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Dec1s1on No. __ 6_3_'-..,_(29--.;..., ___ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALI.FORNIA 

In the Matter or the App11catlon or 
SAN JOSE WATER WORKS, a corpora'cion, 

for an order authorizing 1t to'1ssue 
an additional amount or its bonds 

OPINION 

App11cationNo.44424 
Filed May 9" 1962 

San Jose Wa'ter Works has f1led this app11cat1on for an 

order of the Commission author1zing 1t (1) to execute and deliver 

a supplemental mortgage of chattels and trust indenture creat1ng 

and def1n1ng the terms or a new ser1es of bonds to be known as 

San Jose Water Works F1rst Mortgage 4-3/4% Bonds,t Ser1es K, and 

(2) to issue and sell $2,500?OOO or sald bonds by negot1ated 

arrangements at not less than the pr1nc1pal amount plus accrued 

1nterest. 

The new bonds w11l bear 1nterest at the rate or 4-3/4% 

per annum, Will be dated June 1" 1962, Will mature June 1" 1992'" 

and will be subject to redempt10n at the opt1on of the company 

at a prem1'Um of 4-3/4% dur1ng the twelve months ending. June 1, 

1963" and thereafter at annual reduc1ng premiums". provided 

that dUring the f1ve-year per10d end1ng June 1,t 1961" sald 

bonds shall not 'be subject to redempt10n as part of" any 
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re~~d1ng from the proceeds of the issuance of any bonds, notes 

o~ othe~ eV1dences or indebtedness having an effective net 

interest cost of less than 4-3/4%. 

Applicant intends to sell the $2,500,000 of Series 

K bond3 to Pacific MUtual Life Insurance Company, ~os Angeles 

County Employees Retirement Association and Occidental Life 

Insurance Company of cal1forn1a at : their face value, plus 

accrued interest. It proposes to use the proceeds, exclusive 

or accrued interest, to pay expenses incident to, the issue 

and sale of the bonds, to repay short~term bank loaDS incurre~, 

or to 'be incurred, in defraYing the cost of its current con­

s'tI'i:.ct10n program, and ... if any proceeds remain,. to reimburse 

its treasury for moneys expended from income and other sources 

prior to March 31, 1962' ... for 'che acquisition of property or 

1"or the construction .... completion ... addition or improvement· or 

its facilities.. The company reports it has $2 ... 000 ... 000 of 

short-term notes outstanding and that it may find it necessary 

to increase its borroWinis by $500,000 prior to the sale of' 

its bonds. In Exhibits A and B ... it reports" aa of March 31, 

1962 ... capital expenditures or $3 ... 653,676 which had not been 

financed With security proceeds and estimated expenditures 

of $3 ... 268,571 to complete cons'cruct1on work in progress. 

A review of the financial statements tiled in this 

proceeding shows that· as or March 31, 1962' ... applicant's 

current asaets amounte~ to $1 ... 474,064 as compared with 

cur:-ent liabilities of $1,758 ... 282; that since. ~.a.rch 31 

- 2"-



A.44424 MON 

app11cant has incurred si'lort-term bank borroWings ot $2~000".000; 

that applicant's net investment in utility plant aggregated 

$42"698,,.551 With mortgage bonds of: $17,,312',,000 outstanding; 

and that ~or the twelve months ended March 31 the net operat1ng. 

income was $1~613~lOO With 1nterest charges of $695 .. 9~3- The 

com:pany's capital ratios as ot the' end of March and· as adjusted 

to give effect· to the pr.oposed f1nancing a~e 1nd1cated 1n the 

t'olloW1ng tabulation.: 

Bonds 
Preferred stock 
Common stock equity 

, Total 

March 31" 
'1962 

53% 
14 
33: 

10&,6 -

, Pro 
Forma 

57% 
12 
31 -. 
~ 

We have cons1dered this app11cat1on and based upon 

the informat1on before us" we find and conclude (1) that 

app11cant Will have need for addit10nal funds to meet 1ts 

obligations and to proceed nth 1ts construction act1v1t1es; 

(2) that app11cant W111 be reqUired to pay a lower 1nteres.t 

rate on the bonds it now proposes to 1ssue than 1t would 1~ 
.. 

the f1ve-year redemption feature were to be deleted and that 

the enSUing lower financ1al reqUirements should inure to the 

benet1t of the consumers; and (3) that the money~ property or 

labor to be procured or pald for by the 1ssue of the bonds 

here1n authorized is reasonabl~r reqUired by app11cant for 

t~e purposes specif1ed nere1n" which purposes~ except as 

otherl11se rl'U·thor1zed, are not,P in whole or :tn part~ reasonably 
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chargeable to operating expenses or to 1ncome. On the basis 

or these tlndlngs, we Will enter our order granting the 

application. 

The authorization herein given is for the sale of 

bonds only and is not to be construed as 1nd1cative of amounts 

to be 1ncluded in a future rateoase for the purpose of 

determining just and reasonable rates. 

ORDER 
~ ..... -- ..... 

The Commission haVing considered the above-entitled 

matter and hav1ng determined that a·public hearing is not 

necessary, thererore~ 

IT IS HEREBY ORDERED as follows: 

1. San Jose Water Works, a corporation, on or 

after the effect1ve date hereof and on or before December 31, 

19621 may execute and deliver a Supplemental Mortgage of 

Chattels and Trust Indenture (Fifteenth Supplemen~al 

Indenture) in .. or substant1ally in .. the rorm tiled as . , 

Exhibit D in this proceeding.. and may issue and sell not 

to exc'eed $2,500' .. 000 in prinCipal amotmt of its First 

Mortgage'4-3/-4% Bonds .. Series K .. at not less than the 

pr1ncipal amount thereof .. plus accrued interest. 
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2. San Jo~e Water Works, a corporation, shall use 

the proceeds to be received from the issue and sale ot said 

Series K bonds for the purposes set forth in 'chis application,. 

The accrued interest to be received may be used tor said 

purposes or tor general eOrPorate purposes. 

3. San Jose Water Works, a corporation, shall t1le 

With the Commission a report, or reports~ as required by 

General Order No. 24-A" which order, insotar as applieable I 

1s made a. part of thl.s order. 

4. This order shall beeome effeetive when San 

Jose Water Wor~" a corporation, has paid the fee prescribed. 

by Seetion 1904('0) of'the Public Utilities Code, which tee 

is $l~ 750. 

Dated at ____ ..:..:%Ln=-.&;;.'Franc1s<:=;::'=o~ __ ~ californ1a I 

this h. X ~ day of: ____ ~~_~_. __ _ 

. ""0 ,i ) 

~L4~ 
, , 0 oners 
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