Decision No.

o ORIGIAL
BEFORE THE PUBLIC UTLILITIES CWSSIQ?" 55' THB STATE OF CALIF ‘ ORITA

In‘the Matter of the Applxcatzon
, o Application No. 49606
SAN JOSE WATER WORKS, 2 R Fxled August. 16, 1967
'corporatxon, o ' and Amendment

o , 'Filed August 25, 1967
for an’ ordexr auﬁhor;zzng it to SR
issue an’additional amount of
- xts bOnds

OPINTIO N

In this application San Jose Water Wbrké requeéts'
authorization frem the Commission to issue and sell $1,500,000
principal amount of its First Mortgage Bonds, and to execute
and deliver a Supplemental Mortgagc of Chattels and Trust
Indenture.

Applicaﬁt is a‘c§lifornia coipOration engaged3in the
business of supplying wazef to domestic, commexcial and |
industria; consumers located in portions of Santa CIaia‘County.
For the twelve months ended:May 31, 1967} the company réporté
gross. operatzng revenues of . $11,570,827 and net ;ncomc of
$1,234,401. | | |

In its May 31, 1967 balance sheet applicant shows an
investment of $60,817,336 in net uﬁility plant. On the basis
of such balancc sheet, the company’s capitaiization’ratiés,
excluding $1,532,968 of'contxibgtiéns in 2id o£ construction;
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and adjusted to give effect to the $l,500,000 bond issue proPosed'

herem, are as follows.

Long—tem debt ' - 46%
Advances for constru.ct:.on 20
Prefexred stock 8
Common stock ‘equity 26
|  Total o I_L_gg:

The 2pplication shows that as of Maj"3l; 1967, the
company had a Talance of $2, 250,000 outstanding on ohort-*term
bank obligations incurred for construction pﬁrposes and that
appl:xcant's unf:.nanced capztal expend:.tures totaled $5,136, 276 g
- on sa:.a date.

The propoaed bond issue will be desié:mated ‘First
Mortgage 6~1/2% Bonds, Series P, and will be secxired by an \
exis.ting Mortgage of Chattels and Trust lrdenture as’ hereto-’
fore supplemented and as further supplemented by a proposed
Twenticth Supplemental Indenture. The bonds. wn.ll mature
J\;ne L, 1997, and will be redeemable at the company's opt:.on
upori payment of an initial redemption price of 106. 50% plus
acc:rucd :.nterc..-,t if. redeemed during the twelve month., end:mg ‘
June l, 1968, and thereafter at a.nnually reducmg prem.ums.
However, redempt:.on may not be made pr:.or to June X, 1977 ’
through the use of funds borrowed at an effect:.ve net :.nterest
cost of less than 6-1/2% per a2nnum. |

with respect to the restrzc:ted redempt:.on prov;s:.on
extending over a period of ten year appln.cant’ has submitted
2 lettexr from Dean Witter & Co. dated nugqust ’21, l%?,_whi_ch ,
is attached to the amendment to the applicatioﬁ as Exbibit F.

The opinions expressed therein indicate, ‘- among other 'vthiﬁgs,
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that (a) institutional buyers of long-term dobt' secﬁriﬁes' of
.smaller utilities are willing to purchase at pi:i‘vate sales only‘
if such securities carry ten yea.r nom:efxmd:.ng p::otectzon, and
(b) it is probable that a premium of one-quarter of 1%, or
more, above the 6-1/2% rate would be requ:.red for bonds with

a lesser per:.od of nonxefundab:.l:.ty.

'Appl:.ca.nt plans to- sell the $J. 500,000 of new bonds
to three life :.nsurance compan;e.» at their pr:.nc pal amount
plus. acc:rued mtorest The ut:.l:.ty states that the proceeds,‘
m:clus:.ve of accrued ::.nterest, Wlll be used for (2) defraymg

the expenses of issuance and sale of said bonds. and 0:)

repaying short-tem bank loans :.ncu::red for construct:.on. ‘

The Cormission has cons:.dered this matte.r and fa.nds
that: (1) the proposed bond issue :..; for proper pu.rposes, |
(2) applicant has need for funds from external sources for the
purposes set forth in the appln.mt:.on- (3) appl:.cant w:x.ll e
requ:.red to pay interest at a lower effect:.ve rate tban it
would in the absence of thc proposed restricted ::edempt:.on..‘ |
provision; (4) the execut:.on of a 'J.‘went:.eth Supplemental '
Indenture will not be adverse to t.‘he publ:.c :.m:ercst,‘

(5) the money, property or la.bor to be procured oxr pa:x.d for

by the :.ssue of ‘the bonds herein authorized is reasoz;ably
vequ:.red for the pu:po...c specified herein: and (65 suc.h
pu:.'posc..,, except as otherwise author:.zed foz: accrued n.nterest,
are not, in whole or in part, x‘ea.sonably chargcable to operat:.ng

expenses or to :.ncome. A publ:.c hear:.ng is not necessary. |
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On the basié\;‘ of the ‘foregoing findings we \conclude that

the application, as amended, should be Qranted. The author:.zat;on '
" herein granted is for the purpose of th.x.s procecd:.ng only and is
not to be construed as indicative of amounts to be. mcluded in

proceedings for the detexmination of Just and reasonab e rates. .

IT IS ORDERED that: |

1. San Jose Water Works may execute and deliver a
Supplemental Mortgage of Chattels and 'l‘rust Indenture (Twenta.eth
Supplemental Indenture) in the s e fom, or :z.n substant:.ally
the same form, zs that _’file_d‘in this proceeding as Exhibit D.

2. Op or before December 31, 1967, San Jose Water
Works may issue and sell not exceeding $l,500;000'pi'ihcipal.‘
amount of its First Mof'.:ga.gc 6~1/2% Bonds‘, Series 'P,” ‘.foi' pui:?'
poseé specified in th)a appiic:ation. 'I.'he acc:r:ued mte:est may
be used for said purposes or for general coxporate purposes. |

3. San Jose Water Works shall file vrith the cmss:.on
2 Yeport, Or reports, as req;u.u:ed by General Ordex No. 24-3,
which order, :.nsofar as appl:ucable, :.s hereby made a part of

thisg . orde::.
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4. This ordex shall beceme effective when San J’bse '
Water Works has paid the fee prescribed by Sect:.on 1904 (b) of
the Public Dtilities Code, which fee is $1,250.

Dated at | San ¥rancisco , California, this

L7% day of SIFTENEEL , 1967.

es:.dent @/
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