' ORICIHAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF‘TEEisﬁATEQOF.CALIFORNIE :

N o
Decision No. ' 8‘-‘38

In the Mattex of the Application of
SAN JOSE WATER WORKS, a corporation Application No. 52407
Filed January 19, 1971
‘and Amendment <
Filed February S, 1971

for an order authorizing it to issue
an additional amount of its First
Mortgage Bonds
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OPINION

San J@se Water Works requests an ordér‘of thefcommission
authorizing it to issue and sell $3,000, 000 principal amountfof"ité'
bonds. and to execute and deliver a oupplemental lndenture.,u‘

Applzcant is a Calzforn;a corpoxatxon engaged 1n the |
business of supplying water to domestxc, commerczal:and zndustr;al
consumers in poriions of Santa Clara Coﬁnty. For‘the‘twelve‘moﬁﬁhé
ended November 30, 1570, Exhibit C attached to the appliéationrshéws

operating revenues and net income of $16,729;660,and_$2,155;72857
.‘respectively. o

The company's reported net utility plant, after‘de&ucting’
depreciation and amoxtization reserves, améunted-tos$7l,488;775~at" 
November 30, 1970. The utility's capital ratios as of suchﬁdaté,
after giving effect to the proposed $3,060;000gbond“is§ﬁe; as set  .

forth in the application, zre as follows:
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First mortgage bonds | 55.64%
Preferred stock o 7.82
Common stock (including all surplus) 36.54

Total 100, ob?’éff |

The applicatién snows that on Decenber 31, 1970, the
company had outstanding $1,300,000 short—termlioans incurﬁedfor
construction purposes, and that applicant's unfinanced capital
expenditures totaled $9,@92,911 on Nevember 30, 1970.

The proposed bond issue will de deSignatgd«as:Firéﬁ
Mortgage 9-1/2%.Bonds,'$éries R; and will be seéured'by'an existing
Nortgage of Chattels and‘Trust Indenture as heretbfore suppleméhted  “
and as further supplemented by a proposed Twenty-Second Supplémenﬁal
Indenture. The bonds will be dated November 1, lQ?O,-willeaﬁure-' |
Novemdex 1, 2000, and will be redeemable at the company's.option
at an initial redemption price of lOé-ﬂ%vplus accrued interest, and
thereafter at annually reducing premiﬁms. However, the-b§ndsfwill
be subject to a ten-year restricted‘redemption-provisioh..

Tﬁe company has tentativé commitments‘tO»sell‘fhe‘new :
bonds at a price equal to 100% of their principal amount plus
accrued interest to five institutional investors. The utility
proposes to apply the grbss proceeds (exclusive of aCcruedlinterest
which will be applied to general corporate purposms) to defray;ng
the exbenses of the issuvance and sale of said bonds, to repayzng
short—term loans for construction, and to remmburSLng its treasury
for cap;tal expenditures. Applzcant proposes to pay‘Dean W*tter & CO.v

. Incorporated a commission of not exceeding $1S 000 for servzceo in

negotzatxng the sale of the bonds.
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After consideration the .Commission finds that:

1. The proposed bond issue is for proper
purposes.

2. Applicant has need for external funds for
the purposes set forth in the applicatiop.,

Applicant would be required-to pay interest
at a lower rate than it would in the absence
of the proposed restricted redemption provision.

The proposed interest rate is reasonable for
a2 private placement in the light of market
conditions prevailing at the time of
negotiation.

The proposed Twenty-Second Supplemental
Indenture would not be adverse to the
public intercst.

The money, property or labor to be procured
or paid for by the issue of the bonds herein
authorized is reasonably required for the
purposes specified herein, which purposes,
except as otherwise authorized for accrued
interest, are not, in whole or in part,
reasonably chargeable to operatxng expenses
or to income.

On the basis of the foregoing findings we conclude that

the application, as amended, should be graﬁtéd-‘ A pﬁblié'hea:iné
is not necessary. The authorization,hereinrgranted islfor:the'
purpose of this proceeding only., ard is not tb~begcon$ﬁrued‘a§~
indicative of amounts to be included in prqceédings for the

determination of just and reasonable rates.
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IT IS ORDERED that:
l. San Jose Water Works may execute and deliver.a

Supplemental Mortgage of Chattels and Trust Indenture (Twenty-

Sccond Supplemental Indenture) in the same form, or in substapé

tially the same form, as that filed in this procged;ﬁg.as 
Exhibit D. |

2. On or after the effective date hereof‘andon.or'.
before March 31, 1971, San Jose Water Works may issue‘and;sell,
at private sales, not exceeding 33,000,600 aggteg#te'princiﬁal
amount of its First Mortgage ©-1/2% Bonds, Series R, at a price
equal to the principal amount thereof and accrued-infe:est (-3
the date of issuance, and shall use the proceedsﬁfor the purposes
set forth in the applicatién. |

3. San Jose Water Works shall file,with‘the Commissibn’
4 xeport, or reports, as required by General Ordéi‘No; 24-B,

which oxder, insofar as applicable, is hereby made a pdrt‘off

this order.
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4. This order shall become effectiire when San Jose
Water Works has paid the fee prcaer:.bcd by Section 1904 (b)
of the Public Utilities Code, which fee is $4,000

Dated at San Frwm-fsc« L, Ca;.ifornia,

, Commissionersv‘-_
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