
EC/JAB/CFF 

Deci~ion 87 10 058 OCT 281987 
@~n@nmfA\R 

BEFORE THE PUBLIC UTILITIES COMMISSION OF T~~~~~NIA 
Application of SAN JOSE WATER COMPANY, ) 
a corporat.ion. t.o i~~ue and ~ell ) 
$6,000,000 principal amount of it.~ ) 
Fir~t. Mort.gage Bond~. Serie~ Y. and ) 
to execut.e and deliver a Supplement.al ) 
Mortgage of Chat.t.el~ and Tru~t ) 
Indenture. ) 

(U-168-W) ) 

--------------------------------------) 
Q~lN1Q~ 

~mm~~ 01 D~~i5i~O 

Application 87-09-003 
(Filed September 3, 1987) 

Thi~ deoi~ion grant.~ San Jo~e Water Company (San Jo~e 

Wat.er) the authority reque~ted in the applicat.ion. 

San Jo~e Wat.er reque~t.5 authorit.y. uncter Public 0'l;i1-

it.ie.5 (PU) Code Section~ 818 through 851, for the following: 

1. To 1.5~ue. :sell and deliver at a privat.e 
:sale. not to exceed $6,000,000 aggregat.e 
principal amount of Fir~t Mortgage Bond:s. 
Serie~ Y (New Bond.5); and 

2. To execute and deliver a propo:sed Twenty­
Ninth Supplement.al Mort.gage of Chattel~ 
and Tru~t Indenture (Supplement.al Indenture). 

Notice of the filing of t.he applioation appeared on the 

Commi~sionJ~ Daily Calendar of September 9, 1987. No pro'te~'t~ 

have ~en received. 

San Jose Water. a California corporat.ion, opera'te~ a~ a 

public utility under t.he jurisdict.ion of the Commi$.5ion. San Jo~ 

Water i~ engaged in the retail water busines~ in the cit.ie~ of 
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Campbell, Lo~ Gato~. Saratoga and Monte Sereno and in portion~ of 

the citie~ of San Jo~e, Cupertino and Santa Clara and in adjacent 

~~rritory in Santa Clara County. 

For ~he l2 month~ ended June 30, 1987, San Jo~e Water 

reported it generated total operating revenUe~ of $65.597,425 

and net income of $9.269,280. ~hown a~ a part of Exhibit A at­

tached to the application. 

Al~o ~hown a~ part of Exhibit A attached to the appli­

cation i~ San Jose Water's Balance Sheet a~ of June 30. 1987, 

summarized a~ follow~: 

Net Utility Plant 
Current A~~et~ 
Deferred Charge~ 

Total 

Liabilit1es And E9ui~¥ 

Common Stock Equity 
Long-Term Debt 
Current Liabi11tie~ 
Advances £or and Contribu-
~ion~ in Aid of Con~truetion 

Deferred Credit~ 

Total 

$149.983.623 
14,231.083 

323.612 

$ 59,028,790 
38~217.500 
12,5-91,432 

46-.715,415 
7.925,12Q 

$l64,538,318 

San Jo~e Water propo~e~ to i~~ue and sell it~ New Bond~ 

on a negotiated private placement ba~i$ and not for resale to ~he 

general public. The New Bonds would be ~ecured by an existing 

indenture as previously ~upplemented and amended by the propozed 

-2-



A.87-09-003 EC/JAB/CFF 

Supplemental Indenture. A~ ~oon a~ available, S~n Jose Water 

indicate~ in the application that it will fil~ as Exhibit C a 

~reliminary proof of the proposed Supplemental Indenture. 

San Jose Water ha~ not yet entered into any contract for 

the disposition of the New Bonds. but proposes to sell them to an 

institutional investor or investors. San Jo~e Water state~ it 

will furni~h the Commi~~ion a copy of the agreement for the sale 

of the New Bonds as !oon a! available. San Jo~e Water also, states 

it will not eXecute any underwriting agreement relating to the New 

Bonds. but proposes to pay a reasonable commis~ion (estimated not 

to exceed $45.000) to E. F. Hutton & Company, Inc. for it5 ser­

vices in negotiating the sale. 

~~mpeti~iXe Bigd1ng Rule 

Onder the prOvisions of Commission Resolution F-S1& 

dated October l. 1986. San Jose Water's proposed issue and sale of 

the New Bond~ is exempt from the Commission's Competitive Bidding 

Rule because the aggregate principal amount i~ less than $~O,OOO.OOCI. 

U,e of f:coceed, 

San Jose Water states in the application that it will 

use the proceeds from the ~ale of the New Bonds to reimburse it~ 

treasury for a portion of the moneys actually expended prior to 

June 30. 1987 for capital improvement~.. The unre1mbur~ed capital 

expenditure~ as of June 30. 1987 totaled $39.063.921. shown as 

~rt of Exhioit B attached to the application. 
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San Jo~e Water'~ con~truction budget for 1987 and 1988. 

provided to the Commi~~ion'~ Evaluation and Compliance Division 

CE&'C Divi~ion) by it~ letter dated September 21. 1987, is ~lJm.ma­

rized as follows: 

r&mpQn .... n~ .lM1. ill..a 

Land and Land Right~ $ 5,000 $ 5,000 
SOlJree of Supply Plant 1.159.000 50,000 
Pwnping Plant 495.900 557.000 
Tran~mi~sion and 
Distribution Plant 4.935.900 5,762,000 

General Plant 670, a.QQ. 428,QQO 

Total $7,266.000 $6,802.000 

The Commi~=ion's E&C Divizion ha~ reviewed S~ Jos~ 

Water'S construction budge~ and has concluded that the issue and 

sale of New Bond~ i~ necessary in part. to fund the planned 

construction. However. San Jose Water is placed on notice by this 

deci~ion that the Commission does not find that the company's 

constrlJction program i~ neceszary or reasonable for ratefixing 

purposes. These are issues normally te~ted in general rate or 

San Jose Water's e~timated ca~h requirements forecaz.t~ 

for 1987 and 1988 provided in a letter to the Commission. dated 

September 21. 1987, indicate internally generated funds will 

provide about 33% or $2.398,000 of capital expenditures in 1987 

e;. and a'bout 53% or $3,605,000 in 1988. The E&C Division concllJdes 
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~ha~ the propo~ed salo of San Joze Wator'~ New Bond~ iz nece~zary 

to help meet foreca~ted ca~h re~uirement~. San Jose Water will 

need cash from olltzide zources of about $4.868.000 in 1987 and 

about $3.191.000 in 1988 . 

.Q.ap~l Ba.:tiS2:5 

San Jose Water'~ capital ratios as of June 30. 1987, a~ 

recorded and adjusted to give pro forma e:f:fect to the proposed 

issue of New Bonds. are as follows: 

Long-Term Debt 

Common Stock E~uity 

Total 

Record-:d 

39.3% 

60.7 

100.0% 

fro Forma 

42.8% 

57.2 

100.0% 

The E&C Division has reviewed San Jose Water'~ finan­

cial data. The E&C Division has no objection to the proposed 

i~~ue and ~ale of New Bondz. 

Finding:; of [Ad; 

1. San Jo~e Water. a California corporation. operate~ as a 

public utility under the jurisdiction of this Commission. 

2. The proposed issuance of New Sonds would be for pro~r 

purposes and not adverse to the public interest. 

3. The terms and conditions of the proposed Supplemental 

Indenture are reazonable and not adver~e to the public interest. 

4. San Jose Water has need for external funds for the pur­

e., pozes zet fo·rth in t.he applicat.ion. 
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5. The propo~ed i~~ue of New Bonds is not required to be 

through competitive bidding. 

6. The Commission doe~ not, by this decision, determine that 

San Jose Water's construction program is necessary or reasonable 

for ratefixing purpo~es. These issues are normally tested in 

general rate or rate base offset proceedings. 

7. There is no known oppos·i tion to the application and no 

reason to delay granting the authority requested. 

~2nelu:i2n: of Law 

1. A public hearing is not necessary. 

2. The application should be granted to the extent forth in 

the order which follows. 

The proposed New Bonds are for lawful purposes and the 

money. property or labor to be obtained by them is required for 

these purpo~es. Proceeds from the securities i~sue may not be 

charged to operating expenses or income. 

The following order should be effective on the date of 

signature and payment of the fee set by PO Code Section 1904(b) 

to enable San Jose Water to proceed with its financing expeditiously. 

QBDEE 
IT IS ORDERED that: 

1. San Jose Water Company (San Jose Water). on or after the 

effective date of this order and on or before July 1. 1988. may 

issue. sell. and deliver its First Mortgage Bond~. Series Y. (New 
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Bond~) in an aggrega~e ~rincipal amoun~ not to exceed $&.000.000 

in accordance with the term~ and condition~ to be negotiated a~ 

described in the applica~ion. 

2. San Jose Water may execute and deliver a Twen~y-Ninth 

Supplementol Mortgage o£ Chattel~ ~nd Tru~t Indenture in ~ub~~an­

tially the ~ame form a~ Exhibit C a~tached to the app11ca~ion. 

3. San Jo~e Water shall apply the net proceeds of the sale of 

the New Bonds for the purp¢~es zet forth in the application. 

4. Promptly, after executing the contract of sale of it= New 

Bonds. San Jose Water ~hall file a copy of the contrac~ and a 

written report with the Commission. showing the interes~ rate and 

the co~t of money to the company ba~ed on the price and intere~t 

rate. 
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s. San Jose Water shall file the reports required by 

GenQral Oroer Series 24. 

6. The application is granted as set forth above. 

The authority granted by this order to issue the New 

Bonds will become effective when San Jose Water pays $7,000, 

the fee set by PO Code Section 1904(b). In all other respects,. 

this order is effective today. 

Dated ocr 2-BJ9..8.J-7 __ , at San Francisco, California. 

-'~' t, ,","_' 
I ,'-,. 

.................... ---. 
-: " I'!~.·~·, .~~.~ :':1.,'"," ~~:::;~ ~, 
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