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izing it to issue and sell first )
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properties as security for such )
bonds. )
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This is a proceoding wherein San Jose Water Works, & ¢or=

noration, asks for an oxder authorizing it to execute a mortgage of
chattels and trust indenmture and & supplemental mortsgege of chattels
and trust ipdenture, and to issue and sell $2,100,000. of first mort-
gage 3-3/4 percont. bonds due December 1, 1961 for the purpose of
paying outstanding indebtedness.

Tn & Tinancial statement dated as of October 31, 1936 filed

with the Commission, the company reports outstanding $1,976,000. of

bonds, consisting of the Tollowing:-
Tirst mortgage 5's, 4ue July 1, 1951 . . . . . - . & 333,000
Pirst mortgege S's, due Jan. 1, 1953 ¢ o ¢ o o o # 480,000,

First mortgage convertible 5's, due Aug.l, 1954 1,163,000
To%al.u..‘...:...t...l $ ’ 76!0 &

The $1,163,000. of bonds imcluded above are convertible at
this time at the option of the holders thereof into common stock of
+he company or the besis of $125. in principal amount of bonds for
£5100. par wvalue of common astock. The issue of common stock, should
eny be required for such copversion, was authorlized heretofore by

the Commission in Decision No. 27267, dsted Auvgust 9, 1934, in Appli-

cation No. 17740. 1




In an application £iled by the company with the Commission on
October 28, 1936, numbered 20835, Sen Jose Water Works advised the
Commission tkhat it intended Lo redeem éll its outstanding bonds on
January 1, 1837. It reported that assuming no bonds would be con-
verted 1t would be called upon to pay $2,059,100. for primeipal and
premium and in addition would have %o pay the exponses incident %o
the redemptioxn. It asked and received permission in thet appllca-
tion to issue a promissory note in the principal amount of not ex-
ceeding $2,100,000., tc be deted Jenuery 1, 1937, to be paysble on
or before July 1, 1937 and to bear interest at retes ranging from
3% to 3-3/4% per annum to obtain temporarily the necessery funds to
finence the cost of redeeming its bondss (Declsiom No. 29229, datoed
Octobor 28, 1936.) .

The proéeeds from the donds which applicent now asks per-
mission to issue will be used ¥c pay the sald note. Such bonds, It
appears, will be issued under a new Iirst morigage or deed of trust,
which will be = chettel mortgaege also, and & supplement thereto.

They will mature December 1, 1961, will bear interest at the rate of
3-3/4% per annum and will be redeemable a® the option of the company
on any interest payment date, upon sixty days published notice, at the
priocipal amount and accrued interest plus 2 premiuwm of 5% 1f redeemed
on or before December 1, 19403 a premium of 4% if redeemod subsequent
to December 1, 1940 snd on or before December 1, 1944; & premium of
3% if redeemed subsequent to December‘l, 1944 and on or before De-
cember 1, 1948; a premium of 2% if redeemed subsequent ToO December 1,
1048 end on or before December 1, 1952; & premium of 1% if redeemed
subsequent to Deceumber 1, 1952 and on or before Decembex 1, 1956; end

at par and accrued interest if redeemed subsequent to December 1,1956

and on or prior to maturity. Under certain conditions the bonds may
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be redeemed at any time, upon giving the required notice.

It will ve noted thet if nome of epplicant's bonds are cone
verted intolcommon stock, its program will rosult in an increase in
its total borded dedbt of $124,000. On this point information on file
with the Commission indicates that applicant acouired the plants it ;
n?ﬁ operates on Merch 15, 1932 and in doing so, issued $2,000,000. of'

stock, assumed the payment of bonds aggregating $1,ooo,doo. and cone

tinued to owe a belence on the purchase price of $1,801,250. There-
after, the compeny under autherity granted by the Commission by De-
cision No. 27267, dated August §, 1934, issued $1,003,000. of stock
and $997,000. of first mortgage comvertidle 5% bonds to pay the in-
debtedness of $1,801,250. snd $190,000. of bonds to finsnce the cost
of =2dditions and bettermentis, |

It thus appears that applicant under authority granted by this
Commission heretorore has issued or assumed in the aggregate $3,003,000.
of stock and $2,187,000. of bonds, a totel of $5,190,000., of whick
amounts there now ere cutstanding the $3,003,000. of stock and
$1,976,000. of bonds, a reductiom of $211,000. in the bonded debt. In
eddition, an analysis of the compeny's financial statemeﬁts from |
Mgreh 15, 1932 to Cetober 31, 1936 indicates that during the period
between the two dates it increased i1ts investment in properties and
sinking funds by the sum of $304,800.81 and its net investment in
current assets by the sum of $31,867.69 and that except for the issue
~ of the $190,000. of bounds referred to above, such increases, as woll
e the reduction of $211,000. in the bonded debt, were pald or pro=-
vided to 2 large extent, by the use of surpius earnings and moneys
represented by the reserve for depreciation. At the conclusion of the
proposed fimencing epplicant will,if mo bonds are converted into stock, -
nave outstending stock and bonds in the total amount of $5,103,000,
Through the refurding of the bonds the company should reduce its ennual

disbursements on account of interest by approximately $20,000.




It thus appears to the Commission that because of the re-
lationship of applicants® proposed outstanding securities to its
assets and earnings, as éisclosed in this and former proceedings,
and because of the use of surplus earninés to reduce indebtedness and
o pay for addltions to the vroperties and assets, that the issue
of the $2,100,000. of bonds sbould be authorized amd the order herein
will so‘provide.

O0u December 2, 1936 the compeny filed with the Commission.a
¢copy of its proposed mortgage of chattels and trust indenture and a
supplemental mortgage of chattels and trust indenture to seéure the
paymont of the new donds. Several amendments to the first mentioned
instrument were filed December 11, 1936, As amended, the lnden-

tures are in form satisfactory to the Commission.

There remaing ome further matter for discussion. The compeny

Teports that 1t has on its books at the present time uremortized dig-
count and expense spplicable to the bonds to be redeemed, of £106,278.97,
thet it will be required to pay redemption premiuwms of $83,196.00,
assuming no bvondes are comverted into common stock, and fhat its esti-
meted expenmses of redemption will be $2,250. It asks permissiom to
smortize these emounts over the peried from Jamuary L, 1937, the ape
proximate date of issue of the new bonds, to ard including December 1,
1961, the date of maturity of cald bYonds.

In general, such items, in our opiniom, should be charged
forthwlth to corporate surplus. To avoid an extraordinery charge to
surplus we will permit applicant to amortize the discount, expense and
promium in the future. We are granting its request as an sccount-
ing convenience and for accounting purpozes Oniy. It has not bveen
our practice to consider dissounts, oxpences and premiﬁms ineurred or
peld on bonds redeemed as & part of the cost of the money obteined
through & succceding issue. Such permissive order as we may.make in
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this proceeding relating to the manner in which accounting entries
may be made, siould not be taken es depriving tho Commission of the

powar To withdraw its authorization at eny time or as binding it to

accept such entries if involved in other proceedings.
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San Jose Water Works having applied to the Railroad Commis-
sion for permission to execute o mortgagé of chattels and trust
indenture and to issue not exceeding $2,100,000. of bonds, and the
Commission being of the opinion that this is mot & matter in which
a public hearing is necessary, that the apprlication should be grant-
e¢d, as horein provided, that the money, property or labor to be
orocured or pald for through the issuwe of sald bonds is ressonably
required for the purposez specified herein and that the expenditures
for such purposes sre notv, in whole or in part, reasonably chargeable
to operating expenses or to incone,

IT IS EFREZY ORDERED..that Sen Jose Water Works ve, and it
hereby is,'authorized $o issue amd sell after the effective date
hereof and om or before March 31, 1937, at not less then face value
plus acerued interest, not exceeding $2,100,000. of first mortgage
3-3/4% bonds, Series A, due December 1, 1961, and to use the pro-
ceeds, other them acerued interest, which may be used for general
corvorate purnposes, to pay the note issued under authority grented
by Decision No. 29229, dated October 28, 1936, provided that any
proceeds not needed for such purposes shall be placed in a special
bank account and expended only for such purposes as may herecafter be
euthorized by the Commissione.

IT IS EZZREBY FURTEER ORDERED thet Sem Jose Water Works be,
and it heredy is, authorlzed ©o0 exeéute after ﬁhe ef;ective date
hereof and on or defore March 31, 1937, a mortgage of chattels and

trust indenture and a supplemental mortgege of chattels and trust
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indenture in or substantielly ir the same form as those filed in this
procoeding on December 2, 1936 as Exhibit B, ac amended by a letter
dated December 11, 1936, provided that the authority herein granted

is for the purpose of this proceeding only and is zranted only insofar
az this Commission has jurisdiction under the terms of the Public
Utilities Act, and is not intended as anm approval of said imstruments
as 1o such other legal reguircments to which they may be subject.

IT IS EEREBY FURTESR ORDERED that San Jose Water Works be, sand it
hereby is authorized, unless and until otherwilise dirocted by the Com-
mission, to amortize on or before December 1, 1961, the remaining un-
emortized discount and expense applicable to its bonds thet will be
redeemed on or about Jemuary 1, 1937 and the premiums to be paid and
expenses to be incurred to effect the redemption of ssid bonds,provided
that the Commission reserves the right to withdraw the authorization
acrelin granted ot any time.

17 78 HERUBY TURTHIR OXDFRED that the emthority herein grented
will become offective ten (10) deys arfter the date hereof, and is sSub-
Jjeect to further conditions asz follows:-

1.  Within thirty(30) doys after the issue of the bonds herein
euthorized, applicant shell file witkh the Commission
(a) A report of the issue of such bonds and of the disposition
of the proceeds as required by the terms of the Commis-
sion's General Order No. 24-A, which order Insofaxr as
epplicadle, is made a part of this order; and
Two certified coples of the mortgage of chatbtels axmd trust
indenture, and the supplements thereto, as actually exe-
cuted; and
(¢) A complete copy of the registration statement and ex-
hibits filed with the Securities amd Zxchange Commission.
2. Applicant shell file with the Commission on or before July

31, 1937 o statement showing in detail the expenses imcurred
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by it because of the issue and sale o the bonds herein authorized
and +the account, or accounts, to which such expenses were charged.

DATED at San rFrancisco, Californie, this z’/g/:J dey of

ol
J"“""’*— Sl </

December, 1936.

Commissioners.




