Docision No.  OFC21 @ E%E @BN@{E—

BEFORE THE PUBLIC UTILITIES COmMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Annlication of

)
SAN JOSE WATER WORKS, )
)

a cornoration, Annlication No. 38501

for an order authorizing it to issue:
an additional amount of its bonds.

San Jose Water Works has filed this amnlication for
authorization (1) to execute a sunnlemental indenture defining the
terms of a new series of First Mortgage 4-1/2% Bonds, Series F,
and (2) ‘to sell $1,000,000 of said bonds by negotiated arrangements

at not less than the nrincinal amount »nlus accrued interest.

Annlicant is undertaking the financing in order to licui-
date short-term notes, which renresent temporary berrowings for
construction purnoces, and to relaburse its treasury for monies
expended from income vrior to August 31, 1956, for canital wurnoses.
It reports that on August 31, 1956, its short-term notes aggregated
$400,000 and that its unfinanced canital exsenditures awounted to
51,406,912, as shown in some detail in Exhidit A. In addition, it
estimates that it will be recuired to smend 540,754 %o comnlete

construction jobs now in nrogress.

Infornation filed with the Commission shows that the
comnany has been encaged in conducting an extensive construction
nrogram and thot its investment in its nlant and its volume of
business have been increasing rayidly froc year to year. A summary
statement incicating its growth experience during the last five

years is as follows:
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A.38501

Gross
Operating Net Service Plant
Rovenues Income Connections / o

81,932,735  $413,727 45,797 $3,087,908
2,109,915 461,240 53,101 1,044,765
2,371,868 465,834 56,879 2,102,521
3,029,711 661,234 60, 417 1,890,127
3,462,893 768,153 64,73 1,680,434

The company's financial reports show that its recorded
investment in wtility plant as of August 21, 1956, less related
reserves, amounted to $20,885,710 and that 1t has been its practice
to meet 1ts capital requirements in part by short-term borrowings
and thercafter, from time to time, to replace such temporary borrow-
ings with nermanent financing in the form of long-term debt or shares
of stock. Apnlicant’s capital ratlos, as of August 31, 1956,
cxclusive of short-term loans, and as adjusted to give effect to the
provosed financing, are as follows:

August 31,
—236
Bonds
Preferred stock

Commont stock eovity

Total

According to the financial statements the company's gross
inceme after denreciation charges ias been in excess of three times
its interest charges. During the last five yecrs the company, after
neeting its fixed charges, has naid annval dividends on its out-
standing $25 nar value common stock at the rate of $2 a share during
1951-1954 and a poftion of 1955 and thereafter at the rate of $2.40.
The company's balance sheet shows current assets of $2,127,386 and
current liabilities of $1,679,241 including the short-term notes

anpnlicant now nronoeses to limuidate.

From a review of tie amnmlication, it is clear that the

comoany will have need for funds from the sale of bonds tc licuidate
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its short-tem borrowings and to reimburse its treasury and thereby
wrovide cash for future canital additions. In view of its financilal
condition, as reflected by 1ts verified apnlication and by its
recrorted results of oneration, we are of the oninion that we are
warranted in entering an order granting its application. The anvroval
indicated herein is for the issue and sale of bonds and is net to be
construcd asz indicative of amounts to be inmcluded in a future rate

base for the »urmose of determining Just and reasonable rates.

QRDER

The Cormmission having considered the above-entitled matier
and being of tae oninion that a »nublic¢ hearing is not nececsary, taat
the annlication should be granted, that the wmoney, vroverty or labor
to e nrocured or nald for by the issuc ¢f the bonds lierein author-
ized is reasonably required by annlicant for the purposes snecified
herein, and that such nurposes, cixcent as otherwise authorized, are
not, in whole or in »art, reasonably chargeible to onerating expenses

or to income; therefore,
IT IS EEREBY ORDZRED as follows:

1. San Jose Water Works may execute a sunnlemental
mortgage of chattels and trust indenture dated as of November 1, 1956,
in, or substantially in, the same form as that filed in this proceced-

ing as Exhidit D.

2. San Josc Water Works may issue and sell not to cxceed
61,000,000 of its First Mortgage 4-1/2% Bonds, Series F, on or
before December 31, 1956, at not less than the ~rincinal amount nlus

acerued interest.

3. BSan Jocc Vater Works shall use the nroceeds from the

sale of its bonds, other than accrued interest, for the purpose of




raying outstanding Indebtedness and of reimbursing 1ts treasury and
financing the cost of additions and betterments. The acerued inter-

est may be used for such nurnoses or for general corporate DUTrnNOSeS.

L. San Jose Water Works shall file with the Commission a
report, or reports, as regquired by General Order No. 24-A, which

order, insofar as amnlicable, is made a part of this order.

5. The authority herein granted will become effective
when applicant has paid the fee prescribed by Section 1904(b) of the
Public Utlilitics Code, which fee iz $1,000.

P

Dated at San Francisco , California, this

day of __NOVEMBER , 1556.
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