Decision No.  JR52CA

BEFORE THZ RAILROAD COiZ{ISSION OF THZ STATE OF CALIFORNIA

In the Matter of the Application of @F’)R H F\{L

SAN JOSE WATER WORKS, &Li“ﬂ
Application No. 23968
a corporation, for an order author-
izing it to issue and sell $1,000,900
of its Series A Preferred SToeX.

BY THE COMIISSION:

San Jose Water Works, in this application as amended,
asks permission to issue at a price which will net it not less
than 100% of the par value thereof, $750,000 par vaiue of
nSeries A" 4-3/4% preferred stock, and use the proceeds for
the purposes hereafter statec.

San Jose Water Works is engaged in the business of

supplying water to domestic, commercial anc¢ industrial con-

sumers in the City of San Jose} Town of Los Gatos, Village of

Saratoga, and adjacent territory in Santa Clara County.

Applicant now has outstanding $2,002,175 par velue
of common stock, consisting of 80,087 shares having & par value
of 825 per share. It also had outstanding on December 31, 1940,
$3,597,000 face value of first mortgage 3-3/.% bonds, Series 4,
due December 1, 1961.

As of December 31, 1940, applicant reports assets




and liabilities as foilows:
Assets

Fixed capitcl
Reserve for depreciation
Special cash deposits
Current assevs:
Cash
Accounts receivanle - net
Inventories ‘
Prepaid expaencses

$5,697,616.06
815,020.90

51,695.11
79,203.02
51}109- 96
34,590.36

Unamortized cebt discount and expenses

Other deferred charges

Total Ascsets

Common stock
Funded debt
Current liabilities:
Due affiliatel companies
Current itens
Censumers! and other deposits
Contributions for extensioas
Surplus:
Earned
Capital
Paid-in

Total Lianwilities

For the last three

reported revenues and dispurseunonts &

1238
Operating revenuves $£722,5671.38
Deductions:

Operating expenses 256,029.79
Depreciation 96,953.00
Taxes 87,054.01

- N
SQLENAE

v 40,414.42
133,751.08
49.,060.04

323,696.60
§0,276.31
200,00

$5,882,595.16
11.7,858.81

216,598.45
46,855.85
1,2

2,002,175.00
3,557,000.00

$

223,225.54
38,578.75

404,172.91

follows:

2797,277.14

273,649.01
102,470.00
102.852.75

Total deductions _440,036.80C

478,971.76

$6,265,152.20

years, applicant has

1940

81 6.

269,776.21
75,023.38

1'18 08
478,639.07

Net oper. revenues 282,034.58
Nonoper. revenues 1,024.31
Gross income 283,658.89
Interest and

127,846.52

318,305.38
1,648.02
31.9,953.40

132,152.82

armortization
155,812.37

Net income
Dividends- common 120,130.50
8 35,681.87

Surplus

187,800. 58
144,,15%.60

$ 43,643.98

240,707.41
05.40
346,012.81

_137,218.4)
208, 794,40
120.130.50

& 88,663.90




San Jose Water Works nhas a 1941 construction budget
(Schedule B-1) calling for an expenditure of $573,060 which

sum may be summarized as follows:

Land $ 25,000
Structures 32,500
Reservoirs, dams and wiaterways 8,500
Pumping plont equipment 62,500
Purification equirument 2,000
Tronsmission mains 235,000
Distribution mains 119,360
Other distrivution capital 73,700
General capital 14,500

Totel £573,060

In addition, 1940 construction work calling for on
expenditure of $16,194.48 has beern carried forward into 1941.

Ralph Eleman, Presicden’ of San Jose Water Worlks,
testified that the compuny in 1941 may be called upon to umder-
talke further construction expeunditures of more than $300,000.
None of this is included in the coupany's 1941 construction
budget. He further colled attention to the company's nead for
additional working capital.

In Exhinit "3B" the compony reports "unfinanced cap-
itel o Januwary 1, 1941" of $363,523;33. An anelysis of this
exhibit convinces ws that tae comparny is not entitled to issue
securities to reizmburse its trezsury in that asownt. It is
of record that since December 31, 1936, the company expended
for additions and bhetterments to its properties the sum of
$987,000, that it retircd property costing approximétely
$189,000, that it issued $583,000 of bonds to finance the cost
of such properties, leaving =~ expenditure of 8215,000 against
which no sceurities have been issued. For the purpose of this

procecding, we will rcecognize the $215,000 a5 an wncepitalized




expenditure.

As stated, cpplicant asks permission to issue
$750,000 par value of Series A, 4-3/4% Cumulative Preferred
Stock. The shares of stock will have a par value of $25.

They will be offered to the nublic through Dean Witter & Co.,
Bankomerica Company, ond Batemen, Eichler & Co. at $26 per
share. The compeny will pay Dean Witter & Co. as compensation
for services, $1.00 per share for all stock sold. Dean Witter
& Co., in turn, will, out of said $1.00 per share, compenszte
the other distributors. Dean Witter & Co. will pay the cost
of the prospectus and certain other expenses incident to the
sale of the stock. The company estimates its expenses, other
than the $1.00 per share, at $8,100.

At the hearing the company filed as its Exhibit I,
a copy of the proposed amendment to its Articles of Incorpo-

ration. Under the proposed amendment, the company will have

an authorized stock issue of 240,000 shares, of which 120,000
shores will represent commen stock and 120,000 shares pre-
ferred stock. The shares of each class of stock will have a
par value of $25 per share. Of the preferred shares, 40,000
shall be designated as Series A. Such shares are entitled to
a preferred, cumulative dividend of 4-3/4% of the par value
thercof. The Series 4 preferred shares arc redecmable at the
option of the company at any dividend payment date on thirty
days' notice, at the par value theresof, & premium of 5% of
such par value ané the amount of the accrued and unpaid di~
vidends accurulated thereon to oné including the date fixed

for such redemption. For other terms and conditions uncer




wnich the company's preferred stock is being issued, refer-

ence is made to its amended Articles of Incorporation.

San Joce Water Works naving asked permiscsion to
issue $750,000 par value of its Series A, 4-3/4% Cumulotive
Preferred Stock, 2 public hecring hoving been held before
Excminer Fankhauser, and the Commission having considered the
coupany'!s request and 1t being of the opinion that the money,
property or labor to he precured or paid for by the issue of
sald stock is reascncbly required for the purposes nerein
stated, that the expenditures for ssid purposes are not, in
whole or in part, reacsonably chargeable to operating expenses
or to income, and that this application shovld be granted
subject to the provisions of this orler, therefore

IT IS HEREBY ORDERED cs foliows:

L. San Jose Water Works may, after the effective
dote hereof and on or vefore Decemver 31, 1941, issue and sell

at not less than $26 per share, 30,000 shares ($750,000 par

value) of Series A, 4-3/4% Cumulative Preferred Stock.

2. Son Jose Water Worlts shall use the proceeds
reczlized from the issue ond sole of sald 30,000 shares of pre-
ferred stoclk to pay exmenses inecidont to the issue of said
shares of stock, to finonce its 1941 construction expenditures
set forth in Schedule B-1 o2nd Schedule B-3, on file in this
proceeding, to pay $40,414.42 of indebtcdness due affiliated’

companies and to reimburse its treasury because of income ex-




pencded for additions ond betterments.

3. San Joce Water Vorlss shall keep suckh record of
the issue anc sale of the stock herecin authorized as will en-
ahle it to file, on or before the 25ta day of each nonth, 2
verified report, as required by the Rallroad Commission's
General Orcder No. 24-4, which order Insofar as applicable is
made a part of this order.

L. The autherity hereir gronted will become ef-
fective when San Jose Water Works has filed with the Redlroad
Commissiorn a certified copy of iws z~mended Articles of Incor-
poration.

5. San Jose Woter Works shall within ten (10) days
after the effective date ¢f the registration statement filed
with the Securities and Exchange Comaission, file with the

Railroad Commission a copy of such registration and 2ll ex-

of February, 1941.

Comnmissioners.




