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BEFORE THE RAILROAD Cm~IISSIO!~ OF THZ STATE OF CALIFORIUA 

In the Matter of the Application of 

SAN JOSE WATER WO~XS, 

a corporation, for ~ or~cr author
izinG it to issue ~~( s~l: ~l,OOO)OOO 
of its Series A Preferred S~oc~. 

BY THE CQ}~crSSION: 

QZINIOli 

Application No. 23968 

San Jose Water Worl~s, in this application as aJ:lended, 

.asks permission to issue ~t a price which will net it not less 

thfu"'l 100% of the par value thereof, $750,,000 par value of 

"Series An 4-3/4% preferred stock, a.~C: u~e the proceeds for 

the ,urposes hl;1reafte:r' st~tec.. 

Sal'l Jose Water ':Iorks is engaged in the business of 

supplying water to c.o!l1e::;tic, cOI:llllercia1 ana. inc!ustrial con

sumers in the Cit1 of S~~ Jose; To~n of Los G~tos, Vil1a~e of 

Saratoga~ and adjacent territory in Santa C~ara County. 

Applicant now h~s outstancing $2~002,175 par value 
of common stock, consisting of 80,087 shares having a par value 

or $25 per share. It ~~so h~d outst~dL~g on December 3l~ ~940~ 

$3,597,000 f~ce value of first mortg~ge 3-3/4~ bonds, Series A, 

due December 1, 1961. 

As of December 31, 1940, ~pplicant reports assets 
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and liabilities as fo~lows: 

Assets 

Fixed capitc.l 
Reserve for depreci~tion 

Speci~l c~$h ~cposits 
Current assets: 

Cash 
Accounts rec~ivable - net 
Invento::'ies 
Prepc.id exp'3::lSCS 

Unamortized deot eisco~t ~~~ 
Other defe::'rod charges 

COr:l!llon stock 
Funded debt 
Current li~bilities: 

Total f.sscts 

Lio.biJ.::.'tte s 

Due affiliated comp~ies 
Current ite:ns 
Ccnsu.mers' a.."lci othe:' c.eposi ts 

Contributionz ~o~ extensio~s 
Surplus: 

Ea.rnec. 
Capital 
Paid-in 

51,695.11 
79,203.02 
51,109.96 
34,590 .. 36 

S 40,414.42 
133,751.08 

. 49,060.04 

.32.3,696.60 
80,276.31 

200.00 

216,598.45 
46,855.85 
1.243.93 

$6.265,152,,, 20 

$2,002,175.00 
3,597,000.00 

223,22;.54 
38,578.75 

Total Lia~~litics $6.265,152.20 

For the last tr:~c c~10ndar year$, applicant has 

repor:ed revenues ~~d di3burze~cnts as follows: 

1938 ~ ~ 

Operating revenues ~722l671~ ~7971277.1~ ~812J:2!a:6.48 

Deductions: 
Operating expenses 256,029.79 273,649.01 269,,776.21 
Depreciation 96,953.00 102,/ ... 70.00 75,023.38 
Taxes B7 JO;t· 01 102l822.7~ lJ;,822·ltS 
Total deductions /;IAP J o~- . 86 4781271.7 !:t:78J62~·07 

Net oper. revenu.es 282,634.58 318,305 .. 38 340,707 .. 41 
Nonoper. revemles IJ02~.:21 IJ 643.02 ~1~O~.icO 
Gross income 283,658 .. 89 319,95.3.40 34 ,012.81 
Interest o.nc':. 

anlortization 127 ~8~6.:22 1:2211~~.82 1:273 218 .6:1 
Net i:'lco:ne 155,812 • .37 187,800 .. 58 208,794.40 
Dividends- co~on 120J!.~O.~0 1~~21~6.60 J.20J120.~0 

Surplus ~ .222 681 .$7 ~ 422 6!:t::2·28 ~ 8~1662·20 
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San Jose Wr'l.ter \7o:'1-:~ has 3. 1941 construction budget 

(Schedule B-1) culling ro~ an expenditure of $573,060 which 

S'Ul::l may 'be sW.J:l:lrizod COS follow:;: 

Lo.nd 
Structures 
Resel'voirs, do.:ns nne. w.:'.terv;:ays 
P~ping pl~t equip~cnt 
Purific~tion equip~ent 
Tro.nsmission 'Oc.in$ 
D:i.stri butlon !:·:ti~s 
Other eistribution capit~l 
Gen81\:'.1 capi toll 

Tot~l 

$ 25,000 
32,500 
8,500 

62,500 
2,000 

235,000 
119,360 

73,700 
lA,500 

~573,060 

In t:l.cldi tion, 1940 construction vlork cc.11ing for ~.n 

expenGi ture of $16,194.48 11:\S beer.; co.rried forw~rd into 1941. 

R~lph Elsm~'1., Pre$iden~: of Sar.. Joze Wo.tcr Wo!'ks, 

testified th~t tbe co~p~~y in 1941 ~~y b~ cullec upon to under

take further cons truc~io~ cxpc::.ldi tu:es of ~oZ'e th.:ln $300,000. 

None of this is i."'lcluded in the (~oL1panyT s 1941 construction 

budget. He further cc.llcd uttention to the cornp~y's nc~d for 

additional working cc.pita.l. 

In a11101 t frBT! t=.e C()Jr.p .. '.!:.y reports "unfinc..."'l.ced co.p

ito.l to JmlU41.ry 1, J.941 Tf of $36:3,523.33. An .:Ili:!.lysis of this 

cx..1.ibi t conv::'nces us th~t tj.e com.po.r..y is not cnti t1ed to issue 

securi ties to rei:nburse its tr€!::,.sury in thc.t o::.ount. It is 

of record thc.t since Dece~be~ 31, 1936, the co~panJ expended 

for ~dditions ~d bctterccnts -Co its properties thQ sum of 

$987,000, thct it ~otirud proporty costL~g ~pproxi~~tcly 

$189,000, thc.t it i~suecl $583:,000 of bonds to finmlce the cost 

of such prop0rti~s, le~v~~g ~l expcn~iture of $215,000 ~g~inst 

which no sccuritic: hove bee~ izsucd. For the purpose of this 

procc0ding, we will recognize: the $215,000 ~5 on uncapito.lizcd 

-3-



expcndi ture. 

As st~ted, ~p,lic~t asks per~ssion to issue 

$750 ,000 p~r vo.luc of Se:::-ics A;.' 4-3/4% CUl:lulo.tive Preferred 

Stock. The sh~res o! stock will have a par v~lue of $25. 

They will be offered to th<:.! ;:')~iblic through Dean Witter & Co., 

B~~~eric~ Co~p~y, ~d B~te~~, Eichler & Co. at $26 per 

sh~re. The comp~y will p~y Dean Witter & Co. as compensation 

:for services, $1.00 per sl'lo.re for all stock soJ.d. De~ Witter 

& Co., in turn, will, out of s~id $1.00 per share, compenscte 

the other distributors. De~1 Witter & Co. ~~ll pay the cost 

of the prospectus ~~ certain other expenses incident to the 

s~le of the ~tock. The company estimates its expenses, other 

than the $1.00 per shere, ~t $8,100. 

At the hear1ng the co~pany filed as its Exhibit I, 

a copy of the proposec ~endoent to its Articles of Incorpo

r~tion. Under the proposed amendment, the comp~y will have 

~~ authorizec stock issue of 240,000 sh~res, of which 120,000 

sh:.res will rcprcsen'c cO=Ol.'l stock illld 120,000 shares pre

ferred stock. The sh~res of each class of stock will huve a 

p~r v~lue of $25 per sh~re. Of the preferred shares, 40,000 

shall be deSignated as Series A. Such shares are entitled to 

a preferred, cumul~tivc d1v1~end of 4-3/4% of the par value 

thereof. The Series A preferred shares are redeemable ot the 

option of the comp~y nt any dividend payment date on thirty 

da.ys 1 notice, at the pc.r v~lu.e thereof, a prc:ll:um of 5% of 

such par value an~ the aQount of the accrued and unp~id di

Vidends acc~ul~ted thereon to ~d including the dctc fixed 

for such recccption. For other terms ~~d conditions under 
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• 
which the comp~~yts preferred stock is being issued, refer

ence is made to its a:ended Articles of Incorpor~tion. 

San Jo~e Water Works h~ving ~sked permission to 

issue $750,000 par v~lue of its Series A, 4-3/4% Cucu1~tive 

Preferred Stock, c public ne~ring h~~~g been held before 

Ex~iner Fm~Jl~user, ~~a the Co~ssion h~vir.e considered the 

co~p~yls rc~uest ~d it being of the opinion th~t the money, 

property or l~bor to be procured or p~id for by the issue of 

s~id stock is re~soncbly required for the purposes herein 

stated, thct the expenditures for s~id purposes nre not, in 

whole or in p~rt, re~son~b1y chcrge~ble to opercting expenses 

or to income, ~d thct this ~pp1icction should be granted 

subject to the provisions or this oreer, therefore 

IT IS HEREBY OR::)Er\ED ~s follows: 

1. S~ Jos~ Water Works ~~y, ~ft~r the effectivc 

d~te hcreo~ and on or ~cfore DCC00~cr 31, 1941, issue ~d sell 

~t not less th~ $26 per sh~~e, 30,000 sh~rcs ($7;0,000 p~r 

vclue) of Series A, 4-3/4% Cunul~tive Preferred Stock. 

2. S=.n Jose V;.,.tcr Wor!ts shall use the procc0cs 

rcc.lizcd from the issu~ o..r.l.t: s·:, 1e of so.id 30, 000 sl'lo.r~s of pre

f~rred ::;tocl-c to p~y ex~er~sos :Lnc:!.c1ont to th.e 1ss\1,O of scid 

shares of stock, to :f'in:~ce its ~941 construction expene1turcs 

set forth in SchGoulc B-1 ~lC Sched~a B-3, on file in this 

proceeding, to pay $40,414.42 of ineebtceness due affiliated' 

companies and to reimburse its tr~c.sury bcc~use of income ex-
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penc1.ed for .'lddi tions nne! bette:.'ments. 

:3. S:m Jo:e W:lter ~""'orl~s sh\lll lceep such record of 

the issue nnt'. s~le of the stoclt. hercir. o.uthorize::l as will en-

~ble it to file, on or before t~c 25th ~o.y of e~ch month, a 

verifiec report, 0.= required by the R~i1roo.d Co~~ssior.ts 

Gener:ll Order j,~o. 24··A, which ol~c.ler insof::: .:'.5 np,licz.ble is 

made 0. p~rt of this or~er. 

4. The ~.uthcrity ~e:eir. gr.~ntcd v/1ll becoae ef-

fective when S.:'.n Jose Vlt\t~r V;or1~z l!~s filed. with the Roi1roc.d 

Commission a certified copy of i':~s :'l:lenclec:. Articles of Incor

poro.tion. 

5. So.."l Jose Wc.t~r Works s!'lall wi thi.."l ten (10) c1~ys 

eftar the effective e~te of the registr~tion statement filed 

wi th the Securi ties ~C Ex'::'l::'.Ilg0 <,:om1ssion, file with the 

Ro.11ro:1c Commission 0. copy of sucb. registr~tion -In<.: c.ll ex-

h1b1ts reforree to ~ere1n. 
/..tr;' t-,., ~ 

Do.tcc~ Ilt:s:ab EX'!.'!!' t2...CO, 

of Febru~ry, 1941. 


