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BDFORE THE PUBLIC UIILITIES COMMISSION OF TEE STATE OF CALIFORNIA"’

In the Matter of the Application of

SAN JOSE WATER WORKS,
a corporation,

for an order authorizing it to issue an
additional amount of its convertidle

preferred stock and common stoc:c upon.
conversion. .

Application
No. 34716

N’ £ NS N NS0 NS

\icCutchen, ‘momas, Matthew, Griffiths & C«reenc,
by Rohert M. Brown, for applicant.

This is an application for an order of the Commission
authorizing San Jose Water Works to issng and nell not to e:nceed
40,000 shares of its Cumulative Preferred Sfock,-Series. D, of the par
value of $25 ecach and of the aggregate par value of 31,000,0'00 » bBY.
means of 2 negotiated underwriting, and to issue shares nf' conmqnn |
stock.

The application was filed with the Commission on Septomber
15, 1953. Thercafter, a public heering was held before Examinerg
Colemon in San Franeisco on Qctober 7, 1953, at which time the natter

was taken uvnder submission.

The purpose of the proposed financing is to provide appli-
cant with funds %0 pay indebtedness and to reimbdburse 1ts treasury for
noneys expéinded for properties and facilities. App_lican‘c reports
- that its expenses incident to the is.sne and szle of the shares of
_ stock will amount to $18,000 to szo 000, that presently it has 'ou‘t-, g
standing short-term bank loans in the amount of :‘25900 000 and . that it

is fnced with a continuing program of expansion in the future. Basod‘,i
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on the zectual expenditures for the first eight months of this year,
applicant estimates zt will be callcd.upon 0 expend in the aggreggte'
approximetely $1,422 OOO during 1953 fbr additions to its plant, for
refunds of line extension deposits and for sinking funé payments. It
reports that during this year 3,317 new consumers will have been
added to its lines and thut during 1954 it is thought that 3,200 more‘
customers will bc attadhed and thut addditional capitul expenditure,
of approximately ¢;,OO0,000 will be required.

In presenting this matter to the Commission applicant has

filed its finaneial statencnt 2s of July 31, 1953, showing 1ts assets,
~liabilities and capital as‘fbllows:

Assets

Fixed capital, less depreciction reserve ‘ .$16,080,202.25
Current assets - ‘

Cash $ 226,193.98
Accounts receivuble 304,088 11

Other current assets : 680,665.94
Total current assets , 1,210,948.03
Other debits o ‘ -
Total _ §17;2465002;26 '
Liabilities and Copital ’ .
Bonds | % 6,780,000.00
Current liabilities - R
Bank loems. . $ 900,000.00 ‘
Accounts payable | 370 478.21
Accrued toxes : 526 115.83
Other current liabilities §1,267.1§ |
Totzl current Liabilities I 1,877, 961 2
Linc extension deposits | o - 723,553.62
Contributions for extemsions S 143 980.99"
Unzmortized bond prexmfium : 55 01671 .
Preferred stock ‘ j X 744,925 00
Bquity capital - - i T
Common stock : 3,990,975.00. . R
Surplus = | 2,029,590.02" ':s
Total equity capital . K 6,020,565 g2 .

§ , gégeoog. gs‘f"_* |
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Reference "to the preceding balance sheet shows thet
2pplicent has financed 'itseif"in'part through the issue of'_ bonds
ané chares of preferred nd common stock and the retention of earn~—
ings, and that it ‘has incurred current liobilities, ,oxciosive:'of'
line extension deposits, as of 'the date of the balance"sheotv in zn

amount which exceeds its cuz‘ron.t. assets by more than\.fééooi,ooo_;

The ioS’ﬂ-C of shares of stock, a5 now proposed, w:L.’Ll enable
applicant to curtall its current oblig..‘ciozx.:, to mprove its cash |
position, and to provido a broader base of permammt junior capital
:Ln {ts structure. Its capital rr..t:!.os as of August 31, 1953, ‘and ag’ |
adiusted to give effect to the proposed f:.nancing, are as ‘foJ,..'\Lows“. ;

. Aug.'. 3L, 33’53 Pro. QEQ -
Bonds  46.64% 43.64%

Preferred stock 1l.82 17.49
Common stock equity Lo Bh 3&.8’7

Totals | ;oo.oog*> 1oo.ooz;j

The .,hares of preferred stock 2pplicant now. proposes to o
issue v.?.ll constitute a new series. They' will be converti‘ole into
shares oi’ common stock will be en“c:.tled to cmulative dividonds |
amd will be redeemable at such rates as herecafter will bc detominec‘.'
by applicant's bo.,.rd of director - In isming shares of the pro-
rosed new serios at this t:Lme, applicant not only will be imoroving
its bond position, as indicated in the preceding tabulation, but
also will be provic’.ing i‘or additional common stock equity ultim.;.toly"
'through oonversion of tho ‘shares of the ncw series of prox‘orrod
stock into conmion shares. | '

Altooug,b the Commission’s conpetitive bidding rulo
exempts the is °uc of any security whore the total cons idoration

received is $1,000,000 or less, it appears that tb.c prooo ed issue




A 34716 00 ¢

may be sold at a premium so thet the total comsideration may or may ’.
not be in excess of $1,000,000, although :I.t is thought tbat the
expenses of issue probebly will bring the net recelpts c’.o'wn to below
the -al,QO0,000 figure. However, in view of the ,;}mcertainty of the
amount to be 'rece:i;'v;ed, app;icmt has requested the Commission to B |
mter an oxder exembting the proposed’ {ssue frdm competitivx. l«'biddi‘ng«.‘
It also presented testimony clca:rly indicatmg, that the vroposed
issue, because of the nature of the serles of.‘ prei‘erred stcck and

the size of the offering, would not be suitable for ‘competi‘t;i_ve =
biddiné arrangmenté.‘ | | N

Upon tb.c record made in this particular proceeding, we are
of the opinion that applicant has need for the pro¢eeds from the
sale of its shares of preferrcd stock for the purposes indicated,
that the issue of additional preferred é-‘cock at this tiﬁ;e is
desirable, and that we are warranted in entering 2 prél:!‘.minary order
2t this time authorizing the issue of the shares of stock and
exempting the proposed Lissue from competitive bidding. Itv appears
that at a later date applicant will file for the Commiasion’s furthcr
consideration in this matter 2 s_upplanen‘ta.l application setting

forth the torms of the shares of stock and the price at whick it hes
arrangod to sell thenm.

CRRER

A public hearing having been held on *che above entitled
matter, and the Commission having con¢idcrec’. the cvidcnce and be'.’.ng
of the opinifon that the application should be granted, as herein
provided, that the money, property or labor to be prod;red or pald
for by the issue of the sheres of stock nerein authorized 15 |
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reasonably required by applicant for the purposes specif-ied herei;x,
amd that such purposes are not, in whole or in part, reaéonabiy

chargeable to operating expenses or to income; therefore,
IT IS HEREBY ORDERED as follows:

| 1. The issue and sale of 40,000 sheres of Cumulative
Preferred Stock, Sezd.es; D, by San Jose Weter Works hereby is exemptod
fron the Comissionf's competitive bidding rule set forth in Decision
No. 38614, dated Jmuary 15, 1946.

2. San Jose Water Works, on and after the effective date
herecof and on or before February 28, 1954, may issue and sell sald.
40';000 shares of Cumulative Preferred Stock, Scries D, at a price
hercafter to be fixed by the Cormission. |

3. San Jose Water Wor 5 shall use the proceeds to be
reccived from the sale of said 40,000 shares of preferred stock for
the purposes set forth in this application.

4. San Jose Water Works from time %o time may iseue shares
of its common stock of the par value of'$2'5 e ch to persons who ...hall
surrender in exchange therefor shares of its Cumulat;.ve Preferrcd

Stock, Series D, pursuamt to the convcrsion right to be granted to

such preferred stock.

5. Vithin &0 days a.ftcr the issue and sale of said shares
of preferred stock, applicant shall file with the Commission three

copies of Lts prospectus, and 2 2 report ..howing the amount of stock
sold, the price at which sold and the names of those to whom sold.

6. Within six months after the issuc and sale of said

shares of preferred stock, applicant shall file with the Commission
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2 statement showing in some detail the expemses incurred by it in
commection with such issue and sale and the account, or accounts, to
vhich such expenses werc ch..z-ged, ::nd, in gener._l the purposes i‘or

which the proceeds were used.

© 7. The autﬁority herein granted to issue end‘sell;'s‘aid‘
shares of Cumlative Preferre@ Stock;, Sexfieé 'D, will become effective
vhen the Commission by a supplemental order hos fixed the pricc at
vaich applicant may seil the same. In other respects, the uuthority
hercin grented is effective upon the dzte hereof.

L £

- Dated 2t L .o Tup . plids ,Cdliromia, this

October, 1953.
J) = M |
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