
Decision No. 492j.9 
'. 

BEFOP.E 'rBE PUBL!C U~IL!T!ES COMMISSION OF THE STATE OF' CALIFORNIA 

,In the Matter of the. Application of' 
SMt JO SEYAXER 'WORKS', 
a corpo·rat1on, 

for an order authoriZing 1 t to issue.an 
addi t"lonal amotmt of its convertibl.e 
preferred· stock and' common stock upon 
conversion. .. , 

) 
· ) 
· ) 
· · ) 
· · 

---~-'------------~---) 

Application 
NO.;34716· 

McCutchen~ Thomas~Mattnew"Grirtiths & Greene, 
by ~9b~rt M.:. 'Bro'Wl'l. for applicant. . 

This is an application for &l order of the Commission 

aut:b.orizing San Jose 'Water Works to 1ssueand soll not to exceed 

40,000 shares of its CUmulat1ve Preferred Stock,,' Se.ries D" of tho p~r 

value of $25 each and e>f tho aggregate p~r value ·of $1,000,000, by. 

:m.eonsof a negotiated underwr1 t1ng, Dlld to issue sh~res of common, 

stock. 

The application w.e.s filed "W1 th the Commission on Septanb~r 

15, 1953. tbercafter, a public heer1ng was held before Exam1n~r 

Co1e:m.:!n in San Fr~c1sco on October 7, 1953, at which time the :m.~tte:r 

'W'as~en under su1xnission. 

The purpose of the proposed ,f.1.nonc1ng is to proVide appli­

cant 'With funds to pay indebteOncss end to reimburse 1 ts treasury tor 

moneys expended for properties and fcc1lities. Applicant reports 

tb.at 1 tsexpenses incident to the issue and scle o·f the'shares of 

stock will amount to $1$,000 to $20,000, that presently it has out­

st~d1ng short-term 'bmlk loans 1n the amount of $900,000 IJlld that it· 

is tD.ccd 'With ~ cont1n~g progr:lm or expansion in the' future.' . Based 
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on the :!ctu.al expenditures :f'or tho first eight months or. this year, 
" 

, ,~, 

.:l.pp11cmlt estimates i,t 'W111 be co.lle<l upon to exp,ene in the aggregate 
_ ) 'ft~ ; 

o.pprox:lnu».tely $1,,422,000 during 1953 for add1 tionsto its p1:m.t, fo·r 
," ;(,. , 'T' .~,-, 

re1\mds of line extension depos1 ts ~d fo·"!: s1nlr..1ng fund paj'ments. It 
1" •• 

reports that during this ye3:r .3,.317 new consumers ~ll have 'been 
•• ~, ' ! / . ' • 

o.ddod to its lines ~d thz.t d.uring 195.4 it i's thought that .3, 200' :nore 
I l • : ... " .>~ I 

customers 'Will be nt~cb.ed, and that addit10nal capital expen<!1tures 
• I ,,', ,,' • 

of appro~tely $1,000,,000 Will be reqUired. 
"".: : 

In presen t1ng ~~i s m~ttcr to the Commi ssion app11can t ha.s 
" . 
\ 

filed its financial state:n.ent as of July 31, 195.3" showing its assets, 

li~bi11t1es and c~pital as follows: 

Assets 

Fixed capital, less dep:rcci~tion reserve , . $16,080,202.25 

$ 226,,193.98 
Current ~sscts -

C::.sh 
Accounts receivable 
Other current, assets 

Total current'assets 
Other debits ' 

Bonds 
Current liabilities -

Bonk1ow.s' 
Aceoun tsp~y~'ble 
Accl"Ued ~es ' 
Other current liabilities 

Total eu:rrent lia.'bili ties 
Lino extensiondepos1ts 
Contributions 'for extensions 
Un~ortizedbond pre:ni'Wll 
Preferred· sto ck 
EqUityeap1tal, -

Common:,.s~ck 
Surplus. 
Tot~ eC1,u1ty ~ap1 t::U.. 

Totol 

'rota! 

-:2 

.304,.088.l1 
680.665.94' 

~ 900,000.00 
'370,,478 .. 21 
526:,115.$3 
81.367.18 

I 

3,990,975.00., 
'2,0'29. 590.92" 

1,210, 948.0.3 
54,852.2$. 

$1 7 ,'sZ46:!0,62~5.§, 
" d, 

$ 6~7S0,000wOO 

" 

6,020,565·.02'/ 

i1 7 • ~ffl6;6P3. 5~' 
.", . 



Reference 'to' the preceding; b31~ee shc¢t shows thet 

c.ppliccnt has f1narie'eo, '1tsol:f1n part through the issue of bonds -' 

<rod :mOlres of j)refcrred '5nd c'ommon stock ond the retention ofeam­

,1ngs" and that 1 t ha.s incurred curren t110,b1l1 ties" .oxclus1 ve of 

line extension depos1 ts; as of' the date of the beJ.ance 'sheet in ~ 

amount 'Wh.i~h exceeds 1 ts eurr~t assets by more then ~600',OOO~ 

The issue of shares or sto'ck~ as now proposed,. 'Will enable 

o.pp1icont to cu.rta.11 its' current ob11g~tions, to improve its, ca.sh 

POsi tion" :md to pro·vide a broader o~se of perm~e.nt :j'Ul'iior cal'ital 
\ 

in !ts. structure. Its cllpittll rc.t1os tlS of AugtlSt, 31:, 195.3," and as:( 

c.djusted to give eff'ect to the proposed f'inenc1ng" are aSf'ollows: 

Bonds 
Preferred stock 
Common stoCk equity 

Xot~s 

Aug. 31. 19'53 

46 .. 64% 
ll.8'2 ' 
41.54, 

100.00$' 

:t>-XQ FQI;!la. 

43.64% 
l7.49: 
3$.81" 

100.00t;: 

'J:he sha.res of preferred stock applicant new ?:t'opo,ses to' 

issue 'Will"constitute a new series. ~e7 "Will be convertibl~1nto 

shares or common stock, oWill be entitled to cumulative dividcnc.s 

.ao.d 'Will be redeemable at such. rates ~s ~creafter mll b~ de:tc:r.m1ne(!. 

by aJiplic:m.t f s 'boc.rc1 or dircctorz.' In issuing shares of the pro­

posed neW' senes nt this :time, applicant not only 'Will be ilnprov1ng 

its bond posi t1on, as indicated in the preceding tabulation; 'but' 

also 'Will be prov1Cio.g tor addition.:ll COz:mlon stock equity ult1~tcly, 
• , 1'<, 

thl'Ough conve,rs1on or the shares or the new series or preferred: 
, ~ 

stock into co:amon shAres. 

Although the Commission's competitive bic.ding: rulo 

exempts the issue of' :m..y secur1 ty where tbe total considera.tion' 

received is $1,,000,000 or less, 1 t appears tb.~t the pX'Oj)osed issue 
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mo.y be sold at a prem.1tml. so thc.t the total consideratio.n mayor may 

not be in excess 0.-'£ $1,7000"OOO,al'though it is thought that- the 
- -

expenses of issue I'Jro bc;bly v.ill bring the net receipts eo'Wn to below . , 

the $1,7000,000 figure. However" 1n view of the ,uncertainty of the 
", 

Clllo.ont to be received, applicant has req,ucstod the Comtl1ss1on to -, 

enter on ordqr exempt1ng the proposed issue from com.petitive .bidd1ng. 
, 

It also presented test1:nony clearly 1ne.1c~ting.that. th.ep:ro;'os~ 

issue, because of. the' nature of tho series of- preferred' stock and 
,. ,. 

the size of the offcX"1ng; would not. be sui table for eompet1 ti V~ 

bide:.tng a~ements. 

Upon the record mad.e in this pD.rticular ;proeeee1ng" we a.re 

of the op1n1on that appl1c.mt h~s nece for the proceeds from the 

s:)J.c of its shAres of prci"errcdstock for the purposes 1ne1ceted, 

th-at the issue :)£ additional preferred stock at this time is 

desirable, one that we arc ~rranted in entering :l prcl1m1nary order: 

Cot this time authoriZing the issue of' the sha.rcs of stock and. 

exempting the proposed 1 s sue f'rom coxnpct1ti ve b1dding. .It. al'poa.l"s 

tn~t ~t a l~ter cate applicant will file ro~ the Commission's further 

consideration in this matter c supplemental ~pvlicetion setting' 

forth the terms of' the shares of stock :md tho price o.t Which 1 t hc.s 

arrongcd to sell them. 
; " 
.,', 

A public hearing having been held on the above entitled 

mo.ttcl", ~d the Commission haVing cons1deree the evidence. Dnd 'being 
" 

of' the o-p1n1on th:!t the application sb.ould be granted_or as heroin 

provided" that the monoy" ,roperty or labor to 'be procured or paid 

for by the issue of the shc.rcs of stock herein authorized is 
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re~son~bly required by npplicant for the purposes spec1fied herctn~ 

and that such purposes arc not, in whole or in p~rt" reasonably 

cb.argcc.ble to operating expenses' or to incom6; therefore', 

IT IS HEREBY OBDERED as follo'W's! 

l. ~e issue and sale of 40,000 sheres of Cumulative 

Preferred Stoek, Series D, by' SM Jose Water Works hereby is ex~ptod. 

from the Commission's compet1tiv:c bidding rule set forth in Decision . 
No. 38614, dated January l5,1946. 

2'. Son JoseWc.ter Yorks, on and after tho effective d.'lte 

hereof ~d on or 'betore Febl"l,.l..'lry' 28, 1954, may issue and sell stUd· 

40,000 ~rcs of Cumulat1 ve Preferred Stock, Sories D, at a price 

h~rea!tcr to be fixed by the Commission. 

3. San Jose Wc.tcr 'Works sh~l use the proceed,s to be 
I 

received from the SDlc of said 40,000 sheres of pref~rred stock for 

the puxposcs set forth in this nppl1cc.t1on. 

4. San Jose ~ater Works from time to time may issue shAres 

of its common sto ck of the par value of $25 e~eh to persons 'Who shall 

surrender in exchange therefor shares of its Cumulative Preferred 

Stock.., Series D, pursuant to the conversion right to be gr&lted to 

such preferred stock. 

5. Within 60 days after the issue ~d sale 01" said shares 

01" preferred stoek~ applic~t sh.DJ.l f1le wi tb. the Commission three 

copies of its prospectus, and Do report shOwing the Wlount of stock 

sold, the price at 'Which sold ~d the names of those to whom sold. 

6. 'Withins1x months after the issue and se.lc of sOoid 

shAres of preferred stock, applieant shall tile 'With the Commission 
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\).. st.:.te!:len:t sho'Wing in some det£l.11 the expense~ incurred by 1,;t 1n 

co:cnection 'With sud. issue ~d sale and the accoW'lt, or accottnts"to 

'Wb.ich ~eh, expensesyerc ~:rgod." Z!nd, in 'genercl." the purposes fo·r 

which the proceeds were used • 

. 
,J' , ,'7. The ~uthori ty h~re1n grDnted to 1 ssue ~d sell s:l1d 

·sh.?res or 'Cumulative Prercrr~ Stock, Se;ries D, will b~come effective 

when the Commission by a supple:nentaJ. order hc.s f1xeC the price at 

'Wb.1cb.' appli·e~t lD.:lY sell the s&Ile. In other resp~cts> the authority 

herein grented is effective upon the &te hereof. 

/ ' :l. ~ 
DtLted at-.~,., h' / d f'> ,,(/"'-M .Cal1!o:rn1a, this 

October, 195;'. 


