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Décision‘No.

ocoo BRI
29620 - LERED ECY AN R
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

I?'the Matter of the Applicat
°

DEL ESTE WATER COMPANY,

Application
a co*poration, for an order auth- No. 35052
orizing it to issue its preferred

and common stock.
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Del Este Water Company, a California corporation, has
filed this application for authorization to issuc 1,250 shares of
its 6% cumulative preferred stock, of the par value of $100 each and
of the aggrcgate;pac velue of $125,000, and to sell said shares, at
par for cash, for the purpose of paying indebtedness mmd of financing
the cost of property. It also requests authority to issue 3,712 |
shares of $25 par value common stoek in exchange for the 928 shares

of $100 par value common stock currently outstanding.

Applicent 1s engaged in the business of supplying water to
dcﬁe?tic, commercial and industriaol consumers in the vicinity of the
cities of Modesto ond Turlock and the towas of Empirc, Sulida and

Vaterford. It has reported.it, revcnuc° ond expenses as follow

S . 10 Months of.
1951 1952 1953

Operating revenues $200, 413 8245 042 $222 2L6
Opercoting expenses ‘ 146 360 133L968 6%, 94

Utility operating income p 56,97/ i 22

Applicantts balunce sheet shows its assets, liacbilitices
and net worth as of October 31, 1953, as follows:
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Assets

Plant and property
Less: Depreciztion reserve
Construction work in progress
Current cssets -

Cash

Accounts recelivable

Noxcs receivable

Material and supplies

Otne. assets

Total

Lizbilities and Net Worth

Fixed liabilities -~
Mortgege payable
Subdividers! advances

Current liabilities -
Notes payable
Accounts payable
Acerued interest and taxes
Consumers? deposits
Service dbilled in advance

Construction donations

Net worth -~
Capital stock
Paid in surplus
Barned surplus

Total

$1,119,735.68
iy 059.89

22 207
397. 75

l 132.00
17,720, 13

$ 388,000.00
115,196.38

50,000.00

$,715.08
34,3.52 63

82.05
L3581

92,800.00

59 700.00

205, .58, 61

& 903,675.79
' 568.61

595 457.17'
194212 &4

$1,011,914. 21

$ 503,196.38

98,495. AO
52,563 .

__357,653.61

$1,011,914. 2]

The preceding statament shows that as of October 31, 1953,
cpplicant was indebted to subdividers, on account of constfuction
adv_ncos, in the amount of 115,196 38 and that 1t had outstanding
$50,000 of notes paynble to banks. Applicant also reports thot its
construction program for the year 1954 contemplates the expenditure

of $75,132.50 for capital additions. ]

In order to provide funds with which to repay its bank
loans, to repay in part its liability for subdividers' advances and
to finance in part Lts 1954 construction program, appvlicant proposes
to issue and sell at par 1,250 shares of Lts 6% cumulative preforred
stock, par value of $LO0 per chare, having an aggregate par value of

$125,000. The initial offering of the preferred stock is to be made
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to oxisting sharcholders and such portion of the offering not token
by such shareholders will be sold to other persons.

Applicant asserts it is uwnable at the present time to state
the extent to which 1t will repay outstanding subdividers! advances.
It proposes, in connection with determining. the amounts to be repaild
them, to base its determination upon the total amounts, properly dis-
coun%ed, which reasonably would be expected to be refunded to such
subdividers pursuant %o thelr agreements. Any amounts derived from
the sale of the preferred stock which are not used to repay bank
loans and subdividers® advances will be used fihance n part

applicant?s 1954 construction program.

Applicant currently has outstanding 928 shares of common
capital stock having a par value of $100 per share and an agzrcgate
par value of $92,800. " It has not dYeen applicant!s practice to
distrivute its net income as dividends, with thg result that the book
value per share of common stock, as of October 31, 1953, amounted to
$L4R.05, if construction donations were considered as a part.of net
worth, ond to_$385L41 if’conétruction donations were ﬁot SO con-

sidered;

TUnder the provisions contained in applicantfg proposed

amended articles of inccfporation each share of stock is to be en-
itled to one vote. Ir order to preserve to the holders of the 928
common shares voting rights approximately equal to the proportionate
eéuity investment, applicont proposes to split said 928 shares on a
four-for-one basis, so that following s~id split the former holders
of applicant's common stock, par value of $100 per share, will be the
holders of four shares of applicant's common stock, per value of $25
per share, for each $100 share now held. It has not as yet filed a

copy of its amended articles of incorporation with the Seeretary of
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State and such authority as may be granted by this decision will, of
course, be conditioned to the filing of the amendment to the articles
with the proper agencies and the submission of 2 certified copy of
such filing with this Commission.

The Commission has considered this applicavion and i3 of
the opinion that applicant will have nced for the funds fo be derived
from the sale of its preferred stock, that the issue and sale of the
preferred shares and the exéhange of the common shares, as proposed,
should be authorized, and that the mbney, property or lakor to be
wrocured or paid for By the issue ¢f the shares of stock herein
cuthorized 1s rceasonably required by applicent for the purposes
specilied herein, which purposes are not, in whole or in part, reason-

ably chargezble to operating expases or to income.

Accordingly, the Commission will enter an order granting
the application.

The Commission having considered the above entitled matter,
and being of the opinion that a’put&ic hearing is not necessary and
that the application sheuld be granted, as herein provided; there-

fore,
IT IS HEREBY ORDERED as follows:

1. Del Este Water Company may issue and sell, on or before
Scptcmber 30, 1954, not exceeding 1,250 shares of its 6% cumulative
preferfed stock, at par for cash, for the purposes set forth in this

application.
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‘ ,?.. Del Este Water Compony may issuc 3,712 shares bi‘ its
common ca;:‘{i‘ca.'l. stock, %25 par 'va:'..ue, in exchange for the 928 shares
of capitel stock, $100 par value, currently outstanding, such exchange
to be made on the basis of four shares of the §25 par value common

stock fqli' cach share of the $100 par value commen stock.

3. Del Este Water Compony shall file with the Commissio:}
monthly reports as required by General Order No. 24-4, which oxder,

insofax? as applicable, is made a part of this order.

4. The authority herein granted will become cffective
when applicant has filed with the Commission a certified copy of

amended articles of incorporation.

Dated at San Francisco, California, this /5 Mé day of

February, 1954.
Presic‘ ent .,

\- w I

/A;/ 4/7‘/}%

Commission




