
Deci sion No. 4:7685 

3F.FOP.E ':'BE P"'I.J~LIC U:ILITIES COMMISSIO:~ OF TEE STATE 0 F CALIFORNIA 
I' ", 

In the ~atter of the Application of ) 

s:~ JOSE WATER ~ORKS, 
a corporat10:l, 

w , 
) 

· ) 
fo~ an order authorizi:lg it to is~~e : 
a!l. additional amount o,f its convertible) 
preferred stock ~~d co~~on stock upon : 
conversion.. ) 

· · - ......... -----~-.-,.".--- .... -~---

Application 
!~o. 33'681 

HcCUtcher.., 'l'ho::las, Matthew, Gri!!1 ths &:. Greene, 
oy Rop~rt :1i~,k';~ :Brown.." fora:9plic~t. 

This is an application for an ord.er ,of the Commission! 

:lUt.."l.or!Zing SM Jose Water 'Works to is~e and sell' 41,000 snarez of 

its ~~lative Convertible Preferre~ Stock, S~r1es C,of the:~ggre­

gate p~:::- value of '$1,025,000. 

In a fin~cial st~tement tiled in this proceeding applicant 

,reports its au~~orized ~d outst~ding cap1t~ ~tock, as ot July~l, 

1952, as follows: 

Preferred stock -
4-3/4% C1lClula ti ve, seri(:s A 
4-3/4% eumul~tive co~vcrtible, 

series B 
Other series 

'Iotal pre!'~r:red 
Cc:::n.on stock' 

Totals 

A.uth9riz~ 

$1,000:1 000 

560,050 
b..9J.j, .. &,..o..9.. 
2,5~5,050 
~?5Q!QQQ 

1&.,~83~,9 

$ 750,000 

560,,050 

1,310..,050,. 
l, 512,900' , 

$;.&~~~ 

Applicant no'W' proposes to sell thounisS'U~',she.res' or :'P:re-

tcrred stock that er.e authorized by its ~rticles or incorporation and 

h~s concluded to cl~ssi!y suCh sh~rcs ~s Cumu1~tive Convert~blc 

Pref¢rred Stock, Series C, and, if nuthorizedoy the Commi:;~ion, to 



• A.3368l MMW 

sell sucl'l shares 'by :n.eans or a negotieted \Jlldcrwri ting, t.."lc dividend. 

t....'"ld conversion ratos :md -;he price to be fixed :;:.t the tilnc of s<8.c. 

App11cant T s president test1fice. that" i..." hi::; opi.'1.ion" prc~cnt market 

condi tions md o.pplicant r s earnings do not permit the issue" under 

favorable tems, of common stock or nonconvertible preferred s,tock" 

and that it is not desired to increase the bond position at this time. , , 

Applicant's capital ratios as of July 31" 1952). and pro forma. giving 

effect to t.."le proposed. issue of preferred stock" are as folloW's: 

" , 
Bonds 
Preferred stock 
E~uity capital 

Tot.uz 

J:;lY 3J. ,.l9~2 

50.54% 
9 .. 73 

.,.;39.73 

100.00% 

Pro Foma 

46,.97% 
16.12 
36.91 .' 

lOO.Q~j . , 
In support of the request for authorization to ¢%'l.ter into a 

negotiated so.le, applicant alleges that the :.izc and the character of 

the proposed 1sSU:e make i,t unsu1 table for competi ti vc bidding in that 

a convertible preferred stock necessarily involves such variable 

factors as price" dividend r~te, conversion r~te, redemption prices. 

~d other terms .. Al though some of these prOvisions may be detenr.ined 
, , 

in advance of tho date 0'£ the offering, the conversion pri~e .. ,should 

be fixed in relation to the market value of the common stock at or 

about the offering d~te_ A certain period o·f time mus,t elapse: . , 

betwea~ the dates sot for suCmission of bids ~d theop~g of ~~e 
, , . 

same, and ~pp11cant 1 s of the opinion tha~ the :fixing of, the con~ 

version feat'J.res is i!upractical in co~pet1 tivc bidding transactions. 
'I 
, , 

In addition, applicant points out that whcnthe Commission adopt~' 
, . 

its competitive bidding rule in January of 19.461 t was recognized 
~ , • t • ' 

that small issues 'Were not adapted to competitive bidding, those of 
," 

$1,000,,000 or less being 's,utom..n:cically exempted. Applice.nt zuggests 
. ) ." .' 

that in view of the decline in t."le vDlue of the dollar since 1~46, 
, '. '" . J.. ~ I • ' 

it is roason~ble to conclude that an issue of the size now p~oposed 
. • . tl 
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is 'Wi tl--...in the spin t of th~ exemption heretofore approved 'by t.."'le 

Co:mmission.' The testimony further shows that additional expenses in 

excess of $5,000 'Would be in.eurred. by applicant i! it. submitted its 

shares of stock for sale at competitive bidding • 

.. . : If authorized to· issue and sell the shares or preferred 
. 

stoCk" app11.cant proposes to use the proceeds to, pay outstanding 'bar..k 

loans consisting of unsecured 3% notes representing temporar~ 

financing .. now in the amount or $850"000,, and to reimburse its treas­

ury for a portion of the moneys aetuaJ.?-y expended prior to July 3l, 

1952" for the acquisitiono! property or for tne construction, co~­

plction .. addition or iI:lprovem.ent of its facilities. As shoto.'ll in some 

detail in EXhibit A, applicantts nnfinanced construction as or April 

30" 1951" and its expenditUres between that date. and July 31, 1952, 

less the inci-ease in extension deposits." amounted to $1,,548,307.20, 

Ol!l amount which has been paid or provided from some source other than' 

.. the issue of seco..u-ities. According to the testimony, applicant's 

co~st~ction expenditu::es for 1952 are estimated in the aggreg~te ',I 

.:unoun t of $967" 541 and its refunds of 11Ile extension depo z1 ts in the 
, " 

~O'Unt of $299, 753·, ~ total of $1;267,294. 
. " 

Upon revieWing the record it appe~rs th~t applicant ~ll 

n:J.ve need for additional funds for th~ purposes indie::..ted in its 

o.pp1icat1on" one. that the Comrcission is warrcnted in making a prelim"": 

in~ry order at this time exempting the proposed issue from competitive 

'bidding and aut.,"loriz1ng the issue and sale of th~. shares or stock~ 

A~ a later date, upon the filing of additional 1n!or.mation with 

respect to the terms of the shares of proferred stock· and the price 

at wbicnapp1icant proposes to dispose of them, the Commission 'Will 

give further consideration to this application. 
.,1, . 

,I , ' 

, 1-; 
, . ~. 

-~ 
t" , 
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O'ODE·t) ...... ~ __ ... J,;;. 

, 

A public hearing having been held on the above entitled 

matter, and ~~c Commission haVing cons1deree the evidence and being 

of the opinion that the application should be granted, as herein pro­

vided; that the money, property or labor to be~ procu:red 0 r paid ror 
by the issue of the shares of stock herein ~.uthorized is reasonably 

required ~y applicant for ~e purposes specified herein; and that 

such p~oses are not, in whole or in part, reasonably chargeable to 

operating expenses or to income; theretorc, 

IT IS BEREB~ ORDERED as follows: 

1. The issue and ~ale of 41,000 shares or CUmulative Con­

vertible Preferred Stock, Series C, by S~ Jose Water Works, hereby 
.~. 

is exenpted from the Co~szionfs competitive.bidding rule set forth 

in Decision No. 38614, dated January 15, 1946. 

2. S~ Jose Water Works, after the effective dAte hereof 

t.nd on 0::' 'before December 31, 1952, nl.:"l.y issue and s~J..l said .4l,OOO 

sh~r¢s of preferred stock at ~ price here~!ter to 'be fixed by the 

Comtli S sion •. 

3. San Jose W~ter Works shall usc the proceeds to be r~­

ceivee from the so.le of' sOoid 41,000 shares for the purposes set forth . 
L~ this ~pplication. 

4- The authori ty h~rcin gra."ltcd to issue and sell said 

sha.res will become effective when the COmmission 'by a supplemental 

order has fixed t.i.e price at ....... hieh o.pplicant may sell the same. In 

other respects", tne authority herein granted 1s·e!1"€:ctive upon the 
d~.tc hereof .. 
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.' 
5. Wi thin .s,1xty :(60) days je.f'ter., th~ ,issue ,and sru.e, ,of 

'" • • .. '. t, • ~ 

said sh:l.rez, applicant ~hO;ll file ,~th', the Commis.sion three (.3) copies 

-of its prospec.tus Mld .:~ report :mowing,. -;he amount .o'! stock sold" ,th~ 
,"! I' • 

" , 
:price at. 'Whic.h. zold, ,. and the names of,: those to ~oIr. sold. 

-, 

6. 'Wi thin six (6) :o.onths ,'t1l':tcr, the issue and' sale of sDid 

shares" applic~t sh~l file 'Wi t..i. the, Cor:nniss:f.on a statement· sho'W1ng 
" . 

in some detail the expenses incurred by it i."'). connection 'With'. such' 

issue and sale a.."ld t.~e account? or accounts, to wh.ich such expenses 
" ' 

'W'ere charged, together 'With a. stiltcme..."lt showing the purposes tor 

whie.~ 'the proceeds were used. 

Dated a.t San Francisco, C6.1ifo:m.ia,.\,~1s 

SepteIllber, 1952. 
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