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Decision Xo. 47685

2RFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

SIN JOSE WATER WORKS,
a corpoxration,

Application

for an order authorizing it to iscue No. 33631

an addivional amount of 1ts convertidle
preferred stock and common stock upon
conversion.

NS Nl N T

MeCutcher, Thomas, Matthew, Griffiths & Greene,
by Rodert Mince Browm, for applicant.

This 1c an application for an order of the Commiszsion.
authorizing San Jose Wabter Works %o issue and seI;‘Al,OOO shares of
its Cumlative Convertidvle Pfeferred Stock, Series C, of the.aggre-
gate per value of $1,025,000. ' A

In a finencial statement £iled in this procceding applicant
- Teports Lts authorized and outstanding capitzal stock, as of July 31,
1952, as follows: |

Authorized OQutstanding
Preferred stock ~ : :

L-3/4L% camlative, series A $1,000,000 & 750,000
4=3/4% cumulative convertible,

series B | 560,050 560,050
Other serdies 1:025.000 -
Total preferred ; 2,585,050 45 315,050
Cemnon stock: A 6,250,000 3,512,900
Totals ; ; §8.825,050 84,822,950
Applicant now proposes o sell the unissued-shares of pre-
ferred stock that are authorized by its articles of incorporatioﬁ and
hzs conecluded to classify such shares as Cumulative Convertidle

Preferred Stock, Series C, and, if authorized by thé'Commiﬁsion} to
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sell such shares by means of a hegotiated wderwriting, the dividend
and conversion rates and the price %o be fixed zt the time of sale,
Applicant’s president testified that, in his opinien, precent market
conditions and cpplicant’s earnings do not permit tﬁe issue, under
favorzble terms, of common stock or nonconvertivle preferred stock,
and that it is not desired to increase the bond position at this,time.
Applicant's eapital ratios as of July 31, 1952, and pro forma givingf |
effect to the proposed Lssue of preferred stock, are as follows:

| - July 31,1952 Pro Forma

 Bonds B 50. 54% 46.97%

Preferred stock . 9.73 16.12
Equity capital 39.72 36.91 .
Totals 100.00% 100.00%

In support of the request for authorization to enter into 2
negotiated sale, applicant alleges that the size and the character of
the proposed issue make it wsuitable fervcompetitivc bidding in that
a convertible preferred stock neeessarily involves such variable
factors as price, dividend rate, conversion rate, redemption priceu
and other texms. Although some of these provisions»may be determined
in advance of the date of the offering, the conversion prieevshould 
be fixed in relation to the market value of the‘eemmon stockiet'er |
about the offering date. A certain period ol eime must clapse:
between the dates set for submission of bids and the opening of the
same, and opplicant 15 of the opinion that the fixing of the con-:
version fec.turec is impractical in competitive bidding traneaevienf.
In additien, gpplicant points out that when the Comnigsion udopted
its combetltive bidding rule in January of 1946 it was recognized
that small isszues were not adapted to compctitive bidding, those- of
oL, OOO Q00 or leus being automatically exempted. Applicant uuggeote
that in view of the decltne in the value of thc dollar sinee 1946

it i° rcasanable to conclude that an issue of the size now‘p*oposed
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is within the spirit of the exemption heretofore approved by t;e‘

Cormicssion. ' The testinmony further shows that additional expenses in

excess of $5,000 would be incurred by applicant if it submitted its
shares of stock for sale at competitive bidding.

If authorized to issue and sell the shares of preferraﬁ
stock, applicant proposes to usé the proceeds to pay outstanding bank
loans consisting of unsecured 3% notes representing temporary
financing, now in the amount of $850,000, and to reimburse its treas-
ury for a portion of the moneys actually expended pri&r to July 31,
1952, for the acquisition of property or for the cdnsﬁructiah,'cog-
pletion, addition or improvement of its facilities. As shown in some
detail in Exhibit A, applicent's wnfinanced construction as of April
20, 1951, and its expenditures between that date and July 31, 1952,
less the increase in extension deposits, amounted t6’$1,548;307;26,‘
an amount which has been paid or provided from some souree o ther tﬁén“'
~'the issuc of securities. According to the testimony, applicant's
cogsffﬁcéion expenditures for 1952 are estimated in the aggregate
amount of $967,541 and Lts refunds of line cxtension deposits in the
amount of $299,753, a totel of $1,267,294.

Upon revicwing the record it appecrs that applicant will
have need for additional funds for the purposes indicated in its
application, anéd that the Commission is warrented in moking 2 prelinme
inary order at this time exempting the proposed issue from competitive
bldéding and authorizing the issue and saie of the shares of stock.

At a later date, upon the filing of additional information with
respect to the terms of the shares of preferred stock and the’price
at which applicent proposes to dispose of them, the Commission will
give further consideration to this application.
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QRDER

A pudlic hearing having been held on the aﬁove entitled
natter, and the Commission having considered ﬁhe evidcnce and being
of the opinion that the application should be granted, as herein pro-
vided; that the money, property or labor to be-procured1or paid Lor
by the issue of the shares of stock herein authorized is reasonably
required by applicant for the purposes spccified hcrc:n, and that
such purposes are not, in whole or in part, reaeonably chargeable to

operating expenses or to income; therefqre,
IT IS EEREBY ORDERED 25 follows:

1. Tke issue and sale of 41,000 sharee of Cumulative Con-
ve*tiblc Prefe*red Stock, Series C, by Sgn Jo e Water Works, hercby
is exempted from the Commission's competitivo vidding rulc set forth
in Dccision No. 386L4, dated January 15, 1946.

2. San Jose Water Works, after the effective date hercof
and on or vefore December 31, 1952, may iscue and sell said 41,000
shares of prcfcrredistock at a price hereafter to be fixed by the
Commission. | |

3. San Jose Water Works shall use the proceeds to be re-
ceived from the sale of said 41,000 sheres for the purposes set forth
in this spplication. '

L. The authority herein granéed to issue and sell s2id

- sheres will become effective when the Commission by 2 supplemental
order has fixed the price at which a%plicant may sell the same. In
other respects, the authority herein granted is effective ﬁpon the

date hercof.
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5. Witnin sixty (60) days after the issue.and sale of
saild shares, applicant shall file with thc Commiss:.on three (3) copies
of its prospectus and & report ..howing the amount oL stock sold, tha |

price at. which sold,.and the names of .those to whom soid.

6. Within six (6) montas after the issue an&"sale of said
shares, applicant shall file with the Cormission a statément'showing
in some detall the expenses incurred by it in connection with".'sﬁéh' |
issue and sale and the account, or accounts, to which such expense ses
were charged, together with a statement showing the purposcs for

which the proceeds were used.

Dated at San Francisco, Cb.llifomia,g_tm‘s Z/.' = day of
September, 1952. |

Q)Wﬂ\

B Presiden"

Cormissioners.




