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Decisio!". No. 40~ "!5-
';1t.""_"-' 

BtFOBE T:~E POBLIC OTIL!'.LIbS COMM!~SION Of THE 

In the ~atter of the Applic~t1on of 
CAL I F0 ?.lH A WAXER SERVICE. COMPANY, a 
corpor<1tion, for an o~'der al.l:chorizing 
it to izsue an additional a~ount of 
its bonds and preferred ~nd common 
stoc~s. 
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A,plicat!on 
No. 29682 

:,1cCutchl2n, ThoffiRS, Mntth€'w, Griffitr.s ~ Gl"ec!'le~ 
by Robert f!:. B":,Qi'm, for Applicont. 

In t!"'.is ap?lication, California Wo.ter Service Company 

asks permission to issue ane! sell, for the purposes r~c1'e.;..fter 

stated, $1,500,000 principal amol.lnt of its First MortgaGe )-1/47~ 

Bonds,. Series C, due No'!,.tembex' 1, 1975, and 80,000 ::;l.~arcs of 

C~~~lative Convertib:e ?r~ferred Stock~ Series D, of the par 

value of $25 ~or share. It also asks permission to issue, from 

time to time, Sl.lch Zll.l::lbe:r of shares of cornman stock of the par 

valLle of $25 per zhare as may be issLls.ble to persons who .$hall 

sLlrrender in exch~nge therefor, shares of Applicant's Cumulative 

Converti 'ole ?rei'erred Stoc}:, Series D. 

California Water Service Company is a. Calitornifi cor

poration. It is eng~ged in the bl.lz1ness of the sU9~ly and 

d1st:::-ibut1on of water for domestic a..."1.C indL1strial pl.lrposes in 

the following localities in the State of California: Atherton, 

Bakersfield, Broad~oor Tract (San Mateo County), Chico, C6ncord, 
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• 
Croc!{0tt, Dan':ille, Cix.:m, East Los Angeles (Belvedere), 

H~~ford, Hermosa Bench, 1iv0r~ore, Lo~it~ Pork, Los Altos, 

Martinez (Viholcs~le), M~:::,~rsville, i~enlo P;:;.rk, Oroville, i?etalLlMa, 

?ort Chic:ago, Port Costa, Redondo Beach, San Carlos, Sal"J. Mateo, 

SO:.lth Sa.."'l FranCiSCO, Stockton, Valono., Visalia., Walnut C:-eek 

(who:esale), ViilloVis and \'Voodside. 

Applicant us of' July 31, ~?48, reports a~s~,ts and 

1iab~lities as follows: 

?lar..t, property ~:J.d equipment 
Intangibles 
Tangible 
Construction work in ~rogress 

Line extension depos!ts not yet 
expended for ?lant and pro?erty 

Current assets 
Cash in bank and on h:md 
Accounts receivable (less 
reserve $11,150.50) 

Muterials and supplies (less 
reserve $10,049.83) 

Misct~llaneol.ls investments 
Miscellaneous special deposits 
?repayments 
11iscellaneous deferred charges 

$.30,907,363.04 
$ 1,195, 785.17 
28,483,,557.29 
1,228,O~0.58 

90,937.39 

349,300.45 

595,988.87 

.285,739.29 
1,0.36,.2~6.71 

14,497.15 
14,411.35 
54,685.3.3 
75,749.29 

Total.assets $3~,~§~,672\07 . 

Lisbiliti~s 

Capital stock 
Common (210,000 shares) 
Pref~rred (139,000 shares 4.41~) 

Funded debt 
Firs~ mortg~g0 3~% bonds, 
Series C, due Nov.l,1975 

Serial notes, dl.le 1949 to 1955 
Current liabilities 
. Serial note due, Nov.1,1948 

Bank loans Que Dec.31,1948 
Accounts payable 
Interest accrued 
Taxes accrued 
Consumers' meter deposits 
Unearned revenue 
Divideno.s accrlJed on preferred 

stocl{ 
Mis'cel1aneous 

Liabilities carried forward 
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$ 8,72'5,000.00 
$ 5,250,000.00 

3,475,000.00 

12,782,000.00 
420,008.00 

60,000.00 
1,520,000.00' 

276.418.23 
107;173.74 
315,721. 50 
30,968.55 
;2,22Z.,7 

31,854.·17 
14,951.67 

1.3,202,,000.00 

24,316,310.43 



1iabilit!cs brought forward 
COl"lSU!:lerS' 11."10 ext 0:'1 5io:'1 c.cposi ts 
Contributions for extensions 
Reserves 

De-oreciation 
Amortization of i~,tanGi bles 
:Uscellaneous 

Unamortizod premium on Series A, B 
&: C 00.1ds (net) 

Capital surplus 
Paid-in surplus 
Earned sur?lus 

Total li&bilitie~ 

• 
$24, 316 ~310'- 43 

1, ,381', 137.4.3 
361,316'.15 

4,578,88'8.60 

210,391.08 
70,922.90 

665,454.·81 
804. 2'5Q~ 67 

$3',383. 672.9:1 

In Exhi bi t "e", Ap::"lica.."1t estirn~tes its construction 

eXgendit:,.1l:·~s for 1948 at $';,266,68), e,nd c,hows thl.lt from 'JbIluary 

1 to July 31, 1948, it expended for such purposes $1,913,533 

leaving a.'\").' une:q,ended b.:llo..."lceof $',1,353,,150. The testimony ShOViS 

tho.t Ap,?licant' s 1948 construction cxpenc.i turez will exceed. sa10. 

estimate and :nay approximate $4,000,000. App:"ic~nt has to date 

borrowed from two bat.Lks, for the purpose of f::'nal1cing in part its 
. 

1948 con~truction expenditures, $1,970,000 and. may borrow 

$300,000 more before tho proceeds from the sale of th~ bonds and 

stock become avail~b10. 

Applicant asl-::s permission to use $2 .• 800,000 of tb.~ bond 

a..Y'J.d stock procC'Gds to reimburse its trcasl.lI'Y ror a portion of the 

moneys actl.lall~r expended prior to July 31, 191;8, fro:: income or 

other moneys in its trea!;l..lry not secl.lrec. by or obtained fro~l the 

issue of securities une. expended for the acquisition of property 

or for the construc!tion, co~pletion,' extension or 1I:lprovement of 

its w::;.ter wo:-ks. facilities. Applicant st~tes that the major 

portion of the proceeds of such reimbursement will be used to 

repay sl.:.ms borro ..... cd from bo...'1ks on short-ter!:l notes to assist 

Applicant ~ defraying the cost of its 1948 .construction program. 
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A.29682 p. a1W (Corr.) • 
To the extent thot Applicant h~.:; borrowed fU::lclS from b~nk:s to pCoi.y 

expenses inc!.lrred bc:c.:lI.lSC of the 1.lcquisition or conztruct1,~m of 

properties or the !mprovel'Z;~.:m t of i t~ wa tt'I' '\','or:t!:;: i'~ c11i tiE:s" 

Applicant should directly $,.o!~J.y bvncl ~"ld stock ~roceecls to C!is

ch.,1.rge :lnd pay such \::Ia."ll{ lC3Jlz. the rema.inder of th~ n~t pro

ceeds, Applicant state::>, v:ill be ust.d t'Jv;urd the o\iymcnt c'f tl"1".; 

costs incurrc-d or to be inc1.lrred after J:'lly .31, 1945'J for th<: 

purchase, con5tructio~) com~l~ti~n, cxt~ns1on or l~?rovGeent of 

w:;.ter works facilities, or to reimburse:': ApiJlicant's tr€· .... su·ry 

bees,l.lse of ::loneys actunlly eX}'Icndli:d i':rum income or frc~ oth~r 

moneys in its tre.;::.sury not sc~u't'ed by or obtained from tne i~suc 

of securit1e~ ~o expended for the pUrchase, construction, com

pletion, extension or im?rOV0m&11t uf water workri rl)c"i.l.:.tit:~. 

Applicant estimutes its expcns€:s incident to thE issue 

and sale of said bonds and stock at $40,000. 

Applicsnt proposes to s€ll the :~1,50'J,OOO of bonds 

through competitive bidding. It asks the Commission to exempt 

the issue and sale of the 80,OOOsh~lres of Cumulative C~nvertible, 

Preferred Stock, Series D, from the provisions of DeciSion No. 

38614, dated January 15. 1946. Applic~.,.ntts pr<:sid€nt is of'the 

opinion that because of the vuriable factors involved in th~ 

issue of a conv(:rtibic preferred staclt, e .. g., diVidend rat~, con

version price and redemPti,crl price, it is not practical to sc~l 

said shares of convertibl~ preferred stock through competitIve 
.' . .' 

bidding. The testimony shows that he haS discussed in a general 

manner the sale of the sM\res of preferred stock with repres:enta

tiv~s of three groups of b~1A.\(ers. He testified that none of them 

was interested in the purchase of a straight preferred stock, but 
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that they have evinc€~ ~~ i~terest in the 9Urchas€ of 80,000 

shar€:s of cUIllulative convertible preferred stoc!.c. Bec,,"us, of the 

condition of the: pref€:r:red stock rnark~t, we 'beliE:ve that A;>pli

cant should be extended the opportunity to sell seid sh~res of 

pr€'!'errcd s tocl< on a negotiat~d basis. It sho\,llo. be understood, 

however, that if it does not receive a satisfactory price for 

the cumulative convertible preferred stock" the exemption grantt2d 

by the following order will lapse. 

A.?plicar~t will .file So supplemental Clpplication, or 

applications, showing the price nt which it proposes to sell the 

$1,500,000 of bonds and 80,000 shares of cumulative convertible 

preferred stock .. 

A public hearing having been held on the above entit~ed 

~pplicot1on, the Commission h~ving co:~sidered the eVid.ence sub

mitted. at such hear1ngand it o€1r:g of the opinion that the 

~oney, property or labor to be procured or paid for by tho 1s~ue 

of $1,500,000 of First Mortg~g€' 3-1/4% Bonds, Series C" due 

November 1, 1975, 80,000 share~ of C~ulative Convertible Pre

ferred Stock, and sh~re$ of co~on stock 'to persons who will 

$urrender 1.."1 excha.'1ge th~re.for shares of said cumulative con

vertible preferred stocl,::, is reasonably rcquil~ed by California, 

Water Service Compc.ny for the p\,lrposes herein stated, that such 

purposes, except for the '[Joyment of expenses i'ncident to the 

issue of the bonds and eccI'ucd interest on the bonds, are not, in 

vlhole or in part, r&asonably ch:.rgciab1e to oper~ting e:xpenses or 
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to income, and thCl.t this :J.??lici:.Ltion should be zr:mted,' sLlbj 0ct 

to the ~rovi~ions of tr~s order; therefore, 

IT IS HEREBY OnD~RED as follows: 

1.. Ca.lifornia Water Service Company may, after the 

~rfectivc dnte hereof a~d on or before December 31, 1948, issue 

and sell, at a price to be fixed by the Commission 1n ~ supple

:nenta1 order, $1,500,000 of its First Mortgage 3-1/4% Eonds, 

Series C, due November 1, 1975. 

2. California Wolter Service Company may, ufter th~ 

cffectiv~ dute hereof ilnd on or befor~' Dcc~r.:bcr 31 .. 1948, i!SSLl~ 

a~d sell, at a pric~ to be fixed by ~ supplcmcnt~l ore~r, 80,000 

sh~res of Cumulative Convertihle Prefcrr~d Stock, Series D. 

:3. The issl.le ~nd s~lc of said SO, 000 sh~res 0'1' con

vertible ,reftSrreci stock by C:ll:l.fornia W~ter Service ComiJuny, 

provided .it obtains for s~id shares a price s~tisfsctory to the 

CotrJ':'lission, is eXempt from th.:· pz'ovisions of the order in uE.'cis.1on 

No. 386147 d~tcd J~~~ary 15, 1946. 

4. CIl11fornia Water Servic0 Company l.,ay, from time to . 

time, issue sho.res of its co~on stock to perso!'ls who shull 

sl.lrre!"lder in exchange therefor sh.:..res of its Cl.lcl.ll~tivc Con

vertible Preferred Stoc:~, Seril:s D, such exchanGe to be :.l~on the 

bcsis of the conversion ol'ice hereafter \luthol'ized by the 

COIllI:lission. 

5. Ca11rorn1~ Water Service Company shbll use the 

?roceeds obt~ined from the issl.le ~d sale of saie bonds und su1d 

pref~rrl'2d sh~res of stock (~) to pay e):pc'nses lncident to the 
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A.29682 p •• orr.) M.l'/lVw • 
issue and sale of said bonds and said shares of preferred stock, 

(b) to discharge and pay notes iss~ed for the purpose of dj~.fray

ing in p~rt the cost of its 1948 construction program, and (c) 

to reimburse Applic~~t's treasury because, of income or other 

moneys in its treasury not secured by or ohtain0d through the 

issue of stocks or e~"ie.ences of inc.ebted.."less au thor1zed by the 

Cocmission, which were expended for tl'l<:: acquisition ot property 

or for the construction, completion, exten~ion or improveme~t of 

its water works facilities. The accrued interest may be used for 

general cor?orste pur90ses. 

6 .. The authority h~rein gra...~ted to issue and sell 

bonds will beco:ne ei'f~ctive when the CommiSSion, by u supplemental 

order, has fixed the ?r1ce at Which seJ.ici bonds may be sold, and 

when Applicant; hOo: pa.id the fee prescribed by ~ection 57 of tnt£: 

?ublic Otilities Act, which fee 1s one thousand two hun.dred fifty. 

($1,250.00) dollars. 

7 •. The al.lthori ty herein gra.~ted to iSSlJe and sellaO ,0.00 

sha.!'cs of cumWative convertible pJ:!:::fell'ed .stocl{ wiJ.lbeoomc ef1"ect1 "Ie 

..... hen the Co:mission, by a supplemental order, hos fixed the price 

at which saie. shares of stock may be sold. Except as provided in 

this paragraph and in parasr.lph 1T6" precedi::lg ' .. the author1 t~· 

granted by this order is effective upon the dD.te hereof • 

. 8. California Water Servic<:: Company shall file with the 

CommiSSion" as soon as availabl~, a copy of its r~listration 

statement, or statements, filed with the Securities ~c1 BxchMse 

Commission covering the issue and sule of said bonds and' said 

shares of preferred stocJ-:" and a copy of all e~;bibits referred to 

th.er~1n except Sl.lch exbibi ts as have heretofor.e been .filed with 

the Commission. 
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9. California Water Service Company s':l.<.111 fiie with 

th~ Co~~ission a r~port, or reports, as r0quired by the Commis

sion's General Order No. '-4-A, which order, in:::ofar as applic'-i.ble, 

is tl(~de a part' of this order. 

10. California Water Service 'Corn:p&ny sh~ll rile Vii th 

the Commission, on or before June ;0, 1949, a report showing in 

some detail the cx~cnses incl.lrred in connection with the issue and 

sel.? of sa.id bonds t.nd cutlulative convertible pl'ef'crred stock 

~d the account, or accoLlnts, to which such expenses were 

charged. 

Dated at San Francisco, California, this ~ ~ 
of October, 1948. 

day 

,. CoxnnliSSl'oner~;", 


