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Decision No. A

EEFORE THE PUBLIC UTILITIES COM¥MISSION CF THE STATE OF CALIFOZIIA

In the Matter of the Application of

CALIFORNIA WATER SZRVICE COMPANY,
a corporation, Application
¥o. 20480
for an orcder authorizing it to
sell an additional amount of its
preferred stocCk.

MeCutchen, Thomas, Matthew, Criffiths & Greene,
by Rebert M. Brown, for Applicant.

QRIXIQOXN

For the purposes hereafter stated, California Water
Sefvice Company asks permission, In this application, to issue
and sell 60,000 shares of its Cumulative Convertidlz Preferred
Stock, Series E, of the par walue of $25 per share and, from tize
to time, iscsue chares of 1its common stock therefor, of the par
value of 25 per share; TO persons wno chall surrender in exchange
therefor shures of appilicant’s Cumulative Convertidble Preferred

Stock, Series E, such exchange o be upon the basis of zpplicaat’s

conversion pricc established in relation to said Cumulative

Convertiole Preferred Stock, Series Z.

Czlifornia Water Service company iec a California cor-
poration. It serves with water a2t retail <ne following cities
and comrunities wnd certain territory adjacent thercto, 21l
located in the State of Colifornin: Redéﬁdowseach, Hermosa Seach,
BZzst Los Angeles (Belvedere), Bulersficld, Visﬁiia,‘ﬂanford,

Los Altos, Menlo Park, Woodside, Atherten, San Corlos, Szn Mateo,
Lomita Park, Soutkh San Francisco, Broadmoor Tract, Livermore,

Denville, Concord, Crockett, Valona, Port Costa, Pert Chicago,

e




a. 30480@Q) 2 = ®

Petaluma, Stockton, Dixon, Marysville, Willows, Oroville, Chico.

In addition to the above communities, applicant

presently supplies water at wheolesale to the City of Walmat Creeck.

For the twelve months ended June 20, 1949, applicant
reports operating revenues of $5,692,375 and gross inqome, that
is the amount availlable for the payment of interest aﬁd éividends,
and for surplus, of $1,263,382. Its interest and other fixed charges
are reported at $495,152, its dividend on preferred zvock at
$217,120 and its divicend on common stock, 2t $420,000; leaving
$131,110 for

-

As of June 30, 1949, applicant reports ascets and
licbilities as follows:

ssets

Plant, property and equipment 833,583,812.06

Less depreciation
$28,830,253.952
Intangidble assets 1, ?*8,,P8 26
Lecs amortization : 223/.99
3 1,180, 003.27

Total proverty, onlant, equipment
and intangidles $20,012,257.19
Miscellancous investments 4,879.15
Special deposits 31,773.28
Line extension deposits 197, 7113.01
Currcont assets - 1, 342 546.51
Cash in banks and on hand £208,934.76
Consumers accounts
receivadble-net 366,915.82
Miscellaneous accounts
receivable 11,626.91
Materials and sunplies 620,;;0 28
Prepaynents 24,752.7L
Miscellzneous deferred charges
and expenses

Total assots
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Lianilities

Capital stock - Par Value BR25 per share $10,725,000.00
Preferred Series C, 4.4%
preferred cumulative - 83,475,000.00
Preferred Series D, 5.3%
cunulative convertidble 2,000,000.00
Common 5,250,000.00
First mortgage 33% bonds,
Series C, due Nov. 1, 1975 16,222,000.00
Serial notes due Nov. 1, 1950
to Nov. 1, 1955 360,000.00
Current Liabilities- , | £20,264.12
Serial note due Nov. 1, 1949 & 6C,000.00
Accovnts payable. . 370,209.59 -
Accrued interest 89,199.16
Accrued taxes - general 6,530.12
Miscellanecous aceruals 9,482.23
Charges billed in advance 37,992.42
Federal income tax, estimated 24%,082.04
Acerucd dividend on preferred '
stock 32,262.50
Consumers! meter deposits 33,205.46
Consumerc lince extension Acposits 1,328,334.76
Miscellaneous reserves 20,266.46
Net- premivm on outstanding
funded debt 204,6L6.21
Contridbutions in =2id of construction 262,705.24
Capital surplus 73,527.50
Paid-in surplus 672,914 .61
Earned surplus L B35.546.35

4

Total liasbilitics £31,625,605 45

Applicantls capitelization ratios, 25 of June 30, 1949,
ané such ratios after the issue of the 60,000 shares of Curmlative
Convertidle Preferred Siock, Series E, and tuae peyment of o' £60,000.

serial note are snown by the following stavement:

Ttem Jene 20, 19.9 Pr
%
Bonds 56.30
Serigl Notes 1.25
Preforred Stocxk 19.00.
Comnon Stock and Surplus. 23.45

Total 100.90

In Exhibit "C", applicant reports thot from May L, 1949
to May 31{ 1949 its net addéditions 4o fixed capital cost
£453,538.86. Bxcluding expenditures on jobs covered by deposits,
applicant estimates its expenditurcs (Exhidbit ™©) for'plan and

property from June 1, 1949 to December 31, 1949 at $1,542,936.
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This amount is in Exhibit”"D"'éegregatedvas follows:

Land $ 102,165
Structures 40,520
Wells 82,719
Storage 51,650
Pumping equipment 112,613
Purification systen 16,1828
Transzission mains 65,889
Distribution mains:
Additicns and replacements
for betterment of service 421,940
Extensions for new consumers .
not covered by deposits 121,954
Services 245,955
Meters 91,000
Hydrants 77,376
Eouipment 36,341
Purchase of Pacific Gardens

Water Comdany property 76,116
Total $L, 542,93

To finance its c¢construction expenditureS“subsequent to
May 1, 1949 cither directly, or indirectly through the reimburse-
menﬁ of its treasury, applicant seeks authofity to Lssue and cell,
on a negotiatéd basis; 60,000 shares of its Curmlative Convertidle
Preferred Stock, Series 5. It estimates Lts expenditures in
connection with such stock issue at $18,500. It proposés»to‘use
the‘ﬁet proceeds derived from the sale of said shares of -stock
for the following purposcs: (a) $453,538.86 to reimburse its

treasury for moneys actually expended from May 2, 1949 to May 321,

1949 from income or from moneys in Lts trezsury not secured by or

obtained from the issue of securities and so expendad for the
acquisiﬁion of property or for the comstruction, completion,
extension or improvement of facilities; (») to apply the remainder
of caid net proceeds‘towgrd the payment of cost incurred or o he
incurred after May 31, 1949 for the purchose, construction,
completion, extension or improvement of woterworks facilities,

or to the extent that such cost shall nave been aetually paid
prior to the rezlization of said proceeds by applicant 0

reimhurse its treasury for moneys actuaily oxpended from income

i
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or from other moneys in its treasury not secured by or obdbtained
~rom the issue of securities and so expended for the purchase,
construaction, completion, oxtension or improvement of waterworks

facilities.

Applicant aské the Commission to éxempt the Lssuce and
sake of said 60,000 shares of Cumalative Convertidble Preferred
Stock, Serices E, fron e provisions of Decision'Nq. 38614,dated
January 15, 1946. Applicant has not yet fixed the rate of
dividend waich said Series E shares of stock will bear, nor the
conversion price mor the redemption pricc relative to sald shares
of stock. It proposes to fix sueh factors at or about the time

it concludes its negotiations for the sale of sxid sharcs of stock.

Applicant's president testified that in his opinion
applicant can obtain approximately 31,500,000 at less cost if it
s 2 convertible preferred stock, rather than a straight
preferred stock with no conversion privilege. He iz further of

the opinion that, because of tﬁe variadle factors such as the
cividend rote, the conversion price and the redemption prices
involved in the iscuc of s2id shares of stock, as well 25 the
small amount of the issue, there iz some doudbt 2s to whether
applicant would obtain any bids for said shares of stock. Other
reasons were given for the exemptioz of the issue and sale of
said shares of stock from the provisions of séid Decision No.
38614.

We believe that applicant should be extended the
opportunity to sell said shares of stock on a negotiated dbasis.
It saould be understood however, that if applican% does not
receive a2 satisfactory price for said énares ¢f stock, the
evemption granted in the following order will lapse. Applicant

will, in due time, file a supplemental zpplication showing the
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price at which it proposes to sell s2ié chares of stock and the

terns of the stock.

QRRDER

A public hearing having deen held on the above entitled
application, the Commission havirg consicered the evidence b=
niteed a2t cuch hearing and it being of . the opinibn that the
noney, property or labor to be procured or paid.for by thae issue

of 60,000 shares of Cumulative Convertidle Preferred Stock,

Seriecs E, by California Water Service Company, and shares of

common S$tock to persons who will surrender in exchangeftherefor
shares of said Cumulztive Convertivle Preferred Stock, Series E,
is reasonably required by it for the purposes herein stated,
that such purposes are nob, in whole or in pert, rcasonably
chargeable to operating expensds or to income and that this
application should bde grénted, subject t¢ the provisions of .this

order,vﬁherefore;
IT IS HEREBY ORDERED as follows:

1. California water Service Company, ofter the
‘effective date hercof and on or bYefore October 15, 1949, w2y
iszue and sell at o price to be fixed by 2 supplementzl order,
60,000 shares df its Cumulative Convertidvle Preferred Stock,

Seriecs Z.

2. The iscue and sale of said 60,000 shares of
Cumulative Convertible Preferred Stock, Series E by Culifornis
Water Service Company, provided it obtains for said shares &
price satisfactory to the Commission is exempted Lrom the pro-
visions of the order in Decision No. 38614, dated Jamuory 15,
1946.
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3. California Water Service Company miy, from time to
time, issue‘shares.of its common stock to persons who shall
surrender in exchange therefor, shares of its Cumulotive
Convertible Preferred Stock, Series E, such exchange to be nmade

- upon the basis of the comversion price hereafter zuthorized by

the Commicssion.

4. California Water Service Company shall use the
proceeds obtained from the issue and sale of said 60,000 shares
of Cumilative Convertiblc.?reférred Stock, Series 2, to pay 1ts
expenses incident to the issue and csale of sz2id shores of stock,
and €0 reimburse its trecsury dbecause of income or other moneys
in ite trecsury not secured by or obtuined through the issue of
stock or evidence of iﬁdebtedness authofized by the Cormission
which were expended for the acquisition of property or for the
construction, completion, ¢xtension or improvement of its water-
works facilitics, or to pay ir part the cost of the a2dditions or
betterments referred to inm Exkidbit "™D" on file in this applica-

tion.

5. The'authbrity nerein granted to issue and sell
said 60,000 sharcs of Cumulzotive Coavertidle Preferred Stock,
Series B, will become effective when the Commission, by 2
supplemental order, has fixed the price at whieh szid shores of
stock may be sold. All other authority granted by this order

is effeetive upon the date rereof.

6. California Vater Scrvice Company shall file with
the Commission a report, or reports, as required by the Com-
nmission's General Order No. 24-4, which order, insofar as

applicadle, 4is made 2 part of this orderQ
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7. California VWater Service Compony shell file with
the Commission on or before December 31, 1949, a report showing
in some detail the expenses incurred by it in comncetion with
the issue and scle of said 60,000 shares of Cumulative Conveftible
Preferred Stock, Series E, and the account or accownts to which

such expenses were charged.

Dated ot San Franclisco, Coliforniz, this 2 ~_day
of August, 1949.
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