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SEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA -

/

In the Matter °§ the Applicotion.
0

. A
Decision No._ L2890

: Application
CALIFORNIA WATER & TELEPHONE COMPANY No. 21022

to Lssue and sell stock.

. Racigaluni, Elkus & Salinger, by Hcrbnrt H.
Salinger, for applzcant.

QRELEZICN

California Water & Telephone Company, applicant herein;'
has applied to the Commission for an order atho izing it to issue
and sell 35,000 ckhares (£875,000 w»ar value) of its Cumul_tﬂvc Pre~
ferred Stock, Vl 25 Dividend Series, at not less than $22 40 a shere,
and 50,000 shares ($l 250,000 par value) of its common stopx at'not
less than $28.25 a~sha_e, for the purpose of provzding«funds to
carry on its l950_construccion program and to pay bénv loans, if aﬁy,
incurred in cbnnection thcfewith It asks the Commission to exenpt
- the Issue of the shores of common ﬂtock from the requzrement of the
Commission's competmtive bidding rule set foru“ in the oxrder in

Decision No. 38614, dated January'l;, 1946, in aselﬁb; 4761.

ALpplicant presently nas outstanding shares‘of prérerred

stock of several series and cshares of common stock a2s follows:

‘ Class . Shares Paflvslng"
Prcfe*red -

Cumulative Preferred, $l 20 D¢vidend Series 107,000 £2,675,000°
Cumulative Preferred, $1.00 Dividend Series ?2 OOO 5;0 oce-
Convertible Cumulative Preferred, :

$1.40 Dividend Series ' _32,407 810,17'5_
" Total Preferred 161,407 Z,035,175 .

Common. | : . 48,060 3,701,500
‘ Total 309,467 £7,736.675
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It now proposes to create a new series of p“eferred stock
to be known as Cumulative Preferred Stock, $1.25 Dividend Series. |
The holders of shares of such stock sholl be entitled to cumalative
dividends at the rate of $1.25 a year, payable quarterly, or at suen
time as the applicant's board of directors‘méy éétermine, and ﬁpon
"redemption shall be entitled to receive the par 6alﬁ¢ of such~shércs
and an amount equal to the acerued and wnpaid dividends,‘together
with a promium equal te $L.25 a share, if redemption de effected on or
vefore March 1, 1955; to 75¢ a share if redemption bc effected thcre-»
after and on or beforc March 1, 1960; to 25¢ a share if *edemntion e
cffected therecafter, provided in any case that if redemption be made
with funds derived as the procecds of proporty SOld to governmental
authorities or taken in condémnation, then the holders shall not be.

entitled to any pramﬁnn.

If zuthorized by the Commission, applicant proposes to
sell 35,000 shares of said new series of preferred stock, andiso;ooo
shares of commor stock, pursuant to an underwriting agreeménf with a
syndicate to be formed by Blyth & Co., Inc., whereby it will receive
not less than $23.40 a share for the preferred stoek and not less
than $28.25 2 share for the common. It alleges that it will nave
need for the proceeds as it goes forward with its 1950 construction
program. In this connection it reports that its prcsenf.plens‘call
for the expenditure during the yecar of‘approxamate;y‘$3,673,000, of
which 1t c¢stimates approximatel? $850,000 will be provided frém_
ea;nings, leaving approximately 62,823,00C to e met from outside

sources. The estimated expenditures, by deperiments, are shown.

below:
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Telephone o - 52,838,310 .

Water : ! -
San ngrie Valley %lSé » 182
Monterey Peninsula - 130 .

- San Diego Bay ' 333,80
Total Water __Jzzgﬁz;g

To.al S ' @2!672;0227-

The pfopdsed expenditurecs are described in some detail in
Exhibit 2 filed 2t the heering on this application.
The teostimony shows that applicant's. officers feel thet
- stock finanecing to meet its capitel requirements should_be’underf‘
taken at this time in order to‘improvc its5 capital structure.
Applicant's finoneial statement as of_Décember 31,“1949, snows: 1ts
investnent in proverty, plant and equipment at %?556405057‘witﬂ 2
reserve for retirements of § ,9Jl’l74' In "cdmtion to the
$7,726,675 of ,tocx it has outstanding §13,500; OOO of long-tcnn
debt and surplus ltemu reported at $1,061,966. Its capitp; retios as -
i Decémber 31, 1949, and after‘giving effect to‘thé propdsed‘iﬁéues
are as follows: | | o
| | ‘Dec. 31, 1948 - Pro Forma-
Bonds . = 55.56% . 50: 40%.
Debentures - ' _ Lo 54, s LO
Proferred stock 18.30 20.20"
Common. stock and surplus _21.60 _25.20. .

! ¢

Total | . 100.00% 100.00%

The issue of the shares of érefcrréd”dnd cormon st¢¢ﬁ;’
zccording to the testimony, shbuid inprove apélibant's capifal
structure to & point where additional debt finoncing can Sc éccom—
pii shed undor rcauonablc terms 4f such fin:ncing becomou ncce ssary

or desireble later -in the yeur."

The proposed issuc of shares of preferred stock for a
total consideration of less thcn %$1,000,000 is cxempt from the

requirements of the Commis °ion'° co*pctitmve bidding rule.; Applicant ;
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seeks exemption for the vroposed iseue of shares of comnon stoek. It

is the opinion of its officers that the iscue,being *cl"*ivcly ,mall,
woﬁld not attract competition and that it would take the riuk-of re-
celving no dbids should the stock de offered at competitive bidding.
It is pointed out that under the pfb%osed arrongcmcﬁts the stodk,”‘
which it contemplatc “selling at.@28.25 a sharé, woulé be offércd‘to
the publie at §29.50 a share, whereos ca*rcntly its share s of cormon, -
s*ock have bccn‘qﬁoted at $29 bid and 30 asked. The snares of pre-”
ferred stock to be sold at $23. 40 a 4hare will be ffcréd.fq.the ’
public at $24.50. N

A review of the record clearly indicates that applicant’has
need for funds from outsidevsources to enzble it to meet it3 capif5l
requirements and that the issue of stock at this time is dcsirzbie;
The testimony warront s the g*anulng of the request fo* tbc Commisuion
to exempt the issue of the shares of common Stock Lfrom the compctitive
bidding requirements of the Commlssion's Decision No. 38614

‘ |

Applicont has filed with the Socuritics and Exchangc Com-

mission 2 registration stitement which 1t hopes will bocomc ef fective

on March 13, 1950. Accordingly, it rcoucsta that thn Commxuszon'ﬂ,,
order, 1L it authorizes the issue of °tock, be mmdc effcctive'upon

its date.

"QRREZ

A public hearing having been neld on the above cntitled_"
application, the Commission having considered the‘evidenpe submitted |
and'bcing of the opinion “hot thelapplicatiQn should béagranted, 25
hercin provided, that the money; prbpert& or ladvor to bde procured or

paid for through the issue of 35,000 shares of preferred stock 2nd
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50,000 shares of common stock is reasonably required by California
Water & Telephone Company for the purposes specified ﬁcrein and that -
such purposes are not, in whole or ian part, reasonably,chafgcablg to

operating expenses or to income,
IT IS HERZBY ORDERED as follows:

1. The issuc and sale of 50,000 shares of commen stock by
Celiforniz Water & Telephone.Company is hereby oxempted from the ro- |
quirenents of the Commission's competitiVe bidding rule set forth in

Decision No. 38614, dated January 15, 1946; in Casé-NbQ 4761,

2. California Water & Telephone Company, after the effec-

tive date herecof and on or before Jume 30, 1950, may issue ond sell -
szid 50,000 shares of common stock a% not less then $28.25 z share,
and may issue and sell 35,000-shares'of Cumulativé‘Préferred.Stock;

$1.25 Dividend Series, at not less than $23.40 2 shere.

3. California Water & Telephone Company shdlL use the
proceeds to he reécivod from the issue and sale of seid sharcs of ‘
.preferred and common stoék to pay éxpénses of appréximately $20,000
in connection with such issue and sale and to finance in part its
1950 construction program, ér to pay shoft-texh bankxloaQSJincurred

for such construction progrun.

4. California Wator & Telephone Company,. ﬁithin'sixty (6c)
days after the issue and salc of the zhores of stock under the
authority herein granted,'shall‘file with the Commiséion‘a réport
showing *the names of those.to whom such shares were 50id, thé:nnﬁ:er‘
of shares sold to exch and the consideration roceived;_togethéfv 
', with two (2) coples of the pfospectué‘filed with the Secufitigs‘and

Exchange Commission. Ithhall'filc on or béfore Avgust 30, l?ﬁOQ‘a,

-5
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tﬂtemc-:nt showing in somc detail its expenses incurred in connect.:.on
with said issuwe and sale.

5. The authority herein granted is effective updn the date

hereof.

Dated at San Francisco, Colifornia, this /7 = day of
Mareh, 1950.

mmis sionor*' '

..
c°mml/3 sionor Harelld P, Eulg. . boinﬁ

. Becescarily obsont, 414 not Parsicipato o

in tho di.,;os.ution ot «hm :procooaine:. -




