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Decision No. ...z2S90 

:9EFORE TEE PUBLIC UTILITIES COHMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Applic~tion ) 
of : 

C,ALIFO~IA WATER &: TEtEl?H01XE COMPJlNY ) 
to issue and sell stock. : 
~-~~~---~-~-~~-~~~-~) 

App11ca,tion 
No. 310.32 

, ~~¢igal'!,lpi, Elkus ~ Sa,linger, oy I:Icrbert Ii:. 
S'iling!}r, 1'~r applicant. 

Califor.n1a, Water & Telephone Co~p~y, ~pplic~t herein~· 
. 

has a.pplied to the Cotr.m1ssion for zn order authorizing it to issue 

a."'l.d sell 35,000 zha:-ez ($8,75,000 :pal" vo.lue) of its CUmulative PI"e-' 

ferred Stocl~, $1.25 Dividend Ser10s, at not less than $2;~40 a shere) 

and 50,000 sho.res ($1,250,000 par value) or its com.vnon stock at'not 

less then ~28.25 a sh.lre, for the purpose of providirig !'unes to 

carryon its 1950 construction progr~~ ~d to pay bsnk lo~s, if ~~y, 

incurred 1n connection thorewi tho It asks tho CO~"Tlission to exempt 

the issue of the sho.rcs of com.'Uonstock fro~ the requirel'llentsof the 

COro2l1ission r s competitive bidding rule set forth in the order in 

Decision No. :386141 dated J:::nuary 15, 19461 1."'l Case lro~ 4761. 
. .' . 

Applicant presetitly h&s outst~d1ng shares of preferred 

stock of several series ~d shares ,of com.on !:)tock :1:0; follows: 

ClaSS 
Preferred -

eu:nulative Preferred l $1.20'D1vidend Series 
C'Umu1at1ve Prefe:-red., $1.00 Dividend Series, 
Convertible Cumul~tive P~efcrred, 

$1.40 Dividend Series 
Toto.l Preferred 

Common 
I 

-1 

Shal"es' p.-,t V:;;.lue .' 

107,000 $2,675,000' 
22,000 550,000 

.' 
32,407 810-,-17i 
Jil,4074,0.35,.175 
148,060 3,701: .500' 
309, 467 ~7, 73'6~ 675:' 



• 
. . 

It now ~roposes to cre~te ~ new series of preferred sto~k 

to be kno~ as Cumulative Preferred Stock, $1.25 Dividend Series. 

'The hold.ers of shares· of such stock sh.~.ll 'be entitled to C'Um1l1ati ve 

dividends at the rate of $1.25 a 'year, paya'ble quarterly" or at such 

time as the a'Pplic~t T s board of directors may determine, :md 'Upon 

redemption shall be entitled to receive the p~r value of such'sh~re~ 

and an am.ou."'lt equal to the accrued and unpaid d.ividends, together . 
with a premium e~ual to $~.25 a share.if redemption be effected on or 

before March l, 1955; to'75¢ a share- if redemption ~ceff~ctcd therc-' . , 

after ~d on or 'before March 1, 1960; to 25¢ a Sh~re if redemption be 

effected thereafter, provided in any case that :i.! redemption be 1M.da 

~th ~ds derived as the proceeds of property sold to gover.amental 

authorities or trueen in condc:nnstion, then the holders shall not be, 

entitled to ~y premium. 

If authorized by the Commission, applic~t proposes to 

sell 35,000 shares of'se..id new series of preferred stock, and 50,000 

zha:::-es of common. stock, pUl'suant to an 'IlndcI'Wl"i ting cgrecment ..... '1 th a 

syndicate to oe ro~ed by Blyth & Co., Inc., wher~by it ~ll receive 

not less th,m $2;3.40 a share for the preferred stock; and not less 

~~~ $28.25 a share for the common. It alleges that'it ~ll have 

need for the proceeds as it goes fOI"W'ard 'W'ith its 1950 construction 

program. In this connection it reports that its prcsent~l~ns call 

for the, expenditure duri~g the year 01' a:pproXimate~y t;,.),67';,OOO, of 

which it estimates ~pproxir~tely $850~OOO Will be prOVided from 

c.:.rnings, leaving approXi:lately $2,82:3,000 to "oe :net from outside' 

sources. The estimated expenditures, by dcpe.rtments, are shown 

below: 
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Tolephone· 
Water 
S~Gabriel Valley 
Monterey Peninsula 
San Diego·:Say 

Total W~ter 

Tot:ll 

$184,782 
.316,130 . 
333,800 

$2,,838,310 

834,712 

AAr673 ,--0:22 

The propo!:cd expendi tu1'cs ar~ described in :;omc detail,1.."'l 

Exh.1bi t :2 !'i1ed .:It the he~1'ing on this app1i'c2.tion. 

The testimony shows th~t appl1cant Ts, officers feel th~t 

stock fin~cing to meet its capital 'requir~~entz zho~ld be under

takon at this t1me in order to improve its capital st~cture. 

Applicent's finc.nci~l stite.~0nt as of December 31,'19/+9, shows'its 

investr.J.cnt in property, plant :;:nd equipment at ~~25,04.0,,057'With 2; 

reserve for retirements of $2,931,174. In addition to the 

$7,736,675 of stock, it h~s outst:mding $1.3,500,OOO'of long~term. 

debt z.nd S"J.r:plus it¢ms reported at $1,061,966·. rts' capital :r~tios. ~s ' 

of ~cc~bcr 31, 1949, ~"'ld after giving effect to the proposed issues 

a:"c 3.S follows: 

Bonds 
Debcntur.cs 
Proferred stock 
Common stock ~nd surplus 

Total 

, Dec. 31, 1942 
55.56% 
L~. 54 

1$.;30 
21.60 . 

lOO-=.QQ% . 

Pro For!'!Vl;· 

50:;40%:""· 
, 4~ 10,"-
20 .. 20-: ' 
25,.)0', 

100.-O,Q% 

The issue of the :;h~~res of preferred a.""ld common :;'tock,

<!ccording to the te$timony, should ir.lprove o.pp1i,c.mt T s cc.pi t.?41 

structure to c. point where additional debt finoncing can be,accom.

plished 1.U'ldcr re:asona'bl~ terms if such f1na"lci."'lg 'becomes nece~sz.ry 

01' d~$ir~,b1c later' i.."'l. the yeo.1' •. ,. 

The proposed i S$ue of sh:1res of prer~r:red stock for a 
, , , 

total consideration of less th~"'l $1,000,000 is exempt from the 

requirement!; of the Commission's'co:r.petitivc bidding rule. Appliccnt 
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seeks exemption for the proposed issue of sho,rcs of coltlilon stock.. It 

is the opinio:l of its of:ticcrs that the is~ue,bei,?-g!'clo.tivclY small, 

would not o.ttract co:n.pc:ti tion and thE. t it would .toJ<e t.."lc risk of re

ceiving no bids shoul~ the 'stock be offeree. at competitive bidd.ing .. 
. ' ~ 

It is pOintecr out that uncle'r the proposed c.rrongcmcnts the stock,?" 

which it cor.tcmpl~tcs selling ~t.$2e .. 25 ~ share, would be offered to 

the public at e29 .. 50 a share, 'Whcre~.s cu.rrcntly'lts sharcs'o~ cotmlon 

stocl-c have been' quo,ted ~t $:2'9 bid o.nd $30 asked.. Tho sh::'1'05· of p,re

ferred stock to" be sold ~.t ~\23- .. 40 a sha.ro will be offered to,' the 

public a.t $24.50 .. 

A review of the record cle~rly indicates th~t ~pplic~t "ho.s 

need for fUnds from outSide sources to cn:;i.blc it to !:leet its capit.:ll 

rCCJ,uircmcnts 3!ld th:1t the issue of stocl-c at. this time is desirable. 

The testimony ~rr.:mts the granting of' the request for t.~c COnmlis!j1or .. 

to exempt the issue of the sho.res of co~~on ,stOCk from the competitive 

bidding requirements of the COnIDussion f s DeciSion lro ~ 38614 •. ' 

Applic::mt has filee with the Securities and ExchtmgeCom..:. 

. :tis'sion a :-egistration statc..'Uent which i t b.op¢~ Will bocome ei"fcctive 

on ~!.;lrch 1.3', 1950. Accordingly, it req,ucst~ t..~t th~ Cornmizsion's 
r 

order, i!' it autho:rizes the issue of stock,bc made 'effective upon 

its date. 
" 

.' 

A public hearing having been held on 'the ~bove entitled 

application, the Comrr..issionh~ving considered the evidence subm~ ttcd . 

ond 'being of the opinion tho.t the application should be' gr:mtcd, as 

herein p:-ovideo., t.."lat the :o.oney; property or la"oor to be procured or 

paid '£0:::' through the issue ,.of 35,000 she-res· of pr~ferred stock and. 
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50,000 shares of con~on stock isrcD.soncbly rcquircd.by California 

Water & Telephone Compcny for the purposes :.pecifi~d herein and thct 

such pu...""'Poscs ~rc not" in whole or in pe,rt,. ret-.son."bly ch~rgca'blc to· 

O"OCl"D. ting expense,s 0::" to income ~ 

IT IS HEBEBY ORDERED as follows: 

1.. The' issue ~d .. 5<:10 of 50,000 shares of cOl'll:1on stock by 

California Wat<:!r' & T€lcphone .Co:np.my is !If::rcby c:r.empted from the rc

quirem~~ts of the Commissionts competitive biddingrul~ set forth in 
. 

Decision No. 38614, d~ted Ja."'luary 15" 1946, in C~seNo. 4761 .. 

. 
2. Ca1ifor.nia W~tcr & Tclephonc Compr.my, ~rtcr the effec-

tive ds.to hereof' c.nd on or bo!"orc June 30, 1950, mo.y issue ond sell· 

s~id 50,000 sho.:t·cs of co:n.tlon' stock~t not less th.-m$28.2' ~ shere, 

end may issue ond ::;011 35,000 ::;h~rcs of CUmul:ltivePrcfcl"l"cd Stock, 

$1.25 Dividend Series, at not less th;m $23·.40 a sho.rc:. 

Califor.nia Water & Telephone Company sh~l~ usc the 

'p:,oc~cds to be received from th~ iZSU0 ;md sale of s~id shares of 

.preferred. cmd. co:runon ztock to pay exp~nscs of .:pprox1matoly ~;20"OOO 

in connect:1.on: wi th such issue .'lnd sale. and to finance in part its 

1950 con$truction progranl, or to poy sllo:::-t-tcrm ba."'lk'lo.:.ns. ineurrcd 

ror zuch construction progr~n •. 

4. California. W~ tor&: l'c10phonc Comp=ny ". 'Within sixty (601
) 

deys atter the issue ~d sale of the ~~cr0s of stock ~~der the 

authority herein gr~ted, shall file With the Co~ssion a re~ort 

showing t..i.e no..'1lCS of those to 'Whom such shares wore sold, thcnu.'1'Jb cr 

of sha.res sold to c,:"ch and th.e considcr~tion l"oc~ived" tog~th"'r 

. ~~th two (2) copies of the Pl"OSp~ctus filed With the S~eurities and 

Excr..rulge Com."Ilission. It. zh~.ll file on or befol"¢ August :30, 19'50,,, a 
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statement showing in some detc.il i tz eX'P~nses incurred in connecti'on 

wi th said issue and sale. 

5.. 'Xhe aut.i.ority'here1n granted is effective upon the date. 

hereof. 

, t;h" 
Do.ted at San. F:t'~c:tsco". CD.lil"ornio., t.i.is, , 7 _. d.ay of: 

M3rch" 1950. 
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