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Decision No. 47094 ~/'!!I... . .. 
!l/li~1 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE 0 F ~~'¥I~TIA 

In the Matter 0 f. the Application of ) 

CALIFORNIA ~ATER SERVICE COMPANY, 
a corporation,) 

· 
) 
· · ) 

for an order authorizing it to . 
issue an add1 tional amount of ) 
its common stock. : 

----~-------------~) 

Application 
No. 3.3286 

McCUtchen, Thomas, Matthew, Griffiths & Greene, 
by Fobert M..:...B:rown, for appli can t. 

OPINION ------- ... 

California Water Service Company has filed this applic,Ltion 

for an order exempting from competitive bidding an issue of 50,)000 

shares of common stock of the aggreg~te par value of $1,250 , 000, and 

au~~orizing it to sell said shares at a price hereafter to be fixed by 

~~e Commission upon ~~e filing of a supplement to this application. 

Appl1cc.nt reports that it has need for the proceeds frclm 

the s~le of its s-hcrcs of stock to pay in part bc:mk loans incurred for 

c~pit~ purposes during 1952.(1) lhe testimony shows applicant 

est~~~tes its cash requirements for 1952 for construction purposes at 

~~3, 772,)000. It hopes to provide approximr:.tely $S66, OOO of this 

amount from intem:.l sources, leaving a 'balance of aL"Uost ~V.3,,000,000 

to be obtained from the sele of securities. In connection with its 

reported expendi turcs it estimates i·t will ~ttr:.ch approximately 11,400 

new consu:ners to its lines during 1952 end the. t to toke care 0 fits 

increased bUSiness it will be required to co.nstruct or install new 

(1) 
During March and April, 1952, o.pplicont made b:mk borrowings ill 

the amount 0 f $1,) 500,000 to meet current capital costs. 
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facili ties" including 22 n~9w pumping stations" 15 new wells, 3 tanks 

of D. cnpacity of 250,,000 gallons each" 17 parcels of reel esto.tc, 

approxim~tely 13,000 feet of transmission ~ains ~d approximately 

169,000 feet of distribution mains, togeth~~r 'With new services =nd 

meters" hydrmlts and motor vehicle G~quipmerlt. 

The cpplic~t1on shows that it h~s been appliccnt's practice 

in fin:mcing its capi tZtl costs to issue bOr.lds, serial 'notes" shares 

of preferred (lnd comlnon stOck, and to use E!::J.rnings from its operations. 

Its capital structure as of th~ end of February, 1952, is repo-rted as 

follows: 

Bonds -
Series C" 3-l/4's 
Series D" 3-5/8'5 

Sericl notes 
Preferred stock -

Series C" 4.4% 
, Series D, 5.3% 

Series E, 5.2$% 
Series F, 5.36%

Common stock equ~ty 

Total 

$17,822,,000 
2,QOO,QOQ $20,,822,000 

180,000 

3,475,000 
1,476,525 

937,525 
1. 516,050 7,405,100 

8,719.0.67 

V7,126,167 lOO~. 

The issue of the shares 0 f stock covered b~ this applic~tion 

will decre~se the bond ratio to 54.14% ~d will increase the equity 

capi tD.l ratio to 26.14%. Applic.mt reports the. t at D. la.ter dc.te in , 

1952 it hopes to' uno.ertake tJle issue and sale of' shares of' preferred. 

stock. 

App11cont seeks to dispose of its shares of stock by m,e~s 

of a negotiated underwriting. A wi~~ess called in its ben~~f testi

fied thc.t in his opinion the proposed issue is no~ to sui table sul~ject 

for competitive bidding in that the relatively smc.ll volume of the 

offering would not create a widespread interest among potential 

bidders and would not warrant the expense for printing, legal and 

acco'\l.'"'lting fees involved in D. competitive s<lle. He sto.tedit is of 

-2 



e. 
A • .3.3:2S6 MMW 

impol"t:::U'l.ce to applicant th~·c the shc.r€s be marketed as much as 

possible in its service are~s ~d he felt that a distribution locally 

more likely could be obtained by n. nogotio.ted sn.lo to investment: 

bonkers who :::.rc forniliar with opplic~t' s oper~tions. The w1tn~~ss 

suggested that when the Commission exempted issues of $1,,000,000 or 

less from the .:.pplic:::t1on of its compe:ti ti ve bidding rule in its order 

of January 15, 1946, it recognized that small issues were not ~dnpted 

to cOlJLpeti tive bidding tmd he urged that in view of the subscqu,ent 

decline in the value of the,dollar it 'Would be equally re~sonable at 

this tilnc' to exemp~ the presently proposed issue of $1,,250,,000 pc.r 

vo.lue of stock. 

We have reviewed this matter ond arc of the opinion thnt 

a'P:Plicont will require funds from external sources to finance pl;!r .. 

m:mently its 1952 capital expendi turcs .md thn.t upon the showing m~de 

by a'pplic~t we are warranted in making an 0 rder authorizing thj~ 

i:;sue ~.nd sale of the sh~rcs 0 r common stock ,under the terms ~d 

conditions requested. 

A public heD-ring hcving been held on the 'above ent1 tlE~d 

mo.tter, and the Commission having considered the evidence and b(~ing 

of the opinion that the ~pplic~tion should be gr~ted, as herein pro

vidc-d; that the money, prop,erty or labor to be procured 0 r p aid for 
. 

by the issue of' the ztock herein o.uthol"izcd is reason~bly required by 

applicant for the purpose s:pecified herein; and that SllCh purpose is 

not, in whole or in part, reasonably cha:rgoable to operating cx:t,enses 

or to incoree; therefore, 

IT IS HEREBY ORDERED as f.ollows: 
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1. The issue by Califor.ni~ Water Service Company of 50~OOO 

shar~s of its common stock of the p~r v~lue of $25 each hereby is 

exempted. from the requirem'~ts of the Commission's competit1ve b1dding 

rule ~et forth in Decision No. 386l4~ d~ted Janu~ry 15, 1946. 

2. Cc:.lifomia Wm.ter Service Company, <lfter the effective 

d~te hereof and on or before August 31, 1952, may issue end sell said 

50,000 shares 0 r common stock at a price hereafter to be fixed by the 

Commission in e. supplemental o'rder in this proceeding . 

.3. California. W:~ter Service CompDnY shall use the proceeds 

to be received through the issue tmd sale of said shares 0 f ste,ck to 

p~y outst~ding bank loens representing moneys borrowed by it for 

capital purposes. 

4. Californio \~;~ter Service Company shall file with the 

Commission monthly reports as required by General Order No. 24-A, 

which order" insofar as applicable" is m~de t1. part 0 f this order. 

5. The authority herein granted to issue end sell said 

shcres 0 f stock will become eff0cti ve when the Commission by "" 

su?plemontal order h:.s fixed the price <.It which 'said shares me.y be 

sold. In other r~spects, this order is effective upon the dC'.tc 

hereof. 

Dated ~t San Francisco, C~lifor.nia" this 

May, 1952. 
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