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Decision No. 
, " 

:aEFOBE THE PUBLIC UTILITIES. COMMISSION OF TaE STATE OF CAtlFO~IA 
• , I'~ r • 

In the Matter of the Application of . , 
CALIFORNIA WATEB SERVICE COMP'&''IY" . 

a corporation". " . ' 

for an order authorizing it to 
,issue an additional amount of its 
convertible preferred stock and 
co~on stock upon conversion. 
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Application' 
No. 3'3647 

! 

McCu.tchen". Thomas, Matthcw" Griffiths &: Greene" 
by Robert l'jinR:.,(! Bro'Wn) ,~or applicant • 

. ' , 

California 1.rater 'Service Company has filed this application 

for aut.."lority to sell $0,000 shares of its Cumul~,tive Convertible 

Preferred Stock" Series G, of the aggregate pal" value of $2,000,000, 
'. , 

by means of a negotiated underwriting. 

In general, tho purpose o·r the propo,sed issue is to repay 
, , 

outstanding 'b.:m.k lO3ns". to reimburse t.""e treasury for moneys expended 

prior to June 30, 1952" for construction" acquisition ~d L~provement 

of facilities, and to ,finance in p~rt construction costs to be in­

curred after June 30, 1952. Applicant reports that dUring t"neperiod 
... 

:from July 1" 1951, to June 30, 1952" i,ts net expenditures for plant 

amounted to $3,,155,750.29 and· that it met such costs 'With $1,400,000 ' 

of proceeds from the zale of common stock" ~th $650,000 obtained 

through Short-term 'bank borrOwings" and with $l,105,750.29 derived 

from treasury funds. It estir:l.ates its gross expenditures. for prope!"­

ty, plant and equipment during the last six months ot 1952 in the 
, . 

aggreg",te amount of $l".325,152. T,Jhile it has not yet completed a 

detailed estimate of construction .for ,the year 195.3, ·i t -''believes that 
~ f I'. • I, 
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its expenditures tor this ·;purpose 'Will amount to not less than 

$3,000,000. 

A statement o!'applicant's assets, liabilities and net 

'W'orth 1 s sho'-'%l in 1 ts Exh1 '01 t B, as !ollows: 

Assets 

Fixed. capital·-
Plant, property rights 
Construction work in progress 

Depreciation ~d ~ortizat1on 
reserves 

Net fixed assets 
Uninvested l~e extension deposits 
CUrrent assets -

Cash. 
Accounts, recei"vable 
M~terials <m.d:.:supplies 
Prepaid expenses 

Tot~ ~rrent,~ssets 
Other debits 

L1a'9i 1it1es 

Long-term. debt· ", 
Current liabilities -

Serial notes 
&lort-ter.m notes 
Accounts, payable .. : 
Accrued 1 iabi1i ties 
Consumers' deposi~s 

Total current li~bilities 
Line eX'teri.sion depo,si ts 
Miscellaneous reserves 

Total 

Contributions in aid or construction 
Unamo,rtized premium on. debt 
Preferred stock, 
Equi ty capi tell -:' 

Common sto ek , " 
Paid in surplus. 
Capi tal surplus.: 
Earned, surplus " 

Total equity capital. 

Total 

$44,593,582 .. 04 
1, 342, 276.9b 

45,935-,858.98 

$ 

--.5,0-41,865.81 

551,7.34.17 
545,028·.87 
663,627.79" 
59,071·41 

60" 000.00, 
650~OOO_OO 
376~ 218 .. 88, 
SOl, 926.61' 

21,659.21 . 

8,239,575.00 
982,366.78 
,68,378.33. 

1,291.972.23' 

$40,893,993.17 
24$',849'.23 

1,819,462.24 
189,119.26 

$43,121, 423.90 

$21,002,000.00 

1,,909,804.70 
l,569,926 .. 06, 

l8, 758. 2'3 
422',862' .. 97 
570,,379.'60 

7,075,,400~OO 

10. 582, 292.34. 

$43, *21 , 423 .9.Q 

It clearly appears that applic~t 'Will have need for a:ddi­

tional funds from external sources to pay bank lo~s ~d to enable it 

to procee<i" "Wi th its construction progrmu. 'l'he ef!ect of the presently 

proposed 1ssueon; app11c~tf s capital rat10s is indica.ted 3S :f'ollo~s: 
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Long:"'te:r.m, debt 
Preferred stock 
Equi,ty capital 

Tot.al 
.,'. , ," 

" ; 
•• _#" 

June 30,1952 
.": ' 

.. " 54.3% 
..... 18-.. 2 

27.~ 

100.0% 

Pl'"O Forrnn 

51.7% ' 
. 22 .. 2' 

. 26_~ 

,100'.0$ 

If authorized by the ,Comluiss1on" ~pplicMt p:ropose~ to 

sell tho shAres of preferred stock by mc~s or 0 negoti~ted under­

wri ting. Applicznt bclicv~s that the charrcter ~.nd size of the 
. . 

proposed 1 ssue make it unsu{ta.ble :Cor competitive bidding in that a .. 
convcrt1 "ole prcf.erred stock necessarily involves S"..lch vari<lble 

factors. as price, dividend rate, conversiori rate, redemption pri'ce, 
. . 

and voluntary liquidation preference. Although some or ,these 
, . 

features ccm be fixcC. somewhat in advance" the conversion', price. is . , . , " 

rela ted to the market value of.' the common stock at or about tho orfe'r-
, . 

. ing date and hence applic<lnt is of the opinion" that due to the time 

that must elapse between the publishing of an invitation for bids 

and· the date set for opening the same, it is unlikely that "oids would, 

be received in the case of a sale of stock with conversion features • 
. . 

APl'11cont reports that it i$ important that its securities 

be' 'distr1 'buteo. 1n i tz service o.rea so far ::lS possible and i t'b~11Cv,:~s 
that such distrieution can best be accomplished bJ- negotiatiorii ~,~~- ", '~ .. 

'~I' • ,/.: ~~~; 

invest::lent bo.nker~ who are familiar 'With applicant t s problems and ", , 

h<lve participated in the past in the m~rkcting of.' it/seCU;itiez and' 
. , / 

who can be expected t? sell a considerable portion :oro.ddi~1onal. 

sh~res locally. At prcs~t 79% of its outst~nd1ng shares of.' stock 

are held by residents of Calif.'or.n1a, the average holding being 87 

sh~res of.' a toto.l par value of' $2,,175.00. 

Opon the record made in this particular proceeding" it 

appears that ,the Commission is warranted in granting the exemption 

requested by app11c~t. Accordingly~ a preliminary order will be 
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entered. at this time in line 'With applicant's request. At a later 
. 

date" upon the filing of addi tionru. info:rmation with respect ;to. the 

terms or 'the shares or pr~rerrcd stock and the price a.t 'Whi'ch appli­

cant proposes to dispose of them., we 'Will give further consideration 

to this' application. 

A public hearing having been held on the above ent1 tled 

mz.ttel', ~d the Commission having considerC'd the evidence Dl'ld being 

of the op~1on that the applic:ation should be granted" as herein pro-. 
vided; the. t the money, property or labor to be procured' or 'paid fo'r 

oy the issue of the shares of stock herein authorized is re~son:.lbly 

require4 by applicant for the purposes specified herein; ane th~t such 

purposes are not, in Whole or in part, 'reo.sonaoly chargeable to opera­

ting expenses or ,to inco:ne; therefore, 

IT IS HEREBY OlIDEFED as follows: 

1. l"he issue and sale of 80,000 sh~res of Cumulative 

Convertible Preferred Stock, Series, G, by Califor.nia W~ter Service . , 

Company hereoy is exempted from the Commiss1on T.S competi t1 ve bidding 

rule set forth-in Decision No. 38614? .dated J~uary l;? 1946. 

2. California Water Service Company, after the effective 

date hereof and on or before December 31~ 195Z~may'issue and sell 

said 80,,000 sha.res of stock at' a. price hercafter to be fixe<! by th.c 

Com:oission. 

;3. California Water Service Company shall use the proceeds 

to be received from thes,ale of said 80,000 shares of stock for the 
. 

purposes set forth in this application. 
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4. The authority herein granted to izsue ;md sell said 

sha.res of preferred stock will 'become effective 'When the Commission 

by a sul'plem.ental order has .fixed the price at 'Which applie:mt m:lY' 

sell the same. In 0 ther respects, the .o.uthori ty herein grantee is 
.' 

effectivo upon t..."l.e date hereof. 

5. Within sixty (60) days ,after the issue and ,sale of said 

shares of stock, applic~t shru.l 1"11e 'With the Commission three (:3) 

copies of 1 ts pl'Ospectus ond a report sho'Wing the amO\2nt or stock . , , 

sold, the price at 'Which sold" :.md the names of t.'l-J.ose to 'Whom sold. 

6. 'Within six (6) months after the 1 ssue ~d sale of s,aid 

shares of stock" applicmt sh&ll f1le 'With the Comm.1·ssion a statement 

shOwing 1:0. some dct\lil the expenses incurroo bY,it in connection, 'With 

such issue and sale and theac'co'l.mt, or accounts, to w1eh such 

expenses 'Were charged" 'together 'With a, sUltement sho'W'ing the, purposes 

for lthi¢h the, proceeds :'Were used .. 

~. 
Dated at San' Francisco" Cal1.fo:rni.a., this ct -- day of 
: .,'. 

September" 1952. 

,,'). 
, ' 

0' \":. " , .. ..'. 

Commissioners 

, , 
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