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BEFORE THE PUBLIC UTILITIES. COMMISSION OF THE STATE OF CALIFORN;'A

In the Matter of the Application of

CAUIFORNIA WATER SERVICE COMPANY,
a corporation, t , 8
: Application

for an order authorizing it to No. 33647

issue an additional amount of its
convertivle preferred stock and
common stock upon conversion.

NS Nl e S N

McCutchen, Thomas, Matthew, Griffiths & Greene,
by Robert Minge Brown, for applicant.

OPRINLON

California Water ‘Service Company bas filed this épplication
for authority to sell 80,000 shares of its 6umhlative Convertible
Preferred Stock, Series G, of the aggrééate.par value of $25000;OOO,
by means of a negotiated underwriping. | ‘

In genéral, the purpocse of the proposed issue is to repay
outstanding bank loans, to reimburse the treasury for ﬁoneys.expended
prior to June 30, 1952, for construction, acquisition’and improvement
of facilities, and to finance in part construction costs to be in-
curred after June 30, 1952. Applicant reports @hat during the‘peridd
from July 1, 1951, to June 30, 1952, its net expenditures for plant
amounted to $3,155,750.29 and that it met suéh‘costs with $1,400,000
of proceeds from the sale of common stock, with %650,006 obtained
through short-term bank borrowings, and with $1,105,750.29 derived
from treasury funds. It estimates 4its grosé expenditures for proper-
ty, plant and equipment during the last six months of 1952 in the
aggregate zmount of $1,325,152. While ;t has not yet combleted a
detalled estimate of construction for the ypé;’;953,-it“believes that
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its expenditures for this purpose will amount to not less_than- ’
$3,000,000. | |

' A statement of'appliéantfs assets, liabilities ad net
worth is shown in its Exhibit B, as follows:
‘Fixed capital ~

Plant, property rights

$4dy 593, 582.04
Construction work in progress 2,276.9/
45,935,858.98

5,047 ,865.81

Depreciation and amortization
reserves
Net fixed assets

, $40,893,993.17
Uninvested line extension deposits

Current assets -
Cash ' _
Acsounts. recelivable
Materials and. . supplies
Prepaid expenses
Total ecurrent.assets
Cther debits . :

Liabilities

Long-term debt . -
Current liabilities -

Serial notes

Short-term notes.

Accounts payable.

Accrued liabilities

Consumers! deposits:

Total current lizbilities

Line extension deposits
Miscellaneous reserves .
Contributions in 2id of construction
Unamortized premium on debt
Preferred stock.

2oL, 734.17

545,028.87
663, 627.79

59,072 .41

RU8,8,9.23

' l‘,fl?,.éé; 2:%4: .

"543,;5;;423.39 '

60,000.00

650,000.00

376,218.88

801,926.61

21,659.21 .

$21,002,000.00

‘1,9o§,804.7o
1,569,926.06

18,758.23
422,862.97
570,379.60

Equity capital -
Common stoeck .-
Padd in surplus.
Capital surplus .
Barned. surplus .
Total equity capital

7,075,40Q;OO

8,239,575.00
982,366.78
68,378.33
1,291.972.25

- 10,582,292.5/ ‘
Total $43,151,423.90 N
It clearly appears that applicant will have need for oddi-

tional funds from external sources to pay bank loans and to enable it
to proceed with its construction program. The effect of the presently

proposed issue on applicant’s copital ratios is indicated as foliows:
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l

, 3unc 0,1952 Pro. Forma
Long-term debt - : . 54.37 51.7%
Preferred stock ' 28,2 L R2.2
Equity capital ; _351;2 _26.1
It authorized by the Commission, upplicant propoees to
sell the shares of preferred stock by means of 2 negotiated under-
writing. Applicant belicvcs‘that the chaxacte* and size of the
proposed issue meke it uwnsuitable for competitive bidding in that a
convertible preferred stock necessarily iﬁvolves sach variadle
factors as price, dividend rate, conversion rate, redemptioﬁ price,
and voluntary liguidation preference. Although some of these
features can be fixed somewhat In advance, the conversion-price. is |
‘related to the market value of the common sﬁpgk at or about the*cffer-
- ing date and hence applicant is of the opinionfthaf'dﬁe'tc‘the time
that must clapse between the publishing of an invitation foi bids:
ind the date set for opening the same, it is wnlikely thatlbids would

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

Applicant reports that 1t ig important that its securities

be' distributed in itz service area so far 2s pos sible and it believ

that such dx*tributlon can best be accomplished by nepotmations witn :;;'

investment bankers woo ere fanilisr with applicant's problems md =
have participated in the past in the murketing of it sccuritieo and
who ean be expected to sell a considerablevoort‘on!;f'additional
shares locally. At present 79% of its outst.nding chareu of stock
are held by residents of California, the average holding being 87
shares of a total par value of $2,175.00. |

Upon the record made in this particular procceding, it
appears that the Commission is warranted in granting the exemption

recuested by applicant. 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 additional information vith respect to the
terms of the shares of preferred stock and the price at which appli-

cant proposes to dispose of them, we will give further consideraticn
to this application. |

QRRER

A public hearing having been held on the above entitled
matter, and the Commlssion having considered the evidence mnd being
of the opinion that the application should be granted, as herein pro-
vided; thet the money, property or labor to be procured" or paid for
by the issue of the shares of stock herein authorized is reasonably
required by applicant for the purposes specified herein;.and that such
purposes are not, in whole or in part,~reasohably chargeable to opera-

ting expenses or to income; therefore,

. IT IS HEREBY ORDERED as follows: -
L. The issue and sale of 80,000 shares of Cumulative

Convertible Preferred Stock, Series G, by California Woter Service

Company hereby is exempted from the Commiscion'.s competitive bidd&ng’.

rule set forth-in Decision No. 38614, dated Jznuary 15, 1946.

2. Califomia Water Service Company, after the effective
cate hereof and on or before December 31, 1952, may issue and sell
said 80,000 shares of stock at a price hercafter‘fo be fixed‘by;the
Commission. :

3. California Wzter Service Company shall use the proceeds
to be recelved from the sale of said 80,000 shares of stock for the
purposes set forth in this application.
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Le The authorify herein granted ¢o issue and sell said

shares of preferred stock will become effective when the Commission
by 2 supplemental order has fixed the price at which spplicant may
sell the same. 1In other respects, the authority herein granted is

effective upon the date hereof.

5. Within sixty ‘(60)\‘ days after the issue and sale of said
shares of stock, applicant shall file with the Comnission three (3)
éopies of its prospectus and a report showing the amount of stock

sold, the price at which sold,.‘ and the names of those to whom sold.

6. Within six (6) months after the igsue end szle of said
shares of stock;, applicant shzll file with the Cormission a statement
showing in some dctail the expenses incurred by it in connection with
such issue and sale and the account, or accounts,’ to which such

expenses were charged, ‘tbge'ther with a. statement showing the, purposes

)

“Datéd at San Framcisco, California, this _of, " day of
Septembér, : 3:952, '

for which the proceeds were used.




