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Decision No. 48S~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOmJIA 

In the l'1.atter or the Application of ) . 
SOUTHE~; CALIFOFNIA WATER COl-1P.ANY ) . 

for au thori ty to i s~e not exceeding ) 
60,000 ~hares of a new series of its : 

Application 
No. 34533 

preferred stock, without competitive ) 
M~~. : 
--~~---~----~~---~-~) 

OfMelveny & Myers, by Flederi¢k ~ EdwardS 1 for appli cant. 

o 'P I N rON .... --.-----

Souther.n California Water Company has filed th1s applica­

tion tor authorization to issue and sell 60,000 shares of preferred 

stock, of the aggregate par value of $1,500,000, for the :purpose of" 

paying outstanding indebtedness, of reimbursing its treasu::ry and of 

financing the cost of property. 

The applic~tion was filed on July 11, 1953. . Thereafter1 a 

public hearing was held before E~er ColemDn in Los Angeles on 
, • I' 

July 23, 1953, at which time the mstter was taken uneer submission. 
. ' . 

The Commission has received no protests in this proceeding • 
. . 

The 60,000 sha:res will constitute a new series of pr,efe:-red 

stock. They Will be convertible into shares of common stodt, 'Will be 

entitled to cumulative diVidends and wlll be redeemable at such rates 
I " " 

o.s hereafter 'Will 'be determined by D.pplicant f s board of directors • 
. ,,' . : j . I I. 

Applicant seeks authorization to dispose of the sh~re$ by me~s of e 

negotiated underwriting ~~d in this connection it points out th~t 
, . ' 

the conversion rate !rl.ust be relD.ted to, the market price or the 
" J \. 
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com.mon stock at or z.bout the time of the public offering of the 

shares of preferred stock ond it urges t..~.:.t the proposed issue therc­

forc7 bcc~use of its Ch~r~cter7 ~s unsuit~ble for competitive bidding 

in tho.t it involves such v~riable to.ctors as price" conversion rD.te: 

a.."ld dividend r~te. Further" appl:i.cont is ot the opinion that under' 

presentmark~t conditions it would be difficult to arouse under-, 

'WI'i t:Lne interest in ';:" competitive bidding offer of a security in the 

o:nount 'Which it now desires to sell. 

If autilorized to issue and sell its shares of preferre<3. 

stock7 applicant proposes to use the proceeds to provide construction 

fundS" :to reimbJ.rse 1 tself ~or :t.'unds actually expended 1n the con­

struction ~d acquisition of property" and to discharge and pay prom-

isso17 notes which were 1ncurred for capital purposes. In Exhibi t B., 

~pp11c~t reports its capital expenditures, for the year 1952 ond 

estimated for the, year 1953, as follows: 

W 3. ter - ' " \ 
Wa~er 'supply 
Distribution system 
N c;:'W' business 
Meters ~d' services 

Electric 
Ice, 
Automobiles, ,office equipment 
~d misccllcneous 

Gal'cir~ ofticc building 
Acquisi"cion of operating 
properties 

Toto.ls 
Ac.v~ces in aid of constructi on 
Net cost to company 
Pundsreccivee from bonds ~d 
notes 

Bc.l.ance 

1952 1953 
Actual Estim:).ted 

$ .39.3" 969 $ .332".300 
479,323 643·,505 
719 7 947 81$.,637 
261".041 215).000, 
37,522 15,.,000 

4.,119 1,,558-

50,377 
lS6.,3Z! 

74,000 

~62.~ O~7 " 
2,701, 677 -. ' ,2,100,,000' 

!r.!:j:;iz 288 22?z 000 
i2J2~8~~8~ ~1~~78~OO~ 

Tot~l 

$,' 7267 269 ' 
1,122,,828 
1 7 538,584 

476,OlJ. 
52".522-

5.,677 

l24/377 
180,.322 

~621~27 
4.,801,77 

66t·28'S 
47 13;389 

Presently D.pplicant has outct~ding $700,000 of short-term 

not~c heretofore authorized by the Comm:t.zsion ond a.."'l 'UIlused cred1 t 

of S:WO,OOO' und~:r its loan agreement. It is propo,see that the 

pri.."?cipal mnount of these outst~ndine notes and of notes representing 
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a~di tion~ 'borrowings 'Will be paid '¥.'i t..l-J. funds to be received from the 

of'fering of shares of preferred stock. 

Applicant has met its capital requirements in part through 

the issue of first mortgage bonds ~d shc.res of preferred stock of 

scver=U.. series ane. through the use of equity capital. Its capi tz.l 

structure as of May 31" 1953, end as c.ejusted to, give effect to the 

Long-term debt 
Prefcrree stock 
Equi ty c~pi tal 

To tru. s 

May 31, 1952 

55.1% 
14.7 
30.2 

1QO.9% 

Pro Forma 

47 .. 4% 
24.0 
28.6 

100.0% 

Upon the record mo.de in this particular proceeding" we 

are, warranted in exempting the propo:;ed i $,sue from. competi ti Ve b~e­

ding <me in moking a preliminary oreer ~t, this time authorizi."'le the 

issue :me sAle of the shares of stock of the new' series. At a lOoter 

date" upon the filing or a supplemental 'applic~tion setting forth the 

terms of the shares of preferred stock and the price at which :lppli­

c~t intends to cli5pose of them" 'We 'Will give further consideration 

to thi S :!latter. 

" 

A pub1i'c hearing hc.Ving been held 'on the above enti tleC: 

matter,,! and the Commission having considered the ,evi~cnce ~d being 

of, the opinion tho.t the applicotion should be· granted" o.s herein 

proVided" th<lt th.e money" property or lD.'bor to be pro'cured or PC.1d 

for by the issue o~ the shares of" stock herein :luthoriz.cd is reason-

ably reg,uirec. by o.pplicant for the purposes specified herein, ane 
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that such purposes are not, in whole or in p~rt, reasonc.'bly charge­

able to oper~ting expenses or to incomc; therefore, 

IT IS HEREBY ORDERED a.s fol1o'W's: 

1. Thc issue and sDlc of 60,000 sh::nes of a new senes 

of preferred stock by Southern C~ifomia Wo.tcr Compony hereby is 

exempted from the Commission's competitive bieding rule set forth 

in Decision No. 38614, dated J~u~ry 1;, 1946. 

2~ Southern C.:.lifomio. W~ter Compony, on :m~. after the 

erfectiv~ date hcrc~f ~e on or before Dec~be~ 31, 1953, may issue 

;:me sell soid. 60,,000 shares o:f' pre:f'erred stock at ~ price h~rcarter 

to be fixed by the CommiSSion. 

3. Soutt.l.crn Cclito:mia Water Compcny shall use the pro­

ceeds to be receivee from the s~e of said 60,000 shares of preferred' 

stock for the purposes· set· :f'o·rth in this proceeding. 

4· The authority herein gron ted to issue :me! sell said 

shares of preferred stock will become effective when the Commission 

by a supplemental order has fixed the price Dot which' appliccnt ma.y 

sell the scm€'. In other respects" the authority herein grml ted is 

effective upon the date her(!of. 

5. 'Within 60 dt!..ys aft~:r the issue end sale of said sh:lres 

of preferred stock, :.lpplicant shD.ll file with the Commis·sion three 

copies of its. prospectus md a report shOwing the amount of stock 

sold, the price at which sold, anel the ntunes of those to 'Whom 

sold. 

6. .Wi thin six months after the issue and sale of s~d 

s~res of stock, c:pplicon t she~l file 'With the Commi ss10n Do statement 
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sho'W1.ng in some detail the expenses· incurred 'by, it in conn~ction 'With 

S'Ilch issue :me. sale and the account" or, ~ccounts" to which such ex­

penses 'W'ere charged, together 'With a statenent showing the purposes 

for: which the proceee.s were userl. 

Dated 
I) f! . .. I 

, J. ~U ~{, , 

(J r 
at S~ F:::-ancisco, C~ifomia" this day of 

1953 .. , 

Commis,sioners' 
'j" ", r o ', 

C., ...... 4 ""!"1,o"~r .. ;r:~~!~.~.~-~.~~~~~': ... being 
l,.,::,:".,;!'.r.11y ~bli!on.t. l11d not ~a.rt1e1'P3-~ 
in tA~ ~.~~o31t1on of th13 ~roeeed1~ 
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