
Dec1 s10ri No ~ , 4921..4 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
',' .. ," ~ j t 

In the Matter of the App11cation of ) 

CALIFOBNIJ. WATER ':SERVICE COMPA.~Y.~ 
a corporation,· 

for an order authorizing 1 t to issue 
an 'additional amount of 1 ts convertible 
preferred stoCk and common stoCk upon, 
conversion. 

.. · ) 
.. .. 
) . 
.. .. 
) .. .. 
) 
· · - - - ..., - - ~ - .-.- ~.- '- ... - ~,'- - - - ... 

Application 
No. :34751 

McCtltchen, :I'.b.omas, Matthew, Gr1f'fi ths & Greene" 
by Robert ~ Bro~. for applicant. 

OPINION 
~ ..... --~ ... - ...... 

This is an applieo.tion for an order of tho Coromission 

authorizing C~i:fornio. 'W-ilter Service Company to issue cm.dsell not to 

exceed 80,,000 sh~res of Ctlmul-iltivc Convertible Preferred Stock" Series 

E:" of' the :par value of $25 C-ilch mld of the aggrcgate pOor v.llue of 

$2,000,000, bymc~s of a n~gotintod underwriting, and to issue Shares 

of common stock. 

'l'he ~pplict!tion was filed 'Wi. tb. the Comm1ssion on September 

24" 1953. Th.ereart~r" a. public heo.ring was hold before EXmniner' ' 

Colem.:m in San Francis·co on October 7" 1953" ~t which timc' the mo.ttor 

~s tdken under submiSSion. . . 
The 80,,000 Sh~res ~ll constitute ~ new s¢r1es, of preferred 

stock. They 'Will be conver~i'blc into shares of common stock" 'Will 'be 

enti tled to cumul::.t1ve diV1de:nds and will "oe redeema"ole II t such ra.tcs 

as hcrc:lfter 'Will be detemincd by cp:p1ic:m.tt·s 'board of' directors .. 

App11ccnt seeks authorization to dispose. of' the sh:ll-cS 'bj" means of <l 

negotia.ted unde~t~g ~d'1n this'connect1on it alleges that tne 

cila:rcctcr of' the ;roposcd series :o.akes it un sui t::.'ble for competitive 
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:bidd1ng 1n that an offering of eo~vert1'Ole preferred stock necessarilY 

involves such;.vari~ble: fac~o:rs! as, :P~c~,. ~~dend. rate, conversion 
. ~' " ~ • I " ." , 

rate, .. J:edemP:tion .. price and., voluntary liquidation preferences and' tru"t 
•• • I ' .. ''''., I I ,,', • ".,' ',:. , 

while some, ,of these, factol:"s can' be fixed som~what. in ~dvanc~ of the 
.' '6' " 1', ". t!, '.. . ' .. . 

of(ering date, 'the"conve:r:sion p.rice should b,efixed inrel~tion to 
•••. .. ' .', I " 

the Inr'lrket value· of the eommon stoek at or about the public offering 
( .. ... '. ~ • "; ... ' : ~ •. \ I" 4 

date of :t~e .s,bares. ?!',.pre1"erred ,stoek, whi,eh,is' impr:lcticabl~ ,under' 
, • ',I' . .' .' , 

", :, " \;!.: ,'," o', 

• '. .'.,.t II' 

;. "'.:" APPrO~atelY' 80% 01" applic.ont1s stock is held in its serv-

ice .:lrec. and, applic:mt believes it is advant~geous for its new 
.' • '.'''; • .J .f '". " , I I •• ', • I ' '. ~ 

seCUl'i:t~.es .:.~o ~~; ,~,st::i ~~~ "in. i,~~: terri tory, so far .as ,possible • . , 

It .has -concluded, that.,Such distribution can best 'be assured 'by nego-
- '. • • " J - '. ~. '" ~... ~ .. • ., . , L ' • ' 

ti:!tions,.n. tb., investment bcm.kers 'Who have hm'ldled 1 ts earlier issues 
" I ... •• .' I .' :' ft. .' 

and ·'Who, are familiar Wi th ~i ts problems .md who can 'be expected to 
. . , .1, I, I .' ,e'.', 'f.. 

sell .a-zonsidere.'bla.port1on of 'the additional shares lo·cally.' A 
• , . , • J j • ' I' .'.: " ~ f' 

·..r.i.:tness,·1'or applicant t,esti!ied that his investigation indicates ~t 
. •. II, "- • ," " , . , . . 

applic~t should o'b;t.e.in. a:" 'better pr~ce" with 'better distribution' and ' 
'. ' .,' . 

, , 

wi~.lower,costsor.issuance~ by means of a negotiated, rather than a 

competi~1ve, u.~dcrwriting. 

, . 
If authorized to issue.:md. sell its shares of p·referred 

stock, applie~t proposes to usc the net proceeds to P~Y outstanding 

short-t~rm indc'bteeness nov in' the tunOtlnt of $250,000, .:md to. '. 

reimbu'rse its treasury. for moneys expended plior to Septem'b'er 1, 1953" . , 

to:r th,e. o.cquisi t10n~. const:ruct1on, comple'tion, ~xtension or improve­

tlent' of its !:!ci11 ties. I,t reports that it is faced 'With a continuing 

progrcm .of expansion. ~1ne the first eight months it 195.3 it added 
. • .' ,Ii' , ' 1 

3,229; new cus:tomcrs ,to 1ts,lines and D. cqui red 5,657 new customers 
, •• " ,\ -, • " , ! ,', " ' .,. 

wi th the purehc.se of: the pro,:pel'ties of SUburban 'Water Company~ and it 
. . ' ~. . . :" '. 

cst1l::ates,.3,675 additional, new.: .. s~l"V1ces during the lest four months 
I ' " f J , • • '~. I' III' ; : 

; to. f'" • t,' • 'l'-t .. 
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of the year, mcld.ng. total c.dditions for th~ twelve mon:ths of 17,561 • . ' . . . 

Its capital expenditures for the t\cquisi tion of pro!,erty, 1ncluCing . .,' .. 

the purchc;:.se of Suburban Water Com~any,. for refUnd.s of line extension 

deposi ts, for payment o! serial notes :md sinking l"und e.epos1 ts will 
• I 'I \ 

:;unot:nt to $4,946,123 tor the yoar and expenditures for 1954 arc esti­

mated at. approximately $4,300,000, including. rctunds or line extension 

deposi ts • 

. In presenting its, applic:lt1on to the Commission o.pplicant 
. ',' , '. 

has filed its fin:mciaJ. statement o.s of August 31, 1953, sho'Wing its. 

assets, liabilities ~d cc.p1t~ o.s 01" th~t date as 1"011ows: 

Assots 

Fixed cc.pital less depreciation reserve 
U~vestee line extension deposits 
Ctlrrent' :lssets -

C6.sb. 
Ae:eo'Ul'l.t:s receiv~ble 
l'J...o.ter1al. :me. suppl1 es 
P:rep~d expalses 

'rotd1" current assets 
Other debits. 

'rotal 

Li~b11itie$ ana Capital 

Bonds mld ser1:ll notes 
CUrrent liabilities -

Notes and accounts payable 
Accru\lls . 
Other current liabilities 

Total ~rent 11~bilities 
Line extension eepo'si ts 
Contribution's in o.1e. of construction 
Otb.er credits .. 
Preferred., stock . 
Equity. cap 1t.ol -

Common stock 
Surplus. 

'!ot~ eqUity calJ1tal 

Toto.l 

$ S05,906~41 
772.,013.68. 
715,662.0$· 
$22.10S./t2·· 

$ $18,984.31 
2,214,517.95 

276,SS6.?Q, 

9,793-,,250.00 
3,152,592.15 

$46,729',60'2.95 
262,902.30 ' 

3,152,690.60 
139 ,14&:. Sl 

150. 284,)44.6.~,. 
.' . 

$23, 470,.000.00 ,. 

12, 945', 84'2:~ 15.' 

$50! 2SA;344~ 66,' 

Ancl.yzis of the preceding b::l.:mce sheet shows that,~ppli­

cc.nt has i'innncee. 1 tsel!-, generally spccld.ng-, through the issue or, 
'bonds rJld shares of preferred :md common stock and the retent1onof 

: . ' 

earnings .;md 'that it h~s incurred current lio.bi1i tics· inth.~!:lmOi.mt of 
I • 
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", 

$3,310,389 .. 06, exclusive of retundo.ble.11ne .ext.ens1on dCi,jos1ts, ·as 
~..:. '/.,' j . . . ~ , '. ; " . _I'· 

cOJ::lpo.rcd 'With current :lsset~ of $.3,152,690~60. 
, • I •• -, • • t' / .. .J I 

, I. I 

The issue of shares of stoek, :ls: here 1'ro1'osad, 'Will cn::l.blo 
, ' , ' ,'0. :. ' ! . ""'~ , 

o.1'1'1i ccn t to curtm.l 1 ts current. 0 'bli,g.~:ti~ns tmd to meet fu tllre c~p1 tal 
... ~ • n, • " • - ... ". .. ~ • 

costs ond to imp:rove not only its current position .'but ~so its ec.p1tal 
~ .: • " ;'. I .. .' .r - ' 

ra.t1os. 'l'heseratios, as of August .31, 195.3, and o.s adjusted ,to give 

ef'f'ect to the proposed f1nDnc1ng, :lrC as follows: 

:SOnds 
Serial notes 

Subtotnl--borrowed mone.y 
Preferred stock 
Equi ty· ca!>it~ 

Tottlls 

Aug. 31, 1953 

5.3.5% 
.-4-

53 .. 9 
16 •. $ 
£).3· 

lOO.O~ 

51.2% 

5J::1 
20.4. 
2S·.0: , 

100:.0% ' 

Applicant has concluded to offer a: convert1b1epre!errcd 
, . 

stock a.t this time, rather tl?-on some othe:r form of seeuri ty, for the 
, 

reason that in its opinion the iszue of shares with 0. conversion 

privilege is the most practical :md convenient me'tho(L to roeuce its 

debt ro.tio and to provide Ul t1.mately :for increased common stock eqUi,ty 
, 

through the conversion of the new series of :preferred stock from time 

to time 1nto sha.res or common stock .. 

Upon a review of the record :we are of the op1nion that 

o.pplic~t h~s need for the proceeds f:ro:l. the proposedf1nancing for 

the purposes indieated. in this o.pplicc.tion' Cllld th.:lt we are warronted 

in exempting the proposed issue from competitive bidd~g ~d tn 

m2.ki."'lg :l prelimina.ry order at this time .::.uthor1z1ng the issue :md 

scle of the sho.ros of stock. At::l. lc.ter date? upon the fil:tng o·! a 

S"..-:.pplement:ll application sett~g forth. the terme of the new serieS 

of stock w.d the price ~t which D.pplic~t intends to sell .the SMl:'CS? 

we 'Will give further considerlltion to this matter . . 
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A public hear1l:J.g hav1ng 'been b.eld.~ on the ~bove entitled 
1,11, •• 

m:Lttcr, ~d the Commis,sion having considered the ertdence and 'being of 

the opinion th:.t the application shoul,d be grontco., a.s herein provid~ 

that the money, p:rop~rty or labor to be procured or paid for by the 
, , ' 

issue of the she-res of' stock hcreill author,izeC. is reasonably required. 
, " 

by applic;::nt for the -purposes specified herein, a."'ld' that such pur-
,. I', 

poses are not, in whole or "in part, reasonably chargea'ble to opere.ting 

expenses or to· income; therefore,' 

IT IS HEREBY ORDERED as follows: 

1.. The i$sue and sale of $0,000 shares of' Cumulative 

Con.vertible Preferred Stock, Series R, by Cali forn1 a 'Water Service 

'Company hereby is exempted, from the Comrn1ssion t s competitive bidding 

I'Ille set forth in Decision No • .38614, dated J:mUilry 15, 1946. 

2. Celif'omia Water Service Company, on and o.!ter the 

effective date hereof and on or before Fe'br.lary 28, 1954, may issue 

mle sell sa1e 80,000 shares of C\nnulative Convertible Preferred 
, 

stock, Series R, at il price hcre~fter to 'be fixed by thcCo~ssion. 

3. California Water Service Company sh311 use the proceeds 

to be rcceiveC. i"rom the ~ru.e o! s~d 80,000 $hares o·! preferred stoek 

for the purposes set forth. in this :;r.pp11cation. 

4. California Water Service Compony from t1me to time may 

issue sh<lres of 1 t~ eOIrIClon stock o£ the par v::U.ue of $25 each to 

persons who shall surrender in exchonge theretor shares of its 

CUmul:l.t1vc Convertible' Preferred. Stock, Series Ii, pursuant to the 

conversion right to be grcnted to such preferred: stock. 
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5. Y1th1n 60 days after the issue and scle of s~d shares 

of preferred stock., :lpp11cmlt sh~l file with the Comm1ssion three 

copies of 1 ts prospectus, ~d Do report sllow.i.ng the Dl:10'Ullt of st<>ck 
: .. I, ~ 'i!",~. • ~ ~ ...... . ,'I I ' .. . 

sold, the pri¢c~ ~t which. sold and the names or those to whom s~ld. 
. . " '::. ::'1--. 'of i, 

6.;[1 thin six months~~ter the issue and ,sale of s~<:1 

shares of preferred stock, Dop,11c:mt· shall tile 'With the COmission 

a st.:.tonen t showing 1n some detail the expenses incurred by 1 t in 
"\ I • ~ ./ 

cOnl'l.':)ct10n 'With sucll1ssuc and ~e 'nnd the a.ccount, oX' acco'Unts, to 
. .' 

which such expenses were chD.rged" nnd, in gencrcl, the purposes tor 

Wich, the proceeds 'Were used. 
• • .' ~. ~ .,' .. , •• ~. I 

_. ; , <Ii 

7 •. · .. The o.uthority herein grentecl to issue Dl'ld sell said 

sh=.ros of' Cumulative '~nvcrtible Preferred Stock" SOries H, 'Will 

'become effective 'When the Commission by a supploncnt\:l order h~s fixed 

the ::;>:r1ee at which app11ccnt ~y sell the s::me. In other respects, 

. of October, 195'.3. 

'-. ,'; .. 
- ~,... «t'. 

"'" 

., ',' 

, .. ', 
..j 
'" 


