
Decision No. _4._'9_6_2_2' 

BEFORE mE PUBLIC UIJ:ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) .. · -of- ) 

CALIFOENIA W~TER & TELEPHONE COMPAN~ 

to issue and sell 120,,000 shares of 
its CUmulative Preferred StoCk $1.32 
Dividend Convertible Series. 

.. · ) 
· · ) 
· · ) . 
.. .. 

-~-~~-- .... --~-- ..... --~--~ 

Application 
No. 35033 

Clau~ ~ Eoscnberg and Tagin1 nacigalup1, ~ 
for applicant. 

Cal1foDlia Water & Telephone Company h~s filed this applica­

tion fo~ authorization to issue and sell" ~y means of a negotiated 

underwriting, 120,000 shares of its CUmulative Preferred Stock, $1.~2 

Dividend Convertible Series" of the p~r v~ue of $25 eaCh, at not 

less than $25.50 a shtlre. lbe s..'I-).ares 'Will be convertible ::It the 

option of their holders into shares of common stock of the par v~lue 

of $12.50 eaCh on the basis of a price of $15.6~5 per share of common 

stock on or prior to Februc.ry 1, 1959, a price of $16.666-2/3 per 

share of common stock thereafter and on or prior to Februa.ry 1, 1962, 

and ~t a priCE: o! $17.8571 per share of CODl"!l.On stoclt thereafter and 

on or prior to Fcb:runry 1, 1964. 

The a.pplication was 1"i1<:."<i With the Co:o:rm.1ssion on J:mu~ry S" 

1954. 'l'h~roa:f'ter, a public hearing was held before Exemincr Coleman 

in San Francisco on J~uary 27" 1954, at ~ich time the matter ~s 

taken under submission. '!he Commission has received no protest to 

the grmlt1ng of applic.;m t'!; requests .. 
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The purpose of the proposed financing is to provide 

applicant 'With tunds to meet part of the cost of extensions, addi­

tions and 1!nprovements to its properties during 1954 and to repay 

b~ loans incurred in connection 'With its construction progr$I:l: 

Applicmlt reports that presently it has outstmlding $475.,000 of such 
. . ., 

loans but that it expects the mnount 'Will be incre.:::.sed by approxi-

mately $300.,000 during the early part c! Februo.ry. It reports! it 

'Will requi:N~ for construction purposes during the year the sum o~ 

$6,500,000, scgrego.ted as follows: 

Enlargement, replacement and extension of 
water distribution ~e transmission 
faCilities 

Hydrants, meters and service connections 
Addi tions to central office equipment 
Telephone instruments, private. branCh 
exch~ges and speci~ station a,paratus 

Aerial ond underground cable end wire 
o.ddi tions and rep1accmen ts 

Lond and buildings 
Office e~uipment., tools and veh1cles 

Total 

895.,000 

2,138,000 
3S7,000 
607.00Q 

$6,500,000 

Applic<mt estimates it will be requirod to pay expenses of 

o.pprox1mately $17,000 in connection with the issue ane sale of the 

stock, leaving approximztoly $3,043,000 of procc~es avail~bl~ for 

reimbursement of i ts tre~sury, the p~yment of indebt~ness m'ld the 

i'inoncing of its capital costs. It reports it 'Will pl"ovid~ about 

~l,OOO,OOO of its requirem<::nts from internal sources during the year 

and ~t a l~ter date will sell $2,500,000 of bonds to complete its 

1954 finoncing progr~. Applic.:mt f scapi tel r.?.t1os ~s of I~ovember 

30, 1953, ~d ~s adjusted to give effect to the s~e of the preferred 

sho.rcs covered by this application ~d to the subsequent sZlle of 

$2,500,000 of bonds, are as follows: 

Long-term d~bt 
Pre1"errcc, stock 
Common stock equity 

Totc.ls 

(1) 
49.9% 
11.2 
33.9 

100.0% 

(2) 
46.0% 
17.9. 

..36 • .1. 
100.0% 

(3) 
49.2% 
16.9 
33 • .2 

100.0% 

As of November 30, 1953 
Upon cocpletion of s~e of convertible pref0rred 
Upon subsequal t sale of $2,500,000 of bon(~s 
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From. the test1l:lony given at the h oaring 1n this procc~ing, 

it ~ppc~rs applicent is of the opinion that its c~~ital struc~Jre 

cc.lls for equity financing in oreer that its structure :night be 

improved, that the 1 ssue under so.tisfo.ctory terms 01: a prc1:crred 

stock 'Without conversion features is not possible under present con-
'l/ 

di tions, zmd tht..t it is not desirable :for it to ::::ttempt to tjis?ose 

of approxim~tely ~3,OOO,OOO of common stock at this time becauso of 

the effect on the markot of' an offering of this size. It hopes that 

t.i.rough the issue of a convertible stock, as here p~posed" it will 

accomplish adCi tional equity fin:mcing 'Under favorable ter:n.s when 
\ 

and as preferred stoCk is 5Urrendered for conVersion over a period ot 

time. For these reasons it haz chosen to offer a convertible pre­

ferred stock ra!ther than some other fom of security. 

SUbject to receiving authorization from the CommiSsion, 

appliccnt proposes to sell its shares of stock unecr ~ negotiated 

o.rr~gcment to ~asyndicate headed by Blyth & Co., Inc. at not less 

than $25.50 a share and accordingly it secks exemption trom the 
y . 

COmmission's competitive bidding rule. A witness call~d by appli-

cant stated in his opinion the proposed issue, because of its size., 

is not a SUitable subject for competitive bidding in that it vould 

not inVi te general underwriting interest anc. 'Would result in del:::.y 1n 

the offering of the shares. The 'Witness assertee th<lt now is a 

:f~vorable time for th~ proposed fin~cing ane th~t applic~~t deSired . , 
to ~v~il its€lf of 'the opportunity afforded by prevailing conditions 

to obtain stock money 'under what he ~aracterized were favorable 
, 

terms. The 'Witness te'stificd it is or importance to applicont for 

11 
Tb.e record shows that applicant~ s presently outstcnd1...~g preferred 

shares ... ..ti thout conversion fe~tures h ave been traded recently on a 
5. 75% b~sis .. 
y 

It is contemplated the shares 'Will be offered by the unecl"'Wri ters 
at $27.00 each-, a price yielding 4.89%. 



A.35033 ~w . 

its sh~res to be m~rketed so r~r as possible ~thiri its service are~ 

Md h e .felt such a local dis.t~"i'bution tlorc likely could be o'bta.in~ 

under a negotia.tee sale to underwriters who have pl~ced its ea.r11~r 

issues and ~o ::Lre !am111.lr 'With. its opera.t1ons.. The record shows 

that approximately 85% of the presently outstand!ng stock is held in 

Cal1f'omia .. 

. 
Upon the record made in this particular proceeding, we are 

of the opinion that an order exempting the proposGa issue from 

competitive bidding is warr~ted. 

ORDER 
-~ .... --

A public he~r1ng haVing been held on the above entitled 

matter" and the Commission having considered the evidence ond being 

of the opinion that the tLpplico.tion should be granted, as herein pro­

'rided1 that 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 pa.rt, reasonably chargeable to 
operating expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. The issue by C.llifornia Water &: Telephone Co:npony of 

120,000 shares of 1. ts Cumulative Preferred Stock, $1 • .32 Dividend Con­

vertible Series, hereby is exempted from the requirements of the 

Commission J z competitive bidding rule set forth in Decision No; .38614,. 

dated Janu~ry 15, 1946. 

2. Cru.ifornia Wc.ter &: Telephone Company may is'sue and sell 

st!id 120,000 shares of stock, on or before April ,30,'1954, at not less 

than $25.50 ." share and use the proceeds for the purposes set forth 

in this application. 
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3. Colifomio. Water Be Tel'ephone Company irom timc to time 

may issue shares of its common stock of the po.r value of C12 .. 50 each 
to persons ~ho may surrender in exch~ge shares of the' CUDlula ti ve Pre­

forred Stock, ~1.3~ Dividend Convertible Series, puriu~t to the 
con.version rights to be gr~ted. to such. stock .. 

4.. 'Wi thin 60 d.:.ys after the issue end sale of said shares 

of preferred stock, applicant Shall tile ~th the Commission three 

copi~s of its prospectus and a report sho'Wing the 8."'Ilount of stock 

sold, the price at 'Which sold, and the names of those to ~om sold.; 

5. Wi thin six months after ';he issue and sale of sai"d 

shares of: preferred stock, applicant shall file with the Commfssion a 

statanent sho'Wing in some detail the expenses incurred 'by 1 t til 

connection with. such issuc and sale and the account, or accounts; to 

Which such expenses were charged, together 'With a statement shoWing 

the purposes for which the proceeds 'Were used. 

6. The authority herein granted ~ll become cfr~ctive upon 

the date hereof. 

Dated at San Francisco, California, this 

February, 1954 .. 
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