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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
~0f=

CALIFORNIA WATER & TELEPEONE COMPANY

to issue and sell 120,000 shares of

its Cumulative Preferred Stock $1.32
Dividend Convertible Series.

Application
No. 35033

N NS Nl Nl N

Claude N. Rosenberg and Tadini Racigalupi, Jr.,
for applicant.

CELNZLION

Califomia Water & Telcephone Company has filcd this applica~
tion for authorization to issue and sell, by means of a negotiated
underwriting, 120,000 shares of its Cumulative Preferred Stock, $1.32
Dividend Convert;ble Serics, of the par value of $25 each, at not
less than $25.50 a share. The shares will be convertibdle at the

option of their holders into shares of common stock of the par value

of $12.50 ecach on the basis of a price of $15.625 per share of common
stock on or prior to February 1, 1959, a price of $16.666-2/3 per
share of common stock thereafter and on or prior to Februcry 1, 1962,
and at a price of $17.8571L pexr share of common stock thereafter and

on or prior to February 1, 1964.

The application was filed with the Commission on January 8,
1954. Thercafter, a public hearing was held before Exeminer Coloman
in Sen Francisco on January 27, 1954, at which time the matter wos
taken under submission. The Commission has received no protest to
the granting of applicant’s requests.
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The purpose of the proposed financing is to provide
applicant with funds to meet part of the cost of extensions, addl-
tions and improvements to its properties during 1954 and to repay
bank loans incurred in connection with its comstruction program.
Applicant reports that presentiy 1t has outstanding $475,000 of such
loans but that it ekpects the amount will be increzsed by approki-

mately $300,000 during the carly part of February. It reportsiit

will require for comstruction purposes during the ycar the sum of
$6,500,000, segregated as follows:

Enlargement, replacement and extension of

water distribution and transmission .

facilities $ 884,000
Hydrants, meters and scervice connections 212,000
Additions to central office equipment 1,777,000
Telephone instruments, private branch

cxchanges and speclal station apparatus 895,000
Acrial and underground cable and wire

additions and replacaments 2,138,000
Land and bulldings 387,000
0ffice equipment, tools and wvehleles 207,000

Total $6,500,000

Applicant cstimates it will be required to pay expenses of
approximately $17,000 in connection with the issue and sale of the
stock, leaving approximately $3,043,000 of proceceds available for
reimbursenont of its treasury, the payment of indebtedness and the
financing of 1ts capital costs. It reports it will provide about
&1;000;000 of its requirements from intermal sources durdng the year
and at a later date will sell $2,500,000 of bonds to complete its
1954 financing program. ApplicantTs capital ratlos as of November
30, 1953, and as adjusted to glve effect to the szle of the preferred
shares covered by this application and to the subsequent sale of

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

(1) (2) (3)
Long-term debt 49.9% 46.0% 49 . 2%
Preferred stock 11.2 17.9. 16.9

Common stock equity 28.9 26.3 23:2
Totals 100.0%  100.0%  100.0%

{l} As of November 30, 1953

2) Upon completion of sale of convertibdle preferred
3) Upon subsequent sale of $2,500,000 of bonds
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From the testimony given at the hearing in this proceeding,
LT appears applicent is of the opinion that Lts capital structure
calls for equity financing in order that its structurc might be
improved, that the {ssue under satisfactory terms of a preferred
stock without conversion features is not possible under present con-
ditions;;/ and that 1t is not desirable for it to attempt to dispose
of approximately £3,000,000 of common stock at this time because of
the effect on the market of an offering of this size. It hopes that
through the issue of a2 convertible stock, 2s here proposed, 1t will
accomplish additional‘oquity financing under favorable terms when
and as preferred stock 1s surrendered fof conversion over a periocd of
time. For thesc reasons it has chosen to offer a convertidle pre-

ferred stock rather than some other form of security.

Subject té receiving authorization from the Commissicn,
applicant proposes to sell its shares of stock under o negotiated
arrangement to a syndicate headed by Blyth & Co., Inc. at not less
than $25.50 a share and accordingly it seccks exemption from the
Commissionts competitive bidding rule.g/ A witness called by appli-
cant stated in his opinion the proposed issue, because of Lits size,
is not a suitadble sudbject for competitive bidding in that it would
not invite general underwriting intercest and would result in delay in
the offering of the shares. The witness asserted thet now 45 2
favorable time for the proposed finaneing and that zpplicant desired

to avail itself of the opportunity afforded by prevailing conditions

to obtain stock mdney‘under what he characterized were favorable;

terms. The witness testified it is of importance to applicont fbr

e

i/ e .
The recoxrd shows that applicantls presently outstonding preferred
shares without conversion features have been traded recently on 2
5.75% basis.
2/

It is contemplated the shares will be offercd by the underwriters
at $27.00 cach, a price vielding 4.89%.
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its shares to be marketed 50 far as possible within its service area
andhe felt such a local dis#fibution more likely could be obtained

under a ncgotiated sale to underwriters who have placed its earlier

issues and who are familiar with its operations. The record shows

that zpproximately 85% of the presently outstanding stock is held in
Califomia.

Upon the record mede in this particular proceedingg'we are
of the opinion that an order exempting the proposed issue from
competitive bidding is warranted.

A public hearing having been held on the above entitled
matter, and the Commission having considered the evidence and being
of the opinion that the application should be granted, as herein pro-
vided, that the money, property or labor to be procured or paid for
by the issue of the shares of stock herein zuthorized is reasonably
required by applicant for the purposes specificed herein, and that such
purposes are not, in whole or in part, reasonably chargeable'%o

operating expenses or to income; therefore,
IT IS EEREBRY ORDERED as follows:

1. The issue by California Water & Telephone Company of
120,000 shares of 1ts Cumulative Preferred Stock, $1.32 Dividend Con-
vertivle Series, hereby is exempted from the requirements of the
Commissionl?s competitive bidding rule set forth in Decision No! 38614,
dated Janudry 15, 1946.

2. California Weter & Tclephone Company may issue and sell
said 120,000 shares of stock, on or before April 30, 1954, at not leﬁs
than $25.50 a share and use the proceeds for the purposes set forﬁh
in tis application.
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3. Califomiz Water & Telephone Company from time to time
nay issue shares of 1ts common stock of the par value of ¢12.50 each
to persons who may surrender in exchange shares of the Cumulative Pre-
ferred Stock, $1.32 Dividend Convertible Series, pursuant to the
conversion rights to be granted to such steck.

4. Within €0 days after the issue and sale of said shares
of preferred stock, applicant shall file with the Commission three
copies of £tz prospectus and a report showing the amount of stock

s0ld, the price at which sold, and the names of those to whom sold:

5. Vithin six months after the issue and sale of said
sharcs of preferred stock, applicant shall file with the Commi'ssion a
statement showing in some detail the expemnses incurred by it in
connection with such issuc and sale and the account, or accounts; to
which such expenses were charged, together with 4 statement showing

the purposes for which the procceds were used.

6. The authority herein granted will become cffective upoen
the date hercof,

Dated at San Francisco, Califomia, this ~£§L — day of

February, 1954.
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