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Deeision No. 5J 628 ORIGIN"l 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAL!FOffi~!A 

In the Matter of the Application ) 

of 
· · ) .. .. 

CALIFO.RNIA WATER &: TELEPHONE COMP.Al'lY ) .. .. 
to issue and sell~tock. ) 
_ .... _iMIIIII __ .... _ .... _ ... '- .... ~ .... _~ ___ -.-. · · 

A:pplieat10n 
No .. 37026 

Tadini Bacigal'upi, Jr., for ,a,pplieant. 

QEl1:!IQli 

California Water & Telephone Company has f1led this appli­

cation for authorization to issue and sell 200,000 shares of its 

common stock of the par value of $12.;0 each and of the aggregate 

par v<lJ.ue of $2,500,000. 

The application was filed on June 10, 1955. A public hear­

ing was held' before Exam1ncr Colem:m in San Francisco on J1.'lne 20, 1955, 

at 'Which time the m=.tter was tQ.ken 'I.lnder submission. The Commission 

h::.s roceived no protests in the proceeding. 

Applicant is engo:.ged in turnishing wo.ter service in the 

Counties of San Diego, Los Angeles and Monterey, ~d telophone service 

in the Counties of ~versidc, S~ Bernardino and Los Angeles, its n~t 

investment in operativo fixed capital, including construction work 1n 

progress" being reported at $44r635,710 as of April 30 of this YC':!r. 

From time to ttme, as it has proceeded With the dev~lopmont of its 

plants" applicant bAs issued :md sold mo:rtg~go 'bonds, debentures end 

shares of preferred and common stock to f1n~c¢ its requ1rcm~nt~. Its 

cc.pi tal structure tJ,s of the close of April of this year is indicc;ted 

in the folloWing t~bulat1on: 
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First Mortg~ge bonds 
Debentures 
Preferred stock 
Convertible proferred stock 

Common stock· 
Premium on stock 
Corpor~te surplus 

$l2,162,050 
1,230'?4~1 

.-.1..201,704 

Tot~l common stock eqUity 

Tot::.l 

15,~94,182. 

i44.350,460.· 

....li 
1.Q.Q1 . _. 

According to the tcstirlony taken .:It the ho~rins, :::.pplicc:nt 

is in neod of additioncl c~p1tal funds to m¢et the increasinG d~ds 

in its sc~ice areas ~d has concluded th~t prcv~iling. ~~rkct condi­

tions arc conducive to the sa.le of common sno.ros under:f'~vor:J;'b10 tel'mS. 

It proposes, thcreror~, to undor~e ~~e s~le of the 200,000 s~r~s 

covered by this app11c~ tionby mco.ns of a. negoti.o. ted n.rrc.ngoment to ~ 

syndic<l.te hcad~d 'by Blyth & Co., Inc. o.nd it asks that the;; issue 'be 

exempted !ro~ competitive bidding. A witness c~llod on behalf of 

o.pplicont tcst1f1Gdthat its sho.res are not listed on :my excho.ngc, 

thc.t they c.re rela t1 vcly unkno'Wn outside the Stc. to;J and that in his 

opinion the proposed issue, bcc~usc of its Size, would not ~ 0. 

suitcclc subject for co~pet1t1ve bidding in th~t it would not inVite 

general '\Uldorw:r1ting interost. Xb.e witness further testified th<lt. it 

is of 1r:lporttmcc to app11co.nt tor its sh:.:rcs to bcmarketod ~s·much 

~s possible in its servico ~rces, th~t presently SO%of outstend1ng 

sh~r~s or common stock is held in Califor.ni~, and th:.t he felt suCh 

a. loc~l distribution could 'be mll1nt:lincd through a negotic.tcd sCola to 

undcI"W'l'iters who hc.vlQ plo'lced its earlier issues and who· ::'X'o f6m111:l.l" 

with its oper.:t1ons. 

Applic~t has been paying ~~ucl dividends on its out­

stcnding sh~rcs of cox:nnon stvck o'lt tho r::.tc of 8% per o.nnum. Such 

s~res ~V~ ~ beok value of approximately $l7 ~d t~nt~tivcly it 1$ 

propc,sed tho.t the new block of sruJ.res 'Will be sold to undcrwr1tcrs 
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at not l~ss than $17.50 ~ Share ~d rco!fcrcd to the public ~t n 

sprc~d or 85 conts. 

Uncer thes¢ ~rranecoants" ~pp1ic~t will roccivc ~ppr~xi­

:l:ltcly $3,,500,,000 through the so.le of its s~res. It proposos to 

use o.pproXimAtoly $17,,500 ~! the proc~eds to po.y eA~enses 1n con­

nection with the issuc ~~ sale ~~ to use tho remAining proceeds 

to reioburse its treasury,,1n p~rt" for ~oneys· expenecd for th~ 

construction" completion" extension or 1mprov~ents of its !~ci11tics" 

which w~re not obtained from th~ s~lo of sccurities" ~d upon thus 

replenishing its treasury to usc the mcncys to p~y short-term bank 

10:%1s m1c! to provide for 0. p~:rt of its c.lp1tal costs. In this c.:>n­

ncction,'1t r6ports its co.sh rCClUi:rcmcnt~ for new construction for the 

yet::: 19;5 in th.e total ~ECunt of $7,300,108, ot wh:l.ch a.pp:ro~tcly 

$2,000,,000 'W'3.s· provic.ed thr·~'Ilgh the SD.lv of s~cur1tics in the l~ttcr 

p~rt of 1954, anc approX1mD.tcly $1,500,000 Will be gcnorctcd 

in~rnQ.lly, 1caV1ng the r~1nder to be met 'With common stock 

proceeds. 

We hav~ reviewed the record in this matt~r. It cppo~rz to 

us that if ~pplic.~t hAs the opportunity to obto.1n common steck tunes 

~t this time under f:lvor~blp terms, it should do so ond thereby 

reserve 1 ts borroWing c~paci ty for some future time when cq,Ui ty 

cQ.pi~l ~y not be re~dily ~va.11~ble. On the bcsis of tne 1nfo~t1on 

now bc!or~us we ~rc ~r tho Qpinion th~t ~ arder is w~rr~t6d 

cxer:.pting the proposed issue from c.~m:pcti t1ve bidding and :-.uthorizing 

the sc.le 1mder the toms set f"orth'1n the o.i>P11c:.t1on .• 

A public hear1ne having'bccn hold on the ~'bovo entitl~~ 

~tter, ~d the Co~ss1cn h~v1ng conSidered the evidence ~~ being 

or the ·;)pin1cn t.h.o. t the app11 Cel tion should b(j er:.nt~·t.1, o.s tJ.oroin 

-3 



A.:37026 EL 

provi4od, th~t the money, ~rop~rty or l~~r to be procure~ ~r ~~1d 

for by the issue of the shares vi stock heroin :::.uthor1zcC is rc;~,sl~'n-

~bly reqUired by ap?licant tor the ,ur~oses spec1f1e~ herein, ~e 

that such pur,oses :lore not" in whC'le or in part, rc,,"scna.'bly ch::.r&e­

",'b1e tc ::,.perating ex,cnses or to 1nccl:lc; therefore, 

IT IS HEREBY ORDEP.ED z.s follcvs: 

1. The issuE' 'by California We-tel" & TelephoncC~m,o.ny of 

200~OOO s~res of it:; common steck of the 1'0.1" value of $12'.50 each 

hereby is exem~tcd from the reQ.uirements of the Commission's c¢%:l:i:")cti­

tive bidding rule set forth in Decision No. 3S614,dateo. Jan'\lO.l"j" 15" 

1946, ~s amended. 

2. California Water & Telephone Co~~~~y" on ~d after the 

effective date hereof ~d on or bof~rcDcccm~r 31, 1955, mey issue 

t.l..."lC sell said 200,000 shares of common stock at net less than $17.50 

o. shZ1.rc. 

:3. Ca11fornic. "To. tel" & Telephone Compa.ny sh.:l.ll use the 

:::>roeecds to b~ received through the issue -lnd sale of said shares of 

cox::mon etock for the pUI1jCSC of :L'aying expenses in~idcnt to the issue 

the:reo(,- of' r<;:ilnoursing its -:rco.sury, of pO-ying. short-term 'bank lODnz 
. , ' 

'.- .... 1 ... 

~d c~ ,finane·ins, in ,~rt, its construction cxpenc!i turCZ. 

4. 'Within 60 eays after the issue and s~lc of said sh~ros 

or CCml'lon stock, ':l,!,lic~t sh.~ll file 'With the COmmissi(,n three cop1~$ 

of its prospectus ona 0. report shoWing the amount of stock sole, the 

price ~t which sole, and the ~es of th~sc to whom sole. 

5. Wi thin six l'll·,nths :lfter the issu~ mld so.lo' or s~id 
sho.rcs ·;,;f stock, o.,plic~t shall file with the: C0m.1s~1on ::. st.::.tcm(;:nt 

shoWing in some dcto.1l the expenses· incurrc~ by it in c~nn~ction 
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'Wi th such issue end snlc cnc'!. the ~ccount, or :lccounts, t·? which such 

e:.q>enses '\oTero chc.:rgcd, t.:.gcthcr 'With .l sta tcment sh/)wing the: ,ur.;>.;,ses 

for which the ~roceeds ~~ro USGd. 

6. !he cuthcrity hcrctn gr~ted will bccc~e o!!c:ct1vG 

uron the ~ to here,,)!. 

0tb D~tcd et ___ Sa_Zl_Fl'a __ 'G_d_It_O __ 1 C~lir"rni~, this ___ C.:lY ot 

~i' 1955. 
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CCn:an1ss1onvl"s 

Comlsa1one1" P.e'Cer It. JUtclielI ~. be1~ 
necHsU'U3' abs$'lI.t. 41d not ~1c1:;e.to 
1XI.. tho d1~.s1t10D ot 'th11 proeeo¢1:ag. 


