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EEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

in the Matter of the Application
of
CALIFORNIA WATER & TELEPEONE COMPANY

to issue and sell stock.

Application
No. 37026
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Tadind Bacigalupi, Jr., for'@pplicant.

| California Water & Telephone Company has filed this appli-
cation for authorization to issue and sell 200,000 shares of its
common stock of the par value of $12.50 ecach and of the‘aggregate
. par value of $2,500,000.

The application was filed on June'lo, 1955. A pubiic‘hear—
ing was held beforec Examiner Coleman 4in San Francisco on June 20, 1955,
at which time the matter was taken wnder sutmission. The Commission
has roceived no protests in the procceding. |

Applicant is engaged in furnishing water scrvice in the
Counties of San Diego, Los Angelés and Monterey, and telephone service
in the Countics of Riverside, San Bermardino and Los kngeles, its~nct
investment in operative fixed capital, including constructién work in
Progress, being;reported ot $44,635,710 as of April 30 of this ycar.
From time to time, as it has proceeded with the de&elopment of its
plants, applicant has issued and sold mortgage bonds, debcntures\and
shares of preferred and common stock to finance ﬁts requircments. Its
capital structure as of the close of April of this year is indicatcd‘
iﬁ the following tabulation: |
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First Mortgoge bonds

Debentures S

Preferred stock

Convertible preferred stock
Commion stock $12,162,050
Premium on stock 1,230,431
Corporate surplus 2.201,704

Total common stock equity _ 15,594,185
Totel  $44.350.460

According to the testimony taken at the hearing, appliémnt
is in necd of additional capitel funds to meet the increasing domends
in its service arcas and has cencluded that preveiling market condi-
tions are conducive to the sale of comuon sharcs under favoradle terms
It proposes, therefore, to undertake the sale of ﬁhc 200,000 uhareu
covercd by this application by mcans of a negotiated arrungement to &
syndicate headed by Blyth & Co., Inc. and it aéks ﬁhat the issue be
exempted Lrom competitive bidding;‘ A witness ¢alled on behalf of
applicant testificd that its shares are not listed on any.exchangc,
thatlthcy are relativcly unknown outside the State, and that in his
opinion the proposed issuc, because of its size, would not B 2
suitable subjeet for competitive blidding in that 1t would not invite
general underwriting interest. The witness further testified that it
is of tmpoftance to applicant for its shares to be marketed 2s much
as possible in 1ts service arcas, that presently 80% of outstending

shares of comon stock is held in Caiifornia, and that he felt such

& loczl distribution could be maintained through a negotiated scle te

underwriters who have placed its carlicr issues and who are familiar
with its operations.

Applicant has been paying cnnuel dividends on its out-
standing sharcs of common stock 2t the rate of 8% per anmum. Such
shares have 2 beok value of approximately $17 and tentatively it is
propesed that the new block of shares will be sold to underwriters
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at not less then $17.50 o share and reoffered to the public 2t a

spread of 85 cents.

Under these arrangements, applicant will receive apprexi-
mately $3,500,000 through the sale of its shares. It prepeses to
use approximately $17,500 of the procecds to‘pay expenses in con-
nection with the issue and sale and to use the remaining proceeds
to reimburse its treasury,in part, for moncys expended for the
censtruction, completion, cxtensicn or improvements of fts facilitics,
which were not obtained from the sale of securitics, and upon thus
replenishing 1ts treasury te use the moneys to pay short-term bank
1o£ns ané to provide for 2 part of its capital costs. In thiz con-
nection, 1t reports its cash requircments for new constructicn for the
year 1955 in the total ameunt of $7,300,108, of which approximztely
$2,000,000 was provided thraough the sale of seceuritics in the 1¢t§cr
part of 1954, and approximately $1,500,000 will be gengratcd

internally, leaving the remainder to he met with common stock

proceeds.

We have revicwed the record in this matter. It appears to
us thet 1f applicant has the opportunity to obtain common stcck funds
at this time under favorable terms, i1t sheuld do sc and thercby
reserve its borrowing capacity for some future time when equity
capital may mot be readily available. On the basis of the information
now before us we are of the opinion £h~ an 4rder is-warranted
cxemvting the preposed issue from compctitive bidding and *uthorizing
the sale under the terms sct fqrth in the application.

ORDER

4 public hearing having been held on the above entitled

matter, and the Commission having censidercd the evidencce and being

of the opinicn that the application should de gronted, as horcin
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provided, that the money, property or laber to be procured or nold
for by the issuc of the shares of stock herein 2utherized ds raasun-
ably required by applicant for tke surposes specified hercin, and
that such purposes are not;.in whele or in bart, reascnably charge-

able te operating expenses or %o inceme; therefore,
IT IS HEREBY ORDEFED as fellows:

1. The issue by Califcrnia Water & Telephonc Company of
200,000 shares of its common steek of the par value of $12-5¢ each
hereby is exempted from the requirements of the Commissicn's competi-
tive bidding rule set forth in Decision No. 38614, dated Januwary 15,

1946, as amended.

2. California Water & Telephone Company, on and after the

effective date hercof and on or before Deccmber 31, 1955, mey issue
amd sell said 200,000 shares of common stock at mot less than §17.50

o share.

3. Californiz Water & Teiephone Company shall use the
prdéecdé to be received through the issuc and sale of said shares of
commcnvs;éck for the purpcsc of paying expenses ingident‘té the issue
theredf}wdf‘reimburéing its <Sreasury, of paying short-term baqk loane

and cfffiﬁhnéing, in part, its construction cxpenditures.

Lo Within 60 days after the Lssuc and sale of said sharcs
of ccmmon stock;fapplicant shall file with the Commissicn threc copies
of its‘prospectus and.a report showing the amount of stock ébld, the

price at which sold, and the nomes of thoase to whem sold.

5. Within six months after the issue and sale of said
shares of stock, applicant shall file with the Commission & statement

showing in some detail the expenses incurrcd by 1t in conncection
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with such issue and sale and the account, or accounts, ts which such
expenses were cheorged, together with & statcment showing the —urposes

for which the progceeds werc used.

6. The cutherity herein gronted will becume eoffcctive
uron the date hercof.

t San Francisco , Calif~rniz, this g cay of -

| Dated 2
/s
/e

T Ppestocmt-

\

Commissioners

Comzlsstoner Poter E. MitchelX " botng

nacessarily abssat, did not pariicipste
In the 41sposition of thls procesding.




