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BEFORE r.&E PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 0: 
SOUTaERN CALIFORNIA VATER COMPANY 
ror autnorit1 to i$~e shares of 
its stock. 

OPINION' ................ - ... - .... 

A~plicat1on No. 38946 

Southern Cal~ror.nia Water' Company has filed this 

application for authorization to is~e and sell not to exceed 

30~000 shares of co=mon stock ($l50~OOO par value) under the 

ter.ms of a restricted stoCk option plan and to use the proceeds 

for the acquisition or property or the construction, completion, 

extension and improvement 0: its facilities. 

According to the verified applicatior., the co~panyfs 

d~rectors and stockholders have aeopted en Executive Ecployee 

Stock Option Plan as proVided in Section 42l of tho Internal 

Revenue Code. Under the prOvisions of the plan, the company 

will grant to ten executive employees the option to purchase 

shares of common stock up to an aggregate amount not to exceed 

30,000 shares at a price of $l5.50 a sh~re~ or 105% of the 

:narket value at the time of the g:r~t of such option, 'W'hichever 

is greater. 

In each case, the option will run for a term of 

ten years from the gr<lnt of sUch option. The plan contains 

the customary prOviSions With respect to the nontrans!era~i11ty 

of the options, the termination in event of a termination of 
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employment, the adjuz~e.nts upon changes ~~ c~pita1izat1on and 

the'warranty that the person exercising zuch option does not 

then own stock possess1ng 10 per cent or more ot the voting 

power of the corporation. Accord~g to the application, the 

plan is intended to encourage stock o'Wncrsb.1p by certc.1n 

selected executive employees, the company being ot the op~1on 

that opportunity given them to acquire a direct proprietary 

interest in the ~ccess of the operctions Will inure to the 

benefit of the operations. 

Presently, applicant has o~tst~~ding 635,216 shares 

ot cammOn stock so that the proposed issue constitutes approXi­

mately five per cent of the outstanding ~ares. A rev1~~ of 

the information on tile With the C~ss1on shows the !o11owing 

With respect to the companyfs common stock: 

Common 
Stock 

and 
SUI:2~tlS Earnings D1videndz M~rket P~ie~ 

$ 7.6; $0.78 $0.65 
, 

1950 8 to 9-3/8 1951 8.66 .83 .65 7-3/4 to 8-1/2 1952 8.75 .76 .65 $-1/2 to 10-3/8 1953 9.05 .95 .65 9 to 10-3/8 1954- 9.35 .94- .675 lO-1/2 to l3-5/8 1955 9.99 1.10 .75 13 to 15-l/2 1956 10 • .35 1.15 .7875 1.3-5/8 to 14-5/8 

The stock has been reported traded over-the-counter 

recently at l4-1/4 bid> 15-1/8 asked. 
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The offering of co~or. shares to key employees 

under a restricted stock option plan is not uncommon in cor­

poration financing. The present plan appears to follow along 

conventional lines ond if the directors or the utlli tY:J i..'"). the 

exercise of their managerial jud~ent, have concluded to adopt 

an option plan and if the present shareholders r~ve approved 

the same, tnere appears to be no reason for the COm=ission to 

Withhold its approval. Inforoation filed Witn the Com:iss1on 

indicates the company" will have need ror equity funds from t~e 

to ti!n.e" 

In entering an ordc~ gr~~ting this application, 

however~ we place applicant on notice that we ~l not regard 

the d1 vidends it pays on its common stock in 

rate of re~r.n which it should oe allo~ed to earn nor the price 

at which it sells its sb.z.res as n:.easuring the value of su¢h 

shares or of its properties" TAe authorization herein granted 

is only for the issue of stock and is not to be construed as 

indicative of mnounts to be inclueed in a i'utllre rate base 

for the det~r.m1nat1on of just and reason~ble rates. 

ORDER - .... ~,.,....-

The Co~ss1on haVing eonsidered the above-entitled 

matter nnd being of the opinion th.::.t a ,ublic hearing is not 

necessary, th~t the money, property or labor to be procured 

or paid for by the issue of the stock here~ authorized is 

reasonably required for the purposes specified herein, Which 

purp05ez are not, in ~ole or in p~rt~ reasonably chargeable 
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to operattng expenses or to income, and t~t the application 

~hould be granted; therefore, 

IT IS HEREBY ORDERED as !o11o'Ws: 

l. Southern California 'Water COtlpany may issue ane 

sell not to exceed 30,000 shares of its common stock under 

<lIld pursuant to the terms or its Executi ve Employ~c Stock 

Option Plan, a copy of 'Which is on file in this proceeding 

as Exhibit 1. 

2. Southern California Water Comp~y shall use the 

proceeds from the sale of such shares ror th~ acquisition or 
property or the construction, l:::ompletion" extension and improve­

ment of' its facilities or for 'che payment of indebtedness. 

;. Southern California Vater Company ~ball r~lc 

reports with the Commission as required by General Order 

No. ~A, which order, insor~ as applicable, is made a 

po.rt of' this order. 

4. This order will become effective 20 ~ys after 

the ~tc herco!'. 

Do. ted at __ Sa.1~;o._Fm:c. ___ Q6C_. _:() ___ 1 Co.1ifomi~, this 

day of: __ J;;..;U;..;.N~E~_..,r-__ ~ 

~ Commissioners 
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