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58035 Decision No. ____ _ 

BEFORE ~E PUBLIC UTILITIES COMMISSION OF THE STATE OF C;~IFORNIA 

In the Matter of the Application of 

C .. U,IFOBNIA '!I7ATER SERVICE COMPPJ."Y, 
2; corporation, 

for an order authorizing it to 
issue additional common shares 
znd to split its common shares 

OPINION ..... ---. ................. 

Application No. 40782 

In the aoove-c~tit1ed proceeding, California Water Service 

Company seeks authorization (1) to issue shares of its common stock 

of the par value of $l2.50 each in exchange for presently ~tstand­

ing shares of comtlon stock of the par value of $25, each in order to 

effect a split up, on a two-for-one basis, of its outstanding common 

stock; (2) to ismle common shares of the par value of $12.50 each as 

m.a.y be required upon the surrender of shares of preferred s't¢ck for 

conversion; and (J) to issue shares of common stock for distribution 

to its common shareholders ~s a stock dividend. 

At the present time, applicant's Amended Articles of 

Incorporation provide for an authorized capital stock of 1,765,421 

shares of the ~ar value of $25 each, consisting of 765,4~1 shares of 

preferred stock and 1,000,000 shares of common stock. As or 

December 31, 1958, the following shares were outstanding: 
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No. of Total 
Sbal"es Pa.r V~'Ue 

Preferred -
Series C - 4.4% 1:39,000 ,$3,475,000 
Senes D - 5.3 11,943 . 298,·575 
Series E - ;.28 11,534 288,350 
Series F - ,.36 12,875 321,875 
Series G - 5.2 5,480 137,000 
Series .a: - ;.2 3,589' 89,7:2', 
Series I - 5.08 60,000 1,:500,000 
Series J - 5.5 60,000 11gOO:.Oo.p 

Total preferred 304,421 7, 10,525 
Common 556,,472 13 7911,800 

Total 860,893 i211.222 s222 

The preferred shares are entitled to cumulative dividends at 

the rates indic~ted and, except for the shares of Series C and 

Series I, are convertible tnto common stock. As provided in the 

~enced articles, the shares, both preferred ~d common, have equal 

voting rights. 

Applicant now is undertaking to amend its Articles of 

Incorporation so as to cnange its authorized common shares from 

1,000,000 of the par value of $25 each to 2,000,000 of the par value 

of ~12.50 each, the effect of which will be to split the outstanding 

common snares on a two-tor-one basis. It 1s not proposed to 1ncre~se 

the total capital or surplus but merely to divide the common stock 

into twice the present number of shares and to reduce the ~ar value 

of the common shares to one half of the present par v""lue. AppJ.i­

cc:nt r S management is of the opinion that the proposed stock split 

'W1l1 b:-oaden the market for its common sha,res ond will result in a 

wider distribution and an increased number or shareholders~ whicn 

applicant believes is desirable and 'Will facilitate future 
]J 

financing. 

'II 
On the 'basis of applicant's balance sheet as of December :31, 1958,. 

the presently outstandtng common shares have a book value of approxi­
mately $:38 each. Infornw.tion before tr .. e CommiSSion showz that the 
sh~es have been quoted recently on the over-the-counter market at 
$55-1/4 bid and $58-3/4 asked. 
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In order to maintain the voting relationship bet~een the 

preferred shares and common shares3 applic~t intends to 2~end its 

articles so as to give to the holders of the preferred she.rc~ of all 

seri0s two votes for each preferred shar~ held and to give to the 

holders of the common shares one vote tor each common sh~re held • .. 
With the change 1n the par vnlue of the common stock, the conversion 

prices will be proportionately changed. 

As to the request of the company to issue additional shares 

of common stock3 it appears that applicant proposes to pay a 5% stock 

dividend Upon its common shs.res7 payable on March 19, 1959, to common 

shareholders of record at the close of bUSiness on M~rch 11, 1959_ 

If the proposed stock split s~ould become effective on or before 

March 19, 1959, the stock dividend will be paid 1n common =~r¢= or 
the par value or $12.50 each and each common sh~reho1der of record at 

the close of business on ~rch 11, 1959, will be entitled to receive 

two common shares of the par v$.lue of $12.50 each for each. 20 common 

shar0S of the par value of $25 each. If the stock split should not 

become effective on or before March 19~ 1959, each shareholder would 

receive one common share of the par value of $25· for each 20 common 

shares of the par value of $25 each. 

The proposal of the company will not result in ~ increase ~~ 

the total net worth of the company but merely 1.."l the trsns!er of 

ap~rox~tely $695,590 from the surplus acco~~t to the capital stock 

account. In making its re~uest thus to capitalize its retained 

earnings, in part, applicant has submitted its bal~ce sheet showing 

its assets, liabilities and net worth as of December ;1, 1958 as 

follows: 
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Assets 

Utility plant, lese reserve 
Other physical property 
Special deposits. 
Current assets -

Cash 
Accounts receivable 
Materials and supplies 
Prep~id expenses 

Total current assets 
Deferred debits 

Total 

Li:3.bilit1es a.nd Net Worth 

Long-ter:a. debt 
CUrrent liabilities 
Contributions and adv~~ces 
Deferred credits 
Pr~ferred stock 
Net worth -

COClon stock 
Premiums on stock 
SUrplus 

Total net 'Worth 

Total 

$ 1,474,;81 
763,833 
586·,988 
757,121 

$13,911,800 
l,914,340 
5 , 1..26~, 452 

$67,.315,931 
l33,141 
200,559 

3,;82,523 
397,924 

£'71,630,078 

$3l, 804, 000 
3,.366,601 
6,641,896 
1,244,463 
7,610,525 

20,962,593 

$71,630,078 

A review of applicant's financial statements shows that it 

ha~ been its practice to finance itself, 1n part, with ret&ined earn­

ings, instead of d:1stributing such earnings as cash dividends, and 

that the amount of such retained earnings, after making .,.llo'W'ance for 

depreCiation, is 'Well in excess of the proposed stock issue. An 

order, thereror~, :properly ccn be made authorizing applicant to issue 

its shz.:res of common stock in the ~ount requested against the ret.?in-

cd ec:.rni.."'J.gs which have oeen invested j.n o.ddi tions, betterments and 

extensions to its facilities. Such shares thereafter mAY be distri­

buted to the holders of the presently outstanding common shares as a 

stock dividend. 
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The authorization herein given is not to be eonstru:ed as 

indicative of ~r:J.ounts to be included in a future rate' bc.se for th~ 

purpose of determining just and r~asonable rates. 

ORDER .-_-,.....---

The Commission ha~~g considered the above-entitled matter 

and being of the opinion that a public hez-ring is not necessary? 

that the money, property or labor to be procured o~ paid. for through 

the issue o~ the stock herein c.uthorized is reasonably required for 

the purposes specified herein? and that such purposes are no't, in 

v~ole or tn part, reasonably chargeable to oper~ting, expense~ or to 

income; therefore, 

IT I S HEREBY ORDERED as follows: 

1. California Water Service Company may change its authorized 

co~on shares from 1,000,000 common shares of the par value of $25 

each to 2,000,000 common sho.res of the pOor value of $12. 50 co.ch and 

rn.ay issue to eS.eb. holder of outstanding common shares cert1!'ic:;.tes 

reprcs~t1ng two common shares of the par value ot ~12.50 'each for 

each common shere of the par value of $25 each. 

2.. Cal if ornia Water Service Company, from time to time -' may 

is~~e cOmQon shares of the par value of $12.50 each to perzons who 

~sh to sur~e.nder, in exChange therefor, shares of applic~t's 

preferred stock.,. such exchange to be on the basis of such conversion 

t~r.ms as are provided under the certificates of deter.mination of 

preferences of said preferred shares. 
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3. California i-Tater Service Company may issue shs.re::: of 1 tz 

common stock to its common snareholders of record at the close of 

business on March ll~ 1959, in accordance with the program referred 

to 1n the preceding opinion? for the p~ose of re1mburs~~g its treas­

ury for retnined earnings cxpend~ for add1t1ons~ ~etter.ments and 

e~ensions to its facilities and, upon such reimbursement, may distri­

bute suCh stock to its common shzreholders as a stock dividend. 

4. c..'llitornia vTater Service Coxnpa..··'lY shall charge the ej.-pcnzes 

of ~fre¢t1ng the split up or its common stock to its surplus account. 

5. California Water Service Company shall file with the 

Commission a report, or reports, of the shares of common stoCk issued 

in. rem1~Ul"sem.ent of its treasury' undor the authorization herein 

granted, as required by General Order No. 24-A. 

6. The authority herein granted 'Will become effective ~ 

C~ifornia ~ater Service Co~pany has filed with the Commission a 

cert1fied copy of the Certificate of Amendment to its Articles of 

Incorporation to reflect the Changes in its capital stock which are 

referrod to in t~s proceeding. 

Dated a.t __ .....;S;;.;;:JJ1;;;....F.r:ln __ ei5CQ._· _____ ~, California, this ~ 

day or ____ ...IE...,IoE .... 8 .... R .... ft .... O ~_v __ , 1959. 

President 

.-' 
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