Deeision Noe o

BEFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFORNIL

In the Metter of %he Avplication of
CALIPORNIA WATER & TELEPZONE COMPANY

for:

(1) Order authorizing purchase of stocks
of public utility corporations;(2) Oxder
authorizing ccquisition of certain public
utilities properties: (3) Order asuthorize
ing mortgage 07 pudblic utility and other
properties: (4) Order authorizing issue
end sale of bords and stock; and the

SAN GABRIZL VALLEY WATER COMPANY, TEZ
MONTZREY COUNTY WATER WORKS, SAN FEINAN-
DO TELIPHONE & TELEGRLPE COMPLNY,SOUTE-
WESTERN EOME TELEPEONE COMPANY, SIZRRA
MLDRE TELEPEONE & TELEGRAPE CQPANY,

Application No. 20127

T MONROVIL TELEPHONE & TILEGRAPE COMPANY,

fors: (L) Oréer autborizizng the sale ol
certaim pudblic utility propertlies; amd
(2) owder authorizirg seid companies t0

)
)
)
%
%
Application of CORONADO WATZR COMPANY, ;
)
)
)
)
)
)
%
discontinme pudblic utility operations. )

Chas. &e Y. Zlkuz and Eerbert E.Selinger,
fox epplicants;

R. L. Davies, for City of Chula Tista;

Jokn W. Eolmes, for City of Pasadenz;

J.heIsaacson, Tor City of National City;

Bertranéd L. Comparet, for Natiomal City
annexetion Leaguee.

BY TEE COMMISSION:

OPINION

The Commission iz asked to enter itz oxder:
1. Authorizing applicent, Celifornia Water & Telephorne Company,
formerly The Sweetwater Weter Corporation, to accuire the outstanding

stocks of the fellowing companiesi=
Class of No. of

Neme of Comparn: Stock Shares
Coronado WaTEeX COMPUNY.essasces sosece common, 4300

San Gabriel Valley Water CompenYeeeses Coxmon 2500
The Monterey County Water WorkS.ccees. Commoxn 20000
Sen Fernando Telephone & Telegraph

COMNARY e cscscscnsscnncssascse Cormmon 500
Southwestern Home Telephone COomPuny... Comuon 842342
Sierxa Nadre Telepbone & Telegrapl

Comp&ny-........-..-----.... Comon 174
Wonrovie Telephone & Telegraph Company Common 1000
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e Autkorizing eprlicants, Coronade Weter Company, Sen
Gebriel Valley Tater Compeny, The Monterey County Water Works, San
Fernando Telephone & Telegraph Company, Southwestern dome Telepbone
Compeny, lionrovia Telephone & Telegraph Company and Sierra Nadre
Teiephone\k Telezraph Company to transfer %o applicarnt, Celifornis
Water & Telephone Company, end applicent, Californis Water & Telcphone
Company, to scguire the :.. dusinesses, properties, rights end Lfran-
chises of the szid applicants Coronzdo Weter Company, San Gabriel Val-
ley Weter Compery, The Monterey County Water Vorks, San Fernando Tel-
ephone & Telegraph Company, Southwesternz Home Telephone Compeny, Sierr
Madre Teleplhone & Telegraph Company and Monrovia Telephone & Telegraph
Company.

e Antho:iziﬁg applicant, Califoraie Water & Telephone Company

executc snd deliver & trust indéntuie substaentially in tke senme form
> taat filed in this proceeding es Exhivit F.
4e  Authorizing applicant, Celifornia Water & Telephone Company
issue ard sell for not less than 95% of their face valwe eund acerued
interest $5,500,000. of &% 30-yeex first mortgage bomds and to issue,
sell and deliver at no% less than 90% of 1ts par valwe, $1,800,000. of
6% preferred sitock and $1,049,500s of common stock, all for the pure
DPoses hnerelnalfter stated; and also suthorize said applicant,Califorzia
Tater & Telephoﬂe Company % issue 30,020 shares ($750,500. par value)
of common s%ock Baving a par value of $25. per share im exchange Zor |

7505 shares ($750,500, par value) of common stock having e par value
of $£100. per share. |

S, Awthorizing applicanis, Coroncdo Veter Compeny, Son Gabriel
Valley Water Company, The Monlerey County Water Works, Scm Fernando
Telepkore & Telegraph Company, Southwesterz Home Telephone Company,

Sierra Medre Telephone & Telegraph Company and Uonrovia Telephone &




Telegraph Company %o discontinue permanently all public service oper
ations on their part upon the transfer of thelr properties to applicent
Célirornia weter & Telephoze Company, and said applicant California
water & Telephome Coxpeny to assume all their pudlic utility obligetions.

Applicant also proposes to acquire the stock arnd properties of
Central California Water Supply Company, Jemecha Holding Compary, Litd.
and Southern Californie Water Supply Company,nane of which corporations -
arc said to be public utilitiec.

Iv iz of recoxrd that through the amendrent of its articles of
incorporation the naxe of The Sweetwater Water Coxporation was changed
to Celifornia Water & Telephone Compary. This compary iz To acguire
all of <Tlhe propervties now controlled dy Westera Utilitliesz Corporztion
end the lands and water rights o Jemache Holding Company, Ltd.
comperny iz engaged in the dusiness o a public utility in the Citles of
Chula Vizta and National City and unincorporated territory generally
following the velley of the Sweetwater River in San Diego County. For
1934 4t reports operating revenues of $§253,628.40. At the closze or‘
1934 1t had 4,286 ective service connections.

Coronado Water Company is engaged in the dDusiness of o pudlic
utility in the City of Coronedo. The compeny also sexveg Inperisl

Seach, the United States Axmy and Navy aviatioz dases on North Island,

Pelm City, Nestor and intervening territorye. Itz operating revenues
for 1934 arec reported at £$163,226.54. At the clocse of 1934 1t hed
2,284 active service connections.

San Gebriel Valley Water Compeny is engaged in the business of
a public wtility in the Qak Xnoll Section of Pasalens, in a part of Saz
Marineo, in a part of San Gebriel, in Rosemead and intervening territory
in Loz Angeles Countye. Tor 1934 1t reports operating revemues o2

3163,803.36._ At The exd of 1934 it had 3,391 active sexrvice connections.




The Monterey County watexr Works 45 a public utility exgeged
in the dusiness of sélling water in the Citles of Mbn;crey end Pacific
Grove and the Town of Carmel end portions of Monterey County._ rox
1934 it repornts operating revemmes of $245,709.51. LY the close of
1934 4t had 65,8L3 active service coznectiors.

Southwestern Eome Telephone Company 1o o public utility engaged
in furnishing telephozne service in tThe Cltics of Redlands, Banning,
Beaumont, Elsinor, Hemet, Murrietta, Palm Springs, Perris, San Jacinto,
 Temeculas, Lome Linda, Moreno, Yuceipa end other portions of Sen Bermar~
dino anéd Riverside Counties. Tor 1934 the compeny reports operat-
ing revenues of $222,317.98. On December 31, 1934 the company sexved
| 5,602 stations, of which 5,426 were company owned.

Sierre ladre Telephone & Telegraph Company ic engaged in the
business of furnizhing telephone service in the City of Sierre NMedre
and adjacent texrritory iz Los Angeles County. Its operating revenues
Tor 1934 ere reported at $26,545.76. On December 31, 1934 it oﬁnsd
770 stations anl served 784 stations. |

Monrovia Teleprone & Telegraph Company is @ public utility
furnishing telephone service iz the City o2 Monrovim end adjacent ter-
zitory ix los Angeles County. For 1934 it reported operating reve-
nues of $70,642.93. At the close of 1934 it furaished telephone ser-
vice through 2,430 stations, of which 2,426?16:::; owned.

Sen Fernando Telephone & Telegreph Company ic & public utility
exgaged in the dusiness of furnishing teleplone service in the City of
Sen Fernando snd adjacent territory iz Loc Angeles Courty. TFor 1934
the company reports opersting revernues of $55,197.66. On December 31,

1934 the company served 1,584 stations, of which 1,578 were omnel.

| The number of active service coanections and the number of

-

telephone stations varies from time %o %ime and of course os of =zome
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date other thon the end of 1934, would differ from the Tigures herein
showle
The Central Californie Water Supply Coapany, it iz alleged, is =ot

e public wtility. It 15 a corporation orgenized in 1930 for the pur~
pose of acquiring a weter systen from Del Mounte Properties Company. I%
supplies water for domgstic end irrigation purposes exclusively ¥o. the
Del Moante Properties Companye. it 1= of ieco *d t2at Lts properties con-
sist of a 3% interest in the wa rights; water shed, reservoir and

iparian lands, and vhe San Clemente and Carmel dams; & 35% interest in

a3 24~inch transmission main dbetween San Clemente end Cermel Dams, and a

35% interest in an 1le=inch trensmission main from Carmel Dam %to the
easterly line of Los Laureles Rancho. Trom this point through Carmel
Valley, City of Carmel, Del Monte Fores?t, Citiez of Pacific Grove and
Morterey to the Del Monte Hotel, it heos 2 wholly omaed transmizsion mein
conyi,ting ot le-inch, l6=4inch, l5-inch and 12~inch, szteel and cast iron

pipe. It elso owns 2 100% izterest iz en earthen reservoir having a

apacity of adout 20,000,000 gallons, located in Pecific Grove, which

ic uzel foxr loczl storage. The transmission mains of the company are
inter=connected ct various points with the pipe lines of The Monterey
County Water Works. The gross revenues of the Cemiral Celifornis Tater
Stpply Company are reported at $26,265.23 for 19343 at $24,639.68 for
1923; and at $26,728.27 for 1932. The compeny, as izdicated ebove,
as but oze cusitomex, to wit: Del Monte Properties Company.

Tae Jamache Holding Compezy, Lide 4c & coTrporation organized inm
1931 under the laws of Delawere. I% is said to own 4,790 acres of
reservoir and riparxian lands zdove the precent dam and reservoir of
Californis Weter & Telepkone Company, rormerly The Sweetwater Tater Cor-
pofation. The properties it owne were scquired Zrom 1927 tojlgso by
1ts predecessors in interest with the thought of counsiructing u dexm

across the Sweetwater River some 18 miles ebove %the present dam of

Sm




Californis Water & Telephpne Comparye The lands and riperiez rights
were acguired axnd mainteined at a reported cost of £57%,800.97 segregateld
as follows:=-

Payment on b“incinal.....................VZ'Z 217,24
Belsnce due on contracts and note€See..... 120,432,30
Cepltel expendituresS..ccceecncccesacesss 21,779.59
Acq‘uiSition coste ssetovsnsonssasssncnses 54’054097
Les&l reeso--.-.---.--o- $l°’581089
mgineering cSsesesnasney 8,191064
Commissions ceecrceccnce 28,000.00
Feeu s sbossssesasndenrw 3,573‘61
Swveys LI LN A B R BN W N RN ] 3,707.83
Interest .I..lll..I.'.'.......O...l..... 40’640.01
Taxes -........l....l...-...l.........-. 6’721.94
L&bor .00.....O....OC0.0.--............. 46,379.64
Supplies md reed SN SPPeSasRrseasTrIBNSRPSe 6,421‘07
WEsCellanCousS sveevcscracscosccssncnsone 4,495.00
Power and gauol*ne .....-.......'.-..... 9,198‘99

“uter r @U: ...-......-......-......... 5’l°7.75

?evenue-credit item LA R N N NI N R R R R 13_,647053

Total..-.....c. &57&,800.97

It ic obvlous that the $573,800.97 includes expenditures for
lebor, supplies end other items +that will be of little, 1L any, benerit
1o a2 water system. The investment is not producing any net income.

We think the entire sum should ve Placed iz a suspense zecousnt mwatil
suck time ec the company goes forward with the develorment. 4%t that
time the Cormission, if nececzary, will determirze how much of %he
$573,800.97 may be transferred to fixed capital accounts. Tue Westers
Utilities Corporation has am optioz %o acquire the svock and £10,000.
of indebtedness of Jamache Eolding Compaxny, Litde for $310,000; of 5%4
Tirst lien 20~year collateral trus+t gold bonds of Vestern Utilities
Corporation, and upon condition that Western Ttilities Corporztion AQur-
i2g the coatinuance of the option P2y ezch and every, all and singuler,
the net carrying chsrges, including interest and cozt ol operating tae

lend compeny, includling assessments, Texes, interesic and peyments upon

Principal of mortgage ené puschzse o contract, The outstandingfmo:t—

geges and contracts on Fedbruary 13, 1934 aggregated $120,788.81.
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The Southerxz Celifornic Weter Supply Company reports au expen-
diture of $151,609.73 Tor engireering studies and Iinvestigations iz con-

nection with the development of the upper Sweetwator River. The expendi -

tures are segregated as follows:e

ITEMS

LAV OUNT

Test pits for exeminetion 0F FoundationS.ceeveceses $ 3,613.66

Diamnd drilling TN NN REN W NWNENEEEXYRNNERENYERENSNRNENNENRSR}NNJ
cmp outﬁt equipment P N N A N K A A A N A A NN Y Y BN N N N
Selzries and wages of engineers on survey of dem
ite and resSerVOLl, €%Ce cusccccscccncssnsenea
Supplies and expenses of engineers on survey of cam
Site and- res&:‘voir, e?’c. *eoee Al SOOI IS
Legal expenses PR I W A B IO N B S R R R A N N W N W N A N R N A
Services of engineers im connectliox with design of
¢exm, preperation of rePorts, €%C. ccesvcaccoee
Zxpenses of exngineexrs in conmection with design
Qf d.am’. etc. IR E N ERENNNSEFEERENRNNENWR R RN NN N ERE]
Aeri&l mﬂPS - 'FXNEEERREY RN ENYE X R L ENN NN XN NN NN N NN NN
Inte:est LI BN SR N B W N B B R RN A O Y NN A N Y N N K N A B B X N NN
Geologict T7ep0Tt (CoToTOLIBN) sesssncascaasscscones
Tord, 3acon & Davis TEePOTT ceeccacscvcccncccscsavee
Filing foe for 4ex POrRiY secvcenrccacnsncsasoscrne
Constructing a reservoir oxn liurphy Rench and 4rill-
ing and testingz wells in Jomecha ValleY...cceeaas
Zngineering and legal service in cormection with
Water Rights Application before Division of
TaTeY RCSOULCHOBE cvvescoccssonanasasccanssanccses
Miccellaneous expenditures on Irostless Acres, Xosmen
ant Zarwool RABCHES v.eevavssssccsscscanconcnence
Viscelmneous LA N R N R N R N NI NN W NN N NI A W WA NN Y W N
Taxes LA A I O BN B R A R O B R N AN N N N A R NN B N N N R N W A N N
Utility Engineering and Construction Company,Lltle.
Craxge for Overhead ond Cerrying Charges(Profit
':O U.E. & c'c.) LA N N N NN N NN N NN RN RNNREY R ZFENNEENIRERFNRE NI

12,890.65
2,999456

10,738437

6,903.42
774.87

21,647.14

2,746.07
1,194. 67

3173
%,200.89
2,340.07
3,170429

27,751.835

19,835.98
766.04

13547
75.36

29,795066

Totel expenditures.... $151,609.73

In a supplemental report containing the detail of

the

$151,609.73 o> of a part thereol, the $29,795.66 it desigrated as

rofit of the Ttility Exgineering and Construction Company.

None of

$151,609473 represents investment in properties now used to supply

water 1o consumers on the Sweetwater System. The entire amoun®t skould

eccount
be cherged To a suspense /and if the compeany concludes 2ot to proceel

with tkhe upper Sweetwater development, it should be charged to surpluse

7-

e




4s indicated adove, the properties referred to hereizn, other
then those of California Water & Telephone Company, will de transferrod
+o Californis Water & Telephone ComdanyYe. The estimated original cost
of the several propertiez and such cost less accerued depreciation, is

reported as follows:i=

Lstimated
iginal
Cost less
Accrued De-~
nrecie Tion

O Ea

stimated
risﬁnal
Cost
Name of compary

A. Fater companies az of 12(3111934-
The sweewwateT vater CorporaTtioz
Coronedo Water Coupany
The Monterey County wWater Torks 2,103,493.
San Gabriel Valley Water Compaxny 1,267,634
Central Californie TWater Supply Co: 646,645,
Southern Califorrzia wWater Supply Co 151,510
Jemeche EHoléding Compeny, Ltde :

573,644«
ﬁéﬁ¢77 Sub-totel Water COmpanies..... : T B,320,459.

% ¥ B0 A% A%
*#% A A% A0 #2

s &8
(1]

$ 2,529,023.
988, 380.

“ 2 200 435
866,770-
1,850,002,
1,091,685
492,585.
151,610,
575,644

S 756,750,

" e R
[ RN L ]

B. Telephone Companies as of 5/31/19
Souvawesterd Home Telepaone CO. $  926,326.
Monrovie Tcelepkone & Teleg:anh Co.: 279,911.
Sen Ferzaendo Telepione & Telegranh
COMPANDY esccoscccnnos = 204,854,
Sierra Madre Telephone & Telegrsp:
Comany ---.---ca..n- : 85’3176
Sub=-total Telephone COmpan.e,....: Y L494,408.
B:&nd Tot&l.h.l-..‘.....- $ ’ ’ [ ]
Net additions to telephone properties, :
ane 1,1935 'tO MY 31,1935....-0..-: 4’185.
Net additions to water properties,
J&nu.&ry l, 1935 'tO Ju—ly 313193500000: 22’9590
Tstizeted additioral organization ex- |
penses cosscssane 40,000,
Cash for proposed improvenentS.e.cees o 330,000,
Net wOTKIRg 8535€%38 svecevosvoconencsans o 94,0004

814 y946.
252,436,

183,45%
73,479
]n,?323‘;;3259£5‘

5 5,550,020
~“hy 185.
22,959,

[TON LR )

=8

L33

40,000,
330,000,
94,000,

& B8R 48

Total....-................. : sJ-OJSOS’QBlO

o

89,002,173,

The propexties of Celifornie Water & Telephone Company were
- recorded on the books of that coxpeny on December 31, 1934 et
8%,006,55L.97 while the accrued depreciation was reported at £506,900.64.
In Decision No. 26593 dated December L1, 1933 the Commizsion in fizins

rates for The Sweetwater Water Corporation used a rate base of $2,205,000.

which incluéed £$35,000. for cash working capitel and meterials and supw

pliess




In the rate proceeding, J. E. Cooper, valuction engineor

for the Commicsion, ectimsted the historical cost of The physical

vroperties, exclusive of land, of Tre Sweevwater Weter Corporation,

20w Cslifornia Water & Telephone Compeny, at $51,924,860.85. Ve
believe that the properties %o be acquired by Californie Tater &
Telephone Company and its properties should be recoxded on ite
books on the basis of historical cost. Te are rot kere con-
cerned with the value of the properties for rate Tixing purposes.
Te are interested in having the records of the company set up on
a wniform basis. In the future, property chould de retired at
the unit costs, at waich the propexrty is recorded oz the books
of the compenye.

Iz exhibit three uppeess the rollowinglincome statenent
Tor 1934 of the companies to be consolidavted Iin Californla Wavter
& Telephone Compeny other then Jamacka Holdirng Company, Ltd. anéd
an income statement for the came period giving effect %o economies,
operating costs of Jamacha Holding Company, L., annual depre-
clation, as @etermined by ilzdevendent engincers, and securities

outstanding after consolidation:e




Itens Adjusted

1934 - 1934

RoVINURSS
Telephone..I..‘...-’........

Water PR NN NN NN N A A N

Tot&l.............-

i

379,804433 ¢$ - S 379,804.33

8822269 04 : ~ s 882,269.04
:"‘} ,ub‘, e = ek .-Oé,U Je

Operating EXpensSeS.ceccecccacans : 553,607 22

Net Incowe before Inverest,De-

579,107.12 2 45,500.00%
preclation & TFederel texes 682,966.25 % 45,500.00 % 728,466.25
DEPTecLlation cecessvscrcaccace 221,770.86 = 75,596.86*‘ 148,174.00
Net Incoxe before Iaterest and

FedoTal TARCE oseoncsesees 461,195.39 -“119 096.86 & 580,292.25

DEDUCT:

IaTerest requirementSececcces 215,732.28 .* 60,192,01 % 275, 924.29
2% Noml -Laz sOsPassLBOSLNS *’059018 - l Osg.la
smortization Dedt Discount _
end ExneNs® .c..eecccessee 1,867.08 T 9,299.59 11,166.67
Tructees FeeS.cecaccascnces 2.28 = l 607472 2,500.00
| Totaleeesoaocnas 5 219, be.dz T 70,0404 14 <F 555550296

&y 4% ¥R 00 .

4

Net Income before Federal Taxes:$ 241,644.57 :§ 49,056.72 :§ 290,701.29

Provision for Federel Taxes 27,54Lels 5 1,303.62%:%  26,237.52

Xet Income Availadle Lor Divie
dends on Preferred Stock 214,103.43 :5 50,360.34 & 264,463,77

-y
Dividends o2 1,800,000
Preferred Stock at 6%.cevcess:d :%1.08,000.00 & 108,000.00

Net Income o Surplus

cecereenesil 214,102.43 5 57,630.66%:5 156,463.77

*2ed figures.
NOTE: Zarnirzge include revenues & ving to $29,58%.39
whlch are contingent on deciuion of the Federal Court.

Colifornia Tater & Telephone Company zow has outstending

$750,500. par velue of commonr capital stock. To acouire the stocks

end the properties of the compaaies herein mentioned, it asks
To Llssue $5,500,000. of 5% 30-year bornés, $1,800,000. of 6% preferzed

stock and ;l 049,3500. of cormon ctock, which common stock 2dded to the

$750,500. makes a totel common v*oca issue of $£1,800,000. The total

stock and boné issue aggregates $9,100,000. The company asks permission

to sell the bornds Zor not less than 95% of their face value and accrued

interest and the stocks for mot less then 90% of thelr par value. The

compeny's articles of ilmcorporation provide thot +the holders of the




preferred stock cskall have a0 right to vote uwnless the company falls to
pay or sgt_aside elght conzecutive quarterly iznstallments of dividend
on the ﬁre:erred stotke We are here corifronted with the cituation where
$1,800,000. investment hes 2o lien on the property and if no dividends
are paid on the stock, the stock owners must stard L4ly by for tﬁp years
before such owzers have any voice in the manegement of the properfies.
we do not favor such an arrangement. We believe that 1f the holders of
the preferred stock fail to receive any dividend they should be given 2
voice irn the manegement of the properties; and that their »ight to wote
should continve un+til all the zsccumulcted éividends have been péid.

On the besic of <the record ia this proceedinz we do not believe
that the companyts »ond issue chould exceed §$5,000,000., nor skhould
its preferred stéck icsue exceed %1,600,000. No bonds or preferred
stock should bhe issued against the investment in the Jameche lands ox
againsf the expenditures of Southern California Tater Supply Componye.
The Commicsion will upon the £ilimg of a supplemental petition permit
the company vo icsue common stock against suck expenditures. The
company's dbonds we feel should de 5018 or a 5% basis or detier.

Jotz M. Zolmes, eppecring fox the CLivy of Pasadena, stated that

the city and the San Gedbriesl Talley Water Company draw water from the

same basis znd thet he apveared to guard ageinst the possibility of
something goirg into tae record that would embarass the ¢ity in any
future relations with the San Gabriel Valley Weter Coxpany. Tpon the
offer of the following stipulation he withdrew Zrom the hearing:=

* CHAS. de Y.ZLXKUS: e stinwlation 4is %o be this: That

nothing fouwnd or devermined by the Railroad Cormiszsion ixn or
a5 a partv of these proceedings, or by any court in any proceeding
growing out of this proceeding, nor the amount or character of
any securivies permitted to be issved ir this proceelding, nor
the fixing, 1f any value ic fixed, of eny property values of
property rights in thic proceeding, or by any court irx any prow
ceeding growing out of thils »roceeding, shall Ye used by eithex
ol the parties agaiast the other in any litigation that might
oceur im coxucction with any water rights.

MR. EOLAES: r condemnztion,

R. ZLXUS: Qr condemmetion proceedings. In otiaer words,
the gist of the stipulation is that the findings, the decision

lle




of %“als Commiszsion as determined dy 1it, or any possidle

legal proceedings trat mey grow out of it, shall not

be used ugeinst eitker of the parties in any future

litigation, either in comdimation, or by wey of water

rights, nor shall tiae amount of the sccurities as per-

nitted, be so used.” (Transerip+,puges 35 and 36)

Objeetions to the g&antins oZ the application were Tiled
by the City of Chula Vista, dy the City of National City and by <the
National City‘Annexation Leaguee.

The citiec, among other things, fcar that through the con~-
solida%ion the investment iz the Jameche lands and the investment of
the Southera. ... California Water Supply Compaxmy may be Iincluded in
e rate base, that the interest paid on such invesiment may de included
in operating expenses, that through the merging ol the proverties 1iv

w1ill become more difficult to apzlyze the revenves and expenses of

the Sweetwater System, +that funds obtained tﬁrough mortsaging the pro-

~ pertles of Californla Water & Telephone Company are belxng used to pey
the dedts due E.l.Byllesby Compeny, that there is no warrant for in-
¢reasing the organization costs by $40,000. and that water developel
through the Tpper Sweetwater nroject xay be sold to comsumers living
outside the present area served by Celifornia Water & Telephone Cox-
paﬁy.

Tne moneys expended to acquire the Jumache lands end the
noneys exnended dy Southerz Calirornia water Supply Company aédmittedld-
ly represent investment in nonoperative properties. Taey will not,
co long &s trey are iz their present status, be included in any rate
bese. Iloreover, dbeceuse of the Lfuct that they cre non-income pro-
ducing, we 4o not think thet they sbould be used as a dbasis for the
issue of bondes or preferred stocks I the propertics ere acmired
by Celiforniz Water & Telephone Company and it later comcludes o
proceed witkh the conctruction of the Upper Sweetwater Dam, we have 20
objection to the company iezsuing $1,000,000. of bonds dgainst-ﬁl,ooo,ooo
expenditure on tke project. The trust iadenture can be modified to

take cere of such a contingency.




We think the company should, and the record indicates that
it will, segxregate ltc expenditures for additions axnd betterments,
itz operating reverues and Lts opercting expemses applicadble %o its
water business, o3 between the yresent Sweetwater, Coronado, San Ceb-
riel and Monterey , including Central Califorzia, water systems. The
expenditures for additions and betiermezts to the telephone properties
and the operating revezues and operating expenses gpplicadble to the
telephone business should be kept by exchanges.

While 1t ic true that some of the proceeds Irom the sele of
“he borés and +the preferred stock will be used to pay debts whick
Testern Ttillities Coxporation owes S.M.Byllésby & Cos and Centrel
Illinois Securities Cormorction, the securities will be in eflect
iszued or the proceeds used in payment for svock or properties. The
fact that Western TUtilities Corporation mey use the proceeds %o pey
its debts is nmot material. The issue belfore the Commicsion is tlhe
anount of securities whickh California Water & Telephone Compeny should
be permitted o issue.

Te o not think thet it ic necessary et this time to comsider
the objection that goes to the diversion of wavter Iron the Upper Sweet-
waterlproject t0 %erritory not now cerveld by Califorznia Water & Tele-
phone Company. There is no proposel %o bulld the project ot tols

time, nor does the record show when 1t will de duilt. Te are not

herein granting the company a cextificate of public convenience and

necessity o0 proceed with the construction of the Upper Swmeetwater
developnent.

The company estimates that it will have %o expend adout
$100,000. to effect the conmsolidation of the propervties. It DProposes
to charge 540,000, to organization expences and charge $60,000. to

bond discount and expense arxd zmortize the scame through charges o

Lo




izcome accournte It zeems o us that substantially all ofthe
expense 1s dYeing incurreld bvecause of the bond issue ard therefore
the entire expence should be coarged to bond discount end expense.

Applicant, Celifornia Weter & Telephone Company, urges that
thic appiicction should be granted because of the economies that
¢en be effected and the improvements that will be made to 1tz pro-
verties. The plan of the company provides 3330,000. for improve-
ments ané working capital. The Improvezents comprize the construc-
tion of & telephone exchange at Palm Spriengs 2% a cost of about
$35,500., the construction of the Judsox reservoir near tie City of
Caule Vista a%t a cost of $81,500., the development of the South Basixn
project in the Tie Juana River Valley, suck development coznsisting of
& production plant of three wells, motor=driven deep well turdbines,
mizing basir, clarifier, Lfilvering couipment end outgoing punps and
11,000 feet of 24-inck by 3/16 inch welded steel pipe, the cost of
such South Besin project is estimateld at $93,000., and the instelle-
tion of the Coromado No. 2 Booster ot an estimeted cost of $4,718.
0f the $330,000s the sum of ebout $115,432. will be left for further
additions and extensions end workirg capitel.

It is estimated that tirough the consolidation of the proper-
ties and the installation of the improvements mexntioned, operating
expenses can be reduced dy the sum of $45,500. annually.

Tre trust indenture Iiled in thls proceeding as Exhibit r,

if modified to conform with this decigion, iz in satisfactory Zorm.

02ZDER

Toe Cormission having been requested to entexr its order as
indicated in the foregoing opiniom, & public lheering having been
reld before Exeminer Fenkiouser and the Commission having considered
applicent’s requests and bYelag of the opiznion that Celifornia Wa<ter
& Telephoze Company should be permitted to izsue §5,000,000. of
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bonés, £1,600,000. of 6% preferzed stock amd 52,308,200. of cormon
stock against the properties described im IZxhidits 1, 2 ané 3 filed
in this proceciing, that tie money, property or ladbor %o be procureld
or paid for by such issue il reasomably required for the purposes
specified in this order, and that such purposes are not in whole o
in part recsonably chergeable %o operating expenses or o inceme,
ané that this applicction shovld be granted sublect to the provi-
sions oX this oxder,
NOW, THEREFORZE, IT IS ZERZZY ORDIRZID as follows:=
le Celifornia Water & Telephbne éompany'may, after the
effective date hereof, end prior to January 1, 1936, acquire the
outstanding stocks of the following companies:e
Clecss Noe 02 Pax
Name of Compeny of 3Svo¢k Shares- Talue
Coronado Watel CORPANYeevsossnsesasseces . COLIOR 4800  $L00.
San Gabriel Talley Water ConpanTeeees Coxmoxn 2500 100.
The Moztercy County Wator WorKSe.seas Cormon. 20000° He
San Fernando Televrhone & Telegraph
Comp\onny L0 B B A B B N B B B Y B B NN comon soo
Southwestern Eome Telephone Company.. Common 342345
Sierre Medre Telepkone & Telegraph

company LR I I N R N N N NN N NN N ) comon 174
Monrovie Telephone & Telegrapa Company  Cormozn 1000

2e Coronado Tater Compery, Saun Gebriel Valley Water Company,
The Monterey County Water Works, 3en Fermando Tclcphone & Telegraph
Cozpany, Southwestern Home Telephone Company, Sicrra Madre Telephone
& Telegraph Company and Monrovis Telephone & Telegraph Company xay,
after the effective date hereof amd priox %o Jemuary 1, 1936, se¢ll anid
convey %o California Water & Telephore Company all of their businésses,
propertics, rights and franchices, and said Celifornia Water & Telew
phoze Company is heredby authorized to acguire saild businesses, proper-
ties, rights and franchises, provided it will asswme 2ll ligbilities

and obligations of seid vendor compenies except such dedbts, the pay-




ment of which is provided for through the issue of the bornds hereln
authorized.

3. Coronado Water Compgny, San Gabdbriel Valley Water cdmpa.ny,
Tke_ Monterey County Water Works, Sexm Fernando Telephone & Telegraph Com-
pany, Southwestern Some Telephone Compeny, Sierra Madre Telephone &
Telqgraph Company and Monrovia Telephone & Telegraph Com?any may, upon
the 'sale .and conveyance of their businesses, properties, rights and
sronchises to California Water & Telephone Company discontinue per=
menently all public service operations ox treir part, and Celifornia
Tater & Telephone Company shall assume ell their public service obli-
gations.

4. TFor the purpose o acqguiring the stock and businesses, Pro-
perties, rights and franchises of Coronado Water Company, Sen Gabriel
Valley Water Compeny, The Monverey County Water Works, SenFernendo
Te;.ephone & Telegraph Compeny, Southwestern Home Telephone éompam,
Sierra Madrd Telephone & Telegraph Company end Monrovia 'I‘eléphone
& Telegreph Compexny, Ceniral California Tater Supply Company, Jamache
Bolding Company, Ltd. and Southern California Water Supply Ccvmﬁa.ny,
for paying indebtedness which is a lien on the properties of said
companies, Or on the properties of Calitornie Water & Telephone Company,
or any of them, and to provide $330,000.00 to install the improve~
ments, etc. mentiomed in Exhﬁ.bif.. No. 3, Californie Vater & Telephone
Compeny mey, after the effoctive cate nereof and prior to Jamuary 1,
1936, icsue ané sell or not more +phen & 5% basis, $5,000,060.00 of
#5205t mortgage 30-year bonds, Lssue end sell at not less than $23.50
per shave, 64,000 shares ($1,600,000. par value) of 6% preferred stock,

the holders of whidh sb.ali'b.ave a rigat o vo‘be"i:‘ and waen the conmpany

sells to pay any querterly dividend on such stock and issue at not.

less than par, 62,308 shares (par value £1,557,700.) of common stock,
provided 20,328 shares of sai& comnon stock ey not.’be delivered
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until the Commizsion by & supplemental order has authorizeld the
delivery of the same.

S. Californie Vater & Telephone Company may, alter the
effective date hereof and prior to Jamuerry 1, 1936, issue 30,020
sheres of common stock having a par value of $25. per chare, in ex-
change for 7505 chares of common stock, having a per velue of $.00.
per zhare end now outstanding.

6. California Tater & Telephone Company shall keep such
record of the lssue, sale and delivery of the ctocks and bounds herein
euthorized to de issued and of the dizposition of the proceeds as will
engble 1t to file on or before the 25th day o czch month, a ver;ried
revort, as required by the Rallroed Commission's General Qrder No. 24,
which oxder incofar as applicadle, is made a part of this oxder.

| 7e The authority herein granted will decone e:rective when
Calirornié Water & Telephone Coxpany hos paid the fee prescrided dy
Section 57 of the Public Utilitles ict, whick fee is Two Thousend
T™vo Eundred and Seventeexn($2,217.00) Dollers, azd whem vhe Railroal
Comnission bes authorized seid Califoraia Water & Telenhone Company
to execute & itrust indenture to secure the payment of the donds.

€. I Califorzmiea TWater & Telephone Company acquires the
aforesald businesszes, properties, rights and franchizes, Lt zhell,
until otherwise ordered dy the Commicsion, record the cost of its
adéitions and betterments, and 1%s operating reveruwes and operatving
cxpences Lfor 1ts water properties in a menxmer whigﬁ«will enablo it %o
file operating reports for the Sweetwater Systm;’-éér the Corozado
System, for the San CGabriel Valley System and for the Moaterey Sys-
tenr, and shell record the coszt of 1tz additions and betterments %o

its telephone properties, and the operating revemues and opereting

expeases for itc telephone propertics by exchanges.
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9. Califoranie Veter & Telephone Compeany shall within thirty
(3C) deys after it acoulres the aforesaild properties, file with the
Cormizzion e copy of cach and every deed under which 1t acguires title
to caild properties.

10, - The authority herein grented is upon the condition that Cal-
iforria Water & Televhoze Company, within thirty(30) days alfter acquir=-
ing the aforesaid properties, file with the Commizsion & copy of a ¢on=-
tract with each of sald vendor compariesz, under the terms of which it
agrees to pay and discharge all of the vendor companiés' debdtz and lia-
bilities, and zssume all of the wvendor compsaies' obligations of every
zind andé chergcter, whether they arise out of contract or tort or exist
under‘or by force o any law or statute or any municipal or county ordi-
nance or by virvue of the grant and acceptance of any franchise.

1.  Within thirsy(30) days after the scle of the bonds hersin
guthorized to bde issued,‘Caiiro:nia Tater & Teleplone Company shall 2ile
with the Commiszion a copy of the contract under which it zold seid bonds,
and a copy of the prospectus under which szid bords are being offered vo
the public. _

12, On or before Feb:uéry 135, 1936 Califoraisa Water & Telephorne
company chall file with the Commi ssioz & sta'cepzent showing in detail the
expenses lncurred because of this proceeding and the scle of the stocks
and bonds herein authorized t0 be icsued.

13 On or before Fedruary 1S5, 1536 California Water & Telephone
Company shall file with the Commission for approval & copy of cach aﬁa"“'
every Jouraal entry by which 1t proposzes %o record‘phé,purchase of the
aforesaid properties end the adjustment of 4ts records %o confora with

this decision.

DATED at San ?ra%cisco, Celifornia, * - géfzééaday of Qctoder,
: fs " 2 ? ’IO’-__ -
19350 MLEOAD Qo\ﬂyaqq,\\gac: - -h_j
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