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BZFO?.E TaE PJ..ILROAD COIJOOSSION OF THE STATE OF CALIFOP.NIA 

In the Y~tter of the Application of ) 
CALn"ORNIJ... WATER & TELE':>HONE CO'IliPP.NY, ) 
to issue .~d sell stock and bonds. ) Application No. 22823 

nT! ,j) n (r~ ~ ~\r 12\ n lW I.n.: U l!J1 U tJ vJ i.nI. U:. 
Baciealupi~ Elkus & Salineer~ by Herbert H~Sal1nger, 

'£'or applicant. 

:eI w'""P. CO)!:1ItISSION: 

o P IF 19' ION 

California W~ter& Telephone Company asks permission (a) 

to issue and sell $;,650,000 principal amou.~t of its f1rzt mortgage 

bonds~ 4% series due 1969~ so as to net app11c~t not less than 101% 

of the face value thereof( less certain expenses of the underwriters, 

e:::t1:natecl at ~>6~OCO), together with accrued interest thereon to the 

c.~.te of' delivery, thereof; (b) to issue and sell $700,000 par value 

of its 6% cumulative pr~ferred stock, so as to net applicant not less 

tha.n 94% of the par vz.lu.e thereof; o..."1d (c) to use the proceeds for 

the purposes h~reL~!ter indiccted. 

Cclifo~nia Water & Telephone Company is a corporation 

or;anized and existing under the laws of the St~te of California. 

It is engaged L~ the bUSiness of' a public utility rendering 'water' 

service for irrigation". domestic, industrial and public purpo:es a.s 

1"o:'lo .. "s :- In the cities of Chula Vista, National City, Coronado and 

ad.joi..'"'ling territory 1."l the County of Sa..." Diego; in the c:i.ties of San 

::r,zr~o, San Gabriel and unincorporated terr1~y in Los Angeles 

Co~ty;,and in the cities of Monterey~ Psc1fic Grove~ Ccrmel and certain 

unincorporated a~eas' in Monterey County. The company is also engaged 

in the bUSiness of a public utility, rendering telephone and teleeraph 
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service in the cities of R0dland~, Ea~~1ne, Beaumont, Elsinore, 

Eemet, Murr1etta, P~lm Springs, Perris, San J~cinto, Loma Linda, 

Temecula, Moreno, Yucaipa, ~~d eertain ~~corporated areas in the 

co~~ties of Riverside "and San Bcrn~=d1no;. elso 1n tee cities o~ San 

in Los Angeles County. Th0 compc...YJ.Y ~lso ':011s wQ.tcr uncler.:l co:o-

".. .... "0 CS"~C ... 0 ... '- m ...... , irrigation and commerci~l pu:poses to. the Del 

ltonte Properties Co .. in L~ontcrey County. 

Applicant reports as of April 30" 19;:9, the lnvcstn;:.ent in its 

fixed cspita.l .:l,t $9"513,621.62,, segregated as fol1ows:-

Cer-.erc..1 office 
Wc.ter o.ivisions 
Telephone division 

$. 16, 772.0$ 
7,580,l'256~23 
1,916,593 .. 31 

In oddition" its bclancc sheet shows miscellaneous ~vestments 

0-: $690,766.18, other suspense of $798,3:36.2; end COtl.::t:-uction ?!ork'in 

progress o~ $135,,792.54 .• 

Ap~licar..t .. tIl'lder Com:nission autho:-izat1on, ha::; issued mld 

outstanding $2,10S,200 o~ COm1:0n. stock, $l,800jOOO of 6% preferred 

stock ene, $5,650,000 of first morteage 5% bonds.. d.ue September 1, 1965. 

Its dcprecintion reserve is repo:-ted at ~~1,5:34,192~·19 and its earned 

surplus at $392,55~ .• 32. 

App11c~~t ~~tends to redeem on September l~ 1939 all of ,its 

O':ltsta.."'lding firs': mortgage 5% bonds. To obtain ttulds to pa.y the 

$5),650,000 of bonds, and to pay for r;.e ... '1 construction, appliccnt de-

c.ires ,€r:ission to izsue $5 .• 650 ,000 o~ firzt mortg~ee 4% 'oonds, due June 

l} 1969, s,rld $700,000 of 6% preferred stock .. It hc.s entered into :m 
~z:-eernent to ::011 the 4~~ bonds to Blyth & Co.,Ine. one ~.ssoc1e.tes ~t 

101% of their fc.ce vc.lue mI.d accrued inte:-ezt. It ~s also entered into 

a.."l c.g:-ccme:r: to sell the preferred stock to E.H. Rollins & Sons, Incor­

pO:-.2ted C!I1d 2,ssociates, Gt 94% of its pe:r v~lue and acc::-ued dividends 

to d~te of delivery. It.' tee bond$ and stock ~~l"p. sold at the pr~ces 



indicated, applic.ant will realize from the se.le thereof the sum of 

$6,364·,500. 

If s~p11cant redeems its 5% bonds on septerebcr 1, 19J9, it must 

p~y a premiu: eq~~l to 5% of the face value of the bonds redeemed, or 

the SUlU of $282,;00. This premium, ~dded to the face value($;,6;O~OOO) 

of the bones, calls for ~~ aeerezate expenditure of $5,932,500. In 

a~dition, applicant esti~tes that its expenditures incident to the 

issue 0-: tbe bonds and stock -:.1.11 be ~~35,OOO. Deducting the $5,9.32,500 . . 
::l.r.d the $35,000 from the ~;6,354,500 leave~ e. balance 0;: "7$39"7,000 < .. 
~v~ilable tor new construction. In E71Ubit 7 ~pp1icant refers to the 

;:ollowing proposed additions ~~d bctterments:-

1. Acditiona1 water supply for SW0Ctwater 
District by constrv.ction of sQ-called 
unit No. 1 of Lake Boal Project, in­
cluding i..":11tr~.t10n galleries, l'ump­
inG plant, reservoir and pipe line 

1. 

2. 

Altern[".te Pro~ects 

Additional water supply for Sweetw:::.tcr 
District to the extent 0: one ~.G.D. 
to be developed ~t present South Basin 
Pl~nt of Ccronado District. Construc­
tion includes pi,e lines end pumpine 
ple.nt 

Convert1ne Manual Telephone offices to 
automatic operation: 

Si"?rre. ifJ.C.dre 
Elsinore 
Hemet 
San Jacinto 
Perris 

3. Additions, ExtenSions, Replacements and 
Improvements to Distribution ~~ 
Transmission facilities: 

~onterey ?~ninsul~ Division 
San Cabriel Valley Division 
Coronado Di~trict 
S·::eetvrater Distriet 

4. Additions, Extensions, Replacecents and 
Improvements to Telephone Exchange 
Lines and Plant 

$ 377,250 

60?OOO 

63,000 
1;,.860 
27,575 
14?345 

7,920 

46~OOO 
40,000 
20,000 
65,000 

~0,000 

Tot:t.l Alternate Project::; $ 1·.12., 700_ 
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At the hearing hod on this application, applicsnt was not in 

a po~ition to adv1Z0 the Comciscion definitely which of its propose~ 

construction programs will be carr1ed torwnrd. • Bcco:use ,01" this . 
sitv.ation, the oreer herein mIl provid.e that such stock proceeds as 

~y be ~va11able for construction purposes, v.ust be deposited by the 

company i~ a cpeci~l fund and may be expended only for such purposes 

3.~ a:-e hereafter authorized by the Cormdssion in a supplemental order 

or oreers. 

~C~e sy~tems of accounts p~escribed by the COmmission for 

'V."c,ter, ~d telephone utilities provide tr..o.t when bonds a,re reeeemee" the 

u.,"18,mortized o.iscount and expense a!,plic~,ble to such bonds shall be 

charged to surplus or profit and loss. Applicc;,nt calls attention to 

the fact that it now c~rries on its books uncmortized bond dizeount 

~d expense in the S'lll::: o~ $290,724.72; that upon the rec.empt10ll of 

its 5% oonds it must pay a prcmiu::t of $282,,500; tr..at upon the sale of its 

4% bon~s it will receive a premium of $56,500, which" if deducted from 

t~e $282,500, leaves ~ net premium of $226,000, and that this not 

premium, pl1;.s the $290,724.72, ·'3.&3regat1ng $516,724.72:, '1$ 1n excess 

0: its ea~cd surplus. It rc~uests ~ermission to amortize the 

$516,724.72 over the per10d ending September 1" 1965. The testimony 

. shows that beccuse of the bond refund~g, app1ic3~t may not be rc-

q:d.:ed. to pay any income tax cl'lll'il"'..g 1939. We believe that the 

$516,724.72 should.in 1939 ~Qe redueed by :;m amount cq,uivalent to the . 

savL~ ~~ L~come t~xcs during 1939 because of the bond refunding. 

For acco'UIlting purposes applicant may amortize the b~ee over the'" 

period cndine Sept~mber 1, ,1965. We reserve, hO'lle".rer, the rieht to 

determine hereatter whether the charges necessary to amortize ,said 

discount, expense and premium should be included in the cost of money 

to applicant. 
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· There wS.s filed .':I.t the heaz'1ng as Exhibit :a~ a copy of .'3.ppli-

cant T s !>roposed supplementa.l trust ir..d.enture.. Tr..1s i..""J.dcnt1.U"e defines 'the 

terms and conditions 01" its prop"sed 4% bond issue and modifies the . 

trust indenture heretofore executed by the company 1n zevcral pnrticu-

lars. We nave reviewed this supplemental trust indcnture and believe 

it to be in satisf.3.ctory .t'o:-m. 

o R D 'F. R 

California. w~ter &: Telephone:om':;'~Yl having asked permission 

to issue $5,6;O~000 'or its 4% f1rs1: mortgage bond.s due June 1, 1969, 

~d $700,000 of its 6% cumulative preferred stocl-c a.""J.d execute a sup­

plemental trust indenture~ a public hearing havine been held before 

~{~~~er F~user, the COmmission hD.vine considered the requests of 

epp11car.t ~ and 1 t being of the opin:f.on that the money, prope::."ty or 

labor to be procured or paid for by the izzue of said bonds and said 

stock, is reasonably required ,by ~pplicant for the purposes horein 

st~.ted~ and tnat the expenditures for such purpose::: are not, in whole 

or in p~rt reasonably chargeable to operating expenses or to iccome, 

~r.d that tbis application should be z~anted, subject to the provisions 

of this order, therefore, 

IT IS HEREBY ORDERED as follc.,i'fs:-

1... Cali!'ornia VIs.ter & Telephone Company '!rJ2.y issue and sell, 

o~ cr oefore October 1, 1939, at lOl% ot their face. value and accrued 

interest, ~~5,650,000 01: its first mortgage 'bonds, 4% Ser!e:: d1le 1969, 

~.ncl 'Use the proceeds to pay in Pt~rt its outzta."'l<iing $5,650,000 of first 

mortgage 5% bor.ds. 

2. California Wa.ter &: Telephone Company may issue e.nd sell, 

on or oefore December 1, 1939, at not l~ss t~~~ 94% of its Far value and 

accrued divid.ends, $700,000 par v:;;,lue 0:::- its 6% cu::r.:ulativc pre!erred 

ztock~ for the purpose of reimburSing its treasury bec~use of income 
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expended for additions and betterments, ~~d financing the cost of such 

new construction as may be authorized by the COmmission in a supple-

mental order or orders. 

3. Ca11fo~nia Water & Telephone Company may use not e~ceeding 

$226,000 of the proceeds realized from the sale of said preferred 

stock to pay the pre:iums on its outstanding bonds, ~nd not exceeding 

$35,000 of said proceeds to pay the expenses incident to the sale or 

the oonds and preferred stock here~~ authorized. The re~inder of 

said proceeds sr.f-l.ll be deposited. in a spcc1':1.1 fwd ane. expended only 

for such purposes as the COt~ssion will authorize by a supplemental 

o~der or ord~rs. 

4. California Water & Telephone Company may execut~ So $upple- , 

mental trust indenture in" or 1..~ subztcr.t.1ally the same torm, as the'" 

su,plemental trust ~~denture filed in this proceeding on July 5" 1939" 

as Exb~bit B, provided that the authority herein granted to execute a 

supplemental trust icdenture i$ for the purpose of this proceeding 

only, and is eranted only inso:ar as this Commission h~s jurisdiction 

I. ' 

unc.er the terms of the Public Utilities Act, and. iz not intended as an 

approv$,l of said zupplemental trust inc:.enture as~~o such other legal 

requirements to which said supplemental truzt indenture ~Y' be subject. 

5. California W:=:.ter & Telephone Company shall keep such 

=eco~d of the iszue, sale and delivery of the stock and oon~s here~ 

3.'Uthorized end of: the d1~pos1t1on of the proceedz as will enable it 

to file, on or before the 25th day of each month, a verified report, 

3.S required by the R:l1lroad COmmi::s1on f c Ceneral Order No .. 2.1;., which 

order insofar'as applicable, is made a part of this order. 
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'". 

6. C:llifornia Water &: Telephone Compc.ny shall file with the 

Railroad Commission within tl~rty(30) d~ys ~fter the effective date of 

its =eeistration statement or statements covering s&id bond and stock' 

issues, tiled with the Securities and Excr~ge COmmission, a complete 

copy of sucn registration statement ~r statements, and shall also file 

nth the P.ailroad Co::rmission two copies of the supplemental trust in­

denture herein ~uthor1zed to be executed. 

7. California Water & Te,lephone Company ~.y ~.mort1ze over' :the 

pe=iod ending September 1, 1965 the unamortized discount, expense and 

premium, referred to in the foregoing opinion, provided the COmmission 

reserves the 'right to determine hereafter whether the charges necessary 

to a~ort1ze said discount, 0xpc.ase and premium should be' included- in 

the cost of money to California Water & Telephone Company. 

S. The authority herein granted will become effective upon the 

date hereof. 

DAT:E.'D at· San Francisco, C::u1fornia" tbis .J II-.!- day of July, 

1939., 

Commissioners. 


