Decision No;
BEFORE THEE RATLROAD COLMISSION OF THE STATE OF CALIFORNTA
n the Matter of the Application of

CALIFORNIA WATER & TELEPHONE COIPANY, 5 Application No. 22823

to Issue and sell stock and bonds. —
O e
UL A

Bacigalupi, Elkuz & Salinger, by Herwert H;Salingér,
for applicant. o ‘

BY TEF COMMISSTON:

OQPINION

Californie Water & Televhone Company aéks peimiésion'(a)
©o lssue and sell $5,650,000 principel smount of its £irst mortgage
bonds, 4% series due 1969, so as to net applicant notrless than 101%
< the face value therepf( less certain expenses of the underwfiters,
ectimated at $6,000), togetner with acerued interest thereon to the
Cate of delivery, thereof; (b) to lssue and sell $700,000 par value 7
of its &% cumulative preferred stock, so as to net applicent not less
than 94% of the par value thereof; and (e¢) o use %he proceeds for
the purposes nereinafter indiecated. |
alifdrnia Water & Telephone Company is 2 corporation
orzanized and existing wnder the laws of The State of California.
It 43 engaged in the dusiness of a public utility rendering'watér
service ror irrigation, domestic, industrial and Public purposes as
follows:— In the cities of Chula Vista, National City, Coronade amd
2djoining territory in the County of San Diegos; in “he citiés of San
dzrino, San Gabriel and unlncornorated territory in Los Angeles
County; and in the cities of yonterey, Pacific Grove, Cormel and certain
unincorvorated areas in lUonterey County. The compary 1s also engaged

in the business of a pudvlic utllity, rendering telephone and telepgraph
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service In “the cities of Redlands, Banning, Zeaumont, Zlsinore,
HZemet, lurrietta, Pelm Springs, Perris, San Jacinto, Loma Linda, .
Temecula, Moreno, Yucaipa, and certain unincorporated areas in the
counties of Riverslde and San Bernardine; clso in the cities of San
lerra tzdre and Monrovia and certain unincorpo:ated,areas
geles County. The company 2lso cells water under. 2 cope
sroct, Jor domestic, Irrigation and commercial purposes to the Del
donte Properties Co. in lonterey County. |
Applicant reports 2s of April 30, 1939, the investment in 1%s
fired capital a2t $9,512,621.62, segregated as follows:—
Cenerzl office $ 16,772.08
Wioter divisions 7,580,256223
Telephone &ivision L,916,592.31
In addition, its dalance sheet shows miscellameowus investments
T $690,766.18, other suspense of $798,336.25 and construction mwork in
rogress of $l§5,792.54-
Applicant, wnder Commission authorization, has Zssued and
outstanding $2,108,200 of common stoek, %1,800,000 of 6% preferred

stock and $5,650,000 of first mortpage 5% bonds » Sue Sepvember 1, 1965.

Its cepreciavion reserve ic reported at $1,534,292.19 and its earncd

surplus at $392,554.32.

Applicant Intends to redeem on Sentember 1, 19329 all of its

cutstanding first mortgage 5% vonds. To obtain funde to pay the

$5,650,000 of bonds, and to pay for mew eonstruction, aoplicant de~
cires perzlssion to lssue $5,650,000 of first mortguge 49 vonds, due June
1, 1969, end $700,000 of 6% preferred stock. It has entered into an
agreement to sell the 4% bonds o Blyth & Co.,Inc. snd associctes at
101% of their face value and acerued interest. It nos also cntered imto
en agreement to sell the preferred stoek to E.H. Rollins & Sons, Incor-
rorzted znd sssocletes, st 94% of its par value and acerued dividends

to date of delivery. If the bonds end stock are sold at the prices
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indicated, apolicant vill rezlize from the sale thereof the sum of
£6,264,500.
T zpplicant redeems its 5% bonds on September L, 1939, 1t must

P2y @ premium equal to 5% of the face value of the bonds receenmed, or

the suw of $282,500. This premium, added to the face value($5,650,000)

of the bonds, calls for zn aggrezate expenditure of $5,932,500. In
2cdition, applicant estimates that its expenditures Incibent to the
issue of trhe bonds and stock will be §35,000. Deducting the $5,932,500
and the $35,000 from the £6,364,500 leaves a balance of T 8397,000 .
cvalluble for new comstruction. In Exhibit 7 spplicant refers to the
following proposed additions and betterments=-
l. Acditiornal water supply for Sweetweter

District by construction of szo-~called

Unit No. 1 of Lake Boal Project, in-

cluding Infiltration galleries, pump-

ing plant, reservoir and pipe line $ 377,250

Alternzte Proiects

L. Additional water supply for Sweetwater
Diztrict to the extent of onc 1.G.D.
to be developed 2t present South Basin
Plant of Ccronado District. Construc—
tion includes pipe lines and pumping
rlant

Converting Manual Telephone offices 4o
avtomatic operation:
-~ Sderrz Madre
Zlsinore
Hemet
San Jacinto
Perris

Adcitions, Extencions, Replacements and
Improvenents to Distribution and
Transmission facilities:
Y¥onterey Peninsule Division 46,000
San Gabriel Valley Diviszion 40,000
Coronacdo Disctrict 20,000
weetwater District 65,000

Additions, Extensions, Replacerments and
Inprovements to Telephone Exchange

Lines and Plant 60,000

Total Alternate Projeets § 419,700
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At trhe hearing had on this application, 2pplicent was not in
a position to advice the Commiscion definitely which of its proposed:
construction programs will be cerrleé forward. Because of this
sltvation, the order herecin will provide that such stock proceeds as
zay be avalladle for construction purposes, must be deposited by the
éompany in a zpecicl fund and may bve expended only for such purpozes
2s are hereafter aguthorized by the Commission In a supplemental order
or orders.

Tne systems of accounts presceribed by the Commission for
waﬁér,and telephone utilities provide that when bonds are redeemed, the
wamortized discount and expense anplicable to such vonds shall be
charged to surplus or profit and 1oss. 'Applicant cail§ attention to
the fact thet it now carries on its books uncmortized bond discount
and expense in the sum of $290,724.72; that upon the redemption of

ts 5% bonds it must pay e premium of %$282,500; that uppn‘the sale of its |
4% bonds it will receive a premium of $56,500, which, if deducted from
the $282,500, lesves z net premium of $226,000, and that “his net
premium, plus the $290,724.72, gregating $516,724.72, 1 in excess
ol Its earned surplus. It requests permission to amortize the
$516,724.72 over the perlod ending September 1, 1965. The testimony
_chows that beczuse of the bond refunding, applicant may not be re~
quired to pay any income tax during 1939. We bellieve thas the
$516,724.72 shovld in 1939 %e reduced by an amount couivalent to the

*np in income taxes during 1939 bvecause of the bond rcfunaing.

For accounting opurposes apol 1cant may amortize the bedance over the '
period cnding September 1, 1965. We reserwve, however, the right to
deterrine herezfter wacther the charges necessary to amortize said
dlscomt, expense and prexium cshould be included in the cost of money

to applicent.
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There was filed at fhe nearing as Exhibit B, a ¢copy of appli- '
cant'’s proposed supplemental trust indenture. This Indenture defines “the
terns and conditioms of its proposed 4% vond fszue and médifies thé
trust indenture heretofore executed by the company in several particu-
lars. Ve have reviewed Shis supplemental trust indenture and believe

it to be Ir satisfactory form.
ORDER

Caiifornie Water & Telephone Zompan: » baving asked permission
to lssue $5,650,000 of its 4% first mortgage bonds duc June 1, 1969,

and $700,000 of its 6% cumulative rreferred stock and exeeute a sup-

‘g

lemental trust indenture, a public hearing having been held before
Exerdner Fankhauser, the Commission having considered the reguests of
erplicarnt, and it being of the opinion that the monef, property or
lavor to be procured or paid for by the icsue of said bonds and =214
stock, is reasonadly reguired by applicant for the PUrposes nerein
steted, and that the expenditures for such purpoeses are not in woole
or in part reasonably chargeable to operating expenses or to income,
ard that this appl;cat;on should e granted, subleet to the provisions
of this order, therefore, |
IT IS EEREBY ORDERED as follcws:-

l. California Water & Telephone Company may iszsue and'sell,
on. er vefore October 1, 1939, at 101% of their face value and acerued
interest, §5,650,000 or its first mortgage bonds, 4% Series due 1969,
end use the proceeds to pay in part its outstanding $5,650,000 cf;first
mortgage 5% bords.

2. California Water & Telephone Company mey issue and sell,
on or before December 1, 1929, at not less than 94% of 1ts var value ond
accrued dividends, $700,000 par value of Lts 6% cuzulative preferred

stock, for the purpose of reimbursing 1ts treasury because of Income
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expended for additions and betterments, and {inencing the cost of such
new construction as may be authorized by the Commission In a supple-
nental order or orders. |

2. Californie Waver & Telcphone Company may use not exceeding
$226,000 of the proceeds realized from the sale of said preferred
stock to pay the prexiums on its outstanding donds, snd not exceeding
£35,000 of said proceeds to vay the expenses incident %o the sale of
the oonds and preferred stock herein authorized. The remxeinder of
cadd proceeds srall be deposited in a speeial fumd and expended only
for such purposes as the Cormmission will authorize by a supplemental
6rder 6r orders.

4o California Water & Tclephone Company may execute a supple-
mental trust indemture in, or in substontdally the same form, as the
supplemental trust indenture filed in this proceeding on July 5, 1939,
as BExhibit B, provided that the authority herein granted to execute 2
supplemental trust indenture is for the purpose of tﬁis pro¢ceeding
only, and is granted only insofar as this Commission has Jurisdiction
wder the terms of the Public Utilities Act, and ic not intended as an

approval of said supplemental trust indenture as to such other legal

requlremencs t0 which said supplemental trust indenture may be subject.

5. California Water & Telephone Company chall keep such
record of the iséue, sale and delivery of the stock and bonds herein
autnorized znd of the disposition of the prOcéeds as will enable 1t
to file, on or before the 25th day of each month, a verified report,
os required by the Rallroad Commlcsion's General Order No. 24, which

order Insofar as applicable, is made a2 part of this order.
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é. California Water & Telephone Company shall file with the
.Railroad Commission within thirty(20) days after the effective date of
its registration statement or statements covering szid bond and stoeck
fssues, flled with the Securities and Exchange Commission, a complete
copy of sucn registration statement or statements, and shell also file
with the Railroad Commiscion two coples of the supplemental trust in-

denture herein authorized to be executed.

7. California Water & Telephone Company may amortize over ihe
pveriod ending Sentember 1, 1965 the wnsmortized discount, expense'and |
premium, referred 4o in the foregoing opinion, provided the Commission
reserves the right to determine hereafter whether the charges necessary
10 amortize sald discount, cexpense and premium should be included in
the cost of money to Celifornia Water & Telephone Company.

8. Tre authority herein granted will become effective upon the
date hereof.

| A -
DATED at- San Francisco, Californis, this _ // 7 day of July,

1939.

A -y

- "y
DAL CATION

w7l Commissioners.




