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Decision No. ' 36505 ': 
, '.,;". 

BEFORE' :, TEE RAILROAD' COllIMISSION OF TBi' STATE OF., CALIFOR."J'IA 

In ,the Matter of the Application 

- ot-

, CALIFORNIA WATER'" &: ' TELEPHONE COMPANY. 
, .. , • I • ' 

to1ssue and' sell', stocks and bonds .. 

" '., 

App11ea tion , ' 
, No. 25664" 

'Bacigalupi" Elkus &: Salinger,' 
by Herbert ,H. Sal~ger, for Applicant 

BY THE COMMISSION: 

'. ." 

" ' " , 

, ,,',,", 

californ1a,Water'&,Telephone,Companyasks'per:iss10n, 
to 1ssue'and sell 'at the1r,tac'C'value,a.nd accrued interest 

" 

, $900,OOO"of ,1ts First Mort'gage13ond$, 3i% Series, due 1971; and' 

,at $26'~50 per share (par value $25 per share) 'lO,OOO . shares o.f 

its 6% ,cumulative, preferred ,stock and.uS.e'the pr,oeeeds to' con~ 

s truct'a dam on the, Sweetwa tcr R1 ver, to' pay co:nniss10ns and ~. ~ , 
. '" ~ 

expcnse~ incident to'the sal~ otthe sec~it1es' anc{ to reim-

burse' its t~easury because '-of 1ncom~ .:expend.ed '.f~r'add1tions' and , 
.' . . ,/ . 

, betterments .. ' 

California Water & Telephone CO~P3nY, ~ocetimes 
referred to as Applicant, is engaged in the bUSiness of a public" 

, " 
" , 

utility 'render1ng, water" ser.rice tor. irrigation" dO:lestic.1 

industrial' and ,.public purposes in' th.e Cities 'or,' Chula Vista.1, 

National'City and Coronado and'adjo1n1ng'territory, in the'County' 
. ,. ··f 

or San Diego,; in the ~1t,ies- o1"'sanMar1no, San vabr1el~ 'and 
. '. .'. 

" unincorporated t.~rr1~ory in 'Los Angeles County" ,and in the' 
P ,'. 
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Cities of Monterey, Pacific vrove and,Carmel, andcerta~ unin-

corpora tee. areas in, the County of Monterey. Applic<mt is also 
engo.ged in' the' business of a public: '.l.tili ty rendering telephone 
and' telegraph 'serVice", in 'the' Cities' of 'ReC!lands~ :samung~,.' 

Beau.":lont, Elsinore, Hemet, 11u:rietta~ Pa.lm Springs, Perris, ,San 
, ' , 

J3.c1nto,Temecula, Loma L1nda, Moreno, andYuca1pa, and 1n 

certain unincorporated/,areas in the Counties ot Riverside' ~d 
Sar .. Bernard~o:," and :tn'the Cities' ot."san r""'rnando~ ':S1e:rra:Madre ., 
and 'Monrovia ~ :me. in certain: ur..1.."lC orpor a ted areDoS. in the ' County 

.. 
< '", I I, 

of, Los Angeles ~ App11can t' is also serving -water 1.Ulder;' contract 
for domestic~1:rrigat1on~ and COm:lercialp'llrPoscs'to' Th~ Del~l{onte 
Propertie,z, C~l:lpany 1n Monterey "'County. 

As of April' 30, "1943, appli~~ t reports assets and ' 
" 

liabilities as 'follows: 
ASSETS 

Fixed capital' 
General Oi'fice 
Water 'Department 
Telephone -, Department 

Cash and Snecial Depozits 
Cash 
Special Deposits 

AccountsR£cci?abl~ 

Interest· and Dividends Receivable ' .. 

Investments 
'. U.S.A. Tax Savings Notcs-

',Series "C"' 
Balance due ,on ,sale of 

nonoperating land . 
Miscellaneous ". Inves tmcn ts 

Matcr1al'and'Suppl1&s 
Prepaid Ey.pens~s 
Unamortized Discount on 
Securities and Expense 

StocY:s 
Bonds 

Other Suspense 
ConstructionWorl-c in Progress, 

50,.000.00 . 

23,749" .. 54. 
. 596,646·i2' 

-Total" Assets 
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242,809.l3 

218,062.01 

.363.33 
670,396.46.·.· 

.', I 

132,80;.38-
47,444.79 

;88,.603.53: 

765,948.43: 
6,61g~80 - I • 

$1;!702i8g8~67 '. 



LIABILITIES . 

Capital Stock 
Common 
Prefer~ed - 6% cumul~tive 

Bonds, . 
First'Mortgage, 3.6%' 

Series,· c.ue 1971. 
Accounts' PaY.'!lble ..... . 

Audited·Vouchers and unpaid 
w~ges.· . 

Consumers'c.eposit::; . 
11isc •. acC01Jntspclyab1e· 

",' , "',' 

Accrued Interest 
,. ', .. 

. Taxes Accrued .•... 

. S~rv1ce Billed 1nAdvance 
." ,_" .. 

$4,608,200.00 
$2,108,200.00· 

2.500,000.00 '. 

. 5,850,000.00 

10.3 ,621 .. 30 .. 
21,432.12: ' . 

... '76 ~7·".· . .? t... • "'(, 

'"I",' 
,'. 

. ,.' " ' 

128,229~79 

87,750 .. 00 . 

Cons'lmers' . Adva.nef:s' for Construction 

221,966 .. 55 ". 

23,269';48 . 

69,260.42' 

132',819.74 
- .,,,' 

Donations ,.' in' Aid . of ConstructiQn 
',' ""', 

Reserve for Depreciation 
Water Properties' .. 

.. Telephone Properties .. 
Investment Properties 

. t.: 

Cap1 tal S~Pl·~ .. (Excess· of.' 
. historical cos·t of prop-
.ert1es acc;,uired over:cost 
to . Company: - . net):: '. . 

.. 
• , I • 

Corporat~ Surplus. 

1,4:;2,044.61 . 
402,,431.66 . 

62.428.38' .. 

1,896,904.65; 

19,302 .. 15 

659~185.82 

Tot~l Li~bi11ties $13,702.888.67 

Applicant it.. its ar.r..ual report::; for the years 1941 

~~d 1942 submits the !ollowing inco~c statement: 
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.. .. .. .. 
.. .. .. .. 

It~ : ~·2~1· . .. 12/,2 .. 
Water Department .' '. , 

., 

Oper~ting revenues $1,024,~77 .. 54 . $1,117 ,980 .. 06 . 
Oper~ting' expenses 20§~622 .. ~7.· ... 6~O z 722 .. 2f> .' 

Net -:;lperating:: l"e""enue $ 515,685.17 $ 43'" ,18:3 .. 70. 
.' 

T~le,b.one. Department· .' I' " 
" . " ... 

Opel"~ting revenues '.' ~ 682, 528 ~37 .~. $ S55·~931~71· •. · 'til 

Opcrc.ting,expc:lscz 
~ ~3~: 7?Z· 7 f': ~~:~~t:!i:; .... . '., Net opel"::' ting. revenue 1 80 .. 6:, ~ 

" . 

Recluction in Foeerc.l Tax "" S~ 16;51~.17·~ <;J 
,., 

Total' net· opera'ting " reVOfJ.ue 672;J...89.80,' . 645;943~,5: ' 
'. . .. 4~.~~O3' .. ~3': .' 2~li~ .~~': . Nonoperating. i..."lcome ' 

Gross income" ... 716;69.3 .. :3 "c .681)'k~.~5 . .;J .;;. 
.... 

" ;' " 
Deduction~: ., , ",' 

Nonoper::t.ting .... revenue deeuctior.l.s $. 36,'422.73' ',$ 32.,635· .. 28, 
Int~rest.accrucd 0::' tunc.ed de·ot 221".537.10.· . 210,600.00. 
Other 'i.'"lterest . 354 .. 24' , 224.64' 
Amortization ,. of deot c.iscou..'lt 

19,571.88: a.'ld .. e~ense 19,4.32~27 
M1zcellaneou,s !280.2lt 

~ 
212·LJ. Total deeuctions r.~ 241 ".903 .85 230 .,7).5. 95 

Not. Income. :L lk~S • ~67 .. 02 ~ 418 -*l41 •1, ,'. 

*P.epresents re~uction in' Fe~eralTDx arising tro: loss o~ sale ,of 
nonoperating l~~c, Sweetw~ter ~is~rict, 3ne 10s$ on Mont~ey 
nonuti11ty Di~tr1ct .. 

During 1941 and 1942 ~pp1icsnt paid 6% divie.ends on" 
1 ts outst3nd1ng pref-e:::-red stock. . O:n 1 ts outstandinR;. cc::o.on stock 
1 t pa.~c. '9 .4%·or $198',170.80 i.~ 1941' a:..'ld 8.e% or $185,;'521:.60' ~ 
1942. 

Applicant's 1941 public utility op~r~tir~expenses 10-

clude $135 , 97l.72 ro~ de,r~eiatio~ and its 1942 o~er~tine ¢x-
,enses $196,421.10 for the s~e p~poze. 

In oraer to incre~$e its water supply in its Sweetwat~r 
District, which co:::.pr1sesN.ltiona1 City, Chula'Vistc. ttndadjac~nt 

territory, app1ic~t ?roposes to construct a dam across the 
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SVleetv:~ tC'r Ri ·J'cr at a. point know'r:. as Sw~etw&:ter Fells _ T:o.~s iz 

about 10 :::11es s,bo7e ::. ts present Sweetwater' !)o.m. Z::.e t'.~vr e.a:l 
will croeat~ a reservoir ha.ving: Il cap.lcity O~':l'bout 27 ... 700 'acre 

f~et. It will 1r..cre~z'e t)lC sil!e yield of al.."lic~~t' sw~te:" 
supply by ~bout .3" 50C acre feet a... ... .r:.u~11y or .3 .12 ltillion ,gallons 

per day_ The ,resent Sweetw.lter r~~ervoir) su,ple~cnteeby'pump-

ing from the· lower Swcetwate:" Vo,lley) ~a.c a dependable sa.fe yl~ld 
. ' 

of: c.bout 6,400 o.ere teet pc-ra."'lr..1Z:l or 5.72 cil110n ga.llonsper. 

da.y. For the'yc~renGing Ju.'I'le 30, 1944, app11c~t .estiwo.testhe 
. " " ,. 

dema..-,.d 'for ws.tcr'1n its:Sweetw.lter District:::lt 9,000 .lcre:fe':?t. 

Because of the incr~as1r.g acmzn~ for ~~ter ... applic&nt is'pr~sently 
overdr~N1ng the,safe yield of its Swect~atcr reservOir. 

., . ".' 

,Applic~t'proposcs to haveth~'a='eor.structed under 

contr~ct awardc'C.'-under cOt:lpetitivc b1edi::.g~ In Exhibit 9 it 
. -~ " 

estimato=tae costot thcc~ ~e East S~cdl¢ Dyke~t $l;137,560. 
The, cont:-c,ct p:-ic~ 'iz !:" .. ot yet o.vc.il:lble. It': is 'of record that ,', 

" a,plic3r.t" a::d' its,preciec~~sors h~vc' cxp~::.dcc. ·'c.bout· $730~OOO:in '. 
, , 

a.cq,uil'ing'ripc.ri:ln' l~"'ld::; ~-,.cl r~loD.scs' octwe.::n its i'res."nt and' 

proposed rcs",rvoir c.."'le' tor explorator-J er..gincc:::-ing work ': :It:,the 
, ,. 

dam. 'Rcrl$:r~:lcc is mr.-de tc pa.rt of ~hiz, ~xp~ncli tur·, ir.. D·~cis1on 
.' " 

No. 28276, dated Octo'b¢r 14, 1935, in Applic~tion No. 201Z7·(Yol. 
"", "','" 

39, Opinions' a..'1d Orc.(!rs -' RailrO,:"l,d Co:::c~ zSio::. 'of C~li1"ornio.~ 

p. '406)~>' No dctcrrein3.t1on wcs· t.h~z:.' ::l~dc, J.'lor' u~''V:c "nov; '$"Uc:'..ng 

any ector!:lir..~ tion how l:luch of tl'l1s cxp~nc.i ture is prezc~ltly 

ing e.s' to how t.1ueh of the cost of trJ.c proj ect ',should. 'be ,1;o.cludce', 

in' 0 "r~te b:-.. se. 
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For tho.,urpose' ofp.:.y1ng the 'co~t, 0-: th~ <!~ end 'tl'lC 

expenses, cstil'!lo.t~c. a.t Sla, SOO, incic0nt to the issue /01" the 
bo~'z ~~cl stock hcr0in :entioncd, anc for th~ rcicburzo~c~t of 
applic~tr= trc~su=y,applic~~t ~sks?cru~ssion to issuo $900~OOO' 

o::"1t: :First ZI~ortg.::.ge Bonds, 3t%Scr1¢s, due in 1971,."a..'"l.d'$250~OOO 
, , 

par va1u~ of it::;, 6% cu:nuJ.:!o t1 V~ prei\::rred stock. ',Ap:plic~J,t r..!ls cn- , 

tered, into ~\ll'c.;r\;om.::r..t 'to 'sell the bonds, to'the Northwcst¢~: 

Mutu~l L1~e Insur~~c~ CO~P~7 at p~r~d 'accru~d interest.: The 

bonds erc to bedct~& J~~c 1, 194~ ~~d ~r~ to ~turc J~e 1,1971. 

They ~~tobc redc~:acle~tthc opt~onof th~ ccmp~~y nt,cnyt~c" 

at 105 mld ~.ccrucd., int~rcst, to Jun<: 1" 1946, :lnd thor~a.£tcr a.t' 

105'l~SS ~ (l/S)" o~c-f1ftl'l:' oron~ pc!' cent' for co.ch 1c::..r which :sh~ll 
, ,'.', . 

:r..~ve olapscd tnc:'c:li"tcr., Bowcv<::r, if rcdc:lption occurs, through, 

fund.s in,' th~ sp¢ei~l trust f'Jnd pro",idce., intha 'indcr.tur.~ securing 
\ 

the pc.ytll2nt of tho bonds., , or fro!!! th~ procc,~ds c!prop~rtics token 

u."'ld~r cr:i..~ent cloI:l~in, tho· r~dc:J.ption pr:I.cc is to be' par ' plus c.e-

crucd . interest. The "tt:.:rc.s of the bonds are tloro, sl'~cir1c\l11y set 

~orthin a $upplcm~nt~linc~nture filed in tl1i$applic~t!on.' Zhc, 

order herein ~rl11~uthorizotho ~xoeution of SUCA supplcment~l 

indonture. 

shc.l'es, or $250,000 pC',r vc..lu(,! cf.' its 6% cumul.::ti V~ pr~:-orrcd stock 
to Moc~rn Woo~en of P~cric~ ~t $26.50 per sh~r~. ~'lis ~tock is 

in all wo.ys the so.:n..;; i:S the company's prc::s0ntly outstc-"lCing" 6% 
. , 

stock, otwhich thero' is no·" $2., 500 ~OOO ou'tstzne.in&-· The p:-c-
,", 

fcrre:d 'stock is: riZdc~m.a.ble ct' th<? '. option, of the •• , companY'.:l.t '$27 .. 50 

Soth the bonds ~d ztoc~ ~r~ bcL~g sold atpriv~tcs~lc, 
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which obviates the necessity tor filine a registration state-
ment with the Securities and Excb.a.."'l.ge Cotlmission. A witness' 

• I, ' 

for applic~t'expres'sed the opinion that ,if the, secur:itiez 

were publicly 301d .,1t :night obtain slightly higher prices ''but 
t:r~at the costo! prepc.:-ingand f111ne'~ registration statement 
would be in'excess of the difference oetVlcen the priee:appli-: 

cantis'rece1vingfor the securities and the posz1blF) price ,it 
might receive if they were offered to the public generC411y. 

In' connection' with the S~le of', the socuri tics' applicant' asks 
," ,. 

perm1ssion to' pay a eo:nmissio:l' of $l2'" 500.. The oth~r &.pcnscs 

incident to the,is3uc'a.nd sale of the securities arcest1mat~d 
at$6~OOO" 

,ASSutling,that appl1ca."'l.t'issues the $900,000 of bonds 

and. the' $Z50 ,000 of stock, it would ha~~" outstanding $6,750,000 ' 
.'" . . . ' . 

of bonds,$2,750~OOOof. pref(.rreci stock and $2~lOS"OOO or 
, ." 

cOQmon stock" or'atotc.l of $11,,603,000 of seeuritics~,' Of"this 
3J:lount, the bonds would represent a~out'5~.2%:1 th~' prc'.ferl'cd: 

, 

stock '23 ~ 7%' and, the ~o~on ;'stO~k""l8%.Tr..is is, not':l 'dcsil'abl.:: ' 

capi tal, setup and" app11c:lnt chould ts.::e steps to' improve the' 
" 

same. If, itscom.t:lon stocY..holdcrs are net,in a position to ' 

,9,cquirc additional COlllInon stock or obj ect t?' the sale' of eOmI:'lon 

st~ck to eth~rS,c.pp~1cant'ShOulci US~ surplus c-a::,l1rlgz' topa-y 

part of the cost of the dam. We will'not authorize the issue of 

the pr~i'erred stock. Upon 'the fi1irJ.g of an appropriate supple-

ment&l application we will consid~r the issue of' :hort term 
serial notes p:lyabl·~' trom cpplicant T s income. 

, " 
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A public hearing hav1ng,bee~hcldon theaoove-en-' 
t1tled,catter,beforeExac1ner FanY~aus~=and the Co~ssion' 

having considered the evidence ::: ubmi tted at·' such h.ear1ng'.md 
. " ,,' 

it,be1ng or the opinion that California Water'& Telephone 
".; " 

Compa.""lY' s reo.ue~t for' percission to' issue $900,000 ,: of' bonds 

,should be granted and th~t its'req,uest to 1zsue $250"OCO'O'l 
6%~pre!'~rred stock zhould be denied; that th~ money, property 

, I ", • T • _~ • • • "'" 

, 0:' la.bor' to oe procured or p~ic't for by the issue 0:(" such bonds 

is reasonably re~uired' for the pu:-p'oses !lereiri stated;' and'that 

the'expenditures for such purposes, exeeptthose 'for the 1'3y-
, •... ' 

.' ' " 

ment' ofcom:n1ssions, expe:-.ses and accr'lled interest a.re not" in 

whole ,'0:" in ,part, reasonably c:'V'lrgeable 'to (,)perating",e7.pens~s" 

ortoinco::le, therefore, , 
, . 

IT IS,HEEEBY OB.D?,'RED as i'ollo'ns: 

l. C~!ifor.ni~, 1~lt~r & Telephone Company may, after 
the e!,i'ect1ve. da.te hereof c.nd on o:''be1''o:-e September 30, 19,,G.3, 

issue and sell at not le~~ tr~ par ane ~ccrued int~rest 
$900,000 o~ its First Uortgcge Bonds, 3z% Series, due June 1, 
1971, an~use the proceeds to p~y in part the co~t or con-

str'.lcting the dam .:lna, 'appurtenance::: 'dcscri"oec. in:Ex..~'b1t 9, 

f11cdinthis· cpp11cation; to pay a commission incident to the. 

zal~ of's.:::.id bonds of not :lore than $9,000" and to pay~xpcnses" 
.inc1dent'to the'issue'of' ::;ai~ bonds;· 

~.: . 

2 .. · calii·ornie. ~Vo.te,:,' &' Tel~phonc. Cocpany may, .atter 
, , 

the,effective date hereof, and on or b~i'ore'S<:ptem'ber 30, ,19,G.:;, 
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I',', . ' .. 
" ,' .. 

" 

execute- a ,supplemental ind.enture subst~t1a.J.ly 1n the" saxr.e 

rom as ,the su.pplementalindenture tiled in this application 

on July 1:;" '1943"proV'1dedthat the authority herein ',granted': ' 

to' execute' said. zupple:nental' indenture is for the purpose', 

of this proceeding' only" and is gra,ntcd only insofsr e.s, t.."lis 

Commission MS· j ur1sdiction under the' teres', or .. ' th~ . Public' 

utilities Acta."'ld'is not intended as an ~pproval o1"saio. 
'. . . ", 

supplerlentalindenture .as to such . other legal' reqUiremen.ts to' .. 
which said' supplement~l indenture :::ay be subject~ • 

, :3 • This 5.l)l)lic::I t10n' 1nsoi"ar as it 1nvol ves the ' 
.. ' ~. '.. . ... , 

issue of $250 ~ 000· par value' of 6% pre! erred. $·tock is. denied, 
without prejudice. ' 

...... .. ' .. 

4. , The authorityhercingrantedshall,becoI:le effec-
tive when California'Water & Telephone Compsny ~s paid the, 
fee:p'rescribed. by Section 57 of the 'Public Utilities,Act", 

which ,fee '1SNine Hundred (S900.00) Dollars. 

5.. Cali1"orniaWat~r & T~l(:phone Company zh::ll file 
with the Railroad'Co~ss1on such. reports as are rc~u1r~d by' 

the Commission's u~ner.ll Order ~ro. 24-A,' which order insof~~r ' 

as applicable' is' made z. pa.:r.t,of t."lis order. 

6. Within thirty (30) days ~fter the execution of 

the supplemental indentur~ her~in ,,-uthorized, Ca11!orr..ia ""ater 

& Telephone Comp.lny shall file with the Railroad Commission.' 
two cert1ficdcop1es of the supplemental 1ndent~e executed' 

undcrthc~uthority herein gr~nted. 
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Dated. at San Francisco .. Ccl11':orr..ii,,· t!'-.!.s . .Qa~ 
~y of July~ -194;e 


