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Decision, NC3997~ 

BEFORE TEE POBtIC UTItITIES COMMISSION 0: lEE STATE OF CALIFOP.NIA 

In the Matter of the Application_ ) 
-tJ,.. 

" · · . " . 

CALIFO?';''JIA V</ATER & TELEPEO!JE, COY~A.~Y 
to issue a.."lC sell ooncis and to issue 
stock. 

, 
) · 

Application 
?Jo. 28173 

) 
· 
) 

, '. __________________ ,...~!11111111111 ..... 

t"I',p I N' ~ d N ~ ___ A __ _ 

.' ." 
This is an al,-~11cation by,' California Water & Telephone 

.... • • ',' I ••• 

1ndentr.U:-e, to issue arid s'eli si;ooo ,000' of first :lortgage bonos,' 

2-'7/S.1o s'eries, du'e 19'7'1, a:t not less tt'~"'l 9'8:.:72% of face va.luc 
• " I : • (. ~. " .~', • :. 

plus a'ccrued interest, &':.d to issue :it par 18,800 shares 

($470,,000' par val:ue) of co::lrilon stoc~ for the pu;'pose of ;e:t:lbU;S-
... oj. • • • • "., •• 

ing its treasury" of pa~e outstandi.'1g itidebtedness,o! 
, ' 

, ' , 
viding workL'1g ca~ital. 

, ' 

CalIfornia.. Ii i'z engaged 1.'1 the bUSiness of a publicut:I.'iity 
, J.' 

renderi.."'lg wat-::rserVice fo,: irriga-tion" domestic,,' industrial' ano. 

pUblic purposes' in the ci:t!es of chuia v~:sta., National City and 
Coronado a.~d adjOinbS t:err-itory ir.. t..~e' Cou..'1ty o~: San Dieg~; in 
'. , • ' ,_ I I • ," : :. 

the Cities of San Mar!no, San'Gabriel~ ~"ld unincorporated terri-
'. . ,. .' , , 

tory ir.' tos A.."lgeles County; in thQ Cities of ~on~ere:y ,yacific 
Grov¢ and Car~e'l', and cer't~1n ~n1ncorp'ora:jed' areas 1."1 the Cou.~ty 
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of Monterey. It is also engaged m the busi-"'less of a public .. 
utility re~der1ng telepho~e ~~d telegr~ph service ~"'l the Cities . 
of Redlands, :3ar..n1ng, Beat.:~ont, Elsinore, Hemet, Murrietta, Palm. 

. , 

Springs, Perris, .Sa."'l Jacinto, Temecula,_ Loma Linda, M.oreno~ a.."le. 
I '" • 

•. .. f 

Yuco.ipa,. and in certain unincorpo:-atec. areas in the Coun-:ies of 
~ . . . , 

Riverside and San Bernard~o; L"'l tee Cities of San Fern~"'ldo, 
" " ".,' 

Sierra Madre and Monrovia, and in cer-:ain ~~incorporated areas ~"'l 
-'. ., 

,. " .. ' 
the Co~~ty of ~os k~geles. Applicant is also servL"'lgwater under 

-, _ i .. 
~rivate contract for domestic; irr1bation a.."'lc. comcerci~l purposes 

, , 
- , 

to Del Monte Properties Company, L"'lMonterey CO~"'lty. 

The company has outsta"lding c~pita1 stock and long-ter: 

debt repo:'ted as follows: 

Capital Stock, . 
Cumulative prei'erreCl,.$1.20: diVidend -scries,~ 

, \ " _' $25, pa::- value - : 
Cu:aulative- pre.f"e:-red,$l.OO di "J'idend series, 

, -- - . , $25 par value 
Cocmon, $25 par value 

. '. 
Long~ter:l de 'ot -

First mortgage bor.e~, .3. 60% s~r1·~s,. due 1971" 
First mortgage bones, Jt% se::-ies, cue 1971 
2t.% serial notes -

$2,675,000 

'- 550,000 
2,.350,000 

',' ' , 

5,8'50,000 
·900,000 
100,000 

During the last tive years the company r~s paid div1-. , 
dends on its common S to ;::k at the rate 0 r S. 8% 1."l 1942, a..,?-cl ~ t the 

'1>.. • ,,'. 

rate of 8% d~ring each of the years 194.:3 to 1946, i.'I'lclusive. 

As of- Nove:loer 30, 1946, the CO::l?a."'lY's as-sets a..'I'ld 

liabilities ar~ reported 3S follows: 
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Fixed cc.pi tal . , 
~\1izce:t.laneous investrtents 
Current assets 

Cas,h and depos1 'Cs 
Accoants .receivable 
Est1~'ted :L",co::e tax;~ef1l...~c.ci 
r:.~'Cer1als a.."'ld, supplies 

. lotal cl.lr!"ent assets' 
Prepaid expenses 
Other suspense . 
Construction work .tn ~r6gress 

Lo'ng:-:term debt. , . 
Current liabilities 

Notes. 
Accounts payable' 

Totai assets 

Accrued.~1abilit1~s , 
Total currcntlia~ilities 

Past service ~ens1on pre~um payaole 
Service billed 1:; '. advance , 
Consu~ersT advar~ces fo~ construction 
Donations in aid of coristruc~ion 
Reserve fo: depreciation . 
Reserve t6ramortization of e:ergency 

facilities . 
Reserve !or uncol1~ctible ~ccoun~s 
Preferred.stock 
Common stock 
Prcmiutl on sale of cO::l!:lon stock 
Capital,surplus . 
Corporate surplus 

Totai liabilities 

$1-5,129,34.3.07 
7l7,417~57 

905;l81.22 
.5l,,:606·.06 
109;468.60 

.. , ?61 1795··l5 

~17, i 74i·iil. 67 

$ 6,850;000.·00 

:,121,202.26 
130;1023.;23 
30,l36.Jl 
146;750~45 
17.0.; 719,;.2l 

2; 572".038:. 50 
127,281.91 
11,372.30 

2)67;;;OOO~00 
2;350,.000.00 

91,.884.00· 
20,394.95 

.. ' 869.408.55 

~17t174J.Sll;.67 

Since Nov~mber 30; 194o, the cocpany has issued ~"'ld 
. . 

sold 22,000 sr..ares ($;50,000 par value) of' cu:tll,llat1ve preferred 

stock,. $1.00 dividend s'e:-!:es, par value $25;. at $23 a sbare a.."ld 
used the proceeds to fina.;"c~ cohstruction'costs~ 

The bonds app1ica."'l.t noVJ proposes to issue will be dated 

as of.'December 1; 1946, will bea.r inter.;:st at the :::-ate of 2-7/8% 
per an.."'lUO, \\1.11 6ature Ju.."le i,. 1971, arid will be c:;;a.llable at the . . . 



C~~ditio~s spe~~fie~ ~~~he ~rus~ L~dentur~, upon the payment of 
• , I , " • tI ' • 

~he pr1.'lcipa). a.moun~ and accrued i.."l~e:r:es~ to the ~~c' of ~ede::p-
. '.' ~ 

~ion and a premium of 3% of the principal amount, which premium 
.' ,I' •• 

shall b€ reduc€d by .15% of said principal .a:::nount on June 2, 1951, . -,'. . , . . , 
• • ,~ , • • ~ , I , • • 

and by ~"l additional ~15% on e~ch June 2 of-each year there~ftcr 
'.. ~ • ..' . .' " ". '. r' ~. ~ -. " I • 

to a..'ld including June 2, 1970, and on and after June 2, 1970, 
•• ",r , '0/' •. ' 

without premium. Aop11ca."'lt reports that it has made arrangetlents 
t .' '. #' " • "." :. "~ • I" ,."'. 

~o sell the $1,000,000 of bonds to Tr.e Northwestern Mutual Life 
, . ~. .. , . .. . 

• • , ., • • I • ,~ •• ", 

Insu~r~ce C~mpany at 98.12% of their principal amo~"lt, plus 
, " ,", '; ; . 

accrued inte;,es~, I.maer the terms of a.'l asreoment whereby it will 
. . .:... ,'; 

deliver $500,000 .of said bonds not later than ilLarcb. 1, 1947, i:l.nd 
, !.',.: - I • .' " ,'. ~ • 

the retlai.'ling $500, 00,0 a~ any time at its option, but not lb.ter .... , '. , , . 
than Septecber 1, 1947. 

• • ~ .. f • 

The company estimates that it will be called upon to 
• ", • I " ,.' 

zpen~ approximately $8,500 to p~y ,expcns,cs in connection wi~b. the 

issue ~"ld sale of the bonds. 
, . . It ?ro~oscs, s~bject to receiving 

! . )", " ~ 

permission from the Co~ssion, to ~se $300,000 of the remaining . ~ "',. . , 

proc'ceds to pay short-ter::l loa...'lS incurred during '1947 ;'for con-
I • t. '. .,..,;. ~". .', ,. . • . , 

s~ruct1on purposes, ~d use the bal~nce of the proceeds to meet 
.' • _.' • . ' . ,. ~ . • " t. • I • 

in part construction costs d~r1ng the re=ainder of the ye~r and 
• • t , ".': . • I I I \ ' • 

. to proyide working ~api'!:;al. 

some detail in E)'hlb:t t ft An . '. , it csti~~tes its net construction 
I I . 

cxpendi:curcs fo_r 1947 z:nd. 1948 at $2,669,588. It esticates tr~t 
I • 

during 1~47 1~ will ,be called upon to spend at least $1,500,000 . 
for construc.tion pu:-pos€:s. It urges tha,t 1;t should increa.se its 

working cash to a position vlhere its :let c:.l.rrent assets <.i.:lount to 
• . . I ...•• 

a,t' least $200,000 .. 

!he testimony L'ldicatcs tr~t applic~t should hAve 

availab,le for its cap~tal need~ al'p:-oxiIUltcly $350,000 fro:!! the 
, '. . .', 
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operation of.' its b~siness, leavi!'lg a balance well in excess of 
" -

$1,000,000 which it proposes to obta1."'l from the issue a.,'''l:d zale 0: 
the bondz covered by this application and f~om additional stock 

issues later in the year. Onder the CirCll:lsta."lCes, ot.:tlined!n . 

this application and at the hear1..."lg held in the ~tter, the issue 

and sale of the aQditional bends, as here pro~osed, see~s 

w~rr~~ted and ~he orde~ here~n ~~ll so provide. 

In con.."lection with the presently propos~d issue of 

$470,000 C?! common stock, the evi¢.ence suor!litted in thispro~ 

ceed~"").g sho7{.~ tl"..a't applicant h:ls had surp::"us .earni."'lgs substa.."'l-

tially in ·excess of the proposed co~on stock issue ~"l~ that such 
earnings have been invested in the companyTs properties. It 

appes.rs proper to authorize the company :to issue $470,ooq par 

value of cor:t:lcn stock t,o re1!:lburse its tr.easury.. ~tiS. ,the 

compa..."'lyTs inten;tion the:::oeai'te:: to distri~ute the stock as a. stock 

dividend to the holders of its presently Ol.lts,ta.."'ldi.."lg CO:ru::lon stock 

at the ratio o,f one sha,re of new s'tock for each five sh.::!.res pre-

sently. outs,ta.."'ld1."'lg:. 

Ca,li:to:::-nia Wa·ter & !elephone Cotlpanyhaving applied tor 

nerm1ssion ·to i'sslle bonds a.."'ld stock .a."1C:. :to execute a supplc::lental 
.. I' • 

indenture, a public ~earinghaving beec held before Exa=incr 

Fank.."'l.auser, a,nd .the Corumi::;sion being of the opiniont~,t this 

applica.tion should be e=ml'ted,. a::; herein ?rovided~ that the money, 

property or labor -to be procured ~r ,paid ·fo;r through .the issue of 

such bonds and .s:tock is reasona"o,ly required ,fo.r, the purl'oses 
. ' 

speci~ied herein, which l'u,rposes, o·tner than ithe payment of bond 
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sale expenses a .... ld accrued interest, are not, i."'l whol~ or in part, 

reasonably chargeable to operating expenses or to income, 

IT IS HE?.EBY ORDERED a.s follows: 

1. California Wat'er & Telephone Compar..y? after the 

effective date ~ereof c...'"ld on or 'before Sep-t'e:"ber 1, 1947, may 

execute a supplemental i..",denture 1."'l su.bstmltially. the sarJ€ form 
, . 

as that filed in this proceeding as Exhibit ncn, ~"'ld ~ay issue 

and sell, at not less t~ 98.72%0£ face value plus accrued 

i.."lterest, not exceeding $1,000,000 of: its first mortgage bonds, 

2-7/8% series, due 1971, and may use the p::ocecds, othe:: than 
accrued ir:-terest, to pay bOnd sale ex?cnses. of ap proxi::at ely 

$~ ,500, to pay short-ter:l loans· o.f $300,000, to .finance ~'"l part . 
const~uction expenditures incurred or to be L"'lcUrrc~'~uring 1947, 

as set forth in Exhibit nAn, ond to provide itself with wo!"~irig 

capital. The accrued interest :::lay be· used for general corpor~te 

purpcses. 

2., California V~ater &: TelcphoneCo:li?any, after the 
I .', 

effective date hereof a..'1.d on or be:o:-c June,30,;. 1947, may issue 

at no,t less than. j)a:", 18,800 shares ($470,00'0" par value) or its . . 
co~on capital stock for the purpose of re~~bursL~g its ~reasury 

,. 

for moneys eXi?endec. fro:l incO:::le for the purpose ot:providing the 

cost 0: additions to its pl~"'lts a~d propert1~s. 
~ , " I 

J~ Cal:tforn~a Water &. Xelephone' Company shall .file 

.... :i th the Co~iss1on re?orts of the iszuc or the bonds a..~d stock 

here1..'"l authorized, a."lc. of the dispositior;. of the' l'roceeds,. as 

requ1:ed by the Con::::;ission"5 G~~eral Order' No,. i4.-Ar which order,. 

insofar as applica.ble, is made a part of this· order. 
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4. 'The 'author1t.y here'in :granted. "Iviii oecOI:le ·'ef:'re¢·ti'~e 
. ' ' .,,' .. , .. " 

when Califo,rn:i:a Water (( T'el'ephone 'Cori:.p'any h3:s paid the fee ,p!"'e~ 

scribed by Section 57 -ofr the Publ1'c. Utilities ict; whic'h fee 'is 
One Thousand. ($1,000.00) nollars. 

Dated at San Frn..."'l.ciseo,.; ca.lifornia,. this -15;:tb" .. 

day or February ,1947. ... ~u."-. -


