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Decision N0.1J3SG 
, " 

BEFORE 'XaE POBLIC O'!ILIl'IES COMMISSION OF TEE STATE OF CALIFORJ.'JIA 

In the Matter of the Application" ) 

of 

CALIFORNIA WATER & TELEPHONE COMPANY 
, , ' 

to issue and sell debentores~ 

· · ) 
· · ) 
· · ) 

..... -" - -- - ... - .. - ... -- - ... ~ ....... - - ..... ..... : 

A~plication 
No. 29177, 

Charles Elkus 7 ~, for Applicant • 

.. 
In this'application,'California Water & Telephone 

Company asks permis:sion to issue and sel17 , at par, for the pLlr-
• ' • ! 

poses hereafter stated, $1,000,000 principal amount ofitS20~ 

year 3~3/4% sinking fund debentores due March 1, 1968. 

California Water & Telephone Company" hereafter'some~ 

times referred 'to' ,as Applicant,is a. corporation' organized and 
" 

existing ,under the, laws of , Ca11fo,rn1a., It is engaged in the .. . . 

bUSiness of a public uti1itY'rendering water service for 1rriga-
, ,.. .. 

t1on, domestic, industr1al a.."ld public -purpo:es in. 'the Citios of 
, , 

" 

Chula Vista, National City and' Coro,naco and adjoining, t~rr'1tory in 

the Count.y of San Diego; in the Cities, of'San Marino,"San 

'Gabriel, and certain unincorporated territory in, Los Angeles' 
.. ' .. 

County; :tn the. Ci ties of Monterey 1 PacifiC Grove and Carmel" a.."lo: 
, , , 

certain I.lnincorporated areas in the, COLmty of Monterey.', Appli:'" 
, ,I . 

cant iz :3.1so engaged in the' business of a::,public utility 
\"---

r", 
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rendering telephone and telegraph service in the ,Cities o.f-Red- _ 

lands, Ea...'1..."ling, Beaumont, ~:.sinore, Hemet, Murrie~ta;Pal::l 

Springz, ?erri~" San J'aci:lto, Temecula .. Lo:na Lin~a" M(lr~rio~in,cl' 
-Yucaipa, and in certa.in' unin,corporatod areaz 'in the CO,antics 'of 

,~ 

River~ide and Son Bernardino'; in the C1 ties of s~' 'Fernando, 

Sierra Uadre and 110nrov1a,ane in cej,"t:tin, unincorporated'areas 
" , 

in the County of Lo's ~1.nseles. Applicar~t also, serves wat'er"' :for 

domestic~, irrigation and commercial purpos~s to Del MontePrope:r­

ties Company, under private contract in Monterey' C'oi.lnty·~" 

In reports !,iled with tr..e Commission,Applicant for'the 

past three years cas reported., operating and other rev,enue,s and. 

operating expenses ann fixed. cho.rges_:il.s fe>llows: 

"Irate!" De-pe.rtment 

ItIIneluded '·e.'bo:ve£ 
Depree ja t1 on'iWl:l.t er: Dept .. 
Depr:eeiat1on',,~ele,:pllonc De;pt .. 
.Ar.lortizat.io:o..,", . ,,,:. 

Total depreciation ~d 
. amortiZation 

, .': !,. i 

1945 ' 

Z:1,527,.'llZ.65 

796,l46·.22 
:;"729,267.6Z1 

$l,26l,Z09.0? 

1~,,227 .67 

~1, 01~ t8~0.,~" 
~ ·2~9,a!50.0o 

8·,.l71'.66. 

... '. . ','; .,: 

t 118.;'Z87. 96 
loe'~'8?~~3e . 

47 r466 .• S!5 

1947 

$1,567,oeS .. 60~1,67' ,402' .. l2, 

-!55,116.6Z . 
.... 711,971.77';', 

960,9:'7.45 
71:5,484 .. 67 ' 

:;11,1,117;040.52 ';'l,6·14,39,4.23 

lzl.eOz~~' l,493,Z5Z:;54 
:t; 2~6·,66~.~9 ;;;. 121,0'",0.:69: 
'~ 948' ,6~5' .. l6·' ~, ~ ,~25,.36 

21,639.96, 
"', 

~--1.70,"7:5 •. 12 ~ 
..;, 2~9 ,.8:10'; 00' ;;.; 

6,773.,72; , 

( 21,469.80):' 
:520 .. 00' ' 

8~O', :5:3:5. :56 
26~,,~~.6,7 , 

~~"Ol9;.7e; 
. ,,'." I • 

,$ .... ' 2 .. 6" s2'J .• 72' ",' ~ 2:39 ,~ .. 36;: " 
'0 '723,651.',*0. ~" 590..,.687 .. 20. '" 

221 '.S34"~ 67, 147'i048.!So,.' , 
: ' .~.,;.;. " ..' I "',r', I • 

'. 50.2' 0.15 ~'7Z, :$ 4405:'638 .. 70' ' 
....... • 1 '" 

, , ;" r :'.~' , 
.' ',,' 



Applicant has outstanding $.3,200,000 (128,0'00, 'shares) 

of CO::l!!lon stock, ond $,3,225 ,oeo of cumulative preferred stock 

consisting of 107,009 zh::.res of $1 .. 20 Dividend Series and." 22,009 

shares of $1.00 DividendSer1es. All shares of ;,\:oplicant 1 sstock 
" , 

arc or the par, value ~f $25 each. 'AppliCa.."l. t f S bondedinde,bted­

ness on D~ccmber, .31, 194 7', a~ounted ~to $~, 750, 000', andconsi~ts 

of the following: 

First mortgage ~onds, 3.60% Series due 1971 
F.i.rst mortgage b¢nds ,.3-1/ M~ Series due 1971 
F:i.rst ~o,rtgage bonos, 2-7/8% Series due J.911 
First nio:-tgage bonds,' 3% Series due 19,71 

$5,850,0'00 
900,000, 

1, OOO;OOO~" 
1,000,,000" 

Assuming that Ap'Plican-t issues the $1,000,0000£ deben,,: 

t:.lres covered by this :3ppli<:~tion .• its ca,pi talization ratios will, 

be as fol:Lows: 

Bonds 
Debent'ut'(;:s 
Preterr~dstock 
Common ,~tock and su:-pl,us 

5l.5% 
5.9% 

19.0%' 
2.3 .. 6% 

In Ex..lUbit'Aft, Applicant reports its 1948: construction 

costs as follows': 

Water: 
Monterey Pen'insula Dlvision 
San Gabriel Valley,Division 
San Diego BayDivis1~n 

Total Water Depir~iment 
Telephon~:' 

Routine estimates 
Y..isc1. spec'i!:ic o~ts1d.c. plant 

construction 
San'FernandoDistrict 
Monrovia D1ztric't 
Redlands': District 
PalmSpr1ngs District; 

. Southern Dist'r1ct . 
Total Telepb.,~ne Department 

Total Water ',Zond Telephone 
Denartments . . . . 

-3 . 

Gross Retir'c- Net 
Add i t;;on~~ ,;.;.mcnt's· ' 'Addi tion~ 

$1,0.30~25~ $42,800 $ 981,450 
99',.493; 8,257" 91,2.36'-

,*02',9,2Q. 1.9 • .96,5:, Jr§~ • QZ.i , 

~-t3.36 .691·L7Q ,98~' il.i2J,', 711:-.. ",' , 
,",'" I , , • • • J 

$ 424,610$216,,72:6'>$"207,340,'~ 
. " , \'. ' . 

.. ' 

90,.'000' '12",5'00:',' 77~':')O,O::" . 
727,420 . 159,,900, 567 ;520:'./ .. 
178:,.,),90' .. 11;180; 167~210,: 

54,750'. ,2,.S5'5~", ,'1".89:5" 
1.34,,.050'2,$50,, . '131,,2:0'0;,:: 

_11',/,32: 4.352:;' . 'l:3'.?8Q" 

iL 226, JU '5 't4;10 • :i6'Q~::$1 ~ :Z16,;'49;',' 
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The test1mO!1Y shows that to carry out :Lts 1948 con­

struc't10n program, Applicant must raise about $2,120,000 through, 

the issue of securities or .!'rom bank 10c..'1s., 'It has borrowed on a 

short-term 2t%no,te $200,000.. Because or market cO!'ld:t tions, and 
. . 

the decline of its earnings in 1947, App1icant Ts o,ff:l.ceI's!ceI 

th:lt it cannot at this tim~. obtain a zat:Es£acto:ry price' for 

either its COIDI:lon or prcfe.;-rcd stock. Its management, therefore, 

has concluded to ra1s~ part of its needed. cash through the iSsu~ 

and sale of' $1,000,000 of debentures .. 
, . 

It, has made, arrang.ement·s 

to sell $750,000 of the debE:ntures at par to MaszachusettsMutual 

Life Insurance Cocpany, and $250,'000 to Bankers 'Life ID:surance 

Company 0 r N e br o.ska~, 

The debentu::'E:s will b'2 Gated March 1, 194$·" 'and matu:r~ 

March 1" 1968. They, bear interezt at the rate of' 3~3/ 4%' per" 

().Mum, payable semi-annually.. The de'bentures will be iss,uedpu:r;:­

suant to the" tertlS and cond1tio!'ls of the trust indenturef.1led1n 

'this application as Exhibit "5". We find,the indentul"e' in 's'at­

::'sfo.ctory form., The payment of the d~benturcs v~ill,not,be' se":' 

cured bya lien on Applicant T s propert'1es. As as:Lriking ,f'und for 

the purcha.se ,and redemption of thed~ben;;ures,. Applicant agr,ees 

that it, will pay to the trustee ,on the first d:a.y ,of March" 1951", 

1952, a."ld 1953, the sum o~ $50,000, Ol'.ld on the .f'lr'st ,daye! ", 

March.~ 1954, the sum of $60,000, ane. that it, will also' pay to' 

the trustee the sum of $60,000 OtJ. the first day of, M'ar:ch. or each 

and every year thereaft~r 'to and inclu'ding the' first' day ef 
", " . 

March', 1967.. In li<=u ofmakine caSh, payr'.Ilcnts, ,Applican'~ may 

deliver to the trustee' :.l~c.l:r.celed debentllres. Opon 'giv:tng'tbe 
" .! " 

notic€: provided ir1 the trllst inc.cnture, Applic<:'.nt mo.y, redee:n 'the 

debentures at 'any time prior to ma'cur:tty, in wl'loleor from: time 

-4 

I 
! 

. I', 
, i 



I . 

to· time 1..."l part, 'upon payment of the principal of .the de'bontur'es 

to- be redeemed 'and interest accrued thereon to the date fixed: for 

the redemption th~rcor and a premium of 3% of sl~ch principal,. 
. ' . ..:. 

, ' '~ , 

which pre:nium shall 'be reduced by 2/10th of 1~Q01'l March .1, 1953, 

and by a.."l additional 2/10th of. 1%, on each March 1 thereafter', to" 
. .' . . .. 

andinclllding 'N~rch 1, 1967. 'Ther<:aft ~:x:-' they may 'b~ redeeoed 

without the 1'ayment of' a premi!;Ill.. If o.ny of' the debentures aro: 

redeetled f:::-oo"the p,roceedsof thcsalc:oi' any class'ofstockot'/' 

Applicant,the premium shall be cG,ual to one-half' of' 'the, then 
applicable premium for the redel:lp'·~ion ofthG d.ebentureso,thcI'wise 

than through the cinl1:ing fund.. 'Ihc sinking ft.:lncf .pa~ents ,:hcreto-
. .,' . 

fore ment1oned.:lrc applied to the r~~deo,ption of c.ebentllros. w~th-

out the payment of' a premi'l.lo, •. If'debentu~es' are r'edee:med thrb'ugh,' 

the application of funds in the sinkin'g fund 'in excess, of, 

$50,000 :tn pI'incipal amcunt in any one year prior to March 1, 

1954, or in exce$so£ $60,000 in pr.inc'ipal amou.."?ti.."l anyone'·' 

year commencing<Ma!'ch :" ~954, Or thereafter, Applicant,must P:lY 

a 'premiu:m equal to one-half of the' the.n al,plicable" :6rerrdllm for 

debentures redeemed otherv~ise than' throLlgh the'sinking' furid, pro-
, . 

vided that, if debe!ltLlres in excess of $100,000 1n'pr1nc1p4l1am'ount • 

shall be redeemed in anyone year prior to Ma.rch ,1, 1954" or 

$120,YOOO 1n pr1nci~:l: amount in any on<:: year commencing'March 1; .. .' . , 

" ' 

1954, or therea~ter, throLlgh applicz.t1on of funds' in th"csink1ng 

fund, the premium upon the prir.Lcipal &x:lount o~ ,debentures so ':-e­

deemed in excess of ~lOO,OOO or in. excess 0.£$120,.000'; as the." 
I 

case cay be, shall b,:: the tA~n applies-ole. pr~mium for th~ redemp-

tion of debentures o';herwise than tbrOilgc the sinking: f'~d. ' 

In the 1nc.~ntllI'e Applica."lt agre~s that'it will not, as 
I 

long as any 'of the dl~bentl.1res are outstanding, declare or pay any. , 
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dividends' (excepting stock dividends) on any share 'or.,!;hares of. 
, 

its cot:U:l.on' ztock or, ap?ly any of' the funds or assets' 0lf the 

company ((:xcepti.."'J.g the proceods from, the sale ofothersha:-es of 

stock) "to the plJl"chase or retiremt!nt of any sru:s.l"'C: or shares of 

common stock in 'excess' of the net income del"ivedby Applicant" 

troe the operation of its cusines= after December 3i~ 1947:,'plus 
~, 

the Sum of $250,000. It i'urther agrees that it will riot incur" 

a..."lj" current indebted.."lezs other than ordinary a¢collnts' payable" 
" 

arising out of .-the operation of its bUSiness" in. cxcesso't .­

$500,,000 at any ti'me outstanding and exprcssed to "m'ature within' 

twelv.c months from the date of tl'le indebtedness, . 

. 
App11c~t asks pcrreiss10n to use the proceeds ·from the 

salcor the $1"000,, 000 of aobentL1res for thl;: following purp~se$'~ 

To pay expenses in connectionVl1th the 
issue and sale of the debentures" aboot 

To pay tee in CO:l..."'l.cct,10n with' the' sale ' 
"of debcntt.:lres 

To ps.y' 1948, construction ~xpcnses or 'Pay 
sh¢rt-termbank loans incurred for that 
purpos,e".about 

$ ~~OOO 

, 5,000. 

987,000 

The Commission haVing consider.cd the evio.er.ce submitted 

at, the hear1.."lg had on this application b0!'or~ Examiner 'Fankhauser" 

and it being o,t the ,opinion that the money, property or,laoor t~ ~ 
• • i , 

, ' 

be procured or paid tor through the' is,sue of· said$l~,OOOJ 000 of ' .. 
, ~'.,' 

debcntures by Califor:o.1aWater & Telephone CompanY,iS re,asonably' 

reqo.1red by said company for: the purposeSher,C:i.n:stated",' wh1cn,.' 

. ) 
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'. I 

purposes, othCl~'; than the accl'ucd int~rcst a.~d payr:lont of expenses 

in~ic.ent to the! issCle one. s:J.lc of the dcbentur¢·s, are not, 'in 

whole or 1n part, reasonably chargeable to· operating exp€ns~'s or 
. ' . 

to incomo, and that this application' should be g:rantod, as· hGrcin 

provided, therefore, 

IT.IS HEREBY ORDERED as follows: 

1. California Water & ~clephone Company may issuo ~d 

. sell, art!;:r the e:f'fi;ctivo date here·of . .me on or 'b~rore' May .31, 

1948, at'not 'less tha.~ par, $1,000,000 pri.."'lcipa1 'amoll..~t of 20-

year .3-3/4% ::1nkingfone debentures due March '1.,.1968., and us.c, 

the proceeds for the purpos0s statod'in th~ 1'orogo!.ng. opini'on . 

. . 
2.' Californi.o. WI.;t.ter & Te1c!)hone Company may execute., 

after the ~ffective dat.e he:::-eof one on or beforeM'ay .31, 1948, 

a trust ind0nture in." or substantially in, .the same form as the 
. . . 

trost indenture on' file in this appli"c~tion as Exhi~it· ff.5fr • . 

.3. , Cal iforn1a Water- & T·~le phone Company shall' £il e 

with thE: PubJ:ic O~i11ties C0I:tnission .of ~e State or- California 
! ,I,' " .,', , '. 

such report, or r€:por-ts, as a;r:e' requ1:-ed by theCommiSs.1on: t s 

General Order ·No. 24-A, whic'h prder, insofar as applicable·,.· is 
. , f I 

• I, ." 

made a part· of this order. 

4. The authority hcr(:in granted will''bcco::e effective 
, " . . , 

when California Water & TolephoneCornp&ny has paid'the .feepre-
'1 

scribed by Section 57 of the PubliC Ot11ities Act, v/hich.· fee is 

one thousand'($ljoOO.OO) dolla:-s. 
. " 

5. Within thirty (;0) days aft"r the issue of said 

, $1,000,000 of debentures, California Water' & Tel€:phone Coop any 
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shall file with the Public Otiliti~s C'omm1ssion of the State of . 

California two (2) copies of the tru~t indonture executed I.lIlder 

the authority herein granted, and. a copy of each contract cover-

1ng the sale of said. $1,000,000 of deoent1.ires. ' 
~ 

~ 
Dated at San Francisco, Californ.ia~ this do·' -' day' . 

of March, 1948·. 


