
Decision No. 47309 OR'OBIAl 
BEFOP.E THE PUBLIC UTILITIES COMMIS,SION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of 

' .. "/ 
I 
j 

CALIFORNIA YATER & TELEPHONE COMPANY 

~, · ) 
· · for a permit to issue and sell ) 

debentures. : 

------~~~-~----~----) 

Application 
No. 33430 

Bac1galupi~ Ellrus &: Salinger,,' by Charles ~. 
Elku~" It. and Charles Cole, for applicant. 

In this applicution California Water &: Telephone Company 

seclts an order exempting from competitive bidding a proposed issue of 

$3"000,, 000 of 4-1/4% debentures d:ue 1977 nnd authorizing the sale or 
,. ~"" 

such debentures at private placCr::l.ent at their face value plus accrued 

intcr0st~ for the following purposes: 

(a) 

(b) 

( c) 

To redeem all of applic~tts outstand­
ing 3-3/4% Sinking Fund Debentures in 
the principal amount of $900,,000 plus 
a premium of 3% $ 927,,000.00 

To pay expenses in connection with the 
issuance and sale of said debentures" 
including fec for special counsel for 
the purchasers I and in connection 'With 
the redemption of said 3-'3/4% Sinking 
Fund Debentures 16.)000.00 

To provide funds·to carryon appli-
cant's 1952 construction progr~ and 
to repay Shorttcr.m b3nl~ lo~s 2,057,QOO.OQ 

Total i3,QOO,OQQ.QO 

Applic:mt proposes to' enter into contra'cts for the sale of 

its debentures to New York Life Insurrmce Company, Mutuel Life Insur­

cn.cc Comp~y of New: York, Massachusetts Mutual Lite Insurance Compsny 

and BDllkers Life ·Insul''''-D.ce CompmlY of Nebrnska. 
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The ~pplication shoW's tho.t the debe.."ltures will be issued 

under ond pursuant to the terms of an Opcl'l-c,"ld indentUre which 'Will 

~er.mit applic~t1 subject to recciving ~uthoriz~tion from the Commis­

sion~ to issue additional debentures 1 in series, from t~~e to time cs 

applicant's board of directors may detcrminc1 the various series to 

have such interest rates end dates end other f'ectures 1 subject to the 

li."'lli t:;.tions set forth in the indenture1 o.s the board ma.y fix. No 

addi tional debentures may be issued" however, 'l.mless the net e~m1ngs 
\ 

for a period of ,:wolve consecutive months ending not more than ninety 

d::1.Ys prior to the filing of on o.pplico.tion with the trustee for such 

debentures sh~l have been at lc~st two times the .mmucJ. interest 

cho.rges on the bonds or other obligCltions 'Which r:mk prior to the 

debentures and on the debentures outst~ding ru:>.d those proposed to be 

issued" nor Iruly cmy debentures be issued in &l omount which. 'Would 

rcsul t in the :f\.mded debt of the compony exceeding 62~1/2% of' 1 ts 

c~pit:llization. 

It appears that applic~t pres~tly has outstonding 

$900,,000 of 3-3/4% debentures,. originally in the totru. amount of 

$l,OOO~OOO, w.ich were issued under the terms of a closed indenture 

limited to $l~OOO,OOO which" by its terms" prohibits s.pplicont, so 

long as any of s~id dob~~tures ~rc outst~~ding, from incurring~y 

indebtedness other than ordin~ry accounts paycblc ~d th~t repre­

sented 'by bonds end certain other borrowings, ~s set forth ill the 

:Lndcnture. For this reD-son it is neccssClry for z-pplican t to redeem 

the presently outst.mding issue in oreer to proceed with its proposed. 

finoncing progre.m. 

The record shows thc,t applic2nt is fnced with the necessity 

of obt~tng additioncl funds from outoidc sources ?nd th~t ufter 

investigo.tion 1 t hc.s concluded the issue of debentures, r~ther th.:m 

some other form of security, should be undertaken at this time. In 
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its opinion the issue of , shares of stoCk, oither preferred or common, 

is not fC<lsiblc at thc present and the issue of bonds would increase 

t.."le bond position in its CD-pi tel structure to a higher level thml 

would be desirable. On the other hand, the issue of debentures shouJ.d 

provide D. m:.rgin of pl.:mt expenditures upon 'Whi<m applicont con bc.se 

future issues of bonds in the evant it finds :Lt necesso.ry or desirable 

to issue them _ In this connection, nppl:l.:e.:mt's eapi tal ratios as of 

MarCh 31, adjusted to give effect to the issue of $1,000,000 of bonds 

in April ond the proposed r~tios giving effect to the 1 ssue of tne 

debentures, are Show.n below: 

Bones 
Debentures 

Sub-tott'-l 
Preferred stoel!: 
Equi ty capi t<ll 

Totru. 

Morch 31.1952 
52% 

--l 
. 55 

16 
~ 
100% 

Pro FOrma 
48% 

~ 
15 

...1:1 
100% 

At the hearing held in this matter applicant presented 

testimony indicating that the terms of the debentures are in line 
Wi th 1:.sucs of o.pproxim<ltely the some size made by oth(~r utili tics. 

The testimony shows thnt recent issuos of rcll:l.tivcly smAll blocks of 

bonds were sold by other utilities on bases rznging fro~ 3-l/2~ to 

3-7/8%" ~d of debentures r~ging from 4% to 4-7/8%. Applicant pOints 

out that in April of this YC.::lr it sold its first mortgn.ge bonds on a. 

3-7/8% b~sis" ond it is of the opinion tht.t ~ different:L~l of 3/8 of 

1% in m<lrkct1llg debenturcs is not unrc~son~blc. 

Applicmlt is of the opinion th~t better results con beob­

tD.ined at this time by 0. ncgot1c.ted pla.cem.ent then by meons of ;;m 

invitD.tion for competitive bidding. It reports tha.t the present 

negotiations have been conducted by its ow.n officers with no payments 

to underwriters or others for finders' fees, that it ~ill s~ve the 

expense of registration with tho. Securities and Exchengc COmmission 

which it estima.tes might run as high as $40,000, and underwriters' 
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cOmmissions" :md tho.t o.i'ter discussion 'With investment bcmkers it hClS 

concluded it would be qucstion~ble if ~y bids would be received, 

shoUld they "oe 501101 ted, at prices better thml thn:t proposed in this 

~pplication. The testimony docs not disclose DnY otterings of deben­

tures by other utilities in rcc~t months at competitive bidding. 

Infol'fl'lCtion filed 'Wi th th.~ Coznmission shows th~t for Do 

number of yael's ~pp11cant ho.s been eng~gcd in ~ continuing construc­

tion progrOlll to meet demcmds of 1 ts customers for ne'~, end incre~sed 

service. It reports i ts 0stiI:l~,tcd expencl1 tures during 1952 in the 

~ount of cpproXim~tely $5,900,000" ~d it cstimctes th~t. approximcte-

1y $700,000 of this mnount will be obt~1ned. from inte~m.~ sources 

leo.ving 0. bal~~ce oi' approxim~tely $5,200,000 to be rec~ized through 

the issue of sccuri tics. The estimc.ted expenditures ;lre segregcted' 

~s follows: 

Telephone Depo.rtment -
Routine cst~tes 
Specif1c csttmo.tes -

Buildings <md lond 
Centr~ office equipment 
Station equipm.cnt 
Outside pl~t 

Tot~ Telephone Dep~rtma~t 
Wo.ter Department -

Rou'tine pipe line extensions 
Hydr<:nts 
Services 
Hetcrs 
Orfice equipment . 
G::tl'nge, shop & miscellnneous distribution equipt. 
Cemc.."lt lining of tl':msmission <md distribution 
J:ll:.ins 

Additional. filter tmlks - Hontcrey 
Pumping plants end additions ~~creto 
L~d 
Additional storage facilities •. Monterey 
Tr~smiss1on and distribution m~in extensions 
~d rencw~ls 

MiscellDnoous construction jobs 

Total Water Depc.rtmcnt 

Tot.:W. 
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$1,055,335 

428,050 
1,578,630 

292,5:30 
1.547,580 
4,902,125 

16" 572 
27,516 

122·,365 
70,736 
18,910 
48,754 

133,990 
18,157 
40,724 
65,800 
55,304 

31697$ , . 

117,193 

1·950,999 
§5.?53.124 



A. 33430 ~1MW e 

The Commission h~s received no protest to the gr~t1r~ of 

~~s applic~tion. Upon ~ review of the evidence it cle~rly appe~rs 

thc.t applic;mt hc.s need for o.cldi tior.u funds ond that the Commission 

is w~rr~ted in exempting the proposed issue from competitive 

bidding. 

A public hearing h~ving 'been held: on the above e:l'lti tled 

~~ttcr, und the Co~~ssion hc.ving considered the ev1d(mc~ end being 

of the opinion that the ~pplic~tion Should be gr~ted1 as herein pro­

vided; that th~ money, property or l~bor to be procured or p~id for 

by the issue of ~"le deben:tures heroin c.uthorized is rE~ason~'bly re­

quire,d by c.ppliccnt for the purposes spec1fiecl herein;, end thc.t such 

;purposes, except the pz-.yment of. reeemption premi'U.."':l.s, E~xpcnses and 

i.'"lterost" Core not" inwholc or in P<l:rt, rcason~b1y ch;;~rget.ble to 

opernting expenses or to incooc; therefore, 

IT IS HEREBY ORDERED o.s follows: 

1. The issue by Californio Wc.ter & Telephor.~e CompilIlY of 
. 

$3,,000,000 in principal c...'1lount of its 4-1/4% debcntur€~s hereby is 

exempted from the requirements of' the Cornzr.ission's competitive bid­

ding rule set forth in Decision No. 386l4, d:~ted Jznu~,ry 15, 1946. 

2. C~lif'omi~ W<lter .&, !elephone COl':".pony, :1fter the 

effective d~tc hercof ~d on' or before Scpt~ber 30, 1952, may exe­

cute nn indenture in substa."lti~lly the smnc form as tho.t filed in 

~~s proceeding ~s EXhibit B and n~y issue wad sell sc1d $3,000,000 

of debentures at the p rice of 100% of the principcl runount thereof, , 

plus ~ccrued inte~est, for the purposes set forth in the debenture . 
purchase ~reClTlent filed herein. Th'c accrued interest mc.y be used 
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A.33430 MMW 

for said purposes ~d for general corpor~te purposes. 

3. Califomio. Water & Telephone Comp:my shall file with the 

Comruission a report, sh·owing the ~ount of debentures sc)ld under the 

auth,ority herein gr~ted" the names of the purchasers" the date of the 

s<lJ.e ~nd the price at which the sue lmS made" such filing to be made 
1 

'Wi thin thirty (30) dOoYs after delivery of the debenturE~s. 
I ; , 

'1,1'" , 

4,. The authority herein gr,antcd will become effective when 
, ' ,t • 

Colifornia W~ter & Telephone Comp~y ho.s po.id the fee prescribed by 

Section 1904(b) of the Public Utilities Code" ~ich fee is one 
, ' , (\,1', \ j; 

thous~e five hundred fifty ($1,550.00) dollars. 


