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~S5 Decision No. ___ _ 

BEFORE THE PUBtIC UTILITIES COMMISSION OF THE STATE OF CAL!FOR~IA 

In the Matter of the Application of ) 
CoaChella Valley Rome Telephone & . 

. To1egraph Co., for an Ord(~r author- ) 
izing it to borrow $225,000 f=om the : 
Pacific Mutu.al Life In.surance ComprolY, ) 
to exccute.and issue a note, and to : 
execute and deliver ~ Supplemental ) 
Mortgage. : 

--------------------) 
OPINION 
,.""".-----~ 

Application 
No. 35329 

In this application the Com:nission is ask(ld to make its 

order authorizing Coach.c1la VaLley Home Telephone &: Telegraph Co. to 

execute il loan agrce1':l.a'lt with Pacific Mutual Life Insurance Company 

:md a supplemental mortg~ge and to 1 ssue a note in the princip$.l 

am.ount of $225,000 for the purpose of paying indebtedne:ss :.md of 

reimbilrsing i ts treasury. 

. Applicant is engaged in operating telephone systems in 

Riverside County. Info~tion filed ~th the COmmission shows th~t 

it has been experiencing a subs tan tial growth in its properties and 

'business to meet increasing demonds of its subscribers. In its annuru. 

reports to the Commission it has set forth its increase in plant, its 

operating revenues and net income and its telephones in service tor 

the ye~rs 1949. to 1953, inclusive, as follows: 

1949 
1950 
1951 
1952 
1953 

Increa.se in ·Pl~nt 
$164~4S0 
l44~44J. 
190,,017 
164,049 
161,197 

Opcrn.ting 
Rcvenucs_ 
$1751803 

207,066 
249,e51 
335".846 
402,;09 

Net 
Incom.e 
$19,021 
24,57l 
20,948 
42;l53 
56,516 

Telephones 
in Seryice 

3,349 
3,925 
4,446 
5,020 
5,289 

By Decision No. 46662, dated January 22, 1952, the Commis­

sion autho:ized applic~t to adopt revised rate scncdu1~s, applicable 
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to service rendercd on ond after MarCh 1, 1952, which werc'designed to 

produce an esttmcted return of 6.5% on ~~e 1952 rete base of 

$1,,008,,000. 

It ;lppears that app11cmtt ho.s obta1ned funds :for 1 ts p1.mt 

(;JCpOllsion fro::l the issue of notes .:md stocks, the incurring of' current 

obligations ~d the use of internal funds. It has not paid dividends 

on its common shares but h~s re1nvested its co.r.ncd surplus in its 

business. Its f~cial position as of February 28, 1954, as rC­

nccted by its balance sheet, is as follows: 

Assets 

Investment in plant, less reserve 
CUrrent assets -

Cash mld deposits 
Accounts receivable 
Materi~s and supplies 
Prepaid expenses 

Total current assets 

L10,"o111 ties ~nd Co.pi t:;.l 

Long-term d.ebt 
Current li~bilities 
Contributions of plcmt 
Preferred stock 
Common stock e~u1ty -

COIn:llon sto ck 
Prer:lium on stock 
Discount on long-term debt 
SUrplus 

Tot31 co~on stock equity 

Total. 

Total 

$ 17;,921 
84,004 
19,216· 

9,025 

$.310,860 
5,955 

( 5,146) 
142,527 

130,166 

!t." .. ~W+~ 

~ 329,000 
340~721 
17,412 

100,000 

454,196 

;;,kMk.W. 

By Decision No. 49196, dated October 13, 1953, the Commis­

sion autho~lzed ~pplic~t to issue ~d sell $100,000 p~r ,value or its 

common stock for co-pi tal purposes. It o.ppeo.rs applicant has been 

unsuccessful in disposing of the entire issue a.."l.c. up to the end or 
?cbru:lry, 1954, hOod sold about one-third of the ~"J.thorized .:uuount. 

It has met its rcq,uircments in part through incurring current 
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obligoltions ~d its balDnce shee-t clearly indicates th:::.t i t h~s need 

ot i'ullds from cxtcrno.l sources to liq,uidc.tc 1 ts current debt ruld to 

rC~Curse its tre~sury in order to iQprove its f1n~cial position. 

At the conclusion of' the propo:ed debt !in~c1ng, shoulc it be 

:::.pprovcd and completed, applic~tfs ca,ital ratios woul~ be as fQUows: 

Long-term debt 
Preferred stock 
Common stock eqUity 

. Total 

50% 
9 

..£ 

),.9012 

Applicant csti."'llates that c.uring the five-year p criod from 

1954 to 1958, inclusive, its earnings from operations will suffice to 

meot its capital requireuents <md sinking fund pay.m.ents on its long­

tC:r:::l debt. It has furnished the Commission 'With tabulations showing 

esti:nzted net additions to i t~ plant during the five-year period of 

$535,275 and estimated ear.nings during the s~e period of $56;,744, 

after :::.aking provision for C1v1dcnds on preferred stock and sinking 

fund pc.yrJle:'l. ts .. 

The presently outst.:.nding long-term debt of $.329,000 con­

sists of mortgage notes issued to Pacific Mutuol Life Insurance 

COr:l.pony carrying interest at the rate 0 f 4% end 4-1/4%; The proposed 

note, 'Which is the su'bj ect of this application, .".,1.1l 'bo~r iritorest at 

~~c ratc of 4-3/4% per annum, ~11 be p~yable on or before M~y 1, 

1974, znd will carry a sinking funu ooligo.tion on the part of' a,pli­

c~t in the amount of $6,000 annuo.lly, com.."Ilencing May 1, 1956. Tho 

note ~11 besuoject to prep~yment at the option of the company at c 

premium of 4-3/4% if such prcj;l2.yoc.-nt is made prior to Mc.y 1, 1955" end 

~t a prcmi~ reduced by l/4 of l% on May l, 1955, ~don M~y 1 of each 

yec.r thereafter to but not including Mc.y 1, 1973, With no premium 

being rcq.uired for prepaymcnt on or after May l, 197:3. 
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The proposed interest rz.te is high .. 1,n the light of pre­

v~ling condi t1ons" ~d if this transacti,on represented initial 

mortgo.gc financing we might not be. incl1rlee. to approve it. However" 

1 t is doubtful if' applicant could real.ize any lower effective interest 

ro.te upon refinancing its ~rezent debt ,b~~ause:of the prepo.~ent 

penoJ.ties and other expenses which i t 'Wo~d b~ called ,upon to meet. 

Fllrthc;r.t:lore, it appears that applicant Will not·be. called upon to 

cngc.gc in acldi tion~ debt financing for some time to come ~d in viCW' 

of the circumstonces surrounding this pc.rticular utility ond th1s 

po.rticuJ.e.r 1s~e" we 'Will enter om order authorizing the issue of the 

note as requested. 

o R D E R 
----~ 

The Commission having considered the above entitled matter 
. . 

ond being of the opinion that 0. public hc~ring is not necessary .. th:lt 

the a~plication should be gr~ted.. as herein provided.. that the 

money, property or lc.bor to be procured 0 r paid for 'by the issue of 

the note herein authorized is reasonably required by applic;mt for the 

purposes specified herein .. one. tho.t such purposes are not .. in '\<lhole 

or in part, reasonably chargeable to operating expenses or to income; 

therefore, 

IT IS HEREBY ORDERED o.s follows: 

1. Coachella Valley Home Telephone & TolegraphCo •. , on and 

after the effective date hereof and on or before August 31, 1954, ~y 

execute :;!. lo~ o.grccmcnt and 0. mortgo.ge of chattels tIDd may issue .:l. 

::lote in the principal amount of 0225,000 for the purposes 1ndico.teo: 

in this application. The do~ents to be executed shall be in .. or 

substont1ally in .. the s.:m.e form as those filed in this proceeding. 
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:2. Applic~t shall file 'With the Cora:nission a report" or 

reports, as required by General Order No~ 24-A, ~hich order" insofar 

as app11c~ble" is made a p~rt of this o~cr. 

3. 1'he au"thor1 ty herein grant~d 'Will becom.e effective 'When 

app11cc..."'1t h~s paid the fee ~rcscr1bed by Section 1904{'b) of' the 

?ublic Utilities Code, which tee is e~~;~oo. 

D~ted at S~ Fr~c1sco" Caliror.ni~" this 

May" 1954. 

Comm.1 ssioners 


