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De ci sion No. _--t;:; .......... ~ t",,2-..:;h...;;.· I!...;A:-_ 

BEFORE THE PUBLIC OTILITIES COMViISSION OF THE STATE OF CALIFOP]IA 

In tl:.e Natter of the Applic~t1on 

of 
Application No. 39758 

CALIFORNIA ~·ATEB. & TELEPHONE C01·~Pl~~Y 

to issue and sell bonds. 

Bacigalupi, Elkus & Salinger, by Charlqs 
.Q& X. F.lku.£, 1!.:., and Alvin R. P~lavin, for 
Applicant. 

In this application, Californi~ Water & Telephone Company 

seeks authorization to execute ::. supplemental indenture and to 

issue and sell $6,000,000 of first mortg~tge bonds. 

The app11c~t1on was filed on January 27, 1958. A public 

hearing was held before Ex~~1ner Coleman in San Frnncisco on 

February 7, 1958, at which time the matter was taken under sub­

mission. The Commission has received no protests in the proceeding. 

The bonds will bear interest at the r~te of 4-3/8% per 

annum, will mature on November 1, 1986 and will be callable prior 

to November 1, 1962 at a premium of 7.50% and thereafter at 

annually decreasing premiums, provided, however, that the bonds may 

not be ~edeemed prior to November 1, 1962, directly or indirectly, 

from, or in anticipation of, any borrowings by the company or the 

proceeds of the sale of any security. A~plicant proposes to sell 

the bonds to four institutional buyers as follows: 
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John Hancock Hutual Life Insur~·.nce Com?any 
Aetna Lire Insurance Company 
California State Employees t Retirement 

Syste::l 

Dccidental Lire !nsurance Company of 
Ca11t'ornio. 

Total 

~:,2 , 000 , 000 
1,500,000 

1150°1°00 

1.YOO.OOO 

~610001000 

In order to proceed with its ,lans1 the company reauests 

the Commission to exempt the issue from its competitive bidding 

rule. The testimony offered in support of its rc~ucst shows th~t 

applic~t has had extensive negotiations for the sale of the 

securities, that the terms and conditions finally deter~ined compare 

f~vor~bly with those obtained by other utilities and that there 

'Will be substilntial savings in the expense of issuing tl1.e securities 

if the negotiated sale were to be accomplished, such savings 

occurring primarily in connection with the registration of the 

zecurities and in underwriters' commissions. Applicant's bonds 

whiCh presently are outstanding are not ~ated and are not traded on 

the market. 

The record shows that the proceeds to be r€ceived from 

the sale of the ~~6,OOO,OOO of bonos will be utilized to 'Pa.y 

expenses incident to the sale, which are esti~ated at apprOXimately 

$22,600, and to reimburse the company's treasury for funds expended 

for construction, completion, extension and improvement of its 

facilities which were not obtained from the s~le of evidences of 

ownership or indebtedness and to enable the company to proceed with 

its 1958 construction program. In Exhibit A applicant reports 

capital expenditures, as of November 30, 1957, of $8,119,066 whiCh 

had been financed With tre:!l.sury' cash and in Exhibit No. 1 it sets 

forth its 1958 estimated const'ruction expenditures in the amount of 

$13,045,000. 
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From a revie~ ... of the application and the tostirn.ony, it 

1s clear tha.t applico.nt '¥Till hs,ve need for external funds for the 

purposes indicated in its application and that an order is warrJ~ted. 

of bonds from the Commission's compctitiv~ bidding rule. At the 

conclusion of the finoncing, ap}"llic.;mt T scapi tal ra'l::ios, b;;'l.sed on 

its December ~l, 1957 balances, Will be os follows: 

Bonds 
Debentures 
Preferred stock 
Co~~on stock e~uity 

Total 

$30,250,000 -
7,625,000 
8,812,000 -

20 •226 ,554, -

$76,913.554 -

39.3% 
9.9 

11.5 
39.3 

100.0% 

It is reported that approximately $2,700,000 of internal 

runds will be available during 1958 to meet the comnanyts c~pit~l 

reqUirements leaving a balance of approximately $5,000,000 more of 

outside ~~ds which will have to be produced later in the year. 

Applicant reports that adequate brull< credit is available to cover 

t..'I-).is need, should this be deemed deSirable, but that presol'ltly it is 

antiCipated addi t10nal eCl.ui ty financing will be undertaken 1n the 

sumoer or early fall. 

The action on the companyrs present application is for 

the issue of securities only and shall not be construed as indicative 

of a"llounts to- be included in a future rate base for the purpose of 

determining just and reasonable rates. 

A public hearing having been held on the above-entitled 

~atter and the Commission having conSidered the evidence and being 

of the opinion that the application should be granted 1 th~t the 
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money, property or labor to be procured or paid for by the issue 

of the bonds herein authorized is reasonably rc~uircd for the 

purposes specified herein and that such purposes~ except as 

otherwise authorized, arc not, in whole or in part, reasonably 

charge~ble to operating expenses or to income; therefore, 

IT IS BERFEY ORDERED us followz: 

1. The issue by California 1{ater & Telephone Company 

of ~:;6,OOO,OOO of First II'J.0rtgage Bonds, 4-3/8% Series, hereby is 

exempted fro:n the Commission's competitive biddine rule set forth 

in Decision No. 38614, dated Jcnuary 15, 1946, as amenctcd. 

2. California Water & Telephone Comp~y may execute a 

sUpplemental indenture in, or substanti~lly in, the same form as 

ti1at filed in this proceeding as Exhibit C, and may iss~e 'and 

sell said ~>6,OOO,OOO of First Mortgcge Bonds, 4-3/8% Series, 

due 1986, at not less than the principal amount thereof, plus 

accrued interest for the purposes indicated herein. The accrued 

interest may be used for said purposes or for general corporate 

purposes. 

3. California Water & Telephone Company shall file a 

report, or reports, as recuired by General Order No~ 24-A1 whiCh 

order, insofar as applicable, is made a part of this order. 

4. The authority herein gr~ted will become effec­

tive when California Uater & Telephone Company has paid the fee 
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~rescribed by Section 1904(b) of the Public Utilities Code, wnich 

re~ is $3,500. 

Dated at _S_o.n_F_f_n':l_clscQ ___ :I Cali:f'orni.3., this /1 -/£ .x.J -da~r 

of _..;.1='_E~8 R ...... Uo;.;.A...,RY ____ , 1958. 
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