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Dec1s1on No .. __ 6_,",-_'1_o_7_8 __ 

BEFORE THE PUB!,IC TJTILITIFS COMMISSION OF THE STATE. OF CALIFORNIA 

In the Matter or the App1icat:1.on o~ 

CALIPORNIA WATER & TELEPHONE COMPANY 

Por author1 ty to (1) acquire steeks 
o~ COACHELLA VPJ;L"E:! TELEPHOh"E COMPANY .. 
a pu.blie ut.:11.:1ty eorporat:ton and (2) 
to issue up to 72,,500' shares o~ its 
common stoek ~ exChange tor the 
issued. and outstanding steeks ot' 
Coaehella.Valley Telephone Company" 
and (3) tor an order approV'i.ng the 
terms and eond.1 tions of such· 

Application No.. 42688 

issuance and exehaDge, after a 
hearing upon the. i"a.:trness thereof' .. 

Ba.e1ga.lupi, Elkus &: Salinger" 'by Claude N .. 
Rosenbeflt, for appJ..1eant; Jack o. sanders" 
PUblic t1l1t1es Engineer or-tEe~partment 
o~ Public Ut:1.l1t:1.es and Transportat1onof 
the C1 ty of Los Angeles" interested party.' 

OPINION 
~--------- . 

In this applicat10n" the Comm:1.es1on is asked to enter 

its order -

(2) 

(3) 

Authoriz1ng Cal1forn1a Water & Telephone Company 
to acqu1re up to 100% or the issued and out stand-
1ng sh~s of common and preferred stock of 
Coachella Valley Telephone Compar~, 

AuthoriZing Ce11i"orn1a Water & Telephone COmpany 
to issue up to 72,500 shares of its common stock" 
$12.50 par value eaCh, ~ exchange £or shares or 
common and preferred ~toek or Coachella Valley 
Telephone Company, and 

Approv1ng the terms. and conditions of such 
issuance and exchange of shares after a hearing· 
upon the fairness thereof. . 
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The application was filed on September 22, 1960. . A 

public hear1ng was held bet'ore Examiner Coleman in Los Angeles 

on November 1 ~ 1960, after notice had been g1 ven by publication . 

and by mailing to those to whom applicant 'proposes to issue its 

shares of stock. The matter was. taken under submission at the 

conclusion or the·hear1ng. 

COaChella Valley Telephone Company presently has 

outstanding 16,191 shares of common stock and 5,000 shares of 

prefe:-red stock of the par value of $20 each and ot· the 

aggregate par value or $1,623.,820. cal1torm.a Water & 

Telephone Company now proposes to make an offer to the holders 

of these outstanding shares that they exChange their holclings 

~or comz::.onshares 01: callt"o::-o:ta Water 8: Telephone Company on 

the following bases: 

9/lOths or one share or common stock of ca11fornia 
Water 8: Telephone Company for each share of' oommon 
stock of' Coachella Valley Telephone Company ~ and 

3/4ths of one share of common stock of California 
Water 8: Telephone Company for each share or preferred 
stock of Coachella Valley Telephone Company. 

Both corporat1ons- are engaged as publiC ut1l1t1es 1n 

rendering teleph~ne serv1ce ::.n portions of ~vers1de ,COunty-. 

It appears that the present exchange areas or Coachella Valley 

Telephone Company are adjacent to the o~erat1ng areas of the 

Palm SpringS ~str1ct of Cal1fornia Water & Telephone Company .. 
, 

Should ~he proposed stock acqU1s1t1on be approved and consummated~ 
, ' 

it is the :1.ntention o-r cali-rorn1a Water & 'l'el~hone Co:npany~: for 
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the t1me be~, at least, to cont1nue the separate ex1&~ence of 

Coachella. Valley Telephone Company and to operate thatcompsny' s 

properties using :personnel ot its Palm Springs District·. Appli

cant :1s ot, the op1n:1.on that the aequ:1sit;ton or eontrol, as now 

proposed, should result :1n economies in the operation ·of the' 

properties ot the two compames,· pr1manly 1n the fields 01: 

maintenance, commercial and accounting, and 1n more exped:1t:1Ous. 

handl:1ng ot 1nterexehange facilit1es, although'it was'·not in a 

pcSi t10n at the hearing to estimate the effect of such 88.v1llgs~', ' 

dollar-Wise. 

With respect to the issue and exchange ofstoek". 

the ev1dence shows that the book value of the CoaehellaValley 

Telephone Compa,ny's common stock as or July 31, 1960, was 

$22.43 a share, that such shares are not tra.ded on the market 

and that it has not 'been the practiee o! the company to'pay 

cash d.1v1dends. As to the preferred shares of: COachella. 'Valley 

Telephone Company". the holders. of these are entitled to, and 

have received., quarterly diVidends at the rate or 25 cents. a 

share. 

On the other hand, the common shares ot: ca11t:orn:ta' 

Water «Telephone Company as of' July 31, 1960,· had a book value 

of $21.42 so that 9/lOths or th:1s amount, being the t'raet1on to 

be . g1 ven in exchange tor each share of' Coaehella Val.ley. Telephone 

Company's common stoek, is $19.28. The test1monyshows that. 

app11cant's common shares are traded on the over-the-cou.~te~ 

market, the prevailing pr1ce being approXimately $30 a share# 
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and that d1ndends have 'been paid for many years, those £or the 

last five years be~ $1.00 a share in 1955 and 1955;$1.20 a 

share in 1957 and 1958; $1.22 a share in 1959.. w:t th 'a further 

increase to $1.36 in 1960.. Should all the outstandlllg shares 

o~ Coachella Valley Telephone Company 'be s'UXTendered tor 'exchange, , 

applicant will be called upon to issue up to 72,500, of: ,its shares. 

Applieant presented test1mony show:tng that d~ 1960 ,the oper

ations o~ CoaChella Valley Telephone Company should produce an 

estimated amount ot: $1.86 a share on 72,500 shares". as-compared 

-.doth the current d1ndend rate o~ $1 .. 36 a. share". and that said 

estimated amount of $1.86 a share is appro~tely the same as 

applicant expeets to earn on the average amount or all its 

common shares outstanding during the current year .. 

The Comm1ssion recently has reviewed ,the res'Ul ts of' 

operations of Coachella Valley Telephone Company and by Dec1s:1on 

No. 59765, date<.'!. March 8, 1960, a.pproved. 1ncreases in rates 

which were deSigned to produce a return of 5.8% on a rate 

base of: $4.,303,344 for the es.timated year 1960" and at the 

same t~e d1rected Coachella Valley Telephone Company to make 

certain improvements to its facilities and serv1ce, which 

improvements.. according to the record now 'bef"ore us" 'dl1 

call f"or the expenditure of a.pprox:tmately $1,150,,000 during 

1960 and. $1,100,000 durtng 1961. 

ca1~rorn1a Water & Telephone Company opera.tes telephon~ 

exeh~s outSide or Riverside County, one of' wh.!.ch exchanges, 

to'!" the most part, is ~ th:1n the C~tY' of' ~3-Ange1es ' ar.d.~he 

- 4 -



e 
A.42688 MON 

company is one of four companies proV1~ telephone service 

w:1.th1n the extende<i area or the Cj.ty or Los Angeles. The . City 

or Los Angeles" through its representatlve, stated that it was 

not opposed to the ac~s1t1on of Coachella Valley Telephone 

Company by californ1a Water & Telephone Company proVided· that 

the Commiss1on condition suen acquisition with adequate safe

guards so as not to cast a cost or' rate burden upon' the present 

telephone su'bscr1'bers. It appears to 'be the thought or- the 

City that t.."'le proposed stock transfer and the ult1matetransfer . 

of the physical properties could burden the metropol1tanarea 

telephone subscribers of ca11rorn.1a Water &; Telephone' Company 

by requ:tr1ng lUgher over-all system rates. 

We have considered tMs. application carefully. The 

matter or rates" or course" .1s not before us at this t1me nor 

1s the transfer of the properties or Coachella Valley Telephone 

Company a part or this proeeed1ng.. From the eV1dence'bef'ore us." 

it is clear that the proposed ae(1u:ts1t10n o~ stock by Ca~1.torn:ta 

Water & Telephone Company W1ll not result in any increase 1n 

rate 'base or o:perat1ng expenses mth respect to the telephone 

~ystem or COaChella Valley Telephone Company; that theoper

ations or coaChella Valley Tele~hone Company should be ample 

to pronde for the d.1V1.dends on the shares o~ stock which 

calif'orn1a Water & Telephone Company now proposes to issue; 

that there should 'be no dra1n on the resources of the' ensting 

telephone bUSiness or applicant 1n meeting the re~rements· it, 

will assume upon complet1on or the transaction coveredb7 this. 

app11cat!on; end that ca.J.1f"orma Wate!" & Telephone CompanY:' 
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should 'be able to finance the cost of plant· additions more 

readily and at a lower rate than could Coachella Valley ~elephone 

Company. We t1nd and conclude therefore (1) that the proposed 

1ssuance and exchange of secur1 t1es 15 for a proper purpose and 

that the terms and conditions· of such issuance and exehaDge are 

fair; (2) that such 1ssuance and exchange of .secur1t1es should 

be approved; (3) that there 1s no necessity. to attach .to our 

authority any cond1t1on with respect to rates as requested by 

the City or Los Angeles; and (4) that the proposed acqu1s~t1on 

by ca11fornia Water & Telephone Comp~ of control of Coachella 

Valley Telephone Company is not adverse to the pub11c interest. 

On the bas1s of these t1ncB ngs, we Will enter our 

order grant1ng app11eant's. requests.. ~s order 1s not to. 

be construed as a !'1nd1ng or the vaJ:ue ·of the stock and propert1es . 

of Coachella Valley Telephone Company nor as 1ndicat1veof amounts 

to 'be 1ncluded 1n a future rate· base for the determination of' just· 

and reasonable rates. 

ORDER -....-._- ..... 

A pub11c hearing haV1ng 'been held on the above-ent1 tled. 
' ... 

matter and the Comm1ss1on be1Ilg of the- op1n1on that the. money, . 

property or labor to· be proeured or paid for by the- issue of 

the stock herein authorized 1s reasonably requ,j,red ~or the 

purpose specified here1n~ and tha-:: such purpose is not~ in 

whole or in part, reasonably chargeable to· operating expenses 

0:- to 1ncome; therefore I 
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IT IS HEREBY ORDERED as follows: 

1.. cal1forn1a Water & Telephone Company may acqUire 

and hold up to 100% ot the issued an~ outstand~ng shares or 
common and preferred stock of CoaChella Valley Telephone 

Company. 

2.. ca11form.a Water &: Telephone Company ~ on or after 

the effective date hereof and on or betore June 30, 1961, may 

1ssue up to 72,500 shares or its common stock, $12.50 par value 

each, in exchange for shares or common and preferred stock' or 

Coachella Valley Telephone Company at the exchange ratiOS and 

on substantially the same terms outlined in this application. 

The Commission hereby approves the terms and cond1t1ons of 

such iss'Uallce and exchange of shares of stock .. 

3. california Water & Telephone Compar~ shall~le 

Wi th the Comm1ssion a report, or reports,. as requ1:red by 

Qeneral Order No. 24-A, which order, inSOfar as. applicable ~ 

1$ mad.e a part of this order. 

4. The authOr:1.ty herein granted shall become, erfective 

20 days af'ter the date hereof .. 

8m Franc:i3c..'O-Dated at ______________ 1 californ1a, 

this ~daY of ----c~:::E::::=:I!c:II!::::d:~~:z:::_ 

.. 7 -


