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Decision No. 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~atter of the Applic~tion of 

CALIFO~~IA WATER & TELEPHONE COMPANY 

to issue end sell $5,000,000 

princip~l ~mo~t ot its First 

Mortgage Bonds) 4-5/8% Serie~ 

due 1991 

Applicat10n No. 45919 
Filed October 30~ 1963 

Bac1g;:lup1, E1kus & Salinger by Cla.ude N. 
Rosenber~ a.nd Tac.1n1 Baci,Q;alu~i " Jr •. , li or 
Ga11fornis Water & TelcpEone ompany, 
applicant; Robert H. Schnacke for Ha1sey, 
St~art « Co. Inc., protestant; and 
Sidney J. Webb for the Commission staff. 

o PIN ION ---...----

California W~):i::er & Telephone Company has filed th~.s 

~pp11cat!o~ reques~ing authorization to issue and sell $5,000,000 

p:::'incipaJ. amour.t of its first mortgage bonds 3 to execute and 

deliver a s~pplemental indenture and for exemption from the 

:-equiremcnts of the Commission's compct1tj.ve bidding rule with 

respect to such iSSu.e of first mortgage bonds. 

?~blic hear1ngo on this matter were held be~ore 

EY~niner Donovar. in San Franc1oco on November 18 , 19 a~d 20> 

1963~ the 1natter being taken under submission on the latter 

date. 
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California Water & Telcpr.one Company 1 applic~nt 

herein, 1~ a public ut11ity engaged in the business of render-

1ng telephone and water serv1ce 1n var1o~s sect10ns of the 

St~te of Ca11fornia. As of September 30, 1963 it repnrts an 

investment in ut111ty properties, less accrued depreciat1on, 

of $120,709,574. Its utility operating 1ncome for the nine 

~onths ended September 30, 1963, is reported to be $8,617, 497, 

and its net 1ncome transferred to sur~lus for the s~me period 

is reported 'co be $3,664,,966. 

The bonds that applicant proposes to issue ~~ll 

bear intere3t at the rate of 4.625% per annum" will mature 

~ay 1" 1991" ~nd will be callable prior to May 1, 1970, at 

a premium of 4.625%, and thereafter at annually decreasing 

premiums, provided" however, th~t the bonds may not be re­

dec~ed prior to May 1, 1969" d1rectly or indirectly, f~om" 

O~ in anticipation ~fJ any borrowings by the company having 

an effective 1nterest cost to applicant of less than 4-5/8%. 

Su'::lject to receiving autho::'ization from the CormiuS,sion, the 

cmr.pany propos~s to sell the bonds at private placement to 

seven institutional buyers as follows: 

Bankers Trust Company (purchaser as 
trustee for twelve pension ~lnds) 

California State Employees Ret1rement 
System 

California State Teachers Retirement 
System 

L¢s Angeles County Employees Retirement 
Assoclatj.on 

Aid Associatio~ for Lutherans 
Mode~n Woodmen of Amer1ca 
Occid~ntal Life Insurance Company of 

Cal:Lfol"nia 

Total 
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$J. , 500,000 

750,000 

750,000 

1,000 .. 000 
500,.000 
250 .. 000 

250,000 

,~5 l 000,,000 
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In order to proceed with its plans, the company 

requests the Commission to exempt thc issue froln competitive 

b1dd1ng. The test1mony offered by applicant in support of this 

request was to the effect that it had engaged in rather extensive 

negot1ations tor the sale of the securities; that the terms and 

conditions finally determined compared favorably with those 

obtained by other uti11ties 3el11ng bonds recently; that the 

1nclusion of a restricted redemption provision in the teru~ of 

bonds of the nature of the proposed 1ssue, 1n general, 1s 

requ1red by inst1tutional buyers and results in a better sale 

pr1ce than otherw1se would b~ the case; and that there would 

be substantial expenses 1n issuing the securities under com­

pet1tive bidd1ng, such expenses occurring primarily in 

connection With the reg1stration of the securities and 1n 

~de~wr1ter=! commissions. App11cant's bonds which presently 

are outstanding were d1sposed of by pr1vate placement and are 

not rated or traded on the market. 

Halsey, Stuart & Co. Inco 3 investment bankers~ 

~n~ered an a~pcarance 1n this proceed1ng to protest the granting 

at the requested exemption from the provisions of the COmmiSSion's 

competitive bidding rule. Applicant'S attorney objected to the 

~ppearance of Halsey, Stuart & Co. Inc.) on the grounds that such 

appearance would not be 1n accord with the prov1sions contained 

in rules 45 and/or 46 of the Commiss1on's Rules of Procedure and 

moved that the appearance of Halsey, Stuart & Co. Inc., be 

vacated. The motion of applicant was taken under submission for 
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s~bsequent ruling and the hearing continued. While it could ~e 

contended that Halsey J Stuart & Co. Ino., 1s noJc Do custor.o.cr of 

app~1cant or othe~rlse a p~rty with a d1rect interest in the 

proceeding, nevertheless, this Commission 1n the past has 

allo~ed said company to part1cipate 1n proceed1ngs involVing 

s1~lar 1zsues. It 1s now, and has been, the Comm1ssion t s 

desi~e that it be fully infor~cd on all matters which may 

properly come before 1t. Tne participation of Halsey, 

Stuart & Co. :nc., in this proceeding could provide the 

Co~~ss1on w1th data not otherwise re~d11y available. For 

these reasons the motion of p'),pplicant to vacate the appearance 

of Halsey" Stuart &: Co. Inc. J as ~ protestant ',.,111 'be den:ted. 

Halsey, Stuart & Co. Inc., here1nafter reter~ed to 

as protestant, offered testimony to the effect that applicant's 

:.:'roposed bond 1ssue 1 whil~ regarded as small 1n investment 

ba:lld.ng e1::'cles I • .... 805 or sufficient size to attract bids if 

offered tor sale ur.der competitive bidd1ng; that the best 

possibll':' tel":ns and conditions could l generally speak1ngl only 

be obtained through competitive bidding; that by a public 

oft'e!'ing n.n active market would be created \'rhich rn:!.ght afford 

applicant an opportunity to reacquire its ~ecu::'it1e= at ~n 

advantageous price to meet sinldng :f.'\md requirements; that 

app11cant 1s bonds would then be rated as to quality; and 

that a ~~der distribution of applicant1s securit1es would 

result thus broadening the market for future sales of 

app11c~nt r s secur·1tieo. 
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In considering an applicati~n tor an exemption from 

the provis1ons of the competitive bidding rule, the Commission 

must be conv1nced that adherence to the rule would be other than 

1n the public intcrc3t. Based on the record in this proceeding, 

it appears that the terms and conditions under the proposed 

private placement are about equal to those which might pre­

vall under compet1tive bidd1ng. Under such cond1tions the 

Commission could c~nce1v~bly deny app11cant's request tor 

exemption and require adherence to its competitive b1dding 

rule; however, the eV1dence 1s quite clear that to do so at 

this time would unduly del~y applicant's procurement ot needed 

funds for a per10d of about tour months and thus interfere with 

its planned construction program, wh1ch delay would not be in 

the public interest. In add1t1on, because of changes in market 

cond1tlon3 wh1ch have occurred s1nce the matter was subm1tted, 

it does not now appea~ that ~ppllcan'c would be able to realize 

~s advantageous terms under compet1tive b1dd1ng as it will under 

th~ proposed private placement. 

Under the conditions herein stated,as they apply to 

the propooed issue, the Commission will grant applicant an 

exemption from the competitive b1dding rule. Applicant is 

placed on not1ce that in any future proceeding involving a 

requested exemption from the provisions of the competitive 

bidding rule, it w1ll be requ1red to provide eVidence wh1ch 

w1ll demonstrate clearly and convincingly that adherence to 

the rule would be other than 1n the pub11C interest. 

Applicant proposes to use the proceeds to be received 

from the sale of the $5,000,000 of bonds to pay expenses incident 

to the s~le~ which are estimated at $25,000, and to reimburse 
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its treasury tor funds already expended for construction, com­

pletion, extension and 1mprovement of 1ts facilities wh1ch were 

not obtained from the sale of ev1dences of ownership or in­

debtedness. The record shows that app11cant, upon reimbursing 

its treasury, will have need for the cash to enable it to repay 

short-term bank loans which totaled $4,050,000 at September 30, 

1963 and to proceed with 1ts 1964 construct1on program which, 

according to the testimony, will aggregate about $16,000,000 

1n 1964. or th1S amount approximately one-half will be 

available from internal ~ources, leaving a balance of approXi­

mately $8,750,000, plus prov1sion for adequate work1ng cap1tal, 

to be f1nanced from outs1de sources. It appears that bank 

credit 1s ava11able to provide funds to supplement the proceeds 

from the present bond 1ssue tor the above purposes. Upon the 

conclusion of the f1nancing, app11cant's eap1tal rat10s as of 

September 30, 1963 would be as follows: 

Bonds 
Debentures 
Preferred stock 
Common stock equity 

Total 

$ 52,000,000 
6,875,000 

12,438,750 
48,375,255 

~119r689,002 

43.5% 
5.7 

10.4 
40.4 

From a review of the app11cation 1 testimony and 

eh~ibits, we find that (1) applicant will have need for ex­

ternally generated fUnds for the purposes indicated 1n this 

proceeding; (2) an order is warranted authorizing the issue 

of the bonds; (3) an order requiring applicant to sell the 

proposed issue o~ bonds in ~ccordance with the reqUirements 

cf the Commiss1on Ts competit1ve bidding rule would not oe in 
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the public interest; (4) the terms of the proposed bond issue 

are not adverse to the public interest; (5) applicant would be 

reqUlred to pay a higher interest rate in the absence of a 

restricted redemption provision; (6) the ensuing lower 

financial r~quir~ments Will inure to the benefit of the con­

sumer; (7) the money, property or labor to be procured or 

paid for by the issue of the bonds herein authorized is 

reasonably required for the purposes specified herein; and 

(8) such purposes, except as otherwise authorized, are not, 

in whcle or in part~ reasonably chargeable to operating 

expenses or to 1ncome. 

Based upon the foregoing findings, we conclude that the 

application should be granted. The action taken by the Commission 

on the company's present application is for the issue of 

securities only and shall not be construed as indicative of 

amounts to be included 1n future proceed1ngs for the purpose 

of determin1ng just and reasonable rates. 

o R D E R 

IT IS ORDERED that: 

1. The issue by Californ1a Water & Telephone Company 

of $5,000,000 of First Mortgage Bonds, 4-5/8% Series due 1991, 

hereby is exempted from the Commission's competitive bidding 

rule which ~s set forth in Decision No. 38614, dated 

January 15, 1946 1 as amended. 
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2. California Water & Telephone Company may execute 

and deliver its Twenty-second Supplemental Indenture in the 

same form, or in substantially the same form, as that filed 

in thiS proceeding as Exhibit No. 3 and may issue and sell 

said $5,000 1 000 of Pirst Mortgage Eonds, 4-5/8% Series due 

1991, at not :ess than the principal amount plus accrued 

interest and may use the proceeds for the purposes indicated 

herein. The accrued interest may be used for said purposes 

or for general corporate purposes. 

3. California Water & Tele~hone Company shall file 

\~th the Comm1ssion a report, o~ reports, as reqUired by 

General Order No. 24-A, which orderl insofar as applicable 1 

is made a part of this order. 

L!.. The mot1,on of Californ1a Water & Telephone Company 

to vacate the appearance or Halsey, Stuart & Co. Inc., is denied. 

5. This order shall become effective when california 

Water & Telephone Company has paid the fee prescr1bed by Section 

1904 (b) of the Public Utilities Code, which fee is $3,000. 

~ 
Dated at San Francis co, california I this ~ 1 - day of 

DECEMBER J 196 ~ • 

PUBLIC UTIUTIES COMMISSION 
~TATE Of CALlFO.RN1A --

co.mnassioners 

CO!lmi!';:::ionor Potor E. Mitchel!, bei11! 
ncce:::s~rily nb:cnt, cid not pa~t1c1pate 
in the disposition ot thls PNceOa~ ... 


