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Decision No. 

BEFORE ~!E PUBLIC UTILITIES COMMISSION OF n1E STATZ OF CAtIFOL~IA 

In the Matt~r of the Appli~ation of ) 
CALIFORNIA INTERSTATE TELEPHONE . 
COl'-1PANY for authority to issue and ) 
sell 35,000 shares of its $20.00 : 
Fer Value Cumulative Preferred Stoek, ) 
,.50% convertible S~rics. . . 
---~~--------~-~~--) 

Al"P11c.:l.tion 
No. 38111 

(and Alnendmel'lt) 

In this ap,lic.:Ltion, as amonded) California Intcrsttl.tc 

Telephone Company seeks authorization to 1ssueSO,OOO sharcs of its 

C~~ulativc Preferred Stock, 5.25% Convertible Series of ~ par v~lue 

of $20 each and an aggregD.tc par vc.lue of $1,000,000;, and to sell 

said shares, at not less than their par value, for the purpose of 

payine: indebtedness ar .. d of financing the aCctUisi tion ot 'l'opcrt~,. z.:nd 

the construction, completion, ext<.::nsion :l.."'l.d. 1rnprovement o£ its fc.cil­

itic5 and service. 

Applicant is a Cali~ornia corporation, organized during 

J~nua:ry of 1954. It C01'll.'1'llmced opero.tion:: in March" :::"954" following 

its ac~u1sition of the telephone properties and opc~ations of 

the Interst~te Telegraph Company, and since th~t date h~lS been 

€ne~e€d in the buziness of rendering t~le~hone ~ervice to the public 

l~ portions of the Counties of San B.:)rn:lrdino, Kern,;, Inyo, Iv'iono and 

Alpine in the Stnte ot California, ~d in portions of the State of 

Nevada. It has reported its results of operations, as follows: 

Oper~ting revenues 
Operating expense: and taxes 
Net oper~ting inco~e 
Other income 
Gross income 
Interest and o~~er deductions 
Net income 333,19;( 
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Reports on fil~ ~'rith the Commission zhow that ~p,::'1cant 

has been ,aying q.uo.rtcr1y dividends of 17-1/2 cents on i ts outs'~o.nd­

ing shares of co~on stock~ which is at a r~te of 14% on the par 

value ($5 :per shere) an~. about G. 66% on thf? price ~t "I.,rhicb. the s'cock 

originally ".;ras off,eree. to the public. 1/ 

A s~ary statc~ent of ~~,licant's assets ~d liabiliticc~ 

as refl~cted in its March 31, 1956 balance Sh0~t, fol1ow~: 

Assets 

Invcctment in telephone plant l less reserves 
Current assets -

Cash and working rwj~S 
Accounts receivable 
l~at~rial ~.no. supplies 

Prep<l1d eX'f,!enses 
Discount on bonds 
Discount on debentures 
Other deferred Charges 

:Sonds 
Debentures 

Total o.ssets 

L1ab:!'lit1cs 

CU=rent liab1lities -
Notes pay~b1e 
Accounts payable 
Accrued ~~d other current liab111tios 

D2ferrcc;, credits 
Prefcrr~d stocks 
COIm'Oon stocl:: equity 

Comon stock 
Pre~iuo on common stock 
Ca~it~l stock e~p0ns0 
Earned surplus 

Tot~l liabilities 

(Roc1 FiR".lrc) 

$400:;000 
261",599 
54.3,677 

$10,,442,507 

910,315 
90>,247 

101>5.31 
34,975 
lQ.38~ 

:$ 4,,5.37,000 
1,50,»000 

1,208,276 
:2.35,957 

1,000,000 

3,108,714 

tfuen applicant commencc~ o,erations in M~rch, 19541 the 

tot:l1 number of company t(;)lephoncs wa:> 11,121. At December .31, 1954/ 

~~e number l~d incr~ascd to 12,116, and at December Jl> 1955 to 

13,811, an increase of 2,690 1 or ~bout 24%, in approxim~te1y 21 ~onths. 

Tho CO!':lr.1on shares wore sold by tl1.C company to undc!'1.vr1ters at 
~~9. 765 a share and were ol'fered to the public at $10.50. 
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Dux-ing this S(;'l,:nc periot:1 1 ts gross 1nvostment i~'l t e1c~hone ~'lant,' 

including tele,hone plant uneer constrt~ction, increased from 

$8,555,812 to $11~252~506. 

To finance the aCQuisition of nropert1es and to ryrovidc 
to ... h .. 

~~nds for capital 1m,rovements~ applic~t originally issued and sold 

;~/ ... ,200~OOO of 4-1/4% bondz, $1~500,OOO of 4-3/1+% debentures, and 

300,000 8harcs of its $5 n~r value com=on stock nt ~9.765 ~cr share. 

In May, 1955~ it issued and sold an additional ~400~OOO of its 4-1/4% 

bonds and in July, lS55 1 it issued and sold 50 1 000 z~ares (~~l,OOO,coo 

par value) of its CumulQ.ti\~c Preferred Stock, 5.~5% Series. 

App1icar.t no'Vr reports that it is facing 0. cor..t1nuing domand 

for ::;ervicc and th.;:.t in oreer to :;:roceed 1/1 th its construction progra."l'l 

it had been required to obte,in $900,000 of additional i'.mds throu gh 

short-term financins. Future construction, in~luding the building of 

cent~al office structures at Hc::;peria and Luce~c V~lley) ~d com­

pleting central office installation at J~e Lake: and a cabl~ carricr 

in$tallation between Victorville and San Bcrnar~ino, Hill require 

additional ne'~ capital, and it is expected that an udeitional 

~/100, 000 of indcotcd.."lc::i:j ~lill be incu::-rcd. 

To p:'oV'1dc the l'\:nc!s necessary to p~y its existing shclI't-

ter!':l indebtedness and to f1nttnce the construction progro.m, applicant 

has arr~need to sell 50,000 shares, or ~l,OOO,OOO PUl" valuc, of its 

C~~ulative Preferred Stock) 5.25% Convertible Series, to a group of 

under\~'l"1 tel's D. t the par v::.lue of ;;;20 per sl'lare '.'.nd to po.y S~l.id 

u:ncler~.,rriters, 1"or their services, a compe:nsation of 01 a share. 

Applic~nt I Z cQ.:.,i t:'ll ratios as of March .'31, 1956:0 and us adj':.Jsted to 

give e1"fect to the propo~cd fir..anc:I.ng are t.s :Col1o~ .... s: 
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BoZ'!ds 
Debentures 
CUmulative preferred stock 
Common stock equity 

As of' 
March 3)., 19~6 

44.34% 
14.S~ 
9.92 

30.8.5, 

J.OO.OO,% 

After the Stock 
~§!_¢'l;l._I.$.s.'q_eA 

40.;4% 
13.54 
18.06 
2b S.Q6 

lOO.OO~ 

The new shares will be convertible into shares or common 

stock at an initial conversion price of $13.33 ~cr share of common 

stock, the ~rice increasine after June 30, 1960. 

Upon Do reviev of 'this ap~lication, it appears that '~l'p11cant 

v."ill have need for o.ddi tion:.l ru.."'lcls trom 0xt0rn:l.l SCU'T."ces to lir;.uic1.i;1.tc 

its obligatioZ'!s and to proceeci with i ts con~.truction acti ~'1 ties. The 

issue of the convert.ible ~rc:re:r:rcd stock herein pro~oscd will ten~ to 

improve the company1s financial position by the liClui':lo.t1on of current 

liabilit10s, and possible future conversions of the prcferrec stock 

will tend to broaden the common stock e~u1ty positio~ of ap~licantfs 

capi tal structure. On the basis of tli.e info:-:r.ation submitted by 

the shares of its stock in accorda!~ce W1 th the tel":)jS of i ~s applica­

tion. 

The Co~~iss1on having considered the above-entitled matter 

a."ld being of the opinion that a public hearing is not necess;;:.ry, tb.at 

the o?!,lication should be grilntec'! as herein 11rov1ded, tha.t the money, 

property or lc.bor to be procured or l,aid for by the issue and s ale of 

the shares of stock herein authorized is reasonably required by 

app1ic:mt for the purposes s~€c1r1ed herein and the.t such !'urposes are 

~otJ in whole or in part, reasonably chargeable to o~crat1ng expenses 

or to income~ therefore, 
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IT IS ES.RE:BY ORDERED as .f'ollo·~s: 

1. California Interstate Telephone Com~any may issue and 
. 

sell 50,,000 shares of its Cumult:Lti"le Preferred Stock" ~.25% Conver-

tible Series, on or before 'December 31, 1956> at not less than th~ir 

par value, ~lus acc~ed dividends, for the pur,oses set forti1 in this 

application. 

2. Cal:!.fornia Interstate Telephone COlnpe.r.y may issue such. 

sh.:l.res of its COIllr.'lor.. stock o.S may be rcqu1r~cl to 't'l'l€ct t.he conversion 

rights of the holders of said 50,,000 sharez of Cumulative Preferred 

Stock; 5.25% Convertible Series. 

:3. California Interstate Tele:)hone Com"Oany chc.ll file ~ri th 

the Co~mission ~':lonthly re'Ports as rc~uired 'by General O'rder No. 24-A" 

which order ~ insofc.r as a"plicable;. is ioade a p.;,"\.rt of this order. 

4. This order will become effective on the dat~ hereof, • 

DatC'~ at San Frandseo 
.:ti 

of ~/~ , 1956. (/> . ;' 
, California, this If? -- day 

'J' " 


