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1:_13'71 Decision No. ' __ rtr« ___ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF .CALIFORNIA 

In the Matter of the Application 
of CALIFORNIA INTERSTATE TELEPHONE 
COY..PANY for authority to issue and 
sell $1,500,000.00 principal ~ount 
of· its First Mortgage Bonds, 5-1/4% 
Series due 1982. 

Application No. 38639 
(:;md Amend:oient) 

California Interstate Tele,hone Company has filed thiz 

application for authorization to issue ~d sell $1,500,000 prin

cipal ~ount of First Mortgage Bonds, 5-1/4% Series due 19S2 • 

. 
The company proposes to sell the bonds to five insurance 

companies at their face value plus accrued interest ~d to usc the 

proceeds to pay short-ter.m batik loans and to finance the cost of 

additions to properties. It reports that presently it has out

standing $800,000 of short-ter.m loans which represent borro~~gs 

~sed for construction purposes, that it intcndz to borrow an 

additional $200¥000 prior to the t~e the bond money. will become 

available, and that it is proceeding ~ith a cor.struction progr~ 

which will require the use of the remaining proceeds not needed to 

pay short-ter.m borrowlngs. In the first amendment to its applica

tion, it reports that its construction p~ogram for the fiscal year 

ending March. 31, 1957 will amount to $l,76l,200 ~nd that its, 

construction budget as adopted for the fisc~l year ending March 31, 

1958 is $2,443,200. 
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It appcc'rs that applicant was orgenized in 1954 and 
. , 

commenced the operation in March of that yc~r of a telephone 

system serving the public in portions of the Counties of Sa.,"'l 

Bernardino, Kern, Inyo, l~ono and Alpine in the State of California 

and in portions of the State of Nevada. Information filed ~th 

the COmmiSSion shows that applicant has been eng~ged in a continu-
. 

ing construction progr~ to meet dem2nds for, service. A summary 

statement indicating its growth experience is a~ follows: 

Net 
Telephone No. of Operating Available 

Plnnt St~tions Bevenues for Il"!t~r~st 
1954 (YlQ,r. -Dec. ) $ 9,570,274 12,116 $1,96.3,095 $4.30,618 1955 

(Jan.-Oct. ) 
11,252,506 13,811 2,7$6,792 612,097 1956 12,777,12l 15,821 1,926,374 372,554 

In fincncing the cozt of its prop~rty ,ap~licant, among 

other things, has utilized proceeds from the scle of $4,468,000 

of 4-1/4% bonds, $1,500,000 of 4-3/4% debentures, $l,980,000 of 
.' 

5-1/4% preferred stock ~~d $.3,034,015 of common stock equity . . 
capita.l. Its capital ratios as of October 31, 1956, and as ' 

adjusted to give c!~ect to the proposed r1na~cine, are as !ollows: 

BO:lds 
Debentures 
Preferred stock 
Common stock equity 

Total 

October 31, 
1956 

40 .. 7% 
1:3.7 
1$.0 
27.6 

100 .. 0% 

Pro Forma 

47.8% 
l2.0 
15.9 
24.3 

100.0% 

In addition to its c~pit~l issues, applicant has met a 

portion of its require.m~t~ through the use of dcprcci~tion mon1~s 

and current liabilities. As of the end of October, 1956, it 

~eports current assets of $1,007,496 and current 1i~bilities of 

$1,.214,439. 
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It 1s clear that applicant does not hAve suffic1ent cash 

on hand to. liqu.i.date its Short ... term borrowings and to meet its 

construct1on program. A review of this proceeding indicates that 

applicant Will have need tor funds from external sources and that 

a...", order is warranted authorizing the issue of additional 'bonds 

at this time. In view of the relative magnitude ot the 'budgeted 

1957-58 construction expenditures, and the relatively high propor

tion of debt capital invested, it is strongly recommended that 

applicant ende~vor to dispose of equity securities in the near 

future in subsU:.ntial amount in order to improve its financial 
pOSition. 

The authorization herein granted for the issue and sale 

of 'bonds is not to ,be Construed as indicative of amounts to be 

included in a future rate base for the purpose of determining just 
'and reasonable rates. 

The COmmission having considered the above-entitled 

matter and being or the opinion that a public hearing is not 

necessary, that the application should be granted as herein 

prOVided, that the money, property or labor to be pro~red or 

paid for by the issue of the bonds herein'authorized is reasonably 

required for the purposes specified herein, and that such purposes 

are not~ in whole or in part, reasonably charge~ble to oper~ting 
expenses or to income; therefore, 
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IT IS HEREB~ORDERED as follows: 

1. Califorr.ia Interstate Telephone Comp~~y may cxe~te and 

deliver a First Supplemental Indenture dated February 1, 1957 ~d 

may issue and sell $1,500, 000 of its First Mortgage Bonds, 5-1/4% 

Series due 1982 at th~ir principal ~ount plus accrued interest 

for the purposes specified in this proceeding. 

2. California Inte~state Telephone Comp~y shall file 

monthly reports ~lth the Commission as required by General Order 

No. 24-A, which order, insofar as applic~ble, is made a part of 

th.is order. 

3. The authority herein granted ~~ll become effective when 

California Interstate Telephone Company has paid the fee prescribed 

by Section 1904(b) of the Public Utilities Code, which fee is 

$1,250~ 

San Fnnci.:leo r; Dated at ------___ 1 California, this 

day of~jzy4</.A'A/" 
tJ «'/ 

Commiss.ionors 


