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Decision ~o. __ 54_6_;7, __ 5_ 

BEFORE THE FUBLICUTILITIES co~·.crSS:r:ON O~ THE STATE OF CALIFORNIA 

In the Matter of the Application of 

T.olESTERN CALI'FOR.~IA TELEPHONE CO~ P:NY , 

a Calitorn1~ corporation, for ~~ order 
authorizing it (a) to issue and sell 
~550,OOO p~incipal ~ount of First 
Mortgage Bonds, Series C, 5%, Due 
Februcry 1, 1982, (b) to execute-and 
deliver a Second Su~p1cmental 
Indenture c.s of Fcbru:?ry' l.z. 1957, 
amending the Original and.l:'irst 
Supple~ental Indenture ~~d setting 
forth the spe~ial te~ and 
provisions tn respect of said 
series of Bonds and to secure 
said bonds, and (c) to a,ply the 
proceeds or sale or said Bonds 
toward the payment 0: outstcnding 
unsecured notes. 

App11c~t10n No. 38861 

toTestern California Telephone Company has ii.led this 

application for author1z",tion to issue and sell $5501,000 principal 

~ount of First Mortg~ge Bonds, Ser!es C, 5%, Due February 1, 1982, 

and to execute a su~~lemental indenture setting forth the terms and 

proviSions of said bonds. 

Applicant, tor.merly named Los Gatos Telephone Company, is 

engaged in furnishing local and toll telephone service 1n portions 

of the Counties of Santa Clara, S:mta Cruz, Sonoma ~d Mc.rin. 

Accordir~ to its financi~ st~t~ent of Novemcer 30, 1956, its net 

i.."'lvestment in plant amounted to $.3·,917,0.37 ane its sources of 1"tmds 

included the following: 
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First cortgage bonds 
. Short-te:t'!:l bank 'bor:-oio."ingz 

Preferred stock 
Co~on stock equity -

CO:c:lI!!on stock 
?rem1~ on common stock 
Earned surplus 

Total common stock equity 

Total 

$1,450,000 
475,000 
774,7l0 

700,700 
351,120 
163,292, 

1,215,419 

$3.915,129 

37% 
12 
20 

The outstanding bonds consist ot two series, e~ch be~:-ing 

interest at the rate of "4-1/4 per cent pcr annum, one maturing in 

J~979 and the other in 1980. !he ,referred stock is diVided into 

shares of the par value of $10 eaCh and carries cumulative divi-

dends at the rate of 5 per cent per annum. The co~on stock also 

is diVided L"'lto $10 shares. It'has been the practice of the 

comp~~y to dispose of its cocmon shares in its service area at 

$16 e2.ch and to pay regu.lar a..""lnual d.ividends which. have been at 

the rate of 90 cents du:-ing 1955 and 1956 and at 80 cents prior 

to 1955. 

As to the short-te~ bank borrOwings, the app1ic~tion 
-

shows that the eomp<my has increased the outstanding an:.ount fro:::. 

$475,000 at November 30, 1956, to $605,000 for the purpose of 

financing, t~porarilY, construction costs. The 'borroWings are 

represented by not~s 1n favor of Bank of America N~t1on~1 T~st 

and Savings Association which are due on or before ~~~ch 31, 

1957, and ca~ry interest at the rate of 3-3/4 pe~ cent per annum . 

for $450,000 of said notes and at the rate of 4-1/4 ~er c~t fo~ 

the remaining $155,000. 

Applicant now reports that 1t is ~ need or funds to 

dizcharge these past due obligations. Accordingly, it has made 

arrang~ents to sell $550,000 of bonds, Series C, to OCCidental 
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Lite Insi.U"ance Company of California. 'rhe bonds will have on 

interest rate of 5 pe~ cent per annum, will mature Feb~ry 1, 

1982, and will be redeemable ~t 105 per cent if redeemed prior 

to Februcry 1, 1967 and thereafter at reducing pr~ums, 

provided said bonds r:::.a.y :lot be redee:Led prior to Fe'bru.a:ry 1, 

1967 with cash obteL~ed from the sale ot add1tionaldebt 

securities or bank borro~~gs • 

. 
A reView of the inforcation before the Co~ssion 

shows that the utility has utilized its net ecrnings L~ 

extendi..~g its p1a..~t and that its available cash at November :30, 

1956, was $61,453 and its current assets, including its ccsh, 

a~o~~ted to $342,639 a~ eomp~red with eurrent li~bilities of 

$934,046, including its short-term bank borro~~gs. It ap~ecrs 

to us that applicunt has need for the runes to be obt~1ned 

through the issue ands~le of bonds herein proposed and we arc 

of the opinion t~t the money, property or labor to be procured 

or paid for by the issue of said bonds is rccsonably requir~d 

for the purpose specified herein end t~t such purpose is not, 

in ~ole or in part, r~esonably charge~ble to operating expenses 

or to income. 

The approval herein indicated is fo~ the iscue of the 

bonds only ~d is not to be construed ~s indicative of amounts 

to be included in a futu:e rate base for the purpose of deter­

mining just and reasonable rates. 
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ORDE? -----

The CO~ssion ~v1ng considered the above-entitled 

matter ar.d being or the opinion th~t a public hecring is not' 

necessary and that the app11c~tion should be gr~ted, as 

herein provided; therefore, 

IT IS ~~y ORDEP~ as ~ollowz: 

1. vlestern California ~elephone Comp~y may execute 

and deliver a supplet:lent~ 1ndentu::-e in., or substantially in., 

the same form as tl'wt filed in this proceeding., and on or before 

September 30, 1957, may issue and sell not to exceed $550,000 of 

First Mortgage Bonds, Se::'ic~ C., 5%, D~c February 1, 1982 at not 

less t~~ their face value, plus accrued interest, and use the 

proceeds, exclusive of the accrued int~r9st, for the purpose of 

refinanCing outst.3llding indebtedness. '!he accrued i.."'ltercst may 

be u!;ed for said :purpose or for general corporate purposes.' 

2. 'Vlestern Co.lifornia Telephone COI!lPany shall file With 

the Co~ssion a report, or reports, ~s reo.uircd by General 

Order No. 24-A, which order, insofar as applicable, is made 

a p~rt of this order. 
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3. The authority hcre±n gr~t~d will become effective 

When West~r.n California Telephone Co~p~y has paid the fee 

pre~cr1ocd by Section 1904(b) of the Public Utilities Code) 

which feo is $550. 

day of 

C0mm1s:::1oners 
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