
A.40451 M~ 

.57~Z Dec~sion No. ____ _ 

BEFORS TEE PUBLIC UTILITIES COMMISSION OF THS STATE OF C.AL!FORNIA 

In the Y~tter of the Application 
of. CALIFORNIA INTERSTATE TELEPHONE 
COMP1~Y for authority to issue and 
sell $2,500,000.00 principal ~ount 
of its First Mortgage Bonds, 5-1/8% 
Series due 1983. 

Application No. 40451 

Ca11for.ni~ Interst~te Telephone Com~any has filed this 

~pplic~tion for authorization to execute a supplemental indenture 

2...'"ld to issue and sell $2,500,000 of first mortgage bonds. 

The bonds will constitute ~ new series. They Will b~ 

de-ted Augtlst 1, 1958, shall mature August 1, 1983 and s~~l bear 

interest at the r~to of 5-1/8% per annum ~nd shall b~ r~deemable 

on ~d after August 1, 1965 ~d prior to August 1, 1966, at '~'"l 

1n1ti~~ ?r~um of 5.1250% and thereafter at annu~lly reducing 

prcmi'!Jms. Subject to recd. Ving authorization from the COmmissIon) 

the comp~y proposes to sell the $2,500,000 of first mortgage 'bonds 

to five institutional investors. 

The p~ose of the proposed fin~cing is to provide 

~pplicz.nt 'tori th funds to liquidate short-term 'borroWings 'and to 

m~ct t"l.e cost of tldd1tiono.l f.:::.c11ities. The company reports 

that as of August .31, 1958, it 'WO$ indebted ~:o Bc.nk of l..mcrica 

N~.tional Trust and Savings Associ~tion in the ~ount of $l,750 ,000 

and that it proposes to make ao.di tion",l oorroW"'mgs prior to 

Novembor 1, 1958 of $250,000, brfng1ng its short-term 'borrowingz 
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up to $2,000,000. In addition it reports th~t it ~ll be called 

upon to mru:e substantic.l D.dditions to its plant to meet the demands 

fo": service and -:hat its construction progra:c. budget for the fiscal 

year ending ~rch 31, 1959 is $3,036,300 and for the tiscol year 

ending M~ch 31, 1960, $3,279,000. 

Applicant comm~ccd its operation 1n 1954 upon acquiring 

the properties of Interstate Telegraph Company. It thereupon 

undertook a progra:n of expanding the utili ty pl~t and of 0Xtone.ing 

its service to new ~bscr1bcrs~ The following tabulation, indic~tive 

of its growth, shows itz operating revenues and net income during 

the last three calendar years, the number ot telephones in service 

and the recorded net investment in plznt as of the end of each 

year: 

1955 
1956 
1957 

Operating 
Rovenues 

$2,756,792 
3,189,286 
3,6;2,455 

Net 
Income 

$3.36,269 
314,870 
457,526 

Telephones 
in 

Service 

13,881 
16,086 
18,294 

Net 
Telephone 

Plant 

$10,003,769 
11,56.3,232. 
13,487,1~.3 

Since December 31, 1957, applicznt has made further 

extensions and at tho end of August of this year reports 20,168 

telephones in service. 

A summary stD.t~ent of ap~lic~trs ~ssets, liabilities 

:md net 'Worth, showing its t'1nanc1a.l position ~s of Augus.t 31, 

1958, is as follows: 
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Assets 

Telephone plant 
Less - Depreciation reserve 
Net tel~phone plant 
Current assets 
Prep~id accounts snd deferred charges 

Lia"0111 ties @d Net 'VTorth 

Long-term. debt 
Current liabi11t1es 
Deferred credits 
Preferred stock 
Net worth-

Common stock 
PJ:-emiu:m. on stock 
Sur:91US 
Capital stock expense 

XotaJ. net "tTo::-th 

Total 

017,900,462 
2,06?,342 

$15,8:38,120 
l,Ol4,,74S 

162,574 

$)'7,Q22,A.42 

$ 7,281,500 . 
2, :384,,2:35, 

. 680, 095· , 
1,752.,600 

4,924,012 

~17 ,--022..d:,42 

1m analysis of the companyT s f1nancicl, reports shows that 

its practice is to meet its cap1tcl requirements temporarily ~th 

short-term. borrOWings end, from tiIne to time, to ref1..-,.ance with 

permanent securities. Presently it has outstanding first mort­

g~ge bonds" debentures, and sh~res of preferred and common stock. 

Its. capital ratios as of August 31, 1958, and as adjusted to give 

effect to the proposed f~cing, are as follows: 

Bonds 
Debentures 
Preferred stock 
Common stock equity 

Total 

As of 
Aug. 31, 19-.58 

42% 
10 
13 

.2 
100% -' 
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AS 
Ad;1u5ted 

50% 
9 

11 
~ 

;;'00%' 
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A revi~~ of the application indicates that th~ company 

will ~~ve need for funds from the sale of it~ bonds to liquidate 

its short-ter.m borrowings, and thereby improve its fin~c1al 

position, and to meet, in pnrt, its construction costs. We 

will enter our order approving its requests. 

The ~pproval indicated here~ is for the issue ~~d s~le 

of first mortg~ge bonds ~d is not to be construed as indicative 

of amounts to be included in a :t:utl.l.re rate 'b~.se for the purpose 

of determining just and ree-sonable rates. 

o R D E R ... .-_-- ... 

The Commission h~ving considered the cbove-0ntitled 

m~tter and being of the opinion that a public hearing is not 

r.~ccss~ry, that the money, property or labor to be procured or 

p~id for by the issue of the bonds herein authorized is rea~onably 

required by applicant for the purposes speCified herein, and that 

such purposes, except as otherwise $uthorized, are not, in whole 

or in part, reasonably chargeable to operatinz expenses or to 

income; therefore, 

IT IS HEREBY ORDERED ~s follows: 

1. California Interst~tc Telephone Company, on and after 

the effective date hereof and on or before February 28, 1959, may 

e::ccute a second supplemental indenture cllld m.;ly issue ~d sell not 

to exceed 02,500,000 of its First Mortgage Bonds, 5-1/$% Series, 

du',) 1983, a.t their principal amount plus accrued interest, 'tor 

the purposes set forth in this app1ica·~ion. 
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2. California Interstate Telephone Company shall file 

with the Commission a report, or reports, as required by General 

Order No. 24-A, which order, ~sofar as applic~ble~ 1s made a 

part of this order. 

3. The author1ty herein granted Will become effective 

~men Califor.nia Interstate Telephone Company hcs p~id the fee 

prescribed by Section 1904(b) of the Public U~ilities C~e, 

which fee is $1,750. 

Do. ted at S:1:o. FrandSeO 

/d/~ day of October, 1958 .. 
, Califor.nia, this 
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