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Decision No. 607.13' 
'.# , 

-------
BEFORE THE PUBLIC UTILITIES COYIMISSION OF THE STAl'E OF CALIFOR11:A 

In the ~~tter ot the Application 
of CALIFORNIA INTERST-U'E T:ELEPHONE 
COMPANY for authority to issue and 
sell $3 .. 000 .. 000 principal amount· 
of its Convertible Suoordinated 
Debentures" 6% Series, due 1980 .. 

Application No. 42562 ' 

In this proceeding .. which .... ms filed on August ll .. 1960,. 

california Interstate Telephone Company seeks authorization to 

issue and sell $3 .. 000 .. 000 of debentures .. 

The purpose of the proposee f1nancing 13 to provide 

~pplicant with runds to discharge sho~-ter.m indebtedness and, 

if any 'balance remains, to finance construction expenditures. 

The company reports tha.t it 1$ indebted to Bank of America 

National Trust and Savings Associa.tion 1n the amount or 

$3 .. 100,,000 on short-term. notes maturing during 1960-61 and that 

it proposes to 'borrow an additional $600,000, the proce~ds from 

. these notes having been used.. or to be used,. for the construction, 

completion .. extension or improvement of its telephonetac11ities. 

The company turther reports that its estimated cash e~nd1tu~es 

tor construction Will aggregate $3,599 .. 158 du.-1ng the 12 months 

ending March 31" 1961. 
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The proposed debentures Will constitut~ a new ser~es. 

They will be de~1gnated as Convertible Subordinated Debentures~ 

will be datec1 August 1, 1960~ Will matUI'C August 1~ 1980, Will 

bear interest at the rate of 6 per cent per annum and~ as pro

vided in the indenture, may be redeemed~ (but, pr10r to 

August 1, 1967, only~"1 th funds acquired by the compan.v by means 

of issuance or shares of its capital stock or as a result ot 

earnings and not by means of the company 1ncurring any new 

indebtedness· in connection therc~th) at the option ot the 

company, as a whole or from time to t1~e in part, at any time 

prior to matur1ty at ;to prem:uIn sta.rting at 107.50% to and 

1nclud1ng July l~ 1968, and thereafter at annually reducing 

prem:tums, together Wi tb. accrued interest in each case.· The 

deb.cntures Will be subord1nated to currently outstand1ng funded 

debt and to Short-term bank borroWings and will be convertible 

into common stock at an init1al rate ot $14 a share~ ~th 

appropriate prov1sion ror protection against dilut!on and w1th 

certain 11m! tat10ns as to the amount to be converted 1n ;;.ny 

one year. 

Applicant has made arrangements to sell the debentures 

at their face value to three insurance companies. The capital 

ratiOS, as of June 30, 1960, and as adjusted to give effect to 

the sale of the de'benture$~ a.re indicated· in the folloWing 

tabulation: 
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Bond.s 
Debentures 
Other'long-term debt 

Subtotal 
Preferred stock 
Common stock eqU1 ty 

Total 

June 30j 
1960 

52.1~ 
6.21 

.22 
$8.61 
6.75 
~4 .. 64 

100.00% 

Pro ' 
Forma 

The Commiss10n recently has given consideration to 

applicant's financial condition and in its Decision No. 60296? 

dated June 20? 1900? authorized certain 1ncreases in rate3. In 

its decis1on1 the Commission pointed out th~t the company had 

greatly accelerated its construction program in order to meet 

the service requirements on its system; that currently applicant 

is holding over 1 1 500 orders for service; that the construction 

budget tor the two-year period ending March 31, 19o:2? w:1.l1 resUlt 

in an increase in plant of 7~ per cent; and that currently appli

cant is spending $500 .. 000 a month to meet its obligations to the 

:pu'bJ.iC. The decision further pointed. out that applicant' $ 

current earnings had. declined to where they were not surr1ci¢nt 

to cover the ~-rent annual stock diV1dends and that it was 

doubtful whether applicant could ~iry to issue additional 

oonds at that time. 

Upon review of the information before us, we find. ~nd. 

conclude (1) that the proposed 13sues or securities are for 

proper ~urposes; (2) that the terms a~e reasonable under the 

conditions under which applicant is now operating; and (3.) thr~t 

the money, property or labor to be procured or paid for thro~ 
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the 1ssue of the debentures and stock 1s reasonably required 

for the purposes spec1fied here1n, and that such purposes, " 

except as. otherwise authorized." are not, in whole or in part, 

reasonably chargeable to operating expenses or to income. 

On the bas1s or these findings" we Will enter our order 

grant1ng app11cant's requests. 

I 

The authorization herein granted 1s ror the issue or 

the seeur1t1cs and is not· to 'be construed. as ind1cative of 3mO'(lIlts 

to be included in a future rate base ~or the purpose or determining 

just and reasonable rates. 

ORDER --- ....... --

The Comm1ssion having cons1dered the above-entitled 

matter and be1ng of the op1n1on that a pub11c hearing 1S not 

necessary" therefore, 

IT IS HEREBY ORDERED as follows: 

1. ca.11fornj"a Interstate Telephone Company, on or 

after the effective date hereof, and on or oefore ~4rch 3l~ 19o1, 

may execute a Debenture Purchase Agreement and' an indenture, 1n 

or sv,'bstant1ally in, the same form as those f1led in this pro-
.. 

ceeding and may 1ssue and sell not to exceed $3,,000,000 pr1ric1pa.l 

amount of its Convertible Subor~nated Debentures, at not less-

than the principal amount" plus accrued 1nterest~ for the ~~3es 

specified in this application. 
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2. California Interstate Telephone Company, from t1me 

to time, may 1ssue such shares ot 1ts common stock as may be 

reqUired in exchange tor debentures w~~eh may be surrendered 

tor conversion. 

3. Calitorn1a Interstate Telephone Company shall tile 

Wi th the Comm1sSion a report ~ or reports, as req,u1red by General 

Order No. 24-A, which order, insofar as app11cable~ 1s made apart 

of' this order. 

4. The authority herein granted will become effective 

when california Interstate Telephone Company has paid the fee 

prescr1bed by Section 1904(b) of the Pub11c Uti11t1es.Code, 

which fee is $27000. 

Dated at ________ ~San~~~~~~~o ___________ ~ California, 

th1s 13~daY of , 1960. 

COIiimissionera 
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