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Decision No. 68836 
"' " 

BEFORE TEE P'O:8LIC UTILITIES COMMISSION OF' nm Sl'ATE.OF.-:'CALIFOIU'1IA< 

In the Matter o~ the Application 
or CALIFORNIA n"TERSTATE TELEPHONE 
COMPANY tor Authority to Issue- and 
Sell no~ to'exceed 160-,,000 Shares 
or its Common Stoek~ $5 par value l 
and, for ~he Exemption or such Pro- . 
posed Issue f'romthe Requ1rementa, ' 
o~ tb.~· Competitive :Bidding .Ru.le ,. 
Established 1n tl:ds COmmiss1onr-s 
Dec1s1on$ Nos. 38614 and .49941 .. 

Appl1cationNo-:. 47346 
Filed FebX"Uar,y' 231' 1965, , .,. 

:sest" Beat & ~1eger, by'GlenE. Stephehs" . 
tor applicant;. -

Sidney J ~ Webb" tor, the C0mm1S31on,sta'tt 

"0 PI N I 0' N __ .... -.--1 .... ___ ., 

Th:ts is an applicati0n·for an order o!",;the ,Comm13s'10n':,i' " 
, • !'\"' • , 

author1Z!.ng califor:na Inters,tate, Tel~:phone Company t,o,1s3ue and.', 

sell~ exercpt !':rom. compet:tt1ve b1d<ll.ng"i60,ooo 'shares, 'Ot'~t3: ·co~on 
stoek or the par value or $S perSbare,: and: anaggrega~:,par~'~alUC 

• '. ."".. " " •• I 

" ,',' 

ot $800" 000. ',',,' '" ' 

A!'ter due n,ot1ee" a public hear:tng.in,tlusmat:t:erwas'".< 

held before Exam1ner Donovan in San Franc.is eo on~ M6.rcl~ is,,,,l965;;/',,, 
at wlU.eh time the, matter was taken under subm:1ss1on"" :- 'Theco~~s!or..;., ..... . 

" " 

has rece1ved no protests. 1n .'~he proceeding., " .: 

App11cant' is a calif'orm;a corporat10n own:Lng:and operating," 
'.' 1.'. ','I' '" ," 

a telephone system. sernng port:1ons of' the count1e:;", or"Alp1n~~r.nYO'~ •.. 
, ," • I 

Kern" Los Angeles." Yadera; " Mono-I San :seIT.ar~n(,. . and xUlare: 1n;tb:e' ',: ." , 
• • .', •• '., J ,,,' 

State of ca11f'orn1a. In addit1on" 1t: seX'V'es" port:1on3'otthe>Sta:t'e' 
"' • • '.1 'f'·". \ '. 

or Nevada. For the year 1904 ,,: the ,c~mpany rePorts:;t~ta.f .op~rat;:1~.' 
revenues amountj;ng to: $12",237',,975 and a . net 1nc.ome. ot'~,,5.35~,9l4.;" . ' 

, '" . '··f,'." '.' ," ". ">', 
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Subject to re,cej"vi,ng auth0X-1zat10n from the'Comm1ssion" ' 

app1:tcan1; proposes, 1;0 ettecta pub11csale o:f' 'th.e 160:;OOO:3hare~ 
. ...... "-, . 

of its cOImllon stock through negotiated' arrangements,With, a '~oup ,0'£::. " , 
' .... ' ' ,,,-', 

underwn.ters headed by Blyth &: Co." Inc ... wh~.,under:the'terms,and;::"',, ' 
i' . 

. • ',,;. 'I", .,,' ,,' . "". '". 

conditions 00£ a proposed' written:agreement~ w.tth:,apl'l:t:.cant~' would:, ' 

l)urehase allot· said shares oo£the'conlmon stock. 'Th.e:~~ee:::r.ent 

w:1.ll proVide .tor an 1r.1t1al publ:te otter1~ p:-1ce' per'ishare ,of'not 
, " . ..' " , , .,~:. 

more than $1 above nor $1 below the latest available bid quotation 

:::-eported"oy the Nat10nal ~soeiat1on' of Seeur1t1es';De~ler~.f'or,: 
.. ' .' ,.' .' ,'" 

app11eant t s common stock at" the time or f1na11z1ng)tll'e:agreement .• 

The' mx1mUm underwr1t1ngspread between th~<1~~ial:,~cibl~~'O~~ng , 
. ',. '\. 

price and the price to be 'paid to Cl;pp11,ca.nt:'by,' the under~-r1te~s:'., ' 

~~l not exceed 4.75% of said 1mt1aJ.puol~~'oi~e;1nk';~~e"~"·:~e, ' 
. '" . , " " .. , 

test1mony shows the bid pnce o-r the'common'stock as 'beinS;'arou...~d'. ' 
'," ,.,r , 

, . ", 

$33tper share at the time of ' the hea;~ .. that 'a;~1Dttlaror:f'e:'1nS' 
.'." , . " " 

of'150",000 shares of: the companyts, common' st.ock:tn 1964:X'etlected.:: ' , ' 

an underwrit1ng s'pread ot 4.34% of the, ~t1al ~~b11e;:."~er~<price ' ' 

or 426.50 per share, and that the act-ual'sp~ead':f'O~~~'p~~pci~ed. ' 

offering probably w:1ll approach such pereenta.ge:~tead: of':the'.4.7S% ' 
.. ., . . . ~ " '.' ,"' ' 

maximum. The comp~" seeks an eXCmp~on' or." the' p~o;osed"1~:s~e'~';~;f:':'; 
,. " . , 

i " I 

cOmtllon, stock from the Comm1ss1on t s, compet1t1ve'bidd1Dg.~e,.:,', 
,', ',-. .,', . , , 

':.' .. '.,""",, . "::. , 

:revenues and plant 1nvestment pe~ subscribe:- are" relat1v~ly:h1gh' ' 
I . . /,", ' ' . ': 

. " ... ' " 

because of' the na~' of' th~terr1tori s,'erved;'and, tMt. d:'r~U1ll';' ':, ' 

stances requ:Lre a s1gn1ttcant sales effort 'by ,:a ' st,rOng:nat:1~n~de' ,', 
'" ' , ~ . ' ~ 

".lIlderwr1t1Ilg group familiar w:tth the, cotnpanyfS' o~rahoru::,"rind", 
. , , ,','". , 
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capable of supporting ,its stock in' the over-the":"counter, market" ,', ' 

thereby benefiting the company and 1ts' customers. "Moreover-",' 
, " 

appl:tcant contemplates :f'ollow:tng the commonstock'offer1ngw1th 

:tssues ot pre1'erred stock and debt secunt1e's", much 1tbel:tevesc,' " 

would be af'fected adversely 1f' the co~on stock orr~~~Sho~d":" 
. '.' , / .... \ 

prove to be unsat1stactoI7. ' 
, ' 

'. 

. . , . , 

" , ' 

Tabulations shOw.Lngcommon,stock,otter1ngs'sold~rectly, 

to the :public S1nc~ Janua.ry' 1, 1961" as reported bY' Eba.~co·"Sen:tc~s::~ " 

and perta1 n1 ng to telephone" electr:tc, and gas'" compan1es;, were ' 

introduced 1nto ev:tdence as, Exh:1b1tNo,. 2'. , 'Suehtabul:a.t'1ons:" sh~w, ' 

that all or the telephone and gas compally- sales were: negot1ate'd'-,,::, 

but that seven of the twentY-f':Lve' sales 'by ele'ctr1c, com,par.:1es" we~e' 
. ( . , " . ,"" ".: , .",' 

coztpet1tlve" otwhich the smallest COl'!ll'et1t1V~ "o1dd1ng:oft~r,Th'~a" in 

excess or $6,,000,,000. AfJ a comparison' of ,size ototteririi,;: Exh±'b1t ' 
• '.: ., " • ,',. ',; : f. .:, ~ " " .. '.I ' . . , 

No. 1 rei"lects 'anest1mate 'of $5.;120,000 PMceeds; ,'to ,be' 4Cr:1Ved, 
, , 

from the :proposed issue o-r 160,,000, shares, ~r- common stock. : 
.. ,.':, 

" , 

'rhe company reports that- 1ts bue1nesacont:tnues: too, " 
, ,,' ",' :'" \" "',,' , ':' .. 

1nc::-ease at a rapid rate" and that it' needs'permanent:' cap1talto" 
• ·,'i 

" 

t1nance its construct1on program"1:0r the' yea-r19~5,~ "APP11ca.ntJ S:, " 

est1ma.ted cash re~ements tor 1965' eonstruct10ri w:tllapproXima,te< 
• t • ,'. .', " 1 

$16,,986,,700., seg:reg~ted as toll~~S: 
Telephone and other exeh.ange ,eqUipment 
Toll and local exchange11nes 
Central Orr1ce equipment 
Land and bu:lld1ngs' ' 
Other telephone plant 

Total' 

- ~-

$, 5,,380;,,100-:' 
, l"541'",900,',, 

, 6"781,,,800, 
1 ~195, J'200:,<' , 

" 2,081:,700t,,::,: 

,:$i'6~'§8~>786f;::;,' " 
, ':''''''",,,,;:::\>.::,,;:;::,~.,.:;,:,,;~';''\'': q. 

, "~ ':, .' ". ., 
" ' 

,"", " . 
. :., .... ' ,,' 

" "',' I • ~ J 1 
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Appl:Lcant :proposes to use the'. :proceeds . ,fl'omthe sale"ot':, 

the abarea ot common stock tor" the pttt"pose ot 'd1~.charg~~ '1npart., .' 

:Lnde'btedness 1:lcurred" or to' be incurred,· tor capital 'expend1tiur~s-~; , 
, ' ," ", 

. . -.. " 

and represented 'bY' short-term notes in favor of'Barik Or:· America; '. 
, ' 

National TrUst and SaV1Dgs AsSOCiation. In this conneet1on~ , 

applicant reports that as of February 19, 1965" :L ts, outs,tanding: 

oank loans aggregated $4,30o.,OOO,and it est1mates tha~:;ruCh~ 

oorrow:1.ngs w:L1l increase toapproX1ma tely $8~ 0:00 ,,090,:;bY,'the' , •. 

• I ", 

. \. , 

a.nt:te:tpated. elos:.ng date ot: A'prtl. 27, 1965,. Inaddit16n"to.sell1n~ '," 
, . :1:' . 

common stock" the company plar.s to t:.eet>1ts' cash 'requirements" 
through the sale ot add!.tiona1 ~ecUr1ties'". 'including' '$3~~OOq;;600' 'par·. "' ... ' , 

.' , .. -,'.''''' 

value of preferred stock", through1'urther sho~t'el'mbai'lk'bon"oW1nSS ~ 
'. ,- ' . 

and from' internal sources., 
, , 

capitalization ratios of the company'at·,Decem'ber'31,,1964;·" 
• ", I .'." , ,,", 

. . . ~., ','. .'.' . :' " 

and giVing effect to the contemplated $3,OOO~,o00preterr~d stock .. 

issue" and to the proposedcommons·cockof'feringaSSum1:ng,that . . '. , 

. " 

set forth in Exhibit No.1, areas follows::- '." .' 

Long-term debt . 
Preferred stoek· 
CorrJ:lOn 'stockequ:tty 

Total' 

Decemb~r:· 3i,,' 196'4 ;::,' ·:P~~},:fO~ ",' 
',: ',' 

.... '. 50~82%,"-, ,'...." ."'4j,;~40%':' ".' 
11.45;." "15-~17,\:::" . 

. 31'.7'3'/" , ,'. 4f:.43:?,:'u' ." . 

'lOO:.,:':-oMf,,', . ',60,~:6:;V;;":' 
~', 1 ....... ~ .. ~I:.",; 

The COmmission has,cons.1dered th1~ 'lnaiter'and'f1~ds,:>bha~,: 
.', "I.:. 

(1) the proposed stciek 1ssue is for a proper' pk"oSe,;(2')appl~cian.t 
, . ,", 

. ,.;-,', 

mll have need. tor f'unds trom external sources ':f"o~,thepur'pose:,set . 

~orth in this proceeding; (S) , applicant, ~ ~:, pJ.an:o~':·3 ei11ng,:,:~he':,' ' ' 
" ,'. \ . ' . 

I " .• ~: ••••. ' 

! 'j 

.. ,'.' .. .' 

. .' 
" ' 
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proposed. issu.e or common stock, throug,ha negot1ated,'undeMit:trig:,, 
'.' ".',' 

rather than by competitive bidd.1ng Will not 'be' adver~eto the" 

publiC interest; (4) 'the :money~propertY;O;labor"to:':be,,:pro~urc'o>or:. 
,. " . . .," 

paid tor by the issue or the:3tock here:tnaUthor:tzed1S, reaso~'bl:V 
reqU1red tor the :purpose- spee1t1edhere1n; and' (5}',s~<:li :p~-p<>~e::i~" 

",,' ", 

not, in whole or in part" reasonably chargeable to operating'-
. ." . '" , ,,' ,'" 

expen:3es or to :1.neome,. On' the'bas1s ot'these" r1nd1nss',~e" conciude, 

that the application should be, gran'~ed., " , " 

In :1'.ssU1ng. our order here1n,Jwe:' plaee app11~a:nt: 'and.,1te": " 
','\ ". ,,", )", 

shareholders on n~t1eethatwedo'not regard,'then\m1b~,or:sha.:t;e~" 
':, .:-". "', ," 

outstandj,ng" the' total par value 'of the shares,' nor 'the,~ <l1vidende:, " 

paid as measuring the return aPP11cant, should be'allowed ~o: earrl 

on its investment in ,plant, and that the author:1zat1onh~:r~1n,giyen ,,' 

j.s not to 'be cons,trued asa find.!.ngot the' value or' appl1:eant- t"s':, 
"" . 

stock or propertj.es nor as 1ndj,eat1ve or amounts: ,t,o,be:trieluded:1n., 

ORD'E:R, ....... --..--- --
IT IS OWEREI'> that-: 

' .. 
" 

• I, .' • .' 

, " 
".'- .. 

,,' 

1. lhe issue and sale by california Interstate:Tele;phone 
. ,". 

, , 
.. ' 

Company or 160,,000 shares of :1'.ts$S :t>arvalue common stock'o.re'" '" 

hereby exempted :!"rom. the Commission's eompet1t:tveb1dd1ng; rule,>wh1eh 

!.S set forth :!on Deeision NO.. 38614~ dated J'anua:ryl5" J.946~,as 

amended by Dec:ts:ton No.. 4994:1." dated' Apr1l 20,,' 1954~' " 
. ' • :' ~ • I . 
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'."." .. ,' ,"" 

• ,I " 

2. caUf'orn1a Interstate 'l'eJ.ephone Company "on c or
c 

after::, 

the ef'f'ect:1ve date hereof and on or bet'ore .,A~t 3J." i96s~:ma'Y': 
:1ssue and seJ.l not to exceed, 160,,000 shares ot :tts,$5·}>ar valu~;' 

common stock at a pr1ce not ,les's than cthat to be 'determ1ned cin the 

manner here1nabove set forth" and'shali apply the' proce~~8't~~:, 'cc 

" 
" . 

reduc:tDg :Lts, short-term bankloaxlS. 

3. W1th1nth:Lrty days after the issue, and' sale, of""tbe 

shares of common stock here1n ,authOriZed" calitOrn:La Interstate': 
, . 

Telephone CompallY' shall file w:Lththe, Comm1ss1on threecop:teaof' c, 

its prospectus together nth' three eOJ)ies of 'ite· u.."lde~t1ng, ccc 

agreement. 
, , ' • ~", ~ i . 

, .. ~ "." ','.' ,." ' I 

4~ The eUect:1ve date ot'th1a order shall: be' rive"days> 
. ',' '" " .. 

after the date hereof • 

Dated at San 'F.ranclsecS " californ1a"th1s '6:.1//, 
day Of', _____ AP_R"_I_L ____ " 1965,. 

~~AA/!}ttU~ 
, ... -4-:&,:1 ,"/, c_'~ c'J'" 

~/?~v-,~~~. " . ~ .... :t'~." ... .0JJ .. , 'c: ',c '~c,', 
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