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Decision No. 71ﬂ6 | « : °R|G|NAL

BEFORE THE.PUBLIC UTZILITIES COMMISSION OF THE STAE 01-" CAI»IFORNIA

12 ‘the Matter of the Appl:.cat:.on
o

Application No. 48478
Filed May 17, 1966
and Amendment
Filed July 26, 196G

CALIFORNIA INTERSTATE TELEPHONE
COMPANY, a ‘Ca.lifon‘:ia. corporation,.

for an order authorizing it to
issue and sell (i) 70,000 shaxres .
of its ccmmon stock, and (ii)
$3,000,000 principal amount of
its 5-7/8% Sinking Fund
Debentures due 1991.
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California Interstate Telephone Company requé:ts-'
authorization from the Commission (1) to issue and sell 70,000
shares of its $5 par value common stock pursuant t&a‘ prdlﬁbsed-

offering of subscription warrants to holders of its common

stock and (2) to execute and deliver a Seventh Suppleméntal‘

Indenture and, in connection therewith, to issue and se}.l“ '_
$3,000,000 aggregate principal amount of its debentures.-
Applicant is a Califeornia 'corporation' fu:m.sh:.ng
local and toll telephone sexvice in portions of Califoma
and Nevada. For the year 1965 the company reports tota.l
cperating revenues and pet income of $15,646,987 and |
$2,716,825, respect:.vely, and net telephone plant a.nvestmen‘-
of $62,063,544, as of Decenber 32, 1965.« Accord:i.ng to.
applicant's 1965 annual report on :Ez.le with tke camm.ss:.on, |

54,232 ‘!:elephones were in sexvice at the end of t.‘ne yezu., '

,,\‘




A.48478 MON

of which 438,356 were located in Califormia. The corpora_ti.oﬁ"s |

reported capitalization ratios as of Decembex 31, 1965,
together with pro forma ratios g:.v:.ng effect to the f:.nanc:.ng
proposed herein, are as follows:

December 31,
196S

Long-term debt 50% _

Preferred stock 13
Coomon. stock equity 37

Total | _;gg§'

'J.'he utility estimates that :.ts construction: expe.nd:.-

tures for the year 1966 will aggregate. $19,700,000, segreg'ated
as £ollows:

Central office equipment $ 9,260,500
Local exchange and toll lines 6,160,200
Land and buildings: 2,254,200
Station equipment and aoparatus 1,860,600
Pt:rm.ture and work equ:.pment 164:500‘&'

Total | | 319!7005000

'J.'he company states that it had $ll,000’ 000 of short—-.
texrm borrom.n_gs outsta.ndmg as of July 26, 1966, ‘wh:i.ch :.t used
for paying a portion. of the 1966 construction oosts_. :

In this proceeding applicant proposes to issuev and
sell 70,000 shares of its $5 par value coxmnon stock through
offering to its cocmmon sh.areholders transferable warrants
ev:x.donc:.ng r:.ghts to subscr::.be for one additional. ccmmon .share
for each 17.5 shares of common stock held on the record date,
rounded to the nearest full share. The. aop..:.cat:x.on, as mendod,
shows that Continental Telephone Corpora.t.'x.on, the holder of

54.5% of applicant's outstanding common. stock :.ntends to




exercise 21l of its rights in connection with the offering ané

to purchase, at the subscription price, shares offered to and
not purchased by other stockholders. The amendment to the .
apphcat:.on indicates that the subscr:.pt:.on pr:.oe w:x.ll reflect
current market conditions on the record date and will not be
less than $41.25 per share nor more than $42‘.*75 pex share.

Authority is sought also to issue and sell a new
series of debentures to 'be designated S~7/8% S:.nking Fund.
Debentures due 1991. They will bear a maturity dateu of
June 1, 1991, and will be redeemable at an optional redemption
price of 105.875% of the principal amount to be redeemed, plus
accrued interest, if redeemed on oxr before June 1, 1976, and
thereafter at annually reduc:.ng prem.xms. However, such
redemption may not be made prior to June 1, 1971, through the
use of funds borrowed at an interest cost of less than 5-~7/8%
per amnum. Said debentures will be issued under and ‘gursuant‘
to a Seventh Supplemental Indenture further amending an |
Original Indenture as heretofore amended.

According to apphcant, the terms and cond..t:Lons of
the proposed debenture issue are reasonable' because most
institutional investors contacted indicated that they would
require a higher interest rate in addition to. restncted
redemption provisions.

Upon receiving aunthorization from the Comission,
the company plans to sell the debenturxes to several :.nst:x.-
tutiopal investers for cash, at their principal amount, plug
accrued interest, pursuant to th.o_‘ te:ms of a Debenture o
Purchase Agreement. s




The 2pplication, as amended, shows that the net proceeds '

to be derived from the sales of common stock and debe.ntureé p:}o-
posed herein will be used to refund, in part, applicénf.',s’
outstanding short-term bank loans. |

The Commission has considered thi’s matter and £inds
that: (1) the proposed stock and debonture isgues are for .
proper purposes; (2) applicant has need for funds from external
sources for the purposes set forth in the application; (3) .
zpplicant will be ré?;uited to Pay interest at a ldarer effective
rate than it would in the absence of a xestricted zedempjtiog
provision:; (4) the proposed Seventh Supplemental Indenﬁufe )
will not be adverse to the public interésﬁ: (5) the money,
property or labor to be procured or paid: for by the i_ssue
of the stock and debentures i:erein authorized is 'reaso:iably_
required for the purposes specified herein; and (6) suc\h\
purposes, except as otherwise authorized for accruedl interést
are not, in whole or in part rea.sonably chargeable to operat:.ng
expenses or to income. On the bas:.s of tnese f:.ndn.ngs, we con-
clude that the application, as amended, should be granted. A
public heaxing is not necessary.

In issuing our ordex herein, we ﬁlace applicant ‘a_nd'
its shareholders on notice that we do not ;égard the number of
shares outstanding, the tqtal par value of the shares ,ﬁ_or‘ the
dividends paid as measuri:ig the return applig_ant shouldbe
allowed to earn on its investment in Plant and that the
aut'ho:iza‘tion herein given is not to be co::strued as a finding

of the value of zpovlicant's stock or propérties nor as ‘indicetive
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of amounts to be :x.ncluded in proceed:.ngs for the defbem:.na..:.on‘ '
of just and reasonable rates. V

IT IS ORDERED thats: |

1. California Interstate Tglephone‘ Company, on or
after the effective date hereof and on or before December 31,
1966, may issue, to the holders of its ccmmon stock, ‘igra'r:‘:'ants |
evidencing rights to .subscribe td additional sharea of its |
ccumon stock, and may: issue and sell not to exéeed: 70,000
shares of its common stock at a price per share of not. less
than $41.25 nor more than $42.75.

2. Califormia Interstate Telebhone Cani:any may
execute and deliver a Seventh Supplemental Indeuture in the
same form, or in substantially the same fo:m, as that
attached to the amendment to the application.

3. California Interstate 'relephone Canpany may
issue and sell not to exceed $3,000,000 aggregate pr:.nca.pal
amount of 11:3' 5—7/8% Sirking Pund Debentures due 1991, at
not less than their principal amount, plus accrued :.nterest.

4. California Interstate 'relephone Company shall
use the proceeds from the sale of said c;cmon stock and;',
debentures, exclusive of accruved interest, for the pﬁ:r.;pose# '
specified in the application. The accrued interest may be
used for sald purposes or for gemeral éorporatg.i:ﬁﬁ:poﬂesQ
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5. California Iﬁterstate Telepizbne cmny shall
file with the Commission a report, or rep'orts; as required
by General Order No. 24-B, which order, insofar as applicable,'.
is hereby made a part of this order. |

6. This order shall become effectz.ve when Caliform.a
Interstate Telephone Cmpany hag pa:.d the fee presc:::.bed by
Section 1904 (b) of the Public Utilities coae; which fee is
$2,000. |

Dated at Ban Prancisoo ; California,

this Z g/'z’ day of AUGUST

Commiasioner Frederick B. Holobérf; being
necossarily absent, ¢1d not pmicipaw
in the d:LSpositioa or this proooed.tng.
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