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Decision No. 71423 |

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF cu.:rom

I; the Matter of the Applicat:x.on
o

CALIFORNIA INTERSTATE TELEPHONE
COMPANY, a California ‘
co:poration,_

Appl:.cat:.on No. 48325
F:.led September 2‘7, 1966 ‘

- for an order authorizing it to
- issue and sell $10.000,000 .
Principal Amount of its Pirst
Moxrtgage :Bonds, Senes C,

due 1991

OPINION

California Interstate Telephone Cmpany has f:.led th:.s
application requesting authonzat:.on to issue. and sell .?:u:st
.Mo::tgage Bonds in the pmc:.pal amount O.L $10 ,OO0,000, and to
execute a supplemental :.ndenture. |

Applicant is a Cal:.foma corporat:.on furm.sm.ng
local and toll telephone semce in port:.ons of Cal:.fom:.a and
Nevada. For the year 1965 the company reports total operat:x.ng '
‘revenues and net inceme of $15,646,987 and $2, 716 825,
respectively. According to appl:.cant s 1965 annual report on
£ile with the Commission, 54,232 telephones were n.n serv:.ce at
the end of the year, of which 48,356 ‘were located a.n Cal:.foma.

In its Augqust 31, 1966 balance sheet the compa.ny ‘
:::eporfs net telephone plant of $70,683,598.- Appl_ca;zt_f
capital ra.t'i.osion. sa:.d date, adjusted to \gi.ve effeetto the :
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recent sale of .70 000 shares of its commob.‘ stock at $42 per o
share and the $10,000,000 bond issue proposed in th.':.s proceed:.ng}

axe ccmputed as follows.‘

Long-term debt - se%
Preferred stock . 10
Common stock equity 34

Total  00%
The ut:.l:.ty estimates that its cash requ:.xements for
construction during the year 1966 will aggregate s1¢, 7oo;bod.v )
segreqated as follows: . LT

Central office equipment ‘ $ 9,260,500,
Local exchange and toll lines , 6,160,200
Land and buildings. 2,254,200
Station equipment and apparatus - 1,860,600
Furniture and work equipment 164,500

Total | - gle-“’voof“ 000"

The apphcata.on shows tbat recently” autho**n.zed -83les

of the company's canmon stock and debentures, togetber mt.'n
internally generated funds and the bond issue proposed in
this proceeding, will enable: appl:.oant to meet such cash
‘ requ:.rements, including the repayment of temporary bank
borrowings £or construction. -

In this p::oceeding, applicant secks auihority to
issue and sell $10,000,000 principal amount of its new bonds

to be designated First Nortgege Bonds, Series c~ due 1991.'

The utility asserts that the net p:oceeds from ,.he sale

' will be applied toward discharging short-temm bank loans

| incurred for construct:.on, and tha.t the balance, a.f any,

" will be used to fa.nance a portion of. :.ts 1966 constxuct:.on -
Program.
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Applicant reports the new issue wa.ll be f'old at com=
petitive bidding, the successful b:d ‘to determine the :mterest
rate. %The bonds will mature November 1, 1991 and w:.ll '.be
subject to redemption at an initial redemption price equ:.valent
to the initial public offering price ox the principal amount,‘
whichever is greatexr, plus the annual :mterest rate spec:x.fa.ed
in the successful bid, plus acerued and unpa:.d interest, and
thereafter at reduvcing premiums. Redempt:.on privileges will :
be subject to the five—year;. rest::iction. Erequently fou:nd" in
such offerings’ at the present time. The bonds will be secuxed
by an existing indenture as heretofore supplebnenﬁedf and as
further suppletnented by the proposed Seventh Supplemental
Indenture. | | - ,' |

The Commission has considered this matter and :E:Lnds
that: (1)} the proposed bond :.svue is for proper purposes.

(2) applicant has need for funds from external sources xor |
the purposes set forth :Ln the appl:x.ca.t:x.on, ) appl:.cant -
will be requ.xred to pay :mterest at a lower effecta.ve rate
than it would in the absence of the proposed restricted | |
redempt:.on prov:.s:.on. {4) t.'ne proposed Seventh Supplemental
Indenture will not be adverse to the publ:x.c :.n'__terest;.-

(5) the money, property ox v.'labox;"to be p:_:oci.xred or paid for
by fhe issue of the bonds herein'euthorized' is ree.sooably |
required for the purposes spec:.fn.ed herein; and (6) suc.h
purposes, eoccept as otherwise authonzed for accrued :.nterest.
are not, in whole or in pa.rt reasonably chargeable 'l:o ‘
opexata.ng expenses or to income. A publ:.c hear:x.ng' is not.

necessary




on the basis of the forecoing findings, we coﬁclude
that the application should bo gra.nted. The author:.zat:.on
herein gra.cted is for the ;pu.rpose of this proceeding only and
is not to be construed as 'indicative of amounts to bei::.ncluded
in proceedings for the determination'of just and g'rea.é.ocable

" ORDER

IT IS ORDERED that: |
1. California Interstate Telephone Company may
invite the submission of written sealed bids for the purciiase

of $10,000,000 agaregate pr:.nc:.pal amount of its First Mbr{:g'ag'e

Bonds, Series € due 1991. _

2. Californmia Interstate Telephone COmpany may
execute a.nd deliver a Seventh Supplemental I'ndectcre in r.he
same form, or in substant:.ally the same form,. as that f:.led
in this proceed:mg as Exhibit A, and may issue and sell saa.d-
$10,000,000 of bonds at the price offered in sa:.d b:x.ds wh.'x.ch
w:.ll result in the lowest annual cost of money deberm:.ned in
accordance with the b:.dd:.ng papers f:.led :.n th::.s proceed.mg ‘
as Exhibit B. _

3. California Intersta.te 'relephone Cmpany sha.ll
use the proceeds from the issue and sa.le of sa:.d bonds,
encclusive of accrued a.ntorest, for t.he purposes speczfzed
in the applrcat:.on. The accrued interest :nay be used for

such purposes or £for general corporate purposes.




4. :mmediately upon' awarding‘ the contract for the |
sale of said bonds, California Interstate Telephone Compary
shall file a written report with. the Commission showing, as
to each bid zeceived, the name of the bidder, the price, the |
interest rate and the cost of money to apphcant based on
such price and interest rate, -

S. W:x.th...n th:.rty days after the :.ssue and sale of
the bonds herein authorized, California Interstate Telephone '
Company shall file with the Commission three copiesof :.ts
prospectus rxelating to said bonds. ‘

6. California Intersta'be Telephone Cmpany Bhall
file with the Commission a statement, in lieu of a report
uder Gene::al Order No. 24-3, disclos:.ng the purposes fo::
which the bond proceeds were used. ) ‘

7. This order shall become effective when
California Interstate '.relephone ccmpany has pa:.d t.he fee .
prescr:.bed by Secta.on 1904 (b) of the Publ:.c Ut:..'!.it:.es COde,
which fee is $5,500.

Dated at San Francisce , California,

thisﬁ/day of




