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Dec:i.sion No. 71582

@RB@&M

BEFORE THE - PUBLIC U’.I.‘II.ITIES COMMISSION .OF m S‘.'EATE 01"? CALIFORNIA‘,'

In the Matter of .the Appln.cat::.on
of

THE WESTERN TELEPHONE comm,‘

a California corporat:.on, for
authority to () enter into an -
Amendment to Telephone Loan
Contract, dated November 12, :
1957, between Applicant and the
United States of America under
and pursuant to the Rural
Electrification Act of 1936, as
amended, acting through the
Administrator of the Rural -
Electrification Adm:.m.strat:.on,
(o) issue and sell its pronissory
notes to the United States of
Amexica in the aggregate principal
amount of $1,000,000, kearing
interest at the rate of two rer
cent per annum; (¢) to execute:-
and deliver a supplemental
mortgage of realty and chattels
to secure said promissory notes;
(@) to issue 1852 shares of
Common, Stock, $25 Par Value; and
to apply the proceeds realized
from said promissory notes and
sale of Common Stock to f:.nance '
add::.t:.ons and '.bettements. o ‘

Appl;cat:.on No. 48870
Filed .Octobexr: 14, 19o6
and Anendment: - .

‘Filed October.27, ;'566% |

OPINION
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This is an application ifor an order of the CQmié-sion :

authorizing '.l'he Western Te .ephone Ccmpany (l) to issue and- sell

-1,852 shares of its $25 par value common stock for a.n aggregate e

cons:.de:ata.on of $100 ooo- (2) to enter z.nto an Amendment to

its Telephone Loan Ccmtract w:.th the Una.ted States of Amer:.ca, ‘
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' act:mg i:hrough the .\dmim.strator of the Ru.ral Electrif:.cata.on
Adm:.n:.etmtzen. (3) to. execute and del:wer a Supplemental |
Mortgage an& Fa.nancing *‘tatement- and (4) to issue and

del:i.ver Mortgage Notes in the aggregate pr:.ncipal amount
'of sl,ooo,ooo. . 'ﬁﬁ

NS
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| Apphcant is a Cnln.forn:.a co:.-porat:.on engaged in
bus:.nesa as. a publ:.c. utzl.:uty tumsh.xng local and toll: tele-
phone sexvice in 'rnn.!.ty COun‘& \and in port:.ons of Humboldt, .
Mende::x.no and ’L‘ehama c:ountm.es. Accordmg to the company s A
.\.965 amm::al report on fn.le mﬂz the COmnission, :.ts operating
revenues and net income £or the calendar year were $1,411, 274
ana $139,083 respect;vely; and'a total of 5,460 telephones o
were in service at the end of the year. For the e:xght months -
ended August 31 » 1966, applicant reports total oPeratJ.ng
revenues of $1,000 738 and net :mcome ‘of $113,633.
appl:.cata.on shows that the cempany s net telephone plant
investment was $$,477,315 as of August 31, 1966.

Prev:.ously, the cOmnzssa.on has auther:.zed the ut:Ll:.ty
to engage in Rural Electnfa.cat:.on Admma.stratn.on :En.nancn.ng to : B
the extent of $4,188,000 in order to retue _:.ndebtedness andv
to expand piant facilit.i‘.es in its sexvice -a.ree. It appears
that the entire $4, 188, 000 of loan proceeds were expenaed by
early 1964, and that ext:ens:.ve add:nt:.ons to plant have been
made since that t:.me. 1 _ ‘

The caupany s construction plans :md:.cate t‘nat
expend:.tures oi $2,210, 997 will be recp::l.red over a f:.ve-year

perz.od end:.ng in 1971 for fumsh:.na service to 1,637
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o add:.t:x.onal subsen.bers, uperad:.ng semce and prov:.dmg add:.ti.onal
" ‘toll fac:.l:.ta.es and dial central off:.ces. A sum of $5,500 is

: :anluded in sa:.d expend:.tures for the proposed toll stat:.on area
L N

of Ham.son ‘Galch,- which area is the subjecté a di \Sé'tween -

., appla.cant hand Bappy Valley Telephone cqnpany in pendmg Cases
Nos. 8462 and 8474. It appears that: /:.nter:.m loans :.ncu:.-red m

connectlon w:.th apphcant‘s construct:.on p:ogram are outsta.nd:.ng

authom.zed by Dec:.s:Lon No. 70868, dated June 21, 1.966, :m
")Appl:.catlon I\To. 48514. SR

e

In th;.s proceedmg, the. oompany proPosee to. borrow ) _
$l,000 000 through additional Rural Electr:.fn.cata.on Adma.m.stration
financing pursuant to the prov:.s:.ons of an Amendment to~ mts
Telephone Loan COntract. The: borrow:.ng will be. ev:.denced by ’
35-yeaxr Mortgage Now es bear:.ng n.nterest at the x'ate of 2% per N

an_.nm. ‘l‘he notes. w.x.ll be secured by an ex:.stmg mortgage as

unended or supplemented.

o
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As a: condit:.on £for obta:.n:.ng sa:.d $l,000 ooo, the
Rural Electrif:.cat:.on Administration requ:.res the company o
_ Ancrease its eqtuty by at least $250 000 th::ough the sale of

‘additional common stock. It appears that sa:.d requ:.rement

L was met pa.rt:;ally by the .sale of common stock to’ the extent

"f‘ o

of. $1so,ooo pursua.nt to. atrthor:.ty granted by— Dec:.sn.on No. 70735,

.. dated May 2, 1966, in Application No. 48445. - Io- order: to~

——— gt

‘, comply fully w::.thwthe requ:.rment, the ut:.la.ty proposes to

R

. 1ssue 1.852 sha.res of its comnon stock tO'Cont:.nentaJ. e

e

o Telephone Co::porat:.on for & consa.dera.t:.on of $100,000, whlch - ; .




A5 equivalent %o a Pﬁc‘»‘ of approximately "$'54 :;er share. ‘The . B

~balance sheet, 2t ttacted to the appl:.cat:.on as E:ch:.b:.t B, .

iadicates a book va:l.ae of $53. 93 pcr sha..e for the common stock\,_‘l :

as of August 31, 1966. _ -

Accord:.ng to the appl:.cat:.on, the proccoc’is to bc
dexrived from the proposed note and stock :.ssues w:.ll bc o
applied toward discharging $550 000 of ..n*'cr:.m construct:.on
loans and f:.nanc:.ng part of the company s consmﬂxon proqram.

The Commission bas considered th:.s ma te* and :f:..nds
that: (1) the proposcd note and stock :LS"U.Q..-; are ’or propcr |
purposes;: (2) the moncy, prOpertV or labor to be procurcd or h
paid for by the issue of t‘ne notes and stock he o:m author:.zcd )
is rea.,onably ::cqu:x.:ed for thc pur:po es spec:.f:.cd heren.n, |
(3) such purpescs are not, in whole or :.n pa::t, roa.;onably
charccable to operating expenses or to :.ncome -,= and (4) the
oroposcd doc'mcnts will not be adverse to the publ:.c :.ntercst. ‘
On the b::s:.s oL these findings we conclude that t'he appl:.cat:.on, .
as amcndcd, skould bc g'*antcd. A publa.c hcanng ig notl noco saxyc '

In icsuing our o::dcr hcrc:.._, we placc aoplzcant and ‘

+s sharcholdexs on notice that we do not regard ohe numbe... or. -

shares outstanding, thc total paxr valuc of the .,ha.res nor thc
dividends paid as mca.,ur:.ng the rcturn appla.cant should bo
a..lowec‘l to earn on its: ..nvcstmem. in plant and that- ﬂ'ze
author:.zat:.on herein granted is not to \bc const“ucd as a ..’.‘md:mg :
oL thc value of appl:.cant’" stock or - proocn.:.e" nor as :.nd:.ca.t:.vc.
of moun...s to bc :.ncluaed in proceed:.ng..—, £or tne dctcma.natz.on of. N

, Juct and rea«onable rates Moreovcr, such. authonzation 15

without pxejud:.cc 0 the issues in Caseo Nos. 8462 a.nc':' 8474. .




ORDER

0 mommmtmv ;

-l; The We .tcrn Telephone CCmpany may enter .Lnto and
exectte ans Ameadment *to its Telephone Loan Contr ot w:x.th the
United States of Amer.c.ca, acta.ncr through the Admn.n:.strator of
the Rural Electnfn.cat:.on Administration, and may exocute and
delivex a Supp...emental Moxtgage and I‘:.nanc:.ng Statement. wh:.cb.
documents chall be in the same Zform, or in substan’c:.ally w.he
same fom, as those attached to the appl:i.cata.on as Exh:x.b..t G R
and Exh.xb:.t o, re«poct:.vcly.

2. The Wes..ern Telcphonﬂ' COmpany may :.ssue. and :
deliver Moxtgage Notes in the aggregatc pr:.nc:.pal anount o£
aot to exceed $1,000,000 in the Same form, cx in sub"ta.n :.a.lJ.y
the same form, as that attached: to the amendment to the -
application.

3. On or affer the effective date h’ei:"eo;f‘ 'and?"lon ox"
before June 30, 1967 » The Western 'I'olephonc COmpany may :.ssue .
and s2ll 1,852 shares o... its conmon stock for an aggregate
consideration of not iess than $lOO 000 to Conomental '
'relepnone Co:porat.:.on.

4. The Western Tclenhone Ccompany ...hall L.se tnc
proceeds to be derived from the note and stock :.ssucs here.m
authorized for the purposes set forth in th:.e p*occed:mg.

S. The Western .elephone Ccmpany c'n..'.xJ.:!. file w~ tn the |

Comission a report, or repor*'s, as requ:.rcd by Gereral Ordc::

No. 24-, waich ordex, a.nsofar as appln.c&le, .1." hcrebv

nade a pa::t of this o:dcr. :




Ge Thms order Jhall became effect;ve when The-Western
Telephone Company has paid the fee-prescribed by Sectzon.19o4(b)

of the Public Utilities Code, wh::.ch fee is $300.
Dated at San Francisco
this 28 %ay of NOVEMBER , 1966,

» California,

~President . . i

- cv-tsmcr 'Geérzé Gl Grovordid -  i
not parncipatc AR tho d13po_,1u°n " S
o ot this procood.mg. T o ;

‘ ’ s.t.chell boing AR
cowisslonvr, ?v:ter« E. K R
pecessarily’ absent,: die" not parucipate |
in m d:l.sposl.uon ot t.h:s procoedin&

§ ~;;z.s_zl&m%pmmocowmasszoxfr?
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