ORICINAL

BEFCORE THE PUBLXC U‘I’iLITIES- COMMLSSION OF THE STATE OF CALIFORNIA

Decision No. €934 74

In tLe Matter of the Applzcatzon
'of

Application No. 49679

COMPANY, 2 Calzforn;a
corporataon,

issue and, sell $7,000,000 .
Prmncxpal Amount of its First
Nortgage Bonds, Ser:es D due

)
)
)
)
)
| )
fo* an oxder. auﬁhorzzxng it to )
)]
)
1992, )

)

QRINZICN

Thié-is an application for an‘o:der of‘the cdmmi ssion
author;z;ng Califorpia Xnterstate ;elephonc Company to ; sue
and sell $7, 000,000 aggregate pr:nc;pal amount of. zts bonds,
and to cxecute and delmver a2 ﬂupplementa* ;ndenture-

Appllcant is a California comporat;on fuxnzsh;rg local
and toll telephone service in portmons of Cal;foznza and Nevada.
For the year 1966 the company reports total operatzng revenues
and net income of $17 793 366\and $2,916,506, . respectavely.

‘Accordlng to applzcant‘s 1966 annual report on fmle wiﬁh thé
Conmmission, 59,637 telephoncs were 'in servzce at tne end of
the year, of. whzch 53,123‘were located in Calzfo:nla. : |

In lts July 31 1967 balance sheet the company *eports-

net tclephone plant of $84,934,202. Thc corporatzon s capztal

ratios on sazd date, and as adjuoted to g:ve effect to-the
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'xecently authorized $2,500,000 preferred stock issue znd to the
proposed bond ‘islsue,f arc computed as ,follow-:
| - July 3%,
) | 1967
. Long~term debt - - S5% . S7%.
 Preferred stock . SRR - w12
cqmmon stock equ:.ty - 35 o 3L
motal'sf o B 103 o 1065“3
'I‘he ut:.llty estinates that :.ts constructa.on program
for the ycax 1967 w::.ll amou.nt to $1s 373 000 scg:egatcd ag ‘

follows H

Station cquirment and apparatus. - $.1,081,000
Outside plant : - 5,308,000
Central office ecquipment - © 8,624,200
Land, bu:.ldn.ng and other telephone plant 359 800

Arotal; o

§15£373Eooo§,",'
The appl:.cat:.on shows that the company has f:.nanced
a portion of its construct:x.on orogram by means of shortdtem
ronk loans, of which $10,531,000 are outstanding as of
September 21, 1967, and are expected to be reduced to approxi-
mately $7,000,000 wn.th funda £rom appl:.cant s parcnt corpo:at:.on,
Continental 'J.‘olephone COrporata.on, 2lthough add:.t;ona.l f'hort-
texm borrcw:.ncr., may become necessary to .,upplomont :.ntemally
generated funds to completc the 1967 cons truct:.on program.
In th:.s proceed:.ng appl:.cant sceks author:.ty to :.
and sell §7,000, 000 aggregatc pr:.:o.c:.pal amount of :.t., new' bon.ds
to be designated F:.::..,t Mortgage Bonds, aer:.e.. D due 1992 The
ccmpany a..-,scrts that the proceeds from thc sale w:.ll be . appl..ed

toward d:.scharg:.ng short—tem bank loan... :.ncu.rred ...o: construct:.oa




A.49679 m.

I
and any remaining fui.nds will be used to finance, in part, the
balance of its 1967 construction prog:m.

Applicant reports that the new issue will be sold at .
competitive bidding, the successful bid to detexmine the interest
rate. The bonds will mature November 1, 1992, and will carry a
£ive-year restm.oted redempt:.on provision sa.m:xlar to that |
-frcquentiy found in bond offer:.ngs 2t the present time The
bonds will be secu:red by an ex:.st:zng ...ndenture as heretofore
supplemented and as £uxther supplmented by a proposed E:Lghth
Supplemental Indenmre.

The Com:.ss:Lon has considered this matter and £inds
that: (1) the ﬁroposed bond issue :_i,é for proper pu.i'poses: |
(2) applicant has need foﬁ: funds from external soui:ces for the
purposes set forth in the appli‘caﬁion; (3) applica;ﬁtlﬁll be
reguired to pay interest at a lower cffective rate than it
would in the absence of the proposed restricted redempt:.on
provision: (4) the progosed‘ Eighth Supplemental Indenture '
will not be adverse to the publ'ic'.intere.'st: (5'). the noney, -
property or la'bor €0 be proe\:xed or pa::.d for by the issue of
the bonds herein .author:.zed is reasonably requ:x.:ed for the
PUrposes spec:.f:.e'i here:.n, and (6) such purposes, except as
ot.hemse authonzed for accrued interxest, a::e not, in whole
or. ::.n part: rea.sonably cha.rgeable to operat;ng expenses ‘or to
income. A publn.c hear:.ng is not necessar.y.

Oon the ba.s:.s of the forego:.ng f:md:.ngs, we conclude
that the applxcat:.on should be g'anted. The aut.honzat:.on
here:.n granted is for_ the vp\.n:pose of. ,tb..z.s proeeed:.:og only- |
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and :.s not to be construed as ..nd:.cat:.vc of amounts to be mcluded

in proceed:.ngs for the determination of just and :easonaole‘_, rates.

ORDER

IT IS ORDERED that:
1. Cal:.for.n:.a Inter..tate 'I.'elcphone Company may exceoute
and deliver an Ez.ghth Supplementa.l Indenture in the same ‘orm, or

: .;ubstanmlly the same fom, as that £iled in th:x.s proceed:.ng ’
as Exhibit B. '

2. california Interstate Telephone Company nay :.nv:.te

the submiséion of written sealed bids for the purcha'se of pot.
exccedmg $7 000,000 aggregate prmc:.pa.l anount of :.ts Pa.::..-,t
Mortgage Bonds, Senes D due 11992, such :.nv:xtat:xon for ‘b:.d.; to
be publ:.shcd at 1east f:.ve days pr::.or to t.he date set fo:: the
opemng of the b:'..ds. : ‘

3. c::l:.form.a Interstate '.I‘elephcne Company. may :Lssue
and sell said bonds in the aggregate principal amount of not -
exceeding $’.7,OOC:),'VOO.O to the purchaser, or purchései:s‘,’ o'ffering‘
to it the most favorable terms as aiscio sed by the b:.ds rece:.ved.

.' 4. Cal:.foma Tnterstate Telephone Company sh-a._l m
the proceeds £rom the issue and sale of said bonds, euclus:.ve
of accrued :.ntercst, for. the PUXPOsSES speczf:.ed :m the appl.:.-

- cation. The accrued mterest, if any, may be used for 3uch

purposes or for ‘genexal corperate purposes..
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5. i;mcdiatcly upon awax‘diiig the contract for the
sale of sa‘id"bohds, california Interstate TelephoneCompany
'shall file a wntten report with the COmm:.ss:.on showa.ng,
to each bid rece:.ved, the name of the b:udder, the pr:x.ce, the
| :.ntcrest rate and the cost of moncy to apphcant ‘.ba.sed upon
such price and :.nterest rate. b

6. Wn.th:.n th:.rty days after the issue and sale of the
bonds hcrcn.n authonzed, Cala.foma Intcr.;tate Telephone chpany
sha.ll f:.].e with the COmm:.ss:xon three cop:.es of :.ts prospectus _
relatmg to said bonds. |

7. Cal:.fozm.a Interstate Telephone CQmpany shall file

: wn.th the commn.ss:.on a statement, in lieu of a report u:o.de.r Geneza.‘l.

o:cder No. 24-3, d:.sclos:mg the purposes for which the bond proceeds, -

were. used. o ‘ |
| 8. This oxder shall beceme effective when Caln.form.a
Interstate '.felephbne Cmpany has paid the fee‘ 'presc::ibed' by'
_Section 1904 (b) of the Public Utilities cOde, which fee is
$4,000. | |

Dated at ___ - Sam Frapcisea _ -J“vCali:Eomia,_ this
0%y o OCTOBER , 1967




