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BEFORE TEE PUBLIC UTILITIES COMIISSION OF THE STATE OF CALIFORNIA

Decision No. gggzg' '

In the Matter of the Applxcatxon
of

CALIFORNIA INTERSTATE TELEPHONE
COMPANY

for arn order or orders .
authorizing.(l) applicant to
issue shares oL its common
stock, $5 par value, for cash

or in cancellation of
indebtedness and in exchange foxr
the outstanding common stock of
Henderson Telephone Ceompany,
Inc., and (2) the merger of
Hendexrson Telephone COmpany,
Inc. 1nto appl;cant.

Application No. 49794 -
Filed November 14, 1967

‘ ard Amendment oo
Filed December 12, 1967,
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OPINLIO N

California Interotate Telephone CQmpany ms a Callfornxa -
corporation £urnlsh1ng local and toll telephone crvmce in portxons\‘

of California and Nevada. In thxs proceedlng thc utllmty seeks

authority (1) to issuc and sell 55,600 shares of its $5 par valucsrﬁ ;

cormon stock for an aggregate consider&tion-of $2,502,0O07-ané o
(2) to issue an additional 37,153 shares of its common stock 1“
connectzon with a proposed mcrger. ,

Applicant has been authorized previously Eo issﬁe_andJ
sell securities to finance a portion of its l967‘:6nstrﬁction" |
costs, the latest authorization being for $7,000,000 of Fit$£ “"
Mortgage Bonds as set forth in Decision No;773l74}‘aatéd 

October 10, 1967, in Appliéationzﬂo. 49879.
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The present applxcat;on shows that thc utzllty has
received advances totaling $2,500,000 from 1ts parcnt company,:
Continental Telephone Corporation, in connection with the
L£inancing of its 1967 construcfién program. ‘AppliCant«néw.
proposes to issue and sell 55,600 shares of iisuéommch stockf ‘
to Continental Telephone Corporation at & price of $45 per
share in consideration for cancellation of Ehe $2 500 000
of advances and 2 $2,000 cash-payment which will bevused for
construction purposes. It is stated that the $45~per sha:ey
purckease price of the common stock is the highest‘cash priéé"'
which the parent company is preséntly preparéd to péy,;‘ 

California Interstate Teléphone Cqmpany'alsg» p:oi '
poses to issue an additional 37, l58‘ghare?'of'its*coﬁmon ﬁtock-
in exchange for all the outstandzng common stock of chdcrfon
Telephone Company, Inc., a Nevada corporatmon. The lat:er, a
wholly owned subsidiary of Continental Telephone COtporAtioﬁ;
provides telephone service in the State of Nevada to apptéxif '
mately 5,000 stations located in the‘City-of‘Hendersdniaﬁd 
surrounding territory south Of Las veg$s. Substantlally
concurrent with the acquisition of said ¢tock, applmcant ‘
rlans to mexge Henderson Telephone Company, Inc. ;nto Ltself.

The application shows that in conrection w;th the
proposed merger applicant would assume‘the‘outstandxng_long—‘,
term debt of Benderson Telephone Company, IncC., which'debt‘
anounts to-approximately $1, 625 000.. The PLo forma balancc‘
sheet, attached to the applacatxon as part of Exhlbxt B, shows

that the proposed 37, 158 shares of common ,tock.plus the
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corxesponding premiuwm will egqual the commén‘Stbck equity‘of"”

Hendexrson Telephone Company, Inc., which amounted: to $467,485f

as of September 30, 1967.

According to the amendment to’the‘application, the’
nutber of shares to be issued with respect to the'merger is
based on the relative earnings of the two companleg £or the o
2l-month pericd ended Septembexr 30, 1967. It.as stated that‘
the proposed exchange of stock will ne;thex dxlutc nor enhanccv'
the carnings per sharxe of applzcant s outstandlng common stodkf
owned by minority sharcholders as well as by‘Conthcntal

Telephone Corporation. Moreove:, applxcant asscrts that Ehc

foregoing basis is moxe than falr in view of ﬁhe fact that the -

parent corporation paid in excess of $100 pex eha:re for the
stock of Henderson Tcelephone Company, Inc.

The Commission has considered this mattex ahd finds
that: (1) Henderson Telephone Company, Inc. conducts‘buéiness
wholiy within the State of Nevada and is nét a‘publié utiiity»
within the mecaning of the California Public Utilitieéxcddéi
(2) the propos ed stock issues arce for proper purpoee |
(3) the money, property or labor to be pxocured ox paxd for
by the issue of the stock hcre;n authormzed is reasondbly | |
required for the purposes specified hcre;n- (4) such pu*poseﬂ‘
are not, in whole or in part, reasonably dhargeanlel@9~operatlng;
expenécs or to income;. and (5) the aééﬁmption 0£ 6uts£;néi;g‘_
indebtedness in connection wi€h~£hé propbséd meréerwéirlf£6£ ;"

be adverse to the public interest.
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On the basis of the foregomng fmnd;ngs we concludo that

the application, as amended, should be (2) dmum;ssed for lack of
jurisdiction with respect to the proposed merger and (b) granted‘
in all othex re¢spects. A publ;c-hearzng is not’ nccessary.

In issuing oux orxder herecin, we plgcc appl;canz and
its sharéholders on notice that‘we do not regaravthe numbcr\"
of shares outstandlng, the total par value of the shares.nor
the dividends paid as measuring the return appl;cant should
be allowod to carn on its investment in plant, and that tpe-
authoxrization hexein given is nbt to,be éonstru@d{as a~finaihg 
of the value of applicant's stock ox propcrt;es noxr as indica-
tive of amounts to be ;ncludcd in proccedxngs for the dctc:m:-:

nation of just and reasondble_rates-

IT IS ORDERED that:

1. California Interstatc Telephoneiccmpaﬁy, fbr.thef\
purposes epecxémed in this proceedzng, may assume outstandzng .
indebtednes s and may issuc not exceedxng 92,758 uharcq o; ;ts
$5 par value common stock in' the manner sctlforth-mn_the
“ application. | | o |

2. Crlifornia Intexstate Tclephonc Ccmpany snall
£ile with the CommlSSlon a report, or reports, as requmred
by General Oxder No. 24-B, whxch order, insofar as applxcable," 

is hexeby made a part of thms order.
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3. This application, insofar as it seeks authority

pextaining to the proposcd merger of Henderson Telcphone

Cempany, Inc. into California Interstate Telephono Company,

is dismissed.

4, The effective date of _thisv ordexr is the aate
hercof. B

Dated at San Francisco
this /& day of JANUARY

, Califoxnia,:

r 196 "/'.'_\ :

g::::ff:izzl:er_mlliw ¥. Benn'et-t. being
Zecess rily absent, did not participate
o di..posi.uon; of this pProceeding, -




