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Decision No •. __ 7_5_2_1_3 ___ _ 

BEFORE 'I'HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
) 

GOLDEN l'1EST TELEPHONE COMPANY ) 
) 

for an oracr au~~orizins it to (a) ) 
enter into a loan agreement with ) 
Pacific Mutual Life Insurance ) 
Company, (b) to sell and issue ) 
$1,000,000 principal amount of its ) 
7-l/~~ promissory notes to Pacific ) 
Mutual Life Insurance Company ) 
pursuant to said loan agreement, ) 
and (c) to sell and issue 54,348 ) 
of its common shares as requireQ ) 
by said loan agreement. ) 

------------~----------------) 

Application No. 50776 
Filed December 26, 1968 

In this proceeding Golden West Telephono Company requests 

an order of the commission authorizing it to execute a loan agree-

ment, and to issue 54,348 shares of common stock and a $1,000;000 

note. 

Applicant, a sUbsidiary of Continental Telephone 

Corporation, is a California corporation furnishing local and toll 

telephone service in portions of the States of Arizona and 

California. For the year 1967 the company reports total operating 

rcvenue= and net income of $S,2a7,5~S and $70S,5S6, respectively. 
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According to the utility's lS67 annual report on file with the 

Commission, the company had 28,123 telephones in service at the 

end of the year of which 26,503 were located in California. As 

of September 30, 1968, applicant reports assets and liabilities 

as follows: 

Assets 

Telephone plant less depreciation reserve 
Investments 
Current assets 
Deferred charges 

Liabilities 

Common stock, $1 par value 
Preferred and preference stock 
Surplus 
Long-term debt 
Current liabilities 
Deferred credits 

Total 

Total 

$19,154,747 
3l,148 

1,218,510 
57,651 

$20, .c!.62, 056 

$ 1,108,782 
462,175 

3,846,431 
13,919,503 
1,01$,464 

106,701 

220.462,056 

By Ordering Paragraph No. S of Decision No. 71700, dated 

December 13, 1966, in Application No. 4895S, the Commission autho-

rized applicant to issue promissory notes in the aggregate principal 

amount of not exceeding $2,000,000 at anyone time outstanding 

pursuant to the terms of a credit agreement with Crocker-Citizens 

National Bank. Although the $13,SlS,503 of long-ter.m debt consists 

primarily of Rural Electrific~tion Administration indebtedness, 

such item also inclUdes $1,300,000 of said baruc notes. Applicant 
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anticipates that the latter balance will increase to $1,500,000 

by ~e time it exercises the authority requested in this proceeding. 

Pursuant to provisions of a proposed loan aqreement 

with Pacifie Mutual Life Insurance Company, applicant eontemplates 

borrowing $1,000,000 which it will use for retiring a portion of 

said bank loans. The borrowing will be evidenced by a promissory 

note bearing interest at the rate of 7-1/2% per annum payable 

semiannually, and requiring repayment of the principal amount in 

annual installments of $20,000 commeneing January 1, 1972, with 

the unpaid balance beeoming due on January 1, 1994. Applicant 

will be permitted to prepay all or any part of the loan in multiples 

of $10,000 upon payment of ace rued interest and a premium of 

7.5% for the first seven years and reducing each year thereafter. 

However I the company will not be permitted to make any such optional 

prepayment prior to January 1, lS7S, if such prepayment is made as 

part of a refundin9 operation using funds borrowed at an effective 

net interest cost of less than 7.5% per annum. It appears that 

under present market conditions the utility would not be in a 

position to issue the $1,000,000 note without paying a higher 

interest rate than 7-l/2% per annum without the ten-year refunding 

restriction. 

In order to increase its equity eapit~l by $500,000, 

applic~nt proposes to issue 5~,34$ additional shares of its $l 
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par value common stocl: to its parent corporation at a price of 

$$.20 per share, being ~e price recognized by the Commission in 

said Decision No. 71700. The stock proceeds are to be used for 

capital additions, to retire outstanding bank loans for capital 

aaditions, and to reimburse the company for funds expended for 

capital additions. 

After consideration the Commission finds that: (1) the 

propos~d stock and note issues ar~ for proper purposes: (2) ap­

plicant will ~e required to pay interest at a lower rate than it 

would in ~1e absence of the proposed restricted prepayment 

provision: (3) the money, proporty or ~abor to be procurea or 

paid for by the issue of the stock and note herein authorized is 

reasonably required for the purposes specified herein: (4) such 

purposes are not, in whole or in part, reason~ly chargeable to 

operating expenses or to income; and (5) the proposed loan agree­

ment will not be adverse to the public interest. On the basis of 

these findings we conclude that the ~pplication should be granted. 

A pUblic hearin~ is not nece~sary. 

In issuing our order herein, we place applicant and its 

shareholders on notice that we do not regard the number of sl~res 

outstanding, the total par value of the shares nor the dividends 

paid as mea~uring the return applicant should be allowed to earn 

on its investment in plant, and tbat the ~uthorization herein 
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~rantcd is not to be construca as a finding of the value of 

applicant' s stoclt or properties nor as indicative of amounto to 

be incluaed in proceedings for the determination of just and 

reasonable rates. 

IT IS ORDERED that: 

1. Golacn i'1est Telephone Company may execute, deliver 

and enter into a loan agreement with Pacific Mutual Life Insurance 

Company, which agreement shall be in the same form, or in sUb­

stantially the same form, as that attached to the application as 

Exhibit B .. 

2. Golden West Telephone Company, on or after the 

aate hereof ana on or before March 31, lS5S, may issue and deliver 

to Pacific Mutual Life Insurance Company its promissory note in 

the principal amount of not exceeding $1,000,,000, which note shall 

be in the same form, or in s'\:Ibstantially the same form, as that 

attached to the application as EXhibit A of Exhibit B. 

3.. Golden ~'icst Telephone Company, on or after the date 

hereof and on or 'before !1arch 31, 1959, may issue and sell not 

exceeaing S4,34~ shares of ito $1 par value common stock at a 

price of $$.20 per share. 

10·.. Golden tV'est Telephone Company shall use the proceeds 
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to be derived from the issue of said stoc]~ and note for the 

purposes specified in this proceedin~. 

5. Golden I'jest Telephone Company shall file with the 

commission a report, or reports, as required by General Order 

NO. 24-B, which order, insofar as applicable, is hereby made a 

part of this order. 

6. The effective date of this order is the date hereof~ 

Dated at 8M Francisco 

Of, ___ J_A_NU_A_RY _____ , 196~. 
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, California, thisllstday 

Commissioners 

Commissioner thomas Moran, being 
neeessarlly nosent. did not parUei}:late' 
in tho dlsposit1on or this procco41ng. 


