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Decision ~ro_'-~7f'15~SCJW3~3~--

BEFORE THE P'OBLIC 'O'TILIl'IES COMMISSION OF THE STATE OF CALIFORNIA 

In: the Matter of the Application of ) 

:CALIFORNIA L.WERSTA~E TELEPHONE 
COMPA."'r.l and GOLDEN S'rA'I'E ~ELEPBONE 
COt-1Pl>.NY 

) 
) 
) 
) 
) 

for an order or orders authorizing ) 
(i) tbe mergcr of Golden State ) 
Telephone Company into- california ) 
Interstate Telephone Company and ) 
(ii) California Interstate Telephone ) 
Company to issue its securities. ) 

, ) 

OPINION 
~--....,..-.- ..... ~ 

Application No. 51136 
Filed June 3, 1969 

Califor.nia Interstate Telephonc Company reques~s an 

order of the Commission authorizin9 it to acquire all the out-

standing capital stock of Golden State Telephone Co~y, and 

thereafter to merge said company into itself. In addition, 

California Interstate Telephone Company secks authority to issue 

bonds and shares of. its capital stock in exchange for eorrespondin<;; 

securities of Golden State Telephono Company_ III connection with 

the bonds the surviving corporation desires authority to execute 

and deliver a s~plemental indenture under its proposed new name 
, 

of:;Continental 'l'clephonc Company of California. 
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Applicants are california corporations operatin9 as 

pUblic utility telephone companios furnishing communication 

scrvieesin various pc,rtions of the State of california. In 

addition, California Interstate Tel~hone Company operates ,in 

the western portion of'the State of Nevada. Each of the two 

corporations is a sUbsiaia~J of Continental Telephone Corporation, 

a Delaware co~ration. For ~~e year 1968, California Interstat~ 

Telephone Company and Golden State Telephone company report 

operating rcven~~s of $24,827,040, ana $5,836,104, respectively. 

Their reported asseto and liabilities at April 30, 1969, are 

summarizca as follows: 

Telephone plant less 
depreciAtion reserve 

Current asscts 
Other :1sscts 

Linbilieies 

Common stock 
Preferred stoek 
Capita.l surplus 
Earncd surplus . 

'total 

Long .. t~rm dt!bt (including 
current portion) 

Curr®t lit\bil1eics 
Deferred crcdie$ 

Californi3 . 
InterstAte 

T~l~?honcCompany 

$108,.679,,156 
4.,.362,,669 
1,540,173 

$ i,.299~80S 
9,.$20,.000 

20,.046~96~ 
9,.472,.,231. 

65,.354,.000 
2~2~3,.926 
2~S,070 
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Gol~n State 
Tclmh011C Compat'l"t 

$20,.254,915-
1,.586,.063 

208,283 

$ 1,500;000 
1,.296,.000 
4,809 .. 41$ 
2, 423'~ 954. 

11,179,.750 
436,.372 
403,767 

$22,049,261 
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The common stock of Californi~ Interstate Tel~hone 

company is represented by 1,459,961 shares of the par value of 

$5 each. By Decision No. 75669, dated 1!Jay 20, 1969, in Appiication 

1'70. 51020, the Commission authorized the company to issue and 

sell not exceeding 44,445 additional shares of such stock at a 

price of $45 per share aggregating approximately $2,000,000. 

With respect to Golden State Telephone Company' the 

outstanding common stock is represented by l50,000 shares of the 

par value of $10 each. 'I'he outstanc1in9' preferred. stock has a par 

value of $25 per share with 38,400 shares bearing a 6-1/~% 

dividend rate and l3,440 shares bearing a 5-l/&lodiviaendrate. 

In order to accomplish the proposed merger in accordance 

with Section 4124 of ~e california Corporations Code,' California 

Interstate ~elepbone Comp~y must own all the outstanding capital 

stock of Golden State Telephone Company. The application states 

that Continental Telephone Corporation, which owns all the out-

standing common stocl~ of' Golden State Telephone Company, will 

contribute such stock to California Interstate ~elephone'Company. 

The prayer of the application contains no request pe~ainin9' to 

the issuance of additional sbares of common stock. 

California Interstate Telephone Company proposes to 

issue 48,000 shares of. its Cumulative Preferred Stock,. SeriesC, 

and 16,aOO sbaresof its Cumulative Preferred Stoe~Series ~, in 
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exchange for said outstanding 38,400 shares and l3;,440 shares, 

respectively, of Golden State 'l'clephonc Company. The nCM shares 

of preferred stoclt will have a par value of $20 each and will 

bear the same dividend rates as apply to: said presently outstanding 

shares of $25 par value preferred stock. 

Under its new name of Continental Telephone company of 

california ~Q surviving corporation under ~1e merger intends to 

issue $7,573,000 aggregate princ~pal amount of its First Mortgage 

Bonds, Series F (S-5/ZC'~) due lS90 in exchange for outstanding 

First Mortgage Bonds of Golden State Telephone Company held by 

Pacific Mutual Life Insurance company.. The new bonds will be· 

sUbject to a seven-year restricted redemption provision.' 

It appears that the merger will cause the zurvi ving 

corporation to become stronger as a result of its increased size .. 

Also, applicants anticipate that"some cost savingz will result 

from the elimination of ~e necessity of keeping separate accounting 

records for the two companies as well as providing financing for 

each company on a separate basis. 

After consideration the commizsion finds that: 

1. The proposed acquisition of stock, merger 
and supplemental inecnture will not be 
adverse to the pUblic interest. 
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2. 1'hc proposed stock and bond issues arc for 
proper purposes. 

3. 'rhe money, property or labor to be procured 
or paid for by the issue of the stock and 
bonds herein authorized is reaoonably 
required for the purposes specified,herein, 
which purposes are not, in whole or in part, 
reasonably chargeable to operatin<; expenses 
or to income. 

On the basis of the foregooirlg findill9'~ we conclude that 

the application should be granted. A pUblic hearing is not 

ncecssar.l_ In issuing our order herein,' we place the surviving 

corporation and its sharebolders on notice that we do not regard 

the number of shares outstanding, the total par value of the 

shares nor the dividends paid ~ measuring the return the company 

should be allowed to earn on its investment in plant, and t~t 

the authorization herein granted is not to be construed as a 

finding of the value of its stock or properties nor as indicative 

of amounts to be inclUded in proceedings for the determination of 

just and reasonable rates. 

ORDER -..- .... - ... 

IT IS ORDERED that: 

1. California InterstatcTelephone Company may acquire 

all the outstanding capital stoele of Golden State Tel<llpnonc 

Company, and thereafter may merge said company into itself pursuant 

to the provisions of S~ction 4124 of the California COrpor<ltions 

Code. 
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2. California Interstate Telephone Company may issue 

48,000 shares of its Cumulative Preferred Stock, Series C, $20 par 

value, in exchange for the 38,400 outstanding shares of 6-l/4% 

$25 par value preferred stocl<: of Golden State Telephone company, and 

the former may issue 16,800 shares of its Cumulative Preferred 

Stocl<;, Series D, $20 par value, in exchange for tbe 13,440 outstarldin9' 

shares of 5-l/&h $25 par value preferred stock of the latter. Tl~e 

Series C and D stock shall he in conformance with a Certificate of 

Determination of Preferences in the same form, or in s'l.ll:>stantially 

the same form, as that filed in this proceeding a:; ExhibitD. 

3. California Interstate Telepbone Company, under its 

new name of Continental Telephone Comp.-:ulY of cal.ifornia, may execute 

and deliver a Tenth Supplemental Indenture in the same form, or ill 

substantially the same form, as that filed in this proceeding as 

Exhibit c. 

4. Continental Telephone Company of California may issue 

not exceeding $7,578,000 aggregate principal amount of its First 

Mortgage Bonds, Series F (5-5/~1o) due19S0, in ~ehan9'c for out-

standing bonds of Golden State Telephone Company presently hele by 

Pacific Mutual Life Insurance'Company. 

5. Continental Telephone Compwy of cali£orni~ shall 

maintain its records in such for.m as to show separately the investment 

in properties, operating revenues and operating expenses for each of 
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~e areas for which applicants presently ~intain records, includin~ 

a segregation of such items between California and Nevada. 

6. Continental Telephone Company of California SAall 

file with the Commission a report, or reports, as required by 

General Order No. 2~~B, which crder, insofar as applicable, is 

hereby made a part of ~is order. 

7 • 'TJ~i thin thirty days after consummating the merger 

herein authorized, continental Telephone company of California 

shall filo with the Commission a.certified copy of theccrtificate 

filed 'With the Secretary of State in accor~cc with Section 412<, 

of the California Corporations COde. 

s. Tttithin five days after the. effective date of the 

merger herein authorized, Continental Telephone Company of 

California shall file with the commission,' by advice letter, a 

notice of adoption of the presently filed tariff schedules of 

Golden State Telephone Company. 

s. The respective tariff schedules of Golden State 

Telephone Company and California Interstate Telephone Company, 

now on file with this Commission, shall be refilcd wi~in ninety 

days after the effective date of the merger herein authorized 

under the name of Continental Telephone Company of California, in 

accordance with the requirements of General Order No. ·96-A, exeopt 

that Continental Telephone! COnlpoMy of Cali.fornia may withdraw such 

0::; the mer~ec1 corporation'~ rato::, rulos, conditions ana stanaard 

forms as are sUbstantially identical with those of California 
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Interstate '.rel~honc Company I and the withdrawal of which will 

not rc~ult in increases in rates nor more restrictive conditions 

than the presently filed tariff schedules of either merged company. 

lO4O Within sixty d:Ays nfter tae eonstzmmation of such 

mcrser, Continental ~clephone Company of California zhall file 

with the Commission a copy of each journal entry used to record 

the merger on its boolt:; of aceount. 

11. On or before the enc:1 of the third month after the 

eonsummation of the merger herein authorized, Continental Telepbone 

company of California shall cause to be filed. with the COmmission, 

in such form as the Commission may prescribe, an annual report, or 

reports, relatcc1 to '!:he operatio1'l$ of Golden State 'l'elephone 

Company for the period commencing with the first day of the current 

year to and including the effective date of the mQrger. 

l2. Xhc ef~cctivc date of this order is the date hereof. 

Dated at __________ S_an __ ~ ___ ~_· __ o _____________ ' California, 

this ~y of _______ J_U_N_E _____ , 1s)69. 
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