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becision No.___ 76069 . @RB HNAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

CALIFORNIA INTERSTATE TELEPEONE
COMPANY and GOLDEN STA%E TELEPEONE
COMPANY
Application No. 51136
Petition for Modification
Filed July 30, 1969

for an order or orders authorizing
(1) the mexger of Golden State
Telephone Company into California
Interstate Teleplhione Company and
(ii) cCalifornia Interstate
Telephone Company to issue its
securities.

FIRST SUPPLEMENTAL OPINION

By Decision No. 75833, dated June 24, 1969, in the above-
entitled matter, the Commission authorized the merger of Golden
State Telephone Company into California Interstate Telephone
Company, whercupon the name of the latter would become Continental
Telcphone Company of California. The surviving coxporation now
seeks authority () to-iséue not excceeding 324,832 shares of its
common stock in exchange for all the outstanding common stock of
the merged corporation, and (b) to execute and deliver a Iupple-

mental indenture providing for the assumption of outstanding
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debentures and the elimination of thcir non-cunmulative and income
features. In addition, the surviving corporation desires confirma-
tion ;f its intcrpretation of the record-keeping requirement of
Oxdering Paragraph No. 5 of said Decision No. 75333.

California Intexstate Telephone Company proposes to
igsue 324,832 shares of its common stock in exchange for all the
outstarding 150,000 shaxes of common stock of Golden State
Teicphone Company. The nunber of additional shares is computed
in BExhibit A, attached to the petition, on the basis of the
relative net inéome of the two companies for the twelve nonths
ended May 31, 19269. The petition shows that the exchange would
not affect the carnings per share of common stock of the surviving,
corporation.

Exhibit B, attached to the petition, consists of 2
proposed Third Supplemental Indenture pertaining to the assumption
by the surviving corporation of outstanding debentures of Golden
State Telephone Company (successor by merger to San Joagquin
Telephone Company). The supplemental indenture would ceonvert tﬁe

securities from non-cumulative income to oxrdinary debentures.
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The Commission requires the surviving corporation to
"maintain its records in such form as to show separately the
investment in properties, operating revenues and operating expenses
for cach of the areas for which applicants presently maintain
records, %ncluding 3 scgregation of such iteoms between Culifornia
and Nevada." The company interprets the requirement a5 meaning
that "its underlying records must be capable of making available
the information indicated if such information should be required
in a subsequent proceeding.”

After concideration of the Petition for Modification
filed in the above-entitled matter on July 30, 15S, the Commisszion
finds that:

1. The method of computing the number of shares

of common stock to be issued in exchange is
fair to both the majority and minority stock-
holders of the surviving corporation.

The proposed Third Supplemental Indenture will
not be adverse to the public interest.

The petition contains a corxrrect interprotation
0f ‘the accounting requirement rosulting from
the merger.
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Tae money, property or labor to be procured
or paid for by the issue of the stock herein
authorized is reasonably required for the
purpose specificed herein, which purpose is
not, in whole or in part, xeasonably charge-
able to operating expenses or to income.

On the basis of the foregoing f£indings we conclude that
the petition should be granted. A public hearing is not necessary.
In issuing our oxder herein, we place the surviving corporation
and its sharcholders on notice that we do not rogard the number of

shares owtstanding, the total par value of the shares norxr the

dividends paid as measwring the return the company should be

allowed to earn on its investment in plant, and that the authori-

zation 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

reasonahble rates.

SIRST SUPPLEMENTAL ORDER

IT IS ORDEREID that:

1. Continental Telephone Company of California may
iscue not oxceeding 324,832 shares of its cormon stock, 355 par
value, to Continental Telephone Corporation in oxchange for all

of the outstanding common 3tock of Golden State Telephone Company.
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2. Continental Telcphohc Company of California ma§
execute and deliver 2 Third Supplemental Indenture in the same form,
or in substantially the same form, ac Exhibit B attached to the
Petition for Modification f£iled in this proceeding on July 30, 1969S.

3. Continental Telephone Company of California shall f£ile
with the Commission a report, or reports, as required by General
Order No. 24~B, which order, insofar as appiicable, is hercby made
a part of this oxder.

4. Califorxniz Interstate Telcphone Company and Continental
Telephone Company of California, being two names for the same ¢orpo-
ration, may be used interchangezbly whénever cither name appears in
this decision or in Decision No. 75832, dated June 24, 1S6S.

5. The effective date of this orxder is the date hexeof.

Dated at Qaw Francisca , California,

this LN day of AUGUST , 1565.




