
Decision No .. _7_6_84 __ 6 __ _ 

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

In th.~ Mat'tel:' of the Applica'tion of ) 
) 

CON'I'~ TELEPHONE COMPANY ) 
OF CALIFORNIA, a California ) 
corporation, ) 

) 
for an order authorizing it to ) 
issue and sell $lO,OOO,OOO ) 
Principal Amount of its First ) 
Mor't9'age Bonds, Series G ) 
due 1~S4 ) 

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

" 

"}.Ipplication No. 51472 
Petition for MOdification, 

F,iledJanUary 26, "19·70 

Orrick, Hcrring-ton, Rowley & S\l'tcliffe,. 
by James F. Craft.s, Jr., for pcti tioner •. 

Sidney J. W~bb, for .the Commission staff. 

FIRST' SUPPLEMENTAL OPINION 

By Ordering Paragraph No.3 of Decision No. 76477,. datccl 

November 25, 1969, in the aJ::)ove-enti'tled matter, the Commission 

au·::horized. Continental Telepbone Company of California to issue 

and soll a:t cOQpe'citive biddin9' not exceeding $10,000,.000 a9'9'rega't.c 

principal a:tount of its First Mor'tgage Bonds, Series G due 1994. 

J?e'titioner seeks an exemption from the compc·titive biddi.."l9' rule so. 

that the sale may ·t:ake, place pursuant to a ne9'o·tia:l:<itd \.Ulderwri ting • 
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A£ter due no,tice, a public hearing on 'the pe.l:ition for 

Modification was held before Examiner Donovan in San Franeisco<, on 

Fobruary 5, lS70, at the conclusion of which the matter was t~cen 

under sUbmission. The Commission has receivce no protests in the 

proceeding_ 

The record sho-~ that after extensive discussions with 

Salomon Bros. & Hu'tzler, an inves't::men:t banking firm which is very 

familiar with petitioner's bonde, the utili,ty h(ls concluded :that ' 

a sale of its Series G bonds pursuan't to< a ncgo'tia'ced underwriting 

would resul'c in a s\lbs'tazl'tially lower ba.n1<:ers· spread than would 

a sale 't:h.rough compe,titive bidding. The requQs't:ed exemption from. 

com~itive bidding is based upon market condi,tions described in 

the peti'tion as follows: 

"'rhe marJcC't for first mortgage bonds of pUblic utilities 
has been characte,r:izcd for some months by extreme upward 
pressure on in'tercst ra'tes wi'l:b minor in'tcrim down'turns 
in yields and changing pa'tterns in 'the marketing of the 
securities by investment 'banking houses. Due ,to short
ages of fUD.cls available for investment in such type of 
sccuri,ties hy instj .. tutiona1 inves'tors and pre-existin~ 
commitmen'ts by such investors, an increasing number of 
utility firs't morcgage bonds are being sold 'to' individual 
investor~. A ne~oti.:l:tcd undcrwri'ting is far bet'cer 
equipped to succeed in such a market than is an offering 
by means of competitive bidcling. In addition, a nego
tiated underwrit.ing provides grca'tcr flexibi1i-cyof timing 
and pcrmi ts the issuer to 'talco advan'tagc of re1a'ti vely 
short-term decreases in interest ra'tes. Peti tioner has 
been assured by SEEr tha.'t, in view of current conditions, 
a negotia:l:.ed sale of 't:he Series G bonds will in all 
li!<:elibood provide applic:a.."'l'c with a lower annuill COS'I: of 
money than would a sale of such bonds a't eompC'ci,tive" 
hidc.ing in 'the firs'l:. six mon'chs of lS70.. Since peti'tioner 
mus-I: proceed with permanent finanein9 during 'the firs'l: 
half of the curren't year, peti't:ioner believes, '!:h.:l:t: it 
should proceed wi'th a nego'l:iated sale as soon as marlt:e'l: 
conditions seem ilppropri~:t;e _ .. 
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After consideration of the peti't:ic,n as suppOrted by 

evic:lence presented a'l: the' hearing,. and noting the absence of any 

opposi-t:ion, we find that -the issue and sale of said Series G bonds 

should not be required -to be at competitive bidding. On the basis 

of this finding we conclude 'that the pe'tition should, be granted. 

Petitioner is hereby placed on n~'tice 'that,. if 'the 

Commission believes -that the negotiated price or intercs't ra:te 

pertain~ Dg to the proposed bond issue will resul,t irian excessive 

effective interest cost, it will. take into consideration in fu't:ure 

ra-t:e proceedings only that which • it deems reasonable. 

FIRST SUPPLEMENTAL' oru:i~ 

IT IS ORDERED tha't:: 

1. The issue and sale by Con'tinental Telephone Company 

of California of not exceeding $10,000,.000 aggregate principal 

amount of its Firs'l: Mortgage Bonds., Series G due 1994 arehere'by 

exempted from. the Coxaxnission· s compc'ti ti ve bidding rule set forth 

in Decision No. 38614, dated January 15, 194-6, as amended, in 

case No. 4761. 

2. Con'l:inental Telephone Company of California may issue 

and sell not exceeding $10,000,000 aggregate principal amo~t cf 

i-I:s First Mortgage Bonds, Series G due 1994, to- a group of under

writers at such price and otherwise upon such terms and condi't:ions 

as may be negotiated between petitioner and the underwriters. 
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3. On the date Continental Telephone Company of 

california dcterm; oosthe price and interest rate per'l:aining to 

the bonds herein authorized,. it shall no'tify the Commission 'thereof 

by 'telegram. 

4. Ordering Paragraphs Nos. 2, 3- and S of Decision 

No. 764 77, dated November 25" 1969, are hereby rescinded. 

s. Deci~ion No. 76477, da'ted November 2'5" 1%9, shall 

remain in full force and effee't, except as modified' by this order. 

6. The effective a.a:te of 'this order is the date 

hereof. 

Dated a'l: _____ ....;:;Sa:;IU).;:;..=.Frs.:.=~O:M1isLlooilCd"__ ____ , California,: 

this ,?(!foclay of _____ F_£9.;.;.R.;.;:U;.;.:.A·~RY:_· ___ , 1970. 

.........,;." '. -............ 
'" "" '\.', 

.0~ 

~/.~ 
. ~OIrSis~:oner~r-- .,' ~ 
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