Decision No. 78164
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BEFORE THE PUBLIC UTXLITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Appiication of

THE PACIFIC TELEPEONE AND TELEGRAPH o , |
COMPANY, a corporation, Application No. 52332 -
, Filed November 27, 1$70 -
for an order authorizing it (a) to o
issue and sell on a negotiated basis
$200,000,000 principal amount of
Thirty-Six Yeaxr Dcbentures due

March 1, 2007, and (b) to execute and
deliver an Indenture to be dated

as of March 1, 1971.
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Pillsbury, Madison & Sutro. by Paul L. Dav:tesi J'r.. for
applicant.

Sidney J. Webb, for the COmmlsszon staff

ORPINION

The Pacific Telephone and‘Telegrﬁph céﬁpany'séeké'anf§rdéf*f  
of the Commission authorizing it to execute and dellver an ;ndenture,‘
and to issue and sell on a negotmated bas;s $2OO 000 000 prlnc1pal
amownt of ‘debentures. | |

After due notice, a publxc~hear1ng in the above-ent;tled
matter was held before Examiner Donovan in San Francmsco on-

December 17, 1970, at the conclusmon,of thqh'the‘matter‘was g&ken-
under submissi§n.' The Commission ha§ :écéivéd'noqprd#eétSEihithé”x,

proceéding.
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Applicant intends to use the debenture proceeds for the

purpose of reimbursing its treasury, to the extent that such proceeds{ff]}"

are sufficient, for moneys actually expended since October 31. 1922
from income and other treasury funds of thc company and lts sub-i
sidiary (8ell Telephone Company of Nevada) for the acquzsmtzon of

property and for the constructlon, completlon, extens;on and

improvement of facxlltlcs. The utility reports that on October 31, f*

1970 its unreinmbursed expend;tures amounted. to $l 678.910 981. The -
record shows that upon reimbursement of,the-company\Swtxeasury~ond
oxr about Maxch 17, 1971. aPplicant willfusefsaidotreesucyffundsdfOr"
the purpose of reducing the amount of itsA‘then outstanddogfshocfé'
term borrowings to an'estimated balance of'approkiﬁaoely $165-600f600.
The new debentures w;ll be'underwrxtten by a natlonwzde group
of investment banking fzrms. on March 8, 1971 appl;camt, thxough
its Board of Directors, entends to determzne the pr;ce and mntere t
rate at which it will sell the'debentures._ The record shows that

said date i3 shortly prmor to the date of the pr0posed publxc

offexing, and that the. prlce and xnterest rate w1ll reflect pre— .

vailing market conditions. The debentures w1ll be subject to a
five~ycax restr;cted redemptxon provmszon. Applxcant es tlmates
that its debt ratio as of March 31, 1971 w1ll be 46 0%.

As Justmfmcatmon £or requestmng exemptlon from the competle’s'
tive blddmng rule, applicant c1tes unsettled money'market cond;txonsjg

as it did in Applications Nos. 51583‘and_5149 on wh;ch the v
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Conmission renderod Decisions Nos. 76760,uhd'77575;'roopécuiveiyuiv-r
Pursuant to said decisions the company sold on a negot;ated basms

to underwriters (a) on March 31, 1970 $150 OOO OOO prlncmpal amount
of its Thirty-Five Year 8 65% Debentures due Aprll l, 2005, Ehe
effective interest cost being 8.73%, and (b) on October 14, 1970.
$175,000,000 pr;nczpal amount of mts Thlrty-SLx'Year 8-3/4A
Debentures due October i, 2006, the effectlve 1nterest cost belng |
8.84%. The correspond;ng cost was °. Z% for $150 000 OOO prxncmpal
axount of applicant's debentures s0ld to underwr;ters through p

competitive bidding on December 2, 1969.

After cons;deratlon of the appl;catxon, testmmony and exhibrts, 5}[-

and noting the absence of any oppos;tmon, we fxnd that.

l. The proposed’ ddbenture issue is. for proper
purposes.

Applicant has need for funds from external sourccs
for the purposes set forth in th;s proceedxng.‘

Applicant w111 be requxred to pay 1ntorest at a
lower effective rate than it would in the’ absence
of the proposed restrlcted redemptzon provmslon.‘

The proposed indenture would not be adverse to
the publlc interest.

The money, proporty ox labor to~be procured or

paid for by the issue of the debentures herein
authorized is reasonably required for the purposes
specified herein, which purposes, except as: other-
wise authorized for accrued interest, are not, in
whole or in part, reasonably chargeablevto~operating'
expenses or to income. Coe e

The issue and sale: of the proposed débentures ‘should
not be reguired to be at competxtxve4bmddlng. Jj{\p“
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On the basis of the foregoing findings we. conclude that Ehc R

application should be granted. The authorlzatxon hcrezn granted xs_ ?_{.”ﬁ
for the purpose of this proceeding only and 15 not to be construed E
i

as indicative of amounts to be 1ncluded'1n,pro¢eedlngs fqr‘tbe‘  
determination of just and‘reasohdble‘ratés. | |

Applicant i3 hereby placed‘oﬁ.notice‘that, if'the-cémmi§sionvi
should regard the price or interest rate éertaining_to[ﬁﬁcfprdposed '

debenture issue as contributing toward an excessive effective

interest cost, it would take into consideration in rate proceedings = |
only that which it would'deem.réasohable; T ﬂ,  ' -  ’,W
'
v s

ORDER 4

' }“

|

i

IT IS ORDERED that: | .

1. The issue and sale by The Pacific Telephone and Telegraphf{ i“M
Company of not exceeding $200, 000 000 aggregate pr;nc;pal amount of T
its Thirty-Six Yeax Debentures due March 1, 2007 are hereby exempted”‘
from the Commission's competzt;ve-bmdd;ng rule set forth in’ Dec;smonf,
No. 38614, dated January 15, 1946, as amended,;n.Case No. 4761 | |

2. The Pacific Tclephone and- Telegraph COmpany may etccutc o
and delmver an indenture in the same form, or xn substant;ally Ehc

same form, as that leed in this procecdlng as Exhxb;t c._.i" f= R 'iﬁﬂ

e

i

. . _;\
c
- 4 - ! I
b i

& 0o

. o

. !




A.52332 MWEN

3. The Pacific Telephone and Telegraphédﬁpahy&mayfissﬁé‘ﬂ'_
and sell not exceeding $200 000,000 aggrcgate prmncxpal amount of
its Thirty-Six Year Debentures due March 1, 2007 Ln accordancc
with the application here;n and the terms and prov;s;ons of an
Underwrlt;ng Agxreement in ﬁhe same form, or in. sdbstantmally the
sane form, as that leed in this proceedxng as Exhiblt D changed '
%o reflect the principal amount, des;gnatlon and terms of aazd
debentures. | |

4. The Pacific Tclephone and Telegraph COmpany'shall
use the proceeds of the mssuance -and sale of sa;d debentures,l;
exclusive of acerued’ lntcrcot, to re;mbursc, so far as’ posszble,]ﬂj
its treasury for funds expended as set'forthvin‘the\applxcatxonaf
The accrued xnterest may be used for such punposc or for gcneralQ"

corporate purpoaes.

5. On the date The Paczflc Telephone and Telegraph

Company determines the price and 1ntcrest rate pertamnzng to-thc "
debentures herein authorlzed, it shall notmfy the CQmmlsszon

thexeof in writing.

6. wWithin thirty days after 1usu1ng and oell;ng the “
debentures herein authormzed, The Pacific Telephone and Telegraéh
Company shall file with the Commission three copzcs of 1ts-prospectu;

pertaln;ng to said ddbentures, togethcr w1th a statement, in. lxeu

of a report undexr GeneraluOrder No. 24-3, dlsclo 1ng the purposes‘ﬂ"\ f‘

£or which the debentute proceeas.were'used;
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7. This order shall: become effecta.ve when 'I‘he Pac:.f:.c
Telephone and Telegraph Company has pa:.d t:.he fee prescr:.bed by
Section l°04 () ©of the Public Ut:.l:.t:.es code, wh:.ch :Eee :x.s $106 000.

Dated at - San mndm : pe Cal:.form.a,

this 73™  day of S ’.IANUAR“Y?-‘-'-.V\"' | , 197/

PUBLIC UTILITIES COMMISSION
STATE OF CALIFORNTA |

| ‘CQmmissionersJ P

- Sturgoon. beins e
comiasionor Vomon L %
nocessar.ly absent,. dud nlo? prz:icipa
:.n tho d.:.spoaiuon ot mu, ,p aing




