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• ..\ .' .' I' ,.', 

BEFORE THE PUBLIC trrILITIES COMMISSION OF,'I'BE STATE OF . CALIFORNIA 

In the lvIatter of the Application of ) 
) 

THE PACIFIC TELEPHONE AND TELEGRAPH ) 
COMPANY, a cQrporation, ) 

) 
for an order authorizing it (a) to ) 
issue and sellon a negotiated basis ) 
$200,000,000 principal amount of ) 
Thirty-Six Year Debentures Clue ) 
March 1.. 2007, and (b) to execU'te and ) 
deliver an Zndenture to be dated ) 
as of ~ch 1, 1971. ). 

) 

Applica'tion' No. '52332 , 
Filed November.27;lS70 

Pillsbury, Madison & Sutl:'o, by Paul L. Davies, Jr. ,for 
applicant. 

Sidney J. Webb, for the Commission staff. 

o P I NI 0 N --. .... - ...... _..-

The Pacific Telephone and Tele9'raph Company seeks an order 

of the commission authorizing- it to' execute and deliver ,~ indenture,.' 

and to issue and sellon a neqotiated'basis $200,000,000: princiPal 

amount of' debentures. 

After due notice, a plWlic hearing in the above-entitled 

matter was beld before Examiner Donovan in San, FranciscO. on' 

December 17, 1970, at the conclusion of which the ma'tter was talcen 

under sul:lmission. '1'he Commission has reeeivea ,no, protests itlthc" 

procceaing_ 
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Applicant intends to use the debenture proceeds for the . 

pm:pose of reimbursing its treasury ,to the exten't' that such pr?Ceeds: 

are suffieient, for moneys actually expended since Oc'tober 31, 1922-

from income and other treasury funds of the . company and its sub-

sidiary (Bell Telephone Company of Nevada) for the acquisition, of' 
, . ~ ., , 

property and for the construction, completion, extension and: , 

improvement of facili'ties. The utility repor'cs tha'l; on October 31, 

1970 its unreimbursed. expenditures amounted to, $l,67S~.910" S81.· The 

record shows that upon reimbursement of the company's treasury on 

0= about March 17, lS7l, appl:ican'c will use' said. treasury' fund~for 

the purpose of reducing 't:he amount of its then outstandi~9'short­

term borrowing'S to an estimated balance of approximately $165:1 OOO'~OOO., 

The new debentures will be underwritten byanationwide qrotlp, 

of investment banldnq firms. On March a, 1971 applical.?t",t:hrough: . 

i'\:$ Board of Directors, il;l't:ends to determine . the priee:! and' interest-
" 

rate at which i'l; will sell the deben:tw:es.. The reco'rd shows, that" 
- . 

said date is shortly prior to the date of the, proposed'public 
. '., ,',I. • 

offe:::-illg, and that the price and interest·. rate. will, reflectpre~ 

vailing market conditions.. The debentureswil1'b<i s1Jl:>j;ectto. a 

five-year res'cricted redemption provision~ Applicant es~t:ima'tes­

'that its debt ratio as of March 3:1,. 1971 will be, 46,~0C'1o. 

As justifica'tion for requesting-exemption' from,thecompeti­

tive biddinq rule,. applicant cites unsc'c:t;ledmoneymarkc'cconditions ' , 
"., " . , . 

as it ciid in Applications Nos. 515$3 ,a:ndS1S9S~ on.'whieh,the 
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Commission rendered Decisions Nos. 76760 and 77577, respectively. 

P'\ll;suant to said decisions the company sold on a'negotiated basis, 

to underwriters (a) on .March 31, 1970, $150,000,000 principal amount 
. , 

of its Thirty-Five Year 8.65% Debeo'tures due April 1" 2005,~,·t:he:, 

effective interest cost being 8.73%, and (b) on October 14" 1970, 

$175,009,000 principal amoun't of its- Thirty-Six ,Year 8-3/4% 
.., . . . ' , 

Debentures due October 1, 2006-, the effective' in't~res'tcostbein9" 

8.84%. 'I'he corresponding cost was 9.~'" for $150;,000,,:000" principal, 

amount of applicant' s debentures. sold to· underwri'tersthrough 

competitive bidding on December 2', 1969. 

After considera'tion of the application" 'testimony and exhibits, , 

and noting the absence of any opposition, we find'th~t: 

1. The proposed debenture issue is for proper 
purposes. 

2 _ Applicant h<l.s need for funds from external sources 
for the purposes sc't forth in 'this proceeding. 

3. Applican't will be required to pay interest at a 
lower effective rate 'than it would: in' the absence 
of the proposed restricted redemption provision. , 

4. The proposed inden'ture' would not be" adverse' 'to' , 
the public interest. 

5. The money, property or 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,..execpt as other­
wise authorized for accrued iXl'terest" are nO.t,' in 
whole or in part, reasonably chargeable to-operating 
expenccs or 'to income. . 

6. the issue and sale of 'the proposed debentures should 
not be required to. be at' compe-ti tive bidclin9'~ 
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On 'Che basis of theforcgoing findings we conclude' that 'Che 
".-

application should be' granted. The authorizationhorein grantec1 is" 

for the purpose of this proceeding only and is no'c' to be· constr,ued '. 

as indica'cive of amounts to beincluc1ed in, proceeding's for the 

determination of just and reasonable ra'ces. 

Applican'c is hereby placed on no'cice that, if, the Commission, 

should regard the price or intercs'c rate pertaining to ,'t:heproposed 

debe~ture issue as contributing toward an excessive effective 

in'cerest cos'l:, it would take into considera'cion in rateproceec1ings ' 

only that which it would deem reasonable~ 

,0 

.,' 

IT IS ORDERED that: 
, , ' 

1. The issue and sale by The Pacific Telephone 'and Telegraph' ' 

Com~y of not exceeding $200,000,000 a99'rega'ce principal amoun'c, of 

i'ts Thirty-Six Year Debentures c1uelvIarch 1, 2007 ,are hereby exempted " 

from. the Commission IS compeci'cive bidding rule: set" forth in Decis.ion 

No. 38614, dated January 15, 1946, as amendedlinCase' No.: 4761. 

2. The Pacific Telephone and Telegraph Company may exceu'te 

and deliver an indenture in the same form,or'in subs:cantia;ly,"Che 
I, 

S<lIne form., as that filed in this proceeding a's Exhibit c. 
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3. The Pacific Telephone and Tele<;1raphCompanymayissue 

and sell no't exceeding $200,000,000 aggrega:t;c principal amount of 

its Thirty-Six Year Debentures due March 1, 200i,.in accordance 

with the application herein and the terms and provisions of an 

Underwri tinS Agreement in the' same form, or in subs'tal'l'tiallythe 

same form, as that filec1 in this proceeding as . Exhibi;t, D· changed 

to reflect 'the principal amount, desi9'natio.c.· and terms of said, 

c1ebentures. 

4. The Pacific Telephone and Telegraph 'Company. shall: . 

use the proceeds of 'the issuance and sale of said deben'tures ~ ' .. 

exclusive of accrued' into-res't, 'to reimburse,.. so far as possible, 

its 'treasury for funds e~nded as sc't· forth· in, the application.:: . 

'.!'he accrued interest may be used' for such . purpose or forgcneral, 

corporate purposes. 

S. On the date 'the paeifieTelephone and Telegraph 

Company determines' the price and interest· rateper'taining to-the 
.' ", 

debentures herein authorized, it shall notify .the'Co~ssion:· 

thereof in wri tinS' .' 

6. Within 'thirty days after issuing and selling the 

debentures herein authorized,. The Pacific Telephone: and'I'elcgraph 
\'1', 

Company shall file with the Commission 'thrcccopies. ofi.'/:s prospectus 

pertaining· ,to said deben'l:ures, 'Co9'c'thcr with a s'catement, in lieu 

of a report under General·.· Orcler No. 24-B, disclosins'thepurposes 

for which the clebenture proceed.s were used.' 
" . 

. , 
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A.52332 MM/BN 

7. This order shall'.become effective when The Pacific 
, .,'. 

Telephone and Telegraph Company has paid 'the fee prescribecl.by 

Section lS04 (1:» of the Public 'O"l:ilities COde,whieh fee. is $106·,000:. 

Dated at _______ .;:::San=...::.J'J:U.;;.;;;;;;;;;;;.;c:1I;.;..IIO_-· ____ ,·.California,.· 

th · /'"' ~fh .:I ... , of' tIANU. ARY .. ·. " ll'l71 .s.,;; \J4y _______ ....;,,;:;;.;;...~ ______ ,;J __ . 

PUBlIC unLmes COMMISSION 
STA'l"lC OF CAUl1'ORNIA 
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Commissioners: .• 


