eeeision No. ___ 1813.4 . " ORU N

BLFORE THE PUBLIC UTILITIES COMMISSION OF THL STATD OF CALIFORNIA‘E

In the Matter of the Applicetien'of
GOLDEN WEST TELEPHONE CONPANY

for an order authorizing it to (a)

enter into a loan agreement with _ o - ; _
Pacific Mutuwal Life Insurance Application No. 52345 -
Company, (b) to sell and issue Filed Decenber 3, 1970
$2,000,000 principal amount of . ‘ S 8

its $-1/2% promissorxy notes to

Pacific Mutual Life Insurance

Company pursuant to said loan

agreement, and (¢) to sell and:

issue 108,686 of its common

shares as required by said loan
agrecment :

Goldee West Telephone-cOmpany-seeke ah efdefxefftﬁeef\ .:"u
Commission authorxzxng it to issue a $2, 000 000 note pursuant to a
loan agreement, and to Ls,uc 108, 6°6 ohares o£ lto $l par valuevff
common stock at a price of $9.20 per-shares

Applieant, a qdbsxdxary of Centmnental Telephone Corperat;on,‘;ﬁi
is a Calz;ornza corporation furn;shxng local and toll telephone servzee.
in portions of the States of Arlzena and Calzfernla.‘ For the year
1969 the utility reports total operatxng revem..ee and net anome of:

o,°37 500 and $l 062,425, rcopectlvely.- Ao of September 30 1470

appl;cant reports assets and lxdb;lmtles as. follow
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Assets:

Telephone plant less: depreciation L : "Q‘l,ﬂ E

reserxve ‘ _ AN "$25 0X7,290
Investments - _ : Coe 31,6557 ‘
Current assets o e o 1 777,890 -k
Deferred charges | SR (20 435};“.)c.iaﬂ”

$26.806,400. j;”u”‘
Liabilities

Common stock, $1 par value = 0 $8.1,264,94L. .
Preferred and prefercnce stock 3 448,575 - L
surplus : ‘ 5, 693 578'.!, R
Long~-term debt -~ ‘ o o OO
"R.EA. $12,063,551 . “Hw: AT
Other ' . 2,087,400 - - 14 150 9511”1_
Bank loans. : o 2, 950 Ooofjv
Notes and accounts payable to - B e
~affiliates . l OOO OOOF~*N~‘
Current liabilities, including ‘ : * _ AR ;
curxent portion of long~term I P ‘ _ _ , R
debt . oo o 946 181®j#
Defexrred credits o e : 1052 174‘

326, 806.,4 oo*f_f "ﬁ1¢

The company reports that it has outstandmng approx:mately
. $3,000,000 of hank loans whzch were incurred to f;nance lto 1969 hnd
1970 construction program. The COmm15510n autnorlzcd $l 350 OOO

thcrcof by Decision No. 77598, dated August ll 1970, xn Applmcau-cn -

No. 52056, pursuant to whxch appllcant Lssucd aénote maturmng not 'j :

later than uanuary 31 1971. _ o

| Accordxng to prov;s;ons of 2 proposcd loan agrcoment thh . |
Pacific Mutual Life Insurance Company, applmcant contcmplatea borrowmngi” 
$2,000,000 to he uscd for capxtal addmt;onu, rct;rzng bank 1oans o S
incurxed or to be incuxred for the purpose of mak;ng CaPital addl“l°n5r g

and reimburs sing 1ts trcasuxy for fundo~hcrctofore or hereafter
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expended for capital additions. Thc borrowzng w;ll be cvzdenccd by
an unsccured prom;ssory note bearmng Lntereot at the ratc of 9-1/2°
per anaum payable seomianaually, and rcqu;rlng rcpaymcnc of the
principal ‘amount in annual Lnstal ments o£ $60 000 commenczng
Januwary 1, 173, with the unpaid balance becomlng ouc on January l,
1SS6. 4applicant would ke pcrm;tted to prepay- all or any part of |
the loan in raultiples of $10, 000 upon paymcnt of accrucd Lntercat andf‘c
2 prenium of $.5% for Ehe £Lrgt year and reduclng each ycar Ehere—
after. The note would be sﬁbject to 2 restrmctcd prepayment provz—‘f

sion until January 1, l°8l, and would be sdbord;nate to the-company'f

outstanding Rural Electrmfzcat;on Adm;n;stratmon mortgagc/notea. :f;LﬁQ‘aﬁ

In oxdex to-;ulfall a requlremcnt of samd agrcomcnt ;or
inecreasing its equity capital by #1, OOO 000, the company proposeo to,'
issue 108,696 additional shares of mts l par valuc common stock to
its parent corporat;on at a price of $ 20 pcr sharc.i Sucn przcev"

is the same as the Comml smon authormzcd £or tho~aale of 54 348 shares

of applicant’'s common stock by Decluzon No.,75213, datcd January 21,,- ‘f'

1969, in Application No. SC776. Thc stock procccda would.bc‘emther |

in cash or in the foma of cancollat*on of 1ndebtcdnces reprc,ent;ng

cach previously advanced to applxcant by 1ts parcnt corporatlon. Sa:d

i

proceeds are to be used: fox capmtal purpoocs cons;,txng prmmarzly of ,T‘

retiring 1ndcbtcdnc incurreo fox capxcal adcmtlono.~‘




Aftex conoxderat;on the Commis s;on fmnds that-‘ o

L. The proposed stock—and note issues are fox proper
PUrpOsSes.

2. The proposed interest.rate is-reasonable‘for»a'- .
private placement in the light of market condlt;onS'
for unsecured loans subordinated to a relat;voly
lazge amount of mortgage loans. :

Appl;cant will be requxred to pay Lnterost at a
lower rate than it would in the absence of the
proposcd restricted prepayment?provision..,?

The monay, proporty or ladjoxr to be pxocuxod or.
paid foxr by the issue of the stock and note
herein authorized is reasonably required fox the
purposcs specified herein, which purposes are not,
in whole ox in part, reasonably chaxgoab*e to
operating expenscs or to zncome.

5. The proposed loan agreement. would not bc'advcrso
to the public interest.

On the basis of the foregoing findings we‘oonclude'tha:‘:ho
application should be granted. A public'heaxing'is*notfhéceséarjﬁb
In 1ssuxng our order herezn, we placo applzcant and zt;;‘g

sharcholders on notice that we. 3o not rcaard the numbc* o; sh_res

outstanding, the total, par val ue of the sharoa nor the dmvmdcnds pgxdﬁ'j‘fz

as measuring the return aoplmoant should »ne allowod to earn on lL°
investment in plant and that the author;zatzon horcxn granted Ls nct.

t0 be oonotrucd as a £1nd1ng o; the value of appllcant stock o* 8

properties nor as xndlcatmve oL amounts. to~oo 1ncludod xn proceodzncof.‘ﬁ~

for the determ;natxon.oi 3ust and reasonable ratog.731

o
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IT IS ORDIRED that:
l. Golden Vest Tclephone COmpany~may executc, dclxver
and cnter into a loan agrecmcnt wmth 1*ac::.f:t.c Mutual szc Inaurancc

Company, which agrcemcnt shall be in Ehe same fo*m, or ;n sdbstan-‘

tially the same form as that attachca to thc applmcatxon aa Exhxbzt B. f‘”\

2. Golden West Tclcphone Company, on ox after thc effcc—; L
tive date hereof and on or before Aprll 30, l°7l, may Lgsue and
deliver to Pacific Mutual sze Inﬂurance Company 1ts promlsgory notc
in the principal amount of noc excccozno $2 000 000 wh;ch,note
shall be in the same form, or in dbstant;ally tne uame form, ag: ' w
taat attached to the applxca;xon as Bmh;omt Auof Exhzbmt B_,

| 3. Golden West Telephone COmpany,‘on or after Ehe
offective date hcreof and on or bcxore'&prml 301 l 71, may 1 ﬁg*'
and sell not exceed;ng 108 606 shareo of xtu $l par value common
stock at a price of $9.2O pex share. |

4a Goiaen West Télephdne.Company shall usé'theﬁprocéédéf

to be derived from the issue of samd otQCk and note for Ehe purposes .f57‘"'

specxgled in this pzocccdlng.




A.52345 MM

5. Golden West Telephone Conpa.ny .»hall f:.lc a ‘rcport. or
rcbort..,, as required by General Order No. 24—3, wha.ch ordcr,‘ :.ngofar
as applicable, is hereby made a »parl: o:: th:.s ordcr.-_ o

6. This order ohall becomc ci‘fect:.ve whcﬁ Golden W’e..t:
Telephone Company has paid the fee'«- prcscra.bed by .-.»ccta.on.. l°04 (‘b)
and 1904.1 of the Pu.ol:x.c Uta.l:.L:.eF COde, wh:.ch £QQ~.‘» are Sl 300 and

$2, OOl, respectively, amounting to a total of $3,301. -

Dated at ‘ &nl}m — “, cal:x.form.a, -
77 say of | "JANUARY" ey 1971. L

PU

mliﬁ‘ﬂN
BLIC ummgsm _

- .Commissionexs’

Comniasioner J. P. Wkastn. .Tr.. bom :
necessarily absent, ~dsd not pu-uctpato
in. the disposiuon ot t.hu proceed.ing. o




