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PA'C~/LSC 

Decision No. 82782· 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE' OF CALIFORNIA 

In the matter of the Application of 
TEE PACIFJ:C TELEPHOt-TE, AND TELEGRAPH 
COMPANY, a corporation, 

) 
') 
) 
) 

for an order authorizing it (a) to ) 
issue and sell $100,000,000 principal) 
amount of Seven yea: Notes due ) 
June lS, lS81, and O=» to' execute- ) 
Zl.nd deliver an Indenture to be dated ) 
as of June 15, 1$74. ' ) 

------------------------------) 
OPINION ..... ~ -- -,- --

Application No. 5477S 
(Filed April 2, 1974) 

Tho Pacific Tclophon~ and Telegraph company seeks 

authority to execute and deliver an indenture and, t<>issue and" 
:::011, at competitive biCiding, $100,000,000 principal'amount 
of notes. 

Applicant proposes to use the note proceeds,for 
partial reimbursement of its 1::reasury for capital 'expl3nditU%'os. 

The utility reports that on February ZS, 197~, its unrei.rnbursed 
capital expcnditUl:es amounted to $2',410:,.146,132. upon ., 
re~ursement of the 'company's treasury, applicant contempiates 
applying $100,000,000 'co' reducing the amount of its then 

., 
outstanding short-term borrowings, estimated' to approxi,mate' 
~OO,OOO,OOO as of July 2, 1974 in the absence of financj:'ng-. 

After S',ivin~ effect to the' financing proposed, herein 
and to $200,000,,000 of proposed debenture financing-, ,applicant 
estimates that its debt ratio would be 4a.z.'''' at July 31,. 197~. 
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The- company proposes to- sell. aaid notes through. 
competitive bidding, the successful bid 'to determine the' 
interest rate.: The notcs would be issued under an indenture 
to be dated as of June IS, 1974, would mture June IS, 19S1,.· 

and would· be subject to a restricted redemption provision 
until June 15, 1975. 

After consideration the Commission finds. that: 

1. The- proposed nO'~es would be for proper purposes. 
2. Applicant has need for external funds for th~ 

pu--pos~s set :Zorth in this proCceding .. 
3. Tho proposed indenture would not be adverse to 

the public interest. 
4. The proposed restricted redemption provision 

is reasoXlQj)lo. 

S. The money, property or ·labor to- i:)c procured or 
paicl for i)y the notes herein author ized is 
reasonably required for thO' purposes specified 
herein, Which purposes, except as otherwise 
authorized :Zor accrued interest, are not, in: 
whole or in part, reasonably chargeable to 
operating expenses or to income. 
On the basis'of the fore90in~ findings we concludo 

·ch:t.t the application should be grantod. A p@lic hearing. is 

not necessaxy. The authorization herein ~ranted is for the 

purpose of this proceeding only and is not to be construed 
a.s indicative 0: amounts to be included in'proceedings for 
the determi~tion of just and reasonable rates. 

o· R D E R ---- .... -.-, 

IT IS ORDEI"2D that: 

1. The Pacific Telephone and Telegraph Company may 

execute and deliver an indentu:c in substantially the· same 
form as EXh~it B attached to the application. 
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, 2. The Pacific Telephone and 'l'e'legraph Company may 

invite the submission of written sealed J~idsfor the pu.rchase 
of not excecd~g $100,000,000 aggregate principal amount,of 
its Sevcn Year Notes due June IS, 1981. 

S. The Pacific ~elephone and Telegraph Company may 
issue and sell said notes in the aggregate principal amount 
of not exceeding $100,000,000 at the' price offered in a bid 
which would result in the lowest cost of money to applicant 
c~leulated in the manner provided in the Standard Statement 
of Terms a~d Conditions Relating to Bids fil~d in this 
proceeding as a part of Exhibit C. 

4. The Pacific Telephone and Telegraph Company shall 
use the proceeds to be derived from the issuance and sale of 

, ' 

said notes, exclusive of'accruod interest, to reimbU%'s~,. so 
far as possible,. its treasury for funds expended as set forth 
in the application. The accrued interest may be used for such . . 
purpose or for general corporate purposes. 

S. Promptly after awarding the contract for the sale 
of said notes, The Pacific Telephone and Tclo9'X'aph Company 
shall file with the Commission a written report showin9', as 

, ' 

to each bid received, the name of the bidder ~ 'the price', the 

intorost rate, and the cost of money to applicant based upon 
said price and interest rate. 

6. As soon as available, The Pacific 'l'elephone and , 
Tcl~raph Company shall file with the Commission ' three, copies 
of its prospectus pertaining to'said notes. 
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7. within one month after selling the notes herein' , 
authorized, 'rhe ~~cific Telephone and Tolegraph Comli>any sMll 

file with the Commission a st'ltcrncn'l:, in ,lieu of a report 

under General Order No. 2.t:..-B# diselosil'lg' tho purposes. for 
which it used the note proeeeds. 

S. 'rhis ordor shall bocomj~·<'effcct'ivc' when 'l'he 

Pacific Telephone and Telegraph COI~pany has p(lid tho feo' 

prescribed by Section 1904(b) of the Public lJt:rlities Code, 
which-fee is $56,000. 

Datod at San FrQncisco, C~l'i:!:orni~, this> ~$,J 
day of April, 197~. 
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Decision No. 83542 ----------------
BEFORE THE PUBLIC, UTILITIES CO.MMJ;SSION OF 'l'HESTATE OF CALIFORNIA 

In the matter of the Application ) 
of TEE PACxnC TELEPHONE AND ) 
TELEGRAPHCOm>ANY,. a corporation,) 
for an order authorizing it ) 
Ca) to issue and sell Thirty- ) 
Eight Year Debentures due ) 
OCtober IS, 2012 in an aggregate ) 
principal amount not exceeding ) 
$300,000,000, (1)) ,to execute ) 
and deliver an Indenture and ) 
Cc) for the exemption of such ) 
proposed issue of Debentures ) 
from the requirements of the ) 
competitive bidding rule ) 
established, in the commission's ) 
Decisions Nos. 38614, 49941, ) 
75556- and 81908. ') 

) 
) 

In the matter of the Application ) 
of TEE PACIFIC TELEPHONE AND ) 
TELEGRAPH COMPANY, a corporation,) 
for an order authorizinq it ) 
Ca) t~ issue and sell ) 
$100,000,000 principal amount ) 
of Seven Year Notes due ) 
JUne IS, 1981, and (b) to ) 
execute 'and, deliver, an ) 
Indentu:re to- be dated· as 'o,f ) 
June IS, 1974. ) 

l 

Application NO., 55130 
(Filed August; 2'3-,. 1974-) 
Request' for Dismissal " 

(Fi1ad S~tCl':lber 27",' 1974) 

Application No. 54i75 
Petition'forMOdification 
{F:Lled"Auqust:2'3.~ 1~74} 
PetitioD.'forFUrtbor 

, Modification::: " 
(piled: saptembcr,27,':1974-) 

Milton J~ Morris, Attorney at LaW, for 
applicant and petitioner. 

Robert W. Russell, for City of Los Angeles, 
interested party. , 

Ira R. Alderson, Jr., Attorney at LaW, and 
Sidney J. Webb, for the COmmission,staff •. 
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" , . 

OPINION ---_ .... -.. ....... 
'rhe Pacific: 'I'clcphono and Telograph Company, secl,s 

authority to execute ana deliver ,two inaonturcs ana t~issu¢ and 
sell, either by competitive bidding or negotiation, notes, in the 

<!tS-gJ:ogate principal amount of not exceeding- $300,.000,000., The 

notes would be in the fo:rms of not oxceeding $150,000, O?O' aggrc9'a1:e 
principal amount of sevon Year Notes due October 15, 1981,. and 

not cxcoeQl.ng $150,000,000 aggrcgate principal amount,' of Ten year 

Notes duo October lS, 1984. 

After duo notice, a public hearing,' in the abovo-cntitlod 

ma:ttcrs was helld before commissioner Sturgeon and/or Examinor 

Donovan in san Francisco on Soptombcr G and 16, 1974, a.t th:c 

conclusion of which the matters.. wore taJ~on under submission. 

By brief and oral argumen~ staff counsel opposed thocompany1s 
proposal to restrict the California mar3te'l:: f?r tho securities. 

The company proposes to usc tho note procoeds for' 

partial reimbursement of its treasury for capital expenclitures. 

In this connection, Exhibit C attached to' Appiica.tion 'No. 55130' 

shows unreimb\ll:'sed capital expenditures amounting to- $-2,,505;602',.816-
on July 3l, 1974., Upon reimbursement of the company I s treasury," 

the utility contemplates applying $250,000,000 to- repay.ing short­

term promissory notes, which notes in the absence of financing 

axe ostimated to approximate $250,000,000 as of October 24, 1974 

and $36S,OOO,000 by the end of Doeembcr, 1974. 

" ',1',. 

, ~ \, , 
\~' , 
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After giving effect to the. financing· proposecL herein., 
tbe company estimates that its debt ratio would, be 48·:70'" on: . 
October 31,. 1974. 

The three material issues for the Commissiont~ con­

sider in these proceedings are. whether' or not Cal' the sale of 
the proposed securities should be required'to be, through. 
competitive bidding, (b) special restrictions should apply to­
california residents with res:>ect to interest rat;e limitations, 
and (c) the maximum interest rate provisions of Article XX~ 

Section 22 of the california Constitution areapplieable to. 
~Jle prcposed security issues. 

As clOSing' remarks supporting the request ,for . 
exemption from competitive- biddin9'rcquireinents,.'t~eutility's 
treasurer testified ". • • • we are being' influenced by the 
conditions now oxisting in the financial markets. Interest 
rate j?ressures arc intense, reflecting a lessening of credit. 

availability and Q strong demand for funds. Investors are 

showing their·concern by placing. great emphasis on the quality 
of issues and by being very selective in committing loog-term. 
money_It 

The evidence in these proceedings persuades us that 
the present unsettled market conditions justify-negotiated 
o£ferin9's of the securities. Although the utility's.prese:l.t 

, ' 

plans contemplate salling. the securities on a nC9'otiatedbasis 
and underwritten by a nationwide group, or groups,' of invest~ 
ment banking firms, the company desires alternative authority. 

• • I I 

to sell them pursuant to· competitive bidding in. the event of 
. . 

substantially improved market conditions. We 'do not find' that a 

... 
- .> -
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nC90ti~ted sale is always necessarily in the pUblie interest. Zhis 
decision is not intended to.modifytheeompetitive b:i.c3oinS rul.e as· . , " 

~tially set out in .Decision No.. 38614 (46, Cal .. It~C.. 281. (1946) ). 

The notes arc not proposed to be offered or initially 
sold in thc Stato of California or to' California residents if the 
intorest rate thereon exceeds 10C'''' per annum. Petitioner asserts 
that in view of the california O'sur.f Law the- notes and, indentur.es 

should "contain special provisions applicable to cai:L,fornia 
. . 

residents which will have the effect, in the event the interest 
rate on the Notes exceeds 10% :per annum, of limiting the interest. 
which may 'be received by such residents, other than: lenders 
exempted by the california COllstitution,to 100,," per'annum." The 
record doos not support this assertion .. 

In any event tho proposed restriction is unnecessary' 
in view of our recent holding in Decision No. 83411,,' dated' 

september 4, 1974, in Application No,. 55080,. relating to:$outhern' 

california Gas Company, and DGcision No... S3504,dated sep~mber 24, . 

1974, in Application No. 55l16, relating to Pacific Gas and Electric' 

Company, that the California Usury. Law does not apply to the 
. . . 

issuance and sale of seeuri ties authorize'd by this Commission. 

We reaffil::m this holding and conclude that if tho' interest.l~tation 
of the ca~ifornia Usury Law is exceeded but it is deteminedthat 

the transaction, whether negotiated or by c:oml?ctitive, bid, isth.e· 

best the utility can obtain because of market conditions·, 'then the 
pUblic interest requires this Commission to authorize the issuance 
and sale of the debt instX'tlXnents. 

After consideration the Commission. fines that:· 
1. Petitioner is a California: corporation,'operating 

unClcr tho jurisdiction of this Commission. 
2 • Petitioner secks modifications of Dccision 

No. 82782, dated April 23, 1974,. as ameneed. 
by Decision No.. 82938, dated 1;@.y 29,1974, 
which rec;ruired- an unpaid $56,000 fee for 
authorizl.ll9 not exc:ecain9 $lOO~OOO,OOO of 
SGven Yoar Notes. . 

- 4·-
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3. ~e proposed notes would be forproperpurposoS. 
4. The utility has need for extema1 fWlds· for the' 

pur,poses set forth in these proceedings. 

S. It has. not been established to our satisfaction 
that the proposed restrictions on california 
sales would be in the public interest. 

6. ~e proposed use of fivo~ear redemption 
provisions is reasonable. 

7.. Tho money, property or lalX>r to be procureCl 
or paid for by the, issuance and sale of the 
notes herein authorized is· reasonably 
required for the p~ses specified herein, 
whiCh purposes, except as otherwise authorized 
for accrued interest, are not, in whole or in 
part, reasonably chargeable to, ope~atin9 
expenses or to income. 

S. The sale of the proposed notes Should not be 
required to be at compctiti ve biading .• 

9. The notes being unsecurea, no California 
property would become oncuznbered thereby'. 

10. Prevailing market conaitions may necessitate 
that petitl.o:oer· s proposed notes will be 
issued and Bola w1th a rate of interest 
exceeding the limitations provided in 
Article XX, SGction 22 of the California 
Constitution. 

11. PUrsuant to plenary powers granted to the 
Legislature by Article XII, sections 22 and 23, 
of the california Constitution" the Legislature 
is authorizod to confer additional consistent 
powers upon the PUblic utilities Commission as 
it deems necessary and appropriate, unrestricted 
by any other provisions of the California . 
Constitution, except those directly relating to 
the Commission. . 

12. The Le9islature has conferred upon the pUblic 
Utilities commission the authority to-regulate 
the issuance of pUblic utility securities, 
including evidences of indebtedness, and to­
prescribe restrictions and conditions as it 
deems reasonable and necessary, '. (Sections 816 
at seg. of the Public: utilities Codo). 

s 
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13 _ Pursuant to the. plenary powers granted to' the 
Legislature in Article XII, Sections 22 and 23-
of the california constitution, it conferred 
upon the pUblic Utilities commission 
comprehensiv~ and exclusive pow~r over ~a 
issuance of pUblic utility securities, 
including evidences of inaobtodnoss, and tho 
Usury Law cannot be appliod as a restriction 
on the Public Utilities commission's· regulation 
of such issuances of public utility securities, 
including the establishment of a reasonable 
rate of interest. 

14. In addition to, the plenary powers granted to 
the Legislature by the California Constitution 
pursuant to which the Legislaturo conferred 
upon the PUblic Utilities Commission exclusive 
authority to regulate the issuance of notes, by 
public u.tilities (Sections 316- ct seq. of the 
Public Utilities Code), irrespective 6fthe 
usury Law, judicial interpretation of the 
California Usury Law has exempted corporate 
notes of public utilities, from operation of 
the usury Law. 

15. If the usury limitation contained' in Artiele XX, 
section 22 of the California. Constitution ana the 
Usury Law Initiative Act is exceeded, but the 
transaction is authorized by' this Commission ana 
is the bestpctitionercan obtain because of 
ma:kct conditions,. petitioner utility, its 
assignees or successors in interest, will have 
no oceasion to and cannot assert any claim or 
defense under the California Usury Law~ further, 
and necessarily, because of lawful issuance by . 
pcti.tioncro£ notes in compliance ,with authorization 
by the Public Utilities Commission~ persons . 
collecting interest on suCh authorized notes are 
not sUbject to tbe Usury Law sanctions. 

16. '.t'he Commission does not find objectionable· . 
potitionerls proposal to situate and structure; 
the proposed issuance and sale of said notes 
outside California. 
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on the basis of the foregoing, findings, we conclude '. that 

(1) Decisions Nos. S2782 ane 82938 should be· roscindod, (Z)tho' 

utility should be authorizoe to issue and sell $300,000,000 of 

securities in the forms and manners as reczuestee,. "except t.hat' no 

speci~l restrietions shall apply to California residents, and 
(3) the Califor:U.a lJ'su:ry ~w has no, applieation to,'the ,issuance 
and sale of the utility'z notes. 

~e authorization heroin 9X'antoCl is for tho pUZ'J?oseOf 
. , 

these proceedings only, and is not to be construed as indicative 

of amounts to be inclucod,in proceeoings for the determination of 
just ana :t:'oaQonO'lble r<ltes. The utility is hereby placed on 

notico that, if tho Comrnis:3ionbeliovcs' th:lt,tho nogotiated 
prices or interest r<ltes pertaining to tho proposed. security' issues 
will rosu.lt in excessive o~fGctive' interost eO$ts" 1t will take' 
into consideration in rate procooclings onJ.:{ that which it, deems' 
reasonable. 

Q.~'~,E!i 

I~ IS ORDEREDth~t: 

1. Decisions Nos. S2782 and S29~ 3rc' hcraby rescinded,. 
and Application No. 5S130 is horeby dismissed. 

2. The sale by The Pacific Telephone and Telegraph ComJ?~Y 
of not exceeding' $150,000-,000 aggr09'a:tc principal amount of its 

Seven year Notes due october lS, 1981, and not exceeding 
$150 1000,000 aggregate principal amount of 1ts. Ten Year. Notes due 
october lS, 1984, is hereby exempted from the Commission's 

. ' 

competitiv~ bidding rulo s<;:t forth u" Decision. No,. 38614" oated 
I 
I January 15, 1946, as amended, in case No~ 476l. 
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3. 1'ho Pacific Telophone and Telo9%'aph;Company'may execute 
and de~vcr indentures insUbstantially tho samefor.ms· as EXhibit E 

in Application No. 54775,. appropriatoly modifiod to, comply with. 

this order including deletion of tho Restrictions Applicablc.to. 

california Rosidents paragraph and tho related' subsoction'9·.0l (e) • 
. . , ' 

4. The Pacific Telephone and Telegraph Company may issuo 

ana soll notos in tho . aggregate principal amoWlt of not· exce'cding 

$300,000,000 in the forms of not exceeding $l50,000;000399%'09ato. 

principal amount of seven Year Notes ,due. october 1$, 1981" and,· 
not exceeding $l50,000,000 39grogato principal amount ofTen yoar 
Notes due October lS, 1984" all in accordance with' theplcaaings~. 

tcs'timony and exhibits modified to: be consistent' with. paragraph 3 

hereof. 
s. Neither The Pacific Telephone and TelcgraphCompany nor 

aIly person pw:porting to act on its behalf shall at an~t, timoasscrt 
in any manner, or attanpt to raise as a claim or defense in' any 
procoeding, that the into rest on said notos oxc:ecds the' max:.murrt 

pemitted to ~ charged under the California Usury Law or any 

similar ~aw establishing tho maximum rate of interest that can bo 

charged to. or rcc:ci ved from. a borrower. 
6. The Pacific Telephone and 'relosraph Company shall usc. 

the proceeds of the issuanco, and sale of said securities,,. exclusivo 
, . 

of accruod interest, to roimburso, so: far as possiblo,_ i,ts treasury. 

for funds cxpcnded as sot forth 'in the record'. . The accruod 

interest may be used for such purpose or for " general corPOrate' 
pw:poscs. 

7. Promptly after The Pacific Telepho?e and Telegraph .. 

company detol:mines the price or :prices and interest rate or rates 
pertaining to the securities herein authori:zcd, .. it, shall. notify, 

.1 • 

. . the Comrrd ssion thereof in wri tinq. 

'.' . 
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s. In tho event ~c Pacific Tolophonoand Tele'gra~h:Company 
utilizcs competitive bidding, in lieu of the notification,required 

by paragraph 7 hereof tho company shall file ,with the commission 
a w:rittcn report showing as to each bid received,. the name of tho' 
bidders, the pric,c, the interest rate, and the cost of money to 
it based upon said price and interest' rate. 

9. As soon as available, The Pacific Telephone and,Tclcsraph 
company shall file with tho:~Comm.ission t.lU:ee copies of each 
prospectus pertaining to said' securities. 

10. Within one month after. issuing and scllingthc securit.ies 

herein authorized, The Pacific Telephone and Talegraph. Company 

shall file with the Cocmission a statement, in lieu of a'report 
under General Orc1er No. 24-a, disclosing- the purposes for"which 
it used tho security issue proceeds. 

11. This order shall become effective when The Pacific . 
~e1ephone and Telegraph Company has paid the fee, prescribed ~y 

section 1904 (b) of the Public Utilities Code, . which fec'is 

$156,000'. 
Dated at c __ ·_

San __ Fra:J._clsc __ c>_...1' california,. this' 
OCTORFR day of ______ -.l{ 1974. 
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VERNON L. STURGEON' 
. . President' , .... 

WILI..!AMSYMONS~ JR..' 
.l.;.p~ V'O'KASIN,}~:' 
THOMAS'MORAN' ... ·· .. 
D~ w. BOt.MES: ;,' . 

. Cnm.xni!laionerf. 
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