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Decision No. 82782‘

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE]STA?E;OFTCALIFGRNIA

In the matter of the Application of
TEE PACIFIC TELEPHONE AND TELEGRAPH
COMPANY, a coxporation,

)
R
% |
for an order authorizing it (a) to ) Application No. 54775
issue and sell $100,000,000 principal) (Filed April 2, 1974)
amount of Seven Year Notes due Yy B '
June 15, 1¢8l, and () to execcute )
and dcl:vor an xndcnture to. be dated )
as of June 15, 1l974. ).

)

CRINION

The Pacific Telephone and Teie&raph Company seeks
auvthority to execute and deliver an’ xndenture and to issue and
sell, at competitive bidding, $100,000, OOO prznclpal amounL
of notes : , : |

Applzcant propoqes to use the note proceedo for
partial reimbursement of its treasury for capital cxpendmtureo.
The utility reports that on February 28, 1974, its unreinbursed
capital expenditures amounted to $2,412,146,132. Upon |
reimbursement of the company's treasury, applmcant contcmplates
applying $100,000,000 to zeducing the amount of its then
outstanding short-term borrowings, estinated to approx;mate '
$400,000,000 as of July 2, 1974 in the_absence o£,f;nancznq.

Aftex givine effect to_the_financing proposed‘hercin
and to $200,000,000 of proposed debenture £inancing, applicant
estimates that its debt ratio would be 48.2% at July 31, 1974.
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The COMPany Proposes to sell uamd notes throuah
competitive bidding, the successful »id to determanc the
interest rate. The notes would be issued under an zndenture
to be dated as of June 15, 1974, would mature June- 15 1981, -
and would be subject to a restrxcted rodemptxon provxszon
until June 15, 197¢ ‘ p

Aftexr consideration the Commission £inds. that-'

The proposed notes would be £or propex purposes.

Applicant has need fox external funds for the
purposas set forth in this p:occcdlng.,

The proposed indenture would not be adverse: to
the public interest.

The proposed xestricted redemptzon provxs;on
is reasonahle.

The moncy, property or -lahor o he procured oxr
paid for by the notes herein authorized is ‘
reasonably required for the purposes specified
herein, which purposes, except as otherwise
authorized for accrued intexest, are not, in.
whole ox in part, reasonably chargeable to
operating expenses or to income.

On the basis of the foregoing findings we conclude
that the application should be granted. A public hearing is
not necessaxry. The authorizaution herein granted is for the
purpose oi this proceeding only and is not to be construed
as indicative of amounts to be included in procecdings for
the determination of just and reasonable rates.

IT IS ORDERED that: ‘ _ . o
1. The Pacific Telephone and Tclegréph'Company nay
execute and deliver an indenture in substantxally the: same
form as Exhxbzt B attached to the appllcatxon.
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2. The Pacific Telephone and'relegraph'éompany may' ,

ianvite the submission of wyritten scalcd bids for the purchage

of not exceedxng $100,000,000 aggrogate principal amount of -
its GSeven Year Notes due June 15, 198l1.

3. <“he Pacific Telephone‘and Telegraph Company may
issue and sell said potes in the aggregate principal amount
of not ekceeding $100,000,000 at the price offered in a hid
which would result in the lowest cost of money‘to appiicant'
caiculated in the manner provided in the Standard Statemcnt’ 
of Terms ard Conditions Relating to Bids filed in thzs .
proceeding as a part of Exhibit C.

4. The Pacific Telephone and Telograoh Compary-shall
use the proceeds to be derived from the issuance and sale of
said notes, exclusive of accrued interest, to reimbursé;'so
Lar as possible, its treasury,for fundS‘expendod‘as.set forth
in the application. The accrued intorést nay be used for such-
purpose or for general corporate purposes. |

5. Promptly after awarding the contract for the sale
of said notes, The Pacific Telephone and Telegraph Company
shall file with the Commzssmon a written xeport show;ng, as
to each bid zeceived, the name of the b;ddcr,‘the prxce, the
intexest rate, and the cost of money'to applxcant baood upon
said price and interest rate. ,

6. As soon as ava;lablc, The Paczi;c Tolephone and , _
Telegraph Company shall £ile with the Cornmis 1on three coples   ‘
of its‘proSPectus pertaining to aaid notes.. |
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7. wWithin one month after selling the notes herexn ‘
authorized, The Pacific Tclephone and Tclegraph.COmpany'ohgll
£ile with the Commission a ‘statement, in lieu of a xeport
under General Order No. 24-B, disclosing the purpeses for
which it used the note proceeds.

8. This orxder shall becomn eficctzve when The
Pacific Telephone and Telegraph Company has pamd the fee
preocrzbed by Section 1904(b) of the Punlzc Utzlltles COde,
which £ee is $56,000. ,

Dated at San Francisco, Calmzornza, thlu-cQJnﬁ
day of april, 1974. o LA o

/

]
'. '~"

- comnissioners:
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Decision No.

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE. OP CALIFORNIA

In the matter of the Appllcatlon
©f THE PACIFIC TELEPEONE AND

TELEGRAPH COMPANY, a corporation,)

)

)
for an orxrder authorizing it )
(2) to issue and sell Thirty- )
Eight Year Debentures due )
October 15, 2012 in an aggregate )
Principal amount not exceeding )
$300,000,000, (b) ‘to execute )
and deliver an Indenture and )
(¢) for the exemption of such )
proposed issve of Debentures )
from the requirements of the )
conpetitive bidding_rule . )
established in the Commission's )
Decisions Nos. 38614, 49941, )
75556 and 81908. D)
)

)

)

)

)

)

)

)

)

)

)

)

)

)

In the matter of the Application
of TEE PACIFIC TELEPHONE AND

TELEGRAPH COMPANY, a corporxation,

for an oxdex authorzzmnq it
(a) to issue and sell.
$100,000,000 principal amount
of Seven Year Notes due -
June 15, 1981, and (b) to
execute and deliver an
Indenture to be dated as of
June 15, 1974. ,

Application No. 55130

(Filed August’ 23, 1974)

Request Lor Dismissal = -
(Filed September 27, 974)‘

Appl;catxon No-. 54775
Petition for Modmfzcat;on ‘
(Filed August. 23, 1974)
Pet;tzon for Further
© - Modification: L
(Fxleo September 27, 1974)

Milton J. Morris, Attorney at lLaw, 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

The Pacific Telephone and Telegraph CQmpany secks o
authority to execute and deliver two indentures and to 1suuc and -
sell, cithex by competitive bidding or negotiation, notes in the
aggregate principal amount of not exceeding $300,000, 000. The
notes would be in the forms of not exceeding $150 000, 000 aggrcgate‘.
Principal amount of Seven Year Notes due QOctober 15, 1981, ‘and |
not exceeding $150,000,000 aggregate prxncmpal amount of Ten Yeax
Notes due October 15, 1984. | . . S

After due notice, a public hearing in the above—entxtlcd

ttexs was held before Commissioner Sturgeon and/oxr Examiner
Deonovan in San Francisco on September 6 and 16, 1974, at thc
conclusion of which the matters were taken under submission.
By brief and oral argument staff counscl opposed the'company s
proposal to restricet the California market Lfor the secu:;t;cs.

The company proposes to use the note'prdgcedé,f¢r
partial reimbursement of its tréasury.for capital expenditu:gs;'

In this comnection, Exhibit ¢ attached to Application No. 55130
shows unreimbuxsed capital expenditures amounting to $2,505,602,816
on July 31, 1974. Upon reimbursement of the company's treasury.,
the utility contemplates applying $250,000,000 to‘rcpayxng short-
term premissory notes, which notes in the absence of I;nancxng

are astimated to approximate $250, OOO 000 as of 0c1:ober 24, 1974 '
and $365,000,000 by the end of Decembder, 1974.‘




A.55130, A.54775-5 LAWEN

After gzvmng effect to-the f;nancxng proposed heremn,
the company estimates that its debt xat;o~would be 48. 7% on
Octobexr 31, 1974. , ‘

The three material issues for the COmmlssxon.to con- -
sidex in these proceedings are whether or not (a) the’ sale of -
the proposed securities should be reaulred to be through
conpetitive bidding, (b) special restrictions should apply to-
California residents with respect to interest rate 11m1tat;ons
and (¢) the maximum interest rate provzs;ons of Article xx
Section 22 of the California Constitution are appl;cable to
the prcposed security issuves. | |

As closing remarks supportzng the request for
exemption from competitive bidding requxrements, the utmlxty s
treasurer testified " . . . we are being znfluenced by the
conditions now oxisting in the financial markets. Interest
xate pressures arée intense, reflectzng a lessening of credz*
availability and a strong demand for funds. Investors are
showing theixr concern by plac;ng great. emphasis on the qual;ty
of issues and by being very selective in comm;tt;ng long-term
noney. " - .

The evidence 1n,these proceed;ngs persuades us that
the present unsettled market conditions justafy'negotxated '
offerzngs of the securities. Although the ut;lxty s. present ‘
plans contemplate sclling the securities on a negotxatea baszs;'
and underwritten by a nationwide group, or groups, of 1nvest-‘
ment barking firms, the company desires alternative authorzty
to sell them pursuant to competmtxve bidding in the event of |
substantmally improved market eondmtxons._ we. do not f;nd that a‘T‘
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regotiated sale is always necessarily'in'the‘pdblicfinterest; ‘Thisv
decision is not intendedvto-modify”the~competiﬁive?bidding‘rulevagf
initially set out in Decision No. 38614 (46 Cal.Rlc; 281“(1946)).

The notes are not proposed to ke offercd or xnxtzally
sold in the State of California or to Caleornla res;dents if ﬁhe
interest rate thereon exceeds 10% per annum. Petxtxoner asserts
that in view of the California Usury Law the notes and‘xndentures
should “contain special provisions applicable to Calmfornza
xesidents which will have the effect, in the event. the ;nterest
rate on the Notes excecds 10% per annum, of lmmmtmng the ;nterest
which may be received by such residents, othexr than lenders -
exempted by the California Constitution, to _0%-per annwm." 'Thé'
record does not support this asserxtion. _ ‘ |

In any event the proposed restriction is unnecessary
in view of our recent holding in Decision No. 83411, dated
Septenber 4, 1974, in Applmcatzon‘no. 55080, relat;ng to Southern
California Gas Company, and Decision No. 83504, dated Septembcr 24,
1974, in Application No. 55116, relatlng to Pacific Gas and: Blectrzc -
Company, that the California Usury Law does not’ apply'to the ‘
issuance and sale of securities authorized by-th;s CommLSSLOn. | «
We reaffirm this bolding 2nd conclude that if the intcrest lxm;tatxon:L
of the California Usury Law is exceeded but it is determined that
the transaction, whether negotiated or by compctz;mvc'bld, Ls‘thc‘
best the utility can obtain because of market conditions,“thén the
public interest requires thzschmm1331on to authorzze the Lssuance
and sale of the debt instruments. | _

After consideration the Commission finds that:

1. Petitioner is a California co:porat:on operating .
under the jurisdiction of this Commission.

2. Petitioner secks modifications of Deeision
No. 82782, dated April 23, 1974, as amended.
by Decision No. 82938, dated May 29, 19,4,
which required an unpaid $56,000 fee for
authorizing not exceeazng $lOO 000, 000 of
Seven Year Notes.

-4 ~




A.55130, A.54775-S LAM/HN

The proposcd notes would be for proper purposes.

The utility has need for external funds for the’
purposes set forth in these proceedings. :

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

The proposed use of fivo-year redemption
provisions is recasonable.

The money, property or labor to be procured
or paid for by the issuance and sale of the
notes herein authorized is reason2bly
required for the purposes specified herein,
which purposes, except as otherwise authorized
for accrued interest, are not, in whole or in
part, reasonably chargeable to operating
expenses or to income. ‘

The sale of the proposed notes should not be
required to be at competitive bidding.

The notes being unsecured, no California
propexrty would pecome oncumbered thexeby.

Prevailing market conditions may necessitate
that petitioner's proposed notes will be
issued and sold with a rate of interest
exceeding the limitations provided in
drticle XX, Section 22 of the California
Constitution. ,

Pursuant to plenary powers granted to the
Legislature by Article XIIX, Sections 22 and 23
of the Califormia Constitution, the Legislatuxe
is authorized to confer additional consistent
powers upon the Public Utilities Commission as

it deems necessary and appropriate, wnrestricted -
by any other provisions of the California ﬂ
Constitution, except those directly relating to
the Commission. -

The Legislature hag conferred upon the Public
Otilities Commission the authority to regulate
the issuance of public utility secuxities,
ineluding evidences of indebtedness, and to
prescribe restrictions and conditions as it
deens reasonablevand'necessaryy(Sections_816
et _seg. of the public Utilities Code). S

-5 o
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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
conprehensive and exclusive power over the
issuance of public utility securities,
including cvidences of indebtedness, and the
Usury Law cannot be applied 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.

In addition to the plenary powers granted to
the Legislaturc by the California Constitution
pursuant to which the Legislaturc conferrxed
upon the Public Utilities Commission exclusive
authority to regulate the issuance of notes by
public utilities (Sections 816 et seg. of the
Public Utilitics Code), irrespective of the
Usury Law, judicial interprctation of the
California Usury Law has exempted corporate.
notes of public utilities from operation of
the Usury Law.

If the usury lmm;tatmon conta;ncd in Article’ XX,
Section 22 of the California Constitution and the .
Usury Law Initiative Act is excecded, but the
transaction is authorized by this Commission and
is the bestpetitioner can obtain because of
market conditions, petitionerutility, its
assxgnees or successors in interest, will have

no occasion to and cannot assert any claim oxr
defense under the California Usury Law; fuxther,
and necessarily, because of lawful issuance by -
petitioner of notes in compl:.ance with authorization
by the Public Utilities Commission, persons
collecting interest on such authorized notes are
not subject to the Usury Law sanctions.

The Commission does not find objectionablei .
petitionex's proposal to situate and structure’

the proposed issuance and sale of sa;d notes
outside California.
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On the basis of thc forcgo;ng m;nomngs we coﬁclude that
{1) Decisions Nos. 82782 and 82938 should be rescinded, (2) the
utility should be authorized to 1ssue~and sell $?OO 000, 000 of ‘
securities in the forms and manners as requestcd, except that no
special restrictions shall apply to Callzornma residents, and -
(3) the Califormia Usuxy Law has no applxcatxon to the ; suance
and sale of the utility's notes. | |

The authorm-atxon here;n granted is for the purpose of
these proceedings only, and is not to be construed as indicative
of anmounts teo be included in proccedings for the dcterminatioﬁ of
just and roasonable rates. The utility is hﬂrcby placed on
notice that, if the Commission ‘belicves that. the ncgot.ated ,
prices or interest rates pertaining to the proposed security Lssucs
will result in excessive offective interost ‘costs, it wxll take

into ceonsideration in rate proceedings only that whmch 1t dcems
reasonable.

IT IS ORDERED that*

l. Decisions Nos. . °2782 and 8293u are hcreoy rcsc;ndcd,
and Application No. 55130 is hereby dismissed. :

2. The sale by The Paczfzc Telephone and Tclegrapn Compgny
of not excceding $150, 009,000 aggregate principal amount of its.
Seven Year Notes due October 15, 1981, and not cxcecdzng
$150,000,000 aggregate principal ameunt of its Ten Year. Notcs due
Octeober 15, 1984, is herchby excmpted from the Commission's _
competitive bidding rule st forth mn Decision No.. 38614, dated
January 15, 1946, as amended, in Casc No.: 4761. B
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3. The Pacific Telcphone and Telegraph Company may execute N
and deliver indentures in substantially the same. forms. as Exhibit E
in Application No. 54775, appropriately modified to comply with
this order including deletion of the Restrictions Appllcable to
Califorpia Residents paragraph and the related subsect;on 9.01(0).

4. The Pacific Telephone and Telegraph CQmpany may'lsﬂue ‘
and sell notes in the aggregate pr;nclpal amount of not exccedlng
$300,000,000 in the forms of not excccdzng $150, 000 000 aggrcgatc:
principal amount of Sevea Year Notes due October 15, 198L, amd .
not exceeding $150,000,000 aggregate prlncmpal amount of Ten Year
Notes due Octobexr 15, 1984, all in accordance waﬁh the plcadings,.
testimony and exhibits mcd;fxcd to be conszstent wmth paragraph 3f
hoxcosf. : : -

5. Neither The Pacific Telcphcne and'TeIcgraphZCOmpany'nor
any person purporting to act on 1ts behalf shall at any txmc asscrt
in any manner, or attempt to xaise as a clazm or defensc in any
procceding, that the interest on said notcs.cxcecds the nwucumnn
pexmitted to be charged undex the California Usury Law or any
similar law cstablishing the maximum rate of xntcrcst that}can be
charged to or xececived from a borrower. :

6. The rPacific Telephone and Telegraph COmpany SHall use
the proceeds of the 1ssuancc and sale of said sccurmtxes, exclusive L
of accrued interest, to rcxmbursc, 50 far as poss;ble, 1ts trcasuryc
for funds expended as set forth 1n the record. ‘The accrued
interest may be used for such purpose or hor gcneral corporate
purposes. ‘ |
7. Promptly after The Pacxfxc Tclephone and Telegraph
Company determines the price or prices and Lnterest rate ox ratcs
pertaining to the sccurities herein authcrmzed it shall not;fy
..the Commission thcrcof in. wrmtzng. ‘




8. 1In the event The. Pacxfmc Tolephone and Telegraph COmpany '
utzlxzes compct;txve bmadlng, in lieu of the notification rcquzred |
by paragraph 7 hercof the conmpany shall f£ile with the COmm;ssxon_“
a written rcport showing as to each bid redeived;‘the‘name of the’
bidders, the przce, the intexest rate, and the cost of money to
it based upon said price and interest rate.

9. As soon as avallable, The Pacific Telephone and Telegraph‘

Company shall £ile with the Commission three copxes of each
' prospectus pertaining to said securities.

10. Wwithin one month after issuing and scllang thc securitics
herein authorized, The Pacific Telephone and Telcgraph Company
sball file with the Commission a statement, in lieu: of a rcport
under General Order No. 24-8, dzsclosxng'the purposes for which-
it used the sccur;ty issue procecds. ,

1l. This order shall become effective when The Paczfmc
Telephone and Telegraph CCmpany has paza the fee prescrxbcd by
Section 1904 (b) of the Public Utxlxtmes COde, whlch fec is.
$156,000.

- Dated at. San Francisco Calz.forn:x.a, thls __é/i'é_
day of OCTORFR 1974. - o

- VERNON L. STURGEON
: “President’
WILLI.A.M SYMONS JR.
3. P. VUKASIN, JR.
THOMAS - MORAN
‘D-VV 'HOLMES: L
R ("nmzm:mm:»m:1-1l )

PUBL"} UTIUT!ES CGWLSSiS‘J :

ASHSTANT SCCRETARY.
PUBLIC.UTILITIES COTIMI
STATE OF CALIFORNIA : =~

-
jfr-
/f‘-




