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Decision No. 83037 

BEFORE THE PUBLIC 'O'I'ILITIES C01'1MISSION OF" THE STATE OF CALIFORNIA 
" , 

IN TEE .MATTER. OF 'rEE APPLICATION OF ) 
SO'O'rBERN PACIFIC COl~CA'rIONS ) 
COMP~ FOR AtrmORXtt TO ISSUE ) 
ADDITIONAL NOz.eS. ) 

----------------------------~), 

Application No.. 54CS9, 
(Filed May 17,.1974) " 

James, J. Trabucco and Richard S. Kopf, Attorneys at Law" 
for applie',,~ 

Sidney J. Webb, for the Commission staff. 

Q.R.!.E~Q.~ 

Southern Pacific Communications Company seeks Gxemption 

from the Commission's competitive bidding rule, and a.uthority to 

issue. not exceeding $25,000,000 aggregate principal amoUnt o~ 
its 8-1/4% NotGS Due 1934. 

After due notice, a public hearing on the. above-cnti-::le<:1 
matter was hold before Examiner Donovan in san Francisco: on 

May 31, 1974, at the conclu,sion of whic:l'l. ~e matter,was"ta:lcen under 
submission. ~e Commission has received no protests in the 
proceeding. 

Applicant is a corporation incorporated on January, 23,: 

1910 under the laws of the state of Dclaware, and is a wholly 
owned subsidiary of Southern Pacific Company. The record. in this 
prococdin9' shows that applicant is a. specialized common carrier' 

of telecommunications, holding station licenses ,issued by the' 

Federal communications col'tllUission for stations between' 

San Francisco and Los Angeles, california, and holding, perntits 

to construct and operate its specialized common carrier sys'ccm 

- 1 -

I' , 



A.S4S89 EN' 

b~tween Los Angeles and St. Louis, Missouri, and ootweenNew York 

City and Boston, Massachusetts. In addition, applicant oporates 
a video lixlk in Florida between Fort z.Ieycrs and West Palm. Beach. 

The eoI:lmunications company proposes to: issue" twopro:aissory 

notes in an aggregate principal amount of not exceeding $25,000,000 

in favor of security Pacific NationaJ. .Ban:;, which notes would 

hear interest payable semi-annually at the rate of 8-1/4% per 

annum: principal would be repayable in amounts of l20-', 3-2!',4 and 3-6% 

thereof in 1932, 1903 and 1984~ respectively.. Southern pacific 
Company wottld be the unconditional guarantor. 

The pu.rposes for which the proposed notes are to- be' 

issued are for the construction, completion, extension or improve

ment of facilities, for the acquisition of faeilities, and for no~ 
exceedin9 $5,,000,000 working capital. None of the, proceeds would 

bc usee for intr(lstatc operations in the State of California. 

As ju.stification for seeking excmptionfrom competitive 
biClclin9' requirements with respect to the notQs~ the, application 
states the following: 

"Applicant requests that the CO:D."l'\ission find 
that the Adc:itional Notes may be issuod, as 
aforeeaid,. without being offered for competitive 
bidding_ It is not desirable or fcas~le for the 
Additional Notes to be sold at competitive biddin~ 
for the following reasons: 

"Since the date of its incorporation in 
Delaware on January 23, 1970, tho Appl;icant has 
been continuously occupied in obtaining its 
required licenses from the FCC- and in constructing 
its communications system. Applicant recently 
commenced interstate common carrier communications 
service on Dec~r 26, 1973. As shown in 
Exhibit D, at March 31, 1974, Applicant had total 
assc'i:s in exccss of $19 million~ but had received 
only $7 ~1$2 in rcventtcs for the three months then 
ended. At the present time, the Applicant possesses, 
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neither the operating experience nor the earnings 
necessary in order to' commend securities to the 
investing pUblic and to provide standards for 
judging their ratings and quality.. However, due 
to confid~nee in the Applicant and its proposed 
operations, '::he Lender is prepared to loan 
necessary funds upon the tems stated, which are 
believed by the Applicant to be more advantageoas 
and superior to any loan financing which could be 
obtained by Applicant through competitive biddin9, 
both with respect to texms of repayment ane 
interast cost. 

"Greater flexihility is ob'tained by placing 
this loan with only one lender rather than making' 
a public clis'tr~ution of securities. unexpected 
developments may oceur in any new enterprise, 
and it is of value to have i~s securities closely 
held t~pcrmit necessary Changes to be negotiated 
in the event such developments become significan~. 
P:r:i vate placements of sccuri'i:ics, including 
privately negotiated loans, have been widely 
adopted for the financing of new companies. 
Furthermore, the Lender has considerable 
knowledge of Applicant's proposed communications 
system and business operations by reason of 
prior negotiations for the said note financing_ 

"It is the considered jud9mcnt of Applicant~ 
and Applicant ~s been infomecl by persons who 
are actively engaged in the public offering 
of securities of communications companies, that, 
under present market conditions, loans on as, 
favorable terms as the proposed note financing 
cannot be obtainod through the public' offering of 
Applicant's securities, or by competitive bidding." 

After consideration the commission finds that: 

1. The proposed notes are for proper purposes. 

2. Applicant has need for external, funds for the 
purposes sot forth in this proceeding-

3. 1110 8-1/4% por annum. interest rate applicable 
to the proposed notes is favorWl.e to- applicant 
under ~cnt xaarket· eonditions. 
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4. A financially strong guarantor of the proposed 
notes controls applicant. 

s. The issuance and sale of the proposed notes 
should not be required to be effected at 
competitive bidding. . 

6. The money, property or labor to be procured or 
paid for by the notes herein authorized is 
reasonably requirea for the purposes specified 
herein, which purposes are no-::', in whole or. 
in part, reasonably chargeable to operating 
expenses or to income. 

on the basis· of the foregoing findin9s we conclude that 
the application shouldbo granted. The action taken herein is 

for the pu:z:pose of this proceeding only, and· is not to' be construed 

as indieati ve of amounts to be included in proceedings for the 
determination of just anCi reasonable rates. 

Q:RD!.B. 

IT IS ORDERED that: 
." 

1. The issuance and sale by SOuthern pacific Communications 

Company of not exceeding $25,000,000 aS9re9ate principal amount of 

its e-1/4% Notes Due 19C4 arc hereby cxcmp'i:ed from the Commission' s 

competitive bidding rule set forth in Decision No. 386l4,." dated 
January 150,. 1945, as amended, in case No. 4761. 

2. SOuthern Pacific Communications Company may issue and 
s011 at a price of not less than 1000,", of their principal amoun'/; 

not exceeding $25,000,000 aggregate principal.amount of its 

0-1/4% Notes Due 1904. The notes shall be in substantially the 

same fo:z:m as that in evidence as part o~ Exhibit No. 4 and s@jeet 

to Nota Agreements containing terms consistent With ~it· No.6 .. 
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3. Southern Pacific commanicationsCOmpany shall usc the 
prococds from. the notes llcrcin authorized f'or the purposes·· specified 
in ~is prcx::ccdin9. 

4. SOuthern Pacific Communications Company shall file "ri:i:h 

the Commission reports required by General Order No. 24-B, which 
order, insofar as applicable, is hereby maoe a part of this order. 

S. This order Shall be como effective when Southern Pacific 
Communications Company has paid the foe prescribed by SOetion 1904(b) 
of tho Public Utilities eeOC',. which foo is $1$,.500. . . 

Dated at san Francisco, Califorxu.a, th~s .J~day o:t 
Juno, 1974. 
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