Decision No.  SOSSL . . @@H@U[N] H il
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE SﬂAZB OF’CALIFORNIA

In the Matter of the'Applzcatxon of
ROSEVILLE TELEPHONE COMPANY for
authority to issue and sell $5,000, OOO
aggregate principal amount of
debentuxes, and to execute and

)
) Application No. 56166 -
)
deliver related documents‘providin97 )
)
)
)

(Filed December 31, 1975)

therefor and for the modification of
the terms of outstanding debentures.

CPINION

Roseville Telephone COmpany seeks aﬁthdrity to issue
and sell $5,000,000 aggregate principal amount of its 10% Series H
Debentures, and to execute and deliver a First Supplemental
Indenture and 2n Amended and Restated Indenture.

Applicant is a Califormia corporation furnishing local
and long—-distance telephone service in the City of Roseville and
contiguous territory. For the first ten months of 1975, it xeported
total operating revenues and net income in the réspective ambtntﬁ
of $6,907,130 and $1,142,047. The company's *eportcd assets and
lzabllxt;es 2t October 31, 1975, are summarzzed as follows-

Assets

Fixed assets less reserves _
. for depreciation $24,002,361
Othexr assets A 2.088;645;‘
~ Total’ $26,091,006 .
Liabilities S
Capital stock outstanding B
and subscribed $ 4,616,280
Premium on capital stock 6,322,845
Retained eaxnings L 1,437,223
Long-ternm debt ‘ 7,162,500

Notes payable. ~ bank - 4,400,000
othcr lxabzl;tzes i ‘ _ 2;152;158?‘

Towal. 5,001,006
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Undexr authority'prcviously_granted‘by this Commission}»
the telephone corporation may issue not exceeding $7.500,000
aggregate principal amount of short-term notes in faﬁcr‘of‘Bank
of America National Trust and Savings Association. Applicant
intends to use at least $3, 000'000 of the $5,000,000 proéecds from
its Series H debentures to xepay a2 portion of its borrowzngs from
said bank for construction of telephonc plant or purchases of
telephone equipxent; any remaznlng proceceds would be_applxcd
directly to the purchase of telephone plant or cquipmént.

The Series H écbentures would bear interest at the rate
of 10% per annwn, would mature January L, 1996, and would be
subject €0 2 ten-year restricted redemption provision. . The
prospective purchasers consist of four life insurance companies.

In order to provide for the Serics H debentures and to
amend its present indenture in other respects, applicant proposes
to execute and deliver a First Supplemental Indenture pursuant
to which said indenture would be amended and'resta*ed in its
entirety. In addition to providing for reasonable increases in
annual sinking fund payments, the amended and restated indenture
would make a number of minor changes affecting applicant’ s,dcbentures.
In this connection the application discusses the Cal-fornla USu*y
L2w by stating, in part, the following:

"Because of the lack of any definitive rul:ng
directly on point, there is a possibility that ‘
the issuance and sale to the holdars of the
presently outstanding debentures, among others,
of the Series H Debentures bearing interest
at the anauwal xate of 10%, and the above-
mentioned sinking fund increases and other
changes in the Present Indenturc's provisions
applicable to Applicant's presently outstanding.
debentures together might be found to violate -
the Califoxnia Usury Law." .
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After consideration the Commission finds that: -
The proposcd debentures are f£or proper purposes.

Applicant has nced for external funds for the
purpeoses set forth in the application.

The proposed restricted rcdempt&on provzs;on
is reasonable.

The proposed documents would not be adverse
to the public interest.

The moncy, property or labor te be procured

oY paid for by the debentures hercin authorzzed
is reasonably required for the purposes
specified herein, which purposes are not,

in whole or in part, reasonably chargeable

to operating cxpenses or to anome.

Or: the basis of the foregoing findings we concludc that
the appllcatzon should be granted. A‘publxc hcarlng\ls net necessary.
Certain decisions (commencing with Decision No. 83411,

dated September 4, 1974, in Application hOu 55080, relatlng to
Southern California Gas COmmany s First dortgage Bonds, Series J,
and most recently Decision No. 85126, dated Vovember 18, 1975, [
Appllcatzon No. 55975, relating to Southwest Gas chporatmon s
ten-year, 11-7/8%, unsccured promissory notes) hold that this
Commission in exercising its authority to-regulate publ:c_ut;lity
debt sccurities is not restricted by the California Usu:y Law. |
and its ramifications. We reaffirm this holding and further
conclude that even if the sinking fund and other indenture
provzs;ons were construed as causing applzcant s 0% Sermes B
Debentures to exceed the interest limits of the Calzfornza Uoury
Law, said debentures are to bear intexest at the most favcrablc
rate applicant can obtain under present market condzt;ons, and the
nubllc interest requires this Commission to authorlze the Lssuance
ané sale of the debentures zrresPcctlvc of lmmztatzons o£ thc
Calzforn;a Usury Law.
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The action taken herein is for the purpose of this
proceeding only and is not to be comstrued as indicativenéf
amounts to be included in proceedings for the‘determinatiqn;ef'
just and reasonable rates. o -

IT IS ORDERED that:

1. Roseville Telephone Company, on or after the effectxve
date hereof and on or before April 30, 1976, for the’ pu:poses
specified in the application, may issue and sell not cxccedmng
$5,000,000 aggregate principal amount of its 10% Sexries E-
Debentures in accordance with Debenture Purchase Agrecments
substantially in the form attached to the applzcatzon as Ethbzt B.

2. Roseville Telephone Company may execute and del;ver a
First Supplemental Indenture and an Amcnded and Restated :ndenture
substantially in the forms attached to the appl;catzon as
Exhibits ¢ and D, respectively. :

3. Neither Roseville Telephone Company, nor anyone act;ng
or purporting to act on its behaif, shall at any time assext in
any manner, ox attempt to raise as a claim or defense in any
proceeding, that the interest on the Sexies B debentures exceeds
the maximum permitted to be charged under the California Uéu:y
Law or any similar law establishing the maximum rateief‘inte;eSt'
that can be charged or received from a borrowex.

4. Roseville Telephone Company shall fileiwith the Commission
a rxeport, or rxeports, as required by General o:aé: No. 24=~B, - |

which order, insofar as appllcable, is. hcreby made a part oc thls
orxder. :
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5. This ordex shall become effective when Rosev:.lle N
Telephone Company has paid the fee prescr:.bed by Section 3.904 (b)
of the Public Utilities Code, which fee is $3, 000._ -

“Dated at San Francisco, Cal:.fom:.a, th:.s _-Z«"Lk_g_d‘ay“’
of January, 1976. ' '

S
N '}r\h’ .N

T COmmiSSioncrs




