
Decision No. 86662 
BZFORE TEE PUBLIC UTILITIES COMMISSION OF THE STAn: OF·CALIFORNZA 

Application of 

CONTINENTAL'I'ELEPHQNE COL1PANY 
OF CALIFORNIA, REDWOOD EI~lPlRE 
TELEPHONE COMPANY· and COLFAX 
TELEPHONE EX~GE 

) 
) 
) 
) 
) 
) 
) 

~or an order authorizing (i) Redwood ) 
E:npire Telephone Company ;;Jnd Colfax ) 
Telephone Exchanse to morse with ) 
Con'i:.incntal Telephone Company of ) 
C~lifornia, and (ii) Continontal ) 
Telephone Company of California to ) 
issue i'l:s securities, to assume the ) 
li~bilitics·of Redwood &~pire ) 
Telephone Company and Colfax Telephone ) 
Exch~nge and to encuml:>cr properties. ) 

) 

OPINION ----..-...--

Application No. 56~25 
(Filed october 22, 1976) 

Continen~l Telephone Company oi California seeks 
31,;l.';:hority to issue not exceeding 73,000 shares of its $5 par value 
ca~on stock to Continental Telephone Co~ora~ion in exchan~c fo: 
all the outstanding eat>i'i:al stock of Redwood Empire Telephone 

• • Company and Colfax Telephone Exchange, ~no the latter two 
corpora"ions seck authority to merge wi'til ;;JnG into COntinental 
Telephone Company of Clllifornia. In aedi-::ion, Continental 

Telephone Company of californ~a seeks aU~lo=ity to assume 
liabilities o~ Redwood EQpirc ~clophonc Company and Colfax Telephone 
E~changc, to issue not exceeding $3,835,000 asgrcgatc principal 
a.-o.ount of its First lr.or'c939C Bonds, ant! -::0 execute and deliver a 
SCvc:l!:i:e.cnth SupplCInCIltal Indonture.. 

.. 
/ , 
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A.SSOZAlm 

Continen~al Telephone CompanJ o~ C~liiornia is a 
Colifornia corporation ~u~Shin9 local ane toll telephone service 
in portions of Arizona, C~lifornia and Navaea. It is a stWsiC:iary 
o~ Con'::'inenta1 Telephone Corporation, a DelawZlrc corporation. 

Redwood Empire Telephone COQpany anc Colfax ~olophone 
Exchange arc California corporations furnis~ing looal ana toll 
telephone service, ana arc wholly ownoa subsidiaries of said 
Con/.:inental Telephono Corporation. RcC1\'/~ ~pirc Telephone. 
Company serves portions of the counties o;i; l<ern, Kings, Mon~rey, 

San Luis Obispo and Sonoma. Colfax Telephone Exchange opcra~os in 
and around the City o~ Colfax. 

For the twclvc-mon'th perioO ended ScptemDor 30, 1975, 
ap~licants reported ~o~l operating revenues ~nd net income, as 
foll~'IS: 

Operatin9' 
revenues 

Net income 

Continental 
Telephono 

Company of 
Cali~ornia 

$96,215,379 
14,137,283 

Redwood 
Empire 

Tolephone 
Com-oany 

$1,265,430 
1GB,9SS 

Colfax 
Tc1epi1onc 

Sxe1'lan9c 

$591,056 
99,ll5 

COmhincG 

A summary of applicants· repor'l:\~cl assets and liabili~ios 
~:i: Sept.ember 30, 1976, is as £oll~ls: 
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Telephone plan', -
no'\: 

Othor assets 
'I'o'cals 

Liaoilitics 

Stoc~:ho1<;ors ' 
equity 

Lon~-"ccm oebt 
Other liabilities 

'I'otals 

Continon'i:al 
'l'clephono 

company of 
California 

Rcc!'wc~ 
Empire 

Telephone 
CornEany 

$259,003,5l7 $3,921,522 
17,C49,141 351,411 

$276 / 352,658 $4,272,933 

$119,335,314- $ alS,~79 
132,475,C30 2,927,767 

25,041",514 526,2C7 
i 27G ,eS2,S58 ~4, 272,933 

Colfax 
Telephone 
ExcMnge 

$1,195,508 
135,502 

2,1,331,010 

$ 682,276 
445,252 
2031.. 4SZ 

21,331,010 

COiXlhinec1 

$26.e, 120, 547 
1,.. ... ., ... 054 .... ,,;,.;1;:,,, 

$120,:Z5,459 
l3S,~~,C49 

25,771,203 

~ 282,45$ , SOl 

Continental Telephone Company o~ ~lifornia proposes ~o 
issue to its parent co~ration not oxcccdin~ 7Z,OOO shares o~ 
its $5 par value common stock in cxchanso for (a) all the 
outstanding 211,530 shares of 50¢ par value common stock ane 
2,000 shares of $50 par value preferred stock of &cawood Zmpirc 
Telephone Co:npany, and (b) all the outstancing capital stock of 
Colfax Telephone Exchan9c, which s toej~ consists of 4,204 shares 
0::; $10 par value coramon stock.. After bccomi.."'l9 wholly O"..r.led 
subsidi~rics of COn'eine::ltal Telephono Company of california, 
Rcd~ood Empire Telophone Company and Col~ax Telephone Exchange 
woulG consummate a statutory merger with ana into their new parent 
corporation .. 

Tho debts and liabilities whiCh Continental Telephone 
Company of california would assume throu9A the merger include :zt''' 
and 5% notos held by tlw RU"ral. F.~0C+.,.if:iQation ]I.&:d.m.strat~on a..'"ld 
ag~ro9a+'in9 e.l'1I .. r¢y.:U""".'t:.~J.y $3,950,000.. In order to maintain a 
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A.S602_EN 

flexible capital Structure, the survivinS corporation proposes to 
replace such notes by paying approximately $65,000 cash anc issuing 
not exceeding $3,885,000 agg.egate principal amount of its Firzt 
Mortgage Bonds in exchange for, ano against the surrender for 
cancellation of, the Roewood Empire Telephone Company and Colfax 
Telephone Exchange Rural Elect:ification Administration notes. 
The bonds would consist of (a) Fi.st Mortgage Bonds, Series M (~~) 
duo December 31, 2001, in the principal amount of not excceclin9 
$2,600,000, (b) First Mortgage Bonds, Series N (5%) due April 30, 
2009, in the approximate principal amount of $735,000, and 
(c) First Mortgage Bonds, Series 0 (5%) due April 30, 2012, in the 
approximate principal amount of $550,000. '!'he new bonds would l:>o 

secured by an cxistin9 indenture as heretofore amended and 
supplemented and as to be further amendcG and supplemented by a 
proposod Sovcnteonth Supplemental Indenture. 

After consideration the Commission finds that: 
1. 'l'b.e proposed transactions would not 1:>0 adverse 

t~ the public interest .• 

2. The proposed stock and bond issues would be for 
proper purposes. 

3. The money, property or labor to be procured or 
paid for by the stock and bonos herein authorizoQ 
is reasonably required for tho purposes specified 
herein, which purposes are not, in whole or in 
part, reasonably chargeable to operating expenses 
or to income. 

4. There is no known opposition and there is no 
reason to delay granting the :olie£ req~estcd. 
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On the basis of the foregoing findings we cOQcluGe that 
tho application should be granted. A public hearing is not necessary 

In issuinS ourordor herein, we place Continental 
T~lephone Company of california and its shareholders on notice '~lat 
we Go not regard the nur:ther of sha.res outstanding, the total par 
value of the shares nor the dividends paie as mcasurin9 the 
return the company should be allowed to cam on its invcstr:lont in 
plant, and that the authorization berein 9:antcd is not to ~ 
construed as a finding of the value of the company's stock or 
properties nor as indicative of amounts to be included in 
proceedings for the dctcr.mination of just and reasonable rates. 

O~!tEB. 

IT IS ORDERED that: 
1. Continental Telephone Company of California may issue 

not exceeding 78,000 sharos of its common stock, $S par value, in 
exchange for the outstaneing preferred and common stock of 
Rod-..,ood Empire Telephone <:ompany and the outstanding com:uon stocK 
of Colfax Telephone Exehan9c. 

2. Redwood Zmpire Tclophone Company and Colfax Telephone 
Exchanse may merge wi'i:h and into Contincn·tal Telephone company oi 
C<llifornia. 

3. Continen'cal Telephone Com~ny oi California may azs\:uJO 
all of the liabilities o~ Redwood Empire Telephone Company and 
Colfax Telephone Exchan9c. 

4. Continental ~elephone Company o~ california may exccu~c 
and Gcliver a seventeenth Supplamental InQcnturc in sUbstantially 
'c.ho San1C form as Exhibi/c C attacheo 'Coo tho application .. 
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5. ~ontinental Telephone company of California may issue 

no'.: cxceedin~ $3,eSS,Ooo a~~rc9ate principal amount of its Firs';: 
Mortgage Bonos in exchange for the ou~stanoin9 mortgage notes o~ 
Rodwood Empire Telephone company and colfax Telephone Exchange. 

6. Continental Telephone Company o~ California shall adopt 

or reissue in its name the tariffs on file with this Commission 

for Redwood Er:tpire Telephone Company and Colfax Telephone Exchange 
at tAo same rates and chargcs. The tarifi filings shall be mad~ 

cfiec'l:ivc not earlier than five days after t.ho effective date of 
this order on not less than five days r notice to the Commission", 
and '::he public, and the effective date of 'cl"J.e 'i:ariff filings sh..-all 

~e concurrent with ~c mergers herein authorizee. The tariff 
filings made pursuant 'co 'Chis order shall cocply in all respcc'i:.s 
wi'c.h 'the regulations governin9 '!:he cons'l:ruction ana filing of 
tariffs set forth in the commission's General Order No. 96-A. 

7 • continental Telephone Company of california shall 

maintain its acco~~tin9 records in such Zor.m as to enable it to 

ma1te available in any subsequent procccdin9 oofore 'i:.his Co,,:unission 

on a separate basis '~c investment in properties, opcratin9 
revenues ana opcratin9 expens~s for oac1"l. of tho areas for ~'lhicl'l. 

Reowood Empire Telephone Company and Colf~x Telephone Exchan~c 
prcsen'cly maintain records. 

S. 'fIlithin thirty Gays after the morgcrs herein authorizcQ, 
con'c,incntal 'rclephone Company of California shall filo with the 

Comt.lission a certified copy of 'the certi~iea'tc filed with the 
Secretary of State effcctua~in9 the mergers. 

9. t'lithin six'cy Qays after the mer~ers horcin ~uthori~, 
Con'cinental Telephone CO"'.Apany o~ CZolifo:::nia shall file with t.he 
co:am.ission a copy of each journal entry used to record the mcr~rs 
on i't:z books of accoun'/:.. 
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10. Continent<ll Telephone Company of C<:Ilifo.rnia shall :';i1o 
Wi'C!1 "ha Commission a report, or repor'cs, <:IS required by General 

Oreor No. 24-2, which order, insofar ~s applicable, is hereby 
~~adc (l part of thi s oroer. 

11. On or before the end oi 'the 'tl'liro month after 'ellc 

mergers herein authorizec, Contincn'tal Telephone Company of 

Caj.i~ornia shall cause to be filed with 'i:hc C~ssion, in such 
fo~ as ~lC C~~ission may prescribe, annual reports related to 

the opcration~ of Redwood Zmpire Telephone company and Colfax 

Telephone Exchange for 'i:he period commencing "lith the firs" Clay 

o~ 'the current yea: to and including the effective date for 
.o.ccoun'cins· pw:-pozec of ~1C mergers. 

12. This order shall bccoce effective when Continen~l 
Telephone Company of California has paiG ~hc fcc ,prescribed by 

Soc',ion 1904.1 of the Public Utilities Code, which fee is $4,307. 

Dated at San Francisco, California,. this Q3~ <say 
~ NOVEMBER 

-----___ -....J' 1975. 
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