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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE SQATE-OF”CALIPORNIA

Application of

CONTINENTAL TELEPHONE COMPANY
OF CALIFORNIA, REDWOOD EMPIRE
TELEPHONE COMPANY and COLFAX
TELEPEONE EXCHANGE o Application No. 55225
(Piled october 22, 1976)
for an oxder authorizing (i) Redwood
Empire Telephone Company and Colfax
Tclephone Exchange to merge with
Continental Telephone Conpany of
Califoxnia, and (ii) Continental
Telephone Company of California to
hssue its securities, to assume the
liabilitics of Redwood Eupire
Telephone Company and colfax Telephone
Zxchange and to encumber properties.
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OPINION

Continental Telephone Company oF California seeks
authority to issue not exceeding 78,000 shares of its $5 paxr value
coamon stock to Continental Telephone Corporation in exchance fox
all the outstanding capital stock of Redwood Empire Telephone
Company and Colfax Tclephone EQ%hange, and the latter two
corporations scek authority to mexrge with ané into Continental
Tclepnone Company of Colifornmia. In acdition, Continental
Telephone Company of California secks authority to assume
liabilitics of Redwood Empirelrelephonc Company and Colfax Teclephone
Exchange, to issue not excceding $3,8385,000 aggregate principal
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amount of its First Mortgage Bonds, and 2o oxecute and deliver a
Seventeenth Supplemental Indenture.




Continental Telephone Company of Califormia is a
California corporation furnishing local and toll telephone servige
in poriions of Arizona, Ciliformia and Nevada. It is a subsidiary
of Continental Telephonc Corporation, a Delaware corporation.

Redwood Empire Tclephone Company ané Colfax Telephone
Exchange axe California corporations furnisihing local and toll
telephone service, and axe wholly owned subsidiaries of said
Continental Telephone Corporation. Redwood Zupire Telephond
Company serves portions of the Countics of Kern, Kings, Monterey,
San Luis Obispo and Sonoma. Colfax Telepione Exchange operates in
and around the City of Colfax.

For the twelve-month period ended Scptember 30, 1973,
applicants reported total operating revenues ané net incomeg‘as
follows: |

Continental Redwood
Telephone Empire Colfax
Conpany of Telephone  T¢lepaone
California Company ZxXechance Combined

Cperating ,
revenues 596,215,379 $1,265,438 $591,056 $92,071,873
Net inecome 14,137,283 158,926 99,115 14,405,304

A summary of applicants’ zeported assets and liabilitics
at September 30, 1976, is as follews:
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Continental Redweod
Telephone Empire ColZax
Company o£  Telephone Telephone
CaliZfernia company Zxchanse Counined

Aszets

Telephone plant -
net $259,003,517 $3,921,522 $1,195,508 $264,120,547
Otlher assets 17,849,142 351,411 135,502 1C,3235,054

Totals $276,852,552 $4,272,933  $1,231,010 $252,455,601

Liabhilities
stocikholders!

equity $119,335,314 § 318,279 $ 682,276 $120,335,459
Long~term debt 132,475,830 2,927,767 445,252 135,842,849
Other liabilities 25,041,514 526,2C7 203,482 25,771,283

Totals $275,852,558 $4,272,932 $1,331,010 $282,455,501

Continental Telephone Company of California PXOpOsCs <o
issuc to its parent corporation not excceding 72,000 shares of
its $5 par value common stock in exchange for (2) all the
outstanding 211,520 shares of 50¢ par value common stock and
2,000 shares of $50 par value preferred stock of Redwood Zmpire
Telephone Company, and (b) all the outstanding capital stock of
Colfax Telephone Exchange, which stock consists of 4,204 shares
of $10 par value common stock. After beconing wholly owned
subsidinries of Continental Telephone Company of California,
Redwood Empire Tclephone Company and Colfax Tclephone Exchance
would consummate a statutory merger with and into their new parent
corporation.

The debts and liabilities which Continental Telephone
Company of California would assume throuch the mexger include 2%
and 3% notes held by the Rural Rlactrification Administration and
‘aggrogating aprroxiuwately $3,950,000. In order to maintain a
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flexible capital structure, the surviving corporation proposes to
replace such notes by paying approximately $65,000 cash and issuing
not exceeding $3,885,000 aggregate principal amount of its First
Mortgage Bonds in exchange for, and against the surrender for
canccllation of, the Rodwood Empire Telephone Cempany and Colfax
Telephone Exchange Ruxal Electrification Administration notes.
The bonds would consist of (a) First Mortgage Bonds, Series M (2%)
duce December 31, 2001, in the principal amount of not exceeding
$2,600,000, (b) Pirst Mortgage Bonds, Series N (5%) due April 30,
2009, in the approximate principal amount of $735,000, and
(e) First Mortgage Bonds, Series O (5%) due April 30, 2012, in the
approximate principal amount of $550,000. The new bonds would be
secured by an existing indonture as heretofore amended and
supplemented and as to be further amended and supplamented by 2
proposcd Seventeonth Supplemental Indenture.

After consideration the Commission f£finds that:

1. The proposcd transactions would not be adverse
to the public interest. :

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

The money, property or labor to be procured or
paid for by the stock and bonds herein authorized
is rcasonably required for the purposes specified
herein, which purposes are not, in whole or in
part, roasonably chargeable to operating expenscs
or to income.

There is no known opposition and there is no
reason to delay granting the relief requested.
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on the basis of the foregoing findings we conclude that
the application should be granted. A public learing is not necessary

In issuing our order herein, we place Continental
Telephone Company of California and its sharcholders on notice that
we do not regard the number of shares outstanding, the total par
value of the shares nor the dividends paid as measuring the
return the company should be allowed to carn on its investment in
plant, and that the authorization herein ¢ranted is not to ¢
construed as a finding of the value of the company's stock ox
properties nor as indicative of amounts to be included in
proccedings for the determination of just and reasonable rates.

IT IS ORDERED that:

1. Continental Teclephone Company of California may issuc
not exceeding 78,000 shares of its common stock, $5 par value, in
exchange for the outstanding preferred and common stock of
Redwood Empire Telephone Company and the outstanding common stock
0L Colfax Telephone Exchange.

2. Redwood Zmpire Telephone Company and Colfax Telephone
Exchancge may merge with and into Continental Telephone Company of
California.

3. Continental Telcphone Company of California may asswae
all of the liabilitics of Redwood Empire Telephone Company and
Colfax Telephone Exchange.

4. Continental Telephonc Company of California may exccute
and deliver a Seventeenth Supplemental Indenture in substantially
the same form as Exhibit C attached o the application.
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5. Contincntal Telephone Company of California may issue
not exceeding $3,£85,000 acgregate principal amount of its First
Moritgage Bonds in exchance for the outstanding mortgage notes of
Redwood Empire Telcphone Company and Colfax Telephone Exchange.

6. Contincental Telephone Company of California shall adopt
or reissue in its name the tariffs on file with this Commission
for Redwood Empire Telephone Company and Colfax Telephone Exchdnge
at the same rates and charges. The tarifi filings shall be mad§
cffective nmot carlier than five Cays after the effective date of
this order on not less than five days' notice to the CQmmissioni
and ‘the public, and the effective date of he tariff £ilings shall
be concurrent with the mergers herein authorized. The tariff '
£ilings made pursuant to this order saall comply in all respects
with the recgulations governing the construction and £iling of
tariffs sct forth in the Commission’s General Order No. 96-A.

7. Continental Tclecphone Company of California shall
maintain its accounting records in such form as to ¢nable it to
make available in any subsequent procceding before this Commission
on 3 separate basis the investment in properties, operating
revenues and operating expenses for cach of the areas for which
Redwood Empire Telephone Company and Colfax Telephone Exchance
presently maintain records.

2. within thirty days after the mergers herein authorized,
Contincental Telephone Company of California shall file with the
Commission 2 gertificd copy of tThe certificate £iled with the
Sceretary of State cffectuating the mergers.

9. within sixtcy days after the mercers herxein authorized,
Continental Telephone Company of Califoxrnia shall Zile with the
Coumission a copy ©of cach journal entry used to record the mergers
on itz books of account.
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10. Continental Telephone Company of Califormia shall #ile
with the Commission 2 report, or reports, 3s required by Genezral
Oxdex No. 24-B, which order, insofar as applicable, is hercby
wade 2 part of this order.

1l. On or before the end of the third month after the
mergers herein authorized, Continental Tclephone Company of
Caliilfornia shall cause to be f£iled with che Coumission, in such
form as thie Comnission may preseribe, annual reports related o
the operations of Redwood Zmpire Telephonce Company and Colfax
Tclephone Exchange for the period commencing with the first day
of the current year o ang including the- effcctxve date for
accounting purposes of che mergers.

12. This order shall become effective wacn Continental
Telephone Company of California has paic the fec prescrided by
Soction 1904.1 of the Public Utilitics Code, which foe is $4,307

Dated at San Francisco, California, this &8%4 day
of NOVEMBER 1975, | 7

T2 COMMECS
Pué'%'fr% F GALIFORN

Ccommissione=s




