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:Decision No. ,48501. 

BEFORE THE POBtIC UTILITIES COMl"iISSION OF THE, ST.ATE 0 F CALIFOP1IJIA 

In. the Matter of the Applic<::.tion of 
General Telephone Company Of Cali­
!or.nia for an Order authorizing it 
to is~ue a.."ld sell 600 .. 000 sha.res of 
1 t~ Common Stocl-:, $20 par value. '-

) 
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Application 
No. 34231 
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General Telephone Company Of California has filed this '. , 

application for authorization to :1. ssue and. sell 600,000 shares of 
~,.. ~, ' 

its common stock of the par value of $20 each and of th.e aggregate 
, . , 

> par value of $12 .. 000,000 •. It proposes 't:oi',offer said shares to the 
, . . . 

holder of its presently outstanding shares of common stock, pursucnt 
" 

c 
to preemptive::righ~s gr.:mted by i ts art:1.c~cs of incorporation, at 

\ ',f' • " 

par for cash, at one time or from time to time throughout the 

year. 
I, 

The purpose of the pro,o::ed issue is to fincnce :the 

acquisition of property, or the con::truction; completion .. extension 
• • I" : ' • 

0: improvement of facilities, or to provide for the ll."tprovcrnent or 
\" .\ : 

mainten.::nceoi' service .. rei:n.bursr..-mcnt of the treazury, ·and the p~y-
, , 

• I I, ' • 

ment of ~y indebtedness to banks which may n<:!v¢ boen incurred at the 
, ~ • j • 

time o! the sale of said sh~res. In Exhibit B :ril,~d in this 1?rocoed­

ing, o.pplican t reports' its cstimo:tcd construction expendi tUl"es 
. " ' .t;'... " I 

during the twelve months en~ing _Fcb~ary 28, 1954,::ls rollo~lS: 
,. ,1 

,,' 
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Buildings 
Central office equipment 
Station equipment 
OU tside plant' 
Other (rieht of way, lr:m.d :md general equipment) 
Construction work in progress 
Plo.nt held for future usc 
Wiring gain ond loss' 

Total :plant 

$ 1".414,,923 
11,674,583 
9,022,,975 

12 y 627, 56S: 
. 880-,516 _ 

(1,598,146) 
44,,300 " 

1.411.783 

U~ ,It 78,.502 

It o.ppears that a portion of the proposed experl.di tures will 

be financed by applicant with depreciation accruals ~d earnings frQm 

ope!'o.tionz Out tha.t the greater pert must 'be met-with pro'ceeds f'rolll 

the sc.le of securities. The follo'Wing tabulation shows the net tunds' 
~ ~ 

required for additions to plcnt ~nd the esti~ted sources of such 

:funds: 

Funds P.c9ui¢~d -
Gross additions to plant 
Lcss-st~vo.gc recoveries, contributions 

:md other items 
Bal~cc - not r~quirements 

F't; .. "lds Fronded -
From income (including dcpreci~tion 

and ~ortiz~tion accruals) 
Less - divider~ds 

Net from oper~tions 
From worY~ng c~pitcl 
From issue of securities -

Common s to cl< 
Preferred stock 
Bonds 
Less-discount and expense 

Net from securities 
Total 

'/,", 

12,000,000 
2,000,,000 
6" 000, 000, 

(163 •. 810) 

'-
$35,,478,502 

5.769,)..67 
(29 , 709! 2;2 

, , 

$ 8,144,,406 
1,728" 739 

Presently, opplicant hOos out~tDl'lding first mortgage bonds .... 
in the aggregD.te pri:ricip~ amount of $59,618,000 'Which were issued. in 

series ~th intcrc~t r~g1ng from 2-7/8% to ~-3/4%·per onnum, pre­

ferred stock in the :;:.ggreg"te p::!.r v.uue of $30,.:360,720 divided into 

two se~ries, one with c:umul~tive dividend:; ot the rate of 4-1/2'fo P<;:T 

er.num. and the 0 ther Dot 5%, c.."ld 1" 533.!;038 sho.res of common stock of 

the par vz.1u.e of $20 e:.cb., c.ll of 'Which shares of COl't)l'l'lon stock ~rc 

reported held by Genero.l Telephone Corporation. For some yeors 

applicenthas paid dividends on its outstanding shcres o! co~on 
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stock at the rate of $1_60 unnually_ 

Tne application shows app1ic~t1s capit~l r~tios as of the 
.. , 

present ti:r!e one after giving effect to the issue of the a.dditional 

shares of co~non stock, as follows: 

Bonds 
Pl"ef~l":rec1. stock 
COID.-non sto ck 

Toto.1 

At Present 
49 .. 42% 
25 .. 17 
25.4* 

100.00% 

Pro Fo t:;m~ 
44.95% 
22 ... 39 
3:?.16 

100.00% 

Applic~t h~s been before ~~e Commission on numerous occa-

zions With applic~tions involvi~g requests to increzse r~tes and to 

issue sccuri ties.. It Clppears th~.t applicant is, one. for ma.¥).y ye~rz 

h~s been, faced 'Wi th .l con tinuing progr~1Jl 0 f exponsion to meet demcnds 

for c.de:.. tion<ll service .:::.nC!. for improvements.. The Co:mrJ.ssion is of the 

opinion that applice.."'lt 'Will have need for the funds to bcrecE:i ved 

through the issue of the shares of stock covered by tl'lis applicc.tion 

one that ~ order at:.thorizing such issue is warrontcd.. In. making 

~~is order, ho~evcr, the Commission wishes to place c.pplieant upon 

notice th{tt it will not regcrd the price at 'Which z.pplic~t intends to 

dispose of its stoel.;: 0:' the dividends pc.iq, on such stock ~.S r~pre­

:::entinz' th~ cost of money or as detem..irJ.ing th(: r~.te 0 f return Which 
. , 

o.pplic~1llt should be cllowed to ec.ro on :tts i."'lvest1nent in 1 ts plants 

::.nc. properties. 

The COr.lIl1ission having considered the D.''bove entitled m:ltter, 

one. being of the opinion th~t ~ public b,eo.ring is not n ~c(:ss.::.:ry; 
11-", 

t.1.z..t the o.i?plic:::.tion should be gra.""lted, a::: herein providec;; tho.t the 

money, property or labor. to be procured or 1':.i<:1 for by t.1.e issue of 

the shares of stock herein authorized is retlson~bly requiree by 

o.,pliccnt for the pur90ses· specified here:L"l; end tho.t suchpurpo.ses 
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a.re not, ..in 'Whole or in part, reasonably cha:rgcable to opero.ting ex­

penses or to income; therefore, 

IT ~IS HEREBY ORDERED as follo'W's: 

1. General Telephone Compony or ~lifornia, on and ~rter 

the effective date hereof 3nC on or before December 3l, 1953, may 

issue .:md sell not exceeding 600,000 s."lares of 1 ts co:nroon stock" .lt 

par for cash, to the holeer of the prese.ti'tlY outsUmd1n:g shares of 

com:non stock, ond use the proceeds, tor the purposes set forth in this 

:lpp11c~:t;ion. 

2. Applic"-Ilt shall file with the COmL"'.ission Inonthly 

r~orts ~s required by Genercl Order No. 24-A" wh1ch'or~er, insofar 

::loS o.ppl.i~c$."ole" is m:lde a part of th1s order. 

• I I" • 

3. The authority h'erein gr::m.ted will become effective 20 

days ~t:tcr th~ date hereof. 

De.tec. ~t, Sml Francisco" Cali.fO:rnia.,' this;zla- cl:lY ot' 

April, 1953 .. 


