
A: 37583 CB 

524:65 
OlilCIIAl 

Decision No. _______ _ 

BEFORE THE PUBLIC UTI~ITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 
General Telephone Co~pany of Cali­
fornia for an Order exempting from 
the competitive bidding rule in 
Decision No. 386141 as ~ended by 
Decision No. 49941, the proposed 
issuance and s$le of ~ new issue of 
shares of CUmulative Preferred Stock, 
a new issue of Debentures, a.nd a new 
issue of Serial Notes. 

Application 
No. 37583 

Horr~' 1. Dunn, of O'M~lveny & Myers, 
for applicant .. 

QE.l!lQli 

In this application the Commission is asked to make an order 

exempting from competitive bidding proposed issues by General Telephone 

Company of Californi: of $14,377,240 par value of 4~% preferred stock, 

$15 1 000,000 in prinCipal amount of debentures, end $5,000,000 ~ 

principal amount of serial notes. 

A public hearing was held before Ex~1ner Coleman in San 

Francisco on Janu~ry 4, 1956, at which time the matter was taken under 

submission. The Commission has receiveo no protests in the proceedfng. 

The purpose of the proposed finanCing, if and when consum­

mated, is to provide ':;.pplicant with funds to retire $28,754,480 pa.r 

value of its presently outstanding 5fo preferred stock end to reimburse 

its treasury for monies actually expended from income, or from other 

internal sources 7 which were not secured by or obtained from the issue 

of securities for the acquitition of property. In Exhibit B applicant 
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sets forth its ca~ital requirements and its expected proceeds as 

follows: 

Particulars 

Funds Provided: 

From sale of notes and 
debentures at par 

From sale of new series of 
4-1/2% preferred stock -

584,000 sh~res @ $20 
134, 862 share s .~ $20 
~ shares to be issued 

Refund 5% 
1947 Ser1es Additions 
Pref. Stock to Plant 

$20,000,000 $ 

11,680,000 
2,697,240 

Total 

$20,000,000 

1.4,377,240 

Total funds provided 

Application of Funds: 

$31,680,000 $2.697.240 $34.377,24Q 

To retire 1,437,724 shares of 
5% 1947 Series of Preferred 
Stock @ $22 $31,629,928 $ 

Estimated expense of 
retirement 50,072 

To retmburse treasury for funds 
expended for capital addi tions ____ _ 

$ 

31,680,000 

2,697,~40 2,697,240 

Total funds applied $31.680,000 $~,697.240 $34,377,~40 

Presently applicant has outst8nding;l 2mong other things, an 

issue of 1,437,724 sha.res of 5% preferred stock of the par value of 
11 

$20 each .mo of the aggregate par v3.1ue of $28,754,480. It has 

17 
In exhibits filed in this proceedinr., applicant reports its net 

investment in telephone plant and equipment at the close of October, 
1955, in the amount of $186,293,555 and its capital structure as 
follows: 

Bonds 
Bank loans 
Preferred stock 
Common stock and surplus 

Total 
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$ 7l,618,000 
2,000,000 

34,360,720 
73,555,066 

$181,533,786 



concluded that conditions are f~vor3ble to the issue of slower 

dividend rete preferred stock and that it can realize ~nnual savings 

in income taxes and fixed charges by refunding the. 5% issue with 

monies obtained in part by the issue of a 4t% preferred stock~ and 

in part with borrowed money. In Exhibit B it estimates its annual 

savings during the first year in the amount of $566~OOO and in 

increc;sing amounts th.~r~aft~r as the borrowed money is repaid. 

~ith respect to the a~~lication so far as it involves the 

reimbursement of the treasury, applicant shows th~t u~ to October 31" 

1955" it he.s ey'!'encled for plant additions the S'Ul":l of $50,,692,,352 

which was not provided through the issue of permanent securities 

but which was financed, generally speak1nR, w·ith depreciation monies 

~nd retained eern1ngs. It is tapp11c<:'.nt's intention th~t the z.mounts 

so reimbursed will become a part of the general tre~sury funds and 

that it will use an amount at least equal to the amount of any such 

rel~bursement to finance, in ~art~ its continu1nf. construction 

progr~m. In this connection it reports that during 1956 its gross 

construction expenditures will amount to $51,500,000, and during 

1957 to $55,000,,000. 

If authorized b~r the COIU."l'lission" applicant intends to 

dispose of its new secur1'cies through negotiation ",..,.1th prospect1ve 

purchasers rather than by mea.ns of competitive bidding. At the outset 

applicant proposes to off,er the holders of the present 5% shares the 

opportunity to surrender one-half of their holdings in exche.nge for 

new 4t% shares upon a sh::lre-for-share basis plus the pa.yment to them 

of $1.50 in cash for ea.ch share so surrendered for e~change. In ~.dd1-

tion" the holders of the outstanding 5% stock would have the privilege 

of exchanging addi tionD.l shares to the extent that such new shares 

may not be subscribed by others. App11cant also intends to make an 
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agreement wi tb. a group of underwriters for the s~.le of any shares not 

taken by shareholders. Uncer the terms of this a.greement the offering 

price to the 'Public of such unexchanged shares would be $20.50 ea.ch, 

with the unc.erwriters and dealers being paid a commission or discount 

of not to exceed 50¢ a share. Appliccnt proposes to dispose of the 

debentures ~nd serial notes by private placement with a selected group 

of b~nks and other investment institutions. It has not, however, 

determined the final terms ~nd conditions of all of the new securities 

and does not at this time seek an order authorizing their issue. 

From the test1mony it appears that the success of the 

refunding operations depends on a successful ssle of all three classes 

of securities and tha.t 1 t therefore is necessary that the details of 

each offering be coordinated and a.rranged so th.at the terms and condi­

tions of each security be approved by the resnectlve purchasers of the 

other securities in order that the reC:luired funds may be made c.vail~lble 

as needed Rna that all of the securities may be issued and paid for, 

either through the exchange of outstanding shares or the payment of 

cash, on ~ cert~in specified date. Applicant is of the opinion that 

these arranr.e~ents could not be made nor these purposes accomplished if 

com,etitive bidding were to be required for anyone or all of the 

proposed offerinrs. The record shows th~t in the ?ast applicant has 

attmm~ted to dispose of preferred shares by means of competitive 

bidding and did not receive bidS, but that it h~s been successful in 

disposing of its preferred shares by negotiated a.rrangements. As to 

the debentures and serial notes, these constitute ne~ classes of 

securities not now on the mar~et. 

Upon a review of the record it appea.rs that we are wc:rranted 

in making an order granting applicant the exemption it has requested. 
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At ~ later date 1 upon the filing of further information by a.pplicent, 

we will ~ive consideration to the for.m and terms of the proposed 

securi ties and the t;lur'Poses for 'Which the l;')roceeds from them ... dll be 

used. 

A public hearing having been held in the above entitled 

~atter and the Commission having considered the evidence 1 and being of 

the opinion that the application should be granted; therefore, 

IT IS HEREBY ORDERED as follows: 

1. The issue by General Telephone Co~pany of California of 

not exceeding $14,377,240 par value of 4i% preferred stock, $151 000,000 

in principal amount of debentures, and $5,000,000 in principal amount 

of serial notes hereby is exempted from the requirements of the 

Commissionfs competitive bidding rule. 

2. This order is effective upon the date hereof. 

at __ S_an_F_rn.n._cis_c_o ___ , C81iforn1a., this _-,-t..:t~d __ 
day of _~-0.22::2::3:~~'4-__ 
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Commissioners 

COtl.:l1::;:::ioncr MD.t thew J. Dooley. be1~ 
necessarily Qc~ont. did not participate 
,:s.n the d1Spos1 tion 0: tlUs procoeding_, 


