
A.. 37683 

c:;t-'~'3.J...-" Decision No. __ v_~_'-'_" __ _ 

BEFORE TEE PUBLIC UT!LI~IES COr"J'1ISSION OF TH? STATE OF C/LIFOl\NIA 

In the 11~tter of the A:o'OlicD.tion of ) 
General Te1enhone Company of C~li~ 
for.nia for ~utbor1ty to issue and 
sell 718,862 shares of its 4-1/2% 
CUmulz:tive 'Preferred Stock ::nd 
$15,000,000 princi"9~l wnount. of its 
3-7/8% SinkL~g Ft4~d Debentures, due 
Februcry 1, 1981, and to execute 
aJ.'ld deliver ::.n Indenture 'Pursue.nt 
to which sr:.id Dec',mtures are to be 
issued, and to issue ~~5, 000,,000 
pr~~ci,~l a~ount of its 3-314% 
Serial l~otes .. 

OPINION -------

.. ~.pplicatio:n 
. No .. 37683 

(~~d First ft~endment) 

By Decision No. 52465, d~ted J~;nuary 16), 1956, in Appli

cation No. 37583, the Cormnission, e,fte:::- public hearing, exempted 

from co~petitive bidding pro~osed issues by General Telephone Co~po~y 

of C~lirornia of 7l8,86~ shares (~?14)'377 ,240 pur v~~.lue) of 4-nl& pre

ferred stock, ~)15 .• 000,,000 in :principal amount of debentures J' and 
. 

$5,000,,000 in principal e:noun'c of serial notes. 

The com?~ny has ~~dert~ke~ to ~is~ose of its securities ~y 

nesotiated a~d other a!'ra.~gements. In the present applic~tion" filed 

on JUlu,:"ry 20, 1956, it see:~s authorization: 

1. To offer said 718,862 sh~res of 4~% Cumulative 

Preferred Stock to the holders of' its presently outstanding 5% pre

ferred stock in exchange u,on th~ basis of one of said 4?tfo preferred 

sr..~.res and ~~1.50 in c~sh for each 5% p:-efer:-ed share surrendered in 

exch(-.:.nge; 

2. To issue ruld sell to underwriters at ~. price of ~~20 a 

share, suCh part of said 718,862 shares of 4~% ~referred stock as 
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m~.y not not be izsued pursuant to said exch<mge offer; 

3. To issue and sell $15,000,000 of 3-7/~~ Sinking Fund 

Debentures, due February 1, 1981, at a price equal to the ,rinc1pal 

amount thereof pluz accrued interest, 3nd to execute an Indenture 

v~i th Chemical Corn Excha.."'lge National Bank, as tl'uztee, defining the 

terms of said debentures; ~d 

4.. To issue and sell ;::'5,000,000 of 3-'3/4% Serial Notes due 

1957 to 1966. 

The ap~lic<.:tion sho"¥'"s thf. t the agreement ~'i th the 'Under

'\\"l'1 ters 1-Ji th respect to the new 4~% :oreferred shares Will '!:lrovide 

th:.t ::iUch unde'r'\o.Titers Will solicit and assist in the making of 

exch.lnges and th::. ... t they ·~ill purchase shares not surrender'8d for 

res<;.le to tb.e public at a.", initial offering price of ~~20.50 each. 

The application further shows that the debentures will be sold to a 

small group of purehasers for investment purposes Wi~l no present 

intentio~ on their part of reselling.the same, ~d that the notes 

will be issued under the terms of a credit .:.greement vi t.."'l. the First 

Nation~1 City Bank of New York anc The Security First National Bznk, 

Los Angeles, v-,-hereby ~5 ,000,000 will be me.de available to applicant 

up to February 29, 1956, nnd '.r1~1 be repres12nted by notes payable 

in 10 eoua1 annual instal~~ents of $500,000 each beginning February 1, 

1957, and ending February 1, 1966. 

The primary pur~ose of the proposed financing is to provide 

a,p1icant With runds to refund a presently outsta~ding issue of 

$28,754,4$0 of 5% preferred stock. It appears that conditions are 

favorable to ti'J.e issue by applic~mt of a lO'l-rer c.ividend rate pre

ferred and that applicant can realize annual savings in incooe taxes 

and fixed charges by refunding the present 5% issue ,d, th monies 
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obtc,ined" in ?art" by the issue of the new 4t% preferred stock" and", 

in p~,rt, '\.'i t.i. borro~ed monies represented by the proposed debentures 

and serial notes. Applic~~t h$s estimated its s~vings during the 

first ye~r in the amount of ~566.7000 Qnd in increasing amounts 

annually t..i.ereafter as the bo::-rowed money is rep~,id. 

The effect of the refinz.ncing pl"ogru!'a on ap:t:llicc:..nt t s c:;,:.pital 

r~tios is indicated in the folloWing tabul:tion: 

Bonds 
Deo~~tures nnd notes 
Ba.."'lk loa.."ls 
Preferred stock 
Common stock ar.d surplus 

Total 

Nov~mber 30, 1955 

39.36% 

1.65 
18.88 
4Q.11 

100.00% 

Aftel" Finc,!lsing 

37.79% 
10.55 
5.28 

10.54 
35.84 

lQO.OO% 

It a'O":len,rs that the 'Oroceeds from the s~le of the ne,,,, . . . 
securities" before ?ayment of expenses of issue not yet cetermined" 

w~ll be $2,697,240 in excess of the maximum amount reqUired to refund 

and retire the present 5% pre£erred stock. The company proposes to 

use the proceeds not needed to refund prefer'!"ed stoel.;: to reimburse 

i tz tre~,su:ry for monies uct'.lally eXpended from income, or from other 

wonies L~ its tr~3sury not obt~ined throu&~ the issue of securities, 

for th~ acquisition of properties and the construction, completion, 

extension, or improvement of its facilities. It has r€~orted, in this 

con.~ection" thct up to October 31" 1955, it had ex.pended $50,692,352 

for plant adCl,i tions 'Which had not been prOVided through the issue of' 

pel'JDE!nent securities but which had been finCl,nccd, generally speaking, 

1-d th depreciation monies a.."'lcl. retained earnings. It is ~"pplicant' s 

intention, upon replenishine its treE',sury, to Use such funds to meet" 

in ,art, its continuing construction progr~ and in this connection 

it estimates its gross additions to plsnt during 1956 in the tot~l 

amount of $51,517,700. 
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A sum~na:-y of ::.p::?lic.:.nt T s CC.pi t~.l recui rements during 1956 

enc~ i t$ estimated sourcss of funds is inc.ic;:,ted in the folloiolir.g 

t.::bul::.tion: 

Retune 5% stock -
Par vu.lue 
C~11 l'rerni'IJID 

Total refund cost 
Additions to -olant

Gross o.dd1t1ons 
Less s<.lvage~ ?iring 

gain" don~tions 
Be-lance 

?c.j"!'!lent of ban.tc loans 
Increose ~~ curre~t ~s~ets 

From o;>erations 
Net income 
Add back non-cash items 
Dividends 

Tot~l from operations 
From securities -

Present issues -. 
Preferred stock 
Deben"CUl'es 
Serial notes 

Sub-total 
Additional issues -

Bonds 
Common stock 
To~l !rom securities 

Total 

Total 

~~28~ 754,480 
2,9?5.520 

51,;17,,700 

8.70S.10Q 

$10,197,,299 
9~097,686 

( 6.243.864) 

14,377,240 
15~OOO~OOO 

5,000,000 
$34,,377,240 

19~887,lOO 
14.982,000 

~31,6BO,OOO 

42,809,600 
4,000,000 
3,107,S61 

$81,597,461 

62,246.340 

$81.597.461 

A review of this ~~tter shows th~t appliccnt ~Nil1 have 

need. for o.ddi tionc-.l funds to carry into effect 1 'ts prol:losed rc:fund-

ine o?er~.tion and to continue ~"i th its construction activities. 

It clecrly appears tr.~t its ret~ineo earnings invested in its 

plant are subst~ntially in excess of the amount of reimbu~sement 

now recuested. Accordingly, we will enter our order granting 

applic.c!Dt 1 S reC!uests. 
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The a;>~rovc.l herein 1ndic':\,ted is for the issue and s.:~le 

of securities only and is no'/; to be construed as inc1icJ.tive of a"Ilounts 

to be includ.ed. in a future r~te base for the purpose of determining 

j'ust ~,nd reasonable rates. 

The Co~ission having conSidered the above entitled m~tter 

~~d being of the opinion thot a public hearing is not necessary, 

tho.t the appliCC),t1on shOUld be gr.~.nted~ ~,s herein ,rovided~ thtt the 

r:oney ~ ,roperty or laco:::- to be procured or p~,id for by the issue of 

t..'1e securi tics he!'cin .::..uthorized is reasonably re!'luired by appl1cQ,nt 

for the purposes specified herein, &nd that such purposes are not, 

in whole or in l'c'rt" rec,$onably eha.rgea.'ble tooper::.t1nc; expenses or 

to income; therefore, 

IT IS HEREBY ORnE,RED as follows: 

1. General Telephone Company of Czlifornic is ~u~lorized 

to issue securities on ~nd after the effective date hereof and on or 

before September 30, 1956, as follows: 

(a) To issue ~nd exchange not to exceed 718,862 sh~res 

of its 4~% Cu:nul.:.tive Preferred Stock of the par v'z.lue of ~~20 each, 

and of the aggreg~te par v~l'Ue of' $14,:377 ~240, for outst~nding she,res 

of its Cumulative PrcfE:rred Stocl~~ $20 par vc?,l'le, 5% 1947 Series, 

such exch~nge to be on a sh~re-for-share basis and pursuz.nt to the 

terms and conditions of ~~e proposed exchange offer rcfcrre~ to in 

this ~~plic~tion; 

(b) To issue and sell such purt of said 718,862 shares 
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of i ts 4~% CUnlule .. tive Preferred Stoc:~ as rnc.y not be issued ,ursuant 

to s.;:,id exch~nge offer, such issue nnd s~.le 'to be at c. ~rice not 

less than ~20 a share and upo~ the te~ns and coneitions provided for 

in an agreement to be subst~ntially in the form ~s EY~ibit A-l filed 

in this p~oceedir.g; 

(c) To execute pnd deliver an Indenture with Chcmic~l Corn 

Exch~nge Bcnk, as trustee, and to issue ~~e sell ~15,OOO>000 aggre

g~te principal ~ount of 3-7/8.% Sinking Fund Debentures du~ February 1,_ 

1981, at ~ ,~ice e~ual to the ~rincipal ~ount thereof plus accrued 

interest and u.~der the terms and conditions provided in un agreement 

to be sU"ost.:ntial1y in the Sc:.tr.le form ~s Exhibit B-1 filed in this 

proceeding; 

Cd) To iss~e and sell $5,000,000 aggregate principal amount 

of 3-3/4% Sericl Notes at a ?~ice ea~al to the prinCipal amount 

thereof plus cccr~ed interest and under the terms and conditions re

ferred to in Exhibit E-l filed L~ this proceeding. 

2. Applic~nt shall use the proceeds for the pur,oses re- . 

ferred to in this ap,licGltion, that is, to fin~ncf? "the cost of.' 

refunding presently outst~mding 5% preferred stock and of reimbursing 

its trea.sury. The .acc:-ued inter~st to be received may be 'Used for 

such purposes or fer g~neral cor:oor~te purposes. 

3. Applic~~t sh~ll file with the CommiSSion .a report, or 

ref./orts, as required 'by General Order :No. 24-A, 'l¥hich order, insofar 

as ap,lica'ble, is made G. part of this order, and sha.ll file as soon 

as possible three copies of its pros,ectus r~latine to its preferred 

shares herein c .. uthorized to be issued. 
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4. The ~uthority here~ granted will become effective ~nen 

applicant bas paid the fee prescribed by Section 1904(b) of the 

Public Utilities Code, Which fee is $8,000. 
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