
A. 37729 

Decision l~o. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the ~pplic~tion of ) 
General Telephone Comp~y of Cali- ) 
fornia for ~ Order ~uthorizing it ~ 
to issue ~~d sell 750,000 shares of < 
its Common Stock, $20 P~r Vu1ue. I 

------------------------) 

Application 
No. 37729 

This is an ap:plic~tion for ?.Jl order authorizing Gcnernl 

Telephone Co~pany of California to issue :md sell 750,000 sllarez 

of its COlll2on stock of the par v~lue of $20 each and of tl.1C aggregate 

par value of $15~OOO,000. 

Capit~l Stock 

The company has ~ authorized cupit~l stock of 7,800,000 

sha=es of the par value of $20 each, diVided into 5,000,,000 common 

shares ano. 2,800,000 cumulative preferred sh:-J.rcs issuable in series. 

Its outstanding shares as of December 31, 1955, are shovm in t~e 
folloVling to.bult:.tion: 

Preferred -
4f/; serles 
5% 1947 series 

Total preferred 
COI!lUlon 

Tot:;;.l 

Shc:,rcs 

280,312 
1, /.·.37 ,724 
1,718,036 
;,133,03$ 
4,$51,07..4 

A:nount 

$ 5" 606" 2/-1-0 
.28, 75J* " L,,80 

.3/-1-, .360" 720 
62,660.760 

~~97 • 021, (§Q 

T:"c outstc.ndine; s!'2res of. co;n:·o.:on stock i.':.l"€ :ucld by General 

Telephone Corporation. For Some years ~u~l ~ividends of $1.60 

have been paid such outstanciing shares. 
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S.;'lle of Sh~.:res 

Subj <!ct to obtaining thc ap~rovill of the COLm1iss:Lon, 

~pplica."l.t now propo!;cs to offor the 750 1000 sharc~ of common stock 

covered by t~~s applic~tion to the holder of its prosently outst~~ding 

co~on shares pursuant to the pre-emptive right to subscribe for 

add: tional sh~rcs \·;h:'ch is erantcd such holder by ap,lic,:.nt' s 

crticles of incorporiltion. App1ic~"l.t intond~ to di~pose of the 

ner! shares at ,ar. It estimates it will be required to usc $18,000 

of the proceeds to pay expcr.scs incid~nt to t~c 5~lc, leaving a 

bal~~cc of available cash of $14,982,000. 

Use of P!'oc~eds 

Upon disposing of its shares of stocle, applicant proposes 

to usc the net procce~s ~or the ~cquisltion of property, for the 

construction1 completion, extenSion, or improvement of its faCilities, 

for the improvc~cnt ~"l.d mointen~cc of it~ ~crvic0, for thc payment 

of indebtedness to banks which may have bc~n inc~rrQd for said 

purposes, and for the rCl!.lburscmont of :i. ts tr~asury. 

In presenting this matter to the COmLlission, applicnnt 

asserts tr.at up to t:'l~ close of 1955 it had c:::!?endcd $54,879,699 

for additions to plnnt i'll~ch l1.:1.d not been paid or provid.ed through 

th~ issue of sccuri tics "but which, apparently, had bean f:!..n.3.nccd 

temporarily wi th rct~ined earnings 1 dcprecia tion ~onios, and curl~ont 

liabilities. 

Applicant's prospectus which was issuC'd in connection 

\'r1 th its :-ocent prcfcrr~d stocle offering shows that during the years 

1950 tl~ough 1954, inclusive, its gross additions to property a~ount~d 

to $154,170,952 .md its r~tircm0nts to ~i;37,508,2081 and that eluring 

1955 its gros::; property additions Vlere $46,954,982 and l"'ctircmt.nts 
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werc $12,215,470. The ~rospcctus shows the number of telephones in 

scrvic~ as of tho end of each of thQ lc.st five yc.::.rs D.S fo11o .... ts: 

1951 
1952 
1953 
1954 
1955 

464,004 
522,316 
573,854 
634,967 
716,203 

It now appe~rs that t~0 comp~y is faced with con~truction 

c:i..-pondi tures during 1956 of €:von 10,rg~~r ::l.mounts than tho::.:.:: it made 

during 1955. According to Exhibit C it will be c~11~d upon to 

expend $51,517,700 during the cur~cnt ycc.r for gross ~d~lti~ns, 

as follows: 

Buildings 

Central Office E~uipmcnt 

Station E~uipm~nt 

Outside Pl~nt 

Othc!' (Fr~"'lCl:.iscs, Right of 
Way, L~~d and Ccncr.::.l 
Equipm~:'l.t) 

Wiring Go.in ;,nd Loss 

Tot-c.l 

Gross 
Adc.ition~ 

$ 3,549,400 

16,963,700 

13, /",20,900 

"13,579,600 

1,787,700 

2,216,400 

$51,517,700 

Th.;: compmy cstitlat0s its 1957 cxpc:1.di turcs ,'{ill aggr~go.te 

$55,000,000. 

Capital Structure 

It ha.s b.:.::cn ~,;.),lic:lnt'z pr.::.cticc to finance itself, in 

pc.rt, through the issue of bonds ~"'ld other forms of indebtcdn~ss, 

p!'ci'errod :::tock, a.."'ld CO!nmon :::tock eq,ui ty. I tz cnpi tC'.l r~L tics as of 

Dccember 31, 1955, ~nd ~s cdjusted to give effect to fin~ncing 
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recently ~p,rovcd by the Contil'!.ssion ~.nc:;. tho.t now l'roposcd, i:'(;re; o.s 
foll:>i\l's: 

Bond~: 
Debentures & notes 
:So.!'lk lo:ms 
Proferred stock 
Co:a:=con stocl<: equity 

DCC0mbcr 31. 122~ 
Amount ~ 

~ 71,613,000 38% 
10,000,000 5 
34,360,720 18 
70.991,S8:2 ...12 

Total S186 2 970,603 100% -

Pro I<'orm:t, 
Amc\lnt Pet. 

~~ 71,618,000 35% 
20,000,000 10 
10,000,000 5 
19,98.3,480 10 
8,2, 066..1.~6.2 ~ 

;i2042 667 l843 lOo.~ -
As of December 31, 1955, applicant reports its current ~nd 

accrued assets and P~~~~id exp~nscs ~t $18,905,266 and its currant 

and accrued liabilities ~t $28,583,916, including short-term b~<: 

borrowings of ~lO,OOO,OOO. 

Information filed with the COa:lission indic~.tcs tr....:-.t ~.t a 

later d~te in 1956 the co~pany \Y.il1 seck ~uthorization to cngngo in 

approximately $20,000,000 of bond financing. 

Conclusions 

A roview of the appl:Lcation cloarly shows th~t applicr:.nt 

ho.s bc€:n eng:lged in :. contil1Uil'lg c:lnstruction ~)l"ogro.ra of some mo.gni-

tude anel tho.t it ','1ill be; cc-llcd upon to mn.lw i'urth(;.r c.:xtensions of 

its facilities. The ~pplic~tion clearly shows that o.p~licnnt will 

havo need for additiono.l funds from cxtcrnc.l sourcos to iwprova its 

cash position ~~ to enable it to m~ct its cupit~l re~uircments. We 

a~o of tho opinion t~~t the mon~y, ,roporty, or l~bor to b~ ,rocurcd 

or pcid for by the iszuc of th~ stock hC~ein authorized ~s rc~son~bly 

~cquired by ap91icant fo~ the purpoSes spocifi~~ h0r~in, ~~d thzt 

such purpo~cs ~rc not, in ~holc or in pilrt, r~Q$onably c~~rgo~ble to 

operating expenses or to income. Therefore:, we will enter our order 

granting the a,plicatior.. 
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T~e ~p,rov~l herein indic~tcd is for the issuo ~nd sal~ 

of securities only ~~d is not to be construed as indicntive of 

?.i'.:ou."'lts to 'be included in (l future r~.!.t~ base f.,"= the purpose: of 

dQte~ining just ~d r~ason~blc ratoz. 

The Com,:li:;sion lU'..vin; considered the above entitled matter 

~d being of the opinion t~t ~ public hc~r1ng 1s not noccssdry and 

tlklt the ~pplic~tion should bo grontcd) 

IT IS }-:E..~BY ORDERED us follows: 

1. Gcnerul T~lcphon~ Company of C~liforniu may issue and 

sell to t11C: holder of i ts pro::;~ntly outst:::ndine comr,lOn stock not 

exceeding 750)000 uddition~l s~rcs of co~on stock at p~r) for cash) 

on or bofore April 30) 1956, ~~d usc th0 proceeds for the purposes 

set forth in this application. 

2,. G01'ler:J.l Tcl('phonc CO:rJ.pc,ny of Ca.11fornio. shall i":Lle 

w1'th th(;! CO~"'Jissj.on ~ report, or reports, as reQuired by General 

of thi s order. 
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3. The ~uthority hQrcin gr~tcd will become cff~ctiv~ 

upon the date h~rcof. 

1 C~liforn1n, this ~~ 

Commiss1or.l.crs 


