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Decision No. SCET6 @ Rﬁ@%%ﬁﬁ-

BETORE TEE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

General Telephone Company of Cali-

fornia for an Order authorizing it Apnlication
to issue and sell 750,000 shares of No. 37729
its Common Stock, $20 Par Value. '

This is an application for an order authorizing General
Telephone Company of California to issue and sell 750,000 shares
L 1ts comnon stock of the par value of $20 each and of the aggregate

par value of $15,00C,000.

Capital Stock

The company has an authorized capital stock of 7,800,000
shares of the par value of $20 cach, divided into 5,000,000 common
shares and 2,800,000 cumulative preferred shares issuable in series.
Its outstanding shares as of December 31, 1955, are shown in the

following tobulation:

Shares Amount

Proferred -
éﬁ% series 280,312 & 5,606,230
s 1947 SeI‘ieS l:/.'-§7=724 28,75/40_’11)- O
Total preferred 1,718,036 34,360,720
Comnon 3.133,02 62,660,760
Totsl $97,021, 450

The outstending shares of coion stock ure neld by General
Telephone Corporation. For scme years snnaal dividends of $1.60

have been paid such outstanding shares.
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Sale of Shares

Subject to obtaining the apnroval of the Coumission,
applicant now proposcs to offer the 750,000 shares of conwion stock
covered by this application to the holder of its presently outstanding
common shares pursvant to the pre-emptive right to subsceribe for
additional sharcs wieh is granted such holder by apnlicont's
erticles of incorporation. Applicant intends to dispose of the
new shares at nar. It estimates it will be required to use $13,000
of the proceeds to pay expenses incident to the sule, leaving a

balance of available cash of $14,982,000.

Use of Proceeds

Upon disposing of its shares of stoclk, applicant proposes
Lo usc the net procecds for the acquisition of vroperty, for the
construction, completion, cxtension, or improvement of its facilitics,
for the improvement and maintenance of its service, for thc payment
of indedtedness to banks which may have boen ineurred for said

purposes, and for tine reiubursoment of its treasury.

In presenting this matter to the Commission, applicant
asserts that up to il close of 1955 it had exnended $54,879,699
for additions to plant wiach had not been paid or nrovided through
the issue of sceuritics but which, apparontly, had been financed
tomporarily with rctcined carnings, depreciation nonies, and curront

liabilitics.

Applicantt's prospectus wiieh was issucd in conncetion

with its rccent preferred stock offering shows that during the ycars

1950 through 1954, inclusive, its gross additions to proporty auounted

to $154,170,952 and its retirements to $37,508,208, and that during

1955 its gross property additions were $46,954,982 and rotircments
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were $12,215,470. The prospectus shows the number of telephoncs in
service as of the cnd of ecach of the last five years as follows:
1951 464,004
1952 522,316
1953 373,854

1954 634,967
1955 716,203

It now appears that the compony is faced with construction
expenditures during 1956 of cven larger omounts than thoso it made

during 1955. According to Exhibit ¢ 1t will be celled upon to

expend $51,517,700 during the current yeor for gross additions,

as follows:

Gross
Additions

Buildings $ 3,549,400
Central 0fficc Equipment 16,963,700

Station Eouipment 13,420,900
Outside Plant “13,579,600
Other (Framclises, Right of

Way, Land and General

Eguipment) 1,787,700

Wiring Gair and Loss 2,216,400

Total $51,517,700

The company cstimates its 1957 crpeaditures will aggregate
$55,000,00C.

Capital Structure

It has been 290licant's practice to finance itself, in
Part, through thc issuc of bonds and other forns of indebtedness,
orelerred stock, and common stock equity. Its capital ratios as of

December 31, 1955, and aos adjusted to give oficet to finnncing
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reeently approved by the Comnission zad that now nroposed, were as

follaows:

Deccmber 31, 1955 Pro Forma
Amount Pet. Ameunt Pet.

Bonds ¥ 71,618,000 38% & 71,618,000 35%
Debenturcs & netes - 20,000,000 10

Sonk loans 10,000,000 5 10,000,000 5
Preferred stock 34,360,720 18 19,983,480 10
Comcon stock equity _ 70,991,883 39 83,066,363 _40

Total $186,970.603 100% $204,667,843 100%

As of December 31, 1955, applicant reports its current ond

accrued assets and prencid expenses a2t $18,905,266 and its current

and acerued liabilitics at $28,583,916, including short-term bonk
borrowings of $10,000,000.

Information filed with the Commission indicotes thot 2t
later date in 1956 the company will seck authorization to engage in
approximately $20,000,000 of bend financing.

Corclusions

A review of the application clearly shows thot applicant

has boen ongaged in o contin ing construction orogram of some magni-

tude and thot it will be called upon te make further ¢xtensions of
its facilities. The application clearly shows thet applicant will
have need for additional funds from cxternal sources to iazprove its

cash position and to cnable it to meet its capital requirements. We

“he opinion thot the moncy, nroperty, or labor to be nrocured

or pzid for by the issuc of tht stock herein authorized is rcasonably

required by applicant for the purposces speeificd hercin, and that

such purposes are not, in vholec or in part, reasonably chargeable to

operating oxpenses or to inconme. Therefore, we will enter our order

granving the apnlication.
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The approval herein indicated is for the issue ond salce
of sceuritics only and is not te be construcd as indicative of
atounts to be ineluded in a future r2te base for the purposc of

determining just and rcasonable rates.

QRDER

The Commission hoving considered the above entitled matter
and being of the opinion thot a Pudblic hearing is not necessary and
that the application should be granted,

IT IS EEREBY ORDERED as Tollows:

L. General Telcophone Company of California nay issue and

sell to the holder of ite presently outstonding comuon stock not

exceeding 750,000 additional shores of comimon stock at par, for cash,

on or before April 30, 1956, and use the Procceds for the purposes

set forth in this application.

2. General Telophone Compuny of California shall file
vith the Commission o report, or TCPorts, as required by General

Order No. 24-A, whieh order, insofar as applictble, 1s made a part

of <this ordoer.
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3. The authority herecin granted will become offcetive
upon the date hereof.

Dated ut San Frapasce , California, this .f)ﬁ?_z_/

day ofg 2% @ﬁ/«‘/{, 1956.

-
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