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BEFORE THE PUBLIC UTILITIZS COM{ISSION OF TEE STATE OF CALIFORNIA

Decision No.

In the Matter of the Ammiication of
CENERAL TZLEPHONE COMPANY OF
CALIFORUIA for an Order authorizing

it to issue and sell 750,000 shares of
1ts Common Stock.

annlication
No. 38767
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This 1is an annlication for an order authorizing Ceneral

Telepnone Company of Califernia to issue and soll 750,000 skares of

its comnon steck of the sar value of £20 ezcn and of the Legrepgate

rar value of $15,000,000.

-

Canital Stoce
The company has an authorized conital stock of 7,800,000
shares of the rar value of %20 eaca, divided into 5,500,00C cummon
and 2,300,000 cumulative sreferred shares.  Its outctanding

as of Decomber 321, 1956, are shown in the following tubulation:

Anount
Cumulative preferred stock, $20 nar value, |

4=1/2% series % 5,606,240
4=1/2% cumelative nreferred stock 14,277,240
Common stock ‘ 77.660.760

Totals 4 B882.2° 597 644 240

In additiorn, by Decision No. 54174, dated Decoember 4, 1956,
as supplemented by Decisicn No. 54342, dated Januzry g, 1957, the
Commission authorized annlicant to issue and sell at a nrice of not
less than $19 a share, flat, 500,000 shares of its 5% ecwmletive
sreferred stock. Apszlicant states that it fzas issued 118,116 of

such sharecs.
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The outstanding shares of common Stock are held by General
Telenhione Cormoration. For some years annual dividends of £1.60 have

been naid such cutstonding shares.

Subject to obtaining the anproval of the Cormission, apnli-
cant now »roposes to offer the 750,000 shares of common stock covered
by this'application to the holder of its nresently outstaadingrcommon
shares pursuant to the nre-emntive right +o subscribe for additional
chares which is granted such holder by apnlicant's articles of incor-

poration.  Applicant intends tc dispmose of the new shares at var.

Usoe of Procecds

Unon disnosiag of its sﬁares of stock, applicant nronoses to
use the nroceeds for the acquisition of property, for the constructicn,
completion, extension, or imnrovement of its facilities, for the
Improvement and maintenance of its service, fdr_the vayment of indebti-
caness to banks vhich may have been incurred for said purneses, and

for the reimbursement of its treasury.

In presenting this matter to the Comrission, applicant
asserts that un to the clbse of 1956 it had cxpended $63,414,460 for
additions to »lant whick had not been »aid or provided throuch the
issue of securities but vhich, apparéntlyJ nzd dbeen financed
temporarily with retained earnings, depreciation ﬁonies, ané curreat
liabilities. Such amount is exciusive of 10,000,000 of 5% cumula-
tive preferred stock wuthorized for issvance but not sold as of

December 321, 1956.

Applicant's nrospectus which was 1ssved in comnecticn vith

it recent nreferred stock offers & Shows that during the years 1951

through 1955, inclusive, its gross additions to »roperty amounted %o
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#174,095,219 and its retirements to $43,313,000, wnd that during the
first 10 months of 1956 its gross property additions were 350 374,720
and retirements were $11,662,136. TFor the last two wonths of 1956
apnlicont's estinated grocs nroperty additions and betterments asount
to $11,300,000. The nrospectus shows the number of telenhones in
service 2t the indicatod dates, as fellows:

Decemver 21, 1952 522,316

December 21, 1953 573.854

December ”, 1954 634,567

December 3L, 1955 716,203

Qctober . 21, 1956 7°b 278

It now aprears that the comnany iz faced with construction

éxpenditures‘during 1957 of even larger amounts than those it made
during 1¢56.  According to Exhibit B it will be czlled uron to exnend
$72,015,000 duringz the current year for gross additions. as follows:

Buildings % 8,144,000

Central office couinment 37,383,000

Station equisment - 15,824,000

Qutside pl:nt 5,864,000

Francaises, ght of way, land
and gencral efuiomenv : 5.060,000

Total

Gandital Stracture

It has been arrlicant's sractice to finonee itself, ia nart,
throursh the issue of bonds and other forme of indebtedness, preferred
stock, and commen stock equity. Its capitel ratios as of December 21,

1956, und as adjusted to give effect to finaneing recently ansroved by

the Comrission and that now pronosed, after deducting $100,000 from

debentures and $500,000 from serial notes for taneir retirement on or

about Februcry 1, 1957, are as folilows:
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Decomber 31, 1956 Pro Forma

Amount . Pet. fmount Pct.

First mortgaze bonds $9.,618,000 3%% £91,618,000 36&%
Sinking fund debentures 14,900,000 6 14,900,000 6
Serial notes 4,500,000 2 4,500,000 2
Short-term bark loans 180007000 7 7,000,000 3
Preferred stock 19,983,480 9 29,983,480 12
Common stock ecuity ' 37.744.18) 37 103,1€0.755 41
Totals $234,745.661 100% £2251.,162.225 1009

As of December 31, 1956, applicant reports its curront and
accrued assets and prepaid expenses at $27,824,495 wnd its current and
accrued liebilities at $326,139,930, inciuding short—term dank torrow-
ings of §16,000,000.

Exhibit B indicates that later in 1957 the company vwill seek
autnorization to engage in $40,000,000 ol additionzl financing, con-
sisting of 320,000,000 of bonds with the balance divided eoually

between preferred and commen stocks.

Cenelusions

A review of the application clearly shows that apolicant has
boen engaged in a continuing censtruction »rogram cf some macnifude
and that it will be called upon to make further extensions of its
facilities. The applicaticn clearly shows that applicant will nove
need for additional funds from exterazl sources o Imnrove ite ciesh
nosition and to enable it tc meet its carital recuirements. We are
of the cpinion that the money, nronerty, or labor to be wrocured or
paid for by the issue of the stock herein authorized 4is reasonably
required by asnlicant for thé purposes specified hercin, and that such
purposes are nov, in whole or in part, reasonably chargeadle to oreTrL-
ting expensés or to income. Therefore, we will enter our oxder

granting the apnlication.

The aprroval herein indicated 4s for the issue and sale ef

securities only and 15 not to be construed as incdicative of amounts +
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be included in a future rate base for the purpose of determining just

and reasonable rates.

The Comission having considered the above-entitled matter
and being of the oninion that a public hearing 1z not necessary and

that the anrlication should be granted,

IT IS HEREZBY ORDERED as follows:

1. General Telephone Comnany of California may issue and
sell to the holder of its preséntly outstanding common stock not
exceeding 750,000 additional shares of common Stock at nar, for cash,
on or before June 30, 1957, and use the proceeds for the nurnoses set
forth in this application.

2. General Telephone Comnany of California shall file with
the Commission a renort, or reports, as recuired by General Order
No. R4~h, which order, insofar as appiicable, is made 2 part of this
order.

2. The aﬁthority hercin granted will become offective on |

the date hereof.

Dated at San Rranciseo  , California, this /Z CK/‘ day

of\;iﬁiéfihc«Ldrzqu/h‘1957.
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