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Decision No. __ 5 __ il~_S3 __ 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Applic<:!.tion of 
General Telephone Company of C~iforn1a 
for authority t~ issue and sell 500~OOO 
shares of 5% Cumulative Preferred Stock, 
without competitive bidding. 

, 

Application No. 40598 

O'Melveny & Myers, by Harry 1,. ~ 
for appl'ic~""l.t; John Donov~.n for 
Commission staff. 

o PIN ION - ....................... ...-

General Telephone Co~,any of California has filed this 

application for authorization to issue and sell 500~OOO shares 

($lO~OOO,OOO par vnlue) of its cumulat:tve preferred stock. 

The application ~~s filed with the CommiSSion on 

November 13, 1958·, end came up for public hearing before Examiner 

Cole in San FranciSCO on Decexo.ber 3, 1958, at which time it was 

t.::.."'cen under submission. The COmmission has received no protests 

in the proceeding. 

Subject to receiving authorization trom the COmmission, 

applicant plans to <iispose of its shares of preferred stock 'by 

~eans of a negotiated sale and, accordingly, it requests the 

Commiss~on to exempt the offering from its competitive bidding 

role. Testimony offered in support of this request shows tho.t 

on a number of occasions in the past applicant has disposed of 

its shar'2s of preferred stock at prices substantially the same 
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as prevailing market prices, une.cr ;:md pursuznt to the 'terms of 

negotiated agreements granting undeJ.'"'W'riters the option :,to pUl"ch.".se 

sbzres from time to time Within specified periOds for'res31e to 

·tb.epu'blic. 

Applicant asserts that as a resUlt of the. option arx-ange­

mcnts for selling its sho.res a better price 'WaS oot.a.1ned than would 

have been the case under xn outright sale, either compet1tive or , 
I 

negotiated, and the issues were placed largely in app11~antrs service 

areas and with individuals rather t~ with institutions. It 

!lppC8.rs that, ir~ general, the same underwriters have hondled the 

several transactions in the past and that it is contemplated they 
.. 

·.nlI do so in the !,resent financing. 

Should applicant be successful in selling its shares, it 
I 

proposes to use the proceeds to pay. for the acquisition of property 

3.."'ld the cor.struct1on, completion, exten'sion :m.d/or 1mprovemen~ of 

facilities, to provide for the improvement and main~nance of service, 

to discharge indebtedness to banks ~aich may have 'been incurred at 

the time of the.s~~e of s~id, shares of stOCk, and/or to reimburse 

its treasury. The record shows that at September'30, 19S5, capital 

expenditures, Which had not been financed througn the issue of ,erma­

nent securities, ~ounted to $72,643~l19. 

The record further shows that for a number of years 

applic~t has been engaged 1n a continuing construction progr~. 

to meet the demands of its subscribers for service and. th2.t dUl"1ng 

19Se it will be called upon to spend $62,278,000 for new construction 

and $11,237,000 to pay indebtedness, a tot~l' or $7;,515,000. 

Applicant reports its estimated sources of :f\mds to meet its 195:,8 

rec:'Uiremen ts as follows: 
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Income 
CUrrent accounts and miscellaneous 
Bank loans . 
Sales of se~ities (net) 

Bonds 
Preferred s'tO ck 
Common ,stock 

Total 

$19,836;1000 ,/ 

- , \ 

9,980,OOQ 62,816~OO ' 

$13. 515,1.090 

Heretofore, during 1955" applicant hAs sold. $20, 000,:000 

or bontis Mod $10,000,000 of common stock. It capital ratiOS" ' 

giving e!"tect to recent sales and to th.e proposed. issue, are as 

follows: 

First mortgage bonds 
Other long-term debt 
Preferred stock, 
Common stoCk, and surplus 

Total 

39.82% 
5.69 

16.63 
31.8.6 

100.00% 

From a reView of the application and of the company's 

financial statements, it is apparent that applieDnt has made capital 

expendi~Jres well ~ excess of the proposed stock issue for which it 

has not 'been reimbursed thl'ough the issue of permanent securities, 

that it is entitled to reimburse its treasury bec~use of such funds 

so expended, and that it 'Will have need for the proceeds from th.e 

s~le of the s~es of preferred stock, Which are not neeeded to' pay 

short-term notes, to replenish its treasury and to enable it to, 

proceed ~th its construction activities. It clearly appe~rs that 

applicant has been able to dispose of its preferred shares under 

satisfactorY terms in the past, and with no adverse effect on the 

public, and we see no reason for Withholding authorization framit 

to continue '"1'1i th its preferred stocktinancing at this time under 

similar negotiated arrangements. Mor~over~ it seems ~uite likely 

t~~t under market conditions presently prevailing a better price can 

be obtained by negotiation than by competitive 'bidding .• 
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Applicant has not completed its arrangements tor the sale 

of its shAres and, at a lat2r date, it will tile a supplemental 

application setting forth the dividend rate~ redemptionprices~ and 

liquidation preferences, and tae exact terms and conditions under 

ioIhieh it proposes to. d1spos e of its shares. Accordingly" we 'Will 

enter only a prel1m1nary order at this tiro.e. 

Xhe authorization here~ gr~ted rel~tes only to the issue. 

of stock and is not to· be cons,trued as indicative of amounts to be 

included in a future rate base for the purpose of determining just 

and reasonable rates. 

·O.RDER - ..... _---

A public nearing havtng been held on the ~bove-ent1tled 

matter, and the Commission having considered the evidence and being 

or the opinion tnat the application should be granted, as herein 

prOvided, that the money, property or labor to be procured or paid 

for by the issue of the stock herein authorized is reasonably 

required by applicant for the purposes specified herein, and that 

such purpos;es are not" in whole or in part, reasonably chargeable 

to oper~ ting expenses oX' to income; t.."'leretore, 

IT IS HEREBY ORDERED as follows: 

1. The issue and sale by General Telephone Company of 

California of 500,000 shares of cumulative preferred stock hereby 

is exempted from the Commission 1 z competitive 'bidding rule set forth 

in DeCision No. 38614, dated January 15, 1946, as amended, provided 

app1icZllt receives for s~.id shares a price satisfactory to the 

COmmission. 
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2. General Telephone Company of CalifOrnia, after the 

err"ective date hereof and on:or'before June 30, 1959, may issue 

and sell sOoid 500,OOOsho.res at a price to be fixed in a': supplemental 

orde:-. 

3. General Telephone Company of California sr~l use the 

proceeds to be received from the issue and sale of said shares for 

the purposes set forth ~ this application. 

4. The a:athority herein grC'.nted to issue <md sell shares 

of preferred stock will become effective 'When the Commission by 

supplemental order has, fiXed the price at which they maybe sold. 

In other respects, the authority herein granted is ef.fec1;ive on the 

date hereof. 

5. General Telephone Company or California shall file 

With the Commission, as soon az available, three copies of its 

prospectus and a report show:tng the nameS of those to 'Whom said shares 

'Wc:-c sold, the number of sho.res sold to ea~h and the consideration 

received. 
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