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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

General Telephone Company of California :
for authority to issue and sell 500,000 Application No. 40598
shares -of 5% Cumulative Preferred Stock,

without competitive bidding.

O'Melveny & Myers, by Harry L. Dumn
for applicant; John Donovan for
Commission staff.

" General Telephone Company of California has filed this
application for authorization to issue and sell 500,000 sharés

($10,000,000 par value) of its cumalative preferred stock.

| The application was filed with the Commission on
November 13, 1958, ond came up for public hearing defore Examiner
Cole in San Francisco on December 3, 1958, at which time it vas
teken under submission. The Commission has received no protests
in the proceediﬁg. | | |

Susject to receiving authorization from the Commission,
applicant plans to dispose of its share; of preferred stock‘by
neans of 2 negotiated sale and, accordingly, it fequésts the
Comuission to exempt the of fering from its competiﬁive bidding
rle. Testimony offered in support of this request shows that
on a number of occasions in the past applicant hgsldisposed of

its shares of preferred stock at prices substantlally the sanme
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as prevailing market prices, under and pursuant to the terms of
negotiated agreements granting underwrlters the option to purchase

shares from time to time within specified periods for resale to
.the.public.

Applicant asserts that as a result of the optlon arrange-
nents for selling its shares a better price was obt@ined.than would
“have been the case wnder on outright sale, elther cémpetitive or 5‘
negotiated, and the issues were placed largely in appligantfs ser#ice
areas and with individuals rather than with institutions. It
appesrs that, in general; the same underwriters have handled ﬁhé
several transactiohs in the past and that it is contemplated they

will do So in the present finmaneing.

Should applicant be successful in selling its shares, 1t
proposes to use the‘prbceeds to pay‘for’the acquisition of property
and the construction;'completion, extension and/or improvemen® of
facilities, to provide fof éhe {mprovement and maintenance of service,
to discharge indebtedness to banks which may have‘been incurred at
the time of the, sale of scid shares of stock, and/or tb reimburse
its treasury. The record shows that at September 30, 1958, capital
expenditures, which had not been Iinanced through the issue of perma~
nent securities, amounted to $72,643,119.

The record further'shows that for a number of years
applicant has been engaged in a continuing construction program@'
to meet the demands of ité subseribers for service and that during
1958 it will be called upon’to spend $62,278,000 for new construction
and ¢ ll 237,000 to pay indebtedness, a total of $73,515,000. . |
Applicant reports its estimated sources of funds to nmeet its 1958

requirements as Tollows:
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Income $28 340 000
Current. accou.nta and miscellancous | 359 co0 "
Bank loans 15,000 OOO\ .
Sales of securities (net) o j
Bonds. $19,836,000 SN |
Preferred stock - : - cheo
Common stock , 9,980,000 33,8165QOQ L
Total §_‘7_‘3,’215,=&

Eeretofore, during 1952, applicant has sold %20, OOO OOO‘ \
of bonds and $10,000,000 of common stock. It capital ratios,¢’ | t

giving effect to recent sales and to the proposed issue, are as

follows:
Tirst mortgage bonds 3%.282%
Other long~term debt 5.69
Preferred stock - 16.63

Common stock and surplus  _37.88
Total | 00.00%

From a review of the applicatidn and of the company'o
financial statements, it is apparent that applicant has made capital
expnndlturea well in exce*s of the proposed stock issue for which it
has not been reimbursed thrcugh the issue of permanent securities;
that it is entitled to reimburse its treasury beczuse of such fumds
50 éxpended, and that it will have need for the progeeds from the
sale of the shares 6f‘preferred stock, which are not neeeded‘to-pay
short-ternm notes, to repienish its treasury andnto’eneble it to
proceed with iVs constructlon activities. It clearly appears thet
2pplicant has been able to dispose of its preferred shares‘under
satisfactory terms in the past, and with'no‘adverse effect on %the
pudblic, and we see no reason for withholding\auﬁhorization from it
o continue with its nreferred stock'financing at this time under
similar negotiated arrangemeﬁfs. Morzover, it seems'quite likely
that under market conditlions presently prevailing a better price caﬁ

be obtained by negotiation thanm by competitive bidding.
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Applicant has not completed its arrangements for the sale
of its shares and, at a later date, it will file a supplemental
application setting forth the dividend rate, redemption prices, and
liquidation preferences, and the exact terms and conditions under
waich it proposes to dispose of its shares. Accordingly, we will
enter only a preliminary order at this time. |

Ine authorization herein granted releotes only to the issue.
of stock and is not to be construed as indicative of amounts to be
included in a future rate base for the purpose of determining just

and reaeonable rates.

A public hearing.having been heid on the above-entitled
matter, and the Commission having concidered the evidence and being
of the opinion that 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 epplicant for the purposes specified herein, and that
Such purposes are not, in whole or in part reasonably chargeabdle

to'operating expenses or to income; therefore,
IT IS EEREBY ORDERED as follows:

1. The issue and eale by General Telephone Company of
Califomia of 500, 000 shares of cumulative preferred stock hereby
is exempted from the Commission’s competitive vidding rule set forth
in Decislon No. 2861l4, dated Jamuary 15, 1946, as amended; provided,
applicent receives for soid shares a price satisfactory to the
Coxmission.
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2. General Telephome Company of California, after the

effective date hereof and on or before June 30,,1959, may issue
and sell said SO0,000ﬁshares'at 2 price to be fixed in afsupplemental

crder.

3. General Telephone Company of California shall use the
proceeds to be réceived from the issue and sale of said éhares‘for

the purposes set forth in this application.

Lo The authority herein granted to issue znd sell sheres
of preferred stock will become effective when the Commissidn by
supplemental order has fixed the price at vhich they may be sold.
In other respects, the authority herein granted 1s'effé¢tiéé oﬁ the

date herecof.

5. General Telephone Company of California shallvfile
with the Commission, as soon as availadble, three copies of 4its
prospectus and a report showing the names of those to whom said\shares

were sold, the number of shares sold to ecach and the consideration

received.

22

Dated at Yo Anocldd » California, this 7=

day of Decemder, 1958. ' ~

<




