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BEFORE 'I'KE PU13LIC 'O'l'ILI'I'IFS oot«rSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 
General Telephone Company of 
Californ1a for an Order authorizing 
it to issue and sell 750#000 shares 
of its Common Stock. 

OPINION 
....,--~---

A~pl1cat1on No. 41031 

This is an application for an order of the Commission 

authoriz1ng General Telephone Company of California to issue and. 

sell 750,,000 shares of its common stock of the par value of $20 

each and of the aggregate par valu~ of $15,,000,000. 

Applicant ~roposes to offer the 750,000 shares" at par, 

to General Telephone Corporation, of New York, the holder of its 

presently outstanding common sh.ares" pursuant to the pre-empt1 ve 

right to subscribe for additional com."Uon shares which is gra."'lted 

to the present shareholder by appl1cant f s articles of incorpora­

tion. If' authorized to issue and sell such shares, applicant 

intends to apply the proceeds to reimburse its treasury, to pay 

outstanding indebtedness" and to finance the cost of add1 t1ons' l 

betterments and improvements to 1 ts plants and facilities.. It has 

reported its unre~bursed capital expenditures, as of Feb~.ry 28, 

1959" in the amount of $82"992,114,, its outstand1ng ~~ort~ter.m 

loans a.t $6,000,,000 and its estimated gross expenditures for 

plant during 1959, at $58~5e8"ooo. A summary statement of 

applicant'S estimated sources and applicatiOns of tunds~ for 

1959, prepared from Exhibit :8" is as follows: 
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App11cat1on ot funds -
Gross construct1on 
Less - salvage and miscellaneous 
Payment of indebtedness 

Total 

Funds provided -
Net 1ncome 
Depreciation 
Decrease in working capital 
Miscellaneous 
Sales of secu.r1 t1es 

Total 

$58,588,000 
2,245,000 

$ 4,029,000 
18,900,000 

3,,511,000 
147,,000 

39.,356.000 

$56,,343,000 
·9,600,000 

$65,943.000 

$65,943,000 

It has been applicant'S pract1ce to finance itself, in 

part , with bonds and other indebtedness, with preferred stock and 

with common stock and reta1n~ earnings. Its capital ratios as 

of Februa.~ 28, 1959, and as adjusted to give effect to the 

propoeed finanCing, are as follows: 

First mortgage bonds 
Other indebtedness 
Preferred stock 
Common stock and surplus 

Total 

Fe'bruary 28 , 
1959 

39.14% 
1.19 

:.6.35 
31.32 

100.00% 

As 
Adjusted 

37.88% 
5 .. 82 

15.82 
40.48 

100.% 

The comp~'s balance sheet as of February 28 , 1959, shows 

current assets 1n the amount of $26,531,188 and current and accrued 

liabilities in the amount of $36,277,409, includ1ngthe $6,,000,000 

of short-term loans_ 
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From a review of this application, we arc of the opinion 

that app11cant will have need for funds from th~ sale of its 

secur1ties to re1mburse its treasury and pay short-term loans, 

and thereby improve 1 ts cash POSl t~.on, and to enable 1 t to proceed 

with its construction ~ctlV1tle$. An order 1$ warranted grant1ng 

applicant's request to issue and sell the add1tional shares of 

common stock. 

In making this order we place applicant on notice that we 

will not regard the price at wh1Ch 1t sells its shares of common 

stock or the d1v1dends wh1c~ it pays as representing the value of 

such shares or tLS measuring or determining the cost or equ1ty 

capital or the rate of return which app11cant should be allowed 

to earn on its 1nvestment 1n 1ts plants and properties. The 

author1zat10n herein granted is for the issue of securitles only 

and sh~uld not be construed as 1nd1cative or amounts to be 1ncluded 

1n a future rate base tor the purpose of determin1ng just and 

reasor~ble rates. 

ORDER - ....... ---

The Commisslon haVing cons1dered the above-ent1tled matter 

and be1ng of the op1nion that a pub11c hearing 1s not necessary, that 

the app11cation should be granted, as here1n prov1ded, that the. 

money, property or la'bor to be procured or p::ud for by the issue 

of common stock here1n authoXized is reasonably reqUired by 

applicant tor the purposes specified herein, and that such purposes 

are not l 1n whole or 1n part, reasonably Chargeable tc operating 
• 

expenses or to income; therefore, 
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IT IS HEREBY ORDERED as follows: 

1. General Telephone Company of california may issue and 

sell to General Telephone Corpo~ation, at not less than par, on or 

before December 31, 1959, not to exceed 750,000 shares of its 

common stock, and use the proeee~s to re~burse its treasury, to 

pay outstanding indebtedness and to finance the cost or add1t1ons , 

betterments and improvements, all as set f'orth in this application. 

2. General Telephone Company of' Californ1a shall file 

with the C0mm1s31o~ a monthly report, or reports, as required by 

Genera.l Order No. 24-A, which order, insofar as applicable, is 

made a part ot this order. 

3. The author1 ty herein grante4 Will become etreet:t ve 

on the date hereo!'. 

.-~ 
~-daYOf Dated at San FranCiSCO, califOrnia, this 

7;1&1/ I 1959. (( 

, . . ...," ... . '/,,"" . ' ... , ,. 

~ 
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