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Decision No .. ___ 6_5_2_7_1_" __ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF TAE STATE OF CALIFORNIA 

In the Matter of the Application 
of General Telephone Company of 
californ1a for authority to issue 
and sell not to exceed $25,000,000 
principal amount or P1rst MOrtgage 
Bonds, Series 0, Due May 1, 1993, 
to execute and deliver to Security 
First National Bank, as Trustee, 
an Indenture supplemental to the 
eX1s:t1ng Indenture, as amended, 
securing said Company's bonded 
indebtedness, and to issue and 
sell 500,000 shares of its 
Common Stock. 

Application No. 45292 
Filed March 28, 1903 

and Amendment 
Filed April 3, 1963 

O'Melveny & Myers, by rrry ,&. ~ and Frederick 
~. Edwards, for app 1cant; 

Edward L. Blincoe, individually and for Utility 
Users' League of californ1a, interested party; 

R. W. Russell, Ch.1ef Engineer and Gene:-al Manager, 
Department of Public Utilities and Tra~portation, 
City of Los Angeles, by ~. ~. Wal.Eert". interested 
party. 

INTERIM OPINION 

General Telephone Company of california has tiled 

this application for authorization to issue and sell 500,000 

shares of its common stock of the aggregate par value of 

$10,000,000 and $25,000,000 or first mortgage bonds and to 

execute a supplemental indenture. 
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Applicant intends to sell such shares of common 

stock, at par, to the holder or its presently outstanding 

common shares, namely, General Telephone & Electronics 

Corporation, pursuant to the pre-emptive right to subscr1b~ 

for additional common shares which is granted by applicant'S 

Articles of Incorporation, and to offer its bonds for sale 

at competitive bidding, the price and interest rate to be 

specified in the bid to be accepted by applicant. The bonds 

will constitute a new series to be kno~~ as Series 0, Will 

be dated May 1, 1963" Will mature Ma.y 1" 1993, and Will con­

tain the custocary five-year restricted redemption prov~sion. 

Applicant asserts, and it presented testimony by its financial 

officer in support of its assertion" that the inclusion or the 

five-year restricted redemption proviSion Will permit a broader 

market among institutional investors and Will result in a lower 

annual cost of m~ney. 

The purpose of the proposed financing, generally, 

is to provide applicant With tunds to reimburse its treasury, 

to pay indebtedness and to finance the cost of additions, 

betterments and improvements to its plants and racil~tics. 

Spec1f1cally, applicant intends to use $32,000,,000 of the 

proceeds to pay short-term borroWings from General Telephone 

& Electror~cs Corpo~ation Which have been utilized tor capital 

purposes and to apply the balance to its current 'constructi~n 
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program. It report~ that its cst!mat~dconstruet1on expen­

ditures for the year 1963 '~ll aggr¢zate $72,200,000, that a 

subs·cantial portion of this amount W1ll be prov~ded by 
; 

internally generated tunds and current liaoilities and that 

approy~~~tely $35,000,000 will be r~alized from the issue 

and eale of permanent securities. At the conclusion ot the 

proposed financing, applicant's capital ratios Will consist 

of -

Debt capital 
Preferred ot¢ck 
Common stock and surplus 

Total 

47.54% 
13.58 
38.88 

100.09% 

A public hearing on the application was held before 

Examiner Coleman in Los Angeles on April 11, 1963, at which 

time the matter was taken under submission. At th~ hearing 

Edward L. Blincoe, appearing for h1~elt and tor Utility 

Uscrs f League of california, stated that he had no objection 

to the proposed issue of bonds but that he did object to the 

issue of sh~res of common st¢ck, instead of additional bonds, 

b~causc of ~he effect on Federal income ~ax charges. He made 

two motions, to Wit: 

1. That the COmmission deny the request 
of the company to issue common stock, 
and 

2. That the Co~ss1on fix a 25% hypo­
thetical eqUity on which the company 
can charge orf Federal income tax~s 
as an operating expense ~ga1nst the 
ratepayer. 
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w~ will enter An order at this time authoriz1ng 

the issue of the bonds and Will cons1der the request of 

the company to issue th~ common shares and the motlon3 

whiCh are before us in a $ubse~uent order. We f1nd th~t -

1. A~pl1cant Will have need for funds 
from external sources to pay lts 
short-term borrowings and to pro­
ceed with its construct1on program. 

2. The terms and condl tlons under wh1ch 
applicant proposes to dispose ot its 
bonds are not adverse to the pub11c 
interest. 

3. Under the proposed financing, applicant 
would be required to p~y a lower 
intcre~t rate than 1t would 1n the 
Absence of a restricted redemption 
provis1on 1n the terms or the 
proposed bonds. 

4. The money, property or l~bor to be 
procured or pa1d for by the 1ssue of 
the bonds here1n author1zed 1s reason­
ably req~red for the purposes specified 
hereln, which purposes, except as 
otherw1se author1zed, are not, 1n whole 
or ln part, reasonably ehargea~le to 
operating expenses or to income. 

The authorlzatlon herein granted 1s for the issue 

of bonds and 1s not to be construed as ind1catlve or amount: 

to be includ~d in future rate proceed1ngR for the purp~se of 

determ1n1ng just and reasom'bJ.e rates. 
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INTERIM O?.DER 

IT IS OP.DERED that: 

1 . General Telephone Ce:npany of ca11fornia may 

cx~cute a supplemental indenture 1n the same form" or in 

sub:rcant1ally the :same form" as the supplemental indenture 

annexed to the a~endment to the applicat10n herein. 

2. General Telephone Company ot California may 

1nv~te the oubm1osion of wr!tten sealec bids tor the pur­

cha.se of $25,,000,000 ot aggreg::rce principal amount of it$ 

First IJtortgagc :SOnc.s" Ser1es 0" due May 1" 1993" such 

inv1tation for bide to be published at least five days 

prior to the date set for the opening of the bids. 

3. General Telephone Company of CalifOrnia may 

issue and sell said $25,000,,000 of bonds at the price 

offered in sa1d bids which will rc~ult in the lowest annual 

cost of money calculated as set forth in th1s application. 

LJ.. General Telephone Company of california shall 

use the proceeds from the issue and sale ot the oonds 

herein author1zed to reimburse its treasury" to pay 1ndebted­

ness" an' to finance the cost of addit1ons" betterment: and 

i~provcmcnts as set forth in this a~pl!cat1on. ~e accrued 

interest ~~y be used tor such pu-~oses or for general 

corpor.ate purposes. 
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5. ~ediately upon awarding the contract ror the 

sale or za1d $25,000,000 or bonds, Ceneral Telephone Company 

or california shall tile a written report with the Comm1ss10n 

showing as to each bid received, the name of the bidder, the 

price, the interest rate and the cost or money to applicant 

based upon such price and interest rate. 

o. Within thirty days after the issue and sale or 

the bones herein authorized, General Telephone Company or 

Californ1a shall rile a report, or reports, with the 

Commission showing the date on Which said bonds were sold, 

the names of those to whom sold, and the consideration 

received, together With three copies or its pros~¢tus, and 

a report, or reports, as reqUired by General Order No. 24-A. 

7. The authority herein granted shall become 

effective wnen General Telephone Company of ca11rornia 

has paid the fee prescribed by Section 190L~(b) of the 

PubliC Utilities Code, which fee is $9,250. 

~~" ~~~ 

thisa3~ day of April, 1903. 
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, californ1a, 


