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Decision No. ___ 6_6_~_i_6_9 __ _ 

BEFORE THE PUBLIC UTILITIES cnMMISSI~N OF THE STATE ~F CALIFORNIA 

In the Matter of the Application 
of General Telephone Company of 
californ1a~ a corporation.. and 
Sunland-Tujunga Telephone Company, 
a corporation, for an Order of 
the COmmiSSion; (a) authcriz1ng 
General Telephone Company of 
Ca11fornia to acquire all of the 
outstanding stock of the Sunland­
Tujunga Telephone Company and to 
1ssue shares of its common stock 
in consideration therefor; 
(b) authoriZing the Sunland­
Tujunga Telephone Company to 
merge into General Telephone 
Company of Ca11fornia and to 
cease pub11c utility operations; 
(c) authoriZing General Telephone 
Company of California to enter 
and engage in the telephone 
bus1ness in the territory now 
served by the Sunland-Tujunga 
Telephone Company. 

Appllcation No. 45646 
Flled August 5 .. 1963 

Albert M. Hart for applicants General Telephone Company 
of california and Sunland-TUjunga Telephone Company; 

R. ~'i. Russell .. General Manager .. by Charles E. Powers .. 
for the Department of Public utilities and 
Transportation, City of Los Angeles .. 1nterested 
party. 

o PIN I ~ N ........ _-'-'--

In thi0 application.. General Telephone Company of 

california seeks authority to acqu1re all of the outstanding 

capital, stock of Su,nland-Tujunga Telephone Company in 

,exchange for sh~res of its common stock .. and the latter seeks 

authority to merge into the former. 
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After due notice, public hearing in this matter was 

held before Exam1ne~ Gieleghem on September 12, 1963 at Los 

Angeles, at which tlme ev1dence was adduced and the matter 

was submitted. 

Under the terms of the proposed merger, Sunland-Tujunga 

Telephone Company (hereinafter des1gnated "Sunland!!) Will be 

merged into General Telephone Company of ca11fornia (hereinafter 

des1gnated "Ceneral"), and 1ts uti11ty operatiOns and ob11gat1ons 

term1nated. Sunland now has outstanding 375,991 shares of common 

stock of the par value or $5 per share, hav1ng ear11er called for 

the redemption of all of 1ts outstand1ng preferred stock, wh1ch 

was redeemed and ret1red as of July 31, 1963. In addit1on, 

Sunland has redeemed in full and retired 1ts long-term obligations 

to Occidental L1fe Insurance Company of california in the amount 

of $1 ,775,000, such redempt10n hav1ng been effected on'July 1, 

1963. 

All of the presently outstand1ng stock of Sunland, 

consist1ng wholly of common shares, is owned by General Telephone 

& Electronic.s Corporat1on (here1nafter des1gned "GT&E"), wh1ch 

also o~ allot the outstandlng common stock of General Telephone 

Company of ca11fornia. General proposes to purchase said common 

stock or Sunland from GT&E and to 1ssue to GT&E, in cons1derat1on 

therefor, common shares of General, par value $20 , In an aggregate 

amount equal to the book value of the common stock ,of Sunla~d as 

of date of tra'nster 1 antiCipated to be prior to December 31, 1963. 

General, as the surviving corporation, will succeed to all the 

right~ and properties and will be responsible for all the debts, 

- 2 -



A.45646 

liabilities and obligations of Sunland, pursuant to the pro­

visions and requirements of Section 4124 of the Corporations 

Code of the State of California. 

General proposes to transfer to its books of account 

the balances in the plant and related reserve accounts, and 

other asset, liab1lity and reserve accounts of Sunland subject 

only to such changes as may be required by the nOminal adjustment 

of the cap1tal stock accounts to elim1nate tractional shares, and 

to eliminate intercompany items for purposes of consolidat1on of 

the accounts. The proposed accounting to effect the merger, as 

set out in Exhibit D to the application, supplemented by oral 

testimony of applicants' witness, appears to be in conformity 

with prescribed account1ng applicable to telephone ut1lit1es. 

For reasons or economyl General des1res that it not 

be required to maintain a separate set or segregation of accounts 

relating to the Sunland properties and their operation. Appli­

cants' witness testified, however, that in lieu of maintaining 

such separate records, it would be pOSSible, at nominal cost, 

to prOVide w1th1n the framework of General's machine account1ng 

procedures, an 1dent1fication and cod1ng or Sunland's property 

and operating accounts and transactions sufficient to enable it 

to provide such 1nformat1on to the Commission should it be 

reqUired. The order herein will requ1re that the accounting 

records be mainta1ned 1n such manner, to be elected by General, 

per~ttlng reasonable access to account1ng data relating to the 

investment 1n and operation of the Sunland system, should such 

data be required by the Cornm1ssion. 
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In presenting this matter to the Commission, applicants 

~gscrt that the proposed exchange of stock and subsequent merger 

of the two cornpanies~ when consummated, Will result in a surviving 

corporation with substantially greater financial resources and 

better able to obtain more econOmical financing for anticipated 

growth in the Sunland area. In addition, consolidated operations 

and centralized purchasing and warehousing should also produce 

cost savings. The testimony and exhibits show that estimated 

annual savings of $147,600 are projected to result from the 

merger; that it is not contemplated that the merger will result 

in increases in rates for service to the customers of either 

c~mpany; and that there will be no adverse effect on the salary 

and wage levels, fringe benefits or advancement opportunities of 

pres~nt employees of Sunland. Substantial savings are also 

anticipated in subscriber billing, accounting and administrative 

functions now performed by Sunland. 

There were no appearances at the hearing by any 

p~rty in objection to the proposed merger. 

General proposes to adopt Sunland's tariffs as they 

now are in effect, subject to subsequent changes which would 

normally develop through additional offerings of service and 

other changes in tariff offerings. Gencrol proposes to continue 

prOviding item1zation of multi-message unit calls on monthly 

billings to subscribers in the Sunland-Tujunga area, and is 

considering plans to provide similar detailed listing of 

message unit calls for its subscribers within the .Los Angeles 

- 4 -



A.4sS46 

Extended Area. Implementation of such latter plans 1s be1ng 

deferred pend1ng the outcome of certa1n proposals by The Pac1f1c 

Telephone and Telegraph Company in App11cation No. 44201, with 

respect to elimination of certain message unit routes 1n the 

Los Angeles area, and conversion of the remaining message un1t 

routes to toll. General preliminarily estimates add1tional 

costs and revenue reduction totaling $142,900 as the estimated 

cost of introduc1ng detailed message unit bllling for General 

subscribers. 

Oener~l has estimated capital requ1rements of approxi­

mately $3,400,000 for debt refinancing 1 ret1rement of preferred 

growth in the Sunland-TujunBa area. The larger f~nanc~al 

resources and more extensive f1nancing exper1ence of General 
should prove bene~icial in obta1n1ng such cap1tal tunds at 

reasonable coot. 

The test1mony 1nd1cates that there w~ll be no unusual 

or extraord1nary income tax consequences as a result of the 

proposed merger; that deprec~at~on practices w1th respect to 

the properties of Sunland will be continued with no materially 

dlfferent pollcy or procedure by General; that no union problems 

are antlcipated in that Sunland employees , not now represented 

by a union, may join and will be represented by the Communications ' 

Workers of America after the merger; that there wlll be no 

sales tax app11cable to the transfer of propert1es and assets 

resulting from the merger; and that there will be no Significant 
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dilution in per share earnings of General as a result of the 

merger under the terms proposed. 

Upon a full review of the application and of the 

testimony and exhibits presented at the hearing, we are of 

the opinion, and so find, that the proposed merger w1ll not 

be adverse to the publiC interest; that the money, property 

or labor to be procured or pa1d for by the 1ssue of the shares 

ot stock here1n author1zed is reasonably required tor the 

purpose spec1fied herein; and that such purpose 1s not, in 

whole or 1n part, reasonably chargeable to operating expenses 

or to 1ncome. We will enter an order grant1ng the app11cat1on. 

The authorization herein granted is not to be con­

strued to be a finding of value of the properties or the shares 

of stock of the two companies, nor 1ndicative of amounts to be 

1ncluded in future proceedings for the purpose of determin1ng 

just and reasonable rates. Such author1zation 1s for the pur­

pose of this proceeding only and 1s permiss1ve only. 

o R D E R --------
IT IS ORDERED that: 

1. General ~lephone Company of Californla 1s 

authorized to acquire, on or before January 31, 1964, all of 

the common stock of Sunland-Tujunga Telephone Company and, 1n 

consideration therefor, to issue shares of 1ts common stock 

having an aggregate par value equal to the book value of the 
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comrrlon stock of Sunland-Tujunga Telephone Company as ot the 

date of transfer, but in no event in excess of 150,000 shares. 

2. Sunland-Tuju.~ga Telephone Company is authorized 

to merge into General Telephone Company of C~litornla. 

3. General Telephone Company of California, as the 

surviving corporation in the merger, is authorized to assume 

all the debts, liabilities and obligations of Sunland-Tujunga 

Telephone Company; to exercise all rights and priVileges 

under the franchises, permits and rights to be acquired from 

Sunland-Tujunga Telephone Company; and to enter into and 

engage in the telephone business in the territory now served 

by Sunland-Tujunga Telephone Company. 

4. Upon consummation of said merger, Sunland-Tujunga 

Telephone Company is authorized to cease public utility oper­

at10ns in, and w1thdraw from~ its territory. 

5. General Telephone Company of Ca11forn1a shall 

f1le, within five days after the effect1ve date of the merger, 

a notice of adoption of the presently filed tariff schedules 

of Sunland-Tuju.~ga Telephone Company. 

6. The tariff schedules of Sunland-Tujunga Telephone 

Company, now on f1le with th1s COmmiSSion, shall be refiled 

within thirty days after the effect1ve date of the merger, 

1n accordance w1th the requ1rement= of General Order No. 96-A, 

except that General Telephone Company of californ1a may with­

draw such of Sunland-Tujunga Telephone Company's rules and 
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standard forms as are substantially identical with those of 

General Telephone Company of Ca11fornia, and the w1thdrawal 

of wh1ch will not result 1n 1ncreases 1n rates or more re-

str1ct1ve cond1t1ons than the presently flIed tar1ffs or 

Sunland-Tujunga Telephone Company. 

7. General Telephone Company of california shall 

ma1ntain 1ts records in such mnnner so that plant 1nvestment 

and related rate baoe accounts and amounts and revenues and 

expenses of the Sunland-Tujunga propert1e~ here1n authorized 

to be transferred may be separately and readily determined at 

any t1me. Co~~enc1ng 1n 1964~ and untj,l further notlfled by 

the Co~~ss1on, General Telephone Company of Ca11fornla shall 

f11e w1th the Comm1ss1on~ on or before March 31 of each calendar 

year, a summary of earnings otatement, includ1ng rate of return, 

for the Sunland-Tujunga area operations for the preceding calendar 

year. 

8. General Telephone Company of California shall tile 

with the Comm1ss1on a report, or reports, as requ1red by General 

Order No. 24-A, wh1ch order, insofar as applicable, is made a 

p~rt of this order. 

9. Within sixty days after the consummation of the 

merger, General Telephone Company of California shall f1le W1th 

the Co~~ss1on a copy of each journal entry used to record the 

merger on 1ts books of account. 
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10. The authorization herein granted shall become 

effective on the date hereof. unless exercised~ such 

authorization will expire on January 31, 1964. 

'" ., "'" ~ Dated at San Francia co, california I this ",",,?, day 
of ___ O_CT_O_B_ER ____ , 1963. 

Commi~~iono~ W1lli~m M. Ber~ott. being 
noco~~~r11y ob~cnt. ~id not part1cipate 

in the ai~position of this proceeding_ 
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