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EEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
of GCenersl Telephone Company of
California, a corporation, and
Delta Telephone and Telegraph

~ Company, a corporation, for an
Order of the Commission;

(a) authorizing General Telephone
Company of California to acquire
all of the outstanding stock of
Delta Telephone and Telegraph
Company anéd to issue shares of
its common stock in consideration Application No. 46985
therefor; (b) authorizing Delta Filed September 18, 1564
Telephone and Telegraph Company
to merge into General Telephone
Company of Californiz and to
ceagse public utility operations;
(¢) authorizing Genexral Telerhone
Company of Californila to enter
and engage in the telephone
business in the territory now
sexved by Delta Telephone and
Telegraph Company. -

OPINION

This 4s an application for an-order ofvthe Commission
(1) authorizing General Telephone Company of Caiifornia to acquire
all of the outstanding stock of Delta Telephone and Telegraph
Company, (2) authorizing Delta Telephone and Telegraph Company fo
merge Into General Telephone Company of California, and (3) auth-
orizing General Telephone Company of Calirornia to issue $1,019,920

aggregate par value of its common stock,

General Telephone Company of Callifornila is a California
corporation engaged in business as a publilc uziliéy'providing

telephone service in portions of central and southern California.




All of its outstanding common stock 1s owned by General Telephone
& Electronics Corporation, a New York corporation, which 1s also
the sole stockholder of Delta Telephone and Telegraph Company, a
Californila corporation opérating a public utility teléphone systém

in certain areas along the Sacramento River.

In this proceeding, General Telephone Company of Célifornia
requests authority to acquire from its parent company all of the
capital stock of Delta Telephone and Telegraph Company, and in
exchange therefor, to issue 50,996 shares of $20 par value common
stock in the aggregate par value of $1,019,920. Upon consummation
of such transaction, Delta Telephone and Telegraph Compansteeks |
permission to merge into General Telephohé Company of California
and to vdthdraw frém 1ts territory and cease public utility
opexrations., The surviéing corporatibn proposés to assume all

1labilitles and obligations, including the~duty.to provide telephone

service iﬁ said territory.

A pro forma balance sheet giving effect to the contemplated
mexrger as of July 31, 1964, attached %o the application as Exhidbit D,

indicates that Deita'Telephone and Telegraph Company's net plant-‘
investment amounted to‘$1,550,6&1;”that the book value of its
commen stock was $634,211; and that the $385,709 acquisition
acdJustment arising from the exchange of afock will beﬂcharged to

the earned surplus account of the surviving corporation.

According to the application, the proposed merger will
beneflt the pudlic Inasmuch as General Telephone Company of

California has greater financial resources and a lérger'force of
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experienced personnel to devote to the operation and development
of the merged properties and service area. It 1s ailesed further
that the advantages of centralized purchasihg and combinéd
accounting functions, a5 well as the elimination of certain
corporate and administrative responsibllities, will result 1nccost
savings and operating efficlencies.

Delta Telephone and Telegraph Conmpany serveé in territory
which 1s geographically separated from other areas currently
served by Ceneral Telephone Company of California. For rate-
making and other purposes, it is deecmed necessary that there be
2 segregation of accounts relating to 1ts plant and operations

subsequent to the merger, and the order herein will 30 provide.

The Commission has considered this matter and finds
that: (1) the proposed merger would ndt be adverse to the
public interest; (2) the money, property or labor to be procured
or paid for by the Lssue of the stock herein aumhorized is
reasonably required for the purpose specified herein; and_(3) auch
purpose 13 not, in whole or in part, reasonably chargeable to
operating expenses or‘to income. On the basis of these Lindings
we conclude that the application should be granted. A pudblic
hearing i3 not necessary.

In issuing our order herein, we place General Telephone
Company of Californiza and 1ts shareholders on notice that we do
not regard the number of shares outstanding, the total par value
of the chares nor the dividernds pald as nmeasuring the retwrn the

company should be allowed to earn on its investment in plant and
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that the authorization herein given 1s not to be construed as a
finding of value of the company's stock or properties nor as
indicative of amounts to be included in proceedings for'the

determination of Just and reasonable rates.

IT IS ORDERED that:

1. General Telephone Company of California may acquire
the outstanding common stock of Delta Telephone and Telegraph -
Company and, in consideration therefor, may issue not to exceed
56,996 shares of 1ts common stock having an aggregate par value

£ $1,019,920.

2. Delta Telephone and Telegraph Company may merge into
General Telephone Company of California.

3. General Telephone Company of California, as the
surviving corporation under the merger, may assume ail the debts,
llabllities and obligations of Delta Telephone and Telegraph
Cormpany.

4. General Telephone Company of California, as the
surviving corporation under the merger, may enter into and engage -
in the telephone business in the territory now served by Delta
Telephone and Telegraph Company.

5. TUpon consummation of the merger, Delta Telephone and
Telegraph Company 1s authorized to ¢cease public utility operations
in, and to withdraw from, the territory served by said company.




6. General Telephone Company of California shall f1le,
within five days after the effective date of the merger, a notice
of adoption of the presently filed tafiff schedules of Delta
Telephone and Telegraph Company.

7. The tariff schedules of Delta Telephbne and Telegraph
Company, now on file with this Commission, shall be rerileé within
thirty days after the effective date of the merger underfthé name
of General Telephone Company of California, in accordance wﬁth
the regquirements of General Order No. 96-A, except that General
Telephone Company of California may withdraw such of Delta
Telephone and Telegraph Company's rules and standard forms as
are substantially’identical with those of General Telephone éompény
of Califorrda, and the.withdrawal of which will not result in
increases in rates or more restrictive conditions than the

presently filed tariffs of Delta Telephone and Telegraph cdmpany.

8. General Telephdne Company of California; after the
consummation of the merger, shall maintain itsiéecords in such
form as to provide a segregation of‘accounxs relating to the plant

investment and pertinent rate base items, as well as theirevenues

and expenses of the system being acquired through mergérL

9. Géneral Telephone Company'of California shall file
with the Commission a report, or reports, as required by General
Order Nb. 24-3, which order, insofar as applicable, iz hereby made a
part of this order.
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10. Within sixty days after the consummation of the
merger, General Telephone Company of California shall file with
the Commlzsion a copy of each Journal entry used to record the

merger on 1ts books of account.

1ll. On or before the end of the third month after the

consummation of the merger as herein authoriéed, General Telephone
Company of California shall cause to be filed with the Commission,
in such form as 1t may prescribe, an annual report, or reporjts,
covering the period commencing with the {irst day of the current
year to and mcluding-‘che effective date of the merger. |

12. This order shall become effective on the date hereof.
Unless exercised, the authority herein granted shall expire on

Dated at San Fronetsco , California, this _Q?dZL |

~ Commlgsloners

Commissioner William X. Beanott, being.
Recossarily zbsent, ¢1d mot participaty
in the dispos;.tion of thi3 procoeding,




