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Decision No. _~68~5.:.1.00::;·_5~ __ _ 

BEFORE 'mE POBLIC'U'l'lLI'I'IES COMMISSION. OF mE· STATE OF. CALIFORNIA 

In the Matter of the Application 
of' General Telephone company of 
california for authority to issue 
and sell not to exceea $35,000,000 
principal amount of First Mortgage 
BOnds, Series Q, Due March 1, 1995·, 
to execute and deliver to Security 
First: National Batik,. as Trustee, 
an Indenture supplemental to· the 
existing Zndenture,. as amended, 
seeu:ring. saiCi company's bonded· 
indebtedness. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) _______________ -!l 
) 
) 
) 
) 

In :the Matter of the Application 
of. General Telephone Company of ' 
California fo~ an Order 
authorizing-it to issue and sell 
699,004 shares of its Common 
Stock;.' 

) 
) 
) ________________________________ ~l 

o PIN 1'0 N -_ ..... _-----

Application No. 47241 
Filed· January 7, 1965 

Application No;., 47242.' .. ' 
. Filed, Januaxy '7, '1965' 

, . 

General Telephone Company of California has filed .these. 
". . ',' '.' 

applications r~estin9' authorization to execute a supplemental., 

inaenture and to issue and sell $35.,000,000 principal aniount;of 

its first mortgage bonds and $13, 980,OSOpar value' of itscanm~n 

stock. " ',," 

Applicant is a California corporation owni1lg and·' opera- . 

ting telepbone systems in various cities ~d, areas in thecountie~' 

of Fresno-, Los Angeles, Orange, Saeramento,San aernardl.no, 

, . 

. . . ~ , 
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Santa Barbara, Solano, Tulare, Ventura and Yolo, all tnthe 'State' 

of califOrnia. For the 12 months ended November 30, 1964,,' it 

reports total opera.ting revenues Of$19S,074,.497 and ,a. net ' 

income of $,25-,990,328. 

The company proposes to issue 699',004 share,s of', 'its 

common stock of the par value of '$20 each and' of., the aggregate .' 

par value of $13,980,080, and to sell such shares, 'a.t~,' to" 
" ·'1 

the holder of its pre:;ently outstanding-common ' shares,' namely,., 

General Telephone & E1eetron:i.es. CO%pOr~tion,. pursuant to: the ' 
, , 

pre-emptive right to sUbscribe for and to purchase additional 

common shares which, is granted by applicant's Articles of 

Ineol:pOration. Applicant asserts that it will issue the 'common 
, • " I 

stock in consideration of the discharge of sh~rt-tex:m.notes 

issueO to General Telephone 6( El.ectronics Corporation,.' the 

principal amount of which aggregated' $13,,980 # 080 as; of 

January 6, 1965, and that such notes providedfunds:for~ 

capital parposes. 

Applicant intends to offer for sale at'corripetitive 

bidding $35,000,000 principal amount of its First Mortgage. 
,~ 

Bonds, series Q, Due March 1, 1995, the price and, interest' 
, , 

rate to be specified in the bid to: be accepted byit.1'he., 

bo~d~ ~~·'eonsts.tu~e a new series·which will be: dated Ma%och 1, 

1965, will mature ' March 1, 1995, and may not be redeemed prior' 

to March 1, 1970, if such redemption is for the'purpose or in: 

anticipation of refunding. such bOnds-by' the' ap~iieation,:;' 

" '. 
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directly or indirectly, o.f funds borrowed by the company at. an 

interest rate less than the rate of interest on the bonds. 

Applicant asserts that the elimination of said nonredomption 

prov:i.sion WO\:Lle require a higher bond interest· rate or other 

concossions resulting in a higher annual cost of money on,': said 

bones and would tend to. limit. the market there£oramong .. luge'· 

institutional investors .. 

T"Jle purpose of the proposed bond' financing .is to 

provide applicant "w"l. th funds to. reimburse its . treasury, ~to .' 

pay indebtedness and to finance the cost . of additions,:' 

bctte1:lUents and improvements to. its plants and facilities •.. 

The company reports that its uncapitalized' expenditures' up··· to 
. ' • , Ll " 

November 30, 1964, were $220,6·2$,437 and that its short-term 

notes to banks amounted to $21,000,000' as of that date .. '.' , Appli

cant estimates that at the time of the sale of . its Series· Q 

bonds it will be indebted to. banks and to. General Telephone & 
, . 

Electronics. Corporation in the respectiye.amounts: of not'to' 

exceed $32,.000,000 and $14,000,000 on short-te:rm· ,notes. then" 

outstanding, and will have. spent theproceeCis of such . borrowings ' 

for capital purposes. 

It has been applieant' s poliey. tofinanee • i tseapital 

expenditures, in part,. with short-term borrowings and, at'alater·' . ' . 

C1.ate, to. refinance such borrowin9's with the proeeeCis from· the 

is:>ue and sale of shares of s'toek al'lolong-term o~t .. · I.ts 

capital ratios as of November 30~ 1964, and as adjusted, to··give : 

effect. to the proposed issues o.f common stock· and'boD:ds are as' 
follows: 
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Nov.30'~ 
. ·1964-

As' 
.' Adjusted 

.', " 

" 
,'. 

First mortgase bonds, , 
Other long--te:an. . debt 
Short-term notes 
Preferred stock .. 

'43:~:98% 
,·,2':7l 
'3 •. 75," 

, 47:,830--' 
'2'~ss.':.", ' 

, . '" . 1" c,' 

Common' stock and' surplus,: ' 

'l'otal, 

11 .... 5:9"" '. 
37.97" 

.: .. ,'. 

.·.}i:~i:·· 
":" \'" 

.'lOO~Oo/&'" 
,.'", 

Applicant's balance sheet; as of, November 30".,,1964, 

shows current assets in the total amount of $-3S,614,138 and:' 

cu.r:ent and accrued liabilities of $-S5~3a5,,30S,.: including the 

$21,000,000 of short-term no'tes to- banks. ' 

The Commission has considered the'al>ove-entitled 
. :' ~.;r.,." 

matters ane finds that: (1) the. proPosedissues,of'common stock 
. . . . "" '., 

and bonds are for properpurpo'ses; (2l applicant has need. for 

adeitiona1 funds from external sources to, improve its current 
. " . 

financial position and to'meet construction cost~:: ,(3)the '," 

l.nelu.sion of tl'le fi ve--yea.r restri'cted redemption provision. in 

the texms of the bonds wi;ll enable applic:antto.obtain' funds, 
at a lower annual cost thani'c otherwise could: . (4) the <money , 

property or l~r to be proeureCl or paid for .by theissue,',of"thc" 

stock and bonds herein authorized is reasonabiyrequired"forthe 
i:' ':,.... '. 

purposes specified' herein: and (S).· such purposes;. ,except . 'as;· . ;, 

otherwise au.thorized for accrued interest, are not,." inwhol~' or ' 

in part, reasonably chargeable to' operating-expenses or, to 

income. On tbebasis of these findings we con~lude that, the 
" . 

applieations should bc" granted. A publichcarills: is;'ot .'.' 

neeessa:ry ~ 
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, ~~:-

In issuing our order herein, we place applicant and 
, , 
,', . 

its shareholders on notice that we 00 notrogard the number of 

shares outstanding, the total par value of the shares nor' 't.."lc 
l' .. 

oi vidends paid as measuring the ,returnapplieant should: be 

allowed to ea%ll on its investment in plant ano that, theauthori

zation herein given is not to be construed as a finding,,'ofvalue 
. " , . ' 

" " 

of appli.cant! s stoclt or properties nor as indicative of amounts' 
. , '. . 

1:0 be included' in proceedings for the oete:s:mination of j.ust,and:, 

reasonable rates. 

0' R D E F: --------
IT IS ORDERED that: 

1. General Telephone Company of CaJ.ifornia may issue' 

and sell to the holder of"its presently outstanding common'shares",' 

on or before June 30, 1965-, at not less than par, notto'exc:e~d ' 

599,004 additional shares of its common stock for the ptlrpose.',of

discharging short-texm notes issu~to sucn' sbareholder~ ." , 

2. General Telephone Company of California: may, invite -', 

the submission of written sealed bids, for the, purcha'se of': 

$35,000,000 in aggregate principal amount of its First'Mortgage 
.-.: 

Bonds,. series 0, Du.e March l, 1'995-, _ su.ch invitation for:bids' 

to be published at'least five days prior to, the" date-set"for' 

the opening' of the bids .. 
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3.. General Telephone company of'Californiamay ,.execu'l:.e ' 
. . 

a supplemental indenture and may issue and sell. said $3:5,,000:,000 . . 

of bonds at the price offered in said bids which will resul t.in 

the lowest annual cost of money calculated as' set, forth in'the' 

Statement of Tems and Conditions Relating to Bids. ' . 

4. General Telephone Company of California shall use· 

the proceeds from the issue and sale of such bonds to: reimbUrse 

its treasUZ"j', to pay indebtedness-and· to' finance the-cost of, 

additions, extensions and improveme.."1ts as :let forth ,in. 

Application No. 47241.. The accrued interest may be'. used for 

general eo~rate purposes. 

", . 
" ' 

5. Xmmediately upon awarding' the contract for the, 

sale of said $35,000,000 o£bonds, General Telephone Company 

of California shall file a written report with· the' Commission 
• , , > 

, , 

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

price, the interest rate and the cos'\: of money' ,to applicant 

based on such price and interest rate. 

6. Within thirty days after the issue' and. sale of 

the bonds herein authorized, General Telepho~').e cOmpany of 

california shall file with the Commission three copies. ·of' 
• ,.' JO. 

its prospectus. 

7. General Telephone Company of califorua shall 

file with the Commission a report, or repo:r:ts,' as t"equirodb~r 

General Order No. 24-B,. which orc.ier, insofar' as applicable,.' 

is hereby m.ade apart of ' this order. 
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s. The effective date of this order, insofar as it 

relates to Application No. 47241" shall be seven'days af:ter the' 

oate hereof, provideO General Telephone- Company of . California 

has paid the fee preser~ by Section 1904 (b) of the PUblic 

otili.tiesCode, which fee is. $ll,7s0. 

9. The effective date of this order, insofar ,as' it 

relates to Application No. 47242;,.' shall be ten days after: the 

Clate hereof. 

DateCl, at _____ .;;&._an ... ·_Fr:Ln.._._os;;o· ;"oc .... o_. ___ * caJ.iforn:i.a .. · 

this lq'fL d~ of ______ 'IiiOoAN ... ' ..... 'A ... R ... V ____ , 1955. 

>W. I,' 

CommiSsioners>,' ', ... '. 

,. ,'~ 

, .. - ". 

, . 
" 

,,", . 
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