A.47241, A.47242 MON ‘ Lo e _w“_ [i[¥;;;5eg§Kjf‘.

Decision No. 68515

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
of General Telephone Company of
California for authority to issue
and sell not to exceed $35,000,000
principal amount of First Mortgage
Bonds, Series Q, Due March 1, 1995,
to execute and deliver to Security
Pirst National Bank, as Trustee,
an Indenture supplemental to. the
existing Indenture, as amended,
securing said Company's bonded
:.ndebtedness.

Application No. 47241
Filed January 7, 1965

In t.'he Matter of the Appl:.cat:.on
of General Telephone Company of
California for an Order
auvthorizing it to issue and sell
699,004 shares of its c:mmon
Stodc :

Application No. 47242
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OPINION

General Telephone COmpany of Cala.foma has fa.led these o

Filed Januaxy 7, 1965 -

applications requesting authora.zat:.on to execute a supplemental c

indenture and to issue and sell $35, 000 ooo prmc:.pal amount of

its first mortgage bonds and. $13, 980 080 pa.r value of :.ts ccmmon
stock. |

Applicant is a Cal:.form.a corporat:.on owm.ng and opera.-"“" .

ting telephone systems in va.r:.ous cities and areas m the COunt:.es

of Fresno, 1Los Angeles, Orange, SacramentO. San Bernardn.no, R
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Santa Barbara, Solano, '.I.‘ulare, Ventura and Yolo, all ::.n t.he State_ o
of California. For the 12 months ‘ended November 30, .1964, :x.t
reports total operating revenues of $J.95, 074,497 and a- net

income of $25,990,328. |

The company proposes to issue 699,004 shaxes o:E ::.ts o
common stock of the par value of '$20 each and of. the aggregate
pax value of $13,980, 080, and to sell such shares, at par to
the holdexr of its pre«ently outstand:.ng common shares, namely,
General Telephone & Electronics COrporata.on, pursuant to the
pre-cmptive ‘right to subscribe for and to purchase addn.t:xonal
conmon shares which is granted by appl:.cant 3 Art:.cles of .
Incorporation. Applicant asserts that it w:.ll issue t.he common
stock in consideration of the d:.scha.rge of short-term notes
issuved to General Telephone & Electrom.cs COrpo::at:.on, the |
principal amount of which aggregated $13 980 080 as of -
January 6, 1965, and that such notes prov:.ded :Eunds for
capital purposes. ' |

Applicant intends to offer for sale at compet:.t:we
bidding $35,000,000 pr:.nc::.pal amount of its F:.rst Mortgage
Bonds, Se:c':.es Q, Due March 1, 1995, the pr:.ce and :.nterest
rate to be specafa.ed in the bid to be accepted by :.t. '.I’he

3 bonds w:.ll consta.tute a new series wh:.ch will be dated March l,
1965, will mature. March J., 1995, and may not be redeemed pr:z.or -
- €0 Maxch 1, 1970, if such redempt:.on is for the purpose or :.n |

anticipation of refunda.ng such bonds by the appl::.c:at:.on,
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directly or indirectly, of funds borrowed by‘the'codpahyfaﬁean}»'
interest rate less than the rate of 1nterest on the-bonds.d
Applicant asserts that the elimination of said nonredemptzon
provision would require a h;gher bond 1nterest rate ox other
concessions resultxng in a hagher annual cost of money on sazd
bonds and would tend to limit. the market therefor among large

institutional investors.

The purpose of the proposed bond - flnanclng Ls tO \
provide applzcant wlth funds to reimburse zts treasu:y, co~'“
'pay zndebtedness and to finance the cost of addltmons, N
betterments and 1mprovements toexts plants and’ facxllt1e3.~
The company reports that 1ts uncapxtalxzed expendztures up to
Novembexr 30, 1964, were $220,625,437 and that Lts short-term |
notes to banks amounted to $21 000, OOO as’ of that date. Appll-'*.‘
cant estimates that at the txme of the sale of ltS Serles Q
bonds it will be 1ndebted to banks and to General Telephone &
Electronlcs‘CorporatLon xn the respectxve amounts of not to |

exceed $32,000,000 and $14, OOO OOO on short—term notes then

outstandmng, and W1ll have spent the proceeds of suoh borrowzngsff'

for capital purposes.

. -
"

It has been appllcant's pol;cy to f:nance its capztal

expenditures, in part, wi.th short—term borrowzngs and, at’ a laterhf‘h

date, to refinance such borrowzngs wzth the proceeds from the

issue and sale of shares of suock and long-term oebt. Its

effec to the proposed issues of common otOCk and bonds are as

- £ollows:
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_Nov. 30. Cast
o 1964 ;f,gg_Adgusted

Fizst mortgage bonds < 43.e8% 47.33%:"”7'-33
Other long-term debt S~ Per £ TR 2.58« SRR

Short-texm notes. =~ '3.750
Preferred stock ‘ ‘ - XL59
Common stock and surplus | - 37,97 33.55

Total . gf'10‘6'.-36"%”';‘%?:f‘f c 1oo o%{fg‘:_‘

Appl:.cant s balance sheet, as of November 30. 1964,13':;/: .

shows current assets in the total amount of. $35,674 138 and
current and a.ccrued la.abn.lltn.es of $85 385, 308, :anlud:.ng the'_,i -

$21,000, OOO of short-tem notes to banks.

The Comm.xss:.on ha.s consa.dered the above-enta.tled

matters ané finds thats (l) the proposed :.ssues of common stock o

and bonds are for proper purposes- (2) appl:.cant has need for

additional funds from external sources to :.mprove :.ts current _
f£inancial posa.t:.on and to meet construct:xon costs*v‘ (3) the -
:.nclus:.on of the f:.ve-year restr:.cted ::edempt:.on ;prov:.s.xon J.n :

the terms of the bonds w:.ll enable appl:\.cant to obta:.n funds

at a lower annual cost than it othemse could- | (4) the money, :

propexty ox Labor to be procured °1' Pa-'!-d for by tnc :.ssue of thc -

stock and bonds herein authorn.zed is reasonably requ:.red ﬁor the;f

r
purposes soec:.f:xed here:l.n. and (S) such purposes, except as

otherwise authorized for acerued a.ntercst are not z.n who:l.e or

in part, reasonably chargeable to operat:.ng expenses or to S

income. On the basis of these £:.nda.ngs we conclude that the

applxcat:.ons should be. granteo.* A publ:Lc hcaxn.ng a.s not

necessa:.y-

e —— e~ .
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In J.ssu:.ng our order herein, we place appllcant and
its shareholders on not;ce that we do not roga:r:d the number of
shares outstanding, the total par value of the shares nor the
dividends paid as measuring the return appl:ncant should be s
allowed to earn on its :\.nvestment in plant and that the authon-. |
zation 'heren.n given is not to be construed as a fn.nd:.ng of value
of appl:.cant’s stock ox propertn.es nor as. :Lnd:.catn.ve of amounts |

to e included in proceedmgs for the detemnatlon of Just and 1 ’

rea.sonable rates.

IT IS ORDERED that: -

1. Genexal Telephone Company of Califom'izvi* may i’s.s\’ie"
and sell to the holder of its presently ou*stand:mg common shares,..;»?
on or before June 30, 1965, at not less than par, not to exceed
599,004 addz.t:z.onal shares of its common stock for the purpose of
discharging short-term notes issued to such shareholder. e

2. General Tw..lephone Company of Callfom:.a may :.nv:x.te
the submission of written sealed bids for the. purchaoe o£
$35,000,000 in aggregate pr:.nca.pal amount of :.ts Fn.rst Mortgage
Bonds, Series Q, Due March 1, 1995, such :.nv::.ta :.on for b:.ds .
0 be published at least five days pr:.or to the date set for
the opem.ng of the bids. “
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3. General Telefhone companyoodeaIifornieﬁmaf-execnte'”? ‘
a supplemental indenture and may issue and sell sand $35,000,000
of bonds at the price offered in sa;d bmdS-whlch w111 result 1n
the lowest annual cost of money calculated as sot forih.mn Ehe

Statement of Terms and Conditions Relatlng to‘BLds."

4. General Telephone COmpany of Cal;fornla Shall use
the proceeds from the issue and sale of. such bonds to rezmburse  _“,,
its treasury, to pay lndebtedness and to~£1nance the-cost of
additions, extensions and: 1mprovements,as uet corth nn
Appl;cat&on No. 4724l. The accrued lnterest may be ueed for "d\;

general co:porate purposes-

5. Immedzately upon awardlng the contract for the |
sale of said $35,000,000 of bonds, General Telephono Company
of California shall file a wrxtten report with thevCommszLOn
showing as to each bid received;ethe‘name‘of‘the;bidder,lched
price, the interest rate and the COS» of money to applmcant

based on such prnce and ;nterest rate. X

6. Within th;rty days after the issue and sale of |

the bonds herein authorxzed, Gcneral Telephone Company oE
California shall fnle wnth the CommL551on three CQples of

its prospectus.

7- General Telephone/Company of- Caleornza shall
file witk the Commission a report or reports,‘as requzred byfd[f
General Order No. 24-B, which order, lnsofar as appllcable,.‘d:.
is hereby>madc a- part of thls order.
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g. The effective date of tliis‘"drderf,‘ vinsofaffasi‘it B
relates to Application No. 47241 ‘shall be seven’ days aftexr the -
date hereof, provided Gemeral Telephone CQmpany of . Cala.forna.a. ‘
has paid the fee prescribed by Sect:.on 1904 (b) of tne Publxc
Ttilities Code, which fee is $ll ‘750.

9. ‘“The effective d‘aj:l_a of this orc’.e:,‘:‘ ‘ipsofa"r; as it _’
relates to Application No. 47242‘," shall be ten aays_' affté‘rf'; the_,"

date hereof.

Dated at " San Francisco .
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