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Decision No. _..:::6:.:::9;:..,4.:;;.3=-=3~ __ _ 

BEFORE THE P'CBLIC tr!'ILI'l'IES COMMJ:SSI ON OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of General Telephone Company of 
california for an Order 
authorizing it 'co issue and sell 
not to exceed $30,000,000 
principal ~ount of Sinking Fund 
Debentures, Due September 1, 
1990, and to execute and deliver 
an Indenture pursuant to which 
said Debentures are to be issuee. 

Applica~ion N~. 47706 
Filed June 28, 1965 :: 

and Amcnd:nent 
Filed July 9, 1965- ' 

'I'his is an application for an order of the Commission, 

authorizing General Telephone Company of Ca.lifornia. toissuc 

ane sell $30,000,000 aggrega:i;e principal amount of debentures 

and to execute an inaenture. 

Applicant plans to offer the debentures for sale ~t 

competitive bidding, the price and interest rate t~ be eetermi~ed 

by the sueeessful bid. The contemplated issue ~ll constitute a 
;,r .. 

new series to be designated as Sinking Fund Deben~ures,. Due ~ , 

September 1, 1990. Said oebentures will be dated September 1, 

1965-, will 'be expressed to mature September 1, 1990, and will 

be issued under and pursuant to the terms of an indenture. 

Redemption may be made at applicant's option 3.t a priee 

equivalent to the initial public offering price or the principal 

;:unount, whichever is grea.ter, plus the annual rate of intorest 

(' 
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specified in the successful !>id~ plus accrued interest in each 

case, and thereafter at annually reducing premiums. 

The optional redemption pri vilegc is subject to -tho 

provision that the debentures may not be redeemed prior to 

September 1, 1970, if such rccernption is for the pu.rpose or 

in anticipation of refunding dcl:>entu:es by the ~pplication, 

directly or indireetly, of funds bouO\\I'ed by applicant at an 

interest rate less than the rate of interest on the do'.bentures. 

It appears that a similar restricted redemption provision h~s 

been applicable to each of 'the company·s issues 0: debt 

securities since 1957 _ App:'icant assorts that elimination of 

such restriction would re~e a highcr interest rate 0= other 

concessions resu.1 tinS- in a higher annual cost of t:lonC'l,l on :aid 

debe:l.tures and would tend to, limit the marke~ thcrefor~on~ 

large institutional investors. 

The company proposes to use part of, ~e praeeeQs 

fro:n. the $30,000,000 debenture issue for discharging 'cempor-ary 

loans to be negotiated wi th a bank or banks in orde= to ree~IC. 

applicant's $20 par value S-l/~~ CUmulative Preferred StoCk. 

According to thc application, all outs~dins 7S0,000 ~~ares of 

saia stock will be reaee::ned at a price of $-22 per share-, ~lu.s 

accrued dividends. The utility plans to apply the b4tlancC' o~ 

the proceeds toward payment of e."tpenses inciclental to the 

financing- contemplated herein and, to the exteIlt av~lable, 

to u.se the remaining funds for one or more purpose:: ineluding 
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(a) reimbursing the treasury for capital expenditures, (1:» 

financing capital costs and (c) dischar9'ing short-term' notes 

issued and to be issued f'or one or more of such pw::poses. 

Exhibi t B, attached to the application, indicates 

capital expenditures of $193,157,764 as of May 31, 1965-, which 

have not been financed by issues of sec:uri ties _ Said exhibit 

also contains applieant·s estimates for the year 1965 of its 

cash re<l\lirements and sources of funds, which ~c summarized 

as follows: 

~pplie8tion of Funds 

Construction expenditures, less salvage 
Redemption and retirement of 5-1/2% 

preferred stock 
Retirement of serial notes and debentures 
Dividends 
Decrease in short-term. loans 

Total 

SOurces of Funds 

Net income 
Depreeiation and amortization 
Net proceeds from sales of securities -

Common stock 
Bonds 
Debentures 

Depreciation reserve a~ired 
Decrease in working capital 

$117,931,000 

16-,525-,.000 
600.,000· 

22,849,000 
15,650,000.· 

2173,605,000 ' .• 

$ 30, 258.,000. . 
34,4S2,OO()' 

38.,940,0.00 
34,750·,000· 
29,850',·000· 

28S,.OOO' 
5,067;000 . 

$173,605-,-000 

The balance sheet, axll:lexed to the application as pa..-t 

of Exhibit A, shows that the utility's net invcs-=ment in tele

phone plant as of May 31, 1965 was $626,704,833. The compa::l.Y· S 

working capital position on s~ddate consisted of current a~s~ts 

- 3 -



" , . 

amounting to $40,17l,480 ana current and accrued liabilities o~ 

$78,455,559, including sbort-ter.m notes payable to b~ts andt~ 

General Telephone & Electronics Corporation in respective suos 

of $3,040,000 and $23,000,000. The following sun:ma...-y ,based 

on in£or.mation appearing in EY~bit ~ appended to the appl~cation~ 

sets forth applicant's repor~cd capital ratios as of v.ay 31" 1965-.. 

tosether with adjustments giving effect to Cal the rede:np~ion a."'lC 

retirement of $15,000,000 par value of S-l/~ preferred stock, 

(b) the issue and s:lle, at par, of $25,000,000 aggregate par 

value of common stoCk recently authorized by this C~~ssion 

and ec) the issue Ol1ld ~lG of $30,000 .. 000, principal amOU!lt of 

debentures as proposed herein: 

Lonc.;-term debt 
Short-term notes 
Preferred stock 
Common stoc~ and surplus 

'rotal 

May 31. 1965 

48:.05% 
4 .. 22 

10,.54 
37.19' 

lOO'.O<r4 • 

Pro Forma 

Sl.9J6" 

7~9& 
40.11 

The Commission has considered this mat~er ano fin~s 

that: (1) the proposed issue of dobcnt'ol%'os is for ?:::,cper pu:t:'

poses: (2) applicant hOos need for adeitio~ funds from external 

sources for the pexposes set. forth in the applieatiQn; (3) the 

inclusion of a five-year rect:icted redemption prOvision in the 

tcxms of tho debentures will enable l1ppl::c~t to obtain funds a't 

a 10"w'1er annual cost than it otherwise c:ould~ (4) thepro:?Czed 

indenture woulcf not be adverse to the pul)lic: interes~1 (5) the 

money, property or la'bor to 'be procured or paid for by the issue 
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of the debentures herein authorized is reasonably' re~ired for 

the purposes specified herein; and (6) such purposes, except 

as oeherwise authorized for accrued interest, are not, in 

whole or in part,. reasonably chargeable to operating expenses 

or to income. 1>. public hearing is not necessary. 

on the basis of the foregoing findings we conclude 

that the application sbould be granted. The authorization 

herein given is for the purpose of this 'proceeding only and 

is not to be construed as indicative of amounts to be included 

in proceedings for the detex:m.ination of just and reasonable 

rates. 

IT IS ORD~ that:. 

1. General Telephone Company of california may invite 

the submission of written sealed bids for the purChase of 

$30,000,000 Aggregate principal amount of its Sinking Fund 

Debentures,. D\le September 1, 1990, such invitation for bids 

·to be pUblisbea at least five days prior to the date set for' 

the opening of the bids. 

2. General Telephone Company of California may exceute 

and deliver an inaenture in the same fom, or in substantially the 

same fom, as that attached to the amendment to· the .application <lS 

Exhibit G, ana may issue, sell and deliver said $30,000,000: of 
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debentures at '~e price offered in said ~ids which will result 

in the lowest annual cost of money calcul~ted ~s set ~orth in 

the Statement of Terms and Conditions Relating to Bids appended 

to the amendment to the application as Exhibit D. 

3. General Tclepl').one Company of california shall use 

the proceeds frc:n the issue- and sale of said debentures for the 

purposes specified in this proceeding. The accrued interest· 

may be used for such purposes or for general corporate. purpose:::. 

4. Immediately upo~ awarding the contract for the 

sale of said $30,000, ooe 0: debentures, General 'l'elepho!lc . 

Company of california shall file a w::ittcn report with the 

Commission showing, as to eaCh bid received, the n~e of the 

bidder, ~e price, the interes~ rate and the cost of money t~ 

applicant based on ~eh price and interest rate. 

s. ~'1ithin thirty days a!ter the issue and sale of the 

debontures herein ~u~orized, General Telephone Co~y of 

california Shall file with JChe commission three copies of its 

prospectus relating to said debentures. 

6. General Telephone Company of C3.lif'ol:'nia ~h~l :::ilC!! 

wi't.!."1. the COmmission a report, or reports, as required- 'by General 

order No. 24-B, which order, insofar as applic~lc, is he:eby 

made a part of this order. 



7. This order shall become effective on the day of 

payment by General Telephone Company of california of the fee 

prescribed by Section 1904 (b) of the Public utilities Code, 

which fee is $10,500, or on 'the tenth cay a£ter the cate 

hereof, whichever cay is later. 

at San Francisco, california, t:lri.sd day 

of --~~~~ __________ J 1965. 

1:J. tl:e <!i::pos1t1on' 0: 1~.p~!!>Jt~: --
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