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Decision No. _ .. 7 .. 2.,,601.16~51o£-___ _ 
aBUUlll; 

BEFORE 'l'EIE POBLJ:C t1'l'rr,,"TIES COMMISSION OF 'l'BE STA1'E OF CALIFORNIA 

In the Matter of the Application ) 
of General Telephone. Company of ) 
Ca1i£Q~a, a co:poration, and ) 
california Water & 1'elephone ) 
Company, a corporation, for an ) 
Order of the Ccnxrmission: ) 
(a) authorizingGcneral Telephone ) 

CO%np"ll.y of california to· ~iJ:¢ ) 
all of the ~lts~ding stoCk of ) 
the california 'water & Telephone ) 
Company, a corporation, from' ) 
General. 'l'el.ephone & Eloetronics ) 
Corporation; (b) authorizing ) 
General· Telephone Comp~ of ) 
california.to iczuc Z,S7S,OOO ) 
$hares of its common stoek in ) 
pay.ment to· Gcne~Tcl~hone& ) 
El¢etronies CO~~~tionfor all ) 
of the. o~tst~;n9' stoCk of ) 
california Water & Telephone ) 
compZU"lY: .' ee) authorizing > 
caJ.i£O%nia Water & Telephone ) 
Company to merge into Gcnera.l ) 
'l'olcpho:J.c Ce:t1p<my of California: ) 
(d) authorizing Genc..ow-al Telephone ) 

Company of callfornia to' asStm1e ) 
the obligations of california ) 
Water «'Telephone Company to its ) 
debcntureholecrs and bondholders ) 
by 'cxccuting Indentures of ) 
Assumption: (e) authorizirJ,g ) 
General·. Telephone Company of ) 
c.aJ.ifornia. to· enter and engage in ) 
the telephone. business in the ) 
territory now served by Ollifornia. ) 
Water & Telephone Company, and (f) ) 
authOrizing' california Water « ) 
'I'elcphone Company 'tc> wi tbclraw :from ) 
the utility bUsi:cess. ) 

) 
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Bacigalupi, Elkus, Salinger & Rosenberg, by Claude N. 
Roseliberg and Charles d~ Y.. Elkus, Jr.., for 
Calj.fornia ~1ater & Telephone c~, applicant; 

A .. M. ~ and O'v.c!vcny « Myers, by Gra.."t<:mt L. Sterling, 
for Gcncru Telephone COmpany of caJ.:i.:fo:;nj.a, appliCZUlt i 

R. W. Russell, Chief Engineer and General Manager, 
Deportment of Public 'C1tilitics zmd Transportation, 
by K. D .. Walpsrt, for City of Los Angeles, interested 
party; 

M~nlei':- W. Edw:lrds and Sidney J. Webb" for the Commission 
staff. 

OPINION 
~- ...... .-------~ 

1'his is an application for 3n order of the COmmission 

authorizing california water & ~elcphone Company to merge into 

General Telephone Comp:my of ~ifornia, t09'ether witb related 

tr:::nsaetions including the issuance of 28 575,000 sha:l:es of the 

l<lttor's $20 par val.uc common stock in exc:hangc for all the 

outstanding capital stock of the former. 

Aftor due notice, a public hearing in this matter was 

held before Examiner Donovan in Los Angcles on June 7, 1967, at 

which time the matter was ta."ten under submission.. The Commi~io:l 

has received no protests in the proceeding. 

General Telephone Company of california is a califo:nia 

eo:z:poration engagee in business as a public utility providing 

telephone service in portions of the COunties of Fresno, Los 

Angeles, Orange, Sacramento, san BeJ:Dardino·, San Joaquin, Santa 

Barbara, Tulare, ventura and Yolo. All of it:s OT.ltstandinq <:QZ:I:mlon 

stock is owned by General Telephone & Eleetronic~ Co:pora:tion, a 

New York corporation. The latter is the sole stockholcler of 

caJ.ifol:nia Water & ~clephone Company... a Cal.ifornia eorpo:r:ation. 

- 2 ..; 



A.49356. MO" 

operating public utility telephone systems in portions of the 

Counties of Imperial~ Los Angeles, Rive%'sidc, San Bexnudino and 

San Diego. 

In this proceeding General Telephone company of 

california requests authority to acquire from i. ts parent company 

all of the out~tandin9' eapital stock of california Water & 

Telephone Company and, in exchange therefor, to issue 2,575,000 

shares of its $20 par value eommon stock in the ags:regate par 

value of $51,500,000. Upon consummation of such transaction, 

california "'Tater & Telephone Company, subjeet to, receiving 

authorization from this commission, pr~ses to ~crge into 

General Telephone comp:my of cal.i£o:ru.a as the :zurvivl.n9' corpo

ration. The latter woulcl assume all obligations and liabilities 

of, and enter into and Cll9119Q in the telephone business in the 

terri tory now served by, the fomer I which would cease public 

utility operations in, and "w'ithdraw from, said temtory. In 

addition, General Telephone COmpany of Califo:cnia seeks authority 

to execute and deliver' (1) a 'I'wenty-Fifth Supplemental Indenture 

and :tndcnturc of Assumption with respect to the outstanding bonds 

of california Water & Telephone Company ;;mcl (2) 0. Fifth 

Supplemental Indenture and Indenture of Assumption of Oblisa,tion 

under Debenture Indenture with rcspp..ct to the outstanaing 

debentures of california-Water & Telephone COmpany. 

pa.ge 1 of Exhibit No. G, filed in this proceeding, sets 

forth condensed :balance sheets of the applicants as of April 30, 

1967, ~ether with adjustments and a pro £04mabalance Sheet 
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9'i ving effect to the proposed merger, from which arc ob~od the 

following: 

Ccneral Colii"or:c1.a. 
TolOj'hone 'W'a.tor & 
ComPa.:lY o! Telephone Adjustments 

.\3a~t.'t Cg.ll fornUt Cpmmmr Drs or (Cr,) 

In terco:llPany' 
Q.CCOm:l.t:s 
receivablo $ 1,486,912 $ . 5077:3~9 $ (11,216) 

Other ~3et3 ~. '7'39, ?,?!.. 145" 7',6,9~ 

ToW &882 • 's'.9.4?? ~l&+234,~22 ~ 
Id.llbUit!es 

a:ad . 
Cnpital 

Inter~Qn7 
e.oCOD.'l1tc 
pc.ye.blo $ 4;A29,967 $ 510,9l5 $ ll,zt6· 

Otb.or liabili-
tics 500,2$4,669 73,Z72,767 

Cox:;mon stock 280,000,000 Sl,;OO,OOO* 
Other capital 91~~J .~~ 2.Q.~.~'J 

I' 
Total $!a?:IofZ6.~ ~2.23lu 2?.5 ~ ll~ 

* Aegrego.to stated vnlue of the 1,000 outstandillg 
sl:lareo or Cali.l"o~ Wate:::" & Telepbono Co~fS 
eo:mno.l1 ::toek to. be oxchtln€cd. tor 2,575,000 shares 
or General T e1epb.one Companj" of Cal1torma. IS' $20 
par value common stock. 

Pro ~ox;ma. 

$ l79$)70~5 
J,Q?6,Ih6,?10 

$M~~ 

$ 4,929,666· 

573,557,..436-
3)1~SOO,OOO 
J.~g,,~Z.~:2 

~0'.~a4/~!?-4~ 

As justification for the p:'oposcd mex'ger I applicants 

aJ.~ege that: (a) it will bcnefi t the public because both are 

prosently serving thQ some 9cncral area3 in southern california 

and, in certain instances I they have contiguous boundaries and 

their service aivi:;ions for operational purposes can in some cases 

bc c:cmbined for 9'%'catcr efficiency and economy; (b) the survivillg 

corporation has 1arSO%' financial resources and a larSe%' force of 

experienced cxccutives1ensincers and other teclmieal personnel 
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to devote to the operation an(i development of california Water 

& Telephone COmpany'D properties: and (c) centralizecl warehousing 
I 

of applicants' inventories, centralized training of employees .and 

a combination of accounting functions of the two companies will 

result in cost savings and operating efficieneios. 

Tho Commission has eonsiacred this matter and finds that: 

(1) the proposocl merger and documents will not be adverse to the 

p'Cblic interest; (2) the money, property or labor to be procured 

or paid for by the is::oue of the sto<:k herein authorize<l is reason

aDly required for the purpose specified herein; and (3) such 

purpose i:l not, in whole or in part, reasonaJ:>ly chargeable to· 

operating expenses or to income. Ontbe basis of these £indings 

we conclude that the application should De granted. 

In issuing our order herein, we place General Telephone 

Company of california and its sha.rehold~s on notice that we'do 

not re~d tho number of shares outstanding.r the total par value 

of the shares nor the cliviclcnds paid as measuring the return the 

company should be allowed to earn on its investment in plant ana 
that the authorization herein 9i VeIl. is not to be const:r:u.ed as a 

finding of the vaJ.uo of the company I s stock or properties nor as 

indicative of amounts to be incluaed in proceedings for the 

determination of just and reasonable rates. 

For rate-maJdng purposes the Commission deems it 

necessary for the surviving corporatiorJ. to maintain its reeords 

in such manner as will ena:ole the company I upon request by the 

Commission or its staff .. to prepare separated earning'S statements 
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for a particular exc:hange or 9%'OUp of exchanges exclusive of inter

CClmpany toll and intercompany multi-message unit operations, and 

the order herein will 80 provide. 

ORDER - ............... ~ 

XT IS ORDERED that: 

1. General Telephone Ccxnpany of califomia may acqu.ire 

all the outstanding' capital stock of califo:nia Water « Telephone 

Company and, in consideration therefor, may issue not exceeding' 

2,S75,000 shares of its common stock having an aggregate par 

value of $Sl,500,OOO. 

2... Califomia Water & Telephone Canpany may merge into 

General Telephone Company of California,. which transaction they 

may consummate as of July 1, 1967 for accounting purposes .. 

3. Gener:al Telephone Company of california, as the 

surviving corporation under the merger herein authorized, may 

asssume all the debts, liabilities and obll.gations of caJ.ifOl:l2.ia 

Water « 'relephone COm~y. 

4. General Telephone Company of california may execute 

and deli vor Supplemental Indentures and Indentures of Assumption 

in the same fo:z:m, or in substantially the same fo:cn" as Exhibits 

Nos. 3 and 4 filed in this proceedin9'_ It is unc1erstood that the 

last parag:raph on page l7 of Exhibit No.4, and the hezrOing tb.exeto, 

may be c1eleted. 

S. Genera.J. 'l'el.ephOlle Company of CaJ.i:fornia, as the 

surviving corporation under the mer9'er herein authorized, may 

enter into and engage in the telephone busilless in the territory 

now- served by california Water « Telephone Ccmpany. 
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6. Upon consummation of the merger herein authorized, 

eal.ifor.nia Water & Telephone company may cease ptll:>lie utility 

operations in, and withdraw fran, the territory served by said 

company. 

7. Wi thin thi:cty days a£ter consummating the merqer 

herein authorized, General Telephone Company of califorx:d.a sball 

notify the Comm:ission, in writing, of that fact. 

S.Within five days after the effective date of the 

merger herein authorized, General 'telephone COmpany of califol:Dia 

shall file with the Commission, ~ advice letter, a notice of 

adoption of the presently filed tariff schedulos of california 

Wa.ter & Telephone company. 

9. The respeeti ve tariff schedules of california Water 

& Telephone Company aDd General Telephone canpany of california, 

now On file with this Commission, swll be rcfiled within ni.nety 

days after the effective date of the merger herein authorized 

under the name of General Telephone COmpany of california, in 

accordance with the requirements of General Order No. 96-A, 

except that GeneraJ. ~el.ephone company of california may withdraw 

such of the merged corporation' s rules and standarcl fo:ans as are 

substantially identical with those of General Telephone COmpany 
\ 

of califo~a., anc1 the 'Withdrawal. of which will not :esult in 

increases in rates nor more restrictive conditions than the 

presently filed tariff schedules of either merged company. 

10. After COD.S'I:Immation of the merger herein authorize4, 

General Telephone COmpany of california shall maintain its records 

in such manner as will enable it, upon request by the commission 

-. 
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cr its staff, to prepare separated eaznings statements for a 

particular cxC::'lanso or group of exchanges. exclusive of inter

company toll and interc:ompany multi-message unit operations. 

11. General Telephone Company of California shall 

:file with the Camnission a report, or reports, as required by 

Genc~ Order No. 24-B, which creer, insofar as applicable, is 

hereby mace a part of th:.i.s oraer. 

12. Withl.n sixty cays after consummation of the 

merger herein authorized, General ~elephone Company of ca.lifornia 

shaJ.l file with the COmmission a copy of each jow:nal entxy used 

to record the merger on its :books of account. 

13. On or before the end of the t.1'lird month after 

consummation of the merger hel:cin authorized, General Telephone 

Company of cali£omia sba1 ' cause to be filed with the Commission .. 

in such fo:cn as it may prescribe, an·annual report, or reports, 

related to the operations of California Water & Telephone Company 

eovering the pe.rioQ commencing wi t:h the first day of the current 

year to and including the effec:ti vc date for accounting pu:r:poses 

of the merger. 

14. 'l'he effective date of this order shall be ten days 

after the date hereof. Unless exercised, the authority herein 

granted shall expire on Deee.mlx:r 31, 1967. 

Dated at ____ S_3.n_Fr3.n __ ~_seo.;..;.... __ _...J. ca.J.ifornia, this 

~ z;G; day of ____ ~~~~ __ -----" 1967. 
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