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ORICHAL

BEFORE THE PUBLIC UTTLITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. ___'Z2665

In the Matter of the Application
of General Telephone Company of
California, a coxporation, and
California Water & Telephone
Company, a corporation, for an
Ordexr of the Commissica: '

(2) authorizing General Telephone
Cempany ¢of Califormia to acguire
all of the outstanding stock of
the Califormia Water & Telephone
Company, a corporation, f£rom
General Telephone & Eloctronics
Corporation; (b} authorizing
Generzl Telephome Company of
California to issue 2,575,000
shares of its common stock in
Payment to Gonerzl Televhone &
Elcctronics Corporztion for all

of the outstanding stock of
California Water & Telephone
Cempany; - (¢) authorizing
Califormia Water & Telephonc
Company 0 merge into General
Telephone Ceapany of Californias
(@) authorizing Gemeral Tclephone
Company of California to assme
the obligations of California
Water & Telephone Company to its
debenturcholders and bondholders
by executing Indentures of
Agsumption: - (e) authorizing
Genexal Telephone Company of
California to enter and engage in
the telephone business in the
texxitory now served by California
Water & Telephone Company, and (£)
authorizing California Water &
Telephone Company o withdraw from
the utility business.

Application No.49356
Filed May 9, 1967
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Bacigalupi, Elkus, Salinger & Roscnberg, by Claude N.
Rosenberg and Charles de Y. Elkus, Jr., for
California Water & Telephone Company, applicant;
A. M. Fart and O’Melveny & Myers, by Graham L. Sterling,
for General Telephone Company of California, applicant;
R. W. Russell, Chief Engincer and General Managerx,
Depaxrtment of Public Utilitics and Transportation,
by K. D. Walpext, for City of Los Angeles, interested

Yty
Manley W. Edwards and Sidnev J. Webb, for the ccmm.ss:.on
staff.

OQPINION

This is an application for an order of the COnm.ss:Lon
authorizing California Water & Telephone Company to merge into
Genexal Telephone Company of California, together with related
transactions including the issuance of 2,575,000 shares of the
lattexr's $20 paxr valuc common stock in exchange for all the |
cutstanding capital stock of the former. |

Aftcr due notice, a public hearing in this matter was
held before Examiner Donovan in Los Angeles on June 7, 1967, at
which time the matter was tiakeﬁ under sukmission. The Commission
has received no protests in the proceeding.

Genexal Telephone Company of California is a Califormia
corporation engaged in business as a public uwtility providing
telephone sexwvice in portions of the Counties of Fresno, Los
Angeles, Orange, Sacramento, San Bernardino, San Joaquin, Santa
Ba.rba:a, T™ulaxe, thura and Yolo. All of its outstanding common
stock is owned by Gem.ra. Telephone & Electronics Corporation, a
New York corporation. The latter is the sole stockholder of

California Water & Telcphonp Cempany, a Califormia co:poz:at:xon
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operating public utility telcephone systems in portions of the
Counties of Imperial, Los Angeles, Riverside, San Bernardinoe and
San Diego.

In this proceeding General Telephone Company of
California requests authority to acquire from its parent company
all of the outstanding capital stock of California Water &
Telephone Company and, in exchange therefor, to issue 2,575,000
shares of its $20 par value common stock in the aggregate par
value of $51,500,000. Upon consummation of suck transaction,
California Water & Telephone Company, subject to receiving
authorization from this Commission, proposes to merge into
General Telephone Company of California as the sﬁrviving corpo—
ration. The latter wouid assume all c¢bligations and liabilities
of, and enter into and ongage in the telephone businecs in the
territory now served by, the former, whiéh would c¢ease pudblic
utility operations in, and withdraw freom, said territory. In
addition, General Telephone Company of California seeks authority
to exccute and deliver (1) a Twenty-Fifth Supplemental Indenture
and Indenture of Assumption with respect to the outstanding »onds
of California Water & Telephone Company and (2) a Fifth
Supplemental Indcenture and ‘Indenture of Assunption of obligation
under Debenture Indenture with respect to the outstanding
debentures of California Water & Tcelephone Company.

Page 1 of Exhibit No. 6, filed in this proccediné, sets
forth condensed balance sheets of the applicants as of April 30,

1967, together with adjustments and a pro forma balance sheet
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giving effect to the proposed merger, from which are obtained the

following:

Aggata

Intercompany
accounts
recoivable

Other assets

Total

Liablilitias
and .

Capital

Intercompany
accomtc
poyeble

Other abils~

ties
Cormon. stock
Othor capital

Total

Ceneral
Telophono
Company of
Californta

$ 1,486,912
220,229,224

2582.226,036

$ 4,429,967

500,284,669
280,000,000

B8R 206,136

California
Water &
Telephono

$ . 507,339
48,706,996

BULE,23,325

& 520,515
73,272,767

51,500, 000%

20,950 643

AdSustments
Cr

8 (1,216)

*..*: (2; 2;62

4,929,666

- 57355575436
- 331,500,000
112,462,043

& 1,06 B

4
2346 234,925

$ 126 # ao’ségéfié';_%_z

* Aggregate stated value of the 1,000 outstonding
shares of California Water & Telcphono Company’s
comuon s%0ck to bo exchanged for 2,575,000 shares

of General Telephone Company
yar value cormon stock. '

of Californin's $20

As justification for the proposed mergexr, applicants
(2) it will bconefit the public because both are

allege that:

presently serving the same goneral areas in southern Califormia

and, in certain instances, they have contiguous boundaries and

theixr service divisions for operational purposes can in some cases

be cembined for greater efficicney and econemy: (b) the surviving

corporation has larger financial resources and a larger force of

experienced executives, engincers and other technical personnel
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to devote to the operation and development of California Wateor

& Telephone Company’s properties; and (¢) centralized warehousing
of applicants’ inventories, centralized training of employeeé and
a combination of accounting functions of the two companies will
result in cost savings and operating cfficiencies.
The Commission has considered this matter and finds that:

(1) the proposcd merger and documents will not he adverse to the
public interest; (2) the money, property or labor to be procured
or paid for by the issue of the stock herein autho::i.zed is reason-?
ably required for the purpose specified hercin; and (3) such
purpose is not, in whole or in part, reasonably chargeabie to
operating expenses or to income. On the basis of these findings
we conclude that the application should be granted.

| In issuing our order herein, we place General Telephone
Company ¢f Califormia and its shaxeholders on notice that we do
not regard the number of shares outstanding, thc_: total par value
of the shares nor the dividends paid as measuring the zeturn the
company should be allowed to earn on its investment in plaizt and
that the auwthorization herein given is not to be comstrued as 2
finding of the value of the company's stock or properties nor as
indicative of anounts to be included in proccedings for the
determination of just and reasonable rates.

For rate-making purposes the Commission deems it

necessary foxr the surviving corporation to ma:z.nta:m its records
in such manner as will enable the company, upon regquest by the

Commission or its staff, to prepare separated eamings statements
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for a particular exchange or group of exchanges exclusive of intex-
company toll and intexcompany multi-message unit operations, and

the order herein will go provide.

IT IS ORDERED that:

l. General Telephone Company of California may acquire
all the outstanding capital stock of Califormia Water & Telepbone
Company and, in comsideration therefor, may issue not exceeding
2,575,000 shares of its common stock having an 2ggregate par
value of $51,500,000.

2. California Water & Telephone Cmpanyi may merge into
Genexal Telephone Company of California, which transaction they
may consummate as of July 1, 1967 for accounting purposSes.

3. General Telephone Company of California, as the
surviving corporation under the mergexr herein authorized, may
2sgsume all the debts, liabilities and obligaticms of Califormia
Water & Telephone Company. | |

4. General Telephone Ccmpany of California may execute
and deliver Supplemental Indentures and Indentures of Assumption
in the same form, or in substantially the same form, as Exhibits
Nos. 3 and 4 filed in this proceeding. It is mderétood that the

last paragraph on page 17 of Exhibit No. 4, and the heading therxeto,
may be deleted. ‘ ‘

5. General Telephone Company of California, as the
surviving coxporation under the merger herein authorized, may
enter into and emgage in the telephone business in the terTitory
now served by California Water & Telephone Company .
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6. Upon consumation of the mexrger herein authorized,

California Wéte:: & Telephone Company may cease public wtility

operations in, and withdraw fram, the territory served by said
company .

7. Within thirty days after consumating the merger
herein authorized, General Telephone Company of california shall
notify the Commission, in writing, of that fact.

8. V‘Within five days after the effective date of the
nexger herein auvthorized, General Telephone Company of California
shall file with the Commission, by advice lettex, a notice of
adoption of the presently filed tariff schedules of California
Water & Teléphone Company. |

9. The respective tariff schedules of california Watex
& Telephone Company and General Telephone Company of Califorxmia,
now on file with this Commission, shall be refiled within n.inety
days after the effective date of the merger hexein authorized
undex the name of General Toelephone Company of California, in
accordance with the requirements of General Order No. 96-A,
except that Gerneral Telephohe Company of Californiz may withdraw
such of the mexrged corporation’s rules and standard forms as are
substantiélly identical with those of Generzal Telephone c@pany
of California, and the withdrawal of which will not result in
increases in rates nor more restrictive conditions than the
presently filed tariff schedules of either merged company.

10. After consummation of the merger herein authorized,
Gemeral Telephone Company of Californmia shall maintain its records

in such manner as will enable it, upon request by the Commission
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or its staff, to prepare separated earnings statements for a
particular exchanga or group Of exchanges exclusive of inter-
. company tbll and intercompany multi-message unit operations.

1. General Telephone Campany of California shall
file with the Commission a report, or reports, as required by
General Oxder No. 24-B, which order, insofar as applicable, is
hereby made 2 part of this order.

12, Within sixty days after consummation of the
mexger hercin authorized, General Telephone Company of California
shall file with the Commission a copy of each journal entry used
to record the merger on its books of account.

13. On or before the end of the third month after
consummation of the merger hercin authorized, General Telephone
Company of Califormia shall cause to be filed with ’the Commission,
in such foxm as it may prescribe, an amual report, or reports,
related to the operations of California Water & Telephone Company
covering the period commencing with the £irst day of the current
year to and including the effective date for accounting purposes
of the merger. | |

l4. The effective date of this order shall be ten days
after the date hereof. Unless exercised, the authority herxein

granted shall expire on December 31, 1967.

Dated at San Frasetsco , California, this
-
°§',Z > day of , 1967.

L\Wm

At e A B
Lt -

Commissioner FrolP-SEMIRERT,. veing
-8 - necessarily adsent, did net partipipate
1 the disposition of this progecding.




