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Decision No. 

BEFORE 'l"HE PUBLIC UTILITIES COMMISSION OF nm, STATE OF CALIFORNIA 

Application of General Telephone 
Company of California to issue and 
sell 1,000,000 shares of its, 
Common Stock ($20 par value). 

) 
) Application No.. S8953, 
) (Filed June 22, 1979) 
) 

---------------------------------) 

General Telepone Company of. California (General)" pur.cuant 
to Sections 817 and 81e: of the PUblic Utilities code, requests 
authority to issue and sell $20,000,000 aggregate par value of' its 
common stock to its parent corporation,. General Telephone & 

Electro~ics Corporation, a New York corporatioxl.Y . 

Notice of the filing of the application appeared on the 
commission • s Daily Calendar o:f June 26" 1979. 

13-' 

General is a California corporation engaged in ,the business 
of providing telephone service to·customers,,'in.port:i:ons ,of '2'0 
California counties. For the twelve months ended April 3-0,1979, . 

General has reported t.otal operating revenues of $1,012,.6.32:,000 ana 
net income of $110,743,000. 

General proposes to issue an additional 1,000,000 shares. , . , 

of common stock for the purpose of reimbursing its treasury for 
monies actually expended for capital purposes but not obtained' from 
external sources. The utility reports that as of April 30, 1979 

there is $506,282,000 of plant available for the issuance· of 
additional securities, as set forth in the following summary of 
Exhibit B, attached to the Application: 

lIGeneral Telephone & Electronics Corporation. owns 
all of the common stock of General Telephone 
Company of California. 

- 1 -



• 
!f. A.S89SZ mcm 

Telephone plant" net of depreciation 
Less: Deferred taxes 

Unamortized investment credit 

Total telephone plant available for 
the issuance of sec~rities 

Less securities outstanding: 
Proceeds from sale of common stock 
Proceeds from sale of preferred stock 
Principal amount of long-term debt 

Total telephone plant available for 

-, 

Amount' 
('I'housanas of Dollars) 

$2',489',437" 

$241,704 
99,974 

$623,764 
99,11~ 

918:,600 

341,678:. 

1,641,477 

the iss~ce of additional securities $ 506,282 
T 

General estimates that, as of September 30,1979" its short­
term indebtedness would be approximately $130',000,000, and that' all 
of the proceeds from such inc:1ebtednesswould have been spent for. 
capital purposes. 

'I'he Revenue Requirements Division of the Commission st,aff ' 
has evaluated the recorded construction expenditures of General for 
the two years ending December 31, 1978. The gross construction ' 
expenditures for those years, 1977 and 1978" totaled $79$,733",000. 
Review by the Revenue Requirements Division staff of Generalis 
current two-year future estimates confirms ,the need for, 'gross con­
struction expenditure requirements in excess. of $l,OOO,OOO~OOO. These 
estimated construction expenditures are consistent with inflationary 
trellds and past and proj ected illcreases in the n'Qlt\1:)er of main' 

" , 

stations. The estimated expenditures are required to' provide planned 
additions. to buildings" central offic'e equipmen't, statioll equ.ipment, 
outside plant, and other plant and equipment necessary to meet customer 
growth and movement, and for modernization, ana plant reJ?lacement.. The 
Revenue Requirements Division reserves the right, however, to recon­
sider the reasonablelless of any construction expenditUres in future 
proceedings .. 

General proposes to issue and sell the l"OOO~OOO' shares, 'of 
common stock at its par valUe of $20,000,000, on or before September: 30~ 
1979. 

- 2' -



.. . • , 
A.sa953 mcm 

General's reported capitalization~ratios as of April 30, 

1979, adjusted to reflect the propos1ed issue of stock, and also' 
including the 6-50,000 shares of cumulative preferred,: stock authorized 
by Decision No. 9021S" dated April 24, 1979~ in Application 
No. 58718, and the $75·,000,000 principal' amount of firs'tmortgage 
bonds authorized by Decision No. 9026,3, elated May S" 1979,. in 
Application NO'. 58747,. are suramarized from Exhibit:. B-,. at·tached to' 
the application,. as follows: 

April 30, 1979· Pro, Forma 

Long-term Debt 
Preferred Stock 
Common Equity 

'rota 1 

48-.3%,'. 
,5·.3·. 

, 46.4" 

100 .. 0% 

• I,',"", 

47.'eo,,· .'.' 
S.O,· 

44',.2 

100':. oe6 

The Revenue Requiremen'ts Division has reviewed the 
application and has concluded that the proposed· financing' is necessary 
to implement the company's construction budget. 

General has requested that the authority to issue the common 
stock become effective upon payment of the fee prescribed by the 
PUblic utilities Code. 
Findings of,Fact 

1. General is a CalifO'rnia corporation and a 'telephone 
utility stlbject to the jurisdiction of this eommission. 

2.. The proposed issue and sale of common stock would 
be for proper purposes. 

3.. General 'has need for external funds for the purposes 
set forth in the application. 

4. The money,. proper'ty or labor to be procured or paid for 
by the issuance of the common stock herein authorized is reasonably' 
required for the purposes specified herein, which purposes are not, 
in whole or in part, reasonably chargeable tQ< operating expenses or. 
to income. 

s. 1'here is nQc known opposition ana there is no reasonto'aelay 

~ranting the authority requested. 
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Conclusions of Law 

1. The application should be granted to the extent set 
forth in the order which follows. 

2. A pUblic hearing is not necessary. 
In issuing our order herein, we place General and its 

shareholders on notice that we do not regard the number of shares 
outstanding, the total par value of the sha.res not 'the dividends 
paid as measuring the return it should be. allowed to, earn on its 
investment in plant, and that the authorization herein granted is not ,. 

to be construed as a finding of the value of the c~mpany's, stock or 
properties nor as indicative of amounts to be included in ?rocecdings 
for the deterunation of just and reasonable rates .. 

IT IS ORDERED that: 
1. General Telephone Company of california,. on or after the. 

effective date hereof and on or before December 31, 1979, xnay issue.,. 
sell and deliver, at one time or from. time-to-tiine, to General 
Telephone & Electronics Corporation, at par for' ca~h, not exceeding 
1,000,000 additional shares of its $20 par value common s:tock. 

2. General Telephone Company of California shall apply the 
proceeds from the sale of stoek to the purposes, set forth. in the ' 
application. 

3. General Telephone Company of california shall file ,with 
the commission a report, or reports, as required by General Order 
No. 24-B-, which order, insofar as applicable-, is hereby made-a 
part of this order. 
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4.. 'l'his order shall become effec'tive when General Telephone 

Company of California has paid the fee prescribed by' Sections 1904 (b) 

and 1904.1 of the Public Utilities Code# which fee is $16,000. 
Dated at San Francisco,# California,. this' ht:J.., ,', day" 

'I 

of _---iDWJ.I.u;rG~II.llIS~T--, 1979. 
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