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Decisien NO'. 
91.435 MAR 18 1geo -------

BEFORE THE PUBLIC UTILITIES COmlISSION OF' TEE STATE OF C.A;tIFOm.'M. 

~pplieation or General Telephone 
CompSllY or Califernia to' isso.e 
and sell 3~OOO,OOO shares or its 
Commen Stock ($20 par value); to' 
issue ~d sell ~ot exceedi:g 
$65,000,000 par er stated value 
of Preferred and/er Preterenee 
Steck; to' issue and sell, not 
excee~g S125,000,000 principal 
amO'1.mt o! First Xertgage Bonc.s, 
Series CC, Due 2010, and to 
exeeute and deliver a Supplemental 
IDdenture~ 

--------------------------) 
OPINION _ ....... _ ... ......-..-. 

Ap~licatiO'n NO'. 59401 
(Filed Januar.y 24, 1980) 

a:ld 
Amendl::lent 

(Filed February 20, 1980) 

General Telephene Company O'f Califernia (General) seeks 
authority (a) to' issue Slld sell $60,000,000 aggresate par value er 
its Ce::on Stock to' its parent cerperatien, General Telephene & 
Electronics CorpO'ratien, a New York cerpo::-atieJ:{ (b) to issue a:ld 
sell in one or mo::-e issues net exceeding $65,000,000 par er stated 
value O'f Preferred and/er Preterence StoCk (hereinafter Preferred 
Steck); (c) to issue and sell not exceeding $125,000,000 principal 
aJllO'unt of First l':ortgage Bonds (New BondS) i:o. ene or mere se::-ies; 

15 

a:::.d Cd) to' execute anc. deliver a S'tl1>plemental Inc.enture or Inde:c.tu=es. 
General requests this autherity pursuant to' Sectio:'.s 816 

through 818 and Section 851 ef the Public Utilities Code. Notices 
ef the filing of the ApplicatiO'n and Amendment were ~ublished on the 
Commission t S Daily Calendars or J'BIlUa:ry 2S, Slld Febru.ar,r 22, 1980, 
respectively. 

General TelephO'ne & ElectroniCS CorporatiO'n owns all o~ the 
Common Steck or General Telephone Company of Cali1'er.c.ia. 
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General is a California corporation engaged in the 
business of providing telephone service to customers in portio~s 
of 20 California Counties. For the 12 mOllths ended November ,a, 
1979, the utility reported total operating revenues or 
Sl,loo,25O,000 and net income or $11;,19;,000. 

General's Balance Sheet as of November ;0, 1979, attache~ 
to the Application as Exhibit A, is Sl.lJDmarized as follows: 

Assets 

Telephone Plant Less 
Accumulated Depreciation 

Investments 

Current Assets 

De£erred Charges 

TotaJ. 

Liabilities and CommoD Eouity 

Common Equity 

Long-Term Debt 

Current Liabilities 

Accrued Liabilities 

De1"erred Cb.arges 

~otal 

-2-

$2,698,064,000 

2,707,000 

207,892,000 

29,692,000 

$~ ,938, 355,000 

$1,084,962,000 

1,099,290,000 

277,710,000 

80,99;,000 

392,400,000 

52,938,355,000 
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The puxpose 1'or issuing additional securities is to 
reimburse the utility for monies actually expended ~o~ capital 
purposes but not obtained 1'rom external S01Xrces. ~e utility reports 
that as o~ November ;0, 1979, there is S406,195,000 o:! plant available 

~or the issuance 01' additional securities, as set !orth in the 
following summary: 

Telephone Plant, Net or DepreCiation 
Less: Deterred Taxes 265,687,000 

Unamortized Investment Credit 119,372,000 
Total Telephone. Plant Available 1'or 

The Issuance ot Securities 
Less Securities Outstanding: 

hoceeds rrom Sale ot Common Stock 64;,764,000 
Proceeds from Sale of Pre1'erred 

Stoek 163,756,000 
Pri:lcipal ~ount 01' Long-Term Debt 1,099:290 ,000 

Total Telephone Plant Available 1'or 
the Issua:lce ot Mdi tional 
Securities 

.Amount 
$2,698,.064,000 

385,029,000 

1,906 ,810,000 

$ 406,195,000 

Gene=al estimates its short-te:m indebtedness as 01' the dates 
sho'\\':l below, which dates correSJ:>o:c.d with dates OIl which the 1'inaJlciIlgs 

will take place, to 'be as :follows: 

1. l1arch 31, 1980 (betore the anticipated 
issuance or $20,000,000 01' Common Stoek) S205,6;7~OOO 

2. .A.pril:;O, 1980 ('betore the anticipated 
issuance of $1?5,.OOO,000 or Fi=st 
Mortgage BondS a.ud S40,. 000,. 000 ot 
Preferred Stock) $22;,8;7,000 

;. July ;1, 1980 (before the a:c.ticipated 
issuance o! S40~OOO,.OOO o! Common StoCk $128~4;7,.OOO 

4. September ;0, 1980 (before the 
anticipated. issuance of $25,000,000 
of Pre!erred Stock) $1;1,8;7,000 

Jll proceeds are planned to spent for capital puxposes. 
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The Revenue Requirements Division of the Commission's 
sta:rr has evaluated the eonstruetion expendi tuxes of General for 
the past two years ending December ~1, 1979- The gross e;q>enditures. 
for the years 1978 and 1979, totaled $1,0;2,65;,000. Review by the 
stat! of the Revenue Requirements Division of the 1980 estimates 
made by General eonti=ms the need for gross eonstruction expenditures 
in excess or $610,000,000. This increase in construction expe:c.d.itures 
is consistent with inflationar,y trends and the past and projected. 
increase i:o. the number of main stations. The estimated expenditures 
required. to provide planned additions to buildings, central oftice 
equipment, station equipment, outside plant and other plant ~d. 
equipment are necessa.~ to meet customer growth and. movement, 
modernization and plant replacement. The Revenue Requirements 
Division reserves the right, however, to reconsider the reaso~ble:c.ess 
ot aX:1 construction expenditures ill future proceedings. 

General • s proposed issue of' ;,000,000 shares ot $20 :par 
value Com:non Stock is to be sold to General's parent corporation, 
General Telephone & Electronics Corporation, on or betore 
September ;0, 1980. 

General proposes to issue and sell, in one or more series, 
Preferred StoCk not exceeding $65,000,000 of $100 par or stated 
value on or 'betore September :;0, 1980. General anticipates the 
Preferred StoCk will be sold by private placement. A final decision 
as to the method or sale, whether by competitive bidding, negotiated 
sale, or private placement, will be made by the utility at a date 
closer to the actual sale. The n'Ulllber or issues, the exact aggregate 
amount, the terms, and the nature and extent of' the preference of the , 
Preterred StoCk to be issued by General have not yet been negotiated 
and will be determined by market conditions prevalent at the time of 
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negotiation. Rowever~ it is General's best e$timate~ based on 
current market conditions, that the Preterred StoCk will have 
terms, ,rights and preferences which will not var,y materially !ro~ 
prior series. A summary ot the terms of the issue is shown below: 

a. nice and par value: Either $100 or a stated va1ue~ 
the total or wbich will tor all shares issued 
not exceed $65,000,000. 

b. Di vidends: Not to exceed 8.J'l amount to be determined 
by market conditions at the date of sale. 

c. Li~uidation preference: Asset preference over Commo~ 
Stock. 

d. Voting Rights: Only it dividends are in default. 

e. Sinking Fu:c.d: If established, probably will not exceed 
twe~ty-five years. 

f. Redemption: At the option or the utilit,y~ the stock 
would decline from $100 plus a premium in the first 
yea::: to a:pproximately $100 per share in the twenty-!,i!th 
year, ~~th restrictions on the sources of !~ds trom 
which redemptions can be made. 

General ~~ll advise the Co~ssion by letter, prior to the 
date of sale or the Preferred StoCk~ of the terms and conditions ot 
the Preferred Stock to be sold by the utility. 

General proposes to issue and sell~ in one or more series, 
its First ~ortgage Bonds not exceeding S125,000,000 principal amount 
on or 'before June ;0, 1980. General proposes to issue the bonds 
:pursuant to either a negotiated sale or 'by competitive bidding. For 
reasons set forth below, General requests exemption !rom the competitive 
bidding requirement or the Commission as set forth in Decision 
No. 38614 as amended by subsequent decisions in Case No. 4761. The 
New Bo:nds are to 'be issued ill accordance with., secured by, a:c.d are 
to have the terms 8J'ld co:nditions as set forth in the Indenture dated 
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Dcce~ber 1, 1939~ executed and delive~ed oy the utili~ to Security 
Pacific Natio~al Bank, as T~stec, as a:ended by Supple:ental 
I:ldentu:-es, a:ld the proposed SuP?le::.e::::al I:lde::::u:-e dated ),,})::'i1 1, 

1980 and attached to the ~pplicatio~ as Exhibit C. Exhibit C provides 
among other things that the NeON Bon.ds may not be :-edee:ted to::' 3. period 
of five yearc. 

General's 
competitive bidding 
a,re as follows: 

o 

reasons for req~esting exe:ption :rom the -requirement a$ set !ort~ in the Application 

a. Eigh de~~d tor f~ds by borrowe:s, together 
with ~te.:-est !'ates :3.t or :lea.:" all-ti::e highs, ha\"e 
created conditions whereby lenders a=e very selective 
~ credit ~arkets • 

b. In September 19?9, St~cia:-d and ?oor's, a securities 
~ating agency~ do~~graded Applicant's credit rating 
for ?irst ~ortgage Bonds !ro~ A+ to A,' sinki~g fund 
debentures from EBB- to BBB~ and preferred. stock 
fro::. A+ to A-, ~d there is a·strons possibility ot 
further do~~grad~s prior to the sale of the New Bonds. 

c. General's t~es ~terest coverage declined to the 
e~ent t~t in Marc~1980, the utili~y will not meet 
~he ea.~ings to !ixed charges o~ ~ot less than 2.25 
to 1 co~'rage re~uirements of a $;O~OOO,OOO promissory 
no~e~ ~he=eby pe~ittins the le~de::, to call ~hc loan. 

General states that the above conditions require it to have greater 
flexibility i~ dete=min~ the method ot sale of the New Bonds, i.e. 
by negotiated sale or by coopetiti~e bidding in the best interest o! 

the utility and its shareholders. 
General s~ates in the Applicaticn that the pre-orfering 

:marketing ef!'orts will aid i:l the successful sale of the New Bonds 
because unde~Titersand eealers who are part of a negotiating group 
can :ore precisely ascertain in advance the marketability of the 
offering. General states that uneer competitive bidding, pre-market~ 
efforts are not as effective since each bidding group does not know 
that it will ~e the zuccessful bidder until after the bids are 
received, thus, the cost o~ ~oney to General in a negotiated 
transaction may be lower where pre-marketing efforts have been made. 
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General alleges., that due to the market conditions and 
the utilityts credit rating, it must have nexibility to make 
decisions concerning the timing of· the offering in order to control 
the offering as close to the proposed date of sale as possible. 
General states it can obtain more !lexibility through a negotiated 
sale than would be the ease if the sale were subject to competitive 
bidding. 

General states that the size of the offering of its New 
Bonds is such that their marketability and distribution will be 
enhanced by participation from as large a group of unde~Tite=s 
and dealers as possible. General believes competitive bidding woule 
restrict the available number of underwriters and dealers and would 
result in segmented bidding groups which would result in a smaller 
group of bidders and the cost to the utility would be bigher as a 
result. 

General's capital ratios reported as of November 30., 1979, 
and as estimated as or Septe:riber ?O or 1980 a!ter gi ting eff'ect to 
the proposed issuance of 3,000.,000 shares of Com:o:::. Stock at 520 
par value to produce net proceeds of $60,000.,000; the proposed 
issua:c.ce and sale or S65,000,000 par or stated value o:t Pre!'erree 
andlor Preference Stock; and the issue or issues and sale of 

$125,000,000 principal amount or First l':ortgage Bonds are s'Wllma..-ized 
as follows from Exhibit :8, attached to the Application: 

Long-Term Debt 
Pre:rerreci Stock 
Common Eo.,ui ty 

Total 

November 30, 19'a 
50.~% 
7.6 

42.1 
100.0'~ 

Pro Forma. 

50.3% 
9.4 

40.3 
100.0% 

The Revenue Requirements Division has reviewed the 
Application Slld has concluded that the proposed t'inancing is 
necessary to implement the compacyts construction program. 
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Findings o~ Fae~ 

1. General is a Cali!or.c.ia corporation o~rating "C:C.der the 

jurisdiction or this Commission. 
2. The proposed Common Stocie., he:rerred Stock or Pre!erence 

Stock and First :t1ortgage Bonds., would be :ror proper purposes. 
~. General has need :ror external tunds tor the purposes set 

torth in the Application. 
4. The pr~osed five-year restricted redemption provision, 

tor the First ~ortgage Bonds, is reasonable. 
5. The money't property or labor to be procured or paid to::­

by the issuance and sale 01' Coxcmon Stock., Pre1'erred Stock sd the 
First l'lortgage Bonds, herein authorized, is reasonably required 1'or 
the p~~oses specified hereinop ~hich purposes are not, in whole or 
iD part, reasonably chargeable to operating expenses or to inco::le. 

6. The sale o~ the proposed bonds should not be reQUired to 

be through competitive bidding. 
7. The proposed Supplemental Inde~ture would not be adverse 

to the public interest. 
S. There is no known opposition and no reason to delay 

granting the a.uthori t:r requested. 

Conclusions o~ Law 
1. A public hearing is not necessar.1. 
2. ~he Application should 'be granted to the extent 'set forth 

in the order which tollows. 
In issuing our order herein, we place General and its 

shareholders on notice that we do not regard the number 01' Shares 
outstanding., the total par value of the shares nor the dividends 

paid as mea.su:ting the return it should be allowed to ear.c. on its 
investment in plgnt~ and that the authorization granted herein 
is not to 'be construed as indicative or 8lnouc.ts to be included in 
proceedings tor the determination o! just and reasonable ra.tes. 
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ORDER ------- .... 
IT IS ORO:ERED that: 

1. General Telephone Company of California,. on or a.!ter 
the effective date hereof and on or before September ;0,. 1980, 
may issue,. sell and deliver, at one time or trom time to time .. to 
General Telephone & Electronics Corporation,. at par tor cash,. not 
exceeding 3,.000,.000 additio~al shares ot its $20 p~ value Commo~ 
Stock. 

2. General Telephone CompaJ::r of Calirornia on or a.!ter the 
e!!ecti ve date hereot,. a:c.d on or before September ,0,. 1980 ltaY 

issue, sell and deliver 565,000,000 par or stated value of 
Preferred Stock by private placement, or at General's option by 

negotiated sale or co~etitive bidding, in one o~ more series,. and 
subject to tentS and conditions or a purchase agreement to be entered 
iIlto with purchasers of the Pre!erred Stock. 

3. Within;o days a!ter issuing, selling md delivering 81ly 

Preferred Stock, Gene~a1 Teleph.one COI:lpatly ot California shall .file 
with the Com::nission, a letter sett:i.:c.g forth the exact aggregate 8l:our.t, 
the ter.cs and conditions, and the nature a:d extent of the preferences 
o.f the Pre.fened Stock. 

4. In the event General Telephone or California utilizes its 
option to sell the Preferred Stock either by competitive bidding or 
by a negotiated offering, it shall file as soon as available three 
copies of its .final prospectus relating to the Preferred Stock. 

5. General Telephone Company or California may execute and. 
deliver a Supplemental Indenture or Indentures in substantially the 
f'orm o~ Exhibit C attached to the Application. 

6. On or before June ;0, ~980, General !relephone Compa:y of 
California may issue, sell and delive~in one or more series,its 
Pirst Mortgage Bonds'in the aggregate principal amount not exeeedin~ 
$125,000,000 at a price obtained by negotiated sale, or i:f by 
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competitive bidding, at the price or prices offered in a bid which 

would result in the lowest annual cost of money to it calculated 
in the ma:c.ner provided in the Invitation for Bids, a copy of which is 
attached to the Application as a part of Exhibit D. 

7. The sale by General Telephone Comp~ or Calirornia of its 
First Mortgage Bonds in the aggregate principal amount not exceedine 
$125,OOO~OOO, is hereby exempted from the Commission·s competitive 
bidd.ing rule set !orth in Decision No. ;8614, dated J'anua..7 15, 1946, 
as amended, in Case No. 4761. 

8. It the First ~ortgage Bonds are. sold by competi ti ve bidding, 
General Tel~hone Company of California Shall file a ~~tten report 
with the Commission promptly after awarding the contract for the 
sale of First Mortgage Bonds Showing, as to each bid received, the 
nace of the bidder, the price, the interest rate and cost of money 
to it base~ upon such price and interest rate. 

9. As soon as available, General Telephone Compa:ly or 
Califo~ia shall rile with the Commission three copies or its r~al 
prospectus relating to the First Mortgage Bonds. 

10. General Telephone Company of California shall apply the net 
proceeds from the sale of the Co:r:.unon Stock, Preferred Stock, and the 
First Mortgage Bonds to the purposes set rorth in the Applicatio::.. 

11. Within thirty days after issuing, selling and deliver~6 
a:rry or the Common Stock, h-ererred Stock~ or First Mort~a~e Bonds 
herein authorized, General Telephone Comp~ of California shall rile 
with the Commission a statement in accordance with General Order . 
No. 2~:S~ disclos~ the '1)UX"POses tor which the "roeeeds were used. 
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12. This order shall become effective when General Telephone 
Company of California bas paid the fee prescribed by Section 1904(b) 
and 1904.1 of the Public Utilities Code, which fee is $14~,OOO. 

Dated. MAR 18 1980 , at San Francisco, Califo=nia. 

~~.~ 

Co=!.ss!.onor Cl~irc T. Dedrick .. be1r.g 
noec3s~ily ~b~ont~ did no~~tic1~ato 
1n ~O d!~sitio~ o! ~s ~rocoo~. 
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