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92713 
Decision No. 

Application of General ~elephone 
CO~a:lY of California to issue 
~d sell not exceeding 4,500,000 
shares ot its Co~on Stock (S20 
pa: value); to issue and sell not 
exceeding $50,000,000 par 0::­
stated value or Pre!e::-red Stock; 
and to issue and sell not ey.ceed­
~g 5250,000,000 principal amount 
ot First Mortgage Bonds ~ one 
or more series, ~d to execute 
~d deliver a Supplemental 
Indentu:-e(s). 

-
Application No. 6016, 

(Filed December ,0, 1980) 

OPINION .............. ...- ...... -
General Telephone Company of California (General) seeks 

authority, pursuant to Sections 816 through 818 and 851 ot the 
Public Utilities Code, for the following: 

1. To issue and sell for cash $90,000,000 asgresate 
par value of General's Common Stock, 520 par 
value, to its parent corporation, General Telep~one & 
Electronics Corporation, a New York corporation; 11 

2. to issue and sell tor cash, in one or more series, 
General's Preferred Stock, SlOO par or stated 
value, not to exceed $50,000,000; 

,. to issue and sell tor cash not to exceed 
$250,000,000 principal amount of General's First 
Mortgage Bonds (New Bonds) in one or more series; and 

4. to execute and deliver a Supplemental Indenture 
or Indentures. 

11 General Telephone & Electronics Corporation owns all of the 
Commo~ Stock of General Telephone Company of California . 
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In connectio~ with this proceeding, General ~aic a tee 
o! $21,,000. However, the tee prescribed by Sections·l904(b) 
and 1904.1 of the Public Utilities Code is Sl96,ooo, after tat~g 
c~dit for the refunding of 510,000,000 principal amount ot First 
Mortgage Bonds, due in October 1980. General is, therefore, 
entitled to a refund of $17,000. 

Notice of the filing of the a,~lication ap,eared on the 
Comoission's Daily Calendar on Januar.y 6. 1981. No protests have 
been received. 

General, a Calitornia co~oration, engages in the business 
of providing telephone service to its customers located in portions 
of 20 California Counties. For the twelve months ended November ;0, 
1980. General reports it generated total operating revenues of 
$1,215.,094,000 and net incoile .ot $64',452,000, as show:c. in the 
a~~lication as ~art or Exhibit A. 

General's Balance Sheet as of November ,0, 1980, sho~~ in 
the application as part of Exhibit A, is summarized as follows: 

Asset!=; 
Net Telephone Plant 
Other Investments 
Current Assets 
Deferred Debits 

Total 

Liabilities ~d Eouity 
Common Stock Equity 
Preferred Stock 
Long-Ter.m Debt 
Cu.-rent Liabilities 
Accrued Liabilities 
Deterred Charges 

Total 
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knOu."'lt 

S,,07;,076,000 
3,347,000 

267,967,000 
39,229,000 

53,385,619,000 

980 , 671 ,000 
194,98,,000 

1,221,059,000 
429.717,000 

96,298,000 
462,891 ,000 

$3,385,619,000 
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The purpose of issuing additional securities is to reimburse 
the utility for monies actually expended for capital purposes but 
not obtained from external sources. The utility reports that as 0:£ 
N'o"1ember 30, 1980, there is S5O.5,408,000 ot plant available for the 
isSUance or additional securities, as set forth in the application 
as part: of Exhibit :s and as show:. in the following summa...-y: 

Telephone Plant, Net of Depreciation 

Less: De:£e::-red Taxes $ 294,484,000 
Unamortized Investment Credit 157,017,000 

Total Tele~hone Pl~t Available tor 
the Issuance of Securities 

Less Securities ~tstanding: 
Proceeds from Sale of Common Stock 
Proceeds from Sale of Preferred 

Stock 
Principal Amount of Long-Term Debt 

Total Telephone Plant Available tor 
the Issuance Of Additional 
Secut'ities 

S 70,,764,000 

193,3-44,000 
1,221,059,000 

.Alnount 
$,,07.5,076,000 

451,501,000 

S2,62,,575,000 

2,118,167,000 

S 505,408,000 

General est~ates its short-te:m indebtedness as 0:£ the 
dates sho~~ below, which dates correspond with dates on which the 
financings will take place, to be as follows: 

a. March ,1, 1981 (before the anticipated 
issuance of $,5,000,000 of Common Stock 
and $150,000,000 of First Mortgage 
Bonds). 5266,139,000 

b. June 30, 1981 (before the anticipated 
issuance or 550,000,000 of Preferred 
Stock) . ', 521.5,224,000 

c. November~, 1981 (before the 
anticipated issuance of 555,000,000 
of Co=con Stock and $100,000,000 of 
First Mortgage Bonds). $250,035,000 

• All proceeds are planned to be spent tor capital :purpos;s. 

-3-



• 

• 

• 

A.6016; RR/1q 

The statf of the Commission's Revenue Requir~ents Division 
has evaluated General's construction e~enditures totaling S659~OOO~000 
tor calendar yea:r 1980. The staf! has also reviewed General's gross -co~truction expenditure estimates for 1981 and 1982 estimated as of 
October 20, 1980, and s~arized as follows: 

Pu-""""Oose 
Buildings 
Central Office Equipment 
Station Equi~ment 
Outside Plant 
Other (Land and General 

Equipment) 
Total 

1981 
S 18,585,000 

353,852,000 
177,221,000 
141,969,000 

·12',098;000 
5703,725,000 

1982 
$ 19,583,000 

3.52,542,000 
236, 3B8, 000 
153,~7~,OOO 

15,409,000 
S777,793,000 

The stat! concludes that the estimated construction 
expenditures are reasonable and has no objection to the proposed 
security issues specified in the application. The division reserves 
the right, however, to reconsider the reasonableness of any construction 
e~enditures in the ~ent or!uture,rate pr~ceedings. 

~he application indicates that General's management believes, 
based on information received from its financial advisers, that the 
sale o! all or part o! the 5250,000,000 First Mortgage Bonds by 
~~ivate placement ~ather than th:ough competitive bidding may enable 
the utility to obtain a mOre favorable interest rate on the bonds. 
Among other things, a private placement should enable General to 
tailor the maturity schedule of the bonds sold to the preference of 
the institutional purchasers in exchange for a more favorable 
interest rate than would otherwise be available if that amount of 
bonds we~e financed through competitive bidding. General, therefore, 
requests an exemption !rom the competitive bidding rule !or the 
issuance and. sale or the $250,000,000 First Mortgage Bonds • 
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In Decision No. 91984, dated July 2, 1980,for~the San Diego 
Gas & Electric Company, Application No. 59633, we discu~sed the 
granting ot exemptions from the competitive bidding :rule, and we 
clari!ied the nature of the eompelling showing that must be made to 
wa.-rant an exemption tro~ the rule. We served notice that assertions 
regarding the volatility ot the market, the flexibility provided by 
a negotiated sale, and the importance ot maximizing the er!eetiveness 
or the ~derwriting will not serve as compell~g reasons, individually 
or collectively, for granting an exemption from the competitive 
bidding rule. 

Because of the possibility that the proposed bonds will be 
sold by private place~ent OD terms which will be negotiated after the 
issuance ot this decision and because ot the staff's conclusion and 
belie! that the bonds will be sold at a cost as low, it not lower, 
than would prevail if the bonds were to be sold at competitive bidding, 
we a:'e of the opinion that applying, in this proceeding, the 
Co~ssion's competitive bidding requirements and conditions set forth 
in Decision No. 9l984~ would not be in the best interests ot General . . 
or i~s ratepayers.' ~~e rule would not operate in a manner so as to allow 
General's sale of the New Bonds at the most favorable cost ot money_ 

General is put on notice that in its next general rate 
proceeding before the Commission, the reasonableness or the resulting 
interest rate and cost of money to the company will be elosely 
sc~tinized and ~ay result in a disallowance ot interest expense if it 
is deter.cined that the cost of money ineu.-red was not the most prudent. 
we will also re~uire General to provide us ~~th a shOwing that the 
resulting interest rate ~d cost of money were the most advantageous 
to the co~a:c.y and. its ratepayers. We will require this sho\r,'i%:g 
within a reasonable period ot time atter the issuance and sale ot 
the proposed bonds • 
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General's capital ratios reported as of NovemJ:er 30, 1980, 
and as est~ted as of December 31, 1981,after giving effect to the 
following: -. --

1. The proposed issue or issues ~d sale ot not to 
exceed 5250,000,000 pr~cipal amount of General's 
First Mortgage Bonds; 

2. the proposed issuance and sale ot not to exceed 
$50,000,000 principal amount of General's Preferred 
Stock, SlOO par or stated acount; 

3. the proposed issuance ~d sale ot not to exceed 
4,500,000 shares of General's Comoon Stock, $20 par 
value, to produce net proceeds of $90,000,000; 

4. the issuance and sale of $100,000,000 of First 
Mortgage Bonds, Series E, on December 1, 1980; 11 

5. the issuance and sale of 1,2;0,000 shares ot Common 
Stock on December 31, 1980, providing net proceeds 
of S25,000,000; and 

6. the retirement of SlO,OOO,OOO ot First Mortgage Bonds, 
Series G~ on October 1, 1981~lY . 

are summarized as follows from E~~ibit B, attached to the application: 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 

November 30, 1980 
50.9% 
8.2 

40.9 
100.0% 

Pro Forma. 
52.1% 
8 .. 3 

39.6 
lOO.OCtG 

General's proposed issue of 4,500,000 shares ot 520 par 
value Common Stock is to be sold to General's parent corporation, 
General Telephone & Electronics Corporation, on or before 
December 31, 1981. 

11 Decision No. 92416, dated November 16, 1980, in Application 
No. 59919. 

~ Exhibit A, Page 5, Item (d) • 
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General proposes to issue and sell, in one or· more series, 
Preferred Stock not to excee~ $50,000,000 of SlOO par ~ stated 
value on or before December 31, 1981. General anticipates the 
Pr~ferred Stock will be sold by private placement. A tinal decision 
as:to the method of sale, whether by public offering or private 
placement, will be made by the utility at a date closer to the 
actual sale. The nucber of issues, the exact aggregate amount, the 
terms, and the nature and extent of the preference of the Preferred 
Stock to be issued by General have not yet been negotiated and will 
be determined by market conditions prevalent at the time of 
negotiation. However, it is General's best estimate, based on 
curre:t market conditio~, that the Preferred Stock will have terms, 
rights and preferences which will not v&ry materially from prior 
series. A sumca.~ of the p~oposed terms of the issue is sho~~ below: 

a. Price and par value: Ei ther SlOO or a stated 
value, the total of which will for all shares 
issued not exceed S50,000,000 • 

b. Dividends: Not to exceed a:c. amOu::lt to be determined 
by market conditions at the date of sale. 

c. Liquidation Preference: Asset preference over 
Com:rlon Stock. 

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

e. Sinking Fu:ld: If established, ~'ill not exceed a 
number of years to be dete~ined. 

f. Redemption: At the option of the utility, at par 
or stated value plus a premium in the first yea: 
declining thereatter in approxi=ately equal amounts 
per share for an as yet undetermined number of years 
with restrictions on the sources of funds from which 
redemptions can be made. 

General will advise the Commission by letter, after the 
date of sale of the Preferred Stock, of the terms and condi tioIlS 
of the Preferred StoCk to be sold by the utility • 
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Ge~eral yroyoses to issue and sell, in one or more series, 
~ 

its First Mortgage Bonds not to exceed S25O,000,000 principal amount 
on or before December 31, 1981. 
dates of the New Bo~ds will not 

It is anticipated the maturity 
exceed ;0 years. Gene~al proposes 

t~issue the bonds in either a private placement.or by competitive 
bidding.. For reasons set forth below, General requests exe:c:ption 
from the competitive bidding requirement of the Commission as set 
forth in Decision No. 38614 as amended by subsequent decisions 
in Case No. 4761. ~he New Bonds are to be issued ~ accordance with, 
secured by, and are to have the terms and conditions as set forth 
~ the Inden~~e dated December 1, 1939, executed and delivered by 

the utility to Security Pacific National Bank, as Trustee, as amended 
by Supplemental Indentures, and the proposed Supplemental Indenture 
dated as of the date of issuance and attached to the application 
as Exhibit c. It the New Bonds, or a series thereof, have a ,O-year 
maturity, they will contain a proviSion, &!long other things, that 
the New Bonds may not be redeemed at a lesser cost ot money tor a 
period of tive years. New Bonds, or series thereof, or shorter 
maturities shall contain redemption provisions consistent with the 
require:ce::.ts of the financial markets at the time or sale of the 
New Bonds. 

The Revenue Requirements Division has reviewed the 
application and has concluded that the proposed financing is necessa.~ 
to implement the company's construction program. 
Findin~s or Fact 

1. General is a California corporation operating under the 
jurisdiction of this Comcission. 

2. ~he proposed Commo: Stock, Preferred Stock, and First 
Mortgage Bonds would be for proper purposes. 

,. General has need for external tunds tor t~e purposes set 
!orth in the a~plication. 

4. The proposed redemption proviSions, tor the First Mortgage 
Bonds, are reasonable • 
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5. The money, property or labor to be procured or paid for 
by the issua.::lce and sale of Common Stock, Preferred St.O.ck, and the 
First ~o=tgage Bonds, herein authorized, is reasonably required tor 
t~ pu-~oses specified herein, which purposes are not,-in whole Or 
~part, reasonably chargeable to operating e~enses or to incom~. 

6. The sale of the proposed First Mortgage Bonds should not 
be required to be through competitive bidding. 

7. The proposed Supplemental Indenture would not be adverse 
to the public interest. 

8. General has overpaid the fee to the Commission in the 
amou:t of S17,000. General is entitled to a refu:d Of S17,000. 

9. There is no lo.own op:posi tion and no reason to delay granting 
the authority requested. 
Conclusions of Law 

1. A public hearing is not necessar,y. 
2. The a:pplication should be granted to the extent set forth 

in the order which follows. 
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 shares or the dividends paid 
as measuring the re~~ it should be allowed to earn on its 
investment in plant. The authorization, granted herein, is not 
to be construed as indicative of amounts to be included in :proceedings 
!or the determination of just and reasonable rates • 
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ORDER -- .... -- ... 
IT IS ORDERED that: 

1. Gene:-al Telephone Company of Ca.lifornia, on or a!ter the -e!!ective date hereof and on or before December 31, 1981, may issue, 
sell, ana. deliver, at one time or from time to time, to General 
Telephone & Electronics Corpo:-ation, at ~ar for cash, not to exceed 
4,500,000 additional shares of its Common Stock, $20 par value. 

2. General Telephone Company of California on or after the 
effective date hereof and on or before December 31, 1981, may issue, 
sell, and deliver for cash $;0,000,000 par or stated value of 
P::eferred Stock by private placement or, at Generru."s '-option, by 
public offering, in one or more series,subject to the terms and 
co:c.di tions of purchase agreemen'~s to be entered into with purchasers 
of the Preferred Stock. 

,. Within;O days after issuing, selling, and delivering any 
Preferred Stock, General Telephone Comp~y of California. shall file, 
~~th the Comcission, a letter setting forth the exact aggregate 
amount, the terms and conditions, a:o.d the nature and extent of the 
preferences of the Preferred Stock and the form of the purchase 
agreement. 

4. In the event General Tel~ho:c.e Comp~ o! California 
utilizes its option to sell the Preferred Stock by public offering, 
it shall file as soon as available three copies of its final 
prospectus relating to the Preferred Stock. 

,. General Telephone Company of California may execute and 
deliver a Supplemental Indenture or Indentures in substantiallj the 
form of EY~ibit C attached to the application. 

6. 0: or before December 31, 1981, General Telephone Company 
o! California may issue, sell, and deliver for cash, in one or 
more series, its First Mortgage Bonds in the aggregate principal 
8lll0Wlt not to exceed S25O,000,000 at a price obtained by private 
placement or, if by competitive bidding, at the price ~!!ered in 
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a bid which would result in the lowest annual cost of money to it 
calculated in the manner ~rovided in the Invitation foj:EidS, a 
copy o! which, in substantially the form to be used., is attached 
tQ.. the ap~lication as a ~art of Exhi'bi t D. ---- 7. The sale by Genercl Telephone Compauy 0:£ Cali!ornia o! 
its First Mortgage Bonds in the aggregate principal amount not to 
exceed S250,000,000, is here'by exempted from the Commission's 
competitive bidding rule set forth in DeciSion No. 38614, dated 
January 15, 1946, as amended, in Case No. 4761 for the limited 
purpose of pemi tting the sale of General's First Mortgage Eond.s, or 
any series thereof, by ~rivate placeme~t. 

8. If the First Mortgage Bonds, or any series thereof, are 
sold by co~etitive bidding, General Telephone Company of Calitornia 
shall tile a written report with the Commission promptly atter 
awarding the contract for the sale of the First Mortgage Bonds 
showing, as to each bid received, the name or the 'bidder, the price, 
the interest rate, and cost o! money to it based upon such price and 
interest rate. 

9. It the First Mortgage Bonds are sold on a private placement 
basiS, General Telephone Company of Califo=nia shall file a cop~ or 
the purchase agreeme~t and a ~~itten report with the Commission sho~~g 
the i:te=est rate and cost 0:£ money to General based. upon the price 

d. .... ... t an lll"erez .. ra e. 
10. If the First Mortgage Eonds are sold on a private placement 

basis, wi thin thirty days a..i'ter their issuance and sale, General 
Tel~hone Company of Cali!or.nia shall rile with the Commission a 
report sho~-ng that the resulting interest rate and cost ot mone~ 
to the com~any were the most advantageous to the company and its 
ratepayers. 

11. If the First Mortgage Bonds, or any series thereot, are 
sold by competitive bidding, as soon as available, General Telephone 
Company o! California shall file with the Commission three copies 
of its tiDal prospectus relating to the First Mortgag~~nds • 
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12. General Telephone Company. of California shal~ apply the 
net proceeds .trom the sale of the Common Stock~ Preferred Stock~ 
and the First Mortgage Bonds to the purposes set .torth in the 
application. _ --- 1,. With~,O days a!ter issuing, selling, a:c.d delivering 
any of the Common Stock, Preferred Stock~ or First Mortgage Bonds, 
herein authorized, General Telephone Company of California shall 
file with the Commission a statement in accord~ce with General 
Order No. 24-B, disclosing the p~~oses for which the proceeds 
were used .. 

lA. The effective date of this order is the date hereof since 
General Telephone Company of Ca1i!o~a has, paid the fee prescribed 
by Section 1904(b) and 1904.1 of the Public Utilities Code, which 
fee is S196,OOO~ atter taking credit for the retirement of 
$10,000,000 principal amount of First Mortgage Bonds due in 
October 1981 • 

1.5. A refund of Sl? .000 be made to Ge:c.eral Telephone Company 
of California to cover an overpayment of the fee prescribed by 
Sections 1904(b) and 1904.1 of the Public Utilities Code. 

Dated FEB 1 at Sm Fr Cali!ornia. 

COmml.ssioners 


