
Decision No. /J 3 (. 7 • 
BEFO?E TEE RA.IIa0AJ) COMMISSION OF THE: ST.A.~ OF CALI1"ORN'IA 

In the MAtter of the Application of ) 
TEE PACIFIC TELEPROltE A..1If.D TELEGRAPH ) 
COMPb.NY. a corporation; for an order ) 
authorizing the issuanoe ot preferred) Appl1oation N~ber 9863 
stook of the par v8l.ue of $25,000,000.) 

BY TEE COmaSSI01f: 

OPINION 

In this applioation The Paoifi0 Telephone and Telegraph 

Compe.n:9' asks permisSion to issue and sell' a.t $87.60 per share 2.50,000 

shares of its six percent. preferred. cap1ta1 stock of the aggregate par 

value of $25,000,000.00 and to use the proceeds to retmbU%ge ita treas-

ury for amounts paid into the s1nk1ng fimds of its several. bond issuea 

and for its unoa.pitalized expenditures :for :fixed capital and investment 

accounts since October 31, 1922. 
The Pacific Telephone and Telegraph Company owns and 

operates d1rec~ or through subsid1ar,y corporations, a general tele-

phone system in the states of Cal1fornia, NeTada, Oregon, V{ash1ngton 

and Idaho. The system is oomposed of loe&l and long distanoe telephone 

linea ana. exob.a:agea and the build.ingS, rights of way, :era::lch1ses anel. 

eqU1~ment therefor. Z-ne cocpany re~orta that it has an authorized 

capital stock of $100.000,000.00 divided into $18,000,000.00 of eo~on 

stock and $82.000.000.00 of Six peroent. yreferred stock. As of De-

cember 3l. 1923 the oomp~ repo=ts all of the common stock an~ 
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$57,000,000.00 of the pre~erred sto~ outstand1ng. AS of the Bame 

date it reports $62,152.200.00 o~ bonda out8tan~tng. Its bonded debt 

consists of $3l,247,000.00 o~ ~1rst mortgage collateral trust fiTe 

percent. bonds due JanU&r1 2, 193:7.; $6,314,000.00 of first mortgage 
bonds of the Rome Long Distanoe Telephone and Telegraph Company due 

January 2, 1932; $24~591,200.00 of refanding mortgage five percent. 

bonds due May 1, 1952. 

In addition to ita outstanding bonded indebteclnen the oo'Cp~ 

report8 80S of Deoe:nber 31. 1923 advanoes from system corporations ag-

gregating $3l,425,OOO.00, notes payable of $10,000.00, accounts payable 

of $3,382,516.84 sn~ aoer~ed liabilities not due of ~~,708.3g5.51. The 

oompany reports its revenues and expenses for the years endtDS December 

31st as £0110 .. :-

· · · · • · I. INCOME ACCOUNT: · 1922 · 1923 · · · · ~elephone Operating Revenues · ~36.512,5M.98 · ;40, 0'12, 2!6.§'1 : · · Te~ephane Operating ~enses · 25.932.735.92 · 28.l83.524.94 · · · • Net Telephone QperattngReve- · · · · · · 1l':10S · 10.5'19.'195.06 · 1.1.888.701.03 · •••••••••• .. · .. 
~ lTaxes assignable to opera- .. .. 

t10DS •••••••••••••••• .. 2, 550.58l.94 · 2,864.226.42 · · .. • Unco1leet1ble O~erattngReve- · .. .. .. · .. 
nue .. 151.,100.00 .. 160.100.00 .. •••••••••••••• · · .. 

Ded~Qt1ons from Net Operating .. · Revenue · 2.701.081..94 .. 3.030.32&.42 .. •••••••••• · · .. 
Operattng Income · 71;i7~.l!!!t! · ~.m;~.!'74!i)! · •••••• .. • .. II! NONOPERATD'G REV'LNUES: · · .' · .. .. Rent · 20,798.99 · 14 .. 070.3'1 · •••••••••••••••••••• .. · · DiVi~end Revenues .. 19,.898.40 .. 254.228.40 .. •••••••• · .. · Interea t revenues .. 1.750,905.08 .. 2.408.277.1.5 .. ••••••••• · · .. 

Misoellaneous .. 1..517.25 .. - .. •••••••••••• · · · Total Nonoperating Revenues = 1,793.119,72 .. 2,676,!7!,92 .. .. .. 
III.NONOPERATING REVENUE DEDUCTIONS 

kent expenses · 2,840.00 .. 1,045.00 · ••••••••••••• .. .. .. 
Nono:perat1ng taxes .. 2,354.56 .. 1.583.88 .. ••••••• .. .. .. 
Uncollectible Nonoperating .. · Revenues · 288.32 .. 849.880.26 : •••••••• · .. 

Total. · 51482.~~ .. ~2Ibl5§.I! : •••••••• · .. 
Nonoperating income .. 1.787.o36.~4 · !.~~I~l;.'1§ : ..... '. · .. 

Gross income · 9 .. 665.749.96 · 10.682.441,40 · •••••• · · .. 
IV.. DEDUI~TIONS FROM GROSS L'II{COME: 

.::tent •••••••••••••••••••••• .. 372,166.99 · 43'9. 912.~: · .. 
~tereat on funded debt · 2,712,894.31 .. 3.126.51l.83 : •••• .. · Other interest · 735.311.18 .. 921) .• 47l.2P : ...... It •••••• .. .. 
Amortization o~ debt discount .. · and expense .. 142,977.55 .. 166,985.79 .. •••••••••• · .. .. 
Amortization of landed capital: 22.,325.00 · 24,150.00 : · Misoollaneous deduotj.ons ...... : 31.544.70 : 36.71~.96 : 

Total Deduot1onEl ••••••• _ .. 4.017.219.73 · 41714.743.13 : .. .. Net Income ••••••••• · 5.648.530.23 • S. 901 .• 698.21 : · • Dividends :paid .. 2. 670 LOOO.OO .. 3.420.000!OO .. ••••• .. .. .. 
CarriGd to Surplus •••• :~ 2.978.530.23 · ~ 2154'1~69'.27 .. .. · 
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The operating e~ensea for 1922 include 05.665.650.00 for dcproo1at1on 

ot plant and eqU1pm~t.and those for ~923 the sum o~ ~,228,500.00. Dur-

ing both 1922 and 1923 the eompel:lY paid 81% percent. d1V1dend':lOIl itfS out-

standing preferred s took. The increase in the a.mOtmt of d1 v1denda paid . 

is caused by the issue o~ addit1QQ&l preterred stook. 

no aiv1aends on its common stock. 
n:.e com:p~ paid 

In its EXhibit "A" applicant reports the increase in :fixed oapital 

accounts froQ Octobe~ 3l t 1922 to Dece~ber 31, 1923 at $21,115.323.29. 

Thiz amount i3 made up as !ollows:-

lntangible capital ••••••••••••••• $325.00 
Right o~ \7s:y ........ Oo •••••••• Oo.. 66.252.11 
Land. s.nd. Bui1d1:lgs •• Oo.... 1.507.147.64 
Centra.l Office EqU1:P~ent... 7,570,295.63 
Sts.'tion Equ1:pment .... "" 2,330,.510.75 
Exch~e Lines •••••••••• 4,448,047.12 
Toll Lines •••••••••••••• 3.S7.1,431.28 
Ot~er Plant ••••••••••• 507~252.39 
General Equipm~t ••••••••• 808,051.37 

TOTAL •••••• ~21.115,323.29 

The net increase of other asset acoounts is r~orted at $17,272,500.37. 

mos t of whioh represents directly or 1:lcl1rectly advanoes to system corpora-

tions. :F;xh1b1t "A" also shows tha.t a.pplioant has :from October 51, 1922 to 

December 31, 1923 d.eereased its !unded debt 'by the sum of $:1..045,800.00. 

On Deoember 31, 1923 ap~11oant had. $31.435,000. of 8ix ~oroent. notes 
ou tet8lld1ng. These notes were payable to tAe folloWing cor:pol"at1ons or 

perso:cs:-
ael"iMll ~ele:pAQne and Telegra.ph Comp.e;a.y ••••••• $3J.,,400.000. 
Tne Home Telephone and Telegraph Co.of Spo~e 25,000. 
W.~.Eden and L.E.Eden ........................10.000. 

TO~AL...... $3l,435» 000. 

1'he remainder of the money necessary to finanoe the above oonstruotion ex-

pend.itures", advanoes. a:ld ;P'l.U'ohase o~ bonds 1.8 represented by accounts pay-

able, or earnings invested. 
Applicant asks pemias10n to use the prooeeda from the s&l.e,'o·! ;the 

$25,000.000. of stook it is n07 proposed.:.to issue to' reimburse its treasury 

to the extent that such proceeds are sufficient for amounts paid into its 

various s1llk1ng f'anda and for its unca.p1talized expenditure for :fixed Clap-

1t&l and investment accounts prior to December 31. 1923. 



It is of record, however, that the company intends to use the prooeeds 

from the sale of its stock to 11o..u1date its outstanding indebtedness 

Which was inourred to ao~uire the ~ropert1e8 to wn1ch reference has been 

made. 

ORDER 

The ~acifi0 Telephone and Telegraph Company having applied 

to the Ra.il:road CommiSSion for permission to isme snd se11 $25,000,000. 

of its six percent. ownulat1ve proferred stock, a public hearing having 

bee.n held be~ore Examiner Fankhauser and the Railroad CommiSSion being 

of the opinion tha.t the money, pX'oper't7 or labor to be procured or paid. 

for by suoh issue is reasonabl1 required for the purposes speCified 

heretn and that the expenditures for such puxposee are .nottn whole or 

in part reazonably cb.e.rgeable to operating expense or to income, 

IT IS ~rnBY ORDERED that The ?ac1f1e Telephone and Telegraph 

Company be, and it is hereb7, authorized to issue and seIl at not less 

than $87*50 per share 250~OOO shares of its s~ peroent. cumalat1Te pre-

ferred stock of the aggrega.te par value ot $2.6,000,000.00 and to use 

the prooee4.S to pay in :part the outets:o.d.ing 1lldebte4neaa to which reter-. 
ence is made in the :f'orego1ng op1n1on a:nd through the :p~ent ofsuoh 

indebtedness to finance in part the cost of the add,1 tiona and betterments-

and ot the investments ao~1red prior to December 31, 1923. 

The authority herein granted is sub~e~t to fUrther oonditions 

as follows:-

1. The Pacific Telephone and Telegraph CompanJ shall ke-'p suoh 

reoord of the issue a:o.d. saJ.e of the stook herein 

authorized and of the dispOSition of the prooeeda 

as Will enable it to tile on or be~ore the 25th 

day of eaoh month a verified report, &S reqUired 

- by the Railroad ~Omm1sSion's General Order No. 24, 

which order in so :far as applicable is ma.d.e a part 



of this order. 

2. The authority herein gra.nte4. to issue stook Will. beoane 

effeotive ~on the date hereo~. 

be issued after Ootober ~. 1924. 
No stock m.q 

DAnm a.t San Franoisco, CaJ.1::ornis., this .2 e{ 

April. 1924. 
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