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‘:Deoision No. /7 3C 7.

BEFORE TEE RAILROAD COMGMISSION OF THE STATE OF CALIFORNIA

In the Matter of tho Application of )
TEE PACIFIC TELEPEOXE AND TELEGRAPE )
COMPANY, & corporation, for an order )
authorizing the issuance of preferred 3 Application Number 9863

gtock of the par value of $25,000,000.

P1llsdbury.lMadison and Sutro,
by H.D.Pillsbury, for Applicant,

BY TEE COMMISSIOR:

OPINIONX

In this application The Pacific Telephone and Telegraph
Company asks permission to isswe and sell at $87.60 per share 250,000
shares of its six percent. preferred capital stock of the aggregate par
value of $25,000,000.00 and to use the proceeds to reimdburse its treas-
ury for amounts paid iato the sinking funds of its several bond issues
and for its uncapitalized expenditures for f£ixed capital snd investment
accounts since October 31, 1922,

The Pacific Telephone and Telegraph Company owns and

operates directly or through subsidiary corporations, a general tele—

phone system in the States of Californis, Nevada, Oregon, Waghington

and Tdaho. The system is composed of locsl and long distanoce telephone
1ines and exchangea and the buildings, rights of way, franchises and
equipnent therefor. The company revorts that it has an autho_rizod
capitel stock of $100,000,000.00 divided into $18,000,000.00 of common
gtock and $82,000,000.00 of gix pexrcent. .pre:terred gtocks AS 0of De-
cemﬁer 31, 1923 the company reporis all of the commoxn stock and
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$567,000,000.00 of the preferred stock outstending, A8 of the same
date 1t reports $62,162,200.00 o2 bonds outstandiing. Its bonded dedbt
consists of $3L,247,000.00 of Lirst mortgage collateral trust five
rercent. bonds due January 2, 1937; $é,314,000.00 of f£irst mortgage
bonds of the Home Loné Distance Telephone and Telegraph Company due
January 2, 1932; $24,591,200.,00 of refunding mortgage five percent.
bonds due ilay 1, 1952, _

In addition to its outstanding bonded indebtedness the company
reports a3 of December 31, 1923 advances from system corporaxibns ag-
gregating $31,425,000,00, notes payable of $10,000.00, accounts payable
of $3,382,516.84 and scerued liabilities mot due of §2,708,395.51. The
comp;ny roeports its revenues and expenses for the years ending Deocember

xl 318t as fqllowx:-

I. INCOME ACCOUNT: : - 1922 : 1923 :
'elephone Operating Revenues : $36,512,530,98 T 940,072,22b.97 -
Telephone Operating Expenses : 25,932, 735,92 : 28,183,524,94 :

Net Telephone Overating Reve- : : : :

pe’toT:1: S : 10,579,795.06 : 11,888,701.03 :

LESS; Taxes assignable to opera~ : , R

Tiong ceeevecnnconcene : 2,550,581.94 : 2,864,226.42 :

Uncollectidle Operating Reve~ : : .- : :

nue LA N K B B N N N NN NNE Y : 151.;;_00.00 : 166;100'00 :
Dedactions from Net Operating : '

Revenue sevceseess : 2,701,681.94 3,030,326.,42 :

Operating INCOmMe® .esvee = 7,878, 113.12 8,808,374.61 =

II, NONOPERATING REVENUES:

Qnt eV DRISOIEPIBRBLPILIOIOPOBIBERDIOITES . 20.798.99 : 14'070.37 .
Dividend Revenues ...eece. : 19,898.40 : 254,228.40 :
Interest revenues ..eee.... : 1,760,905.08 :  2,408,277.15 :
Mi80011aN00TUS cetvecnacanne : 1,517.26 : - L2

Total Nonoperating Revenues :  1.793.11076 - Z.078. 51030 -
IIT.NONOPERA TING REVENUE DEDUCTIONS
RONT OXDENBOB cevccscesaces : 2,840.00 : 1,045,00 :
Nonoperating taxes .c.ce.s : 2,354.56 : 1,583.88 :
Uncollec tidle Nonoperating :
ROVONUES ceveesns 288,32 : 849,880,265 :
Total cececees : 0,482,88 : 852,009.13 :
Nonoperating iNCOMe sveese 2 1,707,600+84 :_ 1,824,066.,79 :
GrosSs inCome eceeees = 5,665,749.96 s 10,682,441,40 :
IV. DEDUCTIONS PROM GROSS INCOME: -
Rent R R N Y T Y Y R ] : 372’166.99 . 439.912.35‘ .
Interest on funded dedt .... : 2,712,894.31 . 3,125,611.83 :
Other interest ..ceeeveceees 3 735,311.18 : 920,471.20 :
Amortization of debt discount : '
and expensSe ..e.ecescee 142,977.55 166,985.79
Amortization of landed capital: 22,326.00 24,150.00
Miscellaneous deductionS.e... : 31,544.70 36,711.,96

Total DeduotionBecesass.
Not Ircome ccececoce
Di'V'ic'.end.B Paid. esvee

Carried to Surplus ....

4 .017.219.73
2670, 000,00
$ 2,978,530.23
Lm

%.714.743.13
3. 420".000.00
§ 2,547,698,27
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The operating expenses for 1922 include J5,665,650.00 foxr deprociation
oL plent and equipment, and those for 1923 the sum of $6,228,500,00, Dur-

ing both 1922 and 1523 the company paid six percent. dividendson its out-
standing preferred stocke The increase in the amownt of dividends paid .

is caused by the issue of additional prolerred stooke Tke company paid

20 dividends on its common stock.
- In 1%s Exhibit "A" gpplicant reports the increase in fixed capital
accounts from October 31, 1922 to December ZL, 1923 at 5$21,115,323.29,

Toiz amount i3 made up a3 Lollows:-

Intangidle cepital cececececnceeee$326.00
Risht Of W&y P B b s bOOSSPYRIOERS 66.252011
Land and Buildings c.eeess 1,507,147.64
Central Office Equipment... 7,576,295,63
Station Equipmont .sevees 2,330,510,75
EXchange LinesS .seeeeccces 4,448,047.12
Toll Lmes ....t.l..-.tcov 5’871’451028
Other Pl&n‘t L B B I N W W 3 507’262.39
General Equipment ceceveees 808,051 ,37

T0TALeeooss $21,115,323,29

The zet increase of other asset accownts is reported at $17,272,500,37

?

most of which represents directly or indirectly advances to System corporam
tions. Zxhibit "A" also shows that applicant has from October 31, 1922 to
December 31, 1923 decreased its Zunded debt by the sum of £1,0456,800.00,

Cn December 31, 1923 applicant had $31,435,000. of six porcent. notes

outstanding. These notea were vpaysble to the following corvorations or

personsg:-~
smerican Telephome and Telegraph COMPERY «.e«e«eee$BL,400,000,
The Home Telephone and Telegravh Co.of Spoxane 25,000,
W.W.Ed.en and LoB.Ed-en LR R R R N A W I I I WP 1010000

'TOQE.....- $3:..435',0000

The remainder of the money necessary to'finahoé the above construction ex-

penditures, advances, smd parchase of bonds is repfesented by accounts pay-

able, or earnings investad.
' Applicant asks permission to use the proceeds irom the sale:of the

26,000,000, of stock it is now proposed to issue to reimdurse its treasury
to the extent that such proceads are sufficient for smounts pgid into ite
various sirking fund3 and for its uwacapitalized expenditure for fixed cap-
ital and investment accounts prior to December 3L, 1923.
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It is of record, however, thet the company intends to use the proceeds
from the sale of its stock to liguidate 1ts outstanding indebtedness
which was incurred to acquire the vroperties to which reference has been.

made,.

The Pacific Telephone and Telegraph Company having applied
t0 the Railroad Commission for pen.nisaion to issue amd sell $25,000,000.
of its six percent. cumulative preferred stock, & public hearing having
been held before Examiner Fankhauser and the Railroad Commission being
0L the opinion that the money, property or labor to be procured or paid |
for by such issue is reasonably required for the purposes specified
herein and that the expenditures for s:ch purposes are not in whole or
in part reaconadbly chergeable to operating expense or to income,

I7 IS TEFEBY ORDERED that The Pacific Telephone and Telegraph
Company be, snd it 4is heredby, authorized to isaue and sell at not less
than $87.50 per share 250,000 shares of its six vercent. cumulative pre=
ferred stock of the aggregate par vaiue of $25,000,000.00 and to use
the proceeds to pay in part the outstanding indebtedness to which refer-
ence is made in the .*:’oregoing opinion apd through the vayment of such
indebtednoss to finance in part the cost of the additions and betterments
and of the investments acquired prior to December 31, 1923,

The authority Lerein granted is subdect to further conditions

as follows:~-

1. The Pacific Telephore and Telegraph Compeny shall keep such

recoxd of the issue and sale of the stook herein
authorized and of the dispositior o0f the proceeds
as will ensble it to file on or before the 26th
day of each month a verified revort, as required
" by the Railrosd Commission’s General Order No. 24,
wnich order in so far as applicable is made s part
y. -




oL this order.

2. The suthority herein granted to issue stock will becone

offective ypon the date hereof, No stook may
be issued after October 1, 1924.

DATED at San Francilaco, California, this ,2 d day of
April, 1924,
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