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:BEFORE T!B RAILROAD COMMISSION OF m S~A!rE OF CAL~OR.NIA.. 

In the Matter of the Application of ) 
TD PACIFIC TELEP:S:ONE AND TELEGRAI'lt COM]?)J..ry,) 
a co·:r:porat10:a., for m order author1z1Dg the } 
1ssuance of COlSQOn ca:p1tal stock of the par ) 
Talue of t~5,OOO.OOO.OO. ) 

:BY J!!:E COl!MISSION : 

Pil18bur3", Madison & Sutr.'o t 

by H. D. Hl1sb-ary. 
for Applicant. 

OPINION 

App11ca.tion 
Na:aber 
106'13 

The Pacifio Telepholl8 mel Telegraph Compan.y asJca pera1s-

810n to 1SS'Q& and se-1l at par $35.000,000.00 o~ 1ts oommon stook 

and. use the proceeds in so fstr: as adequate therefor, to reimburse 

1 ts treasa.ry tor amount s paid. into 81xik:1Dg fnncls under 1 ts SeTftr'al 

bond 1ssues and. for 1ts unoapitu1zed expend.1t~es for :f1xed oap1tal. 

and. inTestment accounts from Ootober 3l., 1922 wh10h have ~t been 

already cap1 ta.l1%ed tbro'1l8h the prooeeds der1Ted :rrom the sale of 

stock ethor1zed. by Deo1Sion Number 13369. d.ated AF11 2, 1924. 

~ Pae1f1c Telephone and Telegraph Company bas an a.uthor-

1zed stock 1ssue of $100,000,000.00 d1~d.ed. into $e2,OOO,OOO.OO 

(820.000 sh&res) of' 6 per cent. oUllflllat1Te preterred ald $la,ooo,OOO.CO 

(180,000 shares) of common stock. All o~ its antbor1zed stook18 

out at mdi:cg. It is o~ record that the proT1s10n of &p,pl1can.t"s 

Art1cles of Ineorpor &t1on read.iDg 
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tb.e oa:p1 taJ. stock ot this co:z:o:poration JlaY' "ue in­
creased in the mmmr :pro'Y1ded bY' llZW, but IIJly such 
increase shaJ.l be onlY' of pre:f'erred stook cat'ryiDg 
tbe same rights mld preferences a.s herein pronded 
and designated. for preferred stock to be is~d lUlder 
these artioles 

bas been _ end"d so a:3 to read 

the capital steak of this corporation mq be in­
oreased in the manner :proT! ded bY' law ~ but Q1J.'3' 
issue of preferr&d stoele shall oarry the sae r1gb. ts 
a:nd preferences as her: ain proTided and deSigna.ted 
tor preferred stock to be issued under these artioles 

By the amenclmcmt applicant's stockholders haTe Toted to 

eliminate from the Artioles of Incor;porat1on the prohibition aga1'rlat 

the increase 1n tbe co~n stock of the company. The 1=8' t1 ti on 

shows that at a speCial meeting held on NoveJiber 26, 1924 the Board 

ot Directorsoa.lled a spoc1al meetiDg of applicant I s stockholders to 

be held February 4, 1925 to eomiaer and. act upon the :propo sal. ot 
1ncreas1~ applioant's anthor1zed stoCk ~om $100,000,000.00 to 

$135,000,000.00 divided into *,2,000.000.00 (820.000 shares) of 6 

per cent. cra:muls.t1ve preferred and $53,000,000.00 (5Z0.00Q: shares) of 

·common stock. 

~e testimon:y shows that the Amerioan ~ele:phone and Tele­

graph Comp:m:y owns a.:pprox:1mt.l.tely 90 per cent. of the 9'1l.tstand1:ng 

oo~n stoCk ot The Pacific ~elephone and Telegraph Company. The 

Amer1CIln Telephone and Telegra.ph Compmy ll:l.s agreed -;ha.t oontirgent 

upon applio nnt :arrSZl81Ilg to :Clodif:y i te financial structure so ~ to 

pe:-:n1 t of the 1 SS~ of ad.d1. t1o:o..o.1 common stock as a.dVisa.ble frot; time 

to time, it Will, upon the offer for s~soription of $35,000,000.00 

of oommcn ~took ~ pm-, subsoribe for and pq for in oash its pro 

rata. part thereof' and furths:more, tha.t it Will,. whiaXl. suoh collmon 

stoGk is issued. to 1 t, surrender for canoellation tC) the trea8'1lX'er of 

the eOr1!lalY $10,000,000.00 par- Talue of 1 ts present oommon stock hold-

iDgs. The test1moXl.:Y f'c.l'the.r sbows tha.t w'hen this stock 18 scrrend-

ared appJJ.cant Will reduce its int:illlg1ble capital. aocount now oarr1ed 

at $ll,QZ1,914.49 by me sum of $10,000,000.00 or by suoh other amount 



as may repre'Sent the atoak surrendered. to applicant. 

At the present time, as atated aboTe, applicant has outstand­

ing $18,000,000.00 of oo:m:on and $82,000,000.00 of 6 per oent. otmlula-

t1T8 preferred 3tock. Its fa.nded debt consists of $61,556 , SOO. 00 

wb.11e its advances from system oorporations amounta to $35,822.500.00. 

Applica.nt's officers are of the opim.on that the present fOD of ita 

ca.p! talization 13 not sat1s::f'e.cto%7. The:v believe that it Will be 
• 

able to get a better price tor its bonds or pre'terred stock 1~ it 

obtains some of its capital funds tbrough the 1s~S'lle of oommon stooke 

In th1s conneotion attention might be called to the faat that the un­

amortized debt disoount and e~ense is reported at ;~,177,96'.07 and 

the unextingUished O1scount on CApital stock at $6 ,875,000.00, makiXlg 

a total of' $10,052,964.07, SZl amount Whioh is more- than o:ce half of: 

the eompaa.y's outstandiDg common sto<lk. We believe that from & 

:f'1n&nc1al stmdp01nt the issue at tbis time ot: adeli t10Xlal oommon stook 

by applicant 18 d.ea1rable. 

~e COt1p&rly a.sks permiSSion to USe the prooeeds obta1ned 

from the sale of 1 ts stock to the extent that suab. proceods are 

s'Dff1c1ent to :re::1:mb'C%'se its treasttry for amounts paid into s1Xlk1:og 

f'unds of its sever81.bonds 1ss:ues cd for 1 ts UIlQs.p1 tal1zed expeMi­

t'QJ:'es for fixed capital and investment acaount Since Ootober 31., 1922, 

Which bare not al.:rea~ "oeen ca:p1 taJ.1z.ed tl:trough the :prooeeds obtained 

from the sale of stock authorized by Decia,ion Number 13369, dated 

April 2, 1924. In that deo1s10n the Coltlll1ss10:c. authorized the 0011-

panl t<;l ~s;V.O ;~fifOOO,OOO;OO of 6 p~ a!nt. C'OI1.ulQ.t1.Ta J;re!el'~el stook 

a:ad sel.l. the SQlle for no t 1.e8$ than $67.60 pel:' eb.are. 

by the order of 'the Comm.1 as-ion was. :pC!III!'m1 tted to use the proceeds to 

re1I1lb'OI'se 1 ts treasury for amounts :paid in the s1Dld.:og funds of ita 

several bond 1ssues and for 1 ts mlCapltaJ.1zed expe:cd1t'DX'es tor fixed 

oap1t&!. and. 1%l.TEJatment a.cOO'Dllts sinoe Ootober 31. 1922. 



n>.e changes in the com:pSlY's assets and. 11ab111 ties :trom 
, . 

Ootober 51, 1922 to September 30, 1924, both 1nclusi'Y8, are s~wn b:y 

the tolloW1:cg b81moe sbeets :­

ASSETS 

Intallg1ble 08p1tal 
Right of way 
Land and. buildings 
Central 0 tt1 ce equipment 
Station eqUipment 
Exobange lines 
Toll l1nea 
Other plant 
Gener al equipment 

Snt • 30 ,1924 ' 
$ ,631,914.49 

1.000,033.06, 
11,537,'740.36 
00 ,327, '1Z1. 06 
16 ,481,686.'10 
49,044,599.93 
29,148,603.68 
l,49'1,416.13 . 
3 ,264,337.73, 

OQt.31~1922 ,n,61 ,009.19 
885,996.26 

9,08'1,7l2.'9 
J.'1,258 ,800.00 
12,6!9 ,266.36 
40,559,562.05 
23,84:4,5oC.7.90 

898,598.22 
2,293,777.80 

Tot al F1xed. Cs:p1 tol. __ .;;;;;.;;;..z.;;:..;;.;:.,L,';,,:~;;:';;"'--:=J.:;;.;;:;..:..J~::'=":~ 155,83fr,063.16 119,127,350.57 

Construction work 1n progress 
InTest=eDt aee~1ties 
AdTazlcea to system corporations 

'Z. or c OllS tr • etc. 
UisoeJJaneous 1nvestments 
Caah and deposits 
~ket&bl. aecar1t1es 
Bills roce1Tab1e 
ACCO'Cllts reoo1Tab1e 
Materials and supplies 
Aooruad 1ncome not due 
S1Dk1X1g fand &ssets 
Prepayments 
Unamort1sed debt d1sco~t and. ex-

peXlSe 
Unextillguiehed. d1 sco-ant on cap1 tal 

stock 
Other deferred debita 

TOTAL .ASSETS 

LIABILITIES 

Ca:p1 tal 8 to ck, common 
Ca;p1 tal stock. :preferred 

4,735,'148.98 6,384,661.64 
43, '1'13, '153.95 14,073,857.26 

26,611..745.88 20.379,245.88 
26'1,604.l4- 19'1,152.85 
'126,4'l5.73 499' ,99'1.95 -
2~,762.10 141,613.85 

5,103,385.97 6,630,043.30 
2.655,430.97 ' 1,490.225.28 

157,506.l5 11l,87l.33 
l,360.83 126,1'16.68 

320,1'14.31 436,724:.76 

3,l77,964.07 3,561,968.38 

6,875,000.00 3,750,000.00 
105 ,,027 .6E 55,364.78 

248.648 , 0~.89 176,966,248.51 

Se~t.30!1924 Oct.31,1922 
1 ,oo6,oo6.bO 18,000,000.00 
82,000.000.00 57,000,000.00 

Tot al Cap1 tal Sto ck, __ .;;.10:;..::O;;..Jt~OOO.=.=..J· tt.;;OOO.::.=.:.::.:OO:.:....._.:.;'15:.J,t.:O:.=OO.:.'a.::0~OO~. OO:=... 

63,198,000.00 Fttnded. debt 61,556, .500.00. 
Advances from system corporat1ons 

tor conBtr. etc. 35,822,500.00_ 
B1lls pa,ab1e - 20.000.00 
Accounta pa:ya.ble 3,709 ,354.46 1.982,559 .• 09 
Accrued l1abL11t1es not due .. 3,222,815.25 1,866,'78.'11 
L1a'b111 t,. far employees' bene:f'1 t fund. 497,0'15.89 495,954.63 
Other deferred credit items 1,946,502.75 285,144.35 
ReserTe for accrued depreoiation 33,09S,628.80 2a,S82,141.78 
ReserTe tor amortization of intang-

ible cap 1 tal 97,836.04 70,450.82 
Surplua and. und1T1 d.ed. prof1 to: 8,696, '190.'70 5,165,519.13 

--------~----------~~------
TOTAL L IA:BIL! l' I~~.-;:;248.:.:;..J't.,;:648;":::;:";'1.,;:0:.::03::..::.;:8:;.:;9_-=1:.:.'1.;:;.6 .1.:' 9~6;.::;£.a.:. 2::;,:48:;::.z... 5:.::1=-
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iA.pp11 ce.r.tt' s b alam e sheet shows an inoreasa in ~1xed cap1 tal 

trom Ootober 31, 1922 to ~epteJl.ber 30, 1924 of $34,806,'112.59. The 

inorease in"1meatment sOoa.l"it1es" and I'ad.vanoes to syst-. oorpora-

t10llS for construction etc." 1s reported. at $35,932,396.69. Durillg 

the 1nterum the f'anded debt was deoreased b,. ~he sua of $1,641,500.00.' 

The testimony shows that the $35,000,000.00 of OODon atook 

which the compzy asks permission to 1ssne Will iJe of:te:red to app11-

cant's stookholders at par. The A1IeriJhm Telephone and Telegraph 

Compan,.. Which owns more than 'two tl:irds of all of applicant IS out­

stand1Dg cap1t£l stock. Will su'bscr1be its pro rata part of 'the atock • . 
App110ant has DO ass'tlrame from the Amerioan ~elephone and Telegraph 

Company that 1 twill purohase stock in excess of its :pro rata part. 

!eretofore the compal,. has pU%'Ohased stock not aa.bsor1bed b,. other 

stoolcholders md it 1s poss1ble that it will. do the sae in thi8 in-

stanoe. While app11caDt aSks permission to use the prooeeds fro. 

the sale of -:he $ock for the :PUIlOsea men'ttoned. We bel1eTe that noll 

prooeeds should a.f'ter the reimb'Drsement of. applicant's tre&.8't1rl" ~ be 

used. to pal" i:cd.ebtedness. 

ORDER 

The Pac1f'ic lIelephone and. l'elegraph eompa.:c.y. baTing a:ppl1ed 

to the Railroad. Commis,Sion :tor permission to issue $35,000,.000.00 of 

common stock, a publio helll"1IJg b.s.Tlllg been held be~o re ]!xaDiner 

Fankhauser and the :aaUroad Cocmi asion uei:cg of ~e opinion that. the 

mOller, property or lsbor to be procured or pstd tor by SIlch i SSWl 18 

reasonably reqtd.red for the purposes speoif1ed. he:eill e.nd that tJle ex­

:pend! t'Dres for such pur:POs as sr e not in whole or in part reasonably 

ohargesh1e to operat1Zlg 8:zt'eXlSes or to inoome, 

IT IS R:EaEBY ORDERED th 3t mE PACIFIC mEP!OnE AND TELEGRAl'J: 

COOANY' be~ &nd it is hereb,., autho:r.lzed to issue and sell at not le8& 

than par for oash, on or o~ore ~uJ..y 1. 1925, 350,000 shares 
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($35.000~OOO.OO) of its 00=0:0. stock sc.d to use the prooeeds to re1m­

b'12X'3e its tressurr to the extent that suoh prooeeds are suff1d.ent 

therefor, for SJaounts paid 1nto the S1Dk1l:lg f'tlllds of 1 ta seTeral bond 

issues and for 'Wlcapi tQ.J.iZed expend1tlIr es for fixed cap1 tal and. in­
Testment aceounte elnce Octob~ 51, 1922. wh10h have :o.ot been .LLre&d7 

capi tal1zed through the proooed:;, dsr1Ted from the Stale ot stook 

authorized by Dec1aion N'Cmbor 13369. da.'tod Apr:11 2, 1924, proTided 

that .a:!ter the reimbursement of applicant' a tr8a.ata:'7 -.tor tAO pu:rpo sea 

indicated tho proceeds "be used to 1'111 indebtedness. 

The a:c.tbon ty ha:-ein granted. is subject to t'trrther conat tiona 

as folloWS" :-

l. PaCific ~ele:Pb.o:c.o and Telegraph Compac.:y ebsJl keep such 

record of th.e iSsue. saJ.e md. <1.al1 vary 0 £ the ato ok 

here1n author! zed Utd of the dispoSition of the 

;proceeds as Will enable it to file on or before the 

25th. da;r of each month a ver1:f1 ed I'e;port. .as r .... 

quired by "the Re.1lroad Commission's Gexxer-aJ.. Order 

Number 24, which order in So :far s.s applicable,. 1s 

made a p:art of this order. 

2. ne a.uthor1 ty hErein grmted to 1 ss:u.e stock Will become 

efi'eot1 T& when aw11 cant has filed With 'the Rail­

road. COmm1s;sion a oOPY of 1 ts amendeel Artioles of 

I:coo:rporation ShoWil:lg that its authorised oom.on 

stock has been 1:c.creased from $16,000,000.00" to 

$53 ,000,000.00. 

:' 1"-D.A!rZD :.t San F:r:~1 seo, California, this (1.0 
December, 1924. 

day of 


