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In the Matter of the Application of)
SOUTEXRN CALIFORNIA TELEPEONE )

. .COMPANY, . . )

& corporation, fom._an order ‘aithor-)
izing the issuance of ccmmon capi-~ )}
el stock of the par velue of . g

Application No. 14&848..
..,.53,915 10¢.00. )

-~

Pillsbury, Medison and Sutro; James G. Marshall;
James T. Shaw; Lawler and Degren, by
Oscar Lawler, for applicente.

"

BY TEE COMISSION:

--w'lnl

OPINION

In this application, as amended in the hee.ri.ns' had on

August 1l7th be:toi-e Zxaminer Fankhauser, Southern California Telephone
Compeny esks pexmission to issue end sell at par 389,131 shares
($38,913,100.00 par value) of iis canmo:i cepital stock and use the
;;foceeds, Lirst for the p&rposo of paying {ndedtedness incurred. by
epplicant for the comstruction, cempletion, extersion and i:nprovemem
‘o/r its facilities prior to May 31, 1928, which have not been already
capitalized through the proceed.z; derived from the issue and sale of
securities heretofere authorized by the Commission, and second, to
tinence to the extent that they are sufficient therefor, the cost of
additvions and extensions Vo its plant made on and atter May :51, 3.928,
and authorizing The Pacific Telephone and Telegraph. Compeny to pur-
chase all or any pa.rt of the .;.38,92.3,100.00-01 the stock :er.erz:ed to |
in this epplicatione '




Applicent hes an authorized stock issue of
$75,000,000.00 of which $36,086,900.00 is outstanding. Of the out-
s‘tandins stock §6,086, 900.00 wes issued under the authority grented by
Decision No. 0845, dated November 4, 1916, (Vol. II, Opinion... and
Orc}e:; of the Railroad Commission of Ce.liromia, ;pase '806) and
$30,000,000.00 was issued under the eathority granted by Decision Koe
i2929, deted Decembdor 15,- 1923, (Vole. 24, Opinions and Q::&era of the
Railroed Commission of Celifornis, page 228). The compeny also has
cutstending $8,542,000.00 of funded debt consisting of $7,376,000.00
bonds end ssée,oob.oo of notes secured by deeds of trust o mortEages.

' is of May 31, 1928, Southern California Telephone
Compeny Was indebted to The Pacific Telephone &md Telegraph Compeny
for edvences in the sm ot §38,175,202.99. On these advences the
compeany has been peying intéres‘a at the rete of six percont per S1IUMe
The o+thexr current liabilities of the compeny appear in the dalance
sheet Tollowinge '

In Exhibit One applicant reports its investment in

Tixed ospital at'%s,ses,soz.oo and its construction work in progress
at $587,444.00, meking a totel of $69,150,746.00.  Ageinst such
investment the canpeny hes issued $36,086,900.00 of its capitel stock
e-a%’-m.oo of funded d.ebt. ' The stock was issued at & dis-
count of $175,241+00. Through the {ssue ¢ the stock and bonds the
company 4x Exnibit Ome reports that it realized. $44,25%5,659.00 which
geducted fram the §$89,150,746.00 leaves & balence of $44,897,087.00.
This investment in fixed capitel was financed by moneis borrowed from
The Pacific Telephone and Telegraph Company, by Other current |
14ebilities end the inves‘tx_izant in the company's properties of morey

offset by & reserve for accrued ciepre:ciation.'




The assets and liabilities of the Southern Ca:_Liromia.

Telephone Company as of May 31, 1928, are reported in Exhibit Two as

rollom.

May 31, 1928.
. » .
[ ] ‘ .'157,%6.70'
. 9,365,763.87
.32,564,958.08
12,6895,455.3L
31,131,249.08

» » . .
. 587,443.76
2,155.05

S, 85288 .
475,816+30"

. 44176
2,116,735.07

477 44577
l 154.75
148 059.46
456748405
4035,2885
175,241'.35
83, 75597

ASSETS:

. Intangible Cax:ital e o o
Right oL WAy & « ¢ & & o«
Lend and Buildings . . -
Central O0ffice Equipment
Station Equipment. « « -
Exchange and Toll Iines.
Other Plante o » oo « o
General Equipment. . . .

Total Fixed Cepital. .
Corstruction Work in Progress.
Tnvestment Securities. « « . .
Miscellaneous Investments. . .
Cesh and Deposits. . . . .
Bills Receivadle . . .
Accomnts Recelivable. .
Materials and Supplies
Acerued Income Not Due
Sinking FTund Assets. .
PrepaymentS8. » « o o o .
Unamortized Debt Discount and Expense.
Unextinguished Discount on Capital Stock
Other Deferred Debits. « = « ¢ ¢ » =« - &

Tot&l A-Bsets a0 a8t essas

LIABILITIES: :

- e P "t& StOCI:., Comon. e & e
mmnebtoo . @ o & o ® »
Advences from System Corporations
Bills Payable. o o o « « o = o
Accounts Pagable « . . - . .
dceruved Liabilities Not Due. . . .
Tiability on account of Provident Mds.
Other Deferred Credit JtemS. « « o.o o
Resexrve for Accrued Depreclation . . . -
Reserve Tor Amortization of Intangible Ca 27,035.77
Deficit. a o . & ® ® @ & & ¢ 8.0 & o s = o 836,66&.99

Total I.iabilities teesnncscesee  $93,504,919.90
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139,819.79
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763,313.1:5
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9 269,474.00
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In view of the fact that the compeny's investment in fixed capi\tal"
énd other assets is substantielly inﬁe:cess of the amount of stock
which it asks permission to issue, we do not feel 1t necessary to neke




a detailed examination of 1ts invesiment in Lixed capltal account.
Testimony shows that The Pacific Telephone end

Telegraph COmpany OwWns &l of epplicent's outstending stock except

Sha.resnécéssary to qualifly directors and thet it will purchase the

$38,913,100.00 of stock if the issue thereof 1s authorized by the
Commission.

ORDER

- e - 4 e

Southern California Telepbone Company heving a.'pplied.
to the Railroad Commission for permission to issue $38,913,100.00 of
common stock, & public hearing heving been held and the Commission:
being of the opinion thet the money, property or labor to be procured
or paid for by the issue of stock is regsonably required by Soﬁthc;.m
California Telephone Compeny and that the expenditures herein’
suthorized are not iz 'whole ox in part reascnsbly chergesble to
operating expenses or to income and that this a.pplicﬁion should be -
granted, therefore, | | L

;:r IS EERERY ORDEHED as follows:i-

l. Southern California Telephone Company may issue and sell
" &t Dot less than par ox or before December 31, 1928,

§38,913,100,00 per 7alue of its common capital stock
énd use the proceeds; first, to pay such indedtedness
as mey heve been incurred by tho campany to comstruct,
complete, extend and ixmprove its facilities prioxr to
Mey 31, 1928, and, seccnd, to flnance to the extent
that they are sufficient therefor the cost of
additions and extensions to itas plant made on ané

after Moy 31, 1928.




Ze The Pacific Telephone and Telegraph Compeny may aocquire
" and hold the said §38,913,100.00 of stock (or any
pext thgreor) of Southern Celifornia !z:elepﬁono
Compenye ’ ’ '
3. Southera Califcrnie Telephone Compw sball file with
" the Reilroad Commission a Téport as :.s'required by
the Commissionts General Order No. 24, which oxder,
Insofar as applicable, is made & part of thls orders
4o 'l'he; authorit& herein granted will beccme effective upon

the date hemrc

| =
DATED at Sen Frencisco, California, this _ 24~
day of September, 1928 ’ ‘

Conmissioners.




