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Decision No. 2oiil . é‘) W

BEFORE THE RAILROAD COMMISSION OF TEE STATE OF CALITORNIA

In the Matter of the Application of )
TEZ PACIFIC TELEPEONE AND TELEGRAPE )
COMPANY, a corporation, for an order)
authorizing %the issuance of common ) Application No. 16249
caplital stock of the par value of g

987 500,000.,00.

Pillsbury, Madison & Sutro, dy Alfred Sutro,
for applicant.

BY Tz COMMISSION:

The Pacific Telephone and Telegraph Company has applied
to the Railroéd Cormission for an order authorizing 1t to issue and
sell at par $87,500,000.00 of its common capitel stock and to use the
proceeds, insolar as adequate, to reimburse its treasury for amounts
paid into the sinking funds under its several bond lssues and for its
uncapitalized expenditures for fixed capital and investment accounts
since October 31, 1922, which have not been capitalized through the
proceeds derived Iroéom the sale of stock authorized by Decision No.
13369, dated ipril 2, 1924, Decision No. 14418, dated December 30,
1924, and Decision No. 18023, dated February 23, 1927.

The record shows that at a meeting held or Januery 30,
1930, applicant®s Board of Directors approved 2 proposifion to amend
1ts irticles of'Incqrporatién S0 as To increase 1ts capital stock
from $185,000,000.00, divided into 1,850,000 shares of théuiar value

T $100.00 each, consisting of 820,000 shares of preferred stock and




1,030,000 shares of common stock, to 3362,500,000.00, divided into
2,625,000 shares of the par value oF $100.,00 each, consisting of
820,000 shares of preferred stock and 1,805,000 sheres of common
stock. Thereafter, it appears, the'holders of more than two
+hirds of the issued and outstanding stock gave them written assent

to the inc:ease.

It appears thet at present anblicant has outstanding
$93,000,000.00 of common stock and £82,000,000.00 or preferred.
In meking this petition to issue en additional QGV,SO0,000 00 of
stock to finance in part expenditures made simce Qctober 32, 1922.
applicant has filed, as Exhibit "B, & comparative balance sheet
showing changes in its asseis and 1iabilities from October 31, 1922

to December 3L, 1929, as followsi-

BS0ELS Vcts 31,1008 De C.oLl, 1928
Intengible capitel « « « » = o« 2 ,619,089.49:3 3,986.47
Right of way “ s o s o o o s e 889, 996.26. 1 975 697.85
Land and DPULldings « o o o o o @ 9, 087 712,492 27 613 184.22
Cen‘tml Omce e a © 8 & & ® 8 2 17 258 800.00- 59 663 923'49 !
Station equipment o« « o o ¢ o o 12 679 266.36: 31 807,455.
Excheange 1ines . ¢ o« s o o o o 40,559, )562.05: 81, 013,246.81
Ton lines e = a w ® & » ® 23 844 547 90- 54 863’513.31
Other plant - - » [ ] L ] L ] - L] * L] L] 898 598022- z 612 824.58
Genexal equipment .. » ¢ o o o . 2,293 777,80 7 121 431,57

5 179,127, 350.07:526 87,185, 243,58

Total fixed capital.ececccaccss
Construction work in progress 6,384, 66I.64. §56 BLD s
Investwent securities « . . . . » 14 073 857.26: 87 817, 419.01

Advances to system corporations
for construction,etCe « ¢ « « 20, 379 245.88: 8 205;435.60

viscellaneous investuents . « « -« 197 152.85: 532 278.52
Cash and deposits « o« « « o ¢ « & 499, 991.95. 1, 394 812.69
Bills rcceivable o o o o o o o o . 141 613.85. l 052 431.52
Materiels and supplies « « « « . - l 490,225.28. 4, 154 378.80
Acerued income NOT QNG o o o o . 111,871.33: 47, 982.53.
Sipking fund 255e%8 « o ¢ o o o o . 126,176.68. 704 387.24
Prep&m&n‘ts s e e & » » - . - -« ® 436 724.76: 713 301036

Unamortized debt discount apd expense 3 561,968.38:' 2 240,051.65'

Unextinguisked discount on capital
GEOCK o v o o o » o o o o 3,750,000,00: 4,820;,984.75

O‘tb.el' defcrred debi‘ts * & o . & o @ 55 564.78. 99 744.54

Total 285¢t5ecescssse 76,966,248.51 $392,l41,450.68
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LIABILITIES Octa31,1922 Dece31,1929

Cepital stock, Common « « . . . & 18,000,000.00:3 93,000,000.00
Y 57,000,000,00: 82,000,000,00

Copital stock, Preferred . . .
- TOTAL CAPLIEL S1OCKewensaennee S 7B000,000,00:4 175,000,000,00
63, ’ . Y » ( sg»‘i‘aG‘BU

Munded debt « ¢ o ¢ o o ¢ & o . @ :
Advances from system corporations :
for construction,etce » . . .« :  87,451,880,.48
Bills payable « o v ¢« ¢ ¢ o o 20,000.00: 3,814,257.36
Accounts payable . . . . . . . . . 1,982,559.09: 7,29)1,659485
Accrued liabilities nmot dvue . . & 1,866,478.71: 4,927,061.79
Insurance and casualty reserves : 596.11
Liability for employees' benmefit
m - - L] - ] » - . - - 495,954.63
Liability on account of provident '
funds o « ¢ « » o o : 40,000.00
Other deferred credit items . . . 285,144.35: 178,890457
Reserve for accrued depreciation 28,882,141.78:  48,133,274.25
Reserve for amortization of intan- : : N
gidble cepital . « . . . . 70,450.82: 217,052.42
Surplus and undivided profits S5,165,519.13: 7,327,377.8%5

Total 11abilitieSeceeee. § 176,066, 248118 592,141,450.65

Ip Exhibit "1", applicant shows that between the dates

of the two balance sheets it invested in fixed capital, in the re-

demption of bonds, and in securities of other corporations, the sum
of $120,380,408.18 not obtained from the sale of stock or donds.
This amount is determined as follows:

Fixed cspital(excluding intengidles) . « « . « . . $159,162,995.97
Construction work In Progress . « o « o o o o o 571,663.79
Peyments for sinking funds « ¢ ¢ o ¢ o o ¢ o 4 . 6,040,452.20
Investuent securities « « ¢ o o 4 v e 0 e .. 73,743,%56L.75
Advances to system corporations{credit) . . . . 12,173,810.28
TOt&l LI N I N B B N N BN R A NI A ;@};2?7’34.‘4,863.43
LESS:Proceeds from sale of stock=-

¥rom preferred stock(Dec.l3369) $21,875,000.00

From common stock(Dec.ls4l8) 35,000,000400

Trom common stock({Dec.l8023) 50,084,055.25

Sub—tot&l-.-.--.-.... 106,929,6b30§3

Bonds essumed . . e o o . o . 35,400.00

POLALeesvcansaannsnncens 108, 964,455, 25
B&la.ncea...--......--......... %12438 ,4 80

The $120,380,408.18, 1t seems, has been financed tem-
porarily through notes issued to the American Telephone and Telegraph

[
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Compeny, which aggregated $87,451,880.48 on December 31, 1929, and
other notes aggregating $3,814,257.36, and tﬁrough moneys represented
by accrued liadbilities, reserves and surplus. Although the com=-
pany asks authority to use the proceeds to be received through the
issue of the $87,500,000.00 of common stock to reimburse its treasury
because of such expenditures, it appears from the testimony of N. R.
Powley, its vice-president in charge of operations, that such proceeds
will be used, actually, to pay ouﬁstanding indebtedness. The order
herein will so prdvidg.

The company proposes to offer 1ts common stock for sub-
seription to 1ts present stockholders in proportion to thelr holdings |
at the rate of $100.00 per share, amd to sell on the best terms possi-
ble any of said stock which mey not be so subscribed for by them. It
is the belief of applicant's officers, however, that the stockholders
will subscride for the entire additiomal issue of §87,500,000.00.
Thile we are willing to permit epplicant to sell its stock at par,
we 40 not by such action concede that w have no authority to require
a utility to sell its stock ot more than par, and, further, we do
not wisk 1t to be understood thet the Commission herecfter, in the
event it is called upon to fix rates, will regard the dividends paid
on common stock Iissued at par, when the market price of such stock
is 2bove per, as representing the cost of money obtained through such
issue. ’

The authority herein granted is not to be construed as an ap-
proval of the entire reported ecxpenditures of $120;380,408.18. Be-

caugse of the mergin between the total expenditures and the proposed

stock 1lssue, we 711l % this time vermit the issue in the emount re-

qQuestedes

ORDER
The Pacific Telephone and Telcgraph Company having
applied to the Railroad Commission for permission o issue
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$87,500,000.00 of common capital stock, a pudlic heéring having been
held before Examiner Fankhauser, and the Rallroad Commission Yeling

of the opinion that the money, property or labor to be procured or
paid for is reasonably required by applicant and that the expenditures

herein authorized are not, in whole or in part, recasonebly chargeable

to operating exﬁense or to income, and that this application should

be granted as herein provided, therefore,

IT IS HEREBY ORDERED that The Pacific Telephéne and
Tele graph Company be, and 1t hereby is, authorized to sell for cash,
on or before December 31, 1930, $87,500,000.,00 of its common capital
. stock and use the proceeds to pay indebtedness set forth in its bal—
ance sheet as‘or December 31, 1929 and through the payment of such
indebtedness to finance in part the scquisition and comstruction of
the properties described in the application hereln.

The authority herein granted is subject to the following
conditions:-

(1)  Applicant shall keep such record of the 1ssu§, sale and
delivery of the stock herein authorized and of the disposition of the
vroceeds as will enable it to file, on or befofe the 25th day of each
xonth, a verified report, as required by the Raillroed Commission's
Geperal Order No. 24, which order, insofar as applicadle, 1s mede &
part of this order.

(2) Tre authority herein granted will become effective when
applicant has filed with the Commission a certified copy of its Arti-
cles of ITncorporation, emended as indicated in the foregoing opinione

DATED AT San Frencisco, Callformla, this _ [/ ’Ri;w'or Feb-
ruary, l1930.

Commissioners.




