Decision Xo./ 0‘;3:71

BEFORE THE RATLROAD COIZIISSION
OF THE STATE OF cm.zro"wm.

- UE%ICEHN

3 the Uatter of the Application of - 3

THE PACIFIC TELEPHOXE AND TELEGRATE ' Amnl;cation Wb. 763
COMPANY for authorit vy, to issue bonde gﬁl_
.of the face value of 53, OOO OOO. '

Ei;lsbury, Iadinon'& Sutro_and‘Oscar Sutro for applicant.

TEILEN, Commissioner.
C2IXIgoXN

, This is a»n amplzca lon for autnori y to iuzue boada o
the face value of $3, 000 000 for the purnoges he*e;naftc* specified.‘
Amplmcant is 2 Calzforn;a corporat ion engaged zn tac opcram on ‘of
2 general telephone system in the Stames of Caliﬁo*n¢a, Nevaaa,
Oregon, Wbsning*on and Part of Idano embracinc local and toll service; '

| Anp;;cant'z authorized common stock amounts to & total of s
*l8 OOO OOO per vzlue, oll of which has becn iosued. App;;cantfn
authorized p:e.erred‘zuocs‘amoun 8 to $32,000,000, all of which hao
‘likewise been issued. The Azericnn rcicphOné-and Tclcgra?h.¢ompény
ovng $21,707,200 of the preferred atoc2 and $§,Ol7,200 o£ zhcfc§;mon
tock. | | o R
Applicany lists its outstanding vonded inGevtedness as
follows:'i | |
1. Bonds of Sunaet ;clepaone and Telegraph Comnany
cated July 15, 1900, and due October 1, 1929,

5%, === -----------------------------vz.,elz 000

Eonds of :an Pacific Telepnone and ;elcsrrpa
Company dated 1907, due 1937, 5%--
norized 835, OOO 000, outstandzng------ 32, 000 000.

aonds of. Bome Long Digstance ;e;enaone Company,
dated llarch 15, 1912, due Jamuary 12, 1932,
outamandzng--------------------------------- 7,080,000

.Q.al bonded’ :ndcbtcdncsc - $ 40,892,600ﬁ,,.h




On page'§ of its application, applicant lists its notes
ané accounts payable, totalling $1,279,838.31.

Applicant's ascets and lizbilities as claimed by it as
of Ju;y 3L, 1913, amount o -8L02,040,070.82. It ia not neces sary
in this uroceed&ng to exaxine the items ente*ingAinto tae asset
or thae lzaoilitzes for the reasorn <taa% zt appeare that tnere is a
aufficientvmargin vetween the value of the prbperty #nd the amount
of bonde which will be outstonéing if ke bonds now a@plied«for are
iasued. |

Referring to tae revénues'and operating expenses, appiicant
feporfs a net income for the eight months ending Aﬁsuét 31, 1913;f
omounting %o $1,45%,454.

Applicant now asks autaority <o issue the remaining
$3,000,000, face vaiue; of its bond issue,seéured\by deed of trust
to me*cantzle ;.rusv Company o San ﬂrancisco, dated oanuary 2, 1907.
‘npplicant aa? entered into a contracy witn Lee, Elgginson & Company
of Boston to sell +thesec bonds at 95.%% of 4heir feoce value iffdelifer- '
ed by October 31, 1913, in 3oston. Lee, Higginson & Company has
slready paid 60% on the axount to ve paid by it under‘ﬂhis-cont:act.

If these vonds axre 30ld for this price :hé sum o:?$2,889,090jwill

be realized from their sale. Applicant desires tohusé*these“prQCQeds

as foliows: o
1. redeen bonds‘o the’ Sunset Telenaone & Telegrapa
ICOmpany, securedﬁby mors “gage or deed of urust to 014’ Colony Irua*
“ompanj, dated Fetruary 2, 1900, the sum °f'“"f""‘“"' 01,850,000
2. To take up note givcn fox expcndizuéés incurred
on copital accournt during July ané Mgust, 1913, mmmeecmas '242,100
3. To apply oa extensions maé immrovements chargeé

alle to capital account waich. apv’icant est;mazes will be

neceysary &uring “he rema;nder of the year 1913, —---§~--- 1,026,100

motal--------~---- vs,lla 200




As it i3 evident that thc asount thus 40 be expended is in

excess of the proceeds to be realized from the sale of the bonds,

it seem ¢clear thaat a vortion of the money estimated zo-be'neccssaﬁy

for the extensions and improvements during the balance of the year
1913 will have %o be derived froxn some other source.

I shall now refer somewaat more in detail’to each of tae
three purposes Tor waich applicont desires to use tae procécds from
the sale of *hese ‘bonds.

Referrmng Lirst to the Yonds of the Sunaet\Tcléphonc & -
Telegrapa Company, it appears that the bonds wﬁicb applicant nov
desires to ibaue ﬁere regerved for the pu*bose of paying off bonds )
of the Zace valuc of $2 250,000 of the Sunset Telephone & “eﬂesraph
‘CQmpany's iseue. Of these bonde $1,812,000 were outstand;ng priox
to Qct sover 1, 1913.' Tae remaining bonds of the total of $2,250,000
were in the sinking fund. In accordance with an agréeﬁent-ﬁétwéenf
the applicant and the Sunset Telephone & ;elegrgnn Connﬁny, entered
into at tae time waen vae applicant acquired the uunse*'s nroper
it was made the duty,of tné\app1;cant to call in‘the outgtand;ng
Sunset'bonds on Octever 1, 1913. Applicant did 80, payingllosﬂ
of tre face value. In order to retire these bouds appiicant borfowed
$160,000 on its oxe day:bromissory'notes and secured ffom.Lee,
Eiggin:gﬁ.& Company on their coauract to nurcnaae tne bonde for walch
authorization 16 now Tequested, the sum of §1,755,400, hich sum
includeévsome accrued intercs:. Applicant has already‘pq;d from
other sources something over 552,000 of the total amount‘necezsary
to redeem the Sunset.bonds ané now asks autﬁdrity t0 use tae ﬁroceeda ’
of tae bonds now to be issued up vo $1,850,000 to refund indebtedncSa
igcﬁrred in taking uy the Sunset‘ands. ><‘

Waile recommending, on tae factsLOf tais cose, that tais
portion of the applicazién be granted, I 4o not désire-ﬁo e under-
8to0l as pacsing on toe question wvhether it‘is propexr fo‘capitaliic
the ypremium of 5% wolcn was paid %o call in the Sﬁnéet bonda.

Referring now te¢ tne note of §242 100, wnica applicant
executed to gecure a portion of <he ‘.oceeds for ‘the expenditures

=B




iacurreéd on capital.accoun* durina July and August, 1913, thé
details of these expendi.ures appear on 3agea 10 and 11 o* the ap-
blicat;on, vhe tOu&l amount ‘veing v258 600 ‘Dhese expendzturcs were
incurred partliy for udditzonal telephones, partly for new swite
Yoards, toll ooarda, trunk sections and other equmpmcnt installed in
different stations of amplicant in Caﬁiforn;a, Oregon ané Whahington.
“he bonds vhich anplican ‘asxs autdority to issue vill ve 2 1ien
on - Ca¢i’or la pronerty, wmll be nece°sary Tor tnis Commisszon,
under the provisions of Section 52 of the Puvlic Utilit ties ACT, to
pass. on all'o¢ tne-bonds, inc udzng those whose u*oceeds will be
u;ed 0 :ayé u» cxpendxgu*es zacurred in Oregon uad thaingto .. 
I recomnend hat this por 1on of ¢ ne upplicaxzon be sraa
Meferr;ng now to the exmenSAOns and imnrovements vhach
opplicant contemplates iretalling during *ne remaining pdrtion of tzis
year, the details of +he cont enplated exbenditures a:e speci’ied on
| »ages 12, 13 and 14 of the application. These itemz 1nelude thc‘
1natallamzon of additional ceatral office equ;pment in Seax 1e
San Franciseo, Los Angeles and Oaklend, une partial payment
central office equipment already tarted in various offices in
Californza, Oregon and T Vasaington, cexrs ain underground ccnduit and
cable wbrk in Portland, San Francisco and Lou Angeleg, and nevr toll
leads and adazt;onal t01l circuits in Qregon, d_snington and Calif=-
ornxa, ag stated a2t +ue Zearing, the sum of %1, 001, 600.
I recommend that th;s vortion of tne application also
“ve granted. | | o
It is evident tass ﬁéjlicant’s financial condition is very
Tavorable and that applicent will have no\difficulty'in héeting the
interest and sinking fund obligations in coﬁnéction”with the pfdboaed

issue.

I recommend . that the application be gran ed and submit

‘herewith t;e folloving formuoforde*




22RDEXR

TES PACIFIC TELEPZONE AND TELZGRAPE COMPANY having
appiied to the Railroad Commission for ausaority to issue bonds
of the face value of $3,000,000, to e payable on January 2, 1937,
and 1o bear interest at tiac rate of 5% per annum, payableigemi-
snaually, and secured by mo*tsase'or deed‘of trust o “éréantile
Trust Company of San Francisco, datel Jamuary 2, 1907 and -3 vuolic
nearing hgying veen neld unon saidl app;icawion. and the”Commiszion
Tinding that the pnrﬁoses Loxr whichvﬁhe procécds of said éénds are
fo be used are not.ia whbl* or in part reasonably chargeable to
operating expenses or %o income, | |

IT 1§ TERESY ORDERED that Tae Pacific Telephone ané
Telezraph Company ;s ne*ebf autnorized o issue three million
($3,000,000) dollars, face velue, of princivel of bonds of said
Comnany, nnmbered 20, 001“.0 13,000, both numbers inclusive, LSuring
on uanuary 2, 1957, oearing interess at “he rate of 54.per ansum, |
payable semi-annually on the zecond day.of canvary and July of
each year, under and in pursuance of “he terms of tae mortgage, or
deel of trust made and executed by The Pacific “elenaone and "e;e- |
grapthom;any to xbrcantile Trust Coxmpeny of San Francisco;‘ﬁruatec;f

dated January 2, 1907, and supbleméntal indénturea‘ dated'April;l,

1909, and November 2, 1509, on <the followizg coaditions and B0t

othetwise,ltoéwit. .
| bonds shall be sold so as to‘nét‘applicant zot
less than ninety-six and threc-tenthsﬁ(Qs;&%)"pc:'cent*éf.theiff
face value and accrued inuerest at 5% from Sulj 2, ‘1915.;
2. Toe vroceeds from the sale of said bonds shall be
used only for tihe followmng purposes: -
{(a) Ié‘re-imburae applicant for expenditures
incurred in taking up tonds of Sunset Telepnone & Telegrapa
) Qompany'under vae issue of February 2, 1500, secured by
rtgaéé or deed of trust <o 01& Colohy Trust Company; nov
to exceed the sum of—---3----------~-------------.91,850,000

-5~




() To pay appiiconmt's rote, the proceeds of
walch were in part used for capital expenditures dué;ns
toe months of July and sugust, 1513, waica sald expen#itures‘
are set Lorth in full on pages 10 and li of the appi;éation
nerein, not 1o exceed ithe UM Ofmmmw—wecmmcomceccmnon $' _242,100
(¢) Tor the acquisition of pfoperty and;ﬁh¢'
construction, compietion ané extension of facilitiéé Lo
tae Litens snecified on pages 12, 13 and 14 of the ap=
nilcation herezn, 204 +o exceed the sum of---------- ' 796,900
5. The Pacific Telepkone and ;elesraph Company-shall
keep separate, t4uo and aécuraxe accounts sﬁowing tae receipﬂ and
applxca Lon in ceta;* of the proceeds of sxe sale of the bonds
nereby omthorized to be is3ued and on or before :he-zsth'day‘of
each ibnth the‘Comnany ckall make verified reports to tihe Comp'
miscion statinb the sale or uales of said bonds during the p*evious
monta, the terms and condz.ione ol sa_e, the moneys rea¢;zed the
from,and uhe‘uae and‘appllcam;on of suek Monejs, all in accordancg
wita 4his Comission's General Order No. 24, waica Ofder in so for
28 applicable is made a3 part of this ordé:., | |
4. The Pzcific Teleprzoze and iélesraph‘Coméany'zhall
file with tkis Co;mission a cervified copy 6’.~ucb statexert o
‘staxements as it may Tile with Mércéntile Trust Comnany o San
15‘:‘.~e.:rxc:t.‘:5‘<:e:> for the'purpose of securing the release of the bonds
nereby authorized to be issued. | | |
| 5. This order ehall apply orly to bondé‘issued prior
-] Octobe. 1, 1914
6. The authority nereby gzven Y0 issue bonds uh&ll
not become effective until applicant has paid tae fee prescribed

y 8ection 57 of the Public Ttilities Act as amended.

The Toregoing opinion a2nd order are hereby’approved
and ordered filed as the opinion and order of the Railroad Come-

nisalon of tae State of Cali ornia.

~;5g].




. ‘ j .
ted at San “ra.ncisco, California, +ais 2/ day of
Octover,.1913. | |

RaerFn o #‘ stetz 0t Galis g
% £ ﬁ-\ )

0723 1913 \f—’%f‘




