E

Decision No. 2 8 3 (‘ 7

BEFORE THE RAILROAD COMMISSION COF THE STATE OF CALIFORNIA

In the Matter of the Application of
THEE PACIFIC TELZPEONE AND TELEGRAPE
COMPANY,
a corporation, for an order author=-
izing it to issue, sell and deliver
$30,000,000. par value of its bonds
to be kmown as Refunding Mortgege
3%% Bonds, Series B, and authorizing
it to execute and deliver an indenture
supplementel to its Refunding Mort-
gaege dated Mey 1, 1922.
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Application No. 20370

Pillsbury, Madison and Sutro, for applicant.

BY THE COMMISSION:

PINTION

The Pacific Telephone and Telegraph Company in this proceeding
asks the Commission to enter its order authorizing it to issue and sell
at not less than thelr face value and accrued interest, $30,000,000.00
of its Series B refunding mortgage 30-year 32% bonds to be dated April 1,
11636, and use the proceeds for the purposes hereinafter stated. It
2l30 asks the Commission to execute a supplemental trust indenture sub-
stantially in the seme form as the supplemental trust indenture filed
in this proceeting as Exhidit €, to amend its trust indenture(refunding
mortgage) dated May 1, 1s22. |

Tohe Pacifle Telephone and Telegraph Compeny bhas outstanding
$180,500,000.00 of common stock and $82,000,000.00 of 6% cumulative
preferred stocke It also has outstanding in the hands of the publile
the following bonds:-

Tae Pacific Telephore and Telegraph Compeany first mortgage

end collateral trust 5% bonds due Jamuary 2,1937 ,4..$24,948,000,00
The Paclfic Telephone and Telegraph Company refunding

mortgage Series A 5% vonds due May 1,1952.cccevceccecss 23,890,000.00

Eome Telephone and Telegreph Company of Spokane first
noxrtgage 5% bonds due May 15, 1906 cccrecccescsssvecncs 2,999,900.,00

Total bOndSe.ecveescssss. $51,837,900.00
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In addition it reports outstanding 4% demend notes held by
Bankers Trust vompany of New York, Pension Fund, Trustee, in the amount
of $8,824,947.59.
Applicent in Exhibit A reports its assets and liabilities as
of December 31, 1935 as follows:e
ASSETS

Qigh't or Way -..--a-----o-.o.oo-o.-o.--qoooo-ota$l 675 216.56
Iﬂnd P 00 ¢ oo LR B O B BN B BN BN Y BN BN B A I N N NN W W] 3 560 179.89
Buildings LI I AN O W BB R BB N B NN N N W NN R N N N R NN NN WY 25,975’452.31
Central office equipment ..cececvcescecconseces 63,899,315.64
St&tién &pp&mtus L 2L I B B AR BN B B BN RN N N N N N A N NN WY 16’389’392.45
Station Installations, drop and block wires... 13,504,686.36
Other station oquipment ceeverevcesseccneancen 8,266,772.79
POIQ lines L L LI B B R B B B R B R B R B R N B BN N R N B N N BN W W ONE S W N W 29,515’808.95
cable L 0BG I B BN B B R BB B AN R B B B B R B BN N BNCRY B BE BN NN R R N A N N N RN Y 54’592’716.51
.:L.eri&l W.'LI‘G PP EDBEIPPENONOOESCPPOAN VO PSSP S PO RS 16’902’551009
Underground conduit ®S AN P e e Perast s sRRRRe 19,458’337.46
Turniture and office equipment ..icevescecsans 2,752,472,43
Vehicles and other work equipment .ceceesceces 2,227,110.56
Undistridbuted ¢cost Of PropeXty eeceeccancecses 434,019.56
Construction work In Progress eeeceecssccccene. 1,46),328.,04
Total telephone Plefit..ececs.. $§5§f€I5f3€ITGU

Investments in afriliated companies .......e 130,068,302,39
othﬁr mvestments LA B B LI BB A T N N N N R NN NN NN 1,916’272.76
Miscellaneous physical property ececececcssses 811,330.69
Smins mds L ENEN N NNNENRNNENEERENRENENNNNNNRNENNNY] 344’118001
Totel investments(Includes

tolephone plant) ........ $391,755,384,.85

Cash and speclal cash deposits v.cceececaenee 1,572,170.81
N‘.&teri&l and Supplies LI LI O B IR I BN B AR BN A BN N B NN 2’288’985.38
Other current 2330LUS .ccceccesosconscacecscascs 5,763,594490
TOt&l Curren't &Ssets seenesssea & g gzz ,SI.UQ

Discount on funded deDt c.cescececccsconcccnne $ 1,081,000.80
Other deferred debit 1tems .c.cccececacervcces 6,467 ,396,70
Total deferred debits evesanes 12; g:;%g:g%g.g%

Toml aSSOtSo......-. . g - [ -
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LIABILITIZES

Capital StOCK, COMION eccvavecacanscnsnssess $180,500,000.00
n Preferred LK O K B B BN BN W B BN BB W W RN WY 82 Ooo ooo.oo
Total capital STOCK sevcecen §§e§:gog:oog.og
Mded debt ....O..C..O'.O....I--..I...C... ’ 3 -
Other long term dODT .ececvoccsccccsscncens 8,824,947.59
Total long term debt ..eeece.. § 6§:6g¥:§§g.§g
Total current lisbillities.... 5 4,0 68,
Accrued liabilities Dot GUE .c.ccevensscncne S D, 0bD, 00l e
Total deferred erodits cieeresvenivbosencas ¥ 1697 ¢
Insuance reserve PO PP ENDOSEB PSSR PORPR eSS %
Pmﬁdent reserve LR B K BB BN BB BN N BN B N N O N NN WY 40 ooo.oo
Depreclation Ie36IVE ecececccscccsccsccnass $ 20,531,867.1)
Totel IeServe ceeecccccsccssne 0,572,482.38
S’uI‘PlllS‘ I‘eserved (AR NN ENENNERERXEEE RN W W W T oo.
Unappropriated SUIPIUS suceeccvecccossesace 4 518 008.04
TOt&l Snrplus ®Ssesss b ssBseee 5 3 I 8.0
Total liebilities...... .3&‘@‘&‘{.'337475
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Under its refunding mortgage, applicant may, at its option, on
May 1, 1932, or om sny interest payment date thereafter, redeem all, dut
not less than all, of its refunding mortgage Serles A bonds, upon giv-
inz sixty days xnotice and paying the redemption prices specified in
the trust indenture securing the payment of such bonds. Ir‘the bonds
pre Tedeemed on or before May 1, 1942 the redemption price is 1074 and
accrued interest. There are now $25,890,000u_of said Serles A bonds‘
outstanding. Applicant intends to fedeem such‘bonds on May 1, 1936.
To obtain funds necessary to redeem the $23,890,000. of refunding
mortgege Series A bonds, to reimburse its treasury om account of income
expended heretofore for the redemption of bonds, and provide itself
with funds necessary to redeem in the future, bonds issued by The
Home Telephone and Telegraph Company of Spokane and Southern California
Telephone Company, applicant asks permisslon to 1ssue and sell
$30,000,000. of its refunding mortgage Series B 33% bonds. The Series
B bonds are dated April 1, 1936 and are to mature on April 1, 1966.

The Series B bonds are redeemable, as a whole or in part, at
the option of the company, onr any interest payment date, upon not less
then sixty (60) days notlice at the following redemption prices,together
with acerued interest, said redemption prices being as follows:= to
and including April 1, 1941, 1084%; thereafter to and including April
1,946, 107%; thereafter to and including April 1, 1951, 105%; there-

after to and including April 1, 1958, 1023%; thereafter to and include
ing April 1, 1962, 101%; and thereafter 100%. |

Upon the redemptlon of 1ts refunding mortgaege Series A bonds
in the amount of $23,890,000. applicant will have to pay & premium of
$1,791,750. It proposes to charge this premium, together with the

unemortized discount and expense on the bonds redeemed, to its surplus.
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The expense incident to the issue of the Series B bonds will de
smortized during the life of the bonds. If the company 1s successful
in selling its Series B bonds at a premium, the amount of expense that
will be amortized will be reduced by the amount of such premium,
Through the refunding mortgage Serles A bonds applicant will effect a
substantial saving in its ammuel interest charges.

Applicent reguests authority to execute a supplemental trust
indenture substentially in the same form as that filed in this pro-
ceeding as Exhivit C. The supplemental trust indenture amends and
modifies the company's trust indenture of May 1, 1922, The Commis-
slon has been advised that applicant will eliminste from sald sup=-
plementel trust indenture Section 13 of Article Fifth which reads |
as follows:=

"  That it (The Pacific Telephone and Telegraph Company)

will at all times duly observe and comply with the terms

and conditions of the license agreement between 1t and
american Telephone and Telegraph Company, covering licenses,
services, privileges, and other relations; and also all
agreements in modification thereof or any substitution
therefor; provided, however, that nothing in this indenture
contalned shall prevent The Telephone Company from assenting
from time to time to such changes in 3aid agreement as may

be deemed by The Telephone Company necessery or advisable

to meke the contractual relations between the parties con-

form to preveiling business methods and practises or to
be in the interest of successtul operatlion of 1ts properties

or business.”
ORDER

The Pacific Telephone and Telegraph Compeny neving applied to
‘the Rallroad Commission for permission to execute a supplementel trust
indenture and to issue and sell $30,000,000. of bonds, the Comission
having considered applicant's request and being of the opinion that
this 1s not & matter in which a public hearing is necessary, that the
applicant's requests should be granted as herein provided, that the
money, property or labor to be procured or paid for through the issue
of sald $30,000,000. of bomds is reasonably required for the purposes

specified herein and that the expenditures for such Purposes are ﬁot

in whole or in part reasonably chargeadle to operating expenses or

%)
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to income, therefore,
IT IS HEREBY ORDERED as follows:=

1. The Pacific Telephone and Telegraph Company may, after the ef-
rtoctive date hereof and prior to May 31, 1936, execute a
supplemental trust indenture substantislly in the same form
as the supplemental trust indenture flled in this procood-
ing as Exhivit C, except that Section 13 of Article Fifth
of salé supplemental trust indenture should be eliminatéd,
and provided that the authority herein granted 1is for th05
purpose of this proceeding only and is granted only insofar
as this Commission has Jurisdictlion under the terﬁs of the
Public Utilities Act and is not intended as an approval of
said supplementel trust indenture as o such other legal
requirements to which said supplemental trust indenture may
be subject.
Pacific Telephone and Telegreaph Compeny maey, after the ef-
foctive date hereof and prior to May 31, 1936, issue and sell
for not less then their face value and accrued interest,
$30,000,000. of its refunding mortgage Series B 33% bonds
due April 1, 1966, and use the proceeds, other then Accruéd
interest which may be used for general corporate purposes,
to pay its outstanding refunding mortgage Series A bonds,
to reimburse 1ts treasury om account of income expended for
the retirement of first mortgage 5% sinking fund gold bonds
of Home Long Distance Telephone Company, and to pey at ma=-
turlty on May 15, 1936, bonds of The Home Telephone and Telw
egreph Company of Spokane.
authority herein granted will becomes effective when The Pace
ific Telepbone and Telegraph Company has pald the fee pre-

scribed by Section 57 of the Public Utilities Act, which

fee 1s Three Thousend Five Hundred and Fifty-rive($3,555.)
Dollers and when sald The Pacific Telephone and Telegreph
Se




Company has filed with the Commission a complete copy of
the registration statement filed with the Securitles and
Exchange Commission.

4., The Pacific Telephone and Telegraph Company sball file with the
Commissiog on or before May 31, 1936 two c¢coples, as exe-
cuted, of the supplemental trust indenture herein authorized
to be executed.

S. The Paciflc-Telephone and Telegreph Company shell file with
the Railrosd Commission on or before Octobder 31, 1936 a
statement showing in detall the expenses incurred by it
because of thelissue and sale of seid $30,000,000. of bonds.

6. The Pacific Telephone and Telegreph Company shall keep such
record of the issue, sale and delivery of thé bonds herein
authorized and of the disposition of the proceeds as will
enadble it to file on or before the 25th daj of each month
a verified report, as required by the Railroad Commission's
General Order No. 24, which order insofar as spplioable,
is made a paxrt of this oxder. |

P
DATED at Sen Framcisco, Californie, this _/O day of

February, 1936.
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