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BEFORE THE RAILROAD COMSZISSION OF TEE STATE OF CALIFORNIA

‘In the Maute“ of tne Avplzcution -
-oof _ _

| THE PACIFIC TELEPEONE AND TELEGRAPH Applicaticn
- COUMPANY , a co*poration, o . o No. 24414

for an order auzhoriaing it to Lssue

gnd sell 656,250 of ite. comuor shores
the par velue of “.'LOO per share and

agg:egating $65,625, 000. :

| ALFRED SUTRO, for Applicant
RILEY, COICIISSIONER:
-8 E E 91

| Th¢a is an dnp;ica ,on for an rdcr of the Ruilroaa'V

.Comm.us*o& authorizing xhe Pac**’ one ana Te egruph

Compary to’ zssu and. qch-'u56 250 w“area of its comﬁon ,t005, o
_‘of the ar valuc of $05,o 5 OOO, 2t not le°°.*nan the pur
value thereo¢,lfor thc 4urno,c 01 r;¢mburs:ng its_treavury ;‘
| f'* one;, acbually expenccd “since Ovtobcr 31, _922, from
'-income cﬁd from o) her 2eneys in its tr eagury, and to offer

,ai‘ 656 ?50 common °n 'tb tbe\dol&e rs of it out tand;ng
'vrefer*ed and common uh¢rc, fo ' ubucr;puion; at the rate of

$L00 - a ,hare, in: thc p*oportion o¢,onc.,hare fo“ each fOur

3 uharcv'o. prcfe red: and/or common she tanding in the




" neme of each shareholder of record. | | o
| As o; July 31, _9A the company . repo*tq its . auxhor-fr
mzcd end oum anding cgp~t4l otOC£ at 2 629,000 uhare of the
par vulue of »roo euch and of the uggre,:,ete par vhlue of - ”
8262, 500, OOO of wnrch.l 80; OOO uh¢re° were cormon ‘shares and
820, OOO preferred. ReCPn l/ tne comnary has ,ncrcaaed its

. _uthorized cuoltal utocr to 3, 50 vhhres of thc pur value .

of $100 auch, vidcd rnto ~,46l 250 common dhhrea and 820 OOO

preferred shares. S
U In mukiﬁg tne prosn psli 2tion for pe*mi sion to -
e the “adit*onul comuor shares of Lock, the comp4ny nas
*léé it, lance shect showing cssets and li,bilrties’as c:i‘.,'j
Ju*y 31 1941, a5 follow o R A
 pssets

relophone plamt | C 8915,79.580.43

. Misccllaneous physical propcrty R 9"0 162. Azhf'
o Investments in subsidizry. ccrpunie, ' 157 704,927 39 .

Other investments = - | , . 597,218.38 - .
Sinking funds- - - f‘ 5 - . - ‘ 325,000 OO@m
Current asscts - - ‘ A o
Cash ond special depo,ito‘ qr;ézz,,96 23"';r'
- Working funds - = o 66,806.48 0
- Notes reccivadble R 7 rhRlse35 |
Accounts reccivable - - 8,00L, 3166.33 . e
Matorizls and: squ_ies o 4,@38,7§§ Q5 14,537,182 34

'_Dufurred chargcsv-., ' R £.840,801.83
. i o ’ 'I'O'tal «-Suctw ‘ o SR 706,873.2
ST | "r,uirbglgticg ‘”f‘ f”f”’f'r“

Common stock o 180,500,000.00

Prc erred stock - ' ) 82 000, ,000.00

wded debt - 54 568 C00.00 .
' Votc« sold to:trustee of ven sion fund 9, 749 171.36
Advances from The Americon Tel. & Tel. Co. 45,400 OOO OO”
Current -and hccrucd liabilities - _ .
Advenee pilling . .. . - %1, 546,r02 ‘
Accounts payeble ' “’ . 6,693 ,626. 66'

Acerued lisbiiities _§,360,660 is 14,600,379.341ﬂ

Deforred erolits - .. = L05,104.36

Depreciation and amortlzatlon rescrvcs | ‘f:r' 98,A48,555.r9.'
Un-pvropriatod surplus . a z;__10 025,66 .O
o rotul liabiritiev 95,706,873,

.r;z;‘.f




| The amounts. rgportod 2s advances rom ”hc Amer*c:n‘
Tclephone and - Telegr¢pn Comp¢ny conbi.,w of onc-daj unsecured"*'
5% notes is sued over a berzod of t¢me from Sontember 16 1940¥H1
%o uuly 31, 1941. o B U . |
| | The company “eport, that betwaen October lv'l922_l -
' and Julf 31, 1941, it erpcﬁded for ¢ opevtf, for the ret lfé;‘v.
mcnt of bond and udvunccd to uuo,iaiarf companie S5 the uumﬁ
of $85, 3)5 570 ll in exchss or p*oceede rom the igsuc o*
vdtock and note,, and advancey f*om The Amcrican Te*ephone "nd;f
;elegraph Combanj. Th&a amount was dete*m;ned as . folloa o
Tnerease in telephone plant aceowmnts 6201 486-054 33.;7

Increase in investment in uecur1t¢cg of ‘
suhsidiaries 118, 836 001 54
Inerease. din ﬂdvance, uo‘subsiaiuries g 620 7540
Increase in other investments ,
Increase in miscellaneous phy,mcal property 773 009.57 .
Increase in cash deposited in *inzing funas., 198 823.32 ¢
- Decrease in furabd cebt S . 8,630, OOO<QQ;;;

"’334,936 930-35

CLess - :
- Proceeds: from ale ‘of stock’ 0194 432 138. 8o = S
Pension fund note . 9,749,171.36 = e
Sdvances R 45J400 2000.00° 49,5 ,329 4jz¢_

"Bclmncé o f?'g 8 70. 11" "

Ac»ordiag %o thc tc,timony of 8. . Campbell, up-" 
pl;canz‘s vice p*eqident and geﬂﬁral auaitor, the $35,355 570 ll
‘_was obtaired from various source s, or is reprnsented by ad--f= L
_ ju.,tment.., ae 'foil.il.ows*i | | , ' |
) "\-From gurplu carninge  '”‘ 8 4,860 149.93f"‘
. Froz reserves . 69,054,244 .08
- From.current items ‘ A 784 Ti2a39 .
- FProm deferred items: ‘ 5,389 943 60n‘ |
- From adjustment of Intan- SR
cgibles . 1, 266 486 13},

Cgetal . ',555,355,570 1




Although the comﬂuny now auks pcrmi wior to isoue
,toch to re;mour,e i t*eagury, the reﬂord shows. that it is
itu ¢ntenxlon to use the proceea after rcimbursement to
pay advanccu f*om Th e Amﬂr;can Tc‘opho e a“c Ielcp*anh Com-
pany, whicn advanccs were rcported in the total amounu of
$45, 400, ooowc the da‘ce of the oalence shees.. I"‘i... cxpectcd o
‘that thc advance will approach or ﬂxcced the var vglue of
the ,tock b“op0°éd to be 1s ued by the t;mc auch i sue ;s con=
le ed. Anplic_n* propoues €0 use the procceds 1ot nccded to 3
pay faid adv;nccu for guncral corborate pu*uouew., | C
| The *eco*d Shows thdt thc compgny is in uued of ad- )
ditional capita’ fundg to 1mnrov; its. cash nos ti on, to vay
*ndebtcdnc und vo'.::'i.nanco the cost of addition %o ita'
propcrtios and lnvc“tnent,, and Eﬁat it H&o conc;udod tnat o
this need con bc mc* more advanthgoouslf throubh thc is,uc o
' «nd sule of aharca of common. gtock *a*anr than bondu or; some
_oth form of 5o curity. s | |
I¢ testi’ying ;n obpport of the plan to i*sue
«oharos of common °t0¢ﬁ ht this ummo, X. R.. Sullivqn, the
company'* first vice preg; nt, iuatcc thut a* thc clo
of this year, uming tne addltional dhw.co is ued tho
totul ouz anding cup*ual ation wowld' _ggrcgute $397 350 OOO,
| conuioting of various clhs 7of‘~ecur1t1cs and obligation,_'
din rclutive pvopo 3 n a5 follows-, | _‘ |
 Itom: .  Amount . Ber cgrt
Bond, ' & 54,5 8 OOO o 13. 73 .
© Advanees o -
Pension notes - - 14,657 OOO‘

Preforred stock 22,000,000
“Subtotal. . 151,225,000

;8 O%' |
Common stock _Zdéu_jﬁidll_ I ¥ 57 E
Total  $297.350,00C ;.E...m




A-leﬂ-ll;h- o .. | _ 3 .

While the pronortion of commen °tocy m4bht appeur to
be relatmvely “ign, he polnted out that thc compunyff debt is
groving ropidlj, and toat followmnv <he issue of common hures;.
| 25 now p*oposoo, fhe debt proportion w1¢* aguin »tort to climb
_;duc to the conmiruing neces sioy of bor*owing aodit;ongl ouuo_“
’rom time to time for nem con truc*ion. It is reported thut |
Wit h the presont re te of growth and w;th the const*uction pro— ]'
gron oumllncd for ;942 the company will be colled u;ou to |
borrow. aop*oximately $32 OOO 000 our¢ng thc coming ycar.,~_
| Th&a fuced wit % the con t_nu nood for new ca pit_l,
it iq urged b3 Mr Su_l;van tﬂut the company ohould take ad-;

.tage o‘ tﬂe oppo un;ty to obtain comnon stock moncy, which ,
it now hM,, _nd to reoervo its. borrowing cupacity for time° :
wken’ monoy cannot otnerwmwc o procu_od.m3¢t uppearo %o be L
- the opinion of the witnoes that if tae company now reduces its
bor*owing capociuy, orooummblj ohrough one is suc of bondo o*'- 
,ome other ;ncoro,t beorinz qccu,ity _nwtoad of common otOCk, _
xill be impo oiole for it to obtoin 1ew c_pital on roason-
lablo terma at gomo 1uturo dato w%cn ;ntoro,t rute,, in genoral
may bo higher. i | :' o B |

I io, of coursc, in Lhc public inxereut for t*l—_ :
-ity, looking toward the fuxure, to maint ain ; capital gtruot--
ure oufficicn.ly flcxiolc to on_blo to *ai ¢ fundg when _nd ‘
as nocded and o neet its rcqu;ro onte rovcr 2 conzlnuing pc iod“
of time, undc*'d;f*o*ins cconomic condit*oﬁ For thiu rcaoon,‘.
in this oarticular case, b beliovo thmt uoon tho qhowmng maoo,

the Commission ic_v:rranted in m ing an ordcr{auxhorizing‘thc 1.'

ssue of tne sh&ros of stock as roououtgd., S
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I believe, howevcr, thut upplicant onould be p;aced L
upon notice that tho Commi,sioo does not;vond w*ll not egard3
the divzdends on tno common otock as determining or fiying
,uhe rate of retu:n the compony should be allowed to earn in
the event the Commission i, called upon or finds it deeirable

to review it, raves. -

I herewith e'u"omit ohe folgowing form oP or dor._

.o. DER
The Pac*fic ;eleononc and Talcsraph Company hovino‘
'apolied to the ?@ilrood Conmission of tho st sate of Ca’ifornia -
’or an’ o"der au*horiz*ng the tssue of 6;,625 000 pur valuo .
of common etock 2 public nearing: havirg becn hcld and the
Commissioo bcing of thc opinion toat th monoy, property o*.
labo : o be procured or poid for through th e issue ofooaidr
vook 15 re“sonably rcquireo for the purpooc oprci iod‘horein, '
and t at the cxponditureo Ior such purpose c not in whole
| o*'¢n part reaoooably cnargoablc to Opcrut_ng cxpendog o* to c
gncome, y o .' ”. ‘,
| 1T IS EEREBY ORDERED' ohm Tne P..cific Tclephone and |
,Tﬁlog“ ph Company be, aad Lt oorcby is, aumhorized o is sue
and oell on or: befora DeCombgr 3%, 1941, at not leos than
OO a snare, 656 250 aha*c° of its common cap;tal stock of
.th oggregote par vulue ot 65 62:,000 and’ to use the pro-j‘ 
.ceeds for vhe *e*mburbemant of mon eyS‘zctually expcndod Prom v”'
income, und ’rom oo“cr mongy Ln mtg tre su*y not aocured by

Sor obtuinod from the issue oi *ccur;tics, *or *nc acquisition




~of propertiee,'the-invéstment‘in-securi*ies of ‘=nd advances'to' |

“subsidisries and the retircmeﬁt of bonds prior to Auguat l, _

1941, provided, said proceed, be used o vay inaebtednegs,due o

' The Amc*ican Telephone and “elcgr ph Comnany or - for such oﬁhcr:*
purpo es as the Ra*lroud Commi,sion will hcrcafter aumnorize.“

" IT IS EEREBY FURTEER ORDERED that The Pacific .a.cle-- "
paone anc ”elcgruph Company may offer sh¢d 656 290 ahareﬂ of
common capitul gtocr to the holaerg of 1t° ouzstundLng prc-g'
férréa anc, common ahares, for ‘subscription,‘gf thc rute of
$lbb?a wharc, in the o oport;on of one re for each four
| ;hifes of preferreg and/or comnon. uh4rc tanaing ﬂn the name ,'
of each shareholaer of rccor o o -

" | Thc author;ty Hcrc grantcd is SUbJCCt to tho
following cong*t;o D | | R
l. T“» Pac ic Tcl ﬁ“onc ~.nd Tclngr“ph Company ;y
-7,~null Yegp uuch record of the i:suo ;nd salc of. tho atock ,  
hercin autnorized ;nd of dhc amsoositio“ of the p*ocgcag,_a'.€ 
w*l enab;e it to fﬁlc, on or’ b forc the n5th c_f of o°ch.‘
month a i od, rcnort rcquirud bj .He Railro-a Com-'
mxsui0d7° Gcncrul Ordo* No. 24—A which o*dcr, inaofur as’ ap— -
vlicuble, is made & part of th‘s ordcr-u   '_ ~‘ S
| ;2;f Ihc auth ori y hc cin gran cd wil;7bécome éff§¢tfl
. iv; wpon th~ Qat c hcreox.' | B ‘ ‘ o _v"v
Ihc ’orcgo g Opinion a.d Ox-c.c.~ are hcreby ﬂnprovcd ’

d orcc*od ’ilcd a5 tho Op‘ﬂLOﬁ d Ordcr ol the Ruilroad

- COmmission of the Stato of Ca_i*orml
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oi‘ Oc obcr 194.1.. Lo

- Commissioners.: .. ..




