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Decicicn No. SARSY ‘U L.u! \J[‘k

2ZFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFGRNIA

In the Matter of the Application of

SOUTYERN CALIFORNIA TZLERPHINE COJ
2 corporation,

for an order aus horizirv it to issue
and sell 360,000 of it sahﬁpﬂ at the
nar wvalue tbereof, non ’r, 100 pex
cazre, and aggreﬂauinﬁ ‘*0,000 0u0,

to The Pacific Telejhone and mclc':ub"
Conpany Apn;mcatlon
- No. 24630

and

:
;
of the Application of
THE PACIFIC TELIPHONA AND TELEGRAZE s

COUPANY, & corvorstion,

for an order authorizing 1t 10 purchase
from Scuthern Californic Telephone Comgeny
360,000 of its shares at the per velue
thereo:, namely, $100 per share, and
aggregating $36,000,000.

BY THE COMMISSION:

This is an applicaticn for an créer of the Rallroad
Commission authorizing Soul Cali¢cr wJa Teleprnone Conmpany,
hereinafier zozetimes referTed to 2s the company, to Issue
and sell 360,000 shares cf its comzon siock at the par value
thereof, namely $1C0 per share, 2 apgzregating 336,000,000,

-

for the purpose ¢f paying ounistancing infebtedness and of
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reimbursing its treaswry, and authorizing The Pacific Tele-
vhone and Telegrzph Compony to purchase said 360,000 shares
of stock.

A condensed balance saest of Southern California
Telephoze Company shows its assets and liabilities as of

October 31, 194L, as follows:

ASSETS

Telephone Plunt $219,655,910.04
Telepkone Plant in
Service $214,613,226.58
Telephone Plant Undar
Construction 3,972,186.326
Property Held for Future
Telephone Tse 293,104.55
Telerhone Plant Accuisi-
tion Adjustmernt 777,292.45
Miscellancous Property cad
Investments 310,274.10
Current Assets 9, 768 006.02
Cash znd Specicl Depesite 210,597.85
Working Funds 20,310. 84
Notes Receivabvle 3 350.37
Accounts Receivable 5, ¢27 195.17
Materizcls and Supplies 4.006 551.79
Prepaid Accounts and
Deferred Charges 1,082,924.52

$230,817,114.6

Comnon Stock $125,000,000.00
Notes duc The P2c ¢ ~v‘- 7
and Tclggrapn C;A 30,650,000.00
Notes duwe Trustoe of B :
Tund . 5,038,724.35
Current ond Accrued Liedi..itics 13 704,919 27
Advanee Billing and
Customers! Doposits $ 9L9,064.29
Accounts Payable 5 OLu,o8 .22
Acerued Lieb*l tice 7 74-,9”3 06 .
Deforred Credits 70,121.19
Depreciation and Amortizotior
Reserves 55,999,364.99
Unappropriated Surplus 233759/.88

$230,817,114.68
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The company has ax authorized capital stock of
1,750,000 sheres, all common, of the par value of $100 each
and of the aggregate oor value of $175,000,000. At present,
as shown by the balance sheet, there is outstonding stock of
the cggregate par vaelue of $125,000,000, all of which is re-
ported held by The Pacific Telephore and Telegroph Company.

Tae company has 1o bonds outstanding. Its lieblili-
ties consist of wunsscured notes 2nd accounts payable. As of
October 31, 1941, it owed The Pacific Telephone and Telegraph
Company the sum of $20,650,000. Included in this amount is
a 83,250,000 note issusd o April 29, 1936 for the purpose of
refunding bords. The rewcinder of the noves, to-wit:
$27,300,000, was issued in varying amounts, irom Decenber 3,
1940 to October 21, 194i. Pursuant to on order of the Com-
mission, the ccapany hos been paying interest at the rate of
3.31% per aanum ox the $3,350,000 note. On the remzinder of
the notes, it pald interest at the rate of 5% per annum to
Octcber 1, 1941 ond ot the rate of 4% per anwum since October
1, 1941. All of the notes are puyable onc Gay after date.

On its outstanding stock, the cozmpany paid dividends
at the rate of 7.672% ir 1536; 8% in 1937; =nd 7.75% in cach
of the years 1938 ond 1940. During tho Iirzt ten months of
this year, the company!s dividend payments have amounted to
$7,254,166 as compared with 8,333,333.33 Jor the [irst ten
months of 1940. The dividends paid this yoar were §$75,319.79
in oexcess of the net income for the ton months ended October
31, 1941.

The company's exponcitures Lo adaitions and




betterments to its proporties nove inercased matlr u-ly during
the present year. Reports £4led with the Commissioa show gross
capitel oxpenditures of $16,165,470 in 1939; 518,148,525 in
1540, and $25,284,623 during the first ter months of 1%4l.
Aftor the deduction of rotircacnts, net additions and better-
ments arce reported =t £6,333,197 1939; at $7,173,234 in
1940, end at $16,559,340 during the first tor xonrths of 19.41.
The company ostimatos that by the time it is in 2
sosition to issue the 360,000 shares of stock, its borrowings
from The Pacific Telephone and Telegriph CQmpany will e&ﬁal;yg
o ovent that its in-
debtedness to The Pacific Tele oph Company 2t
the tire the stock is issucd is less than $36,000,000, appli;

cant asks nermission to use tac differcnce betweon the
‘ .

436,000,000 realized from the issue of stock and 1ts indeoted-

™

ness due The Pacific Tolepkone and Telegraph Compiny to re-
imburse its treasury beeouse of Income expended IOr additions
ané betterments to its aropertics. It is of record that the
company has expended sinca 1917, $58,687,995.80 for "ddi tions
and betterments to its vrovertics and the retircment of 3
dobtedness, and that no steck or Lny avidences of indebtedness
have be 2 izsued to finance sucn expcnditurcél In the main,
this umount represonts The Lnvestaent ¢l the compahy's deprocin-
tion and other rescrves and curplius in 1ts nropurtles.

The order herein will authorize Southern Celiforniz
Telenhone Company to ig ot par sald 360,000 shares of stock.,
Howover, the compeny shoulé be nloced upen rotice thrt the

Commission Go¢s not, aad will not, regerd the dividends on the
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common stockx as determining or fixtding the rate of return the

company should be allowed to eern in the event the Commlsslon

is called upon or finds it desirable to review 1ts rates.

Application having been made to the Railroad Com-
mission for zn order authorizing Scuthern Czlifornia Telephone
Company to iscue and sell £36,000,000 par value of its common
steck to The Pacific Telephone and Tolegrapz Company, who asks
nermission to purchase andé hold said $36,000,000 par velue of
stock, and the Commission neving considered the matter and it
being of the opinion that a pudblic hearing is not necessary;
that the money, property or ladbor to be procuréd or paid for

through cuch issue is reascnably required by Southern Cali-

fornia Telephone Company for the purposes specificd herein,

and that the expendifures for such rurposes are not, in whole
or in part, rc:sonabl& changeable to operating expenses or to
income,

IT IS HSRESY QFDERND as L

1. Southern Califormia Telophcne Compony may, on oOr
before February 28, 1942, issue and sell to The Pacific Tele-
phone ané Telegraph Company 260,000 szharces of comuon capital
stock 2t the par value thercof, nemely $LC0 per share, aggre-
gating $36,000,000, and shall use the procccds to pay and dis-
charge 1ts indebtedness dve The Pacific Telephone and Tele-
graph Company, provided that any procesds not ncadad to nay

such indebtodness suall bo wsed to reimburse the company’s
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treasury because of income expended for additions and better-
ments to its properties or for the retirement of indebtedness.

2. The Pacific Telephone _nd Telegraph Conpany may
purchase and nold said 360,000 shares of stock which Southern
Califoraniz Telepnhene Coupany is herein authorized to issue.

3. Southern Californis Telephene Company shall file
with the Commission a report, or reporis, as required by the
Commission's General Order No. 24-A, which order, Insofar as

applicable, is made 2 part of this order.

4. The autherity herein granted will, become effect-
ive upor the cdate hereof.

Dated at San Francisce, Call;

of Decenmber, 1941.

Corriissioners.




