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Decision No. 3R:~21 

I ' ' • 

BEFORE THE RAILROAD COMMISSION ~F THE STATE OF CALIFORNIA , ' '. 

In ~he Matter of the Applicat~on 91' 
The Pacific Telephone'and Telegraph 
Company, a corporation, for a~ order 
authorizing it to issue and sell 
$75,00,0,000 principal 'amount of torty­
y:eaz:;2-3/4% d~bentures, due December 
1, 1985, and authorizing it to execute 
andde11v,er' an indenture to be dated 
Dec,ember 1; 1945.' . ' . ~. . . ---------------------. .. 

BY THE COMMISSION: 

Application 
No. 27010 

In t.b.is application, The Pacific Telephone and 
'. . . 

T,elegraph Company. asks per:cis sion to, issue and sell. $75,000,000 
. i· , • 

principal amount ot. forty-year" 2-3/4% debentures, due· December 
.' , I 

1, 1985, by means ot. a.publiC ofrering:through·co~petit1ve 
'. " ..' 

bidding, a~ pr,ovided ,for, in. the. statement of :terms and condi-
.t • • • 

t~ons,r~lat1ng to ,bids filed in. t~s application, as EXhibit "C",' 
. . . . ." 

and to execute and deliver.an ,1nd~~ure sim11ar:in·form·t~·that 
, ~ , . . j.. • _.',' .. 

filed ,1n.t~s application.as Exh1b1t·"B~. 
• ... •••• I •• 

App11c~t o~s and opera.tes, .. d1rectly~or through' 
J , •• ~I 

SUb~1~iary corpo~atiop.s>.a general ~elephone system·in.the 

Stat~s of Ca11forn1a~ Nevada., Oregon, Washington :-and . part of . . ' ,. .. . ... .' 

Idaho_. Ae, ,of .August 31:, 1945 r it had :outs'tandin·g . stocks and 
I,. • I. '. ,. •. 

bonds, as ro~lows: 
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A., COlnDlon St'ocK, 2,46:1,2'$0' s~res', 
p,ar" value $100 pe'l'" shB.re 

. ." .. , 
$'2.i;6~125,OOO 

B~ Pr:ererred" Stock, - 6%' cumula:~ive, ' 
" 820,000, shares, par value 

$100' per' 'share 

C ~ Funded Debt' 

82'~ 000,000 

54';56S~OOO' 

a)' Refunding mortgage,' 
3t%~ bonds, .Series,'B~ 
due Apr1l. 1, -1966'~ 

b) Refunding mortgage~' 
3t% bonds; ;:Series '"9' 
due December,lj .1906, 

AS.of',Allgust'31; ·l94', applicant was'iridebted to the 

Tr.ustee of'itl$ Pension Fund,1.."l'the'amollnt'·of $7,299,5;2.'03, 'arid 

owed, The' American" Telephone' and' Telegraph' Company "$5 ;100',000. 

Applicant: ~1ntends 'to- redeem ail 'Ot '''1 ts 'outStruld1n~ '. 
\, . . ~ 

Series':C bonds '($24,;9-16;000) oX): 'December 1, '1945, 'and its 

Ser:i:es.B'bonds: ($29, 652icoo)' on April' '1,; 19'46~ or 'eff~ct 'their" 

retiTement 'pr.1oT' tOO'reto'~' In 'effecti%li ;sa1d'.'redemptions or' 
retire,mant, applicant 'must :Pa.y "a 'prem1um ·of"'7t% 'on 'the "pr-:Lnci?al ' 

amount of :its Seri'es C bond's', and,'&; prem1um':of"'5% "on"th'e 'pr1n:": ' 

cipa.l:,amount 'of 'its', Serfes' B :bonds:." In' 'tn:e: 'aggr'e:ga'te' rtlie' 
. '.. .. . 

prem1um~payment,amounts·to$~,833j145'whfch, adde~ to' the'pr1n-

c1pa1.:amount: of the' Ser1:es"C ana.'Ser'ies' Bbonds;' mGke's' ~ 'total 

paymen t· of' $ 58 ; 401, l..45'.::" 

The 'application, shows 'that The American -Telephorie and 

Telegraph Company, 'has'agreed' to ':advance' to' appl:1cant"'" 

$;8"401,1:45,, to . ena:bl~ , it I to 'Tedeem' said' bonds ~ . Thl advan6e wiii: 
• ' .• • • '1 . ,. ..' ) ~ • "" ., 

be'represented' by "a: pt'omissory) note ·to beda.ted' December '1, , , 

1945, and" to . be payable 'on or before 'December 31," 1945~" 'The' \. 

note 'is ito, bear :t:ntere'st at the Irate :of' 2-3/ ii/per' a.nnum~' ;, . 
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For the purpose of paying said note of $S8,40l,145 
, , 

and for the reimbursement 'of its treasury be'cC:1use ot income 

expended :for thereeempt10n ot bond,s and the acqu1's1.t1on ()! 
... ,4 . 

properties, D,'pplicantasks Permission 'to is'su.e $75,000,000 

face amount of debentu~es. lhe proceeds which will be a~p11ed 

to the re1mbLu"semcnt ~of applicant', s 'treasury, orsuc'h runoant 

thereof as ~y'be necessary, will 'be used to pay'theobl1gations 

evidenced by '4% demand notes so'ld 'to :Barikers Trustt Company as 

T~ustee of the 'Pension Fund estab11shea '"by applicant, which 

'oblig~tions,' as of D'ecember -31, 'l9:4'5, -it \1s estimated will 

amount to about $7;100,000, and',to ;l"epay, 'to 'the extent .that 

'the'rema1ri.iri.g proceeds 'are s'u.r"ficient therefor, 'CI;dvances made 

by The' American 'Telephone and :Telegraph' Compa."lY to applicant 

and ev~denced by",4% prom1'ss6ry' 'notes,' e[;lk:b' 'due' one day after 

date. It is estim~ted:t~t'thc'advances, as o:f·December ,15, 

1945, will amount' to about $9,900,000. 

!he debe~tures 'will be dat'ed D~cember' 1 .. 1945" and 
. " , 

mature' December 1 .. 1985. They will; bear':'j,nter:est at the r&.te of 

2-;/4% per 'annum .. payable 'seci-annoally'onJune' 1 'and December 1 

'Of ea'ch year. ". The debentures' 'm"ay,' as prov,ided: in the ·indenture, 

be redee:ned' at t'he option ~f s.ppiicant·~ as a'who'le', 'or' from time 

to time' 'in part, on a:ny, date prior to' maturity upongfv1n~ the 
, 

notice referred to' below at the following redem~tion prices, 

together 'vdth accrued interest to', thi: date :fixed. £or'reaempt:1.on: 

To' and 'including November' 30,'· 1951 106$ 
Thereafter to and :L.'"lcl;uding November 30". 1957 ~05% 
Ihereafte~ to and, including N'ov,ember 30, 1963 104% 
Thereafter to and including Nov~mber 30" 1969 103'; 
Thereafter to ~d,1ncluding November 30,1975,102% 

I Thereafter 'to 'and including November .30., 1980 ',101% 
And thereafter 100% 
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The not1c'e of ,red'emption to the holders 'of co-upon debeJ?tu;res 

must be pUblished not less than thiTty <lays and not mor,e :than 

ni'n'ety days 'before the date 'fiXed. 'for redemption" .as :Provided 

in the 1nden'ture. Notice ,of redemption must .be 'mailed to ,the 

'reg'istered holders of' coupon debentures 'regis.teredas to 
r ., 

pr'1nc1pal, "and to 'there'gistered holders. of ,·registered debe::.t-

't'ures :Without coupons. 

The'1nd'enturc agreement provides:for a :total/,i~~ue of' 

$75,,000,,000 ~r'debentures. :The 'paYllletl.t of' thedebentur~s"will 

. not 'be secured by a lien 'on"applicant f.sproper.ties. Applicant" , ., 

. hbwever, covenants that',if, except; in ,the:case of. purchase 

money' mortgages 'and'11ens,' it, shall' at. any time mort,gage" 

pledge or otherwise' subject' to any: lien,~ the ~hole or, .U?y. part 
, 
of any property now owned ¢l' hereafter acquired. by i~, it. will 

secure; the ~outstand1il.g.' debent'ur.'es. ratably nth the '1nde:bte~ess 

or 'obligation secured 'by such, mortgage or .. lien. 

The indenture' agreement .. is"in satis.rac:tor~ torm and 

the order hereiri will al.lthorize 1 'tS '"exe,cution and; del-ive;,;y. 

Applicant intends to sell.the debentur.es.on or about 

December.'lO, 'i945, ,-through ,competitive bidding.: 'I't;, is ,th£:re­

fore not now'in a position to advise'the Commiss1on, of'. the .. pr1ce 

at 'whiCh' it'w1ll sell .. the' debentures. It'asks, however" that the 

'Comm1ssioh'author!ze'the 1ssue:of tr£ debentures, subjec~ to 

the TTSta.tement; or the Termsand"Cor ... ditions Relating, to, Bids" 

whiCh is 'a 'part: of hhib1t"Crt on file in., thi's: appl1.C,at1.on. 

Thi's request is' made in ,the, interest: of, ,exped1:ting ,the; tiling: of 

the 'P'o'st~e:r:re:C'tive amendment to the reg1strat1~n:. statem~nt.,:. We 
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appreciate, ,that ,the post-effec,tiv~"amendl:1ent should be filed 

wi,th the least possible delc.y Dofter the aC,ceptance ,of a bid, by , 
, i .' '. • . . 

applican,t,. This Commission has always, been interes.tedin the, 

pri~e at which a utility sells its, securities and, has an. 

interest in the price at which applicant will sell its deben-' 
I I', • • 

tures. This is evidenced by our Decision~No~ 38259, dated . . ,,' . ,-

September 26,. 1945, :L.~ Application No. 26968. Th~ order here in 
, . ." .,' ,/ 

, , 
will authorize ap~licant to issue,the debentures subject to the 

. _. . I ~/: 

condition that such authority.will not become effective until, 
.. 

applicant has paid the fe~ require,d by Section 57 of, the' Public. 
, " 

Otili,t,ies Act, .and to ~the further c.ondition that. such authori ty . 

will not become effe¢t1ve" unt~l the ,Commission, by supplemental 

order, ~s fix,e~ the pric~ at w,h1ch the, debentures; 'may be 'sold., 

The, payment of t,he fee will, as usual, be stam·ped "on the " 
r • I • 

oriS,1nal and on the, ,copies of ,t?e ~ecision and does not~' reqUire: 

the entry of a f'urther order in tl,ti.s l?atter'.. Opon" .'being: advised' . .... '. . . 
of the price at which, applicant proposes to sell its. debentures:, .' ,;' . 

the Cocmission will promptly. enter 'an appropriate 'supplemental . '. " 

ord'er in this application. 
.,' t, 

The,Pacif.:1:c Telephone and Tel~graph Competny having 
, • i' ~ ~ 

applied to t,he Ra11I:oa~, Commiss.1:on for .permiss,ion. ,to issue and 
• I. •• .' 

sell $,75,000,000 ,of' forty-year" 2-3/4%, debentures., due December, . ..' . 
1, 1,985.", and th~C9mm1~~ion ~ving ,considered applicant's ' 

request and it being of' tt.e opinion that. this is n,ot 0. matter 'on 
to, , • \, ' 

which a he~ring is necessary; that: !the money, ,property or. labor; . ' . 
to be procured or pa~d for by ap~licant through ~~e issue of said' . 

,~ tJ • • • • ... 
.4 .: • 

$75,000,000 of' 2-3/4% ,debentures" due December, 1, 1985, is, " 
,'. ,I., • '. • • 
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reasonably required by applicant for the purposes herein stated; 

that the expenditures for such purposes, other than th.e use of 

accrued interest, are not, in whole or in part, reason~bly 

chargeable to operating expenses or to income, and that this 

:ipplication should be granted to the extent indicated ~lerein, 

therefore, 

IT IS HEREBY ORDI:liED as follpws: 

1. The Pacific Telephone and Telegraph Company may, 

after the effective date r.crcof ~"'lc. or:. or before April 1, 1946, 

issue and s.e11 at the price fixed. by a. supplem0!ltal order, 

$7'5,000,000 principal amount o! forty-year, 2-3/4% debent!.lres, 

due December 1, 1985. The l'acii'i·c '!E:lephone and Telec;r~p~ 

Company shall use the proceeds, exclusive of accr~cd interest, 

derived from th€~ iss:.:€! :.:.nd s~le of said deb€:ltures to piJ.y the 

note issued to The Ar..1erican Telephone &!'ld J:'€legraph Company to 

represent advances to applicar~t for the purpose Qf enabling it 

.to .redeem its outsta.."'l.ding Serie's C a..'l'J.d Series B bonds, ano. to 

rei~burse its treasury on &cco~~t of inco~e 8xpended for the 

redemption of Series C ~~d Series B bonds th:cugll sirJ~in6 fund 

operations, and to acquire properties. ~he accrued lnterest may 

be used b.r applic~nt ~or genc~al corpor~te ?urposes. Pending 

the preparation and deliver~ of definitive deoe~t~res, The 

Pacific Telepr..one a.."ld 'Telegraph Company u.ay execute and deliver, 

in lieu of such defini ti ~le 'd'ebentures, temporary deter..tures, 

5uch tempor~rY'debentures :to OE: issued and sold under the same 

tems and conditions ea.s applica.nt is her€:1r. .a~tb.or1Zed to lssue 

definitive deoentures • 

. 2... 'The Pacific Teioephone ~d Xelegr~ph C<:lmpany may 

execute and deliver· an indenture in" or subst&.r.tially in, the 
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same £orm AS the indenture ~11ed ~ th1s appl~Cut1on as 

3. The authority herein grUnted will become e!'.t"~ctivc 

when the Railroad Commission has entered a supplementa~ order 

fixing the price at which Xhe Pacific Telephone and Telegraph . " 

Company m~y sell said debentures, and when The Pacific Telephone 

and Telegraph Company has paid the fee prescribe~ by Section 57 

of the Public Otilities Act. 

4. The Pacific Telephone and Telegraph Company sr~l~ 

file with the Railroad Commission w1tt~p ~h1rty (>0) ~ays ~fter 

tt.ie issue and sale 01" said debentures, ,a complete copy of its 

registration statemont filed with :the Securities and ExcbE..nse 

COIlll:liss10n, i.''lcluc.ing the e;):."l.ib1 ts re,:f'erred to therein,. 

5. The ,Pac'ific Telephone ,".ne. Telegr,;:,p.h Company .shall 

.rile with the Railroao. ,.Comm,iss1on & report, or reports, .reG,u1red 

.by the Cotltlission T s General O,r,der No. 24-A, which order insofar 

as applicable is made a part o,r ,this order,. 

6... ~h~ Pac1,fic Telephone and ~e,l-ogr~ph CompCl.n;Y sh.all, 

on or before J,une 30" ,1946, .file with -the :,Railroad CO!:lZlission a 

statement showing in d~tail the expenses 1nc~red bec~use of the 

issue and salt: of 'said c.ebentur'cs and the ,r~o.€-mpt..ion o£1ts se.icl 

Series C andSer1es B 'bonds,~ 
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'. ~ CALIFORNIA RAILROAD COMMISSION 

INTER·OFFICE CORRESPONDENCE 

Gen .. Hoo Goo Ma.thewson, 
Secretary, 
B u 1 1 din goo 

SAN P'RANCISCO 

22 October 1945 

Th~ pacific Telephone & Telegraph Co. 
APpl1cat.1on No. 270.10 

You are hereby 1cformed it 1s my op1n1on that, under ' . 
the p'rovisioc.5 0'£ Decis10n No. 38321 :1.ssued. :1.n the. above .capt1oned 
appllca.tloo., the appllcant 1s ·not required to pay the tee -ror 
lssuing to 1t a certifica.te au.thbr1z1o.g .1t to issue bonds as'.pro­
vlded in sa.ld a.pp11ca..t1oZl, unt1l the supplementa.l order,· prov1ded 
tor 1n sa.id dec1sion, ha.s a.ctua.lly been 1ssued. by.' the R8J.lroad. 
COmmission. Simultaneously 'With the l.ssu1ng· of such supplemeut8.1 
order" the ,ree required by la.w must be :pa.1d'byss.1d.app11ca.nt.· , 

Everett C. ··McKeage. 
Chief' C ounse.l: 

ECMcK/GEH 



Dated at San Fr~cisco, California, this 19".). d~y 
of October, 1945~ 
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'1 

ROWEI.L; concurringl'ift pll'1't. , 

J~~~n~~~~. 
'-d'1. H~~ ..fl j,J ~ :lc d+(;) IJ rT - .J 
~~ - 4. Qg~~~t soe no occasion for the requirement tb&t 

apPlicant get a further order from the, Comm1ssion before being permitted to 

sell its bond8 to the highest bidder.. All the conciitiona o! the proposed 

aale ~e before u.s for ap!,roru now. The only UllknOllZl factor is the price. 

Und.er these conditions, a denial o! the right to promptly accept the highest 

bid is inconsistent nth the eot:petitive bidding principle.. We are bringing 

about & delair that ce~ does ::.ot aid applic:ant in obtai:aing a higher 

price. But it might have the contrary effect, it not to actually defeat the 

issuance. 

~~ 
Comi88ioner 

, 
.. 


