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Decision No. 41591 

BEFORE TEE PuBLIC G!IL!TI£S COMMISSION OE' 'rElli STATE OF CAL!li'ORNIA. 

In the Matter of the Applica.tion of 

THE PACIFIC TELEPnONE AND TELE-CRAPE 
CO~';PA.NY, a corporation, 

for an order authorizine; it to oifel' 
601,262 common shares for subscri~tion 
~~d sale for cash at $100 per share to 
the holders of its preferred and common 

.. .. 
) .. . shares. 

---------------------) 

APplication 
No. 29295 

Pillsbutv. Madison §& Sutro, ':1y John h.:- Sutr.Q,.' a..'>"J.d 
Arthur L.. Q,Q.ot[."e, for Applic;;:..~t; E'redericlt ~ . 
r..ordan ano. Vd 1.,l)tlF J..:. ~awrenc§., Assistant Attornej's 
General,. State of Wash1..'"lgton, for the CepartI:lent of 
Public Oti1.ities, State of Washington. 

HOLS, Commissioner 

This is ~~ application for ~ order authorizing The 

Pacific Telephone a.."l.ti Telegraph Company' to oifer 601,262 shares 

Ol~ 1'ts common stode for subscription snd sale for cash at $100 

per share to the holders of its preferred and common shures, in 

the proportion of one (1) com:non' share for ec:..ch six (6) preferred, 

a.."l.d/or common sho.rcs sta."l.d1ng in the name of each shareholder of 

record on the stock 'books of App11cn.."'lta,t the .c1005e of business on . 
J(.l.'"'le 15, 1948, and, upon receipt by APpl1cc.nt of subscriptions 

properly executed and the n~cessary funds, to issue certificates 

for the a:ppropr:i.::.te numbe'!' of shOoX'es, o..""!.d auth.:Jrizing Appli'c:mt to 

use the proceeds from the issue and sale of said shares. of stock 

to reimburse its tre~sury 1n part because of moneys 0xpcndedbY' 

Applicant for the acclu1si tion of property ana. for ,the construction, 
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completion, extension l.1nd iItprovcrnent of .fo.cilitics of Applicant 

und its subsidiary. 

A~!,liCD.nt owns a.''ld operates directly So gcmeral tele­

phone system in the States of California, Orogon, Washington and 

part of Idaho, and, through its subsidiary corpor~tion, in the 

State of Nevada. Said system is composed. ot: loc<::.l and long dis­

t3I'lce telephone lines and exchanges and the buildings, r1ghtsof' 

way, i'ro.nchises and ~quipment therefor. 

As of March 31, 1948, AP?lic~t reports its authorized 

~d outstanding capital stock as follows: 
I 

A. Authorized Number of Share~ Par Va1LJe 

Common 4,000,000 $400,000,000 . 
Preferred 820,000 82,000,000 

B. Qutstn:."ld1ng Number of Sh:~res Par Value 

COIllrn.on 2,787,577 $278,757,700· 
Prei'er:i:'ed 820,000 82, OOC ,000' 

, ." 

Of Ap~licant's outstan~ing stock, the American Tele­

phone and Te1egrB.ph Company owns 640,957 preferred shci.res or 

78.17%0.1' such shares, snd 2,482,935 common sh:.ires or 89'.07% of . 
.. , 

SllCh sh..'1res. Its combined pr e!~crred ;;.nd common share ownership 

1s 86.59% of all outstanding shares.. Other sh~"\reholders, rE:pre-
\": 

senting more than 7,000, own 179,043 'preferred sh;;J.res or .21.83%" 

~d 304,642 comoon sh~res or 10.93%, the combined ovmershipof 

all outstandi~g sh~res being 13.41%. 

The consol1c.at~d balMc0 sheet o~ The Pacific, 'I'elephone 

~nd Telegraph Company t.."lc' its subsidil;:.ry, the Bell Telephone 

Com:,,,my of Nevada, shows o.s of March .31, 1948, o.ssets Md 

liabilities as fo1lo\"is: 
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Assets 

Telephone pl<mt 
lvliscel:'aneousphysicaJ.. property 
Other investments 
Current assets 

Cash 
Special cash deposits 
Working funds 
Accounts receivable 
M.at~r1al and supplies 

Prep~yocnts . 
Discount on, capital stoclc-net 
Other,deferred charges 

$ 3,789,328.30 
2,825,741.12 

301,203~64 
33,322,457.21 
24,570,908..10 

I'otal Assets 

Liabilities 

Capital stock 
Common 
Preferred, 6% cum~lative 

Funded debt 
Forty year 2-3/4% Debentures 
due December 1, 1985 

Forty year 2-7/8% Debentur~s 
due October 1, 1986 

$278,757,700 .. 00 
82,000,000.00 

,75,000,000.00 

75,000,000.00 
Forty year 3-1/8% Debentures 

due October 1, 1987 100,000,000.00 
Thirty year 3-1/4% Debentures 
due March 1, 1978 75,000,000.00 

Advances from American Telephone 
~~d Telegraph Comp~~y , 

Current and accrued liabilities 
. Advance billing for service and 

customers' depOSits 4,945,925.42 
Accounts payo.b1ea.'I'ld oth~r 

current liabilities 
Taxes 
Interest 
Dividend on preferred stock, 
p~yable April 15, 1948 

Rents 
Onextinguished p~c~1~m on funded 
de'bt 

Other deferr~d credits 

40,443,868.05 
11,,731,369.54 

3,5:>1,786.69 

1,230,000 .. 00 
9,729 .. 00 

DepreCiation ~~d a~ortization reserves 
(]n<lppropriated surpl~S 

Total Lia,bi11 ties· 

$ 995,136,970.20 
325,369.09 
598, 39 5~ 08, 

64,809,638:.37, 
'., 

\ 

6,328,847.80 
4,817,811.12 
1, 1~34. 998.36. 

11,973.222' ,030..02::, 

:11- 360,757,.700. OO~-

3~5,OOO,OOO.OO 

34,500,000 .. 00 
61,892,678".70 

4,,239,,202.72 
119,,243.46 

277,058,.491.42' 
9 • 684. 713 ~ 72 

$1,073'.252,030;.;0'2; 

App11cantt.s capitalization :'atios as of March 31, 1948; 

wero: 
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Item Amount Percent. 

Common stocl~ $278,757,700 38.19 
Preferred stock 82,000,000 11.23 
Debe-o.tures 325,000;000 44 .. 52 
Due Amcr!can Telephone 

and Tel~graph Cocpany 34,500,000 4. 73 
Surplus, 2a68~171~ , l.~·~ 

Total, ~ 729 124~ l/il!r. lOO.QO 

The amount owing the American Telephone and Telegraph 

Compsl'l.j-, is represer.ted by unsecured 2. 759~ prorr.issor'y notes, each' 

due one day after C:ate. As 01' May 14, 1948, Applicant owed' 

Amelicar. Telcpl'lone and Telegra.ph COl'!'.pa.."lY $56,500,000. It is 

estimated that by June 30, 1948, such indebtedness will have in-

creased to $79,600,000. 

!n Exhibit IT';" App11ca.'1.t and its subsidiary estimate 

their ~oss and net construction expenditures for the year 1948 as 

follows: ("OCO" or..itted) 

Item 

Right of Way 
Land and Bui1dir~gs 
Central 01~fice 

Equipment 
Station Equipment 
E.."'<change Lines, 
Toll Lines 
Ge~crn1 Equipm~nt* 

'rotal 

Gross Construction 
EX'08ndi t,1,lreS 

$ 721 
34,853 

78,,007 
56,.162 
45 , 467 
17,;81 

8 1 555' 

Net Construction 
Expenditll'r€§...-

$ 717'· 
34 , 067 

70 ,974 
24, 345 h 

40, .. 554' 
15,663 

6,29·8 

i 192 ,61S., 

*Excludes inter-company and inter-area transfers in 
amou."lt of $31. 

The record zhows that from October 31, 1922, to M~rc~ 

31, 1948, Applicant e;~pcndod for the acquisition 01' propert:{ and 

for the construction, completion , extension ~~d improvement of 

its facilities and those of its subsidi~ry the sum of 
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$.2.5.5,887,.3.2.5.6.3, which sl.lm was not secured by 01' obtained by 

Applicant from the issue of stock or stock certificates or othe= 

evidonce of interest or ownership, or bonds, notes or other 

eV1dences of indebtedness. About 94% of the amount represents 

increases in Applicant's depreciation snd other reserves, .. , appli­

cant asks permission to usc tho stock proceeds, to the extent· that 

such proc~eds arc sufficient therefor, to reimburse its treasury 

because of' such expenditures. Afte:r the r€:imbul"sem€.:nt of. 1 ts 

treasury, 1 twill llse treasury funds in a..''l e.mount e~ual to the 

stock proc~ods to pay indebteancssdue Amcric~~ Telephone ~d 

Telegraph Company. 

The t~stimony shows th.:.;.t if tl'le Cotlm:!.ss1on authorizes 

Applicont to issue the 601,262 snarf£::S of commor..· stoc'k, su1d s11a.res 

will be offered for subseri \')tion and sale i'or c:'-Lsh at $100 per 

share to the holders of its pre.f~rrcd a.."ld cotrUlon shares in the pro-

portion of one (1) COI:.'non sll;,.\:,e for each six (6) prefe::rcd and/or 

common shares standing in the name of ouch shareholder of record 

on the stock books of Applicant at the close of busL"less on 

June 15, 1948. Applic'ant presently contemplates to file its 

registration stat~r:lent with the Secl;rities and Exchange Commission 

on ~lay 28) to mail. a copy of the pros,ectus and the warrants to' 

its stockholders on June 16.., ;md close the subscriptions on 

July?) 1948. It is o! record that a..'"lY shares not subscribed for 

will not be sold. 

The Com:lission by its order. in Dec1sion No ... 41416, dated 

April 6, 1948, provides that TlApplico.."lt shall sllbm1t notlutcr 

than July 1, 1948 i:l pl<:m for a nE:W ar:'angement with .Amer:i:co...l'l. 

Telephone and Tclegro.ph Comp~y in respect to p.:.yments for se:r­

vices rendered to Applicant by Bell Telephone Lo.boratori€:s, Inc .. 
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and for services rende:-ed to App11c::mt by the oporation and I?n­

gineering and other dep~rtmGnts of the American Telephone and 

Telegraph Company to the extent recognized herein as proper costs 

chargeable to Applic;mt". 

The' testimon~" shows tho.t the prepare.tlon of £1 plo.n is', 

under ~ct1ve consideration by Applicant, a.."'lc. t.."lat it will '.lse i·ts 

best efforts to comply with such provision. It is, of course, 

obvious th~t any payments mcde u.."lcier the license contract· reduces 

the amount of APplicant's e~rninss av~ilable for aividends •. The 

CO=n:Illss1on will :lw~,it the filing of such .plc.n o.nd consider the 

next stock applic~tion in the lieht thereof. 

I r .. erewith subltit the followin,; form of order. 

The Pacific Telephone and Telegraph Cornp~"'lY hnving 

applied to tho Public Otilities Comoission of the State of Cali­

fornia for an order authorizing the i~sue of 601,262 common 

sh~res ($60,126,200 p~r value) of its c~pita1 stock, a ?ub11c 

henring having be~n held and the Co~nission being of the opinion 

that the money, propert~;T or labor to be procured or .?aio. for 

through the issue of said sh.. .... res 0'£ stocl{ is 'reasono.bly r~quired 

by App11c~t for the pu::,pose herein st~lted, which purpo,se is not, 

in whole or in part, rE.'o.sonably charsc;;.ble to operatir.g expenses 

or to income, 

IT IS HEREBY ORDERED thc.t ~he Pacific Telephone nnd 

Telegraph Co~pa""lY be: c.nd it is l'lereby, au,thor1zcd to offer, on 

or before Septe~ber 1, 1948, 601,262 common shares of stock for 
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subscription and" sale for cash at $100 per share to tho holders 

of its pr~ferred ~~d comffion shcres in the proportion of one (1) 

cotr.mon sh:::a.re for e&ch six (6) preferred snd/or common shares 

standing in the name of each shclreholder of recol:d on the sto'ck 

books of Applicant nt the close of business on or about June 15, 

1948, and upon receipt by Applicunt of subscriptions properly 

executed o.nd th0 so.le price of the shares covered by the sub-· 

scri?~1ons, issue stoc}: certifi,7::; .... tcs for tl'le appropriate nU!:'lbel", 

of shares. 

l'r IS HEREBY FOR'XI'..BR ORCE..~D thut The' Pacific Telephone 

and Tclesraph Company shall usc the :proceeds from tho -issue ~~nd 

sale 01" s~1d shares of common stode"., or· a'1.yp3.rt thereof, ·to 

reireburse in po.rt its trec.sury for moneys expended from income or 

from other mone~~s in its tre:,:\sl.lry not secured b~r or obtained from 

the issue of stock or stock ce~tificates or other evidence of' 

interest or ow.n€rship, or bonds, not~s or othe~·evidenccs of 

indebtedness, for tb,l? acquisition of property and for the con­

struct1on~ cOr:lpletion .• extensicm t'l,.."lc' irnp:-ovemcnt 0::' the facilities 

of Applicont ond its subsidiary. 

IT IS E.EREBY Fal\Ti~R ORDER1D tho.t witr...in sixty (60) ,o.(-.oys· 

after th.;: clOSing d<:'\ te for subscriptions for said shOorc::) of' stOCk,. . 

Applico.nt shall tile with. the Commission 08. report showing thE: 

n:I.DlCS of tl'l0 s~bscri bers for said. Sh'-l.res. of stock.. the numb~r ot 

shares subscribed for by ~ach, and the purposes tor which Appli-

cant expended the proceeds. 

IT IS HEREBY' FU~TrlliR ORDERED th~t the authority h~rein 

gr~~ted is effective upon· the d~tc hereof. 
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Th0 for<;;gc1ng Op1-:lion ~d Orc.~.;:r arIZ: hereby approv~d o...'"ld 

ordered filed as the Opinion Dna Order of.' the Public Utilities 

Commission of the State of Cali.fol'nia. 
~. 

D~ted at San Francisco, California, this ~ -- day 

of May, 1948. 
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