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Decision No . 41531

BEFORE TEE PUSLIC UTILITIES COMMISSION OF THS STATE OF CALIFCRNIA.
In the Matter of the Application of éZ?

THE PACIFIC TELEPHCONE AND TELECHAPH
COMPANY, & corporation,

Application
No. 29295

for an order authorizing it to oflex
601,262 common shares for subseription
and sale for cash at $L00 per share to
the holders of ite preferred and common
shares. o

el e T Nl N N N

Diilsburv, Magdison & Sutro, B¥ Jom A. Sutre, and
Artrur T. Georze, for Applicant; Frederick J. A
Lordan and Gilbur J. Lawrence, Assistent Attorueys
Genoral, State of Washington, for the Cepartment of
Public Utilities, State of Washington.

HULS, Commissioner
gRLlyI2X

This is on application for an order authorizing The
Paclfic Telephone and Telegraph Company to oifer 601,262 shares
orf its common stock for subscription and'sale for cash at &L00
per share to the holders of its preferred and éommon éhares, in
the proportion of one (1) common share for ecch six (6) preferred
and/or common shares standing in the nsme of eaéh-sharehqldef of
record'cn the stock books of Applicant at thé,close of pusiness on
June 15, 1948, and, upon receipt by Applicantiof subscriptions' ‘
properly exccuted and theé necessary funds, to issue certificates
for the approvricte number of shares, and authorizing Applicanﬁ to
use the proceeds from the 1ssue and saie‘of'said shares 6f stock
to reimburse its treasury in partHbecause‘of moneys expendeﬁ:by' |

Applicant for the acquisition of property ang for the constru;ticn,
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completion, extension und improvement of facilities of Applicant

and its subsidiary.

Applicant owns and operates directly a general tele-
phone system in the States of California, Oregon, Washington and
part of Idaho, and, through its subsidiary corporatibn, in the
State of Nevada. Sgid system is composed of loczl and long dis-
tance telephone iines and exchanges and the buildings, rightSubf

way, franchises and equipment therefor.

As of Mareh 31, 1948, Applicant reports its authorized

and outstanding capital stock as follows:

A. Authorized Number of Shureg par Value

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

B. Qutstanding Number of Shares Par Value

Comnon 2,787,577 $2178,757,700
Preferred 820,000 ‘ 82,000,QOQ -

Of Applicant's outstancing stock, the Amcrican Tele-
phone and Teiegréph Company owns 640,957 prefefred shareS'orf |
78.17% of such shares, and 2,482,935 common shures or 89.07% of.
such shares. Its combined preferred und common chare 6wné:sh1p
Ls 86.59% of all outstanding sh&reé; Otxer sharcholders, repre-
senting more than 7,000, own 179,043 preferred shares‘or\zl.SB%,J:
and 304,642 common shares or 10.93%, the combined ownérshipfof“

all outstanding shares being 13.41%.

The consolidated balance skeet of The Pacific Telephone
and Telegraph Company and its subsidiary, the Bell Telephone.
Comnany of Nevada, shows as of March 31, 1948; assets and

liabilities as Iollows:
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Assets

Telephone plant % 995 136,970. 20 .
Miscellaneous physical propcrty 325,369.09
Other investments 598,395.08
Current assets ' 64,809, 638 37

Cash- $ 2,789,328.30

Special cash deposits 2,825,741.12

Working funds 301,203.64

Accounts receivable 33,322,457.21

Materisl and supplies | 24,570,908;10 _
Prepuvmcnts ‘ j 6,328,847.80
Discount on capital stock-net - 4,817 811.12
Otner.deferred charges _____4434422§_1_

Total Assets ﬁ;igzz,gﬁg,ozo 92

r———cap—

Liabilities

Capital stock | $ 360,757,700.00--
Common _ $278,757,700.00 - ’
Preferred, 6% cumulative 82,000,000.00 - N .

Funded debt Co | 325,000,C00.00
Forty year 2-3/4% Debentures ' o -

due December 1, 1985 75,000,000.C0
Forty year 2-7/8% Lebentures

due Octover 1, 1986 - 75,000,000.00
Forty year 3-1/8% Debentures

due October 1, 1987 1¢0,000,000.00
Thirty year 3-1/4% Debentures

due March 1, 1978 75,000,000.00

Advances from Arerlcmn Telephone
and Telegraph Company : 34,500,000. OO

Current and accrued liabilities 6; 892,678, 0
. Advance billing for service and

customers! deposits 4,945,92R.'°
Accounts vayable and other
current liabvilities 40,443,868.0
Taxes 11,731,369.54
Interest : 3, 531 7o6 6
Dividend on preferred stock,
payable April 15, 1948 1,230,000;OO~
Rents 9,729.00
Unextinguished premium on funded N
devt | \ 4,239,202, 72

Other deferred credits 119,243.46

Depreciation and amortizatlion reserves ‘ 277, 058,491 L2

Unappropriated surplus 9,684, 713 72

Total Liabillties &L,QZ},ZQZ,QBO og

Applicantts capitalization rutios as of Maréh‘Bl, 1948; |
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Ttem ' Anount Percent.

Common stock $278, 757,700 38.19
Preferred stock 82,000,000 11.23
Debentures 325, OCO 000 4y 52
Due American Telephone - -
and Telegraph Company 34,500,000*‘ 4.73
Surplus —9.684,714 _1.33

Total — $729.942,414 00.00

| The amount owing the American Telephone and'Teleé§aph
Company. 1s represented by ansecured 2.75% pfomissory'nétes,'eachi
due one'day after cate. As of May l4, 1948, Applicant owed”
American Telephone and Telegraph Company $56,500,000. It is
estimated that by June 3C, 1948, such indebtedness will have in-
creased to $79,600,000. N |

In Exhibit "2" Applicant and its subsidiary estimaté

their gross and net construction expenditures for the yeér 1948 as

follows: ("0CO™ omitted)

, Gross Construction Net Comstructlon
Ltem Exvencitares ‘ Expenditures
, T
nght of Way % 721 $ nr o
Central Office -
Equipment 78,007 : 70,974
Station Eqguipment So, 162 24,345T
Exchange Lines. 45 467 40,554
Toll Lines .,581 ' 15, 663
General Equipment 8,555 ____gzﬂi

Total $241,345 . gi92.618

-

#Excludes inter-company and inter-ares transfers in '
amount of $31. '
The record shows that from October 31, 1922 ‘to'March
31, 1948, Applicant expended for the acouiultion of propertv and
for the construction, completion, exten“ion and improvcmcnt 01

its facilitics and those of its subsidiary the sum of
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$255,887,325.63, whnich sum was not secured by or obtained by
Applicant from the issue of stock or stock certificates or other

evideﬁce of interest or ownership, or bonds, notes or other
evidences of indebtedness. About 945 of the amount‘represents
increases in Applicant's depreclation and other reserves. . Appli-
cant asks‘permission to use tae stock proceeds, to the extent that
such proceeds are sufficient therefdr, to reimburse its treésury
vecause of such expenditures. After the reimbursecment of 1ts
treasury, it will use trezsary funds in an amount egual to the
stock procecds to pay indebtednessidue American Telephdne and

Telegraph Company.

The testimony shows that if the Commission authorizes
Applicant to issue the 501,262 shares of common.stock,‘said shares
will be offercd for subscription and sale for cash at w100 per
share to the holders of its preferred and common shares in-the pro; -
portion of one (1) common share for each six (8) prefézredjand/dr
common shares standing in the name of cach sharehdlde:'of iecord
on the stock books of Applicunt at the close of busigess on | |
June 15, 1948. Applicant nresently contemplates to file its
registration statement with the Securities énd Exchange'cémmission
on May 28, to mail a copy of the prospectus and the warrants toil
1ts stockholders on June 16, and close the sgbséripticnsvon‘
July 7, 1948. It is of record that any shares not subSéiibed for

will not te sold.

The Commission by its order in Decision No. 41416, dated
April 6, 1948, provides that "Applicant shall submit not-lgter
than July 1, 1948 a plan for 2 new arrahgement with american
Telephone znd Telegraph Company in respect tovpayments for séré
vices rendered to Applicant by Bell Telephone Laboratories, Inc. 1

-5
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and for services rendered to Applicant by the oporution and en-~
gincering and other departments of the Amer fean Telephone and
Telegraph Company to the extent recognized hurein as propar costs

chargeable to Applicant".

The testimony shows that the preparstion of & plan is

uncer uctive consideration by Applicant, and that it will use its.

best efforts to comply witi: such provision. It is, of c¢course,
obvious thut any payments made unaer fhe license contract reduces
the amount of Applicant's earnings availabie for dividgnds.‘,mhe
Commassion will awsit the filing of such'plan and consider the

next stoex application in the light thereof.

I herewith submit the following form of order.

The Pacific Telephone and Telegraph Company having
applied to the Public Utilities Comnmission of the State of Cali-
fornia for an order authorizing the issue of 601, 262 common |
shares («60 124,200 par value) of its capital thdk, a public

hearing having been held and the Commission being of the opinion

that the money, property or labor %o be procureﬂ or pald for

through the issue of sald shares of stock is rea»onably rcquircd

by Applicunt for the purpose herein stated, which purpose ib not,

in whole or in part, reasonably chargesble to operating expenses

or to income,

IT IS HEREBY ORDERED that "ne Pacific Tclcphone and
Telegraph Company be, cnd it is herevy, authorizcd to offer, on

or before September 1, 1948, 601,262 common shares of stock for
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subscription and sale for cash at $100 per share to the hbldérs
of its preferred and common shores in the proportion of onc (1)
common shuare for each six {6) preferred snd/or common shares
standing in the name of each shareholder of record on the stoek
books of Applicant at the close of business cn or ébout June 15,
1948, and uﬁon receipt by Applicant of subscriptions properly

executed and the sale price of the shares covercd by the sub--

scriptions, lssue stock cert 1fi~utes Tor the appropriate number

of shares.

II I8 HERESY FURTHER ORLERED that The Pacific Telephone
and Telegraph Company shall use the proceeds from the issue end
sale of sald shares of common stock, or any part therédf,-to\
reimburse in port 1its treasury for méneys,expended frem income or
from other moneys in its ﬁreasury aot secured,by or obtained from*

the issue of stock or stock ce*tificates or other evidence of"

interest or ownorship, or ﬂond,, aotes or other- evidences of
indebtedness, for the acquisitlion of property. and for the con-
struction, completion, extension and improvement of the fuCilltieS'

of Applicont and its subksidiary.

IT IS HEREBY FURLZER ORDERRD thut within sixty (60) ays
after the closing date for subscriptions for sajd sharcs of stock,
Applicant shall file with the Commission a report showing thel
names of the subsceribers for‘said shures of stoék, the number of
shares subseridbed for by each, and the purposes for ﬁhich‘Appli--

cant expended the orocceds.

IT 1S HESEEY FUATHER CRDERED thut the authority hercin

granted is effective upon the date hereof.
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The forcgeing Opinion and Oréer are hercby approved 4nd

ordered filed as the Opinion and Crder of the Public Utilitlu

S

Dated at San Francisco, Califo nia, this d

Commission of the State of Callfornia.

of May, 1948.




