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Decision Yo. &23( EO
O“P TED PUBLIC U;ILIngS COMyISSION or :3 S ATv On CAL QRNIA

in th Ter o’ the Application of

¢ Ma
FE PACTIFIC TELEPHOYE AND T L?GRAPH

—rm——

COMEANY, a corporation,

Application
No. 29919
for au order aut“o*izing 1t to offer . K
828,920 common shares for subseription
and sale for cash at $L00 per share to
" the holders of its prcferred and common.
uhares- '

Nl e Nl e ST e NS

John A. Sutro and Arthur gé Georga, Lfor Appllcant;
John J. Q'Toole, City Attorney, Dion R. Holm, . .
Assistant City Attorney, and Paul 1. Beck, Chief
Valuation Engi“eer, by Peul L. Becy.,for the C*ty
and. County of San TFrancisco.

Hﬁﬁs;‘Commiséionér

2Lk Z.Q

In thils application, The Paclfic Telephone and Telegraph

Ceompany asks uhe‘Commisﬁion for an Qrdef authorizing it\tb offer
328,920 common shérés of its stock for subseription énd sale, for-
cash at $100 per share,'to'tﬁe7holae.s ol ;ts nreferrna'ané

common shares in the n*opo*t;on of one cormon share for eéch five
‘préferredgand/or common shares 3 anding in the name of each sbaré-'
holder of record on the stock bOOAS.Of'Applicg.tJav the close of
business_on a dave to be fixed hefééfter?fand_upon‘ieéeipt;by‘
Applicant of subscriptions properly'executed and the ﬁecessary
funds, <0 issue certifiéates for the approp:iaté rumbér‘o’Vvhares;
aﬁd~3uth6riziné Applicant to use the procceds from the fecue and
Sd’é 5, aid common shares.to reimburfe ité/treasu-jv pary be-
céﬁ se of moncy expﬁnacd by Appllcant for the acqui,it‘on of .

p*ope* y.hnd for the con,t"uction, coﬂnle on, erten#ion and
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improvement of facilities of The Pacific Telopnone and ;elograpn

Company and its ub”idiary, Bell Telephone Company of Nevada.

Applicznt owns and operases dircetly a‘general telephonc
ey.-,tcm in the States of California, O*egon, hﬂnguon and Idaho,
and tarough said subsidiary, {n the State of Nevada. Soid teole-

phone 'ystem'is.composed of locel and long diétanceqtelephoné

lines and ekchanges and the builéings, rights-of-way, franchises

and equipment therefor.

Applicant has rocently, thr oug% the amendment of 1its
articles of incorporation, inereased 1ts 2uthorized stock 4issue
from 4,820,000 shares o 5,820,000 sheres. “The autnorized stock ir
divided into_820,000 preferred ehare, and 5, ono 000. common U”aro,.
Bach share has a par value of leO. Tae holders of the preforred
shares are entitled o cumulativc,dividends\at thoarate‘of 6% per
annun.  The articles of‘incorporation prooide that,the'unissued
shares may be offered for oubec*iption or °ﬂle'o* in exchange for
property and be issued from time to tlmo'upon such terﬂs ana con-
ditions as the;board of dircetors mey preseride; but, wheﬁ offored
for subscription or sale for cash such shares aholl'be offered
£irst to the corporation’s preferred and corracn sﬁa*cﬁoider¢'Who'
shall have a preferent al *ight %o subseribe for o* purchacc the
shares so offered, in proportion to tne nombe* of shares .referred

and/or common, held by them reupectivolj.

As of October 31, 1949, Appll cant had outcta.dinv 820 000
shares (§82,000,000 par value) of preferred stock and 3,324,602
shares ($332, 460,200 par value) of common stock. The testimony
shows that American ;elophone and Telegraph Company owns 640, 957
preferred shares or ' 77”o£ such shares, ané’ 3,003 584 conmon
shares or 90. 34% of suckh shares. Its combined preferred and coomor

sharc ownership is 87.93% of 21l outstending sheres. Other chare-

’
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holdors numbering more than 7,000, own 179,042 preferred shares or
21.83%, and 321,018 common shares or 9.66%. Their combdined owner-
ship of all outstanding shares is 12.07%.

Applicant's and its sub diar}’e consolida tcd bazlance
sheet as of Octbber 21,1948, shows assets and l¢ab;llties 25 follows:

Assets
Plant and Othe* Investments:
Telepnone plant in service ,041 227,387.64
Televhone plant under construction ' ‘ 60, 253 147.28
Property held for future teolephone use | | ,9,6 827.82
Telephone nlant cequicition adjua*ment , 9?5L5Q3 06

Total telepaone - plunt 1 104,342 265.80 -
Miscellaneous physical p*oncrty ‘ . 357,067.60.

QOther 1nvo,*mentg ' 628,400 03
Total plant and other investments l,lOﬁ,ZQszzg gd
Currcn* A"sctg‘ ' '

Cash : : 82 650 80,* .
Specfal cash deposits 228 TL6.56
Working funds - .. 231, > 806, 22
Accounts receivable 27,309,143.01
Material and supniies : ‘ ?3,022}920.23
- Totzal current assets ' o 7,3.82,267.52
- Prepaid Accounts and Do’e*rnd Charges: : o _
Prepaynents o . 6,215,477.55
Discount on capis 1 stock - ne* ; : 4 817 8ll.1l2
Capital stock expence , 116 915.57

Other deferred charges | : , 1,416,295 15

Total prepaié accounts and deferred charges 12,567,109.39

: rr‘m:a:l.‘t\s@ets “ $1,185,047,710.39".
Lishilities o

Cuﬁ’tal Stoclk: ‘ :

Common stock-par walue ($100. peT share) $ 322,460,200.00
(Authorized - 4,000,000 chures: ' X ' '
Outstgnding - 3,;24,602 ohgree) |

Preferred stock-par value ($100. ber share) : o

6% cumalutlve o 82,000,000.00
(Authorized and outstanding 820,000 snarcs) : ‘ '

Total capitael stock Ll s £,60,200.00.
Fanded Deot.\ .

Thirty vear 3-1/45% debentures due Mar.1,1978 75,000,000..00
Thirty-five year 3-1/8% O éue Sept.l15,1983 75,000 000.00
Torty year 2-3/4% debentures due Dee.l,198% - 75,000,000.00
Forty year 2- 7/0%‘ " due OCu-_,l986 75, OOO 000.00,
:oruy vear 3-1/8% " due 0¢t.1,1987 JO0,0Q0,0QQ.OO
Total funded debt , ‘AOO 000,000.00
Current and Accrued labilivd ies: .
Advance %illing for service & cuvtomcr°f deposits 451,562 96_‘
Accounts ayab;e a“c other current 1li ab‘l;vles 373492,413.23

Note payable 100,000.00 -
Accrued liabilities nov dues

Taxes e 20 618 519 26
Interest. : 7811

- Total current and accrued liabilities
Deferred Credits:
Unextinguishod: premiun on funded debt - net | 4,022 205. 57,
ther deferred credits | 152 17 067.20
Total deferred credéivs - 173,273
Dcprcciutﬂon and Anortization Reserves N
Unappropricted Zarned Surplus

15,089,965 5%
*otal Li abilities £1,185,04 7,7LO 22 _
| -3 o o
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The following swtetement shows Applicent's capitalization

ratios as of October 31, 1948:

Amount

Common stock: - $332,460,200
Preferred stock ' 22,000,000 .
Debentures ‘ ' 400,000,000 -
Surplus 15,089,966

Total | $826.550,166

As of October 31, 1948, .A;qpl;‘.cént'haé no dank lozns oute
stending. The testimony shows.that at the date of thé'hearing
(January 17;‘1949)'on sniz appliéafion, ite bank loans amounted to
$39,260,000. They bear interest at the rate of 2%;pér‘ahnum._’lt
45 cstimated thot by the cnd of Mareh Lpplicant's vank loans will
amownt to from £72,000,000 to £75,000,000. If no securities are
issued to pay such bank lozns, they will have inerensed to adout
$90,000,000 by the end of May. The loams have been made, or will

be made, to pay construction expenses.

Applicant and 1ts subcidiary report gross and netl con-
struction expenditures for 1948 and their estimate for 1949 23

follows: ("OOO”foﬁitted) _ o ,[

= : 1942 Actual : 1949 Ectimates
~en : Gross 2 Net = Gross o

Rigat of way $ 759 % 405 LD
Lanéd and wuildings , 33,489 32,508 - 19,299
Central office equipzment 70,749 64,135 49,694
Station eculpment - 56,675 25,391 58,219
Exchange lines 50,058 - 45,024  AL,T735
Toll lines , 18,383 16,931 11,879
General equipnent 9.593% 7,129 6,272

Total £239,706_$191,858 $190,538 §134.785

Excludes lntercompany, interarea, and i.terstatb transfers
in amount of 3363. - T

In 1948 the actqgltconstruction expenditures of Bell.

Telephonc Company of Nevada amounted to\aBout‘$2,093;OOO andmits'
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nev construction expenditures %o $1,729,000. The corresponding
figures for 1949 arc estimated at 51,700,000 and $1,020,000,
respectively. 5 construction expenditurés‘constitute & rela-

tively small amount of the total.

The record shows that from October 31, 1922 to October
; 940,; Ppli cant expended for %the convtruct*on, comp;ction,
extension and improvenent of it s facilities and those of itz sub-
sldiary the cum of 3270,922,424.74, which sum it did not obtain
‘Ifrom the issue of securities. The funds to make this expenditure

were obtained from the following cources:

. a. Increase in reserves | - $249,871,892.30
- ». Inerease in deferred credits over - | |
. | crease in deferred charges . 6,373,663.56
¢. Decrease in Accownts 202, 204 and 273 1,825;841.86
¢. Write=ofl aba;n°t surplus of n*e‘errcd 2 :
stock discount | ) o 2,000,000.00
e. Increase ;n‘su:plus | o _13,4225851.65

| 1. Increagé in current and acerued lia-
. _ bilit ios over inerease in current :
assets and prepayments , 2,57 .. 63

U Total ' §27o!gzzaé b 7é

»

Applicant wsks permission tofusé stock or oceedé,,fo tﬁe
extent that such nroceeds are sufficient 4*lfze*'c:.go r, to reinb
Ats trezsury becavse of the zbove expenditures;g A’tﬁr *e bu:se- |
ment of Lts treasury, Anc’icant will use as much of.the $tock3 |
procecds a5 m a; be required to pay its banx loanms, and wiil cpply
‘the‘remainde:_or an armount equivalent theretd to'fihance new |

construction.”

Currently Aﬁplicant's common stock is selling for less

- than its par valwe. App ichntfﬁ comvt*oller 13 hopeful that by the
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time (1) Applicant 1Is in 2 position_to offer the stock to its

stockholders the market price will have increased and that the

stockholders will subscribe for their pro rate shares. Applicent
does not propose to iLssue any shares offered but for which it

receives no subscriptions.

Tnere is now pending before tne Commission a formal
p:o;eeding cdvering the payments by Applicant td American Telephone
and Telegraph Company Tor services rendered by the latter under
the licemse contract, 2 metter referred to in Decision No. 43591,

ated May 18, *948; Applicant &id not, for reasons of record in
thot nenéing p*oceeding, file tho plan “eferred to in aaid
Decmuxon No. 41591,and called for by Decision No. 41416;Zdated
April 6"1948. ‘The issue raised by Aoplic ant s failu*e”to file
ne plan will be decided on the record in unc pend;ng vvoceeding.
In the mcantimc, Applice nt’;;ould be authorized to issue the

v

828,920 common shares of stock.

I he*ewmth submit u..e following form of Order.

-O.'Ii L

”he Dacific Telephone and Tolcrr bh Company having
applicd to the Publmc Utilities Commission of the State of Cali-
fornia for an order a"+horizing the issue of 228,920 common shares
(482,892,000 par ‘value) of its capital stock, 2 public‘héaring

havxng been held and the Commisczion being of the o¢pinion that the

(1) - . . _
The testimony shows that Applicunt plans to file a2 registration
statenent with the Sccuritics and Zxchange Commission on ¢or about
Februsry 18, 1949. I such statement becomes effective on . March 4,
it w*l_ mail the prospectus and the warrants to its stockholders on
Mareh 10 and close the subserintion period on March 31.  This -
aneaule is sudject to change hecause of dclay in owtaining the

. neces gary authority €0 issue the stock and because of the market
~walue of Applicont's common stock. S
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money, property or labor to be procured or pafd for through'the |
issue of seid shares of ctock is reasonably *equi*ec by Apulican*
for the purposes herein stated, which nurnQSP" are not, . in whol-
or in‘part, reasonabiy chargeable to operating expenses o:_to

income; therefore, -

IT IS HERERY ORD‘R"ﬁ that The Pacific Telephone dnd Tele~
graph Company be, and it ig aereby, suthorized 1o of ffer, on or
before June 30; 1949, 828,920 common uhare° of stock for uub-
seription and sale for cash a £ $100 per share to the holders of
its preferred and . common. shares ir the proportion of one (1)
comuon share‘for‘each five (5) pre:erred,and/or comron shares
standing in the name of eack shareholder of req@rd on‘thé stock
books of‘Applicant av the close of bue;ncuu on a -date to be‘hére-
after fixed, and'upon receipt by Applicant of subscriptions proper~
ly exccuted and the ,a;c o*;cc ol the res covéréd‘by the sub-
seriptions, i etock cerulfic¢tc Lor.thn appropriate nn.bcr of

shares.

IT IS HERZEY FURTEER ORDERED that The Pacific Tel Lephone
and Telegraph Company shgll use the. vrocecdy fron the i*suc ang -
sale of said shares of common stock, or any part thereof, to
reimburse in paft its treasury for moneys'e?pendéd:from'income~or
Trom o...eh mon éy« in its trea sury uot securcd by or obtained
the izsue of SvOCk or 'stock cerdf*cauce or otae¢ cvidence‘p;
interest or ownershmp, or oouda, notes or otherAevidendes of in-
,deotednepg, for tne‘gccu sition . of” n*ooer vy and ’o* the con struc-
tioﬁ, omplé on, extension _nc i“provcm nt of the faci*lv;es of

-~

Applicant and it uubsﬁdlur}.

| IT IS EERSSY FURTHER OFRDERED that witain -iyty (60) days

after the clozing date for subseriptions for said saa*eu of ,.ock,
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‘Applicaﬁt shall file with the Commission a report saowing the
nunber of sharé° of utock_subscr*bed for, the con..iderat*ow re-

ceived therefor, and the purposes for which Applicant expended the

proceeds.

IT IS EERERY FURTZER OFDERED tnat the huthori ty herein

gruntcd is cffective upon the date hereof.

The foregoing Opinion anc Qrder are hereby approved and
ordered filed as the Opin¢on and Orde* of the Public Utilities
Commasumon of dne State of C“liforn_a.'

Dated at San Francisco, Califomia, this é A oy
. of February, 1949;




