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Decision No. _ 426E6
SEFORE THEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORVIA
In the Matter of the Application of

THE PACIFIC TELEPHONE AND TELEGRAPE
COMPANY,'@ corporation,

for an ordenhgéthorizing it to offer
814, 694 commonrchares for subscription
and salé for cash at HL00 per share to

the holders of its preferred and common )
shares. ' ’

)
)
5‘ Application °
5 No. 30865

Arthur T. George, and Pillsbury, Madison & Sutro

- by Jobn A. Sutro, for zpplicant; Dion R. Holm,
City Attorney, und Paul L. Beck, Chief Valuztion
and Rate Engineer in the City Attorney's Office,
by Paul L. Beck, for the City of San Francisco, L
interested party. ' ' ' :

LS, Commissiomer

OQPINION.

In this application; The Pacific Telephone-and Telegraph .
Compéﬁy asks the Commission for an order authoriziﬁg;it to dffer
814,694 common shares of itsystock fo:’subscfiptibn dnd saie; for
¢ash at $L00 per share, to the hoiders of its preferréd and'cqmmqn
shares, in the proportion of onc commen share for each six preferrod.
_ 2nd/or commen sha;es ztanding‘in the name cf,each.sharehoider of
record on the Etock books of applicant at ‘the closé.of businéss'on a-
date to be fixed hereafter, and upon receipt by applicent of sub-
seriptions properly exeéutedvand‘ggg necessary Dunds, to issue
certificates for the appropfiate nwaber of shares; aﬁd authérizing \
' appiicant to use the prodeeds from the iscue and sale‘of”said:commdn-

shares to reimburse, as far as. possidble, its treasury because of
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moneys expended by applicant for the acquisition of property and
for the cothruction, ~ompletion,'extens*on ana improvcmcnt of

facilitices of apnlxc:nt and its subsidiary, Bell Tclephone Company
of Nevada.

Applicant owns and operates dircetly 2 general telcphone
system In the States of Californiaz, Oregon, Washington and Idaho,
and ‘through sald subsidiary, in the State of Yevada. Said televhone
system is composed of‘local 2nd long distonce telephone 1ines\and
exchanges and the buildings, rights-of-way, franchises.ﬁnd‘equipmcnt
thercfor. | | |

Applicant has an authorized stock issue of 5,820,000

shares. 7The authorized stock is dividedtinto 820,000 preferred
shares and 5,000,000 common shares. Fach shére has a par vzlue of
$1C0. The holders of the preferred shares are entitled to éumula-
tive dividends at the rate of &% per annum. The articles of incor-
poration provide that the unissued shares mnay be-offeréd for sub-
scriptibn er sale or in exchange for property‘and'be Lssued from
time to time upon such texrms and conditioms as the board of dircctors
may prescribe; but, when’offered for subscription or sale for cash
such chares shall be offered first to the corporationfs\brefcrréd
and common sharcholders who shall have 2 nrefnrential right to sub-
scribe for or purchase thn shares so offcred in proportion to the
number of shares, preferred and/or cormon, helé,by thenm respective-
ly. o

As of November 20, 1949, applicant had outs anding
820,000 shares ($82,000,000 par value) of preferred stock and
4,068,165 shares (¢406,016 500 par vuluo) of common stock. The

estimony shows thet American Ielephone and Telegraph Compony own.s




640,957 preferred shares or 78.17% of such shares, and 3,732,493

common. shares or 91.75% of such shares.

‘Its combined preferred and
cormon share ownership is 89.47% of 21l outstanding shares. Other

shareholders mabering more than 7,700, own 179,043 preferred

shares or 21.33%, and 325,672 common shares or 8.25%.. Their'com-u

bined ownership of 2ll outstanding shares is 10.53%.

Applicant's consolidated bzlance sheet s of November 30,

1949, shows assets and liabilities

Assets

Plant and other investments:
Telephoud pilant in service
;elephone ‘plant wncder con-

utructica

Property held for future
tclepnone wse
Telepacne plant acquisition.
a(justment

.-MIiscellaneous physical

T property
Other investments

Current assets:

Cash

Speclal cash deposits

Working funds

Accounts recelvable

Material and supplies
Prepaid accounts and deferred

chargess

Prepayﬂents

Discount on c¢aplital ,toc?;net-

Cepital stock expense
Other deferred charges

Total assets

as follows:

$l; 211, 189;199-16
27,053,413.96

2,356,747.36
112,264.83

5035534429
598,4R5.08

6,336, TU0. 4L

l 243 501.31

271 £79.29
40, 664 365.72

19,420, 4«52 o8

98 431.85

4 817,811.12
13883451
1,696,914.23

$1,241,813,584.68

67,946,908. 81

15,051,991.7%
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Liabilities

© Capital stock: | $ . 49%,816,500.00
Common stock-4,068, 16; shares  £406,816,500.00 |
Preferred stock-820,000 shares 82'000 000.00

runded debt: - 400,000,000.00
Thirty yesr 3-1/4% dedentures ‘
due March 1, 1978 75,000,000.00
Thzrtyufivc yoar 3-1/8% deben- . '
tures due September 15, 1982 75,000,000.00
Forty yeor 2-3/4% debentures |
~ Porty year 2-7/87 debcnturca -
due October 1, 1986 75,000,000.00
Forty year ,-1/8% debcntures -
duc Qetober. 1, 1987 100,000,000.00 |
Current and acerued llubilitics. 115,278,3236.51
Notes payable - .
Banks 42,900,000.00
Other . 100,000.00
Advanee bllling for service and :
customerst deposits 6,59),485.12 "
Accounts payable and other ~ :
current liabilities ‘ 34, 600,040. 82
Accerued liabilities not dve -
Taxes : R7,076,365. 35‘
terest - 3,010,445 22
Deferred credits: " 4,095,730.31
Unextinguished premiva on
funded debt-net 3,937 436A65
Other deferred credits 15o,29,.66- B
Depreciation reserve | 299,562, 24@ 56
Unappropriated earned surplus - 17,052,673 82 !
Total liahilities §152222812E£8§.20 ’

On December 1, 1949, applicant’s board of directors
deelared 2 dividend of $1.50 per share on the company's outstanding
preferred stock, and a dividend of $1.75 per share on its outstond-.
ing common stoek. Allowing for the portion of such dividends
attributable to QOctober and Vovember, 1949, upplicant'" ~urplus
is vll,AQa,ABl 32.

The following stutement shows epplicant's capitalization
ratios as of December 31, 1949: |
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Amount Per Cont

Common stock 406,816,500 42.5
Preferred stock ' . 82,000,000 3.6

Debt - 467,400,000 48.9
Total ' $956,21.6, 500 100.0

Applicent's debdt consists of $400,000,000 of debentures
and $67,400,000 of short-term motes. The notes bear interest at the
rate of 2% per annum. It estimates that by Morch 31, 1950, the
short-term notes will amownt to about $84,500,000.

I the $8L,469,400 par value of common stock is issued, '

applicant’s capitalization ratioc will be approximately as follows:

Amount Pér Cent

Common stock | 488,285,900 50.32
Preferred stock 82,000,000 8.4

Debentures 400,000,000 1.22
Total 970,285,900

S ——

It is of record that applicant will have to do additional
finmmeing of about $75,000,000 during 1950. Applicant's pro forma

caplitallization ratios are such 25 to warront consideration of

Lesuing some form of indebtedness to cvidence the additional
{inenecing during 1950.

-Applicant and its subsidiary, Bell Telephone Company of
Nevada, report gross and net construction expenditures for 1949
(December estimated) and %their estimate of 1950 gross and net con-

struction expenditures as follows:
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("000™ omitted)

1949 : 1950 Estimntes
Ttom : Gross :  Net : Gross : Net

Right of way % 521 & 494 & 392 & 2172
Central office equipment 42,378 29,329 R8,1L71L 22,60%L
Stotion equipment 57,837 21,147 58,689 17,592
Exchange lines 48,620 42,935 45,931 40,477
Toll lines 9,62/ 7,800 5,960 3,931
General cquipment 5,496 2,866 5,242 3,264

Totel $179,780 $119,082 $157,250 $100,678

The forcgoing figures exclude intercompany, interarea and
interstate transfeors in the amount of $84.

- In 1949 the gross construction expenditures of Bell
Telepnone Conpany of Nevada amounted o about $1,596,000, and its
net construction expenditures to $963,000. The éorresponding figureé
for 1950 are estimated at $2,800,000 and $2,200,000, respectively.
Its construction cxpenditures constitute a rolatively small amount
of the total.

The record shows that from Octoder 31, 1922, to November
30; 1949, appliéant expended for the comstruction, completion,
extension znd improvenent of i1ts facllities and those of its sub-
sidiary‘the sum of $289,506,375.94, which sum it did not oﬁtain

from the issue of seccurities. A substontlal part of that sum is

evidenced by the increzse in the company's dcpreciation reserve.

Applicant csks permission to use the stock procceds, to
the oextent that such proceeds are sufficient_theréfor, to reimburse
its Treasury becauvse of the above expenditures.‘ Aftér‘reimbursc~.
ment of its treasury, applicant will use as much of the stockfprOQ‘
cceds as may be required to ﬁay its bank loans and will applyithe
rerzinder, or an amount cquivalent thereto, to finance new'coﬁ; |

struction.
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The testimony showc that applicant plans to(file a
reglistration statement with the Seeurities and Exchaﬁge Commission
on or zvout February 24, 1950. If such statement becomes effective
by Marcn 15, it will mail the proépectﬁs and the warrants to its.
stockholders on about March 21 and close thé subseription pcriod on
or about April 14. This schedule is subdbject to change because of
applicant’s not being advised when it will obtain the necessary:
cuthority te issue the stock ané beczuse ¢f the market valuc of ap-
plicant?s stoek. In nmy opinion, applicant should exﬁend tﬁe‘sub-
scription period to at least 30 days. Subject to the 30-day sub-
sériptidn period, applicant may fix the date{for the mailing of the

prospectus and werrants and the close of the subseription period.

I herewith submit the following fo?m of order.

QRDER

The Pzeific Telephone and Tclegrapﬁ cdmpany having app;ied
to the Public Utilities Commission of the State of California foflqn
order authorizing the issue of 814,694 common sharés,C$Sl,469,400f”
par velue) of its capital stoek, a public nearing kaving been held
and the Commission be;ng of the oﬁinion that the moncy, property or
ladber to be procurcd or paid for through‘tnc issue of said ;hhresuof
stoek ié reasonably required by applicant for the purpoées herein
ctated, which purposes are not, in whoie or iﬁ pare, reasonably

chargeable to cperating oexpenses or to income; therefore,
. ’ Y L

IT I8 EEREEY ORDERED that The Pacifié Telephone and Tele-
graph Company be, and it is hereby, cuthorized to offer, on or

before June 30, 1950, 814,694 common shares of stock for subscription

-7
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and sale for cash at 3100 per share to the holders of its preferred
and cormon chares in the proportion of one (1) common sharc for
cach six (6) preferred and/or common shares étandiné in the name of
cach sharcholder of record on the stock books of applicant ot the
close of business on a date to be hereafter fixed by its board of
directors, and upon réceipt‘by applicant‘of subscriptions properly
executed and the sale price of thc'shares covered by the :ubscr;pé
tions, issuc stock certificates for the appropriate humﬁer of
share:; provided that o period of not less than thirty (20) days be‘
allowed between the mailing of the prospectus and warrants and the

elose of the subscrintion pexriod.

IT IS SEREBY FURTHER ORDEKED that The Pacific Tclephone
and Telegreph Company‘shall vee the précoeds from the issue and
sale of sold shares of common stock, or any part thereof, %o
refaburse in part its treasury for moneys cxpended‘frcm iﬁéome or
from,othér moneys in its treasury not secured by or obtained fron
the Lssue of stock or stock certificates or other cvidence of
interest or ownership, or bomds, notes or other evidences of ine
debtedness, for the acquisition of propérty and for the coﬁst:uc-
tion; completion, extension and improvement of the facilities of

applicent ond its subsidiary.

IT IS HERESY FURTHER ORDERED thot witain sixty (60) days
after the closing date for'subscriptions for seid shares of 5tock,
applicant shall file with the Commission a rcport showing the
nunber of shares of stock subseribed for, the consideration .re~.
ceived therefor, and the purposes for which applicant expehded‘ﬁhe

pro¢eads.,

-

IT IS HEREPY FURTHER ORDERED that the authority herein

gronted 1s effective upon the date hereof.

-8
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/

Tne foregoing opinion and order are hereby approved and
ordered filed as the opinion and order of the Public Utilities
Comnission of the State of California.

Th

Dated at Sen Frameiseo, California, this /7 ™ da
of Janwary, 1950.

Commiesioners




