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Decision No. ﬂ,§'§'74

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

THE PACIFIC TELEPHONE AND TELEGRAPH
COMPANY, a corporation,

- for an order authorizing it. (a) to
issue and sell $50,000,000 principal
anount of Thirty-one Year
Debentures due September 15, 1984,
(b) to execute and deliver an
Indenture to_be dated September 15,
1953, and (¢) to issue 1,004,603
cormon shares for subseription and
sale for cash at $100 per share to
the holders of its preferred and
common shares.

Application
No. 24501
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Arthur T. Georze, for applicant; Dion R. Holm,
City Attorney, and Paul L. Beck, Chief
Valuation and Rate Engincer in the City
Attomey's office, by Paul L. Beck, for the
City and County of San Francisco, intercsted
party; Dornald E. Hall, Supervisor of Finance
and Research, Washington Public Service Com~
miceion, intercsted party; Jobn F. Donovan,
for the Staff of the Commission.

OPINLO

In this procceding The Pacific Telephone znd Telegraph Com-
pany secks authorization to issue and sell .‘350,006,000 in principal
anount of dedbenturcs and 1,004,603 shares of 1ts cormon stock of the

aggregate par value of $100,.460,300.

Ihe application was fi;.ed with tllqe Commission on July 2,
#2953. Thereafter, a public hearing was hcold before Examiner Coleman
in San Francisco on July 2L, 1953, 2t which time the matter was token
under submission. The Commission has received no protésts in this

proceeding.
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It is applicant's intention %o offer the debentures for
cale at competitive bidding during September of this year, the sue-
cessful bid to speclify the rate of interest, and to offer the shares
of stock during March of 1954 to the holders of 1ts presently out-

. standing .,hares of preferred and common stock, for eubscription and
sale for cash at par, on the basis of one new share of common stock
for each seven shares standing in the name of each sharcholder of
record on a dote herexfter to be fixed by applicant's board of

 Qirecetors. The testimony given in the proceeding indicates the effect
on applicantrs capital ratios of the proposed issues as follows:

June 30, 1953 Dec. 21, 1953 Mar. 31, 1954 -
Debentures ‘ 38.2% 38.0%

Notes 6 5.7 -3
Total debt ‘ bbpe D 33.3

Preferred stock 6.2 6.1
Conmmon stock and ’ '

s w93 s
Totals 100.0% .100.0%
Applicant desires to use the proceedé- to be received‘ from
the issue and sale of its debentures and shafes of common stock for
the reimbursement of its treasury for moneys herctofore expended for
capital purposes from sources other than the sale of securities. It
reports that Lt has need for such ren.mburcement in order to rcpay
outstanding bank loans and to provide for its construction coste ond
those of its subsidiary, Bell Telephone Company of Nevada. The
record shows that as of June 20 Aap‘plicant was indebted to’banks, in
the principal amount of $76,000,000 and that it anticipates on in-
crease in its bank borrowings to $98,000,000 at the close of Septem-
ber of this year. Following a partial liquidation of the amount
through ;ﬁe issue and sale of the debentures in September, applicant

plans additional borrowings as it procecds with its consi:ruction

program, and it estimates that it will de indebted to banks in the

amount of $105,000,000 by the time it mekes its stock offering next
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Merch. In this comncetion it appears that applicant’s 1953 gross
construction expencitures will amount to $232,952,000 and its 1954
expenditures to $22A,443,0CO. |

We are cognizant of the extent to which -applicant has been
requirec to increase its investment in its properties since the close
of the war and are aware of the fact that 1t has been called upon.,
and will be called upon, to ralse a substantial amount of money from
extornal sources in meeting its capital requirements. With the ‘.
volume of expansion faé:!.ng applicant, 1t is obvious thet a large parf
of 4its requirements must be met with equity funds :n".n order that it
might preserve and Improve its capital ratios. The issue and se.le'of.
shares of common stoc}c, as proposed in this proceeding, should place
cpplicant in a position where it will be able to engage readily in
debt financing in the future should that become necessary or desire
able. |

Upon the record made in this matter we will enter an order

‘approving applicantts requests. In making this order, however, we

. wish to place applicant upon notice that we will not regard the
dividends paid on its shares of common stock as determining or fixing
the rate of return it should be allowed to carn on its investment in

its properties.

LRDER

A publicll;earing having been held on the above entitled
me.tter; and the Commission having considered the evidence and being
© of fhe opinion that the application should be granted, as herein pro-
vided, that the money, property or labor to be procuréd or paid for

by the icsue of the debentures and the cgharces of common stock herein
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authorlaed ls reasonably required by applicant for the purpogcs
"apecxfled hcrein, and that such purpeses, cxcept as otherwise author-

lde are not in whole or in part, reasonabdbly . chargeeblc to operating

expenses or te incone; therefore,
IT IS HEREBY ORDEFED as follows:

l. The Paeific Telephone and Telegraph Company, on and
after the effcctlve dete hereof amd on or. before March 31, 1954, maY
i f’cr 1 004,603 shares of its common stock for subscription and sale,
for cash at $lOO a oharc,\to the holders of its outstanding shares of
p*eferrcd ane common ,tock in, the proportion of ome common share for
euch seven preferred and/or common shares standing in the name of
each sharcholder ef recegdhgn_the stock books of applicant &t the
elose‘of business on a date %o be fixed hereafter, and upon receipt
byeppiicant of subscriptions properly execcuted and the necessary

funds; to izsue certificates for the appropriate number of shares.

2. The Paciflc Telephone and Telegraph Company, on :nd
after the ef‘ecteve date hercof and on or before December 31, 1953,
mey execute,and deliver an indenturc to be dated Septemder 15, 1953,
in‘suestaﬁtially the same form as that filed in this proceeding as
Exhibit D, and.may:issue and sell $50,000,000 in principal amownt of
Tﬁirtybone Year Debentures due September 15, 1984, at a price to be
fixed'by the Commission in a supplemental order in this-proceedﬁng.

3. The Pacirie Telephone and Telegraph Company'shell use
the proceede to be received from the issue and sale of sadd chares
of stock ané debentures, other than ‘acerued interest, for the”purh
peees.set forth in this application. The accrued interest may be

used for general corporate purposes. ;‘
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4e The Pacific Telephone and Telegraph Company shall file
vith the Commission monthly reports as required by Gemeral Order
. 24~A, which order, iﬁsofar as applicable, is mede 2 parf.lor this
order. As soon as availabdle, applicamt shall file three copies of
 each prospectus issued in connection with the debmturgs and shares

of stock authorized by this order.

5. The authority herein granted to issuce and sell dcben—
tures will become effcctive when the Commission by a .,upplemenﬁa.'l.) :
order has fixed the price at which they may be so0ld, and when 'ap-:li-
cant has paid the fee prcscribed by Section 1904(®) of the Public
Utilities Codc, which fee is $15, 500. OO. In other respects, the
_uthority herein gran'ced will become effective 20 d.'ays after ﬁhe,date

hercof.

Z Dated at Sem Frameisco, Califomia, this __olf = day of
/ o, 1953 |
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Comnimonez:s ,

011

ipate
nocosasmw abwcnt. d;,d. no.. pa.r‘bic
1a who dicpositlon of tnia proceeding.




