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Decision No. 

BEFORE THE PUBLIC UTILITIES COl'-lMISSION OF THE STATE OF CALIFORi~IA 

0' 

In the Matter of the Application of ) 

~ ~ACIFIC ~ELEPRONE ~ TETJEGRAP.H 
CQt1PANY, a corporation, 

.. 
, . 
) . . 
) 

for an order authorizing it., (a) to : 
iszue and sell $50,000,000 principal ) 
amount of Thirty-one Year % : 
Debentures due September 15" 19S4" ) 
(0) to exe~te and deliver an : 
Indenture to be dat~d Scpt~ber 15, ) 

Application 
No. 3450l 

195;, and (c) to issue 1,,004,603 . 
common shares for subscription ~d ) 
sale for cash at $100 per share to . 
the holders 0 fits preferred and ) 
common share s. : 
~~--~~~~-~-~-~--~---) 

Arth:g.r 1:.. Geo'Age, for applicant; Dion R. Holm, 
Ci ty Attorney, and Paul L.. Beck, Chief 
Valuation and Rate Engin¢er in the· City 
Atto~eyfs orric~, by P$ul ~ B~ck, tor the 
City ~d County of San Fr~cisco, interested 
party; Donal,g. .&~.1, Supervi SOl' of Finance 
and Research, WaShington PubliC, Service Com­
mi$sion, interested party; John .E:.. l'onQvp..~, 
for the Starr of the Commission. 

In this proceeding tao PaCific Telephone ~d Telegraph Oom­

PDnY seeks authorization to issue and sell $50,,000,,000 in princip:JJ. 
I 

amount ot dcocnturez and 1,004,603 shares of its common stock or thG 

aggrega te par v~luc o:f.' $100'" 460,300. 

The application was .filed with. the CommiSSion on July 2, 

,>1953. Thereafter, a public hearing was h old before EXruniner Coleman 

in San Francisco on July 21" 1953" e.t .....,hich 'time the 'm:ltter Was taken 

under submission. The Commission has received no protests in this 

proceeding • 
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It is ~pplic~tts intention to offer the debentures for 

$~e at competitive bidding during September of this ye::J.r~ the suc­

cessful bid to specify the rate of interest, and to offer the shares 

of stock during l'1arch of 1954 to the holders of 1 ts presently out­

st~ding sh~res of preferred and common stock, tor subSCription znd 

sale for cash at 'par, on the b.:::.sis of one new share of common stock 

for each seven. zh<lresstanding in the nmnc or each shareholder of 

record on a d.:::.te here~fter to be fixed by ::J.ppllc~tfs board of 

directors. The testimony gi VeIl in the proceeding indicates the erf~ct 

on applic~trs capit<Jl ratios of the proposed issues as follows: 

June :20 , 12,22 J2~£. ,21 x 12~2. MaL· ,211 12~~ 

Debentures 36.5% 38.3% 38.0% 
Notes 6.0 2. 7 .J. 

Totru. debt 42.5 44.5 38.3-
Prefcrred sto·ck 6.4 6.2 6 .. 1 
Common stock ~d 

,5:5~ 6 surplus 51.1 49.3' 

Toto.ls 100.0$ 100.0:Z .100.Qj 

Applicant desires to usc the proceeds to be received from 

t.."'l.c issue o.."ld s~e of its debentures and shares of cOIlU'llon stock for 

the reimbursement of its treasury tor moneys heretofore expended for 
.. , .... , 

capital purposes from sources other th:m the sale o'rsecurities. It 
, I) , 

reports th~t it has need for such reimbursement in order to repay 

outst.:mding bank lo~s mld to provide for its conztruction costs mld 

those of its subsidi~ry~ Bell Telephone Company of Nevad~. The 

record shows that as ot June 30.::J.pplic:mt was indebted. to b.mks, in 

the principo.l amount of $76,000,000 and that it ;m.ticipatcs en in­

crease in i.ts bank borrowings t~ $98,000,000 at tho clos~ of Septem­

'ocr of this year. Following a partial liquidation of the c!ID'l.ount 

through the issue ~d s.o.le o! the <iebentures' in September, applicant 
. . 

plans additional borro'Wings a.s it proceeds 'With. its construction 
, . 

program, ml.d it estimates that it 'Will 'be inee'bted to bDnks in the 

ClnLount of $10;,000,,000 by the time it mckes its .s,tock offering ne·xt 
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March. In this connection it appe~rs th~tapplicant' s 1953 gross 

construction expcnc'!itures 'Will :;anount to $2.32,952,000 ~d its 1954 

0XPcne.i turos to $224,443,,000. 
. ' 

We are cOgnizm'lt of the extent to 'Which '<lp:plic~t has been 

required to increase ,its investmen. t in its properties Since the close 

of the 'WOor C'n~ are ~ware of the fact that 1 t has been called. upon, 

nncl ... 411 'be called upon, to raise a S\lbst~t1a1 amount of money from 

external sources in ,meeting. its capitell requirements. With the 

volume of exp:m:sion fc.c1n~ applictmt, it is obVious the.t a large part 

of its requirements l:lust 'be met with. equity :f''Oll'ds, in order tha.t it 

migh t preserve one improve its capi t~ r<ltios. The issue and scl.e' of 

shares of common stock.., as proposed in this, p,roceeding" sh~ulc. place 

~pplic3nt in a pOSition w.here itvill be able to engage reaeily in 

debt financing in the tuture Shoulc that becom~ necessary or desir~ 

able. 

, " '. , 

Upon the record me-de in this ma.tter we will enter an order 

~pproving ~ppliccntts requests. In making this oreer, however.., we 

.....n.sh to pltLCC app11cmlt upon notice tho.t we will not. rega.rd the 

dividends pll1d on its shares of common stock o.s determining or fixing 

the rate of return it should be al1o,'W'cd to cam on its 1nvestmen t 1n 

its properties. 

A public hearing having been held on the above entitled 
I 

mc.tter" rule. the Commission having considered the ev1c.encc and being 

of the opinion that the application should be gr~ted~ as herein pro­

vided~ thct the money" property or lc.'bo:- to be procured or p:nc! for 

by the i!:sue of the debentures ~d the shares of common stock herein 

-3 



. . 
"A.3450l MMW 

. ~ _',.j 0' 

o.uthorizcd is reasonably requi,re<l 'by tJ.pplic~t' for thc'purposes 
, . 

specified herein,. :md that such purposes.., except DoS otherwise tJ.uthor-
.', . 

ized.., are not.., in whole or in p~rt, reasonably,eha:rge~bl~ to operating , 
, ' , 

expens(:s or to, income; thc:rc~o:rc, 

IT IS HEREBY ORDEEED as follows: 
, , 

1.. The Pacific, Telephonc,~d Xelegraph Comp:my> on and 

after the effective ~ate hcr~or ::1nd on or, before' ~rch '31, 1954, ::naY' . " . 

offer 1>004,.603 shares of its common stock ,for subSCription and solle, 
• ' I r • 

for cash et $100 0. sh:are" . to; ,the hold.ers of, its outstanding sh<lres 0 f 
, . 

p::oeferrce. end common stock ,in,the proportion of one common sh..are for 
, , " ' , " ,f , 

each, seven preferrec tJrJ.d/or common shares st~d1ng in the n:;rme of 

each shareholder of rec<?;d,~n, the stock books of applicont .::.t the , .. 

close of business on a d~te,to be ,fixed hereafter, ~e upon receipt 
" . 

by applico.nt of subSCriptions prop.erly executed and the neccss~ry 

~ds,. to issue ccrtifico.tcs for .the appropriate number of snares. 

2.. The P:lcific Telephone and Tclegraph Comp.any, on ~d 
" . 

after the ef'fective date ,~ereo~ and on or before December 31.., 1953" 

:l~y cxecute.;:md deliver an indenture to be datcc'l, September 15, 1953" 
, ' 

in 'subst~tiallY the smne form as that filed in this procecding as 

EYlUbit D.., and may 'issue ~d ze1l $50,000,000 in prineip~l amount of 

Thirty-one Yo",%" Debentures due September 15,. 1984, Ztt :l price to be 
, 

\ , . 
fixed by the Commission in D. :;upplemcntD.l order in this. proceeding.' 

3. The Pacific Telephone and Telegraph Company' shall use 
I 

the proceeds to be received .f':rom the issue and sale or said shb.res 

of stock one. e.ebentures>. other than 'accrued interest,. fo'1: the' pur;.. 

poses set forth in this <lpplication. The accrued in'tercst m:lY' be . 

used for generol corporate purposes .. 

. -4 
) 



,''It i ... 

.. A. 34501 MM"W 

, ... 

4. The Pacific Telcphon~ ~d Telegraph Comp~y shall,file 

'Wi th :the Commission monthly' reports <lS required by General, 9rc!cr 'i 

No. 24-A .. 'Which oreer, inoore-r a.s app~i~~ble, is ~e.c a pa~, of this 

order. As soon as available, applic~t s~l file three copiesot: 

each prospectus issued in connection with the deb~tures ;?.nc shares' 

of stock authorizee. by this order. 

, . ,. ' . 
5. The au thor1 ty herein, granted to issue (lll<:1 sell ,dcben-

,t .J I' 
turcs 'Will become effective 'When the Com:rt1ssion 'by a supplemental , 

oreer h~s fixed the price a~ 'Which they ~y be sold, :md 'When 'eppii-
,.' ; 

6.an t hZl.s paid the fee prescribed by Section 1904(0) of the Public 

U:til{~es Code, 'Which fec is $15~500.00. In other respects, the. , 
.' • 0' ,to" I';' 

f. "r' 

au:thonty herein granted '\otill become effective 20 days a1"tcr the, date 
, " ~ J 

" 
hereof. ~ I.' 

Cru.1!'omia." this 
~, 

0(; ~ day of 


