Decision No. _ 51154 @ R u uﬁ @%} AL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF'CALIFORNIA :

In the mattexr of the Application of )
TEE PACIFIC TELEPHONE AND TELEGRAPHE )
COMPANY, a corporat:.on, for an order )
a.uthorn.zmg it to underxtake equity
f.:.nanc:.ng in tho amount ©f approx-
imately $300,000,000 by the offering

)
) Application No. 53307
)

of not more than 17,444,330 common )
)
)
)

(Filed January 26, 1973)

shares for subscription and sale for
cash to the holders of its common
and preferred shares.

James A. DeBois, Attormey at Law, for applicant.
Sidney J. Webb, for the Commission staff.

OPINION

The Pacific Telephonc and Telegraph Company secks authoxity
to issue and sell not exceed:’.ng 17,444,830 shares of :i.t's' $14-2/7
par value common stock in order to realize procoeds approxmatmg
$300,000,000. . :

Aftexr due notice, a public hearing on the above-cntitled _
matter was held before Examiner Donovan in San Francisco on L
February 23. 1973, at the conclusion of which the matter was
taken under submission. The Commission has ::ece:.ved no protests
in the proceeding. . ‘ ‘

Applicant states that it proooses to use the common stock
proceeds for partial reimbursement of lts treasury for. unreimbursed
capital expenditures amounting to $2, 101 200,391 on November 30,
1972. By Decision No. 80347, dated August 8, 1972, the Commission,
among othexr things, ordered applicant herein to install at least
$750,000,000 of plant additions during thle year 1973. 'E‘ol.lowing"
reimbursement of the company's txeasury cén or about June 29, 1973,
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the utility contemplates applying approximately $300,000,000 to
rceducing its then outstanding short-term borrowings to an
estinated amount of approximately $50,000,.000.

On or about June 7, 1973, applicant intends to mail to
the shareholders of record on May 25, 1973, warrants evidencing
rights to subscribe for the additional common shares. Such rights
would expire at the close of business on June 29, 1973. The
subscription price would be not less than 89% of the closang
market pricc of applicant's cemmon shares on the New York Stock
Exchange on the day on which such shares arc traded on such
exchange next preceding the day on which the Registration
Statoament relating to such sharxres becomes effective. American

: Telophcne and Telegraph Company owns approximately 90% of applicant's
utstanding capital stock.

In order to‘reallze proceeds approximatingg$300;000;000,
applicant proposes to make the offcrihg to its shareholdc:sfin :
the ratio of one common share for cach nine common shares out-
ctanding and scven common sharcs for cach nine preferred shazes
outstanding if the market price used in setting the subscription
price is $20.50 or less. The 17.444,830 additional shares of
common stock arce determined by adding seven-ninths of the-szo,ooo
outstanding shares of $100 par value preferred stock to"bne#ninth‘

of the 151,263,473 outstanding shaxes of $14-2/7 par value common‘j
stock.

If the market price used in setting the subscriptiohﬂ
price is more than $20.50, applicant proposes to make the offering
in the ratio of one common share for each ten common shares
outstanding and seven common shares for cach ten prcferrcd'sharcs

outstanding, which would involve an ofkcrxng of 15, 700 347‘common
shares.




[y

Assuming that the proposed ofécring of common shares
would yicld $300,000,000, applicant estimates that its debt xatio
world be 46.0% at December 31, 1973, and would average 47. l/
for the yecar 1973. ‘

After consideration of the apnlxcat;on, tcstlmony and
oxhibits, and noting the abscnce of any opposition, we find that:

1. The proposed common stock issuc 15 Zor a
PXOPCr PuUXposc.

2. Applicant has nced for external funds for
the puxrpose set forth in this proceeding.

The temms and cornditions of the proposed
common stock offering are rcasomable.

The Commission has ordered applicant to
install at least $750,000,000 of plant
additions during the curxent year.

The money, property or labor to be procured
or paid for by the issue of the common
stock herein authorized is reasonably
required for the purpose specified herein,
which purpose is not, in whole or in part,
reasonably chargeable to opcratzng expenses

or to income. ‘
On the basis of the foregoing findings'we-conc;uae thatc

the application should ke granted. In issuiﬁg\our‘order heredn,
we place applicant and its sharcholdexrs on notice thathC do not
regard the number of shares outstanding, the total par value of
the shares nor the dividends paid as measuring the return it
shorld be allowed to earn on its investment in.plant,_énd'thét‘
the authorization hercin cranted is not to be construed as a ﬁihding
of the valuc of the company's stock or propertieanor as. ihdicacivc

of amounts to be included in proceedmncs for the determ;natzon of
just and reasomable rates.
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IT IS ORDERZD +that:

1. The PaciZic Teclephone and Tclcgraph COmpanv nay ofkcr
foxr sale for cash, in the manner and at a price to be dgtcrmmnco
as sct forth in the forccomng opinion, not exceeding 17, 444,830
additional shares of its common stock.

2. The Pacific Telephone and Telegraph Company nay issue
warrants evidencing the right to subscribe Zor the additional
shares to be offered pursuant to Ordering Paragraph No. 1 hereos.

. 3. The Pacific Telephone and Tclegraph Company may
issue and sell, at a price determined in accordance with Ordering
Paragraph No. 1 hexeof, such of its not excceding 17,444,830
additional common shares as shall be subscribed f£or pursuant to
the exercise of said warrants.

4. TUpon xcceipt of properly executed. sub,crzptxons ané
the necessary funds, The Pacific Telephone and,Telegraph:Company
may issue certificates for the appropriate ndﬁber.éf'ifsxccmmon
shares. . . ". o

5. The Pacific Telephone and Tolegraph Company shall use
the proceeds to be derived from the issuance and sale of said
stock o reimburse, so Zar as possidble, its treasury for funds
expended as set forth in the application.

- 6. Promptly after The Pacific Telephone and Telegrapn
' Company determines the precise number of shares of stock to be
offcred and the price at which the shares are to be o;fcreo, it
shall notify the Commission of cach in writing. _

7. As soon as available, The Pacific Telephone ano ‘
Tclcgraph Company shall file with tne~Comm;ssmon thxee conmes oL
its prospcctus relat;ng to the common s»ock.here:n autho:;zed.‘
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8. Within thirty days after th¢ closing date of
subscriptions for shares of stock herein auwthorized to be issued,
The Pacific Telephone and Telegraph Company shall £ile with the
Commission a report showing the number of shares of stock subscribded
for by American Tclephone and Telegraph Company, the nunber of
sharxes of stock subscribed for by others, and the comsideration
reecived. Such statement shall be in licu of a report uﬁder‘
General Order No. 24-B. _  '

9. This order shall become effective when 'lfhe Pacific
Telephone and Telegraph Company has paid the fee prescribed by
Section 1904.1 of the Public Utilitics Code. Any authority hercin
cranted will expire if not excrcised onm or before November L, 1973.

Dated at San Francisco _» California,
thiz ZQ‘g day of MARCH | » 1973.

P e L Yoo S

STATE OF Cative 3, | -/ Eresikent

¥ ey,
A 1“-
\ .

N KN y £
4 ‘n.« as /‘l. -
y L/
/4
AANA L/

Dyl

commissioners

Commissioner Thomas Moran, boing _
Deceszarily abseat, ¢1d not participate
in thq dis;os:r.ti_.on O this proceeding.




