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HAY 6 1980
Decision No. 91748 7.. 27 Z g Z
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA&EP

Application of THE PACIFIC TELEPHONE
AND TELEGRAPH COMPANY, to issue and
sell not to exceed 10,000,000 of its
authorized but unissued common shares
by means of an offer for subscription
and sale for cash to the bolders of its
voting preferred and common shares.

Application No. 59462

" (Filed February 20, 1980)
and Amendment
(Filed April 17, 1980)

OQPINION

The Pacific Telephone and Telegraph Company (Pacific
Telephone) reguests authority to undertake eguity financiag throuch
the issvance and sale of an amount not to exceed 10,000,000 of the
corporation's authorized but unissued common stock by means of an

offer for subscription and sale £or cash to the holders of its
voting preferred and common stock.

Pacific Telephone also proposes that the Commission
rescind Decision No. 90652, dated August 14, 1979, as modified by
Decision No. 91114, dated December 8, 1979, in Applicatioa No. 58989,
which authorized the uwtility to issue and sell 10,000,000 shares of
its common stock by means of an undexwritten offering to the pubdlic.
The company further proposes that 2 portion of the fees it paid in
connection with that authority be applied against any.fee reguired
for authority granted in this proceeding.

By Decision Nod 1749, datea MAY 61920, in Application’
No. 58989 we rescinded Decisions Nos. 90652 and 9L1ll4, and authorized
the transfer of $66,000 of the fees, already paid ;hereunder, toward
the fee reguired for any authority granted in this Application.
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Pacific Telephome requests this authority to issue its
common Stock pursuant to Sections 8Ll6 through 818 of the Public
Utilities Code. Notice of the filing of the application and the
amendment appeaxed on the Commission’s Daily Calendars of
February 21, 1980 and April 21, 1980? respectively.

Pacific Télephoﬁe'pians £o use the $120)000;000 it
expects to realize on the proposed common stock issue £or the
reimbursement of its treasury, to the exteat that suck proceeds
are sufficient therefore, for moneys actually expended from
income and other treasury funds of Pacific Telephone and its sub-
sidiary (Bell Telephone Company of Nevada). Such unrefunded
expenditures on December 31, 1979 amounted to the sum of ,
$2,955,295,849 as set forth in the following summary:

Total capital expenditures:

October 31, 1922 to Decerxber 21, 1979 $14,191,618,139

Deduct procéeds of:

Stock issues . $3,111,814,207
Promissory notes 273,273,000
Funded debt 5,027,781,100
Other 147,635,231

Total deductions . £,575,502,538

Balance obtained from
other sources 5,616,114,60L

Less: Reserve for
depreciation 2,660,812,752

. Unreimbursed balance $ 2,955,295,845

Pacific Telephone anticipates that the proceeds £rom
the sale of common stock would be available on or about July 31,1980.
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Pacific Telephone's capital ratios as recorded oz

December 31, 1979 and as adjusted %o give effect to (1) the sale

oz February 27, 1980 of $300,000,000 of debt securities authorized
by Commission Decision No. 913527, dated Fedruary 13, 1980, iz
Application No. 59%27, (2) tke retirement at maturity of $100,000,000
principal amount of Pacific Telephone's seven-year 7-1/4 percent Notes
due June 1, 1980, (3) %the proposed sale of additional mon=-voting

veferred stock authorized by Decision No. 91380, dated Maxrch 4, 1980
in Avplication No. 59354 assuming proceeds of $5%,000,000, the proceeds
+o be availabe by July 1980, and (4) the proposed sale of not to exceed
10,000,000 shares of common stock or or before July 3L, 1980, assuming
proceeds of $120,000,000 are as follows:

Decenber 31, 1979
Recorded Pro Forma

Funded debt 93.1% 50.9%
Short-term borrowiags 2.2 6.8
Preferred stock 6.0 6.1
common equity 28.0 26.2

100.0% 100.0%
(== SER———CRTY

pacific Telephone's estimates £or the year 1980 indicate
the need for $2,472,000,000 gross coastruction outlays related to
customer growth and movement, and for plant modernization and
replacenent as follows:

ITtem Amount

Customer growth $1,472,000,000
Customer movement 426,000,000

Plant modernization 405,000,000
Plant replacement 169,000,000

$2,472,000,000
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Review of these construction estimates by the Revenue
Requirements Division confirms the necessity for such expenditures:
the Division reserves the right, however, to reconsider the reason-
Ableness of any construction expenditures in future rate proceedings.

Pacific’ Telephone, Dy an Amendment to its Application
No. 59462, filed April 17, 1980, izdicates the terms and conditions
of the proposed offering in Exchibit €, attached to the amended
application.

Pacific Telephone »roposes that on or about June 9, 1920,
it will mail to its voting preferred and common shareholders of ..
record on June 3, 1980, warrants evidencing richts to subscribe for
the additional common stock. Sugh rights would expire at the close
of business on June 30, 1980. 7The subscription price would be ecgual
to the closing price on the New York Stock Exchange of Pacific
Telephone's common stock or the day on which such shares weze traded
on such exchange'next preceding the day on which a Registration
Statement relating to such shares, filed with the Securities and
Exchange Commdssion, becomes effective.

Pacific Telepanone proposes to make the offering to its
sharcholders in the ratio of ome (1) ceommon share for each eighteex
(18) common shares outstanding and seven (7) common shares for each
eighteen (18) voting preferred shares outstanding. Thus, the number
of shares to be offered will be 9,624,834. This anunber is detezmined
by adding seven-eightecenths of the 820,000 outstanding shares of '
$100 par value voting preferred stock to one~cighteenth of the
168,587,914 outstanding shares of $14-2/7 par value comuon Stock.

Pacific Telephone also proposes to offer for sale, as a
supplemental purchase privilege, any of the additional shares of
common stock which remain unissved and wasold after subscriptions
under the basic purchase privilege, described above, have been
satisfied, at the price per share f£ixed as aforesaid. The warraants
evidencing the richt to subscribe for additional shares of common
stock pursuant to the Zasic purchase privilege will also provide
for the supplemental purchase privilege.
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Pacific Telephone's Consolidated Balance Sheet zas of
Decembexr 31, 1979, including its subsidiary, is attached to the
application as =xhibit A, and shows the following data:

Assets Amount

Telephone Plant less Accumulated
Depreciation $11,644,682,000

Current Assels 1,098,086,000
Deferred Charges 192,180,000

Total §121934‘9485000

Liabilities and Common Eouity

Eguity $ 4,232,398,000
Current Liabilities 2,992,616,000
Deferred Credits 781,934,000

Total $125934!948!000

The Comsolidated Income Statement included as part.of
Exhibit A attached vo the application, for the calendar year 1979,

shows that the company generated total operating revenues and znet
izncome of $5,005,174,000 and $355,209,000, respectively.

The Reveruve Requirements Divisior agrees that tﬁe proposed
eguity financing is zecessary to implement the utility's comstruction
Program.

Findines of Tact

1. Pacific Telepnone is 2 California corporation overating
under the jurisdiction of this Commission.

2. The proposed sale of common stock is £or proper PUrNoses.

3. The utility has need for external funds for the purposes
set forth in the application.

4. The terms and conditions of the proposed issue and sale
of common stock are just and reasonadle and in the public interest.
5. There is no kaown opposition and there is no reason to

delay granting the authority regquested.

-5 -
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6. The money, property or labor to be procured or paid for
by the issuance anéd sale of the common stock herein authorized is
reasonably reguired £or the purposes specified herein, which
purposes are not, in whole or in part, reasonadbly chargeadble to
operating expenses or to income.

7. The fee prescribed by Section 1904.1 of the Public Utilities
Code in the aqgﬁ?ﬁéﬁg $66,000 is applied to this proceeding by

Decision No. , dated __ MAY 61980 . in Application
No. 58989, ’

Conclusions of Law

l. A public hearing is not necessary.
2. The application should be granted to the extent set forth
in the ordex which follows. '
In issuing our order herein, we place Pacific Telephone
and its sharcholders on notice that we &0 not regard the auvmber of
shares outstanding, the total par value of the shares nor the

dividends paid as measuring the retura it should e allowed to eazn
on its investment in plaat, and that the authorization herein granted
is not to be construed as 2 finding of the value of the company's
stock or properties nor as indicative of amounts to be included in
proccedings for the determization of just and reasonable rates.

SRRDER
IT IS ORDERED that:
1. Thae Pacific Telephone and Telegrapn Company may issue,
sell and deliver, on or before Decexber 31, 1980 an amount not to
exceed 10,000,000 shares of its authorized but unissued common
stock in accordance with the application as amended amd the terms’
and provisions of an underwriting agreement Substantially in the form’

filed *. as Exhibit C, and made a part of the aménded application.
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2. The Pacific Telephone and Telegraph Company shall use
the proceeds of the issuance and sale of not exceeding 10,000,000
shares of its common stock for the purpose stated in the application,
which purpose is the reimbursement of its treasury.

3. When The Pacific Telephone and Telegrapgh Company determines
the price or prices pertaining to the securities hexein authorized,
it shall promptly notify the Commission thereof ia writing. '

4. As soon as available, The Pacific Telephone and Telegraph
Company shall f£ile with the Commission thrce copies of the £inal
prospectus pertaining to the common stock herein authorized.

5. Within 30 days after selling the common stock herein
authorized to be issued and sold, The Pacific Telephone and Telegraph
Company shall £ile with the Commission a letter regorting the number

of such common stock issuved and sold aad the use of the proceeds
therefrom.

6. The fee presecribed by Section 1904.1 of the public
Utilities Code in the amount of $66,000 is applicable to this
proceeding and has beern transferred to this proceeding by Decision
yo. _ 91749 , dated MAY £ 1980 ., in Application No. 58989.
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7. The effective date of this order is the date
hereof.
Dated MAY 6 1980 at San Francisco,
California.

MQM

Fresident
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