
.. 

• 

• 

A.59462 RR/mcm 

Decision NO. 91748 ilAY 61980@ fR1Hfmk': 
Ut.!u ~ mi , 

BEFORE ~ PUBLIC UTILITIES CO~SSION OF T.aE S~TE O~ 

Application of T.HE PACIFIC TELEPHONE ) 
AND TELEGRAPH COMPANY, to issue and ) 
sell not to exceed 10,000,000 of its ) 
authorized but \L~issued common shares ) 
by means of an offer for sUbseription ) 
and sale for cash to the holders of its ) 
voting preferred and common shares. ) ) 

o PIN ION --- ... -_ ... -

Applic::a:tio.ll No. 59462 
CFiled February 20, 1980) 

and Amendment 
(Filed April 17, 1980) 

The Pacific Telephone and Telegraph Company (pacific 
Telephone) requests authority to undertake equity financing through 
the issuance and sale of an amount not to exceed 10,000,000 of the 
corporation's authorized but unissued common stock ~y means of an 
offer for subscription ane sale for cash to ~e holders of its 
voting preferred and common stock. 

19 

pacific Telephone also proposes that the Commission 
rescind Decision No. 90652, dated August 14, 1979, as modified by 

Dec:ision No. 91114, dated Dec:emoer 8, 1979, in Applicatio.:l No. 58989, 
which authorized the utility to issue and sell 10,000,000 srAres of 
its common stock by means of an underw=itten offering to ~e pUblic. 
The company further proposes tb.at a portion of the fees it paid in 

connection with ~~at authority be app1iee against any·fee r~ired 
for authority granted in this proceeding. 

By Decision No~1749, dated MAY 6 1980 .. , i.n Applic.ation· 
No. 58989 we rescinded Decisions Nos. 90652 and 91114, a-~d au~orizee 

the transfer of $66,000·of the fees, already paie thereunder, toward 
the fee required for any authority granted in this Application. 
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Pacific Telephone reques-:s this authori t:y to issue its 
common stock purs~t to Sections 816 th=ough 818 of the Public 
Utilities Code. Notice o! the tiling ot the application and the 
ame:ldment appeared. on the Comcission' s Daily Calendars of 
Fe'bru,3,Z7 21, 1980 a:c.d Al'ril 21, 1980,,:, respectively. 

. .' . . 
Pacific Telepho~e plans to use the $120,000,000 it 

expects eo realize on ehe proposed common stock issue for the 
reimbursement of its ereasu.-y, 'to ehe extent that such proceeds 
are sufficient eherefore, for moneys aceually expended froe 
income and oeher treasury fu."lds of Pacific Telephone and il:s suh­

sidiary (Bell Telephone CoI:tpany of Nevada). Such unrefUt!ded 
expenditures on Deee~er 31, 1979 amo~ted to ehe sum 0: t 

$2,955,295,849 as set forth in the followi~q summary: 
Total capit~l expenditures: 

October 3l, 1922 to December 31, 1979 
Deduct proceeds of: 

Stoek issue:: 
Promissory notes 
Funded debt 
Other 

Total deductions 

Balance obtained. from 
other sources 

Less: Reserve for 
depreciation 

$3,111,814,207 
278,273,000 

5,037,781,100 
147,635,231 

unreimbursed balance 

$l4,19l,618,139 

5,616,114,60l 

2.1660,818,752 

~ 2,95S,2.9S,849 

Pacific Telephone anticipates that ~e proceees from 

thc salc of common stock would be available on or ah¢ut July 3l,1980 • 
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?aci!ic Telephone's capital ratios as recorded on 
December ;1, 1979 and as adjusted to give e!:£ect to (l) the sale 
on Februar,r 27, 1980 0:£ S;oO,OOO,Ooo 0:£ debt seecrities authorized 
by Commission Decision No. 91327, dated Feb=uar.1 1;, 1980, in 

Application No. "59327, (2) the retire::.e:c.t at ::w.turity 0:£ $lOO,OOO,OOO 
principal ~ount ot ?aci!ic Telephone's sev~-yea= 7-1/4 percent Notes 
due June 1, 1980, C;) t:b.e proposed sale ot a<!ditio:o.al ::Lon-voti:lg 
preferred stock authorized by Decision No. 91;80, dated Marc~ 4, 1980 
in Al'p1ication No. 59354 assu:ning proceeds or 55;,000,000, t~e proceeds 
to be avail abe by July 1980, and (4) the proposed sale o! not to exceed 
10,000,000 shares 0:£ Co:l!fJ.on stock on or before July ;1, 1980, assu:r:dng 
proceeds ot $120,000,000 are as !ollows: 

Fundee debt 
Short-term borrowi:l9's 
Preferred stock 
COxcr:lO:l equity 

Deee~er 31, 1979 

Recorded 

53.1% 
2.9 
6.0 

38.0 

100.00"' 

Pro Forma. 

50 .. 9% 
6.8 
6-.1 

36.2 

100.00-' 

Pacific Telephone's esticates for the year 1980 indicate 
the need for $2,472,000,000 gross construction outlays rela~ed to 
cus tomer growth and tlOV'ement, and for plant ::::IOderniza t.ion and 

replacement as follows: 

Item 

customer grO'Wth 
Customer movement 
Plane modernization 
Plant replacement 

Total 

Amount 

$1,472,000,000 
426,000,000 

405,000,000 
169,000,000 

$2 ,472,000:,000 



A.S9462 RR/mem 

'. Review of these cons'truction. estimates by the Revenue 

• 

Requirements Division confirms the necessity for such expenditures; 
the Division resQrves~e righ~, however, to reconsider the reason­
ableness of any construction expenditures in future rate proceedings. 

Pacific'Telephone, by an Amendmen't: to its Application 
No. 59462, filed April 17, 1980, indicates the terms and conditions 
of the proposeQ. offering in EXehibit C, at'cached to the a:nended 
applicat.ion. 

pacific Telephone proposes that on or about June 9, 1980, 
it will mail to its voting preferred ~d common shareholders of 
rccore on June 3, 1980, warrants evidenc~~9' rights to sUbscr~e for 
the additional common stock. Such rishtswould expire ac ~e close 
of business on Ju."le 30, 1980. 'Xhe s~sc:iption price would be ~".21 
to ~e closing price on ~e New York Stock Exchange of Pacific 
~elephone's common stock on the da~ on which such shares were traded 
on such exchange next preceding the day on which a Registration 
Statement relating to such shares, filed with ~Q Securities and 
Exchange Comm~ssion, becomes effective. 

Pacific ~elephone proposes to =ake ~c offering to its 
shareholders in ~e ratio of one (1) common share for each eighteen 
(18) common shares outsta:ding a."le seven (7) common shares for each 
eighteen (18) voting preferred sbares outs·tanding. 'thus, the number 
of shares to be offered will ~e 9,684,884. This number is deter.Qined 
by adding seven-eighteenths of the 820,000 outstanding shares of 
$100 par value voting preferred stock to one-ei9htee:tn of the 
l68,587,914 outstanding shares of $14-2/7 par value co~n stock. 

pacific Telephone also proposes to offer :or sale, as a 

supplemental purchase privilege, any of the additional shares of 
common stock which remain uniss~ed a~d unsold after sUbscriptions 
under the ~ic purchase pri vileqc, deseriDed ~ove, have been 
satisfied, at the price per share fixed as aforesaid. The warrants 
evidencing the right to stibscr~e for additional sbares of common 
stock pursuant to the ~sic purchase privilege will also provide 

• for ehe supplemental purchase privilege. 
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P~cifie Telephone's Consolidated Balanee Sheet as of 
December 3l, 1979, inclu~~g its =Ubsid~ary, is attached to the 
~pplication as EXhibit A, and shows :he foll~~g data: 

Assets 

Telephone ?l~~t less Accumulated 
Depreciation 

Current Assets 
Deferred Charges 

~otal 

Liabilities ~~d Common Eeuitv 
d 

Ecruity 
Long-'l'cr::t Debt 
Current Liabilities 
Deferred Credits 

Total 

Amount 

$ll,644,682,000 
l,098,086,000 

192,180,000 

V2i 934,948,OOO. 

$ 4,233,398,000 
4,922,000,000 
2,992,616,000 

78l" 934 c 000 

$,12-l 934 (948.,000 

The Consolidated ~co:e Statement included as ,art of 
Exhibit A attached to the application, tor the cale~ear year 1979, 
shows that the co=p~ ge~e~ated total operating revenues ~d net 
income of S5,005,174,000 and $;55,209,000, respectively • .. 

The Revenue Re~e~e~ts Division agrees t~t t~e proposed 
equity !~ancing is necessary to icple=e~t the utility's constructio~ 
program. 

Findinas of Fact 

1. Pacific Telephone is a California corporation ope::Z2:t:i:l~ .-
under Che jurisdiction of this Commission. 

2. the proposed sale of eocmon stoek is for proper p~oses. 
3. '!he utility has need for externc:U fu..~<i:p for the ?u~ses 

set forth in the a~~lieation • ..... 
4. ~he terms and conditions of the proposed issue and sale 

of eommon stock are just and reasonaale ~~d in the pUblic interest. 
S. 'l'here is n.o k.~own oppos:i.t:ion and there is no reason 'to 

delay granting the authorit:y ::~~este<i • 
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6. ~le money, property or labor to be procured or paid for 
by the issuance and sale of ~e common stock herein au~~orized is 
reasonably required for the pu.-poses specified herein, which 
purposes are not, in whole or in ~a:t, reasonably chargeable to 
operating expenses or to income. 

7. The fee prescr~ed by Section 1904.1 of the PUblic Utilities 
Code in the ~~~~ $66,000 is applied to this proceedinq by 
Decision No. , dated MAY 61980, in Application 
No. 58989. 

conclusions of Law 

1. A pUblic hearinq is not necessary. 
2. The application should be granted to the ~tent set fo~ 

in the order which tollows. 
In issuing our order herein# wa place pacific ~el~hone 

and its shareholders on notice that we do not regard~e n~r of 
shares outstanding, ·the total par value of t:be shares nor the 
dividends paid as measuring the rctu=n it should be allowed to earn 
on its investment in plant, and that ene authorization hereinqranted 
is not to be construed as a :indj,ng of the value of the company's 
stock or properties nor as indicative of a..""'lOunts to be included in 

proceedings for the determination of just and reasonable rates. 

ORDER 
.-.. ..-. - .... -

I~ IS ORDERED that: 
1. ~Ae Pacific Telephone and Telegraph Comp~~y may issue, 

sell a."ld deliver, on or before December 31, 1980 an a::lOunt not to 
exceed 10,000,000 shares of its authorized but unissued co~~n 
stock in accordance with the application as amended and the ter.es" 
and "Orovisio:c.s of, an u:e.derwri ting agreement Substantially· intlie for.:i· 
tiled ~.. as Exhibit C, and :nac.e a part-o!" the amended applica.tion; 
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2. The Pacific Telephone and Tele~raph 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 ehc application, 
which purpose is the reimbursement of its treasury. 

3. When The Pacific Telephone and Telegraph Company do~er=ines 
the price or prices pertaining to the securities herein authorized, 
it shall promptly notify the commission thereof in writing. 

4. As soon as available, The Pacific Telephone and Telegraph 
company shall file withtne commission ~ixce copies of the final 
prospectus pertaining to the common s,tock herei:l au~horized • 

.. - ... 
s. within 30 days after selling the co=mon stock herein 

authorized to be issued and sold, The Pacific Telephone and Telegraph 
Company shall file with ~e Commission a letter re~orting t~e n~er 
of such common stock issued and sold and the use of cbe proeeccls 
therefrom • 

6. The fee presecribedby Section 1904.1 of.~e Public 

Utilities Code i.."l t.."'le amount of $66,000 is applic~le to this 
proceedin~ and has bee~ transferred to ~is proceeding by Decision 
No. 91.749, dated MAY 6 1980, in Applica'tion NO. 58989 • 

• '. -- .... 0-
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7. The effective date of this order is the da~e 
hereo:: .. 

Datec1 ___ MA;.;..;.;..Y __ 6::....;;19~SOIlQoC.. ___ at San Franci:sco, 

Ca.lifornia • 
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