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Decision No. OG1H .

SEPORE THE RAILRQLD COLMAISSION OF TEE S

In the lgtter of the ipplication of

)
ONTARIO AND UPLLND TELEPHONZ COLPANY,)
a corporation, for autkority to cexe~ ) Application No. 15375
cute a promissory note in the smount )
of 5500,000.00. )

Re X. Pivzer, TLor applicant.

BY THZ COMMISSION:

Cataric and Upland Telephone Company asks permission to
issue and doliver o promissory uansecured note in fovor of The Pacific
Telephone and Telegreph Company in the amount of 1500,000.00 paychble
on or before October 1, 1929, without interest, such note to de de-
livered for the purpose of refunding promissory notes ncw keld by
The Paciric Telephone znd Telegraph Company.

It ic of record that on September 24, 1928, an agrecment
wez entered into betweer the applicent, the Bell Telephome Company
Nevada, The Pacific Teleprone and Telegroph Comparny, R. X. 2Pitzer,
A M. bole, L. A. Loxbeer, =. C. Jones, A. Durwerd, R. E. Suith and
C. 4. Lorbeer, providing for the sale of all of the issued and out-
ctending capital stock of the Ontario end Upland Telephone Company,
then owned by the Zell Telephone Company of Nevada, to seid R. X.
Pitzer, A. ii. Dole, L. A. LorlLeer, E. &, Jones, A. Durwaxd, R. 2.
Smith anc C. k. Lo:?eer. T™is agreement provides that said pur-

ctasers shell pay 75,000.00{0r the outstanding (5100,000) of appli-
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cant's stock and provide ;25,000.00 for sdéitions and betterments tTo
epplicentts plant. The agreement further provides thet epplicant
shall ascertaln as of October 1, 1928; its totzl obligations and
indebtea“euu end tke sggregate amount of I1ts cask, bills, accounis
receivable, meterials and supplies and prepayments. Tpon the re-
ceipt of the 5500,000.00 note, which is the sudject of thils epplicae-
tion, together with satisfactory evidence, that ! :25,000.00 hes been
made avoilable %o zpplicaent for additloms and betlerments to 1ts
‘propexties, The Paclific Telephone and Qelegraph Compeny agrees thal
all indebtedness of applicant in excess ol the +500,000.00 note and
the aggrogete of its current assets mentioned adove, will be can-
celled. Tt iz of record that under this agreement The Pacilic
melephone and Telegraph Company has cancelled, ox will c¢exncel, &p-
proximetely ,200,000.00 of indebltedness.

"he assets and liabilities of the Ontario and Upland Tel-
ephone Compeny as of September 30, 1928 ard as of Octoder 31,1828,

are reported s follows;=-

ASSETS Sent. 30th Ccv. 3lst

Pixed cap*tai .« e e . . 5604 ,60L.09 5606 ,20L.79
Cach and dcoo_J.s « o s . . 3,628.31 . x,762.53
Accounts receivable . . . 9,243.28 9,512.70
vatoriels and supplies . . . e 2,118 Q7 1,381.01
DPrepayments . . . . . . . 1,621.72 2,279.60
Deferred debits « « . . . 3,130.&42 2,612.02

Total assetls.. ceeres U624 ,393.85 624 4049.65

LIABTLITIES ‘
Copitel STOCK - » + o « o o o = = %00,000.00 100,000.C0
“pnded debt . .« 4 . - C e e e s 70,000.00 70,000.00
Advances from system co*noratione 450,794 .52 -
Bills Payable . o o o o ¢ o s o 59,634.50 432,134:.50
Accounts vayable . . . . . 121,256.02 10,439.15
Leecruals . . . . . . 15,374 .44 38.13

Deforred credits . . 1,860.00 2,042.87
Reserves . . . . . . 98,878.64& 1C1,488.40
Deficit . . . . e s s e 293 60-1...9 92,104 .10

;oual li b;lit ESceeee o0, éQé.Bé D24 044 469

It will be noted that the company's deficit was reduced from
£29%,404.29 on September 30, 1928 Yo (92,104.10 on Cctober 3lst.
This reduction wes brought cbout by the concellation of indebiedness
due to The Pacific Telephone and Telegroph Company. I this eppli-
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cetion is granted the $500,000.00 note will be substituted for the
company's funded dedt of §70,000.00 and bills payeble of $432,134.50.
The egreement of September 24, 1928, referred to abéve, provides
that applicant proposes to issue bonds, subject to epproval and auth-
orization of the Railroad Commission of the State of Califormie in
an sggregate amount of 3500,000.00,bearing five percent interest, ma-
turing twenty-five years cfter the date of lssuance, and callable at
any 1nterést bearing dete at par and accrued interest, for the purpose
of substituting the same ror the $500,000.00 note to be issued to The
Pacific Telephone and Telegraph Cémpany. No interest upon such bdonds
shell be peyeble for or durirg the period from October 1, 1928 to Sep-
temder 30, 1931l. 'When said tonds are issued, anplicant agrees to
deliver the seme to The Pacific Telephone and Telegrapp Company, which
in turn agrees to accept the seme in reduction of the principal smount
of said note and to the extent of the par value of said totel issue
o? bonds. In the event that the bond issue is less than $500,000.00,
applicant obligates itself to execute and deliver to The Pecific Tel-
opnone end Telegraph Compeny, together with suck bonds, 1ts promissory
note in an emouzt equal to the difference dbetween the total bond issue
end the £500,000.00 note. The note is to bear the same rate of in-
terest and to be due and payable at the seme time as tte bonds, pro-
vided, however, that mo interest shall be payable on the note prior to
the period beginning September 30, 193L. Upon the receipt of the
bonds and the note, The Pacific Telephone and Telegraph Company agrees

to cancel and surrender the $500,000.00 note referred to in this ap-

plication.
There is no doubt but that the cancellation of approximately

$200,000.00 of indebtedness has improved the financial condition of
applicent and thet the issue of & note without inmterest to be refunded
through the issue of bonds or notes ox which no interest need be pald

prior to September 30, 1931 should enadle applicant to improve furthexr
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its financial standing. The present owners of applicant's stock
aTe making & survey of its properties and rates and propose %o con~
ctruct a mew office in Onterio and install additional central ofTice
equipment and outside plant facilities. They 4o not propose to sug-
gest the permanent re-rinanclng of the properties uatil the Improve-
wents have been installed and tho rates adjusted, 1< such an adjust-
ment is found desirable. |

There is no doubt in our mind that tke present investment iz
applicant's prbperties, es disclosed by the record in this proceeding,
does not warrant the permanent financing of the propertles or the
basis of a $500,000.00 indebtedness. Tne issue of the $500,000.00 note
is a temporery expedient and By authorizing ite issue tﬁis Cormission
gives no assursnce 10 applicant that it will permit the payment of
the refunding of the note throughk the lssue of bonds, or bonds and
notes or stock of a like amount. Ir applicant, its successors or
assigns, hereafter file an applicatién for permission to issue stock,
bonés or notes to pay or refund ihe $500,000.00 note, the issue oI which

{s suthorized by the order in tkis pfoceeding, the Conmission will

pass upon such application without eny relference O this proceeding.

QRIDER

Ontario axd Uplend Telephone Company reving asked for per-
nission to issue a $£500,000.00 unsecured note for the purpose of re-
funding indebtedness, a public hearing having deen held by Examiner
Fao khauser and the Ceommission belng ol tkhe opinion that the issue
of the pote refexred to is reasonably required bylapplicant,

IT IS EEREEY ORDERED, That Cntario end Upland Telephone Com~
peny be, and it is heredy, quthorized to issue and deliver om or before
June 30, 1929, its unsecured non~-negotiable non-interesat bearing prom~
1ssory note in the amount of $500,000.00, payeble on or before October
1, 1929, for the purpose 0® refuncing indebtedness due The Pacific Tel-
ephone and Telegraph Company.
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T IS TXIRI URTEDS ORDLRED, That the cuthority herein
granted will become effective when zppiicert hzc pald the fee pre-
seridbed by Sectlon 52 of the ~udlie Utilitics Act, which fee Is
Tive Fundred ($50C.00) Dollexs.

TD TS FIRESY TURTEER ORDEEED, That within thirly days efter
the issue of the note referred o herein, (ntarie and Uplaznd Telep hone

Company shall filo with the Railroad Coxmicszion & copy of such rote.

DATED ot San Francisceo, Californic, this 72 Zyda.y or

Mareh, 1929.
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