Decision No. -?234"8

BEEFORE THEE RAYIROALD COMISSION OF THE STATE OF CALIFORNIA

y ST s ?
AN AN
| %ML" |

Application No. 16380

In the Matter of +the Application of )
ASSOCIATED TELEPHONE COMPANY, LID., )
for an order euthorizing it to execute )
1ts morigage and/or deed of trust and )
4o i1ssue exnd sell certain bonds. )

Yott, Valle€ end Grant, by Paul Tallees
Q'Melveny, Tuller and Myers, by Harry L. Dunn;
.ané Erpest Irwin, for applicant.

BY TEE COMMISSION:

Q2 INION

In this proceeding Assocliated Telephone Company, Ltde.
asks permicssion T0 execute & mortgage and/or otherwise encumber i1ts.
property in the menner set out in its proposed trust indenture, and
to icsue and seil at not less then 90 percent of theixr face value
plus accrued interest $6,000,000.00 of its first mortgege five per
cent g0ld bHonds, Series TAT, due March 1, 1965, for the purpose of
paying indebtedness and to pay the cost of additions and betterments
to its properties.

Associated Telephone Compeny, Ltd., & corporation
orgenized under and existing by virtue of the laws of the State of
Californie, owns and operates telephone systems in the followiﬁg‘
cities and towns and territory contiguous thereto--Azusa, Ba%dwin
Park, Glondora, Hermosa Beack, Long Beach, Manhattan Beach, Ccean
Pexk, Pucnte, Redondo Beach, Santa Monica,'Signal Hi{ll, Venice,

& Tiest Los Angeles, all being located in the County of'Los Angelecs;
L.




Huntington Beach, Laguna Beach, Los Alamitos, Seal. Beach and Vect~
ninster, all located in the County of Orange; and Sen Bernexrdino,
loceted in the County of Sar Bernardino.

By Decisfon No. 21268 deted Jume 21, 1928 im Application No.
15494 the Railroed Commission authorized the Assoclated Telephone
Compeny, Eome Telephone Compzny of Covina, Euntington Beach Telephone
Company, Legune Beach Telephone Company, Redondo Home Telephone Com~
peny and Santa Monica Bay Telephone Compeny to zell <heir properties
to the Associated Telephone Company, Ltd. It further authorized Asso-
ciated Telephozne Company, Ltd. to sssume the then existing indebdted-
ress of the vendor companies.

FTor the year ending December 31, 1929 the Jssociated Telephone
Compony, Ltd. and its predecessor companies submit in Zxhibit "™B"™ , the

following income account:-

-

Io OPERAT:ENG INCOINE
TelephODC OPETATIDG TEVERUES + = o o o o o o o o o o +$2,297,969.07
Telephone Operating €XPERSES « o v o o o+ o ¢ ooe o o L,162,553.77
Yet telephoxne operating revenue . ¢ « ¢ o o o - o . 1, 135,415.30

Total net operating Tevermies ececese. 1,135,415.30
Uzncollectible operating TEVERUS « « « « « o+ . 22,549.20
Texes acsignable to operation « « = &« « .+ . . 228,230.10
Deductions from net operating revenues . . . . 250,779.30

Opexrating IDCOM® © o o« o « ¢ o o o o , 884,636.00

IT NONOPERATING INCOME :

" Rent revenues 1rom leace of telephone plant 505.60
Miscellaneous rent IeVvVEIUCE . « o o o = + o 3,659 .80
Dividend revenues « « o « « . - . 226,480.02

Interest revenues « « . . . . 14,292.09

17.45
848.01

discellioneons nonoperating revemes . .
Total Nonoperating revemies, ...

Sinking and other reserve fund accretions
Rent GXPERSC o v o o o o & 4 4 o e o e s s 9.10

245, 002.97

Nonoperating T&Xe5 & ¢ o o o o ¢ o o o » 1,238.38

Deductions Irom nonoperating reveaues . . . . . . ; L, 247 448
Nonoperating incone -« « ¢ ¢ o o o o o - . 244,6355.49
Gross INCOME = = ¢ = o o o o o o o o « & $ 1,129,291.49




Brought ' ‘

Gross income- A Forward. %1,129,291.49

III. DEDUCTIONS FROM CROSS INCOME .7
Reat deductions Lor telephore offices . . - « « . « 3,728.69
Rent deductions for conduits, poles, other supports 2,353 oo
Rent deductiorns for instruments end equipment . . . 2,990.77
Viscelleneous rent deductions « « « - o o s s s . . 3,105.37
Interest deductions for fumded dedt . - . . « » - & 198,229.26
Other interest deductions . 34,323.12
Amortization of debt discoun?t and expense . . . . . 6,113.00
Miscellaneous deductions from income . . - » « - & \ 809.69
Total decductions from gross income . . ¥ 20L,863.54
Net income . . T 877,428.15
I7. DISPOSITION OF NET INCOME. ‘ :
Dividend appropricfions of income . . . $ 509,584.26
Totel epyropriations of income $ 509,584.26

Amount tramsferred to credit of corporate surplus '

0L CePiCLt + v o o o e o o o s o 0 e 8 o o o $ 367,843.89

The asseds and liabhilities of the Associated Telephoze Com~
p2ay, Ltd., on Decexber 31, 1929 are reported in applicant's Exhidit

nB* 25 follows:-

LSSZETS

TTXED CAPITAL: S
STODPertY, PLant, CTC « o o o o o . . +59,956,524.56
Construction work in progress . . . 513,414.72.
Total fixed capital . . $10,469,9%9.28
INVESTAZENTS :

Tunded debt of system corporations 13,265.00 :
- Total investments . . 13,265.00
CURRENT ASSETS:

Qasb: - - - - Ld - - L] L 4 .
Speciel deposits . . . . 3,542.00
Employees’ working funds . 7,310.65
Notes recelivadle . . . . . . . L,344.15
Due frox subscribers amd sgents . . . . 161,704.15
Wiscellaneous accounts receivadle . . 36,499.76
Interest and dividends rcceivadle . . 1,516.65
Matericls end supplies « ¢« ¢ & - . . 544,459 .31
Total current aszets :
INTER=COMP:NY TITEMS:
isccounts receivable from system corpo-
TAPIONS & e v 4 e e e . . . ‘ 7,06Ll.15
Notes recelivable from system corporationsll’,000.00
Accounts and notes receivable-Assoclated
Telephone Tvilities Companyesecss. 1,392.14
. Total inter=-compony items . . . . 123,45%.29
DEFERRED DEBIT ITEMS:
Sinking fund assets « « + « « « & . 30,576.86
Prepayments « ¢ o o 2 s . e s e e o . 37,227.80
Tnamortized debt discount and expense 98,207.58
Other SUSPENSG o« o o o o ¢ o o & o o o 3,028.90
Undiztrivuted clearing account dbelances 13,383.44
Totel deferrel dedit itens . . . 182,424.58

89,308.18

- L4
- -
- -

-

Total assets..
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LIABILITIZES

CAPITAL STOCK:
Comon » e - o =& & & = =a s a'®s = o$3,ll7,7l7.64
Prefe'rred e o & 's @ « & o & o e 2_,_4!45_,_;-76&00
, Total capitel stock . - . . £5,562,893.64
med dcbt [ ] - - - - - - » - - L - - - 3,259’300.00
CURRENT LIABRILITIES: T
Notes Payable « o o ¢ = o o o » » « o 150,000.00
Audited vouchers and wages unpeid 590,519.51
Subscrivers’ deposits . . . . . . . 1,669.03
Service billed in advence . . . . 4,435.98
Total current liablilities . . 746,624 .52
ACCRUED LIABILITIES NOT DUE:
Taxes aCCrUEd o« = o o o # o » = o = L76,151.32
Interest acerued on funded debt . . . 68,180.00
Interest accerued on notes paysble . . 675.00
Dividends accrued on preferred stock 26,578.00
Other accrued liebilities not due . . 2,282.12
Total accrued liabilitiecs not due 273,866.44
INTER~-COMPANY ITEMS:
Notes payadle o0 system corporations . 150,000.00
Interest acerued on system corporation
notes L - - - - - - - . - - 1,4:23-00
Accounts and notes payable-Lssociated
Telepnone Utilitlies Companry . - 59,000.00
Interest accrued on notes payeble- '
Associated Telephone Utilities
COMPANY o = « o « o & o « o » » 295.00 :
Totel inter-compony items . . . . . . 210,718.00
DEFEZRRED CREDIT ITRMS: _
Reserve Tor accrued depreciation . 1,174,255.68
Recerve for uncollectidle accounts 12,901.00
ther deferred credi?® ivtems . . . . S1,253.04
Total deferred credit items .. . 1,238,409.72
sumlus - L] - - L - L] ‘. L - » - - - - - > » 3421954.68

TOTAL LIAPILITIES.weeswessso &11,834,767.0C

et e s———

It will be observed that the compeny reports funded dedt of
83.259,300.00. In Exhibit No. 2 the funded debt of the company 1s

reported on March 31, 1930 st 3,24%,600.00 and consists of the fol-
lowing bondsi-

Lssoclated Telephone Compeny 6% bonds due Aug.l,l950 $1,487,200.00
Huntington Beach Telephone Compeny 6% serial donds

due f:'on 1930-1935 » ®» @& @ & & & & & e ® ®o o o 30,000-00
Fome Telephone Company of Covina first and refunding

morteage 6% vonds duve July 1,1943 . . . . . . . . 170,900.00
Home Telephone Compeny of Covina genersl and refunding

mortease 65 bonds due September 1, 1853 . . . . . .  103,000.00
Sernte Monice 3ay Telephone Company first and refunding :

morteage 6% vonds Gue Sept. 1, 1944 . . . . . . . . 1,257,500.00
Redondo Home Telephone Company Lirst mortgage 6% bonds :

due SEP‘\:- l’ 1946 * L4 - - - - L] - » . - » * - - - 195 ooo .oo

Total------....-.-.--.- £5L5434‘666.66
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Iz Exhibit No. 4 applicant as of March 31, 1930 reports notes
payable to benks in the amount of $450;OO0.00; notes payeble to systen
corporations ir the amount of $203,000.00; trade acceptances in the
emownt of $75,833.77; and accounts payable to system corporations of
£100,000.00, making an sgeregete indedtedness of $828,833.77.

It 43 of record that this indebtedness was incurred for con-
struction purposes. In Exhibit "ET <the net amount required for new o
construction by Assoclated Telephone Company, Ltd. for 1930 is re-
ported at $2,493,850.00. A sumsery of the yroposed expenditures

Tollows:

:Cost of New:Removal Cost Salvage on: Net
: Plant in of oléd Plant -Anount
Location: : Plece Plant Removed reouired

Long Beach 1yL,292,540. $l8,310.: l9,1l80. : $1,29L,720. -
Zuzntington Beach and: : : : ‘
Vestminzter : 61,220.: 3,270.2 780. : 63,710
Lagune Beach : 20,230.: 1,240.: 1,180, @ 20,290.
South Coast District:yl,373,990.:  522,820e.: $2L,090. = $L,38795,720.
Sexta Monica,Fest Los : ) C: . ‘
Lageles & Malidbu  :§ 543,120.: $11,000.: £28,770. = § 525,350.
Redondo . « - « -« : 377,980.: S5,%390.: 20,920. = 362,450,
Yest Coast District :y 921,100.: wl6,990.: $49,0690. 2 § 887,800.
San Bernexrdino 25 186,870.: & 3,450.: § 2,650. : & 187,670.
Coving -« « « » « o ¢ 42,090.: 2,100.: 1,530. ¢ 42,660.
Telley District.....:y 228,960.: § 5,0 v 4,180. = ¥ y 09 Ve
P O T 4 Toseueasno:B2,524.050.2  $44 760.: 574 960. : £2 493 850.

It ic the invtention of the Aséociaxe@ Telephone Compeny, Lide.
t0 redeem as 5001 as possidle all of the'outscanding vonds of its pre-
decessor compenies. TUndex the.trust indentures securing the payment
of the bonds, those of Aszociated Telephone Compeny can be redeemed
on August 1, 1930; those of Huntington Beach Telepione Company enc Home
Telephone Company o7 Covina(general and refunding) can be redeemed on

July lst; and those of Sante Monice Eay Home Teleﬁhone Company,Redondo

S=-




Home Telephone Compeny and Home Telephone Compeny of Covine (Lirst

norvgege) can be redeemed on September L, 1930.

’ The redemption of these donds will call for an 6X-
venditure of approximately $3,400,000.00. It 4Ls for the purpose of
providing itsel? with funds %o redeem the donds to which reference mz
been made, 0 pey the indebtedness of £828,833.77, referred %o in IZx-
hibit No. &, and to finence part of its 1930 comstruction expenditures
that the epplicent asks authﬁrify to Lssue $6,000,000.06 face value of
1tz Lirst norigasge dords. |

Applicant has subnitted a copy of itz proposeld mottsage
end/oxr deed of trust which i1t intends to execute 0 secure the payment
of its bonds. Informetion on Lile, however, iudicates that some of the
orovisions of the mortgage may be changed. The order hereln will, there-
fore, authorize applicant to issue and sell at not less than 92 pcrconx-
of thelr face velue and accrued inverest §£6,000,000.00 of bonds subject
t0 the condition that nomne of the bonds may be delivered nor any pr the
proceeds expended wntil the Commission heas authorized epplicant to
execute & mortgage and/or deed of trust to secure the peyment of such bonés.

Thile the order herein will authorize applicant fo
issue £$6,000,00C.00 of 1ts bomds and use part of the proceeds to pay out-
standiﬁg bonds, it should be understood.that the Commission will not con-
sider the unamortized discount and expense appliceble to the bonds now
outstanding, or the premium which the compeny may Doy wpon the redemp-

tion of such bonds, as part of the cost of the money obtained through
the issue of the £6,000,000.00 of bonds.

CRDER

ssoclated Telephone Company, Ltd. haviag asked pormis-
sion to issue £6,000,000.00 of its first mortgage five percent gold bonds,:
Series "A", due March L, 1965, and to execute & mortgage =nd/or deed

S




of trust to secure the payment of zuch donds and such further bozds
as it'may'frcm time to time issue, & public hearing having been held
before Examiner Fankhauser, end the Commission deing of the ¢opinion
%hat the money, property or labor t0 be procured or paid for by the
issue of said £6,000,000.00 of bords ics rcasonably,requ@red by eppli-
cant for the purposes herein stated end that such purposes‘are not,

in whole or in part, reasonably chargeadble to operating expenses or

T0 income, ond that this application should be g?anted &s herein

provided, therefore,

IT IS E=ERZBY ORDERED thet Associated Telephone Company, Ltd.
be, and it heredy 15, authorized o issue and sell, om or before Sep~
tember 1, 1930, at not less than 92 percent of their face velue end
acerued interest, $6,000,000.00 of its first mortgege five percent
zold bonds, Series mimT, due larch 1, 1965, and use the proceeds to
reimburse its treasury because of earnings expendeld for additions amd
betterments end for the purpose of poying thefoukstanding vonds exnd
other indedtedness to whickh reference is nade ;n the preceding opiniozn
and $0 pay, in part, the cost of additioms and detterments set forth
in Exhidit "ET filed in this proceeding; provided that none of seid
bonds may be delivered,nor any of the proceeds rcalized Irom the sale
of sald bonds expended until the Commission has, by supplemental order,
authorized cyplicent to execute a mortgage and/or deed of trust %o
secure the payment of said bonds end such further bdonds as applicent
may from time to time Iissue. '

IT IS HEREEY FTURTZER ORDERZED thet the authority herein
greated will bdecome effective when Associated Telephone Company, Lfd.
kaz paild the Tfee prescr;bed by Section 57 of thgngug%}gogtilities Act,
which fee 13 One Thousand Eight Bundred Seventy-e?f?#($1,878.50%Doll&rs.

Vm




I7 IS ZEREEBY FURTEER ORDERED that Associated Telephone Com=-
vany, Ltde shell keep such record of the issue end sale éf the bonds
herein authorized and of the disposition of the proceeds as will
enable it to file on or before the 25th day of each mon'ch; & wverified
report, as reguired by the Rallroad Commission’s General Oxder No. 24,‘

waich oxder, insofar as eppliceble, 1is mede & part of thi}' order.

DITED at Sen Francisco, Celifornia, tis _ /F% day of
ApTil, 1920e

Commizsioners.
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