Decision No. G027 "\ 1
PEFORE THE RATIROAD COMMISSION OF THE STATE OF CALITORNIA

In the Matter of the Application of )
ASSOCIATED ' TELEPHONZ COMPANY, LTDe, )
for an order authorizing it to issue ))

u:oplication No. ~J.'72'76
certe.in securities.

Ce Fo Mazon and Ernest Irwin, for applicant.

BY TEE COMMISSION:

OPINIOXN

In this proceeding Associated Telephone Company, Ltd.
asks permission'to issue $2, OOO OO0.00 of its rirst mortgage tive
percent gold dbonds, Series AT, due March 1, 1965 65 000 shares of
1ts preferred stock and 9',84’7 shares of 1ts common stock, all for
the purposes hereinafter stated. ’

The company owns and operates telephone systems in the
following cities and towns and territory contiguous thereto Azusa,
Baldwin Park, Covinaz, G..endo::e., Eemosa Beach, Lone; Beach- lalidu,
Man:o.atta.n Beach, Ocean Park, Puente, Redondo Beach. Santa Monica, Sig-
nal E11l, Venice and Test Los Angeles, a.ll being located in the County
of Los Angeles; Huntington Beach, Legume Beach, Sesl Beach and Test-
minster, all located in the County of Orenge; and San Bornerdino, lo-
cated in the County of San Eerrerdino.

©: Applicent has an asuthorized stock issue ot 600,000
shares divided. into 300, OOO shares of common and 300 ,000 shares of
prererrea. A.ll the uhares of stock o the company have no par value.




As of March 1, 1931 spplicent had outstending 126,658vshares ol common
end 106,312 shares of preferred. The holders of the preferred stock
are entitled %o cumuletive dividendé payaple at the rate of, dul never
in excess of, £1.50 per shere per gnnnm.berére any dividends are paid
on common stock. Iz cese of ligquidation they are entitled to prior
distridution of assets up to $25.00 per share plus accfued and unpaid
dividends. The preferred stock 1s calleble at $26.25 pex share 2t
the.option of the companye ; |

Applicent has outstanding $6,000,000.00 of first morigage
£ive percent gold bonds, Series "i%, dated March 1, 1930 end due
Yarch 1, 1965. In addition to ihis bonded imdedteduess 1t reports
in Exhibdbit No. 2 6ﬁtstanding as of April 1, 1931 notes peyable ©o
banks in the amount of 3250,000.00;'trade acceptances payedle to
Grayber Electric ¢o.,In¢., in thé amount of $77,769.07; notes pay-
" able to system corporééions in the amount of'$1535000.00; accounts
peyeble to system corporatioms in the amoun’ 6r'$171;q44,5§; and
eudited vouchers and wages unpaid( approzimatelyj'$150,000;00. The
several amounts aggregate $782,5i5.62. o

Tn Exhidit "B* epplicant ré@ox&s net plant additions since
the expenditure of the proceeds realized from the sale of the $6,000,000
of bonds which are pow outstanding, in smounts as follows:

Net additions in December, 1930, mot covered..
by proceeds of.sale OF HORAS.cvcevecscceeaeiI?2,679.15

Net additions o plant in Janwary, 193l.ecec..... 10,843.17
Construction work in progress Jemuary 3L, 1931 650,722.18

Tot&l.........-..‘...O...-....$1_LOM_A!_;2M‘5°

In Exhidit "C" applicent reports 1ts 1931 coﬁstruction ex~
penditures at $2,986,522.00 which, if added to the $1,os4,z44.so;
mekes a tosal of $4,620,766.SO. To awid duplication there should
be deducted from this the total actunl expenditures in Jamuery, 1931,
which are reported im Exhibit No. 3 at $126,371.13. The total

actual or estimated ezpenditures oz the/company; againét wvhich the




-

Commission has not authorized the issue of any stocks or bon##
amownts to £3,804,395.37.  The testimony shows that the major
pert of the compeny's 1931 cOﬁstrucﬁion expenditures will be in-
curred %o CeXTy out 1ts progrem 02 development undertaken In 1929.

To finance the aforexentioned ezpen@ixures in part the
company asks permission to issuwe and sell at not léss than 95 per
cent of their face value and accrued interest, £2,000,000.00 of
its first mortenge rive‘percent gold bonds, Series wae due Mareh 1,
1965 ; end et not less tien $23.00 per shere, 65,000 shares of its
preferred stocke | |

If these securities were sold at the minimm prices sug-
gested, applicant would reslize £3,395,000.00. It is delieved that
the amount which it will reelize from the sole or;securities, to=-
gether with 1its depreciation reserve moneys, waick £t will have avaeil-
able for investment in properties, will de sufficlent to finance
its 1930 and 1931 construction expenditures.

It 15 the intention of the company to sell Lforthwith the
$2,QO0,006.00 o bonds and use the proceeds to pay the indebtedness
set forth in Exhibit No. 2, and which has been 1ncurred.in connec-
tion with the aforementioned construction expenditures, ané use the

belance to pay in part the remainder of iis expenditures. (Exhidit
"B® and Exhibit "CW.) ’ |

- - - - o

It 1s o record thet spplicamt will underteke to sell the
65,000 shares of preforred stock through its own organization. The
plans unde; which this stock will be disposed of have not been &efi-
nitely decided upor. Some of 1t may de sold on the installment

payment desis, witk the result that pert of the proceeds will mot

be collected until the latter part of this year or until 1932.




Te believe thet the compeny should be permitted to issue
ené sell 1ts bonds at not less than 97 percent of their face value
plus accrued interes?t, and 1ts preferxed stock for 'n.ot less then
£24.00 per share. ¢ the proceeds realized from the sale of
éaid stock an amount oF mot exceeding seventy-Live cents per share

may be expended to pay the expenses incident to the sale of the
stocke

By Decision No. 21268, dated Jume 21, 1929, in Application

No. 15494, the Commission authorized ‘applicent to issue certain
securities to acquire the outstending cepitel stock, property and
assets of the Lssociated Telephone Compeny, Home Telephone Company
of Covima, Buntington Beack Teleptone Compaxny, I.a.guxw. Beack Tele-
shone Company, Redondo Zome Telephone Compeny and Semte Moniéa Boy
Telepbone Compeny. Tn emthorizing the issue of the securities,

tn thet decision the Commissior comsidered the cost of the proper-
ties of the seversl cdmpanies-ds of December 31, l928. The pro~
perties, however, were not actually trexsterTed until Septembder 1,
1929. Between December 31, 1528 and September 1, 1929; the surplus
earnings of the aforementioned compenies aggregated $226,480.02.
These net surplus earnings were acquired by applicani: es of Sep-
tember 1, 1929, and set up on its balemce sheet as "Caplitel surpluse™
The $226,480.02 hes been imvested in the properties of applicente
Tt now asks that it be permitted %o issue 9,847 shares of its cormon
stock to Treimburse 1ts treesury on account of such expenditures.

It proposes to issue suck stock on & dasis of $23.00 per chare, which
is the same basis om whaich its common stock now outstending wes is-
sued. Thile we are willing to grent this request, we dé so because
we view 1t as capitaelizing properties acquired wnder the autbority |

grented by Decision No. 21268. In subsequent proceedings we may
find that tﬁe compe.n.y's common stock shounld be issued on a different

-




e

‘basis.
ORDER

Azsociated Telephone Comp'any, Ltle having asked permission
to issue stocks and bonds, as indicated in the foregoing opinion,
& pubdblic hearing having been held defore Examiner Fankhauser and the
Commission being of the opinion that the money, prdperty o labor
to be procured or paid for dy the issue of the stocks and "z:::onds
herein authorized is reasonadly required by applicemt for the purposes
herein stated, and that such purposes are not in whole or in part
reasonably chargeadble to operating eipense or to income, and that
this application should be granted as herein provided, therefore,

IT IS EEREBY ORDERZD as follows:
1. AsSociafed-Teiephone Compexy, Ltd. may issue and sell on
" or before August 1, 1931 &t not less them 97 percent of
their face value and accrued interest, $2,000,000.00 of
1%s rirst mortgege five percent gold bonds, Series "AT,
aue Merch 1, 1965, end shell use the proceeds, other then
the accrued interest, to pey the indebtedness referred.
to 1in Exhibit No. 2, and to pay in pext the comstruction
expenditures set forth In Exhibit *B* and in Exhivit "Cw,
L1led in this proceeding. The acémed. mte:ies‘c ma.y |
be used for genersl corporate purposes.
2. JAssociated Telephone Compeny, Ltd. may issue and sell on or
" before December 31, 1951 at mot Lless then $24.00 per
shere, 65,000 sheres of its preferred capital stock, end
mey use of the procecds ax amomnt of not exceeding seven-
ty-five cents ner share to pey the expenses incident to
tte sale of said stock. The remainier or‘ the proceeds
and such portion. of the said sevent‘y‘-;rive cents not needed -'

for the paymenmt of said expenses, shall be used to pey

S-




iz part the conmstruction expenditures referred to in
_ Exhidit "B™ and in Exhidit "C™ filed in thig proceeding.
3. Associated Tqiéihono Compeny, Lx&.“may‘issuc, on or hefore

.zmgusfl, 193, at not less thexn $23.00 per shere, 9,847
shares of its common cepitel stock to reimburse 1ts
treasury beceuse of £226,480.02 expendeld for the acqui-
sitfion of the properties, and distribdute seid stock to
- the holders of its common stocke .
%. The authority herein granted to issue stock will become effec-
' tive upon the date hereof, and the authority to issue bonds,
upon *the payment of the Lee prescrided by Section 57 of the
Public Utilities Act, which fee 1is One Thousand Five Hun-
dred (.;;,3. S00.00) Dollars.
5. Associated Te-lephone COmpany, Ltde shell keep suck record of
" the issue and sele of the stocks end bonds herein auth-
orized and of the disposition of the proceeds as will
enadle it %o file on or before the 25th day of each momtk
a verifdied report, as required Dy the Railroad Commission's
Generel Order No. 24, which order insofer as epplicedle,
1t mede a part of this ordex.
DATED at San Francisco, Califorrie, this [ day of
.&pr:.l 193%.
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