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In the Matter of the Application of
TITON HOME TELEPEONE & TELEGRARI CORPORLTION,

. TONG BEACE EOME TEIEPEONE & LEIEGRARE COLIPANY,
SAY DERNARDINO EOME RIIEPEQNS & TELEGRAZE
COMRLNY, and ASSOCIATED TELEPEONE COM2ANY, Lor

verpigsion to issue stocks and bonds of ASSO-

BIAMID TeLERHEONE COMBANY for stocks axd donds

of UNION HOLE TRLEREONE & LSLEGRAXE COR20RATION,

end otker purposes; to pledge end mortgege seid
stook end vonds of UNION Z0uE CTELERE0XZ & TZiE-

GRADE CORPORATION, and all other rroperiy of

ASSICIATED TELEDFONE COMRANY, es security for
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lecse nroperty of UNION ZOuE TZLEDEONE & IEIE-
CRLPE CORPORATION, LOFG EBEACE Z0LE TRLEPEONE &
MITEGRAPE COMDANY, and SiXK 23RN DINO ZOYE TWIZ-
DHE(NE & CBELIGRARE COLRaNY, to ASSOCILTED TEIEPRIONE
COMPANY: to assign tke telephone frenchises of
TONG BEACE HOIL: TSIZPEONE & DUIEGRARI COMZANY,
SAN DERKARDING EOLE WELEPEONE & QELEGEAEE COLRLNY
smd UNION ZOND TRIZDEOE L IAERMT C0RZ03ATINN,
to ASSDOCIATED IELEPEONE CRI.LNY, for The i1esses;
and to establish rates, rules, regulations axd
vrectices Lor ASSOCIATHD TEIZZHONE CCNRANY.
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7, W, Sutler, for epolicents.
?1int % ¥ackay, by EZ. 3. Cornmell, Zor Telloge Switchboard
and Suprly CompaXye

DRTNDIGE, Commisslioner.
0OR2RIXIQOE

mais svpplicetion involves the relinancing of the »nropxx=—

ties now onerated by UNION EHOid MMIEPEOTE & TRISGRLT JO220WITION
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2nd the leasing of these vroperiies To ASSOSIATED MRIEDECKE COMRANY,

o new cornoration.
Mhe testimony shows that tke Uzion Zome Telephone & ZDel-
opranh Corporetion owns ali © e ousctanding ctock end bonds of

+he San Derpardins Fome Telepnone & Telegrsph Compsay, end all of

the outstvanding steoe




0f Long Beach Zome Tclepzone & Telegravh Companye

-

Union Zome Telepnone & Telegrapn Company reports
] " 8 y ’
©1,382,000.,00 02 5% bords end $1,%® ,530.00 of stock outstanding

on Decemder %1, 1920. Origizmclly the compeny issued $5,500,000.
of stocke. Some years ago, the testimorny chows, Tthat the Beozrd
f Directors levied an usseseuent of $2.00 & share upon the stock-
nolders and that 1l of the outsitardine stock, excent ¥1,872,550.
wes surrerdered by the cwners thereof ravther than nay the assess—
menv.
Gecrge 2. 21lis, president of the Union Home Telephore
% Telegrayn Corporation, testified that The present capitalization
of the nproperties makes It impocsidle fLor tThe comdany To ralze new
ueneys either vkrough The cule of boads or Stocke In Decision
Fumber 7438, Gated April 19,1920, ia applicatior Number 4817, in
wvhich decision the Commicsion Lixzed sprlicent's retes, the Commis-
sion,after calling atterntion to the commmny's cavitalization, saye:
"ippaerently orly two meers exist to remedy tals
situvation. Either the coupany should speedily
effect o f£inancial reorgarization, Or scsgessaents
should ¢ levied =gainst the outstaxdirg stock iz
sufficient amount to »rovide the compeny with the
necessary operating copitel, including the capital
needed for extensions axd improvemenvtas"”
The president of tre Unior Zome Delephone & Telegrapz Corporetion

is of trzec opinioxr thet Lunds sufllicient to meet the needs of the

coupany cannot be raised tarough scsessments. It has, thereforejéwégél

veen concluded to re-Zinance tne properiies througn the nrbrgani-QMLZZ;q
zetion of the Aceociated Televhone Company. Cader the plan of re-
finaneing, the associsted Delemkene Company will iIssue $500. face

volue 6% bonds due August 1, 1950, and $£300. of its common stock,'

in exchange for esech $1,000. bond of Unioz Zome Telephone & Tele-

grarh Corporation, and 375.00 iz cash,or its equivalent. Tor

eack $100+00 of Union Zome Telephone & Telegraph Corporption.stock-out-
standing, the Associsted Telephone Compeany will iscume $2.00 ver

value of its stocke Iz eddition, the Associasted Qeleﬁhone Company -
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will issue snproximately 359,275.00 of stock to pay pff netured
interest coupons snd other cluims. There are §1,382,000.00 of
Yonds and $1,872,550.00 oFf stock of Trion Zome Telephone & Tele-
graph Coryoration outsiending. Tolders of $1,204,000.00 of bonds
and the owners of #1,867,300.00 of stock cave assented to Tthe dlexn
of re=financing. £ oll assent, tae Associated Teleynone Coumpany
will iscue for re~finencing yurposes, $829,200.00 of bonds ard

1$511,226.00 o2 stock, or a total of ©$1,340,526.00 of vonds and

stock, os compered witk o total o2 $3,254,550.00 now outstending.

The reduction in capitelizetion of the nroperties amounts to
$1,814,024.00. The outstending bomds will be reduced $552,800.00
2nd the outstanding stoek §1,361,224.00.

The $75.00 ver $1,000.00 boxnde which the bondnolders are re-
quired to »ay to the coupany In order to verticipate in the vlan of
re-financing mey be paid either in cash or through the cancella-
tion of interest compons. If the latter method ic pursued, the
interest coupon sttachned to the Union Zowme Telephone & ITelegrapk
Sorporation bonds snd due August 1, 1920, end the two coupors,=—one
due Pebruary 1, 1921 and the otaex August 1, 1921--attached to
Associated Televhone Compaxy bonds, will be cancelled. The velue
of the three coupoys egrregates $61.00s  Tae differemce betweer
the $75.00 %0 be paid by the holder of each $1,000.00 bond and the
£61.00, will be mdjusted through dividend paymenfa.

Associated Teleproxe Compeny in its lesse wita Union
Zome Telephone & Telegraph Corporation, agreés t0 pay all interest
on Unfon Zome Teleyhone Telegraph Cervoration bonds not exchanged
after August 1, 19%21. It 1s the intexntion oI The company to lzeep
open the re~financing plan so thst those who have not yet signed
the plap mey do 80 and participate in the re-financing of the pro-
perties upon the same bésis as those wio kave glready sigred thae
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Asgociated Telephone Company proposcd to issue ¥25,000. of
bonde %o retire $23,000. of bonds o¥ tne Long Besmch Telephone &
Telezraph Compuny.

Aoplicents in Exaidbit "8" report expenditures on capital

sceount of ¢ol,649.§0 Lyom 5annary i %0 Kovemker 1, 1&&&, an& A8
timate that dAuring 1921, $loL,911%.30 should be exypexnded Lor Iuxr-
ther additions énd Datterments. T0 pay in part for the expendi-
tures during 1921, syplicant ssis permission to issue at not lese
than $80. per share, %100,000. of its common stocke

Associated Teleyhone Company will continme in effect <he
rates, rules erd regulations of Unior Home Telephone & Telegrapa
Corvoration. _

“ae leasgse between Unior Zowme Telephone & Telegraph Corpora~
tion provides, smong other things, thet Associated Teleghore Com-
veny will spend such sums e& nay be necessary Irom Time 1o time for
me intexnance, operation ant new crnstruction in conmection with the
nroperty leased and during toe period of the lease to pay cll taxes,

scesesments nd license Lees which mey become & oroper charge sgalinst
toe lessor, o0 pay interest becoming due efter August 1, 1921 on
such bonds of the lessor as ure not exchanged Ior glock and bonds
cf the Lssocigted Qelevhone Compeny, to assume end sgree to pay tne
indedbtedness oL the lessor to Xellogg Switcnboard and Supvly Company
of Chicugo, the notes of leccor due lacific Telernnone & lelegrard
Company and.also other currernt end floating indedbtedness oL the les~
coxr, excent pazt due Iinterest couprons of lessor and ouvgtarnding ov-
ligavione of lessor given Threrelor.

It anveares fronm the stimeny thet wnon two Lormer occa=-
siong the bondholders of Union X Jeleghone & Telegravn Corvora=
tion were asied o forego vre collection of irnterest coupons Num-
verg 10, 11, 12 and 13; 2lso umbers 19, 20, 2L and 22. This wns

done for The Hurpose oI enabling viae coupany TC use earrings waich

vwould ordinarily be aoplied to0 the vayuent of interest to pay for

zlditions snd betterments,
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a Zew oL the bondholders heve to dete rnot
vhe coupons mentioned.
“he compeny aac relused VO nay auny coupon nuuvered subdbsequent
toe nolder of the dord waived neyment of the counons
re mentioned. Qze comveny incists thet it must treat
bondnolders elike opd <tzat 1t caxno tae counons of soeme
vo waive zogment. Fliate rights the bondholdlers
ter, ag nas been vointed out bvefore, 2or the
courte,rether than for thils Commiselion, to determire. Tar Com-
mirsion is 1n accord wilth the pollicy of treating all bondholders
slize ond will not volerste axny diserimiretion, and thexcfore, wkile
authority is herein grenved to issue some stock to refund unnaid
coupons, suca cuthorifty igpernligsive and not compulséry. The Com-

zission cennot recuire eny oume Vo sccept stoek in payment for Ine-

Terest couprons. IZ ony nolder of an umpsid coupon £inds nimself

in & positior similax To thet of the Loldere of coupoms Wwho nzve
recelved casgh payment, tvhe company shouwld »ay him in cesh also, if
guecn nayment 43 desirec.
the Union
& Qolesremna et : i Delewrnone
be mocified it 2ll odligetions of the Tnioxn
Zoue fclermore & Telegreph poretion should dbe assumed Ty the
associated ZTelenhone Company, or else o greater considerstion given
for the use of tze prorxerties of the Union Zome felepoone & Tele-
greph Corporetion in order thet it mey discherge its recognized
snd velid obligetions.
There has been f£iled im this proceeding = cony of tae
roposed mortgege of tke Aasociatéd ~elenaone Compeny. Subse=~-
uexnt To tre nearing, vhe wmortzage was modified in a minor narti-
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cular. AS modified, the mortzege is satislactory to tze Commis=—

2
3
3
*

I nerewith submit the following form of ordex -

°© 22
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-
o

Applicotion having been mede to the Commission for
permission to lease telepaorne proverties, to execute g nortgage
erd iesue stoeks end bonds, a public hearing heving beez keld,
erd “he Coumiszion being of the ovinion tuut tze money, property
or 1abor to be acquired trrough the issue of the stock and bonds
nerein cuthorized, is resmsonsbly required by the associated Del-

epzone Compeny, and thot the exgenditures nerein suthorized are

n0% epdonshly cnergeshle to 0perating expenses or 10 1NCOIE,
IT IS PEREBY ORDERED that Son Berrardinc Home DJelepbone

& Malecrapn Compeny, ILong Zeoch Zome Telepzone & Telegraopn Comnany
and Union Fome Telephone & Telegraph Corporstion, be, end 'bhey
are, suthorized Yo leese itielr propertles to tke Associated Tele-
nhore Compeny under = lease crrangement substentislly in Tke
ceme form oS the leeses f£iled in this proceeding, vrovided tiaat
the lemsse besween Tnlon Tome Teleydore & Delegrapk Corroration
end Associnted Telenhone Company ve wodified so as ©o require tone

gsociated Delerhone Company to assume all velid obiigations of

Union Home Tclephone % Telegrapvh Corporetion, or the rentel spec-

g

ified in the lease, modified SQV%EHEQ nermit Union Zome Delephone
Telegraph Corporstiorn tc meet itS/bbligatio:s.

10 IS TEIRIZY FURNERR ORDERED thet Associeted Telepaone
Company ve, snd it is hexedy, authoéized to execute a wmortgage
substentislly in itne seme form eg tue mortgege filed Im this pro~
ceedinge.

17 IS ZERE3Y PURNESR ORDERED thet associated Telepbone
Compaﬁy be, end it is hereby, euwthorized to issue $611,326.00 of
its cowmon stock snd $829,200.00 of its 6% bondase
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The authority nerein granted 1s sudject to the following
corditions;~
l.--~ Al]1 the bonds nerein authorized to be issued, and
$511,326.00 0f stock rerein authorized to be issued, shall be
used for the purpose of refurding vke outstending dornds and stock

and certain outstanding interest coupone of the Union Eome Tele-

phone & Delegrepn Corporetion, . referred to in tkis spplice-

tione.

2.-~=$100,000.00 o the stock herein suthorized to be issumed
shall be $01& by gpplicant for not less then $80. per Shaxe, and
tLe proceeds used to paj Tor the ndditions cnd betterments de-
serided in spplicent’s Exribit To. 1C.

3.=== Tne approvel nerein given of sald mortgage ls Zor the
rurpose Of this proceeding only and an aprprovel in so far as this
Commission kos Jurisdiction under the terms of the XPublic Utili-
ties Let snd is not intended oo an approval of seid wmortgege as to
such other legal reouirements to walch sald mortzoge may be sub-
jeet.

| fo=== Dpe auxhority aerein grented t0 issue bonds erna stock

gshall not be intervreted =s & L£inding of - .» value of the DIOper—
ties herein suthorized to be leased for-any: purpose other'tnan the
iggue of the svock and bonds nerein vermitted.

S.=-~=The guthority nerein granted will not become effective
untll Acsocisted Televnone Commany acs paid the fee prescrided
in the Zublic Utilities Act.

be===Sgcociated Telephone Company chall keep smch.record of
vhe lssue and sale of the stock =nd bords nereir euthorized and
of the use of the proceeds as will enadble I¥ To Lile on or before
The Z25th day of each month 2 verified report, 23 regquircd by the
Railrosd Commission's General Order Xo. 24, which order, in so
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far os anplicable, is wmde n part of this order.
7.=-==Tne suvaorily aerein granted will envly only to such donds

and stock we may be issued or sold on or bvefore Jctober 1, 192i.

Twe foregoirg Orinior axd Order sre hereby spproved and
ordered filed eos the Opinion suld Order of the Reilroad Commission

e of Celifornia.

/.{
j%LaAEEZed at Sen Fruncisso, Celifornie, thais nj day

0% ety 1921e

/At ooy

Commissioners.




