IEFORT THE RAILROAD COMMISSION OF THE STAIE OF CALIFCRNIA

Iz the Yatter of trhe Applicatlon of )

SSOCIATED TILEPHONE COMPANY, LTD., )
e corporation, for authority to issue )
and sell 106,312 shares of its cumu- % Applicetion No. 20433

lative preferred stock, $l.25 serles.
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OPINION

This is en application for en order authorizing Aszoclated
felephone Company, Ltd. to issue and sell 106,312 shares of 1ts cumu-.
lative preferred stock, $1.25 series, without nominal or par value,
at not less than $23.75 a share, for the purpose of peylumg in part
indebtedness to be incurred in redeeming 106,312 shares of preferred
stock now outstanding besring cumuletive dividends et the rate of
$1.50 a year.

Associated Telephone Company, Itd. is a corporation organ-~
jzed under the laws of the State of Celifornia on or about March 18,
1929 end is engeged in the business of owning aend operating telephone
systems in the Counvies of Ios Angeles, Orange and San Berumardlno.

Tn eddition it owns =ll of the osutstanding stock of Fowler Independent
Telephone Compeny, Lindsay Home Telephone and Telegraph Company &md
Reedley Telephone Compeny, public utility companies operating tele-
phone systems in Fresno aid Tulare Countles.

when orgerized, Assoclated Telephone Compeny, Ltd. had an
authorized capital stock of 600,000 shares, without nominal or par
value, Givided into 300,000 shares of common stock and 300,000 shares
o2 preferred stock, the latter bearing cumulative dividends at the

rate of 51.50 a yeer end belng redecmedle at the option of the com=
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pany at any time upon thirty days' notice at $26.25 a shere. Of the
epltel stock the company has heTetofore been authorized by the Com-
mission to issue snd sell, a% not less than $23. = charc, 136,485
shaares of common stock and 106,312 sheres of preferred stock %o
#inance the cost of ecquiring properties. (Decision No. 21268, dated
June 21, 1929, and Decision No. 23601, dated April 13, 1931). It
appears that approximetely 90% of the outstanding common stock is
owned by General Teleplone Corporation, a New York corporation.
The application shows that the companylproposes to call all

of its outstanding preferred stock- 106,312 shgres— for redemption
or April 30, 1936 at the redemption price of $26.25 a share. Such
redemption requires a total cash payment of $2,790,690. plus accrued
dividends. To provide itself with a portion of he funds neces-
saTy to effect the redemdption it has made arrangements to borrow
$2,524,910. from Gerersl Telephone Corporatiom, which amount it is
alleged, together with funds now on haand, will be sufficient to
enable tae company to carry out the transaection. The moneys bor-

zowed will be evidenced by en umsecured Dromissory Lohg P&y&blﬁ on -

or hefore sixty days alfteXr date of lasue with interest at the rate of
8% per aanum,

In oxder vo rinence permanently the cost of redeeming its
$1.50 preferred stock, applicant has created and proposes to ilssue,
a new series of preferred stock designated cumulative preferred stock,
wle25 series. It appears that recently applicant has amended its
Articles of Incorporetion so as to provide for a total capital atock
of 706,32 shares, without nominal or per value, divided into 106,312
shares of preferred stock, whick now are outstanding, 300,000 shareg
of cumulative preferred stock and %00,000 shares of common stock.
The shares of cumulative preferred stock shall be issued in two
series to be designeted, respectively, the $1.25 series and Series B,
each geries consisting of 150,000 shares.
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The holders of shares of cumulative pfererred stock, $1.25 series,

shall b2 entitled to (1) cumulative dividends at the rate of $1.25

a share a year;'(z) $0 the payment of $26.50 a share and all wapaid
accrued dividends in the event the company redecems the stock and to
voting rights on the basis of ore vote a share with the right to vote
cumulatively in clecting directors. The holders of the shares of
cumulative preferred stock, Serles B, shall be entitled to such divi-
dends, not to exceed $1.50 & share & year, such redemption price, not
0 excced $26.50 a share, together with sll unpaid accrued dividends
t0 the date of redemption, and suckh voting rights, not to exceed one
vote for each share with the right to vote cumulatively in electing
directors, as the company's Boaxrd of Dirccvors may hereafter determine.
In the event of liquidation, dissolution or winding up of the corpora-
tion, whether voluntery or involuntary, the holders of the cumulative
preferred stock, both series, shall be entitled to $25. a share and
all unrald cumulative dividends accrﬁed.

The amended articles further provide that no shares of cumu-
lative preforred stock shall be issued unless and until (1) full and
couplete notice sinell have been given for the redemption of all the
outstanding shares of preferred stock; (2) the redemption date specified
in suech motice shall have pessed; and (3) the funde necessary to
¢ffect the redemption of such stock shall have been irrevocably set
apart by the corpoxation for payment to the owners of ssid stock.

As Indicated above, the company plans et this time to sell
on or after May 1, 1936, 106,312 shares of its new cumulative preferred
stock, $1.25 series, et not less than §23.75 a share, which will yield
it $2,524,510., to obtain funds to pay the amount to be advenced by
General Telephonec Corporstion. As a result of the proposed fipancing
applicant estimates it will save approximately $26,000. a year in
annuel dividend payz=ents on preferred stock. However, the present
preferred stock now is carried on applicant’s books at $23. a share,
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meking the total credit balence In its capital stock account, for such
preferred stock, the sum of $2,445,176. If applicant, as here pro-
posed, pays $2,790,69Q. in rodeeming its pfererred stock, the excess
over the amount now carried on the balance sheet should, in our opin-
ion, be charged to the company's unappropriated surplus account. In-
cidentally, it eppears that a3z of February 29, 1936 applicant's unape

propriated surplus was reported at $692,614.09.
QRDER

Assocliated Telephone Company, Ltd. having applied to the
Rallroad Commission for permission to issue and sell 106,312 shares
of its cumulative preferred stock, $1.25 serles, and the Commission
being of the opinion thet this is not a matter in which a pﬁblic hear-
ing is necessary, that the epplication should bYe granted, as herein
provided, and thet the money, property or labor to be procured or
pald for through the issue of such shares, is reasonably required for
the purpose specified herein, and that the expenditures for such
purpose are not, in whoie or in parv, reasonabl& chargeable to oper-
ating expenses or to income, therefore,

IT IS E=ZREBY ORDZRED that Assocliated Telephone Company, Ltd.
be, and it heredy is, euthorized to issue and sell, after the effec-
tive date hereof and on or defore June 30, 1936, not exceeding 106,312
shares of its cumulative preferred stock, $1.25 serles, at not less
than $23.75 a shere, £Or the purpose of paying amounts borrowed from
General. Telephozne Corporation to redecem present outstanding preferred
stock.

IT IS EERZ=RY FURTHER ORDERED that Associeted Telephone Com=~
rany, Ltd. shall 2ile within thirty(30) days after the issue of the
stock herein authorized, & report of suck issue and of %ﬁe disposi-
tion of the proceeds, as rogquired by the Commission's General Order

No. 24, which oxder, lnsofer a5 applicable, is mede a part of this

order.




IT IS HEREBY FURTEER CRDERED that the authority herein

granted will become effective when appllicant has riled with tho Com=

mission « complete copy of its rogistration statement filed with the
Securities and Exchange Commissiols

DATED at San Francisco, Callifornia, this é;z day of

April, 1936.

Commissioners.




