
LBM 
Decision No. ~:j"J~~ 

BEFORE THE RAILROAD COM:vrr:SSION OF TEE STATE OF CALIFOENIA 

In the W~tter or the App11cation or ) 
ASSOCIATED TELEPHONE COMPANY,I.TD., ) 

tor an order authorizing it to issue ) 
certain securities. ) 

App11cation No. 20015 

BY THE COMMISSION: --
FOURTH SUPPLEMENTAl. ORDER 

The Railroad Commission by Decision No. 28055, dated June 24, 

1935, authorized Associated Telephone Company, Ltd. to issue and sell 

$8,500,000. or Series B, tirst mortgage 4% bonds due July 1, 1965,and 

to use the proceeds to pay and redeem a like ~ount of Ser1es A, first 

mortgage 5% gold bonds, due Mareh 1, 1965. Thereafter, by Decision 

~·o. 28098, dated J'uly 8, 1935, it authorized the compeny to amortize 

over the lite of the new S~ries B bonds certain sums representing 

unamortized discount and expense previously incurred in conneotion 

wi th the Series A bonds and then.: standing on its books. 

Condition 2 ot the order in Decision No. 28055, as amende4, 

required the company to tile with the Commission a statement showing 

in detail the expenses incurred by it because ot the issue and sale 

ot the new bonds. SUch a statE)ment ,ms tiled on September 1, 1936 

shOwing total expenses ot $752,231.10, as fo11ows:-

Legal and professional serviees .. .. .. .. .. .. .. .. .. 
Auditors • serviees .. • .. .. .. .. .. .. • .. .. .. .. .. .. 
Trustees services .. .. • .. .. .. .. .. • • .. .. .. .. • .. 
Filing tee-Securities & Exchange Commission ..... 
Doeumentary stamps .. .. .. .. .. .. .. • • .. .. .. .. .. .. 
Printing and ens=aving .. .. .. .. .. • .. .. .. .. .. .. • 
Telephone calls,telegrams,postage,traveling ...... 
Certitieation as legal investment tor Savings Banks 

in California. .. .. .. .. .. .. .. • .. 
Discount on sale-tirst mortgage 4%,Series B • .. .. 
Interest,month ot August,1955,tirst mortgage 4%, 

Series B .. .. • .. • .. .. .. .. .. • .. 
Premium. on first ::ortgage 5% gold bonds, 

Seri es A .. .. .. .. $340,000. 
Profit on first ~ortgage 5% gold bOnds, 

$ 19,450.64 
7,113.59 

15,397.71 
841.50 

8,500.00 
6,742.41 

869.42 

850.00 
340,000.00 

28,333.33 

Series A, held .. ~ 
trea~ at date or redemption 15,952.50 

Trustees' tees tor eremation or temporary first 
mortgage 4% bo~~s,Scr1es B-estimated 

Tota1~ ............ .. 

;3!4, 047 .50 

85.00 



" 

The statement tiled by t~e company shows an item ot $28,333.33 

representing interest tor August, 1935 on the Series B bonds. The Com­

mission does not believe that this item should be treated as expense 

incurred in connection with the issue ot the new bonds to be amortized 

in the tuture. In the opinion ot the Commission, interest charges on 

bonds outstanding, including duplicate interest charges incurred during 

r0tinencing progra'QlS, should be charged to ineome account during the 

ye~ in which th~ are incurred. However, since the submission ot the 

statement the company has advised the Commission that it will charge 

thl9 $28,333.33 item to its surplus account. 

The statement :f'u.rther shows the inclUSion by the company, as 

an expense item incurred in eo~ection with the issue and sale or the 

new Series :s b,onds, o't the sum ot $340 ,000. representing premiums paid in 

redeeming th(~ old Series A bonds, which amount, however, 1s reduced by 

e l=,rot1t ot $15,952.S0 realized on Series A bond.s aoquired by the com­

pany prior to the redemption date and held 1n its treasury, resulting in 

net premium ot $324»047.50. 

It has not been the Commission's po11cy to consider the premiums 

Paid in retiring one issue or bonds as a tactor in determining the cost 

ot money represented bY' a succeeding 1ssu,e. While in genera]. it ap­

pears the t Stlch premiums should be char gEld to surplus at the time they 

are ~de, the Commission on occasions, good cause being shown, has per­

mitted some companies, tor ~ecounting purposes and convenience, to treat 

such items on their books as deterred debits and to amortize them over 

a period ot years. 

In this case, Associated Telephone Company, Ltd. as ot Octo­

ber 31, 1936 reports ~~propriated surplus ot $424,048.76. Rather than 

charge the ll'!t premium ot $324,047.50 to surplus forthwith it asks in 8. 

StlPl':Lemental peti t10n tiled in this proceeding on November 27, 1936 tor 
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permission to charge tbe to'cal premiums of $340,000. to "Discou:a.t on 

funded debt" and to credit the $15,952.50 to the same account and there­

atter to amortize tne balance over the lite ot the Serias B bonds, that 

is, on or betore July 1, 1965. 

It appears that tho company in the statement 1ncludes oerta1ll esti-

mated expenditures amounting to $85.00. The Commission will not re-

quire it to continue to rile additional reports as and when the addi­

tional expend1 tures are incurred, but will accept the statement 8.S meet­

ing the requirement of Condition 2 of the order in Decision No. 28055, 

as amended. In so d.o1ng, we are not appro'V'ing the amount expende6. tor 

tAe several purposes. The Commiss1on reserves the right to make suoh 

orlders in the ruture as it may deem. proper with respect to the accounting 

tor the expenditures shown in the stat~~ut. 

The CommiSSion has a't this time given consideration to the com­

pany's request to amortize the net premiums paid in retiring 1ts Ser­

ios A bonds .. and believes that for aocounting purposes it may be grented, 

therefore, 

IT IS HEREBY ORDERED that Associated Telephone Com~any, Ltd., 

unless and until otherwise directed, be, and it hereby is. author1zed 

to charge to balance sheet account "Discount on funded debt" the sum 

ot ~340,OOO.OO, representing premiums paid in redeeming its Series A 

~onds and to credit to said account the sum ot $15,952.50 represent1ng 

profits realized on S,eries A bonds acqu1red by it prior to the date ot 
redemption, and to amort1ze the ba~ce result1ng t~om such entries,on 

or before July 1, 1965, it being understood that the authorization here 

given is permissive only and that the Comn1ssion reserves the right to 

modify this o~de~ at any time without notice to~comp8nY. 

DATED at San Francisco, Calitornia, this I day ot December, 
1956. ~~ 


