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Decision No. o2540

BEFORE THE RAILROAD COMIISSION OF TEE STATE OF CALIFORNIA

Tn the Matter of the Application of
Associated: Telephone Company, Ltd.,

a2 corporation, and Consolidated Tele-
poone Company, a corporation, for an
Order of “he Commission (a) authorizing
Consolidated Telephone Company to trans-
fer and convey to Associated Telephone
Company, Ltd. 1ts telepnone properties
in 1ts Downey Exchange, ané to cease
public utility overations in said
Exchange and (o) authorizing Associated .
Telepnone Company, Ltd. to acquire the
telephone propertics in the Downey
Exchange of Consolidated Tclepnonc
Company and to enter and engage in the
telephone business in saild ExXchange.
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Gerald C. Kepple, for Comsolidated Telephone Company;
O Melveny & Myers, by Harry L. Dunn; and Marshall
K. Taylor, for Associated Telephone Company, Lida;
Frank V. Rhodes, for Californiz Independent Telephone
- Associatlion. .

OPINIQN

In this application,EConsolidated Telephone Company

asks permission to transfer,xEOQVGy and assign\to Associated
Telephone Company, Ltd. 211 of itz properties, ﬁomhfrealiand per-
sonal;'within the arca circumseribed in blue aﬁd’gfeenﬁonrfhe map
attached to ihe agreemont of sale on file in this application as
Exhipit "D". The propertics are referred to'heretn'as,the D¢Wney._

Exchange area properties.

Consolidated Telephone Company owns and operates tele-
phone properties In Whitticr as well as in the Dovney Exchange
area. As of July 31, 1946, it reports its‘investment‘in'tele-

phome plant and its depreciation reserve as follows:
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Exchange Investment Deprcq;ﬁtion Reserve

Whittier Exchange $1,560,094.43 $705,092.02
Downey Exchange 1,149,999.39 284,974.22

Total $2,710,053.82 £990,066.24

Consolidated Telephone Company, as of Ju;y_Bl, 1946,
reports 20,044 telephone statlons, segregated as follows:
Whittier Exchange 11,555 | |
Dovmney Exchange - 8,489
Its held orders at the end of Tuly are reporfgd at
5,278, of ‘which 1,691 are in the Whittiér Exchange area and 3,587

in the Downey Excrange area.

The testimony shows that because of the increased:@emmnd
for telephoﬁe service in boﬁh the Whittier and Downey Exchange
areas, the need Lor improving such service and providiﬁg a margin
of plant capacity, Consolidated Telephone Company {s feced with an
éxpenditure of about $4,500,000 in five to ten years and with the
setting wp, part of which would be on a temporary basis, of a
larger organization then it now has. Further, the company would
be Taced with serious fimancial prodlems in raising” the money.
Because of tke uncertainty as fto whether iﬁ can overcome the
problens confronting it, the management of Consolidated Telephone
Coupeny has conecluded to sell the Downey .Exchange area probé;ties
to Associa§ed‘Ielg§hone Company, Ltd. The latter has ogreed to
pay for the properties a bisic price of 31,050,060 and in addition
thereto, an’amountlequal %o the sum of (2) all telephone plant
wnder construction carried in Account 100.2 of Consolidated Tele-
paone Company peitaining to said Downgy Exchange éreé on thc actual
date of conveyance of said‘pfqperties, and (b} gross additions, fren

May 31, 1946, *to the date of actﬁdl conveyance, to telephone plant

-2




2.27820 ) 1o | ®

4.

'in service carried in.Account - 100 b of Con,olidated Telepnone ‘
Company pcrtalning to.said Downey Exchenge aree, minuo an amount
equnl to the sum- of (a) the dopredzation accrued on aid gross |
additions during such time and Cbb retiremento from soid Account
100.1 perta ¢nins to. the Dowmey EAEhunge area during such time,
all as more fully set forth'in s:id Exiiblf npr.

Ascocxomed hdw uUff cfcnt fundf on hand to pay cash for‘
the Downey axchange ~re~ prOporties.' Conso*idated Tclephone Com~
panv proposes to,use. the considera*ion received for quh proper--
‘t;e§'to‘ipoyove,end.cn¢ arge its telephne ervico in the Whittier
Exebgnge area. '

Associated has larger: finsneial resources than Conoo-.
lzdated Telephone. Company, end eyperienced cxecumiveg, eogineers
and other technical pers onnel to oL;vev the Downey Bxchanse area i
,ituation and carry forward the necessarv enlargement of the tele-

pnone,plqoo,and the improvezent’ of tne oervicc in guch area.

1

The ,transfer of - the‘propefLiEf'eoe not involve any
chaqge in rates. Asooc*ated witl up-greec the four—party busioess
serv;ee{vq matter'whica Gonsoizda*ce Toleohono Compuny h_d agreed
to do., Assoclated will fileas &ts‘em”the Cons oliéated Telephone

CompangW:etes.applicable-to,t%e Downey Bxehango area. ' .

The tcst*moo; shows' that 'ASsociated will transfer to y
,'.. ‘,.. [ '

its books the amounts at.which the Downey Exehange'area propertieo_*
are recorded onﬁthe books ol ConSolid_ted Telephone Company, and

that it will also transfer- tho deprcclation rcserve applicaoie to

such’ propertie,.;‘On the dasis- of thé bas 1c purchase price, abouz ,
8185, OOO of the purchase -price will e ehhrged to Aceount lOO 4—-‘

.

Teleppoppwg;“ng Acguisition: A &austmento‘ As*oe;ated asks pcr-
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nission to amértize the amouné-inéluéed‘in'Account 1004 Curing' &

n-yean period:throuéhaoperating;expénse-Accéunt.élA--Amortiza-
tion of Telephone Plant Acquisition Adjustments, rather.&hnn
through the use of income Account 323—-Miscellaneoﬁs Indome
Charges.. Its auditor stipulated that if allowed. ﬁo ﬁse Accowmat
1L the conpany would not. regard the amount 1ncIuded therein as an,
operating expense for. the purpese of fixing rates.’ By the use of
Accowmt 614 the annual amorvization wonld be,, he testified, clear-
1y 1dentdfied as te 1¢s source and would not be confused with |
other items. A scheduvle in: the telephone annual report 1orms,
calls upon'telephone ccmpapies.to show»tne_severul>items repprtcd
wder Account 323.. The“amoubt-includcd fherein-becausé of said
amortdzqtion 13 spec;ﬁ;cally sct forth in. thc ,chedule. Théiorder
hcrein n*11 provide thet eny amouwnt recorded. undeg Account 100 L.
°hull be amortized through the use. of Lacount 323.

:)E;f_z‘

The Commisaion has considered: the evidence submitted at
the hearing had o2 this application.on September 27 1946 bofore
ExXaminer ankhauser, and. is of the oplnion that' the: transfer, con~
veyance and assignmant by COnsolidhted Tblephnne Company to
Associqted Telephonc Comnany, Ltd. of'the Downey Exchangc ﬁrea
properties is in the puolic inxerest and that thiQ.appliQatipn~

should be: granted as., here¢n Y ovidcd, th~r#fore,
I7 1S HEREEY. ORDERZD a5 follows:. |

L. Consolidated'Telephone-Company.may;(afxer-the-ef;

fective date hereofrand on or- before December:31}~1946;‘transfer5.

convey and assign.the Dowmey - Exchange propertics-specified‘in

e
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Exhibdbit ™>" on file in this applicetion, to Asoociited Telephone
Company,.Ltd. in accordance withk the provisions of said Exhibit
nDr, and wpon the transfer, conyeyance and assignment of seld |
properties cease public utility opcratlons in said Downey Ex— '
change area. -Associated Telephone Company, Ltd. .may acquire °aid
properties and .enter dn and -furnish. telephone.,ervice in said
Downey Exchnrge arez, .provided it adopts tne rates of Coneolieatei
Telephone Company applieable in,said area and proceeds to file
then .in.accordance -with Gemerzl Order No-. 96.

2. .Any amownt wihich Ascociatcd Telephone Company, Ltd.
is required by the . uniform Systen of accounts for telephone con-
,vpanief'to charge: %o ACCQunb’lOO 4 shell e amortized Within ten
'(lO) years after the. aoquisition of said propertieo through Ac-

count: 323--Miscelleneouo JIncone Chargea.

3. . The action taken herein shall not. be construed to
" be a f£inding of -the value of -the properties herein ﬂuthorized to

* be itransferred.

4 hin sixty.(60) days. aftex. the acquisition of

. seid propertie qusocieted Qelepnone:mepenf,,ytd.,shall gile
twith the Railroad Commission a copy..of the'ieedVane»enf other in-
‘~etrument_under'which it has acquired and holds Fitle to said |
"properties:”al SQ; a- statement ,Showing. thc conaideration paid ror
'auch properties and, .he entriec' Yy whieh eoid properties nnd the

npurcha e thereof are, recorde& on itz books of account.
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Dated at Sen Francisco, Califiornia, thiy.‘s‘ ./5 " dgy

of Octoper, 1946.

- Oommis?ioners .




