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Decision No. 39510 

BEFORE THE RJ~ILROAD COMMISSION OF ~EE STA~E OF, CALIFORNI~ 

!n the Matter of the Application of ) 
Associated'Telephone Com~any, Ltd.~ . 
a cOl'poration, f;l.ncl Cons'o11d'a'ted Tcle- ) 
phone Compony, 0. corporation,. tor an : 
Ord~r of ~he Commission Ga) authorizing, ). 
Consolidated Telephone Company to ~r~s- • 
rer o.nd convey to As'sociated Telephone ) 
COtlpany, Ltd.. its tel¢pL"!.one pr.operties. : 
in its Downey Exchange 1 o.ne to c ee,$-C' ) 
public utility o"Ocration's i.."'l sa1d • 
Exchange and (0) authorizing .\ssociatcd 5 
'T~lephone Company, Ltd~ to acquire the : 
telephone properties 1n the Downey } 
Exchange of Consolid~tedTclephon¢ : 
Company and to ~nt~r and eng::!ge in tt!.c )" 
'telephone bu~iXless in said Exchange. : 
---------------------~ 

Application: 
No .. 27820 

,., 

Gera,ld £.:. Kepple, fo.l' Con,solidc.ted Telephone Coml's.ny; 
OTMelvellY ~ r.tyc~s, by Hnr't"v h.~; and Mnrsh . ."ll 
K. Ta.yJ.'O.,t, for Associ$.ted Tel~pb.on~ Compo.n1, , Ltd .. ; . 
Frank y.:. 'RhodeS7 for California Indcpcnd-cnt Telephone 
Association. 

In this a;ppli<:r:ttion, "Conso11d~.t~d !elephone Coopany 
I . 

asks 'permission to tr3.nsfer, convey ~d a..sSl.-grJ. to Associc.tcd 
Telc:phone Company, Ltd .. :lll of 1tz !propert1'es, bo·th real and per-

, ' 

sona1
7 

", .. 1.thin the arco. circ't:OllSc:ribcc. in 'blue a.,,,,d gr~n 'on' the map 

attached to the agreement ot salo on file in this application as 

Exhi"oi t 'nDTT. The properties '~re re!-er:t'ec to her~in as th-e Downey 

Exchange area, :prope=ties. 

Consolidated crele;phone :C¢mpo..."'l7 owns an:d ,operates tele-

phone -:pro.perties in W'ni ttic~ .:).$ well' as in tl'le DOVlney ExcMnge 

arca. As of July :31, 1946, it reports it:s1nvestment int.e1e-
phone :plilnt a..'l"J.d it's d·ep,reciation reserve as follows: 
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Exch::mge 

whittier Exeha.."lge 
Downey Exchange 

Total 

Investm~nt 
; 

$1,560,094.43 
1,14,9! 952.32 

$2,710,05.3.82 

$705,092.02 
284-,974. 22 

~,990 , 066. 24 

Consolidated Telephone COQpany, as of July.3l, 1946, 

repo,rts 20,044 telepl"lone st:~t1ons, se~reg:lted as follows: 

V~ttie~ E7.ch~"lgc 
Do ... .ney 'Exc~ngc 

,ll,555 
. 8,489 

, ,. 

Its ~el~ ord~rs at the end ?f July are reported at 

5,278, of'whichl,691 sr¢ in the Vfuittier Bxchange area and 3,;87 

i:1 the Downey Exch!:tnge area. 

The testimony shows t~t because o~ the incre~seddemand 

for telephone serv!ce ~ both the Wbitt1cr and DowAey Exc~ge 
are~s, the need ror improving such service and providing a ~.rgin . , . . 

I 

of plant capacity, Consolid:ltcc! Telephone Company. is faced with an 

cxpcndi ture of about $/+,500,000· in f'i ve' to ten years and .with the 
.' . 

setting up, p~rt of, which would ~c on a tcmporcry basis? of a 

larger org·a.."'lization· than it l".('ftl ho:s. Further, t~e company would 

be '£'o.ced ...... .i,. th serious financial problcrn.s ,in rnis1ng' the . money • 

Because of the uncertainty as to whether it can overcome the 

pro'blel:ls confror..ting it, thcmano'gem9n.-t of ConsolidD.ted Telephone 

Comp-ar..y has ·.concluded to sell the Dovmey,Exchange nrea. prop'crties 

to Assoc,ia~ed' Tel~phone Company,. Ltd. '!he .la~ter has ~greed to 
pay for'the properties n bnsic :price of el~050,000 and ·in.addition 

thereto, an ~oun~>eq~~l to the sum of (a) all telephone plant 
un~er construction carried in Aeeo~t lOO.2 of Consolidated Tele-. ' 

phone Company pertaining to said Dovnlcy E~chnnge area on the actual 

date of' conveyance of s.a~dpr~perties, and (b} grosz· additions, fl"a:l. 

May :31., 1946, to the da.te of a.ctua.l conveyonce,. totelcphone plant. 
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. I' 4'· 
I " " I ~ ~ .1 " \:. + ,. • .' ~ j 

in s~X':V'ice .:carr1ed in,Account :'lOO.l of Cons,?lido..ted Telephon7 
" 

Company .:pe~'ta:~ning ·,to. s·~id :'.Dovin'ey:EX~h.$.ri.g·e. ~reo., min~ an amount 

eq~.l' t~' .the ·sum ,of ::(a) .the' :d¢pr·c.c~at·ion . accrued ~n s.o.1C. gr'oss 
• '.. • • • r ~ .. 

• • '" ... ' _.I " ' ; II ' 

addi:tions d\ll'ing such time a..."e :(0)' re't£rements from s~.1d Account 
" ,. , I, ' 

• I ., I 

''\ . . '. ~, t t. ' f" • 

lqO.~ pert~ininS to, the· Downey EXcnartge ~rea during such time, 
• ••• J .... _ 1. •• ' 

all 'as mOre 1'1.':.lly ·~et fo:-th" 1~';. si1d Exhi'bi.t "'.0»'. ,.-
I 4 .... - • ..' 

, • '. • , • , ' t ., I 10 ~I - •• \ 

AS·soci3.ted t..r;.s' su!f:!C:tCl:lt' fu..;dZ on' ~ to pay cash for' 
\ , .. • I • I , I. " '".' ,t', " . ~ f . 

the. Downey,.·.~c.hange :!:ie~~: propcrt1·es' .. · Consolidated Telcphon,e Com-
t', '" • ,I " ~ I , '. J' "., '''. ", :. I .. ,,'.'. "',. , 

pany. propose.s to, use.· the consiC:ero.tion receive". for s'Uch proper-
• .. ., . '. .: '" • , • , t ,,. t' f. ;,. !. of j ~ • ~",' 

ties to improve,and. enl~.rge its' t~lepho:le se'roc<:r in the 'V7h.i tt1er 
~ •• # • .... • 

Exch:mge area. 
I': 1 .. , . 

• Ii. , 

t ' , '. • I; ~: ,j,. ' ' . 

Assoqi.~ted. h~s' ltlrger ,'fino.nc1al resources tha.", Conso- . , . 
f I It, .. ;.. ~ • I, • ~. • 

li~a ~ed. Te~ephoD:e. Cor:pa..'"lY,. ~.nd 'experienced exec'Ut1 ves l' e:lgil:l~er,~ 
. t.··. ,< ,I ~.' ': ~, .. ~ 

and othc.,r, technical. pe:rsonncl ,to' .$u::ve~ 'the Down.ey, Exchrmge :lreJl 
• • I "~ "". '. ..,.",., 1. . : ~. •. 

sit~t~on o.nd, carry.. forwo.:rd ·the: ·neccssar./ enl:1rgement or the tele-
• • • ~. , , I ~I. • •••• '.,'. ,~ 

phone plo.ntand the ·impr,~)Ve::ent·or, the 'service ':L,.." such area. 
• '0 ~ • '." 

.. ,4 . I 
, • j '. ,-

The, ,,;transfer of, the.'prop¢rtid-sdoe$ not involve :;01 
4 .,.. " •• 

# • . ' .... •• ! \ I.. , ~ 
change, in .x:a.t¢s .•. AS$ociat'~d' will- up"';gr~c!e the f'o'Ul",:"party business , ' . , '"' 

.. • .f , ,I '. ," ,JO,. , 

serncc,. D: m~tyer' which' ConsCtlio.at-ec.' 'to~.epb.onc 'Company md "agreed 
., 'II. t • • "..~ • "..'."":,,,., .:.' .' 

to c1o. ~ As.soe1~:ted· '\'y'ill !ile>as its '01Jn·'.the Consolidated Telephon.e 
,. 9,,, - ." • 

• • "f. II .' :.' 'i :'; .;' ~. 

Coo.pa:ny' rates. app11c:;.ble· ·to the :OOwr.ey Exch.-mge a.rea. 
~, ' i, • iIo • • ',' 

.f , , 

The o\:t=~st~o~" . ShO·v1S'th3.t ~ Associ:~tcid 'will' t;~sre~ 'to . ,. 
" ' •. • • ~. ". ~ ; , I,." ~!'. \. " 

its :b09k:S t~C'· '~ount,s . a"t" Vlh:ich . thC D'owney Exch'ailge area propertiez . . ... .. . ~. ",' '.; ,., , 
• f' ,.., . ~. .;;-. I . 

are :recorde~ on .. the Pool:s.~·· Consol'idat~d Telephone 'Company 1 sn~ 
I., ." ,. t • :. . ' • t 'I' . I ...... 0' j • '". ~: 

that':f~~,v.~ll,'ii~~o .. ~ransfer'·tb.e deprec:tation reserve. ap~l:L~{):~le t'o .:' 
• ' • I "J ~ • \ I I.. , , "t I ~, 

SUCb.· .. P.~~pc~~t~~~~ ;', ~ .th~, 'basis, of~'the basic purch:isc price, ,~bq~t 
. . .. ri...... 

$185,009. or tl?-e' 1>1JrCMse ~price"will :be: :'chargea' t~ 'AcCO\:lnt 100 .. 4--
". ~ . ." , . . .. 

• • " I ,.,. •• !.: I ,~ , I ... 

Telephone. Plant; A~q:u1~1:t:t0D!. ',Acljus-ements. As'sociated asks pcr-
~ • • ' ••• t •• , •• ',' 

'. 
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oission ·to' amortize the amount· included' in' .Account 100~.4: euring' ~. 
. ' 

ten-year. period: t):l.rough.··.operat'inS: expense' Account 614--.funortUc-

t-ion of Telephon~ Plant, ACCJ.u3:si!t1.:cin Acljustlnents, ro.the.r,'thnn 

tr..ro'Ugh tbe 'Use of' income Acc;Ount 3,2:3--M1scellaneous Income 

Charges~, I.ts auditor-. :>t'i:pul'at-ec' 'thnt it. allowed· to use ACCO'clllt 

6lL,. the CO:::lPany wo'Uld not: regtl:re·t'he o.mount: ,included' therein as a.."'l, . 
opero:ting expense for. the. pur·pose of f1;d.ng rate.s .. ' By' the use or 
AeeotlOt, .614 the onnual, o.lUort1.zat;Lon w.ould be,. he t'cst1.fied, cle~r­

lY'ident'i·f;ied as t;o i~ source .. nnd. .would not· be· conl':used With 

ot;b.er 1tc:l.s.. A sehedUl-e in, the' tel~phone annual re)).ort forms:1 ,. ' 

calls upon'tel<:phone compan1e.s. to shoV/u the several, it'ems reported 

ur ... der Ac.eount·. 32:3;.. The: ~a::lO"i.:lnt 1nc,1 uc.cd 'therein', beenuse· of' said .. 
, 

amorttiz3;tion is s-pecif;tea1ly; set~ forth i."'l,the· sched'Ul..e., Tne' order 

hcr'ei..'"l wiU provide'th~t '8I).y a::ount rec.orded, \mder: ..'~ccount 100:.4', 
, ' 

shall' be amo'rtized t·hrough. the· Use. of. A'ccount :323,. 

0" R;:;:' E R ....... -- ....... .- . ..-

The Co:mU.sciol:l has, consie.cr.cd, the' eVidence s:ubtni tted . at' 

the, 'hearing, had ~ ·this., ap-plic.:ttion, on S'cp:tem'ber 27~ 1946,. o'ef'ore 

Exo.:niner ·Far..Y..hauser.> ar .. d· is' of' the' opinion; that' the' transfer., con-

ve":l.a:tlce and' a.$s1~ent. "oy: Consolidated T"olephonc, CompanY' to 

ASS,ociated.Te1ephoneCo:npcmY,1 Ltd .. of'the Downey· Exchange" ~:re'a. 
, ' , 

propert1e.$ is. in the' p\lb11c' interest· and t.l:lat" this', applicati?~,' 

shou:td. be' granted" as .. , herein r,.:-ovided;, t.."l.crerore~ 

IT IS HEREBY, ORDERi:;l)·as·' follows:. 
\ 

1.. Conso.lidated' Telephone· Coropa..."'l7,. mey" af;ter' the . e!'~ 

f~cti ve date hereof:' mld on or- 'befo,re D'ccem"ocr: 3'l'j, 1946 ~. trtln~fer,;, 

convey and assi,gn, the Downey· Exchange properties' s:pec·i.fied 'in' 
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·Exhj,"01 t "DTT on f:1.'lei,n ~~s· .ap?~~c:£tt;i.on,~~.o .~~~~9~''l ~e~ ~c7e~~~n,e 

'Comp'a.ny, ' ttd. 1nacc¢,r~ance Jlith ~eprov1,s1ons ,of said Exr..i:bi t 
• ... " ;; I '''.~' ••• 4, • I " , f t \ t ; I.~ ~, 

'''D" ,and \upon the t:r3ns!e.r:f c<myey~~e o.nd ,;:Lss~g...~ent' of sai9-
,J , , _." I I~' 

p,ropcrties cease pUblic ,utU~ty,.,~pe~~t:ton~·1n sa.~d .~owney .,EX:':" ' 
, • 1-,', .", I ,_ 

chonge area. ·Associated·Te.lephone C9mpany,) .Ltd." may acq,U:ire said 
• ' • I- ,., > - , 

properties and ,enter J.n, and .furniSh,.telephone, ser.v1ce in sai,d 
••••• ~ •• I • I I i . ' 'I'' c 

Downey '·Exchange. are~, ~pr,oV1de9- .1-t adopts. t~e ,rates of. Consolidated 
• • • '" ", I -. I. • ,o •. r,.,~ .• 

'Xe lephone, Company·, appl:L.e.a.'ble in, said area and. proceeds t~ ~ile 
, _. ," , • , • I, t I ~ " '. I •• ./1, ~ , 

them. in·~aeeordanee -w1 th Ceneral Order· No. 96.: . .., . ,," 

2. ,ktiY a.m~unt wh1~h AS.S~9i~t~o. .. 'Xc;leph~I7e .. COlllP~:f Ltd .. 

is required by' the .. unifo;r:'Il1,system of ,acco'UI):ts, for telephone com-
o 'I I .,' •• f • ~ f 

.' . 
. p·3.tl:ies~ to ch3.rge~ .to.'.A~.co:unt~ 1.00.4 shall. be amortized ,Within t~n 

, : ~ • •. ". , ~ : I" " I '~ 

· (10) years al.ter- the.'~cq:uis1t1on of said prop~;t"ties throtlgh Ac-
I ,'" ., ,' •• '. ,. • "/. 

" J II 

c'o'Ont· :32:3 ... -Miscellane,ous·. ,Inc.ome.· Charges. 
• • If • • 

:. 
,,:;. : .Thea-c.tion t.ake!l. her.e~ .shall.not be construed to 

, .. • '0. ,t • .:..' .~.'.:.'"'' ,-\ ~. 

· be' .'l ,finding ·of'.~the v:aluo of ·the properties herein ~.uthorizecl to 
. '. ,I" ' ... " , I , ~, " • ~. " 

· be :transferr.ed • 
. . 

. .4~:, ,W1,t,h~n sixty. (60) .. days .o.f:tex; .. the acqU1si t10n of 
, . '" • I ' ". . ~ f I'.· i' ': 

said properti~s,J "Associated Telepl;lo:nc .. C.ompOJ.'lY,· L.td .. shall file 
r' .. , , '.. ~'. ':.. ' . . I • 

, wi-th, the Railroad ,Cor::uniss~on Do .copy-.of the. ,de,ed" O:tld l tJr;,";! other in-
) . ' ~... j . ': ,: ~ • \' 

" ' 

. strument tmder' whi,ch, i to/,.has, scquired a.'1.d holds title to said 
• •• t . ') "'!' '. .' I, I' ' , I • ..' ~ I 

" 'p:"oper.ties,;: also; 3.·statG~ent,sh~:!ing. ~hc ~ons19-~ro.tio~. paid for 
• • ,,~. . _ .. f • • . • 

, . such' properties ·~.n~.·tlle ~ntries 'by.- wbj,ch' .said p:;,opert1cs Zl'ld the 
• I' " ;'. • ~ I' I. ,. .' • " ':. 

· '. pu:rchase 'the.reo!" are ·record~d. on, i tz books of account .. 
1, ~ • , •••• • ~ ... I ' I • 
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of Octo~er, 1946. 


