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BEFORE THE PUBLIC UTILITILS COiUISSION OF THE STAIE CﬁLIFORN1A5x5‘

In the HMatter of the Application of
hssociated Telephone Compuny, Ltd. for
an Order zuthorizing it to issue and
sell 85, 000 shares of its Cumulutive
Preferred Stocic, 320 Per Value, 5%
1947 Series end 85,000 shores of i*
w20 Par Valuu Comaon Stock.

Application

2Ny Nl sy

ORINIC

Assoéiatedlrclephone Company,"td. hﬂs‘npplied‘to-the.
~ Pudlic Utilitiestommission.f¢r authori;y to issue and Sull
85,000 shares of its Cumulative Preferred Stock,;G20"Pd: Va;ué;
5% 1947 S‘erieé; of the aggregate per velue of $i,7.00,000--_"é.nd -
85 000 shares of its Common Stoek, of the per‘vwluefcfl“zd'c~ch

anéd of the aggrhggte par value of 21, 700 OOO, for thc nurpo c ofi o

reimburuinb the tressury und of finanC¢ng thc cogt of qdditions. .

Applicﬂrt ovms .rd oper~tus tcﬁgphonc gyﬁtcms operatiﬂ? |
in and zbout certain cities and towns thc countmcq of Los,'

Anwelew, Orange, San Bernardino und Sant‘ Bﬂrb ] nnd in

addition, it owns the outstand cing stoex o: »ner_quin Associated

Telephoné Company, 2 corporation opcrat*nb ;eleprOﬂe $ysteﬁs in
Tular¢ County, Its bal@ncc sheet ¢ Qf Unyy 31 1948, cho:sfits‘
investament din Its fixed copital accounts and in stock of its
subsidicry ot $51,880,090.81, with reserves for depreciation ond
amortization qf $1L,206,292.54, lerving 2 nef b"lﬁﬁce‘of | |
837,613;798‘27."Its net'éur*eﬂt“""sct ; eﬁclusive of intcr-

company ftoms,'aggrezated 2 211, 946 61.




The dzlance shect shews tast app*iCﬂnt hos financed
the ¢ost of its property snd as sets primarily through the issue
¢f first nortgage bonds,preferred ané common’ -stocks »s follows:

sonas
Series B, 3-1/4%, due Dee 1, 1969 .- 21,368,000
Serios <, 3-1/4%, due Nov, 1, 1974 - 10, 300, 00C:
5éries 2, 3-1/8%, Jue Nev l, 1977 - 6,700, OOO
Total sonls o 18 368 000

o

Prefer*ec s*ock, $20 par vqlue -
g—l{gp7ucri@° : 5 688 gég
% 1947 Series %5500, z K
) Total preferred stock : -u‘~lO 106,/40-

Common stock #20 per volue ‘7,‘ 10L177,075$;
Totsl | “ | 438,651,915

The'outstanding-proferred stock, 5% 19L7 Series,.which’

is siafilnr to thut 20w PTOPOs ed to he issued, ic entitled tb'
cumulativc éividends a2t the ‘hte of 5% per amnum ané 1s ca_lhble‘
at any tine pridr to November 1, 1957, at $22.00 per ahgre, on

or 2fter Hovember 1, 1957 and prior to November 1, 1942 2t 221.75
»e r share, on or ﬂ'tcr Vov»mocr L, 1962 and prior t0o Novembnr l
1967 at 721.50 per share and thercaftor nt $21.25 per ;hure,

together with all scerucd and wnpaid dividends.

On the outstonding comuon stock fividends nave beon

pai€ during the last five yeers ac follows:

Zesx Anmount -

1943 ® .50

1944 : 1.55.

1945 1.22

1946 ' 2.00

1947 - o 1.80

During esch of thc last two quarters of l947‘:nd'thé'

first gusrter of 1948 4ividends of 4Le cents . pc: shere wore paid
being 2t the rate of ¢ . CO% pur 20000, | |

-l




29518 p. 3 RE

Applicsont now reports the necesuitj of ‘ssuiﬁg
ad?ition2l stock to mect its congtrucumon r qu;rcmnnts.. Her?4 .
to*o*e, 5t hes £iled with the Commission a utOtCmﬁnt showing lt -
timated xn enéitures for ~9/8 in some dctoil In gunﬂury for*
1% now *eports 1ts cstim otcd gross d -.ions‘to Q*ﬁnt ’or 1948

and Tor the first six montns of 1949 as follows:

IR &949 3
lzéﬁ ’ , 6 mon't"le :

Seilding 22,278,300 - 76 270,000

Central office eguipment 4,330,500 216 500;ﬂ; 

Station equipment : 5,094,400 2, (946,160

Qutside plant 3 eao ooo _- \ 2 o7z,,oog]}f"

<her (right of way, land

wiring g i ond gencrzl - ,088,30 {‘ : 50?,60i%f !

;otal - e ?16,6?*,5 o - 1o 013 oﬁ”f“f \

The spplication shows that oc uul expcnc;ture for tde‘ﬂ” o

first five nontha of 1948 cmounted %0 37, 022 485, lu'ving a

balonce of estinated fxpcndzturce for tne uhirtecn months endingf.

June ’O 1949, of ¥19, 622 515, plu-. AN efpcnditurc for stock of o
1ts subsidiery of $225 OOO, mrking to l rcqumrewents of
&19,847,515. hp._i cant est-mhteslit; sourcas of EUnds to muut
its.cashvreQuifépénté-asvfoliows: |
Net from operations-after dividends | " ‘$‘3,233,68§"‘
From salvige on property rotirced, - SR

contrivutions, n*scellqnwous : | 2,380,3201 
Fron current accounts ' 999,131

From bank loans 5225 oooﬁv -

From sele of stock and bonds
Total

AS %o the preferred steck to'bévissued apﬁfié*mﬂ“". 
proposes, uubject to recc;ving permission. “rom The COlmiSu*Oﬁ,
to negotiateAan agreement Jlth 2 group'ox,u“d ﬂritcrq fo*_the

sale of 75,000 of s@id shares 2% a price to-thg company,of nctf'

less thon $20.125 per share plus 2cerued dividends. Szid shares
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_wou’d be cr’ercd for sale ov the underwr*terg-to the public at
~the price to be received by cpplicunt plus $l 125-per uhare, or
$21. 25 per share nlus aceraed div*dend s, provided however, taat
if sz2id shares are of’ered anc solc to the puolic by the under- ’
wrlte“s at a prlcc in excess of $2l 25 per share, appi‘cant shal¢
receive one-hal; of the excess NﬂiCh is’ ove* $21 25 but anler

$2L.76 and appllcant uhall rece*ve all of such 54le price which
is in exces of ®21 75 per share.

As to the rpmain_ng lO 000 shures of nreferred stock
applicant nroposcs to offer thcm to its employces, and’ to the
emplo;ees of its uubsidia*y, in accordance with the terms of an }
Employees! Stock Purchase Plan,,a copy of waich is fi;ed in.thiu.’
proceeding, which providec'thatcsuch cmplciees'may'Subécribe'fcr‘
shares at a‘price $1.00 per s share less than the pr;cc at which
such oharcs are initidlly offe*ed to the 1ublic by underwrlters,
payment to be mgdc by payrcll deductions’ at the rate o: oL 00

" per share per pay day,lor,ovcr a total perioc-of.lorl/z montna_

!
I

Thus, for the shures of preferred stock solé to under-

writers, applicant'will receive not less than $20.12% a shere
while on shares sold directly by it to employees it will rcccive‘
not less than $20.25 a sharc. . However, 1f allowancc‘be made'fcf"‘
additional cxpense which apbiicant nusy ncce°3drilj‘¢ncur in
connection with.lts atOCk sales offer to emplozees, it aoccarg
that its net rcceiptu per sha*e, for u&Ch ¢harcs 50 cold may ce
approximdtcly the same as the nct receipto it will receive from |
sales to underw*iter The situation pregcnted hcre differs from |
one‘where an suing company, uc*ling 1ts snarcu of stock directly

through its own organzzation offers such sharcs to thc public 4t
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one price and, at the same time, to empioyces at a_different :
price.(1) Under the particular circumstances 'set forth in this
proceeding we will authorize the issue and sale of the Shares of

preferred stock as proposedrby applicant.

As 10 phé common snares propose§ to be iséued, applicant
Intends to offer them for sale to the holdef of.itﬁ'ﬁieéehfly“
outstanding'common stock at par. In tﬁié coﬁnection ii';s ch'
sorted that dndeé applicant’s articles of incorpofdtion the
nolder of the shares of the outstancing common Stock hésﬁtﬁe.
_preémptive right to subscribé for and puréhase newiy’issued'Sha:éa*'

of common stock of applicant;(z)

| in‘November, 1947, applicant iséded ax invitétidn‘for
public bids for the saie’of 150,000 shares of preferred stock, df
the same serles as is the subjecﬁ‘of'thi§~application;'bgt ré-fv'
cetved no blds in response to such‘invitétion;  Theféaf#er;'it  ;
undertook the sale 6f-preférfeg'sharésuon anegotiéted basisfand
disbqsédfof.VS,OOO shares at 319;8¢fper-sharé ahd'55,090:shares_
at $L9,94:perjshare during Decembér, 1;47;' Iﬁ'Aprilg 1948, 1t
sold to underwriters under a negotiated agreemént;”an”a@diﬁ;bha1 

block of!75,000 shares of ‘said préferréd stdék'at;$19:§4fper

Cmes

(1) - , S
‘ By Decision No. 34369, dated July 1, 1941, (43 CRC 623) the
Commission refused to approve a plan of Pacific Gas and Elecctric
Company to offer 320,000 shares of preferred stock to the public
and, at the same time, to offer 80,000 shares to employees at'a .
lower price. That plan differed from the ore outlined in this—
proceeding in that there no sales to underwriters were contem=
plated, the issuing company proposing to make both offers directly
through its own organization to the public and to employees. -

Applicant's 1947 annual report shows that all its.outstanding
common stock is owned by General Telephone Corporztion. ' The ~
holdings of. General Telephone Corporation amount to 5L.05% of.
‘applicantt™s total outstanding preferred and common stock..

-5
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.

share. It now reports that market conditions are no more favor- '
able at the »resent timc for the obtaining of bids in reuponse to

a public inv;t¢tion than they were at the time when applicant

sold its last shares of sald stock. Accordingly it has requcs:ed o

that'the'issue of the present shares offpreferred stoék be’exempt;f

‘from tne Commitsion's competitivé biddihg ralc.

It clcar’y anpearS'that appli cant nas qecd for addition-
al funds and that thc 1ssuc of stock is erranted Thc rcqacst
of the company for_exemptio from the compctitive biadinb rulo

. will be granted.

2R2EE
| The Public Utilitiec Commission having considercd the
above ent;tled matter and being of thc opinion that a public
hearing is not neceSSary, taat the request% of avp11C¢nt uhould
- he’ grantcd as hcrcin provzded that. the money, pronerty or labor'“
‘to ve procured or paid for throuvh the issue of 85 OOO shares of
preferred stock and 85,000 shares of common stock 1s reasonab y

required by As 50c1atcd Ielepnone uompany, Ltd for the purooses

' nerein stated and tbat such purposes are not, in whole or. in part,'

"reauonably cnargeable to operating oxpengcs or. to 1ncomo,j

tnereforc,
ITLIS.HEREBY ORDERED as folldwa:'

L. Associzted ;clcphone Company, Ltd. after the effec-.
tive d4te of this order and on or bgfore Decenmber 31, 1948 may B

grant options to underwriters cover;ng thc 1ssue ana sule of
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75,000 shares of Cumulative Preferred Stock $2O 00 Par Valte, -
5% 1947 Serres, in lots of not less then 1,000 ahares each end. R
_ from tize to time, or at one’ timc, unon the oxcrcise of seid '
ontions, maj 1ssue and eel... said 75, 000~ shares at a. pricc or 1ot'
less thon $20. 125 per uhare ylu° accrucd dividends, orovidcd
“omever, that if said ha*eu‘are sold by suid underwriter at u'
price in‘exce s of $21.25 Per share, olus accrued el vidends,r |
applicant whull receive one—half of tnc exces,‘ 1rch is ovcr _
&21.25 nlus acerued dividends but wder VZl 7 plus uCCTuCQ divi-
dends, nd aoplicanu shall receive alr of such sa*c pricc which 1~‘

in excess of 821. 75 per share plus accrucd dividend L

2. Assoclated Telephone_Company, Ltd.lafterethe effecf '

tive date hereofvand_en or vefore December 3%, ;949},mayu;eeee
“and sell 10,000 shares of Cumulative Preferred Stecﬁ;*SQOIOO’Per'u
| Value, 5% 1947 Series, to its employees, and to cmployces of its
,ubsididry at a pricc of $1.00 'pexr share lecs than tnc cffcring i
price to the public of atd 75, OOO shares referred to in the pre-{‘{'
ceding paragraph said offer of utcck to such cmployecu to be ;5
‘made pursuant to the terms of the Hmvroyees‘ Stocm Durchase Plcn 5

filed in this" procceding as exhibit ”B". ' : ~

| 3. The issue and sale of the Ssgooorshares-of cdmu;af.
tive preferred'stccx'hercin zuthorized areherebjexemptedjfroﬁ
the competitive bidding requirements.ofqthe Commission's Dec;sion
Bo. 38614, dated'January 15, 1946. ‘

|
i

e Associdted Teleohone Company, Ltd. 4ftcr thc efrec-'
tive date hereof and on or beforc Decembcr 31 1948- may iesue

and~sell to the holder of its p.esently oqtstandingscommonlstOC4;
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75, OOO shares of common stock ot par for cash and, in addition,'
may issue and sell to such holder at par for cash, 10, OOO shares
of common stock at or before the time or times said l0,00Q‘snsres
of preferred stock are issued -and sold to'employees pursdnnt to
the tcrms of the Employecs* Stocﬁ Purchase Plan, but in.no event

later than December 31, 1949.

f

5. Applicnnt shall use the proceeds to. be receivcd'
from the sale of said shares of preferred and common ~tock to
reimburse its trea ury and to finance the cost of the acquisition
 of property and the construction, completion, extension and.

improvement of its facilities and those of its subsidiary, and

the improvement of its service, and to pey indebtedness_incurred‘ o

for such purposes.

b.. Associated Telephone Company, Ltd. shull filc with
the Commission as soon as available, a copy of its. Registration
Statement and a copy of the stock.purchase agreementvwitn'the |
underwriters'asvactually executed. It shall also file a report,
or reports, as required by General Order No., 4-A which order,

insofar as applicable, 1is made a part of‘this order.

7. The authority herein granted to issne stock willz
become effective twenty (20) days from the date hereof. 'In'other

respects the order will become effeetive upon. the date hereof.‘.

Dated at San Francisco, California, thisrgizz____ day
\//.IL .1948 | /

A

Commissioners. - =




