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Decision No. &&R72

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
Associated Telephone Company, Ltd.,
for authority to issue and sell
125,000 shares of its Cumulative
Preferred Stock, $20 Par Value, 5%
1947 Series, and 125,000 shares of
its Common Stock, $20 Par Value,
without competitive bidding.

Application
No. 31406

L ) N N S

0'™Melveny & Myers, by Grsham L. Sterling, Jr.,
for applicant. o '

In this application, ssociated Telephone Companx} Ltd.
asks tae Commission to make an order exempting from the re&uirements
of its competitive bidding rule.a proposed issue of 125,ooo,shares”
(82,500,000 par vaiue) of its Cumulative Preférrcd“Stock, $20.Par
Value, 5% 1947 Series, and asuthorizing it to issue and sell saidjT
shares at a prgce ané upon terms hereaftér to be submitted to the
Cormission. It asks, also, for an order authérizing itvtoviséue‘and
sell to the holder of its presently outstanding Common étock, 320‘ |
Par Value, 125,000 shares ($2,500,000 par value) of such’ common
stock for cash at par.

. As of March 31, 1950, applicant reports ite outstanding
bonds and stocks as follows:

FTirst Mortgage Eonds ~
Series B, 3-1/4%, Due Dec.1,1969 =~ & 1,363,000
Series C, 3-1/4i%, Due Nov.1,197, 10, 300,000
Series D, 3-1/8%, Due Nov.l,1977 6,950,000
Series E, 3-3/8%, Due Nov.1,1978 6,000,000
Series F, 2-7/8%, Due Nov.l,1979 9,000,000 -
Total First Mortgage Bonds - $23,618,000 . -
Preferred Stock - | ‘ SR “
4L=1/2% Series 5,606,240
5% 1947 Series 8,252,280 . :
- Total Preferred Stock 13,858,520
Comron Stock - | 14,160,755
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In Exhibit B, applicant reports its assets and lizbvilities,
as of March 31, 1950, as follows:

- Assets

Fixed capital $80,107,848
Other investments - - T4,080
Current assets ~ :

Cash

Notes receivadle

Due from consumers

Interest and dividends receivabdle

Materizls and supplies

Total current assets : 6 926, 538

Inter-company items . ' -
Prepald expenses - . 2217, 988 ,
Capital stock ‘expense - 46 733 .
Discount on long-term dedbt 674,943,‘
Other deferred charges 27,38, 4-'

,4:33-,085 . 462-

Liabilities

Common stock ' $14,160,755
‘Preferred stock : : 13, 858,520-
Premivm on stock , | 17,088
- Punded Gebt ,3,613 OOO |
Current and accrued liabilities - |
Notes payable - $1,800,000
Accounts payable : 2 904,736
Consumers' deposits 11,928
Advance billing 533,756-
Accrued liabllities ' 1,899,373 ‘
Total current and accrued llab;liti o 7,349,793
Inter-company accounts _ 86,566
Depreciation reserve - . - 16, 786 560
Other reserves o 726 570,
Contributions of telephone plant ' 895,564~¢

Surplus £
| Total §§8!03§!2égf.
Since the date of the balance sheet, applicent has in_
creased its outstanding notes to $5,100,000. These comsist of short-
term, 2% bank loans.

Lpplicont reports‘that it has need for additional fundé
from the sale of sccurities to cnadble it to proceed withtits 1950
construction progfam. Tn Exhibit C attached to the application, if '
reports its estimated gross additions to plant during the year at

$R4,391,303, segregated as follows:
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Buildings & 1 115,800
Central office equipment 5,693 700
Station equipment 6,152,000
Qutside plant 10, 446 200
Right of way, land and general equipment | 56 500
Wiring gain and loss ‘ 818‘600‘

Construction work in Progress _ ‘ (3 I¢A97) 
Total W

It appears thot presently applicant is contcmplating,the

ssue during the ycar of $7,000,000 or bonds, $4,000 000 of - preferred
stock and $4,000,000 of common stock o neet, in purt, its require-
‘ments, the balance to be provided from carnmngs from operations, |
‘salvage from property retired and other sqﬁrces, Initially, as set
fortn in this application, it proposes to issue and_scll“$2,5QQ;OOO 

par value of preferrcd stock and a like amount of comuon stock; "

Applicant plans to issue and sell the‘$2,500,000rof‘cbmmon
stock at par to the holder (Qeneral Telephone Corporation) of‘all\
its presently outstanding common stock pursuant %o thépreemptive”
right granted by lts Articles of Incorporation. If plans, subjéct
to authorization being granted by the Commlssion, to issuc ahdsellv
the $2,500,000 of preferred’stock under a negoticted arrangemenﬁ\to
a group of underwriters. In this connection,'the récord shdwslthat
it is the opinfon of applicent's officers that a batter priéé’can be
cbtained L soid shares of preferred stock are sold on 2 negotiated
basis rather taan under competitive bidding. The testimony in this
nroceeding snows that discussions have been had with representatiQQS
of two life insurance companiecs looking toward 2 private placement of
the proposed issué of shares of preferred stock; but that one cdﬁpany‘
was not interested in purchasing said shares ;nd the other 1ndic«tcd
that it might do so only 2t a price below the current mkrket price.
Applicant states th 2t 4t 15 not willing to go below such mhrxct

price and it feels that if 1t were to offer its shares of preferred
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stock for sale at competitive bidding that the bid price,'if any bids
were received, would not exceed the price which was sgggested during
its discussions looking toward the private placement of its'éhdreé.
It is of the opinion that through negotiation it can obtaxn.a higher

price.

The record in this proceeding warrants the Commission in
making an order exempting the issue of the shares of preferred stock .
from its coﬁpetitive bidding rule. Applicont has cantered into no
cgreenent for the sale of its shares of preferred stock ot étates
thet at a loter date it will advise the Commission 6f the price and
the terms upon which if proposes to disposc of the same. At that
time, the Commission will give further consideration to the company's
request té issue and sell its shares of stock, it being wnderstood
that 1f applicent does not receive a satisfactory price the exemption

to be gronted in this proceeding will lapse.

Te issue of the shares of common stock is oxempt from the

nrovisions of the Comuission's competitive bidding rule.

OEDER

A public hearing having been aeld on the zbove entitled
matter and the Comnission having consildered the record In fhc pro-
ceeding and being of the opinion that the money, property or labor‘
to be procured or paid for through the issue and salcvof the‘dharqs

of stock herein authorized i3 reasonably required by'Associated?Tele-

phone Company, Ltd. for the purposes specificd herein, that such

purposes are not, in whole or in part, reasonably chargeable to .
operating expenses'or to Income, and that this applicatibn'should be

granted, as herein provided; therefore,
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IT IS EEREBY ORDZRED as follows:

1. The issue and sale of 125,000 shares of Cumulative
Preferred Stock, $20 Par Value, 5% 1947 Series, by A sociated‘Tele-
shone Company, Ltd. is execmpt from the Commission's competztive
pidding rule set forth in Decision No. 38614, dated January 15, 1946‘
provided zpplicant receives for said shares a price satisfactory to

the Commission.

2. Associated Telephone Company, Ltd. may issue and sell,
after the effective date hereof and on or before July 31, 1950, szid
125,000 shares of Cumulative Preferred Stock, &20 P@r Value, 5% 1947
Series, 2t 2 price to be fixed by the Comm;ssion in 2 supplemental -

order.

3. Assoclated Telephone Company, ﬁtd. mey ;ssue‘and sell,
after the effeective date hereofl and on or hefore Jﬁly‘Bl, 19505 to
the holder of its presently outstending common stock, 125,000 2ddi-
tional shares of its common Stock, said shares to be sold at not less

than $20 ner share.

L. Assocliated Telephone Company, Ltd. shall use thé~pfo-
ceeds to be obtained from the issue and sale of sald shares of pre-
ferred and common stock for the acquiéition‘of property and/or for
the construction, completion, extension and/or improvement of Iits
public utility telephone facilities and/or fér the imprbvement 6f

ites telephone service and for the discharge of indebtcdness,-if vy,

ané for the purpose of reimbursing its trezsury for funds expen@ed

for said purpeses.

5. The authority hercin granted to issue and sell zaid

125,000 chares of preferred stock will become c¢ffective when the
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‘Commission, by supplemental crder, has fixed the price at which said
shares may be sold. In all other respects, the authority herein

granted is effective upon the date hereof.

6. Aséociated Telephone Company, Ltd. shall file with
the Commission, as soon as available, two (2) copies of its
prospectﬁs and 2 report showing the nemes of those to whom said
shares werc sold, the number of shares sold to cach, the considera-

tion receivéd, the expenses incident to the issue and scle, ond the

account, or accounts, to which such expenses were charged.

Dated e_n’@?gﬂz\z;madaﬂ , Californic, this ‘Z ——day

of June, 1950. '
L D
M”i‘?" 24 ,




