Decision No. /Y 20

BEr@®I TEE RAIIROLD CQOMIIISSION OF THE STAIR COF CALIFRNIA.

In the lMatter of the Application of )
SANTA LONICA BAY TZLEPHCNE COMPANY )
Lor authoarity to c¢reoate = bonded in- )
debtednoss of $10,000, OOO 00 to exe~- )
cute o deed of tmst ‘co secure the )
Seme, To purchase proverty, to issue ) Lpplication Number 10412
stock and bonds for cash and proyerty, )

and to operate under various fronchises 3

of

SANTA MONICA BAY HOME TELEREQNE COUI- )

PANY for smuthority to sell its property )

for stock of Santa Monica Bay Telephone )

Comypany. )

Yott and Valleo, for Applicants.
BY TEZ COIOISSION :

CEINION

The Ieilroad Commission i‘s asked o make an order -

(2) Authorilizing Santa Monlca Say Home Telephonre Company to
sell all of i%s properties to the Santa Monica
Bay Telephone Company and authorizing the former
com;pany to withdraw Lfrom and the latter company
to engsge in the telephone business in the terri-

tory covered by the tolernhone systen of Santa
lonica Bay Home Telcphone Company.

{(v) Auwtherizing Santa Monica Bay Televhone Company tc; oxe-~
cnte a mortgaze or deed of trust and issue
£83,000.00 of bonds.

(¢) Luthorlzing Santa Monfica Bay Telophone Company to issue
$650,000.00 of commor Stock plus such additional
common S stock as may ve equdl in par value to the
cost of addivtions and extensicns from July 1, 1924
to tke date of the transfer of the properties and
accounts receivable on the date of the transfer
of the proverties. .

(&) Luthorizing the banua Monica Bay Telerphone Company to
ismo and sell $125,000.00 par velue of seven
por cent cumulative mreferred stock.




eoferonce will horeafter ve made to tho purposes for which
the Saonta llonica Bay Tolcphone Company intends to iague Lts stocks
and bonds. |
The Sante Monica Bay Home Telephone Company has an aathor-

ized stock issue of $500,000400, of which $263,000400 i5 outatanding.
Its bonded dobt outstonding smownts to. $497,500.00 and 1ts mortgage s
notes to $14,833.33, making o totel secwred debt of $512,333.33. The
outstanding bonds o tho Sants Monica Bay Eome Telenhone Company bear
interest at the rate of five per cont per annum and mature in 1937.
In addition to the securod dedbt to which referonce has been made, the
company 23 of September 30, 1924 rerorts $18@,446.68 of notes payable,
$100,308.92 of audited vouchers payable, and $969.85 of trade accept-
ancos payeble, making a total current debt of £285,725.45. It re-
poxrts advencos for oxtensions at $35,66L.61. Its varlous reserves
sggregete = total of $232,739.91 and consist of the following :-
$2,467.89
11,258.20

1,200.00

5,927.35

1,545.84

4,637.70
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11,224.98

Rogerve amortization bond interest
Jocexwe bond interect -
Reserve bad debts . o
Reserve taoxes e o s o @
Resexve 1923 income tax
Resecrve 1924 income tax

-
Resorve accrued deproeciation
Reserve redemption of bonds

* [ ] L] » L ] [ ] L3
s v B & & g g @
. £ [] . L ] » » 0
S & » & s 8
* » [ ] 1 ) [ ] » [ [ ]
e # 4 3 % 8 b @

8232,739.91

43 of September 30, 193 the company reports o surplus of
$92,924.66. 211 of the surpluc and the reserves have been tehporar-
1ly investod in the compamy's proporties.

For tho years 1922 md 1923 and the £irst nine months of
1924 the Santa lionics Bay Zome Telophone.Company reports opersting
rovenues, operating expenses and okher income, disbursements and sross

income as follows :=




! - 9 MOS.
TTEN 1822 19273 ‘ 1924

Telophone operating roveaues : £179,568.06 216,379.54 5199 ,838.87
Teleophone operating expenses . lll 642.30 137,047.57 150,326.96
Net telephone onerat;.ng "‘evcnue- 67,955.76 VNS 49,511,591
Uncollectible operating revenue: 657.57 2,469 94 1,825.79
Taxes assignadble to operations 11,677.67 13,912,1L 10,727.15
Deductions £rox revenue 12,335.24 16,382.05 12,556,94
Operating ixcome 55,590.52 62,950.22 36,958.97
Non-operating ircome 10,164.58 11,316.14 -

GroSs income -amount ava.tlaole ) . .
for interest, dividends,etc. : § 65,755.10 £ 74,266.36 & 36,958.97
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The opersting oxpenses for 1922 include $45,922.67 for de-
preciation, those for 1923 the sum of $52,790.30 and those for 1924 the
sun of $34,810.08.

There has been £iled in this Troceeding a veluwation of thq‘
rropexty of The Senta Monica Bay Home Tol ephone Company, such vsluation
heving been prevared by L. I. Wilson. He revorts the estimeted re-
Production cost new of the proverties as of June 30, 1924, using rresent
prices, at $1,545,109.33 and the reproduction cost new iess depreoia-
tlon ot #1,429,183.21, On the historical basislhe reports the osti-
nated origimal cost at $1,530,607.06 and the original cost less deprec~
intion ot $1,417,043.06. A. I. Wilson estimates the sccorued deprecia-
tion on the reproduction cost new basis at $115,926.12 and on the hig~-
torical basis at $113,564.00.. Ho testified 't:he.t. he tad mede no calo'a.-l
lation of the amount that should be in the res erve for accrued deprec-
iation but expressed m opinion that the amount would aprroximate
$115,000400. The Santa Monics Bey Home Telephone Company inm its
balance sheet =3 of September .’50,' 1924 (applicant’s Exhidit No. 2)
Shows a reserve for aceruned deprociation of $194,477.95. The record
403 not enable the Commission to reach o definite conclusion elther as
to the cmommt of "i:he accrued deprocistion or the smomnt that should be
in the recerve for scerued depreciation. The Commission has there-
fore Sot aside the submission of this matter and has Set thlis proceed~

ing down for further nearing. It should be noted, however, in this

comnection thot the Commiscion'™s order Sotting aside the submission ang

Toopexning This proecedling Tor funther heaxing in no way limits sugh
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furthor hoaring to 2 considoration ol the accrued deyreciation or the
roserve Lor accrued deprecis.tion'.

Santa lonica Bay Telophone Company was organized in July
1924. It hes an authorized Stock issue of $2,000,000,00 divided into
10,000 sharec of commoxn axd 10,000 shares of proferred stock of the
par valune of 5100.00 per share. The rreferred stock besrs cumulstive
Gividends ot the rate of seven per cent per'annum. In the event of
liquidation or dissolution the proferred stock shall be paid in 1l
at par »lus accumulated wapald dividends hefore any paymont is made on
the common stock. &Ll of the remalning proceeds shall be distriduted
ermongst the holders of common sStock. The corporation at 1ts option
may rodeen all or any part of the outstanding proferred stock on any
dividend vayment at $105.00 per shere, plus sccumulsted ALvidends un-
peid ot the date of redomption.

Sante Monica Bay Telovhone Company is to have -en initiél
anthorized bonded dedt of fsi0,000,000.00. Of this amouwnt the company
et this time asks permission to iscuo and sell 5636,000.00. The
application shows that the $836,000.00 of donds are to bear interest
at six per cont and are to be peyable on Septemdber 1, 1944, and that
the compeny at 1t option may rodecm the bonds prior to matwltiy by
paying the following promimnmS:~ yrior to or during the calendar yeax
1934, five vor cent of the principal; in 1935 four =nd one helf per
cont: in 1936 fowr per cont; in 1937 three and one half per cent; i:ci
1938 three par cent; in 1939 two and one ndlf per cent; in 1940 two per
cent; 4in 1941 onc and one half per cent; in 1942 one per cent; in ;943
one héli’ ver cont;: in 1944 ot psr and acerued interest. Santa lonicse
Bay Telephone Compeny has not yet filed a copy of 1its proposed mort-
gage or deed of trust. The ordor herein will mrovide that o bonds
may be dolivered until the Commicsion has authorized tho company to ex-

scute s mortgage or deed of trust to secure the payment of the bond.s,

Tt ic of reocord *hat The Pacific Telephome and Telegraph Com-




peny ovms $5265,500.00 of the $497,500.00 of outstarding five por cent
bords of the Santa lionicz Bay Home Telephone Company which are a first
lien 'on the properties of that company. The Santa lionica Bay Telephone
Company asks permiccion to issue $£39,000.00 of its six per cent bonds
to refund -’;?265,500.00 of five per cent bonds of Sants lonica Bay Home
Telephone Compony ownold dy The Pacific Telephone and Telegraph Company.
The refunding is boing offected on sbout a six per coent basis. While
the exchenge of tho bonds in the zmounts and on the basis mentioned re-
sults iz a smell increase in the anaual interest charge, the ameount of
bonds of Santa Monicse Bay Home Tolephone Company outs’caﬁd.ing in the
honds of the public Will be reduced from $497,500.00 to §232,000.00.
TUpox the complotion of the refunding the totsl bonds ogtstanding will
be $471,000.00 as compared with the total of f;',:497.,500.00 now owtstanding.
The 3471,000.00 consists of $232,000.00 of 5 per cent first mortgage

rds of Santa lionica Bay Home Telephone Compeny and :;";239‘,000.00 of 6
ver cont reofunding dYonds of Santa Monica Bay Telephone Company.

Santa Monica Bay Tolephone Company also asks permission tTo
1scue and sell at ninety Tour snd accruod interest %5597,000.00 of six
ver coent bonds =nd uwse the proceecds for the followling purposes :-

1. In part payment of the following lisbillities :-
(a) Moxtgege NOTOS « « o o 8 14,833.33

(b) Trade acceptances . . . 24,350.,07
(¢) Fotes payable « - « - . 160,446 .97

(d) Vouchers audited payable . 104,795.64

Total S B0L , 424 .OL

To pay in part for a.d.c‘dtior.is, betterments,
extoncions and improvements described in
TRHIOLE "C™ e e o e e e o s e s s s s e P 333,417.49

Po refuwnd in part the following Jiabilities
ascumed -

(a) Reserve Lfor amortization of bond dis~

count e e s e e e e e e aeoee B 1,645.26
(b) Resexrve for bond fnterest .« - . « « 5,239.50
{c) Roserve £or taXeS ¢ « o « + o . 7,603.42
(&) Reserve for income tax 1923 . . %,091.66
g g Reserve for income tax 1924 . . 3,091.80
(

1924 - - - - - - - - L] & - -
) Roserve for bond redemption from Jan. 1
1924 to Septe 1, 1924 . . o - . . 4,105.03

Totel . » . . 5 %6,001-65

Grand Total . $673,843415

L 11,224.98

Reserve for tond redemption to Jan. 1,
m
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The expeonditures roferred to in Exhiblit "C" aro"cho follow=-

Katerial ordered . . o 57,945.29
liatexlal ostimated 19,550.00
Sewtelle oxchange 63,780.00
Ccean Zark duilding 154,955,060
Trunic cadle . e s 37,187.20

-."533 ,4I : .Ig

The 536,001.65 represented by various reserves is sald to

¢t 8 = 0 2

kave boeen investedin tHe propverties of Santa lionica Bay Eome ffelephone
Compeny which will e acquired by Santa lMoxica Bay Telephone Company,
waich assuxzes to Dey the liabilities represented by‘such roserves.

The $36,001.65 constitutes part of the purchese price of the properties.

To refund or pay in part tﬁae liabvilities to which referenée
has been made Santa Lonica Bay Telephone Compe:dy asks permission to
issve and sell =t a net yrice of $92. per share, 1250 shares (£125,000.
var value) of seven per cent cunmunleative proferred stock. If the
Yonds and preferred stock are cold at the rices indicated the company
will realize $676,180.00 as contrasted vith $673,843.15 representing
debts to be refunded =2nd the cost of additions and e;xtemions-. 20y
proceeds not neodod for the puwrposes indicated in this opinicn, nay de
expended only for such purposes as mey bo suthorized by The Railroed
Commission in o ouppleomentsal order or orders.

Sente lionice 3oy Telephone Company =adiks permission to lssue
$650,000.00 of common stock "together with stock Isbued at Lits per
value for sdditions and extensions from July 1, 1984 to date of trams-~
for snd sceounts recoivable on the date of transfer" of the properties.
Tre $650,000.00 was apparently srrived at by deducting frém the esti~
mated roproduction cost new less deprecliation remorted by A. L. Wilson,
The liebilities to be aszumed. Inasmuch as a further hearing will be
had in this matter a.nd\‘che guestion of aceruned deprecistion and the Amount
thaet should be in the resexve for acorued depreciation considered at
such hearing, the Commission will not at this time authorize the 1ssue
of $650,000.00 of common stock. The oxder herein will permit




of the transfer of the properties and the issue of {#450,000.00 of

common STock. Tollowing the fwrther hearing an oxder will be er-

tered ircreasing the amount of stock if the evidence justifles such

an increace.

=2 n¥R

Santa Monica Bay Home Tolophono Company having applied to
‘the Rweilroad Commission for permission to sall all of its properties
%0 the Senta ifonica Bay Telephorne Compeny and the latter company have
ing asked permission to purchase cuch proverties und to issue in pay~
ment for such properties, 1650,000.00 of common stock, together with
suck edditional common stock which at its par vaiue will be equal to
the cost of additioms and extensions from July 1, 1924 to the date
0f the tranzfer of the proverties,and accounts receivable on the date
of the transfer of the properties, snd issue 4125,000.00 of preferred
stock and $835,000.00 of bonds, a public hearing having been held be-
fore Exaniner Fankhauser ané the Iailroad Commiscion being of the
opinion tha; the Senta llonica Bay Telephone Company/ﬁhould'at this
time be suthorized to issuo $450,000.00 of common stoek, H125,000.00
of preferred stock and y836,000.00 of bonds Lor the purpose of 20=

euiring the proverties of Santa Monio# Bay Home Te¢lephone Company,“
-;; refund ind bvtedness snd vay the cost of additions and extensions
and that thc money, yroperty or lavor to bo procured or yald for dy
the issue of cuch stocks and bords is reasonably reguired by the
Senta lonica Bay Telephone Company and that the expenditures herein
authorized arc not in whole or in vart roasonably chargcable to op=-
creting expenses or to income, therefore,

IT IS HEREBY QRDEZRED es follows:-
1. Santa Monica Bay Eome Telephone Company may sell all of

1ts properties to *the Santa foxica Bay Telephone Corm-

vary which is heredy authorized to acguire such pro=

* ¥
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perties, provided it will epgage in the telephone business

ia the territory now covered by the telephone system of
Santa Monics Bey Home Teleynone Company.Upor the acquisi-~
tion of the properties of Santa Monios Bay Home Telephone
Company by Senta llonica Bay"i‘elephone Company, the former
company nay withdraw from the telephone business.

Santa Morics Bay Telephone Company mey issue sné sell at
not less than par i450,000.00 of its common stock and wse
tac proceeds to pay in vart the cost of the properties of
Senta Monilcse Bay dome Telephone Company or deliver suchk
stock ot not lesg than par in part payment for such pro-
pertics.

d. Santa llonice Bay Telepaone Company nay issue and 'sel‘l at not
less than 392. per share net, 1250 shares ($125,000.00 par
value) of its seven percent. cumulative nreferred stosk and
use tie proceeds obtained from the sale of such stoek to
refund in part the indcbtedness referred to in the preceding
opinion or way in naxt the cost of additions and extensionms
referred to in such opinione.

4. Santa Moriea Bay Telephone Cormpany may is sue 3;52259,600.00 of
six percent. bonds due September 1, 1944 to refund $285,500.
of five percent. bonds of the Santa ifonica Bay Home Tele~
paone Company.

5. Santa Monice Bay Telophone Compeny may issue and sell at not
less than 94 vercent. of face value and sccrued interest
$597,000.00 o six percent. bonds due Septembver 1,1944
and use the »nroceeds to refund in part the indebtedness
relerred to in the preceding oninion or to vay in part the

cost of additions snd extensions roferred to in such opin-

-

ion.
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6.Any proceeds obtained fxrom the ssle of the preferred stock
- or honds herein suthorized to ve iscued and sold and
not needed for s.ny of the purposes mentioned in the
foregoing opinion, may be expended by the Santa ifonioca
Bay Teleyvnhore Company only for such purposes as the
Radlroad Commission may hereafter authorize by a supplej-
mental order or orders,

Saxte lMonice Bay Televhone Company shsall keey such record
of the issue, sale and delivexry of the stock and 'Bonds
herein authorized and of the disposition o0Ff the proceeds
at will exsable it to file on or before the 25th day of
cach month a vorified repoxrt as requircd by the Railroad
Commission's General Order No. 24, which order in so
Lar as applicable, is made a psxrt of thls order.
guthority granted to issue bonds will not become effeo-
tive until San%a lionica Bay Telephone Company has vaid
the fee prescribed by Section 57 of the Tudblic Utili-
ties ALct, nor until the Commiscion has authorized the
Sante lonica Bsy Teleyhone Company to execute a mortgage

or deed of trust to seoure tho peyment of such bonds,
nor until the Commission has been advised that Sunta

Morica Bay Eome Telephone Compsny hag complied with the
sinking fund provicions of its mortgage or deed of
trust.
authority herein granted to transfer proverties and t’o
iscue co;*nmon and preferred stock will bocome effective
upon tae date hereof.

10. Urnder the authority herein granted no' stock or bonds may be

icsued, SO0lé or celivered after Jure 30, 1925.

: %
QUIED, Bl Sen.ITancisol, California, this day of November,1924.
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