
DeciSion ~o. tV2.rt:( 

In the Matter of the Applicst10n of ) 
S.ur~A ~!O.N!C;' E.iY T3LWH018 C01~ANY ) 
:for nuthor1~ to croo.te e. bond.ed 1n- ) 
dobtodnos$ of $10.000,000.00 to axa- ) 
cute a. deed of trust to secure the ) 
seme, . to purchase propo:rty, to is sue ) ~pp11ca.t1on Number 10412 
stock ~d bonds ~or cash ~d property, ) 
and. to operate imder various 'fr:mchiSes ) 
of ) 
S1J.~~ l.:ON!C)' BAY ROMS TEL3:?HONE COM- ) 
?A1~ tor wthori ty to se-l1 its property) 
for stock of' Santo. !:'on1ca Bay TelephOne ) 
Co:n:pany. ) 
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1!ott end VDl1ee, for Ap:p1ic!lllts. 

OrINION 
, 

The Railroad. Commi aSion 16 asked. to !:lake an order -
(.!l.) Authorlz1.!:1g Santa. :r.~onlC,Q. '!3a:y Rome l'e~ephone .Company to 

sell all of its pro:perties to the :;)snta Monica 
B~ Tel e:phono COI:::.P3llY tI.Ild. ont.hori zi:cg t.he ~orme-r 
company to Vl1thdr:lW :t:rom llZld the la.tter comp:ulY 
to engage in the telaphone businoss in the terri-
tory covered. by the tole:ohOXle ayst (1:1. of Sl.Ul.t a 
MoDic~ B~y Eooe Telephone Company. 

{b} Authorizing So.nt a Monica. Bay Tel e:phone Com:pony to exe-
cute :l. mortgage or deed o~ trust and issue 
$836,000.00 of bonds. 

(c) Autho:::1 zing Son ta MoDi c;a Bey Telophone Company to 1 o~ue 
(.:650,000.00 of con::mo~ stock plus Such adcli tioml 
co=on s:tock as ma.y "1.10 equal in par value ,to the 
C03t of addi tions a.nd extensio:l3 from July 1, 1924 
to the dEl. to of the transZ"er of the propert1 es :'l.Ild 
acco'W:lts recei vsble on the d.ate of the transfer 
of the properties. 

(e.) i..uthorizir.g the ;;$anta. Monics. Bay Tolephone Comp3ZlY to 
is SI.lO :m.d. sell :1::125.000.00 par value o~ seven 
po:::- cent cu:uJ.ative :Pl"eforred stock. 
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aofe:-enco vd1l horellfter "be :::na.do to tho l?urp 0$0::: ~or which 

the S~t~ Monica B~ Telephone Cocpany 1ntend~ to iscue ito stocko 

and be nd.z • 

Tho S::ulta Monica Bay Home Telephone ComptlJly has an author-

ized. otook l.scue of ~i500,OOO.OO. of Which ~;i263,OOO.OO is outotsndi:og. 

Its bonded debt outstand.i:cg amo'Wlts to. ~;:497 ,500.00 and. 1 ts zoortgtlge I 

notes to $14 ,833.33, m~ti:cg a totaL sec'Ul" ed. debt of :;;512 ,333.33. . Tho 

outstandi:os bonds o:! the Sant~ Monica Boy Eome Telephone CO:lp:my besr 

inte:-est 3.t tho r:lte of five per cent pel" ann:C1!l and. :l~ure· in 1937. 

In addition to the securod. d.cbt to vlc.ioh referenco h:i.o beon macle, the 

CO::lp:l.D.y :l.3 of September 30, 1924 rep:>rts $184,4{,s.68 of notes payable, 

$100,308.92 or aucl1ted voucbors payub1e, and ~;:969 .. 85 of trade accept-

a.noes p~~ble, making ,. totaL c'l.'ll'rent debt of 0285,725.45. It re~ 

ports ad.v~co~ for exten$1on$ at $35,661.61. Its various res~ves 

~gregc.te !l tot sl of $232,759.91 nnd. consist of tho following :-

Rooerve s::lorti:s.tion bond. interest ........ ~~ 2,467.89 
Res~-ve bond interest ..............oo..oo 11,258.20 
~eserve ba.d debts ........................ 1,200.00 
Reserve taxes .............................. 5,.927.35 
Reserve 1923 1~oome tax .....oo.......... 1,545.84 
Res~e 1924 inco~e tax ........... 4.637.70 
Reserve accrued depreCiation ...... .. ... 194.,477..9S 
Reserve redemption of bonds ............ 11,224.98 

~232t739.9l 

As of Soptecber 30, 1924 the comps:o.Y' reports So su:"p1'OS of 

;~;92,9Z4:.66. 111 ot the StU"plus and tho reserveo b:J.ve been temporar-

ily i:lvooted. in the co~:psny' s p::ooj?erties. 

Por tho yeoro 1922: end. 1923 nnd tho first r...:tne months of 

19Z4 tiJo Sants. 1ronics. ~ Eo:no Telophone, Comp:ll'lY reports oper&ti%:g 

revenues, opers.ti~ expenoes and ohhcr income, disbursements and gxoss 

inco~e as !ollows :-

-2-

196 



" .. 

9 Mos. ITEM 19~22 l~~3 j~2~ 

Telephone operating revenues · ~;179 ~568.06 :~.216 ,379 .S4 $199,838.87 · Telephone operatir.g expenses · 1 111!642.30 137 z047.57 150 2 320.96 · Net telephone o:per~ti~ revenue: 6'7,925. 76 79,$$2.Z7 49,511.91 Uncollect11)10 operatirg reven'C.e: 657.57 2.469.94 1,825.79 Ta.."(as. aznignablo to operations · 11;677.67 13 z912.ll 10:t727.15 · Deductions fro~ revenue · 12,$$5.24 16,382.05 12,5~.94 · Oper sti llS' inco:w · 55,590.52 62',950.22 36,958.97 · !ron-ol'ero.t1ng inco!!l() · 10 2164.58 11 1316.14 -· ~rooc income-~ount s.va.11abl a · · for interect. diviclendn,etc. · $ 65 2755.10 :~ 74,266.36 ~ 36 2958.97 · 
The opereti~ expenses for 1922 include :~5,922.67 for de-

:precitltion, those for 1923 the sum of $52,790.30 snd tho sa for 1924 the 

stun of ~34 ,810.08. 

There has 'been filed. ·in this p:ocecd.iXlg a valuation of tho 

pro party of the S~ta. Monica :Bay Home Tol ephone Company, such valuation 

:b.s.virg beon :prel'.s.red. by A. L. 'tlilson. He reports the esti~t6d re-
produc'tion cost new of t be properties ~ of Ju:ae 30, 1924, USi:rJg present 

prices, at $1,545,109.33 and the repro~ction cost new less depreoia-

t10n ~t $1,429,183.2l. On the h1storicci. 'oasis he rep'rts the est1-

:latod. or1gilJ.'l1 coot o.t $l,530,607.06 and tr.e origintll cost less de:preo-, 

illtionat $1,417,043.06. A. L. Wilson estimates the a.oorued dapreo1s.-

tion on the reprod.uction oost ne .. v basis a.t ~~115,926.12 and on the his-

torical bSSiS at $113,564.00,: He testified that he had ::::.sde no calou-

lation o~ the !l:::lount that should ·oe in tile ren ar'V'e for a.ccrtled depreo-

iation but expresoed :an opinion th:J.t the amount would apprOximate 

~t'l15,OOO.OO. The Ssnta MoDica Bey :S:O~ TelephoIl& Company in its 

bol~e sheot as of Septem~er 30, 1924 (ap,p11can.t's Exhibit No.2) 
ohows a reoerve tor ZlCcrued. deprociation of $194,477.95. The record 
do as not enable the Commi sOioD. to re:3.ch a de:f'ini to conclUSion e1 thor as 

to the emount of 'lihe accrued deprociation or the amount that should be 

'in the reserve for accrued. depreCiation. The Commission has there-
tore sot ASide the submiSsion of this matter sud has set th13 prooeed-

ins down for f'orther hea.r.t:os. 
1./ 
1 

It sl:Jould be no ted. :COwever, in this 

connection th.::!.t the Corm:i scion's order sot tiXlg a.s1de the Submlss,1on and 

reope~~ thi~_ proccc~lng for further he3J:'ing in :co WfJ,y lim1 ts suoh 
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further hoaring to ~. considoration of the accrued depreoi3,tion or the' 

reserve for accrued d0:PI"eciation. 
I 

S~ta l.:oni ca Bay Telephone COQ.:POonY ":10.$ organized in July 

1924. It has an ~uthor1zed otock issue of $2.000,000.00 d1Vided into 

10,000 z~ez of common gnd 10,000 shares of proferrea stock of the 

The preferred :::tock beDrs c'tmlulat1 va 

diVidends at the rate of seven :per cent per Slmut:l. In the event of 

liquidation or dissolution the proferred stock shall be ps:td in it'Ul 

at ps: p11lo accumulated. unpai d divl dend.o 1oefore :my :p~ont 1s made on 

the cocoon stock. l;J.l of tho remD.1n1Ilg Jjroceeaz oh3l1 be Ciistributed 

~ongst tho ho1der$ of cOmQon stock. The corporation at '1 ts o:ption 

may rl!ldeem all or sny :pm:'t of the outst a:o.aing proferred stock on any 

d,1v1delnd :p$.yment at ~05.00 per share,. :plus accumulated. dividends 'Wl-

pe:td at the date of rede:l:ption. 

Santa Uonic3. B:J.Y Telephone COtlp:m;; is to h:we' en initial 

gnthor1zca oonded debt of ~lO,OOO,OOO.OO. Of this amotmt the company 

at this time asks per:nisS1on to 1sc.'.1o snd sell 0836,000.00. The 

Q.Pl?lio ation shows th;!l.t the ~~35 ,000.00 of' bond.s :It'a to bear interest 

at six per cont and. ax' 0 to "00 pe.y:l.ble on September 1 t 1944. snd. that 

the compeny .:lot ito option ma.y red'oomthe bonds prior to maturity by 

:paying the fo11owiIlg pramiuco:- :prior to or during the calendar year 

1934, :f'ive pOt' cent of the principal; in 1935 foUl' and. one half :per 

oent; 1n 1936 four :per cent; in 1937 three nnd one half :per cent; in 

1938 t bree p aJ: C en t; in 1939 two ~a. one :a. w.f l' or 0 ent; in 194:0 two per 

oent; 1n 1941 one 3.!l.d one h~ per cent; in 1942 one pet' oent; in 1943 

one half per- cent; in 1944 o.t :par and. accrued. interest • 
..... 

Bay Telephone Compcny has not yet filed a copy of its propoaed mort-

gage 0= d.eed of t::."tl.st. The ordor het"c1n vJi11 ::?ron do tha.t no bonde 

::nay be do11vereci.. until the Comt'l.1..ocion hes authorized. tho oompany to ex-

ecute B. mortgQge or deed of trust to seOllra the :payI:lent of the bonds~ 

It 10 of record that ~~ Fac1~ic ~elephone and TelegraphCom~ 



:p~ OVln:::: (~265,500'.00 of the :~~97,,500.00 o:t: outstum1ng five par cent 

bonds of the Sonta 110:o.ic3. :Bay Home Telephone CompmlY vthi ell are a first 

~ien on the :properties of tha.t com:psny. The Sent So MOlli cs. :Bay Te~epho:o.e 

COr:lPmlY ask$ permic:::10n to 1s:::oo ::~Z39 ,000.00 of its six per oent bonds 

to refund $265,500.00 of five pet' cent bonds of Snnt,s. MoniCtl. Ba.y Home 

~e~ophone Company ownec.. by The )?s.cific Telephone and Telegra.ph Company. 

The refundillg i$ "oeiDS' affected on about a. six per cent basis. mule 

the exchange of tl'l,e bonds in the a:nounts snd on the basis mentioned re-

sul ts in a. small 1nere$.se in t=.e :lXlnus.l interest charge, the amount of 

bonds of StUlta Monica :Bay Rome Tolephone Comp:my outstaDd.1ng in the 

band::: ot t:b.e publio Will be reduced from ~97 ,,500.00 to ~32,OOO.OO. 

Upon the oompletion of the refu.nd.ing the total bonds outstsndiDg will 

be ~~71,000.OO as oO:l.pared with the total of ~;497 ,.500.00 now outsta.nd.1llg. 

The ~A71,,000.00 conz1st~ of $232,000.00 of 5 p~ cent first mortgage 

bollOs of Santa Mon1c~ Bo.y Homa Telephone Compsny and $239,,000.00 of' 6 

~er cent refunding bonds of Santa Monica. Btl.y Telephone Company. 

Santo. Uonica B=.y Tolephone CompmlY also asks permiSsion to 

issue ana aell at ninoty four ~d a.ccrued intero3t ~597,OOO.OO of ~ 

per cent bonds and. USa the proceeds for the folloW1Ilg purposes :-

1. In :part payment of the fo1~owi:ng ~1a.b111ties :-

(:l.) Mortgage notes • • • • • • • • • • • 
Cb) Trade acceptaDCo~ ••• • • • • • • 
( c) Notes p3.ya.b1e • • • • • • • • • • • 
Cd.) Vouchers aud.ited payable ••••• 

$ 14,833.33 
24,350.07 

160,446.97 
104,793.64 

$ 3~424:6l" Total. •• 

2. To p~ 1n J?~t for a.dditions, bet'terments, 
e~ensions ~d. improvements described. in 
~i'b1t "C" •••••••••••••• $ 333,,4~7.49 

3.' To ref''Crld in part the followitlg ~iQ.bil1 ties 
:lS ::::o::ned : -

( a.) 

Cb) 
C c) 
Cd) 
( e) 
(f) 

(g) 

Reserve for amortiza.tion of bond. dia-
eo'tUlt •••••••••• • • ~~ 
Reserve for bond interest •• • • • 
Reoerve for taxes •••• • • • • • 
Reserve for 1nco~e t~ 1923 •••• 
Reserve for income tax 1924 •••• 
Reservo for oond redemption to J~. 1, 
1924 . • . • ... • • . • • • • . • • 

1,645.26 
5,239.50 
7,603.42 
:; ,091.66 
3,091.80 

11,224.98 
Resarve for bona redamption from Jan. 1 
1924 to Sept. 1, 1924 •• • • • • • 4,105.03 

Totcl. • • •• $ 216,001.65 
Gram TottJ.l.. $673,845.15' 
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The G)..-pend.1tureo roferred. to in Exhib1 t "e" moe tho follow-

ins :-
l:[!.teria1 ord.ered ..................... ~ 57,945.29 
!,:s.ter1o.l ostiI'.:lSted. .................... 19,550.00 
Savnelle exch~e ................... 6Z.780.00 
Ocenn ?~k bu11~ •• .. .. .. .. • .. .. • 154.955.00 
Tru.:o.l: oo:ole ................ .. '. .. •• 37 :187 .. 20 

Total ......... ~32[417..~ 
. '. 

The (;36,001.65 reFresented: 'by various reserves is ssid to 

have been inveotecl:i.n t!!e :propertie s of Stmto. !romeo. ::Bo.y Rome Telephone 

Compcny whloh \'t11l be acquired. by Santa l~o:c1os. :allY Telephone Company .. 

".'1hlch ~sumes to -pay the lia.bilities ,reFresented by such reserves. 

The ~;36, 001. 65 co nzti tut es ptLrt of the purches 0 :pr1c e 0 f the prop,ert1os .. 

To ref'ru:ld or po.y in Fort the 1ia.bilities to vlh:l.ch referenao 

has ·ooon m:!ld.e Son to. Moni Ca B~ Telephone Comp@.y o.sks permi osion to 

1sS"Cl.e snd sell !:\.t 3. net :price of ~;92 .. par share, 1250 shares ($125.000. 

~sr value) of seven par cant oumulative' ~referrea stock. If the 

bonds tJnd preferred stock are :!01d. at tho pr10es indicated. the company 

\'1111 retuize $676,180.00 a.s contrasted.. with ~;673,843 .. 15 rCl'resent1:cg 

debts to be refund-ed mJ.d. the cost of addi tiona end extemions. ~ 

:proceeds :lot neodod for the purpose3 ind1c a.ted in this opinion, me:y be 
, 

oX)?end.ed. only for such l'u.."'":poses as 'OfJ-y be tJ.utbor1zed by 'the Ra.ilro-ed 

Co:t:l1ssion in e. oupplement!ll order or orders. 

S:m.ta lionicc, :Bo.y Telephone Comp~y c.ska perm1ss1on to i3~~ue 

$650,000.00 of comtlOn stock "together Wi th btook 1 sbued. at 1 ts par 

value for a.d.di t1 OllS and.· extensions trom July 1. 1924 to d.a.te of trSllS-

fer snd. soc Omlts rocei vl.l.ble on the da.te of trs.nafer" of the properties • 
. 

The 0650,000.00 was apparently arrived at by d.eduoti~ from the esti-

mated roproduction coot new laos depreciation rO!X'lrted. by A.. Ii. V/i1son, 

the 11ab11it1ec to be ozsumed. Inasmuch as a. :f\l.rther h&ar:i.Dg wUl be 

had. in this ::tatter and. the ouestion of accruod d.epreoia.t1on ~d the amo'tlllt 
\ .. 

th~t shouJ.d be 1n the reserve for accrued d.epreci :3:1;1 on consid.ered a.t 

suoh hes.r.i:cg, the Comm1s:01on will not st this tbe autho:r:1ze the issue 

of $650,000.00 of CO::m:Oll stocie. Tho ord.er herein Will perm:f:,t 
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of the transfer of the properties and the issue' of ::~450 ',000.00 of 

cO:::l."llon stock. Following the i'u.rther hearing an order will be cn-

tered increasing the amount of stock if the evidence just'if1es such 

e.n increa~e. 

Ss.nt:J. 1f.onico. .Bay Homo :r'olcphono CoopllnY lll:l.v:t:c.g tJ.'ppJ.1cd to 

'the Railroad Commission for permi$~ion to s~ll ~1 of its properties 

to the Santa r~onica :e~ . Telephone Compar..y and. the latter COI:lParry hav-

ing aSked pe:rmiss.ion to purchase such properties mld to issue in psy-

::neXlt for such prol,erties. 4;o50~ 000.00 of common stock~ together With 

suc~ additional common stock which at its par value Wil~ be equal to 

the cost ot additions an~ oxtensions from July l~ 1924 to the date 

of the transfer of the pro~ertiea,and accounts receivable on the date 

of the tr~~sfer of the properties, ~~ issue ~~25,000.00 of preicrred 

ttock and. ~836,OOO.OO of bonds, a. public hearing ha.Ving beon b.eld be-

fore E~iner ~~auser an~ the ~ailroa~ Commission being ot the 

opinion that the Santa ltonica. Bay Telephone Company/::;hould· at this 
.' 

time be a.uthorized to issuo :~50,OOO.OO ot common stock. ~125,OOO.OO 

of ~referred stock and. ~836,000.OO of bondS for the purpose of eo-

~u1ring the pro~erties of S~ta Mo~1~ Bay Ro~e Telephone Company, -to refund 1nd~otednes6 and ~ay the cost of additions and extensions 

and that the money, property or labor to be Droc~red or paid. for by 

the issue of ouch etocks and. bonds is roo.zone.bly required by the 

Santa :Io~ica :Bay Telephone CO::::lPany and that the expendituree herein 

authorized are not in whole or in ~art roasonably ~hargeable to op-

ereting expenses or to income, therefore, 

IT IS ~~BY OP~S3ED as follows:-

1. S::-tnta Monica Bay Rome Telephone Compa:c;v may sell all of 

its properties to the Santa Uo~lca Bay Telephone CO~­

'!Parry which is here'loy authorized to a.cquire such pro-
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perties, provided it ;1111 engage in the telephone business 
in the territory now covered by the teleyhone system o~ 

Santa !I!onioa Bay Rome Telephone Comp$.DY. ttpon the a.cquisi-

tion of the properties of S.mta. Monioa Bsy Rome Telephone 

Company by Santa ;.!0n10s. Bay Telephone Com,any. the former 

company ma.y wlthdraw from the telephone business. 

2. Tho Santa :.!otioa Bey Telephone Company m~ icsue and. ~oll a.t 

not less tban par ::~450,OOO.00 ot its common stock and. use 

the proceeds to pa;y in part the cost of the properties of 

StUlts. Monies. Bay :a:000 Telephone COtlpany or d.eliver $UC~ 

stock at not lese than par in part payment for such pro-

porties.. 

3. S$llta ~'[on1cs. Bsy Telephone COr.l;pa:ny cay issue and sell a.t not 

less than. ;::;92. per share net. 1250 shares ($1:25,000.00 par 

value) of its seven peroent. oumulative preferred stock and 

use t~e proceeds obtained from the sale of cuc'll stock to 
re~d in ,art tho in~Gotedne6s referred to in the preceding 

opinion or pay in part the cost of a~dition3 and extensions 

referred to in such opinion. 

4. santa MOnica Ba:y Telopho:c.e C01!!!,SllY ma.y is sue ~~239 ,000.00 of 

six percent. bonds due September l~ 1944 to rotund $205,500. 

of five percent. bonds of the Santa Monioa Bay Rome Tele-

phone Company. 

5. S~ta Monica Bay Telophone Comp~y may issue and sell at not 

loss than 94 percent. of face value and &corued interest 

~97 .000.00 o~ six percent. ·o,onds due September 1.1944 

and use the proceeds to retund in part the 1n~ebte~ess 

referred to in the preceding o!,inion or to "Pa.y in :part the 

cost ot ~dditions and extensions referred to in such opin-
ion. 
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6.Any procoeds obtain&d from thc sale of the preferred stock 

.. "r bonrls herein a~thorized to be issued and sold and 

not needed for any of the pu~oses mentioned in the 

foregoing opinion,. r:.ay 'be expended by the Santa Monica 

Bay TelePhone Comvany only for such purposes as the 

Railroarl Commission may herea.ftcr a.u.thorize 'by a. supple-

mental or~er or orders. 

7. San teo Manics. Bay Tele~hone COtl:9a.llY shsl~ keep S"~ch record 

of the issue, sale and deliver,r of the stock and bonds 

herein authorized and of the disposition of the proceeds 

as vall enable it to file on or beforo the 25th day of 

each month a vorified report as required by the Rail~oad 

Commission's General Ord~r No. 24, which order in so 

far as a:o~11cs.'b,le, is made a :part of this order. 

8. The authority granted to is~e bonds will not become effeo-

ti VEl until Santa. ~onioa 3ey Telephone Company has paid. 

the fee prescrib.cd. by Section 57 of the 'PUblic '0',,111-

ties Act, nor until the Commission ha£ authorized the 

Santa Uonica Bay Telephone Comp~ to execute a mortgage 

or ~eed of trust to seoure the ,~ent of suoh bonds. 
I/'" 

nor until the Commission has 'been 8.d.Vised. ,that santa 

~onioa Bay Home Telephono Com~sny has complied \Vith the 

sinking f~d provisions of its mortgage or deed of 

trust. 

9. T".c.c authority herein granted t~ transfer properties: and to 

issue cow~on and ,referred. stock will become effective 

upon the d.ato hereot. 

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

i::;:ued, solO. or a.elivered. a.fter June 30, 1925. 
~ California. day of November ,l924. 


