BAis
Decision Fo. [HY4 7L .
BETORE TEE RAILROAD COIR{ISSION OF TEE STATE OF CADIFORNIA

Tn the Matter of the Application of )
SAMTA MONICA BAY TEIEPEQFRE COMRANY )
Zor suthority to create & donded in- )
cebtedness of $10,000,000.00, to ex= )
ecute o deed of trust to secure the
ssme, to purchase propverty, to issue )
stock and bonds for cash and vroperty g Application Number 10412
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and to operate under various fran-~
chises; of Santa lfonica Bay Zome Tel-
ephone Company for authar ity to sell
{ts property f£or stock of Santa lioni-
ca Bay Telephone Compsny.

Y UZE COMMISSION:

SECOND SUPPLEMENTAL ORDER

The Commission by Decision Number 14258 dated November 14,
1924, autkorized Santa iMonica Bay Telephone Comparny to issue, Sub-
ject to the terms and conaitions of such decision, $450,000.00 of
cormon Stock and $125,000.00 of seven percent preferred stock and
£536,000.00 of six percent donds. By suck decision the Commission
also authorized the Sants lonics Bay Eome Televhone Company to trans-
fer 1%s properties to the Santa llonica Bay Telephone Companye

Referring to the issue of common stock the Commission in

ita decision says:-

"Santa Mopica Bey Telephone Company asks permission to issue
$650,000.00 0% common stock 'together with stock issued at its
wer value for additions and extensions from July 1, 1924 to
date 02 transfer and accounts receiveble on the date of ftrans-
Zor' 0f the vroverties. The $650,000.00 was apparently ar-
rived at by deducting from the estimated renroduction cost new
less deprocistion revworted by A.L.wilsor, the liabilities to
be assumed. Inasmmch as a Lurther hearing will be had in this
aatter e=rd the question of accrued depreciation and the amount
that should be in the rezerve for accrued depreciation consid-
ered &t such hearing, the Commission will not at tiis time
suthorize the issue 0% $650,000.00 of common stock. The order
nerein will nermit oF the transfer of the vroperties and the
icsue of 450,000.00 of common stock. TFollowing the further
hearing sn order will be erntered increasing the amount of 3tock
if tae evidence Justifies such an increase.™
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A Zurther hearing was had in the above entitled mattex
Yefore Examinor Fankhauser on November 17th. A% such bearing the
Commisesion irtroduced its Exhivit No. 1 which is s statement vrepared
by Paul Thelen, en assistant engireer of the-Commission, 3howing the
smounts that showld have been in the resexrve for accrued depreciation
of Senta lonica Bay Some Telepnone Company on June 30, 1924, using
a Zive percent sinking fund basis and a straight line basis for cal-
culating the deprcclation. Trhe former method results in s total
of ¥177,206.00 and the latter, a total of $243,431.00. The company
through its witnesses, re-effirmed its views on deprecistion, as
0riginally submitted at the nearing had on October 6, 1924. At such
hearing A. L. VWilson, consulting engineer for the company, Stated
that in his opinion the amount that should be in the reserve would
approximate the accrued dopreciation of $113,564.00 reported dy him.

At the hearing had on November 17tk applicants filed a
statemont (Extibit No. 9) in support of an alleged going concern value

$753,110.65. This is in addition to the value of the properties

subnitted at the originsl hesaring. Tre $73,110.65 4is segregated

the two items, namely developing dusineas $44,098.10 and losces
sustained during early development® period $29,012,55. 4s of qu-
tembor 30th the Sante lonics Bay Home Telephone Company reports an
sccuwmulated surylus of $92,924.é6. It is also reported that some
of the accounts of the company are incorrect,in that cost items whaich
should nhave been charged to capital account rave been included in
oversting expenses., To the extent that this is a fact, overating
exvenses, 1f the accounts had becn »roverly xept, would be reduced

and the unappropriated surplus accordingly increasel. There was no

eviacnce subnitted snowing that the company nras not recovered the
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losces which it may nave sustaired during its early nistory. Mbre;
over, 1L sny 3uch losses have been sustaired the losses were those
of the Santa .lonics Bay EZome Telephone Company, and not those of the
Santa Monioca Bayrwelephone Company, which asks poermission to issue
common stock, to acouire tae eguity in the properties of the Sants
Morica Bay Home Telephone Compsany.

On Novembex 2éth applicants f£iled a supplemental applica-
tion irn which they ask trhat Sante llonica Bey Teleyzore Company be
permitted o issue 3750,000.00 of common £tosk wpon the basis and

statements set forth in the originel spplication ané anendments there-

10,

The Commission has been advised that the properties of the

Sanva lonica 3Zsy Zome Telephone Compaay wore trancsferred to the Sante
vonica Bay Telephone Company orn December 31, 1924. Statements have
beon filed showing the cost of additions and betterments to the pro-
rerties from June 30, 1924, the date of the vsluation of the proper-
ties heretofore subaitted, to December 31, 1924. Tne Commizsion
has before it glzo g statexent of the lisbilities which the Ssnta
vlonica Zay Telepnore Company hss assumed, or will sacsume. ZHaving
considered tae evidence submitted in connection with thic proceeding,
we sre of the oplnion that the Santa ionica 3ay Teleyrone Compeny
should oc¢ permitted to isdue $5200,000.00 of common stock in adéition
%0 the $450,000.00 neretofore muthorized to be issued.

Wo are further of the opinfon that the campany should, in
opening 1tz accouwxts, set wup itz resexve Zor deprociation on a five
vercents sinkirng fund basis, in accordarce with the principles ap-

vearing in tre Commission's Exkivit No. 1.




IT IS ZZREBY QRIZRED that tae order in Decision Numbder
14258 dated November 14,2924, be, and it is hereby, amended so as
to permit Sante Mozica Bay Telephone Company to isswe ana sell st
rot less fban par $550,000.00, instead of $450,000.00, of coumon
BLock and use the proceeds to pay in part tiae ¢o3t of the properties
0% Sanve Monica 3Bey Zome Telepzone Comparny, or deliver such stock
ot 1ot less then par in part payzent for such »droperties.

IT IS ZEPE3Y FURTEER OXDEZED that the oxder in Decisiorn
Nunber 14258 dated November l4&, 1924, shall renain in full force
and effect, except az amended by this Second Supplemental Crder.

I2 IS ZERZ3Y FURTEZER ORDERED that the supplemental appli-
cation filed in the above entitled matter on November 25. 1924 ve,
apgs the same nereby dismisced without prejudice.

DATED et San Francisco, California, this 22
Jaxuery, 1924,
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Commissioners.




