
LM 

Deois ion No. I'-/- 4 '!? . 
BE!O?E T:5.Z ?..A.ILP.O~ CO:::nSSION OF TEE STA~ OF C.P.LlFO?!I.TIA 

In the !.iatter of the Application of ) 
S~~.A. MOnCA. BAY TF.I."M?EONE CO!eA...l<fi ) 
for authority to create a bo~ded in- ) 
~ebtedness of $10.000.000.00. to ex- ) 
eC1!te s. deed 0 f tJ:"C.st to secure the ) 
same, to purchase property, to is~e ) 
stock and bonds 1'or cash and property } 
an~ to operate under various fran- } 
chises; of Sante. :!I!onics. Bay Eome Tel- ) 
ephone Com:pELllY :fo r author i ty to sell ) 
its property for stock of Santa. l,~o:o.i- ) 
os. Bay Telephone Company. ) 

BY ~EE COJ~aSSION: 
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The Commission by Decision Number 14258 dated November 14, 

1924, authorizEld Santa l!onic.a. :Bay Telephone Compa:oy to issue. sub-

ject to the terms ~d con~itions of such deciSion. $450,000.00 of 

cornmon stock and $l25,000~OO of seven percent preferred stock and 

$830,000.00 of six !,ercent bonds. By such deciSion the Commiss~on 

aleo a.uthorized the Santa !ironies Bay Home Telephone Com:9s:rJY to trans

fe:: 1 ts p roJ)ert1es to the Santa :.ronios. Eay Telephone Comps.,ny. 

Referring to the issue of common stock the Commission in 

its decision saya:-

I lTSanta ~!on1c,a Bay Telephone Cor::.paDY askS permisSion to issue 
:;;;650,000.00 of common stock' together ,,71th stock .i·ssued a.t its ,ar value for addi tions and extans ions from J'Uly l~ 1924 to 
~~te of transfer and accounts receivable on the date of trans
~er' of the properties. TAe $O~O.OOO.Oo was a~parentlY ar
rivod at 'by d.educting from the estimated. rer>rod ... etion cost new 
less depreciation rc!,orted 'by A.L.·~·ii1son, the liabilities to 
'be assumed.. Inasmuch as a :further hearing Will be had in this 
~atter ~d the question of accrued depreciation an~ the amount 
that shoUld be in the reserve for accrued depreciation consid
ered at such hearing, t4e Commission will not at tLis time 
authorize the issue of ~oO,OOO.oO of co~on stock. The order 
herein "7111 :9crmi t of the trane:fer of the properties SIlo. the 
icsue of V450,OOO.OG of co~on stock. Following tho furtAer 
hearing an ordor vdll be e~tered increasing t~e ~ount of stock 
if the evid.ence justifies s~ch an increaae. w 
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.A. ~urther hearing wa.s had. in the a.bove anti tled tlstter 

before Examiner Fa:ckha:a.sor on NoveII!o er 17th. At such hearing the 

Commission 1:c.troduced. its Exhi'bit No. 1 wh.ich is a. statement ~rep8.red 

by Paul Thelen, an assistant eng~eer of the Commission, sho~g the 

amounts that shoUl~ have been in the reserve for accrued depreciation 

of Santa :r.on1ca Bay Some Telephone CompaIlY on June 30, 1924. u.s1ng 

a. ~1ve percent Sinking fund basis and a 3traigAt line basis fo r cal-

cUlat~g tho depreoiation. The former method resUlts in a total 

of ~177,206.00 and the latter, a total of $243,43l.00. The co~yany 

through its Witnesses, re-affirmed its views on depreciation, as 

originally submitted at the hearing ha.d. on October 6, 1924. At such 

hearing A.. L .. WilsOll, consulting engineer for the compa:c.y, stated 

tbat in his opinion the az:lount that should be in the rese::ve woUld 

approximate tho accrued dopreciatio~ of $113,564.00 reported by him. 

At the hear~g had on November 17th applicants filed & 

statement (EXhibit No.9) in su~port of ~ alleged going concern value 

of $73,110.65. ~Ais is in addition to the value of the properties 

as submitted at the original heari.:lg. The :~73,ll0.6,5 is segregated 

in the two items, n&~e~ developing ous~e3S $44.098.10 snd losses 

sustained. during early deve1o:pment :t=e riod $29,012.55. As of Sep

tember ZOth tho Santa Monio8 Bay Eome Telephone Comp~ reports an 

accumulated surplus of $92,924.66. It is also reported that some 

of the accounts of the caupa%lY a.re 1ncorreet,in that cost items which 

sllo;zJ.d have boen charged to capital account have been inCluded in 

o~era ting ex;e~es. To the extent that this is a fact, operating 

e~ensea, if the accounts had been properlY kept. would be red~ce~ 

~d the unappropriated surplus aCCOrdingly increase~. ~Aere was no 

eVi~once s~bm1tted shovdng that the company has not recovered the 
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los~es which it may have sustaine~ during its early history. More

over, if any such losses have been susta1ne~ the losses were those 

of the Santa ::onioa. Bay Rome ~elephone Compa:cy, and not ~hose o:t the 
• 

San t a Monioa. Bay ~elephone Company,. \, .. hich asks p erI:liss ion to issue 

common stock. to acquire the equity in the properties ot the santa 

!.!onioa Bay !fome Telephone Company. 

On Novembc~ 26th apylicsnts filed a suppl~ental ap~11ca

tion in wb.i~h they a.sk tllat Sante. l!oniea. Bey Tele,cone Company be 

permitted to issu~ :B750.000.00 of COln.'llon stock upon the basis and 

st~tements sot forth in the original application and amendments there-

to. 

The Co~i3Sion hss been ~dvisea that the properties of the 

San ta. :.!onioa. 3~ Eome Telephone CO!:lPa:.lY v/ore transferred. to tr.e Santa 

lironica Bay Telephone Comp.9llY on Decemb er 31,. 1924. Statements have 

'beon filed. showing the cost o~ a.d.d.i tiona and.. bctt cr.nents to the pro-

,crties from June 30, 1924. the date of the v~luation of the proper-

ties heretofore su.b~1tted, to DecQ~bcr 31. 1924. 

has before it also a 3t~te=cnt of the liabilities which the santa 

:.!onica. Bay Te1e,ho21e Cocl'any hez assu:ned, or 1/111 assu:a.e. :S:a.vi!l.g 

coneiaered the evidence submitted ~ connection with thie proceeding. 

';\'e are of the opinion ~:a.a.t the Su::.tD. !',Zoniaa 3ay Z'elepholle Co:::.pa::Jy 

should DC permitted to i3~ue $200.000.00 of common stock in a~dition 

to the $450,000.00 heretofore anthorized to ~e issued. 

ITa are fu.rtb.er 01' the 09i:l10:l that the c a:lpany sl::.oUld. in 

opening its a.cco~te, set up its reserve tor deprociation on a five 

percent. si::1.ltillg func. 'basiS, in accorda.:c.ee with the principles ap-

pearing in the Commission's Exhioit No.1. 



, IT IS Z::~3Y O?,.:):::P3D t!1at tb.e o::-der in Decision Number 

l4258 dated November 14,m924, be, and it is hereby, ame~ded so as 

to permit Santa ~o~ica Bay Telephone Coopany to issue an~ sell at 

not less than ~ar ~6509000.00, ~stead of $450,000.00, of common 

s,tock anti. u.se the proceeds to !;>ay in part tile coat o:f the y ropert1es 

of S~ta Mo~1ca Bay Eome Tele~hone Co=pe~y, or deliver such stock 

o.t not less then par in ,Ia.rt ljayment for such properties. 

IT IZ ~~~?E3Y ?J.RTF.:8 03DE?ED that the order in Dec1aion 

Nuooer 14258 d~te~ November 14, 1924, zhall remain in full force 

an~ effect, except as amended by t~is Second Supplemental Order. 

I~ IS :3P33Y !'t1?.TE.!!R ORD:sP.ED tha.t the SUPl:Il e:nental appli

cation filed in the above enti~led ~atter on November 26, 1924 be, 

an~ the slJ."lle is hereby 6.ism.issed without prejudice. 

DATE!) at San Prancisco, Califorma, this 

J allue.ry, 1924. 

/tc.. 27 day of 

Co:ci ss ioner s. 


