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!)ecizioll No. I'-!.,J:Z r . 
3EFO?E ~53 ?.1.!IaO!:D CO'~'!ISSIO!; OF :rS S:rAlZ OF C.~.LI!'O?NI.l. 

In the Matter of the ~p,lication of ) 
?EDOIrnO EC~ TELE?EONZ CO~.t1-"'IT, a ) 
oo~orat1on~ ~or an or~er authoriz- ) 
ing the iSSil~ CI ca~ital stc~k. ~ 

D. Joseph Coyne 9 for A~~licgnt. 

EY ?.aE CO:.1:!ISSION: 

o ? I N I 0 !f 

In this application.as amended at the hearing had 

oofore Examiner ~ankhauser.thc Railroad Commission is aSked to 

mako a.n oreler a.utho ri:zing Redondo ZO::lO Telephone CO::'lPI~ -

1. To i~sue end sell, at such price as tho Commission 

m~ fix, 1000 shares of its seven percent c~ulativc p,referrod 

stock. of tho sggregate par v&lue of ;~OO,OOO.OO for' the purpose 

of ac~uiring and inst811~ additional telophone 9ropert1es, and; 

2. To izsue 600 shares of its co=mon cep1tal stock, of 

the aggregate par vaJ.ue of :j60,000.OO, as a ztock d.ividend to its 

prezent stockholders. 

Red.ondo Eo~e Telephone Co::'l~any was org~~zed on 

or about l:arch 21, 1905, with a total authorized capital stock 

of $40,000.00 0::' COlll'Il.On ztock, all o:Z 'Ilmch. heretofore has been 
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issue~ and is outstanding. It appesrs that recentlY the a~tA-

orizea stock issue has oe~ increase~ to ~250,OOO.OO ~1vided into 

.;100.000.00 of COr:mlon &10. :~;150.000.00 of seven yercent cUI:lulative 

preferred stock. In tho applioation as originally filed, a~pli-

can~ asked ycr.nission to issue ~~50,OOO.OO of preferre~ stock ~~ 

~60,OOO.OO of ca.r~on stock. 

A~plic~t operates a msnual telephone exc~~ge in the 

City of Reaondo Beaoh, furnish~g exchange service throughout 

the Cities of Redondo Beach, Zer.00sa 3e~ch and :~att~ Beaoh 

and ciking available to subscr10ers tol1 or long distance service 

over the linea of tae ~n1ted States Long Diztsnce ~elQphone and 

~elegraph Company an~ The ?~cific Telepho~e and Telegra:9h CO~anJ. 

The Commission ~ Decision NUQber 13862 dated ~u~st 2. 1924, in 

Application Number 9560, reviowea the rates charge~ by ap~licant 

an~ found the service rendere~ by applicant inadequate. 

from the decision:-

Q;u.ot1ng 

n .b..:9plicant's pla::.t az a whole is. ~:ld. has been for some time, 
ver.1 congested and overloade~. New subsoribers oannot be fur
nished service cxce,t in case of a vacancy resulttng from & dis
continusnce of an existing service or by degra~ing an existing 
service. To relieve this co~d1~io~ and in order that appli
cant will be in a position to ren~er a service which the sub
scribers an~ public are entitled to e~joy_ i~ will be re~uired 
to make immed.iate e~ansion and. s.o.c.it ion to its present :plant. 
Applica.n-: has definite plans prond.1:cg for an increase 1!l its 
~lant, which it believes will correct the present conditians 
and e:l$ble itt 0 take ct\!',e o'! the 'Oresent and future demands 
of service. -

~~plic~nt hes alread.y contracted for ad.ditio~al central 
office ~o.u1,ment ~~ ~seociated aDparatus~ c03ting approxi
:r.atelY ::;9,000.00. and which it contemplate:;' will be installed 
d.uring the lat~er part 0:: t:bis ~rear. Tee installation of 
thiS ooard saould. uffora the necessary relief re~uired in cen~ 
tral office c~pacity. ~pp~icantts ~lans ::or outsi~& ~lant 
construction, inc1u~ing aerial and und.erground cable and su
bu.rban construction,. will involve the expenditure o:t $05. 000. 
c.:ad. these facilities will be installed d.uring the years 1924 
and 1925 as the neeas tor service aem~a. Z~ese figures have 
bee:l checked and. ! am of the o,inion that ap:91icant will be 
rcq,uired. to cXl'end. at least tilis amou:o.t to "bring its. :pls.nt 
~to a condition that zatisfacto:~ zervice may be rendered. ~ 
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~~e Co~ie:io~'s deci8ion authOrized the com9ar~ to ~akc effec-

tivecert~~ ~o~ificatio~s ur~d adju$t~c~tc to it~ r~te schedule ~~~ its 

co'1l1d. be !.l[;.j.<lc only U90r. cO!::l'letion of such ae.d.1t10%:.3 and. chlJllges in the 

company":3 telephone plant Em,a. s:,v'ste:: as \'loUl6. result in e.dcCJ.u.ate service 

being give%:. to erlsting Zu.b3crio~rz ~~ in all reszonable dc~ands for Ccr-

Such relief is necessary and upo~ the iss~ance 0: s supple~entel order 

by the CO:::J!!lisc;1o:c. 

issue 8...1'lc. sell :orefe:::-red. stock to fina.nce t:he pro!,oseci exper.6..i tures of 

a,prox1~ate1y $74,000.00, referred to ~ the ~o~er decision of the Co:-

:liSS ion. v;hiO:b. a.rc thought neces::::.ry ':;0 r:,lsce the ,rope rties in a. 1'031-

tio~ to give ade~~ate service. 

Moit No. 6 filed i!l A,p11catio:c. 1U!:1ocr 9560 as folloi1S:-

Switchboard(twoposttiona) ~~ associated a,r,nr~t~8. as per 
contract ':lith St:::-o:::lber3-'~o.rlson Te1c);)hone :.:rs.~s.cturing 
Co. :plUS cost of 1nSta11atio::l ..................... .. 

Jndcrground cond~it ad~i~io~f 10 co~crete ~anholes with 
connecting cond.~i ts • .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. , 

Cozt of underground. cable on rack and in d~cts .. .. .. • 
Cost of buried cable,by sections-

'3$oe line sO'll~h,on 3roa.c. ... ,ZlY-?edondo ......... ?S,319 .• 89 
3az~ line north,on C~~o Reaa 31vd.,?edo~c.o 

and Eer.mosa..~l~ First,~ill,Sccond,S~~t 
end ad.j acant streets to Neptune Ave .. ,~ Harnoss.. 
to ::;erve :I:anhattan • .. .. • • .. .. • .. .. .... 18.595.47 

Lateral on Opal Street .. • • .. .. • • • .. ... 412.92 
Lateral on Ruby Street .. .. .. • .. .. .. .. .. .... 470.50 
L~teral on Sap~hire Street .. .. .. • • .. .. .. .. 98.87 
Latera.l on Z',~areuerite Street .. • .. .. .. • • • 589.24 
La.teral on Ca::l1zl0 aeal, Redo::.do .. .. • • .. .. 7519.46 
~ateral Otl Camino. Real,lst to 14th .......... °4,934.97 
~atera1 beyond 14th St •• Ca~ino :'eal,Rer.mosa 222.92 
Latera1.Car.o.~o Real to 10th 0: S~'!I:!lit .. .. 1,387.43 
Lateral,lOth & S~it,nort~ in ~ermo3a .. .... 1,493.18 
La.teral froe:!. :~:a.nllole ·:folO,?ed.on~o .. .. .. 1,. 794.S7 
Verious suo-laterals .. .. .. .. .. .. .. .. .. .. 569.84 

~otal tor ouried cable .. .. .. .. .. .. 
Terminals on above cables .. .. .. .. .. • • • • .. .. • 
roles used a.s ~istributing poles in blocks .. .. • 
.Anchors and guys .. • .. • .. • .. .. .. .. • • • .. .. .. 

~orne.rd .. .. .. . . . . . . . . 

$9',.118.15 

2,500.00 
7,367.01 

30,469.56 
5.011.45 
2,620.44 

327.00 

$61,,4ZS.61 



'!:Io ........ "' .... • .... -., I' 'Z'Z "'l .I: ............ 0. • .. .. .. .. .. .. • • .. .. .. .. .. • • .. .. .. .. '1:>0"" ....... ...,.Q 

S~b~ban construction: 
Gilletto i:~:snor, Ylaltcria, etc. 
~ied cable .. • .. .. .. • • • .. .. 
Terminals .. • • .. .. .. .. .. .. .... 
Poles .. .. • .. • .. .. .. .. .. • .. .. 
Ancho:"s end gu.ys .. .. .. .. .. .. • 
225 cros$a.r.:ls,~ 16 pi;nz .. .. .. • • 
3c.cJ::bores • • • .. .. .. • .. .. • .. 

$3,256.44 
212.41 

1,785.2' 
244.25 
805 .. 50 
l5.00 

Wir~;), 100 miles #1.2 i:-on wi re, With 
inzulators, etc. • .. .. 3,236.00 

Total suburban constructio~ • .. .. 
Contingcncics~ 5 ~crcent .............. .. 

Total ............ 

9.554.84 
3.543.42 

~~74,531.87 

T. A. ~ould, applicantts ,=esicient, believes that it v~ll 

ro~~ire Qoro than $74,531.87 to ac~u~re and ~not~~ the forcgo~e 

property. Por this reason the comDany asks a~thority to issue and 

sell $100,000.00 of preferred stock. It .:ls:.cs :9 el!lI1ss1on to aell 

s~ch stock ~t not loss than 95 percent. of par value and to use, if 

necessary, fi va percent of the pur val.ue ot stoc~ cold. to '9ay com-

missions an~ selling expenses. As no definite SAowing was made 

of the necessity for making additionaJ. ex,e:c.c.it·i.l.res the order here1l:l" 

while suthor1z~g the issue and sale of ~~OO,OOO.OO of preferred stock 

at ~he pri~e re~ucsted. Will ~rovide thst net prooeeds in excess of 

$74,55'.1..87 may be expended. only a.s hereafter a.uthorized. in supple-

:::J.entaJ. orders. 

As of November 30, 1924 ap~11o~t reports its assets and 

liabilities as follows:-

(See following page) 
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ASSETS: 

Fixed 08.:91 tal • .. • .. • • .. .. • • 
Cash • • • • .. .. .. • • .. .. .. .. .. 
3ills reoe1v~ble ........... .. 
Acco~tz receivable .. • .. • .. .. 
~teri&l and au,plies • • • .. • 
?re~ayme~ts .. .. .. • .. .. • .. .. 
Unextinguished d1scount(Stock} 

$136.665.55 
1.984.85 

158.22 
7,304.23 
2,787.00 

251.86 
28.793.8l 

Total aseets ••••••••••••••••••••• $ 177,945.88 

LIA3~ITIES: 

Ca!)ital stock ............ .. 
Pu:c.cled cle-ot • .. .. .. • • .. • • 
Accounts ~syable • • .. • • • 
Ac onal s • .. .. .. • • .. .. • • .. 
Reserve for depreciation • 
Surplus ~ppropriated • .. • .. 

:;; 40,000.00 
70,000.00 
12,392.27 

717.94-
39,,353.95 
15,481.12 

~ote.l liabilities .............. :~'l77t945.88 

In sup~ort of the re~uest to issue $60,000.00 of co~on 

stock, as a stQck dividend; the compgny r090rts that since its 

incol":P'~rs.tion, in 1905, no dividends have ever 'been paid to the 

holders of tho ~.O,OOO.OO of stock outstanding" and that moreover 

since such stock was issued. over ~~OO.OOO.OO in pro~ort.1 has 

been u~~ed to its assets. 'iJb.ile 1 t ma.y be ·true that the assets 

of the com:9e:lY ha.ve 1ncl"eased. by "O.ore then ~'lOO,. 000 .00, 8.:9P11-

cant'e balance sheet shows that more than eighty percent of the 

added assets ... 1e=e s.cq.1lired th:'ough issue of 'bondS or other illdebt

e~~e3s .an~ the invest~ent of moneys represented oy the reserve for 

This Commisoion considers liabilities a.s 

part of the capitalization of properties. 

An issue of stock for the purpose of ~aying e dividend 

is limited by the amount of money. not obtained from the issue of 

stock, conds or ot~e= evi~ences of indebtedness e~ended for the 
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~ur~oses mentioned iu Se~tion 52 o! the ~b11c Utilities Act. and 

by the a.=lount of un~!"ropria.ted corpora.te sUI'!'lus. .n.:oplicar.t's 

representatives a.~itted thet the a~ount of ~ividend declared 

could not exceed. the =eporte~ surplUS ($15.481.721- on Novemb"cr 30, 

1924. It was urged by thc~, howeve=~ that the Commission should 

permit the sale of the stock at a discount so that the pa.r~alue 

of common stock issued woulQ exceed the a~ount of the su~lua. 

In our o,1nion, applicant's bal~ce zheet does not j~st1fY such 

So -orocedure. ~he orde= herein ;7111 authorize app11c~~t to izsue 

;~~15 .~OO.OO of common stock a.t par to rE)i~burse its troas"J.%'Y, be

cause of e~~ings o~ended for the ecquisitiO~ of ~ro~ertie3. 

After such reinlbu.rce~e!lt ~'he :~19,~OO .. OO ~e.y oe distrib ...... tod. as a. 

stock dividand. 

C::'D3? 

Eedondo Eomc Tc1e~hone Comp~ h~ving applied to the ~ail

roud Commission for per~ission to issue $00,000.00 0= co~on stock 

an~ ~lOO,OOO.OO of ~referred stock. a ~ublic hear~g haVing been 

held ana. the Co:n=.issioll coin; o:! ~b.e OF inion that the money. 1'ro

,erty or l~bor to be procured or paid tor t~ro~gh the issue of 

;)15.400,00 of COr.l..'!on ::tock e::/i :;100.000.00 of ,referred stock. is 

rca.sonaol~' re~uire~ for the ,ur~oses :;:paci~ied herein ~~d. that the 

expendi tures for S1A.c~ ,u:r:P0sos are not :tn 'Whole or in ,art reazon

ably cnargeable to operating ex,enses or to inco~e, 

I~ IS ,:~R~EY O?D~RED tha~ ~odondo Eome Tele~hone Co~~a.~ 

oe, and it i3 ~creby, authorized. to issuo from and after the dat~ 

6-



herecf" B..'rld o.n. or oefore Dccc!J'lbe.r 31, 1925,. $l5,?OO.OO ot its com

mon 3toc~ e.:ld. ;)lOO~ 000.00 of i tz sevo:. :)crcent cil."!lulnti ve ,referred 

T~c authority here~ grante~ iz subject to the folloWing con

ditionc:-

l. ~hc :~15 .400.00 of eO:l."llO::l ;;;too1: herein o.u.thor1zea. :::hall 

00 iZ3ucd at par to re~burse the ~OQPsny'S trcas

u:ry on accoU!l! o:~ income in7cstod.. in ,ro:perties 

,r~or to Novcoocr 30. 192~. 

~c~~, such stock m~ ce ~istributed as pc~itted 

Ull~ directed oy l~w to the Aolders oi outst~d~g 

2. 1'::'0 $100,000.00 0:: lJ:'c!':lrrec1. stock herein au.thorized 3:c.c.ll 

be 301d ~t ::lot le3s thun 95 pc=ce~t. o~ par 7alue. 

Of tho',roceeas the co~pany ~ay use. if nece~zar.7. 

an amo~t ::.ot oxceediJ:g five ,crec:.t. of tho ,ar 

valu.e of stock ~old to ~ay commisSions ~~d ot~0r ex-

fle:.sez incide~t to tlle sale. 

,roceeds the co:pa:y may use not exceeding $74.531.87 

to finance the cos; of the oxtensions, additions ~d 

betterreents. to ',1hic:!::. rc~ere:lee is mo.d.e in the opin-

io~ r.hich proc~~es ~his order. 

coeds ani sUQc.part of the five per~e!lt not ~sed 

to -pay co:~ies ions ~lr..d. o~b.e::, c:"";9o:c.ses inc16.o::lt to 

tho zalc of the stock m~' be expended only as here

ufter autAorized by ~h0 Co~iseion. 

z. ~pplic~t Shall ~cey such rccor~ of the iseue
p 

sale and 

delivcr,y o~ the stock herein aQt~o::'ize~ and of the 

c:.iel'os1tiOl:l of tho :r,:roceed..s as will ena.ble it to , 

file on 0::' before the 25th day of e~c~ ~o~th aver-
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General Order ~o. 24. which order in so ~ar as a'9liceolo, 

is ~ede a ,art of thiz or~er. 

1925. 


