Decision No. /‘J7C§ﬁ9‘;7

EZ RAIIROAD COMMISSION OF TEE STA&

Iz the Matter of the Application of
SANTA ZARBARA TELZPEONE CONPANY,

issue and sell its stocks and dondse
axd for autheority to construct an
exchange building and to purchase

telephone equipment.

)
)
)
& corporation, ZLox aumhoxity o )
)
g Lpplication No. 13740.

Chickering and Gregory,
by W. €., Fox, for applicant.

3Y THE CQMMISSION:

C2PINIOKXK

In this zpplication, &s amended at the hearing,
Sante Barbaras Telephone Company asks permission to issue arnd sell st
par $119,500.00 of common and $150,000.00 of six percent preferred
stock and to issue and sell at not less than 94 percent of their
face value oxd accrmed interest $380,000.00 of 5-1/2 percent bonds
to pay for the cost of constructing & new telephone exchange znd
office bumilding in Santa Barbara and Iimstall in vlace of the present
manual equipment automatic ecuipment in ssid city =nd to reimburse
its treasury on sccount of income expended for zdditiors and better-
ments. It also asks the Commission to approve the contract
(Exhibit No. 8) with Automatic Electric Inc. insofar as it involves
tae ¢reation of an indebtedness payable at more than one year after
date.




Santa Barbera Tolephone Company has smended its srticles
incorporation(Exhibit No. 1) and, sc smended, they provide for
suthorized stock issue of “700,000.00 divided into 7,000 shares
the par value o2 $100.00 each of which 5,000 shares are pro-

forred and 2,000 are common stocke The preferred sitock carries
dividonds et the rate of cix yercent per annum. Upon the peyment
of dividend on the preforred stock ut the rate of six percent per
gnmwr the compeany may pay dividoends or its common stock at the

rate 0X gevepn percent per annume. After the payment of ceven
vorcont dividend on the cormon stock, any additional dividends that

ray be declared must de diztributed equally between the common and

\
preferred stock. On Januery 29, 1925, spplicant in Applicetion

Yo. 5039 2iled a resolution o2 its bvoard of directors in which 1t
sgrees shat it will not, until the deficiency in its depreciation
roserve hss beonr made uwp, either increese the rate of dividend on
stock or payhany dividend which will reduwce its unap-
vroprieted surplus, as shown by its books below the sum of $150,000.
The company has $350,000.00 of preferred stock and $80,500.
0% cormon stock now outstanding. All of the outstanding stock,
excent shares necessary to gqualify diréctors, iz owned by The Santa
Berbarce Telephone Compeny orgenized uwnder the laws of Oregon. It
reports $418,650.00 of first morigege five percent and $275,000.00
02 5~1/2 percent gomeral end refunding bonds outstending and in the
hands of +he public. The sdditional $380,000.00 of bonds which
the compeny proposes to issue will be issued under its exicting
genersl and refunding mortiage.  They will bear Interest at 5-1/2

percent per anrum and mature on Jenuwary 1, 1946.




Lpplicant reports that it nhas expended Zor sdditions and
betterments to its properties the smm of $261,812.27, which heas not
been cepitelized. The cvidence is by no means conclusive that this:
sum has been expended from income as that term is used .in the Publis
Ttilities Lect. There is no doubt that a:éplicant 2ag invested
some Income in fixed capital, but the exact amount has not been
satisfactorily determined. We have analyzed applicants financial
stetementes and belleve that they show that it has invested in jts
properties ut lesst $150,000.00 of moneys obtained from esrnings and
that it should be pormitted to reimburse its treasury %o that extent.
The evidence shows thst all moneys realized from the issue of stock
for the purpose of reimbursing applicant's treasury will be unsed to
pay the cost of zdditionms and betterments waich mmst be installed
during 1927 or to vay iz part the cost of the new exchange building

and asutomatic equivment to which reference will presently be made.

In its Exhibit "B" gpplicant reports the cost of its
exchange building, cost of ieéonstmc‘ting its wire system aond ascquir-
ing snd installing sutomatic eouivment st $603,740.04. This amount
is segregated by the company as follows:-

$120,000.00
7,50'0. 00
1,000.00
4:,905.00 '
40,095.00 $173,500.00

2,191.62

317,747 .00
, 1,397 .66
814 .07
3,268.38
4.,,0'564.8:2-
500.00
16,818.00 :
4,437.50 $358,231.06

2,518.00

Exckange Building . . . .
Torniture & Fixtures . . .
Paving Construction. ... . .
Tnderground Construction . .
Underground Cables « . .

9 & & 3 0

Toll Equipment . . . .
Central 0ffice Zoulpment:
Coin Collecvor Tgoulpment.
Informetion Desk . . .«
Repalr Clerk's Desk . .
Test Desk (2.positions}) .
Intercepting Desk (2 positi
Switchboard Trumk Changes
?OBQXO Ch&nSQB-. - L) -
Coin Collectors . . .
Public Tdwcational:
Xomber Changes « .« .« .
Substation Changes:
8074 Dials Installed . . £3,195.90
1904 Telepnones Replaced. 12,956.20
5670 Telephones Converted 13, 338.89 $72.008.99

$603,740.04
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Applicant has entered into & contract with the futomatic
Zlectric Inc. (Txhibit No. 8) wnder the terms of which contrect that °
corpor&tibn will memfecture snd install for applicant auntomatic
equipment sdequaete to furnisk telephone sexvice to Santa Barbars at
g 008t of $3%7,475.66. It is believed that the new exchenge
equipment can be put in service sbout September 1, 1928. Lfter
it is put in service the vresent mammal ecuipment will be sold or
used in other exchanges. It is 2lso applicant's intention to
sell, if it can obtain s reasonable price, the real property on
waich its present exchenge and its presemt genersl offices are
Llocated. In ony event, upon the completion of its new building
and putting-iﬁto opersation the new exchenge, the vresent real pro-
perty will become non-operstive. The contrect (Exhibit No. 8) is
dated Lpril 11, 1927. Tnder the coxtract the f£inal payment,
$67,495.13, 1s due tairty (30) days efter written notice of comple-
tion of in§tallation,by the Lutomatic Electric Inc.

There can be no guestion but that applicant has need for

& new central office and exchange building. Its present exchange

building wes damaged by cartaquake, while its geﬁeral ozfices gr¢

located in temporary quarters, inm a building that was originally
coustructed for gerage purposes.

Santa Berbara Telepnone Compeny having aﬁplied t0 the
Rallroad Commission for permission to issue stock snd bondis in the
sxounts and for the purposes indicated iz the foregoing opinion, a
pablic nearing having been held vefore Examiner Fankhauser and the
Rellroad Commissionr veing of the opinion that the money, property or

labor to be procured or peid for by such issue is reasonably required




by applicaent and thet the expenditures herein suthorlized are not in
whole or in part reasonably chargeable 10 operating expenses or to
income and that tais applicatiorn should be granted as herein pro-

vided, therefoxe

IT IS HEEREBY ORDERED &s follows:-

1. SANTA BARBARA TEITPHONS COMDANY mey issue and sell at not

less then par om or before September 1, 1928,
$119,500.00 of common smd $150,000.00 of six percent
preferred stock and use $5150,000.00 of said proceeds
to reimpurse ite tressury on account of earnings here-
tofore exponded £oxr additions and betterments to ite
properties snd use the rema;nder of the proceeds to
pay in part thae cost of constructing tae neﬁ'telephone
exchange and office building; Install therein sute-
matic telephore equipment and other lmprovements more
particulaxrly dezeribed in spplicantts Exhibit "B™.

2. SANTA BARBARA TELEPHONE COIPANY mey issue snd Sell on or
before September L, 1928, at not less than 94 percent
of their face valae and ecerued interest $380,000.00
of 5-1/2 percent bonds due January 1, 1946, srd shall
use the proceeds obtalined Lrom the sale of such bonds
other than accrued interest taﬂpaf.iﬁ ﬁart the cost
of constructing the new telephone exchange and office
building and install therein sutomatic telephone

equipment, and the other improvements more particv-
larly described in applicant™s Exhibit "B7.

3. SANTA BARBARA TELEPECKE COMPANY mey cnter in%o a conmtract
with the Automatic Electric Inc. substantielly in the
same form aS the contract iled in this proceeding
and marked Exaibit "i".

5.




4. The suthority herein granted will become effective when
Sante Barbvars Telephone Company has pald the fee
prescribed by Section 57 ¢f the Public Utilities Act,
which fee is Three Huxndred and Zighty ($380.00}
Dollars.

5. SANTA BARBARA TELZPTONE COMPANY shall keep such recoxd
of tke lssue, ssie and delivery of the stock and
bonds herein asuthorized and of the disposition of
tke proceeds as will enable it to file on or before
the 25%h day of ecch month a verified report, ae
required by the Zeilroed Commission's General Crder
No. 24, wkich order, insofar as applicable, is mede

& vart of this oxder.

DATZED at San Francisco, Celifornie, shis 2 7 <"
day of June, 1927.

Commissioners.




