
In the Matter o~ the Application of) 
) 

S.Al~TA BA..':!BA..1U'.. TEIZ?B:OE CO!\,l? .. ~-Y ~ ) 
. } 

a cor~oration~ for authority to ) 
is~o an~ sell its stoeks and bonds) 
and for a~thority to construct an ) 
exchange bUilding and to pur~hase } 
telephone e~ipment. ) 

Chickering and Gregory~ 

Application No. 13740. 

b:v W .. C. Fox. for applicant. 

:sy TPX Ca.ocrSSION: 

OPINION' 

In th1S tlpp11cat1on~ as omendcd Sot tho hearing. 

Santa Barbsra Telephone C~sny asks per.mission to issue and sell at 

par $119.500.00 o:f common and ~~150.000.00 of six percent pret'erred 
stock and to issue and sell at not leas than 94 percent o:f their 

face value mld. acertt¢ interest ~~380"OOO.OO of 5-1/2 percent Do:c.ds 

to pay for the cost of constructing a new telephone exchange and 

office build.ing in Santa Barbara ~d. install in :place of the present 

ma.nual equipment automatic e'l.UipmeIlt in a.s.id. city and. to reimcrc:rse 

its treasury on account of income expended for additi~s and better-
menta. It also asks the Commission to approve the contract 

(Exhibit No .. 8) with Automatic :E:leetric: Inc. insofar as it 1nvolvea 

the creation of an indebtedness payable at more than one year after 
date .. 



S~ta Barbera Telephone Comp~ has amended its articles 

o~ incorporation( E:-:bi bi t No.1) and, as s.r.:enaed. they provide for 

an authorized ztock issue of '~700, 000 .00 divided into 7.000 shares 

ot the par valtte of ~·~100.00 each 0::: which 5.000 eh$.res sre pra-

farred ond 2.000 are common stock. The preferred stock carrios 

dividends at the rate of :ix percent pOl' annum. U~on the payment 

of dividend on the preferred stock at the rate of six percent per 

nnn~ the company may pay dividonds on its co~on stock at the 

rste o~ sevon percent pcr ~~um. After tho payment of zeven 

po!'cent di .... idend on the COl!'.!r.on ::~tock" any acldi tional di viaends that 

cay be declared must be diztribtltQd a~ually between the common and , 
preferred stock. On January 29. 1925. s,pp11cant in Application 

~o. 50Z~ filed a resolution of its board of directors in which it 

~grces that it vdll not, ~til the deficiency in its depreciation 

reserve hss beon made up, either increaso the rate of dividend on 

its capits.1 stock or paY~'l~ dividend wDich will reduce its unap-

propriated 3'O.r1'lu3:, as shown by its boo'ks below ,~he sum of, $150.000. 

~he company has ~~50.000.00 of preforred stock and $80.500. 

of common stock now outsta...."lOing:. All of the outstanding stock. 

exce~t shares necessary to ~ualify directors. is o\v.ned by Th~ S~ta 

E3roar~ ~elephone Com~~y org~i:ed under the lavre of Oregon. It 

::-eports $418.650.00 of first ltortge.ge five percent and $215,000.00 

o~ 5-1/2 percent general and. refunding bond.s outs tanding and in the 

hands of the Dublic. The additional f;Z80.000.00 of bonds which 

the cornp~ p:ro~oses to issue · .... il1 be issued under 1 ts oxisting 

,3onerai and refun6.1ng mortg$ge. They will bear interest at 5-1/2 

percent per annum and ~ature on Jcnuary 1, 1~46. 



Applicant reports tha.t it has e:xpended for additions. and 

betterments to its pr~erties the s~ of $261~a12.2T. which has not 

been ~piteli=~d. ~~e evidence is by no means conclusive that this 

sam has been expended froQ income as that term is uS'ad .in the- :Eubli~ 

'trtilitie-s Act. ~here is no doubt that applicant has invested 

some income in fixed capital_ but the exaet amount has not be~ 

satisfactorily determined. 'ife have anal:vzed o.pplicants financial 

stateJ:lents, ~d believe that they show that it has invested in ~ts 

propertie's: ~~t least $l50 ~OOO. 00 of moneys. obta1ne'd from earn1Dga and 

that it sh.ould be ~ormitted to rei:lbuxae its treasury to that e'Xtent. 

~e evidence shows that all moneys. realized froa the issue of stock 

for the purpose- of reimbursing spplice.nt" s. treasu-"7 will be used to 

pay the cost of additions a.nd betterments. which muS't be insta.lled 

during 1927 or to pay 1n part the co st of the new exchange building 

and automatic eqUipment to which reference- will presentlr be made. 

In its EXhibit "B" applicant reports the cost of its 

exehange buildiXlg. cost of reconstructing itS. ~ ... 1:r:e sys.tem nnd ac,quir-

~ and installing automatie e~uipment at $603~740.~. 

is segregated 'by the companr as follows:-

EXchange Building .. .. .. .. $120',.000.00. 
Fttrn1 ture &- F'ix"tures. • .. .. .. 7,.500.00 
PaVing Construc:t1on .. ...... .. .. • .. 1,.000 .. 00 
Undergrottnd Construetion • 4,.9'05 .• 00 
1Indergrottnd Cables. .. 40'2:095 .. 00 

To-ll Equipcent .. .. .. • • .. • 9_191.62 
C'entrsl O:ffice, 3"qo.1pmont: 

Co1ll C'ollector Zq,U1pment. .. .. .. 31'7.'_747.00 
Information Desk .. .. .. .. .. ,1~39'Z'.66. 
'Sepa.ir C 1erkr a Desk .. .. .. .. • 814 .. 07 
~est Desk (2_positions}. • .. • 3~268 .. 3S 
Intercepting Desk (2 pOSitions} .. 4. ,,0·55.8:Z 
Switchboard ~runk ahang~a .. .. 500.00 
l? .:S.X.. Changes.. .. .. .. 16,,81.0.00 
C'o1n Collectors .. .. .. .. 4,457. .50, 

Pc:.b11e Educe. tio:oa.l : 
NnCber Cbangea • .. .. .. • 2.,.518. .. 00 

Sttbstat10n Changes: 
.807~ Dials Install&[ • .. .. 4;3,195 .. 90: 
19'~ ~elephones Replaced. .. • • 12:,.~56.20 
56.70 !elephonea Convertea .. .. .. 151 338..89 

3. 

ThiS amount 

$358:,.231.05 

*"'12,. 008.99 

$:603.740.04 



A'.p.p11eant bas. entered into a; contraet with the. ..ta.toma. t1e 

:E:leetr1e I:cc. (E"xl:db1t No.8) Mdar the te-rms of which. contraet that· 

corporation will manufacture snd install for applicant auto:ma.t1c 

eqttipment- adequate to furnish telephone' serVice to Santa Barbara at 

a. Clost of $337,.475.66. It is believed that the new e'xchange: 

eqUipment can 'be put :in service about Se.ptember 1,. 1928 .. After 

it is put in service the present mnual eq:aipment will 'be sold err 

used in other exchangea. It is also applicant's intention to 
. . 

sell,. if it aan obtain a rea.sonnbl'9 J:'lriee. the real property on 

which its present exchange snd its present general offices a.re 
located .. In ~ event, upon th~ e~mpletion of its new building 

an~ putting into operation the new exchenge~ the present real pro-

pe~~y will become non-operative. The contract (EXhibit No.. 8) is. 

d.ated: April 11,. 19'27. Under the' contract the final payment,. 

$67,.495.13, is d.UG thirt;y (30) days. after written notice of comple-

tion of installation by th& Automatic Electric Inc. 

~~&re can be no ~uestion but that ~pp11cant has need fo~ 

a new central office ano. exchange build.ing. Its :present exchange-

btl,i.lding "'.'as' da.:lS.ged by oart'o.qo.a.ke,. while- 1 ts general office'li): e,r~ 

located 1n tc::%por6.ry qual'to:t"e. in a bU11dil:lS" that was or1g1ll8.1l7 

cOLStructed for garage' p~oses. 

OEDZR 

Santa Be.rbS;rB; Zelepholle C'onrpe.ny ha. v1:og applied to the 

Ra.ilroad CommiSSion for permission to issue sto·ck and bonl1s ill, the-

am~ts an~ for the purpose$ indicated in the forogo~ op1nion~ 8 

pu.blie hearing h~ving b'!ttm held 'before- EXaminer Fankha.user and the 

Railroad COmmission bc~ of the opinion that the money. p~opcrt7 or 

la.bor to be procured. or :paid. for by such issue is reasone.bly required. 

4. 



by appliesnt and that the eX2endi~es here~ authorized are n~t in 

whole or 1n part reasonably chargeable to operating expenses or to 

income and that tais application should be granted as herein pro-

vided. therefor~ 

IT IS ~~EBY ORDERED ~s follows:-

leaa than par on or before September 1. 1928. 

$119 .. 500.00 of common and ~~lSO,.OOO.OO of six :percent 

preferred stock and use $lSO~OOO.OO> of said proeee'a.s. 

to reimburse its treasury on aee01lllt ot earnings here-

tofore expended tor additions and betterments to its 

propertie'B, and use the ret:ainder of the proceeds. to 

pay in part the cost of constructing the new tel.ephone 

ezc-hange and. office building'; 1nst~ll t.b.ere1n e,14tC-

matic tele':phone eq,uipment and other 1mJ?rovements more: 

particularly dezeri'bed in applicant's ~ibit ""B"'. 

2. SANTA B.A:~ ~ELEPHOl~' C01!?.ANY may iseme and sellon or 

before September 1 .. 1928,. at not less than 94 percent 

of their.face valu.e and accrued :tnterest $380.000.00 

0'£ 5-1/2 percent bonds due January 1.. 1946.. and shall 
use the proceeds obtained from the aala of such bonda 

",- ~ ... " " 

other than aecrQea interest to pay in part tho cost 

o:f constructing the new te-lephone e:xchange and of:fiee-

building and in~tall therein autom~ti0 tel~hon& 

e~ipment. and the other t:p~ovem~t8 more parti~­
larly described in appl~cant~s EXhibit "B~. 

s. SANU ~ARA TE:tEPEO~'Z CO~!P.ANY may enter 1n~o a contraet 

with the Automat1e Electric Inc. ~bstantially in the 

same- form as' the contract filed 1n this proc:e&ding 
and marked EXb.:tb:ftt I'rAI'r. 

5 .. 



• ,.1, 

4.. ~e authority herein granted will become e~fec~tive when. 

Santa Barbara Telephone Company has paid the ~ee 

p:&ser1be~ by Seetion 57 of the Pttblie utilities Ac.t. 
which. :tee- is Three Hundred and :::::1ghty ($3S0.00) 

Dollars. 

5. SANZo! BA?J3A..~ TELEP.E:O~T CO]'~.A1.1Y shall keep such record 

o~ the is~e. sale ~d delivery of the stock and 
bonds herein authorized and of the' disposition o~ 

the proceeds as w11~ enable it to file on or be~ore 

the 25th day of a~ch mon~ a verifiea report. ee 

reQuired by the Re,ilroad C'ommisaion·s General Order 

No. 24. whieh order. insofar ~s. applicable,. is made 

a part of this order. 

2 ? ~...t;-DATED at San F'X'ancisco,. California,. this _.,oI;c..~ ____ _ 
day of J':me,. 1927. 

, . ... ' ~_r ," d' . ',~ _ j 

Commissione-rs. 
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, .. \ .... ,. "'" ..... ,' ":,. " 
.. ' :~ .. ,:- ...• -. " .'.~.'~' 

."",~ .. ~-, ~ , '~~··~·~~f~: :,::,:.~~: 
..7' .....e.<' r.;.' 1.:._ I: ,) 
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