Deciglon No. B B U a B NAH:

BEFORE THE RAIIROAD COMMISSION OF THE STATE OF CALIFORNIA

In the metter of the application of
SANTA BARBARA TELEPEONE COMPANY for

an order suthorlzing the issue of
capitel stock ond bonds, the execution
of & deed of trust and operation under
various frencnises; of HOIE TELEPEOND
& TELEGRATZE COMPANY OF SANTAL BARBARA
COUNTY for an order suthorizing tkre
sale of its property to SANTA BARBARA
TSIEPEONE COMPANY:; of HOME TZLEPHONE &
TEIEGRAPE COMPANY OF SANTA BARBARA for
ex order sutkorizing the sale of its
proverty to SANTA BARBARS TZIZPECONE
COMPANY; of SUNSET THLEPEONE AND TZLE-
GRAPE COMEANY for an order suthoerizing
the sale of its property in Santa Bare
bers County and a vart of Saen Iuis
Obispo Cownty to TEZ PACIFIC TELEREONE
AND TEIEGRAPE COMPANY; and of [EE
PACIFIC TSLIPHONE AND TEZEGRAPE COMPANY
for on order authorizing the sale of
certain of its yroperty to SANTA BARBARA
TELEPEONE COMPANY. .
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2illsbury, Madison & Sutro, by H. De Pillsgbury,
and Jomes T« Shaw for The 2acific Telephone and
Telegraph Compeny end Sunset Telephone and Tele-
graph Compeny.

Chickering & Gregory. by Allen L. Chaickering, for
Home Telephone & Telegrsmph Company ¢f Santa Barbaras
end Eome Telephore & Telegreph COmnany of Sants Bar-
bara County.

Frank L. Rabe for Scnta Barbars Telephone Company.

TERIZY and GORDON, Commissioners.

A ]

CPINIOXN

This is a proceedirg for the consolidation of the
properties of three telephone companles operating in Santa
Barbare County, with the exception of cortaln toll property
0f The Pacific Telephone and Telegrsph Compeny. |

A public hearing in thie proceeding was held: in
Sante Barbers on September 12, 1¢ 16.
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The petition hereirn slleges, in effect, that Santa
Barbara Telephone Comperny, Home Telepkore & Telegrepyh Company of
Senta Barberse County, hereinsfter celled the County Conpany,
Home Telephone & Telegrevh Compeny of Sante Barbara, hereirafter
celled the City Company, and The Pacific Melephone snd Telegraph
Compeny, hereinafter cslled the Pacific Company, sre 21l Cali-

fornie corporations suthorized to engege in the telephone busi-

ness; that the financlal condition of petitioners is set forth
in tkhe petition; thet the Sante Barbare Company desires to ac-
quire tho propertles of the other three petitioners, as more
specifically described in the potition and exhibits attached
thereto; that the Sante Barbere Compeny desires to issume e por-
tion ol 1ts euthorized capital stock and bonds for cash snd for
the proporty of the other three yetitiorers, s specificel 1y
set forth in the petition:; that @he "velue™ of the physicel
portion of the property to be scquired from the County Company
ard the City Compeny, not including certain additions mede sub-
seguent to June 30, 1915, is $487,818.36; that the "value™ of
the vrhysical property to be acguired from Pacific Company is
‘$341.702.96; thet the Sante Barbhere Compeny &esires to suthorize
& bonded indebltedness of the face value of ﬁ?OO;OO0.00, to be
secured by deed of trust; thet the County Company, the City Company
end The Pacific Telephone and Delegrapk Company ere respectively
the owners of properties gpecifically describved in the petition
and in exhidvits stteched thereto; that the properties to be ac-
quired from the County Compeny and the City Company ere subjeot
respectively to deeds of trust and to bonds secured thereby in
the amounts specified in the petition, and that trhe Santa Barbare
Company desires to refund seid bonds end to discharge the lien |
’ of seid deeds of trust: and thet the Scata Barbars Compeny desires

to issue ore share of its capital stock to each of its five

directors.




The potition esks the Reilvoed Commission to meke its
order ag Lollows:
| (1) Aunthorizing the issue by Santa Barbara Company
of 1ts bonds of the face velue of $100,000.00; to be sold for
not less *ken 90 per cent of thelr foce value, pius acerued
intexest;

(2) Authorizing the Sante Barbere Company to lssue
to %he City Compeny its proferred capitel stock of the per velue
of $88,000.00 and its common capital stock of the par value of
$66,000.C0;

{3) Authorizing tke Senta Barbers Company to issmue
to the Pacific Company its vreferred capital stock of the par
value of $515,500.00; |

(4) Authorizing tho Ssnte Barbara Compeny to issue
to the preseat holders of bonds of the Comaty Compzny, bonds of
the Sante Barbara Compan& of thre face value of $127,500.C0 zné
to the preosent holders of bonds of the City Compeny bonds of the
Sante Berbsre Company of the face velue of $169,000.00;

(5) Authorizing the Sonta Barbars Compeny to create
& bonded indebtedness o2 the fece value of $700,000.00; and to
" gecurc the same by deed of trust;

(6) Authorizing the County Company and the City
Company to sell their entire vroperty except their right to be &
corporation, to Sente Barbare Company, suthorizing the Pacific
Compeny to sell a specified portion of 4i%ts property to the Santa
Barbara Company, and cuthorizing the Sants Berbars Company to
purchese and thorcafter operate said properties;

(7)  Authorizing the Santa Barbara Company to acquire
tno capital stock of the Couaty Compgny, and esuthorizing the
City Compeny and the Pacific Company 4o scquire capital stock of

the Sante Berdara Compeny;

(8) Authorizing Santa Barbers Company to issue 1ts
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bonds of the face velue of $1000, $500 and $100, respoctively,

in excherge for its bonds of lower denoninations when hereafter
requasted by the holders of such bonds; |
(9)  Authorizing Sante Barbara Company to issue ono
shore of its common copltal stock to each of 1ts five directors.
The subject matter of this opinion will be considered
wnder the following roads:
Telepbone competition in Santa Barbars Couwnty.
fhe Pacific Telephone and Telegraph Company.
Home Tolephone & Telegraph Company of Sante Berbeara.

Fome Telephone & Telegrsph Company of Santa Barbara
Couvnty.

Sunset Telephonc and Telegrapir Company.
Desire for consolidation.
Tlan of consolidetion, financisl and physical.

Franchises.

Conditions after consolidestion- balance sheet,
service, rates, revenues and expenses.

1. DTZIEPHEONE COMTZETINION IN SANTA BARBARA COUNTY.

Sunset Telephone snd Telegraph Company, the Pacific
Company's nrnleséor;x, ovnod and operated & local and long dis-
tence tolephone service in o limited portion of Sente Barbdara
County at 2 time, not definitely shown in the record herein, prior
t0 the incorvoration of the City Company end the County Compeny,
the two "Home" compenies. The téstimony shows that the same failure
to give just =nd reasonsble service which caused the incorporation
of THome™ componies in other sectlions of California caused thre
estéblishmept of the City Compgny and the County Company in Santa
Bardbara County. In that portion of Santa Barbara County whicb
was ot the time being served by Sunset Telephone and Telegraph
Company, gerersl complaints exlsted with reference to the service
of Sunsct Telephone aond Telegraph Compeny, 1ts failure to make

desired extensions and its general pollcy toward the publiec. A
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group of Sants Barbare céﬁitalists saw in this condition an
ovportwnity to establish B compotiﬁg tolephone compdny in the
City of Santa Barbare.

ont Y SR TIAT pipgag Soororter o By 3
1904, /mith 500 telephones. In eaddition to its Sente Zerbara
exctange, the bity Compony ecteblished an exchange ot liontecito
ip 1904, ot Carpinteris in 1906, snd at Goleta in 1811.

In oxder %o carry on its business more successfull&,

the City COmpany'conc;uded that 1t would be necessary t¢ estab-
1isk toll lines and locsl oxchanges in Sante Barbara County out-
side the City of Sants Barbarzs and its enviromments. Accordingly,
on Anguét 28, i906. the City Company caused the Incorporation oX
the County Company, which company commenced operations or May 1,
1907. The County Compaxny's original installation included & toll
1ine from Sants Barbara to Santa Maria, with loops to Lompoc and
Gusdelupe snd exchanges at Sante Ynez, Los Olivog, Los Alamos,
Orcutt, Sante larie, Guadaslupe and Lompoe, all in Sants Barbarae
Cownty. A year or two later, the Los 0livoes exchange was c¢ut
into Sants Ynez exchange and the Orcutt exchange into the Sante
Meris exchange.  The territory served by the County Company, out=~
side the cities or towns of Lompoc, Santa Maris end Santa nez

is the oil ané ferming district in the rortherly end of Sents

Barbare Countys

The City Compaxry and the County Company entéra& into 8

contract with United States Long Distence Telephone and @alegraph
Company for toll sexrvice tq and from points outside of Senta
Barbars county.' ‘

The entry of the City and the County Companies into
the Tield resulted in a period of severe competition between the
City end the County Companies on the one hand, snd The Pacifie
melephone and Telegraph Company on the other. The disastrous

offects of this competition on the finances of these compmnies

5




will hereinafter be set xorth. Wo mey illustrate the drastie

stepgsresorted to during this period of competition by drawing
attention to the fact that in ilts Santa Barbara and Lompoc ex-
changes tre Pacific Company reduced its rates for one party
rasidence service to $1.00 per montn and for two party residence
sexvice to 75 cents per month, whick rates we believe to be the
lowestﬁiggsthis clasa of telophone service obtaining in any por-
tion of Celifornia in eny community having the chbracteristics.
from a telephcune point of view, obtaining in these tWoeXchangess .
As ‘the result of this competition, the three telephone compsnies
involved foundvthamselves on June 30, 1915, with the telephone

stations in their verious exchanges in Santa Barbara County shown

on Table No. I.




TADLZ NO.I

TELEPEONE STAQIONS CONNZECTZD IN SANTA BARBL*
COUN 1Y JO TE S YoTEM O UEL ACLE

HOMz T N b Uomloeaer NY Qu
BLABARAL AND z~_o-r~ M LS PEONS & “zL;ch..;vIa com:ewy
0s mu\*f“ vmzw ST
AND CORAL o;thOhb T1TE- DUﬁLIE;?:r“”~QION°
”*Illhaﬁﬁb ON Jurne 30,.91b.

*
Eome Total

Pacific Comnany Commanies Stations.
fote uplicate ILxeclusive otal Duplicates.

Exchange Stations Stations Stations Stetione  Eliminated

CarpSntoria 81 40 41 172

Gaviota 6 0 0 0

Rofugic 1 0 1 0

Goleta 33 0 33

Guedalupe 26

Egrris Station -

Lonmpoc

Ios Alemos 32

Ios Olivos 24

Montecito 413
t“a Bardarsa 2 5 317

Sante Marle 551

Santa Ymez Y 0 85

Total 2215 2062 5058
Zstimated Duplicate Stations to be reteined in
City of Sants Berbars after consolidation

Zatimatod Total Stations, Dunlicate Statioms
(oxceps 35 in City of Samts Barbars) eliminstod

* Bstimeted for Jwne 30, 1915.




Detailed reference will hereinsfter be made to the
effect of this compoetition on the telephone companies which
engaged therein and to the desire for consolidation both on the
port of the telephone compenies and 0F the gemeral public in

Sante Barbers County resulting therefrom.

2. TEE PACITIC TELEPHONE AND TELEGRAFE COMPANY

The Pacific Company is engaged in a local and long
distance telephone business in the State of California snd else-
where. In Sants Barbears County, the Pacific Company operates
8 long distance business and has exchanges &t Carpinterisa, Gaviots,
Guadslupe, Las Cruces, Lompoe, Ios Xlamos, Los Olives, Montecito,
Refugio, Sents Barbers, Sante Maris, and Santa Ynez. ~ The
Pacific Company's exchanges at Gaviotz, bes Cruces, Los Clives
and Refuglo are exclusive. A4S sappesrs ITrom Table No. I, the
Pscific Company, on June 30, 1915, hed a total of 215 stations
{n Senta Barbara County, of whichk stations 2062 were exclusive.

The Pacific Company proposes 1o transfer 10 the
Sents Sarbare Company cortain franchise rights hereinsfter more
specificelly referred to, ond all its physical yroperty in the
Cowaty of Ssnta Barbars and in that portion of the Cowmnty of

San Luis Obispo which is known &8 Rexncho Guadalupe, with ihe

exception of tho following propexrty:
(e) The through toll pole lines.
(b) The trrough toll sexrisl wires, including
the Sents Berbars~-Sants Maria loop, which
is used as one of the physical loops on
which s through phentom circuit is set up.
{¢) The .subseribers’stations which are duplicated
by étations of the County Company and the City Company.
(é) The equipment in the offices at Wontecito,

Santa Ynez, Los Olivos, Lompoc, Los Alamos end Guadalupe.
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(e) The plant comprising the office entrances at
Yontecito snd Loumpoc.

The Pacific Corpany presented as 1lts Exhibit No. 13
herein, an inverntory and sppraissl of the company’s telephone
property iz Sante Barbdars County, invelved In the congolldstion,
as of June 30, 1913.

The amouwnts of money showz in the Paclific Company’s
Exkibit No. 13 are represented as being the "structural valume™ of
the property a8 of June 30, 1915. The Pacific Compeny defined
Tgtructural value™ as being ™he cost of reproduction or replace~
ment of the paysicel structures, less the diminution In valume due
to wear, tear, obsolesconce and inadequacy lmown to oxist at
the date of tho appraisal and using the words replacement or
roproduction %o mean the cost of building the plent in the manmer
in which it was built.™ The wnit prices for meterial used by
the Pacific Cowpeny were the sverasge prices in offect during
the threc snd ome-half years ending Jume 30, 1915, and the prices
for lebor were general prices secured Irom the Facific Company's
krowledge of the coats of telephome lubor in other paris of the
State. In ascertaining the diminution in velue of the property,
the Pecific Compeny did not teke into considexatlion the uskel life
tgbles and did not ascertain the number of years during which the
verious portions of the property heve aciually been in service.
Mae company’s comclusions with refereace t0 the diminution in
value of the property rest largely on inspection of the property.

Tho Pecific Company represented that the originel
cost to date of this property is not avallable.

The Railroad Commission presented, a&s Railroasd Conm-
=5zsion’s Bxhibit Fo. 1, an inventory smd sppralsal of the

physicel property involved in this proceeding and belonging to

oeack of the three exicting telephone compenies &s of June %0, 1915,

N
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prepared by the Rellrosd Commission's engineering depsriment.

Tre depsrtment’s estimete of reproduction cost is an estimate

%0 reproduce or replece the physical property as of June 20,

1915. The estimate of reproduction cost less depreciation
is the result of the subtraction from the estimated reproduction
cost of the accrued deprecistion, determined by & consideration

of the lives of the propeorty, as modified by inspection.

Tedle To, II §hows the Poeifie Compeny's ostimate o2

the "structural velue™ of the phyeicel property t0 be sold oy
it end the Railroed Commission's engineering dopariment’s
estimate 0f the reproduction cost and of the reproduction cost

loss depreciation of the same properiy.




TABLE NO. IX.
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Table oo III Shows the asrningd end expenses of

the Pacific Company in comnmection with its Santa Barbara County

exchanges &uring the oalendaxr years 1911 to 1915, inclusive, On

both toll and exchange business, a8 reported im Exhibit No. 14

of petitioners.




TABLE NO. IIIX.

THE PACIFIC TELZPHEONE AND TELZGRAPH COMPANY«

4

BARNINGS JND ARPENSES . SANTA BAREARL
COUIV.LY m CMEGuﬂ‘ IgII EO IgISJ IL&EEUDIV-E-

Iten 1911 1912 1913 1914 1915

Earnings:

Exchange Revenue $40,459.73 838,435.99 $42,787.96 $45,891.03 $47,466.66
Toll Revenue 8,468.49 8,737.83 9,626.11 9,261.76 10,776.85
Iicensee Revenue *2,162.88 *2,080.12 *2,322.40 *2,435.97 *2,579.79
Nisc.Cporating -

Revenue - - 1,0287.44 1,169.55 1,284.25

Motel Eernings 846,765.34 45,093.70 51,119.11 653,886.37 56,947.97

gigenaea:
eration .
General L,236.66 1,322.54 1,879.34 2,256.45 13,421.%4%
Commercial 14,424.11 15,88l.65 16,575.03 16,166.48 15,089.82
Traffic 14,921.86 15,230.96 16,258.12 17,019.80 18,722.02
Rights, Privi- '
loges and Use
of Property 219.40 302.32
Insuraice 76.83 100.90

Maintenance:

Ropairs 10,767.87 7,822.82 7,066.41 7,823.35 6,895.65
Station Removals

and Changes 7,678.01 5,323.10 5,429.54 5,727.53 5,316.858
Depreciation '24,174.31 24,696.91 26,604.0%3 27,559.69 28,009.96

fisc. Exponses:

Toxes 1,704.03 2,561l.3% 2,627.58 3,063.57 3,183.12
isc. - - 1,616.156 2,010.09 2,132.58

Totel Expenses 75,202.48 73,242.53 78,055.20 81,016.96 98,771.67

Net Reverue: %28,437.14 *28,148.83 *26,936.09 *27,130.59 *35,823.70

*Neficit




The testimony shows that the smounts sSet domn Zor depro=~
clation in Table NO. JII do not sctually appear upon the Pacific
Company's books, but were smounts estimated for the purpose of

* this proceeding, being annuelly 7.94 per cent of the estimated
"structural value™ of the depreciable vproperty.

As will be observed from Table No. III, the Pacifie
Company failed to esrn even maintenance and operating expenses
from its Sente Barbara County exchangeé, during the years 1911 to
1915, inclusive, with the exception of the yesr 1914, in whick
vesr the compsny reports that it earned $429.10 for deprecistion
annuity and return on the falr value of the property. During easch
of the other years, the Pacific Company 4id not have onme doller
of earnings available for depreciation or for return on the fair
valuo of the proporty. Attention, however, showld be drawn to the
fact that the genmeral e:épenses in the yosr 1915 were sbnormally
high, dwe to the inclusion of the cost of the veluation and other
matters, and that on the basis of normal general expenses, the
Pacific Company had & fow thousand dollars available a3 the result
of its 1915 operations in Ssnts Barbars Comnty, for a portion of
the amount Which 3hould have been set aslde as depreciation reserve.
Sven in 1915, however, zot & dollar was earned for the payment of
e return on ithe fair value of the properiy. Very careful oonsidera-
tion must be given to these facis in determining the emount of
gecurities which the Sants Barbera Compsny should be suthorized
to issue in exchange for this properiy.

3, HOME TRIEDHONE & TELEGRAPE COLPANY

Eome Telephone & Telegrsph Company of Sarte Barbars,

nerein referred to as the City Company, was incorporated on

Septoxber 26, 1903, with an authorizad capital stock of 2000 shares
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of the par valua of $100.00 esch, or & totsl per velue of
$200,000.00. On April 25, 1907, by amendment of its articles

of incorporation, the suthorized oapital stock was Iincressed from
2000 sheres to 3000 shares, of the par value of $100.60 each. 0f
the capital stock thus authorized, 2800 shares, of the per value

of $100.00 each, are reported as belng outsténding. The City

Company has authorized & bonded indedtedness of $200,000.00 of
first mortgage 5 per cent gold bonds, secured by & deed of trust
or mortgage to Title Insurance & Irust Company, dated Jenuery 2,
1904, and amended on May 10, 1904, September 26, 1906, and March
22, 1907. The entire authorized isswe of $200,000.C0, face value
of bonds, is outstanding. |

On iarch 22, 1907, the City Company mortgaged all its
proporties then owmed or thereafter t0 be acouired, as security
for the bond issue of the Couwnty Company, subject only to the
prior lien of the City Company's deed of trust or mortgage dated
Jexuery 2, 1904. In considersation for this guaranty, the Cownty
Company issuwed 1850 shares of 1is capitel stock to the City Company.

The City Compsny's oaly other indebtedness 13 reported
to be bills payadle amounting to $32,500.00.

The City Company owns and operates exchenges st Santa

Barbara, Miontecitor Goleta and Caryinteria. The exchange at

Goleta is exclusive. Tadle No. I shows that the City Compeany

on June 30, 1915, had 3932 stations in its fouwr exchangés. In
Sante Rarbvars City, the compsuy had JL77 stations as contrasted
with 2086 stationa of the Pacific Company; in Montecito 1t had

41% ss controsted with 84 of the Pacific Company: in Goleta it
nad 170 a8 contrasted witk 33 of the Pacific Company; and in Qar-
pinteria it had 1721 a3 contrasted with 81 of the Pacific Companye.

Potitioners prosented a3 Bxhivit Yo. 12 herein, an
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eatimate of the "structural velwe" of the physical properties of

the City Company and the County Company, prepared in the sSame

menner a8 the estimate of the "structural value" of the physical
property to be sold by the Pacific Company.

2ailroad Commission's Exhibit No. 1 conteins an eatimate
of the reproduction coat as of June 30, 1915, and of the reproduc—
tion cost less depreciation of the physicel property of the City
Company, propsred in the Same menner in which the engineering
department prepared 1is estimates with reference to the physical
property to be sold by the Pacific Company.

Teble No. IV shows petitioners’ estimate of the
nsteructural velue" of tho physical property of the City Company
and the Rallroad Commission's engineering department's estimate
of the reproduction cost and of the reproduction cost less de-

preciation of the semo property as of June 30, 1915.




TABIE NO. IV.

T TELTGRAPS CONDANY OF SANTL BARDANA, Jure 30,
1915,

INGINEERING ESTIMATES -~ PHYSICAT PROPERTY T0 BE SOLD BY EOME

Lescsounts

— e G T e S G S

oF 8 B2 22 22 PP 4

LY -
[

: comgggx

Engine erinLDepartmmt; Differensce:;

Value

[ 2

:Reproduction: hetween

Coat

L]

:Stmctnml'Reprodotion: Cost less : Columng
:Deprecigtion :Nose 1 & 3

# seler 20 o2

:202 Fremchisee 2 eee 170,005 170,00 = 170.00%
§20'1 Right of Way oo 1 .os cee
2211 Land 3.971.@; 3'.969.00§ 3,969.00 : 2.00 :
:212 Buildings : 9.500.00: 11.025-.OO§ 7,764.00 : 1,736.00 §
‘821 Central Office Telephone : :
H Equipment 142,706.00: 54,537.17: 35,782.50 = 6,923.50 :
§zzz Qther Equipment of Central ' § :
: 0ffice + 605.00: 754.00: 604.00 1.00 :
2231 Station Apparatus :34, 4.00-2 38,053.945 28,945.29 g 5,308.71 2
1232 Station Imstallations :11.044_.003 15,959.005 11,864.00 ' 820.00*.:‘
1235 Interior Block Wires I 108.00: 154,003 108400 3 ee. =
234 Private Branch Exchanges : 1.818‘.00: 2,038.89§ 1,631.11 ' 186.89 .
1235 Booths and Speclal Fittings ass.oo§ 508.53§ 246,82 13.82?‘§
:241 Exchange Pole Iines §61,553.00§ ‘7’2‘,116.002 53,012.00 E 8,346 .00 :
;242 Exchange Lerial Cabdle ;693.375.00-; 9T .874.00: 67,784.00 : 1,861.00 :
:243 Exohange derial Wire 157,715.00+ 59,625,001 40,985.00 :16,728.00:
344 Exchange Und.erground COnd.uitsi 8.8’26.00: 7.375.00§ 5,819.00 : 3,507.00 .
845 Exohange Underground Cable 7,594.00: 8.508.00§ 6,643.00 . 951,00 :
2251 Toll Pole Lines : 2,‘148.00§ 2;.409.00§ 1,494.00 § 654.00 ‘
:2.53 Toll Lerial Wire . l.950.00§ 1,943.00‘§ 1,457.00 : 493‘00‘ ;
§261 0ffice Furniture and Fixturesé 850.00: 1.063.00: 850,00 : see ;
::.268 General Shop Equipment : 20’7.00§ 251.00; 207.00 ; coe ;
§ZM General Stable and Garage ' . ‘ .
: Zquipment : 8,739.00: 3,436.00: £2,747.00 : 8.00 :
:R65 General Tools and Implements : 1,365.00: 1,517.00: 1,365.00 : coe :
i268 Interest during Construotion : 1,461.007  eee t  eee  : 1,461.00 -
i... Materials and Supplies on - .
H Hand for use in California : 7,609.,00: 7,609.00: 7,609.00 ¢ .. :
: : N2 46,387,858 :

* Pngineering Department in excess of Company.
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The City Compeny roports from its books 3 statement

of original cost to dste of its entire property on April 20,

2916, emounting to 5361,005.34. This amount includes em ordgi-
zel veyment on April 30, 1904, of $L00,000.00 to Empire Comstruc-

tion Compeany for the telophone system, inelnding 500 telephones
in service, constructed by Empire Comstrucition Company. To the
sue of $279,096.34, being ledger balence of comstruction sccount
less initial installaetion and organization OXPOR.30, the City
Company 2dds 15 por cent for engineering, superintendence,ware-
housing, office expense and interest during construction, the
total amount added boing $41,864.45. The total cost'to date on
thls basis, is reported to ve $422,960.79. The City Company
set‘up no devreclation rezerve and 1lts roeyport with referénoe to
book cost undonvtedly inclundes replacoments.

Teble Noe. V shows the revenues and expenses of the
City Coxpany during the period Apxil 30, 191C to Decembor 31,
1915, a8 revorted in Exhivit No. 2 of Home Tel ophone and Tele-
grapk Companies.




TABLE NO. V.

JOME QELE?HON? & TELEGRKEH COMPANV OF SANTA

'_YRT'IBIO ?'Tﬁﬁ?ﬁEEETBI'"I§T3_'“_“‘

April 30, April 30, Dece3l, Dec. 31, Dec. 31,

Debit Charges: 1911

1912

1918 1913 1914

Dec., 31

1915

llil22.81
3732.85
519.73
116.75
7400.52
29481.26
5.60
1225.00
4561.65
1022.58

Interest
Taxes
ITusurance
Logal Expexnse
Uaintenance
Operation
Special Expense
Salary Account
Tool Accouwmnt
Uncollect.Accta.
Contact Rentals
Misc.Gen. Exp.
Rent
Suprly Expense
Directory
Appraisal Exp.
County Co.Loss in Ope -
exration

11075.63
3364.48
1021.31

185.85
8839.14
S1262.40
2985.20
1240.00
369.01
769.24

20618.37

7715.44 10721,.60
3613.63 4329.06
352.67 11ll.46
112.50 153.70
5983.623 1300.288
32378,.28
120.32
1156.66
519.43
662.26
373.22

10804.58
4296.29
1463.99

146.44
20462.78
256262.64

000.00

000.00

587.30

786.24

268.33

40£.76

260.25

831.96

220.80

4190,.20

24.80
916.00
000,00
417.80

10817.08
4683.73
1880.22

165.50
25293.28
25554.65

000.00

000.00

751.31

1061.47

318.41

487,92

294.00

127.15

304,95

4286.08

55077.72

Credit Charges:

Earnings
Collect 014 Acet. 209.30
Tool Inventory 000,00
50% County Profit 780.67

65716.37

58412,26

69894.16
340.05
000.00
686.66

39753.84 64526.27

49071.38

69964.65

74998.65
45.30
000.00
131.29

78807.91
190.09
000.00
000.00

100.50
542.10
2208.94

82580.18

83673,17
196.26 .
000,00
000.00

66706.34

Debit Charges B6Q77,72

70920.87
58412.L6

51928.92 75175.84
39753.84 64526,.27

78998.00
69964.65

83869.43
825680.18

Balence for )  11628.62
Dopreciation ;

and Net Profits

12508.61

12169.08 10648,.97

9033.36

1289.25




The expenditures shown in Table No. V iﬁclude the sums
actually pald by the City Company for interest. A4S will be ob-
gerved, no depreciation resorve was set aside. The City Company
represents, however, that items whioh otrerwise would have deen
cherged to depreciation reserve were largely charged to the naine
tensnce accomnt. It will slso be observed that the returns for
the years ending Decembor 31, 1914 and December 31, 1915, include
operating losses of the County Company, which conpany's property
ig leased to and operated by the City Company for a rental of 50
per cent of the net earnings. It will be observed that the financial
ghowing of the City Coxmpany is very muck better than that of the
Pacific Company during the same period, es shown by Table No. III.

4, EBOME TELEPHONE & TELEGRAPH COMPANY OF
SLNTA BARBARA COUNLY.

Home Telephono & Telegraph Company of Sante Barbers
County, herein referred to as the County Company, wes incorpo-
rated on August 28, 1906, with en suthorized issue of 2000 shares
of capitsal stock of the par value of $100.00 per share, being &
total suvthorized issuwe of $200,000.00, par value. The entire
authorized issume is outstanding. 1995 shares are owned by the
City Company and five shares have been issued to five directors.

The County Compsany has euthorized a bonded indebtedness
of the face value of $200,000.00 of first mortgage 5 per cent bonds,
dated December 15, 1906, and maturing ox Decenber 15, 1936. These
bonds are secured by deed of trust deted December 15, 1906, to
Title Insurance & Trust Company, &3 Well a8 by second morigage of

~_the City Company's property. Of the bonds thus suthorized, bonds

of the face value of $150,000.00 are outstanding.

the County Company reports that its only additional

indebtedness comsists of bills paysble emounting to $15,000.00.
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The County Company hes exchanges at Guadaluype,

Lompoc, Los Alamos, Sente Maris, Sente Ynez and Harris.
The exchange &t Harris is exclusive. Table No. I shows
that on June 30, 1915, the County Company had 1186 tele-
phone stations im its verioms exchanges.

Table No. VI shows the estimate of the "structural
value™ of the physicsal property of the County Company as pre-
sented by petiticners and an estimate of the reproduction
cost and of the reproduction cost less depreciastion of the
property, a8 presented by the Commission’'s engineering de-

partment.




TABLE NO. V1.

SNGINEURING ZSTIMATRES -- “HYSICQL PROPERTY T0 RE SO0ID 3Y

BAhBAmA C@UN”Y’ JUN“ o0, '7915.

Company

Value

Struvetaral

tReproquc-

Engineering Department

tion
Cost

‘Eprpactid i;f.‘fgrgnce
-prsggation oly §°s'

T n :Lc

Co

ez

Toll Franchises
Franchlsos

Right of Way ~ T
- Taxd

Buildings

Central Qffice Telephone
' BEquipment

Other ZEguipment of Central
0fLicec

Station Apparaius

Station Installations
Boothe and Special Fittings
2xchange Polo Lines
Exchange Aerisl Cable

Zxchange Aerial Wire

Exchonge Underground Conduits :

Exchange Underground Cable
Toll Pole Lires

R0ll Acerial Tire

Office Turmiture and Fivtures ;

General Shop Bouipment
Genexral Store Equipment

Genoral Stadle end Garsge
Zquipnmont

Goneral Tools and Implements

268 Interest during Construction
-+« Materiale and Suvvlies on

hehd for use in Californis

: 10,214.00
. 228.00
: 11,456.00

5,129.00

166.00
. 39,518.00
L 7,025.00
. 48,270.00
291.00
247.00
125, 039.00
: 13,790.00
556.00
11.00
56.00

1,789.00
396.00

769.00
‘2, 202.00

# s 8% o0 38 A4 at ws Judjal 2s

S 4B P e e s

70.00%
500.00¢
260.00:

70.003
800.00:
260.00:

-
-

aee LR

ade

12,609. oos 515 oo
228. oo
: 12,631, 35: 9 761.57:

284. OO

5,998.00: 5 399.00;

213. 42-
56,348.00: 43,570 OO
9,336. OO 6 281.CD

164.613

70.00%
300.00

698.63

1,694.43

270.00%
1.39

1,052,00%
764.00

: 44,935.00: 50 132. OO 13 ,188.00

287.00+
173. oo'

250£D
142.0)

: 31,395.00:19 46500

. 12,225.00: 9.25&002

695.00+
13.00+
63.00:

586,00+
1,00 :
£6.00 -

2,234.00:1,303.00:
442.00: 396.00:

-
-

s . saas °

2,202.00°2,202.00°

41.00

105.00
5,574.00
4,53&.00

LR

LN ]

486.00

769.00

160,452.00

19T TIL.95 I8 . 318 26, 113.45

*Inpgineering Department in excess of Company




The County Company reports that the original cost of
its property to April 30, 1916, as shown by its books, is the
sum of $15%,643.68. Thi® sum includes an item of {$44,819.50
for tke initial installation of the system as of March 22, 1907,
including 476 telephone stations. The County Company adds an

item of £$16,008.16 for engineering, superintendence, werehomnsing,

office expense and interest during construction, making a total
of $169,651.84 as of April 30, 1916. This total undoubiedly
inelrvdes replacements. ‘

Table No. VII shows the revenues and expenses of the
County Company, 88 reported in Exhivit No. 2 of Home Telephoxe &
Telegravh Companies, for the period from April %0, 1910 to
December 3L, 1915.




EOME TELSPHONE & TELIGRAPE COMEANY OF SANTA BARBARA.

Y -

TAELE NO. VII

5

Debit Charges: 1911

&)

AP

19812

April 20, April 30, Dec. 31,

1912

Dec. 31,
1913

Dec. 31,
1914

Dec. 31,
1915

Interesnt

Taxes

Insurance

Legal Expense
Maintenance
Cpoeration
Special Expense
Tool Expense
Uncollect.Acote,
Contact Rentals
iis6.Gen.Expense
Rent '
Supply Expense
Directory Exp.
Appraisal Expe.

8104.81
959.88
142.50
000.00

2697.36

L2560.06
14.20
230.66
423.68

8351.54
957.80
87.75
000.00
981 .47
14039.92
00.00
209.06
287.83

5168.76
1050.74
57.93
000.00
1277.49
9845.39

000.00

000.00
321.89

8400.,00
1737.10
391.16
000.00
3857.10
14800.48
6.63
517.70
592.50
177.92

840000
1699.98
654.10
62.76
10372.54
10254.06
00.00
901.34
1328.%1
73.88
61.15
723,50
171.10
167 .20

e———

8340.00
1715.33
585.60
20.00
8148.48
10068.78
00.00
842.36
405.21
73.88
3.50
826.50
000.00

180.90
3282.27

Total

Credit Charges:

Earnings
Collect.0ld Acct.
Tool Inventory
Supply Exp. Cr.

266%1.14
43,30
000.00
000.00

28014.76

£9377 .68
10.50
000.00
000.00

17122,20

21089.29
32.63
418,17
'+ 000.00

30480.58

50698 .48
44.68
00.00
00.00

34769.92

30468.3b
111.37
000.00
000.00

34492.81

29890.822
249,97
000,00

66.54

26674.44

Debit Charges 26113.09

29388.18
28014.76

21540.09
17122,80

50743.16
30480.58

30679.72
34769,.92

30206.73
34492.81

Balance for ) 1561.35
Depreciation ;

and Net Profits

1373 .42

4417.89

268,58

4190,20
Loss

4286,08
Loss

Operated by Home Telephone & Telegraph Compeany
of Senta Barbera which pays to Home Telephone &
Telegraph Company of Santa Barbara County 50%

of net earnings as rent of property.




It will be obmerved that the expenditures shown in
Table No. VII include the interest pald dy the County Company
‘and that no rezorve for depreciation was'egtablished. Table
No. VII shows & loss during the year ending December IL, 1914
of $4190.20 after the paymwent of interest, maintenance and
operating expenses and a loss during the yosar ending December 31,
1915, on the same basis, of $4286.08. The statement for the year
erding December 31, 1915 includes an abnormsl item of $3882.27
for gppralssl expense.

5. SUNSET TELERPHONE AND TELEGRAPE COMPANY.

It developed &t the hearing herein that %x X wxdddeat-

almost :all: the proporty hereinbefore referred to as the Paclfie

Company's property is owned by Sunset Tolephone and Telegraph
Company &xd operated by Pacific Company wnder lesase dated Jarn-
ary 2, 1907. In addition to the physicel property thus owned
and operated, two of the franchises herein under consideration,
namely, the franchlse grsnted by Town of Lompoc dy Ordinance
No. 57, adopted April 17, 1893 and the franchise granted by the
City of Santa Barbara by Ordinance No. 293, adopted FPebruary 7,
1896, wore granted to Sunset Delephone and Telegraph Company
and have never been assigned to the Pacific Company.

At the nearing herein, the attention of petitioners
was directod to the necessity of teking the appropriate steps
to the ond thet the interest of Sumset Telephons and Telegraph
Company in the property to be conveyed to Santa Barbara Company
Yo effectively transferred.

On September 23, 1916, subseguent to the hesaring
herein, Sunset Telephone and Telegraph Company accordingly
#iled its petition herein asking for an order authorizing the
gsle and conveysnoce t¢o Pacific Company of the Sunset Company’s

-25-




entire property of every kind and chearacter, in the County of
Santa Barbers and in that portion of San Luis Obispo County
novm a5 Rancho Guadalupe.

We recommend that this spplication be granted, sub-

Ject to the usual conditions.

6. DESIRE FOR CONSOLIDATION,

The statements of ocarnings and expenses of the

three telephone companies during the last five years, as here=~

{nbefore set forth, show clearly why these companles desire to
consolidate.

AS already shown, the Pacific Company has not even
made maintenance and operating expenses from ite operations
in the territory here uwnder consideration, with the exceptlion
of & fow hwndred dollars during the year 1S8l4.

The City and County Compaunies have declared no divi-
donds since 1907 or 1908 and have set aside no depreciation
reserves. Thore is urgent domand for additionsal cgpital con-
struction, perticularly in Santa Barbsra and Montecito, but
there i3 no way, under the present conditions, of securing the
necessary additional funds except by an assessment on the stock~-
holders, which expedient the companies do not desire to adopt.
r. . A. Gilbert, President of the City and County Companies,
+ostified thet, ixn his opinion, this i3 an opportune time %o
avoid future dupliceations.

The telephone subscribers of Santa Barbera County
heve been urging the comsolidation for the reason that such
consolidation would eliminete tﬁe necessity of paying for two
telephones, would result in ability to converse wlth many more

gubscribers emd world ersble all telephono usexrs to avail them~




§eAves of the long distence service both of the Pacific Company

anéd of the United States Long Distance Telephone and Telegraph
Compeny. The varions municipel and county authorities who have
heretofore grented franchises to the telephone companiles af-
focted have all passed resolutions consenting to the assignment

of these framenises to the Santa Barbare Company. The Chamber o
Commerce of Sante Barbsrs and the Commercisl Club of Sante Barbera
have adopted resolutions favoring the comsolidation. A number of
prominent aitizens appesred &t the hesaring and testified in favor
of the consolldation. No one appesred in opposition. TFrom the
ovidence herein, we conclude that the overwhelming gentiment in
Sants Barbars Couxty is in favor of telephone consolidation,
providing, of course, that the Inverests of the public on sueh

consolidation are protected.

w. PLAN OF CONSOLIDAGION, FINANCIAL

AND PHYSIEK&.

In order to effoct a consolidatioq, the petitioners have
caused the incorporsation of Ssnte Berbars Telophone Company,
nerein reforred to 8t the Santa Barbers Company. This sor=
woration was incorporated undor the laws 0f this State on
April 6, 1916, for the purpose, &sMOng others, of trensacting
g telephone &and telegreph dusiness in the City of Santa Bardara,
the County of Senta Barbarae and clsewnere in Californis. The
torm of iﬁcorporamion 18 50 years. The sarticles of incorpora-
tion authorize the issue of 7000 shares of capital stock of the
per veluwer of $100.00 each, of which shares 6000 shall be pre-
farrad Stock and 1000 coxmon stock. The holders of preferred

stock shall be entitled to receive, whon and as declared, from

the surplus profits arising from the business of the corporation,
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yearly &ividends at the rate of 6 per cent per annum. The
dividends on the preferred stock shall be cumulative from &d
after June 1, 1918. When all cumulative dividends on the pre-
ferred stock and an 8 per cent dividend on the common stock
have been declared snd psid, the corporation may, out of any
remaining survlus profits, declars sn additional dividend at
the came rate upon the preferred and the common stock equally.
On dissolution of the corporationm, the holders of the preferred
stock shall be entitled to the amount 0f unpaid dividends and

the full par velue of their stock. The articles of incorpora-

tion provide that thero may be no inerease in the amount of
common stock authorized. The only increase of capital stock,
under the terms of the articles of imcorporation, may be pre-
ferred stock carrying the same rights and preferences as those
provided in the articles of incorporétion for preferred stook.

0f the euthorized capitsal stock, the Santa Berbare
Compeany has issued only five chaeres of common capital stock,
one share to each of five directors.

Thg Santa Barbare Company desires to authorize a
bonded indebtedness in the sum of $700,000.00, face value,
of 5 per cemt 30-year bonds, in the denominationms of $1000,
500, $100, and $50, to be mumbered serislly, and to execute
to Ios Angeles Trust & Savings Bank a mortgage or deed of trust
to secure'said bonds. A copy of the proposed mortgage or deed
o€ trust is attached to the petition herein as Exhibit F.

Petitioners ask authority to effect a éoneolida-
tion in the method which we ah‘all now state.

The City Company and the County Company are to

convey thelr ontire property., both tangidle and intangible, ex-

cept the right to be & corporation, to the Santaz Barbara Company.




The Pacific Company is Yo convey to the Santa Barbars Company
its entire property, both tangidle and intangible, in Ssnta
Barbara County mx snd Iin that portion of the County of San Iuis
Obispo known as Rancho Guadelupe, except ite through toll lines
and the othor excepted property hereinbefore referred to; and
degeridbed in Petitioners' Exhibit No. 1ll.

Sants Barbara Company is to isgsue its securi-
ties and to pay cesh to the three existing telephone companies
&g follows:

l. To Pacific Company.

Sante Barbara Company is to issne to Pacific
Coxpany in payment for the property to be acquired from said
company, preferred stock of the Santa Barbara Company of the
par value of $315,000.00.

2. To City Company.

Sante Barbars Company is to issue to City Com-
vany preferred stock of the par value of $88,000.00 and common
stock of the par vealue of $66,000.00, and t6 pay, in addition

thereto, the sum of $16,000.00‘in cash. Sants Barbara Company

i8 2150 to issue to the holders of the $200,000.00, face value,
of outstanding bonds of City Company, the bonds of Sants Barbars
Compeany of the face velue of $169,000,00. The coﬁsideration to
be paid by Santa Barbara Company will also cover the cap;tal
gtoek of County Company, owned by City Company,which stock is to
be sold dy City Company to Sants Barbara Compeny. 01ty.00m~
pany's deed of trust is to be canceled and the company is %o be
disincorporated.

3. To County Company.

Santa Barbara Company is to pay to County
Company the sum of $32,500.00 in cash, which momey will be used
to pay the debts of County Company. Sants Barbdra Company is to
issue 1ts Yonds of the face value of $127,500.00 to teke up
the bonds of County Company now outstanding having a face
-28-




velue of $150,000.00. County Company's deed of trust is to be
canceled and the company is to be disimcorporated.

Santa Barbara Company also aské authority to sell
its bonds of the face value of $100,000.00 for 90 per cent of
their face value plus accrued interest. The proceeds to the
extent of $90,000.00 are to be wed 28 follows:

To be paid to County Compsany $ 32,500.00
To be paid to City Company . 16,000,000
Working capltal 41,500.,00
Total $ 90,000.00
If the petition herein is granted, Santa Barbarg

Company will have suthorized and issued preferred stock, common

stock and bornds as follows:

Preferred Stock:

Authorized $ 600,000.00
Issued 403,000.00

Remaining in treasury $ 197,000.00

Common Stoclk:

Anthorized $ 100,000.00
Issued 66, 500,00

Remaining in treasury $ 33,500.00

Aunthorized $ 700,000.00
Issued 396, 500,00

Remaining in treasury $ 305,500.00

Petitioners expect to create & corporation under

the laws of the State of Oregon to sct as a holding company Zfor
the stock of Santa Barbara Company. The Oregon corpo?ation is
to issue 1ts stock, one share of common stock for eack share of
common stock issmed by Santa Barbara Company and one share of
preferred stock for each share of preferred stock issued by San-

te Barbare Company. The preferred stock of the Qregon cor=-




poration 18 to be non-voting. The result of this transaction
will be that Tho Pacific Telephone arnd Telegraph Compeny W 11,
through stock ownership, bde the real owmner of the oconsolidated
property, although the voting control will 1le in Mr. George B.
Bush, the organizer of the Sante Barbars Compsny, and in
associates who are to be residents of Santa Barbdars County.
Petitioners cleim that these arrangements are necessary in order
to comply with certairn requirements of the United States Depart-

ment of Justice grbwing out of certain prosecutions instituted

by the Federal Covermment agairet American Telephone and Telegraph

Conpany end other companies of what is known a8 the Bell System.
The reguirements of the Federal Government and the representa~
tiong of American Telepkone and Telegraph Company in connection
trherewith are contained in letier dated December 19, 1913 from
¥x. N. Co Xingsbury, Vice~President of the American Telephone
end Telegreph Compehy, to the Attorney General at Washington,
& copy of which letter is on file in these proceedings. It
is unnecessary 1o advert to these matiers further herein,
for the reason that the Rallroad Commission of Californias c¢learly
has the authority and tke Jurisdiction to make the orders which
are requested herein and that 1f the Federal Government has the
lavinl right to irsist that 1ts consent must also be gecured,
on which point we do not at this time express an opinion, that
is a matter foreign to this proceeding.

Mr. George B. Bush, orgsnizer and president
of Santa Barbara Company, testified that Santa Barvara Company
will givb to 1its subscrivers long distance service, in asccord-

ance with the desires of the subscribers, elther over the lines




of Pucific Company or of United States Long Distance Telephone
and Telegraph Company.

Referring now to the physical means by which
the consolidation is to be effected, Petitioners' Exhibit No.
15 shows that petitiomers intend to comsolidate their pro-
verty in such & manmer 8s to give service between all sub-
gsoribers of each consolidated exchange and to give to each
subscriber accesgs to all toll lines. This result is to be
accomplished by meams of trunk lines between the existing
central offices in an exchange or by connecting all sub-
geribvers' lines and the toll lines to ome central office.

Mr. Bush testified thet the duplicate instruments owned by
Pacific Company are to be eliminated. The telephone insgtruments
uged dy all three telephone companies are of substantislly
the same type. No automatic instruments have haeen placed in
service by any of the three companies.

| The physical alterstions contemplated by
the Saente Barbara Company &S shown by Petitioners' Exhibit
No. 15, are substantially as follows:.

1. Santa Barbare Exchange.

The central office of Pacific Company and
of City Company are to be connected by trunk lipes. Additions
will be made to both switchboards to handle the ircreased traf-
fic.

2. Santa Maris Exchange.

The subscribers of County Compsny will be
connected to the existing switchboard of Pacific Compeny.

Additiors will be made to Pacific Company's switchboard and

additionsl gerial cebles will be installed.
| 3. lLompoc Exchange,

Stations now connected to Pacifie Compeny's

switchboard will be transferred and comnected to County Com-
pany's switchboard after necessery additions have beexn made




thereto. The presentltoll cabinet in County Company’s
office in Santa Maris will bde installed in County Company's

Lompvoc office.

4. Nontecito Exehange.

The County Company’s switchboard released at
Santa Maria will be added to City Company’s equipment at
Xontecito and Pacific Company's subscribers will be trans-

ferred thereto.

5. Carpinteris Excharge.
Subscrivers now connected with City Compsny's

megneto ewitchboard will be transferred to Pacifioc Compeny’se

switchboard after necossary ndditions thereto have beon made.
A1l subserivers of City Company will then be provided with

common battery service.

6. Goleta Exchange.

After small additions have been made to City
Company's switchboard, all subscriders of Pacific Company

in the Goleta District now connected with the Santas Barbara
switchboard will be transforred and comnected to City
Company's office in Goleta.

7. Guadaluve Exchange.

?acific Company's switchboard will be taken
out and County Company's switchbosrd will de enlarged and
installed in the present location of Pacific Company's
switchboard and Pacific Company's subscribers will be cone
nected to County Compeny's switchboarad.

8. Log Alamos Exchange.

Slight additions will be made to County Company's




switohboard and all subscribers will then be trsunsferred to
thig switchboard.

9. Tos Oliveos Exchange.

Pacific Company's subseribders will be commected
to County Company's switchboard at Sants Ynez and the opera~

tion of the switchboard at Los Olivos will be discontinued.

10. Santa Ynez Exchange.

No changes will be made other than those indi-
cated with reference to the Los 0Olivos dxchange.

No changes will be necessary in the Gaviota, Las
Cruces and Refuglo mxchanges, these having been exclusive
exchanges of Pacliic Company.

?etitioners.report that the approximate cost
of malking the indicated changes will be $24,685.00.

8. FRANCHISES,
The plax of consolidation as set out in the
petition herein, provides that frenchises shall be ¢ onveyed
to Santa Barbars Company as follows:

(1) By City Company  : = 811 of its franchises,

including specifically:

(a) Ordinance No. 304, County of Santa
Barbara, to Home Telephone & Telegraph Company of Sents Bar-
bars, adopted April 3, 1905, effective May 1, 1905.

(v) Ordinance No. 444, City of Santa Bar-
bars, to F. F. Graves and assigns, adopted August 20, 1503,
effoctive after first publication. The franchise rights under
this ordinsnce were assigned by Graves to City Company on May
10, 1904.




(¢) City Company's rights under Section 536,
Civil Code of Californis, as amended in 1905.
(4) cCity Company's rights under Seotion 19 of

Axrticle XI of the Comstitution of Californis, as amended
in 1911l.

(e} City Company's rights under the Act of Congress
of July 2, 1l866.

(2) By County Company- all its frenchisesp,

irneluding specifically:

(a) Ordinance No. 303, County ¢of Santa Bardara,
to Edward F. R. Vall and assigns, adopted April 3, 1905, ef-
fective Xay 1, 1905, The rights under this ordinance were
assigned by the grantee to George S. E&wards on December 1,
1906, and by Mr. Edwards to County Company on March 18,
1907. |

(b) Ordinance No. 20, City of Senta Maria,
to Home Telephone & Telegraprh Company of Santa Barbars County,
adopted March 18, 1907, effective after publiocation.

(o) Ordinance No. 126, Town of Lompoe, %o
Home Telephore & Telegreph Company of Sants Barbdbara County,
approved February 11, 1907, effective after publication.

(4) City Company's righte undexr Section 536,
Civil Code of Callfornia, as smended in 1905.

(e) City Company's rights under Section 19 of
Axticle XI of the Constitution of California as amended
in 1911.

(£) City Company’s rights undexr the Act of

Congress of July 2, 1866.
(3} By Pacific Compsuy- those three certain
franchises described as follows: |
(a) Ordinance No. 41, City of Senta Maria




to the Pacific Telephoneo and Telegraph Company, sdopted August 19,
1912, effective 30 days after approval.

(b) Ordinsnce No. 57, Town of Lompos, to Sunset Tele-

phone and Telegroph Company and assigres, spproved April 17, 1893,
no effective date specified.

(o) Ordinance No. 293, City of Santa Barbara, to Sune
get Telephone and Telegraph Company, its successors and assigns,
approved February 7, 1896, offective after publication.

In s0 far as necessary, the consent of all the public
authorities t¢o the transfer of these franchises has been granted.

We desire to draw attention to the following matters
ir comnection witk franchises in this proceeding:

1. The proposed deed from Pacific Company to Santa
Barbara Company, being Petitioners' Exhibit No. 11, does not in-
clude, in its reference to specific franchises, Ordinance No. 726
of the City of Senta Barbars, edopted on March 7, 1912, and ef-
fective after publicetion. This ordinance undertekes to grant to
The Pacific Telephone snd Telegraph Company & renewal and exten-
sion for a term of 25 years of the franchise granted by the City
of Santa Barbers to Sunsel Telephone anéd Telegreph Company by
Ordinance No. 295, approved Februsry 7, 1896, The term of the
franchise granted by Ordinance No. 293 was 10 years only and thé
rights of the grantee thereunder expired in 1906. The plan of
consolidation mugt be modified xm so that Santa Barbars Company
secures all rights granted by sald Ordinance No. 725 of the
City of Sante Barbara, exceyt in so far as through toll service
may be affected.

2. Ordinance No. 725 of the City of Sants Barbara
and Crdinawos No. 41 of the City of Sants Maria both became
effective subseqneﬁt to Mexreh 23, 1912, the effective date of
the Public Utilities Act. Nevertheless, the Pacific Company
failed up to a time subsequent to the hearing herein, to apply

to the Railroed Commission for & declaration that public con~

‘venlence and necessity require the exercise by Pacific Company

of the rights and privileges grantgg by sald ordinences,




es provided by Seotion 50 of the Public Utilities Let. The

representatives of Pacific Company at the hecring stated

that they hed been of the opinion thst the Rallrosd Commissiont's
consent to the oxorcise of these Lrancaise rights was rot nocos-
sary. TWe wahesitatingly express the conviction that the Rail-
roed Coxmigssion’e consent has boen and is necossary and that
without such congent no rights under these franchises can legally
be exercised. TUnder the provisions of Scetion 30 of the Public
Utilities Act and the decision of the Supreme Court of Celiforzia
in the Oro Electric case, 169 Cal. 466, we are of the opinion that

there can be no reasonabdble doubt in this matter.

Tho vresiding commissioners having clesrly expressed
thelir opinion on this matter szt the hearing herein, Pacifio.
Company, on Scptember 23, 1916, L£iied its vetitionm in Appl;ca-
tiorn No. 2357 accking for a certificate of public convenlence
end necoesity In connection with the Santa Barbers Pfranchise
and & similer vetition In Application No. 2558 in connection
wiﬁh the Sarta Maris franchise. The decisions in these two ap-
plications are tais day being rondered.

3. The proposed deed Lrom Pacific Compeny to Saxnte
Barbsra Company does zot transfor +o Sante Barbare Company any
rights under Section 536 of the Civil Code of California, Sec-
tiox 19 of Article XI of the Comstitution of California, or
the Act of Congress of July 2, 1866, 1f any such rights exist,
glthough the deeds both from City Compeny end from Connty Com-
vany purport to convoy such rights in ocach instance. The repro-
sentetives of Pscific Compeny ot the hearing stated that the
compeny hes no rigats wader the Act of Congress of Jwly 2,
1866. Attention was not direoted to any rights wnder Section
19 of Article XI of the Comstitution of Celifornis. Pacific
Compary, however, does clasim rights under Section 536 of the

Civil Cede of Californis. The plan of conmsolidation must be

modified so that Sante BarbaraHCOmpany is protocted sgeinst
T R3R i
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eny and all rights of RPacific Company wnder sald Section 536,

except in so far as necegsary to ensble Pacific Company to
continne its through toll bdusiness in the torritory affected.

4. 43 glrezdy indicated, tho gruntee in Ordinance.
Bo. 293 of tho City of Senta Berbare, approved Lpril 27, 1896,
and in Ordinence No. 57 of the Town:of Lompoc, approved April
17, 1893, is Sunget Telephone and Telegraph Compeny,which com
M wag 0ot a party to these proceedings at tho time of the
hearing herein. This defect, however, was cured by the £iling
by Surset '.L'elepb.oﬁe and Tolograph Conpany ¢f the supplemental
and interxvening petition hoereinbofore referred to.

5. Tho order horein will provide, ag is menal in
proceedings of this character, that it shall not become:offect-
ive until the Railroad Commission has issued & supplemental or-
der reciting thet Sante Barbara Company hes filed with the Rsil-
road Commission a stipulation, duly authorized by its Bosxrd of
Directors, egreecing, for Senta Barbare Compemy, its successors
and assigns, that they will nevoer clsim for the franchise rights
%0 be conveyed to the company, in axy procecding of any character
belore the Reilroad Commission or any other public authority,
any velue in excegs of the amounts psid therefor to the public
authorities originally graniting the same, by the grantee thereof,
which amounts shall be specified in the stipulation.

9. COYDI"‘IONS AF”"R COY\I'SOLIDA’“ION - BALANGE SEEET

In Petitioners' Exhiblit No. 1, the petitioners hersin
allege that the assets and lisbilities of Sante Barbara Company
nfter consolidation will be, in effect, as follows:
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ASSETS:

Property from Pacific Compeny $341,702.96
Property from City Company 327,383.97
Property from County Compeny 160,434.39
Cash from sale of bonds 41,500,000

Total property end cash $871,021.32

LIAZRILITIES:

Preferred stock issued $403,000.00
Common stoclk issued 66,500.00

Bondie issued 396,500,000
Excess of property over secwrities 5,081.32

Total $871,021.32

From this set up it wold ap?ear thet Sants Barbara
Comparny will be the owner of property which hes & "structoral
value™ of §5,081.32 in excess of the fuce valuo of the out-
s‘tand:f.ng gecuwritios., To this amount must be added the net ad-
ditions to the property of Pacific C‘ompap_y, City Conpany and
Comnty Compeny subsequent to June 30, 1915, tostified to be asg

follows:

Pacifie Company, net addlitions to

July 31, 1916, 1,691.06
Clty Company, met additions to

July 3L, 1916, 11,502.63
County Company, net additions to

July 31, 1916, 1,102.75

Total net sdditions to July 31, 1916, $14,296.44

On the basis of the estimated cost to reproduce new
less deprecistion of the physical propertics, ac reperted by
the Rallroed Commission’s ongineering department in Railroad

Commission’™s Exhibit No. 1, thoe assets of Santa Barbaras Com-
peny would be ag Lollows: '

Property from Pacific Compony $277,745.16
Property frox City Company .280,996.72
Propexty from County Company 134,318.55

Cagh from sale of bonds 41,500.00

Totel Assets $734,560 o43




T™he amount of stock and bonds which Santa Barbars

Company roposes to isswe, being $866,000.00, is $131,439.57,
face value, in excess of sald sum of $734,560.43.

In passing on the asmount of securities which Saxnta
Barbars Company mey roasonably be anthorized to issue fox the
properties which it 1s to mequire, consideration must also be
given to the fact that a considerable amount of dwplication
exi sts in the pz:oPerties waich are 10 be acquired, particulisxly
in the matter of poles. VWhile petiticners report that the prop-
erty of City Company end of County Company whick will be render—
ed inoperative by reasonm of the consolidation has a structural
velue of only $6,554.38, with 2 net salvage value of $1,483.46
and that the property of Pacific Company which is not to e
sold, exclusive of toll lines, has a "structural value™ of only
$15,082.92, the testimony in this proéeeding as well as a casual
inspection of tho oxisting properties in the City of Sents Bar-
bara show clearly that thero is a much larger amount of duplica-
tion in the properties to be acguired by Santa Barbara Company
than these Ligures wovld indicate. In fact, the total duplica~-
tion reported by petitioners umder the head of poles, would seem
to be only sn item of $133.79 in the Carpinteris Exchenge. Pe-
titioners' own testimony that it expects as soon &8 possidble to
remove the duplicate poles from the stireets of Santa Barvara anmd
the other towns affected, shows clesrly the real sitmation. In
othor words, if a single tolephonc system wore being installed
to do the work which is now being done by the systems of the
three existing telephone companies, & very material saving in
the number and coct of poles as well ag certain other items of
property would wngestionably be made. We cannot agree that in
determining the amount of securities which shall be authorized,
the smount should de issued aga.inst the "structural valme"™ of
the combined propertios of Pacific Compeny, City Company,hana.

County Conmpeny, without roference to existing duplication of
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proverty. If losses arise from this situstion, they should be

borne by the utilities which have oreated the duplication and

not by the public.

Potitioners lay stross on the point that after con~
golidation each telephone sudbscriber in Santa Barbara Coumty
will be able 1o avail himself of an enlsrged telephone service,
This result will wndoubtedly follow. Each telephone subscriber
will not merely be able to converse with an increased number
of local subsecridors, but slso over the long distance lines
both of Pacific Compeny and of United States Long Distence
Tolephone and Telogreph Company.

In the mattor of rates, attentionthas alresdy been
directed to the faoct that somo of tho rates established by
one or more of potitioners, as the result of the competition
betweon the petitioners, have been wnduly low. DPetitioners
have sulmitted to the Railroed Commission in Petitioners®
Exnibit Fo. 19, & statement of the rates which Senta Barbars
Compony desires to charge. Table Ne. VIII,being Petitioners'
Exhibit No. l9a, shows, in summary fom,‘the rates now belng
charged bty Clty Compény and Couxty Company, referred to
togother in the table as "Home Company", the rates now being
charged by Pacific Compeny and tze rates proposed by Santa
Barbara Company for the clesses of service theroin specified,

being unmosasurod business and residence soxrvice.

-




PR2SEND TAIRPHONS & SEISSRAPH COMPANY OF SANTA BARD! AND iR PAOIFIO

WS 02 HOMB YRIBPHONE & WELEGRAPH COMPANY OF SANZA BARBATA, (HOME
RIAPHOI] AlD T BOTAPH CONPANY I SANTA DARBARA COUNZY, AWD PROFOSED RATES OF SANMA DARBARA SRIBPHONE COMPANYe -

PECILEAdE € -
BUSTIEESS SARVICHs RESInE e SERUI K

Total S :
Exohanzes Comdined Rate ) . : Extension
(2} Stations Sohsdule 1-pPorty 2-party 4=Parby suburbsn Extenaion 1-party 2-rarty 4-party  Sudburdban yithout Bo11  yith Bell
1-1~16 : (v) —
Homo G0 32.00* - 31225% - £1400 32,00% - 31,264 - 3160 31400
Carpintexia 216 Pacifio Co. {0} 3,00 3260 - 32,00 1,00 2,00 51450 1,80 21460 «60¢ 165
PI'OpOBGd 2.60* 2,00 - 3.00¢ 1.00 2:00¢ 1,76% 1,50¢ 2.50% «50°* 1658
Home Cos (Not served by Horme Company) _
Gaviota 4 Pacifio Cos 2.00* 1,50* - - 1,00 1.60% 1,26* 1.00* - 220 1,00
Proposed _ 2.50°* 2,00°% - 3.00* 1,00 2,00% 1.7b* 1.50% 2460% + 5O 165%
Homo Coa 3.,00* 2.50* 2.00* - - 3.,00¢ 2.60% 200" . - -~ -
Goleta 152 v Yaolfio Co. (served from Santa Barbara)
Proposed 3,00 2.60% - 3.00* 1400 RR5% 1.76* .50 2.50* +60* +65%%
i 69 Home Co4(d) - - 1,50% - 1,00 - - 1450¢ ~- +60 1,00
Guadalupe Pacifioc Cos 2.00* 1,50% - 2.50* 1,00 1,50* 1,26% 1,00% 2,00 1,00 1,00
,' Proyposecd 2.50°* 2,00% - 3,00* 1,00 2.00* 1.'75¢ 1.50¢ 2,507 «50% «65%*
Fotw Co, (170t sorved by Home Cos)
Las Cruces 2 Pacific Cos (Wo rates quoted for thuese clesses of service) :
Proposcd 2.50* 2.,00% - 3.,00% 1,00 2.00* 1,75% 1,50%* 2.50% +50* 16598
- Horw Co, 2:00 1050? = 1460%* to 2.50*‘ 1,00 2.00%* 1,50% - 1.50°% to 2sE0% + 60 ’ 1,00
: Tompoo 627 Pacific Co. 2425% 1.,75* - 1,50* 1,00 1.,00¢ +756% - 1.50% B0% 6588
Proposcd 2.60% 2,00°* - - 3.,00% 1,00 2,00 1.,75% 1450¢ 2.50% +50* 1653
Hoix CO. 2.50’ ~ [ 1.50‘ 2+00% {0 3.50°* 1,00 2.00% - 1,50% 2.,00% to 3,50% 60 1,00
Los Alaros 66 Pacific Co. 2.00% 1.50* - 2450* 1,00 ~ 1.60° 1.25* 1.,00% 2450% 1,00 1,00
Proposed 2.b0* 2,00¢ ad 3.00°* * 1400 2:00% 1,76% 1.50% 2:60%* +60¢ 6054
oi1e Cos (served fron Ssnta Ynez)
Los Olivos 19 Paociflio Coq 2.00°* 1,60% - 21 G0* 1.00 1.50* 1,256% 1,00% 2.50* 1,00 1.00
Proposed {0 bo served from Santa Ynez) -
Homo GO 2,76 - - ,‘ - 1,00 2476 - 1,75 - +60 1,00
Honteolfo 476 Faciiio Co. 3.00 2425 - 2,00* 1,00 2400 1,60 - 1,50% +50% 655
Proposed 3,00% 2.50°¢ - 3,00* 1,00 2.25% 1.,75% 1,50% 2.50¢ B0t 16588
Hore Gos (Mot served by Fome Cormeny) | - 1,00 1,50* 1425* 1,00 - 1,00 1,00
Refugio 2 Paoifioc Co. 2,00* 1,60% - 3.00* 1,00 2,00* 1,76 1,50% 2.80% o 50¢ +6B%*
Proyosed 2:50°% 2.,00* - :
Bouwn Co. 3.00 2125 - . - 1,00 2400° 1,60 - - 460 1,00
Santa Barbara H163 Paciflio Co, 3,00 760 - : 1.,60% 1,00 1,00 76 - 1.,60¢* 50 )
Proposed 3,00* 2.50% - 3,00% 1,00 2420 1,76¢ 1.60%* 2.50¢ o B0F 165
Hoirs Coa 2.,50°¢ 2,00* - 51460% %o 2.50% 1,00 2.00* 1,650¢ - 1,60* to 2,50% 60 1,00
Santa Yaris 846 Yaocifio Co. 250 2,007 - 2,00* to 2,50°* 1,00 2400 1,60 - 2.,00* +50 0
Proroscd 2450* 2.,00% - : 3,00% 1,00 2.00% 1,756* 1,60 R450* +50* «6bts
Hows Co. 2.50°% ~ s 14B0% 2,00* to 3460 1,00 2,00* - 1,60% 2,00* to 3.50°* 60 1,00
sunta Ynez 98 Y.cifio Co, {liot served by Puolflo Coiyany)
Pl'Ol)OSCd tO] 2450°* 2.:00% - 3.,00¢ 1,00 2.00‘ 1.76* 1,50¢ 7460* . 60* 1 GH4¥*
* 264 por nonth additional for deak sot equipronts
s 354 por rmonth additional for desk sot oquipmonts ,
(a) For priinry arcas in wiioh baso rates apply sse tups shovdng prosent and propoged privary rate avoas.

b) oo Hove Coupany Durnistns en exicnsion set viithout bell &% 60f poer months
veatdonono gorylee avallablo boticon ono &nd two milo it dihe,
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Table No. VIIX showe that in certain instances
the ratos are to remain as heretofore and that in other in=-
stances, the rates cre to be increased.

Table No. IX, being Petitioners' Exhibit No. 19~b,
shows the effect of the prueposed rates, in cormection with
tee elinminstion of duplicate stations, as estimated by pe—

titionors for the first year Lollowing the proposed consol=-

ldatione.




TABLE NO, IX.
_ s 3

GROSS LOCAL EXCHANGE REVENUE, SANTA BARBARA COUNTY PRIOR 10 CONSOLIDATION UNDER EXISTING RATES AND SUBSEQUENT
' TO GONSOLIDATION. TROPOSED RATES

| UNDEﬁ PRESENT RATES : e i UNDER PROPOSED - RATES ,
PRIOR 10  CONSOLIDATION YEAR SUCGEEDING GONSOLIDATION YEAR SUCOEEDING CONSOLIDATION . |
. { Year 1916) . (ERsTHMATED) (ESTIMATED) i
EXCHANGES Pacifio 5 Home : i Both — Jotal for §  Due %o ‘ “Total for -{Inoresse or
' COupany Company Companies Senta Barbara Elimimetion of Senta Barbara 1. Decrease
: Tel. Co. __Duplications Compeny -
Carpenteria $1,689.,40 $2,777.44 $4,366.84 $5,698.84 | 8 768.00 $3,903,04 $ 304,20
Gaviota® 11.40 ———— | 11.40 11.40 --- 16,00 3 B4 60
Golsta (&) 3,742.62 3,742,62 3,742,652 ~mm— 2,893,562 | 849,00 #
Guadalupe 8b61.78 1,367.22 2,219,00 1,812.00 407.00 2,0638,40 261.40
Las Cxruces™ 6400 ———— 6,00 6.00 ———— 15,00 : 9,00
® Lonpoo 3,901,48 6,992,76 10,894.24 9,623.66 1,370.68 11,904.96 1 2,881.40
Los Admos 488,8b 624.02 13 ,112,87 888.87 229,00 820.87 632,00 #
Los Olivos 213,93 (b) 213,93 (o) (o) (o) | {o)
Montecito 1,474.28 9,340,18 10,814.46 9,997%.46 817.00 9,696.96 , 401.60.%
Refugio* 2,40 ———— 2.40 2.40 -——— 15,00 12,60
Santa Barbara 27 ,874,60 64,466.07 92,340.67 7?8,335.67 14,004.00 99,004,87 20,666.20
Senta Msris 11,062.62 11,462,561 22,616.03 17,056.16 6,469.88 17,326,567 271.42
Santa Ynes ——— 2,402,96 2,402,96 - 2,498469 118,30 2,427.19 71.40 §
N I TOTALS 847,466, 64 103,175,68 160,642.32 1%1,468.46 28,173+86 149,986.38 22,616.92
/gzgiggial statement not availeble. Revenue computed froh olassifiocation of stations in service December 31, 1916,

Inocluded in Santa Barbara,.
Inocluded in Sente Ynesz. ’
Included in figures for Santa Yner as it is proposed to disoontinue the Paciffc Company exchange at Los Olivos,
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A3 will be observed, Teble No. IX shows thet the
total grogs revemune of the three existing componies Lfrom
tholr local exchange businees during the yeaxr 1915, was
8150,642.32; +hat after consolidation is effected, there
will be 2 loss of 323,172.86 due to the eliminntion of dum-
vlicate stations; that 12 the rates Troposed by Sante Barbera
Company are suthorized, the increases in rates will result
In an increasoed gross revenne of $22,516.92; and thet the
net result of the elimination of duplicate stations and of
the proposed increages in rates will be o gross revenue of
$149,985.38 a8 contrastoed with an actual combined revenue
of $150,642.52 in the year 1915.

Wo believe thet Sonte Barbars Company should be

cuthorized to charge ressoneble rates for the classes of ser-

vice waich it intends to give, even though as & result of

the severe competlition nexetofore existing certein of the
exIsting rates are lower then those auwthorized. It occurs

t0o ws thet 1if the existing telephone companloes, instead 6£
congelideting, should ask the Rellroad Commission to in-

croase taelir rates, the Commission wonld be obliged to an-
thorize some increasges, in any event. Wo are of the opin-

ion that Santa Barbarae Compary may be suthorized to charge

suoh rates as are just end reasonavle rates, having in mind the
retes being charged in communities having the number of sub-
geribvers waichn Sante Berbars Company will have in its various
excasnges, under telephonlic conditions a8 similear as possible

to those which exist in the territory here tnder considersticn,
assuning that service 13 rendered by & single telephone company
and not by two comveting compenies. nd we are further of the
opinton *hat the amount of seéurities which Sante Barbera Company
osnould be suthorized to igsue should rot exceed such securities as

are reasoneble in view of the net revenue which cean resason-




ably bve expected from ratcs which are normel under a single
telephone system pot having the duplicetions which exist in
the property of the three existing tolephone compenios.

In order to sscertalin whether the rates proposed
by Senta Burbara Compeny are no&mal and roesorable rates,
we directed the Railroad Commission'é telopiaone department
t0 make a careful comparison between the rates proposed by
Semte Barbera Company for its verious exchanges with tko
raetes provalling for similer classes of service in other

soctions of Califoranla. The exchienges chosen for the com-

parison were as nearly alike the various exchanges t¢ be

operated by Sente Barbera Commany, in numbor of subseribers
end from o teolephonic point of view, a8 vossibie. The ex-
chenges selocted were oxchanges operated by & single tele-
Dpaone company, geunerally Pecific Company, without eny of

the duplication walch will exist in the consolidated prop-
erty of Sents Barbars Company. On the basls of sxck & compari-
son, (with minor exceptions) the rates vrroposed by Saﬁta
Baxbara Company are reasonable rates to be charged by o singlg,
ron-duplicating, substituiionsl system doing the local ex-
chenge work neretofore dbne by the three existing telephone
compenies. It mumet be clesrly understood, however, that this
corclusion 13 based solely on comparison with rates now in ef-
fect 4in otkrer comparable yortions of Californiz, this being the
only besis a2t present avalleble 10 the Railroad Commission.

Weo are convinced that the claim of petitioners thet the rates
now prorosed "are far below what a commercial schednle of
retes should be" I1s directly contrary to the facts, if any re-
liconce 1g 1o Yo vlaced on rates volwntarily ostablished and
long in eRfect for similar clesses of service in other com~

varable sections of California.




e recommend thaet Senta Barbars Conmpany be aunthori-
zed to establish,for the vresent and until the further order
02 the Reilrosd Commission the provosed rates, provided tast
the conditions in the order hercin with reference to the
proposed consolidation are compllied witk.

Sente Barberas Compeny will continue the same free
awitching servicoe between the various exchanges in Sente
Berbvare County whlca has horetofore been in offect.

In response to Tkhe Ralilroad Commission's regquest

that vetitioners file a statement of estimated carnings and

oxpenses of Saznta Berbare Company subseguent to the propyosed

congolidetion, petitioners filed their Exhibit No. 1l4-b,
walch appears in Table No. X.




TABIE NO. X

u.&.NHA BARBJ:.RA "::Ia FO"TL COI\:PAI\JY == TS7 :D\JL”EID
LA /s S MRON CONS
.LIIG U-ﬁam bﬁ 6

OFZRATING REVINUZS:

Zxchange Sorvice Revonue . $127,468 446
Toll Sexvice Revenue 27,354e73
Miscel. Oporating Revenue 1,796483

TOTAL $156,620.02

DEDTCTIONS:

Telovhone Overating Sxvwenses -

Ordirary Renairs $26,915.10
Station Romovals & Cranses 1ll,798.40
Fotal Curront Idintensrce $08,713.50
TrefficiZxnense 96,501.30
Cormercial Imponse 22,122.00

Genoral xporze 11,061.00

$108,397.80

Other Deduetions,

Uacollectidble 1,696.02

Taxes 9,143.76
fontg of Delophone QLLices 1,320.00
" " Contacts 797.79

12,957,57

Total Deductions, $121,355.37

o

ZADANCE $35,264465
Zond Interest $19,825.00
Lvailadle for Depreciotion $15,439.65




The testimony herein shows that if the rates pro-
Posed by Santa Barbars Company are suthorized, retitioners
anticipate an additionmal revemue from exchange Service smount=
ing to $22,516.92. Furthermore, Table No. X gives no con=
slderation to normal increased business, either as to exchange
sexvice or toll éervice. The st&tementialso fails to make

certeln necessary deductions umder the head of station re-

movals end changes. We have made the necesssry changes in

Table No. Z and have also ostimated s tentative amouwnt for

depreciation sunuity. Table No. XI is Table No. X thus revised.




DABLE NO. XI.

SANTA BARBARA TELEPEONE COMPANY-—-BEVISION BY RAII;ROAD
)

Exchsnge Sexvioce Revenue $ 152.454.'40«
Toll Service Revenus . 31,467.94
Miscellaneous (perating Revenue 1,796.83

Total | $ 185,719.17

DEDUCTIONS:
Telaphone Operating Expenses:

Ordinery Repsirse $26,915.10

Station Removels & Changes 10,718,689
Total Current Maintenance B, 63379

mraffic Exponwse 36,601.30
Commexoial Expense 22,122,00
General Expense 11, 061. 00
Tnoollectible 1,695.02
Taxes 9,67X.69

Rent of Tel. Offlices 1,520.00
* n Contracts ' 797 79 120 ‘703.49

$ 65 016, sa

BALANCE

Bond Interest 19,8256.00 ‘
Derreciation 38,118.32 ' :
Aveileble for Dividends 7,072.36 $ 65,015.68




It will be observed from Table No. ZXI that on the

basis 0f the estimates therein contained, there will be aveil-
ablo the sum of $19,825.00 for bond intercst, being interest
at the rate of § pef cent on the total bonds which Santa Bar-
bara Company desifes to issue &t the prescat time, $38,118.32
for depreciation sand $7,072.36 for dividends. The sum of
$38,118.32 is tentative only, and may be comewhat high.

We desire to draw particular attention to the itenm
for dividends. The sum of %7,072.36 will pey dividends st the
rate of 6 per cexnt per annum on stock of the par value of oniy
$117,872.67. Petitioners hereln are asking an order suthoriz-
ing the issue by Santa Barbars Company 02 preferred stock of
tho par value of $403,000.00 snd common stock of the par velme
of $66,500.00. The very fact that the articles of incorporation
of Ssnta Barbera Company provide thaet no dividends shall be paid
on preferred stock_pribr to Jume 30, 1918, shows clearly thet it
ic intended that dividends shall be paid subsequent to that-date.
Puxrchasers of cumulative preferred stook generslly expect div1~l
dends. MNr. 3ush testified that the expenses ¢f Santa Barbers
Company will hereafter increace at least as much if not more than
proportionstely with the smount of increased business, so that we
cannot expect, on the besls of this testimony, any materisl im-
provement of the financisl condition of ‘Sente Barbsra Coxpeny over
the conditlion existing at the very veginning of the company's
business, wmless there is heresfter & further substantial incrcase
in rates.

Yr. Busk testifled frankly that although Sants Barbara
Company will be saticified for-the present with the rates which
the company ssks the Railroad Commission to authorize, the com=
pany contemplates the prodadle necessity of coming to the Rail-
road Commission within two years or thereabdbouts and asking s
further inceresase in rates, if it is to be sble to

-5Q=




meet the interest and dividend payments on the securities which

petitioners are pow asking the Rellroad Commission to authorize.

Tn view of this situstion, the intereste of the public in Sants
Barbars County imperatively require that the Rellroad Cormission
do not authorize an issue of securities in excess of such
amount a8 is reasonsble under the conditions which will prevall
in Sante Barbers Couwnty at the time the comsolidation is
amthorized, 1f authority therefor be granted.

Subscguent to tho hesring herein, Nr Bush transmitted,
witk letter dated September 18, 1916, 2 revised statoment of
opersting revenues and oxpenses. The letter cccompanying this
statement statos thet “4heore has alresdy teen a substantisl in-
crease in the number of telephones in Sants Barbars County in
1916, as well as su increase in the smount of toll businese
handled by both long distonce telepkone companles in Santa
Barbare County. MNr. Bush expresses the belief that this In-
crease will be further auwgmented by the fact that all subscribd-
ors will be furnished sccess to the toll lines both of Decific
Company snd of Taited States Iong Distence Telephone snd Tele-
greya Compeny.

mhe revised ctatement thus submitted by 1. Bush

appeasrs as Table No. XII.




TABLE NO. XII.

SANTA BARBARA TELEPHONE COMPANY-~REVISION BY PETITIQNERS

TorlALry LNCREASES LN

OPERATING REVENUES
) ervice Revenue
Toll Service Revenue .
Miscel, Oporating Revenue
. Dotal Revenue

DEDUCTIONS

rdinary Repaire $26,641.24

Btatignckomovals _ 5.8 ‘

and Changes 12,228,80
Total Current Masintenance $38,870.04
mraffic Exponse 37,714.49
Commercial Expense 22,456.16
General Expense 11,061.00

$110,100.68

OTEER DEDUCTIONS - .
collec 1,767.89
Taxes 2,226,828
Rents of Telephono 0ffices 1, 520.00 '
Reunts of Contraots . - 79’?,’?9

| $ 15 102,50
Total Deduotions | ' 3 '126,223.18-

BALANCE FOR DERRECIATION AND INTEREST 66,106.39
~ Deduct Interest - ' 19,826,00 -

~Bolence for Doprecistion and Dividends - 45,981,329




Tf the amount shown in Qable No. XI for depreciation,
being the swm of $38,118.32, is subtracted from the balance of
845,281.39, for depreciation end net profits shown in Teble No.
XIT, thore will remain avellable Lor dividends the sum of
$7,163.07, whick is elmost idertically tﬁe sum shown ox Table
No. XI and estimated by the Reilrcad Commission prior to the
receipt of the letter from Mr. Bush, dated September 18, 1916.

We sre satisfied from the evidence herein that Santa
Barbara Compeny will not be able, under such rates a3 the Rall-
rosd Comanission may reasorably snd fairly authorize, to meet
the interest payments on its provrosed bond issue and also the
d4vidends on the proposed preferred and common capitel stock,
nor evern axny consideravlo portion of the dividends on the preo-
sorrod stock slome. We are satisfied thet the amount of cepital
stoeck to be issued by Sante Berbare Company should be only such
smount as now appears to be reasosabtle and that the amount
asked for dy petitioners should de materislly reduced.

We draw atfention to the fact that 1L rates could be
increased sufficlontly to enadle Sente Barbara Compeny to pay
the dividends on the preferred stock to be issmed to Pacific
Compeny, the resnl? would be that after two yeers Pacifioc Com-
pany would receive each &ear, free snd clear, dividends of
$18,900.00 from property walch with the exception of a few
hundred dollers in 1914 has not, during tke last five years,
peid even maintenance and opersting expcmses. In otker words,

tho mere fact of consolifation would convert & hopelessly

losing venture into one ylelding a handsome profit to Pacific

Conpany.

Thile not at this time Indiceting the exact amount of
cepital stock which the Rallroad Cormission will authorize
Sente Parbare Company to isswe, the order herein will contain
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a condition to the effect that the consolidation cammot be
effected vatil the amount and character of the capital stock
to be iseued by Sants Barbara Company hes been satisfactorily

ad justed by petltioners.

We have here a proceeding in which the telephone
companiesfggggibeen competing with one another, as well as the
rublic in the territory affected, are agreed in desiring a cou-
solidation of the existing telephone properties. That the
service, both local and long distance, will be extended 1s
cieax. The rates which we are authorizing seem to be Just and
reagsoneble, on the facts now at our commsnd, for the service to
be performed. The smount and character of securitlies to be
issueld by Senta Barbaxa_Company'must be made reasonable before
the consolidation can become effective, so‘that the rate payers
of the future will not beo buéaene& by reason of excessive in-
terest and dividend payments anticivated by the parties from
an excessive amount of securities now suthorized.

No one has opposcd the proposed cbnsolidation.

The only argument which occurs to us sgeinst the pro-
posed consolidation is the fesr that after competition has been
eliminated, Santa Barbars Company may possibly become remiss in
14g duty to the public, as was the case with Suaset Telephone
end Telegraéh Company prior %o the entry of City Comvany snd
County Compeny into the field. Quite generally, prior to the
congtruction of the so-called "Home™ telephone compenies in
this State, the public did not recelve from the existing tele-
phone monopoly the service which the public had & right to de-
mend. 4t thet time, however, the State had not established a
state commission with power to supervise and regulate telephone
utilities in their rates, service, extensions end finences.

The faot that & consollidated telephone company se-

curing o monopoly in Sante BarbaE%:County may hereafter be-




come remliss in its duty to the »ublic is not, in our opinion,
sufficient reason Lor refusing to suthorize a comsolidation which
ousnt to result beneficlally to the public and which is desired
by the communities affected.

In the least cnoalysis, the vital gquestion in comneetion
wits congollidetions of this character, resulting in the granting

of & monopoly to &2 utility in & given field, will always be
whether, wnder the supervision and reguletion now estehlished by
this State, the State will be strong enough and effective enough
to compel good sorvice at reascmsble ratec and an enlightened
policy toward the publiec, in case the utllity having such monopoly
should be disinclined to do Its duty toward the pubiic, It mst
oo Dresumed, In this connection, that the pudlic will be vigilant
in the defense of ite rights}and that it will Insist taet the
publiec officials entrusted with the supervisioﬁ'and regulation of
yublic wntilities will be alert and vigorous in the protection(of
the public, a8 well 23 Just and constructive in their deaiinss
with the publig utiliQéggéxeg%f%ggwhority vested Iin this Commis-
slon will, of course,/vigorously in the Iinterest of impartial

Justice to all.

If those means prove inadequato, there is always the

£inal remedy of acquisition and oyeration of the utilities by the
public. Te Dbelieve that thls final possidbility will generally

induce even such public utility monopolics as might not be in-
elined to do their full duty under regulation by the state
euthorities, to accord to thelr cuétomers and subscribers the
treatnent to which they are entitloed.

After o cerelvd conslderation of the Ilssues luvoelved
herein, we have reached the conclusion that the petition herein
should be granted to the oxtent and sublect to the conditions

specilicd In the ordor herein.




Ve submit the following form of order:

SANTA BARBARA TEIEPHONE COMPANY, HOME TELEPEOQONE &
TELEGRAPE COM?ANY‘OF SANTA BARBARA COUNTY, EOME TELEPEONE &
TELEGRAPE COMPANY OF SANTA BARBARA, SUNSET TELEPHONE AND
TELBEGRAPE COMPANY and THE PACIFIC TELECDHONE AND TELEGRARE
COMPANY heving £iled +their petition herein as apvears in the
opinioxn which precedes this order, and 2 public hearing having
been held and this proceeding having beon submitted and belng
now ready for decision,

IT IS HEREBY ORDERED as follows, subject to the con-
ditions which appesr in tho latter portion of this order:

l. Home Telephono'& Relegraph Company of Sante
Berbare 1S heredy sutborized to sell and convey to Santa Barbara
Telephone Compeny all the lands, property and righis of Eome
Telephone & Telegraph Compsny of Sente Barbars, except the right
to be & corporation, the lands to be conveyed including those

two parcels of real proverty which are specifically described in

Exhibit No. 1 waich is attached to and made a part of this order.

2. FEome Tolophone & Telegrapyh Compony of Sants Barbare
County is hereby eunthorized to sell and convey to Santae Barbare
Tolephone Company all the lands, property and rights of Home Tele-
phone & Telegraph Company of Sante Barbars County, except the
right to be 2 corporation.

3. Sunget Telephone & Telegraph Compeny is heredy
authorized to sell and convey to The Pacific Telephone & Tele-
greph Company for the sum of $10.00 in cash all the laxnds,
property and rights of Sunset Telephome & Telegraph Company in
Sante Berbere Comnty and in thet part of San Luls Obispo Comnty

\




known as Ramcho Guadalupe, including the rights of Sunset Tele-
Yhone & Telegraph Company under Crdinance No. 57 of the Town of
Lomnoc, approved April 17, 1893 and O;dinance Noe. 293 of thé
City of Sante Barbars, approved February 7, 1896.

4. The Paclfic Telepuone and Telegraph Compeny is
heredby authorized to Sell end convey to Sants Barbars Telephone

Company the lands, property and rights whickh are(gpeo&ftua&&w~)

described in Exhibit No. 2, which fs attached to and mede & part
of this order. |

5. BHome Telephone & Telegrapk Company of Santa
Barbara is hereby authorized to sell and convey to Senta Barbara
Telephone Company. and Santa Barbsra Telephone Compeny is heredby:
authorized to acgulre 2000 shares of the capital stdck of Eome
Tolephone & Telegraph Company of Sénta Barbara County, having a
paxr valuwe of $200,000.00, which skares of capital stock are owned
and controiled by Home Telephone & Telegraph Company of Santa
Barba:a.umwm |
U6 seate Barbers Telephone Company is Leredy suthorized
to issue to Home Telephone & Telegraph Company of Santa Barbare
in payment for the property to be conveyed by Home Televhone &
Telegraph Company of Santa Rarbars to Sgnta Barba;a Teleyhone
Company, such securities as may hercafter be aunthorized by
supplemental order herein. |

7. Sante Bardara Tclephone Compony is hereby authorizpd
to pay to Home Telephone & Tolegrapk Company of Sants Barbars
County, in conslderation for the property to be conveyed by Eome
Telephone & Telegraphr Company of Sante Barbaye County to Santae
Barbara Telephone Company, suck compensation or to issue such
securltles as mey hereafter be authorized by supplemontal ordex

herein.




8. Santa Barbars Telephone Company is heredy
snthorized to issue to The Pacific Telephone snd Tolegraph
Company, in considoration for the property to be conveyed by
The Pacific Telephone and Telegreph Company to Santa Barbare |
Telephone Compeny, such securities as mey hereafter be anthorlized
by suprlementel order herein.

9. Seants Barbars Televhone Company is hereby authorized
to exncuxe'to Los Angeles Trust & Savings Bank ;ta deed of trust
or mortgage in sabstantially the form of Exhibit P attached to
the petition herein, to secure the issue of 5 por cent 30-year
gold bonds of the face value of 3700,000.00 and to issue its bonds

secured by such deed of trust as follows:

a- Sants Barbara Telephone bompany 1s hereby suthorized

to isgue its 5 per cent 30-year first mortgage bonds of the face
valune of 5100,000.00, to ret in cash not less than 90 per- cent

oL face value, plus accrued interest, and to use the ?roceeds fox
such purpose as may hereafter be specified by supplementgl order
herein. | :

b~  Santa Barbara Tolephone Company is hereby author-
ized to issue its first mortgage 5 per cent 30-year bonds of the
face value of $169;OO0.00, in exchange for thae entire outstanding
issune of $200,000.00 Zece value of bonds of Home Telephone &
Tolegraph Company of Santa Barbars.

c; Sante Barbarae Telephone Company 1s heredby author-
1zed to.issue its Lfirmt morvgage 5 per cent 30-year bonds of the
face value of $127,500.00 ir exchenge for the entire outstanding
iseue of bornds of Home Telephone & Telegraph Company ¢f Santa
Berbara County, smownting to $150,000.00.

d~ Santa Berbvars Televhone Company is heredby author-
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ized to issue 1ts first mortgage 5 per cent 30-yesr bonds,
from time $o° time, of the fa&e value of £1,000.00, $500.00,
and $100.00 in exchange for its bonds of lower denominations,
but of an egquivalent par value, in so far as such bonds of
lower denominations may be lssued under the order hereln.

e- Santa Barbaras Telephone Company is hereby

capital
authorized to issue one shere of common/stock to each of
five directors for tho compensetion of $100.00 por snare,
the proceeds to be dovoted to such purpose as may hereafter
be speciflied by suvplomentsl order hereolin.

10. Santa Barbars Televhore Company 1is heredby
gutnorized to make effective the rates, rulesand regulations
heretofore filed by sald company with the Rallroad Commission.

/ uﬂu“¥ provided . that the conditlons hersinafter..set-forth-shell- have -
| -’om-complied--m-thv)

11. The authority herein granted to petitioners
to pexrform the actgvherein speéified-shall not become effec-
tive uwntll the Rallroad Commission shall have issued its
supplomental order or orders herein reciting that petitioners
have performed the following acts to the satisfaction of the
Rellroad Commission:

(1) ©Potitioners shall submit to the Railroad Com-
mission a revised plan with reference to the amownt end

character of capital stock 1o be issued by Santa Barbaras

Telephone Company in excheange, im wiole or in nart, for the

properties to be acquired by it.




(2) The Pscific Telephone and Telegraph Com-
Pany ahalllpréaent to'the Railroad commiaaion a form
of deed of conveyance to Santa Barbara Telephone Com-
pany, revised a8 indicated in the opinion whlch precedes
this oxrder, in the manner of franchises, or shall other-
wise take steps satisfactory to the Railroad Commission
to safeguard Sante Barbara~melephone.Company in the mstter
of franchises owned or claimed by The Pacific Telephone
and Telegraph Compaeny. ‘

(3) The Racific Telephone and Telegraph Company
shall file with the Reilrosd Commission a stipulation,
duly authorized by its board of directors, agreeing for
itgelf, its successors and sssigns, that it will never
claim in any proceeding before the Ralilroad Commission,
any court or any other public authority, any value for
the franchises which are to de conveyed to 1tlby Sunset
Telephone and Telegrnph Conmpany in excess of the moneys
which were originally paid by Sunset Telephone and
Telegraph .Company for saild tranohisea'to the publiec
authorities granting the same, which moneys shall be
stated for each franchise in ssid atipulation.

(4) Sante Barbara Telephone Company shall
£1le with the Railroad Commission & stipulation, duly
authorized by its board of directors, agreeing for
iteelf, 1ts successors anrd assigns, that it will never
oclaim in any proceeding before the Rallroad Commission,
any court or any other public suthority, any value for
the franchises which are to be conveyed to it by The
Pacific Telephone and Telogiaph Company, Home Telephons
& Telegraph Company of Santa Barbara and Home relaphona
& Telegraph Company of Santa Barbara County, in excess of
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the moneys which were originally pald by the respective

gractees of sald franchises to the public aunthorities
granxing the same, which moneys shall be stated for
each franchise in said stipulation.

The foregoing opiniocn and order are hereby
approved and ordered filed as the opinion and order

of the Railroad Commission of the State of California.

‘Dated at Sen Francisco, California, this Zud-
c¢ay of - October, 1916.

Oommiasibnérg;‘




EXHIBIT NO. 1.

A1l that cexrtain real proyerty situate, lying and

being in the City of Santa Barbera, County of Santa
Barbara, State of California, and more particularly de-
scribed as follows:

Commencing at a point in Block number
One Eundred fifty-eight (168) 4in the southeast-
erly line of Carrillo Stresct, distant thereon
one hundred and £ifty (180) feet southwesterly
from the scutherly corner of Carrille and State
Streets, and running thence at right angles into
sald block and parallel with State Street, ome
hundred sixteen (116) feet three and one-half
(3%) inckes to an slleyway twenty (20) feet in
width; thence at right angles southwesterly and
varallel with Carrillo Street and along sald
alleyway thirty (30) feet; thence at right angles
rorthwesterly and parallel with State Street
one hunired sixteen (116) feet three and one-
hal? (3%) inches to & point in the southeasterly
line of Carrillo Street; thence along said Carrillo
Street northeasterly thirty (30) feet to the point
of beginning. .

Al)l that certain real property situate, lying
and being in the County of Sants Barbara, State of California,
end more yparitioulerly described aB follows:

Beginning at & voint on the south line of the
County Road running from the Hot Springs Avenue to
San Ysidro Road, distant four hundred and forty
(440) feet, north eighty-four (84) degrees east,
from the west corper of that certain tract of land
conveyed by Thomas Hosmer and wife to the First
Presbyterian Churoh of El Montecito, by deed dated
Jenuary 24th, 1891, and resorded in the offlce of
the County Recorder of Santa Barbara County in
Book 29 of Deeds, page 537, said point being also
the oast corner of that certein tract conveyed by
the parties of the first part to Perey 0. Buell,
by deed dated Meroch 10th, 1900, and recorded in said
Recorder's office in Book 70 of Deeds, page 1llb,and
running thence south and along the east lime of sald
lot 80 conveyed to Percy O. Buell, one hundred and
ninety-eight (198) feet; thence north eighty-four
(84) Qegrees east and parallel with the said County
Roard, thirty (30) feet; thence at right angles north
and parallel with the east line of lot so conveyed to




Peroy 0. Buell, one hundred and ninsty-eight (198)
feet to the south line of said County Road:; thenoe
at right angles south eighty-four (84) dogrees west,
along said County Roed, thirty (20) feet to the place
of beginning. ’

TOGETHER with all the tenements, hereditaments

and appurténanses belonging, or in anywise apperteining,
to the two parcela of real property herein described.




EXHIBIZ NO. 2.

FIRST: That certain frenchise granted by the City
of Sante ﬂhria to The Pacific Telephone and Telegraph
Company by Ordinmance No. 41, passed August 19, 1912;

SECOND: That certain franchise granted by the Town

of Lompoo 6 Sunset Telephone and Telegraph company by
Ordimance No. 57, pessed ipril 17, 1893 |

IHEIRD: That certain franchise granted by the City
of Sanxa Barbara to Sunset Telephone and Telegraph Company
! Lo
by Ordinance No. 293, passed Eebruary 7 18961 lﬂ*tb““*’dau
Y e e
Crapisat £iwd~*"“ FOTURTH: A1l that real property situate, lying and
being in the City of Sants Barbara, State of Californie,
and more perticularly desc&ibéd as follows, to-wits
Commencing at the northerly cormer of Do la
Guerrs and Chapals Streets, thence noxrthwesterly
elong the northern line of.Chapaia Street one
hundred fifty-five and thirteen one-hundredths
(155-13/100) feet; thence at right angles north-
éaaterly'fifty (50) feet; thence at right angles
southeasterly one hnndred and fifty=-five and
thirteen one-hundredths (165-13/100) feet to the
northerly line of e Lo Guerra Street and thence
gouthwesterly along the westerly line of De Ie
Guerra Street fifty (50) feet to the point of com=
mencement, being part of City Block No. Cne Hundred

snd seventy-five (L75) of the City of Santa Barbara.




TO0GETHER with all apnd singular, the tenements,
hereditaments and appurtenances thereunto belonging, or
in anywise appertaining, and the remainder and remainders,

reversion and reversions, rents, issues and profits thereof.

PIPTH: All of the poles, lines, wires, cables,

conduits, switehboards snd other plant and property, and

all the easements and rights of way owned dy The Pacific
Telephone and Telegraph Company snd used by it in furnish-
ing telephone service in the County of Santa Barbara, State
of Californie, and in that portiom of the County of San Iuis
Obispo kmown a8 Rancho Guadalupe, except the following proper-
ty of The Pacific Telephone and Telegraph Company:
. throagh toll pole lines.
2. through toll serial wires, including
the Santa Barbara-Santa Msris loop,
which is used a3 one of the physiocal
loops on which & through phantom circuit
1s set up.
subseribers’ stations, which are duplicat-
ed by stations of Home Telephone & Tele~
gravh Company of Sants Barbara and Home
Telephone & Telegraph Company of Santa
Barbara County.
equipment in the offices at Montecito,
Senta Ynez, Los 011va£??£3§'a1amoa and
Guadalupe.
plant comprising the office entrances

et Montecito and Lompoc.
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