
:Dec1sion No. ___ _ 

:BEFORE TEE RAILROAD COl~i:ISSION OF TE STATE OF CA:tJl'ORNIA 

---- ... 

I:o the matter of the e.:pp11ca tion of } 
S~TA BA.UA.~ TELE?E:ONE COMPlJrr for ) 
an order eut~orizing the issue of ) 
capital stock ~d bonds, the execution ) 
oi a deed of tr~st ana operation under ) 
various franchises; of HO~ T?L~~EO~~ ) 
8: T:::r.EGRAZE COM.:PA1TY OF SANT.~ B.A.~ ) 
COUNTY for an oTder suthOTizing the } 
sale of its property to SANT~ BARBA.~ ) 
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TZLEPEONE COMPA1TY; of HOME TELEPHONE & ) 
TELEGRA.'tIE COllrEANY OF SANTA BA..~:SARA tor )) 
an oTder ~uttorizing the sale of its 
~ro~erty to SANTA ~~~~ TZLZPRONE ) 

Application No. 2265. 

COl.~ANY: of SUN SET TELEPEO~'"E .AJ."ID TELE - ) 
GP..A?E COli?.A.l\TY fo::- en ord.er authorizing } 
the sale of its property in Santa Bar- ) 
b~ra Co~ty ~d a part of San Luis ) 
Obispo County to TEE. ?A.CIFIC TELEPR01"E ) 
~TJ) ~LEG~:S: COMP!J!Y; and of ~ ) 
PACIFIC TbLZ?1:IO~'"E iJf.D TELEGRAPH COMPANY ) 
for ~ order ~uthoriz1ng the sale of ) 
oertain of its property to SAN~ EKRBARA ) 
TELE?:aO~'Z COliPAlfY. ) 

PillsburY, Madison & Sutro, by H. D. Pillsbury; 
and James T. Shaw fo~ The ?ac1f1c Telephone and 
Telegrll.:ph Company a:ld Sunset Telephone~.and Tele-
graph Company .'._". 

Chickering & Gregory. by Allen L. Chicke~ing. for 
Rome Telephone & Telegraph Company of Santa :Barbara 
and Eome Telepho~e & Telegreph(Company of Santa Bar-
bera County. . 

Frank L. Rabe for So.nta Barbara. 'Xelephone Company. 

T'E'ETJ!:N and GORDON, Cot!lI:iss1oners. 

OPINION ..... ~-----

This is a proceeding for the consolidation of the 
properties of three telephone companies operst1ng in Santa 

Barbsre County, with the exception of certain toll property 

of The PacifiC Telephone and Telegr~ph Coml'ans. 

A public hearing in thie ~roceoding was held 'in 
\ 

Santa Barbara on September 12; 1916. 
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The petition herein alleges, in effeot, that Santa 
Earbara Telephone Compans. Rome Telephone & Telegrcph Company of 

Santa Barbara County, hereinafter celled the County Co~pany. 

Rome Telephone & Telegrsph Company of Santa Barbara, here1:after 

called the City Company, and The ~ac1fic Telephone and Telegraph 

Co~aDY, hereinafter called. the J?aCi:f'10 Company, are all Cali-

fornie corporations authorized to engage in the telephone busi-

ness; ths:b tho f1J:lSncial cond.ition of petitioners is set forth 

in the petition; that the Santa Barbara Company desires to ac-

quire the properties of the other three petitioners, ss more 

specifically described in the petition and exhibits attaohed 

thereto; that the Sents 'Barbera Company desires to issue a por-

tion of its authorizod oapital stook and conds for cash end for 

the property of the other three petitioners, as specif1catl~ 

set forth in the petition; that the nvalue" of the physical 

portion of the property to b(~ ~cqui:red. from the County Compll.Zl~ 

and the City Company, not including certain cd~1tions made sub-

sequent to June 30. 19l5, is t~87,e16.56; that the "valuewof 

the p~sical ~roperty to be acqUired from Pacific Company is 

'$34l,702.96; thct the Santa Barbera Compan1 desires to authorize 

a bonded indebtedness ot the face value of $700~OOO.OO. to be 

secured by deed of trust; that the County Company, the City Company 

and The Pacific Telephone and ~olegraph Company ere respectively 

the owners of properties specifically described in the petition 

and in eXhibits ettached thereto; that the ~roperties to be ac-

quired fro~ the County Company 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 t~e Santa Barbara 
Company deSires to refund said bonds end to disoharge the lien 
of said deeds of trust; and that the s~ta Barbara Com~ny desires 

to issue one share of its capital stock to each of its five 
directors. 
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~he ~etition asks the Railroad Commission to make its 
order a& follows: 

(~) Authoriz~ng the ~oau& b~ Snnt~ Earbars Comp~ 

of its bonds of the face value oi $lOO.OOO.OO~ to be sold for 
not less t~n 90 per cent ot their t~ce value, plus acerued 

interest; 

(2) Authorizing the San tc. :aa.rbe.r~ Com:pany to :is sue 
to t~e City Company its proferred capital stock o~ the per value 

of $8S~OOO.OO and its common c~pital stock of the par value of 

~66.000.CO; 

(3) Authorizing the Santa Barbera Company to issue 

to the Pacific COQ~~Y its ~referred oapital stock of the par 

value of $315,000.00; 
(4) Authoriz1ng tho Santa Barbara Company to issue 

to the preee~t ho!ders of bonds of the County Company, bonds of 

the Santa Barbara Comp~ny of the face value of $127,500.00 and 

to the present holders of bonds of the City Company bonds of the 

santa Barbsre Company of the face value of t.169~OOO.00; 

(5) Authorizing the Santa Barbara Compen1 to create 

a bonded indebtednesS of tho face value of $700.000.00; ~d to 

secure the same by deed of trust; 
(6) Authorizing the County Company end the City 

Company to sell their entire property except their right to be a 

corporation. to Santa Barbara Company. authorizing the ~acif1c 

Compeny to sell a specified portion of its property to the santa 
Barb~r~ Company~ ~nd ~uthorizing tho Santa Bcrbara Company to 

purch~se ~d thereafter operate said properties; 
(7) Authorizing the Se.:rltS. Barbara Com:pany to a.cqu1re 

tho oapital stock of the County Company. ~d authorizing the 

City Company snd the Pacifio Company to acquire oapital stock of 

the Santa Berbara Compa~v: 
(8) Authorizing santa Barbare Company to 1ssue its 
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bonds of the 'fao e value of ~~lOOO. ~500 and ~:lOO, r08po ct i vel~ • 

in exch~nge tor its bonds of lower deno~1n~tions when hereafter 

requosted by tbe holders of such bonds; 
(9) Authorizing Santa Barbarn Company to issue one 

shere of its common capital stock to, e~ch of its five directors. 
The subject matter of this opinion will be considered 

under tho following ho~ds: 

1. 
'.) .... 
3. 

4. 

5. 

7. 

8. 

9. 

Telephone co~petit1on in Santa Barbara County. 

The Paoific Telephone and Telegraph Compen~. 

Ro~e Telephone & Telegr~ph Company of Santa Barbara. 
Eo~e Telephone & Telegraph Company of Santa Earbara 

County. 

Sunset Telephono and Telegraph Company. 

Desire for oonsolidation. 

1. 

~lan of consolidation. financial and physical. 

Frsnch1ses. 
Conditions after conso11dation- balanoe sheet, 

service. rates, revenues and expenses. 

TZLEPROl'm C01.3TITION IN SAl~TA BAR13A..1U COUNTY. 

Sunset Telephone and Telegraph Company, the Pscif1c 

Company'z '~:'('leeeor;:: ~ o't?nod. Met o:per~ted. a local eJ:lo. long dis-

tance tolephone service in a limited ~ortion of Santa Barbara 

County at a time, not definitely shown in the record herein, ~rior 

to the incorporation o~ the City Company end the County Com~eny, 

The t~stimony shows that the same failure 

to g1~e just ~d reasonable service ~hich causea the incorporation 

of ~ome" co~panies in other sections of California caused the 

esta'blish:nent of the City Coml'ans and the County Company in Sante. 

Bal'be.ra County. In that portion of Santa Barbara County which 

was at the time 'being served by S~set ~elephone and Telegra~h 

Company. general complaints existed with reference to the service 

0'£ SUnsct ~elephon,e" snd. ~eleg:raph Com~e.ny, its failure to mako 

desired extensions and its general ~olicy towQrd the publie. A 
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group of S~ta Barbera cepitalists saw in this condition an 

opportunity to est~bliSh a compoting tolephone co~pany in the 

City o! ~anta Bs~bar.a • . 
Tbe efty Company was accordingly incorporilted on !liay 1~ 

and shortly after comoenee'd business 
1904 .. /\"71 th 500 . telephones. In !ldd1 t10n to. its So.nte. Barbara. 

excl:ange. the City Compa.ny establ~shed. ~ excho.nge at !\:ontec1to 

in 1904, at Carpinteri~ in 1906, and ~t Goleta in 1911. 

In order to c:a.rry on its business more' succ&sstully, 

the C1 ty Company 'concluded tha.t it would be necessary to estab-

liSh toll lines and local exchanges.in Santa Barbara County out-

side the City of Sant~ Barbara and its environments. Accordingly. 

on AU.gust 28, 1906 .. the City Company caused the incorporat1on 0:1:' 

tho County Company, which company commenced: operations on Me.y 1, 

190'1. ~e County Company's original installation included a. toll 

line from Santa Barbara to So.nta. Maria., wi th loops to LompoC' a:ad 

Guadalupe. and exchanges a.t Santa Ynez, Los Olivos, Los Alamos, 

Orcutt. santa Maria, Guadalupe. an~ Lompoc, all in santa Barbara 

Cotz.."1ty. A year or two la.ter. tlle Los Olivos exchange wa.s cut 

into Santa Inez exchange· end the Orcutt exchange into the Santa 

Maria O'xellange. '!he terri tory served by the c.ounty COmpany. out-

side the cities or towns of Lompoc, Santa. ~ia and Sante. ;me~ 

is the oil and farming district in the northerly end. of Santa. 

Barbara County. 
~e City Company and the C¢unty Company e~te:re,d. int.o a 

contract wi til United States Long Distance ~elephone and. 'J!elegral'h 

company ~or toll service to anCl from points outside of santa 

:Barbara C:O'Onty. 
IJ,!he entry of the City and. the County Companies into 

the f1el~ resulted. in a period of severe competition between the 

City 8llci. 'the County C'ompanies on the one hand, and Dle Pa.cific 

~lephone tJ.%ld ~eleeraph Company on the other. The d.1sastrous 

effects of thi s competition on the finances of these companies 



Will hereinafter be eet torth. We may illustrate the drast1¢ 

steps resorted to during this period of compet1 tion by drawing . , 

attention to the tact that in its santa Barbara and Lompoc ex-

changes the Pacific Company reduced 1 ts rates for one party 

residence service to $1.00 per month and 'for two party residence 

sen'iea to 75 cents per month, which rates we,t:le11eve to be: the 
rates 

lowest/for this class of telephone servic'a: obtaining in any por-

tion of California. in any co:Il.tluni ty having the characteristics, 

from a telepho!le point of view, obtaining in these two~~·exch&nges.- .. 

As ·the r9:s1:l t of this competi tlOIl, tile three telephone companies 

involved tOtillct themselves on June 30, 1915. with the telephone 

stations in their variou.s exehangos ill Santa. Barbara. County shown 

on ~e.ble No. I. 



TA'BE lTD.I 

'" Rome- T'otal 
~acific Co~,an~ com~e.nies Ststiona, 

!total Dun!icate EiClusive .. ota! Du.:p1 icat.ee, 
Exchan~e Stations station~ stations St~tion:;: Elimina.ted 

Carp$nter1a 81 40 41 172 213 

Gaviota. 0 0 0 0 0 

Refc.gic 1 0 1 0 1 

Goleta. 33 0 33 170 203 

Guada.lupe 43 17 26 67 93 

Esrris Ststion 0 0 

Lompoc 322 129 193 367 560 

:tos Ale.mos 32 13 19 32 51 

I.03 011't"os 13 8 5 24 29 

Montecito 84 36 48 413 461 

Santa Ee.roara 2086 670 1/.1116 3177 4593 

santa Maria. 520 240 280 551 831 

SantiJ. 'Yne~ ~ 0 0 85 85 
" 

~ota1 3215 1153 2062 5058 7l2(:> 

Estimated Du:plieat& Stations to 'be rete.ineCt in 
City of Santa Barbara a1~er consolidation S5 

3atimatod Total Stationo, Duplicate Ststions 
(excopt 35 in Cit~ of Santa Barbara) elimin&toa 7155 

* E3ti~tod for June 30, 1915. 
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Detailed reference will hereinafter be made to the 

e£fect of this competition on the telephone companies which 

engaged therein and to the desire for consolidation both on the 

pnrt of the telephone companies and of the general public in 

Santa Barcara County resulting therefro~. 

2.. ~ PACIFIC TELEPHONE AND TELEGRAPH COMPANY 

~e Pacific Company is engaged in a local and long 

distance telephone business in the State of California and else-

where. In Santa Earba.rs. CO'Wlty. the Pacific C'ompany opera.tes 

a long disttmce 'business and bas excb.anges at: Ca.rp1nteria, Gaviota.. 

Guadalupe. Las Cruces, Lompoc', J;;¢s .namos. Los Olivos, Monteo:i to .. 

RefUgio, Santa Barbara, santo. Maria., and. Santa Ynez.. ~e 

Pacific Compnny's exchanges at Gaviota, La8 Cruces, Los Olivos 

and Refugio are exclusive. As appears Zrom ~able No. I, the 

Pacific Company, on June ~O. 1915, hed a total of ~215 stations 

in Santa ~arbara County, of which stations 205a were exclusive. 

~e Pacific Comp~~y proposes to transfer to the 

santa .J:!arbara C'ompeny certain franchise rights hereinafter more 

spec1:!1ca.ll1' referred. to. and all its physical property in the 

c.ou.nty of San t& Barba:ra nnd in thl:l. t portion of the COUll ty of 

San Luis Obispo which is known as Ra.n~ho Gu.aclalupe, with the 

exception of tho following property: 
( eo) 'Zc.e through toll pole 1 ine e. 
(b} ~e through toll eeria1 wires, including 

the ~ta Barbara-Santa Maria loop~ which 
is used as one of the physieal loops' on 
which ~ through phantom circUit, is set up. 

(c) '!he, subscri be'rs 'stations which are dup11ea.ted. 

by stations of the ~unty Company and the 01 ty C'ompeny. 
Cd.) :be equipment in the offices a.t Montecito. 

sante. Ynez, Los Olivos, Lompoc, Los Ale.m06 end Guadalupe. 
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(e) ~e :plant comprising the o~fioe entrances at 

Monteeito sn~ Lompoc. 

~e Pacific Co~any presented' as its Exhibit No. 13 

herein. an inventory and appraisal of tho companyYs telephone 

property in Santa Barbar~ County, involved in tho consolidation, 

as of June 30, 1915. 

!he amounts of money shown in the Pacific crompany's 

~~ibit No. 13 are, :re~resented as being the "structural value~ o~ 

the property as of June 30, 1915. ~e Pa.cific .C¢mpany defined 

"'stru.cture.l value~ as being "t.h.e eost of reproduction or replaoe-

ment of the physical structures, less the diminution in value duo 

to w.ear, tear, obsolescenoe ~d inadequaoy known to oxist at 

the date of the apprnisal and using tho words replaoement or 

reproductio~ to mean the cost of building the plant in the manner 

in whioh it was bu11t.~ ~e unit prioes fOl" ~aterial used by 

tile P&eific ~om:pe.ny 1101'0 the average prioes in effect during 

the three and one-half years ending Juno 30, 1915, and the prices 

for labor w.ere general prices secured from the Pacific COmpany's 

knowledge of the costs of telephono labor in other parts of the 

state. In ascertaining tho diminution in value of the property~ 

the PacifiC Company did not take into consideration the ususl life 

tables and did not asce~t~in' the number of years auring which the 

various portions of the property have actually been in service. 

~he cocpany's conclusions with re~erenco to the aiminution in 

value of the property rest largely on inspeotion of the property. 

~e Pacific Company repr'esented that the original 

eost to date of this prol'ert.y is not available. 
!rho P..ailroad COmmiSZ10ll presented, a.s Railroad COI:I.-

:li3sion's Exhibit. No.1, e.n inventory and appraisal of the 

physical property involved in this proceeding and belonging to 

each of the three exist~ng telephone companies as of June 30, 1915. 



preparad by the Railroad Commission's engineering department. 

~he department's estimc.te of re!'roduction cos.t is an estima:ta 

to reproduce or replaoe the physical property as of Juno 30, 

1915. ~he esti~te of reprod.uction cost less depreciation 

is the r&sult of the subtraction from the estimated reproduction 

cost ot the accrued depr~ci~tion, d.etermined by a consideration' 

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

Table No, II ~hoW6 the ~aaifi~ Corn:pan~ts estimate ot 
tllo "structurG.:l vtJJ..u.e 1f' 0-£ th.o pbya1co.l. prOl?~rty to be sold by 

it, and the Railro~d Commission's engin&&~ing dopartmentYs 

estimate of the re~roauction cost and of the reproduetion cost 

loss depreciation or the sQCe prop~rty. 
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TABLE NO.. II .. 

ENGINEERING EST~T~ PHYSICAL PROPERTY TO BE SOLD BY TEE 
UCU'IC TELEPHONE ~ TELMBJ~}! COMPl"lt('J,me 56. 1.9iS:-

.. .. .. .. .. .. 
: :§ineenl?B 15epar!men'E ;D1fferenc.: 
: Comp!BZ: : : : 
: : :Repraiuc:t1on: between : 
:Structural:Rcproducti0n.: Cost lee8 : Co~umn8 : 

: J.:.. ceo 'C. n. t 8 : V8J.U& : aost :Depreaiat1on :N"os. 1 &, 3: : ______ -_-__ -__ -__ -_-__ -__ -_______ :~ __ 1~.~ __ .; _____ 2~. ____ ~: _____ ~_'._' __ ~i ____ 4~. ___ : 

: 

.. .. 
:.207-~o11 Right of W'q .. .. 
:207-R1ght of ~ .. · :2.11-Land 

· .. 

· . .. . . · . .. . . .. .. .. .. 
· .. 

234.37: .. .. 
4l.7.79: 

234.37 : · .. 
417.79 :' 

.. .. 
417.79: 

••• .. .. .. .. .. .. · . . . . · . ~ . . 
: 5,351.00.: 5.000'.00: 5.000.00: 1.351.00: · . . . . · . . . . 
~ ll.175.00: 12..04l7.00: 9 .. 972.00: 1..203.00: .. . .. .. .. .. .. • .. .. 

:22l. Central OU1ce Telephone: : .. .. .. · .. .. : Equipment .. .. 
:. 42:,604.00: .. .. .. .. 

44,936.00: 3J..675.00: 10.929.00: .. .. • • :2:22 Other E'qu1pm.e:o,t of cren- : .. .. .. · 
.. • .. .. .. • : tral Ofticea .. • 

:23l station A.pparatus 
• .. 
:232 Station Instanat10na .. .. 
:233 Interior Blook Wires 

.. .. 594.00: 743.00 : 594.00; · . . . • • • • 
9, .. 965.00: 10,834.00: 9,705.00: · . . . · . . . 

: 6,785.00; 7 .. 320.00: 6.220~OO: .. .. .. .. 
.. .. 

2.76.00': 
.. .. .. .. 

20'6.00: .. .,,,... 
• •••• 
~ZM :h-i vate Era.noh kehqes: 2..697.00: 2. .. 935.00': 2:,500.00: 
" .... .. ,.... 
:235 Booths &: Sfec1aJ. F1 tt1l:g8: 1 .. 007.00: l .. 305.00: 1.09l.00: 

• •• .. • .. .. 
260~00: .. .. 
565.00: .. • 
70.00: .. .. 

197.00: .. .. 
84.00*: .. .. · . . . .. eo • .. . • • 

:24l ~bange Pole Linea : 8S, 'll4.00: 101.59~.,Oo.: 72: .. 850.00: 10· .. 864.00.: - ...... .. • ••••• 
:242. Exohe.Dge .tterial Cabl.e- : 51,484.00: 57 .. 597.00: 44.349:.00: 7 .. 135.00: .. .. · . . . . · . . . . 
:24.3 Exchange- .!erisJ. W1ro : 65,351.00: 64,e9S.00: 47 .. 331.00: 18 .. 020.00: .. .. 
:244 Exo:hallg& Un:tergro'OnCl 
: Conduits .. .. 

.. .. .. .. .. .. .. .. 
: 8.274.00.: .. .. • .. 

.. .. .. .. 
9,.4.89' .00 : .. .. 

.. .. .. · 7.59"1.00: .. • 

.. .. .. .. 
68S.00: .. .. 

:245 Exahe.x:tg& Underground .. .. .. .. .. .. .. .. ... .. 
: cable : 11,003.00: 11.422.00: 8 .. 480.00: 2 .. 523.00: .. .. .. . . . .". .' · . . . . 
:251 Toll Pola Lines : l.2..603.00': l4.327 .00:: 9 .. 312.00: 3 .. 2.9l.00: .. .. · . .. . . · . . . . 
:253 Zoll Le-r1a.l Wire : 17 .. 795.00: 18 .. l95.oo: 12,556.00: 5,239'.00: .. ... . · ... .. 
:261 Offioe Furnitare &nx:tures:: l .. 379'.00: 1.72.5.00: 1,3,79.00: .. .. 
:26f General Shop Equipment 

.. .. 
· .. 

.. .. 
6.00: 

.. .. 
7.00 ~ 

.. .. 
6.00: 

III • - • • · ..... 
:265 General g,tore Zqu1pment: 20S.0q: 2.2:9.00 : 206.00: .. .... .. .,... 

, :264 Gmemlstable & <Brege EqlI\.p.: 1,872..00: 2..340.00: 1 .. 872.00: .. .. · . :265 General Tools & lmplem~ 
.. . 

856.00: 
,. .. 

950.00 : · .. 
856.00: 

••• 

••• 

••• 

••• 
••• 

• • 
• · • • 
• • .. • 
: · • · • · · • • .. .. · · • • · .. 

:268 Intereetdtl:l:'1l:g Ccnstroctton: 1 .. 71.4.00: .. .. · · .. .. ••• • · .. • ••• 
• • 
:. 1.'114.00: · .. · • 

:- Ma.te:riale &: SUppli es on : : : : : 
: Hand for use in cra11t. : Z,34Z.00: 3,342.00: 5,342.00: ••• : 

:341 705.l&: 371 554.16 : 2.77 745.16: 63960.00: 
nearing Department in excess of Com~. 
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Table NO. III shows tha a~ninga ana expenses of 
the Pao~~~o Comp~ ~n oonneo~ion wi~h 1~e Santa ~arbara count~ , 

exohanges d.uring the oaJ.endcr 'Seers ~911 to ~915, :1no~us1ve. on 

both toll ana. exeha.nge business _ as reported. in Exhibit No. 14 

of pet1t1ollere. 
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Itom -
Earn1ngs: 

Exchange Revenue 
Toll Revenue 
Lioensee Revenue 

W;,1so. Opera.ting 
:Revenue 

Totel Es.m1ngs 

~en8e8: oration 

Genel'e.l 
CO::mleroial 
Traffio 
Rights, :PriVi-

leges and Use 
of Property 

Insurance 
Main tenanoe: 

Repn1l"s 
Station Re~ovals 

and Changes 
Depreoiation 

rl1se. Expenses: 

Taxes 
Mise .. ' 

Total Expenses 

Net ~evenue: 

TABLE no. III. 

~EE: PACIFIC TELEPROlffi .AND TELEGRA?H cmi1?Al.'1'Y-
EARNINGS J~D ~ENsES SANTA BARBA?~ 

COuNTY EXCHANGES, 1911 to 1915, INCLUSIVE. 

1911 1912 1913 1914 - - - 1915 -

$40,459.73 $38,435.99 $42,797.96 $45,891.03 $47,466.66 
8,468.49 8,737.83 9,626.11 9,261.76 10,776.85 

*2,162.88 *2,080.12 *2,322.40 *2,435.97 *2,579.79 

-- 1,027.44 1,169.55 1,284.25 
$46,765.34 45,093.70 61,ll9.1l 53,886.37 56,947.97 

1,236.66 1,322.54 1,879.34 2,256.45 13,421.94 
14,424.l1 15,881.65 16,575.0:3 16,166.48 15,089.S2 
14,921.26 15~230.96 16,258 .. l2 17,019.80 18,722.02 

219.40 302.32 --
76.93 100.90 --

10,767.87 7,822.82 7,065.41 7,223.35 6,895.65 

7,678.01 5,323.10 5,429.54 5,727.53 5,316.58 
24,l74-31 24,696.91 26,504.03 27,559.69 28,009.96, 

1,704,.03 2,561.33 2,627.58 3,053.57 3,183.l2 
1,616 .. 15 2,010.09 2,132.58 

~ 

75,202.48 73,242.53 78,055.20 8l,016.96 92,771.67 

*Def1e1t 



The teat1mo~ shows that the amounts set down for depre-

ciation in Table NO. III do not aotuall~ $~~ear upon the ?ao1f1c 
Company's books, but were amounts estimated for the purpose of 

this ~roceeding, being annuell~ 7.94 per oent of the estimated 

"struotural value" of the depreciable propert~. 
As, will be observed from ~able No. III, the Paoifi0 

COtlpsny failea. to earn eVen ms.intenanoe and operating e:&.'penses 

:!'rom i te Santa. Barbara CO'W'lt:r exohanges, during the years 1911 to 

1915, inclUSive, with the exception of the year 1914, in whioh 

year the oompsny reports that it earned $429.l0 for depreciation 

e.nnu1 ty a.:a.d return on the fair value of the property. During eaoh 

of the other years, the l!aoifi0 Compa:c.y' did not have one dollar 

of ee.rnings &vailable for depreciation or for return on the fair 

value of the property. Attention, however, should be drawn to the 

fact that the general expenses in the year 1915 were abnormall;y 

high. due to the inclusion of the eost of t~e valuation and other 

matters, and tha.t on the basis of normal general expenses, the 

Pacific Company had $ few thousand dollars available as the result 

of its 19l5 operations in Santa Esrbsra County, for a portion of 

the ~ount Which should have been set aeide as depreoiation reserve. 

Even in 1915, however, not a aollar was earned for the pa~ent of 

a return on the fair value of the property. Very oareful oonsidera-

tion must be given to these taets in determining the amount of 

seeuri ties which the Santa :Barbara Companf should be authorized 

to issue in exohange for this property. 

3. HOME TELEPHOll.1E & TELEGRAPH COM1~ANY 
OF ::>A.L1'tA BAkBAkK. 

Home Telephone & Telegr$ph Company 0:£ Santa Esrbsre., 

herein reterred to as the City Comp~. was incorporated on 

September 26, 1903 t with an author1,zea oap1 tal stock ot 2000 shares 
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of the par value of $100.00 eaoh, or a total :par value of. 

$200,000.00. On April 25, 1907, by amendment of its art10les 

o£ ineorpor&tion, the authorized oapital stock was inoreased trom 

2000 shares to 3000 shares, of the pa.:r value of $lOO.60 eaoh. Of 

the capital stock thus authorized, 2200 shares, of the par value 

of $100.00 each, are reported as being outstanding. The City 

Company has authorized a bonded indebtedness of $200~000.00 of 

first mortgage 5 per cent gold bonds, seoured.oy s. deed of trust 

or mortgage to Title Insurance & Trust Companr, dated January 2, 

1904, and amended on MJ3,y 10, 1904, September 26, 1906, end March 

22, 1907. The entire authorized issue of ~~200 ,OOO.CO, face vaJ.ue 

of bonds, 13 outstanding. 
On I~ch 22, 1907, the City Company mortgaged all its 

properties then oi",'lled or thereafter to be acquired, as security 

for the bond issue of the County Company, subjeot only to the 

prior lien 01 the City Company's deed of trust or mortgage dated 

January 2, 1904. In consideration for this guaranty, the County 

Company issued 1650 sheres of :~ts oapital stock to the City Company. 

The City Comp~'e o~y other indebtedness is reported 

to be bills payable amounting to $32,500.00. 
The City Company owns and operate"s exchanges at Sents. 

Barbara., Montecito r Goleta and Car~inter1a. The exchan~e at 

on J'une SO, 1915,. haa 5932 sta.tions in its :four exchanges. In 
Santa Barbara City, the company had 3177 stations as oontrasted 

With 2086 stations o~ the Paoi~io Comp&ny; in Monteoito it had 

413 as cont~~atea with 84 of the Pacific Compan~; in Goleta it 

had 170 as contrasted with 33 of the Pacific Comp&n1. and in Car-
pinteria it had 1721 83 contrasted with 81 o~ the ~ac1~10 Company. 

retitionerla :presented 803 EY-hi"oit No. 12 herein, an 
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estimate of the "struotural value" of the ph~SiOal ~ropert1eB o! 

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

manner as the estimate of the "structural value" of the ph~sical· 

propert~ to be $old by the Pacific Company. 
Eailroad Commission's Exhibit No.1 contains an estimate 

of the reproduction cost as of June SO, 1915, and o~ the reproduc-

tion coat lese de~reciation of the p~sioal property of the Cit~ 
Company, ~repared in the same manner in which the engineering 

department prepared its estimates with referenoe to the phySioal 

property to be sold by the Pacifi0 Comp~. 
Table No. IV shows petitioners' estimate of the 

"structural value" of the physical property of the City Company 

and the Eailroad Commission'S engineering department's estimate 

of the reproduction oost and of the reproduction coat lesS de-

preciation of the samo property as of ~e 30, 1915. 



ENGINEERING ESTDrATES - PHYSICAL PROPERTY TO BE SOLD BY HOME 
Tmp1l{ON~ ! 'fEtl'GRAPE c6!Jt?ANy g: §AlItTA BAr-tEm L JuneZO. 

1915. 

.. .. .. .. .. .. .. .. .. .. .. .. .. .. 
A..ccounts ----..-.---

:202. Franchise-8 .. .. 
:20'1 Right ot Wa'y .. .. 
:211 Land. 
~ .. 
:2l2 :Bu11dinge .. ... 
:221 Central Offioe ~elephon& 
: E'qu1pment .. .. 
:222 Other EqU1pment of Central 
: Office .. .. 
:231 Stat,:l.on ApparatuB .. .. 
:232 stat:l.on Installations .. .. 
:233 Interior Bloek Wir~s .. .. 
: 254 Pr1 va. te- :Branch Exeha.nges .. .. 
:255 Boothe and Spe~ial Fittings .. .. 
:24l Exehange Pole Linea .. .. 
:24& Exeb!l.:nge Aerial Cab1,& .. .. 
:243 Exoha:age A:erial Wire 

.. ..' .. .." 
: c:ompw : Engine er~-i De:@::a.rtm«rt:D1ffe,renCl&: 
: : : ep:r: naacn: between : 
:Stnature.1Repro&3tjon: Cost 1.e88' : CO~1lmna : 
: Value- C:ost :Depree1at:1on :l'oe. 1 &: 3: 
: 1.,: 2.: 3.: 4. : .. .. .. .. .. .. .. .. 

. .. .. ••• • 

••• 
... .. .. .. 

.. .. 
·170.00: 

••• 
.. .. .. .. 

.. .. 
l70.00 : 

• •• 
.. .. .. .. · . . . · . . . 

: 3,971.00: 3.969.00: 3,.969.00: 

• 
170.00'\ 

• •• 
.. .. .. .. .. • 

&.00 : .. .. . . .. • • • • • 
: 9.500.00: ll,02.5.00: 7 .. 764.00: ~7U.OO : .. .. .. .. .. .. .. .. .. .. .. . . .. . • • • • • 
:42.706.00,: 54,531.17: 35 .. 782..50 : 6.925.60' : .. .. .. .. .. .. .. .. 
: 605.00': 

.. .. .. .. 
754.00: .. .. .. .. .. .. 

• .. .. .. 
604.00 : .. .. 

:34,.254.00-: 38.052.94: 28,.945.29 : 
: : ~ .. .. 
:1~.044.00: 13,959.00: 11,.864.00 : .. .. .. • 

108.00: 
.. .. 

154.00: · ... ' . · .. . 
: 1.818.00: 2,038.89': .. .. .. .. 
: 253.00: 

.. • 308.53: 

' . ... 
108.00 : .. .. 

l,6.3l.11 : .. .. 
246·.8Z : 

.. • .. .. 
1.00 : 

: 
5,308.71 : 

••• 
• • .. .. .. .. 

l86.89 : 
*: 13.82 : .. . . . . · - . . . :61,358:.00: '77.116.0c): 53,01.2.00 : 8,346.00, : · . . . .. · . . . . 

:69:.275.00: 9.'l.6-74.00: 67.724.00 : l,551..oo : · . . . ., · - . .... . 
:57.713.00: 59 .. 62.5.00: 40.985.00 :1&,728..00':: · .......-· ........ .. 

:244 ExClhange iJnderground ConduitS': 8 .. 8'1&.00: 7,275.00: 5,819.00: 3',507.00 : · -....... ... ......, 
:245 EXchange Underground Cable : 7,594.00: 8,308.00: 6,,643.00: 9'51.00.: .. .. 
:251 Zoll Pole Lines .. .. 
:2.53 ~oll Aerial Vl1re 

.. . . .. .. · . . . . 
: 2.l48.00: 2:,409.00: l..494.00: 654.00: · . .. . .. 
... • III • • 

: 1,950.00: l.943.00': 1,45'1.00: 493.00: .. .. .. .. .. .. .. · .. . 
:201 Off1ee Furniture and Fixtures: 850.00: 1.063.00: 850.00 : ••• · .. .. .. 
:262 General Shop ~qu1pm&nt .. .. 

.. .. .. . 
: 207.00: .. · .. .. 

:26.4 General Stable- and Garage: : 
: Zquipment : a, '1'39.00: 
:265 GenereJ. Tools and Implemen te : 1 .. 365.00: .. .. .. .. .. .. 
:268 Interest during C:onstro.otion : 1,46,1.00: .. .. .. .. .. .. 

.. · 231.00: .. .. 

.. .. 
207.00 : .. · .. . .. -

3:.436.00·: 2.747.00·: 
~,,517 .00: 1.365.00: 

••• 
.. .. .. .. .. .. .. .. 

8:.00 : .. ... .. .. .. .. .. . 
••• .. .. .. · 

• •• 
.. .. 
: 1 .. 461.00 : .. • · .. 

: ••• MAterials and Supplies on · . . . . 
: Rand for use in california. .. .. 

· . . . . 
: 7 609.00: 7 609.00: 7 609.00: ... i 
:3M~a4.0o.;3.95:1"l~;~3:280:996.120 :40,38'1.213 : .. • .. .. * Engineer1:cg D&ps.rtment in exoess of Oompany. 
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The City Co~peny reports from its books a statement 

of original cost to date of its entire property on )~ri1 30, 

1916. $mounting to $381.09;.34. This amount incluaes ~ o~isi­
~al peyment on !pr11 30, 1~04, of ~lOO,OOO.oo to Empire conetruc-

t:ton Company :ror tho 'to~ophone :lystom. :tno~u.c11ng 500 'toJ.ophones 

in service, constructed b:v :mm:pire Con.struction CO'!ll:pan~. To 1he 
~ of $279 t 096.34, being le~ger balance of construction $ccount 
less initial installation ~~ organ1z~tion e~en3o, tho C1t~ 

Compan:v adds 15 POl' cent for engineering, eu~erintendencetware­
housing, office expense and in.terest during construction, the 
total amount a~~od boinS $41,864.45. The total cost to date on 

this basis, is re:ported to be $422,960.79. The City Company 
set up no depreciation reserve and. its roport VT1th :referen~e to 
book cost undoubtedly includes replacements. 

Table No. V shows the revenues and expenses of the 

City Co~psny during the period April 30, 1910 to December 31, 

1915, as :ro~o:rted in EXhibit No.2 of Home Telephone 8~d Tele-

graph CO~~an1es. 
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TABLE NO., V. 

HOME TELZ!PHONE & TELEGRAPH COMJ?.ANY OF SANTA 
:Bilil1{A - EmINGS ntiS mENSES APRlt 30, 1910 to DEcEMBRR 31. 1915. 

April 30, April 30, Deo~31, Dec. 31, Dec. 31. Dec. 31 
Debit Charges: 1911 1912 1912 1913 1914 1915 
Interest ll122.8l 11075.63 7715.44 10721.60 10804.58 10817.08 Tues 3732.85 3364.48 3613.63 4329.06 4296.39 4683.73 Insu:rnnce 519.73 1021.31 352.67 lll1.46 1453.99 1880 .. 22 Leg8J. Expense 115.75 185.85 112.50 153.70 146.44 155.50 Maintenanoe 7400.52 8839.14 5983.63 1300.28 20452-.78 25293.28 Opera.tion 29481.26 31262.40 20618,.37 32378.28 25262.64 25554.55 SpeCial Expense 5.60 295.20 24.80 120.32 000.00 000.00 Salary Account 1225.00 1240.00 915.00 1156.66 000.00 000.00 Tool Aocount 451.65 359.01 000.00 519.43 587.30 751.31 Uoneo11eot.Aocta. 1022.55 769.24 417.60 662.26 786.24 106l.4'1 Contaot ient&la 373.22 268.33 318.41 Miso.Gen. Exp. 402.75 487.92 :Rent 260.25 294.00 
Sup~lly Expellse 831.96 127.13· D1re,otor7 220.60 304.95 Appraisal Exp. 6564.55' County CO.LOBS in Opa- ' 4190.20 4286.08 eration . 

55077.72 58412.26 39753.84 64526..27 69964.66 82580.l8 

Credit Charges: 

Earnings 657l6.37 69894.16 49071.38 74998.65 78807.9l 83673.17 Colleot Old Aoot. 209.30 340.05 100.50 46.30 190.09 19&.26. 
~ool Inventory 000.00 000.00 542.10 000.00 000.00 000.00 50% County Profit 780.67 686.66 2208.94 13l..29 000.00 000.00 

66706.34 70920.87 51922.92 75175.24 !'la998.CO 83869.43 Deb1 t Charges 55077.72 58412.26 39763.84 64526.27 69964.66 82580.18 , 
Balanoe for ) l1628.62 12508.61 l2169.08 10648.97 9033.35- 1289.25 Depreo1at1"n ) 

and Net Profits) 
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The expenditures shown in Table No. V include the sums 
e.otual17 :paid "07 the City Company for interest. AS will be ob-
served, no depreeiation resorvo was sot aside. Tho City Company 

represents, however, that items whioh otherwise would have been 

Charged to depreoiation reserve were largely oharged to the ma1n-
tenanee acoount. It will also be observed that the return8 for 
the ye&l."s ending Deoemb.~r 31, 1914 and December 31, 1915, inolude 

operating losses of the County Company, which oompanyts property 

is leased to and operated by the City Company for a rental of 50 

per oent of the net earnings. It will be observed that the financial 

showing of the City Co:npany is very much better than tha.t of the 

Pacific CO~8n1 during the ssme period, as shown by Table No. III. 

4. ROME TELEPHONE &: TELEGRAPH COMPANY OF 
SANTA BARBARA COUNTY. 

H~me Telephono 8: Telegraph Company of Santa Barbera 

CO'l:mty, herein referred to as the County Co~any, was incorpo-
rated on August 28, 1906, with an authorized issue of 2000 shares 

of oapital stock of the par value of $100.00 per ahare, being a. 

totsJ. authorized issue of $200,000.00, par value. The entire 

authorized issue is outstsn~ing. 1995 shares are owned by the 
City Company and five ~sres have been issued to five direotors. 

The County Company has authorized a bonded indebtedneS8 

of the face value of $200,000.00 of first mortgage 5 per oent bonds, 

dated Deoembor l5, 1906, and maturing on Deoember'lS, 1936. These 

bonds are seoured by deed of trust dated ~ecember 15, 1906, to 

Title Insuranoe & Trust Company, a.s well as by second mortgage of 

~the City CO~any's property. Of the bonds thus authorized, bonds 

of the face value of $150,000.00 are outstanding. 
The County Company raports that its only additional 

indebtedness consists of bills payable amounting to $~5,OOO.OO. 
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T'he COtmty Compe.n~ has exchanges at Guadalupe t 

Lompoc, Los Alamos, Sante. Maria, S$XJ.ta. Ynez and Harris. 

1'he exohange at Harris is exclusive. Table No. I shows 

the.t on J'\m.e 30, 1915, the County Company he.d 1126 tele-
phone stations in its various exohanges. 

Table No. VI shows the estimate of the "structural 

veJ.ue" of the ph:vs1oeJ. property of the CountyComp8:QJ' as pre-

~~ted br petitioners and ~ estimate of the reproduction 

cost and of the reproduction cost less depreciation of the 

property, as presented by the Commission's engineering de-

partment. 

-21-
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!.ooou:::.ts 

~02 Toll Franchises 
202 Frs.nch1ses 

207 Right of Way - ~oll 

211·Lo.:ld 

212 Buildings 

221 Central Office Telephone 
Equipment 

~ Other Ecru.ipment of Central 
Offices 

231 S~cation Apparatus 

232 Station Installations 
2S5 Booths ~~d Speci~l Fittings 

241 Exchange Polo Lines 

242 Exohange Aerial Cable 
243 Exohange Aerial Wire 

TABLE NO. Vl. 

· · 
· · 

· · 

.. .. 

· · .. .. 

Comos.n;r 

• •• 

••• 
260.00 

• •• 

• •• 

: 10,214.00 
: 
:. 228.00 .. · 
.. · 

11,456.00 

· · · .. · • .. · 
· · · .. 

· · 

· · · · 70.00: 70.00: 70.00* · . · .. 
500.00: SOO.OO: 300.00 · .. · . 
260.00: 260.00: 

.... 
••• 

: .. · · · .. · · · 

• •• 

••• 

· · · · .. · · .. .. · 
:r~' ,(.~~~ .. ~,. (' :): 

12,609.009,515.00: . . · 284.00: 228.00: · · 

· .. 
••• 

• •• 

698.63 

• •• 
12,631.35:9.761.57: 1,694.43 .. · · .. 

: 3,129.00 : 3.998.00:3,399.00: 270.00* 

· · 
· · · · 

· .. .. . 
166.00 213 .. 42: 164.61: 1.39 · . · . 

39,518.00 : 56,34S.00:4)p70.00: 1,052.00* 

7,045.00 
.. · .. · 

.. .. · .. 9,336.00: 6.281.00: · . . .. . . 
764.00 

: 43,270.00 44,935.00:30,132.00 13 .1Za.OO · · · . 
244 Exohange Underground Condu.its : 291.00 

247.00 

· 287.00: 250.ro: 41.00 

105.00 245 Exchange Underground Cable 

251 Toll Pole Lines 
253 Toll Aerial Wire 

261 Office Furniture and Fixtures 
262 Generol Shop Equipment 
263 ~neral store Equipment 

264 General Stable end Garage 
E'lu1poont 

· · · · · · :25, 039.00 

.. · .. .. · · · · 

13,790.00 

556.00 

11.00 

56.00 

· 265 GGnorA~ TOO~3 ~d !m~~omente .. 
1,789.00 

396.00 

268 Interest during Construction 
••• Materiale ~d Su~~lie8 on 

h~d for ~Se in California 

· · 769.00 
:2. 202.00 

)6o,43?OO 

· · · · · · 
· · 173.00: · · 142.a>. · .. .. . 

: 31.395.00:19.46~OO: 5 9 574.00 · . · . : 
: l3, 223,_ 00: 9.256.00: 4,534.00 · · · · 
· · 
· · 
· · · · 

· · 

.. · 695.00: · 13.00: 
· · 6S.00: 
· · 

· · 553.00 : · · nco : · · 56.00 : 

· . 
2,254.00;1,303.00: 

· 442.00; 396.00: 

.... · • . .. : 

• •• 

• •• 

• •• 

486.00 

769.00 

• •• 
191,711.9:' JM,2llt$ 2b.li~.45 

*Engineer1ng Dop$rtment in excess of Company 

-22- 1.66 



T.he County Co~any reports that the original cost of 

1ts property to April 30, 1916, as Shown by its books, is the 
sum o! $l53,643.68. ~iS ~ 1ncludes an item of $44,819.50 

for the 1n1 tie.l installation o! the system. as of March 22, 1907, 

including 476 telephone stat1ons. The County Company adds an 

item of ~'l6 ,008.16 !or engineering, superintendenoe. warehousing, 

offioe expense and interest during oonstruction. making a total 

of $169,651.84 as of April 30, 1916. This total undoubtedly 

inoludes replacements. 
Table No. VIr shows the revenues and expenses of the 

County Co~~, as reported in Exhibit No. 2 of Home ~elephone & 
~elegraph Companies, for the period from April 30, 1910 to 

December 31, 1915. 
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TABLE NO. VII 

HOME TELEPROlm & TELFDF.APH COMPANY OF SANTA :B.ARBARA.. 

Deb1 t Charges: 

Interest 
Taxes 
Ins"QX' anc e 
Legal Expense 
Ma1ntenanoe 
Operation 
Speci81 Expense 
~ool Expense 
Unool1eot.Aoots. 
Contact Rentals 
M1so.Gen.Expense 
:Rent . 
Supply ExpeIl8e 
Direotory Exp. 
Appra1sal Exp. 

COUNTY - EARNIN~~ AND EXPENSES APRIL 3b,1910 
TO DfCEMJiR 31" 1915. 

April 30, April 30, Dec. 31, Dec. 31, Dec. 31, Deo. 31, 
1911 1912 1912 1913 1914 1915 

8104.81 
959.82 
142.50 
000.00 

2697.36 
12560.06 

l4.20 
230.66 
423.68 

-
8351.54 

957.20 
87.75 

000.00 
3981.47 

14039.92 
00.00 

209.05 
387.83 

5l68.76 
1050.74 

57.93 
000.00 

1277.49 
9245.39 

000.00' 
000 .. 00 
321.89 

8400.00 8400.00 
1737.10 1599.98 

391.15 654.10 
000.00 62.76 

3857.10 l0372.54 
14800.48 10254.06 

6.63 00.00 
517.70 901.34 
592.50 1328.3l 
177.92 73.88 

61.15 
723.50 
l7l.10 
167.20 

~ 

8340.00 
1716.33 

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 

~otal 25113.09 28014.76 17122.20 30480.58 34769.92 34492.81 

Cl'edi t Charges: 
Earnings 
Colleot.Old Aoct. 
Tool Inventory 
Supply EX)? Or. 

Debit Chs.rges 

Balo.noe 'for ) 
Depreciation ) 

at;~ Net Profi ta) 

26631.14 29377.68 21089.29 30698.48 30468.35 29890.22 
43.30 10.50 32.63 44.68 lll.37 249.97 

000.00 000.00 418.17 00.00 000.00 000.00 
000.00 000.00 . 000.00 00.00 000.00 66.54 

26674.44 29388.18 2l540.09 30743.16 30679.72 30206.73 

25113.09 28014.76 17122.20 30480.58 34769.92 34492.81 

1561.35 l373.42 4417.89 262.58 4190.20 4286.08 
Loss L08S 

Note: 
Operated by Rome Telephone & ~elegr8ph Comp~ 
of Santa Earbsra which pare to Rome Telephone & 
Telegraph Company of Ss.nta. Barbara Count1 50~ 
of net earnings as rent a! propert1. 
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It will be observed that the expenditures shown in 
Table No. VII include the interest pa1~ b~ the County Company 

'and that no re30rve for depreciation was established. ~able 

No. VII shows a 10s6 during tho ~ear ending December 31, 1914 
of $4190.20 ~ter the payment of interest. maintenanoe a:c.d 

operating e%penses and a loss during the year ending Deoember 31. 

1915, on the same baSiS, o~ $4286.08. The state~nt for the year 

end1llg Deoe::nber 31, 1915 includes an s.bnormsl. item of $3282.27 

for appraisal expense. 

s. SUNSET TELEPHot"B AND TELEGRAPH COMPANY. 

It developed at the hearing herein tha.t, Soc z '!XlI:,~ 

am08,t :aJ.l:1; the proporty hereinbefore referred to as the Pacifio 

COlIlpe.D.3" s :propert;sr is owned 'by Sunset Telephone and Telegraph 

Company and operated 'by Pacif1c Company under lease dated Jsnu-

8rY 2. 1907. In addition to the physioal property thus owned 

and operated, two of the franchises herein under conSideration, 

namely. the franchise granted by Town of Lompoc by Ordinanoe 

No. 57. adopted April 17, 1893 and the fra.nch1s;e granted by the 
City of Santa. Barbara b~ Ordinance No. 293, a.dopted FebruarY' 7, 

1896, were granted to Sunset Telephone a:cd. Telegra.ph Cotlp8lJ3' 

snd have never been assigned to the Pacifi0 Company. 
At the hearing herein, the attention of petitioners 

wa.s directed to the neoessit~ of taking the appropriate steps 

to the and that the interest of Sunset Telephone and Telegraph 

Comp~ in the ~ro~erty to be conveyed to Santa Barbara Company 

be effeotively transferred. 
on september 25, 1916. subsequent to the heariDg 

herein, Sunset ~e1ephone and, ~elegraph Company accord1ngl~ 
filed ita petition herein asking for an order author1zing the 

seJ.e and conveyance to Paci:f1c Compa.:cy of the S'llnset Compsns'a 
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entire property of every kind and charaoter, in the County of 

santa Barbara and in that porti?n of San Luia Obispo County 

known as Reno ho GuadaJ. upe. 
We reoommend that this a:pplio's:tion be granted. sub-

ject to the usual conditions. 

6. DESIRE FOR CONSOLIDATION. 

The statements of earnings and expenses of the 

three telephone companies during the la.st five years, as here-

inbeiore set forth, show clearly why these companies desire to 

consolida.te. 
As already shown, the Pacific Company has not even 

made maintenance and operating expenses fro~ its operations 

in the territory here under conSideration, With the exoeption 

of a few hundred dollars during the year 1914. 

The City and County Companies have declared no d1vi-

denda Since 1907 or 1908 ~d have set aside no depreoiation 

reserves. There is urgent demsnd for additional oapital con-

struction, pa:rticularl~' in Santa Barbara. and Montecito. but 

there is no way, 'tlllder the presc:::J.t conditions, of securing the 

necessary a.dt1tional funds except by an assessment on the stoCk-
holders, which expedient the companies do not desire to adopt. 

Mr. E. A. Gilbert, Precident of the City and County Companies, 

testi£ied that, in his opinion, this 1e an opportune time to 

avoid future duplications. 
The telephone 3ubsori 'bers of Santa :Barbera County 

ha.ve been urging the consolidation for the reason that such 

consolida.tion would eliminate the necessity of paying for two 

telephones, would result in ability to converse ~th m~ more 
subsoribers and would enable all telephone users to avail them-
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o~~ves of the lone distance service both of the pacific Company 

and o~ the united States LODg D~stance ~olophono nnd Telegraph 

Com~any. The various municipal and county authorities who have 
heretofore grante~ tranchises to the telephone comp~o~ ~-

~ected have all passed resolutions consenting to the assignment 

of these franchises to the santa. Barbara. Company. ~e Chamber of 
Commerce of Santa Barbara. and the Commercial Club o:t Sante. Barbara 

have adopted roeolutiona ~~voring the consolidation. A number of 

prominent oitizens appeared st the hearing and testified in favor 
of the conoo11dat1on. No one appeared in opPOSition. From the 

ev1dence herein, we conclude that the overwhelming sentiment in 

Santa Barbara. County is in favor of telephone consolidation. 

providing, of course, that the interests of the pub11c on such 

consolidation are protected. 

7. PLAN OF CONSOLIDATIO~ FINANCIAL 
L~D ERY~IC. -

In or~er to effect a consolidation, the petitioners have , . 

caused the incorporation of Santa Eerbara Telephone Compsny, 

herein referred to as the Sant~ Barbara Compsny_ This cor-
,oration was incorporated und~r the laws of this State on 

April 6, 1916, for the purpose, among othors. of transacting 

a telephone and telegraph bUSiness in the Citr of Santa Barbara, 
the County of Santa. :Ba:rbara. and. elsewh.ere in California.. The 
term of incorporation is 50 years. ~~e articles of incorpora-
tion authorize t~e issue of 7000 sharee of os~ital stock of the . , 

par val~' of $100.00 each, of Which shares 6000 shall be pre-
ferred stook and 1000 common stock. Tho holders of preferred 

stoek shall be entitled to receive, when end as declared, from 
the surplus profits arising from the bus1ness of the corporation. 
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yearly dividends at the rate of 6 pel" cent per annum. The 

dividends on the pre£crred stook shall be cumulative fro~ ~d 

after Jnne 1, 1918. When all cumulative div1dends on the pre-

ferred stoc1t: and an 8 per cent di v1dend on the common stock 

have been deolared and paid, the co~oration mar. out of any 

remaining sur~lus profits, declare an additional diVidend at 

the 2ame rat~ upon the preferred and the cocoon stock equally. 

On dissolution of the corporation. the holders of the preferred 

stock shall be entitled to the amount ot unpaid dividendS and 
the ~ll par value of their stock. The articles of ~corpora­

tion provide that there ~~y be no increase in the amount of 

common stock authoriz~d. The only increase of capital stock. 

under the tens ot the articles of incorporation, may be pre-

ferred stock carrying the same rights and preferences as those 

provided in the articles of incorporation for preferred stooke 

Of the authorized capital stock. the Santa Barbar& 

Cocp~ has issued only five shares o£ common capital stock, 

one share to each o! five directors. 
The santa Barbara Company desires to authorize a 

bonded indebtedness in the sum of $700.000.00, face value, 
of 5 per cent SO-year bonds, in the denominations of $1000, 

$500. $100, and $50. to be numbered serially. and to execute 

to Los Angeles Trust & Savings Bank a mortgage or deed of trust 

to secure said bonds. A cop~ of the proposed mortgage or deed 

ot trust is attached to the petition herein as Exhibit F. 
Petitioners ask authority to effect a oonsolida-

t~on ~n the method wh~oh we eha1~ now state. 

The City COmp8C1 and the County Company are to 

convey their I,ntire property. both tangible and i:Q:tang1b~e .. ex-

cept the rish'~ to be a corporation. to the S's.nta :Barbara Company. 



The Pacific Cocpany is to convey to the Santa Barbara Compa~ 

ita entire property, both tangible and intangible, in Santa 

Barba~a Count~ EX and in that portion of the County of San Luis 

Obispo known as Rancho Guadalupe, except its through toll lines 

and the other excepted propert~ hereinbefore referred to, and 

described in Petitioners' ~ib1t No. 11. 

Santa Barbara Company is to issue its securi-

ties and to pay cash to the thTee existing telephone companies 

as :follows: 

1. To Pacific Company. 

Santa Barbara Company is to issue to Pacif1c 

Company 1n pa~ent for the property to be acquired from said 

oompany, preferred stock of thc Santa Barbara Company of the 

par 'IJ'Slue of $315,000.00. 

2. To City Companl' 

santa Barbara Company is to issue to Ci~ Com-

pany p~eferred stock of the par value of $88,000.00 and common 

stock of the pal' value of $66·,000.00, and to pa.y. 1n addition 

thereto, the sum of $l6,000.00 in cash. Santa Barbara Company 

is also to issue to the holde:rs of the $mo,.ooo.OO, :faoe value, 

of outstanding bonds of City Company, thc bonds of Santa Barbara 

Company of the 1ace value of $l69,000.00. The consideration to 

be paid by Santa Barbara Com~ will also oover the capital 

stock of County Company, owned by City Company,wh1ch stock is to 

be Bold by C1t~ Company to Santa Barbara Comp&ny. City Com-

pany's deed of trust is to be oanoeled ~nd the company is to be 

diSincorporated. 

3. To Countr Coml?1J.J!ll' 

Santa Barbara Company is to pay to County 

Company the sum of ;32,500.00 in oash, Which money will be used 

to pay the debts of County Company. Santa Barbara ComP&n1 is to 

issue its bondS of the face value of $127,500.00 to take up 

the bonds of Count~ Compani now outsts:o.d1ng having a 1aoe 
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value of $150,000.00. County Company's deed of trust is to be 
oanceled and the company is to be disincorporated. 

Santa Barbara Company also asks authority to sell 

its bonds o! the taoe value of $100,000.00 for 99 per cent of 

their faoe value plus accrued interest. The prooeeds to the 

extent of $90.000.00 are to be US ed 8S follows: 
To be paid to County Co~pany 

To be paid to City Cocpa~ 

Working cap1 tal 

Total. 

$ 32.500.00 

16.000.00' 

41.500.00 

$ 90.000.00 

If the petition herein is granted, Santa Barbara 
Company will have autho~ized and issued preferred stock. oommon 
stook and bonds as follows: 

Preferred Stock: 

Authorized 
Issued 

Remaining in treasury 
Common stook: 

Bonds: 

Authorized 
Issued 
Remaining in treasury 

Authorized 
Issued 

Remaining in trealury 

$ 600,000.00 
403,000.00 

$ 19'7.000.00 

$ 100,000.00 
66,500.00 

$ 33,500.00 

$ '100,000.00 
396,500.00 

$ 3(5'.500.00 

Petitioners expect to oreate a oorporation under 
the laws of the Ste te of Oregon to aot as a holding oompaJ:lY for 

the stoel: of Santa. Barbara Company. ~e' Oregon corporation is 

to issue its stock, one share of oommon stock for each share of 

oommon stock issued by Santa Barbara. Coop~ and one Share of 

preferred stook for each share of preferred stock issued by San-
ta Barbare Company. The preferred stook of the Oregon eor-

-29-



porat1on is to be non-voting. Z-ne result of this transaotion 

will be that Tho Pac1:f'1c Telephone and relegra.ph CompSllY ~ 11. 

through stock ownership, be the real owner of the oonsolidate' 

property, although the voting control will lie in~. George B. 
Bush, the organizer of the Santa Barba.ra. Company. and in 

associates who are to be residents of Santa Barbara County. 

Petitioners claim that these ar~angement8 are necessary in order 

to comply with certain requirements o! the United states Depart-

l':lent of Justice gl'owing out of certain prosecutions instituted 

by the Federal Covernment a.sa~et American Telephone and ~elegr8ph 

Company and other companies of what is known as the Bell S1Stem. 

!he requ1~ements of the Federal Government and the representa-

tions of American Telephone and Tel~~h Compa~ in c onneoti on 

therewith are contained in letter dated December 19. 1915 from 

V3. N. C. X1ngsbury, Vice-President of the ~eriean Telephone 

and Telegraph Company, to the Attorney General at Washington, 

a copy of which letter is on file fn these proceedings. It 

is unneoessary to advert to these matte~s further herein, 

for the reason that the Railroad Comm1ss1on of California clearly 

has the &uthorit~ and the jurisdiction to make the orders ~h 

are requested herein and that if the Federal Government haa tho 
lawful right to 1~eist that its oonsent must also be seoured, 

on which point we do not at this time express. an opinion, that 

is a matter foreign to this proceeding. 

:Mr. George B. Bush, organizer and preSident 
of Santa Barbara Company, testified that Santa Barbara Compa~ . 
will give to its subscribers long distance serVice, in aocord-

ance with the des1res of the subscribers, either over the lines 
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of Pacific Company or of United states Long Distance Telephone 

and Telesra:9h Company. 
Beferring now to the ph1810al means by whiCh 

the consolidation is to be effeoted. Pet1 t1oner,e' Exhibit No. 

lS shows that petitioners intend to oonsolidate their pro-

perty in such a manner as to give servioe between all sub-

soribers of eaoh consolidated exchange and to give to eaoh 

subsoriber access to all toll lines. This result is to be' 

8oco~pliahed by means of trunk lines between the existing 

central offioes in an exohange or by ooxmeoting all sub-

scribers' lines and the toll lines to one central office. 

Mr. Bush testi~1ea that the duplioate instruments owned br 

Pacifio Company are to be eliminated. The telephone instruments 

used by all three telephone oompanies are of substantially 

the same tYie. No automatic instruments have been placed in 

servioe by any of the three companies. 

The p~s1cal 81 terations o,ontemplated by 

the Santa Barbara Company as shown by Petitioners' EXhibit 

No. 15. arc substantially as lollo~: 

1. Santa Barbara Exohange. 

~e oentral office of hcitic CompaXlY a.nd 

of City Company are to be conneoted by trunk lines. Additions 

will be made to both switchboards to handle the increased tra!-

fie. 

2. santa Maria Exchange. 
The subscribers of County Company w1ll be 

conneoted to the existing switohboard of Paoific Comp~y. 

Additions will be made to Pacifio Comp~'s SWitchboard and 

addit~onal aerial cables will be installed. 
3. Lompoc Exchange. 
Stations now connected to Paoific Comp~'s 

switohboard Will be transferred and conneoted to County Com-
. pany's SWitchboard after necessary additions have been made 

-31-



thereto. The present toll cabinet in County Company7 s 

o!!1ce in Santa Maria Will be installed in County Company's 
Lompoc office. 

4. Montecito ExohanS2. 

The County Companr's SWitchboard released at 

Santa lIs.ria will be added to 01 ty Company's equipment at 

Monteoito and Pacific Company's subscribers will be trans-
ferred thereto. 

s. Carpintoris Exohare&. 

Subsoribers now oonneoted With City Company's 
masneto Bwitchboard will be trans~erred to P$o1~10 COmp8~'8 

a'l"dtohboard a:fter necossary o.ddit1onB thereto he""e been made. 

All subscrioers of City Cocpany will then be provided w1th 
common battery service. 

6. Goleta ExohaE8e. 

Atter small addttions have been made to City 
Company·s ewitchboard, all subscribers ot ?aci~i0 Company 

in the Goleta :Dietrict now conne'oted with the Santa Barbara 

8witohboard will be transferred and conneotedto City 
Comp~'B offioe in Goleta. 

7. Guadalupe Exohange. 

Pacific Com:pe.n.y's sw1tchboard Will be taken 
out and County Company's sW1 tchboard Will be enlarged and 
installed in the present location 01 ?ac1~o Company's 

ewitchboard and. Pacifio Comp~'s subscribers Will be con-
nected to County Company's switohboard. 

8. Loe Alamos Exohange. 

Slight additions will be made to County Company's 
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switohboard and all subscribers will then be trsnsferred to 

this SWitchboard. 

9. Los Olivos ExohaEBe. 

Paoifio Company's subsoribers w1ll be conneoted 

to County Company's sw1tchboard at Santa Inez and the oper&-

tion of the sWitchboard at Los Olivos will be discontinued. 

10. Santa Ynez Exchange. 

~o changes will be made other than those 1ndi-

oated with reference to the Los Olivos ~ohange. 

No changes will be necessary in the GaViota, Laa 

Cruoee and Refng10 6xohanges, these having been exolusive 

exohanges of Pacifio Comp~. 

Petitioners re~ort that the apprOx~8te cost 

o! making the indicated changes will be $24.685.00. 

BoO FRANCHISES. 

The plan of consolidation as set out in the 

petit10n herein, provides that franohises shall be oo~ad 

to Santa Barbara Company as follows: 

(l) 'I!!y City CompllJly..:, - all of its frano'hiees" 

inoluding speoifioally: 

fa) Ordinance No. 304, County 01' Santa 

Barbara, to Rome Telephone & ~elegr~h Company of Ssnt& Bar-

bara, adopted April 3, 1905, effective May 1. 1905. 

(b) Ordinanoe No. 444. City ot Santa Bar-

bar&. to F. F. Graves and assigns, a.dopted Auga.et 20, 1.905. 

eff&et1v~ after first pub11cation. The ixanohiee rights under 

th18 ordinanoe were assigned by Graves to ~1ty Company on Kay 
10, 1904. 

\ 



(0) City Comp~'e rights under Seot1on 536, 

Civ1l Code 0'£ CaJ.if'ornia. as amended in 1905. 

(d) City CompanY's rights under Seotion 19 of 

Article XI of the Constitution of Cali1ornia, as amended 
in l.9ll.. 

(e) City Companyfa rights under the Aot of Congress 
ot JUly 2, 1866. 

(2) By County Compe.%l3'- all its frenohiseJ, 

inoluding speoifioally: 

(a) Ordinanoe No. 303, County ot Santa Barbara, 

to Edward F. R~ Vail and assigns. adopted April 3, 1905, ef-

feotive ~ay 1, 1905. r.he rights under this ordinance were 

assigned by the grantee to George S. E«w&rds on ~oember 1, 

1906, and by lIr. Edwards to County Company on l!a.roh 18, 

190'1. 

Cb) Ordins:.o.ee No. 20, City ot Sant a ](a.r 1a, 

to Home ~elephone & Telegraph Company 0 f Santa Barbara Count~, 
, 

adopted Karch la, 1907, effective atter publioation. 

(0) Ordinanoe No. 126, Town of Lompoo, to 

Rome Telephone & Teleg~ph Compa~ of Sante. Barbar.& County, 

approved February 11, 190'. effective after publication. 

(d) City Company's rights under Section 536, 

Civil Code of California. as amended in 1905. 

(e) City Companr's rights under Seotion 19 of 

Artio1e XI of the Constitution of Oalifornia as acended 

in 1911. 

(f) City Company's rights under the Aot Gf 

Congress of July 2, 1866. 

(3) B1 Pae1t1e Company- those three oertain 

franehises desoribed as follows: 

Ca) Ord1name No. 41. City of Santa lraria 
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to the Paoific Telephon& and Telegr~ph Comp~. adopted August 19. 

1912, effeotive 30 days after approval. 

(b) Ordinanoe No. 57. ~own of Lompoo, to Sunset Tele-

phone and ~elesraph Company and assigns. approved APril 17. 1893. 

no effeotive date speoified. 

(0) ~dinanoe No. 293. City of Santa Barbara, to Sun-

eet Telephone and ~elegr8ph Company, its suooessors and aSSigns. 
approved February 7, 1896, effeotive atter publioation. 

In so tar as necessary, the oonsent of 811 the public 

authorities to the transfer of these franohises has been granted. 

We desire to draw attention to the following mattera 

in oOmlection With franohises in this proceeding: 

1. The proposed deed from Paoifio Company to Santa 

Barbara Company, being Petitioners' Exhibit No. 11, does not in-

clude, in its reference to specifio franchises, Ordinance No. ~25 

of the City of S8.nta :Ba.rbare., sdopted on :March 7. 1912, and ef-

fective after publication. This ordinanoe undertekee to grant to 

~o Paoific Telephone and Telegraph Company a renewal and exten-

sion for a term of 25 years of the franchiee grsnted by the City 

of Snnta Barbara to Sunset Telephone an~ Telegraph Comp~ by 

Ord1~e No. 293. approved February 7. 1896. The term of the 

franchise granted by Ordinance Xo. 293 was 10 years only and the 

righte of the grantee thereunder expired in 1906. ~e plan of 

consolidation must be mod111ed Xx so t~at Santa ~bar~ Comp~ 

seouree all rights granted by said Ordinance No. 725 o! the 
City of Santa Barbara, except in so far as through toll service 
may be a~fected. 

2. Ol'd1n.e.nee No. 725 o! the City of Santa Barbara 

and Ordi~oo No. 41 of the City Of Santa Maria both be~e 

effeotive subsequent to March 23, 19l2. the effeotive date of 

the Publio Utilities Act. Nevertheles8 t the Pacifio Companr 

failed up to a time subsequent to tht hearing herein. to apply 
to the Railroad CommiSSion for & decla~ation that public con-

'venience an~ neceSSity require the exercise by Pacif1c Company 

ot the rights and privileges granted by said ordinances 
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as prov1ded by Seotion 50 of the Public utilities Act. Tho 

representatives of Pacific Company at the hecr1ng stated 
that they had been of the opinion that the Railroad COmmission's 

co~sent to tho oxerc1se of thoso trsnch1se rights wae not nocee-
sary. ~e unhesitatingly express the conViction that the Rail-
road Comm1ss~onJe ooneent has been and is necessar.r and that 

w1thottt suCh consent no rights under these fr~nch1ses c~ legally 

be exerc1sed. under the ~rov1sions of Section 50 of the Publie 

Uti11ties Act and the decision of the Supreme Court of California 
in the Oro Eleotric csse, 169 Cal. 466, we are of the opinion that 
there can be no roasonable doubt in this matter. 

The presiding commissioners havtng clearly expressed 
their opinion on this ~tt~r at the hearing horoin, ~ae1~10 

Company, on September 23, 1916, filed its petition in Applioa-

tion No. 2557 ~sk1~~ for a certificate of public convenience 
end necess1 ty in co:c.nection With the Santa Barbera franchise 

and a similsr petition 1n Application No. 2558 in connection 

With the Sa:cta 1I!e.r1s. francll1se. The deciSions in these two ap-
plications are this day being rendered. 

3. The pro~osed aeed from Pacific Co~pany to santa 
:Ba.rbara. Company docs not transfer to Sonta Barbare. Com:p~.ny any 

rights under Section 535 of the Civil Code of CalifOrnia, Sec-

tion 19 of Article XI of the Conetitution of California, or 
the Act of Congress o~ July 2, 1866, if any such rights exist, 

although the deeds both from City Co~peny &~d from County Com-

~~y purport to convo~ ~ch rights in each 1nstance. The repre-
sent~tives of P~c1fic Company at the hearing stated that the 

company has no rights und.er the Act of Congress of J'Uly 2, 

1866. Attention was not directed to any rights under Section 

19 of Article XI of the Constitution of California. Pa.cific 
Company, however, does cla.im rights under Section 536 of the 

C1v11 Co~c of California. The plan of consolidation must be 

modified so that Santa. Baro!l.re Company is protected against 
,:.:" ~~6 
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e.uy and all r1g:a.t s of Paoific Comp~ UDder said Section 536. 

except in so far as neeossarr to enable Pacific Com~ to 

oontinue its through toll business in the t orr1tory affeoted. 

4. As nlre-ady 1::ld1catod" tho gren tee in 0 rdi:c.an~e 

No. Z93 of tho C1 ty of Sant a Barba-Te., s.pproved. April 27. 1896, 

and in Ord:1nanoe !to. 57 of the Town,of Lompoc, approved April 

17, 1893. is Sunset ~elephonQ a.nd ~Etlegraph Company, which co::r.-

~ wa.s :l:Lot a party to those procoed1:cgs a.t th 0 time of the 

hearing heroin. This defect, howevor, wa.e- cured by the :fillng 

by S~et ~elephone end Telegraph Com~ of t~ ~pplemental 

and 1nterv~ petition hereinbofore referred to. 

5. Tha order horein Will p:rovide, as is usa.sJ:. 1n 

proceed1:c.gs of this charaoter, t:bD.t it shall not become,.:&tf'eet-

:tva until the Railroad. Commission has issued a sllPlllementa.l or-

der ree1ting tha.t Santa. Barbara .COmpany has filad With the Rail-

road Commission a. sti:pttla.tion, duly authoriz.ed by its Board of: 

Direotors, agreeing, for Santa. Barbara ~om~, its sueeessors 
, 

and assigns, that they wil~ novor ol~m for the franchise rights 

to be conveyed· to the oompaxlY" in 8.DY proo eeding of sx:w oharacter 

be-i'oro- the Re.il:road C.ommission 0 r any other publio s.uthcr1tr. 

~ value in exoess 0'2 the runounts paid therefor to the pc.bli(l 

authorities originally granting the s.ame~ by the grantee thereof. 

which. amounts shall be speci!ied in the stipulation. 

In Pot1tioners' EXhibit No. l, the petitioners herein 

aJ.lege that the asso-ts and l1a.biliti as of Santa :Barbara Comp~ 

s.:fter·· oonsolidation will be, in efi'ect,. as follows·: 



ASSETS: 

Property from Pa.cific Company 
Pro:per~J frot!. City'· Compatly 
Property trom County Compa~ 
CtLeh from sale of bonds 

T'ots.l propo rt,. s:o.d cash. 

LIABILITIES: 

Preferred stoCk issuad 
~ommon stock issued 
Bonds issued 
Excess of property OVer securities 

Total 

$341.702.96 
327.383.97 
160.434.39 
41,500,00 

$871..021.3Z 

$403.000.00 
66.500.00 

39& ... 500.00-
5,021.3a 

$87l .. 02l..32. 

F:rom this set up it w Olld ap pear that Sant So :Barbara.. 

COm:pe.DY' will be the OVf.C.()r of property which has a "stneta:ral 

value" of $5.021..32. in excess of the f$.ce valuo of the out-

stand.1ng securitios. To this amount must be added the net ad-

d1 tiona to the propertr o'! Pacif1e C'ompa.:oy. Cit:r C'om:parJy and. 

~o~t:1 Compa~ subsequent to June 30. 19l5. tostified to be as 

tollows: 

Pacific Co~. net additions to· 
July 31. 19l6. 

City Com~, net a.d.ditions to 
JroJ;s' 31. 19l6. 

c.oun.ty Comps,xly'. net add1 ti ons to 
JUl;y 3l,. 1916,. 

1,691.06 

11,502.6.3 

l,102:.75 

T'o tal. net ad.d1 t1 ons to July 31. 19l&. $i4 .• 296 .• 44 

On the baSis of the e st1:mated eost to reproduee new 

less depreciation of the phy'si~al proportios .. a.~ roported ~ 

the Bailroe.d Commission f S ongineering d.epartment 1n Railroad 

Commission's Exhibit :tro. 1. tho o.seets of Santa j3,arbara crom-

~ would be as follows: 

Property fran ~aeif1e Com~ 
Pr opGrty from City Com:pe.ny 
Propert,y from Countr Com~ 
Cash from sale of bonds . 

tote:!. Assets 

$277.745.16 
.280 .. 996.72-
l34.3l8".55 
41.500.00 

$734.,560 .43 



!nl.e amoUllt of stock snd bonds which Santa. Barbara 

C01:l~ proposes to iSS'C.o. being $866,,000.00. 18 $131..439.57 .. 

!a.~& "mluo, in excess .of s3id. sum of $734.500.43. 

In pa.ss1ng on the amount of eecuri t1 os which Santa. 

Ba.rba.:rs. Oom.:po.ny may reaso:la.bly be authorized to issue for the 

properties which it is to acquire, consideration must also be 

given to the fact that a. consid.erable amount cf duplica.t1011 

exists in the propert1e s 't"la.ich are. to be acquired., pa.:rt1cu1ar~ 

in the matter of poles. While pet it10ners report that the pl'Gp-

ert7 of City C:Om.pa.:oy and 0 t County CompaXlY which Will be render-

ed inopera.tive br reason of the consolida.tion has a. stro.et1lral. 

value of only $6 .. 554.3"8,. with a, net sal:va.ge va.lUe of $~ .. 485.46 

and tha.t th,o prop-erty ot Pacific Company Which is not to b& 

80:ld... exclusive' of toll lines, has a. "strttctura.l value-" of onlr' 

$l5,083.91.,. the testimollY in this proceeding a.s w&ll a.s a ea.61lal 

iDSP action of th 0 oxistiDg properties in the C.:1't7 of Santa. Bar-

baxs. show elearly tho.t thero is a. much larger amount of duplica-

tion in the propo:rties to be accruired. by Santa :Barbara. Compa:ay 

than these figures would indicate.. In fact" the total duplica-

tion reported. by petitioners under tho head of poloe, would seem 

to be only an item of $l33.79 in the Car)?interia. Exche.nge. Pe-

titionera' own tQstimo~ that it expects as soon a.s possible to 

remove the d.uplicate- poles from the streets of Santa. :Barbars. aDd 

the othe r towns affect cd., shows clearly- the real. e1 tuat1on. In 

othor \7ol"ds, if a. single to·lephonc system wore being insta.lled.. 

to do the work which is now being clone, by the systems of the 

three ex1st 1Dg telephone companies, a. very mater"ial saving in 

the number and coct of poles as well as certain other items of 

property wOtUd. 'tlllCl8stiombly be mado. We- co.nnot agree tha.t 1n. 

detem1n1Dg tho omount of e ecur 1t1e s which shall be authorized, 

the alllOtUlt should be issued. against tho "structural vaJJ:l.e" ot' 
.. 

the combined propertios of Ps.c1f1e C'ompany, City COmpllllY, and 

Count:r C<)mpanr. Wi thout roference to eXisti:cg duplieation of 
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Pl'O:po·rty. If loss.es: aria e from this si tu&.tion, they should be 

borne by the utilities which have ores.ted the duplication a.m 
not by the ~ub11c. 

?eti tioners l~ stress on the point t:bs.t after eon-

8011dD.t10n e~cll tolephonfJ subscriber in Sa.nta. :Bar'bara Ootmtl' 

Will be: able to avail himself of an enlarged te-lephone service. 

This res'Clt will U%ldO'llbtedly follow. Each te.lephone- subscriber 

will not merely bo able- to converso With an increased number 

of local subscribors, but also over tho long distance lines 

both of Pacific Com:pe.ny a:c.d of United states Ii.eng Distance 

~olephone and telegraph Comranr. 
In the matter 0 f rat os , attention}ba.s alrea.dy' been 

d.1:rected to the fsct th~t somo of tho rates ostablished by 

one or mora of pot1 t1oners, as tho result of the eompet ition. 

between th G poti t1onors .. ha.ve been 'tllld. 'Illy low. Peti tioners 

have Stl.bm1ttod. to the Railroad Commission in Petitioners' 

Exhibit No. 19 .. a. statement of the rates whieh santa. Barbara 

C:om~ des1res to eharge. ~s.ble: No. VIII. being Petitioners" 

Exhibit 11[0. 19~ sh~w.s,:' in summary ='orm .. the rates now being 
.'. 

charged by' City Company end County Com-pa~ .. referred to 
together in the table as "Rome C'ompany". the rates now being 

cbarged by Paci:f1c Compe.ny and the rates proposed by santa. 

:Barba.ra. CompaDY for the classes of serVice thoro'in specified" 

be1:og ttmnoaStU"od business and residenee sortiee-• 

.. 



r. r '1 t" f If {t I - . r; rl)ltl ("I; 

J 
Bwn~ s:,~rWIOlh 

~otal. 

B.XOban&~S Oombined Rate 
Extension 

(a) stat~ons Sohedule I-P~n·ty 2-l'D-rty 4-P".-:.rty 6u'bur~n Extension l-Porty 2-p-arty 4-p<lrty SUburb-.'Ul without Boll With Bell 

1-1 .. 16 
(bJ 

Ho::oo 00. :}2.00· 01.25· $1,00 ~2.00- :;1,20- w :),60 $1.00 

Oarpinteria. 216 Paoifio Co. (0) 3.00 $2,60 $2,00 1,00 2.00 ~1.50 1.60 ~1.60 .60· .65·· 

FropOsed 2,60· 2,00· 3.00· 1.00 2.00~ 1.76- 1.60- 2.50- .60· .65"· 

Hone 00. (uot served b:t}{o~ CO!lp3ny) 
Gaviot9 4 Paoifio Co, 2.00*- 1.60· ... 1.00 1.60· 1.26· 1.00· "lij;CO 1,00 

PrOpOsed 2.60* 2.00· 3.00· 1.00 2.00*- 1.70*- 1.60- 2,60' .60· .65·· 

}~orr.o Co, 3.00· 2.60~ 2,00· 3.00· 2,60· 2.00· 

Goleta 162 Paoifio Co. (served from &<nta Barbara) 
proposed 3.oo*- 2.50- 3.00· 1,00 2.25· 1.16*- 1.50* 2.00· .60· .65·· 

69 Hom Co.(d) 1.60· 1.00 1.50· .60 1.00 

Guadalupe Paot fio Co. 2.00- 1.50· 2.60· 1.00 1.50- 1,25- 1.00· 2,00- 1.00 1.00 

Pl"O,POsed 2.50· 2.00· 3.00· 1.00 2.00· 1,75- 1.50- 2.50* .60· .65-· 

Eon) Co. (Hot sorved by }-~o!:~e Co.) 
L3.9 Oruces 2 Paoifio Co. (no rates quoted. for these olli3sea of aervioo) 

Pl'oposGd 2.50- 2.00· 3.00· 1.00 2.00· 1.76'" 1.50· 2.60- .60· .65-· 

Hor.lO Co. 2.00 1.50~ 1,60· to 2.60· 1.00 2.00· 1.50· 1.50· to 2.60· .60 1.00 

J,o!1}X)o 627 Paoifio Co. 2,25*- 1.75· 1.60· 1.00 1.00· ,'/5- 1.60* .60" .65·· 

P-,L'oposcd 2,60· 2.09- 3.00· 1.00 2.00· 1,75* 1.50· 2.50* .60· .65·· 

HOLlO Co. 2,50- 1.50* 2,00- to 3.50- 1.00 2,00- 1.50- 2.00· to 3,60- .60 1.00 

lOS A 1a:rr~s 66 Pacifio Co. 2,0;)- 1.50· 2.50· 1,00 1.60- 1,25- 1.00· 2.60· 1,00 1.00 

F)'"ol-'Oscd 2.50· 2,00- 3.00- . 1.00 2.00· 1.75- 1.50- 2.60* .60- .65~· 

Hor-Xl Co. (3el~{(:d iron S~<llta. Ynez) 

Lo3 Olivos 19 P30i fio Co. 2.00· 1.60· 2.60· 1100 1.50- 1.25- 1.00" 2.60· 1.00 1.00 

l'l.'01)() 9 ed. (':.'0 ba aorvGd from Santa YJll)z) 

Hor1O CO. 2.76 1.00 2.76 1,75 .60 1.00 

l~llteolto 4'/6 Faoifio Co. 3.00 2.26 2.00· 1.00 2.00 1.60 1.50· .50· ,65-· 

Pl·oposcd. 3.00- 2.50· 3.00· 1.00 2.20- 1.75· 1.50· 2,50· ,50· .65*· 

R0100 Co. (Hot s('l'ved by EO:,-13 COD1Xtliy) 1.00 1,60- 1.25· 1.00· .. . 1.00 1.00 

Rei\lgio 2 Paoifio Co. 2.00· 1.50· 3.00· 1.00 2.00~ 1.'/6· 1.50- 2.60· .50· .65·· 

)?ro),."03cd 2.50· 2.00· 
Ho!.~ Co. S.OO 2.25 1,00 2,OQ- 1.60- .60 1.00 

santa B,.-'ll'bara 6153 P<~ci fio CO. 3.00 2.60 1,60- 1.00 1.00 .76 1.50· .50 .60 

Pl'op0ged 3.00· 2.60- 3.00· liOO 2.20· 1,76· 1.60· 2.50· .60" .65" 

~ ~ ,-

HOl!"':) Co. 2.&0· 2.00· ;;1.60· to 2.50- 1.00 2.00- 1.60· 1.50* to 2.60- ,60 1.00 

santo. l'.l1ria 846 ~"01f10 Co. 2.50 2.00* 2.00* to 2.50· 1.00 2.00 1.60 2.00· .60 .60 

l?l'oposcd 2.50- 2,00· 3,00· 1.00 2.00· 1. r/6- 1.50· 2.50- .60· .65·· 

Ho!.,¥.) Go. 2.50- __ ..... " 1.50* 2.00· to ~'.60· 1.00 2.00· 1,50. ~.oo· to 3.50· .60 1.00 

S~'llta Ynez 98 ;r,J 01 fio Co. (not SE:l"vc.{\ by ~ol:f'to Cou~£m:r) 
P).'Ol)03cd (0) 2.60- 2.00· 3.00· 1.00 2.00· 1.76· 1.50* 2.60· .60- .G5·· 

• 261. 1>01' J,x)llth a~.dl tlOMl to l' desk sot equllY-'~nt • 
351 por r:.;>nth additionsl tor desk Got oqulpt;))l\t. 
1:'01' pl'1LU1'¥ orono in whlOh 00613 ratos {tpply seo t'(iPS sl1o,(in£,; prosont ~.lld pro}.'09cc:t prlt:i)l'l i'ato (\l'ona. 
$.'"M HO!:;3 00:"~'ll'Y~·\1.rnt8oo8 en _ ~X~?1l9~Ol.1 s~t ,"!1 ~~~~ ~"~l..:~~ ... 6~tA~~.t:JOllf;h' 



Ta.ble !fo. VIII shows that in certain instances 

the ratos a.re to remain. a.s h~reto!ore and that in other in-

sta.nces,. the ratos ~e to be increased. 

~ble No. Ir,. beiDg Petitionera' EXhibit No. ~9-b. 

shows the effect of the proposed rates .. in oonnection with 

the elim1nstion of duplieate sta.tions,. as e zt1ma.t ad by pe-

t! t1onors for the first year following the proposed consol-
idation. 

.., 8"""' ;!.. , 
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TABLE NO. :tx~·· 
\ 

. . • '.' • • '. ':-: c ." • 

GRQ~S LOOAL EXCHANGE REVENlJE •. S.A1lU BARBARA COUllTY. PRIOR TO COnSOLIDATION UNDER EXISTING RATES AND SUBSEQUENT 
. TO doisOLIDATIOi( UllDER PROPOSED RATES - -

EXCHANGES 

Oarpenteria 

GaTlota* 

Goleta 

Guadal.upe 

Las OruoeB· 
LOmpoo 

Los .A1~OB 

LOS 01ivos 

Monteoito 

RefugiO* 

santa Barbara 

santa Maria 

santa Ynes 

TOTALS 

* # Ca) 
( b) 
(0) 

UNDER PRESEH~ RATES UNDER PROPOSED .. ~ RATES 
PRIOR TO OQ~SOLIDATIOU YEAR SUaOEEDINlJ CONSOLIDATION YEAR SUCOEEDlIiG OONSOLIDA~IOB i 

(Year 1915) . (ESTlllAmm) . (ESfIM!TEDl 
Paoifio j Ho~e i Both Tota~ for ~ Due to Total for . Inore$se Or 
c Otnp any Ooqta~ Oompanies santa Barbara 

r 
Eli~m t ion ot santa Barbar~ 

Tel. co. DuplicatIons OomtlSllY 

$1.689.40 $2,777.44 ~.366.64 $3.698.84 $ 768.00 $3,903.04 

11.40 ---~ 11.40 11.40 ---- 15.00 

(a) 3,'142.52 3,742.62 3,742.62 ---... 2,893.62 

861.78 1,367.22 2,219.00 1,812.00 407.00 2,063.40 

6.00 -_ .... , 6.00 6.00 ----- 16.00 

3,901.48 0,992.76 10,894.24 9;623.66 1.3'10.68 11..904.96 

486.86 624.02 ml.112.67 883.67 229.00 820.87 

213.93 (b) 213.93 (0) (0) (0) 
. 

1,,474.28 9,340.18 10,81.4.46 9. 99 '1.4 6 817.00 9,696.96 

2.40 --.... 2.40 2.40 ... -- 16.00 
j 

27.874.60 64.466.07 92,340.67 7~,336.6'1 14,004.00 99.004.67 

11.062.62 11,462.61 22.616.03 17,056.16 6,469.88 17,326.67 

---- 2.402.96 2~'02~96 . 2.498.69 118.30 2.427.19 

a47.466.64 103 .. 176.68 160.642.32 1~7.466.46 23.173.86 149.985.38 

~lnanola1 statement not avaI1ablQ. Revenue oo~puted fro~ olassifloatIon of atations in servioe Deoember 31, 1916. 
Dpflo1t 
Inoluded in santa Barbara. 
Inoluded in santa YOGa. 
Inoluded in figures for santa YneB ae it is proposed to dieoontlnue the Paolfio Co~p&Uy exohange at LOB Olivos, 

'\ 
i 

q:~ 

Deorease 

$ 004.20 

3.60 

849.00 # 
261.40 

9.00 

2,381.40 

63.00 # 
(0) 

401.60.# 

12.60 

20,666.20 

2'11.42 

71.40 # 

22.016.92 

I 
I 



As will be observed, Teble No. IX shows that the 
total gross revenue o~ the three existing comp~iee ~rom 

their looal exchange "ousinees during the year 1915, was 

$150,642.32; that sfter oonsolidation is ef~ected, there 

will be a loss of $23,l73.86 due to the elimination of du-
~lioate stations; that i~ ~e rates proposed b~ sants Barbera 

Co~pany axe authorized, the increases in rates will re~lt 

in an increasod gross revenue of $22,516.92; ana thct the 

net re~lt of the elimination of duplicato stations end of 

the proposed incre~ses in rates will be a gross revenue of 

$149,985.38 as contrasted with an aotual oombined revenue 

of $150,642.32 in the year 1915. 

v;'o believe thet S~ta. Barbara Com:psny should. be 

euthorized to charge roasoneble rates for the classes of ser-

nco wh1 Ch it in tends to gi va, even thougil. as a. re aul t of 
the severe competition heretofore existing oertain of the 
existing rates are lower than those authorizod.· It oocurs 

to us that if the existing telephone companios, instead of 

consolidating, should ask the R~ilrosd Commiszion to in-

crease t~e1r rates, the COmmission wouli be obliged to au-
thorize some increases, in any event. We are of tAe opin-

ion t~at Santa. :Barbara Company TNJ:Y be author1zed to oharge 

suoh rates as ere just e.nd. reasonable rates, haVing in mind. the 

rates being charged in comm~t1es haVing the n~ber of sub-

scribers wh.1ch Santa Barbara. Company will have in its various 

excAanges, und.er telephonic oondi tiolls as s:1m1lar as possible 

to those which e%1st in the territory here inder conSideration, 
assuming that service is renderea by a Single telephone company 

and not by two cOnll'ot1ng com:psn1ea. },nd we are further 0:£ the 

op1n1on that the amount of seouri ties wl:l1ch Ssnta :Be.r'ba.ra Comp~ 
3ho~d be ~thor1zed to issue should not exceed such seeur1t1es as 

are reasonable in viow of the net revenue which can reason-



abl:r be expected from rates whioh are normal unci.er a single 
telephone system not haVing the duplicetione which exist in 

the property of the three eXisting telephone oompanios. 

In or~er to ascertain whether the rates proposed 

by santa Earbara Company ere normal and roaso~~ble rates, 

we directed the Bailroad COmmission's telo~hone department 

to ma1te a careful comparison between the rates proposed by 

Santa Barbara COInpa:as for its various exchanges wi th th.a 

rates prevailing for ai::l1le.r classes of service 1nother 

soctions of California. Tho exchanges chosen for the o om-

parison were as nearly alike the various exchanges to be 

opeX'atea. 'b:r Sante. Barbara. COm;?a.n~, in n"llmbor of subscr:t bel'S 

and. trom a. tolephonio POint of View, as POSSible. The ex-

changes selected wore exchanges operated by a s1nglo tele-
phone company, generally Pacific Company, without a~ of 

the du~l1cat1on w~ich Will exist in the consolidated prop-

erty of Senta Barbara Company. On the basis. of a:r.:ch So compsr1-

son, (with minor exceptions) the rates ~roposed by s~ta 

B~bsra COQpan~ ~e reasonable rates to be charged b~ n single, 
non-duplicating, subst1tutio~l system doing the local ex-

Chenee work heretofore ~one by the three eXisting tele~hone 

companies. It must be clearly understood, however, that this 

co~clus1on 13 based solel~ on comparison With rates now in ef-

fect in other comp~abl0 portions of California, this being the 

on1:r be;s1s a.t present availa.ble to the Railroad Com::n:tss10n. 

We are convinced that the claim of petitioners that the rates 

now proposed "are far bolow wnat a commercial schedule of 

rates should be" is directl~ contrary to tho facts, if a~ re-

11~ce is to bo placed on rates voluntarily establiShed and 

long in effect for sim1lar olasses of service in other com-

parable sections of Ca11fo~-1~. 



We reco:::mend that Santa Barbara. Coc.peny be a.uthori-
zed to es~e.blish,for the present nnd until the fUrther order 

o! tAo Railroad Co~1ss1on the proposed rates, provided t~t 
the condit1ons in the order hero~ with reference to the 

proposed consolida.tion are com~11ed with. 

santa. Barbara Coopany will continue the same free 
sWitching service between the various exchanges in s~ta 

Berbara Count~ whicA has horetofore been in effect. 

In response to the Ra.ilroa.d Commission'S request 

tha.t ~etit1oners file a. st~tement of estimated earnings and 

exPenses of Santa. 3Srbare Coc.po.n~ subsequent to the proposed 

consolid&tion, petitioners filed their Exhibit No. 14-b, 

wA10h appears in Table No. X. 



T.A13!z NO. X 

Exchange S~rvice Revonuo 
Toll Service Revenue 
Mlsce~. qporat1ng Rovenuo 

DEDUC~!ONS: 

Te1o~hono One~utin~ ~en3eo _ .. 
Ordinary Repairs 
Stution Romovals & ~an~es 
Totnl Curront ~in teno-rice 
~ f::ti e: <2x1?enso 
Cocmerci~l-~ons& 
GenorD.l ~or.s-e 

Other Doductions. 

uncollectible 
~e.xes 
Re~ts of ~elophono ~icos 

" If Contucta 

Total Deductions, 

~ond. Interest 

Avai1~blo for ~opreeiation 

$2.6.,915 .. 10 
11,798.'0 

$127,456.46 
'4.7,354.73 
1,796.83 

~156,620.02. 

$36,713.50 
Z6,SOl.30 
2Z,~22..00 
11,061.00 

$108,.397.80 

1,6·96.02. 
9,143.76 
1,320.00 

797.79' 

12,957.57 

$121,355.37 

:iS5 ! 2Q..1. 65. 

$19,.82'5.00 

$15.439.65: 



The testimony herein shows that if the rates pro-
posed by Sants Barbara Company are authorized, petitioners 

anticipate an additional revenue from exchange service amount-

ing to $22,516.92. Furthermore, Table No. X gives no COn-

sideration to normal increased business, either as to exch~e 

service or toll serVioe. 'The statement also fails to make 

certain necessary deductions under the head of station re-

movsls and ohanges. We have made the neoessary changes in 

Table No. Z and have also estimated a tentative amount for 

depreciation annuity. Table No. AI is Table No. X thus revised. 

-4$- 19q - ~ 



TA:BLE NO. XI. 

SANTA BARBARA ~RONE COMPANY--REVISION :BY RAILROA.'D 
cOMMIssr@ OF E:M~IMA1m) ANNUAL EAl'iliING:::t AND EX-

PENsE::) FROM caN::>mIlIDA1!f!i) :PROPER1'Y~ BASED aN 
BAtts AND CLASSES OF SERVICE J? ,OPO~ED 

BY slNt&: B:ARBXRI dm1S11611: coiPm. 

OPERATING REIENUES 
Ezoh~e Servioe ReTenue 
Toll Serv1ae ReTInue 
U1saellaneous Operattng ReTenue 

Total 

DEDUOTIONS: 
Telephone operating Expenses: 

OrdinarY' Re:pai,ra-
Station Removals & Changes 

Total Current Maintenance 
1Taffic E:z:penae 
Commeroial ZXpenst 
General Expense 
unoollectible 
Ts.:a8 
Rent o~ ~. Offices 

" " Oontraots 

'BALANCE 

:Bond Intero at 
Depreo1ation 
Available for Div1dends 

$26,915.10 
1°1718.69 
3'1,633.'1' 
36,501.30 
22,122";,00 
U,061.00 
1.61,1,.02 
9.5'11'.69 
1,320.00, 
. 797.79 

19,825.00 
38,118.32 

7.0'12.36 

t 152,4"~40 
31.45'1.94 

1.'196.83 

• 185,.719.1'1 

120.703.49 
. , • 65,015.68 

$ 65,015.68 

-gA ~ ., .. - -



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

basis ot the estimates therein contained, there Will be avail-

able the SUlll ot $19,825.00 for bond interest, being interest 

at the rate of 5 per cent on the total bonds which Santa Bar-
bara Com~any desires to issue at the present ti~e. $38,118.32 

for deprecia.tion and $7. ,072 .36 for dividends'. The sum ot 

$38.118.32 is tentative only, and may be somewhat high. 

We desire to draw part1cular attention to the item 

for dividends. The suo of $7.072.36 will pay dividends at the 

rate of 6 per ce~t per annum on stock of the par value of only 

$117,872.67. Petitioners herein are asking an order authoriz-

ing the issue by Santa Barbara Company of preferred stock of 

the par value of $403.000.00, and common stook of the par value 

of $66,500.00. The very fact that the articles of incorporation 

of Santa Barbara Company provide that no dividends shall be pa1d 

on preferred stock prior to June 30, 1918, shows clearly that 1t 

1s intended that dividends shall be paid subsequent to that· date. 

Purchasers of cumulative preferred stock generally expect divi-

dends., Mr. Bush testified that the expenses of Santa :Barbara 

Company will hereafter increase at 1esst as much if not more than 

~roportionately With the amount of increased business, so that we 

o~ot expect, on the besis of this testimony, any material im-

provement of the financ1~1 condition of ' Sent a Barbara Comp~ over 

the condition exiet~g at the very beginning of the company's 

bU3iness~ unless there is hereafter a further substantial 'increase 

in rates. 

Mr. :Bush testified trarltly that although Santa :Barbs.ra 

Company will be satisified for the present with~he rates which 

the company asks the Ra1lro~d Co~ssion to authorize, the com-

p~ contemplates the probable neceSsity of coming to the Rail-

rosd Commission within two years or thereabouts and asking a 

further increase in ratee~ if 1t is to be able to 



meet the interest ana di~~end payments on the securities which 

petitioners are now asking the Railroad Co~ss10n to authorize. 
In view of this situation, the i~terests o! the public in gants 

Barbar~ County imperatively require that the Railroad Commission 

do not authorize an issue of securities in excess of such 

amount as is reasonable 'tlnd.er the cond1 t'10ns which will preva.il 

in santa Barbars County at the ttme the consolidation is 

authorized, if authority ther&for be granted. 
Subs(;'~uent to the hearing herein, l:r Bueh transIltttted, 

with letter dated ,September 18, 19l6, a revised st~tement of 

operating revenues ana expenses. ~he letter acco~~anying this 

sta.tement states that there has already been ~ substantial 1n-

crease in the number of tele~honea in santa Earbara County in 
1916, as well as an 1ncrease in the ~ount of toll bueiness 

handled by both long distance telephone companies in santa 

Barbara County- W.r. Busll expresses the belief that this 1n-

cresse will be further augmented by the fact that all subscrib-

ers ~ll be furnished access to the toll lines both of ~aoif1c 

Company and of united St~te3 Long Distence Telephone and Tele-

gre.:PA Compeny. 
~he re~ised statement thus submitted by 1~. Bush 

appears as Table No. XII. 

"'0'''''' .,i ..... n) 



~ NO. XII. 

SANU B.ARBJ...RA TELEPHONE COMPANY--REVISION :BY PETITIONERS 
OF ESTIMATED ANNUAL BAi'lNINGS AND mENS!S FROM 

CON;:)OLIDATE!) PRoPERTY BASED ON ID .. 1!fs AND 
CLAssES OF SERVIcE P~OPOSED BY SAl{TK 

:eARJmiA mWl1Ch-E COMPANY AND 
ES~1MA!l!El5 INCREASES IN 

roLL REVENUEs. 

OPERATING REVENUES 
Eiohin8i Serv!oe Revenue 
~ll SBrvioe ReTenue 
M1soel. O:perat1ng Revenue 

~otal. ReTenue 

DEDUOTIONS 
ordinary Re~a1r8 $26,641.24 
station Removals 

and OhsDges 12,228.80 
~otal Current~int$nanoe 
~fio Expense 
Commero1al EXpense 
General. Expense 

OTHER DEDUCTIONS -
unoolleot1b1l 
~8 
Rents o:! Telephone Offices 
~.nts of Oontraots 

Tot~ ]eduot1on8 

BALANCE FOR DEPRECIA~ION ANDIJ~S~ 

$3S.a70~~ 
37,714.49 . 
22,466.l6 
ll,Obl.OO 

.110,100.68 

• 16,102.50 

• 126,223.18-

Deduot Interest 19,825,00 . 

Bulunee fer Depree iution a.nd Dividends ------. 45,P,s1~39 
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If the ~ount shown in Table No. XI for depreoiation, 
being the Stml of $38,118 .. 32, is subtracted from the balanoe of 

$45,281.39, for depreciation and net profits shown in Table No. 
XII ~ there will remain available !or d.1 v1dende the sum of 
~7,163.07, which is almost identioally the sum shown on Table 
No. XI and est1me,ted bF the Railroad Commission prior to the 

reoeipt of the letter from ~~. Bush, dated September IS, 1916. 
We are satisfied trom tho evidence herein that santa 

Barbara. Company Will not be a.ble, under SU.M rates aa the Ba.1l-

road Commission m87 reasonably and fairlr authorize, to meet 

the interest payments on its proposed bond issue and also the 

dividends on the proposed preferred and common capital stook, 
nor even any oonsiderablo portion of the div1dends on the pre-

ferred stook s.lone. We are so.tisfied that the amount of capital 

stock to be issued by santa Barbara Com~any should be only such 

e.mount as now appears to be reasonable and. that the amount 
asked for by petitioners should be mater1allr reduced. 

We draw attention to the fact that if rates could be 

increased ~ff1ciently to enable'Ssnta BarbsraCompsny to pay 
the div1dends on the preferred stock to be issued to Pacific 
Company, the result would be that after two years ~ac1fio Com-

panr would rece1ve eaoh yeax, free and clear, dividends o~ 

$l6,900.00 from property w".o.1eh with the exception of' a. few 

hundred dollars 1n 1914 ha.s not, during the last five years, 

:paid even tl8.1ntenance and o:pere.t1ng expenses. In other w~rds, 
tho mere faot of consolidation would convert a hopelessly 
10S1%1g venture into one y-1eld1ng a handsome profit to Pao1fic 

Comp8JlY· 
'While not at this time indicating the exaot amount of 

oapital stock which the Railroad Commission will authorize 
Saute. Barbera Comp8Jlr to 1ssue, the ordor herein will contain 
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a oondition to the effeot th~t the oonsolidation oannot be 
effeoted until the ~ount an~ oharacter of the ca~ital stook 
to be issued by Santa Barbara Com~any has been satisfaotorily 

adjusted by petitioners. 
Wo have here a proceeding in which the telephone 
which 

oompanie~have been oompeting with one another, as well as the 
:publi0 in the, territory affeoted, are agreed. in desiring a oon-

solidation of the existing telephone properties. That the 

service, both 100al and long distance, will be extended ie 
olear. The rates Whioh we are a~thor1zing seem to be just and 

reasonable, on the faots now at our oo~~, for the service to 
be perfo~ed. The amount and charaoter of securities to be 

issued. by Santa. BarbaI'8. COtlpany mst be made reasonable before 

the oonsolidation can become effective, so that the rate payers 

of the ~ture will not bo buraened by reason of exoessive in-

terest and dividend pa~ente antioipated by the parties from 

an excessive ~ount of seanrit1es now authorized. 
No one has opposed the proposed consolidation. 
The onl.y al'guI:lent which occurs to us e,ga1ns't the pro-

posed oonso11dationis the fear that after oompetition has been 
el1m.1nnted, Santa Barbara Company may possibly become remiss in 

its duty to the public. as was the caee with Sunset Telephone 
and Telegraph Company prior to the ent17 of C1 ty Com~a.ny and 
County Company into the field. Quite generally, prior to the' 
oonstruction of the so-called "Horne" telephone com~en1es in 
this State, the public did not receive ~rom the existing tele~ 

phone monopoly the service Which the public had a right to de-
~d. At that time, however, the State had not established a 
state commission With power to supervise and regulate telephone 
utilities in their rates, ~erv1oe, extensions and finanoes. 

The faot tnat a consolidated telephone company se-

~1ng s monopoly in Snnta Barb~a.County may hereafter be-;;4. 



oome remiss in 1 ts duty to the publ1c is not, in our o:p1n1on~ 

~ffio1ent reason for refusing to authorize a consolidation which 

ought to result beneficially to the public and Whioh is desired 

by ~he communities affectod. 

In the last ~ys1s, the vital queetion in oonneotion 

~~~ consolidations of this character, reeult1ng in the grant1!Lg 

of a monol'oly to tt ut:tlity in 8 givon :field, vdll sJ.waye bo 

'l1hether, under the supervi sion and. regulation now established by 
th1a state, the State Will be strong enough and effective enough 

to oompol good service ~t reasenablo rates and an enlightened 

1'o1io:y- toward the public, in case the utility haVing such mono:po~7 
should 'be disinclinod to do its duty toward the :public. It must 

be ~resumed, in this oonneotion, that the publi0 Will be Vigilant 

in the defense of its rights and that it Will insist t~t the , 
:pub110 officials entrustedw1th the supervision and rcga.lation of 

public utilities will be alert and Vigorous in the protection of , 

the :publ10, as well as just and construotive in their desl1nga 
With the public utilities. The author1t~ vested in this Commis-

be exeroised 
sion Will, of course,jV1gorously1n the interest of impartial 

justioe to all. 
If these means prove inadeqnato, there is always the 

final remedy of acquisition ~d o~eration of the utilities by the 
publio. We believe that this final possibility Will generall:y-

induce even ~ch publio utility mono1'olies as might not be in-

clined to do their full duty under regulation by the state 

authorities, to accord to their customers end subsoribers the 

treatment to ~~ich they are entitled. 

After a careful consideration of the iB~es involved 

herein, we have reached the conclusion that the petition herein 

ShoUld be granted to the oxtent and subject to the conditions 

speoified 1n the order herein. 



We submit the folloWing form o:e order: 

o R D E R. -'----

SANTA :SA..~BAP.A TE!.EJ?:a:O!-<'"E COMPAl."l'Y, HOME TELE..."OE:ONE 8: 

TELEG~:a: COMPANY OF S.ANTA BA..~ARA COUNTY, HOME TELEPHONE & 

TELEGR.o\PR COMP .. o\NY OF S&~TA BARBARA, SUNSET TELEPHONE .AND 

TELEGR.A:PE: COMPANY and TEE PAOIFIC TELE~ONE AN:D TEI.EG~R 

COMP1U~ having ~iled their petition herein as ap~ears in the 
o:p1n:1o:::l which precedes this order, and a public hearing having 

been held and this proceeding having been subm1 tted and being 

now ready :eor decision, 
IT IS HE?~BY ORDERED as follows, subject to the con-

ditions which appear in tho latter portion of this oraer: 
1. Home Telephone & Telegraph Compsn~ .of santa 

Barbara is herebY' authorized to sell and convey to Sa.nta :Barbara. 

Telephone Company- all the lands, property and r1gh ts of Home 
Telephone & Telegraph Company of s~t~ Barbara, except the right 

to be a oorporation, the lands to be conveyed including those 
two parcels of real property which are specifically· described in 

Exbib1t No. 1 Which 1S attached to and made a part of this order. 
, 

2. Rome Telophone & Telegraph COtI.POOly of Santa. Barbara. 
County is hereby authorized to sell and convey to Santa Barbara. 
Telephone Compsn~ all tho land.s, property and. rights of Home Tele-
phone & Telegraph Co~pany of Santa Barbara County, except tho 
r1gnt to be e oorporat1on. 

3. Sunset Telephone & Telegraph Company is hereby 

authorized to sell and conve7 to The Pacit1c Telephone & Tele-

graph Company for the eum of $10.00 in cash all the lands, 
property and rights of Sunset Telephone & Telegraph Company .1n 

Santa. :sarbere. County and in tbAt :part of San Luis Obispo County 
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known as RanCho Guadalupe, including the rights of Sunset Tele-
phone & Telegraph Compan~ under Ordinance Iro. 57 of the Town of 
Lompoc, approved April 17, 1893 and Ordinance No. 293 of the 

, 

City of Santa Barbara, approved. February 7, 1896.' 

4. The Pacific Telephone- and Telegraph Company is 
hereby suthorized to sell and oonvey to Santa Barbara Telephone 

~ 

COmI>s:t:ly the lands, property and rights wll1 ch are (:$.pe.o±tt~l7" I 
deSCribed in E:hibit No.2, whioh is attached to ,and made a part 
of this order. 

S. Home Telephone 8: Telegraph Compa.ny of Sa:a.ta 
Barbara is hereby author1zed to sell and convey to santa Barbara 

Telephone Company. and. Santa Barbara Telephon~ Company is hereby' 

authorized to acquire 2000 shares of the capital stock of Rome 
Telephone 8: Telegraph Company of Santa :Barbara. County, ha'V1ng a 

par value of $200,000.00, which shares of capital stock are owned 
and controlled by Rome Telephone 8: Telegraph CompaDY of Santa 
Barbera.. 

6. Santa Earbsra Telephone Company ie hereby authorized 
to issue to Home Telephone & Telegraph Company of Santa Barbara 

in paymont for the property to be oonveyed by Rome Telephone 8: 

Telegraph Company of Sants. Barbara to Santa Barbara Telephone 
Compa~, such securities as may hereafter be authorized by 
sup~lemental order herein. 

7. Santa Barb~ra Tolephone Com~r is hereby authorized 
to ~a~ to Home Telephone & Telegraph Company o~ Santa Barbara 
County, in conSideration for the property to be conveyed br Home 
Telephone & Telegraph Company of santa Barbara Count~ to Santa 

Barbara Telephone Compa~, such compensation or to issue suCh 

securities as may hereafter be authorized by supplemental order 
herein. 



8. Sznta Barbara Telephone Coopsny is hereby 

authorized to is~e to The Pacific Tele~hone and T~legraph 

Co~any, in consido~at10n for the property to be conveyed by 

The Pacific Telephone and. Telegraph Company to Santa Barbara 

Telephone Company, ~ch securities as msy hereafter be e.uthortzed 
by Sttpplem~tal order herein. 

9. Santa Barbara Tele:phone COt:lpa:o.y is hereby authorized 

to execute to Loa Angeles Trust & Savings Bank ita deed of trust 

or mortgage in ~bstantislly the form of Exhibit F-attached to 

the petition herOin, to secure the is~e of 5 per oent 50-year 

gold bonds of the faoe value of $700,000.00 and to issue its bonde 

eeenred by such d.eed of trust aa follows: 

a- Santa. ~rba.ra Telephone Cot1:pany is ha·reby e:a.thorizea. 

to issue its 5 per oent 50-year first mortgage bonds of the face 

value of $100,000.00, to net in cash not less tnnn 90 per· cent 
of face value, plus accrued. interest, and to use the proceeds for 
suCh purpose as may hereafter be specified by supplemental order 

herein. 

b- Santa. Barbara Telephone Company is hereby author-

ized to iesne its first mortgage 5 per cent 50-year bonds of the 

face value of $169,000.00, in exchange for the entire outstanding 

1s~e of $200,000.00 face value o~ bonde o~ Rome Telephone & 
Telegraph Company of santa Bs=bera-. 

e- Santa Barbaxa Telephone Company .1s hereby author~ 
ized to· issue its f1I'Rt ~ortgage 5 per cent 30-year bonds of the 

face value of $127,500.00 in oxchange for the entire outstanding 
issue of bonds of Home Telephone & Tole8Taph Company of Santa 

Barbara County, amounting to $150,000.00. 

d.. Santa. Barbara Telephone Company .i8 hereby author-
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1zed to 1ssue 1ts first mortgage 5 per oent 30-year bonds, 

from time to'time, of the face valuo of Cl,OOO.OO, ~500.00, 

and ~lOO.OO in exchange for its bonds of lower denOminations, 
but of an equivalent par value, in so :ear as such bonds of 

lower denOminations may be issued under the oraer herein. 

e- santa. Earbara TelephOll&'Compan.y is hereby 
capital 

a.uthorized to issue one Share of common/stock to each of 

five directors for the compensation of $lOO.OO per share, 

the proceeds to be d~voted to such purpose as may hereafter 

be speei~led by s~plomental order herein. 

10. Santa :B.!t.r"os.r8. Telo:&hone Company is hereby 
authOrized to make effective the rates, rttle3 and regulati ons 

heretofore filed by said eompany with the Railroad Co~ssion. 

/-e">~ fpro.!V-1c!.C.d .. that .the ... o. ond.1t1ons her~1naft.er.·,,-set·· .. f¢rlh"··sllall'· have' , 
( -il"&en"""COOlpJ.j,ed-.W1-th .• ) 

11. Tho a.uthority herein granted to petitioners 

to perform the acts herein specified shall not become effee-
" 

tivo until tho Railroad Commission shall ha.ve issued its 

supplemental ordor or orders herein reciting that petitioners 

have performed the follOWing acts to the satisfaction of the 

Railroad Commission: 

(1) Peti tioners shall subm1 t to the Ra.ilroa.d Com-

mission a revised plan with reference to the amount and 
character of ca.pital stock to be issued by Santa Barbara 

Telephone Company in exchange, in whole or in ~art, for the 
propertios to be acquired by it • .. ,: .. 



(2) ~he 2acific ~elephone and ~elegraph Co~ 

pany shall present to the :Rail:roe4 Commission a torm 

of deed of conve~ance to Santa Barbara ~elephone Com-

pany. rev1sed as indicated 1n the opinion wh1~ precedes 

this order, in the manner of franohisee, or shall other-

w1se take steps satisfactory to the Ea11road CO~B81on 

to safeguard Santa Barbara~elephone Company in the matter 

of :franchises owned or claimed by ~he Pa.cif1c ~elephone 

and Telegraph Company. 

(3) ~he 2ac1f1c ~elephone and ~elegraph Comp8n1 

ah.e.ll file with the :Ra1lroad Commiss1oll a st1pulat1on~, 

duly authorized by its board ot direotors. agreeing for 

itself, its sucoessors and assigns, that it will never 

claim 1n any proceeding before the Railroad Commission. 
any court or any other publio authority, any value for 

the ~ranch16e8 which are to be oonveyed to it b1 Sunset 

~elephone and ~eleg:rnph Compe.ll1 in excess of the mone18 

which were originally paid br SUnset :elephone and 

~elegraph.Company for said franohises to the pub11c 

author1 t1e,s grant1:cg the same, wh1ch moneys sh8.1l b. 

stated for eaoh franchise 1n sa1d st1pulat1on. 

(4) sante. :Bs.rbara ~elephone Company ehall 

file with the Rallroad CommiSSion a stipulation, duly 

author1zed by its board of directors, '~gree1ng for 

itself, its successors and assigns, that 1t w1ll never 

olaim in any proceeding before the Ra1lroad Commission, 

any court or any other public authority, any value for 

the franchises which are to be co~eyed to it by ~e 

Pacifio Telephone and ~el.graph Company, Home Telephone 

& Telegraph Company ot Santa Barbara and Rome Telephone 

& Telegraph Company of Santa Barbara County, in exoess of 
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the moneys which were originally paid by the respeotive 

grantees of said franchises to the pub110 authorities 

granting the same, wh1ch moneys shall be stated for 
eaQh franchise in said stipulat1on. 

~e foregoing opinion and order are hereby 
approved and ordered filed as the opinion and order 

of the Ba1lroad COmmission of the state of Califor.nia. 

Dated at San FranC$8QO, California, this ~ -
~ay of -.October, 1916. 

-, .......... ' . 

" 

'\ 

p' -- ••• ~-... 

I' 
I 
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... ...... ' 
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, I , ... ~". 
:~;:: ... ~" .... 

Oommi8aioD.er~. 
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EXEIBIT NO.1. 

All that oertain rea.l propertl 81 tua ttl, ly1ng and 

being in the City of Santa. Barbara" countr of Santa 

Barbara, state ot Cal1torll1a ll and more particularly de-

scribed as follows: 
Commencing at a po1nt in Block number 

One Hundred !1tty-eight (168) 1n the southeast-
erly line of Carrillo street~ distant thereon 
one hundred and fifty (150) feet southwesterly 
from the southerly corner ot Carrillo and state 
streets. and running thence at right angles into 
said block and parallel with State street, one 
hundred sixteen (116) feet three and one-ha~ 
(st) inches to an allerway twenty (20) feet in 
width; thence at right angles southwesterly and 
parallel with Carrillo Street and along said 
alleyway thirty (30) feet; thence at right angles 
northwesterly aDd parallel with state street 
one hundred siXteen (116) feet three and one-
half Cst) inches to a point in the southeasterly 
line of Carrillo Street; thence along said Carr1llo 
street nOl;'theasterly thirty (30) feet to the point 
of beg1lming • 

.All tllat certain real propert 1 situate" lying 
ond being in the County of Santa Bs.:rbara, state of Cal1:forma. 

and more part10ularly described as follows: 
Beg1nn1ng at a point on the south line of the 

County Eoa4 running from the Hot Springs Avenue to 
San Ysidro Boad, distant four hundred and fortJ 
(440) feet, north eighty-four (84) degree8 east, 
from the west corner of that certa~ tract of land 
oonveyed by Thomas Rosmer and wife to the First 
Presbyterian Churoh of El Monteo1to, by deed dated 
January 24th, le9l, and re'~orded in the oUioe ot 
the County Reoorlier of Santa Barbara County in 
Book 29 of Deeds, page 53~, said point being also 
the east corner of that certain tract conve~ed bi 
the parties of the first part to Perci O. Buell, 
by deed dated MarQh 10th, 1900. and recorded in said 
Eecorder's office in Book 70 of Deeds, page llS,and 
running thenoe south and along the east line of said 
lot so conveyed to ~ercy o. Buell, one hundred and 
ninety-eight (198) feet; thenoe north e1ghty-four 
(84) degrees east and parallel with the said County 
Roard. thirty (30) feet; thence at right anglee north 
end paralle.l with the east line of lot so conveJed to 

~1 j.I.! 



:Percy O. BueU, on~ hundred a.nd ninety-eight (198) 
feet to the south line of said Co~nt:v Road; thence 
at right angles south eighty-four (M) d~~gree8 west, 
along 8&1d County Road, thirty (30) feet to the place 
of beginning. . 

TOGE~ with all the tenements, hereditaments 

and appurtenanoes belonging, or 'in anywise appertain1ng, 

to the two paroels of real property herein desoribed. 



EXHTBI~ NO.2. 

FIRST: That oerta.in franchise granted by the City 
". '" 

.of Santa Maria to ~he Pacific ~elephone and ~elograph 

Company by Ordinanoe No. 41, passed August 19, 1912; 

SECOND: That oerta.in tre.nchise granted by the Town 

of Lompoc to Sunset Telephone and ~elegraph Company by 
" . 

Ordi:cance No. 5'1, pa.ssed April 17, 1893; 

THIRD; ~he.t certa.in franchise granted by the City 

of Santa Barbara to Sunset Telephone and Telegraph Compan1 
. . . ',..,.' fJ 1..t-{ 

by Ordinanoe No. 293, passed hbru.a.ry 7 II 1896i ~/t..t(~ ~ " ( 
" • I": J-.r).., c..:.~ .e. ~ .. i::._"I~...... h.' ~ ;.; .•.. "'_,~ .. ,.(,..;.( 7.v".J..r;J;.-•• f' ~" .......... 1J.)~t....v... 

'.' I " Q A.r.-......, .... · f. /., ,. .,; . 
~~ ........... /~. "'--.1 """ ~I,. I.J.....U. ",,:'f'tl~. .. .. I fi 'I" .6." , 
c..-',....,..vJ "~ ..-\ .-*. . FO'O'P.TH: .. .0..11 tha.t roal property 61 tuate, lying and \ { . , 

being in theC1ty of·Santa Barbara, state of California, 
. 

and more particularly described as follows, to-wit: 
Commenoing at the northerly corner of De La 

Guerra and Chapala Streets, thence northwesterly 

along the northern line of Chapala Street one 

hundred fifty-~1ve and thirteen one-hundredths 

(155-13/100) feet; thence at right angles north-
easterly fifty (50) feet; thence at right angle. 

southeasterly one hundred and fifty-five and 
thirteen one-hundredths (155-13/100) feet to the 

~ortherly line of De La Guerra street and thence 

southwesterly along th~a wes~rly line of De La. 

Guerra street fifty (50) feet to the point of oom-

mencement. being part of City Block No. One Hundred 

and seventy-five (175) of the City of Santa Barbara. 



TOGE~HER with all and singular, the tenemento, 

hered1tam~ts and a~purtenances thereunto belonging, or 

in anywise a.pperta.in1ng, and the remainder and remainders, 

reversion and reversions. rents, issues and :profits tbe.:reot. 

FIFTH: All of the polos, lines, wires, cables, 

oonduits, switchboards and other plant and propert1, and 

all the easements and rights of way owned by ~he ~aoif10 

~elephone and Telegr~ph Company and used by it in furnish-
ing telephone service in the County of Santa Barbara, state 

of California, and. 1n that portion of the Count;y o'f San Luis 

Obispo known as Rancho Guadalupe, except the follow~ proper-

ty of ~he ~acifi0 Telephone and Telegraph Company: 

1. The through toll pole lines. 

2. The through toll aerial w1res, including 

the Santa Earbara-Santa Maria loop, 
wh1eh 1e used as one of the physioal 

loops on which a t.hrough phantom circuit 

is set up. 
3. The subscribers' stations, which are duplicat-

ed by stations of Home ~elephone & Tele-

graph Company of Santa Barbara a.nd Rome 

~elephone & Telegraph Company of santa 

Be.rbara County. 

4. The equipment in the offioes at Monteoito, 
Lom:goc, 

Santa Ynez t Los OlivC6~, 1\ Loa .AJ.e.moa a.nd 
Gua.dalupe. 

5. The pla.nt comprising the office entranoes 

at Monteoito and Lompoc. 


