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Decision No. 722~557 .

BEFQRE QHD RAIIROAD COLTIISSION OF
THE ST4TE OF CALIMORNIA.

~==000mmm

In the iatter of the Application of
. FURDTINGION BEACH 'COLRANY

0 sell its felephone system to -
TUNTISG00N BEACE DELEDHONE COMPANY Applicavion No. S175
end o2 HUANINGTON BXEACE TELEFRIONE
CONPANY %0 isszue stock.

J.5. Lawshe, for Huntington Zeach Company;
H.V. Anderson, for Funtington Beach Telephone Company.

DRUNDIGE, Commicsioner.
02IXTION.

This ayplication involves the transfer of the tele-
phone propverties owsed by Huntington Beach Company to Huntington
Bescn Melophone Couwpany, and the issue of $22,000.00 of stock by
duntington Boach Telophono Compsny to pay for such properiies.

Applicants report that Huntington Beach Company was
organized primarily Lfor the purpose of accuiring, improving, subdi-
viding and sellirg a tract of lexnd at Euntington Beach in ofange

County, and of carrying onm Otner similexr busimesc.  Among other

proverties which 1t owns ig a telephone syétem located at Huntington

Beach. It asks permission to sell its tolephone properties to the
newly orzapized Euntington Beach Telephone Company, wnich will et~
gage exclusively im the business of msinteining and operating the

L4

telophore properties and system.




Tuntington Bcach Televhone fompany hes an authorized
stock issue of 550,000. divided into 50,000 shares of 2l. ecch.

None of %the stock, except 2500 chares, - 3500 shares to each of

the five persons now acting as directors of the company~ has been

issued. mhe icsue of the stock has never been authorized by the
Coumission. It was subscribved for, pursuant to Section 293 0f
the Civil Code, which requires $100. of stock per mile of telegraph
1ine to0 be subscribed for, prior to the f£iling of tae articles of
incorporation. Herctofore, the Commissioxn has held that public
utilities organized in good failth méy issue one share of stock to
each director for gqualifying purvoses. In this instance, it ap=-
pears To me‘that s greater number of cnares thun was necessary %o
qualify directors was Iscued, and there is, therefore, some doubt
about the validity of the 2500 sheres of stock outstanding. To
remove this doudbt, I believe that the Commission should suthorize
Funtington Beack Telephore Company to lssue 2500 shares of stock in
1iew of the 2500 shares of stock heretofore issued without an order
from the Railrosd Commission.

Juntington Beach Telephone Cowpany esks suthority to issue,

&9 eeid above, $228,000. of ite stock To scguire the telephone pro-
perties of Euntington Beach Company. The company subuitted an ap-

roical in which the reproduction cost is reported at $30,195.94.'
nd the present vslue at %15,699.62. The Commission’s engineers
estimate the nistorical revroduction cost of the properties at
%20,999.00, the nistorical reproductilon cost less depreciation, at
415,902.00; +the reproduction cost new, ucing 1919 prices, at

851 ,555.00, and the reproduction cost new, using 1919 prices, less

deyreciation, at $29,5816.00.




The engineers of the Commission agree with representatives of awnpli-
cant, thet the depreciation rates used in applicant's appraisal are
to¢ high.

T believe thet Funtington Beach Telepbone Company should
ve permitted to iseue $22,000.00 of stock to acquire tne proverties
of tie Euntington Beack Company, &nd I, therefore, submit the follow-
ing form of Order:

02 DER.

SUNTINGTOY PRACH COMPANY having applied to the Reilroad
Commission for suthority to sell 1ts telephone vroperties to HUNTINC-
70N RBTACH TELERHONE COMDANY, and EUNTINGTON BEACE TELERHONE COMPANY
having joined in the apolication and &asked permission to issue
$22,000.0C of stock in peyment ror tae vroperties, & public hesring
naving been beld and the Commission being of the opinion that the
money., propverty or labor To be procured or paid for by the issue of
stoclr herein suthorized, 1is reasonadly required for the purposes
specified in this Order:

10 IS EEREBY ORDERED that HUNTINGION BEACE COMRANY be,
and i+ is hereby. authorized to sell and transfer to the EUNTINGTION
BRACY TELEPHOLE COMPANY 2ll of its telephone properties referred to
in the oetition nerein and in oxhibit "4" in Application Number 4472

To 1S EERERY PURTEER ORDERED that EUNTINGION BEACE T
ROEONT GOMPANY be, snd it is herebdy, granted authority to lssue
24 500.00 par velue of its common caepital stock.

mae authority herein granted 1s upon the following

ditjions, ané not otherwise:

1. Of the stock herein authorized, #$22,000.00 shall be is=

sued at not less than par VO Funtington Beach Compeny in payment
#or “he telephone properties nerxein authorized to be 5014 and

transferred, and $2,500.00 shall be issued at par to




directors of Huntiangton Beuch Telepnone Company in lieu of the
$2,800.00 of stock heretofore issucd without sn oxrder Zrom the
Roilrosd Commission, provided that noune of the §2,500.00 of stock
be iscued until the certilicates neretofore issued %o directors
have beon returned and canceled.
wrice at which the telephone properties are horeln auvthorized to
bYe translerred shall not be urged vefore this Commission, or other
vublic body, as determining the value of said pfoperties Lor reate-
fixing or any purpose other than the transfer herein anthorized.
B-=iithin sixty doys after the transfer ¢of the properties, Huntingion
Beach Telephone Company shell £ile with the Rallroad Commission &

verified copy of the instrument of conveyance under whick it holds

title to the properties sud advise the Commission of the specific

date when the transfer became eflective.

4 .~--Fuctington Bosch Telephone Compeny shall keep such recoxrd of the issue
and selo of the stock herein asuthorized and of the disposition of
the proceeds as will enable it to file on or before the 25th day
of each month a verified report as required by the Railroad Commis-

- sion’s Geperal Order No. 24, which order, im so far ac applicable,
is made & part of this Order.
cuthority herein granted shall epply orly to such transfer g8 may
be made snd to such stock es may be issued on or before August 1,
1920.

The foregoing Opirion snd Order are heredy approved and
ordered filed a2 the Opinifon and Order of the Railrosd Commission of the
State ¢f Celifornia.

‘) TDated st San Prancisco, Californmia, this 4/-—2-r day &

L
Sorrwer, 1920.
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