Decision Xo.

ZEPQRE TEE RAITROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matser of the Application 0% )
CADIFORNIA TELEZEONE AND ILIGET COMPANY, )
& corporation, and SACRAVMENTO VALLEY )
TELZPEONZ COXPANY, & corporation, for )
an order of the Railroed Commission ¢of )
tae State o2 Califoraile suthorizing the })
former t0 8ell and convey and the latter)
to puxrchase sund ascquire the proper‘ties }

referred to in this petition; of )
SACRAVENTO VALIZY TECLEPEONE COMPANY Zor )
suthorizetion to execute and deliver s )

omissory rnete in the face smownt of )
gioo,ooo.oo; and of TEE PACIFIC }
TELEPEQONZ AND TELEGRAPE COMPANY, & }
corporation, for aunthorization to ez~ )
dorse and become the guarantor of =8id )
promissory note t0 be executed by )
SACRAENTO VALLEY TELEPEONE COMPANY. }

Application No. 13271

C. B Cutten, for Celifornis Telephone
and Light Company.

T. T. Show, for Sacramento Valley Telephone
Company and The Pacific Ielephono
axnd Telegraph Company.

BY TEE COMMISSION:

CPINION

In the shove entitled metter the Railroad Commission 49
asked to meke an order:-

1. Authorizing Californis Telophonme and Light Comparny,

‘hereinafter sometimes mentioned as Californis
cqmpe.ny, to grant, sell and convey for
$400,000. to Sacramento Valley Telephone
Company, hereinsfter sometimes mentioned s

Sammepto Company, all of its properties




used In the conduet of its telephone ana‘tele—
greph buciness, end authorizing Sacramento '
Compary to purchsse and acquire such properties;

2. JAuthorizing Californis Company, upon transfer of its
propertieé to Sacramonto Company, to cease furn-
ishing and supplying telephone service in the
territory in which it now operates;

%« Authorizing Sacramento Company to execute its pro-—
missory note to California Company In the
principel amowat of $100,000. payable twe
years aftor date, without interest, Iin part
consideration for the transfer of the properiies;
and

4. Authorizing The Pucific Telephone smd Telegraph
Compeny to endorse and become the guarantor of
8aid promissory note.

The record saows that Californis Company is engaged Ix
the business of genersting, transmitting, distributing, selling,
Yuying and dealing genersally in electricity for light, heat axd
power, and also im the business of conducting, controlling and
oversting 2 telephone snd telegraph syctoem, its properties being
locsted in portions of Sonome, Mendocino, Nepe and Leke Counties.
It appears that the company desires to withdraw from the telephone
business and to devote its efforts exclusively to the copnduct of
the business of an eleatrical corporé.tion and £or this reasonm kaz

entered into an agreement to sell all of ite telephone properiies.

In this cormection it might be added that California Commpaxny is

controlled through stock ownership by Pacific Ges and ZElectric
dompazw, which company owne about ninety-nine percent of its oute
standing stock.




The rovermes axnd oxpenses of the telephone business of
the selling corporation have been reported to the Commissiom in the
compeny’s anmmal reports, and for the calendar years 1923, 1924 snd

1925 have been us follows:
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Operating revermes . . .
Operating expenses . . .
Ket Operating Revemmes .
Tncollectible revermes .
TOXOSe o o o o o = = = « 6,508.5% 5,900.06 5,737.80
Deduetions from net opera

TETOLES o 4 + o o 7,243.95 6,876.80 5,737 .80

Operating income . . . . 322, TILEY B a5t L, 45556
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Jon=cperating income: '

Miscellaneous rent reverwe . - &B75.2.0 -

Dividend reverxieS. . « . » o 691 TeT4 -

Int@res't revemQSQ *» = o o o 509.92 152-44 -

¥isc. non-operating revenues - 49 276

Totel Non=operating revemmes 31685 IS FONE
GI‘OS?» Income’ . 3 2 0 4ilS o o 280 Bk

The property to be sold consiets, in general, of
excrange, TOLL and farmer line tolepbone plants and systems; '.!.an&s,
tuildings, easements and rights-~of-way wpon and in waich the same
gre nsinteined; and all of the telerhone Lranchises, business and
good~will, including the company's 'télep'hone excranges at
Calistoge, Healdsburg, Gumevilie, Lakeport, Sonoma, Middletomx
and Potter Vslley, the land and buildings at Calistoga and
Eealdsburg, wpon and inm which the Calistogs and Healdsburg
exchanges are situzte, ond the suburban telephone limes and

roperty out of Cloverdale, Geyserville, Sante Rose snd Sebdastopol,
axnd all neterials and supplies on hand for use exclusively In the
telephone business. £ valuation of the physicael properties,
mede by engineers of the purchasing compeny, was f£iled im the
proceeding, as Exhibit "1", and shows the estimaeted reproduction
cost, as of September 30, 1925, at $5488,366.96, tho estimsted

condition percent at 76.7, and the "gppraised structural value™




at 3374,574. To this latter figure sdditioms and betterments
of 51,410.00, made during the period from October 1, 1925 to
December ZL, 1925, are sdded, tringing the appraised structural
velue, ag of December 31, 1925, uwp %o $375,984.

& copy of the ogreement between Californis Company and
Sacramento Comveny is f£iled with the application as Exhibit "A".
The instrument is dsted September 27, 1926, and provides for a
totel payment for the properties of $400,000.00, based upon the
valug of such proverties on Jammary 1, 1926, plus, or mimme, ax
amonﬁt equel to the value of net add.it’ions 1o, oOr déductioﬁs Lrom, .

the vroperties dbetween Jaxmuary 1, 1926 and the date of delivery

of the deed 0f conveyence. 0L the proposed yarci:w.ae price,

$300,000. ic payable in cash uwpon the delivery of the cfee& of
conveyance, subject to adjucstment for additions to, or deductions
from, the properties subseguent to Jammary 1, 1925, axnd £200,000.
by & promissory note paysble two yeosrs after dete of lssuo,
without interest, and grerantoeld by The Pacific Telophone and
Telegraph C:ozrpw.

Sacramento Company, the vurckasing company, is engeged
in the general telephone business in tke comnties of Glexn and
Tehans, & portion of its terxitory being contiguous to that
served by Californiz Company. The company iz controllied Through
stock ownership by The Pacific Telephore and Telegraph Coxpany vhich
is reported to own in excess of ninety-eight pexrcent of its out-
gtanding stoclk. The RPacific Toleprone and Telegraph Coxpany
will advance to Secremento Company the $300,000. needed to make
the cash payment under the agreemert with Californiza Company, &axnd
hae agreed, and acke permission, to guarantee the note to de

iscued by Secramecnte Company to complete the tranzaction.




The balance sheet of Sacramento Company saows Its
essets axd liebilities, as of Lugast 31, 1926, as £ollows:-

ASSETS: '
Fixed capitel . . .. . . , , $474,752.85
Cash znd deposits . . . 2,599.77
Accounts receivadble . . 10,905.77
Yaterials and supplies. 4,637.58
Prepoyments « « . o - . 2,269.98
Other defexred debits . - 11844

\ 'y »
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LIABILITIES:
capﬁa atOOK [ ] » L] » [ ] - - - - - m%.m.w
mdﬁ debt . - - - L J -» - - - [ ] - L lQO’W.w
Alvances from system corporationa . 257,000.00
Billes payeble. 99,000.00
Accounts payeble. - . o < . . . . . 63,243.82
Scerued liabdilities not due . . . . 12,053.21
Reserve for accrued depreciation. 2,285.55
Reserve for amortization of intangidle capital. 496.00
Loge from operastiorn since December 31, 1925 o 35,162.66
DefiCit - -» -» - - » - - - - - - - - - L4 - - » - 287 m.ss

Total Tiabilities. . . . L4095 TEA.DY S ZBL.

We have given consideration to this application and are
of the opinion that pudblic convemience and necossity will be served
better by the transfer of the telephone properties to, and the
operation thereafter Dy, & corporation engaged solely i.n the
telephore bueiness. In passing on the syplication, however, we
have considored the proposed.'pn:chase price of £400,000. only as
the comsideration asgreed uwponm by the tvo parties to the tramssction
and Lx authorizing the transfer of tre properties et thot price we
are 0ot t0 be wmaderstood as making s firding of value of suck
properties to be used a3 the basiz for an order fixing rates or
pexmitting the issue of securities or £or axny purpose other than
this transesction. Although peormitiing the sale of the
propexties upon the terms Iindicated in the agreement of September
26, 1926, the Commission reserves the right to determine, in thiz
or in any subhsequent proceeding, the smount of the purchase price

that may be charged to capitsl accounts. It i3 of record that




the porchaser does mot contemplate any charge at this time iz the
rates, rules and regulations of Californiz Company.

Application having been made to the Bailroad Commission,
as indicated in the foregoing opinion, & yublic hearing having
been kheld before Examiner Psnkhauser, and the Railroad Commission
being of the opinion that the application chould be granted as
horein provided and that the money, property or labor o Pe
procured or paid for through the issue of the $100,000. note is
reasombly recuired by Sacramento Valley T-elepﬁcne. Compary, one

of tre applicants herein, for the purpose specified hereoinm, snd

thet the expenditure of the $100,000. is not in whole or in part

reasonably chargeable o opcmting expense or to income,

IT IS EERERY ORDERED &as follows:—

2. Celiforrie Teleghone snd Light Company may sell end
convey to Sacramento Valley Telephore Company the
properties described inm the agroement, dated
Septenber 22, 192‘6, a copy of wrickh is attached %o
the application herein as Exhibit "A", and
Sacramento Valley Telerhone COmpa.n&' im.y purchase
and ecquire such properties, such sale and purchase
0 be in accordsnce with ard under the terms and
conditions of snid sgreement.

2., California Telephone and Iight Compeny may, wpon the

| transfer of itz properties to Sacramento Valley
Telephone Compeny, a&s herein permitted, cease




furnishing and supplying telephoze and
telegroph service in the territory in which it
now furnishes such service, provided that
Sscramento Valley 'L’elephonc; Company mndcertakes
the furnisaing of such service upon acquisition
of The properties.

3« Sacramento Valley Telephone Company may execute in
favor of Californis Telephone and Light Company
its promissory note in the principél amoant or'
$100,000.00, vaysble two years after date of
issae, withount interest, to psy in paxt the cost
of the properties herein aunthorized to be
transferred.

4. The Racific Telephone and Telegraph Company xay

endorse and become the grarantor of the #200,000.
note waich Sacramento Valley Telepnaone cbmpaw is

herein authorized to issue.

The suthorlity herein granted iz subject to the
following conditicns:i~
(a} The consideration being paid for the properties
- herein suthorized to be transferred shall
not be urged as o measure of valne of s2id
propertiea for the purpose of fixing rates,
isgning securivies or any purpose othor
than thics traxafer. | |

(bl Secramento Valley Telophone Company within

thirty (30) days after the ascquisition of

sald properties chall £ile with %he
Commission a cortified copy of the deed or




L1l of 3sle or other instrument of con-
veyance ander which it acquires title to
seid properties.

(¢} Sscramento Volley Telephone Company chall keep

~ such record of the Lssue of the note -

herein suthoeized asvwill,enable it to

#5le, within thirty (30) da2ys theresfter,

a verified report, as réquired by the

Railroad Comiscion®s General Order No. 24,

which oxder, insofer ae applicable, is made

a pexrt of thic oxder.

Cd) The authority herein granted Sacramento Valley
Telephone Company o issue 2 note will
become effective when Sacramento Valley
Televhone Compeny haz.paid the fee pre-
scribed by Section 57 of the Public
Ttilities Act, which fee i3 One Hundred
($200.} Dollars. In other reaspects the
suthority herein granﬁe& will become
effective twenty (20) days after the date

hereo?f.

DATED a% Sen Frencicce, Csliformie, teie  /F ?-(

day of Nbvembhr, 1926.
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Commissioners,




