In the Matter of the Lpplication of
NIVADA, CALITOZNIA AXND CHECCON
TELECRLFE AND TELEPHONE COIRPANY
(2 corporation) for authority to
transfer 1ts Telephone properties
and business to Public Utilities
California Corporetion, and for .
authority of Public Utilities Cal~-
ifornia Corporation to =zcqguire ssid
teolephone properties =nd dbusiness
and %o issue In consideration thereof
sheres of its common capital stock
or the zggresate var vulue or
©:375,000.00."

CApplication No. 14952
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Orrick, Pelmer and Dahlguist, by Hillyer Brown,.
for cpplicants. ‘

3Y TET COLLSSION:

OPINTION

Lpplicants in this proceeding osk the Railroad Commission.

to enter 1ts orxrder authorizing the Nevela, Californiz und Oregon
Telegraph end Tclephone Company, hereincfter sometimes.rerer:ed #07

as the Telephone COmnany; to transfer it«*propérties;‘:tanchiﬁes and‘
businesu to vhe Pudblic Ttilities Californi 2 COrpo~ation; and §er4 '
witting the latter to accu¢re vhe propertieu, frandhiues and basine

of the former. Applicants further esx the¢Comm_ssion to “uthqrize

the Public Utilities Caiirornia Corporation tc'issue'and dciiver %o
the Vévada Califania and Oregon Telegraph and Telephdne‘Company,” -"
or 1t nominees, 5875 ,000.00 par value of its common capital stock |
and to cssume and agree to pay all of the lia‘bilitie0 end oblis&tion*igw‘
or §§id Nevada, Celiforsia ond Oregoz Telogxaph and Telenhone compan*

ot the date of the transfor of the provertics.
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The Neveda, California sné Oregon Telegraph end Telephone

Company was incorporated in 1510 under apd by virtue of the laws of
Yevada. In 13914, pursuvant vo the authority granted in Decision
No. 12062, dated February 7, 1914 (Vol. 4, Opin;ons and Orders of
the Railroad chmiggion, page 168) it acquired the proper ties of
the Califormic and Oregoaneleg:aﬁh Company #hd the péopertieu ot
the Califormia Northern Telephone end Telegrabh Compdny; In 1928
1t acquired the properiles ope*ated under the name of the Bass Tele~
vhone Lines (Deciszlonm No. 20046, dated July 16, 1928).-

The Telephone Company uoday fuznishes exchange telephone’
service, toll telephone service and telegraph uervico. The major
portion of the compuny's exchhnve property is located in Susexnville :.
zad Alturas. It is eported that the uuaanv*lle exchange cons;*ts..
of & menvelly opersted, common dattery, two position Federal,awitchf
board, connected with the exchenge aerial wire throﬁgh‘aﬁsmal; dmbu:m .
of underground cable and & considerable smount of aé:ial ceble. Tﬁé:e")
are 574 stetlons with three nrivate brénch‘exchanges, two intercommn-
nicating syutemg, epproximately 309 POl&u and 46 miles of exchange
aerial wire in this exchonge. The Alturas exchunge consicts of a’
menvally operated, common bdattery, Two POs sition Kellogg ewitchboard
.connectea with the exchange aerial wire through a Very, consiaerablo
amount of aerial cable. There are 211 “tatione with approximately
;;427 poles and 27 miles ol wire in this exchemge. In addition o .

" the avove exchenges, the company bas exchange “:ea-'at Greenville,

" rescent Millc, Keddie, Doyle, Ravendale and Fort T-’:deell. smell
switehboards ere locaved av r‘ed.\.::"xriil.le Conctan ia, Chester, mune_al,fw

Taylorsville and Montgomery Creek, anu‘switching,gpparatus is yrov-“'
ided’at many of the toll stations so that conmections mayAbe made.‘

‘with Forest Service and farmcrs'.;ines. |




Tae toll system of the Telephone Company connects witk the
toll lines of The Paciric Telephone and Teleg:aph Ccmpany at-rive
different points, namely; Fero, Fevada,Guincy, Red Blufl and Bedd1n3,~ 
,California and Laxeview, Oregon. . |

The compuny owas la,OOO poleo and approximately 1300 milew
of wire which sre used for toll purposes.  Practically ell througk,
toll cireuits are full meuallic and over 67 percent of &1l toll wire,
is coppér. "~ The .elebraph dﬁp&I&th is operated oy the ccmnanj ove*
its telephone lines from Reno, Neveda, through Altures to Lakeview, |

Oregon, 2lso over its 1lines to Red RBlurt. Connectiong»_re made '

1th the Westerm Union Telegraph Company's system at Remo, Nevada,,

end et Red Zlurf, Califdrnia. ALY otheé telegraph.busihcss is
transacted by telephone. | .
The operating reveaues of the Telephoﬁe“Compgn& ror‘lgzé are
réported at’$76,726.55, of whicn.$55,260.17 wes obtained from |
"nessege tcliv”.' Tor 1927 the operatiﬁg feveﬁues are rcporte¢ at
85 ,303.28, of which ys Ol .85 was obtalned from‘ﬁme?sage tollsﬁ.
Figure Tor the- calendur year 1928 sre not yet available.' Apylié&nts
in Exkidit No. 3 report the operating revenus for the year endingul
Avgucst 3L, lgze‘ét $92,342.62. Tﬁiz ezhibit does,néf Segre@afo
the revenue'between toll ané exchange business. Tne'abové figures

-

do not 1nclude t“c revenues of the 3acse Telephone'Lines.

fﬂ The income avellcble for interes st, dividends or surplus is,
in Ixhidit No. 3, reported at 27, 767.65.  The ces:mony:o: F. T.
Yeyes, mazager of the Pudlic Utilities Califoraic 'Corpomtion, w‘b;o;
presented mxhi it No. ¥, is s0 general that one cannov deteﬁmine |
wivn any degree or accuracy-ﬁhothor h*s estinavte o. net *ncogeif,r

CO'.’.‘.» ecta ’




Lipplicants have filed o valuation (Exhibit C)‘of the properél
tles of the Telepﬁone Companyﬂincludiﬁg the Bass Teiéphone Linés,v
preparel by The Loveland Vn@ineerw, Inc. They submit en estimate
o< the renroduotion cost new, reproduction cost new depreci ted,
end the original cost of the propc*uieu, ag of Jure oO 1927, and

rave summarized their estimates es follows;=-

-?eproduction Repxoduc.ion
:Cost New :Cosg¥t Depre~-
‘ c;ated

;m”metn'~~-

Orgazization and dreliminery
CXDONSG &« & . & & . .
Cost of uweguiring fraxnchises

Coing CONCEINR +» « o« o « &
Opereting rie;htv and cgree-
ments: -
evada-”ulirornia-Oregon 2y:
Vo*t Didwell-Tillow Ranok
~ead Rights . . . . ..
‘Aights on poles of Pacific
Cas end ZElectric Company
.- Totel int“ngibleu.......
TLINGISLES:
T Pbhysicalk. properties L
Nevada, California and Ore-
_gon Telegravh and Tele~
phone Compery . . . - s 292,211,
zess .:%ephoncb:ineg . .. 23J654.
Total tangibleS...a... ¥ 519,865,

" CRAND TOTAL.eceaass “ﬁ'ZE?fIIS.

2 12,000.
4,500,
%8,000.

5. 12,000.
4,063,
38,000,
38,750.
1,000.

15,000.

38,444 .
1,6¢0.

15,000. .
¥ 108,507-

- 28,750.
1,000.
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*he‘valuation'd*vieion ol the Comﬁis?ion'é-enginéerins de-
partment has excmined the report submitted by The,Loveland Hnginee.,, o
Inc. and estimates the historicalicost of the propertieu undepreciated

at 270,178.00 and the historicel cost depreciatod at | zzo,sxv.oo, se-’?*

‘gregated as follows ;=




Eotimated
EHistorical Cos=t o
Undepreciated Dopreciated .

ITEY OF PROPERTY
TNOANGLiOLE CAPLTALS
vrgandzation . . . . . . . . .
Franchises . . . . . . . . . ..
COIng COMCOYD = @ v o ¢ « o 2
Onerating rightss. « « « o o o
Nevada—California—Oregon Rallway
FTort Zldwell-Willow Ranch Loead
qigh‘to.'.--...-
Tights on poles of Pacific Gas
and Electric Compazy - - . .
Tot&l in angible......‘...
Phryesical properties including Base
Lines & & ¢ 2 o o o o o o o>
) Total.---.-...-.-.

2% 3,000.00

S  3,000.00
1.4 143.00 =

- 925'00' ’,j' -

a4k BE 20 B0

5,000.00
1,000.00

5 ,000.00
T4 ,929.00

205,592.00

s,ooo.oo'
1,000.00
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254 735 00

Thef;i° e substential difference between the two valuationg;’

Upoxn “nalys-s it will sppear, however, thg. the pr;ncipal aiT rerence
arises from the ~°sisnment of different values to the alleged 1nuan-

lgiblc itens of property.\ The uu@gest;on that the Telephone Company
or 1ts predecessors in interest havevexpended for orggn;zation,_pref  ‘
lim;na*y exponses and franchises “16,500 CO “the seme emount thaf'
night be expended today, were the prope*tieu buil* new, doe, not seem
reauonable. Te will allow f£or such purposo, vo 000.00. Tke Co L=
sion in other decisions involving tho ref;nancing of pro;ertie-

| acquired by Public Utilities Califo:nia COrpor&tion hes refused to‘,'
recognize ar alleged going concern value as s basiz foxr the'iésue ol
securities, The evidence submitted in thié procéedins does not .

| warrdnt-the Commission to £ind that any'@oin@fcoﬁcern velue atiaches
t0 the proyertiy. | |

Lo certain operating rights and ugreement, The Hove*and ynﬂi- L

_ neers, Inc. have ascigned a value of $54,750. 00, end the Commission’e'

ﬁ enginecers a value of $11,000.00. ° ”heue riguref cover three agree-
nents; one with the Nevade=Celifornia-Oregon Railway, one with the
Ur. husta Power Corporation, controlled. th*ough ,tock ownership by ‘
‘uhe Pacific Gus ,nd alectr;c Company, and one a;ving the *elephone
\COmnany certuinAr¢gnts on the Fort ’1dwell~WillOW'Pancn telenhonc

/] i

line. Xo copy or the last numed ¢urcemenx has been filed w;th the
S , ,




Coxmmission. The other Iwo agroements were filed.subsequent To.
~ the hearing?had on thisvappiication. ”hey grant %o thn mele-
phone-Compahy cer tain privileges and imposze upon 1t certain obli~- B
gations. It 2pyears to us that the values assigned 10 these._
sgreenents, as the record now atand,, bear no rela.ion to the
ovligations imposed upon the Telephone Company ox to the. privilegeu
granted to 1%.  From the record one cennot determine whether
the agreements cre en asset or a lidbility,'and we cannot,thererqro,
- ploce any value on the same. it applicantsldesire‘to submit‘ad-
G¢itional evidemce relative %o the v%}ue of the asreomenme, ve will,
T notified within thirty daygzrfrthe date hereor, set’ thiS-matte:
o ror-further hearing. |
In {t:s annual repor# for the yeér ending Décgmbér 31;1927,
tae Nevada, California and Oregon Telegrapk aﬁd,Teiephono'Company
reports 1vs assels and 1igbilities as ro*lowv--
L S S LTS
Tixed cupital installed since December 3L, 1912 .....7289,48~.67>
Cash and deposits . . L . L . . L 0 d e s s e e e . L 12,8L7.53
Znployees” working Zunds . . . . ¢ 4 4 e e 4 e 4 s 716.36v
Due from subseribers and agents . . . . . . . . 10,040.33%
Yiscellaneous accounts recelivable . . . . . . . 133.95

Naterisls and supplies . . . . . . . 5,038.26.

Unmatured interest, dividends and renty reccivabla ' 95.87
Deferred Cobit ;temy -

Prepayments ... o 0. . . o s e s s e s e s 243;86'
bnamortized dobt discoun Hnd OXDPONSE . . . . . 8,290.90

[n] .
&l & SBUS.---...-.-.-..‘ :;3§6_Lg§§.w'f‘

& 57,359.00
109,000 00 " -

Capital stock . . . .
Tunded dedt . . . . . .
Audited vouchers and wages unpal 948.83.
Subseribers*' deposits . . . . ~ 138.25
mivcellaneous accouvats payadle . . . . . . . 4£92.33.
letured inverest, dividends and rents unnaid . ’ . 2.40°
Service billed in advence . « . . . « « . . . . 822.03 .
Texes aceXUCd o« o o W v v 4 s o e s e e e e . os 1,561.13
Otzer acerued Liabilities not QU . .+ - .+ . . . o 2,172.00
Reserve for eccrued depreciation e e e = . : 67,088.44
Reserve for amortization of intangidble c'pital-c ' 7,157 .69
Surrlius invested since December 3L, 1912 in fixed - S
‘ ’ Cubi'ﬁ&l * & = @ « » ® o @ & ® & & 2,785029
Surplus invested in sinking rundu.. « o o8 4. S 1%5,971.67
Other surplus.reserved . . . . « . ¢ o ¢ & = » o » - 8,462.90
Corporate wurnlue unappropriauod e e s v e e s s e s _B55,081.97"
Totel ligbilitieS.caeaces BB ,8058.0%

S-
.
.
.
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Ir Exhidit 4" sttached to”the petition herein the assets
of the Nevaéa, Californis ond Oregon mele@ranh and Telephone Coxpeny
es of June 30, 1928 are rovorted at $481,059.53. The fixed cop-
1tal account was increased from $289,483;é7 on December 31, 1927 to
2480,217.82 on June 30, 1928. TFrom the ovidence it sppeers that
Ahe comvany revised 1ts balance sheet te refiect the valuatieﬁ‘dr\
s »roperties by The Loveland Zagineers, Tne. This was‘done
without oay authorization from the Railroad Commission, and in our
opinioh ie a0t in conrozmity-with the Uniform System.oriﬁeeouﬁxs
presc;ibed for telephone com.naniee by this Commission. The order a
herein w 111 require the melephone Compeny %o reo~-enter: on its boek~
ne. valuee appearing therein berore The Loveland fngineeru,;nc.

appraiaul ves recorded. = If the proeett;e of the Telephone Compuny
are eventually trensferred %o the Public Utilitie° Cali.c:nia Cor-
Poration, ,hat coxpany mu,t record the secme at 23 figure no* in/excess ol
of the amount of stock zuthorized herein plus the acerued deprecia—
tion. | ‘ o

Tnder the terms of an ngreement dated July 20, 1927 W. B. Foshoy
Company acquired the stock of the Nevada, Califern ia ené Oregon "cle—l.i
grapk end Teleyhone Company. Tae Commiesion is informed.tha* theye‘
paid 245, 354.34 for the stock and that the company's bonds have been
zetired at & cost of £115,956.92, naking a total of $B61,611.62. '
In eédition it is reported that the legal, udveryising and appr-ieal
expenses were more than %L5,000.00.

we have considered the evidence submitted in this ‘proceeding
ané velieve that ﬁhe tranefer 0T “he properties of the \evade, cal~
iforaiz and Cregon Telegraph and T lephone Company to the ?ublie

Ttilittes Califormis Corporation should be authorized. e 'ind That f

the historical cost mew of the properties, execlusive of any volue
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ossisned to the three operdting agrcemenks reforredlto above &5 of
Juzne 30; 1928 to be 5259,735.00 axé the hisﬁorical ¢ost Lesc depre-
ciation to be @210,074.00. The order herein will authorize the
Pudlic Ufilities Celizornie Corporation to issue 5210,100.00 of
stock in oaymenv fo* the properties.‘ L the Commission here&ftc*'i
2inds any value that should be assigned “o the throe opexating acree-
meats 4% will guthorize the iscue of additional stock. I Pudblic
Tiilitles Cal‘rornia Corporation acqui*es the propﬂrtios st mﬁy
ohérge to {tc ixed Cuﬁi al accounts’ as of Juno 30, 19~8 not moxe
than v...59 735.00, offset by v23.0,100 00 of stock and w49,665 00 of
accrueld deorocia lon. IL iv pays Tor the vrooort‘o. anc buoine
of the Tclephone Comp“ny more than the per valuo of the otocz he*oin
auth orized to be issued 1% must chargo ﬁho exces s'to\its surplus

acecount of t0 a\suspense aceount and amortize the same by charges

. to its survlus sccount within ten years. after the date of -

order.
The Pudblic Ttilitles Cali*ornio Corporation sks

scsume and agree O pay all of the liubilitioo and obligation,

the Nevada, Califiornie and Oregon Telegrapk and melephone Comp&ny -

the dase of the transfer of fhc properties. Thc Telephone: Com—ro 
penyts baiance sheet as of Juno 0, L928 sﬁow, current liab‘liuio- |
of 518,655 02 ané oocruod liabi’itie° o*'$l,é07;77, Therovig.
nothing in the record to ‘show the emount of the liabilit‘ s f‘ﬁhc
-elepgone Company‘at this date. Lcro*e Qranuina the purchaee* |
permission to.assumo all of the liabilities gnd obligationv of tho
Tolep hone Company‘as part. cons iderution for the proportie we be=
1ieve thet the Commission chould be furnished witk a recont belence
sheet of the Telephone Company showing'the‘amount of “he cur:ent

-8=




assets and lizbilities of such campany.

Application hoving been made to the Rallroad Commission
s order auihorizing Jevada, Celiforcis znd Oregon Telegraph
and Telgphdne Company to transfer 1ts prépertieg ané btuiness o
 the Publ:c‘vtilities Cdlifoznia’Coréggzgzgé?igu<%§é¢1332633?5 ,000.00 "
o? stock, & pudblic hearing hdving deen hold befbie ZTxzaminer Fank-
hauser and the Railrosd Commission being'or thé‘opinibn thaﬁ the
*daner ol the pfoocrtie* should be authorized ané that the Public
Ttilities California Corporation should be bozmitted to issue in .
peyment for suc* properties not more th4ﬁ £210; 100 OO of its ¢ comaon
capid ul ock ard that the issue of such stock iy reavongly ze-
quired ZTor the purpose herein specified, which purpose is not‘in ~
whole or in part reasonably choargeable to opéraiing-éxpénse or %o

income, therefore,

I7 IS HERSBY ORDERED AS FOLLOWS:=

1. Nevade, Californie ,nd Oregon melograph and melephone ’
Compeny may s' 11 on or before larch L, 1922 its properiies, Tram-
ehises and business %o the Public Utilities Califormia Corporation,
which is hereby authorized'to acquire and operate-saidiproperties;“

renchises end business. | - -

2. - Dudlic Utilitles California Corporation mey issue end

deliver on or before lfarch l 1929 in vayment for such nropertio
nov exceeding $210,100.00 par’ value of its coomox. capltal stocke.

3. Public Utilitles Ca_iro*nia Co*poratimn,lﬁ 1% accuireu‘x
the crorescid properties and ouuincwg, ney charsg %o its 1zed capi-
tz2l accountz not more ~hen 7259, 735. 00 plus the actual cout or ad-
dit;ons and bcttcrmcntv made eafter Jume 30, 1928._ *r 1% paye ror
the properties and business &s of Iune 30, 1928 nore than the par

G




value of the stock herein or herealter authorized to be izszued, 1%

must chaxge such excess to its surplns_accouhx or to a suspense ac;
count end emortize the same Dy eharges to its surplus account Withi

ten year° after the datc o this order.

4. Nevaésa, Californis and Oregon Telegranh and Telephone

Company shall, within sixty deys efter the date hereol, revise its ac-
counting records so that they will show the cost of i%ts assets |
prior to the date on which such accountins records were changed

Lo refllect the'appraisal of the company's properties oy The/Lovélana’
‘ﬁ gineers, Inc. ‘ |

5. Public Utilities California Corporation shall file with

the Commission within sixty deys after the’exeéution of the deed or

deeds wader which it cequires title to-tne_propcfties of the Nevada,
Californiz and Oregon Telegraph and Tolophone Company & certified
copy thereor;‘it shell also file a statement shéwing the exabt date
on whiéh it took posse sion of the provertieg end’ beg&n to operate
therm, and 'a report of the issue of the stock, &s recui*ed Dy the .
Comaiscion's Gereral Order No. 24, which order insorar es applicable,
15 mede o part of this order. | | .
6. The‘authcrity hetein granted will beccme cffective ten

days after the date hereof. |

DATED 'at,San Francisco, Cali.nornia, this ZQ day of .Ta.nuc.ry,
1920.

~C omm.L > .'LOD.GI'




