Decision No. 211ind

BEFORE TEZ RAILROALD COLISSION OF THE STATE OF CALIFORNIA

In tke Matter of the Applicetion of
RIQ VISTA TELEPEONE & TRIEGRAPH COMPANY,

)
)
|
to sell 1ts telephone end telegrapl sys-)
tem t0 Public Utilities Califomia Corp-)
oration, & coryporavion, and of Pudblic )
Ttilities California Corporation to )
acguire and operate said system and %o )
issue sixty thousand three hundred )
eighteen ($60,318.00) dollars per vulue )
of its capital stock in comnection witk )
the acquisition thereof. )

Application No. 15441

Qrrick, Palmer &.gahlquist,
Py R. 7. Palamer, for epplicants.

George West, in propria persone.

3T T COlXSSION:

2INION

In the above entitled matter the Reilrosd Commission
is asked to noke its order spproving the transfer of the properties
of Rio Vista Telephone & Telegraph Compeny +o Public Ttilities
Califoranie Corporavion, =ané the acquisition and operation of said
properties by Public TUtilities California Corporation, and authori=
zing Pub;ic Utilities Californis Corporgtion to issue $60,318.00
of {ts common capitel stock in connection with the zcquisition of

sald properties.




Rio Viste Telephone & Telegreph Company is engaged in
the business of supplying telephone éervice iz and ebout the City of
Rio Viste, Solanc County. It is reported in Exhibit "A" that its
properties iaclude & one section Xellogg sirgle position; %wo panrel
switchboard, ultimate capacity 150 nmagneto lines end one additional
homemede section of S0 magneto lires mounted or one side of the
standexrd section. All of the line and cord circuits are fully
egquipped and in use. The outside exchange plent comsists of 120
poles, 1l1.5 miles of gelvanized iron wire and 7,420 feet of cabdle
renging in size fron 25 to 200 pairs. Forty~Lfive of the poles
ere jointly owned with Great Western Power Compeny of Celiformla
and Pacific Gas and Zlectric Company. The outside toll plant
consists of 1,151 poles, 204 miles of galvanized iron wire and
88 nmiles of copper wire. The compeny hes toll connections with
The Pacific Telephone and Telegraph Company and Delta Telephone and
Telegraph Compeay. As of September 30, 1928, the station
apparatus was reported at 150 well telephones, 132 desk telephones,
1l wall extersions and 12 desk extensions; a total or 305.

In annuel reports filed with the Commission, Rio Vista
Telephone & Teiégraph Cormeany has reported its gross operating
revenues Tor 1926 at £15,379.30, for 1927 at $16,156.37 and for

1928 at $16,604.95. After deducting operating expenses, taxes

end depreciation, it has reported its operating income for 1926 at

$3,208.86, for 1927 at $1,976.27 and for 1928 at §3,013.73.

Its assets and lisbilities as of December 3L, 1928,




have been reported as follows:-

ASSETS:
Plant and eguipment . . . . . e v e o J$39,601.34
Current assets. . . . . . . . <« - & . .. 2,518.11

Total Assets . .$42,118.45

LIABILITIES:

Capital stoek. « . . . . .520,750.00
Current liadilities. . . ..10,364.92
Reserve for depreciation . 1,507.15
Other credit items . . . . 3,810.98
Corporate surplus. . . . . 5,688.40

Total Lizbilities .$42,119.45

The application shows that on February 1, 1829,
7. B. Foshey Co0., the owner of all of the outstanding stock of
Rio Vista Telephone & Telegraph Company, entered into an agreement
whereby it agreed to czuse the transfer of the properties of
Rio Vista Telephone & Telegraph Coxzpeny (except cash and bills and
accounts receiveble) to Public Utilities California Corporetion,
free and clear of indebtedness for §60,300.00 of common capital
stock. |

Applicants teve filed, as Exhidit "A", a report of an
appralisel of the properties of Rioc Vista Telephoﬁe‘& Telegraph

Company, prepared by The Loveland Engineers, Inc., showing estimates

as of September 30, 1928, of the value of such propexrties as Tollows:-

Reproduction ¢o8t « « « + + « « - . . . . 580,377.00
Reproductlon cost less depreclation .60,318.00
Historical reprnduction cost. . . . 535,672.00
Eistorical reprcduction cost less

depreciation . . . . . . . . . . 42,888.00




Mr. Joseph Weithman of the Commission's engineering
departument elsc submitted & report of an eppraisal or the propertles
in which he estimated the historicel reporduction cost as ol
September 30, 1928 at $44,161.00 and the historical reproduction

cost less depreciation at $33,414.00.

The Commiscsion hes repeatedly held that it would not

recognize either the reproduction ¢ost new or the reproduction cost
new leés devreciation of properties as a basis for the issue of
securities. In our opinion the issue of securities should be
based on the cosf of acquiring arnd constructing the propertlies
inclvuding present value of land. If the properties, as in this
instance, are not new, allowance should be made for depreciatlion.
Two estimates of the historical ¢ost of the properties depreciated

have been submitted. They are as follows:=

3 TEE
LOVEZLAND 3Y MR.
ITEN INGINEERS INC. WAITHMAX

Physical properties . e e . $33,888.00 $31,799.00
Orgenization and nroliminary .
‘ BXPERSE. v« + o o o o o . « 2,500.00 1,500.00
Franchise . . . . ¢ « « .+ . .« . 500.00 - 115.00
Going concern value . . . . . « 6,000.00 -

T O T A L e s $42’8%.oo 333,414.00

Analysis of these estimetes of the value of the
physical properties shows thet differences exist in the allowances
for overheads, in the inventories end in the treatment of office
furniture and fixtures. The sllowances for the intengidle items
appear to be estimates only, with the exception ol the $115.00
assigned to frenéhise by Mr. TWalithmen, which, accordins'tovthe




testimony herein, represents the emount paid by the compeny,
elthough it is not clear if this sum includes incidental expenses
in ¢onnection with the acquisition of the franchise.

wWe 4o not regard the glleged going concern value of

$6,000.00 as an item thet should be capitalized through the issue

6: stock. Excluding the £6,000.00 from the company's engineers?

estinmate, leaves a total of $36,888.00 as compered witﬁ the
Commission's engineers' Iigure of $33,414.00. It appears to us
that the Cdmmission's engineers® eétimate should be increased
slightly end efter giving full consideration to the record we will
authorize the purchasing compeny to issue not exceeding $35,000.00

of stock in acquiring these properiies.

Application having been made to the Railroad Commission
for an order authorizing the transfer o2 properties and the issue
of $60,318.00 of stock, & public hearing heving been held beZore
Exaﬁiner Fankhauser and the Reilroad Commission being of the
opinion that the trensfer of the properties should he granted as
berein provided, and <that the izsue of £35,000.0C of stock 1s
reasonably recuired for the purpose Speéiried herein, which purpose.
i{s not in whole or in pert reasonebly chargeadle to operating

expenses or 1o income,
IT IS ZEREBY ORDERED thet:-

(1) Rio Vista Telephone & Telegreaph Compeny mey

rensler ell of its properties (except

S.




cash and bills and accounts recelivadle), free and
¢lear of indebtedsess, to Pudlic Utilities

California Corporation.

(2) Public Utilities Celifornia Corporation mey acquire
end operate said properties and issue, in payment
for such properties, not exceeding $35,000.00 of
its common cepital stocke. |

(3) This spplication insofer as it iavolves the issue of

$25,318.00 of stock is denied without prejudice.

(4) If Public TUtilities Ceslifornia Corporation acquires

the propertles of Rio Tista Telephone & Telegraph
Compeny, i% mey charge %o 1ts fixed capital
accounts not exceeding $45,747.00. I 1% pays
more thexn $35,000.00 for such properties, it must
chexge such excess to 1ts corporate surplus
eccount.
euthority hereln granted is for the purpose or
this proceeding only 2nd is not to be considered
as fixing & velue for said properties for any
purpose other then tze trensfer and issue of
stock herein authorized.

(6) Public Ttilities California Corporetion skell file

o with the Reilroad Commission within sixzty (60)
ddys ver ecquiring +the propertiesu:ercrréd fo
hereir, cortified copies of the deed, or deceds,
of conveyance, & stotement showing the exact

date upon whick £t ecguired the properties and




& report, or reports, as required by the
Commission's Generel Order No. 24, whioh order,
insofar asrapplicable, is made a pert of this
oréer.

(7} Rio Tista Telephore & Telegraph Compamy within 60

o (sixt?) deys ofter trensferring its properties,
é,he.ll :;.‘ile with the Commission, & report cover=
ing its operations from January 1,1928 down to
the date of iransfer, such repoxt to be prepared
on the regular ammuel report forms prescribed
by this Commission.

(8) The authority herein granted will become effective

ten (10) days from the date nereof.

- /<

DLTED et Sex Francisco, Celifornie, this )7
dey of Zé& e 9}

, 1929.
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Cormissioners.




