le "v'.

Peciston No. _ PEUTE ’E JSEMBN[%{L

EEFORE TEE RAIIROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
EEL RIVER AND SOUTHERN TELEFPHONE COLPANY,)
a corporation, to sell iis telephone )
system to Public Utilities Californisa )
Corporation, & corporation, and of )
Pubiic Ttilities California Corporation )
)
)
)
)
)

,-.\-

*

to ecquire and operate said system and
to issue Thirty Six Thousand Eight Eun-
dred Dollers ($36,800.00) per value of
vs capitel stock in connection with the
acquisition of seid telephone system.

Application No. 15651.

Orrick, Palmer end Dehlquist, by Hillyer Brown
and Christopher Jenks, for applicant.

BY THE COMMISSION:

CPINION

In this procéeding the Railroad Commission is asked
to enter its order approving the transfer of the properties of Eel
River and Southern Telephone Company to Public Utilities Celifornia
Corporation, approving the acquisition and operation of said proper-
ties by said Public Utilities California Corporation, and authorizing
sald Public Utilities Califorunia Corporationm to issue $36,800.00 par
velue of 1ts common cepital stock in commection with the acquisition

1

of said propertiss.

Tel River and Southern Telephone Company was organized
in 1910 with an eutkhorized capitel stock of $20,000.00. Stock in
the amount of $10,550.00 is reported as outstanding. It is of record
that all the company's outstending stock is at this time owned by
7. B. Foshay Co. The compeny furnishes continuous telephone service
to the City of Ferndsle, as well as surrounding suburben end rural
territory. The toll telephone and telegraph service is rurnished‘
over the lines of The Pacific Telephone and Telegreph Company through
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an operating agreement. The central office equipment consists of a
two panel Kellogs magneto switch dboard of 300 line capaoify with 150
lines equipped and 140 lines in service. The exchange pole lines in
Ferndale consist generally of -tapered redwood poleé witk oross arms,
while the suburban lines are mostly with 4" x 6" poles with either
¢ross arms or bracket pins. Precticelly all cifcuits consist of
baxre gglvanizod wire of No. 12 and No. 14 geuge. The compeny has 95
business and 417 residence subscribers, ﬁaking a totel of Sl2. It
hes 482 wall and 47 desk telephones, 16 extensions and one paystation.
Tts miles of exchange wire are reported at 323.245.

bn appraisal of the properties has been submitted by
The Loveland Engineers, Inc. and by the engineering department of the
Commission. The Loveland Engineers estimate the reproduction cost
new of the properties as of September 30, 1928 ax-$57,701.00, and the
reproduction cost new lo ss depreciation at $37,087;00. They estimate

the historicel reproduction cost of the properties as of September 30,

1928 at 536,480.00 end the historicel cost less depreciation at

$24,707.00. The engineering department of the Commission.estimates
fhe historical reproduction cost of the properties as of the same date
at $29,571.00 and the historical reproduction cost new less deprecia-~
tion a% %17,791.00. The principal element of difference between the
two appraiseals, as far as the estimated histqrical reproduction cost

of the properties is concermed, eppeers in the items ellowed fLor in-
tengivl.e capital. The Commission's engineers allow $275.00 for or-
ganization. The Loveland Englneers allow $1,000.00 for orgenization
end preliminery expense end $5,000.00 for going concern velue. The
Commission's engineers submitted no figure to represent the goling con-
cerp: velue of this property, if eny such value exists. It has been
the practice heretofore of the Commission not to recognize &uy going

concern value in proceedings o this nature. There is no evidence
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submitted which werrants a departure from the policy heretofore fol-

lowed by the Commission and we will therefore not recognize any going
concsrn velue as being inherent in these propertles for the purpose

of dotermining the amount of stock which the Public Utilities Celifornia
Corporation should be permitted To Issue in payment for the properties.

Te heve considered the evidence submitted in this pro-
ceeding end are of the opinion that the Public Utilities California
Corporation should be permitted to issue not exceeding $19,000.00 par
velue of its common capital stock in peyment of the proﬁerties which

" 4% is herein authorized %o acquire. The reports of the engineers
clearly indicate that certain parts of the pfoperties have been de~
preciated to an extent that replacements snd recomstruction must de
undertaken within the near future. To permit the capitalization of
the properties on the basis of historical cost new and later permit
the issue of stock to reimburse the compeny's depreciation reserve
in order to enable it to make the replacemeﬁts would result in an
over capitalization of the propertles which is unwarrenteq.

There seems to be scme uncertainty abdout the owner=-
ship of some of the telephone lines now being operated by the Eel
R{ver and Southern Telephone Compeny . Originelly certain subscribers
erected poles and in same cases provided the wire, while the compeny
instalied the instruments and operated the eircuits. The appraisels
subtmitted cover all the properties which the ¢cmpeny is now operat-
ing. If it develops hereafter that not el the properties which are
{ncluded in the appraisals will be transferred to Public Utilities
Celifornia Corporation, the emount of stock which the compeny mey
issue in psyment for the properties shogld be reduced proportionately.

ORDER

Tel River and Southern Telephone Compeny kaving asked

permission $0 sell its properties to Public Utllities California




Corporation, and Pudlic Ttilities California Corporation having asked
permission to acquire such properties end to issue $36,800.00 par
value of 1ts common capital stock in payment Tor the properties, -a
public hearing having been held bdefore Ixaminer Fenkhauser and the
Coxmission being of the opinion that the transfer of the properties
is in the pudblic interest and that Public -Utilities Czlifornia Cor~
poration should nmot issue morec than $19,000.00 par velue of its
common cepital stock in peayment for such properties, and that the
momey, property or labor to be procured or pald for by the issue of
the $19,000.00 of stock is reasonabdbly required by applicent, Public
Utilities Celifornia Corporation, amd that the expenditures herein
authorized are not in whole or in part reasonably chargeable to oper-
ating expenses or to income, and that this application, insofar as

1t involves the issue of $17,800.00 of stock should be denied with-
out prejudice, therefore,

IT IS HEREZY ORDERED as follows:-

1. Eel River and Scuthern Telephone Company may, oﬁ
or before December 31, 1929, sell and transfer its properties des-
eribed in this gpplication erd more particularly iz Exhibit "C™ filed
in tkis proceeding, o Public Utilities California Corporatién; which
is heredy authorizéd to ecquire such properties end operate the seme.

2. Public Utilities Califorala Corporation may 1ssue'

at not less than par on or before December 31, 1929, $19,000.00 per

value of its common cepital stock in peyment Lor the aforesaid proper-
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ties.
3. This application insofar as it involves the lssue |

of $17,800.00 per velue of common capiltal stock of the Public Utlilities
Celifornia Corporation be, and the seme i1s hereby, denied without

prejudice.

4. Public Utilities California Corporation, if it

acquires the aforesald properties, mey charge to its fixed capital
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accounts an emount not exceeding $28,571.00. IL it peys for said
roperties more then £19,000.00 par velue of its common cﬁpital stock,

it must charge the difference between the $19;OO0.00 and the price
.peld, to 1its corporate surplus account. |

S. Tithin thirty days after the acquisition of the
properties of Eel River and Southern Telephone Company, Public Utilities
Celifornia Corporation shell file with the Ralilroced Commission a cer-
tified copy of the deed by which it acquires and holds %title to said
properties.

6. The authority herein granted will become effective
ten days after the date hereof.

7. Public Utilities California Corporation shall, within
thirty deys after acquiring the aforesald properties, file with the
Railroad Commission for approval, a copy of the bookkeeping entries by

means of which it records the purchase of the Eel River end Southemr

Telephone Compeny and the distribution of the purchase price to pri-

mery sccounts, and shall elso file with the Railroad Commission reports

Cruhrres m,,,,
as required by the Commission's Generel,No. 24, which order, insofsar SETN

as applicable, is made a part'or this oxrder.

DATED at Sen Framcisco, California, this _/,S% “~ day

o2 September, 1923.
s B/
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Commissioners.




