
Deci:icn NOe ____ _ 

=~ ;p ACI~I C TZ.iE...."'!-:O~:;:s i':';-;J) ::!.:E!G:R..'J.:P!-i 
COi!:2.C0r! for ~ order. ;"lU thorizing the 
transfer a.."'ld asaign:tnent of. 1:\' frrmcb.ise 

Application ~o. 1440. 

,tUld. for :3, Cel." tifieo:te -:hn.t :i?ubl:l.c 
convenience :).nc!..neceo3:i.ty require 
e7.crciae o~ ouch frQnchize. 

ZAO~S) ~eedy and ~anaean for ~~y Citiee Rome 
Tele~~one Co~~~~y. 

?illebury, ~adizon and Sutro for ~Ae Pacific 
Telephone ~d Telez:a~h Company. 

'Percy v. Long, C~ity l~ttorncy~ for City. an~: County 
of S~ :Francisco.. . 

Daniel O'Connell in p,ropria persona • 
. . 

CO~I SSI01~ .. 

OP!1(ION' • - ..... -~ ....... -
Thi3 io an ~pplic~tion by Eay Cities ~ome Tclc~hone 

Com,any for an order ~uthorizins the tr~ln~fer to The Pacific .' . 

=el~:;>hone a.."'ld. '!:elegrapll.· Com:p~y o~ $. fra.nc~'liBe ~o.nted on october 

3, 1906, by or,dirltmce l'io. 75 (!1cw Series), o'! til? City .'lnd. Count:! 

of Sa."'l Francisco, one. of Th.e :?:).ci~ic Telc!,honc a.nd Telegraph 

Co:np.'!\.IlY for 0. ce:-tificate declaring thQ.t the ,u'blic convenience 

~d r.ece23ity re~uire the exerci~e by The Pccitic Telep~one and 

':elegraDl'l CO~:9MY of ~aid. franchise. 

Or~inance ~o. 75 (~ew Series), of the City and County 
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o!" S!ln Franc1eco g:-an.ts to Home 'XeleX>Aone Co;m.:p~y of SM Proncieco 

0. f:'MC2'l.ioe to conctruct, m.a.intl3.in 7l.."'ld" o,er·a.te 1). telel'tlone ayetem . . . ' 

in t.he CitYMd County of $,I-)ll ::fran.cieco o.nd to ·ccn:::tru.c /", mainta.in 

'. 

3."lceo through, alone ond under :md in the ,u'blic atreetz, allcyo io.nd 

hizhways of the City c.n.d. County of Sc.n Pr!3Jlcisco for the J,)ur;oot:$e 

o'! tr1l.."lsmi tti:aZ sO\l.nd~ oisnru-s :;I,nd conve:-sation by mea..'1.8of elec-

tricity'o:- otl'lerWiae. !:b.e -;erm of the franchii'e i3,1"itty yeara. 
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The fr~chiee is granted on the ~ollow~ cond1t1ons~ 

1. ~hat the telephone systGm to be constructed undor 

the frsncb1se be eonstructed~ ~intained and operated 1n accordance 

with the applicable provisions o~ the statutes of California and 

o~ the chart or and ordinances of the C1t~ and County o~ San Frnn-
cisco. 

2. ~t work under the franchise e~ll eomoenee w1th1n 

four :clonths, and. tha.t thereafter, two.:.:m1111on dolla.rs shall be 

e~ended ~ const:uction work within twelve months ~ter the eom-

=encoment of work;· three million dollars with~ twenty-four months 

and four million dollars with1n thirty-six month$~ and thet the 

work shall be completed with~ three years after its commencement. 

3. Ihat 600 free telophones shell be s~plied to the 

City and County of s~ Francisco, and that the same will bo kept 
in good repair and working order during the te~ of the franchise 

without e~ense to the City and County of Sen Francisco, and that 

t7t:.e C1 t1 and County of, Stln Francisco shall, during the life of the 

franchise, have the use, without .oxpense to tho City and County 

o~ San Francisc~, of two continuous duets throughout tho entire 

le~gth of all conduits la1d by the Company. or its assigns or 

successors, 1'or the oxclusive use o~ tho fire alarm. f:tre pa.trol. 

police ala.rm end Department of Eloct:-icity se:r:v1ce. 

4. ~hat tho grantee of tho franchise;' .its successors 

ana. s.ssign$~' she.ll 'Pay to the City and County of San Francisco·: 

as provided by tho Broughton Act, for the f1rstf1ve yoa.rs~ 2 ~er 

cent each year o! the -gross receipts from the exercise of the 

franchise rights. 

~~ deciro to draw particular nttention to the fifth 

condition. read1ngas follows: 



~That $~id grantee. his O~ its succe$$O~$ o~ assigns 
sball not without tho consent of the City and ·County o~ 
San Franc1sco, evidenced by ordinance duly passed b1 tho 
board o~ su~ervisors thereof. sell or transfer its pro-
perty or any o! the rights or ~rivi10ges ·authorized or 
grented by said franchise to any person,. compsny. combinn-
tion, trust or corporstion now engaged in the telephone 
'business 1n the CitY' and. County of San Fre.ncisco s:c.d ahe.ll 
not ~t any time en~er into ~ agree~ents direotly or 
indirectly with any porsons, company, combination. t=uzt 
or corpora.tion now onga.ged 1:Lthe tel(;fphone business in 
the City and Co~y of San Francisco concerning the ratos 
to be oh~ged for telophone service in the City and 

. County of san FranciSCO." 

~en follow certain provisos which it is not.necessary 

hcre to considor. 

Rome Telephone Company o~ Sen Francisco f11ed with tho 

Boe.~d o'! SUporvisors o~ the City and County of sen FranciSCO 8. 

bond 1n the panel ~ of $250~OOO. to securo the due ~er!ormance 

of the terms andcond,itions of the franchise Ilws.rded to it. 
, 

On July: l~ 1910~ Home Telephone CompallZ" o'! Sa.n·Francisco 

conveyed to Bay Cities Home Telephone CoCP~. one of the app11-

csnts herein. ell its pr~erty. including the frsncbise gr~ted by 

sa1d Ordinance No. 75 (New Series).. Bay Cities Rome Tele~hone 

Com:9sn:.v 1.r::Imedistely entered. into possession ot the l'roperty and 

proceeded to o:pcrate the same and. to exercise the franchise rights 

theretofore granted under said ord1nnnce to Home Telephone Co~any 

of San Francisco'. 

On March 15~ 1912. Bay Cities Home Telephone Comp~; 

under an arrsngement with ~Ae ?sc1f1c Telephone and Telegraph 

Comp~. executed e convey~co to Rome Long Distance Tolephone 

Co~~ of all its :9roporty exce~t the franchise. On tho same 
day~ Rome Long Dietanee Telephone Company executed a conveyanco 

to The ~aeific Tolephono and Telegraph Company of all the property 

acquired by 1t *0%:1 Ea.y 01 ties :S:omo Telephone Co:npallY. ~e Pa.c1:f'~ 

~elephono ~d Telegraph Company immediately entered into pos3eac~on 

of tho property described by these conveyancos, and ever since 

M.e.rch 15~ 1912. h:ls been in possossion thereof, operating corte-in 
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portions thereo! as a ~srt o~ its own telephone s7stom in th~ 

City, and County of San Francisco. Since March lS~ 1912~ the 

franchise granted by said Ordi~ee No. 75 (New Series). has not 
been e~ercised. It is now proposed to have the ~ranchise ~Qllow 

the pro~erty whieh~as formerly operated thereunder~ into the 

h3nds o~ The ?acific Tele~hone and Telegraph Co~aDY. 

After'the transfer of the l'roperty by Bay Cities Rome 
~elephone Compeny~ through Rome Long Distance Tele~hone Co~any. 
to ~he ?ec1fie Telephone and, Telegraph Company. the Citr and 

CO'Wlty of San Francisco br,ought an action in the SUl'erior Court 
of the State of Ca11~ornia 1n and for the City and County of 

San Freneisco. ag~inst The ~c1!ic Telel'hone and Telegraph Company 

and others~ to have the transfer o! the property set aSide. r.he 
ease .. wa.s heard by Judge John F. Ellison., of Tei:laJ:ns. count;y. si tt1ng 

in San Frenc 1sco. In the course of his o:p1nion~ a eopy '"'horeof 

~a.~ introduced in e~1denee 1n this proeecding~ ~udge El11son.con-

clude~ that the provision in Ordinance No. 75 (New Series). pur-

porting to forbid a transfer o! telephone ~roport1es froe the 

grantee of th~ franch1se~ its succezsors or ass1gn$~ to any other 
compa.ny 

tcle,~oneAcngQ.ged in the telephone business in the City ~d County 

o~,Ssn Francisco at the time the franchise WQ.S granted. was void 

in tha.t it ttndertook to deprive the grantee. its suceessors and' 

assigns, of the right granted by Sections 361-a and 540 o! the 

Civil Code of this State to soll the ~ro~erty of the eorporation~ 
oxeept the eOry¢rate !ranch1se, with the consent o~ persons hold-

ing two-thirds of the issued stock of the corporation. In con~ 
elusion. Judge Zl11son said:, 

"I find nothing in the provisions of the oharter 
o! the City and County o! san FranCisco thet either 
e~res31y or by inference eonfers u~on the eity tho 
power to pla.ce in the tranchise the provision that the 
grantee thereof should not sell, or diepooe of its proper-
ty. No law of this state conferred $Ueh power and the 
condition is cleQ.rl~ against the ~olicy of the state as 
expressed in its statutes granting to telephone companies 
t~e power to sell their property." 
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Thorea!tor. the C1t7 and County of ~ Francisco per-

fecte~ its a~~eal from Judge Ellison's decision to the SUpremo 

Court o! thi3 Stato~ where tho case 1$ now pending. 

The Pacific ~elephone and Telograph Comp~ is now 

ope~ating 1n San FranciSCO ~der a SO-year franohise granted by 

the Board of SUpervisors of San Francisco on t~rch 24. 1890. 

This ,!r~chis0 Wag granted be!ore tho Broughton Act was enacted. 

and under its terms ~e Pacifio Tolephone and Telegra~h Co~sn7 

is under no obligation to pay to City and County of Sen Francisco, 

any portion of 1ts gross annual revenues. ~Ae City of San Fran-

cisco is given the right to use one continuous duet through the 

entire longth of the oonduits laid by the Company, for the axolu~ 

sive use of the fire sl~rm. fire patrol and polioo alarm service. 

B7 s supplemental ordinance, z.he Paoif~e Telephone and 

Telegraph Co~an1 is obligate~ to ~pply to the City and County of 

San Franeisco 500 free tel(l'Ohones. . . 
Uter the trc.nsferz'of pro;porty hereinbefore re:!orred 

to ana the litigation ensuing thereon. the parties finally ngrood 

U})on a. compromise settlement~ the terms whereof are contained, ~ 

1~-Ord1nance No. 3016 (:New Series.). adopted by the BOllrd of 

SUpervisors of the City and County of San Francisco on November 23, 

1914. Sixteen supervisors voted in favor thereof, one supervisor 

voted against the ordinance OJld one supervisor was absent. By 

this ord1nc.l:.oe,. the City Slld County o~ san Francisco consents to· 

0llQ. ratifies the sale and transfer by :Bay Ci tie's E:ome Tolel'hone 
of 

CO~anY~all its phrs1c~1 and tangible properties to Rome Long 
~1stsnoo ~elephone Company~ and tho sale and tr~sfer by Aome Long 

:Distance ~elephone Company of said pbysioal and. tangible proper-

ties to The 2acific Telephone and ~e1egr~ph Compan~. The C1t~ 

also- consents to the transfer by Bs;r Cities- E:ome Telephone COI:ll'tmY 

to ~e Pa.c1~1c Telol'hone ~d Telegre.ph Comp~~ o:C the fre.neh1::o, 

granted to :S:ome Telephone Company by Ordi:cn.:c.ee No. 75 (Now series)~, 
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hereinbefore referred to. Tho City's consent and rati~icat1on 

is given on certe.1n conditions. including the following: 

1. ~Ae inst~ent conveying the franchise is to be 
filed in the office of the Cle~ of the Bonrd ot Supervisors of 

San Francisco wit~ 60 days after the sale ~d transfer are 

a~proved by the Railroad Commission. 
2. Within 60 dnys after the a~prov$l by the Railroad 

Co~ission. ~he ~acific ~elephone end Telegraph Company is to 
file ~ith the Clerk of the Board of SUpervisors of the City and 

County of San Francise~ its duly executed agreoment to pay to the . . . 
CitY'and County of San Francisco in the manner provided by said 
Ordinance No. 75 (New Sories). two per cent o! that proportion of 

its gross toll receipts cred.itable to the San Franciseo excha.l:lgo. 

and aceruing from telephone s wi thin the 01 ty and County of Sen 

?renc1eco. from and after Deoember 1. 1914. 

3. The Pacific Telephone and ~elograph Co~pany is to 
file with tho Clerk of the Board. of SUperVisors of.the City and 

CO'tl.l:.ty of San ?:re:o.cisco ~ wi thin 60 dtlys after a.p:provs.l o:! tho 

sale and. transfer by the PAllroad Co~scion~ a bond 1n the sun of 
~250'~OOO 'Ir' , • to insure the fulfillment of oach s:c.d every term o~ the 

franchise to be assigned to :be ~$¢11'1c ~el~phone end Telegra.ph 

COtlpany. 

4. The Pa.oifio Telephone and ~elegra:ph COXlll'an:yo is to 

~ile with the Clerk ot the Board of Supervisors of theC1t7 ~d ' 
of the., sale and .trans:f'er 

County of Sen l'rane1sco. ~i thin 60 days after the c:pprove.l/bi! tile 
!ta.1lroad Commission~" ,. en agreement tho.t it will furnish to the 

City and County of Sa.n FranciSCO certain telephone service, 

~clud1ng not to exceed l~OOO free telephones ~d tbe use through ' 

each street.in which underground. conduits are constructed or 
. of 

:aintained./two eont~uous ducts tn which tho City and County of 

San Fre.neiseo ~ install and. maintain wires a.ud csb1es for low 'I 

voltage eleetric oireu1ts. 
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5. The Paci~ic Tole~hone end Telegraph Co~any is to 
file ";11th tho Clerk of the Board. of SUpervisors of San Fra.nc1scc~ 

within 65 days s!'ter the' s,l'prova.l of the Rs.ilro~d Comc.1es:1.on~, s:n 

instrument duly executed.. surre:::l.der:1.:c.g and a.bandoning to the City 
end County o! San Francisco th~ fra.nchise granted to its predeces-

sor., ?acific, ~ole:9hono and. ~elegra.l'h Company., by Ordinance NO.218& 

on March 24. 1890. 

6.. The :2aci='1c Telepbone and. Telegraph Co~~ is to 

agree that the consent end rat1!1cat1on given by the ordinance 

shell 1n no wise be deemed a waiver or abridgement of the rights 

and powers of the City and County of San Frsnc1sco--
(s) To acquire a.t nny time the p~sical ~roperties 

and frenchises of The Pa.cific Telephone and Telegraph Companr 

loca.ted. in Sen Francisco t by volunta17 purcho.se or by procoedings 

1n condemnntion; 

(b) ~o grant at any time s telephone frcnchise to 

8JlY competing cO:CPa.IlY; or. 

(c) To estab11sh~ construct and. operate a com.pet1ng 

municipally owned telephone system. 

~e ordinance further !'rovides that upon complianco 

with all its conditions~' tho principals and. sureties on the bond. 

for $250~OOO filed with the :Soo.:-d. of Supervisors 'by Jiome ~el.epho:c.e 

co~~ of San Francisoo on tAe paesa.ge of Ordinance ~o. 7S (New 

Series). shsll be diSCharged and tho appeal now pending in the 

SUpreme Court froe Judge Ellison's decision shall be d.ismissed as 

tully sstief1ed. The ordinance further provides that ~n eom-

~11anoe with all its dond1t1ons. t~e City Attorney of the C1tysnd 

Count,. o'f Sa.n Francisco- shtlll request the Attornoy· Ceneral of 

California to dismiSS an action brought in tho name of the People 

of the Stete ag~inst T.hc Pacific Tele~hone and Telegra~h Co~a~ 

and tried at the same time as the action brought by the C1ty'and 

County of Sen Francisco. 
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Tho lv!o.yor of the City end County o'! San Fro.ncisco approved 

Ordinance No. 3018 (New Series), only efter ~~e ?acifio ~elaphone 
and Tolegreph Co~any entered into an agreement with the City and 

County of San Francisco, dated December 4, 1914, agreeing; 1n oon-

s1der~tion o~ the City's consent being granted by ordinance, 
nthat in the event ot the purchase hereefter by the City 
end County of san FranCisco, through condemnnt10n pro-
ceedings or otherwise, of the ~byeie81 properties and 
frenchises of said ?aci~1e Telephono and Telegra~h Company 
within the City and County of San Francisco, no ccnsider~
.tion whatever shall bo paid for seid franchises or any of 
them, a:c.d no franchise value whQ.ll, in .a:rry event .. 'be 
allowed to said Pacific Telephon~ end ~olegraph Co~~, 
it2 successors or assigns, for said franchises, or a~ 
of them.'" 

The ~ac1f1c Tele~hone 'and Telegra~h Co~~.slso agreed that it 
would.~e7.ere1se t1:.e franChise -andor and in c01!lpliance with sll lllWS 
and ordinances now or hereafter 1n force wit1:. reference to the 

~lAeing of electric wires 'and conau~tors ~der gro~~ ~ the City 

ane. County of Sen Frs.neisco~ and all" 1D.wS and ordinances relating 

to o~ regulating the plaCing, orection. use snd maintenance of 

polos and v.'ll"ee in the Cit,. and County o'! Ssn Francisco.. It was 

~urthor agreed that the agreement thus entered into zhould be mAee 

a ~art o~ ~ order whioh the RB11road Commission might thereafter 
~e 1n the premise~. 

No re~erendum was in~okea ag~inst ordinanoe no. 3018 
(New Series), and. tl:.e ord1DAl:lce becatle effective within t:t.e t:1mo 

presoribed by the City Charter of S~ Francisco. 

During the hearing of tbis a~p1icat1on, a proteSt was 

:ade and the Commiss1on's attention was drawn to the results of 
an election held March 29, 1912. At this election 21,168 votes 

were cast in favor o~ and 10,463 votes against a propOSition 
worded on the ballot as follows: 
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WAn ord~ce determining and doclaringthat the 
:publio int~rest and. neeose1ty require the aoquisition. 
oonstruotion, completion, and equipment o~ a ~ublic utility: 
a telephone system, b~ the City and County 'of S$n Pranc1aeo; 
that tho oost the'reof, in addition to the ot:b.er expenses 
of the Cit~ $nd County~ will exceed t~e income and revenue 
provided for tho said City and County for anyone year; 
and directing the Board of ?ub11c Works to ~rocure 
through the C1t~ Engineer and to place on ~1le with the 
:Soard of Supervisore, :plans .'lnd estimates o'! the cost 
of original construction, completion and equipment of 
such public utility; ~nd determining and declaring tbat 
the :9ublie, interest and llceeeci ty require the acquieition 
by ssid City and County of San Francisco, of the tele-
phone system of the Eay Cities Eome ~elephone Comp~. 
in said City and County of San Franeisco; and determ1n1:l.g 
Olld d.eclaring that :oublic ,interest and necessi t:r requiro 
tbAt eDY merger of the telc:phono syet,eme of the said 
Ba~ Citioe Eome Tele:p~one Comp~:r~ and of the Pacific 
~elephone and ~elegra~h Com~any, bo disapproved. rejected 
and dofeated~ and that said Ba~ Cities Rome Telephone 
Compan~ be not releasod from sDY o~ 1ts,c~ntracts or 
othor,ob1ig~t1o~ to seid Cit7 end County." 
At the same election 20.492 votes wero east in f~vor of 

and lO~759 votes aga~st a ~roposition worded on the ballot as 

follows: 
"An ordinsnce ca.ll1ng and providing for a. 

special olection to be held in tho C1tj and County 
o! San Francisco on the do,y to be set "by thw :Soara. 
o'! Z'l:ect'16n,",Com:niszionore~ in conformity with Ohc.ptor III~ 
of Article':a~ of tho Cbsrter of tho City and Count:r of 
Sen Francisco, for the yurposo o~ submitting to the 
voters o'! said City and County a. 1'ro1'08i tion~' to-wit: 

fA proposition to incur ~ bondod debt o~ the 
said, City and Co~ty o~ San Francisco to the ~mount 
of $5'~OOO;OOO.OO for tho acquisition 01 said Cit~ end 
County of San Fr$llcisoo of an exist1ng ~ublic utility. 
to-~it: The Tele~~one system. works and property of 
the :BAY CITIES :s:O~ TELE-o:a:O!;E CO:M?Al1Y. a corporc.tion. 
to be owned and controlled by tho City and County of 
San Fra.ncis~o :ror s'll')?pl~ing to ss,id. Cit:; and County s:c.d 
to the inhab1t~nt$ tbereof. e means of communication 
by telophone and telopath1 between all the itihab1tsntz 
o~ the said City and County of San Franciseo.' " 

The second named ord1nance failed to receive the required 

t"no-th1rds voto. 
City Attorney Peroy V. Lons. tn ~ o~inion datod 

Peb%"tUll'7 2o~ 1912. advised. tbe Board ot Supervisors of San Frsneiseo 

that these ordino.nees nrc invalid. :rae William ~oma.s ~ attorney 

for :Say Cities :a:ome ~ole;pbone COtlP~, contends i:o. this procoed:1ns:~ 

that. in view of the fact tbst tho people did not a.~prove the 

-9-



ord:l.nr.mc~ invol~ins the icoue of 'bor.d.z, the firet ordinan:ee 'rise 

thereoy ~tomaticclly rejected. under the decision of Judge 

311ieo.o., it ~y further be urged that the oruin~ceo ~e void, 

:yroperty vf.a.ieh hf.l.d, f,\,lrea.dy :'oecn eOnSUtl:llna,ted.. ItwiJ.l "oe note~ 

grMted 'by OrcJ.inn.nce l~o •. 75. (NewSeriea). 

Without :oo.3sing en the question of the validity o~ 

these o:"dinr.mces, it will 'be .::sufficient to draw t).tte.o.tion to the .... 

i'o.ct th::l.t if the pco:p1e of the Ci t;yand County of So.n Jrra..."l.ciaco 

~es:l.=c to ~~u1=e ~d o,er ate the exieting tele~h¢~e system, the 

maebine=y for such ~etion has been pro~ided 'by the Leeisl~ture o~ 

Ca.l1for:li13., and. the decision 0:1 this a.p::.:>lice.tion will in no wcy 

interre~c with ouch acquisition • 

.All ;parties to thilli proceed.ing concur in :l.dmit-:ing 

that the franchise granted by Ordin~ce No. 75 (~ew Serieo)~ is 

a valid fr$nchise. The ~uestion now before this Commisoion ie 

-::hether there is MY valid rea.son why the co:pro:nioe o.greement 

which ~~S been entered into between the City~dCounty of San 

FrMcisco~ :Bay Citiet3 Rome Tele!)hone Corr.:pany n.nd ~e Pa.c1!ic 'Xele-

,hone and Telegra~h Company, as set fortA in said Ordinance No.3018 1 

(New Series)>> should not be sanctioned by til.c Ro.ilroa.d. Comm.iaeion 

in 00 far ~s the Commission's consent is necessary. 

In thi& connectior.., certll.in m:!J.tters referring to the 

action of the ooard of ~uyervisors of the City"and Count7 of SQn 

was ll;l.ter ora.n ted. by OrdinMce ~ro. 75 (l~ew Serie e) were brought to '. 

'tilis Corr.m.is3ion' a a.ttention. These matters. tr~s,ired :lome 9 yeo:rs 

ago. ~e ,resent 'bo~(i of 3u,ervi30re of the C1O:7 o..'1.d Co~n.t:r. 0: 
S&.n FrroUlciaco, with full knowlea.ge of these matterf.S, '~'by 0. vote 

~," " 

of 16 to 1, with one superviso!" absent ':, have concluded that ~h.e ( 

'best interests of the City Me. Count7 of SM. Francia.co require 

theconeumnlation of the .s.rra.ngcmen.t herein set i'orth» and the 
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:ne~"or !las 1i:9r>roved. their judgment. On the :f"f.l,cta 01" th:i.~'. caee, we 

hesitate to subotitute our juazment for theirs and ·to withhold ou: 

~p~rovol to the compromise arr~gement which they# with much care 

~d thought~ have entered into. 

\Ve have given careful c01'lside:a.tion to thi s al'l'liec.tion 

ar~d ~~e of the opinion that the Commission's consent to the transfer 

o~ the franchise ~d the certificate of putl~c convenience and 

nece63ity shOUld be granted as a,plied for, zubject to tne con-

ditions sl'eci:ied in the order. 

The ?acific Telephone and Telegr~ph Com,any claims to 

~ve acquired from ~.~ Citieo Home Tele~hone Com~~~y, :9roperty 

of a value in excess of seven r~llion dollare. A ~ortioD ot this 

property h~s been discarded ~d other portions are idle, while 

only a. part of the :orOl'erty thus acquired ie 'being o.ctually used. 

by The ?aci!ic ~ele~hone and Teleg:aph Company in the conduct of 

its businezo. The order herein will conto.in 0. condition to the 
effect that The P2cific Telephone snd Telegraph Com,aoy shall tile' 

wi~h the R~lroad Commisaion ~ v~itten agrce~ent to t~e effect that 

the price a.t wh1ch this property wae transferred shall'n~t be -:a.kcn 

before the R~ilro,~ Commission or ~~ other public ~uthority a~ 

re~resentine the true value of·the ,ropcrty. 

Therranc~i~c is being tr~~8ferred without the payment 

agrees that it wil: not u~ee the 3um ~~ ~25,OOO.OO oriein~lly ~~id 

~oy Home Telephone Com,any of Son Francisco aa justifying MY claim 

to 13. !rMchiee value. 

~e c:e of the opinion th~t the ~p~lic~tion =hould be 

sr~ted, subject to the conditions a~ecitied i~ the order. 

o R D E R .. -----
City ~d County of San ~~ciaeo. ~ay Cities Ho~e ~ele-

~~plied to the R~ilro~d Commizeion !o~ a~ order authorizing the 
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t:',-:...nofer tro::l Bay Cities Rome Tele~hone Coml'any to The ?acific Tele-

:phoJ.le MOo TelegrG.:?1'l CO:lPCWY' o! the i'ranchi se granted. to P.:ome Tele-' 

:phone CO::lP.:U'lY of S,'ln FrlUlcizco by Or~ino.nce No. ,75 (!~ew Seriea), 

of the City ~d County of SM Pra.."lciGCo, ~d for F.I. eertificllte 

deel.3ring th~t the pub!1c convenience and nece~aity re~uire the 
"'jo., 

exercise 'by The ~~cifie Tele~hoae .~d Telegraph Com,any of the' 

rights gre.nted by SJ;l,id o:"dinMce> and So :9u"olic ilearing Mving 'been 

held on a~id a~,lic~tion, nnd the ap:?lic~t1on having been ~~bmitted 

.~~d ~e!n5 now ready for decision~ 

IT IS :m:?.E:3Y O?.DEP.ED tha.t Bay C1 ties Home Te1e:r>hone Com-

:!,)~ be and the ,,~e i ~ hereby a.utilorized. to tra.."lsl"er and. a.ssign 

to Tne Pacific ~e1~hone ~d Telegr~~h Co~panj that certain franchi:e 

which was granted to ~ome Telephone Com:?,~y of San ~rancisco by 

Orc:.in~nce No. 75 (New Series), otthe City o.nd County of San Fronc1:co" 

but only on the conditione hereinar~er stated; ~d, 

The Ra.ilro-'ld Commia:aion hereby ~ec1a.res ~ha.t :public CO::1-

venience ~~~ neces$~ty require the eXercice by T~e Pacific Tele~hono 

an~ Telegraph Co~,any 0: the righte gr~ted to Ao~e Telephone Co~pany 

o~ San F.rancisco by oai~ Ordin~ce No. 75 (New Seriee), but only o~ 
~he conditions herei~a!tcr 3peci~ied. 

Tl'le :oregoing ortier and 'ecJ.a.ro.tion 'lre :r .. :;uie 13ubj ect to 
the following ex~resa conditions: 

1. Within 60 daye !ro:l the date of tile orderl"..erein, 

The Pacific Tele~hone and Telegraph Company 3h~11 file with the 

?~ilro~d CommiSSion a certified copy of e~ch and every document 

to be filed ~y said. Com:?~y wi~h the Clerk 0: the Board of Super-

'rieore 0-: the Ci'ty ,').n,e, County ot' San Pr/3.ncioco, r:l.e provided by 

saict OrG.itlMCe ~o. 3018, (!-Te,,,, Series)) in full compli.~ce 'by The 

Paci:ric Telephone .?ond Telcgr.~:ph Co:t:pr...ny with tile provi::iiollS of. 

said orclillCllce. 
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2. Within 60 d~ys from the d~tc of t~iz order 7 !ne 

~~c~~ic Telephone an~ Telczr~ph Co~pany s~~ll file with the Rcil-

road Co:nmission 3. sti:puJ.~tion executed on 'bch:~lt of saiG. COIll:PF.I.llY 

joy its otticero thereunto duly ~uthorized ~y ~ reoolu~tion of --its 30ard or Directors, agreeing as follow~: 

(a) TAat the price hercto~ore paid ~or the ~h~eical 

l'rc;perties of :Say Ci tiea EOTae Telel'hone CO::n,MY in the C1 tj :lnd 

County I)~ Son :Francisco ohall not ~e taken 'before the ?.o,ilrolld 

Commission or any other, publi'c ~uthorit:r ~s representing for 

rate making or any o~her purpooe 7 the real v~lue of the property. 

(b) Tnat ncrther lhe Pacific Tele~hone ~d Telegraph 

Co~p~~y nor ,~y succeosor or aesign, will ever cl~im in any ~r.

cccding before the Railroad 'Commission or any other public authority 

any comp~n3a.tion or value for the f:a.nchise granted to Home 

Tele'Phone Co:npany of SarJ. :Francieco by s(i,id Ord.inc.ncc !~o. 75 

(l~ew Series). 

z. Xh~t T.he ?acific Tele~hone and ~elesraph Company 

will .~t o.ll timea, during the life of sa.id fre.."'lchise, eXerci3C 

the same in compliance with all laws and ordina~ces now in force 

or tha.t ma:r h.erea.fter 'be aclopted., ,roviding for the placing of 

electric ~ires and conductors under ground in the City and County 

of.' Sa."! :F:'M.cloco, ane. a.ll la:na o.nd. ord.inances relating to the 

aa~d City ,~e. County of.' San Francisco. 

4. 'l"'.ne Railroad Commission hereby reocrveS. the right 

to revoke thi s ord.er if The ?o.ci fic Tclel'hone a.nd. Teleer:.lph Com- . 

Dany ~ai13 to comply ~ith any of the ,r07ioions, of ita settlement 

with the City and County of· So..n Fr/;I,ncisco, .tl.3 cet :CortA in $Q.id. 

Ordin~ce ~o. 3018 (~ew Series), and. in the agreement dated 
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December ~, 1914, between rAe P~ci~ic Telephone ~d :elegr~~h 

Company .lr.~ Ci~y ~d Co~ntJ of s.~ ~rancisco. 

of J-:.me, 1915. 

I dis$on~ fro~ the action taken by my associate Com-' 
::.!sSioners in grru::.ti:og this c.:pplico.tion. 

It is ~dm1tted, tn&t the majority of the Su~ervisor$ 
who gl"llnted. this f're.nchiso in 190'0 w&re oribed to t~e favo%'-
able action thereon. In fact, a mnjor1ty of the Su~ervisor$ 
cO:c.:tc-ss:od boforo the Grand, Ju:ry to tho aceeptance of such bribo 

Applicants u.rge tilat no considoration should be given 
07 this C¢m:cission to corruption in tho granting of this frml-

cJ:ise because- it hc.a bee-n, held: 'by our highest courts tl:lat e. fr.lm-

chiae i~ not invalidated oy reo.son ot tho bribing of :public 
offie1als to ma.ke: tho grant,. 

! ro~dily coneede t~t this is the position of our courts 
r r end thD,;t, t:COroforc, th1s'fre.nchise may, for tho purpose of tl:.is 

proceeding, 0'0 determined. to 013 'Vs.11d. It is truo that in 'View t)f 

tn,o deci:non of tho eourt3 the e1 ty ".7ould "00 ·oo'CJld to reeognize- t,his. 
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fran6~ise, even though it was obtained through bribery. ! do not 

concede, however, that ~he ~ction of this COmmission in passing, 

upon frsnchisos is the dcterminc.t10n of their leg~ity. 
~he Public "Jtil1t1cs Act. Section 50 ('0.), provid&e: 
"Xo public utility of a class specified in subsec,tion 

(Co) hereof s.~11 henc-e':f'orth exercise c.ny right or 'Orivilege 
under any fre.nc~ise or permit hereafter gr::mtod, or under 
any frc.ncl:ise or pcm1t heretofore granted bttt not horeto-
fore ac:tueJ.ly o7.ercis'ed,. or the exercise of VI!'..ich hcs been 
susp~nded for more ,than one year, without first ha~lng 
obtainoc. from tho ,CommiSSion a certificate thnt public con-
v.enience- and..nocossity l'O'quire the exorcise of such right' 

or pri'Vile.ge. '" . 

.uso it is :proVid.ed in Section 51 Ca): 
":;:0' • ~ .. te.1ephono cor:porstion .. oo .. sholl honceforth 

sell,. lease, aS3i,gn, mortgage or oth~r\'iise d.i sposo ot ..... 
any franchise or permit or en:; right thereunder oo •• with-
out. having fire-t sec'Q!'od from the commission a.n ord.or 
t.l:c.thoriz.1D.g it so to d.o ...... W' 

!t will be nO'!ied tl'l$.t undor the section of tho Ptlblie 

Utili~ios Act ~irst ~oted'publio convenience ~nd nocessity 

/ is made the SOl~ besis of the COmmission":;: judgment as to the 

issua~ee o~ en order authorizing the exercise of rights and 

:pr1 viloges under a :!rallchieo e.nd. tbe:t under the portion 0'£ the 

last section just above ~uotod., no basis at all is laid d~ 

upon ~hich the Commission should izzuo an order authorizing the 

tr~sfor of a fr~chise belonging to n public utility corporation. 

It is clesr tlul.t it VlCS the intention' of the LGgis-

le::ure to empower tho Com:l.i::::s ion to consider I:U.l.ttors ·oeyond. 

and above tho more le~~ity o~ a ~ranchise, for the courts heve 

boen and :c.O'r. aro tho tribune.lz to do,t~rmine this matter" a:::ld it 

the Commigsio~ gav.e an opinion or ~ ordor attempting to detor.ci:o 

the validit1 of e !rcnchiso its conclusion would not be t1nol or 

binding es against the conclusion of the courts. 
Obviously, thcre~ore, upon ~ a,plic~tion otthis kind 

the CO~$sion is celled upon to take the broadost possible viGW 

of tho :n~tter and determ1no' whether, overy:hing CO!l.siderod.~. public 
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convenience "'1111 be best zoned by porm1 tting the oxoroize o:t 

rights ~d pr1~ilege$ under s ~ranohise. ~herefore, this Com-
mission if it authorizes the transfer of this franohiso and tho 

exerciso ot rights: ,conferrod therein,. mus t doclsre tha.t public 

convenience Ol'ld. noccs.si ty will be bo-st served. by the exerciso' o~ 

rights unde~ a ~rsnchis0 which W~$ ~r~udulently granted by the 

o~~icial representatives of the very publio whose needs wo are 
considering. 

I hold that it is ag~inst public intorest to ~nction 

afra.nchiee which is tainted in its inception with official 

co:'rupt1on. 

T".ne hlstory of frD.ncilise grant s in America. :has -been 

blect: enough. It has happened ropeated.ly t:bs.t corpora.tions 

obtaining franohise privileges through bribory end fraud nave 

been sustained in their possession. ~hey have been allowed 
to rote1n tho bene~it of their own w=ongdoing. 

I firmly believe that tho main volue o~ tho prOVision ., 
of the ?ublic Utilities Act which gives this Commission the powor 

to grant or withhold certi~:ie&te3 o'f :public convonience c.nd necO's-

zit:r lies in the eh.oe~ which it give.s tho state upon muniCipal 
f~anch1$e grsnte. I do not urge that by d.enial of this appl1ea-

tion official oorruption would be provented but I do insist 

tnat it would, at least,. lergcly do aw,&y with the incentive :ror 
corrul'tion. 

, , 

And I further believ~ that the State s~ould take this, 

i ts ~i-:t'3t oppo:'tun:i:. ty, to d.eclc.rC' its u.nw~111ngne as to plac.e: the 

st8.m1' of e.:pp:rovc.l upon a. franchise known to Mve been obtained 
thro':.gh bribery. 

It is true, as ugod by applicant s, that tho Ci ty o~ 

S~ ~rencisco would octain ~ oonsiderable' sum of money in the 

aggregete if t~is application wore grantod be eauz 0 of tho 1'1'0-



vizion ~~~ it sholl rccoive t~o per cent of the grosz' income 
of 'The Pacific ~0lep~one end ~elcgrsph Company obtained in Sen 

Fra:lci sco 'but it I:ra.s·t be r~mem'b erad the. t every d.ollar re~rO'-

sented ·oy this ~wo :per cent must come from the pockets o'! tho 
• 

:patrons o'f the telephone company 'bocause MY l":9.t.e fi::dng 'bodr 

ml!st s.llow this two :per cent as an opel"ating expenee of the 

Henoe this two per cent would not come trom the cor-
, 

p,ore-tion, finally, 'but from the people. Nor ere "Ire hero con-

tro~tedWith $. condition where the telephone serv.ice in Ssn Fran-

cisco will 'be affected 'by a doc'ision in thi z :no:ttol" .. 

Co~e;IlY 1::.0.$ long' ceaso·d dOing b".lsiness and. ':he Pacific '''Compo.ny 

is now operating in San Francisco. o.nd will continue to ol'orate-' 

i'! this applics.tion were not grsnted .. 

Ju:c.e, 1915. 
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