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This is an anplica ion by Bay Cities Home Telephone
Company for an order authorizi transfer to Thae Pacific
melephone and Telegraph- Compzny of 2 francnise granted on 0ctober
3, 1906, Tty Ordinance No. 75 (Wew Series); of th¢‘City ané County

San Francizco, and of The ?a‘i’*c ZTelenhone and':élegra 2

Company Tor a certificaue aeclarinn +nat the public convcn;ence
ana necezsitj require the eterc;~e Yy The Pacific Zelepunone and
Telegrana Company of said franchise.

Oriinance No. 75 (Mew Scries), ol the'City ané Couvaty

of San Francisco granis to Home Telephone Company of San “ranciéco

mancnise %o conctrucy, maintain and operate a2 telepaone avstem
in the Ci%y and County of San “ranc;eco und. to con ct, nuintain
ané operate po*es, cables, underground conduite ana ofher eopli-
ancesfthrough; along ané under and in the wublic stree,u, allcyuﬁ
higaways of tne City znd County of San Fr ancisco for .h@ purnose

o transmitting sound, signals and conversation vy means of elec-

tricity or otkerwise. Tne terw of the franchise iz, Tifty years.




The franchise 1s granted on the Lollowing conditions:

1. Thet the télephone gystom to bé cénstructed wzder
the franchice be constructed, meinteined and operated in accordance
with the appliéable vrovisions ¢f the statutes of California’and
of the ckertor and ordinaxnces of ﬁhc City and Cownty oL Saxn FPran-~
cleco.

2. That work under the frenchise chall commence withixn
four months, and that thereafter, two:ﬁdllion Qollars shall be
expernded in comstrmetion work within twolve montias after the com=
nencoment of work, three million dollars within twenty-fowr months
and four million &ollars within thirty-sixz months, and that the J
work shall be completéa within three years after 4itsc commencement.

3. That 600 free telophones shall be supplied to the

City and County of Ssz Francisco, and that the seame will be kep?

in o0& repair and working order during the term of the Lranchise
without expense 40 the City amd County of San Francisco, and fﬁat
the City and County of, Sen Francisco shall, &uring the life of the
frenckise, have the use, withont cxpemse to the City and Cownty
o? Sem Prencisco, of two continmous &ucts throughout tie entire
length of 21l conduits lafld by the Company, or its assigus or
sucecogsors, for the oxelusive use 0f the fire alarm, f£ire patrol,.
police alarn end Department of Electricity service.

4. That the grantee of tho franchise, its successors
and sssigne, shell pay to the City and County of San Francisco}
as provided dy the Broughton Act, for the 2irst £ive yeare. 2 per
sent each Jeer o2 “the gross recelpts from the exercize of the
frenchize rights.

Ve deéiro to draw varticular attention o the £ifth
condition, reading as follows:




"That seid grantee, his or its successors or ascigus
shell not without the consent of the City and County of
San Prencisco, evidenced by ordinance duly pascsed by the
boaxrd 0L supervisors thereof, sell or translfer its pro-
perty or any ol the »ighkts or privileges authorized or
grented by caid franchise to any person, compeny, combinfe
tion, trust or corporation now engaged in the televbone
business in the City end Cownty of San Francisco and shall
not at any time enter into any cgreements directly or
indirectly with any persons, company, combination, trust
or corporation now ongaged in:the telerhone duziness in
the City and County of San Frencisco concerning the rates
t0 be cherged for telophone service in the City and
. Corvnty of San Pranciscoe.”™
Then follow certain provises whick it is not .necessary
here to consider. |
Eome Telephono Company qf Sex Prancisco filed with the
Board of Supervisors of the City and County of Sem Fromeisco a
bond in the pencl sum of $250,000, to secure the due performence
of the terms snd conditions of the franchise awarded to it.
Oz July 1, 1910, Home Televhone Compeny of San Francisco
conveyed to Bay Citles Home Telephone Company, one of the appli-
. cants herein, all its proverty, Iincluding the franchise granted by
sald Ordinance No. 75 (New Series),. 3Bay Citles Home Tolevhore
Compaﬁy irmediately entered Into possession of the property and
proceoded to overate the same and to exercise the franchise righte
theretofore granted under said ordinance to Home Telephone Company
£ Sen Francisco. |
On March 15, 1912, Bey Cities Eome Telepkone Compsny,
wnder sn arrengement with The Pacific Toelephone and Tolegravh
Company, eoxecuted o conveyance to Eome Long Distance Tolephone
Company 02 all its vroverty excent the fLranchise. On the same
dey, Eome Long Distance Telephose Company executed a conveyance
to The Pacific Tolephone ond Telegraph Company of all the proporty
acquired by 1t f£rom Bay Citiecs Home Tolephone Coxpany. The Pocific
Televhono and Telegrapk Company immediately entered into possession

o the proporty described by these conveyances, and ever since

March 15, 1912, has been in possession thereoZ, operating certein
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portions thereof as = »art ¢ its own telephone system in the

City and County of San.?rancisco. Since laorech 15, 1912, the
franchize granted by seid Ordinance No. 75 (Ngw Series), has not
been exerciced. It 45 now proposed to have the franchise £ollow
the provexty which was formerly operated thereumnder, into the
harde of The Racific Telephone and Telegraph Company.
After the transfer of the property by Bay Cities Home
Televhone Compeny, through Home Long Distance Tolewhone Company,
Yo The Recific Telephone and Telegraph Compary, the City and
County of San Framcisco brought an action in the Superior Court
of the Stete of California ir and for the City and County of
Sen Frencisco, ageinst The Pacific Tolephone and Telegraph'COmpén&
and oﬁhers; t0 have the tranéfer of the vproperty set aside. The
case.was heard by Judge John P. Ellison, of Tchems cownty, sitting
in San Prencisco. In the course of his opinion, a copy whoreof
wag introduced in evidence in this proceeding; Juége Ellison.coﬁ-
cluded that the proviszion Iin Ordinsnce No. 75 (New Sories), pur-
 poriing To Lorbid a trexnsfer of telephone properiies Lrom tho
grantee of the frenchise, itsrsuccessors or scsigrs, %o ony othor
company
televoone crgaged Iin the telephone dusiness in the City and Coumnty
oZ San Prancisco at the time the franchise was granted, was void
iz that it wndertook to deprive the grantee, its successors and
assigns, bf the right granted by Sections Je6l-a and 540 of the
Civil Cb&e of thic State to soll the property of the corporation,
oxcert The corporate Lranchice, with the consent of versons nold-
ing two-thirds of the issued stock of the corporation. In con-
¢lusion, Judge Ellison caid:

"I f£ind nothing in the ﬁrovisions of the charter
of the City and County oL San Francisco That oither
oxpressly or by inference confers upon the city the
power t0 vlace in the Lranchise the provision that the
grentee thereocf should not sell or dispose of its prover-

ty. No lew of this stete conferred such power and the
condition 1s clearly ageinst the wolicy of tho state as

expressed In its statutes grarting to telepktone comparies
toe power to sell their property.™
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Thoreaftor, the City and County of Ssun Francisco por~
focted {tc gppeel from Judge Ellison's decision to the Suprenme
Court of this State, where tho cacse is now vpending.

The Pacific Telephone and Telegravh Company is now
overating in San Prencicco wnder a S50-year franchise granted dy
the Boerd of Supervisors of San Francisco on llarch 24, 1890.

This franchise was grantcd before tre Broughton Act was enacted,
srd wnder its terms Tho Pacific Telephone and Telegraph Commany A
is wnder no odbligation to pay to City enéd County of Ssn Franciseo
any vortion of its grozc annousl revenwes. The City of San Fran-
ciscé is given the right to usze one continuous duct through the
entvire longth of the conduits‘laid by the Cogpaﬁy, foxr tre exclué
sive use of the fire alerm, £ire patrol and ?olioo alarnm sorvice.

By o supplemental ordinence, The Pecific Telephoze and
Telegrepk Company is obliggte& to supply to the City axnd COunfy of
San Frencisco 600 freo teleplones.

After the tronsfers of proporty hercimbefore reforred
to and the litigation ensuing thereon, the yarties £inally agreoed
upon & compromise settlement, the terms whereof are comtained.’
iﬁHOrdinancg No. 3018 (New Series), adopted by thze Board of
Superviéors of the City axnd County of San Francisco on November 23,
1914. Sixteen supervisors voted in favor thereof, one supervisor
voted sgeinst the ordimence and ome supervisor was sbsemt. By
this ordinzzce, the Clity and Comnty of Son Franeisco consents 4o
and ratifies the sale and transfer by Bay Cities Eome Televhone
Comnanypall it° physical and tangibdle properties to Home Long
Distance Telephone Company, axnd the zale and t:ansfe: by Zome Long
Distance Telephone Coxpeny of sald physicel and tangible proper-
ties to The Pacific Telephone and Telegraph Compeny. The City
also consents to the transfer by Bay Cities Eone Telephone Commany
to The ?aci‘ic Tolevhone and Telegreph Company, of the francbi«e
grented to Eome Telephone Company by Ordinsrce No. 75 (New Series)
-
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rereinbefore referred to. The City's consent and ratification
is given on certein conditions, including the following:

il. The Iiznstrumont conveying the franchise ig to bhe
£410d in the office of_the Clexc of the Board of Supervisors of
Sex Francisco within 60 days after the sale erd transfer are
approved by the Railroed Commission.

2. Within 60 days after the goproval by the Railroad
Commission, The Recific Telephone and Telegrarh Company is to
£41e witk the Clerk of the Board of Supervisors of the City and
County of Sar Franciseo its duly ezecute& agreoment to pay to the
City snd County of Sax Francisco in +he manner providc;d by said
Ordinance No. 75 (New Sories), two ver cont of that proportion of
1ts gross toll receipis creditadle to tke Sax Francisco exchange,
axnd aceruing from telophones within the City and County of Saxn
Prencisco, Lrom and after December 1, 1914. | |

3. ‘Qhe Pacific Telephone and Telogravh Compeny is o
£ile with the Clerk of the Board of Supervisors of the City and
County of San Prencisco, within 60 doys after approval of the
sole and transfer by tke Railroad Commizesion, =z bond in the sum of
$250,000, to imsure the fulfillment of each and every term of the
frenchise to be sssigned to The Tacific Telephone znd Telegraph
Company. |

L The Pacific Telophone and Telegraph Coxpany is %o

241e witk the Clerk of the Board of Supervisors of the City and
of the sgle and transfer -

County of Sex Franeisco, within 60 days after the approval/by the

Raflroad Commission, ~ en agreement thet it will furniskh to the

City end Cownty of San.Francisco certain telephone service,

including not‘fo exceed 1,000 free telephones and the mze through '

each street in which undergrownd comdulte are comstructed or

- .of

mainteined, /two contimmouns duets in which the City ané Comnty of

San Prencisce nmay install and maintain wires and cdbles for low

voltage electric circuits.




5. Thre ?acigic Telephorne and Telegraph Comwany is to
fiie wiﬁﬁ tac Clerk of the Board ¢f Supervizores of San Francisco;
within 65 deys after the approval of the Reilroed Commission,, an
instrument dwly exedutéd; surrondering and sbendozning o the City
end Cownty of San.Francisdo tﬁé franchice granted to its predeces-~
sor, Pacific Tolephone aund Telegrepk Comﬁany; by Ordirence Fo.2186
on Marck 24, 1890. '

6+ The Racific Telepbkone and Telegrerh Company is %o
agree thet the consent and iatirication giver by the ordinsnce
skell in no wiso be deeﬁed 8 waiver or abridgement of the rights
' and‘powers‘of the City and County of San Francisco=--

(a) To seguire at any time the physicel vropexrties
and frenchises of The Pacific Telephone arnd Telegrzph Company
iocated in Sen Francisco, by woluntary purchase or by proceedingg

In condemnation;

(v) To grant at sny ¥ime a telephone fronchise to

any competing compeny; or,

{c) To establish, construct and operate a competing
ounicipally owned telepkome systom.

The ordinance Lurther vrovides that mwpon compliance
with all its conditions, the principals and sureties on the bond
for $250,000 filed with the Board of Supervisors by Eome Telephone
Company of San Premcisco on tihe nassage of Ordinance K;. 75 (New
Series), shall be discharged and thé appesl now pending In the
Supreme Court from Judge Ellison's decision shall de dismisced as
fully satisfied. The ordinsnce further prbvidee fhat wpor come
pliance witk all 1tz donditions, tho Cilty Attorney of the Clty ard
Comnty of San Francisco shall request the Attorzey Gemersl of
Celifornia to dismiss an action brought in tho mame of the Reople
of the Stote agoinst The RBacific Telephone and Telegrdph Company
and tried at the same time as the actlon brought by the City emd
Comnty of Sen Francisco. | | |
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 Tke Mayor of the City end County of Sen Frazeisco approved
Ordinence To. 3018 (New Sories), only efter The Racific Telophome
and Telegrzph Company entered into an agreement witk the City and
COunty'of San Francisco, dated Decexbor 4, lél&. agreeing, in con-
sideration of the City's éoﬁsent being granted by ordinaxce,

"that in the event of the purchase hereafter by the City
and County of San Francisco, throvgh condemnation pro-
ceedings or otherwise, of the physzicel properties and
frenchises of sald Pacific Teloeyrono and Telegraph Company
within the City and County of San Francisco, no considers-
.tion whatever shell Ho paid for sald franchises or any of
then, sxd no franchise value whall, in arny event, be
allowed to said Pacific Televhone end Telegrap: Company,
123 sueceossors or acsigns, Lor sald franchizes, or any

of them.™ :

The Rsacific Televhone and Teiegraph Company.also agreed tket it

would oxorcise the franchise wmndor end in compliance with all laws
end ordinances now or herealter im force witk referonce to the
placing of electric wires and conductors wndoer grownd in the City
axd County of San.?rancisco; exnd aﬁlw Laws and ordinances relating
to or regulating the placing, orection, mse and maintononce of
poles ard wires in the City ord County of Sen Francisco. It was
farthor agreed that the agroement thus entered into should be made
& part of any order waich the Reflroed Commisslor might theresfier
make in the vrenmises.

No ;efeien&um.was invoked aéainst Oréinance No. 3018
(Yew Sexries), and the ordingnce bocame effective witkin tke time
reccribed by the City Cherter of Sén Prencisco. o

During the héaring of this application, 2 protest was
made aud the Commissfon's attention was dram t& tee reswlts of
an election held lMarch 29, 1912. At this election 21,168 votes
were cast in favor o and 10,463 votes against 8 proposition

norled on the dallot as follows:




"An ordinance determining and declaring that the
prolic intorest and necessity require the aceuisition,
construction, completion, and equinment of & -oublic utility,
a telephone system, by the City and Coumnty of Sam Francisco;
thet the cost thereof, in addition to the other expenses
of the City and County, willi exceod tho Iincome and revenuwe
provided for the said City and County for any one year:
and directing the Board of Public Works to vrocure
througt the City Engineer and to place on £ile with the
Bosrd of Supervisors, plans and estimates o the cos?t
0of original construction, completion end equipment of
such pubdlic uwtility; and determining and declaring taav
the nudlic interest ané necessity require the acquisition
by sald City and Couniy o2 San Francisco, of the tele~
phore system 02 the Bay Cities Eome Telephome Company,
in sald City and County of Saxn FPrancilsco; and determining
and declaring that public interest and necessity require
‘a0t eny merger of the telephone systems of the sald
Bey Cities Eome Teleynone Compsny, and of the Pacific
Telephone and Telegraph Company, be disapproved, relected
and defested, and that said Bay Cities Home Telenkone
Company be 2ot relcasod from any of its contracts or
other odbligations teo ssid City and Comnty.”

4t the same eloction 20,492 votos were cast in favor of

and 40,759 votes ageinst o proposition worded on the bellot as

follows:

TAn ordinance calling axnd providing for a
gnecial clection to be held in the CLity and Comnty
0f Sapn Prancisco on the doy 40 be set by the Board
02 Tleoction Commissioners, In conformity with Chepter IIIX,
of Axrticle XX, of +the Chsrter of the City and County of
Sen Francisco, for the purnoso of submitting to the
voters of said City and County a vproposition, to-wit:
TA proposition to incmr o bonded debdt of the
geid City and County of San Francisco to the amount
of $6.000,000.00 for the acquisition by said City and
County of S Francisco of sn existing public utility,
to=wit: The Telenkone system, works and property of
the BAY CITIES HOVE TBIX2EONE COMPANY, o corporation,
40 be owned and controlled by tho City and County of
Sen Francisco for supplying to said City and County and
to the Iinhebitants thereof, & means of communication
by telophone axd teleopsthy betweor all the inhabitants
0% %he said City and County of Sz Francisco.'”

The soconé nemed ordinance falled to receive the rogquired
two-thirds wote.

City.Axtorney Percy V. Long, in oxn opinion dated
Pobruary 26, 1912, advised tho Boaxé of Supervisors of San Francisco
trat these ordinances arxe inwniid. Yr. Williem Thomas, attorney
Tor Bay Cities Zome Telephone Company, coﬁtends in thig p;oceeding;_
that, in view of the £fact that tho peopie 8id not epprove the

-




ordinnnce involving the ilcsue of Yonds, the Tirst ordinance was
therehy automatically rejected. Tnder the decicion of Judge
2llison, it may further be urged that the ordinances are void,
Tor the reason that they apparently atiempt %o stop 2 sranzfer of
property waich had alresdy veen consummated. t‘will e noted
that neivher of <the ordinances make any mention of the franchise
granted by Ordinance No. 75 (New Series),

Without passing on the quéstion of the validity of
these oxdinances, it will bYe sggfipient to draw attentiog to the
fact that if the mpeodle of the City and County of Sah F:ancisco
aesize %o acquife and operate the e;isting telennone system, the
machinery for suckh action has bYeen prowvided by thé Legislaxure.ot
Califorain, and the decision on this applicézion will in nd way
interfere wivth such acquisition.

ALl parities to thic proceeding concur in admitiing
+hat the franchise granted by Ordinance No. 7% (New Series), is
a valid frgachise. The question now vefore this Commissibn is
whether there is any valild resson why <he compromice agreement
waich has been entered into vetween the City amnd County of San
Francisco, Bay Cities Homé Telephone Corpany and The Pacific Tele-
paone andéd Telegrapa Coupany, as set fordn in said Orﬁinancc No.SOla;
(New Sexries), should'not be sanctioned by the Railroad Commission
in 30 far as the Commizsion's consen’ is necesssry.

In this connection, ceriain matters referring to the
actlon of the ooard of suvervisors of the City "and County of San

Francleco in wvoting to advertise for bids for the Iranchise whica

was Later granted %y Ordinance No. 75 (New Series) were brought to

tnls Commission’é attention. These matiers sranspired some 9 yea&s
ago. 7Tke present board of superviaora of the City and County of
San Francisco, with full knowledge of these matters, 'y a éotc
of 16 to 1, witkh oxne zuﬁérvisor abseat’, have concluded that the 7
best interests of the City snd County of San Francisce reQuiré |

tae consummation of the arraangement nerein set forth, and the




meror ka3 dpproved their Judgmeni. On the'facts of this case, we

hesitaté to suvotitute our Judsment for theirs and +“o withhold our
apnroval to the compromise axrangemenf which they, with mich care

and thougat, have entered into.

We have given careful consideration to this application
and ere of tne opinion that the Commission's consent to the tramsfer
of the franchise and the certificate of mubtlic convenience and
neceésity should Ye granted as applied for, subject to the con-
Qitions specified in the order.

The Pacific Telepnone and Telegraph Company claims %o

have acquired from Bay Cities Home Televhone Company, properiy

o a value in excess of seven million dbilars. A portion of +ais
propertyfhas vecn discarded and other portions are idle, whiic
only a pert of the property thus acquired ia‘beins actually used
oy The Pacific Televnone and Telegrapn Company in the.conduct of
i1ts business. The order herein will contain a condition to +he
effect that The Taclific Televhone and Telegraph Company shall'fild
wivh the Rallroad Commission a writfen agreement to the effect that
the price at which this nrompexrty was transferred shail’not be :akcﬁ
before the Railroad Commissior or any other public authority as
representing the true value of . the proncriy.

Tae franchize is being trahsferred‘without vhe payment
of consideration mnd The Pacific Telephone and Telegraph Compony
agrees that 1t will not urge the sum of $25,000.00 originally mpaid
oy Home Telephone Commany of San Francisco as juztifying‘anj claim
t0 a franchise value.

| Ve axe of the opiniqn that the aprlication should be

granted, subject to the conditions swecified in the order.

ORDER.

City anéd County of San Prancisco, Bay Cities Home Telew
raone Company and The Pacific Telerxhone and Telegraph Company having
applied Yo the Railroad Commission for aa order authorizing the
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transfer from Bay Cities Home Telephone Company to The Pacific Tele-

phaore and Telegraph Company of the Iranchise granted to Hbmé Tele~
Phone Company of San Francisco by Ordéinance Nb..75 (New Series},

of the City and County of San Francisco, gnd for a cer:ificaxc
declaring that the pudlic convenieace ané necessity require the
exé;cise Yy The Pacific'Telephone and Telegraph Company of the
rights granted by said ordinance, and a pudblic nearliag naving been
held on saild application, nnd the application aaving becﬁ submitted
and being now ready for decision,

iT IS ZEREBY ORDERED that Bay Cities Home quephone Com=
»zay ve and fhe game i hereby suthorized to transfer and assign
“o The Pacific Telepnone snd Telegranh Company that ce}tain franchise
which was granted to Home Telephone Company of San Francisco by
Oréinance No. VSF(New Series), of the City and County of San Francizco,
but only on the conditions hereinafter stated; and,

The Railroad Commission hereby declares +that public con-
vealence and necessiiy require the exercise by The Pacific Ielephone
ané lTelegraoh Company of the rights granted to Home Telephone Company
o7 San Francisco by said Ordinance Xo. 75 (Kew Series), dbut only oz
“he condltions hereinafter specified.

The Toregoing order and declaration are made subjiect to
the following express conditions: |

1. Vithin 60 days from ihe date of the order herein,

Tne Pacific Televhone and Telegraph Company skall Tile with the
Railroad Commission 2 certitied ¢copy of each and every docunent
to be filed by sall Company with the Clerk of tac Board of Supere
visors of the City and County of San Franciseo, as provided by
sall Ordinance No. 3018 (New Series), in full compliance %y The
Pocific Telephone and Telégraph Company with the provisions of

- it o
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2. w&znin-eo days from the date of this order, The
Tacific Telephone and Telegravh Company shull file with the Rail-
road Commission a stipulation executed on bWehall of said Company\

/oy its officers ithereunto duly autlhorized by o resol lugtion of
its Soard of Directors, agreeing as follows:

(a) Toat the vrice heretofore paid Dor the physical
prenerties of Eay Cities Eorse Telepnone Company in the City ond
County of San Franciseo shall not be taken before the Railrond
Commission or any other - publiec authority a8 representing for
rave making or any other purmose, the real value of the PrONErty.

(b) Tnat neither The Pacific Telephone and Telégraph
Company nor any successor or assign, will ever claim in any re~
cecding before itke Railroad Commassxon or any other mublic autnority

any compensatlion or value for thae franchise granted 4o Home

Telephone Company of San Francisco by said Ordinonce No. 75

(New Series);

3. That The Pacific Telephone and Telegraph Compan;
will at all times, during the life of sm;d *rancn;se, cxerciqe
vae same in complisnce with all laws and ordinances now in force
or thal may hereafter be adopted, nroviding for <he placing of
electiric wires and conductars under ground in the City and\Cotnty
of San Francisco, and 2ll laws and ordinances relating to the
rlacing, erection, usc and maintenance of poléu and wires in
sgid City and County of San Francisco.

4. Zne Rallroad Commission hereby reserva& the rigat
“0 revoke this order if The Pacz’ic Telephone and Telegrapn Com~ -
nany Tails to coxply w;th any of tne provisions, of its settlement
with tae City and County of San Francisco, as cet Torta in said

Ordinance No. 30L& (New Series), anéd ia the agreement dntel




Decewber 4, 1914, between The Pacific Televhone and Telegraph

Company and City ané County of San Trancisco.

Dated at San TFrancisco, California, this:ZEQS day .
of :ung, 1916,

Commissioners.

I dlssent from the sction tsken by my essociate Come-
misaioners‘in graxting tais applicotion. |

It is admitted,that the mefority of fhe Supervisors
who grented this frenchise iz 1906 were briﬁed to take.favorn

able actlon thereon. In fact, a mejority of the Supervisors

confessod beforo the Grand Jury to tho acceptance of sueh bribe
for such purpose.

Applicants urge that no considerstion should be glven
by this Commission to corrmpiion in the granting of this fran-
ckise because it hoz been held by our highest courts that ﬁ Iron~
chise iz not invalidgted by recson of tho bribving of pudblie
officisls to make tﬁb géant.~ |

I rosdily con¢edé thot taiz is the position of our courts
end that, trerefore, this frenmchise may, for the purpose of thiz
proceoding, be determined 0 be velid. It is truo thet in view of

the decision of the courts the city would be bomné %o recognize thiz
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{rencitise, evon though it wag obtained through bribory; I do znet
concede, however, vthat tpe function of {thils Commiszion in passing
wpon franchises iz the Aete:mination of their legelity.

mhe Public Ttilities Let, Section 50 (b}, provides:

™o public utility of o class specified in subsection
, (o) hereof cshall henceforth exercise any right or vrivilege
under any Lfrencrise or permit hereafter granted, or umnder
sny fronchise or permit zerotofore granted but not hereto=-
fore actually exercised, or the exercise of which has been
sucponded for more than one year, witnout first hnavi
obtained from the Commission a cortificate that public ¢on-
verienceo and -nocessity require tihe exerclise of zuch right
or privilege.™.

1t 4s provided in Seetion 51 (a):

"o ... telephons corporation ... ghall honcofort:
gsell, lease, assign, mortgage or otherwise dispoce of...
any Zranchise or vermit or eny right therewnder ... with-
out having first securod f£rom the commission an ordor
auvthorizing it so %o do ...

It will be noted that under the cection of the Public

Utilisies Act first quoted public convonience znd nocessity

/ is made the solg basic of +he Commisczion™c Judgment as to the

jezuance of an order aunthorizing the oxcreise of rights and
privilegez under a franckhiso snd thet under the portion of the
1a3% 3ection Just sbove cuoted, no vasiz at all is lelid dowe
wpon whick the Commission should iczue gn order eutkorizing the
trensfor of o Lranchise belonging o o public uvility cbrporgtion.
It ig clesr that it wes the irntention of the Legis-‘
lature to empower the Commission 1o conzider matters deyond
and sbove the mere logelity of & Zranchize, for the couris neve
voer and mow 8ro ihe tridumele to determine this metter, sud 4f
+ho Commicsion gave an opinion or en order attempting to detornixze
the velidity of e frenchise 1t conclusion would not be Linzl or
pinding e& ageinst the conmelusioen of the couris.
Obviously, therefore, upon an spplication of this kind
+he Commission iz called upon to teke the broadest possible view

£ the matter ond determine whether, overyihing conciderod, public
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convenience will be best sorved by pérmitting the cxercise of
righis and privileges under s franchice. Thorefore, tris Come
mission 1f it a thorizes‘thc trensfer of this fLranchise and the
exexrecise of righthconferred therein, ﬁnst doclare thot public
convenience ond neceszity will be bost cerved by the exercize of
rights under o fianchisb whick was fraudulently granted by the
olZiciel reprecentatives of the very public'whose noeds wo egre
considering. |

I hold thet it Lz aguinct public interest to sanction
& fronchise wihich 13 teinted in ite inception with official
¢orruption. -

The history of franchise grants in Lmerice oz boon
bleck enough. It hes happored ropeetedly that corporations
obteining franckise privileges through bridory znd fraud heve
been sustained in their possession. They have been allowed
o rotein tho benéﬁit 0Z <helir own wrongdoing.

I £irmly believe thet the nain value of the provigion
of tze Jublic Utiiities Aet which gives this Commission the power
0 grant or withhqld certificates of public convonience znd neces~
sity lles Irn <ke check whidh it gives tho state upon municipel
Zranchise grante. I do not urge that by denisl of fhis applica-
tion official cofruption would be prevented bdut I do insist
vaat 1t would, at least, largely do awgy with the incentive for

corruption.

And I further believe that the State chould teke +this,

its Lirst opportunity, to declare its wnwillingness %o place:the'
stemp of apnprovel upon & francﬁise mova to have been obtalined
trronzt bribery.

It iz true, a2 wrgod by epplicants, that the City of
Sez Frencizco would obtain 2 considersble sum of'méney'In the

sggreogete 1f tais epplication wore granted beceuco of tho pro-
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vizion that 41t zhall recedve tTwo per cent oflthe gross income
0L The Paeific Telepuone and Telegrapk Company odtained in San
Franciscé but it muet be remembered tkat every dollex renro-
sented oy thls two.per cent mucst come fLrom thé pockeots of the
patrons of the telophone compeny because eny rote Tixing body

must allow this two per cent as en oporating exponse of the

coxpaay. EHence this two per coent would not come Trom the cor-

pprati&n, finally,'but from the people. Nor gre we here con-
fronled witz ¢ condition where tke telephone eervice in Sen Fran-
cisco will be aZffected by & decision 4z this mattor. Tho Home
Compeny rnos long ceacsed doing businese end The Pacificthmpany
is now oyerating in San Francisco and will continue to omerate

Ll d

12 this opplication were not granted.

4

Dated at San Francisco, Celiforniz, this z@kaﬁ&fég;w@

Jaxe, 1915. N e

1-- .U’.:u v .'E::; ‘
Commi ssionexr, -
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