BEFORE THE RAILROAD COMMISSION OF THE‘STATE OF CALIFORNIA

In the matter of the application of

Santa Paula Home Telephone Company []
for avthorization to purchase certain
property of The Pacific Telephone and / \
: 1__1

Telegraph Compary located in and in

the vicinity of the City of Santa Paulz;
t0 issue its note in payment thereof, :
and to apply its prescnt schedule of - ) Application No. 1655.
rates to all subscribers wken the itwo

systems shall have becn combined; and 5

of The Pacific Telephone and Telegrapa 3

Coxpany for authorization to sell cer-

tain of its property located in and in

the vicinity of the City of Santa Paula

to Santa Paula Home Telephone Coxpany.

A. H. Blancherd, for Sants Paula Home Telephone Company.

J. M. Shaw, for The Pacific Telephone and Telegraph
Company.

W. C. Szyder, City Attorney, for the City of Santa Paula.

GORDOX, Commissioner.

OPINION

The applicants in this proceeding are public utiiity cor=
porations owning and operating telephone cystems in the City of
Santa Paul“, Ventura County, Califormnia, and vicinity. The - two
corporations are competitors in business, each systexr having been
in operation before the Rallroad Commission acquired Jorisdictionf

Santa Paula Home Telephone Company was organized during thofyear
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1965 after The Pacific Telephone and Telegraph Company had already B

been operaozng in the territory, ond since its organization has se-

cured the greater part of the local patronage. It appeara that
The Pacific Telepanone and Telegraph. Company is,noW‘operating atva }
losp in this f£ield,and a tentative'asreement having been‘reaohod
botween it and Santa Paula Hoxe felephonc Conpany, this applicatioh
has been drawn up by both parties seeking the authorization of the
Railroad Comxzission for the sale of . The ?acifio Company's local




syster and the consolidation of the two to be owned and operated
by Santa Paula Home Telephone Company. |

The Pacific Telephone and Telegraph Company owns and op-
erates a general system of local exchanges and long distance toll
lines throughout this and otheg Pacific coast states. Its Santa
Paula exchange is connected/zignlong distance toll s&etem te ﬁro-'
vide 1dng distance connections to outside points. Santa Paula
Eome Teiephone Company does not 6perate exchanges in other cities,
but has lines extending fror Santa Paula to the town of Saticoy and

t0 or near the town of Fillmore. The Pacific Company operates ex-

changes at Séticoy and Fillmore and under the terms of the proposed

sale Santa Paula Home Telephone Company will continue to sexrve its

present patrons at these places, but will not teke on other pairons.

-In other words, its operations, except as to present business, will
be confined to the City of Santa Paula and vicinity. The Pacific

Company will take care of all of its present business and such ad-
ditional business s may ve offered at Saticoy and Fillmore, but .

will retire fxrom the City of Santa Paula s0 far as local exchangé

vusiness is involved. The Pacific Company's toll lines, however,

will connect with the Santa Paula Company's exchange for long .dis-

tance comnections to oqtaide points.

The property to be sold to Santa Paula Home Telephéne Com=
pany will be all of The Pacific Company's local exchangevproperty
in Santa Paula excepiing such portiéne of it as may not Dde reqﬁired_
by Santa Paula Company. None of its long distance toll prgﬁerties -
will be included in the sale. As shown in the application, this.

Plan will involve,-

(1) The sale of property the original cost of which is.
not known, but of waich the present value, as fixed
by The Pacific Telcphone and Telegraph Company, is -
$27,845.58, for the sum of $25,400.00, and the con-
solidation of the two plants. - ‘

. The application of the present rate schedule of Santa
Paula Home Telephone Company to all subscribers of
the combined system upon the completion of the pro-
posed consolidation, this rate schedule to continue
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in effect for a sufficient time to enable the Com-

mission to determine the revenues and expenses re-

culting from such operation.
(3) The withdrawal of The Pacific Telephone and Tele-

graph Company from the local field except for long

distance toll service.

The present plant of Santa Paulq Home Telephone Company
is, for the most part, im a poor condition. In numerous places
throughout the city, particularly in thé{bﬁsiness section,.tempor-
ary construction has becn piaced by,sﬁringing wiree on knobs at-
tacked to the sides of its poles. Most of the subscribers' leads
are of open wire construction where “rees are troublesome and ﬁhere
cable construction should be employe@; In the outlying sectiohs.
open wires have been placed on powgrfpoles and the p&wer conpany
has ordered their removal. Many ofiSanta Paula Company's poles
are in poor condition and must be taien down and replaced, and nmany
of the aubscribers' lines are now taﬁed beyond their normal cép-
aclty. The plant requires a generaJ overhauling and additional
plant should e provided not only to relieve the present overloaded
circuits but to take care of additio*al bua;ness as it may be_orfer-
ed. . _ | '

Representatives of the‘comﬁany have statéd thatrfofvsome‘
tine past s consolidation of the twoiplants hae been contemplated,
and that as their consolidation WOuld bring about the needed inm-
provements and also provide sufficient additional facilities for a
conaiderable future periocd, other action nes been deferred pending
the outcome of the contemplated consolidation. It is claimeduthat‘
the price for which it can purchase “he Pacific Cémpany'é‘property
and the cost of combirning the two will be approximetely the same
as it wouwld cost to purchase new ﬁatorlal from other sources and
pexform the necessary work to provzde:a similar plant. It is, or
course, obvious tkhat if the letter course were followed both com= -
panies would continue in competition for the business and the public

would continue to carry the double burden when one company could,
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perhaps, as well if not better serve the entire community.  If;
by consolidating the two systems, the cost of maintaining the pres-
ent duplication can be eliminated and if the public may be as well
gerved by one company, such course will work to the public benefit.

With reference to the value of the property which The
Pacific Telepkone and Telegraph Company proposes 1o dispoée éf to
Santa Paula Home Telephone Company and to its value to the Santa |
Paula Company after the consoelicdatien: ‘ |

An iaventory snd appraisal of this property fixing its
present value at $27,845.58 has been filed with the applicaxion and
designated as "Applicants Exhidbit B". I+ has been estimated that
the cost of comstruction and plant reairangement necessary to conm=-
bine the two systems will amount to approximately $1875.00. The
pelling price of the property is fixed at $256,400.00; tbus, with
the addition to th;é price of the estimated coet of the physical’
consolidation, $1875.00, Sazta Paula Company would aéquire property
claimed to be valued at $27,845.58 for $27,275.00. Plans have o
also becn drawn up showing in detaill the work which it is proposed
+o do to corbine the two plants a8 exbodied in the estimate of |
$1875.00. Testimony was introduced st the hearing of this.appli-
cation to the effect thet after the plants have been combined there
will remsin about ten per cent of the present property which Santa
Paula Company proposes to acquire which will not be in use. A
survey of the territory and an examination of thege plans by tﬁe

Commipsion's engineers indicates, however, that there will be very

considerably more than this percentage of the comdined plants which,

in all probability, will remain idle for a considerable period, |
even allowing for future growth of business; and it is quite prob—
zble 4skhat if a valuat;on were being made for rate Tixing purposee.
a conaiderable portion of its value would be dasallowed.

Tee Pacific Company's plant, however, is in general in

very good condition and it is so arranged and of such character




that, aside from the fact that it will provide more plant than Saﬁta |
faula Company will require for prcsent needs, it can without'quea-
tion utilize the remzining portions to advantage at once. - Thé
reasonzbleness of rates is not directly at issue In this proceeding,
and since the valuation of the property which it is desired to sell
and consolidate with Santa Paula Company's present sysiem appeafs
to call for mo particular objection aside from the matters to which
attention has been directed, and since the value of the property
which that company mow owns will be very materially affected by the
consolidation, and it appearing to the Cormission after iﬁvestiga-
tion that the price %o be paid for the property'is not gfeatly‘dis-
proporiionate to the value thereofl, it does not seem essential at
this particular {ime to pass upon the value of this property. Wé
shall then next consider the probadle effect of applying the pres-
ent rate scﬁedules of Santa Paula Ebme‘Ielephone Company to all sub-
écribers of the combined systexz and to that company's policy with
reference to its future operation under those or other rates.

The preseat rate achedules of Santa Paula Home Telephone
Company oand those of The Pacific Telephone and Telegraph Compsny are
the same for similar classes of service except that Santa Paula Com-
paﬁy's schedules provide rates which are 252 per month higher than
The Pacific Company's rates if subscriders fail to pay thelr billﬁ
on or hefore the tenth day of the month for which bil;s are render-
ed. 1f payzent is made by the tenth of the month, the raﬁes of
boﬁh companies are the sanme. The Pacific Company's schedule, hbw-
eTer, provides a rate fbr four (4) party residence service; while
Santa Pauls Company's sdhedule quotes no rate for reaideﬁcevaervice
lower than for two (2) party, and the latter rate is 25¢ per month

higher than The Pacific Company's four {4) party rate. The effect

of applying Santa Paula Company's schedﬁle would be to discontinue -

four (4) party residence service and to require all patrons now
naving tnhis class of service to take a higher class of service at

an advanced rate or %o discontinue their‘servicc ontirely. In=
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stead of permitting this change, I believe that patrons should be

allomed the option of rotaining tﬁm preaont four-party aox;vid‘a' ir
they prefer it and that the same class of service should also be
availadble to any new patrons who may desire it. Theré are also-
¢certain present patrons of The Pacifié CQmpany who are néw ﬁayingv-
rates for suburban service which are lower then tae rates paid‘by
other patrons of The Pacific Company fof similar service. This
is, of course, a discrimination dut one which has deen pérmitted to
continue pending future determination by the Commission with rerer-
ence to the proper disposition of deviations and exceptiopsvfrom
putlished rates. There appears to ve no good reason}'howevqr,'at 
this time why Sants Paula Home Telephone Company.'if permitted‘to '
purchase tais properiy, should not charge all supurban subscribers
of the consolidated systen similar fates for similar servicc rathexr
then to require it to continue the diserimination. |
- Wita relerence %0 a possivle change of present rates after
consolidation, Paragraph XV of this applidation reads:
"That waen the two systems are combined, and

thereafter until at least sufficient time has elapsed

to enable thuis Commission to determine the revenue and

expense resulting from the operation of the consolidated

exchange, it is proposed to continue in effect the sched-

ule of rates now charged by Sants Paula Home Telephone.

Company and on file with ixis Commission, applying said:

schedule to all subsecribers to the comhined‘service."
The inference is plain that having acqﬁir§d a‘monopoly'§f”thé‘buai-
negs the company's intention is to scek"tdlincreasewfhé fétes,\al—
thoughn it is doudtful whether 1t would do 8o in the face of compe-~
tition. It is also admitted by this company that if, after the
consolidation, the'preaeht rates will not afford the'return_to which
{4 may reasonably be entitled, it will apply %o tne Commission for .
suthorization to increase them.

| With reference to the withdrawal of Thé.Pacific Cgmpany's |

local exchange service from this territoxy, there‘appears‘to be no

objection on the part of the public, provided no unreasonable rape

alterations will follow. On the otuer hand, the present patrons
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of Santa Paula Compaﬁy who are not also patrohs of‘The Pacific Com-
pany would have access to the entire toll system of The Pacific
Company, whereas at the present time their access to toll service
is limited to points which con be reached over the system of the
United States Long Distance Telephoﬁe and Télegraph Company within
certain southern portions of California, énd the present patxoﬁs'

of The Pacific Company who are not also patrons of Santa Pauié,Com—
pany will gain access 1o all'points on the lines of the Unite&'
States Long Distance Company to which Thé PacificVCompany'a‘tbll
lines may not now extend. Further, as the service or~the tnite4
States Long Distance Company will also be céntihued all bafrohﬁ"
of the consolxdated system Wwho may desire connection with any
point whxch is reacked by the toll lxnes of both long distance com=
paniea may have the option of using either company' s service.. Thua.
the only consideration of interest to the general public ogithis

territory on which objection may be based will de with reference to

the rates which it may e requiréd to pay following the conso;ida-7

tion.

The Commission, of course,‘should very carefully consider
on the one hand whether public utilities of this character should
be permitted to merge when it is gpparent that rate increéaes may
result, and on the other hand whether the fact that rate inéreaaea
may result will be sufficient Justification, in view of all of the
circumétances, for denying authority %o merge.

Santa Paula Home Telephone Company has stated that under
the present rateg it wil; be in a positioﬁ to barry on the business
and pay interest on the nole which‘it proposes to give tq‘Thé Pa-
cific Telephone and Teiegraph Company in poyment for the property..
Attention has also been directed io the probability that, in the
event of a valuation of the cownany'ﬂ proparity being made for rate
fixing purposes, a portion of the value of the purchased property

may be excluded. It is obvious that since a consolidation_of the




two plants will involve changes in the present plants, thereby ne-

cessitating a complete revaluation after consolidation, any@bubse-
quent action which may arise involving ;he réasonableﬁesa of rates
can be considered oaly on its merits and entirely withoﬁt referénce
to the present proceeding. 'Aside from o conside:atidn of fates,
which, under the conditions, cannot be determined at this time, it
is apparent that a consolidation in this case will be to thé ﬁene-
fit of the pudblic. Accordingly, and in view of the circumstances

herein referred to, the follewing order is submitted.

ORDER
~ Application haviag been made by Santa Paula Home Telephoﬁq
Company for authority of this Commission to purchése certain propér-
ty of The Pacific Telephone and Telegraph Company located in and in
the vicinity of the City of Santa Paula, Tentura County, California;
to iésue its note in the sum of $25,400.00;wit5‘idﬁereat at the rate
of six per cent per annum, in payment thereol, and to apply its pres-
ent schedule Qf rates 1o all subscriders when the two systems shall
have been combined; and application having been made by The Paéific
Telephone and Telegraﬁh Company for authority of this Commission to
sell certain of its property located in and in thé vicinity of'thé‘
City of Santa Pauls, Ventura County, California, to Santa Paula'ﬁéme
Teleyhone Company; and a hearing having been held and the COmniasion
having been fully apprised in the premises; énd it appearing thgt
the public interest will be served by granting the application; and
4 appearing further to the Commission that the purposes for which'
the said note is to be issued are for the payment of expenditures
which are not reasonadbly chargeadle in whoi? or in part to operat-
ing expenses or to incone,
IT IS EEREBY ORDERED as followa:
That Santa Poula Home Telephone Company be and it 1s here~-

vy permitted to purchase certain property of The Pacific Telephone
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and Telegrapn Company located in and in the vicinity of ihe City

of Santa Paula, Ventura County, Californis, as described and set
forth in an inventory and appralsal which is attached to the appli-
cation herein and designated as Exhibit "B", for the sum of .

* $25,400. 00. |

m&t S&ﬂta pauia Yome Telephone Company be and it is here-
by permitted to issue 1ts wo year note in the sum of 325,400.00.
boearing in@erest at the rate §:‘ six per cent per a.nnum.‘ o The Pa-
ciflic Telephone and Telegraph Company im payment for the sale of
the property herein referred t0; said note may be issued'undeé the
following conditions and not otherwise, towit: |
(1) Tue authority herein granted to issue said note
shall apply only to such note as may be issued
on or before Marchk 1, 1516. ‘
Santa Pauls Home Telephone Compeny shall file
with this Commission within thirty days after
the note herein suthorized has deen issued a
statement setting forth the note issued under
the auvtbority hereinvgranted.
This order shall not be effective in so far as
it suthorizes o note issue until Sante Paula -
Home Telephone Company shall have pald the fee
prescrived by S ection 57 of the Pudlic Utili-
ties Act. ’ - - g
That Santa Paula Home Te1e§hone Company be and it is here-
by directed, when the systems of voth the applicants herein shall
have becen consolidated, as set forth in this application, to apply
to all subseriders to the consolidated systen, pendins'the-further\
order of this Commission, its schedules of rates now on file with

+he Commission, as follows:

RUSINESS RESIDENCE

1 party $ 2.75
2 paxrty ‘ 2.25
Suburban 4 to 10 party 2.75)
" 8 " 10 " 1,75)
tensions 1.00
mhe above rates, except extension telephones, are
subject to a discount of 20¢ if paid on or before
the tenth day of the nmonth. _

PROVITED that those present subscribders of The Pacific
Telephone and Telegraph Company who now are provided with Hur-
paxrty residence gervice may, if they so elect, be provided by Santa

L
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Paula Home Telephone Company with similar service and at the same

rate now paid by them to The Pacific Telephdhe and Telegraph Comja.ny'

for their present service.

AND PROVIIED FURTHER that the said rate schedule of Santa
Paula Home Telephone Company 3hall be so revised and refiled with
this Commission,within thirty days from the date upon which it ahéll
take over the present business of The Pacific Company, to provide for‘
a rate for fou*-party reaidence service a3 hereinabove provxded.

AND IT IS EEREBY FURTHER ORDERED that The Pacific Telefhone
and Telegraph Company be and it is herevy permltted to convey %o
Santa Paula Home Telephone Company its propertiy as hereinabove prb-
vided for.

AND IT IS HEREBY FURTHER PROVIDED that the amount herein-
above suthorized 4o be paid by Santa Pauls Home Telephone Company for
the transfer to it by The Pacific Telephone and Telegraph Company
ahall not be taken by this Commissjion or other authority a8 repre-
‘senting the value for rate making or other purposes of the prope;ty
herein authorized to be 30ld and transferred.

‘This order to be and become effective upon its approval;

The foregoing opinion and order,dre hereby approved and
ordered filed as the opiniocn and order of the Railréad Commission
of the State of Califoraia. |

Dated at San Francisco, California, thza;afibé.dmy of

January, 1916.

AR TATE P STy

Commissioners.




