
BEFORE r.HE RAILROAD COMMISSION OF THE STAT.E OF CALIFORNIA Cj 

In the matte: of the application of 
Santa Paula Rome Telephone Comp~ 
tor authorization to purchase certain 
p:operty 0-: 1'he Pacific Telephone and" 
Telegraph Company located in ~d in 
the vicinity ot the City ot Santa Paul~; 
to issue its note in :p~e::.t thereof. 
and to a.pply its present echedulc or . 
rates to all subscribers when the two 
systems shall have been combined; and 
of The Pacific Telephone and Telegrap~ 
Co~any tor authorization to sell cer­
,tain of its property located in and in 

) Application No. 1655. 

the vicinity of the City or Santa Paula 
to Santa Pau.ltLHo::ne Telephone CO%pany. 

~ 
~ 

l 
A. R. Blanchard, for So.nta. Paulo. Home Teleph.one Company. 

J. ~. Shaw, tor The Pacific Telephone ~d Telegraph 
Company. 

W .. C. Sr!Yder, .City Attorney, for the City of Santa Pa.ula.. 

GORDON, Commissioner. 

OPINION' 

The applicants in this proceeding are publio utility oor­

:pora.tione owning and operating telephone syetemsin the City of 

Santa Paul~, Ventura County, California, and vicinity. the two 

corporations are competitors in business, each system having been 

in operation be!o:c the Railroad Commission aoquired jurisdiotion. 

santa. Pa.ula Ho:c.e Telephone Company wa.s organized during the' yea:r 

1905,a!ter The Pacific Telephone and Telegra.ph Company ha.d already 

been ~perating in the te=ritory, and since its organization has se-

cured the greater part of the lOCAl patronage. It appearstha.t 

The Pacific Telephone and Telegraph. Company is now operating a.t a 

lOBO in this !ield,and a. tentative agreement having been reached 

betvleen i t.and· Sa.nta Paulo. Home Telephone Company, this application. 

has been drawn 'up 'by both pa.rties seeking the authorization o·f. the 

Railroad Commission for the sale of.The Pacifio Company's' looal 
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system and the consolida.tion 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 other Pac1!ic coast states. Its Santa 
with 

Pa.ula exchange is connected/its long distance toll syetem to pro-

vide long distance connections to outside pointe. Santa. Paula. 

Home Telephone Company does not operate exchanges in other cities, 

but ,has lines extending from Santa. Pa.ula. to the town of Saticoy and ' 

to or near the town of Fillmore. ~he Pncific Company operates ex-

changes at Saticoy and Fillmore and under the terms ot the proposed 

B~e Santa Paula Home ~olephone Company will continue to serve ite 

,present :patrons at these places, but will not take on other patrons. 
In other words, 1te operations, except &s to present business, will 

be con~ined to the City of Santa Paula and vicinity. The Paci:f'ic 

Company will take care of all of its present business and such ad­

ditional business ae may be offered at Saticoy and Fillmore, but 

will retire from the City of Santa Paula so far as local excbange 

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

will connect wi~h the Santa Paula Company's exchange for long.dis-

tance connections to outside pointe. 

The property to be sold to Santa Paula Home Telephone Com-, 

pany will be all of The Pacific Company's local exchange property 

in Santa. Pa.ula excepting such portions of it as may not be required 

by Santa Paula Company. None of its long distance toll properties 

will be include~ in the sale. As shown in the application. this. 

plan will involve.-

(1) 

(2) 

The sale or property the original cost of which is. 
not known, but of which the present value, as fixed 
by The Pacific Telephone and Teleeraph Company. 1s 
$27.845.58, for tne e~ of $25.400.00, and the con­
solidation of the two plants. 

The a.pplication of the present rate schedule of Santa. 
Paula. Home Telephone Compa.ny to all subscribers of 
the combined system upon the, completion of the pro­
posed consolidation. this ra.t.e Gchedule to continue 



in effect for a sufficient time to enable the Com­
mission to dete~ine the revenues and expenses re­
o~lting from such operation. 

(3) The 'withdrawal of TAe Pacific Telephone and Tele­
eraph Company'from the local field except for long 
distance toll se~iee. 

The present pl~t of Santa Pnul~ Home Telephone Company 

is, for the most part, in 3. poor condition. In numerous 'places 

throughout the city, particularly in the business section, tempor­

ary construc~ion has been placed by ,stringing wires on knobs at-

tached to the sides of its poles. Most ot the suoscribers' leads 

are of open wire construction where ~reea are troublesome and where 

oo.blo oonstruotion should 'be c:nployo(l. In the outlying seotions, 
, 

open wires have been placed on power 'poles and the power company 

has ordered thei~ removal. Many ot':Ss.nta Paula. Company' 5 poles 

are in poor oondition and must be t~~en down and replaced. and many 

of the subsoribers' lines are now t~~ed beyond their nor.mal oap-
, ' 

acity. The pls.nt req~ires Do genera~l overhauling and additional 
, 

plant should be provided not only to 'relieve the present overloaded 
I 
I 

oircuits but to take oare of additiono.l business as it mo.y be otfer-

ed. 

Representa.tives of the' coml)a.ny have sta.ted that for Bome 

time past So consolidation of the two ';plants ha.s been contempla.ted, 

and that as their consolidation woulcl bring a.bout the needed im-
I 

provements and also provide Gu:f':f'i ciex~t a.ddi tional facilities for .8. 
I , 

consid.erable future period, other a.c1;ion has been de:f'erred pending 

the outeo:ce of the oontemplated oonscllidation. It is olaimed_ that 

the :prioe for which 1 t oan purohase ~~e Paoific Company's :pro:perty 

and the cost of combining the two VliJ~l be a.pproxima.tely the same 

as it would cost to purcha.se new mat~~ria.l from other sources and 

perform the nececoary work to provide; a similar plant. It 18 t of' 

course
t 

obvious that if the ls.tter co~rse were followed both com­

panies would continue in compcti tionfor the busin'eaa. and the public 
, 

would. continue to oarry the double b'U.rden when one company COUld, 
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perhaps, sos well if not better serve the entire community. If, 

by consoli~ating the two systems, the cost of maintaining the pres­

ent duplication can be eliminated ~d if the public m&y be as w~ll 

served by one company, such course will work to the public benefit. 

With reference to tne value of the property which The 

Pa.cific Telephone and. Telegra.ph Company proposes to dispose of to 

Santa. Paula Rome Telephone Company and to 1 ts value to the Santa 

Paula Company after the consolidation: 

An inventory and appraisal of this property fixing ita 

present v~ue at $27,845.58 has been filed with the application. and 

designa.ted as "APplicants Exhibit B". It haa been estimated that 

the cost of construction and plant rea.rrangement necessary to com­

bine the two systems will a:ount to approximately $1875.00. The 

selling price of the property is fixed at $25.400.00; thus. with 

the addition to this price of the estimated cost or the pby'8ical" 

consolida.tion, $1875.00, santa Pa.ula. Company would acquire property 

claimed to be valued at $27 p 845.58 for $27,275.00. Plane have 

s.l.ao been drawn up ahowi~g in detail the work which it is proposed 

to do to combine the two plants as embodied in the eatimate or 
$1875.00. TestimOny was introduced at the hearing of this appli· 

c~tion to the effect that .o.fter the plants ha.ve been combined there 
,. 

will remain about ten per cent of the present property which Santa.· 

Pa.ula Company proposes to acquire which will. not be in use. A 

survey of the territory and an examination of these plans by the 

Commission's engineers indicates. however, that ~ere will be very 

considerably more than this percentage of the combined plants which. 

in all probability. will rem&in idle for a considerable period, 

even,allowing for future growth of 'businesc; and it is Q,'llite pro'b-.. 
'I 

~ble t~at if a. valua.tion were being made for' rate fixing purposes, 

a coneiderable portion of its va.lue would 'be d.isa.llowed. 

The Pacific Company's plnnt, however. is in general in 

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



thst,~side fro~ the fact that it will provide more plant than Santa 

?aula Co~p~~ will require for present needs, it can without ques­

tion utilize the rem:::.inine portions to adva.nta.ge at once. ' The 

reason~bleness of rates is not directly at issue in this proceeding, 

and since the va.luation of the property which it is desired. to sell 

and consolidate with Santa Paula Company's present system appears 

to c~l !or no particular objection aside fro: the :a.tterz to which 

attention has been di~ected, and since the value of the property 

which ~~t company now owns will be very ~aterially affected by the 

consolidation, and it appearing to the Co~iesion after investiga­

tion that the price to '00 po.id for the property i.e not greatly din­

;pro;portion~te to the vo.lue thereof. it does not seem esa,entie.la.t . 

this particular time to pa.ss upon the va.lue of this property. We 

shall then next consider the probable effect of ap~lying the pres­

ent ra.te schedules o~ Sant~ PO;'J.la. Rome Tel'ephone Company to a.ll sub-· 

scribers of the cO::lbined syete:n and to tha.t company' B policy wi tll 

reference to its future operation under those or other rates. 

The present rate schedules of Santa Paul~ Ho~c Telephone 

CompM~' and those 01' The Pacific Telephone and Telegraph Company are 

the ca::nc for similar clasoeo of service except tha.t Santa Pa.ula Com­

pany's schedules provide rates which are 25¢ per ~onth higher thnn 

The Pacific Company's rateo if subscribers fail to pay their bills 

on or 'before the tenth day of the ::lonth for .which bills are rendel'" 

ed. If pay::lent is ma.de by the tenth of the month, the ra.tes of ! 

both companies are the same. The Pacific Company's schedule. how-

ever, provides a rate for fou~ (4) party residence service, while 

S~t~ Paula Comp~~'s schedule ~uotes no rate for residence service 

lower than !or two (2) pa.rty. and the la.tter rate is 25t pel" month 

hish,er than The Pac i fi e Compa..v t s four (4) party ra. te. The effce t 

of a.pplying Santa Paula. Co::,o..V'::; schedule would be to discontinue 

four (4) pa.rty reeidence service and' to require all patrone now 

ha.ving thi3 elace of service to take a higher cla.ss of service a.t 

a.n a.dvanced ra.te or to discontinue their service entirely. 1n-' 
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ate~d. o£ perm!.t.t1ng th1e) ch.anse, I "oeJ.1eve that p~trone should be 

allowed the o~tion of rota.i::'ling tho ;preoont 'f'ou.r-9o.rty IIorv1oe 1;(' 

tney ~Te!er it and that the s~e class of service should alao be 

available to any new patrone who may desire it. There a.re alISO· 

certain present pa.trons ot 'the Po.ci:f':i.c Company who al"G now paying 

rates tor subur~an service which are lower than the rates paid by 

other patrons ot The Pt1.cii'ic Compa.ny for similar service. This 

1S t of' course, a discri:::.ino.tion O\l.t 0:10 which ha.s been permitted to 

oontinue pending future deter.:ination by the COmQission with refer­

ence to the :prope::- disposi tion of devia.tions and exceptions from 

published rates. Tilere a~peD.r3 to be no good reason, however, a.t 

this time why Santa Paula Ro:::.e Telephone Company, if' permitted to 

purchAse this property, aho\l.ld not charge all Bu~urban subscribers 

or the consolidated system similar r~tes for similar service rather 

than to re~ire it to contin\l.e the discrimination. 

With reference to 0. possible change of present ra.tes after 

consolidation. Paragra~h XV o~ this application reads: 

"~at when the two systems are co~bined. and 
therea.fter until at least sufricient time has ela.psed 
to enable th1~ Commission to determine the revenue and 
expense resulting from. the opera.tion of the consolida.ted 
e7.cho.nge, it i3-, proposed. tocont1nue in eff'eetthesched­
ule o! rates now eharged by Sa.nts. P~ula. Home Telephone· . 
Co:npa::y and on file w1-:h this Commission, applyiI?-S,' aa.1d.' 
schedule to all subscribers to the eombined servl.ce." 

The inferenee is plain tha.t Mving aCQ,uireda. monopoly of' the busi­

ness the company's intontion 1:5 to seek toincrea,se the ra.tes, al­

though it is doubtfu.l whether it would d6 so in the'f'a.ce of' compe-

tition. It is alao a.dmitted by this company tha.t if, a.fter the 

oonsolida.tion, the 'present ra.tes will not o.1'foro.' the return to which 

it ~ay reasonably be entitle~, it will apply to the Commission ·for 

authoriza.tion to increase them. 

With reference to the withdrawal of The. Pa.cific Companyts 

local exchange service from this territory, there appears to be no 

objection on the pa::-t of the public, provided no unreasonable rate 

alterations will follow. On the other hand, the present patrons 



of Santa Paula Company who are not also patrons of The Pacifie Com­

pany would have access to the entire toll system of The Pacific 

Co~pany, Whe~e&8 at the present time their access to toll service 

is limited to pointe which c~ oereaehed over the system of the 

United Sta.tes Long Distance Telephone and. Telegraph Company within 

certa.in $out~ern :portions of California, and the present patrons. 

ot !he Pacific Company who are not also patrons of Santa Paula. Com-
, ' 

pa.ny will ga.in access to 0.11 points on the .lines of the United 

States Long Distance Company to which The Pa.cific Company's toll 

lines may not now extend.. Further. as the serV'ice or the United 

Sta.tes Long Distance Company vlillalso be continued,. all patrons 

of the consolidated ays'tem. who may des,ire c~onnect1on with any 

point which is rea.ched by the toll lines of both long distance C0121-

paniea may have the option of ns1ng either company's service. ''rhus, 

the only considera.tion of interest to the general public of this 

territory on which objeotion may be ba.sed will be wi'th·reference to 

the rates which 1 t may, be required to pay following the consoli,da-' 

tion. 

The Commission, of coursey should very carefully consider 

on the one hand whether public utilities of this character should 

be permitted to merge when it 13 apparent that rate increases may 

reault. and on the other hand whe'~her the :fact that rate increases 

may reault will be sufficient justification, in view of all of the 

c1re~stances, for denying authority to merge. 

Santa Paula Home Xelephone Company has stated that under . 
the present rates it will be in a pooition to carryon the business 

and pay interest on the note which it proposes to gi,ve to The Pa­

cific Telephone and Telegraph Comp&l.XlY. in ;pa.yment for the property. 

Attention haos also been directed. to the ,ro'bab1l:l.ty that, in the 

event of a valuation of the co:mpany's property being :!lade for rate 

!'i:dtlg purposea, ~ portion o! the value of the' purchased property 

may be excluded. It is obvious tha.t since a. consolida.tion of the 
" .... 
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two plants will 1nvol ve <:hanges· in the present plants, thereby ne­

cessitating a. complete revaluation a.fter oonsolidation, any,au'bse­

qaent action which m3y .'l.rise involving th.e rea.sona.bleness of rates 

cs.n be considered·o:lly on its !'lerits and enti!"ely without reference 

to ~e ;rese~t p!"oceeding. Aside rro~ a consideration of rates, 

which. under the conditiono. cannot be deter!'lined at this time, it 

is apparent that a conoo11dation in this case will be to the bene-

fit of the publie. Accordingly, a..."ld in view of the circTlmstances 

herein referred to, the folloTling order .13 suomi tted. 

ORDER 

~plica.tion having been .::la.de by Santa Paula Home ~elephone 

Com~any for authority of this CO=:13910:o to purchase certain proper­

ty of The P~cific Telephone ~d Telegraph Company located in and in 

the vicinity of the City of Santa. Pauls, Ventura County. Ca.lifornia; 

to issue its notc·in tb.e oum of $25.400.00,with interest a.t thers.te 

of six per cent per annum. in pa.yment thereof, and to apply its pres­

ent schedule of rates to all subscribers when the two systems shall 

have been combined; and application having been m~dcby The Pacific 

Telephone and. Telegraph Company for authority of this Commia.sion to 

sell certa.in of its property located in and in the vicinity o!·tb.e 

C1 ty of Santo. Pa.ula., Ven'tura. County, Cs.lifornie., to santa. Paula. liome 

Tele,hone Company; and a hearing having been held and the Commission 

having been fully apprised in the premises; and it a.ppearing that 

the public interest will be served by gra.nting the a.pplication; and 

it appearing further to the Co:m::.issio:l tha.t the purposes for which 

tne said note is to be issued are !or·t~e payment of expenditures 

which a.re not rea.sonably chargeable in wholi~ or in pa.rt to operat-

ing expenses or to income, 

IT IS BEREBY ORDERED as follows: 

Tha.t Santa. PQ.ul·s, HOl:lle Telephone Company be and it is here­

, by permitted to purchase oerts,in property of The Pacific Telephone 
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and Telegraph' Company loca.ted in and in the vi cin1 ty of the City 

of Santa. Paula., Ventura. County, California, as described and set 

forth in an inventory and appraisal w~ich is attached to the appli­

cation herein and designated as Exhibit "EM, for the sum of 

$25.400.00. 

That SMta ~auia ~om~ Telephone Company bo and it 18 h~re­
by per~tted to 18e~e 1te two year note in the sum of $25,400.00. 
bearing in1?erost a.t tho rato of: siX per oent per annum, t.o The Pa­

cific Telepho~e and Telegraph Com~any in payment for the sale ¢~ 

the property herein referred to; said note may be issued under the 

following conditione and not otherwise. towit: 

(1) TAe authority herein granted to iseue said note 
shall a.pply only'to Buch note o.s :lay 'be issued 
on or before M~rch 1, 1915. 

(2) Santa Pa.ula Rome 'J:elephone Company shall file 
with this Commission within thirty days a.fter 
the note herein auth.orized. ha.s been issued a . 
statement setting for~ the note issued under 
the authority herein granted. 

(3) ~his order 3h~11 not be effective in so far as 
it authorizes ~ note issue until. santa. Paula. 
RO::le,'!elep'hono COtl.ps.ny shall have paid, the fee 
prescribed by Section 57 of the Publlc Utili­
ties Act. ' 

The. t San tao Ps,ula Rome Telephone Compo.%lY be and it 18 here­

by ,di::-ecteti; when the ayste::l3 ot: both the a.pplicants herein shall 

ha.ve been consolid.a.ted, 0.0 set forth in this applica.tion, to apply 

t~ all subscribers to the consolida.ted. system. pend1ngthe further 
. , 

order of this cocmission, its schedules of rates now on file with 

tbe Commission, $.0 follows: 

BUSINESS RESIDENCE 

1 party $ 2~75 $ 1.75 
2 party 2.25 1.50 
Suburban 4. to 10 :porty 2.75) 2.75) 

" 8 u 10" 1.75) 1.75} 
Exte:lsions 1.00.50 
The above ra.tes. except extension telephones. are 
subject to a. discount of 25% if pa,id on or before 
the tenth day of the tl.onth. 
PROVIDED tha.t ~oae present subscribers of The P~ci!ic 

Telephone and Teleeraph Comp~~ who now ~re provided with.~ur­

party residence service ~~, if ~ey 80 elect, be provided by Santa 



Paula Ho~e Telephone Co~p~~y with similar service and at the same 

rate now paid by them to The Paci~ic Telephone and xelegraph Company" 

for their present service. 

AND PROVIDED FU3T.HER tnat the said rate schedule of Santa 

Paula Hoce Telephone Company shall be so revised and refiled with 

this Commission. wi thin t..~irtY days from the da.te upon whi'ch 1 t shall 

take over the present business of The Pacific Company, to provide for 

a rate for four~party residence service as hereinabove provided. 

AND IT IS HEREBY FURTHER ORDERED that ~~e Pacific Telephone 

and Telegraph Company be and it is hereby per.nitted to convey to 

Santa Paula Home Telephone Company its property as hereinabove pro~ 

vided for. 

AND IT IS BERE:BY FURTHER PROVIDED ·that the amount herein­

above authorized to be paid by santa P~ula Home Telephone Company for 

the transfer to it by The PaCific: Telephone and Telegra.ph Company 

sha.ll not 'be taken by this CommiSSion or other s;I;.1,t..llo;oity a.e repre­

senting the value for rate ~ing or other :purposes of the property 

herein authorized to be 30ld and transferred. 

This order to be and beco~e effective upon ita approval. 

The foregoing opinion and order are hereby approved and , 

ordered filed as the opinion and order of the Railroad Commission 

of the State 0: California. 

Dated ~t San Francisco, California. this~d)~_d~ of 

January, 1916. 

. . ~I"'''"..o""" ""'~ ~ I 

Commissioners. ' 


