
Deoision NO. ___ ~ ___ _ 

BEFORE TEE RAI:tROAD COMMISSION OF THE STATE OF CALIFORNU. 

--.... _-
In the Matter of the Application ) 
of VALLEY TELEPHOEE COMP~TY, a ) 
corporation, for authority to ) 
issue stook and to retc.nd certs,in ) 
obligations. } 

Applicat10n No. 1849 

Baines & Haines, by A. Raines, for applioant. 

BY TEE COMMISSION. 

OPINION '*""l1lI' ______ _ 

This is an e.~p11cation of Valley Telephone Company, 

operating in Imperial Valley, Impdrisl County, for ,authority to 

issue forty sh~es of stock l~d to renew two promissory notes in 

the total princ1paJ. sum of $:2,500.00 •. 

Applioant was incorporated under thelawa of the 
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State of California on March 2. 1912. Its a.uthori~~ed oapita.l stock 

• 

is fixed at $25,000.00, bein/~ 250 shares of the par value of $100. 

per ahare. Of this smount 196 shares are now reported as outetand-

ing. 

About the time of its incorpora.tion, applioant acquired 

the telephone properties of East Side Telephone Company for 94 



shares of stock e.nd of Wa.ter Company No.7, for 72 shares ot etock. 

It is alleged that the 166 shares of stock so 1ssued were subsorib-

ed for prior to Karch _~3t 1912, the effective date of tll'e ia.bli0 

utilities Act. It is of reoord, however, that the oertifioates. 

for said stook were not written out and delivered until April 10, 

1912. 
In addition to the aboTe stook applioant has issued 

a total of 30 shares at various dates from September 5, 1912, to 

]ecember 15, 1914, without authority from the Commission. In its 

applioation the Company asks for authority to issue new certificates 

in lieu of these 30 shares which were illegally issued. As regards 

the l66 shares of stock, subscribed for prior to March 23, 1912, 

but actually issued on April 10, 1912, applicant takes the ~os1tion 

that the Commission's authorization is not necessary, as the rights 

and liabilities of these stockholae~s bee~e ve9tea ~~ior to the, 
etfect1've d.ate of· the Po.bli0 Utilit1es Act. In support o~ 1te 

oontent1on,~pp~1oan~ has submitted a brief oiting s nnmber o~ po~ts 

and authorities. These authorities do not, however, in our opinion, 

preclude the applioation of Section 52 of the Publi0 Utilities Aot, 

Which requires that no stook or stook oertifioate shall beiseued" 

by a :publio utility without the authoriza.tion of the Oommission. 
The mere fact that a person hes subsoribed for stock prior to the 

effective date of the ~bliO utilities Aot, does not. by this ~act 
alone, entitle hXm to a stook certificate Without the authorization 
of the OommisSion. As the issue of 166 shares by Valley Telephone 

CompaDy was made subsequent to the effective date of the ~b1io 
utilities Act, we are of the opinion that such issue of stock certi-
fioates was void. We shall recommend, however, that applicant be 

a.llowed to issue 166 shares of stock in lieu of the stock issued 

without the Commission f s consent. 
Applioant has also asked for authority to issue 10 

shares of stook to be sold from time to time to parties liVing off 

the present lines who desire servioe. It has been the Company's 



oustom to construct lines tor suoh psrtiee provided they beoome 

stookholders. 
In addition to requesting authority to issue stook 

applicant desires to renew two notes for So period or periods not 

exoeeding 18 months in the aggregate. 

These notes are as fo110ws:-

One note in tl:.e principal sum of $1,500.00 dated 

February 19, 1915, due August 19, 1915, payable to Farmers & Mer-

ohants Bank of Imperial end bearing interest at the ra.te of 10% 

per aml'llm. 

One note in the principal sum of $1,000.00 dated 
" 

January 8, 1915, due Jn1y 8, 1915, payable to Farmers & Meroh8nta 

Bank of Imperial, bearing interest at the rate of 10% per annum. 

Appl1oa.nt states that the proceeds from these notes were u8,ed in 

extensions and improvements to 1 ts system. (/ 
In oonneotion with this application the Engineering 

Department of the Commission has made a valuation of applioant's 

property in whioh it finds a. reproduction cost, less depreciation, 

of $25,028.64. 
After a consideration of the evidence submitted b7 

applicant, we are of the opinion that its applioation should be 

granted to the extent hel'eina.:fter set forth .. 

ORDER 
..w_~"'_ 

VALLEY TELEPR01~ COMPANY having applied to this 

Commission tor authority to issue 40 shares o~ stock of the par 

value of ~~OO .. per sbare, and,to issue two promissory notes 1n 

the total principal S'CIll of $2500.00 a.s hereinbefo;re set forth, and 

a hearing havillg been held., ,and. it appearing to this CommiSSion 

that applicant's request is reasonable and should be granted, and 

that the purposes for whioh it is proposed to issue said stock and 
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notes are not in whole or in part reasonably ohargeable to operat1Dg 

expenses or to 1ncome; 

I~ IS HEP2EY ORDERED that Valley ~elephone Company 
" ,I 

be and it is hereb;y authorized to issue 206 shares of stock of the 

par value of $100.06'per share. 
,-

IT IS HEREBY FURr.EER ORDERED that Valley Telephone 

Company be and it is hereby authorized to issue a promissory note 

in the principal sum of $1500.00, bearing interest at not to e~ 

ceed ten per cent per annum, to renew a similar note dated 

February 19, 1915, due August 19, 1915, and payable to Farmeraand 

Merohants "Bank of ~erial. 

IT IS HEREBY FURTHER ORDERED that Valley Telephone 

Company be and it is hereby 'authorized to issue a pr~m1ssory note 

in the principal sue of $1,000.00, bearing tntereet at not to ex-
ceed ten per cent per annum to renew a similar note dated January a, 
1915, due July a, 1915, and payable to Farmers and Merchants Bank 

of Imperial. 
T.he authority herein granted Valley Telephone Com-

pany to issue stock and to issue notes, is granted upon the follow-

ing conditions and not otherwise: 

l.-Tbe stock herein authorized to be issued 

shall be issued for the following purposes 

onl;y:-
(a)-196 shares to be issued in lieu of 

a like number of shares issued without 

authority from this Commission~ 

(b)-~en shares to be sold to subscribers and 

the proceeds used in construction o~ ex-

tensions to applicant's system. 

2.-The stock herein authorized to be sold for cash 
shall be issued so as to net applicant not lese 

than its par value of $100.00 per share. 

3.-When the 196 shares of stock hereto·fore issued 
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Without the consent of this Co~ss10n have 

been retired., they shall be retul~ned to a.ppli-
oant's treasury and cancelled. 

4.-The notes herein authorized to bo issued may 

be 1ssued for a term not exoeeding eighteen 

months. If a.pplioant so des 1rElI~ it may 1ssue 
I 

ei ther or both of said notas for a. teX'm,:less 

than e1ghteerJ. months and renew s:a.id not~s trom 

ttme to time provided that the combined periods 
of any note so issued and. 1ts renewals are not , 

in exoess of e1ghteen months. 

5.-Valley Telephone Company shall keep separate, 

true and accurate aocounts ehov.d,ng the receipt 

and ap)?lication in detail of the; prooeeds o~ 

the sale of the stook and notes herein autho-

rized to be issued; and on or b~~tore the twenty-

fifth clay of each month the Coml~any shall m,ue 

ver1fied reports to the Commise:Lon stating the 

sale or sales of said stock,and notes during 

the preced.ing month, the terms 19.1ld oondi tiona 

of the sale, the moneys reeJ.1ze,1l therefrom, and 

the uSe and applioation of such moneys, all 1n 
accordance with this Commiss10n:' s General OrdeX' 

No. 24. which order, in eo far ;as applicable is 

made a pnrt of this order. 

6.-~he 8uthori ty herein granted ap:p11cant to 
issue notes shall not become effective until 

applicant shall have paid the tee presoribed 

by the ~blic Utilities Aot as amended. 

s. 



1.-~e authority herein granted shall app17 
" Only to such stock or notes 1saued on or 

before December 31, 1916. 

Dated at San F:rsmc1soo, California, this:l.2~1 

of Maroh, 1916. 
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Comm1 sa10ner8. 
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