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Decision No. 
42535 

BEFO~E THE PUBLIC UTILITIES CO~~ISS!ON OF TiE STATE OF CALIFOFNIA 

) 
· · ) 
· · ) 

In the Matter of the Application of 
E. 7. Knapp and Alden C. Knapp~ a co­
partnership, E. F. Knapp, an indi­
vidual~ ~nd Sanger Tel~phon~ Company, 
a co~porationJ. fOT an Order of the 
Co~i:sion: (a) authorizin$ H. F. 
YJl~pp and Alden C. Knapp, a co-part- ) 
ncrsh.i!J, one. H. F. Knapp, a."l indi- : 
vidual, to sell to Sanger Telephone ) 
Comp~~y the properties owned by them . 
and consisting of the Sanger Telephone ) 
Exch~~ge System; (b) authorizing seid . 
H. F. Kr~app and Alden C. Kn~pp~ a co- ) 
partncr~hip, and E. F. Knapp, an in- . 
dividu~l, to withdraw from the public ) 
utility telephone ~usincss in zaid : 
Sanger Telephone F~change; (c) authori- ) 
zing Sanger Telephone Company to pur- : 
chose S~g0r Telephone t~chan8e System ) 
pr.op~~ties ~~d to cnza00 in the public : 
utility tol~phone b1;.sir..css in the ) 
Sc.ngcr Telephone:: Excha.'"lgc; Cd) authori- : 
zing S~gcr Tzlephonc Company to issue ) 
shares of its $100 Par V~luc Com~on : 
Stock in ~~ amount c~ual to the net ) 
oook voluc of s~id properties ~d to • 
i3~ue 500 sh~res of its C~~ulative ?rc- ) 
fcrred Stoel.:, $100 Per Value, 5~% Series; : 
(0) authorizing Sanger Telephone Company). 
to borrow $200~OOO on 8. long term loan : 
ond to execute a :lortgo.ge upon all of its ) 
property to ::',CCUrC s:J.id inc.cbtedn~ss. : 

-~----~-~--------~--~--) 

Marzhall IS.:.. TavloT) for l~pplicants. 

@/ l ;~;" r ".,., /1' f ;-:-:-: I I , i iJ r; r·· . 
• J i! ,; lj' I' ",/1 i":'(': /- :1 

-.... I) I 1"1/:' , "";:;"';;J /t'l, ,~r If . 
"'u~~~ 

Application 
,No. :30000 

In thiz o.ppl1catlon, H. F. KnaYJp and Alden C. Kna,p, a 

co-pal"tnr.::rship, and 11. F. Kru .. pp" nn i~ldi v1dual~ hereinafter some­

times referred to as V~ndors, ~zk permission to sell anc convey 

their telephone, properties operated ~~der the nncc of Sanger Tele­

phone Comp~y to Sanger Telephone Company, a cor?oration~ hereafter 

-1 



A.30000 p.2 • 

sometimas rC~0rrcd to as the Corpor~tion. Tne Corporation azkz 

pcr.mission to acquire s~id propcrtics l to azsume all the liabili­

ties of the partn~rship except the liability of the partner~ for 

income taxes, to iszuc comnon stock in paym~t for the properties 

in a~ ~~ount c~ual to the net worth of Vendors' propertiez at the 

time of thoir tr~~~fer1 to i~sue and sell for the purposes here­

after stated $50,000 par yal'.lc of 5-1/4% cu.~ule.tive preferred stock, 

and cxecutr a $200,000 lo~~ agreement, issue notes and execute a 

mOl'tgagr-o. 

H. F. Krmpp and Ald.en C. Knapp, as a co-partnership, 

doing ouzincss under the fictitious name and style of "Sanger Tele­

phone Comp:my", o'Wn :md operate a telephone zystem in the City of 

Sanger ond terri tory cO!ltig'Uo'Us thereto. All of t..'lJ.e tcl(~phone 

properties except the real property used in said bUSiness, are 

owned by the co-partnership. The real property .is owned by H. F. 

Xnapp as an individual. 

Vendors as of December .:31, '"19AS, !'oport 2.sscts and 

liabiliti~s as follow:::: 

Assets 

Telephone plant and e~uipmcnt 
Securities 
Ca.sh 
Jue from customers and agents 
Acc'ount: rcceiv~.ble 
Material and supplies 

Totel a.ssets 
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$226,604.72 
.' 8,558.25 

8,,946·.25 
1,318 .. 96 

242.99 
16,458.32 

$262.129.49 
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Li~bilities 

P~opriet~ry account 
H ... F. Knapp 
Alden C. Knapp 

Notes payable 
Acco~~ts payable 
TaX0S accrued 
Interost accrued 
Depreciation reserve 
Other deferred credits 
Contributions of telephone plant 

Total liabilities 

$178,118.23 

28, 000.00 
2,920.19 
.3,216.26 

400.83 
4'3 , 149.03 

290 .. 35 
6,034.60 

@~6~.129 .. 42 

For the ye~r 194$, Vendo=s report op~rating revenues of 

$90,515.2.3 and inco~c available for interest, dividends and sur­

l)lu: :i..n the a.'llou.""l.t of.' $8,555.57. In arri vine; at said income, 

Vondorz included in oI'er~ting ezpenscz $6,$72 for depreciation. 

The rGcord ~b.cW"s tha.t Veneors have 1,912 stations on 

their tcl~phonc sy~tQ~ ~~d hold l42 applications for telephone 

:Jcrvicc. On J.:m.uD.rjl' 1., 1945.. they served 969 tole.phone stations .. 

They have found it necessary to enlarge theirt~lephone pl~t, and 

intend to install a one-thous~~d line autonatic central office 

oquipment. Their ilctual construction cxpcndit'..lres for 1940 and 

their estimated construction expenditures for 1949 and 1950 are 

reported a~ follo~s: 

Item 
Buildings 
C. O. Eq1.lipment 
Station EQuipm.p.nt 
Outside Plant 
Wiring Gain 

Total Pl,mt 

194$ 
Actual 

1949 &: 50'~(o 
Estimnted 

$ 14",000.00 
160,000 .. 00 

25,.000 .. 00 
53,400.00 
1,670.00 • 

$254,070.00 

·;:·Includes expend:!. tures for contro.l 0 ffice equipm.ent 
only for 1950. 

Vendors arc not in a position to finance the construc­

tion program out of their personal resources. As of December 31, 
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1948, they had an investment of $178, 11e.23 in the telephone . 
propcrtic~. On the basis that their business would be incorporated, 

they huve ncgoti~ted a tentative $200,000 ~oan agreement with 

P~cific Mutual Life Insurance Company. They hove caused to be 

orgc.tlizccl under the laws of California a corporation 1m-own as S~3er 

TGlcphonc Co~pany. The Corporation has an authorized stock issue of 

4, 000 shares of the par value of $100 each. One thous~d shares 

con:ict of cumulative pr8fcrr~d stock, and ),000 shares of common 

stock. The first s~riez of the cumulative preferred stock is to 

consist of 500 shares, and bea,r cUl'Jlulative diVidends at the rate of 

5-1/4% per :mnum. Upon eiving proper notice" the 500 shares of 

preferred stock a~c redcem2.blc :- 't D, rl"demption p ri,c'o 0 f $105 per. 

sha~c ~1d nccrucd dividends if the rcde~ption is effected on or 

before Jnnuilry 1" 195/+" :...nd o.t $100 a sh~r0 if the redemption is 

effected thereafter. In this application, the Corporation asks 

permi:3sion to issue c..nd. sell 500 shares of its cumulative 5-1/4% 

preferred stock. The zhzr0~ will be zold through the Corporationt~ 

org,:.nization without tho pnyment of any co:r.mizsions. 

To obtain addj. tio:lol funds with which to cO-rry forward 

the Corpor~tionfs const~ction p!'ogr~, it asks PCr.mis3ion to enter 

into a loan agreement with the Pacific Mutun1 Life Inzurancc Com-' 

pa."1Y, 1l."1dcr the tcrms of wbich the insurance compmy w:i.11 advance to 

oIoi,p Corporation from time to time and on or '.:>eforc .june 30, 1951, 

not exceeding $200,000. Subject to the te~s of the loon agreement, 

Exhibit itDTI, and mortgage" E:dlibit "D" to the loan agreement, tl'lc 

Corporation can borrow $50,,000 on or ~eforc Februcry 28, 1949, ~~d 

the rcmai~ing $150,,000 at one time o~ from time to time in blocks 

of not less than $25,,000, or multiples thereof" on or before June 

30" 1951. The loanz made by the Corporation will,be evidenced by a 
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· note or notes bearing inter~st at the rate of 4-1/41v per annum, 

p::tyoblc $e.'1li-i;.nnu.ally. The notes will be due January 1) 1969. In 

addition to the interest pa~nent, the Corporation agrees to pay on 

the unused portion of the credit a standby ch~rg€ at the rate of 
1/2 of 1% pet annum from the date of the agreement to and including 

June .30" 1951. The Corporation agrecs that on .Ap:-il 1" 1952, and orJ. 
" : 

April 1 of each year thereafter while any part of the loan is unpe.id) 

it 'Wj.ll prepay to the in!:uro.r..ce· co:n,any" without premiu.m" an amount 

equal to .3% of the :naxj.l'll~"n rouount of the loan at any time prcceding 

the do.te of such payment" together with interest accrued on the 

a."llount of $uch prcpoyment. The corporation may prepay at its 

option" on thirty dnys T nO'~ice, all or any part of the loan. Pre­

pUj~ent: during any year, pursu~~t to paragraphs six and eight of 

the mortgage" may 'be made ...... ithout premium.. Ad.ditional pre,ayments 

ar~ subject to payment of a prcmium of ;% if such prepa.yment is made 

,rior to January 1" 1950; thereafter, the premium is successively 

reduced by 1/6 of 1% on Ja.."l·..l.~.ry 1" 1950" and on Janu.-;.ry 1 of each 

year thcreafter to and including January 1, 1966. No premi~ need 

be paid for prepa~ent on and after January 1" 1967. Reference is 

here made to the loan c.erecracnt o.nd mortgage l"or the spc-cii'ic terms 

~hcreof. 

The mortgage will be a lien on all of the Corporation's 

·'"r.)lephone ,ropertics. 

The procccdz of the preferred ~tock and notes will be used 

to pay outztondine notes, now a~ountine to $33,000, and to finance 

the construction progr~ nontionad herein. 

The t·ransfcr of the Sanger telephone propc:'ties will not 

rc:sul t in ;my change in the :~w,,:'1agemen'l: of the properties. The 
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Corporation propose~ to issue to the partnership an~ to H. F. 

Knapp i:n pa.ymcnt, ,for their telcJ,?honc properties ~ COr.ll1l0n stock of an 
• " •••••.••••• I. 

~ggrcgste par value equnl to the net book v~lue o~ the ~ropert1es 

being purchased by it; roUhdcd to the next lo'Wcst $100. In our 

opinion the cornman stock issue srt-ou1d not exceed,the proprietors' 

inv~ntment in the properties which~ on Dec~ber ;1, 1948, ~ountcd 

to ~~178,118.23. In the t?vent their investment at the time of tho 

transfer of the propertiez excoeds thet a6ount~ the Corporation ~~y 

file a sU!)plelllental :l!'plicc.tion for pcr,mizsion to issue additional 

common stock. The properties will be initi~lly recorded on the 

books of the Corporation 4t the sarne figures at whictr theywerc 

recorded on the records of the pd'rtnc:'ship" at the ti:J.e of their 

tr~::;fcr. 

The Corporntion ''vIill cO!'.I.tinu0 to render telephone 301'-

vice to the public under the same r~tes, rules and reg1.lla tions as' 

t'.:'C prcsEm.tly mainta:i.ncd in effect by th<? Vendors. The Corportl.-

tion will adopt the rates, rules and regulations prczcntly on file 

with thG CO~~lis~ion for the Vendors. 

'l'hc ccrtj.fj.catc of public con·10niencc and necez~i ty 

r~ercin au.thorized to be t!'D.nsferrcd is subj cct to th.z. provisions 

of 10. ...... thct the Cornmission shall ht.ve no power to authorize the 

capitalization of ony fr:mchise or permit 'Whatsoever or the right 

to own, operate or enjoy any such fran~hise or permit, in excess 

of t~~ D.~jl0U.""l.t (exclusive of any tax or a..."'1Iluel charge) actually 

paid to the State or to a political ~ubdivision thereof as the 

consideration for the grant of $uch franchise, permit or right. 

ThE) action taken hcrcj.n shall not b~ construed to be So 

finding of the ~alue of the properties herein authorized to be 

tl'~sferred. 
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o R D E R ,------

Tnc Commi~$ion having con:idcred the evidence sub~tted 

~t the he~ring had on thizapplicotion and it being of the opinion 

that the monoY1 property or labor to be procured or paid for 

through the issue of the stock: and notes herein authorized is 

:·~o.soIlably required by Stmger Telephone CompanY1 a corpo!'ation .. for 

the purposes herein statod 1 that such purpozes are not, in whole or 

in po.l't .. reasonably chargeable to operatmg e:.::penscs o.r to l.."lcomc, 

nnd that thiz application should be gr:l.."ltcd s1.!bject to the pro­

vi~ions of thiz ordcr; thcrcfo~c, 

IT IS fIERE3Y ORDERED as follows: 

1. B. F. Knn,p ond Alden C. Y~~PP1 0 co-partnership .. and 

H. F. Knapp, an individual, ~aJ, after the effective dnte heroof 

and on or before June 30, 1949, sell and convey to Sanger l'clephonc 

CoC'l'pany ... a corporation, all of the properties of the Sanger Tele­

phone Exchange Systc~, including the certificate of publi~ con-

venic-!'!ce and nocessity grcmted by the Co:omission by Decis5.on No • 

. 30=~S~~ dated November 1" 19.37, and to that end %:lay execute a bill 

of sule nne deed in the fo~ on file in this ap~lication as Exhibit 

2. Sanger Telephone Co~p~~y, a corporation, may acquire 

:aid telephone proporties and enter into business as a public 

·~tility telephone cor,oratlon in the Sanger Telephone Exchange, and 

ass~~e all of the liabilities o~ the co-partnership except the 

liability of the p.:lrtncrs for income taxes, provided i't.adopts the 

T:l tes" rules anc. regula tionz presently on file with the ·Co:rnr.tissi,on 

by H. F. Knapp and Alden C. Knapp, a co-partnership, and H •. F. 

Knapp, an individual. Upon the transfer of said Sanger Telephone 

-7 



tit 
A.30000 p.8(Corr.) MWJ 

Exch~gc !::ystem .Z'!'opertics, ~~.id P.. F. Y.na!'p :mo. Alden C. Y~·t:i.r)p, a 

co-p~rtncrship> and H. F. Knapp, an 1ndiv1~uol, may Withdr~w fro~ 

the public utility telephone business in the S:mger Telephone 

Exchange. 

3. Sanger Telephone Co~pany> a corporation, may issue, 

~rtcr the effective date hereof ~~d on or before June 30, 1949, in 

p~rt p<lyr:lcnt for silid Sanger Telephone Excha.r.gc systen prope!"ties, 

not exceeding $178,100 p~r value of co~~on stock. 

4. Sanger Telephone Co~p~y, a corporation, after the 

effective dat~ hereof and on or before June 30, 1949, ~ay issue 

and sell ilt not less than $100 a share, 500 zhares ($50,000 par 

value) of its c'UDluln.tivc preferred stock, 5-1/4% series. 

5. Sanger Telephone Co~,~y, a corporation, after the 

effective date hereof and on or before J\lr.C 30, 1949, may execute ~ 

loan agreement and mortgage ~ the principcl amount of not exceed­

ing $200,000, said loan ~gree~cnt ~d mortgage to be in, or sub­

stantially in, the for~ or t~c loan agrcewcnt an~ ~ortgage on file 

in this application as Exhibit "DtI. SanGer Telephone Company !':lay 

from time to time issue notes p~rsuant to the terms of t~e loan 

agreement and l:l.Ortgage. 
/ 

6. Sanger Tele!lhone Co~yo.ny,) a cOl'poration, shall use 

the proceeds obtained from the is~~e of said $50,000 par value of 

its preferred stock and from the iS$~e of s~id notes to ~ay out­

:tanding notes and to pay '~he cost of acquiring and constructing 

the propertie~ referred to in the forcgoine opinion, or reimburse 

i t$ tre~sury bec~.use of -moneys expended for said pu::-pose .. 
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7. The authority herein granted will become effective 

when Sanger Telephone Company, a corporation, has paid the fee 

prescribed by Section 57 of the Public Utilities Act, which fee is 

two hundred ($200.00) dollars. 

8. Sanger Telephone Company, a corporation, shall from 

time to t~o file With the Commission reports required by the Com­

mission's Gener<ll Order No. 24-A, which order, insofar as applicable, 

is made ~ part of this order. 

9. Within thirty (30) days after the execution of'.the 

loan agreement and ~ortgaee referred to herein, Sanger Telephone 

Company, a corporation, ,sh~ll f:le With ~he Commission two (2) 

copiez of said loan agreement and mortgage as executed. 

J Dated at Son Francisco, California, this a13 ---. day 

of February, 1949. 


