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BEFORE THE PUBLIC UTILITIES CO~~ISSION OF THE STATE OF CALIFORN!A 

In the Matter of the joint Application ) 
of : 

:E:<ETER TELEPHONE COM?,wY., LTD. and ) 
CORCORk~ TELEPHONE EXCHANGE for an : 
order authorizing Exeter Telephone Com- ) 
panY7 Ltc. to sell and convey its tele- : 
phone syste~ to Corcor~~ Telephone ) 
Exchange. : 

~~-~-~--~--~---~----~) . . 
In the Matter of the Application ) 

of . 
CORCORAN TELEPHONE EXCHANGE fo~ ) 
an order authorizing it to issue : 
and sell its preferred ~~d common ) 
shares. : 
- ..... - - - ~ ... - ~ ....... - ...... - - -- - ~ - ... - )' 

Application 
No. 34044 

Application 
No. 34045 

Eti~ ~lt91iffe, of Orrick, D~~quist, Neff & 
Herr~gton, for Corcoran Telephone Exchzngc; 
JoseEh ~ ~mblc, for Exeter Telephone CO~pany, 
Ltd.; Eldon li.:. ~ for California Farm Bureau 
Federation, interested party; Claud£ ~~ragi~n, 
for subscribers of East Lynn and Deep Creek 
Telephone Association and Klink Rural Telephone 
Association, interested parties. 

o PIN ION 
.--- .... -----

In theze proceedings the Commission is ask~ to zr..ake its 

order or orde::-s authoriz1ng Exeter Telephone Compa."lY, Ltd. to sell 

and convey its telephone syst~. to Corcoran Telephone Exch~~ge and 

authorizing Corcoran Telephone ExChange to issue $200,000 of its 6% 

cumulative preferred stock ~~d $293,600 of its co~~on ~tock. 

Th~ applications ~ere filed with the Co~~$$ion on January 

26, 1953. A public hearing wa~ held in Exeter before Commissioner 

Potter ~d Examine::- Cole~an on F~b~ary 16, 1953, at which time they 

were consolidated for t.~e purpose 0 f receiving evidence and fo::­

deciSion. In this decision, . Exeter Telephone Comp~y, Ltd. will be 
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referred to as EX0ter ~d Corcor~ Telephone Exchange as Corcoran. 

T.ne agreed purchase p rice to be pilid by Corcora."l for the 

?:roperties of Exeter is the sum of $294,752, plus an adjustment fo·r 

the m':lount of (lCCO'Untz receivable" unbll1cd toll charges and l~tbor 

costs properly chargeable to telephone pl;mt accounts between November 

;0" 1952, ~d the closing date" the agreed price, according to ~~e 

testimony, repres~ting substantially ~lle book value of the assets 

being transferred. !he properties included in the transaction include 

a common bo.ttery swi tchooard, together with the building in which it 

is housed ~d the land upon which si tu~,ted" and outside pl:mt serving 

approx1mctely 2,,000 ~bscribcrz. It is the intention of the purchaser 

to continue in effect the present rates of Exeter. 

To provide the purchase p rice ~ne. to reeapi tolize itself" 

Co:-coron proposes at t.lJ.is time to issue 5hc.res of 1 ts preferred and 

cornmon stock. Its pl~s call for the issue of $40,540 of common stock 

at po.r in exchange for i tz presently outstcn~ne stock of $7,000 pa.r 

valu~" thereby capit~liz~g ret~ined' earnings or $;;,540 ~d paying ~ 

stock dividend, for the issue of ~$;S,550 of such stock for the pur­

pose of' purchasing 1 end o.."ld a bu1ldil.."g at Corcoron in whic...'J. its 

prese."lt Corcoren SWitchboard i:; loc",ted, and for th~ issue of $55,910 

or such stock to pay outzt~ding notes in the amount or $55,910, ~e 

three i toms aggregati."'lg $l.35,000. The company in addition proposes 

to sell $158,600 of its CO~M~on stock ~e $200,000 of its 6% preferree 

!:tock to !ina.."'lce th~ purchase p rice of the Exeter properties" to pro­

vid0 working funds, to po.y attorneys' fees ane other expenses incident 

to the proposed transaction in the amo't.mt of $16,548, one. to InZ.ke .:m 

cJ.lowa."lce for underwriter's cot:.mission of 10~ of the po.r value of the 

stock to be sold. 

Th.e recorc. s~ows th~t Corcoran h:l.S h~d earned surplus in 

excess of the proposed stock dividend a."1d that such surplus has 'been 
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retained by it in its properties ~d business, th~t the purpose of 

the stock dividend is to bring the book vt'.lue of the presently out­

st;mding shares of stock to approxir:J.ately the par value thereof, in 

aC:vance of the offering of additional sh<lrcs to other parties, that 

the 1znc. end 'building at Corcoran to 'be acquired is used ~'1.d is re­

quired by Corcorma in its telephone operations, and that the outst~ne­

ing indebted."lcss includ.es past-due notes represen.ting moneys borrowed. 

for addition:> to plant. As to the sale of the shares of stock to 

fi.."lmlcC the Exeter purch~.se, the record shows that Corcoran, ~rter 

discussing the matter with :;everal.i."'lvestment bonking institutions, 

nrranged to dispose of its Sha~ec of stock to Bailey & Davidson under 

~!ir.m ~"lderwriting ~grecment at a price cquiv~lcnt to 90% of their 

par value. It D.ppeo.rs that Bailey & Davidson propose to offer the 

shares of stock to· the public :It par, that is, $25 a sh3.rc for the 

pref~rrcd'shares ~d $10 0. Share for ~~e co~~on. The record indi­

cates that these arc the best arrongementc Corcoran was able to :n.ci<e 

for the sale 0 f its shares. 

Upon consolidating the Corcoran ~d Exeter systems, it is 

pl:m.."led to chonge the name of Corcorcm to Ce.."ltrcJ. California 'I'ele­

phone Comp~y. It ~ppe~rs th~t the consolid~tcd system will h~v~ an 

investment in pl:mt in excess, of $450,000, will provide service to 

~pproxira.;:.telY' 3,160 subscribers at t.~e outset with no held orders, 

and will have cstimc.ted onnuo.1 revenues, bo.:ed on t..'l-J.e 1952 operations, 

of $18;,000, with estim~ted net profit of $37,000. Its capitcl 

structure will consist entirely of sh~res of preferred ~d common 

stOCk, with no indebtedness ou'tstanding other tM..."'l current i terns .. 

According to the testimony, these systems ~re 1'~ced With 

l""rge capital expenditures, wi th rin~cing of the Ser:lc being costly 

:md difficult due to the small size of the plonts c-"'ld opero.tions. 

It is reported by those in control ot' t.."'lc o.ff.airs of Corcoran th.:lt by 
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combining the two pZ'operti~s into one o-wnership the larger invcst:nent 

bose will permit the obtaining of IU."'lds under adv~"'lt~geous terms .:mo. 
that for ~~is ~e~son negotiations were had and consumm~ted looking 

tow::.rd the purcho.se of Exeter by Corcoran. It is intended to proceed 

wi th t.~e conversion of 'Ooth the Corcor.:l.n :md E.xeter exch~..ngez to dial 

opcr::ltions~ :md the present fin;mcing has been confined to the issue 

of shares of preferred and co~~on stock in order to permit the borrow-.. 
ing of funes at ~ :ater dote to meet the cost or these and other 

imp 1'0 vem.en t s. 

It is urged th.::lt the consolid~tion of the two sy:::tcms will 

rcsul t in operati.."'lg c:.nd lD.:!no.ge:n.ent economies. The dist.mce 'between 

t..~e two exchanges is approximately 25 miles ~d i t oppe~rs possible 

to use the s.:un.e personnel to some extent.. In :ldei tion, the record 

shows that there is on identity of ownership or the stock of Corcor:m 

a.."ld the stock of Kern Mutual T<;:lcphonc Com.pany, c. much l.:.rgcr utilit'"/ 

operc.ting in nne o.'bout To.ft end other communi ties in Kern County" :md 

that it is intended to set up 0. service compa.."'lY whose costs of opero.-

tion would 'be shered proportionately by Ker.n Mutual Telephone CO~P~"'lY 

and the Corcorcn compony.. Such on org.:mizat1on" o.ccording to, the 

testimony, should result 1.'1'). .m engineering st~ff c~pc.ble of handling 

:>.11 cnginecri.."'lg probler:ls, a c<mtrglized cus~omer billing sYstem, i! 

cC"'l.tr31ized purch~sine system With economics through 'bulk buying" znd 

stDndo.rclizee tra£fic, commerc:i.al ond accounting opero.t1ons. 

The request is mo.de ror o.u~norizo.tion -to offer 2,,500 s~ares 

of co~on stock to the present sh~reholeor$ ~t $9 ~ sho.re" no unQer-

~~1ting expenses or commissions to be incurred. The record~'howevcr~ 

i:1 our opi.."lion does not warrcnt nn order authorizing the sale of 

~hores of stock to Corcoran' z present sha.rehold.ers o.t 0. price differ-

ing from t:"lat c.t which the adtli tional shares 'Will bo offered to t,.'Ij,<: 

pu~lic. Accordingly, this request will not 'be gr~ted. 
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Upon II full review of the record we 3re of tb.e opinion th~t 

the proposed transfer Will not be ~dverse to the public interest, , 

th:-.t the money, property or lCl.oor to be procured or p2.id for by the 

issue of the shares of stock herein authorized is reason~bly required 

by Corcoran for the purposes, specified herein, and that such, purposes 

are not, in whole or in :part~ reasonably chargeD-ble to operating ex-
, . 

pcnses or to income. '!he action tGlken herein shall not be construed 

to be a finding of the v~lue of the properties herein lluthorized to 

be transferred. 

No protest to the trznsfcr of the properties or the issue of 

the stock was made Dot the hearing. However, the sub:::cribers of C0:"­

tain rar.n~r lines took exception to the continued inclusion in the 

service area of Exeter of the territory in which the fa~er lines 

operate end to the present foreign cxchmlge rates ~or which they now 

~re billed. These matters, how~ver, are not at issue in the present 

proceedings. In our opinion, the rig..l-J.ts' of these individuals will in 

no way be changed by the transfer or title of the propcrtiez of 

Exeter to CorcorM, as here p :roposee .. 

A public hearing h~ving been. held on the above entitled 

matters, ~d the Commiszion h~ving consiceree the evid~ce anc being 

or the opinion th~t the <lpplicD.tions s.."'lould 'be gr:mted, 0.::: herein 

provided; therefore, 

IT IS HEREBY OF.DEP.ED :::.s follows: . 

1. Exeter Telephone Co~p~y, Ltd., on and ~fter the effee­

tive date hereof ~e on or bc!ore June 30, 1953, may sell ~e convoy 

:i. ts telephone sy~tem. to Coreor:m Telephone Exch;mge in :::.ccord~ce 
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'Wi t..1-.l. the terinz nnd condi tions of t.."lc. agre~en t of sal e filce o.s 

Exhibit 1 in Application No. 34044 ~~d, upon th~ consur~tion of suCh 

s~e nne. convey;:ncc, may cease furnishing ~e supplying telephon·e 

s~rvice in the ~rea in which it now oper~tes. 

2. Corcor~ Telephone Exch~ge, on ~d after the effective 

e.ate hereof and on or before June 30, 1953" may issue ~d sell not 
I '., 

exceeding $200,000 par vo.lue of its 6% curaulat1vc preferred stock and 

not exceeding $158,600 of its COIl'lr.lon stock, at not less th~ 90% of 

the par vcJ.uc the:"eof, for the purpose 0 f financing the purchase 

price of the properties of Exeter Telephone Comp~y" Ltd., of p~ying 

expenses incurred in connection 'With puch purcn<Jsc ana the isS1.!C 2...~C 

sale of sa.id sharcs, tmd of reirn.'burs~!s its treasury ond providing 

working capi tu1, all as set forth in Application No .. 34045. 

3. Corcoran Telepnone Excht:.r..ge, on and after the effective 

date hereof a."'l.d on or before June 30, 1953, lD,ay issue $40,540 pur 

v:llue of its common stock :in exch~nge for the presently outstanding 

$7,000 of stock for the purpose of reimbursing its trc:!$Urj' 'bccCluse 
" . 

of retained earnines it'lvested in its pl.m. t and properti es and, 1n . . , . 

conne?tion with ~ch is$U~, to tr~~fer $33,540 from ear.ned surplus 

to stated capital. Corcoran Telephone Exch~ge may iS5U~ $55,910 par 

val'l.!.e of its common stock in pa:yment and discharge of $55,910 

principal amou.."lt of outst:mding notes, ~d :n:lY issue $38,550 pal" 
, 

v<llue of its CO:lmon stock in payment £0:" the l:.me and 'building pre­

sently occupied 'oy 1 t in Corcoran. 

4. Upon acquiring the properties of Exeter Telephone 

Compc.ny, Ltd. under the o.ut..~orization herein granted, Corcoran Tele­

phone Exch~ge shall charge the purchase price thereof to Account 

276, Telephone Pl~~t Acquired, ~d ~~th1n six months thereafter Shall 

file 'With the Commission its proposed journal entries to distribUte 

t..1.e purchase price to primary pl~t and other ncc:ounts. 

-6 



5. Corcoran Telephone Exchonge sholl set up :md maint:lin 

itz records so as to show for each exchange the investnent in plant, 

the rclct~ dcpreci~tion reserve, znd tho revenues a~d cxpenzes. 

6. On or before the date of actual tr~sfer, Exeter . 
Telephone Company, Ltd. sholl ref~~d 011 ~eposits which customers 

are entitled to have refunded. A~y unrefunded deposits shall be 

tr:msf-erred to and become the obligation for refund of Corcoran 

Telephone Exch::mge. 

7. '!he r:l.tes, rules ond regulo.tions of Exeter Telephone 

Co:npa.~y, Ltd. now on file with the Commission shall be refiled 

wi thin t.."lirty days after the date 0 f trans! er under the nome of 

Corcorsn Telephone Exc:"l.ange, in accordznce with t."le procedure pre­

scribed by General Order No. 96, or" in lieu of such refiling, 

Corcoron Telephone Exchange may file ~, notice of adoption 0 f said 

presently filed rates, rules and regulations. No increase in 

the present r:ates sh~ll be mo.<ie unless uuthorized by the Commission. 

8. If the authority herein gr~ted is exerCised, Exeter 

Telephone Comp;::ny,' Ltd., 'Wi thin thirty d:lYs thereafter, shall 

notify the Commission in writing of ~~c d~te of the completion of 

t."lc t:-ansfer herein n.uthorizcd .:md of its compliance 'With the con­

d.i tions hereof. 

9. Corcoran Telephone 'Exchongc shall file with th(: 

Commission monthly reports o.s required by ·Gcnero.l Order No .. 24-A? 

whiCh order, insofar o.s ~pplic~ble, is made a part of th~s 

order. 
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10. The authori ty' her~in granted will become effective 

upon the do.te hereof. 

~ "Dated at Szm Froneiseo, 

7 "c);...-z"v...,cvvVY , 1953. , 

Cal1fomia~ thi s 

o 
:-~. 

President 
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