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Docision No. 50825 

BEFORE THE PUBLIC UTILITlES COMMISSION OF THE STATE OF CAL!FORNIA 

In the Matter of the Applica.tion of 

THOS. P. PLOTTS, doing business as 
Happy Valley Telephone Company, a 
zoIc proprietorship, and 

HAPPY VJ:LLEY TELEPHONE COMPANY" ~ 
corporation, 

for rua order outhorizing: 

~) Thos. P. Plotts to ~cll ~d 
Happy Valley Telephone Comp~y" ~ 
corpor~t1on, to purch~se the proper
ties o'W'ned by him and consisting of 
the HD.PPY Vo.lley Telephone CompD.nY; 

b) Thos. P. Plotts to Withdrew 
from the public utility telephone 
business; 

c) H~ppy Valley Telephone Comp~y, 
~ corporation, to cng~gc in the 
public utility telephone business 
now being conducted by Thos. P. 
Plotts; 

d) Happy Valley T.elephone Company, 
a cor,poration, to issue stock; and 

e) H~ppy Valley Telephone Compnny, 
a corpor~tion, to borrow up to 
$40,000.00. 
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In this proceeding the ColDI:lission is asked to make em. order 

D.uthorizing Thos. P. Plott~·to soll u public utility telephone syst~ 

to H~ppy Valley Telephone Comp.:my, a. corpor~t1on, and D.uthoriz1ng 

s.:\.id corporo.tion to issue $39,100 par vo.1ue of common stock, to enter 

into Co locn D.grcCInen t and to issue promissory notes in the totol 

~ount of $40,000. 
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The applic~tion shows tho.t Th.os. P. Plotts, doing buSinl~ss 

~s H~ppy Valley Telephone Compony" operates a public utility telephone 

service in the unincorporc.ted cOl1'Jlluni ties of Olinda" Igo end Ono, and 

in sUrrOUl'lding territory" in Shasta County" together '-'i th a toll 

service between said communities and ~reas and the To~ of Anderson. 

Applicant Plotts reports that the populction is growing in his 

terri tory and th<lt he is experiencing an incrco.sed demand for tele

phone service which requires the exp~sion of his fD.c111 ties. He 

proposes at tl::1s time to install 0. dicl. boo.rd at Igo" to m~e addi

tions to his Olinde. sWitchboard, and to provide certain other 

f~ci1ities" all at an estimated cost of $40"000,, ~s 

20-Line X'.l sw1 tchboard at Igo 
SwitChboard addition at Olinda 
Building 
Telephones :md dials 
M<lteriaJ. and supplies 
Labor 

Total 

follows: 

$ a,300 
1,000 
2,000 
2,500 

19,,700 
6,500 

AppliCm'lt Plotts reports th.~t he is not in a position to 

fin:m.ce the construction program out of his own resources and has 

found it difficult or impossible to obtain such financing in the 

present status of the telephone comp::my D.S a. sole proprietorship but 

tho.t Stromberg-Carlson Company tent~tively has agreed to loan the 

su.'1l of $40,,000, provided that the bUsiness be incorporated. 

Accordingly, applicant Plotts has cc.used the organization 

of Happy VoJ.ley Telephone Company ::md now proposes to transfer his 

business mle properties to it in exch:mge for sh~res of stock equal" 

apprOximately" to the June 30, 1954, net book volu~ as reflected by 

his books of account. Therec.ftcr" it is proposed for the new' cor

por:ltion 't¢ enter into a lotln agrct!Clent 'Wi th Strombcrg-Carlson 

Compony" unc.er the terms of which the latter would ~dvmlce the: tot:::), 
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S'llCl of $40,000, said advances to be rep'resented at the outset by 

interim notes., p'ayable on dc:n.ar ... d, with interest at the rate of '5..:.1/4% 

per mmum. The agreement provides for the u1 ti:nate issue, wi thin &:J 

do.y!; following 'the installation or the cutting over 0 r the central 

office equipment at Igo, ofa final note in exch:mge for the interim 

notes then outstm'lding" 'the fin.:l1 note to be payable in 240 consecu

tive monthly insttl1lmen:ts ''Wi th interest at the r~te 0 r 5-1/2% per 

Cl'll'lUI!l and to be secured 'by a mortg&gc on the telephone properties. 

From annual reports filed with the Co~ssion the following 

t~bulo.tionho:: been prepared, indicating the '-growth in the business 

~d operations of Thos. P. Plotts curing the l.:lst 1'1 ve calendar 

years: 
Telephone 

Plant Operating Net Stations 
Dec. ;21 Revenues ~ncome :Q~C·21 

1949 $ 9,,945 $2,,134 $ 4,o551 46 
1950 12,,754 1,,454 6,,031 46 
1951 18,,269 2,,057 4,,895 56 
1952 43,371 3"OeO 6,,067 90 
1953 47,486 5,446 3,,598 107 

Recently, the COmmission h~s reviewed the operations of the 

telephone system and by DeCision No. 50783, dated November 23, 1954" 

in Application No. 35305, authorized ~pplic~t'Plotts to place re

vised rates in ei'i'ect Which, it is estinu:.ted" will increase the arL."1ual 

opera.ting revenues by $S" 6/IJ ZIld will produce a retum oi' 6.27% on a 

depreciated rate base of $64,,870, t..l).e rate base inc1udine the 

instol1ation of the d1~ office at Igo. 

In determining the rate base referred to above the Commis

sion gave consideration to certain <ldjus~ents which its staff 

rccomm0nded be mnde to the co~p~y's depreCiated investment in 

telephone properties ond to its invest:nent in material :md supplies. 

'These adjustmEnts had the net effect of reducing proprietary c~pi tal 

in the amount of &9,,370.90. If like consider~tion is given to ,these 
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a~justmentz in this proceeding, the net book value of the proprietor's 

interest will be reduced from $39,118.01 to $29,747.11. It appears 

appropriate at this time 1:0 limit t.ile par value of the stock to oe issued 

by the new corporation to an ~~ount which is not in excess of the net 

value of the assets to b~ acquired as determined in the proceedings on 

Application No. 35305~ and the order herein Will so proVide. 

Upon the basis of th<i:l revised rates it would ~ppec.r thn.t the 

neW' corpor~tion should be in a position to mo;et its requircrn.en ts under 

the proposec lo:m agreement. The L"lstallation of the improve."Ilents to 

the plant are in the public interest .md accordingly we mIl enter our 

order granting the pr~sent applicc.tion. We find the proposed transfer 

is not o.c.verse to the public interest. The authority granted herein 

shcll not be deemed to be a finding of the v.llue or the :pro:perty to b~ 
transferred. .. 

The Commission haVing considered the above ~~titled matter 

~d bc~~e of the opinion thnt a public hearing is not necessary~ th~t 

th~ application ~~ould be granted, a~ herein provided, that the money, 

property or labor to be p:ocured or pcid for by the issue of the 

shares of stock .;!l'ld the notes h.erein authorized is re~sonablY req,u1red 

by applicnnt corporc.tion for the purposes specified herein, ~d thet 

such pu~oscs arc not, in ~no1e or in part, reasonably Chargeable to 

operating cxpE.."lses or to income; therefore, 

IT IS HEREBY ORDERED :.s follows: 

1. Thos. P. Plotts, on and ~£ter the effeetive date hereof 

nnd on or before M~rch 31, 1955, may sell and convey to Happy Valley 

Telephone Company, ~ corporation, the telephone properties a"ld busi

ness being operc.tee by him. and thereafter reay 'Wi thdraw from the 

public utili ty telephone "business. 
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2. Happy V:l11cy Telephone Cor:pa."lY" a corporation, on and 

after the effective c~tc hereof ~d on or before March 31, 1955, ~~y 

is~e net exceeding $29,747 p~r value of its co~on stock in exch~"lge 

for the pro~erties and business of Thos. P. Plotts, ~bject to out

st~dL"lg li~bi11ties. 

3. The applic~tion, insofar ~s it involves the issue of 

$9,370 of comnon stock, hereby is denied. '-"""--

4. H~ppy V::!w.lcy Telephone Coo.p:my" c. corpor~tion" on a.."ld 

after the effective dC!~te hereof end on or 'before March 31, 1955" ::lay 

execute end enter intci :t loon ~grce1!lEnt with Stromberg-Carlson 

Comp~y and may execute c. mortg<lge, in" or substantially in" the s~~ 

for.:l as those f11C<l ir:~ this proceed1.ng" mlo. may issue interir:l notes" 

pursuant to the tems of sc.id c.grce::lcnt" .md for the purposes set

forth therein, in the aggrego.tc o.."'llount of not exceeCing $40,,000 at 

c.ny one time ou tstcr.d1ng. 

5. Happy Valley Telephone Comp~y" a corporation" I!l':'Y 

issue it: fincl note" as set fort....." in snid agreement, in the princi

prJ. n::lount of not exceeding ~40,000 in pc.yt:.ent of interim notes of 

like omoun t. 

6. On or bef~re the date of c.ct-..::.:ll tr:msfcr, Thos. P. 

Plotts sh~l rC~"ld all deposits which custoners are entitled to have 

refunded. /my 'U."lrcfunded de,.)si t: shell be trcnsferred to .-:n<l beCOIilC 

the obligD.t1on for refun~ of Hnppy Volley Telephone Coopany, 0. cor-

por.:ltion. 

7. The r~tes, rules ~"ld reeul~t1cns of Thos.F. Plotts now 

on file with the Com~5sion shall ~c refiled within 30 d~ys after the 

dute of trcnsfer un~er the n:=l.C of Ea;JPY V<llley Telephone Cor::,any" c. 

corporc.tion, in acc(')rdance wi. th the procedure ,rescr1bed by Ge.."lcr:ll 

Ordor No. 96, or" in lieu of suCh rcf1ling, Ho.,py Valley 'rele~hone 
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Company, a corporation, may file a notice of adoption of said present

ly filed ra.tes, rules and regUlations. No increase in the present 

ro.tes shall be made unless authorized by the Col:lmission. 

s~ upon ocquiring t..~c properties under the Dllthorization 

herein granted, Happy Valley Telephone Comp~y, u corporation, Sh~ll 

cho.rge the purchnse price to Account 276, Telephone Pl<mt Acquired, 

nnd, within 90 doys thereafter, shall file With the Commission 1 ts 

proposed journal entries to districutc such price to its primary plont 

ond other accounts .. 

9. If the au thon ty herein grc...."'lted to tronsfor p:ropcrt1c::; 

1~ exercised, Hnppy V~ley Telephone Comp~y, u co~oration, Wi~iin 

30 days thereafter, shall notify the Commi ssion in writing of the date 

of completion of the transfer. 

10. Happy Valley Telephone Company, a corpor<1t1on, s..~:lll 

file with the Commission m.onthly reports ns required by Gencr.:J. Order 

No. 24-A, which order, inzoi'o.r ns npplico.blc, is mnde u part 0 f this 

order. 

11. The::lU thori ty herein gr.:n ted will become cffcct1 vc 'When 

H~ppy Valley Telephone Company, n corporc.tion" has p:lid th~ fee p re

scribed by Section 1904(b) of the Public Utilities Code" 'Which fee is 

$40.00. 


