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Decis10n No .. ___ 5_3_2_6_8_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF C.ALIFORNIA 

In the Matter ot the Application or 
A.. A. HARRINGTON,. doing business as 
Livingston Telephone Company,. a sole 
proprietorship, and 

L!VINGSTON TELEPHONE COMPANY,. a cor
poration, 

for an order autoorizing: 

a) A. A. Harrington to sell and 
L1~gston Telephone Comp~y, a cor
poration, to purchase the properties 
owed by him end consisting ot the 
Livingston Telephone C~Pcn7i 

b) A. A. Harrington to withdraw from 
the publiC utility telephone bustness; 

e) Livingston Telephone Company~ a 
¢orporat~on~ to engage 1n the public 
utllity telephone business now being 
conducted by A. A. Harrington; 

. ' 

d) Livingston Telephone Company, a 
corporation, to issue stock; and 

e) Livingston Telephone Company, a 
corporat1on, to borrov up to tlOO,OOO.oo 

2.ell!1..Q1! 

Applicat10n ) 
No. 38Q81 

In this pro'ceed1ng the Commission is asked to make an order 

authorizing A. A. Harrington to sell a public utility telephone system 

to Livingston Telephone Company, a corporation, and authorizing said 

corporation to 1ssue $100,680 par value of common stock~ to onter 

~nto a loan agreemect, exeeute a mortgage, and to issue promissory 

notes in the total E.mount of $100,000. 

The app11cation sho~s that A. A. Harr1ngton~ doing business 

as LivL~gston Telephone Company, operates a public utility telephone 
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service in the incorporated city of Livingston and in surrounding 

territory ~ Merced County. Applic~t Harrington reports that the 

population is groWing in his territory and that he is experiencing 

an incre~sed demand for telephone serv1ce,~h1ch re~u1res the expansion 

or his facilities. He proposes at tbist1rne to convert the telephone 

system to a dial system, and to provide other tneil1ties, all at an 

estimated cost of $100,000, as follows: 

500 Lines - l,500 Te~1na1s "XY" Dial Sw1tchboard 
Telephones, Dials and Paystat10ns 
Miscellaneous 

Total 

$ 61,000 
25,000 
14,000 

$100.000 

Applicant H~rr1ngton reports that he is not 1n a position 

to finance t~e construction program out of his own resources and has 

found i't d1!'f1cult to obtain such f1nancing in the present status of 

the telephone company as a sole proprietorship but that Stromberg

carlson, a div1sion of General Dynamics Corporation, tentatively has 

ag~eed to loan the sum of $100,000, provided that the business be 

i.."lcorpora ted. 

Accordingly, applicant Harrington has caused the organiza

t10n or L1~gston Telephone Company-and now proposes to transfer ~ 

bUSiness and propert1~s to it in exchang~ tor Shar~s of stock equal, 

approximately, to the December 31, +955, net book value as reflected 

by his books of account, ~nich book value is stated at $100,682. 

Thereafter, it is proposed for the new corporation to enter into a 
" 

loa."l agreement 'W'1 th St.romberg-Carlson under the terms ot which the 

latter would advance the total sum of $100,000, said advances to be 

represented at the outset by ~ter1m notes, payable on demand, with 

interest at the ~ate of 4-3/4~ per annum. The agreement provides for 
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the ultimate issue" not later than June 30, 1957., ,0'£ ·a f1nalnote 

in exchange for the intertm notes then outstanding, the final note 

to be payable 1:a 240 consecutive monthly. 1nstallmen,ts With interest 

at the rate o~ 4-3/1$ per .annum and to be secured by a mortgage ,on ,the 

telephone properties. 

From annual reports filed '-71 th the Commi'ss1on the following 

tabulation has been prepared" ind1ea tine the growth in tbe 'business 

and operations of A. A. Harrington dur1ng the last f1vece.lendar years: 

1951 
1952 
1953 
1954 
1955 

Telephone 
Plant 

:Dec. 31 

$ 97,588 
106,645 
120,,250 
133,,883 
161,970 

Operating 
Revenues 

$4.3,993 
49,1.32 
52,OSl 
56,694 
63,792 

Net 
Income 

$ 919 
94 

778 
1,,201 

898 

Stations 
Dec.. 31 

786 
849 
881 
930 

1,008 

A condensed statement of applicant Harrington's assets, 

l1abilities and capital .:15 'of December 31, 19515, is as follows: 

Assets 

TeJ.ephone plant 
Work in progress 

Subtotal 
Reserve ,for depreciation 
:urrent assets 

Total 

Liabilities and Cap1ta~ 

:urrent 1ia'bili ties 
:ontr1but1ons 
?ropr1etary capital 

l'ota1 

$10.3,408.90 
14,293.36 

$117,702 .. 26 

$ 15,,649.02 
1,370.31 

100,682.93 

$117,702.26 

Recently"the COmmission has ;rev:1ewed the operations of the 

telephone system and by Decis1onNo. 5259.3" (jated,February 7, 1956, 
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in A}:lplicat1on No .. .37.356,. author1zed applicant Barrington to place 

reVised rates L'"l effect wb.1ch,i t is esti!llated, will increase the 

a:nnual operating revenues by $9,,120 and will produce a return of 

6.5% on a depreciated rate base of $105,,300. The revised rates we~ 

designed to yield net rev~~ue of $6,850 after making allowance of 

$9,900 for depreeiation. 

Upon the basis of the revised rates it 'Would appear that 

the new corporation should be in a position to meet its requirements 

under the proposed loan agre~ent. The installat10n of the ~prove

ments to the plant should be 1n the public interest and accordingly 

we ~11 enter our order grant1ng the present application. We find the 

proposed trans!er is not adverse to the public interest. The author

ity granted herem shall not be deemed to be a finding of tbe value 

of the property herein authorized to be transferred. 

The Commission having considered the above-entitled matter 

a."'l.d being of the opinion that a public hearing is not necessary, t.hat 

the app11catio~ should be granted" as herein prov1ded~ that the money~ 

property or labor to be proC"~ed or paid for by the issue of· the' ~ 

shares ot stock and the notes herein authorized is . reasona.bly . requ1red 

by applicant corporation tor the purposes specified herein, and that 

such purposes are not> in vhole or in part, reasonab~y chargeable to 

oper&tL~g expenses or to income, therefore, 

IT IS HEREBY ORDERED AS FOLLOWS:· 

1. A. A. Harrington, on and after the effective date hereof 

and on or before Dece:n'ber 31, 1956 r may sell and convey to Livin.gston 

Telephone Company, a corporation, the telephone properties and bu~~ess 

being operated by him and thereafter may ~thdrav from the publiC 
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utility t~lephone business. Livingston Telephone Company, a corpora

t1on~ may enter into the operations of the telephone properties as 

or January lot 1956. 

I ' 

2. L1~gston Telephone Company" a corporation, on and 

after the effective date hereof and on or before Decemoer 31, 1956" 

may issue not exeeeding $100,680 par'value of its common stock in 

exchange for the properties and business o£ A. A. Harr1ngton 7 ~bjeet 

to outstanding lia~11ities. 

3. Livtngston Telephone Company, a corporation" on and 

after the effective date hereo£ and on or before December 31, 1956, 

may execute and enter into a loan agreement with Stromberg-Carlson, 

a divis10n of General Dynamics Corporation, and may execute a mortgage" 

Which loan agreement, and mortgage shall be in, or substantially 10, 

the sa:ne form as those!'11ed in this proceeding, and may issue 

interim notes, pursuant to thete~s or said agreement, and for the 

?urposes set forth therein, in the aggregate amount of not exceedir.g 

$100,000 at anyone time outstanding. 

4. L1vingston Telephone Company, a corporation, may issue 

its f~al note, as'set forth 10 said agreement, ~ the principal 

amount of not exceeding $100,000 in payment of interim notes of like 

amount. 

5. On or before the date of actual transfer, A. A. 

Barrington shall refund all depOSits which custome~s are entitled 

to have refunded. Any unretunded depOSits shall be transferred to 

and become the obligation for refund of Livingston Telephone Company, 

a corporation. 

6. The rates, rules and regulations of A. A. Harrington 

now on file with the Commission shall be ref11ed within ~O days after 
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the date of transfer under the name of Liv1ngston Telephone Company, 

a corporation, in accordance ~th the ~rocedure prescribed by 

General Order No. 96, or, ir~.1ieu of such ref1ling, Livingston Tele

phone Ca:pany, a corporation, may file 8 notice of adoption of said 

presently f1led r~tes, rules and regul&tions. No increase in the 

present rates shall be made unless authorized by the Commission. 

7. It the authority herein granted to transfer properties 

is exercised, Livingston Telephone Company, a corporation, within 

30 days thereafter, shall notify the Commiss1on 1n ~it1ng of the 

d&te of completion of the transfer. 

s. Livingston Telephone Company, a corporation, shall file 

with the Commission monthly reports as re~u1red by General Order 

No. 24-A, ~ich order, insofar as applicable, is made a part of this 

order. 

9. The authority herein granted will become effective 

~en Livingston Telephone Company, a corporation, h&s paid the fee 

prescribed by Section 1904(0) of the Public Utilities Code, which 

fee 1s $100. 

_...;;.Sa.u_Fran __ claco ___ --', California., this 

day of __ ...;;;:.;..;;..~......;;;;;..=...::.... __ , 


