
J.)oc121on Ko. /3 l' £L 

!n tllo !\:a.tter of the ~pplica.tioIl . 
of ?ZDOID)O :::0::.3' ~!Z?EO~3 CO:~1J;"Y, 
(s. corporati on), for a ro-rlsion of 
its rates fo~ telephone sorvice. 

l1.pplicatio;l l\'o. 9560 

D. Joseph Coyne, fo~ Applicant. 

Frank L. Perry for the Cities of Redondo 
BCllch and :':anhatta.n Beach. 

c. ~. Bridge for tee City of Eermosa Eeach. 

~rank ~. ?erry, J. ~. Darker and C. A. 3ridge 
for the Cities of Redondo Boach~ 
Eorr:J.osa. 3cach and ::enh8.ttan Beach. 

SZO?.E, CO:~:':!SS!O!~R: 

;"1 _"'Q T' "';~ J..... 0 ~,.~\' • 
..;:.-.::..:!.---=--

~edondo Some ~elephono COr:J.pany. in its a~~lication, asks 

for a ~evision of its pres3nt rates :for service and for such other 

,3,nd. :further rolief, th.:J.t it may be able toobta1n sufficient revenues 

to onsble it to socure funds with which to carry out its completed 

program for a.dditions to its plant and betterments to its serVice. 

Applicant claims that on account of the great increase 

in numbor of subscricers that its syste~ has beco~c in~dequate in 

many localities and that its facilities must be extended 1~ediate-

ly, bot~ to afford to its present subscribers serVice for which 
1\ 

they have alre~dy applied a~d to proVide ceans' to serve the future 

demand for service. Applicant ~~tAer cla~$ tnct the rates now 

in effect do not yield 3uf!icie~t revon~es to onable it'to meet 

its actual and re~zonablo =aintenance an~ oporating oxpenses~ to-
o ' '. 

P, ~ • 

gether With a. rea.sonable depreciation annuity, ~~ci"::;o' give a. "~eturn ,.... . ..•. "". ",'" ", , .. ", .. "', 

on the fa.ir value of its properties used and useful in re~der1ng 
," 

service to tho public so. that it .ca..'"l sell its sec'tU"i ties in' ora.er 
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to'obtatn funds Vdth ~nich to make noc0zsary aaaitions and ext en-

~ions to its propertios. 

l~!,:olicant operates a :nan'J.al telephone exchange in the 

City of Rodondo'Beach, ~rnishing oxch~ee serVico throughout tho 

cities of Redondo Boach, Eermosa Beach nnd :~attan Beac~. Toll 

or long distance serVice is available to tho subsoribers o£ ap-

plic~~t over the lines o~ the United States Long Distance Telephone 

and ~elegra~h Company and =he ?ucific =elephone and Telegraph Com-

pa~v. ~he population as shown by the cities' directories as o! 

July 1, 1923, tota1sl4,Z55 for the three cities served by appli­

cant. ~ese cities are rapidly growing end it is now estimated that 

the present population Will be increased to at least 37,000 by tae 

year 1930. 

~ho d.evelopment o:~ t\:9Plics.nt r S system, as of Pe'bruary 

1, 1924, shows tbst telephom service is furnished to 1,710 sub-

scribers by means of 579 lines. This tele~one devolopment is 

eqUivalent to one ~lophone station to each eight peo:9le, r:Jr twelve 

telephones to everyone hundred people. This is a relatively lo~ 

telephone development when compared with' other towns of similar ' 

Size. In Californiil tOW!l3 lla.ving a. populatio!1 of from tan to twenty 

thousand, the ~opulation per telephone station varies from 4.6 to 

7.2, which is ~~ ~vorage of ~ix persons to every telephone or six-

teen telephones to everyone hundred ~eople. 

~hore has bec~ considerable coc~laint to the effect th~t 
• applicant has not sufficient facilities necessary to render service 

as !l~S beo::: deca.ncled. '~il1s condition is indica.ted by the above 

figures and it is also ndmittod by ap:9licant~ 

Applicant su'bci tted., through :.:r. Zrnest Irwin, an inven-

tory and appraisal of its ~roperties as of June 1, 1923, togetber 

vii th add.1 t10ns and 'betterments made sub sequentJy,.bri:og1~ the valua-

tion up to Jan:oary 1, 1924. A S'Ilm::ls.ry of this appra.isal, represent­

ing the historical reproduction cost of applicant's properties, is 

shown in the following table: 
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Organization 
3'ranch1ses 

La.nd 

Central Offi co 2q U1:pment 

SWi tchboa.rd 

Other equipment 

Station Apparatus 

Station Instellations 

~rivate Branch ~xchanges 

Exchange ?olc ~ines 

Exchange Aerial Cable 

3xcb.ange Aeri al ','/ire 

Exch. Jnderground .; oud. u.i t 

ZXch. ~nderground Cable 

Furniture an~ Pixtures 

store and Shop Z~uipmcnt 

J.e.rago Ecro.ipment 

Genersl ~ooJ.s 

Tot !l. 1 

78.~iJ.8,t1oIl 

a.= o~ 
June 1, 1925 

.. 
:;; 1,000.00 

500.00 

l,600.00 

13,'726.55 

480. '76 

14,582.92 

3,443.90 

1,005.2~ 

24,597.70 

14,792.13 

22,152.77 

5,3'76.86 

6,844.09 

3,535.41 

33.00 

3,443.52 

266.36 

i..dclitions 
and. 
:Betterments 
.Jtzne ~. ~9ZZ 

)10, 

v 

to 
Jan. 1,. 1924 

8.69 

32.20 

1~9$3.54 

865.29 

171.65 

229.84 

334.79 

2,866.81 

212.08 

22.88 

29.80 

1,105.51 

100.75 

7c.l. us.t:1. OIl 
a.s of 

Jan. 1, 1924 

~ l~OOO.OO 

500.00 

~,600.00 

13,735.24 

512.96 

16,566.46 

4,309.19 

1,236.86 

15,126.92 

25,019.58 

5,588.94 

6,866.97 

3,565.21 

33.00 

4,549.03 

567.11 

~117,541.18 ~ 7,963.83 $125,505.01 
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Thi s inve=.tory and e.ppre.iss,l ila.s b eon chec::ed. by :.:r. F. ~. 

Casal, Assistant Zr..gineer of -:he California Railroad Comm1ssio::l, and. 

7dth t~e exception of the item of "Organization", the aoove figures 

~ay bo accepted as representing a reasona.ble historical reproduotion 

cost of applicant's oper~tive properties as of January 1, 1924. 

A state~ent showi~ the results of applicant's operations 

during tho past year, ~ogether with the Commission's check of oparat-. , 

ing revenues and expenses for tile yeu ending Js:n"JArY 31, ])924, are 

as shovnl in the following table: 

Excb.a.Ilge Service 
'1:011 Service 
~isce11s.neo".lS 

Tot So 1 

:':s.intena.nce 
~a:f:fic 
Com::nercia1 
General 
Taxes 
Uncollectible Bills 

Tot a 1 

Net for Interest and Depreci~tion 
Depreci e.t1 on 

Net for Interest 

Appl1ca:c.t's 
~i'bi t :~o. 5 

1 ':J 2 :3 

. ~4S ;058.14 
5,73:3.06 

. 26.85 
~8,81S".(,)5 

$11;790.55 
9,454.84 
3;140.06 
6;489.32 
2,934.16 
.. ·SSO.54 

~4,169.~11 

14~628.08 
5 z170.28 

$ 9,457.80 
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Rll.i.~:roa.d 
Commiss1on'z 
Exhi b1 t ~o. 1 
;:'eo. 1, .I92Z' to 
Jan. 31, 1924 • 

$44;381.6<0 
5,844.15 

2.25 
;;;50,228.00 

~12;607.00 
9;501.00 
3,170.00 
6~S41.00 
2,896.00 

'400.00 
~5,115.0~ 

15;113.00 
5,052:'00 

$10,061.00 



~pplicant'z ~et ear~=es of $9.457.80, as saOVnl in its 3x-

hibit :~o. 5, are e~uivale~t to ~ xet~ of 7.7 per cent and the net 

ret~n for interest of ~;10,06l.00, as deter~ined by the Commission and 

as sot forth i~ tne ~bo~e table, io cqUi.alc~t to a return of 8.3 per 

cont oz:. ~ reaso::aole rate bo.so c.z :Coroi'!'.:. ~ou..'"ld. rea::.:onable. :t is 

appa.rent, from those :izu.res, tc.~.t und.er present cO:::l.d:i ti ons of opcrs.-

tion s.p~licant noeds no ~elief in the ~or~ of increased. ratez. 

to; me, vcr"" cO"'ro'osted s..'1d. overload.od.. !7evl SUQscri "oer: cannot be fur-• .! ~ 

nisned 2er~icc oxcept in case of ~ vacancy resulting from a iiscon-

tinu8..."1ce of an existing :;;cr"l'ice or by degra.ding a.."'l eXistiz:.; ser .... ice .. 

~O rolieve this condition and in order that ~pplicent will be in a 

pOSition to render a service which tbo subscribers and ~ublic are en-

titled to enjoy, it will be reoUired. to ·:.o.::e inmediate exp8.!lsion a.nd. .. . 
addition to its present ?lant. Ap~lic~'1t ~as defi=ite plans proVid-

ing !or an increase in its plant, whicc it believes Will oorrect the 

present conditio~s ~~~ enable it ~o take cere of the present and 

f~ture de~~ds of sor~ce. 

~P9licant has alrea~y contracted for additional central of-

fice e~Uipoent and sssociatod apparatus, costing apprOximately $9,000. 

and. ':Jilich it c onter.:rplates will 'bo insto.lled. d~1ng the latter part 

of this year. The installa.tion o:f this board. should afford the 

nocessary relief req,t:.ired in central offico cap ,IlC i ty. Appli cant's 

plMS for o'1.:.tsid.e plant construction, inclu.di:1g aerial and under­

ground cable and suburb~ constr~ction will involve the expenditure 

of $65,000.00 and those ~aoilities Will be installed durino the years 

1924 and 1~25 as the needs for ser7ice demand. ~hese :figures have 

been c.b.oc~ed a.."'ld 'r· 'e.:Il of the opinion the.t a~:9licant r:ill be 
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recp.ired to expend at least t:b.is amount to -oring its :plant into a 

condition that satis~actory service m~ be rendered. 

Applicant 1n this proceedi~g a~ks that this Commission al­

low it to mako effective cert,'lin increases in ra.~es, over tho se now 

eXisting. in order ".;hat it might be in a. position to, :finance its pro­

posed construction program. .ll t!:.o~ it is a proper proced1lXe for 

3. utility to re<?uest the opinion of this COlll!i'.1ssion relative to the 

propriety o:! making certain expend1 tures. yet this Cocmission ca:anot 

allow a utili'ty' to ch.s.rgc and. collect rates in excess o:! those which 

e.re rea.sonable, either for the p~ent of capi ta.l expe:ndi tures or 

that the utility migh.t :finance itself under mo:-c favorable conditions. 

Ii? however, a utility wiselY m~es inveztments that adeqnate and 

efficient service will result, then that utility may expect ra.tes 

which will take account of expenditures. 

Applicantts a.verage investment during the ~a.r 1923 was 

$72.00 per station and its opere ting revenues and ex:PellSes a.s shown 

in the preceding t~ble for the year 1925 amount to $29.60 and $25.60 

per ststion rospectivel1. under conditions which ~ou1d norma,1lr 

exist atter applicant has completed additions to its plant necessary 

to serve the present undeveloped business and to adequatelY provide 

for fQ.ture business vJhich may be expected, app11csnt t 8 in vestment 

will total. approxi.lll8. telY ~92 .50 per stat.ion. Opera ting expenses :for 

this same period should amount to not more than $26.00 per station and 

under'these conditiOns, assucing ~e present rates to be in effect, 

the resUl ti::lg return to a.pplicant w ill then amount to' approxLma.te1Y 

seven per cent. On t!lis basiS a~"Olieo.n t ms.y be entitled. to an . .. 
increase in rates. Tile time at which such. an increase rIJ8.y become ef­

fective, Will, however, depend upon the time ~en applicant is able to 

bring its system up to the point whero adeQ,'Il8.te and eatisfactor.y service 
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vd.ll be rendered. T".tlis may be d.etermined u!l0n prop er showing be­

fore this Commission tilat S".:.ch conditio=.. exists a.t:.cl at the ti:ne this 

is done the relief set fort~ in the order !ollcwing, ii then ~eeded. 

will be granted by supplo:lent~ order. 

The modi~ications in tho present r~tes, which ~p~ears Sho~d 

be made :mo., it :::J.O.de. will ::-es::.l t in DJ:l increase in rates sufficient 

to give ~~~licgnt ~ reason~ble ~d fair roturn, vrlll be an increase of 

25¥ per sts.tion for indiVidual line bl.:.siness a.Ild. ::-esidence serv::'ce and 

an increase of 25¢ per t::r"~ for p::i vs.te branoh exchsnge service. The 

Comp~ has elso, at the ~resent time, a n~ber oi hcnd microphone sets 

&nd the ~roposed rate for this service is the rate for wall set plus 

75~. 

At the presont time applicant is fu.r:aishing D.ll eigllt party 

service to both 'business end ::-esidonce subscribers within the ~rimsry 

rate $ore$.. It does not s,:9pear to be in t!le interest of the subscribe rs 

to continue this service and this particulz: cl~ss ot :ervice :hould 

be eliminated. 

After 8.!l investigation which the CO:ll!.ission ::cas made it e:o­

pe~s thll.t certain !:l0e.if1cs.tions should be mD-de in the bOmld~ies of 

the primary rate o,rea ths;~ 1':.0 st econo::licaJ. s.nd s~tisfactory service 

m~y be rendered. The order following will provide that the area 

which is to 'be iI:.clucled in the primary re.te a.:res. vrill 'be th::::.t set 

forth in ~pplic~tTz Exhibit No.2 in this ~roceedi~. under the 

pro,osed set of schedules the servico to be rendered within the 

primary rate ares. is in~ivid.ual two and four p~rty service and. with­

in the suburban area" subi:.I"bc.n service under suburban ro.tez in which 

no ch~ge is contemplated. Subscribers may also obtain the individual 

two an~ four psrty serv:;'ce by l'aying l'ri:ns.ry re.te area rates for 
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theso scr\~co~, plus miloago caarges. 

':2he Commission c.lso :nade '3..."1 extens1 \"e in\"estigstioI:. 

ins ir.. rendering service during tile pest, the resul ~ of which e;r& 

~art of thiS 9roceedL~g thr0Ut-h the testimony of ASSistant Zngineer 

~I. 1. Rhodes. It saeos advisable that oc::ta.in changes should bo 

ma.de 1n the :nethods now 'being ~:()llowed by the applicant E'.nd. as these 

change~ can be best carried o~t by cooperat~vc wor~ between ap~li-

cant and'the CommissionTs Engineering Dep$rtment, the erder v~ll 

provide that applicant maZe s~ch changes as it ~8y be informally 

d.irected froe time to t~e ~y this Co~ssion. 

to this Co~ission re~uest1ng certain revisions in its present 

rates for ser\"i ce a..."ld for such other and further relie:f' that it may 

be able to obt~n sufficient revenues to enable it to socure funds 

with which to carry out its completed program ior additions to its 

plant and bette~ments to its service, s. public heari~ havi~~ been 

held., the ~tter ~eir~ sUboitted and now rea~ for decision, 

T.ce ?e.ilroe.d. Commissio::1 finds as a fact that the present 

rates and charges -are just ~nd ~casor~blc rates for the service 

which applicant is no~ renderir-g under t~e present conditions of 

opera.tion and that the :;-:a:i.lroad Co=:mission further finds as e :fect 

taat when ap2licant will have completed t~e const~~etion proSr~ 

now in progress a.:nd when applicar:t is il.:' eo p03i tion~ to render an 

adeq,u.a. te service reasonably :.leeting "';c.e dems.nds for serVice, tha.t 

tho :present rates a..YJ.d.. cc.s.rgos ... :ill :;\t that time be unjust and un-

reasonable insofar as they differ from tho rate2 set forth in the 

ord.er :following. 

Basing its orier upon ~be foregoing finding c: facts and 

other facts contained in the opi~on precedi~$ this order, 

- 8 -

209 



I~ IS EEREB! O?~E?3D that Redondo Rome Telephon~ Company 

be, and it 1s hereby authorized, to f1le and =ake effective the 

follOWing modifications to its existing rates and charges, and 

Primary Rate Area upon co~letion of ~ch additions and Changes 

in its telephone ~lant and system that adequate service Will be 

rendered to existing ~bsoribers and that all reasonable domands 

for service may be met, and to make effective suCh other changes 

in its rates or service as may hereafter be found reasonable by 

this Co:nmiss1on, and upon proper shOwing before this CoIrJm1ss1on 

that such additions and changes have been made to its system and 

that adequate service is being furnished and that such relief is 

neoessary and upon issuance of a supplemental order by the Rail­

road CO~ssion. 

~d1f1eation to Existing ~ates~ 

(a) Individual Line Service: 

The rates for indiVidual line bUSiness and residence ser-

vice to be; 

Service 

Business Service - Individual Line 

ReSidence Service- Individual Line 

(0) Private Ex-snell ~CJ:la.nge Service: 

3ate -oer llonth: 
* 

Wall Set Desk Set 

$ 3.50 

2.75 

$ 3.75 

3.00 

The rates for trunk 11nos to private branch exchange to be; 

Jr1rst Tru.nk ~ 5~50 per month 

Each Additional ~ 4.50 " " 

(c) Pross Sorvice: 

~he !ate £or trunk line ~or press service to be the ~d~v~d­
~ ouslneSZ 11ne well e~t rate. 

(d) Rand Mic'ro"Ohone Sets: 

~h~ rste £o~ ~ h$n~ ~crophone set to be the wsll set rate 

~lus 75¢ per ~onth. 



(e) Eight Partl ~1ne Service Wi thin ?rima.ry ?.s.te Ares.: 

Eight party line business or residence service to be 

discontinued. 'Iii thin the Primary Rate Area. 

Modification to J?:ri:ma.ry Rate Area. B'oundar.x. 

The boundary of the ~r1mary rate area to oe in 

acco~danca with the proposed boundary as set forth 

in A:pplica.nt's Exhibit No.2 in t:b.is proceeding • 

.&W IT IS a EREBY' 3'u.aT~~ O?.DZ?3D that the Redondo 

Ro~e Telephone Company cake ~ch modifics.ti~s and changes in 

its records ~d :procedures affect~g servic& as it may be infor­

meJ.ly directed from time to time oy the Eailroa.d Cot:mlission. 

The foregoing opinion and order is hereby orde~ed 

f1led as th.e opinion and order of the R8.1lroad CO:.:1.'Uss1on ct 

the State of C~ifornia. 

Dated at San zrancisco, California, this 

day 00£ Augu~t"1924. 
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