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RAIZROLD CQUIIISSICK

In the Matter of the Application - .
of REDONDO EQ.E TEIZ2EQNZ COL2AXY,
(e corporation), for a revision of
its rates for telephone service.

Application Fo. 9560

D. Josgepk Coyne, Zor Applicant.

Trenk L. Rerry for the Civties of Redondo
Beach and Zanhattan Beack.

C. 4. Bridge for <the City of Zermosa BSeach.

franx L. Perry, ¢. 5. sarizer and C. A. 3ridge
for tne Citlies of Redondo Boach,
Eormosa 3e¢ack and llenhatian Beach.

CRZIISSICIER:

Rwedondo Home Teleprone Company, in its apnlicevtion,
for a revision of its present retes Ifor service and for such
and further rolief, that it may be able o odtain sufficient revenues
to onadle it +0 cecure funds with walch to carry out its completed
prozram for additions to its plent and betterments to its service.
Applicent claims that on account of the great increase
in numboer of subseribers thet 1vs sysvem nas become inasdegquate in
nany localities and thav its fecilities must be oxtended Immediate-
1y, votz vo afford o ivs nresent subserivers service for welch
thoy have elready applied =ad to provid; means %0 sorve the future
domand for service. ALvplicant furtrhoer ¢lalims tnet the rates now
in offect 4o no% yield sufficiont revonues %0 onable it 4o meet
its actual and reazonable mainvenance and operating exponses, to-

gother with o reasonsble deprecistion annuity, snd-'to give a roturn

on the fair wvalue of its properties used and useful in ren&oring

service to tho public so. that 1t can sell itz securities in order
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%o obtain funds with which to make nocezsary additions and exten-
sions to it3 oroperties.

Anolicant operates a menual telcpyhone exchange in the
City of Rodondo Beach, furnishing exchange servico throughout the
cities of Redondo Beach, Hormose Beach crd llanhattan Beach. Toll
or long disvance service is avalleble o the subseridors of ap-
nllican? over the lines of the United States Long Distance Televhone
and Telegradph Company and The Pocific Telenhone and Telegraph Conm-
pany; Tne populetion ac showm by vhe clties' directories as of
July 1, 1923, totals 14,355 for %the three cities sorved by appli-
cant. These cltles are rapidly growlng ernd it is now estimated <that
the present nopulation will be increased to at least 37,000 by +thae
year 1930.

The development of avplicani's system, &3 of Fedruary
1, 1924, shows that tolephone service is furnished to 1,710 sub-
seriders by means of 579 lines. This telervhone devolovment is
eguivalent to one velepaone station %o each eight peodle, or twelve
telephones to every one nundred people. This is a relatiwvely low
velephone development wioen compared with other towns of similsr -
size. In Californias towms peving a poprulation of from ten %to tweniy
thousand, the population per teleprone station varies from 4.6 %o
7.2, which 18 an averagoe of six persons %o every telephone or six~
teen tolephones to every one nundred veople.

Thore has becn comsideradle complaint to the effect that
applicant nas not sufficient facilities necessary to render servico
as hag beon demended. Tals condition is indicated by the above
figures and it iz also sdmitted by mpolicant.

dpplicant submitted,through lr. Zrnest Irwin, en inven-

tory and appraisal of its properties as of June 1, 1923, together

with additione and betterments mede subsequentlybringing the valuae

viom up to Jenwary 1, 1924. 4 summary of tais apyralsal, represent-
ing the historical reproduction ¢cost of applicant’s propexrties, is

soown in toe following tabdle:




STLIARY OF VALUATION OF 2LATT

°

EDOIDO ZOLT DEIEPHOJE COLIPANY.

Additions
and
Betterments

Teluwation June 1, 1923 Taluation
a= of to as of

June }, 1925 Jan. 1, 1924 Jan. 1, 1924

Crgenization s 1,000.00 3 1,000.00
Pranchices 500.00 500.00

Land 1,600.00 1,600.00

Central Qffice Iguipment

Switchboard 13,726.55 ; 8469 13,735.24

Other equipment 480,76 32.20 512.96
station Apparatus 14,582.92 1,983.54 16,566.46
Station Instellations 3,443.90 865.29 4,309.19
Privete 3ranch Ixcranges 1,065.21 171.65 1,236.86
Ixcrange 2o0lc Lines 24,697.70 229.84 24,927.54
Zxchenge ALeriel Cable 14,792.13 334.79 15,126.92
Zxchange Aerial Wire . 22,182.77 2;866.81 25,019.58
Zxch. Underground vonduit 5,376.86 212.08 5,588.94
Zxch. Jnderground Cavle 6,844.09 22.88 6;866.97
Murniture and Fixtures 3,535.41 29.80 3,565.21
Store and Shop Zouipment 33.00 33.00
Jarage Zguipment 3,443 .52 1,105.51 4;549.05
General Tools 266.56 100.75 367.11

To0otTal $117,541.18 G 7,963.83 $125,505.01




Tpois inventory and eporeisal nas veen caecked oy Lr. F. M.

Cesal, Lssistent Zngineer of the Californis Railroad Cormission, and

wita tee exception of thc item of "Orgzanizetion™, the gbove figures
ney be accepted as representing & reasonsble historical reproduction
cost of applicant’s opefative properties as of Janmvary L, 1924.

A sta?t e"ent °nowi** vhe results of applicant's operations
during the past year, together with the Jommission's check of operst-
ing revonues and expenses for the yeer ending Jemuary 31, 1924, are

as skown in the following table:

22D0ND0 ZOE T3 2 COMRANY

Railroad :

‘ Commission's

Arplicant’s Bxnidit No. 1

=xhibit ¥o. 5 Teb. I, 1923 %o
L v 23 Jan. 31 1924,

ETINTUE

Zxchange Service
Toll Service
XLicscellaneous

. Totsal

ZLTZNSES

Zaintenance
Traffic
Compercial
Gonersal
Texes
- Uncollectible Bills
Total

Net for Interest =nd Depreciation
Deprecination

et for Interest

245,058.14

$5,733.06

© 26.85
74T,

$11;,790.55

9,454.84

3,140.06

6;489.32

2,934.16.

380454
]

14,628.08
5;170.28
9,457.80

$44;381.60
5,844.15
* 2.25

WOV ,220.

+12;607.00
9,501.00
3,170.00
6:,541.00
*400.00

y L J

15;113.00

S;OSQ;QO

$10,061.00




Aoplicent's net earnings of 39,457.80, 25 shown in its Ix-
hibit lo. &, are equivalent vo a returm of 7.7 per cont and thae net

rotvrn for interest of (;10,061.00, as deternined by the Commission and
ag set forth im tae 2bove table, i couivelent t0 a return of 8.3 per
cent or a reaconable rate baso oo zerein Zound reasonable. It is
apparent, from thaese Iizures, that under present conditions o2 oncra-
tion apelicant nceds 2o relief in the Lorm of incressed rates.

is, and hes been for some
time, very coxgested Tew subserivers caanot be fur-
nisned szervice exceot i C 7 resuliing from & 4discon-
tinuence of an existing service or by degrading en existing service.
20 relieve tzis conditiorn and in order +thed applicant will be in 2
position to render a service which the subseribers and public are en-
vitled to enjoy, it will e reguired %o wake immediate expansion and
addition to its present vlant. w1l vlans provid-
ing Zor an increase in its plant, walck it believes will correct the
presentvgonditions cnd enable it To talke cere of the nresent and
future demards of service.

Lpplicant nas alresdy contracted for additionel central of-

fice eguwipment and zscociated apparatus, costing apvroximately $9,000.

and welek 1t contemplates will bo installed during the letter paxrt
of tais year. The installation of tzis boerd should afford the
necessary relief reguired in central office capacity. Lpplicant's
plans for outside plant construction, inclvding ecerial and under-
ground ceble end suburber construction will involve the expenditure
of $65,000.00 and these Lacilitics will be installed during the yesrs
1924 and 1925 25 the needs for service demaxnd. These figures rave

been cnoeczed and 'I. em of the opinion that arvlicant will be




reqired to expend at least this amownt to dring its plant into a
condition that satisfactory service mgy be rendered.

Applicent in thils proceeding asks that this Commissilon al-
low it to maeke effective certain increases in rafes, over those now
existing, in order that it might be in & positim %W finence its pro-
posed construction progrem. aAltzough it is a proper procedure for
a utility to reguest the opinion of this Comuission relative to the
propriefy 02 melking certain expenditures, yet this Commiscion cannot
gllow e wtility to ckharge and collect raves in excess 0% those which
ere reasomable, cither £or the payment of capital experditures or
that the wtility mighf finance itself wder more favorable conditions.
If, nowever, a Wtility wisely meakes investments thet edequate and
efficient service will reéult, then that utility mey expect rates
which will teke account of expenditures.

Applicant’s average invesiment during the year 1923 was
$72.00 per stetion and its opersting reverues and €xpenses a3 shown
in the preceding table for the year 1923 amownt to $29.60 and $23 .60
per station respectivelf. Trder conditions which should normslly
exist éiter applicant nas completed additions to 1its plent necessary
to serve tae present undeveloped business and to adequately provide
foyr future business waich may be expected, applicant’s investment
will total epproximstely $92.50 per statlone Overating expenses for
thic same period skhould smount o not more than 326.00 per station and
under thece conditions, assuming ine present rates to be in effect,
the resullting return to applicent will then amount W approximately
geven per cent. On this basis epplicant may be entitled to &n

ineresse in rates. The time ab wpich such an increase may become ef=-

fective, will, nowever, depend upon the time vhen applicent is able W

oring its system uwp to the point where adequate and satisfactory service




will be rendered. Thnis may be determined unon proper saowing be-
fore this Commission that suek con&itib:.exists ard gt the time this
is done the relief cet forth in the order following, if then needed,
will be granted by supplomental order.

The modifications in the present retes, which crmears should
be mede a2nd, if made, will result in ox increase in rates sufficient
to give applicont 2 reasonsdle and fair return, will be an increase of
25¢ per station ZLor individual line business and residence service and
ap. increcse of 25¢ per trunx for privaete branch exchenge service. The
Compsny'has elso, at the vrecsent Time, & number oI hond microvhoze sets
end tae wroposed rate for tals service is the rate for wall set plus
75%.

At the ovresent time sapplicent is furnishing an eigav vorty
service to both business ond residonce subseriders within the y»rimery
rate ares. It 4oos not anpear U0 be in tae interest of vhe subseriders
to continue this service and this particuler class of service chould
be elimirated.

After an investigetion whicz the Commission hac made it ep-
voars that certain modifications should be made In the boundsries of
“he vrimery rate area thab rmost economicel and satisfectory service
may be rondered. Tre order following will provide that the area

waicn L3 o be included in the yrimery ravte ares will be thet sed

forth in applicont’s Exnibit No. 2 in this »roceedirg. Urnder the

pronosed set 0f scredwles vhe service To be rexndered within the
primary rate area is individual two and four »2rty service and with-
in the suburban area, suburbdben service vander suburban rates in which

1o chaage is convenvlaved. Subscribers may also obtain the individual

Two ant four parly service by peying drimery rete sres rates for




theszo sorvices, oluc mileagoe cnarges.

2ne Commission clso made an extensive investigetion
rolasiTe %0 Shne various methods walch applicant hes been follow-
ing ir rendering service during tre pasy, thoe results of which are

-

vart of this oroceeding througn the testvimony ol Assisient Zngineer
Y. V. Rnodes. Lt seems advisable that sertain changes should be
mede in the methods now teing foliowed by the sapplicant ancd as these
changec can be bost carried out by cooperative worx betweor apoli-
cent and- the Commission's Engineering Department, the oxder will

provide that epylicant male such changes as it may be informally

directed from time vo time by this Commission.

0=

Redondo HZome Televaone Comosany, raving made aprlication

N

+nis Coxmicsion reouesiting certain revisions in its yresent
rates for service and for suck other and further reolief that it may
be able to obtain sufficient revenues to exnable it to sccure funds
witz waick to carry out its completed program Lor additions to its
olant and vetterments to its service, & vublic nearing naving been
neld, thec matter bYeiny svbmitited and now ready for decision,

Tae 2eilroed Commission finds a3 & fact that the present
retes and charges are Jjust and rcesonable rates for the service
which applicant is now rendering under tze present conditions of
operation and that the Nailroad Commission furtner finds as & Zect
thet govlicant will have completed the construction »rog
now in nrogress and wken applicant is inm & vosition” to render an
‘adequate service reasonsbly neeting <ke demands Lor service, that
tac present rates and crerges will at that time be unjust and wn.

ragsonable insofar ez thoy dilfer Lrom thoe rates set foxrth In the

order Lollowing.

Basing 1ts order upon “he foregoing finding of facts and

other facts contained irn the opinion vrecedinz tals order
o o




. IT IS EEREBY ORDERID that Redondo Home Telephons Company

be, and it is herebdby authorized, to file and make offective the
following modifications to its existing rates and éharges; and
Primary Rate Ares upon'completion of sﬁch additions ard changes
in 1ts telephone vlant and system that sdequate service will bde
rendered to existing subscribers and ttat all reasonable demsnds
for service may be met, and to meke effective such other Changes
in its rates or service as may hereafter be Lound reasonable by
this Commission, snd upon propexr showing before tais Commission
- that such sdditions and changes have.been made to its system and
that adequate service is being furnished and that sweh relief is
necessary and uwpon issuance of a supplemental order by the Rail-

road Commission.

Uodification to Zxisting Rates.

(a) TIndividual Line Service:

The rates for individmal line business and rescidence ser-

vice to be:

2ate per XNonth:
Service Wall Sat Desk Set

Business Service ~ Individual Line £ 3.50 3 3.75

Rosidence Service- Individual Iine 2.75 3.00

Private Branch Exchange Service:

Tke rates for trunk lines %o vrivete branch exchangs t0 be:
First Trunk $ 5.50 per month
Zach Additional Trunk 4.30 " "

Prose Sorvice:

Thﬁ tate for trunk lize for press service to be the individ-
uval business line wall se{ rate.

Hand iicrovhons Sets:

The rate for a hand mlcrophone set to be the wall set rate

plus 75¢ per montn.
-9~




Bight Party Line Service Within Primary Rate Ares:

Zight party line businessc or residence sexrvice to be
diccontinuned within the Primary Rate Arex.

Nodification to Primary Rate Aroa Boundary.

The boundary 0L the primary rate ares o be in
accordance with the proposed boundary as set forth

in Applicant’s Exhibit No. 2 in this proceeding.

AND IT IS EEREBY FURTEER O2DERED that the Redondo
Homo Telephone Company nake Such modificdticns and changes in
its records sxnd procedures alfecting service ac it may be infor-
nelly directed from time to time by the Railroad Commission.
. The foregoing opinion and order is hexreby ordexed
filed as the ovinion and order of the Railroad Commission of
tze State of Celifornia.

Dated at San Franciseo, Californiz, this %2 N
day of August 1924. |
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Commissmoners.




