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BEFORE THE RATILROAD COMMISSION OF TEE STATE OF CALIFORNIA.

In the matter of the Application of
THE WESTERN UNION TELEGRAPH COMPANY,

& corporation, for an order fixing Application No. 13372.
reasonable rates for the transmission
of Intrastate Press Dispatches.

Bevorly L. Hodghesd and Deviin and Brookmsn,

. by Douglas Brookmen, .for applicant.

E. W. Norton anld G. J. Fink, for San Fraxcisco
XYewspaper Association, California News-
paper Pudlishers’ Assoclation, Los

Angeles Express,.Los Angeles Herald,
Los Angeles Exanminer and Stockton In-
dopendent, protestants.

W. Bupp, for the Department of Budlic Works of
the State of Washington, interested party.

WEITSELL, COMMISSIONER:

OPIXNIOX

Western Union ﬂ‘.eleg-e.ph. compa.:w, a.pplica.nt in this
;roceod.ing, requests the Commission for sn order authorizing an
fncrease in the rates and tolls on 1n'qrasto.tee pross dispatches.
The specific request made is for the establishment of r@tés for
such fntrastate press dispatches that day press messages will de
assessel at one~third end night press messé.ges oxe=-sixth of the
present intrastate full commercial day rates at commercisl count.
Public heariﬁgs have beexr had in this proceeding and the matter
hag been sudnmitted.

On fugust 1, 1918, the federal goverxment assumed
control o:t"teiephone and telegra.ph vtilities in the United States.
Rates for sll commerciel messages transmitted by telegraph come
penies were incressed twenty (20) per cent over the rates for
similar sexrvice effective ;priar ‘:;o tha..‘c time. No increase in .

press dispatch rates was made. Subsequent to the release of




telephone and telegraph companies from federal control, on July
31, 1919, this Commission, by its Genexral Oxrder No. 56, contimumel

in elfect those':a.tes. established for service in the State of
Californie during tho period of felderal control. These rates
wore declared Just and ressonmabdle in this Commiszion's Decision
No. 9180, dated June 29, 1921. S

The applicent claimed and dy a falr preponderance of
the evidence established that its. inti-a.sta.te press rates were.
swch &3 to result In an owt-of-pocket loss on this category of
business. The proposed rates, according to the showing made,
Will rednce thfs 10ss by about §$7700 & year but will still leave
the Musiness & profitlesz one. . Tnder the rule laid down in
Nortaern Pacific Railroad Co. v. North Dekota, 236 U.S. 585, the

applicant is entitled to the specific rélier it .seeka.

But this by no neans disposes of the situation here
presented. ) | |

Iz making out its case for the specific relief socught
and here g,éa.nted., applicant, by Lts responsidle officials, sudb-
altted (o) a veluation of Lts property in Califorzia, and (b)
atatements oL operating results of its California bug iness. It
then segregated its California property into that used in intra-
state business anld that vsed In inter and trans state Musiness,

and ALl the same in respect to 1ts operating rovenmne and expense.

This indicated that its falifornis business as 2 whole Was ex-
éeed.ingly profitable, while its purely intraz-ctate business, a.a‘
to which this Commission hes Jjurisdiction, was unprofitable.
The tables hereafter set forth exhidit the showing
thus mades A




TABLE T
CALIFORNIA SUSINESS

Tadepreciated valuwe of California
propexrty izn 19235, as per valuation
metholds of Interstate Commerce Com-
nission (adjusted from Applicantts (1)
m.zw&z}..-o-_.o----ooslo’ass’m.a

Total California 6perating Recsipis
for 1925 (Applicant’s Bx. 3 L) . . 7,891 ,554.

Total Celifornia Operating Expenditures
for 1925 (Applicant’s Ex. &4} . . 5,016,342,

Celifornie Operating Earnings for
1925 (Applicant™s EX. B3 A) « ¢ o - 2,875,222,

Rate of Return in 1925 on Californis (2)
buﬁness.-o‘-.-.-o.ob 26.4%..

T™RLE IT
INTRASTATE BUSINESS

Tanldepreciated value of California
propexrty used iz intrastate
busiress ix 1925, as per valus-
tion metholds of Interstate Com-
nerce Commission. (aljusted from ' =
Epplicant’™s Exs. 2208 3} 4 « s - « « - $ 2,748,670.

Total California Opexrating Re&eipts
for 1925 (&pplicantT™s Ex. & A1) . . . 2,035,889,

Total Celifornia Operating Expenditures |
Zor 1925 (Applicant’s Ex. F A-1) . . . 2,106,103,

Net California Opereting Barnings x
(ﬂp}licmtfam- 3.5.-1) s o e &+ ° * & 70,&4.

Rate of Return in 1925 on Celifornis Intre-
St&tcmsinesso e & @& & 5 o s .8 & »

* Loss

(1) Applicant in preparing 11ts case nad 1%s Mr. Clunan, its calel
division auditor, meke up Ligures for the year 1925. r. NMeigs,
~the applicsnt’™s valuation engineer, presented valuation figures,
tut these were for 1926. EHe hal previously given Mr. Clunan
epproximately correct fLigures for 1925. The figure here usel iz
believed to be an accurate adjustment of Mr. Meigs' 1926 Ligures to
the 1925 basis, in view of the explanatory testimony of ‘these two
vitnesses. , C .
(2) If %the valuation be relucel by, say, 104 becaunse of deprecia~
tion the rate of return would be » Mr. Meigs testified that the
reprofuction new cost would be abdout 40% higher than the figure
glven by him, or, in round figures, $14,000,000. The net earnizngs
for 1925 would yield a return of 20%.upon this valuation. Should
this figure of $£14,000,000 be reduced %o allow for dopreciation the
resultant rate of earning would de substantially higher. It is
(Continued on Page 4)
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TARLE NO. III
mmmm@mrm ms-smz)

Una.eprecia.ted va.lue ot Calitomia.
property used in interstate
business in 1925, as per valuge
ticxn npethods of Intersiate Com- :
perce ComRiSSIOR o v o o o » o o « » » » $8,106,790

Totel California Operating Receipts pe
ior 19% LJ - . - » - - L - - L - - -» LJ L] 5’85’5.6%

Totel Celifornia Operating Expenditures
Ior 19% L 4 - - - - L 3 - L L 4 - - - - - - - z,.glo ’%9‘

Net Califorzia Opersting Eernings . . « - « . 2,945,426

Rate of Return iz 1925 on Californis Inter- C3)
. SmthineSS-..-..-‘....--. (4

While the figures given in the foregoing tadles are for
1925, they were presented by tae applicant as representative of
its earning position. An examinatiozn of the anzmal reports of |
tae company on file with this Commission inlicates thet these
1925 Pigures are fairly representative of 1927 conditions.

It thus appears from the applicant’™s own showizng thet
upon Lits entire Californie business it is ea.::'nine: & return of from
20% to 30%, Cepenlding upon the basis of valuatiocn upon which com~
p‘a.éed, while on iis California interstate Business its earning
rate is substaxntially higher. On the basis of valvation followed
by the Interstate C‘:ommerca_ Commission its earnimgs for the latter

class of busizess are approximately 40%.

(2) ContT™d from page 3. |
spparent.from these figures that the Company iz 1925 emed. on
ity Celifornia Yusiness all the way from 20% to 30%, depending
upor the basis of the valuation used - end this without taking
into account the reasonabdlemess of some of Lis operating expenses.

(3} Iz the value of property useld inm interstate Muginess e
Gopreciated by 10% the rate of return would be approximately 40%.




. Fortunately Congress has provided in the Interstate
Commerce Commission & boly vested with the a.u'thoritir a.na.‘ thé
jurisdiction %o cortrol and fix the interstate rates a.nd. charges
of & utility suckh as the applicant. With the situatlox here
presented, the Commission would be derelict . 1ts duty 12 1t
fodled to authorize and direct an appropriate proceeding before

the Interstate Commerce Commiszion for relief Lrom rates sO ox-

- (4) ‘
cossive as here indicated. = The order will direct suck a
proceoding.

e following form of order is recommended:

e

o

2ER

| Western Union Telegraphk Company having made spplication
+o the Railroad Com:niséién for axn oxder aunthorizing it to increase
its rates and ché.rges for press dispatchos withinl the State of.
California, &s sot forth in "Exhibit A" ‘attac;hedt %o 1ts applica~
tiom, heerings having been held, the metter having been submitted,
and ’the Commd.ssdon, being fully informed in the matier, it is horeby
founl as a fact that the increase im press rates herein requested
ig Justified.

" ' Basing its order on the foregoing finding of fact and
othexr ﬁ:id.ine;s of Zact contairned in the op;nion which precedes
this oxder,

IT IS HEEREBY ORDERED that Westerm Uniox Telegraph
Company | f
(1) Crarge anld collect for intrastate press dispatches
in the State of Celifornis on sul after _jupel
1928, the following rates:

TZ IZ eoplicant s roces SHOULG 06 Tedaced SO ThAT O 10S Cali-
. fornia business as & whole it would earm 7% on the bdasis of
veluation thus far generelly cmployed by the Intersiate
Commerce Commission, this would involve & refuction in its
gross Californis receipts of over 32,000,000 a yeoar.

S




For day press messages: One~third of whet the

t0lls would be om the same message at fall
commercial day rates, at commercisl couxnt.

For nizht press messasges: One-sixth of whet the

tolls would be on the same messege at full

commexrcial day rates, at commercial count.

(2} Pile with the Railroald Commission the rates set

:Eqi'th 4n (1) above, ox or before _ May 25
1928. o . . .

IT IS FURTEER ORDERED that the Attoraey of this Commis-
sior, in tﬁé pame ot anl. for the _Railroad:Comm ssion of Californie,
2ile an appropriate petitiom or complaint before the Interstate
Commerce Commissiom against the Western Union I‘glegraﬁh Company

asking for an investigation and revision of thé Company’s inter-
state rates as they affect California. ' )

. For all other purposes the effective &ate of this order
shall be twenty (20) &ays from auf affer the dete hereof.

The *o§~ogaing opinion and order are hereby approved and
oxdereld :riled. as the opinion and oxder of the Railroad Commission
of the State of Califoraia. e

" Dated at San Framecisco, Celiformia, thfs _/( day
Kot , 1928. |
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