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) 
I:t the matter ot" the Inves"t;1ga tion ) 
on the Comm1s~on's ow.: motion ~to ) 
the rate-s,. tolls, rental..s, charges ) 
el.assi1"1.eat1.Otts., rul.es, re.gt.tlat1onS., ) 
praetices, co~traets, o~rations, } 
service, or SJlY' 0'1: them, ot: Los: Gatos ) 
Tele~hone C~~. } 

case. No. 3!,.9,9 .. 

) 

Chatt'ee :E:. Ha:ll., "ror. !.os' Gato$ 
'Iele:phons Com:p~. 

BY TE]; cOMrasSIOK: 

oprNrON' ~ __ -...iIIIIIIItI' __ 

Tb..1s is a proceed1ng'1nsti~te~ by the ~lro~d 

C:o::muiss1on on its. own mot1.OIl. OIl Februa:r:y ~5, 1.932:, :tor- tlle J?ur­

:pose ot" an investigation of tho. o:per:ttiollS or Los: Ga1:os': Telephone. 

C~. 

The Los Ga to:s Tele:phone. CoIll:Po.tI.7 was. orge:n1zed in :L9:LO, 

:Cor the purpose o'!' 'acq"u1r1ng the. properties 0-: su:set Rome Tele-

were a:p:prox1:la.te~Y' 400 telephones 1:1. serviee... The historieal. 

re:p:-oduction eost of the property as ot: December 3l., 1.9,20, W1!$ 

$44,330.00. CDee1s1.on ~o. 74l.9,A.prU. 9·,19.ZO-} ~ 'ro.e book$. o'r the 

Company as or Decemoor' 31, 19.3l, show' the· amo\:llt o-r $l~,82S.57 
" .. . 

as investea. in plant anct eq,u1pm.ent, and., 1, S9-O conneete4. zta. t:1ons. 

~e company now 01' ere.. te:s one 6xch.a.nge 'With z.erviee' to aIl~x1-

mate~y 1,4:00~ subsc:ribers 'in I.os~~Gatos. and: vic1xt1.ty,1ne~ud1It€; 
. ........ . . 

a large area ot .. sparsely ~ettled. mounta1X:tous: terr:tt~. Los 
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.' 
Gatos Telephone Compa:a,r owns. Z2Z or the Otttstand1llg 268 :shares 

or $.to¢k or ~pbel~ Tele:phono Co:c.palXy',a ~l ttt:U1 ty' operating 

in the terri tory su.:!:'round1l:tg the T'own. err Camp'bell., a. 'te:;r m.i~es 

'C!;is.ts::lt 1":t'o::t: Los Gatos. 

Pr.tblle hear:tnes 1n this matter We7:& hel.d by" :E:X3:n1n er 

Z"olmson 1:0. Los Ga,tos, on April. Z6~ :rtale l~ and:. 1.5,~ 19'3Z~ and on 

this latter date: the: case' was su'bntt tted t:or decision .. 

ll, l're11m1nBl"Y' investigation ot: the aeeottttting methods 

and. records or- this eom:pa:rr:r revealed the nee~ ":y' -ror mekfng; e. 

complete va!.ua:t1on. o~ the :plant tlIlCl ecrtt1pment,. together with. en 
{ 

ana:lysis or the revenues and expenses, as the eor:rpa:rry- ~peare~ to 
, i 

be oorrr1ng a. retu:m grea"tly 1n. :'exees:s ot that us:uaIJ.y ~tte.d 
: ' 

by the Commission. 

ValiUttion and Be. te Basa. 
, " 

:E:. V. Wa.tson, Ass.istan.t. E::tg1neer' of' the Comm1~1on" s 

s.tatt", presented an. est1mate. of the- hiS:tor1cal.. rep~odttetion, 

cost and. re:p:t"oduo:t1on cost new ~ the !>:roperttes. or: the- eompe:ny 

e:!:: of December 3~) ~9S!., wh1.eh compare. with the: a:mOtO:lt on,' the 
'-

books as or that date as follows: 

R1storteal. :Re-oroduetio:i:. Cost •••••• $15&,77l..9Z 
R$1)roduct1.on cos.t New • __ ... _ ............. :p.48,9G.S.1.7 

Book cost ............................. : ................ :ji:l.84:,82S.f5.7 

The r::ortrpe:tr1 did not. :present. e: v.e:l.uatiOtt,· bttt used the 

Comm.lssj.on eng1neer"s: e~te of h1.storicel. rep:=odttetioll cost 

in. 1 ts estimate of rete 'Oe:.se. No erl.. t1eisms were ot:t'ered o-r 

tb.e valuations as mad.e. 

'!£r .. Watson. l'J:esented a. ra.te base- ap:p11ca.ble to the 

yes:r ~932., -;vllile the :rate 'be:se ot:t:ere<t by G. S. Z"e:.coi)s, Srlg1l:teer 

'tor: the eoI:l.p8ll:Y') was. appl1cable to 'the· twol ve-month per1,od. 

end1ng Z"u:le 30, 1935. '!he sue;ge,s.'ted. m te bases e.ompare ~ 
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t'ollows:: 

E1stonea:l. Valua:t1on., Deee:r::J.b.er 3.1.~l93l., 
Additions an~ Bet~ents, 
~te:r:1als and ~:pl1es, 

. Working cash. .Ce.',P':tte:l., 

:E:s.t:r.:mate:d Ret&..:sase, 

• 

$!.So-,77Z.. 
1l,Z-7S. 

2:,9:20 •. 
MS. 

Comp~ 
~eC'r 

$1.56,772" 
1.6.,102 •. 

. 
S,2.0o. • 

soc· • 
$l.75,57"'. 

The e."Videnee sh'Ows no materiaI. d1tte.:renees relat1 ve: 

to the. base upon wh1ch. the: e~ shoul.d r.ee:l.1ze- a retum,. 

:tgnor::L;Ig tlle ct1:Cterenee in theper10d seleetect, e:s M:I:'. J"aeobs: 
, 

ineludee. the total. add.1 tions and 'betterments estimated tor the: 

a line :p~b.s:sed th1.s Y'etrJ:' :D:om. The Pa.e:1.1"1c- Tel~hone and 

Telegraph. ~a.t tl1.e est:tma..ted. cost new or that l1n&~ where-

as the compa:t:y' has 'aetuauy aeo..uired. th.e ~1ne :t:or :tess .than one­

third o't such e.5t1mat&. 

:Reve:r:ue. 

:en the: est1l:rltltes or- the n.umber or stat10ns and a:xIou:n.t 

or reve:oxte:- produced the~,. the Commission eng1neer used the: 

yea:!: 19S2, while the: Company eng1:c:eer nlIopteCt the·: 'twe:lve-mon'th 

pen.od ending ~o 30,· 1935~ 

l!:xehenge: Revemte; 
Zoll 'Revenu&, 
Miseellaneo'tlS 'Rev.enne, 

Total Revenne---' 

The two est1ma..teo: ~. ste.:t1ons and 

COIIIXI%1ssiOxt 
'Engineer 

~,630' 

$44,761.. 
8,200. 

500·. 

$5$,561.. 

CampfJ:1X1" 
Ene;1n:ecr . 

·1-,oss 
~,4re. 

e,CSO-. 
5Oo.~ 

~z:,I.5S. 

'rhe estimate or stations presented by,Mr. J'aeobs 

appearS to be 1neo:aeet,. as it vre;s. 'based on the, report ~ the 

eom~ to. the Comm1s:s1on, wh1eh a. cheek by the COI!ml1zz1o::z. s:ta:tt' 

showeC!. to be 1n excess or the aetusl. :o:u:mber ot aeti ve s.tat1ons. 



• 
.As a resul. t, tlle per sta.:t,1oJl.re'Ven'll.e assu:m.ed by J..!l". J"e.co'b,s 

was too low.. On the other hru::d, the test1mony ot !t:r. ?a.::we-ll, 

?resident. ot the C'oI:II>eIl.'1, en the outlook tor 'the tutu::::&. , cen­

vinces us that the est~te e~ exchange. service revenue ot~ered 

by the Co:nm1 ss.!on ste.tt exceeds the ClIlount which it. 1.s. rotlSOI:-

able to assume will 'be earned. 1n 1.9'32", by 8;J?prox1xnate17 $500 .. 00 .. 

Toll sorvice revenue, est1mated, by the company's: wit.­

noss, ~xc~\lctes :D:OI:l considerat:tonthe toll. ttsage ~ one sttb-

ser1ber- who has: 'been resp,ons1ble fer e.PDro:x:1!n.ately thirteen, p~ 

cent ot the toll rev.enue: d:~1ne- the' past tvre-lve months: and. is 

CO!l.t1::nun.g su:cll. use.ge, because the: company vli.tness :p:l:ophe~ed 

that the O;cc:ount wo'lll.Ct 'be d.1seont1nued:. The l'o.s's1b:tllty o,-r 

zu.~ cl1seont1n't.tance: mllSZ be co~de=ed., "Out; the eontinu:tltg ~­

enue, eemtot be 1e;nore:Ct. 

The· major d:tff'erence ot' op1.n1on b~tween com:pe.xry- :met 

Com:nizsion m:t::esses in th:ts :proc:eedin& centers aroU:ld.tJle. as-

t.i:lates ot' nece~ and. reasonable tu-ture' operating ox:genze.s. 

iii th respect t.o certain: classes: of: expense the a1!l.O\m.."ts re:-

eONed on. the books 1n the pas:t are, not. re~ie;."ol.e., in furnish­

ing tl 'basis: :tor fU't1..tre· est1.tlates, inasmu.ch. as the' CO:t!lp~, 

throughou:.t its. eXi,stence, has railed: to properly follow the: 

s:ys:tem. ot· accounts tor telephone compan1es. preseri'be<t by the 

I:c..terste.te· C:ommerce Commission. anel: adopted.. 'by this. Commiss:1cm 

in resl'eet to ce:-tc.1n maintenance:, deprecie:t1on, and. eapt.tal. 

eXJ;>encli.tures:. The ol'eret1ng expenses~ shown. by the eom.pany 

in its rel'Ort to the C'~mm1ssion for 193:t,' and: th.e e's.-



ti:mates 01: the wi tnesses tor s1m1lar expenses are as follows.: 

LOS GATOS 'l'ELEP!:ONZ COMPl~ 

Operating Expenses. exclusive: o~De?reciat1~. 

::--------------------------~:----------~:~F~tt=,£±rrw~e~,~Es~~~iima~~·te~s---: 

: : 3eporteCt : comJ;le:ay:COItXll:USQ..OIt: 
: ________________________ ~:~~~~9~:Sl~---:~~~s;:~,~ee~r~:~~~~n~e~ar~: 

Re~~s ~ Wire P!.ent, $Z)39'Z .. ~O'~; 77.8. } 
Re~s: o~ E'CJ.tt1.pment, 28'7.'.:t.5· 23($., ) 
stat1.on, :temovals. and. c:lle:c:ges., 474;.01. ~,52S.. l $5,,645. 
Other IllIl1I:.tenanee expellSeS, 1,81.7 .39: ~,COS.) 
U!ldassU1.eCt, ' - 1 700 ) 

----------~,~~.~-------
Total MainteIl:S.llca Expenses- $4.,97.'0'.9'5 '$S ,3«' • $Q., MS. 

" 

Tratti.e Expenses:, 
General ottic:e sa lanes, 
o the=- goneral.. expenses, 

Total. Operating ~en.ses, 

$U,8VLoZ6. ~ll,ZOO. ~,222:. 
,4:,9:75.'00 ';,:59'1.. S,38~. 

7,29-3.97 7,1.5S. 'S,945. 

~29·,I.04,.18, $Z!.,2S4. $27,2.95. 

Roward TySOl:., ~a:lager or the C:O~, was called to­

otter the detalleCt support 'tor the estimate o-r unelass1r1ed 

expense subm:tttect by the com.~ engineer. Mr. 'XYson tes:ttt1ect 

that he hact mad-a an anal'1s:t.s or the labor chergez. to· the e.e­
preeiation. re:s:erv.& tor the years. l.S2,9, 1.930, e.n~ ~9':U, e.n~ that 

'. . 
in tb.os:e years. labor eos.'t$ 1n the :;;:0::13; o~ $.Z,25S.2'.fr. had been, 

charge(t to the del'ree1e.tion. res:erv.e. which. shoul.d: have· .gone to 

eanen.t :na.1l:tt.e:w:nee.. 'Z.c;.1s analys1.s: was: the 'bas1.$ tt:t:: ~. 

~eob.~ s es:t:1mAte or ~l., 700. :Cor unclassified. m.a1nte:c.enc;e:. It 

de.ve~~ed, on cross-examination. o~~ .. TysOn., that 1n 19'30~ the: 

yee:r or mex;tmtllJl charges 01: this: sort,. a large proPOrtion or' 
these charges whll.e. deser1.beCt in the company rec:ores: as: "'repain-:' 

we:e:, nevertheless., cha:'ged to the. reserve. During l.9Sl and 

1932, e:x:pend.1tures for s:tmi'Iez ~rep~ we:e, gen~ at 

lee:st, properly charged to maintenance. The aeto:all.y reeorded. 

charges :Cor ~S31., cou:pled 'with. a knowlea:e,e: or neeessa:ry ma1:a.­

tonanee. req'llirements 0-: companies or: th1,$ cllaracter, s;erv.'ed: as: 
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J"ac:o"o-s used. exclttsi.ve. ot the Ullclass1t'iec! 1,tem. 

the addi t10tt or: ~?l., 700. as ""U:l:class.1t'iect !!',a1.ntenanee'" to the' StUll 

so estimated. would. result ill the dU.:!t11~t1on of e.m.ou:n.ts allowed 

in the in tid est1ma te be. sect on. the expendi,tu.res :9ro~rly re-

corde~ as mainten~ce in 1931. 

amount estimated by Mr. Watson appears aa:equate. 

it should. be noted'.. that labor costs thrOiXe;hout the es:t:tmates are 

'based:. u'POll present wege. o.nd. salttty' levels: and that these are 

s.t1ll at the manmum po1n.t ~or th.is c:omD~. 

~$,tima.tes ot trat.::t1c: expense. suomi tted: were. :pra¢t1e~ 

:tn agre.emettt. 

1.!:r'. ,~3:eo~s:' es.timate ot: Gene.~...1 office salane-s is 

ere!'l.te.r tb.e:n. that Su.bmitted. by the COIIJIIliss:ton's: eng;1neer, due 

to an e.llowanc:e ot $1.,2'00'. f'or the salary o!' an additiOnal. 

ottice c1er.k. Ad.c.i tionaI help thus tar b.a.s no.t been employed. 

'by the eom:pe.ny and 111 the tace of. deeI.1n1ng revenue eJl~ stations 

and. a eont1n.1ltmce ot' the c1e:press:io:o: :pred.1e.ted. 'Oy the-compalXY", the' 

neeessity tor such aci.d1:t1onal., e~etl:Ze 1n ,the tut.Ul"e. is' not ev-

1e.en~. 

!'1il" .. Jc:co'b:>'" es:t:tmate. of other sene~ expense- was. 

w.,!UO. in excess o-r the Commissi.on ong1neer"s es;t1mt3.te-.. 'rh1.~ 

difrerence is ae~ounted for ~bst~tially by-an ezt~te. ~ $ZOO. 

for the emort1zat1o:l. ot expenses. ot' the r:;r:mrpeJly in this: pro-

ceeding,. ~OO. c!.ass:1r.:tecl as: ~su:c.ctnes:, '" ella: addit.i<>nal. ~o .. tor 
. -

"'.:niscellelleous labor" and. ~. ad.d.1 tio:uil tor direetorz'" tees. 

The: eX"Oense o"r conduct.ing this proceeding, as wel:t ru; the ex-... 

l' onse:s elassittet! as '" s'Wla:r1 es'" f3!!.d. "IO.1.scellaneouz. lab,or"" repre­

sent no,::t-recurr1ne exPend1 tu:r:es already proVided 1:0'1: nom. :past 

revenues, and nothing has 'been. ~re,~en.ted. in this; insta:cr.ce.· to 
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•• 
eon.T..I.Ztee· us: that these o:x:p.end1 tures: should be ine!.ude<i in the-

e "'1':~-'te 0'" ... ."..,., d t ..... w~ .......... .l:'ense use 0 test t'u.ture rates. On the other 

hand, an allowance: will be made. 1n the e:cpense es.t1:n.a,te toCt3Xe· 

t'or illcreaze~ eos"ts due to f'edere:!. texes 1mJlose<t during tlle 

pende:xey 0: this proeeecr:.tng. 

!1~. riatsOIl.' s est1ma.te. inelud.ed. en allowance O't ~O. 

:Cor d1reetor~' fees: following the COIilJ?aJlY" s pre:et1ee tOl:' some 

t.ime prior 't;o ,J\me:, 1931, when the :tee- for each ot" the~ directors. 

wac inerease<i trom::-.s. to $l.S. !tar meeting. 

be no neeessi ty tor such increase in the ~ee.s pa:.td. tlls grou:p o~ 

$ev~ directors at this t~e. 

Commi5s:ion and company witnesses are in. substtmt1al. 

agreement; wi t'b. ros.)?ec.t to the annua.:l allowance tor aec:ru1ng ete-. 
-preeiation, although tho amount is: less. tb.an halt that s.et up-

during !'93~ on the. books o~ the co~. 

rate 'base is. being used tor testing the rc.tes: ot: this eomp~,' 

annual. del'rae1ation will be compu.ted on a s1.x per cent :nnld.ng 

The S'\lIll round. reasonabl.e: tor inclusion in the 

counsel. urgec!. that 'b~ cause the' r8. tes o"r !.OS' Catos 

Te~e.pllo:te. CO:1:PaJIY" were as low or lo.wer tb.al'l. the rates tor s1ln­

ile:r classes. o~ s.erv:tee. in cities eom1'arabl.e in size the- ex­

is.ting rates. must. be r~na.bl.e ane. no reo.u.ct1on. is:. warrc.ntect.; 

al.so, 'because llei ther S\l.osc:ri'bers nor Town TrUstees: bad c:om .. 

:pla1ne~ to tb.e Commis':;do::t 0-: the ra.tes no ac:t.1on :tnvoI."l:tl:lg a 

red.uctiO:t. 01: re. tes. shoul.d'. be C'ons1.<lere.cl:. The Co:rnm.1.s~on. ca:n-

not ~e that either 0: these te.cts should; cont=ol. i.ts aeticm. 

r:he tact that this. company iz tu:olish1ng the co~t:r wit~a 
satis:f'ac"t0::Y servi..ee· at r~tes: o:.s low as: gonera!.l.y. t'ound. else-
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v..~ 1IiIJ'." •• "4. 

where, :po.ssi'bl.y to some extent: beco.use ot" an eeonomiC'3l. ru::.d. 

earet'ul. me.ne:gem.e:lt, would not excuse th1.s Co:mrr1ssio:::t in. allOWing 

unreasonable e~1ngs to the eom~ ~or the t~ture., alth~ it 

does war:e.nt the Co:om1ssion in 'being relatively' ~1bere::.. in f'1:c-

ing the rate ot return: to be allowed as a revro:rd 1:or prudent and. 

e.t1:ie1en. t 1!l3ne:gement. 

This: com:pany, :trom the time it began C>perat1o::t, has: 

issued two stock dividends 1n the amount o~ $29 ,620~ :per value'; 

paid. ei.<:;1l.t per cent Cli.v.:tdends on. aU. ::to¢k o:o:.tstand1ng, and b.a$ 

bui!..t up a. ~!.1IS ot a:PPl"ox:1.me.tely *53.,400:. as ot: ::J'eeembor Zl., 

!.931.. 

Due -;0 an '\JXtttSuel. tel~ho:o.e. de:c.s:i.ty 1ll the area, the 

ce.:pital 1nvcs:t!nen:ta.ncl operation costs on a sta..ti.Oll. basis ':;x::re 

e:l'prec1aol.y less then are found in o,ther exchange.$. serving z;im":' 

Uar 'Oo'Oulat:tons ... ... . 
m.ore- tb.an an adeCluate re't\I:t'n. on a li'bere:l. rate base. ' . !t is 

a:Pl'arent; trom: the cst1:oa:tes and testimony received:. that the 

contin:ua:.Iloe o~ the l':resen~ rates wooJ.d. res'\ll t 1n t~ c:.ortrpe.rJ:'J' 

rece-inng ma:~eriall.y more then a. reru>ono.'bl.e rEl:tum 'to:: the yoo:r 

~93Z, and. tbat zome: mod1n~.t1oI! ot: rates: :mel charges: ror tele-

phone service of this comp~ is re~u1re~. C"erta1n reduct10nz 

in: the :principal. rates will, theret'ore., be' orc!erecL 

Xl".. Faruel~, ::?res1dent- or the ~, tes:t1fi.ed. tha.~ 

he did. no't a:n'Orove of' the adVOllc:.e !,a,ment of: a ~S .• 50 service. .... 

!lot be e:timinatec!, "ou.t :.hO"..u.d be reduce:d... iTe are in ag:reement 

wi th this op:tnioll as ~!)p11ed to the concl.1 t10ns e:dst~ 1n the 

~o:; Ga tosz:cchenge ane: the rate z herein. or.Ctere,C:: mac!e. ei"t'ec:t1 ve 
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will ,o:et f'orth loyrer connection charges .. 

Decisio:o:.1ro. 7419, ,dateG. E.J?rU 9" 19'20 (18, ~C. 55), 

ord.ered r.o~ Gatos Telephone. ComlJc.::lY to set asiCte it.s, , deprecia.tion 

T1:.e de-

pree1e.t1on. expense. is. now ereatIy in excess of: this. 8lllOtm't and ~:t 

is not 1:1; 'the best interest or tb,~ C:otIll'any or its subsd'bers to-

set the reserve asicte in. a :rune.. The disco~t1~c~ o~ the 

aOove. r~erred to se,c-t1.on. of' Decision No. 7419~ w1ll, t.he=et'ore~ 

be. ordere.d. 

Co:mmiss1on and compe::rr;r witnesses. testtt1ect to the' &~eet 

tha:t some of the account1:lg practices: of' the com:p~ ha:ve been 

erro:eo'Us:.. Los Gatos Telephone Com:p~ is re~red to keep 1t$ 

~elepb.on.e Compan1es~ as preser1be:d. 'by the Interstate-Commerce 

CO:mUssioo and. adOl'ted. by tb.1.s com:nission, and. stnct eompl1anee 

wi th the t e:cns thereof: wil.l b.a en:t:orce~. 

The .'Railroati Commi sslon of' the state O'! o:o.1if'ornia. 

baV'ing inst1. tuted a:l 1n.ves t1ge.t:t.or:.. ot tho: 01' emt10ns or: Los Gc;tos 

~elephone' compa:ny. 1''O:bliO' llear..ngs: hav:tng been !leld., the matte:!:' 

llo.v1ng been. ~'tl'bm1 tteO: and. .now- boin$- ready '1:or dec.ision., 

=-.a.e :Ra1lroad CoIllIlriss1o:c:. or the state or ~orn1~, 

e.1"ter ~ Vil:te;. ~l andce:ref\l!. eo:c.s1~er.x.t.ion. to the reeor~ bet'ore 

it and. the·' argument of C'ot.:llco..el, concludes. and. r1n~ as. t'ollows, . 

to m't: 
:t. A. ree;so:ca"o~e rate- base :tor Los Gatos~e:te:phone 

CO!ll-oellY for the year 1932'" ine~uc1.i:lS: therein 
al.l elem.onts ot' cos.t., both tangibl.e and. 111-
tangi'ble., en al.lowc.nee -:or work1ng cash eo.l'1.ta!.. 
e.nd n:atcric.1s and su,,'Ol1.es su1't:te1ent to meet 
the ordinar.T oper~t~e requirements, wor~ ~ 
"roeress and e~t~te~ averaZ6 ~et add1~i~ 
and. ''bett~rments tor the: ye:xr and with. no> cIe­
d.uetion 1:or a.ecrued o.e:9reeie:t10n, is $ln,ooa. 



2. 'rne reas01.la'bly" to-be-ant1eil'atect erO-5S opeza.t1llg 
revenue und€tr existing'rates for the: yeer:r 1.932' 
is in. exeess 0'1: ~.) 000. 7 

s. The ... reasona~:~reCJ.u.:trem.ent for the '100::: 19.3Z, to 
mee. ... opera,,~ expense.s, depree1c..tiox: and. taxes 
eomm.e~te wi tb. the vol.um.e O't bu.siness and. revenue: 
expressed'. 1n Find:1ng: "'2"' is ;~3'7, 000. 

" 
4. The reasonably to-be-ant1e1:patect net revenue: s.va:1l-

a.ble tor return in ~9·3Z, under- existing :rates and 
with ef't'i,eient and. eeonomieu me.nae;e!!1en.t, is not 
less thal:t ~Jl.5., 000·. 

5. Under the rates here l'reseribea:., the net reve:we: 
available :rOI"' retur.t. reanonably to' be allt1e1pa.ted. 
in a. year such. as 19ZZ., w1 til. e:f'1:ic1ent end:. 
eeor:omi cal. management, l.s ~l.2", 900,. 

S .. The S'UI!l 01: ~Z, 900. is 1"ounc1 to 'be e. ree.sonable 
and. tat:::- retu:ol on the rate base' o'! $l'i.l.,OOO'. unde: 
the conditions an~ eircums~e~s no~ surroun~ 
Los Gatos. 'telephone: CO':Ap::m.;r. 

7.. The :prasan t zoe. te.S: of I.os Ga to's ':Cel.epho:c:e' Com:pa:rr:r 
are- u:nree.so:c.e.'ole to the extent they dlffer :D:."om 
the. rates.· here.1n ordered:, "nl:l1ch are round. to- be 
ji4s."t ana. reasonable rates tor the t'u'tl.I:r& .. 

B'as1I:tg 1 ts Order on the above. t1nc!il:l:gs: ~taet and. 

such other ~1nd.1ngs: ot' !"act and. eonel.'1ls1.ons as are c.on.ta1nod 1D. 

the 0:P:tI:.10n. preeeCtillg this Order, 

r! IS HL.OXBY tJRDE'BZD' tba-: Los: Gatos. TelephO:te compel:Y 

,. ,.-
z. Subm:t.t tor tiling on or betor.aSe,:lter,.t)er 15 ' 

19:52.,. sehe-d..uJ.es of' rates and'. eba:fses as ~et 
:Corth in ];Xlllb1t. "".f.!t' attached: here.to .• 

s. Ca:l.ce~ all schedules 0: rates. a:n~ charges and. 
all roles and. regulations "ivb.ieh are not in 
cont""o:cm1ty with those: set forth in. EXJn."t>1t "'1.1'f' 
attachec1 hereto and its Aule and. 'ReguJ,atioll.­
Ko..9;, "'Serviee: Charg~ 't'o-.r: :=te s-tor~t1on o-r 
Service.,.ff' as ot' October '1.; , 192. 

n' IS SEREBY' FOE'XE3ROR.DE...~ that Los Ge. tos Tel~hone 
-

Com"'Orx:r:T "tJJ/J.Y CLiseo1J:.t.1nue se'tting as1Cte 1. ts. deJ/reciation. -reserve - . 

-10-



• 

in a 1"uItct and at the rate o~ $2,1'72:. :per yeFJ:r, as requ1:re~ by 

the O'rder o"r the- Railroad. Corcn.1ss:t.on. in Deeis1on. !oro. 741.9, 

da~ed April S, I920 (18' C.R.C. 55). 

:E"or all other l''I:ttpOses the etteettva date of" th.1s 

Order shall be tvrenty caO} ~:;,. t):om and. ar.~ the date: hereof'. 
/,' 

DateG:. e..t Sa.n F'ranc:L.seo, Ce.l1f~, this ..1? day 

........ . 
." .. ~.:.. 





!.OS GATOS 

SERVICE: 
. . Appl1cable. tC> business and residence individual. line and 

ps:rt:r line nat rateserviee t'urn1shed w1th1n the Base Rate .,A,rea or 
the Los. Ge. toa. . EXch8llge • 

.. 
RA.TE: 

Rate :per Month 
el) Business Flat Rate Service: 

. . 
EaCh individual line desk set station........... $2.75 
Each. two-puty line desk set stat1on.' ........ _ •••• 2.25 
Each e~ns1on wall or desk set station, 

with or without ~ll........................... 1.00 
(2) Residence Flat Rate .serv1ee: 

Each indiV1dual line desk, set station ••••••••••• 
Each two-party line desk set station •••••••••••• 
Each tour-perty line desk set. station ••••••••••• 
Each extension wall or desk set station, 

$2.25 
2.00. 
l.75 

~th be~ ••••••••••••••• _..................... ~.OO 
Each extension wall or desk set ste. t1on, 

Without ,bell.................................. .50 
Each p~~wall set station - desk set station rate less 
. $.25 per month .. 

:Each. pr1m.ary. or exte:r:x.s1o:c. hand set· station - desk set 
.. . . stat10nrate p1us $.25 

per month. 
CONDITIONS·: 

(~) 'Individual. line and party line b'flS1nes$ and residence 
serv:1.ee w:Ul,. 'be :ru:t-n1slle.d outside th~ Be.se Rate Area and w1 thin the 
Exehe.nge Area a.t the above rates end. mileage rates. 

(2) Extension stations at the above rates are 1nstalled on 
the prem1ses,.on which the pr1lnary stat10ll is located. The above rates 
and mileage rates a:re applicable to ott-:prem1s&s extension stat10llS. 

(3) Per:manent connection or two- or more telephone lines at 
the re~est o~ the subscriber: 

{8.~ Ind1V1.dual bus1ness J.1nes and. 1nd1v1cl.ual residence lines, 
at the above 1ndiv1cl.~ business an~ residence station 
rates, will be pe:t'Il'la.nently connected a.t the subscriber's 
request proVided the stations so conne.cted are a:pp11ed~1"or 
by the same subscriber or record and the service is tor 
the U$e or such subscriber ~ hi$ premises. 

(b} Not more than rour (4) lines will be :peor.me.nently cOllllaeted. 
S1gnal1ng, in accordance. With the Com:p~ s standards, "ror 
the several sta.t1ons w:lll be :perrOl:med as_requasted by the 
subscriber. 

(e) In cases where actual. or obvious use indicates that the 
s~tion tor.whi~ connection to a bUSiness pr~ station 
is requested is a business extension station, this schedule 
does not appl~, but tbe regular business extension rate Witn 
mileage, 1~~, does ap~ly. 



SEMI-PUBI.IC SSRVICE !.OS GATOS 
r - • , 

SERVICE: . 
Al>Pl1eable to 1nd..1 vidual line semi-publ1c coin-bOx 

service "t.urn1shed with1J:. the Base Re.tc Area 01: the LosGa.tos 
Exelle.llge. 

RATE: 

:tach 1nd1V1dWll llna coin-box wall set sta.t1on: 

Uob. exchange message .................. e .. e" e' e'e _ e ~ $ .OS' 
Mintrrm:m charge :per ~al"............. •••••••••••• . .10 

Each 1nd1 Vid.ual l1ne cOin-box desk 
set station - wall.set· station rate 

plus $.25 :per month. 

:Each e:rtension welJ. or desk set station 
without coin box, l>er mont!:.. _ ............ _.e ...... e.... $1.00 

Eaehextensio.:o. hend se't station without, 
coin box, per mon~ ....... __ ••• e.e ............ e 1.25 

CONDITIONS: 

(~) Semi-pub-lie cOin-box service will be furnished ~ 
appl1cant~s.: request in stores,shops, reste.u:r:e:o.ts, theatres, or 
other semi-public locations WAere there is a collective use or 
the service by e. llUlltber or: guests, members, employees, or oeeupents, 
or where there is the reqUirement tor a oombination or transient 
and subsenbe:' usage. . . 

(2) Semi-public coin-box service will be. !urn1sbed 
,outside the Base Rate .Area and within the ExcheJige: .Area at the 
a.'bove rates and mileage rates. 

(3}.~~1on stations at the above rates are installed 
only on the:premises 0:0. 'Wh.1ch the. pr1:::aa:ry station is l:oca.tcd~ 



• 
EXC'HANGE SERVICE - SCEED't1IZ NO • 

.. ,. " 

J"OINT USER· SERVICE !..OS GATOS· 
, '. 

Applicable to jo1nt user service turn1sned Within the 
Los Ga.tos E:tehanse J..rea. 
-
RATE: 

Rate Per Month 
Each joint user service- in connection 

with ~lat rate business service ••••••••••• $l.OO 

CONDITIONS: 

. (l) J"o1n.t user service is an arretngement whereby an. 
individual, other thalt. an employee" me:mber or ot'fieerot' the 
concern which is the. sub-scriber, or t:t. tUm, co:rporat1on or 
association ~es in the use or a subscriber's business telo­
phoneserv1ce. To ~ac111tate this use, ~ directory listing 
will be provided,tor each joint user without additional charge. 
T'.b.e subscriber's tacllities are not to be extended. orr the 
premises on which the p~ service i= located to provide 
joint user service only. . 

(2) .:toint user service is appl1cab,le- and will be 
!'ur.tlished. upon . application by the suDscri'ber as tollows:' 

Ca) Application tor the use o~ th~ subSCriber's service 
by ~ 1nd1v1dual., tirm, company, e:olpO rat 1 on, or 
a.ssoc1a.tion occupying jointly or 111 part the ~rem1se$ 
on which the ~~ service is loeated or.the 
premises on wh1~ the subscriber's otr-~rem1:os service 
is located. 

(b) APplication t:or the use o~ the subscriber's =eX'Vie:e: 
:tor another bus1ness conducted separatelY .. by the 
stl.bscribe:r and d1t':C'er1ng in charaeter or name from that 
t'or which the t'ac1l1ties are proVided. 

(c) Application tor service in the name or another 1%1-
d1v1dual,t1m, c~an:yt eo:rporat1on~ or assoc1ation to 
be rurnished over the t'a.o U1 t1c$ ut1Uzed 1%1 tu..-n1sh1%lg 
se:v1ce to the subscriber. 

(3) ~e aoove rates apply :tn addition to the rates and 
charges tor the ~ao1l1t1es and all other service proVided. ~e 
:r.u1rt1.mtrc:. charge tor joint user se:-v1ce shall be the monthly rate', 
proV'1ded that it' the l1$t1rJ.g is included in the: telephone: 
cUrectory, the service sh~l be paid tor untU the end of the 
directo=:v per10d unless the jo1nt user vacates the subscriber's 
premises or the subscriber's service is d1scontinned or th& _ 
joint user becomes a subscriber to bus1:.ness service 111 the .same 
exchange. ' 

(4) lo1:c.t tt=er service is not turnished in cOImeet1on 
With residence.telephone service. 

(51 Joint user se:r:v1ee is not t'tlr.::t1shed. in connect!on 
Wi th. t'ore1gn- exchange service. 



SERVICE: 

,,! -, 

• 

I.OS GATOS 

Applicable to. supplemental e.qu1l;lmont tumished wi thill. 
~e I.os Gatos EXchange Area. 

~ 

CHARGE .AND . RATE : 
Instal-
lation Rate 
Charge Per Month 

{l} Miscellaneous SUpplemental Equipment: 

Extension bell, small gongs ••••••• ~... $l.25 
~~1on be~, 6ft gongs.............. .1.50 
Each erun lever switch or key: 

$ .25 

Installe~ 1n addition to station.... 1.25 
Installed in lieu or station........ * 
- *Regular pr1msry or extens10n wall 

se~ station rate and service con­
"x:.ect1on charge apply. 

Cords over 5 teet but not excee~ 
lS teet in length: 

Each 1n.stalJAt1011 and reple:.eement... l.OO 
A.ttend.e.nt's hand set tor use with. 

non-multiple cord switchboard ••••••• 
Substation vacuum tube ~l1~ier 

tor. dear persons.................... 5.00 

(2) stat 1 on Aux111ary Signals: Instal-

.35 

.25 
* 

l.OO 

2.00 

Signal. Control Eq:tt1pment: 
lation P.ate Per Month 
Charge . Indoor _ 6iitdoor 

Each relay tor continuous 
operation •••••••••••••••••••••• 

Each relay tor :oIt-eontinnous 
operation •••••••••••••••••••••• 

Each key turnished tor station 
auxiliary signal equipment ••••• 

Signal Operated by Commercial Power: 

$:L.SO 

1.25 

. Each 10" bell (A.C. or D.C.) ••••• 1.25 
Eachho~ (A.C. o~ D.C.)......... 1.25 

- -

$1..25 

.70 

.25 

.50 

.so 
$.75 .so 

Fit'ty !'eet or inside wir1Xlg 1$ t'tlrn1shed in connection 
With the: signal. control equ1:pme:c.t at the: a.bove ra.tes. 
:Each additional 50 !'eet or less or: inside w1r1llg is 
subjeet. to. an 1nstallation charge of $.50 and rate ot: 
*.lO :Per month. 

OUtdoor wir1ng is subject to an 1nstal1J3,t1on charge 
and monthl.y rate based on actual cost. 



EXCE:A:NGE' SERVICE - SCEED'O'L'E NO. ( CON'rD ) 

SOPPlZMENTAI. RqcJ'IPMENT ( CONrY!! ) 
" ., . . 

CRA.'RGlt AND RATE: C CONT'D } 

(s)' .rack and PlUg Instellatio:csto peI'm1 t 
use or Portable Telephone$: 

. ' . 
TWo jaeks or less ••••••••••••••••••••• 
~ee·jaeks ••••••••••••••••••••••••••• 
Four j.ae~ •••••••••••••••••••.•••• ';' .•••• 
Five jacks •••••••••••••••••••••••••••• 
Six ja.eks. ~' ........................... . 
Seven jaoks ••. _. _ - •• - .................... . 
E1ght jacks ••••••••••••••••••••••••••• 
Each additional jack •••••••••••••••••• 

( 4:) Spec1.aI. Assemblies o:t' ~qu1:pment: 

Il:::.stal-
lat10n 
Charge 

$5.00. 
0.00 I 

7.00 ' 
8.00 

. 9.00 
10.00 
1.2;"00 
3.00 

$1.50 
1.50 
1.75 
2.00 
2.25 
Z.so 
2.75 

.25 

Wh~ a ~bscriber desires a sPeCial eqaipment for which 
~roV1s1 on is not otherw1se made,. an 1nsta.ll.a.t1on and 
:nonthl.:r charge 'IDI1Y' be made based u:pon the total cost or 
the equipment t'Omished. or or the ~c1al. workre<;ttt1%'ed, 

. subj&ct to the review or such charges by the Railroad' 
Commiss10n or the state or calitor.n1a. 

CONDITIONS: 

.. .. , (1) SUpplemental equ1pment an' 'wiring w1ll be :provided to 
etteet anyAstandare. arrangement and w1ll. be ma1%I.ta1ned b:r th& Compc.xtY. 

C Z} Stat ion A't2.X1l1ary Signals: 

Ca.) Where er..ension. bells. o;perated. by ::1:og1:cg cu...~t do- :cot 
prov1de a. ,suttieient vOltzme ot SOWl.d or When subscribers 
r&Q.Uire visua2 signals in$tead o"r audible signals.. station 
auxiliary' sigo.e.l. equ1;b>:raent may 1>& provided in eonnection. 
with. indiv1dual and P.B.X. station 11nes in eomm.on battery 
IIl8Jl'tlal. and dial areas. 

(b) 'Zc.e subscriber. w1ll furnish. 1ns.tall and ma1nte.1n the 
commercial powe~ s:pplyand all cir~~s di~etlyeonnected 
With eo.mmerc1al power. 

C c) The above charges and eondi t ions apply to all regular 
installations o't station e:ax1l1er:r signal equipment. 

(3) Zack and Plug Installations: 

Cal station Wiring is ter.minated. on. mounted spring jacks at 
the above rates. One to tour jacks Will be installed 
on one line .. usually cont1ned to the same room.. but jacks 
will 'be ins.talled. in adjo1n1Xlg rooms on the subscriber's 
prem.1se$ to meet ~cial conditions. In the ease ot _ 
hospitals a:c.d restaurants. a.ddi t10nal jacks :per l.1ne w1ll 
be installed it, in the judgment or the ~y, tratr1e 

. requirements Will pe:rmi t. 

(b) One telephone (1ns~ent and sttb-=tation), either 
permanen't or portable, Wi th cord, and. :plug~ is allowed tor 
each station line term1nated. on j.acks at the primary sta­
tion :rate. Additional. portable telephones With cord snd 
plu.g7 wUl 'be provided :tt the extell$io:c. statio.n rate. 



EXC'HANGE SERVICE' - SCEEDUIX NO. 

LINE'EX'tENSION' CHARGES :LOS GATOS 
.. , 

SERVICE: 

Appl1c.e.ble to. charges. tor pole line extensions made 1n 
the :tos Gatos :Ex~ Area. 

RATE: 
,Charge 

(1) First 500 teet or 1&$$, l'er pr1m.ary' station ••••• No Charge 

(2) Eaoh additionallOOteet or :t':r:a.et10n thereot'....... $Z.OO. 

CONDITIONS: 

(l) Extensions to pole plant ,necessary to render tole­
pho~e service throughout th~ entire· area served by the Comp~ will 
be made 1n accordance with the above. 

(2,) 'Ele routing 01: line ext~10ns w1llbe determined by 
the Telephone Company. 

(3) Payments tor line extension oharges are not retttndable. 

(4.) All l.ine extensions will 'be owned and met1nta1ned by the 
Telephone: Company •. The app11co.n.t, how.ever, it" he so elects, "IIJay 
~sh and set the required poles tn aecordance with the construction 
standards ot the Compeny, in lieu or the eharges a~p11eel>le, but in 
all 1nste.:o.ees the. ownership o~ tae1l.1 ties $llalJ. be' en t1r&ly vested 1n 
the Telephone Co:mpany. ' ' 

(5) No line extension charge. is applioable to'1: the 1ll$tal­
lat10n o~ additional wire tao1l1t1es when no ~ole line extension 1$ 
required. 

cO.) L1ne- extensions to provide- service to an applieant, 
engaged 1n_ temporary or speculative business, Will be :made: on the 
condition that apJ?lle~nt pays to the Telephone Company the tota.l eost 
or the co:c.st:ruc't1on and remors:t ot the line necessary in turn1sl:t1.ng 
the service, ,less the ~al vage value or the materials, used. 

(7} Contracts, covering periods ot not to exceed three 
yea:s o:t telephone: s:erv1ee? 'mAy be reqtL1red by the Telephon& Com:p~ 
as a eond1 tio11'preeedent to the establishment ot' the service When 
l1ne extens10llS are necessary. . 

(8) In a:D.y 1nstanee or 11ne exten310n reqUirement Which 
'1:1JXY appeer ~ to warrant a de:pe:rtu::'e :trom the- above, ei ther on' behalt' 
ot the. Telephone COm];lany or or the applicant tor service, the matter 
maybe submitted to the aa11road Commission ot the State otCa11torn1a 
1:0'1: a.djustment. , 



EXCHANGE SERVlCE - SC~ NO. 

LOS GATOS 

SERVICE: 

A'ppl1ee.ble to' oharges tor moves and changes wi th1n tho 
Los. Gatos ExehaDge Area.. • 
. 
RATE: -

(1) Telephone Sets: 

Cal Movtilg riom one loee.tion to another 
'.' in the se:me room., eaoh set •••• ;": •• '"' ••••• 
(b) Mov1ng t'1:ar:a. o-ne room. to another .on the 

same :prem1ses, eac~ set ••••••••••••••••• 
( e) Cb.ax:ge in type or styl e or set, each set •• 

*Th1s charge is not applicable if" ehaXlgc 
is ocea.s1one~ by an appl1cation tor a. 
higher gr~de of" service. 

Chetrge 

$1.00 

1.50 
1..00* 

C2} Private .Branch Exc:ha%lge and IntereoxrmtW'l1cat1ng 
e-tem.s: .. >.;J.... Char . 

. ~. bmo...-ent 

(eo) Intercommun1cat1ng syste:m.s, per 
. station •••••••••••••••••••••••••• 

(b) P.:S.X • .systems, per station ••••••. '"'. 
(e) P.B.L switchboards, per ;position: 

30 lUes or less ••••••••.•••••••• eo 11ne •••••••••••••••••••••••••• 
160. lbe •.•••.•• .: •......•....•• • , •• 
Over 160 line .......................... e'. 

(3·) Other Ec!,"c.1;PDJe::c.t and. W1r1ng 

CONDITIONS: 

*Charge equal to ac~ cost ot 
labor and :material used. 

Room. Room 

$5.00' $7.50 
.1.00 1.50 

5.00 
7.50 

lO.OO 
ACtual 
.Cost. 

10.00 
15.00 
25.00 
ACtual. 

Cost 

* 

(1) When. moves and' che;nge-s o~teleph.one ct~tus and 
Wir1:lg on the subser1ber9 s pr.em1ses are made by the: COI::r.pa.ny at the 
request o~ the subscriber, the above charges apply. . 

(2) 'When moves~ rearrangements or chrulges are 1n1t1ated 
by ~he Telephone Company, no charges are applicable. 

..,' , 

(S} No charges are appl1cable it' the move, rear.rangement 
Or change 1s.re~ired on a¢eottnto~ a ehange ~ class, type or 
grade or service. 

(4) 'I".b.e total charges ro~ chaJ:lge in location or type ~ 
t'ae1.lit1&s .. shall not exceed the charges ten: the1ll1t1al. &sta1:>11sh­
:cent or the subscriber's eomplote service and tao1llt.1es. 



EXCE:A.NG:E SERVICE - SCEED'O'IE NO. 

SERVICE CONNECTION CHARGES 

SERVICE: 

APplicable. to service connection eherges Wi th1xr. th8 Lot; 
Gatos Exehallge Axea •. 

~: 

(1) New and Additional service: 

Ce} Each bustness pr1m8ry station •••••••••••••• 
(b) Ea~ residence p~ station ••••••••••••• 
ee) Each private branch exche.:oge 'tl"tUlk ••••••••• 
(d) Each private branch exehange station ••••••• 
CeJ Eaeh extension ste.t1on ••••••••••••••••••••• 

" 

(2) Instr~ental1t1es in Place: 

ChIlrge 

$2.50 
~.50 
2.50 
1.50-
1.00 

(a) One or more units.......................... 1.50 

CO!\"DITIONS: 

{l.} Service connection cha.:rges are payabla at the; time 
appl1cation to'l: the :particular service or taei~1ty is made~ and 
are in addition to the regttl~ schedule o~ rates. 

CZ) Serviee connection eharges apply to business and 
residence subscriber's excha%lge .service ancI. :te.e1l1ties, all. types, 
except ta.~er line service. 

(3) The above charges under section (Z) apply to serviee 
where instr'Omenta11 ties are already in place on' $Ub~er1ber'.s premises 
and n~ change in trp& or location o~ tacilities is involved. 

(4} Aoehange in location O~ type or ~ae1l1t1es made ~t 
su'bseriber~s" request is subj ect to thO' charges tor :::c.oves and ellenges, 
proVided the tot&l charges tor such moves and cheJlges shal.:l not 
exceed the charges tor the initial establishment o~ the subser1ber·s 
co~lete service and taellit1es. 

(5) Service conneetion charges do not apply under the 
tollowing eondi t1o:s: 

(a.) Bus1ness Serv1ee: 
1. When. the service is assumee. b:y a. rece1v.er or 

by tl:"'tls.tee, executor or a.dm1n:1strator or en 
estate. 

2. Change in the name ot the business concern (i.e.. 
indiv1dual, partner.sh1p, syndica.te or corporation) 
when there is no comple.te change in ow:c.ership or. 
ln8I1s.gemen t. 



SERnCE CON.NE:'CTION CHARGES (CONT 'D ) 

CONl>ITIoNS: '(CoRTTD) 

Cb} Residence Service: 

1. When service' is assumed. by a member o"r the 
:tormer subscriber's te:D31l:r located on the 
sa:me premises. 

2. 'When there is no chCJlge in the individ.uality 
01: the recipien.t., 

3. When the subscriber's :c.amo has been changed 
by merr1ege or eourt order. 


