Decision No. //0B§~

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the spplication
of Santa Paula Home Telephone Com-
rany for an order increasing its
rates. -

Max Thelen, for applicent.

Artaur E. Blanchard and HE. Clyde Harms,
for Santa Pawla Chamber of Commerce and
its Committee on Public Utilities.

BY T4 COMMISSION:

QEINIOX

Santa Pauls Home Telephone Company, petitioner in this pro-

ceeding, owns and oporastes a telephone system serving the City of
Senta Psuls end contiguous territory. On Jenuary 25, 1916, this
Commission 1ssued ite Decision No. 3061, in Appiication No. 1655,#
auxhorizing Sants Pauvle Home Telephone Company to purchase from The
Pgclfic Tolephone and Telegraph Comp&ny and consolidate with.its own
system, the local plant and system of the letter company in Santa |
Poula and vicinity. By the terms of Decision No. 3061 the Senta
~Paula Company was permitted pd apply its then existing rates to all
subscribers of the consolidated sistems, with certairn modifications,
whick rates were continued in effect until Mey 1, 1919, at which time
the present rates were made effective by an order of the PostmdSter

General of the United States suthorizing the same. The present rates
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are as follows: ,
Business Service Residence Service

Wall Lleak wWall besk
Set Set Set Set
1 Party Line $ 350 §3.76 $2.50 & 2.75
2" " T 3.00 326 2.00 T 2.5
4 " - - 1.50- 1.76.
Extension Sets 1.00 1.25 0.50 0.7

In its application petitioner sets foith that operating ex-
penses have incressed to such exment‘aince the consolidation was
effected and since the increased retes suthorized vy the_fostmaster
Genersl were made effective on May 1, 1919, that the net income has
not for some time been sufficient, after making an adequate reserve
for deprecistion, to meet fixed charges and providé a reasonable _
return on its plant, system end equipment. It sets forth further that
the increased operating expense condists chiefly in the wages paid ‘
ita operators and otﬁer employees. The rateg which petitioner desires
to make effective are as follows: |

Business Service Residence Service

wall besk 8
- Set Set - Set Set
1l Party Line $ 4 .25 $ 4,50 $ 2.75 $ 3.00
2 " w . 315 4 000... . 2 025 o 2.50 -
4 hd n L e - 2.00. 225 -
Extension Sets 1.00 1.25 0.76"". 1.00

A pudblic hearing in this metter was held in Santa Paunlavon
‘June';4, 1922, vefore Examiner Satterwhite and submitted upon condi-
tion that if counsel fbr the Chamber of Commerce may desire an op-
portunity for cross oxeminstion after examination of various exhibital
presented on Juwne 14, & further hearing would be held on July 1l4. 1t"
having since been indiceted that further hearing is not desired t;o
matter is now ready for decision.

At the hearing petitiorer presented various exhibits covering
its property appraisal, its revenue and expense accbun;s, estimated

revenne and expense.statements and related matters. There were also
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Presented by the Commission's engineers an appreisal report and

estimetes of revenues and eipenses under the present end proposed

rate structures.
In the appraisal presented by petitioner the walue of the

property as of June 30,'1921, is represented %o be 876,731.61.

Net additions down to April BO, 1822, and the average net addi-
tions for the remainder of the year 1922 dbring the total appralised
value of the property claimed by the company to $79,026.17. The
‘gppraisel of the Commission's engineers covering the same period-
is 5$66,806.00. This amount is determined by deducting from their
appraisel as of Jume 30, 1921, $64,390.0b, the appraised value of
non-operative and duplicate property, $584.00, and adding to the
sum thus determined, $1,000.00 for actual net additions to Dec~
ember 31, 1921, taken from the company’s records, plus estimated
.average net additions for the year ending Decembex 31, 1922. Each
of these appraieale is baged on what this Commission terms the
nistoricel reproduction method. As between the two appraisals it
will be seen there is & difference of approximately $12,200.00.
Thig difference is due in part to differences in inventory quan-
tities appearing in the respective appraisels but chiefly to dif- .
ferences in ucit costs of labor applied by the engineers of the |
Commission‘and the compeny s engineers. As to difforencee in in-
ventory quantities, a recheck which has been made subsequent to the
nearing indicetes that such adjustment as may properly be made to
reconcile them would not materially slter the apyraisal. As to
labor costs it is our opinion that the amounts allowea by the Commis<
sion's engineers are reasonsble snd that the total vaeluation found

is a fair veluation for the purposes of this proceeding.
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Petitioner has presented an income statement, takon from

its dooks, for the five years 1917 to 1921 inclvaive. This state-
ment ghows net earnings of approximstely #2,500.00 and $250.00
respectively for 1917 and 1918, and gross receipts approxirately .
equal to gross expenses for 1920. For 1919 snd 1921 net operating
losses of approximately $4,700.00 and @1,850.00 are ahéwn. S0 far

&8 this showing of net oﬁerating losaeé 1is concerned it appears that
the amonnms set aside on the company's books for deprecistion reserve
in 1919 1920 and 1921 are excessive and that net earnings would bc
shown 1f operating oxpenaoa were not charged with these excessive
amounts. Petitioner has also presented estimates of revenues and
expenses for the year 1922 under present and proposed rates showing
net operating income of $1,932.00 un@or present rates and 35,277.00
under propoaod rates. These amounte would represent met oarntnss

of 2.45% and 6.68% respectively on the compsny's appraisal. An ex-
amination of the company's records and a careful analysis of 1ts
revenue and expense aocqﬂnta has been mgde by the COmmiaaioq's on-
gineers and estimates of revenues and expenses for the year 1982 have
been préparod end submitted. These estimates show that in 1922
petitioner's net income under ?resent rates would probably be suf-
ficient to earn spproximately 3.8% on the valgo of the property

shown in their appraisal, as compared with 2.45% shown in petitiover's
atatﬁmsnx, aﬁd that under the rates proposed by'the dompany;tho net
income would probadbly be sufficient to earn approximately 9.3% on
this wvaluation, &8 compared with 8.68% shown in petitioner's statement.,
While it thus appeers that petitiqner;ia apt;tied‘to h;ghoi rates than
.tho;e now in effect it also appears that the proposed rgtes should be

modified. We suggest the following aschedule:




Business Sexrvice Residence 'Sofvion
Wall - Desk “Wall Desk
Sat Set - Set” Set

$4.26 $4.50 P2.75  $3.00

.3,75 .4.00 .2.85 8,50

o ‘ - — - 1,75 - 84,00

Suburban 10 ?a.rty Tine per mo. 3.00 3.85 .75 3.00
Extension molephonos v 1,00 1.00 1.00 + 1,00

It ig estimated thet these suggested rates will produce gross
revenues, inslusive of toll service and miscellaneous rovqnues;', anount-
ing to approximately $31,450.00 which, after doduotiﬁg operating ozpenaea;
depreciation reserve, taxes and miscellaneons revenue deductions, will
leave & not income of approximately $5,400 00. This will represent a net
return of spproximately §.1% on a valuation of $66 800.00.

In the matter of service petitioner during the year 1921 com-
‘pPleted certain improvemsents in its system by whioh its four-party l:!.nu_
were converted from biesed to harmonic ringiﬁg end ite suburban lines were
changed from msgneto to common battery overation with full selective ring-
| ;

ing. These changes have brought about improvement in the mervice. Ls to
its business mensgement, however, complaint is msde that prompt and proper
attention ig lacking in matters of interest to eubsoribers which :trocjnont—
ly arise, due to the fact that the entire time of the oompany-"s manager is
ot given to the Sents Paule exohsnge. His time is mow divided between
this exchange and the exchange of another telephone compsany in Oxnard of
which he is aleo the manager. If, under thitionor'u present plan ov:t
management, it were ahown that the service is inefficient the Commission
nay reqnire such change to bde mado a8 may be found to be necessary to
provide efficient service. Such showing howover hag not been made. The
employment of & mansger who would give his entire time to Santa Paula
would involve an additional opersting ‘exponao ‘for which an allowance has
not been included in the estimates of the Commission's enginoera‘. It is
our opinion, in the absence of au:r:ticient showing that the publio interest
requires the employment referred to, that only such rates as present




operating ;onditiona require should now be authoriged. Should it
later appear however that the service requires suoh onployment and
if in order to meet the expense thus involved a fnrthpz;' ohangq‘i inv
rates ahould De made petitioner may ﬁhen presént the matter for the
further consideration of the Commission. ,

Ragarding the rates proposed by petitioner: In addition to
the rates appearing in the preceding as the propoaod‘:}atoa, ‘author-
ity is asked to file certsin supplemental ;-a,to schedules covering
intercommaniocating, Jjoint user service and mileage rates. The rates
set forth in these supplemental schedwles and shown in spp:_l.ioam:'n
Exhibit No. 9, are the seme as the present standard rates 'for th;
© game sexrvice generslly im effeot in this State and we gee no objeo-
tion to their adoption in this case. To make the rates therein
provided for effesctive it will bde necesasry to eatablish a primary
rate area beyond which the mileage rates msy be made to applj. In
the consideration of this matter counsel for the Chamber of Commeroe
a.n?d. its Public Utilitiea Committee asked that there be inoluded withe
in the primary rate srea a certain section of the 61ty whick 18 not
inoluded in petitioner's propossl. It appears that tfna gection hexe
referred to ia belng duilt up with bomes and should be :Lhcluded_._
Petitioner has agreed to include it. We sre willing to authorize the
Liling of these supplemontali' schedules subject to the filing of a
map by petitioner defining the primaxy rate area for the Commigsion's

approval.

Application having been filed with the Railroad Commission by
Santa Paula Home Télephono Conpany /,,for an order inoreasing its rates,
& publioc hesring having been held snd the matter having been submitted,

The Reilroad Commission He:oby Finds that the present rates of

Sante Paula Home Telephoxe Company are nhqut and unrsasoneble and that
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the rates hereinsfter authorized are Just and reasonable rates.

Basing its conoclusiona on the :torésoing finding and on
the other findings of fact referred to in the opinion proced-ing
this order, ‘ _

IT IS HEREBY ORTERED thet Senta Paula Home Telephons Com-
pany de and it is hereby authorized to file with the Railroad
Commission within thirty (30) days of the date of this Order smd
to make effective on and after October 1, 1922, the following =
schedules of rates, provided that allx present rates not specifically
rrovided for in said scheduleas shall dbe conti#med in effect uwntil
or unless changed by further order of this Commission:

Business Service Residence Service

Party Line ) ]
Unlimited Servioce ' Set et Set Set

1 Party Line, per mo. $4.250 $4.50- $2.78 $3.00
g mn n " b 3476~ 400 .2.80 880

4 " n " o - -~ 1.76 % 2.00+~
Suburban 10 Party Line, per mo. 3.00 3.25 2.8 v  3.00-
Extension Telephones, "o. 1.00 1.00 1.00 1.00"

Business Unlimited - Intercommunicating Serviae

Receiving Station, wall or desk set, with switching device,

10 line switching device per momth, $2.00
20 kb, n " n " 2.25
3 " " " " 2.50

~

-

Each station, well or desk set, with gwitching device, in premises
in which receiving station is located,

10 line switohing device, por month, $1.85
20 v " v " " .X 50

30 " " n ‘ n " 1.75

Esoh station, wall or desk set, with switohing device, outside
premises in which receiving station is located, but not exceed-
ing 300 feet .from receiving station, :
10 line switching device,  per month, $2.00

20 ™ " " " " . 2425

%0 " n " " 2.560
Pirst bothway trunk linme, Individual business rate, plus $2.00
poxr month. ' . :

- Each additional bothway trunk line, rate for first bothway txrunk

line, less 25%. . .
Fach incoming. trunk line, Individusl business rate, less 20%.




Secrecy ewitoh, per atation §er month, $.25.

Minimum Ingtallation: o (2) trunk lines and four {4)
stations, including recoiving atation.

Rates are effective within primary rate ares. For sery-
ice outside primary rate area, see mileage rates.

Joint Uaér Sorvioe

Joint user, dusiness unlimited mervice, per month, $1.50.
M:neago Rates

Individual lines, Party Lines and Trunk Lines. -

Por gervice outside the primary rate area, the following
rates shall be effective for each one quarter (1/4) mile,
or fraction thereof, measured air line, fxrom the nearest
roint in primary rate ares to subsoriber's premisea, in
addition to the foregoing rates: -

Individusl (1 party) line, including Trunk Lines
and Power Circults for Private Branch Exchange
and Intercommunicating Systems .
per line, per month $ 50
™wo (2) Party 1:.ne, :per ata.tion per mwo. . .35
Pour.(4) " -2

Business Extension Stations and Private Branch Ex-
change and Intercommuniocating Stations, outaside

premises in which primary station or private branch
exchange awitchboard or receiving station is locat-

ed, for aotual mileage of cireuit involved, each

one quarter (1/4) mile or frsotion thereof per mo. $.50.

Residence Extension Stations, outside duilding in which
primary station is located dut on same premises and at

8 distance not exceeding 300 foot :Brom primary station,
pexr month, $.50.

The anthority herein granted is subject to the condition that
efficient and adequate telephone service shall at all t:!.meg be provid-
od to all subsoribers and patrons of Santa Paula Home Telephone Comw
rany. , ‘ Ph

Dated at San Francisco, Califoxmia, this

o2 W 1922,

\

~ Commissioners.




