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In the matter of the appl;catlon of - )(:2 [f

Honey Lake Valley Mutual Telerhone .
Association, a corporastion, for per- ) Appllcatlon No. 11771
mission to raise its rates or rental )

dharges for telephone service.

| Appee.ra.nces

J. A. Pardee of Pardee & Pardee, Axtorneyawf;,‘e o
for. the Applzcant.‘:,‘ o

- O P I N I 0 N ::“ o
,GCRDON, Commissioner._
The Honey Lake’ Valley Futual Telenhone Association ap-:f:f

‘plicant in this proceeding, owns: and operatee a telephone eystem |

in Honey Laeke Valley, Lassen County, Callxornla. ﬂhe Association
was incorporated under the lawe of thle State during the year 1911
witk an authorlzed capztalzzatlon of $IO OOO OO a8 a local enter- L
prlse, and has placed all of its o&pltal etock w1th 1ocal people.oe :3"
Its organizers eetlmated that the eale of thze amount of etock

would enable lt to complete the construction of ite plant and that
its revenues would be eufflcient to earn 2 profxt for the etock-  “5‘
holders, but instead of realzz;ng a profit 1t now finde 1t has' |
suffered a loee aggregat;ng $1060 56 durmng the three years 07

its operation due to the fect thax the coet of xnetallxng the .

eystem was underestzmated and that. the amount of prospective rev-*~
enue to be derlved was overeet;mated The Commieelon is, there— '
fore, asked for permieelon to 1ncreaee 1te rates the appl;cant
claxmlng that unless thle permxselon is granted 1t wzll xn a ehort
tlme become bankrupt - v _ | | | | _”H" ;

Aftexr the organlzatlon of th1s aseociation 1t entered

into 8 cont*act with the Calloornla Northern Telephone and Tele—;L_J
graph Company. gince. known as the Nevada, Calzfornia and Oregon |

Telegraph and Telephcne COmnany; whlch company operatee a telephone




exchange in the town of Susanvzlle._ Under the terms of this‘con-ﬁ”""””

tract, those of the applicant's subscrzbers who are located within‘cc_“'

a distance of five miles of Susanvxlle are connected dlrect with
that exdhange, the applicant paylng to the Nevada. Californza and ﬂ
Oregon Company a rate of $1.50 sam:—annually for each. subscriber ".
80 connected. The rates at present charged the patrona of this ‘ 

system for either business or're31dence telephones are-aa;follows:

Subscrivers connecting with the ‘
Susanville Exchange of the Nevada,
Celifornia & Oregon Company and
receiving unlimited exchange switch-
ing with the subscrlbero of that ex—. : o
CRANZE, « « = « « o o o o o0 o o $l 50 per mo.--‘--

All other subscrioers,. . ;T.';f. o0 . 1.00 "
A dharge ig also madeAfor switching. to and from.
Susanville at a rate of 25¢ for three-minute
conversations.
‘Permlsszon ig now sought to dharge the following_rates.;
Business statlons.....$3 OO per mo.!c
Residence " .,;.. 2 o6 " 3
Stations connect:.ng
with the Susanviile o
. exchmge"l”l..‘ﬁ“. ._.l.... 2 50 V " "
According to the appllcatlon, the total amount in caﬁh

realized from the sale of this stock was 1nvested in eatablidhing]

the system and 1t was later found after thls amount was expended:VC'

that additional funds would be necessary for the completlon of the*? L

systen. The applzcant thereupon borrowed at varlous periods sumox*f
aggregating $10, 000.00 from the presxdent of‘the Aeaociatlon,
F. B. Hoffman, and on July 2, 1913 under the authority of thls

Commxaalon, isgsued its promlssory note for tnls amount secured

vy & mortgage on the eatire property of the Associatlon and pay. ,'””"

able in ten yeara with interest at 77 payable semz-annually. o
This applacatlon was heard in the town of Janeeville -:o

on July 8, 1914. Az this hearxng testimony was 1ntroduced B

representing the total value of the pronerty to be $2O 432 36

nade up as follows




Cona&ructlon Exchange Pole Lines & - ..
| . Aerial Wire, = $11,828.38

“k{Substation _ TR S T
Apparatue, S -3,53lg58l R

Central Office"‘ 5 BTN
Equipment, 380 24;?7

Géneralqunipment,‘ :‘\f fL o 1'” Tq 425 Sl;f‘lVl’
| | o Co _' 816¢163 51f}
_'Laaa;andlsaixdings,;\ $1 280. 51
Organiz;ticﬁ, 1. 10
Franctise, o 108.65

‘Materzal & Suppllea, ‘f;gaﬁ@2=£§ﬁ”‘l ;w e
' ; 'fdf@l; szo 432 36 R

An itemized inventory of this prbﬁéity‘has:béén“filede e
with the Commiéslon‘ﬁhidh accordingwtdvthe apﬁlicanffb:festimdny;f'

is based upon actual costs of labor and material as dhown by or-"

1gznal vouchers;" Bas;ng the pricee of. maxerial upon theae costa,nffgf

whzch do not appear to be excesszve, and basang the cost of con-
struction npon the present average coeta of labor, teaming, etc.,lf
it does not appear that the valuatzon claxmed by the applicant l‘l

is unreasonable..

It does appear, however - from the teatimony that althoughfﬁ“*a

certaln charges for depreclammon appear on the booke of‘the company,!
nothxng whatever has.been actually set aside for the puxpose of
creating a reeerve for deprec1atzon noy has an allowance been made
in this 1nventory for any depreciaxion in the value of the prop~'g

erty. The appl1cant wa.s accordzngly dlrected to file a statement

ghowing the total value of the plant xnstalled as of the date oper-‘g'i'"

ations commenced and the amount expended in plant addxtzons eadh
year eubsequent to that date. Thxs etatement has been flled and

aftexr’ deductzng deprecmatlon according to the age of the varxoua

portions of the plant it appears that the present value 1s,alzght-y7: :

ly in excess of $19 0C0.00. Thzs result is baaed upon deductions
for deprec;atlon at 4% on plant and 27 on buildlnss and franchiae.fl;

Ihese fzgures are ueed for the reasocn that they are the figures

_3.;




appearzng on the books of the company and whrle the Commzesron E
in passing upon this matter withholde 1te approval of thie charge

to deprecration I feel, slnce the plant 19 practically new, that j
for the purpoeee of th;e case theee percentagea mey euffice. fhe o
apnlrcant'e annual statement for the year 1913 on file wnth the
Comm;selon ehowe a net revenue of $l$l 92. Intereet on the

Eoffmnn note, however, has not been oeducted from thie.net rev-z

enve, This mtereet at the close of the year amounte %o 3550 oo.’\"_"fi'-
| The appllcant has aleo eubmitted an itmnrzed report to

the Commission ehowing in detarl the revente and- expeneee included_"”"_ o

in the‘annuel reportﬂreferred to‘ After allowxng.for certain :

minor d:ecrepanciee, this report shows & deficit of $169 50 al-

lowing the interest above referred to. If t}ns ete.tement ie to

be accepted as correct and if 1t is to be admitted tnat this comp‘;'

pany's investment has been Judiciouely made, it~18 apparent that

the vresent ratee are not compensatory oxr reasonable rates and H

that they ehon’d bew-ncreesee . As already indicated the .‘

valuation claimed by the epplxcant does not. appear to be excees— o

ive; however I am not convinced .hat the lnvestment hae ‘been - o

judiciously mnde. The applicant uOW’h&B - total of 186 stat*ons"L.y

in service and a total of 167-5/8 crrcuit mzlee of wire, the A _

criginal cost of which, together w1th other proPerty,‘vae 320 402 36.‘r;

This represents an average of over 9/10 of & mile of. circuit and

an investment of over $109 00 for: eadn stat;on now in service and; o

waile the character of tre plant whldh has been inetalled is eudh:'

that the company has been enabled to render , and accordlng to

' testimony of the company's patrone doee render, & qnality of eer-‘ll“

vice which is a credit to the company, I eeriouely queetion the ”

wisdor of an 1nveetment of thls amount in an enterpriee of this

dharacter. Neither am- I convinced that operating expeneee have

‘been Judiciously managed or that 1n certain reepecte they'hawe

been properlv reportec as a basie for determzning future expeneesr7::‘..
Durlng the year 1913 outeide labor hae been employed

and charged to maintenance cf the eyetem amountxng to. $98 24 1n

addztlon to portions of the Sal&rles of regular company employeee
b




also. charged to thzs account although payments have been credlted{.'
“from outside sources etceedmng the total amount which has been ,l“
pard out for outsice help. The report referred to shows that
outgide help Las again been employed during the present year, but
‘no credxts whatever through payments from outside sources appear
since the firet of the yesar. Automobile hire ‘has also been
charged to this account amouvnting to $384 00 or ‘an average of
approximsuely $32.00 per month and, while rt would be necessary

to employ teams 1f automobdile hire'were not allowed X seriously'f:\
question the necesgsity of automobzle hire to the extent Whldh hssf
been charged in this report. Prlntzng, postage and statzonery,"
which evidently is intended to 1nolude the cost of printlng'and
dzstrlbutlng dlrectorzes, does not appear to allow credlt for
amounts collected for advertlslng rhzoh ev1dently should‘bevcredltg'ﬁ
ed to this accomnt. In the endlthe total'operatingyexéehses‘ap;u”
pear to have been credited wmth the varlous amounts collected from
these sources,_but proper methods of accounting do not appear to |
have been followed | : | .

For the year 1913 the total amount of salaries snd

wages, 1nclus1ve of the cost of outslde labor,lafter deducting |
payments made to thzs account from outslde sources, was $94l 48.

This amount includes the salary of the former manager wh;dh

salary, accordlng to the applzcant's testimony, incluaed the o

salary of the operator. The present manager, who was not emp

ployed until April of the prssent year, receives a salary of

3100 00 per month, and zlthough hls dutzes as managsr should _

largely obviate the necesslty of employing*outsrde help, outside

lavor for plant work has again been. employed and,ln additxon the
compsny is paylng an operator a salary of $25.00 per monﬂh : Dur—o;-
ing the first five months of- the present year, the amount paid | -
out for ‘salaTries was $679 34. Estlmatlng salaries for ths bal-iﬁf;f -
ance of the year on the basis of $100 0C: per month sqlary for

,the ranager, and $25.00 per month, salary for an opsrator

5w




.and outside labor on the basis of the cost of thls item for ﬁbe
first five months of the year, the total salary expense for 1914
wouléd be $1806 62 as againet 3941, 46 for the previons year. '
£, aside from/:;parent over inveetment 1n plent and |
property, thle 1ncreaee-1n salary expense-were to-be«allowed“andw
if automobile hire to the extent which hae been dharged were al—
lowed in addztion apd if other operatlng expenees were to be |

allowed on the basis of the annual statement for the year 1915

rates sufficient to provide for 1ntereat and depreciation dhargea

in sddition to a return on the 1nveetment wonld be unreaeonable._ SRS

On the other hand, it is apparent ae claimed oy the applicant o

that the present rates are not compensatory ratee._

Recognizing these facts and the fact that thla.appli-'_

cant by reason of inexperience zn the past in the matter of
proper sccounting and management 15 not now in a position to
make a proper dhow1ng, a comprommee ae~between the rates-now-lnt
effect and the rates applzed for by the appllcant was suggeated.~
‘and agreed to by almost unanimous consent of the company'a patrona
and by the. company'e counsel on the basis of a,dharge of $1 50
per month for residence telephones W1th the.understendlng that
this rate be given & year's trial and if‘ after the expiratzon S
of that period the result may appear to austify & fnrtber modifi-,;v
cation, the matter may be again. eubmztted to the COmmiSSlon.v |
In addltion to this rate for reeidence telephonee, I'ft
am willing to recommend that the rate for buszness telednonea be ‘;‘
increased to $2.50 per month and the rate for telephonee connect-
ed w;th the Sueanville nxehange to $2.00 per month : Wlth these
increases, the total revenue 1ncrease per year will be approx-‘."
imately 31176 OO and on the basie of operat;ng expeneea Whldh
have been.reported for the year 1915 will yleld a return,or ap-'u‘
proxnmately 4% on the investment after ‘paying. xnterest and after
providing for depreciation charges. - A ret earning of 4% is not
sufficient, but with proper deductzons from the cost of operatzon
as suggested it is apparent thatla better ehow;ng may be nmade and‘
-6




X .

- 1t may be possible to show a reaeonable earnzng on the—inveetment _

- mended. o |
omDER

‘ Appllcatlon bavicng been made to this Commi891on by‘=

Honey Lake Valley Mutual. Teleohone Aesociatxon, a corporation,
owning and operatzng a telephone.system as a public utxlity in
Honey Lake Valley, Lassen County, Callfornza, for permiaeion to
raise its rates or rental charges for telephone servmce, and a ,
public hearing keving been held, and it appearing to the Commis-;‘
sion that the rates at present charged 1ts patrons fOr telephone “
service by thle epplzcant are not Juet and reaeonable rates, and

it appearing further, as set forth 1n the 0pinion accompanying

In view of the foresoins, the follomns Order m Tecom-

thzs Order, that the rates whxch the applxoant deeiree to dhargem?e

its patrone, namely,

Buszneee stat;ons, e e C e . . s$3e00jper5m@nth-j Lo

Statmons installed in & resi-

dence within © miles of the

town of Susanville and connect-

ing direct with the Susanville

Exchange of the Nevada, Califor-
~nia & Oregoen Telegraph & Tele— o
phone Company, =« « o « =« « o « o .50

‘Other reszdence etatibno;.‘;‘. . . 2‘00f'

are unjust and unreasonable ratee,‘

IT IS EEREBY ORUERED: That the applicatlon e and it

hereby is- denmed _ o L

AND IT IS EEREBY FURTHER ORDERED: That this applica.nt
HOney Lake Valley Mutual Telephone ASSOCla$ion, be and lt hereby
is authorlzed to publish, file and put 1nto effect for a permod
of one year from the effective date of this Order the following
rates ﬁhldh are found to be Just and reaeonable ratee. -

Business statzons e e e N - 50 per monﬁh

Stations located thhzn 5 miles.

of the town of Susanville and

connectecd direct with the Susan-

ville Exchange of the Nevada, Cal-

ifornia & Oregon Telegraph & Tele-

phone Company, . - .« « « - sie e e 2,00

Other residence stations,. . . .;,«1.50_‘

-7~




A1l other rates to remaln a8 at present. 1; j B

PROVIDED that if, e.fter the appllca.tlon of the ratea
heremn authorized for the said perlod of one year from the ef-¢  
fective date of thls Order, 1t may then appear that furthex 1n- ‘-7
creases may be Justified this applicant may maLe further appli- o
cation therefor 0 the Commlssxon and *hat otherwise rates H
nerein authorized may continue in effect."_ | | )

This Order to he and become effective from September.l,‘:  
1914, or from the first day of the month followxng the date on -
whlch uhe rev1sed sdnedule of rates as’ herexn provided may be'~

filed with thzs Commlsszon.

The foregoing Opinicn and‘ordéf)afe"héréby*apprdiéd"
and ordered flled ag the Oplnlon and Order of the Rallroad Comp
' misslon of the State of Callfornla. ‘
A 775
Dates at San Francleco, Cal;fornla,_thls 5— day of
' August 1914 ‘ BT :




