
In ~:::e::f:~::l:::~:I:: O~@EE~r~~~riA 
Roney Lake Valley Mutual Telephon.e ) 
Association, a corporation. for p·er-' ) Application No. 1177. 
mission to rai.se its rates 01" rental ) 
charges tor telephone service. ) 

Appearance.s .. 

J. A. Pardee of pardee&·.Pardee, At:torneys;' 
1'0 r ~the Applicant. 

GOBDO:N~ Con;missioner. 

, '. ,> 

The Honey Lake' Valley Mutual Telephone. Associat1on,ap-: 

plicant in this proceeding', owns and operates a telephone,system' 

in R·oney Lake Valley, Lassen Cotuity, california.. The Association 

was incorporated under the laws ofthia state during the year. 19~1 .. 

with an authorized capitaliza.tion o:f$iO,OOO.OOas'a loccqen.t.er~ 

prise, and has placed all of its cap:ital stock with local people. 
. ~ .. 

Its organizers estimatec. tha.t the sale ofthia amount' of: sto'ck,:' . 

would enable' it to complete the.co,nstruction ofi te plant andtha.t 

its revenues would be sufficient to earn a proflt for the: sto'ek';" 

holders, but instead of realizing.a profit it It'Owf'inds it haa. 

suffered a loss aggregating $1065,.56· dtiringtne three< yea.rs. 'o't:':::;, 
. . , ' . 

its o'peration due to t~e fact that the coat 'of install,ingtlie. 

system was underestimated and that the amount of p:rc>:spect1verev-
.. ," . . , 

enne to be derived was overeetira&t.ed. The Conm. sSionis.~ .there-

fore, asked for permission to increase its rates, the a.pplicant· 

cla.iming that unless. this permission is granted'i twill in.aehort, 
'" 

time be.come bankrupt. 

Ai'tel'the organization of this association,ltentered ' 

into a. cont:-a.ct with the CaJ.ifo-rn1a Northern ·Telephone and Tele-; 

graph Company. sin.ce known as the .Nevada 7 · CaliforniaanclOregon 

Telegra.ph and. Te~ephcne Company, which company opero.tes·atel.e:plione'· 



exchange in the town of Susanville. Under the termaof thiacon- ..••.. . . 

tract~ those of the applicantts subscribers, who are located within 

a. distance of five miles of Susanv111.e are conneeted di,rect·with, 

that exchange, the applicant paying to the. Nevada, California. and 
Oregon Company a. rate of $1.50 semi-anD.uallyforeach subscriber 

. . 

so cormected. The rates a.t present charged tb.epatron8~ o,fthi.a~ 

system. for either business or 'residence telephones are as.follo'Ws:: 

~bscribera connect-ing with the 
Susanville Exchange of the Nevada, 
Ca.lifornia. &: Oregon Company and 
recei ving unlimited' ·exchange swi tch-
ing with the subscribers. of that ex-
change.. . • • • . • • • • • _.' • • .' •.• $1. 50 per. mo •.. 

~ other subscribers,. • 1.00 " . . . . . .• . 
. A charge is also made forswitehing to· and from. 
susanville at a rate of' 25¢ for three. minute 
conversations. 

" 

Pe:rmis·sion i& now sought to charge .the· folloWing rates: ',' 

:Business Stations .... ~ :$3.00 permo. 

Residence " ........ 
Stations connecting 
wi th the Susanville' 

2.00' .. 

excha.nge •• ~ .......... *. 2.50 " If 

According to the applicatiell, the total.a.mountin ea'Sh 

realized from the sale of this stock was invested in esta.blishing 

the system and it was la.ter found,. after this: amotm:t· was>eXJ>en~~d: 

that additional fo.nds would be neceeea.ryfo·rthecompletionof:~he' .' 
. . .' .' 

system. The a.pplicant thereupon borrowed at Var10tlS periods: sums 

aggregating $10,000.00 fro:o. the president of: the:ASiso.cia.ttoll#. 
,. • •• ' <' ' ". • 

]I. :B. Roffman ~ and on July 2, 1913, under. the au.thori ty' o·f . thi.' 

Commission, ieslled its promissory nO.te for this amount secured 

by a mortgage all the entire property of the Associatioll a:o.d :pay-
\ 

able in ten years with interest at 7%payablesemi ... s.nnuaLly. 

'Xhis ap:v1ication was heard in .the town of Jane8vil~e . 

on .July 8. 1914. At this hearing testimony .was introduced 
., ..... . 

representing the total value of the property to be $2'0,432.3'6. 

made up as follows: 
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construction Exchange, Pole Lines & 
.Ae:riaJ;W.i~e , 

" 

General.. Equ1pmen t, 

Land and Buildings, 

organization., 

Franchi se, 
/ 

l4a.terial & Supplies-, 

. Su"bst.ation 
Apparatus •... 

Cen tralOff·i ce 
Equipme.Y:l t, 

$1,480.51 

1~191.10 

lOS~65 

1!491:~ 5.i~. . 

tl1,828.38 . 

~·,.531.58·. 

·380~24.···'· 

.423~3-1 .' '. 
1 . 

.' t· ",!,2t5'8.85 ...... . 

.An itemized inventory ofthia property has been filed' 
. . , 

with the Commissi()%l which. according to the applicant.ta testimony,' 

is based ut>on actual costs of labor and material as.',shown' by 0:10-

, i ginal vouchers. :Basing the prices, of', ma.terial upontheett co,a.tac,.·' '. 
., ,. ," 

which do not appear to be excessive, and bas.ing the costo! c~n':' 

struction upon the present average costso! labor,' teanUng, 'etc., 
, , .... 

it does nO,t appear that the valua.tion claiID.ed by the.applic~t: 

1 s unreasona.ble.· 

It. doe's appea.r, however, from the test1monythat. 'although 

certain cha.rges for depreciation appear on the books: o.~ the company, 
, . 

, ' 

nothing whatever has been actually set a.side fo~the. purpose of" 

creating a reserve for depre.ciation, nor has: an allowS.nce o.een made 

in this inventory for any depreciation in the value of the prop-

erty. The a.pplicant was accordingly directed,to file a statement, 

showing the total value of the plant insta.lled as of' the date oper-

ations commenced and the amount expended i'n :plant addit.ione>each:·· 

year subsequent to that date. ThiS" statement has .been filt!d and, 

after' dedu.cting . depreciation a.ccordiXlg to the,age-cof the various-. 

portions of the plant, it a.ppea.rs. that the present value 1s: slight;.. . 

ly in excess of $19,000.00. This resu.lt isba.sed llPondeduct'~olla·· 
for deprecia.tion at 4% on plant and 2% on buildings and franchise~: ," 

These figures a.re used.for the reason tha.t they are thefigurea 



appearing on the books of the company and ,while the C?mmi ssion . 
, '. "." ". 

in passing upon this matter witllllolds its. approval of. this charge 
. '., 

to depreciation, I feel, since the pl'ant i.s pra.cticallY new, that: 
. ., .'. ," 

for the purposes of this ca.se these percentages' me::; suffice. ,The, 

applicant· s annual s.tatemen,t for the' year 1913 ·onfile.with the 

Commission shows a net reven-c.e of· $131.92. Interest on the 

Roffman note, however, has not been dedtlct'ed fromth1~'netrev~" 
. . . 

enue. Thia interest a.t the cl~aecf the year amounts to.$35{).OO. 
: ' . . ~ ".' 

'rhe a:pp~icant has also subm1 tted an iteiD,l.zedreport to' . 

the Commi Bsion showing in detail the revenue and eXpense81nc~ud.ed 
. . , . 

in the annual report referred to. After a.llowingfor certain 
. . 

minor discrepancies, this reportsho:ws a deficit of $1.69.50, al.-

lowing the interest above referred to. If this stat-ementiato . 
, . 

be accepted as correct and if it is to be ao.mi'ttedtha:t this com-

pany' 8 investment has been judiciously made, it. is apparent tlia.t: 

the present :rates are not compensatory or r.easonabl.e rates and. . . 

that they sho~ld be increased . As already 1:c.d1cated,the 

valuation claimed by the e.:pplicantdoes not appear to be excess-

ive; however, I am not convinced ~.:;hat the investm.ent lias been 

judiciously made. The applicant:;;:,IJW' has. a totaJ. of 186 . stationa. 

in service and a total of 167-5/8 circt:.1tmilec of Wire, the 

original cost of which, together with other property, Wa.8.$20~4S2.3-6. 

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

an investment of over $l09.00 for each station now in service and, 

whil.e the character of the plant which has been insta.l.ledie sucl,. 

that the company has been ena.bled to render , and according. to 

testimony of the company· s patrons. doesrender~, a qua~~tYOf ser;" 
vice which is a credit to the company,. I seriouslyq~~'8tion the. 

" '::';:' "~>.. - '. 
wisdom of aninveetment of this amount in an. enterprise o.fthis ' 

character .. Neither' am I convinced that operatingexpensesllS.ve; . 

been judiciously managed or that in certain're8p~cts they have 

been pro.:perly reported as a basisi'or' detel"tliningfut-ure expense8~.· 

:During the year 1913 outside labo'r . has b~~n emplo.yed. 

and charged to. maintenance of the system amounting to. $9a~24'in 

addi tion to portions of the s&l.ari.e& o~ regular company. employees 



also charged to this accO-unt. al thoue-}l payments, ha.ve' been credited 

:f'rom outside sources exceeding the total amount which has been 

paid out for ou.taic.e help. The ,repo-rt, re:f'erred to Shows:tbat· 
" , 

ontside help has again been employed dnring the present. year ,but 
no credits whatever through payment's fromoutsidesollrc,es' a.ppear ' 

since thefiret of the year. Automobile hire has al,so been 

cha.rgee. to this account amount,ing to $384.00 oren average of 

approXimately. $32.00 per month and, while it would be' necessary 

to employ team.s if automobile. hire were not allowed, I seriously 

question the necessity of automobile hire to the extent- 'Whlcb.'hae. , 

been charged in th.is report. Printing, pos·tage ,and stationery, 

which evidently is intended t.o include the cost ofprinting<,and 
, ' 

distributing directoriee. does not appear to allow credit for 

amotmte collected for advertiSing vdlJ.ch evidently should be credit-

ed to this acCOllllt. In the end the ,total operating expenses ap-' 

pear to have been credited With the various amounts collected, from: 

these sonrces, but proper methods, of' accounting do not app,earto" 

have been followed. 

For the year 1913, the. total amount of salaries, and , 

wages. inclusi-ve of the cost ot ou'tside'~a.bOr,. a.fterd:edU:~tillg 
, , 

payments made to this account from outside sources, was $941.48. 

This amount includes the salary ot the. former manager, which 
. . , . 

salary, &ccording to the applicantts.testimony, included the 

salary of the operator. The preserit manager,> who was not em ... 

ployed until April of the present yea.r, receive.sa' salary.o-f 

$100.00 Jier month, and although his duties a.s manager should 

lergely obviate the necessity o:f'empl.oying~ outside hel.p:9 outaide' 

labor for plant work :has again been. emPloyed,a.n<iin addition:'the' 

company is paying an opera.tor a salary 0:( $25 • .00 p>er ,mo~th.~· Dur.- . 
, ' 

ing the first fi vemonths of· the present year,theamo,unt,~a.1d 
, , 

out for salaries was $679.34. Estimating salaries. for 'th.e~bai-. 

ance of the year on the basis o:f$lOO~OOpermonth~,s¥~l'y.:r()~ .. 

the manager~. and $25.00 Jier month. salary for 8nop~rat6r,; , " 
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' .. 

. and outside la.bor on the basis ofth.e east of' this item, for· the 

:first five months of the year. the' total salary expense" for 1914 

would 'be $1806.62 as agailist $941.'48 fo·l' the previous year. 
a."l 

If', aside from(a.pparent over inves:tment in plant and' 

prop-erty, this increase in salary expense were to be allowed, and' 
if a.utomobile hire to the extent whichhs,s'been ehargedwere:al-: 

, .' ~ , . 

lowed.,in addition. and if other operating expenses: were 'to be 

a.llowed on the basis of the annual sta.tement for the year 1913, 
.. . . . 

rates suf:f'icient to provide for interest,anddepl'eeiat:1.0n,cha.:rgeS 

in addition to a return on the investment would 'be unreas6nabie •• 

On the other hand, it is a:pparen~. as cla.1medby the applicant •. 

that the present rates are not compensatory rates. 

Recognizing these fact·s a.ndthe fact that this a.ppli-

cant by reason of inexperience in the~ast in the matter of. . 

proper accounting and management is not now in a position to.' 

m8.ke a. proper showing. a compromi;ee as' between the rates now in 

effect' and the rates applied for 'by the applicarit was suggested .' 

and agreed to by a.lmost unanimous' consent of the< company's. patrons 

and bY-the companY'til counsel on the basis ofs. cll.a.rge of '$1.50 _ .: 

per month for residence telephones. with theundereUnding that, 

this rate be given s. year t s, trial andi!, after.the expiration 

of that period the reetl.l t may appeal' to j'ustifya' furthermodifi-

cation, the matter may be again, submitted to the conmiission .• 

In addition to thi.s rate for residence telephones," I 
. . 

am willing to recommend. that "the rate for busines'stelephones" be: 

increased to: $2.50 per month and. the ra.te for telephones connect.: .. 

ed with the SusaXl.vil1.eExehange to. $2.00 per month~ 

increases. the total revenue increase per year Will beapprox-

imately $1176.00, aIld on the basis of operatingexpen.seswhicb. .' 
. '. 

have been reported for the year191S'will yield a return' of ti.p~ 

proximately 4% on the investtt.entafter. .. paying interest andaf'ter ' 

providing for depreCiation charges.- '.' A :cet earning' of ,4% is not· 

suffiCient, but with proper deductions from the cost·' of operation 

as suggested it is apparent that abetter showing maybe made and, 
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it may be possible to show a. reasonable :earning on the- investment. 

In view ot the foregOing, thefollomng. O~der 1Brecom-

mended.' 

. . ". . . 

Application haviXlg been made to thlsComission by'. 
. . 

Honey Lake Valley :Mutual Telephone Association, aC0rJ>0rati:on" .. 
. ", . 

owning and opera.tiz:.g a telephone system as a public utility-in 

Roney Lake Valley, Lassen County, . California" for. perml,~eionto, . 

raise it~ rates or rental cha.rges for telephone eervlce,and a 

public hearing having been held, and it appearing, totheC,olmnis~ 

sien that the rates at present charged its patrons f(}rt~l,el'hone 
.' '.' ".'" 

service by this applicant are not just and re'aeonable rates'; and:" 

it appearin'g further, as set forth in the 'OP,1n:1:on ac~ompEUly1zig 

this Order, tha.t the rates which. the 'appJ.ioantdea1reetocllarge ,'. 

itspa.trons, namely,-

Business: stations, ., . . . . . .. .$3.00 per:month 

stations installed in a resi-
dence within 5 miles of'the 
town of Susanville and connect-
ing direct with the Susanville 
Exchange of the Nevada, Califor-
nia. & Oregon Telegraph & T,ele-
phone Company, .. • • .. • • . • 2.50" " 

Other residence statiolls,. 2.00" " • • • • 

are unjust and unrea.sonable rates;; 

IT IS EEBEEY ORDERED: That the a]?plica.ttonbe and it 

hereby is denied. 
" 

.AND IT IS EEEEBY FTlRTEER ORDEEED: Tha.t this applicant, 
, , , 

Roney Lake Va.lley Mutua.l Telephone Association, be and it hereby 
. . 

is authorized to publish, file and put into effect' fo:r'aperiod 
" ;, 

of one yea.r from the effective dat.e of thi's Order thef'Ollo:wl.Ilg 

ra.tes 'Which. are found to be just and reasonable rates: 

:Business. stations, . .. .$2:.'50 per month . 

stations located wi thin 5 m.iles, 
of the town of SUsanville and 
connected direct with the Susan-
ville Exchange of the Nevada~. Cal-
ifornia: & Oregon Telegra.ph & Tele-
phone Company,' . . . • •• • • • • 2.00 " 
Other residence stations.,. . . .",. 1.50: " 

II 

". 



.. -. 

All other rate.s to remain as atpresezit. 

PROVIDED that if. e.fterthe· application o·fthe rates 
, "', . 

herein authorized' for the said :period o·f one year from the ef-

fective date of this Order, it may then a.ppear tha.t fu'rther in-
, .". 

creas~s may b'e just-ified this, applicant·maYI!lake fU:rther,eppll~' 

ca.tion tb.erefor to the Commission, and that other:wiserates 

herein au.thorized may continue in effect. 

This Order to be and become,effect1 ve from. Sep,tem.ber~l, 

1914, or frcm the first day of the month following the dat'e' on 

-mich the revised schedu.le of rates as herein :p·rov1ded maybe 

filed wi th this Commission. 

The foregoing Opinion and Order are hereby •. approved .' 

and ordered filed as the Opinion and. Order of 'the RailrO~d Com-

mission of the'State of California. 
J.,.r , . 

Dates a.t San Francisco .C~aJ.ifornia, thi8~~ ... day of . 

August, 1914 •. 

.., "''','''' 

; :," 


