Decisiorn NS.

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application of @RU@HNA&
Suisun and Green Valley Telephone

Company, a corporation, for un order Application No. 1954.
authoiizing the increace of rates of : .
rental.

| m;g ‘ON uois100(]

K. I. Jones, for the applicant.

GORDON, Commissioner.
CPINI-ON

-

_ Suisun and Green Valley Telephone Company, the applicant
“in this proceeding, is an incorporated company oﬁning and maintainé
ing a systexm of rural telephone lines which terﬁinate'in-a central
exchange switchboard located in the town of Suisun, Solanq County,
and operated by The Pacific Telenhone -and Telegraph Company the |
applican* no+ having 2 switchboard of its own. The stockholders
0f this corporation pay an annuel switching charge of $5.00 per
year to The Pacific ;elephone and Telegraph Company for the switch-
ing service which that company performs through its Suisun exchange
sw;tchboara. Aside from th;s annual switching charge, the stock-
holders pay no rates other than for long distance toll service,
these charges being paid also to The Pacific Telephone end Tele-
croph Company, but each stockholder is expected to bear his pro -
rata of the expense of maintainihg the company's systen.

In addition to those having service on this basis, ﬁhe'_ﬂ
applicant has a number of other patrona connected with its lines
for whom it has provided %elephone instruments. and from whom. it
collects a rate of §12.0C per year, out of whlch amount The Pagiflcf
Teléphone and Telegraph Company collects the same awitchihg,qharge‘

whick the stockholders pay. - The company is thus operating a8 '8

sublic utility subject to the jurisdiction of the Railr9g¢‘00mmis¢ "

ajon.




Application iz now being made to the Commission for per-
zission to increase the rate of non-stockholders from $12.00 to‘
$18.00 per year, the‘applicant alleging that the expense of main-
taining‘its system renders this increase necessary. To support
this allegation, the applicant has presented statements of receipts
and expenditures.for the past year. According to these statements
and to the testimony of witnesses, there was a small nef‘incdme re=
Jnaining at the end of the year, »ut certain items of operating ex-‘
pense which should have been provided for and which would have off-
set the balance referred to have not been irncluded in these atateQ
ments. In addition to tkhis, there are‘also certain accounts which
have been incurred in the mainténance'of and improvementvof thg
applicant's system still unpaid and wahich it is uwnable te meet out
of the presenti income. |

As stated obove, stockholcers of thié corpany in addition
to paying $3.0C per year for their switching service also pay tbe
cost of maintenance of the systen. It appears, rowever, that a
portion of the company's present indebtedness cover'itemé of main-
tenance. Aside from this fact, however, it will also be noted that
stockholders are allowed a2 rate more favorable than the :ate charged
thoée subscribers whp do no% own stock, while it is the latter rate
which the applicant wishes to increase. Whether or not the appli-
cant may bve entitled to better rates to enable it to operate at a
profit, it is not proper that its stockholders should be allowed

wotes more favorable than those of its non=stockholders.

There are now 39 non-stockholders and 67 stdckholders. a

total of 106 patrons, for each of whon The Pacific Telephone and
Telegraph Company collects $3.00 per year fér connection_at Sﬁ;sun.
If each patron were pa&ing $12.00 per year, the applicant would
collect and retain $9.00 per year in addition %o The Pacific Com-
pany's charges, or & total of $954.00 per year. chér revenues

collected during the year amounted 1o $107.35, the total of the two
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itens represeﬁtin@ a gross income of $L061.35. The gross operate
ing expenses for the year were $699.64. This would leave a nét ‘
revenue of J361.71. The original cost of the company's plant, as
shown by its dooks, was $4165.72; thus it would appear ;hatrif éll '
of the applicant's patrons had been paying a unifora raté of $12;00.
rer annum the applicant would havevearned‘approximately 8¥7 on theri
original value of its plant. This, however, is not_a cqrréct show-
ing for the reason that the plant has depreciated considerably in |
Talue, while nothing has been put aside to take'care-of deprecia~
tion and nothing nas been charged to this account in the statément
of operating expenses for the year referred to.

The applicant‘has presented to the Commission an inven-
tory in detail of its property. An examination of this inventory
indicates that the original cost shown by the company?s books is
considerably lower than it would cost to reproduce thé Plant as of
this date, but as stated above, depreciation has not been taken
care of in the past and the plant has considérably depreciated in
volve. According to the company's records, the average age of the
plant 15 slightly in excess of eleven years. Accoxrdingly, to charge
off depreciation for thils period, estimating depreciatioh,ap a rate
of 5.2, the preseat value of the property after allowing for in-
terest during construction, organizgtion and working capital would
ve approximately $2280.00. It would cosct approximately.$6132.83
to reproduce the plant new. Deducting depreciation at the‘saﬁe |
rate and allowing for the same itews of interest, oraaﬁ;zation and
working capital, the cost of reproduction less depreciatidn would

be approximately $3200.00. Thus, after adding deprec$ation at the

rate of 3% on eitaer onme of these valuations 1o the expenses of op~-

eration, as shown by the statement referred to abdove, the following

result would appear:
On the valuation of $2280.00, representing the orig-

inal cost less deprcciated value, the applicant would be
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earning slightly less than 11% if & uniform rate
of $12.00 per year were made efféctive.

On a valuation of $3200.00, veing the repro-
duction value less depreciated value, the applicant

would be earning slizhtly in excess of 6%.

The evidence shows thet the applicant's present lines are
for the most part heavily overloaded and that it will be necessary
to consiruct additional lines and Yo rearrange present lines in or-v
der t0 relieve the overload and to provide additional service as
it may ve demanded. Thesc improvements will involve further exe
penditures whiech may, when completed, Jjustify a higher rate. The
adequacy of the service, however, is not directly involved in this
procecding, the natrons of the company having expressed fhemselvea.
in a generél way, a8 being satisfied with the present service. It
would appear, therelore, withoﬁt finally passing upon the valuation
of the‘applicant's property that if suchk improvementé'as may be ne-
cessary may be made in the system, the applicant will bve afforded -
such relief as it may be reasonadly entitled to if a rate of 312100«
ver year bYe uniformly applied to all patrons. The unifora gppl&Q
cation of this rate will =lso nave the further effect of removing
preseat discrimination as betweén stockholders' énd non-stockholders?
rates. |

With the understonding, therefore, that the applicant m@y,A
if it so desires, apply for o further modification of rates aftexr
the improvements referred to nay have been completed, I am of the
opinion that the uniforz application of & rate of 512.00 per year

should be made effective and shall recozmend accordingly.

ORDER

Application having been made 10 tuis Commission by Suisun

and Green Valley Telephone Company, & corporation, for permissiqn




to increase its rates of rental, and a hearing having been had,

and it appearing that discrimirnation in the applicant's present
rates exists, and it apreoring further to the Commission, as set
forth in the preceding opinion, that the application of a uniform
rate of $12.00 per year to ve charged and collected from the stock-

nolders and non-stockholders alike will remove the présent disecrin-

instion and afford the applicant such relief as it may for the pres-

ent he reasonably entitled to,

IT IS5 HEREZY ORDERED that the applicant, Suisun and Green
Valley Telephone Company, be and it is heredy permitted”to uniforms=
ly charge and collect'from each of its patrons a rate of $12.0ozpef
year. 7‘ |

This order éo be and vecome effective fron Januafy 1, 1916.

The foregoing opirion and order are hereby approved and
ordered filed as the opinion and order of the Rallroad Commission
of the State of California. |

Dated at San Francisco, Califoraia, tais ggééﬁ_day of

~ January, 1916.

Commissioners.




