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BE:.90RE THE ?AILROA':) COW-.':ISSION OF TEl: S'rATE OF CALIJ~ORNIA 
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REDONDO HOME TELEPHONZ COMPAh"Y for 
~uthority to i~crease rateo for tele-
phone service. 

APplication No~5006. 
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and !£anhattan .:seach. 
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Co:::anerc e. 

BEUNDIGE. Ccnmissioner. 

O~IN!ON' 

The Redondo Rome Telephone Company, hereinafter referred 

to us the COr.lPMj", ir. .. \p:gliC:J.tion No. 5006 asks the Co:nni3sion's 

authority to increase rateo for telepnone service, allee1ne th~t 

its present rates, c:tablishcd in 1905, ~re inadequate to meet the 

increased prices for ~~terials and increa3cd l~bor coste and at 

the s~~e time yield a fair return upon its investment in telephone 

property. 

At the present time, the Company is furnishing 'exchange 

zervico in the towns of Ma.'"lhattan Beach, He~oca Beach c.nd Redondo 

Beach. These cO:!'..l'!lu~i t1 eo hs.d been receiving competi tive teleph.one 

service from The P~cific Telephone c~d Telegraph\company and from 
,J 

the ~pplic~nt for many yc~rs prior to July' 26~ 1918, at which time 

the Co~~ission in Decision No. 5613 authorized the applic~~t to pur-

chase certain p~operty fro: tho Pacific Company, and authorized 

t~c latter tl:') retire from the telephone business in theoo towns. 



The consoli~tion of the two properties did not beco~e effective 

u-~ti1 APril 1, 19l9, ~~d the central offices of the for.mer co:-

,eting cOnlpMies \'~erc not consolidated until October 15, 1919. 

Since tl~t time, the oubscribers llave been receiving service from 

o~e central office, but the duplicate plant, such as polos, wires, 

cables, etc., r~in pr=t.ctico.lly a.s they were before consolidation, 

weich necess~rily means that the expense of maintaining the pl~~t 

will 'be considera.bly higher than it would be if the sy stem J:lad been 

built originally by one co~,any. 

A hearing w~s hel~ in Redondo on December 24th and 29th. 

At the hea.ring aPl'lica..'1.t prec0:'lted evidence as to :preaont .md past 

oporating expenseo) tOGetner with est~ate3 of operating revenues 

The Co~pany's Exhibit No. 2 alleges 

that the Redondo Ro~e Company did not make expenses during the years 

1917 and 1918, While an exhibit filed in the consolidation proceed-

ings, Applicc.t ion ~'!'o .. 3866, shows that the Pacific CO::1!)a.!'l.y operated 

~t a loss of a:9proxi:n~tely :~8500.00 during the years 1915 a.nci 1916. 

In the same procoedi~gs, an exhibit showed the estimated revenue ~~d 

expenses o~ the co~solidated properties were such that there would 

be ~ deficit oefore interest on funded debt was paid, amounting to 

$755.00 fo r tho first ye'D.r and ~~31S .. 00 fo r the second year. Th:!.B 

in~o:rr.ation is given to show th~t the Comp~y was fully aware of 

concii tiona at t~le t ble the },)urchase Vla.S ma.de. i 
The applic~~t'6 engineer estimated that the present rates 

would yield $20.588 .. 47 in 1920, ~~d that the maintenance expenses, 

other than depreciation, wou1d'oe ~19,307.38. This would give a 

::o:et inco::n.e of $1281. 09 ~7i th which to el3t~3.blish a fund fo r deprecia-

tion and ~~y c return upon their invest~ent .. The Commission's 

engineers ::n.ade a careful estimate of the revenue of the system under 
present rates and est~~tcd the expenses which a nor.mal plant would 

... -,:.-



h~vo if si!':1ilx:ly ~i t~ ted. ~d of sir..lila::: size. The;r- f 01.ll1d that 

the CO!:1pc.ny could re~~::,:;ol1Q.i:Jly c::pcct 0. not i:::comc "ooforo del)rccic.-

tio:;.: 0::: c.pp:::o:·:i.::::::.tcly ~~;2S00.00, ... .:;.;.ic1: '.'Jould. 00 il1suificient airon 

tllat the Co:::,o::~· i:;; 011 ti tlc d to o,n incro asc in. rate s in orde::: thc.t 

1..:l invol':"~or~~ or oopraisal 0: the consolidated 

sen-ieo in do J~erI:linins a. ro.tc ·llo.se for this sy starn since 0. larco 

bel' '31, ls)l~, cho\','s 0. total ::ixed cc.::.:dto.l oj~ ::?J.ll,762.15, whiM 

is ec:uivalont to a cost }Jor :::tetion amountillg to o.pJ.?roxiretoly 

\~;140 .00. Obv.i.01ls1r tl:..i::; i:::: on e~:ce ::;:::;i "7e co ct .:mcl il'Hlico. to s til::. t 

i"~ cXJ.no".; be used. o.s the bc.sis fo: l'!:"to:;;. 

III viow of the :l';J~\"C !o.cts, the onsinoers of 

cc.tcd. el~~c·\~lilerc. 7.c.c~o \','(:ro 801 s".;ationz il1 service :on Decel!lOo:: 

~l, 1~n9, \'Ihic~~ tl1c C:omn~iss:Lol'lr::: cngil'lOor::: c:::timtcd. :::hould cost 

.'.<~;:.; Ou- o"'ch ~~.,.. Tr'·'·'.,., 0'" ~l' noe'" ..'lOr t~'10 f"ol.n·~)"""'y, te ~t'ifl' eA not '010"" • . .... • .,........ ........ , . .I. .. t. ...."" ... '" _ ....... -""... "". 

, '<'80 "00 00 ., ~ oe \i' , \.I • , ':.:.n.:"J.C ~hc C om::1i:: s io:o ': ~ngi ne c:r sta tc d the. t the 

C)st 0: co::::.:::t::uction 0:: pla..."1ts of ::::irnilar cize rc.nGed fro:::l $70 

-.. "''''0 .. 0 'i/O po l' ::::to. ti 0:0 • Ol~ C.CCOU-G t of ".:110 dovelop!':1cnt 0:£ this torri-

tory alonG a lon3 stretch of ~each instea~ of in a con~er.se~ 
o.::-CQ., ~,;ne ::'o:..:'(;cr ro.iccd tl::.c c:::tirr'.o. .. ,;cd cost to 085 0.:::: sbove notod. 

:;hi::: \'Jot::.lcl ind.ico.tc 0. rcproduction co::t of :)68,085 for a. normo.l 

:!?::OJ?c:::~" in tilis commu.'1i"~y. In l!~" 0l~inion, therefore, ~~~70,OeO 

i: =. just ~d oquits.'blc rate 'bo.~e. 
the 

T".c.c finoncial :::to.tus of tile co::n:9~Y,e.:::: set :forth j:n/ 
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Annual geport.o! December 31, 1919, shows there is outstanding 

$70,000 face value of twenty-five year gold bonds becring 2t per 

cent. interest for the first eight years ~d 6 per cent. for the 

recai~ing seventeen years. It is f~rther stated tr~t $40,000.00 

face value of co~on stock is issued. ~here is no preferred 

stock issued or a.utho:-ized. 

UnQer the rates proposed, the Company may rea.sonably ex-

pect a revenue of approxim~tely $28,500.00 during the coming year. 

A careful estimate of the expenses during the s~~e period bas been 

!:ade s,l'ld amounts to apprOximately ~~23,OOO.OO. Allowance wa.s made 
o.1:r N1.dy ,,";l'antcd 

in this eotimatc for an incre~oe in wages/amounting to 10 per cent. 

of all l~bor. and included $3000.00 per year for the replacement of 

pl~~t which should be set aside in a fund ar.d used only for the pur-

pose~ for which it will be collected. Due allowance was ~de for 

the fact tr~t practically ~ll the plant in the syst~ is located 

along the ocean front ~~d subject to rapid deterioration, due to 

the action of the salt air and foge. The gross revenue from these 

rates is sufficient to enable the comp~~y to operate thethrac m~~ic-

i~al1tiea as a single unit and will not necessitate dividing them 

int.o a.rbitrary "zones" a.s wa.s :91'o1'osed by the company a.~d vigorously 

opposed by the representatives of all the municipalities concerned. 

\Vhile the Company may argue t~t JiQnh~ttan Beach is a lone distance 

from the Red.ond.o Excha.~ge, I cc.nno t a.gree with it tha.t the aubscri-

bero should be :penalized because the co:opany has .not located the 

central office in the telephonic center of the community served. 

TAe CO::lpany reQ.1ized. when it purcha.sed the Pa.ci:f'ic Com-

P~~Y's :property that it would cost a considerable amount of money 

to ~a.intair. and gradually eliminate the duplicate plant in the sys-

tem and very wisely ~de provisio~ for this extra expense by issuing 

bonds bearing only 2t. :per cent. interest for the first eient years 

~fter consolidation. This ocheme makes available annually 3t per 
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cent. of the $70,000.00 f~ce value bonds outct~~ding, or approxi-

~ately $20,000.00 for this pu~ose for the eight year period. This 

~unt should be used to amortize the duplicate plant as rapidly 

ss possible si~ce the comp~~y cannot ex~ect the public to bear the 

burden of ~ai~taining any portion of tAe~stem which is unessential 

to furnishing service. It is my opinion, there~ore, thet the com-

p~~y s~ould furnish the Co~ission withi~ six (6) months of the 

date of this order its sugGestio~s for a plan ot bringing about 

the amortizution ~nd elimination of any and all duplicate property 

within a specified time. 

SZRVICE: 

The service given by applicant in tlua territory appears 

to have been very unaatisfactor.y durins the consolidation period. 

At the preoent time, however, the telephones ~~ave ~ractically all 

been changed to the tk~r.monic ringer type ~d the plant is being re-

paired ar.d reconst~~cted in 3UC~ ~ manner that the service ahould 

be greatly improved. The Commiszion is authorizing this increase 

in ~ctcz with the dioti~ct understanding that the quality of serviee 

shsll meet the stcndards which this Commi~sion reqUires of other 

companies and will expect the Company to meet these reqUirements. 

since a liberal allowance has been ~~de for the expenses of o~er­

atine ~ nor.mal telephone property ot thic size. 

RATES: 

The rate increaoez oought by applicant are not justifiable 

in my opinion, either from the standpOint of what are fair ~~d equit-

able rates for the service rendered or from the standpoint of appli-

cant's neces3ities for a~ditional revenue. The need for additional 

inco~e will be ~et by the rates s'~ggeeted in this Opinion in accord-

ance with the estimates s~Awn heretofore. 
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I recor::.mend the follo\7ing rate etJ:'1lctu.re: 

Claesif:,i cation 

Indivi~ual Line - Wall 
Two-p~rty Line " 
Four-p~rty Line " 
Eight-pe.rty Line - " 
Eitensiono - Wall or Desk 
Suburban - Incli vi dual Line 
Suburban - Eight-,arty Line 

BU:Jinesa 

$ 3.25 
2.75:, 
2.50 

1 .. 00 
*3.25 

2.75 

Residence 

$ 2.50 
2.25 
2 .. 00 
1.50 
1.00 

*2.50 
.2.25 

Desk telephones are $ .25 additional per month 
on all c1assea of service except extensions. 

Rates :fo:::, miocellaneous equipment not included 
in the above table are to be filed with the Co~­
~is3ion subject to ito a~~roval. 

*An additional charge of $ .50 per month shall be 
~de for each qucrter mile or fraction thereof, 
measured in a struiGht line between the subscri-
ber's prcmioec and the nearest point in the pri-
mary ra.te are~. 

The ~rimary rate area for this exchange sholl be boun~ed 

on the north by the northerly city limits of Manhattan Beach and. by 

thnt portion of the city limits of Redondo Beo.ch which. j 0 iris the 

easterly city limits of Redcndo Beach and. Hermosa Beach; on the east 

by the castern city limits of Redondo, Her.mosa and M~~ttan BeaChes; 

on th.e :3outh by the $outhern city limits of Rec.ond,~ Bea.ch, and on 

the wec~ by the ocean. 

The company is protected from making unprofitable exten-

siono in the sparsely settled portion of the primar,y rate area, as 

well as beyond the city limits, oy provicions in the Commission's 

Decision No. 2879. Case No. 683, which states as follows: 

"Rule 15. 

"A water, sas, electric or tele~hone utility 
which operates under a gene~al franchise authorizing 
the occupa.ncy ot all the streets of Co municipiity 
sholl ~~et at its own expence, such street exten-
sions as ~y be neceosar,y to serve applic~~ts; pro-
vided, that in any cace in whi~~ the construction 
of an extension at the utility'S sole cost will in 
its opinion work an undue hardship upon the utility 
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"or its existine: cons\Unel'~, the :natter may 'be sub-
mi t t ad to the COI:ni sGion as pl'O'Vided 'by Sect ion 36 
of tbe Public Utilities Act, unless satisfactorily 
adjusted by an info!'n".nl a:p:p1ice.tion to the Commis-
sion." 

"Rule 16. 

"A water, gas, electric or tele~hone utility 
shall ~ke such re~sona'ble extensiono in unincor-
porated territor,y at its own expense, ~$ it can 
agree u:por. wi th the applicant 1"0 r service; provided, 
that ir. any case in which the construction of an ex-
tens ion o.t the uti 1i ty' s sole e>"":pcnee will in its 
opinion worl; a."'1 und.ue h~rdshi, upon the utility or 
its existing cor.su~cr6J the m~tter may be submitted 
to the Co~~ission as provi~ed by Section 36 of the 
Public Utilities Act, unleso s~tisfactorily adjusted 
'by an i:'lfor::Jal application to the Commission." 

"Rule 17. 

"In cases in which ap:plioants tlake payments to 
secure the construction of extensions by water, gas, 
eleotric or telephone utilities, suCh payments shall 
Generally be considered sa loans to the utilities, 
to be rep~id) as Boon as conditions warr~~t, under 
reasonable, nondiscrimina.tory rules a..~d regula.tions." 

All rules and regulations not covered by this decision 

s~ll remain in effect as established ~~d filed with this Co~is-

sion, as ,ro'Vided in Decision No. 2879. 

I recon:nend. the follo':/ing form of Order. 

ORDER 

REDO~~ HOME TELEPHONE C~lPANY having applied to the 

CO=i6610n for authority to increase its excha.."'1ge rater3. a public 

he~ring havinG been held, the matter navins been submitted and 

the Commission basing its concl~sion8 on the foregoing Opinion, 

I~ IS ~Jr:~~Y ORDERED that the applicant is authorized 

to establi sh 8.n d file ivi th the COmmission .. vi thin thirty (30) days 

of the date of this order, a. schedule of rate:;; and services a.s out-

lined in the foregoing Opinion. On 3.T,l:provs,l by ,the Co:mmiaaion of 

the ::Jcheduleo so filed, applic::JJ'lt 10 a.uthorized to put these ra.tes 
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into effect subj ect to the follo"J'ting conditions: 

(a) Adequate a.nd efficient 'cele:pnone service mu:;;t be 
rendered ~t all times for all classes of service. 

(b) Applicant s!~ll zet ~side into a depreciation fund, 
the sum of $3000.00 per annum in instQ.l~ents of 
$250.00 ~er month for the pu~ose of taking care of 
sucn renewals and rcplacement3 as ohall be covered 
by the fund. Applicant s~1all file with the Commis-
sion ivithin ,thirty (30) days of the date of this or-
der, its suggestions for rules go~ernine the functions 
and use of the de~reciation fund and these recommenda-
tions thereafter shall go into effect as approved or 
~od~fied by the Commission. 

(c) The applicant shall co~plete as $~eedily as possible 
tfi~ ~6~~61idation of all of its pro~erty, and within 
oix (6) ffiontho 0: the d~te ot thia order el~ll tile 
wl.t.h t.ho COl'\U'tl.l.O~l.on a ~t.3.t.e::nen't showing tho sta:tu5 ot' 
the consolidation. 

(c:.) ApJ?licant sl;ul.J.l o.rrane;e for the a.."rlort1zation D.nd elim-
ination of sucn du~licate ~ro~erty as is in existence 
a.t thi 13 'to imc a.ne. :LS ",houle. 'be dispensed with to the 
ber.efit of the ~ervic~ und shall within six (6) ~onths 
of the date of this 0 rder subx:l.i t to the CO!!mlission its 
3ueee3tion3 for a pla~ of bringins about such amorti-
zation ~e. such eli~in~tion within ~ opecified t~e. 

The fore30ing Opinion ~~d Order ~re hereby a~proved and 

ordered filed a.c the Opinion and Order 0 f the Railroad Commiol3ion 

of the sta.te of Califor.lia.. 

Dated at S~~ Francisco, California, this day of 
,A;t)ril, 1920. 

Com::r:.i 5$i onere. 

-8-


