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BEYORZ TZE RATIROLD SOMMISSIOX OF UES SZATE OF CATTRORNIA
| | s ,

In the Latter of the Application of
USICY EQME QZTIREONE AND TEXE C?AEH
SO OﬁaTION for an increase of exchange
rateg In the Citiez of Loung Beach and
Sen Berpvardino, in the State of Calif-
ornis, and err;tory aljacent o said
Cities now served’ £rom the exchanges
therein. -
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Lpplication No. 4817.
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T. T But ler, foxr Applicant.

Ge0s L. Eooaenbyl ity<Attorncy and Emil
Scharlf, Jr.,. 2o the CLty of Long Beack. -

Je L. Ldams, Lor the Chamber of COmmerce of
Long Boach. -

Williem Guthrie, City Axtorney, for tne City
of Sun Bernardino.

- ZDGERTOX, ‘Comsvsi_on'er., ‘

O?INION |

- The Vommz»sion is auked to ;ncrease the -exchange tolephone
rates of this COmpany 4in the territory served by it and particularly :
in Tong Beach and San BGrnardino. Ror 8 nnmber of years nrior to o
Qevoder 1, 1918 in addm*ion ‘o0 vh@ property owned and operatad 1n
'Ions-ueacn and San Bornardino apnl;cant controllod and operated
ouher telenhone propertiev in Anaheim Sanxa “na. 7ilm¢ngton
tVentu:ra, Placenxia Garden Grove San Pedro ghland c°lton,
Arullerton and Rialto. In all or nost of these places applicanx

wes az thax time onerat;ng in compotition witn the Paci*ic ;elephqn051.“
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£od Telogrepn Compony. Om Gotober 1, 1918, £% 2old 1o ko

Poeific Tolophone and '.Il‘elogrmh Conpany 118 bronefty in"all of
tacse ‘pointc excom Long . Bea.ca and San Bcrnardino a.nd a.cau.:.rec‘i
that commny’* proper Ty ev the two 1. _tter nomus.
It 43 clad mea in the ap'ol.;.cat.:.on that :f.’or ton ycs.r.,
petn’.t*oncr has onerauccl o.t & loe.., varying :Crom 5 000 vO
$19,000 por ..nnmn and *w.a‘c zs & rosilt of tae compe*"i on wmch
axleted vetwoer L% and The Racific .«.eloﬂohone ana a.elogremn. Com- |
ALY, ”'I't 'na_s "b‘ge::.'u...ab...e' for more an five :rear., o moc'c :‘.n "’ull
”iied. charges a.nd. sinlci’n Lfund roamremon - and tha.‘t‘. n__.a.s a0t
sev zside o fund. Zor deproc..o.mon reso:rvc. |
| . Om chn 3. 193.9, on v:c sition of thc Gompany, a.n .’m—
crocase in ‘::ae rates o;merly in ¢ffect in Long YBQ&Q-.Q.‘S.QC.. ‘San
Bernardino was authorihzed,‘ by the Ebrﬂ'*mv‘cei- Gener‘all anaFoéc:.mé "
o2fective in 't:ncve e::ch..n@e ‘ ?e‘ti't~ oner no"- cla.imv "am no‘t-
' wi.‘ahsu.nuing the rave J.ncreaee.. nm Love cri”’oct oy uhe 20
mastor C-onoral tho oarningo are in*uﬁicien‘c to me'e't o;pora.nng'
and otizer charge and. vb.... % 2% Le nocess ary o "’ur't.hcr ,mcreo,sa

the rates.

1 - omrat*nsr ‘,Revonuea oonsen and R-:.*to Se80

"I“ s pecossary o ...naly"c and ca.ec.c a.bﬁlicant’o tatc-
mcnt of ac u‘U.BJ. md o3 ‘clm&ved. revenues a.n& e~f;oon°es unclor
ke ...ng; emd. -oronovoa '*a.uo.,, o cons.;.dor the mats or° of v..lua.-
tion and: rate oo.oe a.nd. ‘to .,‘tud.y “ho ovor on anc‘L oervico comﬁ-
‘a.i ';;'onz of thn.o nrope::ty. : I'b is amp:ren‘b 'to mcr ‘ob.sm ‘cb.c
estimtéc c":z‘::m.L thod vO tao Commiauion h34 *nplicanw ..re not
relfw:ola und do not :xccnra cly roi’lo c'n noml operating con— ‘-

et ioﬁ....




a.he conuol.t.ao.uén o2 :.xo :Cormorly ccmpetmg wo*oer“io" |
in Long 3each and San .'Borno.rd.ino WS under way w.aen ‘che applica-—
vion wa.a fi.lec. _nd durincr ‘che course of ‘cnﬁ.° procee&* ne; and
1s even now not cn‘t.z.rely c:omlctee. in to.e..,o o ci'tioa. Mpen- -
dituros Tor ma.in vonance and. oUher onor..ting wrpo.;e» n.*.wo ooen,
u.nd now are, a.bﬂoml and ce.rmot oe emec‘ce&. uO becoma nom&l
| 'an':il the convolida.uion is i’s.irly woll 'com'ole oe-ct. . No‘twith- .
s‘u....ndmg Ubo abnom.l onere.ting cona.m:x.on.. d.ur.mg .:hie' perio&' ‘
of consolidetion end notvi'm 'candinrr thc wo.fa.vorﬂ olc foGCv o:t

the consoli tion 'oerio&on ne-serﬁce-, tho . ou in cz 0f tho

.come.ny is inm:eas.mg st on wnuruelly rmﬁ.& ra.te a.nd. promises

‘o con virmo zo J.ncroa..o in the. fum.re. | |

Iz the o iﬂa'to... of ea.mings end c:menc'e., under the -
retes proposed Inm thLis onin.x.on- (e. showa herea.:.‘.’ter),’ a;ccoun'c'-
i3 n2d of tho :.ncroa,,e in: labor a.ncl ma.to*io.l cou‘ta.
A.llowauce 5.., mac in tb.iy es«ima.ue a.or o.n ad.ocm«a d.e*:reciamon
anzalty wzick should e sot aside in c....sh in ¢ a'oec.z.al deprec.m-f
tion Tund. und anortized :ma. used. Joz:n.ctly in e.ccord:mco wi'th
rules a'onroved by tne COmmi sion.

There 1z & :Ifu.rtaor a.:llomnco for spocial worlc v:hicn the
conpany mm. havo to 'ocr:tom m complmnce m‘ch ‘o0 state lows
azd ¢ivy ord.imncos reouir_ng cortein tanda:ds o:f.’ coustmcti.on

and ma.intén&ncc, and tho "um of & 36 000 e.,‘aima‘tea Lor ‘d:e"e
‘aema iz sproad over & ncr.x.od of ...ir yoar _

Lllowancc i3 a.loo mda foxr uncollect*blo revemze o.:nd
Lor tho noces sa.ry rental ﬁayment and. ‘c..xo.,. _. Uitk me & con-

sidoera ..ions it v:ill bc no wd‘. tnwt u:cre romuﬁ.ns, 1o ub.o compaa:y,
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sccording o the stoetemont of the Commission®s anginoe‘rs- in
thelr ostimetos uwnder the Proposcd rates, & BCW rovenue 0f
$85,423.

The med 'earningé o2 §85,422 are the o:q_uivé.lénﬁ o
& fair roturn of 8 por cent o %1,067,800. I ‘wi'sh?'to ca:i.l
attent ion “o tho Lact tm 'L.m.s Qs matoct net roturn ig
oracti ca.lly “ho wme net retura (and. 19, _Ln facu, ,u,htly
in. oxc,..;. of it) “hat he commny exooct... 'Lo racowa from ‘ahc
retos 1% proposes in accordsnce with exhidit "KV. ’xhﬂ'.s is 1n
snito of the Zac% 'Lhat the Comm:r. sion®z ongi nee:ring Donartmon'b’
e.,t-ma. tes for ::ofv'enuc :md oxpenses diffor rao.;.ca.lly :from tnoso

of the company.

There 4is not available an inventory. Or appfa.iéal
of thiz vroperty. Noither was such an epproisal cons.:.clered.
ezsontial in tm'.c nrocoed.* ng Lor *me raason, prﬂnc.x.pally,
ot = largo _moun'c of aunlicaue nropcrty iz in e:ﬁ.stenca as
a.result of tae consol.r.d.am.on. Thie - duplicate pro;per'cy should
- e, :unor‘tizcd. 2 rsmoid.ly as \oo sivle by thoe company"v sineo
othorwizse iv will oe a nemanen‘t a.na increa.,ing .c...ndf.cap
,o.ppl.x.can*'*‘ O'oera uinv ..ncl capiml a.cc:oun vS. |
'L"b.o ‘.:cx‘cal :E.x.:rod canitzl of hic commny is shom in
“he c.nnual I‘GPOI’v for the yew:r: erna.mc- Deccmbor oL, 1919 .‘.'Lv
$3, 019 015.39. T:nio gure has o .,igniﬁcance &as reilecting
eithcr "ho invo.,tment or The V&...LO of ‘due -oro'oo*ty. o on ub.c

'ba...i_ o-” 'bn.e 'bow: cowt 1:.:19 cost per stasion would. amount uO

:3_286.' ) th s an imponiolo igarc and’ »nov:o on the aca of




it the unreliab;lxuy of the book cost as an indez <o tae value,
ol trhis proverty. ITor a plant of the char&ctor 0% thals one,
$ho cost or tho veluo per stat;o“ Hhould not exceed 1100'

- wndepreciated. Since there are ;O 476 Suationu tne valuution B
of the property on this basic showld Bot exceed $2.,047,500.
‘It it apperent, therefore, tnst tke sotinatod et rétuxn '
amounts to'élightiy more tasn an ane* cont return on the
undep&eciate&»cqst estim@te'of thie ronerty on a stat;on

vasic.

2 = Cénitalization'ana Mmed cﬁarses.
| Then & “elevhone pl&nt‘of £his‘kind'1s in feaeonably
normal owerating condition sul has a growth as healtzy ag has
taLe sroperty, we’shoul&-exnect‘to find‘it'in a'aound7aﬁderoa-
nerous financial condftion. Tho chief d;f”iculty wit: the.
Union Zome Tel ephone and ”e’egrann cornoration however is
ite can'*alization and the rosul*in~ vurden of Lixod churvesf
Oun Decembe* ”l 1919 there were oumstanding atocku and

vonds ss ollowo-r

 Common Stock N &1 800 750\,
- Prefeorred Stock, ‘ 71 800?_
- ;otal °tock CLETE B

Pirst Mortgageuujper cont Bonds & 382VOOO‘
Underlying 5 per cent Bondsz of ' ,
Zong Beach Telepkone and Tole- : |
granh Company 25 000 .

Underlying 5 poxr cent Bomds of '
San Bernardino Eome ¢elennona , j
and melegranh Compeny 1l 40C
tal Bonds . ook 408 400

There were also outstanding on December 31, 1919; a8

spown in the company’s aﬁnual report, $80,390.20 in 6 per cont

and 7 per cent notes. Tho interest charges on bomds and zotes
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Tor the year 1919 amounted to §72,915. 69. e find, thereﬂora, |

a condition in this company whore the face Value of the ouw
_stanaing bonds and notes amounzu to $142 00 por station-‘ a
figure, it will be noted, considersbly in exée s of the undenre-.
cieted valuation figure on tho ﬁtation'bauis. B 13 Dot to be
e"necuea that this compeny con continue to carry thi° buraen

and at tno same time continne to give such roasonably good aervice
ag tre sw o*crioero ot the company have the right 10 expect and

as the COmmission will 1nsiet upon whon the propoaed rates are
pux into effegﬁ. Lppurently only two neans exist to remedy
this-situatibn:'oither the\company should snee&ily Y fect a
fineneigl reorganization or assessuments shou_& 08 levied againyt
the oute tanding stock in sufzicient amounm to provide the comnany
with tae necessary oyerating capital iacluding the capital
" needed fLor oxr"envionu ana imnrovemenzs anﬂ al o in. or&er to.
pormit & mriting off of agplicate and intangiole proPGrty wnich ‘
- now swells tae canital account to a mean¢ngless figure.

The COmmiabion in Necislon No. . 5314 recognized this situation
when the conuoliaation and tho trancﬁer of the proyertie° were
anthorized. ‘The. Commission said:

mmilo the finencilsl condition of
Union.Bome Telephone and Telegrarh Cor-
poretion is gueh that the auntaorizavion
of thoe issuance of these securitlies 10 go
to the public would not be warranted, it
is clear that tais whole transaction'w*ll'
e of benefit to both of these companies,
and inssmuch as Tro Racilic Tolephone and
Telegrapa Company 4is fully advis 08 ‘of the
value of these securitios and thelr »urchase
can in no wise affect thc rates or service
to be given the public, and a8 these so-~
curities will ve held by The Raclific Tele~
vhone and Telegraph Compeny and not s0ld to

the public, I believe the proposal should
ve ganctioned.,
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In any ovent annlicant muét make financial arr&ngements

10 provide for now capital wrgontly reauired for oxtension.
It cannot be expected that thls capital Will come from the
rates pald by tho. subscribers. The owners ol the property
zust furnish the plant and the public will maintain it and-
Pay & fotr return. New financing.with the present °h0wingj
is impoesible and reorganization or stock ausea menz, ox
both, secem the only sound solution.

3 -- Devreciation Pund.

Ac¢or&1ng‘to the}coﬁpany's last annuél report 0016
has accumplatod & depreciation reserve of $63,750. This‘reserve
48 no% in chsh, howe&er,~gnd.1s Includoed Lz the total Zixed
capital. The annual report a2lso shows thatvno cherges were
made during tae yeax against the depreciation resefve aﬁd that
in consequence all renswele and renlacemenxs oecaQQ‘paftfof
ordinary mainﬁenance and operating exporses. The cdmpany admitsv
~ that 1ts deprociation reserve 1s a boox tranzection mé:ely; |
Applicant statos that it will welcome an or&ér from‘the.dommis;-
sion requi:iﬁg ﬁhe sotting aside in cash oflé depreciation Lund
and the Qsﬁabliohmont by tho Commission of proner'fulev govérna
ing taat fand. I havo alresdy polnted oux that in the»e°timate 
sot up above there i3 incl u&ed the sum of Y4§,OOO Tor this pur-
" 0080 and applicant should be roguired to set‘aside'in;cash for
tnis Purpose monthly the sax of 3,750 and should supmit to the
COmmission‘its sagge tions Lor rule° to bovern thi _und.

The ae*v;ce given vy netitione » particularly in Io#g'

Beach during and immedistely Zollowing the consolidation, has
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beon mxdrmmyiy inferior and hsas brcughf about acxxx:xxmzzzr

- JusviZiablo complaint from the nubnc.' 'hie be3 reeultea' |
meinly Lrom line an& other troubles 1nc1aonf to +ho cux-ever
fe_lowing ccneolidation and to toe difliculty wh;ch tho

company had in clearing up these troublev nrcmptly on acgcount
of a strike of its employees occurring 8t that time. <C{onmplaints
of faulty operation were also Lfrequent. - The fommiasion's
enginooring depariment bas alresdy made‘e generei sef;ice in-
vestigation fnto the unsatisfccfery sexvice cOnditiona. and
remodies have bdeen sﬁgseste& and adopted withithe result That
the e difficultieu have boexn largely overcome and the *ervice |
greatly imbroved.

In Loncheach’and Sen Bernardiho,.as in other communities

in the stete, iﬁ is apparent that telephone_nse:s are demanding
| eatisfactory service and that teey are more interested iz the
best: poesible serviee than in the lowest p0°slble ratec. “he
rates propesed in this opinion are increaaed in- 3ome instances
cto ‘bring *hem into confermity with. similar rates Lox cempar&ble
c’-ex'vﬁl.ce in ether citiee of approximately *he °ame slzo in this
St&ve-, Theee ratee are ample te permit good service. ﬂhe
'Ccmmi ssion will insist upon such service being rendered by the
coupany and 1t 1is excectea that service stendardo will be
&eveloped in the near future that will enable e check.on sorvico
conditions to bo made Zor. thie and other telephene propertie

B m- Ra'te '

Thefrate‘increases sought by applicant sre not.justifiable,

1n my opinfon, eithor Zrom the standpoint of what ere fair and
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seqnitab;eirates,fer the service rendered or from the stand-

point of apnlicant'° nocessities for‘additienel‘revenue. The

need for adeitienal income ﬁill ve met oy the rates °u33e°t-

od in this Opinion_in aeeordanee with The estimates showa

heretefere.,-mhe so~called Buxrleson rates new‘in.effecfien

this teiephene'system'are eufficiently highefor'the‘neede o

this ceﬁeany The changes I am recommending in the exieting

vrates will do away w;th cerﬁein d;ecrimine ien in Lavor of

eertein clesses 02 subs cribers when this eervice is’ eempered

with similar °ervice elsewhere.

I *ecommend tne following rate structure:

Iong Boach

Individual Lime
Two=party Iline.

Tour-party. d;ne'

2xtensions

FUSLNOSS “Resiionce -
o wall Seot. lesk Set Cwell Set Desk Set

$4.00  $4.25 $2.50° 275

1.75 2.000

1.00 .00 100 1.00°

San Bernardine

Tndividual Iine
Two-party Line

Povr-party Line

Extensione

ote L:

. Sus1ness - xesidenee ,
well Set Desk Set ﬂall Seff Desk. Set

$2.50 = $3.75.. $2. asf $2.50
2.7 3. 00. l 75, 200 -

tes for vrivate branck exchanges and for
miscellanoous eguipment  not included in thae
above tavleos are to ve.f£iled with the COm-
mig c'ion s jeet to ;t@ approval. i

'&ll rates. are net. ;ne nenelty 02 25 cents

Zor delinguent peyment shall e eliminated.
The -conpany is protected in its collections

- by Lts rules and regulations filed wnder

Decioien Now. 2879 tagze 683.
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Thae company’s practice of oolloct;ng
for installation of desk set $2.00,

in addition to the regular rato, sball
be discontinuo&.

The orosent practice of the company of making only ono

cnarge for oervice in cases whoro subacrivery aro obligod to

- retain duolicate‘sorvice viz., both Pacific and Womo oonding :
commlotion of the consolidation, should oontinuo u:z::;i’T all
dunlicate servico is &iooonzinuod. Tho remaining work ot
consolidation’ saoula be completed as soon &g possible and I
rocommend’tnat witain six months of the date of this order
applicanx sholl proegent to the Commission compiétofinformotion
on tae gtavus of the consolidation. At the seame timo'abplicant

- should saomit to tho Commission its program £ox. the olimination
and amortization of suck duplicate property asQﬁay oxist gt'

that time.

I recommond the following Lorm of order:

UNION EOME TZIZPEONE AND 0ELEGRAPY CORPORATION having
~applied to ﬁho‘Commiss;on‘fof authority to inerosse 1tg oxcpange
rato°‘in'Lonﬁ Boacn and San Bornardino; public‘hoarings haviﬁg
boen held, tno mattor having boon suwbmitied and the COmmis gion

asing 1ts conclucions on tho forogoing opinfon: |

it Is HEEEBY‘OBDZEED That UZION ZOMZ ”¢$EQHON“-AED PUOSIOLS
GRAPY CORRORAIION osteblish and file with tho Commission within
thizty (20) days of the &ate of thiec ordex a °choau1o ol ratos
and GOIVAGG° a3 outlinea in the forego;ns opinion. Oa opproval

oy uho Fommission of tho gchoedules so Liled, apglican$ is euthoriz-
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ed to put these rasies into effect7subjegt;tpgthe £ollowiﬁ37

conditions: , | '

(1) adequate ant efffcfent telephone service shall be
rondered dt éll timos for &3l classes of,éervice.

(2) Applicent shall set aside into a deprecistion Zund
the sum of $45 000 00T annﬁm in monthly-inatallmentsvof |
£2,750 for tne purpose of taking care of suck renswals and ro-
placemonts a°f 81l be covered by the fund. Applicanx shall
£1le with the Sommission within thirty (30} &ays of tho date |

of tkis oxder its ugsostions fLoxr rule° governing tho functions
and u2e of tho depreciation fund and these rules thereafter
ghell go into. effect az approved or mo&ified by thevCOmmisvion.

(3) gpvl¢cant Shall complete as speed;lj a8 p0°sible
the consolidation of all of its prOﬁG“tJ and witain ix (6)
‘months of uhG dato of this ordor shall filo w¢th the COmmission
& statement showing vhe status of the cons ol;dation.

(4) Lpplicant shall arrenge fdr'thé amortizat;on exd
elimiﬁation-of guch Quplicate propexty as is in éii ténce at
this time and ss should be dxsponsea with to the benefit oL the_"
service sad skall witbin six (6} months of the date of +taie
orler subnmit to tha COmmission its 3ugge°tione Zor o plan of

oringing goout suck amortization and such elimina ion-within :

a 3pecified.v1me.




Mhe foregoing opinion and .order are heroby approved
and ordered fs.led e the opinion and. oraer of the Raeilroad
Commission of the tate of CaliZornia. ~

o
Dataed at »e.n Francisco. califoruia, this / 7 ™~ day

o..’.@ﬁ;ﬁa— 1920. .

| s~
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