
Decision No. 7 S-If-:L..: 

---000---
) 
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In the Matte:r o:f,the .Application of 
. SANTA B.Al\BARA. mEPR01~ C(JJ[2.AJf'l for 
MOdification of ~oll Rates ) A~plication No.'49Z3. 

) 
and ) 

In the V.s. ttcr of the Applics. tiono:f' ) 
SAN~A BA...~A..~ :EIZPE:ONE COMPANY, a. ) 
COl'porat10n, ·:for an Order to Increase) Application :No. 5039' .. 
1 tsP..a. te s. " . ) .... ~ ... ' ............. . 

Chicker111~ and GregorY' bY' Allen L. Chi cker 1ng for the' 
,Applicants. 

w. p. :au tcher :for the' Oi t,. of Sante. :se.rbars.. 
J. F. Frick for the Cit,1 of tompoe. 
C. 1,. ?reiskor for the C1 ty of santa Ms.ria. 
N. ? J?owleY' for the ?aeific Telephone and Telegraph 

C omps:o.Y' • . 
J. F. Frick. C. L. :re1sko:r. S. J .. Stanwood, JoJm 

!o:r:raneo &:Ld X. S. Dedwich (Members o:! the Board 
of SU1'>erv1eo!"s}' :for the Board of Su-oerviso:rs of 
the County of Santa. Barbara. ~ . 

Dr. E. O. Ca.%:l.I>bell and 'Z .. $:. 2eek for the Gole'taImprove-
ment Club. 

I.OVELAIrn, Commissioner. 

OPINION' ..... _- .... _---
On September 8, 1919, Applicant filed vr.tth the ,Com.':' 

mission A:9P11cation No. 4933, asld.ng for So modification of,~1t8 

toll rates and requesting the Cotml1ss1onto put into e:t:fect ':tor' , i 

its sY'stem the rates which were then established fo%', to11. 'se!t"- .' 

vice b:r the Postmaster General. 'tm.d.erFederal'control •. 
j',. 

On October 10,. 1919, Application 5039: was'filed. &8k1ng 
. -.'.. .' 

:to:r an ix1vestigat1on 1:l.to 'all·of A:91~lica.nt~s rates and fo~ an.·' 
order establishing such 1ncres.ses as, might seem just and res.son-
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a.ble under the CirCtmlBta.nces. At a henring 1n Santa :B6.rbar8. 

held on November 24. 1919, these two applications were oonaoli-
, 

da ted. At ths. t hea.:r1ng App11ean t in troa:a.ced its ex7li b1 ts on 

investment, valUations, operating. revenuesaxld expensea a.nd 

est1ma. teso:f £'0. ture opere. tions, and it was agreed the. t the 
. , , 

Commission's ~gineerillg. Department should make a report deal-

ing with these. matters and, wi th . the service o:t the Coc.Ps.J:l.7. 

Copies of the report were to be. ~1shed to all of the ~t1e8 

to, the proceeding s:c.d1t should. t:b.en 'be deeided whether, ,0r not 
. , 

an additional hesrin8 would 'be neeess8.l::y. ~e Engineering De-
. , 

partlnent's report lla.e been made,. eop!:es ha.ve been given- out- &s 

a.greed uPQn end: the ~e. tter is now reaq :tor a deei Bion.: . 

ApJ?liea.nt sta.tes tbs.t the ra.te sehedules, both t<>ll s.nd' 

exchange, under ~~eh operations have ~een carried on since tae 

bUsiness ~e.s te.k~ over by the present Compsn7, Aave. never be6n 

s'td'f1eient to earn a. ressoxw.ble rettl.1'n on investment, that"oper-
, 

e.t1ng expenses ha.ve been increa.Sing on aeco-=t· O'fincres.sed·', 

costs of labor and. ms. terial in Q. much greater proportion t:ban 

the increa.ses. 0-: opera..tins revenues, end that unless an1xLorea.S6 

in ra.tes is granted •. 1t will be 1mpossible to earn operat1l1g 

expenses. So reasonable doprecia.tion annui t:v and interest on 
bon~ed indebtedness. 

Thctolephono properties of the App11C8.nt.represonta 

c:onsol!d.!I.tion o£ several telephone companies here-to·:£ore opera.ting 

in San ts. Barbara CO'tUl t:v. In this Connn1se10n's!)ee1sionsJ'os. 

374'7 and ZS5& a:a.thorizs .. ~ion was given £or this eonso11ds.t1op. and 

the new Compa.n:v (the' present Applicant) was a.uthorized' to issue 

cexote.1n bonde a.nd preferred end common eto.ok as set forth in tho 
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two deoisions referred ·to. The effect of the ooneo11d.stion was 

to oo~binethe Rome TelephoDo and Telegraph Compan7 of Santa 

:Ba.rbara Co'CIlt7., the' Home Telephone and Tolegraph COmpS%l7 o:f 

Santa Barbara. and certain prQperty o~ tbe paoifio-Telephone 

and Telegraph -Compsn7 into one telophone propert7. the santa 

Ba:bara Telephone_ Company -- t.b.epre~ ant, APl'11 0 ant-. , 

Applicant operates exc.b.sngee in Santa. Barbara, Goleta, 

Ca.~enteriaf' Santa 'nlez, Gusdalupe~ Los Alamoa, :Compoo,. MOXlteo1to, 

Santa Maria (all in Santa Barbara Cotlnty) and eJ.eo· an independent· 

toll service conneoting these oonmn:ra:tt1es and in 8d.d.1 tiOD 'OOnXleot-

. ing toll service with the Paoifio Telephone and Telegraph .Compan:r 

and with the United States LongD18tsnoe Telephone arid Telegraph. " 

• I'· 

There ... '~S', now outstand1llg eom:non stock to _ the par value :,.','. 

of $80,.500 and preferred stock to the par value ot $350,000 -_ 

a total par value ot $430,500. The Pacific Telephone an.d Telegraph ' 

Compan7 o\V,Os Applieantrs preferred stook to the par value o~ 

2-70,,000. ?1rst mortgage 5 :pel%" cent bonds are outsta:lding.to· 

the 1!aoe value of $396.500. 

Theae :faots of the cOXlsol1d.s.tioXl appear to be of import-

s:loe sinoe. in m:y op1nion~ the gen,eral prixlciples laid down 11:; 

the COmmiesion in its deoisions in t~e oonsolidation prooeeding eh 

sho"Cld be oonsidered in this proceeding. 

Applio@t. s1:ooe orgsn1zatioXl.b.as met:fixed.ohargoe 

but has not paid sn~ diVidends on pre~er:t'ed or common 3tock~, There 
,1 , . 

',. :I,i ," ,. 
was accumo.le:ted oorporate surplus unappropriated on Deoom~:':::.31,·".·' 

1919 7 to the amO'Ol'lt ot $11 7 046 .. 27 .. "", " 
" I"'," .. , 

.' , 

(1} Investment and Valuation -
, 

"J 

p." ")1.~ ", 

The:f1:x:ed capital represeDting the property ot th1t'J , 
" l"'· 
I;, '1"'1' 

1Io'~·' ., 

Compa:c7 stands on the CompSl:l:;fs book3 (aocording to the ar~Il".ll.!:r:', 
, ,·~r'/ .. Ii: ~.~"I . ,.~ . 

• ",' 'I' 

! 
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report tiled with the Cornm1soion tor, the year .,. ending December 
,~ , '. 

Sl. 1919.) at $818.535.95. ~1$ smn. :t.t developed a,t, tb.e hea.:r:-
, , 

ing. does not represent ei ther the ve.l"O.a.t1on :figure fO'Qlld by 

the Com:peny's engineex-s or the figure f,o'tlnd. by theCoxnm~:as1on' s 
. " . 

engineers \,hen the ¢one:011dat1on took' e:f::teet. It represents 
- "-' .. I" " 

ra.ther the purcl:.aee prioe., ~greedupon by t.he coml'~·s:t: .. , the 

time of consolida.tion plus the net additions and betterments 
, ' 

since that time. 
, . . , 

A valuation was filed b~ 'tJ?o Compe.:oy at the, he~:tng . ',' . 

in these proceed.ings as o:! August 3l. 1.919'. shovr.Lnga. t.otal 
. ~., , . . . . . 

tigure of $'7'Z2:~289.a9 •. This 'fi~e !V'o.$.'re~ehed.· by ts.k1ns the 
'.. . - ",'.'. 

Comm1ss1on r s Eng1neering :Oe:pe.rtmen t' $ vnl~ t.ion 1,n the eO%lsol:t;... 

dation :p:r:oeee~nss as ~t Jw1e 30~ 1915~ (x-epr6duet1on cost le~~:. 
"Ir.,", • I 

deprec1o.t1on} and. adding thereto. und.eprec1e.ted~ add.ition8 and ,', , 

betterm~te and then d~ducting ~tirementsto A~et Zl. 1919~ 
• f • • ." .." • •• ' • I " 

!:b.e 1n'Ve~cnt. :tigue in. the 8:l:C:C,al .rep~rt t>: . as aleo. the vs.l~ 
I' ~ -

tion'!iguresreferred to, includes ~ eerta1n amount of dupl1~ 
, .. " ~ . . . 

'I" , 

es.te property resulting from the eoneol1da.t1o:c..· There 1s not 
. , 

, ... 
It appoare fl"om the .record tllat,' So por-

tion ofth1s'du:;11eate property hae been l'et1redby the cciD.pe.ny'· 
, . 

since the date of consolidation o:t' excluded :!:t'om the valUti.t:Lon 

s.ubm1 t~d by the Compa.l:Y in this p%oeeed:tng~ . It 1.8 "s.p;p~ent. 

however. that the greater portion of, the' duplicate- plsnt, is still 
. .' ' ..... 

in existence and included. in the investment and valuation ':!1ga%ee. 
, -, .r 

In order to reaoh an aPl':t'o%1ma.t1on of what shoUld-be 
, • ' ~ ..... • .• , . .: , • , ... , >, 

considored a normal valuation ~iguro. fo:t' a plant of tAis. k1:c.d~ 
, ' , 

parties to- these proceed.ings and referred to above. con'ta1nea. 
, , . 

veJ.us.t1on, e-st1ms. te one. station 'bas.is. On thie bss1e,.'the value 
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of the reprod'llCt1on cost o~. this :9roperty u:c.l1epree1ated 'Would· 

came, to approximately $~42.000. 

~e C.ommiesion? s engineer. ~tr.· Johns. ~lso eatimc. tee 

that the condit,ion. of thi:; pro:gerty is the, equivalent ot a. "10 

per cent c'o:t:tdition of its reproduction cost undepreciate-d on the 
+ ' • • , 

" .. , 

station 'be.sis. which would correspond. to' a. depreciatedvtJJ:Il.o o'! 

$520'000. .. .. 
These eat1m8.tes pe:r:om1 t o'! an .s.pprox1.mat,io-n of the 

&mount of duplicate property. '!!his amount 'Would 'be approxi-
,. . 

ms.tel,. the difference between the reproduetion cost on the 
.' 

station basis. and the investment and veJ.ua.tion figures othormse 

available in this~~oeeod1n8~ 

In this matter ot d~licate property the Commission 
. ~. . - . 

in decision No •. Z~47' . says: 
..' . 

Tr!n' pass:tng on: the .sm~ t ofseeui tie s which 
~ta Barbara Comp~ ~r¢ason~bl~ be autaor1zed' 
to issue' ':tor, the, properties which it 113. to e.equ1re. 
conSideration must e.lso, be·g1ven.to: the ,fact that. 
a conSiderable ~ou:c.t of'dupl1cat1on exists1n the 
propert~ee,whieh are to, be s.e,~uired. pe.:rt,1culaX'1Y' 
in the matter, of poles .. ' 1'1.b.1le pet,1 tiol1eX"s ':r~ort 
the;t ~he propert~ of' C1t~ Company 'and of Count:y. 
Com:9ll.~ which' will 'be rendo:red inoperative by rea-
son of, the" eonso11d.a.t10n As.sA struetural ve.lu&"of: 
onl~ $&.554.38 .. With e. net sa.lvage-value o~ $1.4as~46· .. 
and. th$t _ the prcpert;r of P'a.e1f1c Comps.ny :which is, not 
t¢ be aold~ exclusive of toll l:tnes. has a. "'etructttral 
value'" of only $15,.083,.91. the test1mo~ in this, pro-. 
eeed:tng as, we-ll as a ca.sus.l 1nspeet1on of' the ex1st-
ingpropert1Ets- in the 01 ty of Santa. J3e.r'bo.rs. shows 
elearly ths.t ther·e .is e. much JA:rger smO'tlXl.to:£' duplica-
tion in the.propert1es to, be acquired 'by Santa :Barbara 
Com:ps.:c.y: ·tha:a. these figures would indieate. In ~aet~ 
tlle total duplication reported. by petitioners tmder' 
the head o~ poles'., would S'eem· to- be' onls an· item, 0'1 
$133.,-79' in the C&r:Pente:ri~,e%cha.nge';' ?otitione:r~B 
own te.stimo:rlY that it expects 'as soon .as possible to. 
remove. the dUl'11eete. poles fr·om the· ,st1"eeta.. of' Sent&. 
Barbara. and the other towns' s.ffeeted~ shows. clear·l,-
the·resJ. situation •. !nother words. if a single' tele;.. 
phone system were being 1nstalledto do, the work which 
is now be-1ng done 'by the systems. o,fthe tbree eXisting. 
telephone companies. s. ver'7 material saving 1n the: 'n=ber 
and cost. of :pcl.es as 71ell .. ~ certa.1n ot:b.er 1 tems', of , 
property v/ottld unquestionably ,'be made., 7fe cannot; agroe 
tllat inde:term1:c.1ng the amount 0,-£ se,cur1t1es which shall 
be ~uthorizedp the. amount Should 'be issued against th~' 

/'.,' 
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"~tl'"'llctiirsl value ot the combined. :p:ropertiee ot 
,:Paeit1c' Comp&ly, 01 ty OO~8DY sod. CO'tmty Compsnyo, 
wi "t.b.out re:ferenee to exiet1ng dtI;Pl1c'st:totl o;f 'Pro-
perty_ I:f 108soa sr13e :from this s1tust10~. tha7 
sb.ould.be' bOrDe 'by the utili 't1e!~ w.b.ich have created 
the d.'t'Lp~icati~n StJd :aot by the public.'" . , 

The oonolusion ot the COtlml.SeiOll tha,t loeeee Sri~111g 

:from dup11cst1oIl otplsnt in oonsolidated p:ropertiee sho~dtlot . ". 
'" 

be entirely sad. per.DaX'J.ently borne by the publio. s!),Peareto me 

30'Clld.. The amortization' o:f such propert;r ina rea.sonable ,time ' 

ottt.o:!! eal"tl1nge appears to be the beet end moe't logical way to 

el1:!linate dup11c$.te plant and 3ue.b.abnormsl ol»rat1ng expense$ s.e 
, . 

reeult trom dup'lieate plElZlt. 

It S6eme deeirable tb.at the arno'a.tlt o:t d.uplicate 1'ro-

pe~tY' lese its ~slvage 'Vslue ~b.ould be SSlCEt:T:te.1ned by ap~licSDt 

and. by the Comrn1ss10n f e engineers and. tbat the amotlnt eo' jointly 

e.scertei%1ed., amortized over s l'er1od. ot years, should be written 

ott al'pliee.D.'~ teo,spital SCOO'Cll t. Arrangemen ~ e'b,o'O.ldbe made. b:r 
. 

a.pplicant to remove wi t.b.1D s gZ:ven time suoh dup11e.st.e !'lant as 

iDcreaaea operat1ng snd maintexl.snee expenses. 

(2) Revenue 8IldExpe:nee~-

A:pp-li cant hae submi tted to the! CoIcmiseion' i te: rever.ra,. 

iXlg tb.e period :from September 1,. 1919" to August 3J., 1920. The 

COm:n1esion' a anginee:r1ngdepisrtment has also lIl8de Sn eet:tmate :f()r 

the YEt-ar e:c.d.1ng Augt»; t 31, 1920. 

I 
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· . 

Thoro is a c04$i~Grable variation botweon the 
cstil:lates tor' 1919-1920 mado by applicao.t aJld. by ,the C'orDLlis-

I 

zion's e.c.gil1oe::i..o.g dopart:c.o.tlt. Tho o.o.ginooring <io:?~tlllentrs 

ozti:.a.to of rovenuo ('basod. or :preSGAt r.a.tes) is a.bout 7 per 

co.:::t higher tA$..ll !l.p:91ic£lJ:lt '.s,_ whilo· the· estimate-o:!! expoAsoc 

is a~oout l6 POl' cont1owor.. ~oro is also a largod,1:t't:oro.c.ee 

in tho ostiI:lS.tod doprecie.tio.c. alJ.o'wa.c.co, til.o applicant ask-

ing tor $58 .. 000 a.lld tho ·onginGOr1.ce d.opartment ostiltati.l:lg' 

1~Zl;OOO. ·I e.tl satiS:!ioe. tha.t· the revonuo osti:r.ato:g of our 

onginoer ~o more .c.o~ly corroct than those submitted ~y 
applica..c.t.. It ..... ould. 00,01:., i.e. tact, i'rot:. tJlo actual revv.o.ue 

, . 
:!!igtlres for' the period :!:r 0: Septom'bor, 1919,. to ta.o proso.o.t 

date that t1:.o o.og1.c.ocr1ng d.opar't:otlt r Z est1.-:.e.to 12 eOASOrVs.-

tive. 

-7-
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a..nd. del'rociction figures tlre ast1m.atecl after I:l$.kiD..g propo::' 

S'ogregatiOA 'bowe-or.. ca:pite.l ELo.o. oper$.1,,"i.1l3 acc'oll.C.ts e..c.d. 

rorWt1ng correc"~iona tor zilch ~bnorce.l oO.1la.it iC!J:s a.z OX1et . . 
be reaS'o~ of doferred maintenance' and unusual' o~¢r~ti~ 

expensos reeult1ng :l!ro: the onstance ot duplicate. pro:9o~'t7. 
It ca~ot be oxpocted that this ~roporty ~i~h~ tho llO~ 

. year or two Will 'bo ablo to oporate \'1ith w1:.a.:t :::light be 

C oAsidorea. e. norr:al t1ai.a.'tono...O:ce a.ad depro:cia:~ioA oX',PO!lZo. 

If proper proVizio,Q, is' mado. howevor .. ·as suggezto<i $.'bove, 

for amort1ZCl.t:tOA ot duplica.to property .o.o·t nectle.d iA' the 

service .. opera'tiAgexpOAS'O's Will then tend. to O<lCO%:.<f 

Tho. ito: of d.epr·oeia:~1on is eetima.tod by tho. 

ollsi.:loe.ri~ dop::tr'ta::lC.:l"" O)l tho bac:te or d.ota1lod ~l"S'ac 

::ado in co.c.o.cct1o.o. with otller telep:l:lono.properties"1!t 

tl:l1s' S'tato. I wn sceo!iti.llF~ tb.is doprecio..tioA oS''t:t.t:c.te; 

for the- roason, $.t10Ag othors, "~hst t'h:tz d.oproei~.!"'ciO.a. 

C,.cJlUity 0.0. Co 0 per cont ZitJ.ki!lg ~tz.nd ."oa:::ts will ret:tre 

tho ent,i:re property- a.co~ima:tod. QrJ..'tho· &~a't1oJi oas1.s. ' . 

val'c.a'tiO!l. of :~7~Z"OOO.OO i.'o. 1,* years; 0.0. a. 5 ;per cent 

sitlki.c.g ftulcl o$.S1e i.o. l~'" :?,oarc. 

( Z) 

TAO setting &.:!:ido tlArluaUy ot a.o. adequate Q.opreci&-

"~:i.on t'Clld. SAd tAe 1=lrope:: illlJ:ld.li.ag o-f such a. fund. 1c o"r great· 
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anoe to this ¢omp~and t~ the telephone 8ubsor1bera on this 
. .' ,.. 

system. ~s is eS1'6c1a.lly true in this case bGcauseo:r the 

abnormally large maintenanoe expenditures requirod'br reason 
of ,the ex1e.t1ng duplicate pla.nt and the a.co'CIllulated.deferrod 
ma1ntenanee. !!:he applicant, s1nce reorgaJ:l1za.t1on, a.eeord.~ng 

to tho annual' reports filed with the Oomm13s1on~' Shows ohargo8 
to deprecia.tion of.plant and equ1pment'as :rollows: 

1916'. 
1917 
1918. 
1919 

· . . . . .. . . . . . · ..... $ 600.00 
." . . . . . . . . . . • • • • • ~3i" ~30.06·: · '. ... . ., . . . . . . • ••••• 21"150, .. 6-9 · ......... " .. • • • •• .36. 277~79: .' 

$§"'1 . ~.44,:' 

Accord-1ng to the general ba.lance 'sheet, ,the reserve 

for acorued depreoiation on Decemoer 31. 1919, amount,ed to' 

$49.89l.92. It s.:ppetlors, therefore, and this is '001'%1.$' out by 

the annual reports, that 'during the period o£the reorganized . " 

company's eXistence. re~1rements and other chargea to the depre-

o1s;t.10n,' tunC!: hs:ve smounted to, $47. 7,06 ~52 (the di~fereneeb·etwee~ 
'" 

tho total sot aside for the rears ot 19l&. 19177 ' 1915 and 1919 
• 4 , • 

end $49~la9"91.). an average of $15.'722..00 per anntrm .. . . 
All 'other maintenanoe exponseg and replaoement oosts 

during that period were oharged to ms.illtel:lSllce as ord1Xl8.rY oper-

a.ting expenses. 

The basis of: deprecia.tion ohs.rges in applioant ~'8 1aat 

annual report 1e given as follows~ 
TT:Purely an a.rbitrary figure. 

~ount oredited to above acoount 
during 1919 represents that, ~ort1on 
of 8&l'ningS a.va.ilable after p~ng 
opera. ting eXJienses." 

" 
I oonsider such s. polioy in the trea.tment o'!' the 

depreciation fund unsound. It is the Comm1ss10nr spurpo80 to 

fiX such rates as will allow this public, utility, 'as allothora. 

adeq'tlate op~:ra.t1ng expellS~St a reasons.ble allowance fordopre-
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ciation and a. fair return. if' the cond.1t1ons a.re such that a 

~ir return is possible oonsidering ,the natureo!" the 86%"71oe. 

In the rates set up tor th1s utility all three o~ thaa&:ttems: 

ha.ve reoeived proper cons1d..eration. It is apparent that operat-

. i:o.g expenses, including, as they do, compenss.t1on foramploY'eea 

and oost:S of labor and material, are 8. first charge on all inoome 

and must; oome ahead of' all other chargee. Next in order ',are, taxea. 

!Ole setting a.side 01: the d.epreoiat1on axm.u1tY' must· follow immed-

1a.tel:v a.fter,these two prior items, and in the very ns.ture "of th1nsr 

JXa8t oome ahead. of fixed oha.rgea~ dividonds s:a.d others1m1lar. ' 

items. 

The a.se~pt1on that deprec1at1onmaY' be taken care ot 
• 

out o-! surplus and only at such times and to auah an extent &8, 

in the op1l'l1on o~ the utility, the S'Ilrplua mJJ.'1 parmi t of deduc-

tiOns fOr this purpose, rests upon 8. :f"a.nd.a.mont8J. error. It 18 

in· Violation ofa soundpubl10 utility policy both from the 
.' ' 

standpoint of permanent good to tAe publi0 ut1l1t~'owner and 

to the public utility COllEmmer. as indios.ted by the J?u.blio 

Utilities Aot~ ~ Seotion 49 which reads in part &8 follows: 

" ••••• tho Commiss1on may~ from t1me to time, 
asoerta1n and dete~e $nd by order ~ixthe proper 
and ade~te rates of depreciation o~ the several 
classes of propert:1 of each pu'D11e utilitY'_ Eaoh 
publio utility shall eo~orm its deprec1st1on ao-
oounts to' the ra.tes so aeoert(-.l.1ned, detem.1neda.nd . 
f1Xed, and Shall set aside the money so provided for 

, -10-



~out ot earnings and oarry ~ha eame 1n a deprac1atLon 
t'Clld &ld expand such ttlJld onlY' :to r ~uob. p'tl.:l:"po:~e and 
-onder ~uoh rul st\ and regulations both as to orig1J1s1 
eXl'enditure snd subsequent rO:9lacement as the Comm1$:- ' 
eioXl may'prescribe .. The inoo:ce trom·iXlvestmcnts ot 
mOlleye in ~uoh :t'Wld. eball likewiS: e bo carried 1xl: s uoh 
tund." ", 

T.b.e question 18 o;! much' 1mpor'talloe to the telephone 

usors and rate payereo:t this utilitY'. ! am $stistied that,good 
, . . 

servioo osmlot be per.:lSlletttlY' ma1ntaixu~d tIJllees an scttlS1'depre-

eiation ~d ie oreated and proporl~3dmi:c.istered .. Themsin po1:c.t .. , 
ie not whether the a:c:nusl payment into the :f'and as eeti:oated,,'by 

our 8llgineering department is axsctl~ correct or whether it ie too 

bigh or too low. As a matter o:t ::fset, the smo'tmt fixed. must 'be in 
.. 

the Dature o:t Sll estimate and will be s'Ilbj eot to oorreo~ione 1n t.be 

:future as the :tacte which should goy-ern are moxe de:finitely asoer-

tained. :But it is: o:t prime 1mporte:ace tbst w.b8.tever smO'QX1t i$ aet 

aside be held strictly :for t.be ptl.l'po~es torw.b.io.b. it is 1%ltellded alld 

be sdm1D1~tered in soeordallee With proper rules under the oontrol o:t 

t~13 COmmission. 

Ireoommand, there:fore, that tile applioant set sside, as 

s trus-t :tU%l.d, in monthly 1ns'tallments. o:t $2~ 750" a depreoiation ta.nd 
ot $33.000 par annum t¢ be used. o:i:ll~ :for pUl'poses o:t 1llS't2ring asai:net 

deprec1stion end under rules to be approved by the Commission. The 

applicant should:. submit to the Commission 3''Iloh rc.les gover.o.1ngth.e 
. .'~ . 

depreciation :tundas it believes Will beat meet ,the requirements~ 

8Ild ·a:tter these rcJ.es have been approved by the COmmissiOn,. 'theY' 

sb.o'tlJ.d. go into immed1ate e:e:eeot. 

(4),Serv1ce-

~.b.&re eeeme to be agreemeo. t on the part o:t "the, repreeen-. 
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tat1vee o! the various communities served b1 appl1eant that the 
matter o~ the cest ~ose1ble service is o~ muoh greater importanoe 

, ' , 

With the telepho~e subscriber than the matter o~ the lowest poa-' 

sible rates. Mr. c. L. ~rG1sker, representing the City of Santa 

Mar1a. :put this view in this way: 

":ha one thing we are part1cul&rly interested 
in is,the service. ;/e~,doll't ca.res-bout the price 
so mu¢h. So in the ma.tt~r ,of, rille's a.nd regulatiOns,. 
the thing we are after is to have those very strictly 
and earef'ully draW2l and made so th.o.t theys.re almost 
automatic in tha.t the comp~ must g1 va ue service·. 
We will P8lF the price. We don't obj~ct to tMt. 
In fact. we recognize that a. good. ~:r1cG has, to be 
:paid 1n ordGr to enable them'to give us service,"" 

And. s:pea.k1ng ot thors.te base, :r.z:r.::?:re1sker continues: 

ttIn other, words, it it is So quee.t1onof a. 
certa1n~1gure 'RAether to allow them So little bit 
more or s,' littlo bit less, we would rather you 
would a.J.low them a l1ttle bit more so that we em 
eOtl6 a.t them s.trong when 1t comes to serv1ce.,tt 

~he v1ew in theseeo~t1es does not differ from 

the view of the telephone users 1nt:b.e rest o,f the sta.t~ and I 
, .. 

am in agreoment that adequate and efficient servioe is o:f' !:lara.-: 

motUlt importanoe. 
,~:b.e' a:pplicant, in c'o:c.neot1on w 1 th 'this proceeding., 
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-hae eubm1~ted to the Co~eeion ite tentnt1ve ~uggest1one to~ 

rttle~ and regulat1o:c.e.. Tflhe:c. tb.eee, rulos have been sp:oroved. by 

the COmm1se ion. th~re will be incorporated with them e~eh prov1-, 
. . 

~iOll8 ~or good service as itma:y- be pOSsible to, formulate.' It is 

the in'tent1on ot the COmmi3e-.t.on to give psrtie'Olar at~ent;ton to 

$erv1ce standards' itl the :future aDd to promulgate ru:Lee to,that· 

end whe:c.evor it soeme desirable to. do ~o .• 
• 

It is apparent that Otlsp,lieant' ~ syetem tl:e re 1e 

d13er1m1:oat1on in :favor ot ce::-ta1n cOJ:lDl'llll1t1.&.s whero eo-.caJ.:Ia.4. 

f::-ee ~witch1ng is al1ow~d. as agsiDet tho~e paying the eame rates 

:for eimilar ~ervice where free switcbing pr1viJEges are :o~t giyen .. 

The. objections to tb.i~ practice are d1ec'll3'sed qUite fully ~:o. thie 

Comm1seion's dec~sio;a No. 53l4. deal1:og with the eODsol1dat10Il.of 
, . 

the telephoD,e p:ropert1es 1:0 Orange. CO'Ollty.. In that. deCision the-

COIm:liss10n reached t.b.e co;aol'O!' :tODS that betwee:c logical exc.b.s.xlge 

areas eo-called. :free ew1tehiIrg1s a b·sd pract1'ce a:od s·ho'C.ld be 

'", 

s. 'bo lie hed and that proper logic al exchange sreae wi thin 'certa1n 

eOrmnt2Il1ties (not neceeeSr11yconf1n.ed,w1thi:o !,olit1oal 'boUZld.ar1e~) 

should be establ1e'.b.ed. Theeo 0 onol 'U:oio:QS' s.b.o'llld"oo adhered to in 

tb.1 ~ p l'O eeedillg. 

The fact ap!,El'ars to bo estsbliehed that the com:ru:aity' 

ill tereet betwe'en Santa Barbsra. 8Xld Montee1 to is e uob: t.cs t· it will 

be to the greater. beDe:f1t ot the eerv1ce 1:! thee.e two tOWDS a.re in-

cluded in the· eame'logic£l.l exC'b.enge ares. 

Art regards,. Carp1:o ter1a... Coleta a:Je. Santa Be.rb3r.!l, the con-

di't'lone are cateria11y d1:f:forent c.Ild the COlllm'OJ:lity inte'rest between 

theee ~'N%I:e is not such ee' to require the1rinelusioll 1:0 .o:c.~ ex-

change area. I recomme~d that. local exc.b.snge rates be oetsbl1ehed 

:for CSrpinteria and G-01eta a:od proper to 11 rate~ be ch8rged :for 

iDtereommun~at1o:c. 'bet'Nec:otheee tv/o eommUZli ties and between' them 
1l:c.Q. SSXlta :Barbara. 
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(5) Rate~-
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.. ," 

.. 

. . 

• 

-

The ratos I am recommending ~o tQe Commi$e~on are 'in-
tended to meet the folloWing r&CJ.uf.remen ts: . 

Estimates tor 1920-1921 

1. E2timated annual operating expen~ee and 
taxe~ (not including depreo 1ation) 'based 
on year ending August 31, 1920.. • • • • ~~170 000 

2. ,Deprecia.tion' am::r'O.1ty .. '.. .. • '. '" • • '. • ~. ZZ 000 
3. Wox:k to eomply 'With c.o.aptere 499 a:c.d 600 .. ,. 4: 000 

Total. • .. • .. .. .. .. .. .. • .".. .. • .. • • .. .. • .. ;(;207 000 
4. Estimated. groee revenue tI.Xlder proposed rates:", , 

( a) Exohange and. mie cellaneoue revenue.. • .. ·$250 000 
(b) Toll revenue,. .. .. .. .. .. .. .. .. • .. .. ... 60 000, .. 

'Total • • • • .. • .. .. • • • • .. .. .. • • .. , e, .. .. ,::;290 000 
5. ~t1msted. illoomo • • .. .. • • • .. .. .. .. .. .. • .. .. • • .. ;~ 83 ... , 000, 

OUt of tb.13 eet1mated. inoome, applicant i3 e:r.pee,ted to-

amortltze sa rapid.ly as!'poseible all, oX1.eting dup'licate property 

snd aleo to meet suoh abno:tmal operating a:o.d mamteXlSDce expom:ee 

as reeUlt :trolll the eXistenoe ot d.uplio·e.te pro,pertr. 
, , 

Aseuming that applica.nt would. amortize the duplicate pltmt 

at the rate ot $20.000, as eetimsted above, snd. aeeuming Dormal 

operat1llg oonditions,. it i~ sppare:ct :from the eat-up that, a:tter the 

pay:cent o:f bond intereet there will 'be availabl&. s sttr'plus permi tt1ng . 
the payment ot the preterred etock dividelld ot ope%: cetJ,t: Oll all o:f! 

. 
the $350.000 outetSIldi:ag pre:ferred. 'stook (requiring $21,OqO) and. 

that there will then be available :for the oomo:o etook s bDJ.aneeO:f 

~22.000. , 

It 1~ true tb.a t s portion o:f the net income Will, be 

reqUired :for thellOxt :few years :for the pS7.lDOnt Of abnormal maiD-
, , ' 

'te!l8DCe and. opera:ting eXpenses. 1'h1e condition w:tll, however~ 
'. 

eoil't1nue to exiet o:aly so long a~ the dup11o'ste pla:at, remains 1:0 

e:x:1etenae and. the d.e~ened. ms1:otellSIlce ~ not. made up,. JiJJ.;' 

.. 
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amortization ot the d~11cate plant at the rate of ~20,OOO per 

annum Will redtl.Ce thiS: abnormal operating expel:lee l'rogre~eive1~ 

each year Slla. will do sway with. itt sJ:!:.ogether in scomparativol,. 

short time ( Gas 1ly w'i thin 5 ~oore). 

:BuSiness 

. 
• 

R~sideDee 
Msi.:rl l'Wo Su'bur- Exten- Ma1n TWo ]'our SUb-ur- i:5Eten-Town ~ Psrtz: 'ban siona _Line !'srt;y; ?arty .. bsn '!ibion'e 

! 

Carpinteria $2.50 $2 •. 00 $3.00 $1.00 $2.00 :~l. 75· $1.50. ~2.50 $1.06 
. G-oleta tT n nIT'" 11 ". " IT 

Gtl8.dalupe " " " " IT " " " ". 

Iros . Alamos IT· ·IT " ". ". IT. " " ". 
IT IT· 

~ 

Santa -Y:c.ez " " " " " "- " " (;.a.vio'ta " " IT " ". ". " " " . 
Los Cruces " 11 ". " " IT " " ". 
Re:fugie " ". " " " IT " IT If 

. ' . .. 
Lompoc- 2.75.2.25 If If 2.25 2.00· 1.75 " " " " " ." " 11 " . Santa Maria . " tT . 

2.50 " " Santa- Barbara 3.50 2.75 "' If " 11 
". " " " " " fI' Montecito " " 

Note 1: All o·:f the above rates are :for wall telo-
phones 'lmless othorwise no:tod. Desk eets are 25, oerl ts 
per month extra tor all classes o:! service •. exoopt 
exte:c e iOllS • 

!~ote 2: Rates :for private 'branoh exchange and :for 
rn1~celJineo~ equipmec:t not 1:o.cl1.l3:.ed in the 1.lbovo 
ta'bles· are to 'be :filed. with the Com:niseion sub'joet to 
its. approval.· 
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In the matter of toll :r8.t~)'s. this App11CtlJ1t. as all 

other companies. in this state'. is at· this time. op&rst1ng 'a:O:der 
the rates established by the Federal Goverment during the pe:r-'. .. . 
:1od of Federsl control. !nits General Order 57. th1s,"Co~ss:ton 

oxtended these rates' 'ttrlti1 further orde!r:s.n~ nntil sucht1me' as . 

the state-Wide telephone investigat10n shall' be di'sposed ,¢'!. I . '. '. 

do, not. :r:ec·ommend. ther·efore. e:tJ:1 change in the toll rates, On' this 
s:vS'tem at. this. time:.. 

~Y reaaonof ·the el1m1Mt:ton of s,ocal1&dfree- sw1t.eh1ng 
-. 

service between c8rp1nter18,. Goleta. andSsnta Ba.rba.ra. t,oll.~te8 

w:tll become e!fee-t1v& for colIllI1tlll1eat1ona, be~we~. these exch.e.nges'~. 

~&ee .ra.tes· ehon.ld not exeeed the lowest :ra.teS for s:tm:tlar serv1~ 

for s1m1lal- d1stsnc~s now in effect uuderoidor No'~: 2'l9'l 'of' the 

J?ostm8S·te::' General. as extended by this -COmmisS1on 1n 'Gene:ralO2:'der 
No. sYl. 

JUdging thcreasoXl8.blenes·s:· and :f'a.1:rneee o'! the p%."Opose-d 

rates fro:nthe· p¢1nt of 'View of -:rates' elsewhere 1n th1~ st&te- fer 
. , '. . . 

telephone-service Simile.r t.o the service. X'endere-d: b:r A:pp11e~t, :tn . 
. , . , , 

the vs.:r1ous eommuni ties eons1dered. in this,op1n1():l. 1 t W:tll 'be :found . . 

as a fact. that thoy. are stX"1etly eom:parable- and tha.t the:r:ei8 no 

diserimina.tion in 8:fJY sense- aga.inst the subsoribers Ol'lth1e: s:vetem. 

(5) :Rules' and Regulations. and himS R8;t-& ~eas., 

It is m'1'suggest1on to the Coxmn1ssio'n that the p:r:eaent 

rules and :regula.tions as cont1nued in effect b:rthe Comm1881o.n 1n 

General Order No. 57st:tll.eont1n'lle e:ffect1~e 'antils'Ilch time 88'S. 

decision is rendered in th& state-W1d~ tel~hone cases. . . "" 

Neither doI 'believe that .trAY ehange should' be made. at 

this t.1me in the.pr1m.s.17 ·ra.te a.:r:eaa·.8.s at -preSent established. 
", .' , . 

I recommend tJlo- follow1ng form of' order: 

. " .. 
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ORDER 
--~~--

SAlt~A BA...'P..BAP.A ~?RONE CO~ANY having spplied. to 

.. the Commission tor an Order establis bing 1ncre.a~ed. rates a;nd 

asking tor approvai ot i te propos ed. rules 8Ddrsgu.latioIlS; 8 
' . 

. hearing bavillg been held.· the mntter having been s'Q.bmitted. aDd. 

the COmmi3sion basing i't$ c'onol'C81ons on the :foregoing opinion 

and :finding 80S a faot· that the rates s'Q.t.b.orized and. the ohsees 
' I.,. 

o~ ~ervioe suggested. in ~ie opinion are jue~ end reasonabl~: 

COmmission W11h~ tb1rt,y days of the date of tb.~ o~der 8 schedule 
, , 

ot ra.tee and SE!rv1ces as outlined in the ',:foregoing opinion'. 

Upon sppX:-0valby the Commies 10:0 ot the schedule- e '~o filod. appli-

cant is s:tl.thonzed, to put these rates into e:ffect eu'bj eo,t. to- tl:.e , .. 
tOllow1%lg eond,1t1on,s: 

(1) Adequate and ett1c1ent telphoXle service, e'hslloe 

rendered at all times tor sll Clssses ot servioe. 

(2) Applica.nte.b.all eet aeide 1llto a depreoiat1on tund 

the sum ot $33 9 000 per annum in monthly 1:os tallmell te of $2,.750 

:for too p'Q.:rpoe~ ot ~k1ng oare ot suc.b. renewals snd :;replaoements 

ae ~ball be covered by t.b.0 :ftuld. A~.plicante.ball :tile: With. t~ , 

COl%!missio:o. wi thin thirtY' ,days 0:1: tile da.t~ o~ t-~ ol'der 1 ~ 

~uggeetiOlls :tor rule~ goveming tho :functions mld ueo ot. the d.e-

preoiation t'OJ'ld and these r'OJ.ee shall tb.ereaf'ter go into ettect 

as approved or !Ilod1:ti ed, bY' the Cormn1saion·. 

(3) . .Applice.nte hall arrange :for the amort1zatio:c out 

o:t·net earn1n~ and tor the e11minat1on o:f snoh duplioate 

propertY' as is :tn I3xistenoe at the t1me and' ss should be die-

-17-



;, 

" 

pensedwith to the ben~1t of the service and sha.ll within thin7 
.1, 

daya of the date of th1~ order ~bmit to' the Oomm1es1on its sUS~ 

geat10ns for 8. plan'o~ bringing ~bout ~ch amortization and 

el1m1nat1on within a specified t1me. 

~e foregoing opillion s.nc1 order are hereby approved 

and. ordered. filed a.s the opinion 8Jld order. of the :aa.tlroad 

Commission of' the State of Ca.l1:forn1a.. . 
~ 

Dated. at San Fr~nc1soo. CsJ.1tor.rl1a. this ~, deY' 
, ~-<..v 

ot" r p,t;: 1920. 
~ . 

,D·" ." 
~, (J).~, , ,," _," I '. ' 

,. 

Commissioners' " . 
' .. 

",'" ," 
. .it l 'f 


