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Telegr~!>h Company, and .. 

Ernest Ir.vin 
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./ Jess Stephens and. H. Z. Osborne tor City of Los Axlgele:l. 
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Fran.~ w. Cornish" " " "Berkeley. 
W.:I. Locke "" If. " .Alameda. 
w. E. Simpson " " " ":Fresno. 

OPINION 

On November 5, 1915, the Railroad Commission rendered a 

decision, known as DeciSion No. 2879, in the matter of the practice 

of water, gas, electric and telephone utilities requiring depOSits 

before rendering service. case No. 683. The o:t"der in tll,is de"ci sion 

established certa.in rules and regulations whi~ were mad.e applicable 

to the utilities specified, cong whicil. wa.s a. xule known as R'.Ue 14, 

providine, with reference to the cost of disconnecting and reconnect

ing service connections, as follows: 

-2- . ", .... 



wcrnder reasonable, non-discr~nator.Y ruloe and 
regulationB. to be prepared in t:a.e first instance by 
the utility, subject to review by the Railroad Co~s-
3ion, a water, gas, electric or telephone utility may 
provid.e th.::l.t the co st o:t discox:t:::lectiDg and recoDnecti::tg 
service co~ections may be (1) Char~ed direct~ to 'the 
new or the resuming consumer; or (2~ distr1buted. over 
the periOdic payment3 ove:- a. rea.sonable penod ot time; 
or (3) merged in tae general operating expenses. The 
30-c~le~ 'cancellation charges' of water, gas. electric 
and. telephone utilities are hereby a.boliahed." 

In compliance with the requirement of Decision No. 2879, 

tha.t the utilities specified therein 8hould revise and re1"i1e the. 

rules and regula.tions a.t the. time on file, if inconsistent with the 

rules and regulations tAerein ostablishe~ the telephone utilities 

of this state quite genera.lly adopted and tiled a. ruJ.e, c.l.so known 

as Rule 14, providing as :tollows: 

"A charge 01" $3. 50 3ha.ll be made to all a.ppl :lcants 
for the esta.b1isbment ot ser7ice, provided tha.t nc charge 
shall be made applicants who sign for service to b~ ren
dered 'by the use of telephone instrucents as then in p~ce. 
It a charge of $3.50 has 'been made for the establisbment 
of service, and service is continued at the s~e address 
for twelve :lOnths, this amount, without interest p shall 
tb.e:l be returned to the ~ubscriber. 

"A c~arge of $1.00 will be :ade tor restoration of 
service when service has been tem,orarily disconnected 
on acco~t of non-p~ent, subscriber's temporar,y absence, 
or tor any other reason for whicn tAe subscriber is re
s~onsible, except a chznge in class of eervice or loca
tion of £~cilit1es." 

It is to be noted that while Rule 14, as established by 

DeciSion No. 2879, reters to the cost of disconnecting and recon

necting service connections, Rule 14, as adopted and filed by tele

phone utilit1es p is made applicable to all a~plic~ts tor ~e es

tablishment of service exce~t tAose ~ing application tor service 

to be rendered 'by the use of telephone instruments as then in place, 

thus :providing a charge for ~e establisbment of service in those 

cases in whi~ disconnection and reconnection is not at once 1n-

volved. This is for the re~son, principally. that in making 1n-

stalla.tions of tel~honea 'not 0:Uy is it the exc~tion that an in

stallation is =ada by the reeonnection of So service connection 
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previously disconnected, even though the installation may be made 

in a premise in which there ha~ been service previously, but even 

an initial installation, which evontually will involve a d1cconnoc

tion also, involves a cost properly !alli~ W1~in ~e provisions 

of the rule established by the COmmission. 

It i3 to be noted also t:a.a.t in the r.ue tiled 'by the 

utilities under the provision3 of this decision, it is provided 

that no cilarge shall be :na.de a.pplicants for whom service is to be 

provided oy the use of telephone instrutlents as then in place a.nd, 

in those' cases in whiCh the eaarge is applicable, it is made ret~

able if service ie cont!nued at the same address for twelve months. 

Thic ~le ha.d the eftect of de~ing the utility the rioAt to col

lect a. disconnection or reconneetion charge if the service applied 

for could be provided by an existing :tnstallation, thus requiring 

the utility to earr,y the cost un'er operating expense; of re~ir1ng 

the utility to return the cnarge to the subscriber after eonti~ce 

or service for twelve months, tAus also requ1ri~ that tAe cost 'be 

carried under operating expense, and of per.m1tting tAe utility to 

. place the cost upon tAe ~~bscriber incurring the expense it the serv

ice were of shorter duration than one year. 

This rule continued in effect until nullified during Fed

eral control and was again ordered restored at the termination of 

Federal co~trol by General Order No. 57 of the Railroad Commission. 

In this a~plication, seventeen ot the principal telephone 

utilities of the Sttlote have joined in a.sking the COl:lmission for a. 

modification of Genera.l Order No. 57 in so far as it relates to these 

Charges, therein referred to as service conneetion ~rges and in

stallation eharges. What is desired by petitioners is an order 

permi tt1ng them to collect and per:nanently retain tile following 

charges: 
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B. -

A charge of $3.50 for eaCh of the following listed 
units of facilities upon application for instal1a~ 
tion: 

~, .n~~vlGual or ~arty line gefVies, 
ea.cll sto.t ion, 

~. Ea~ exten5ion station, 

(a) 

(b) 

Each t r..mk line to 
the central o~~1ce, 

Each st.::t.tion (except 
o'pera.tor sets), 

3.50 

3.50 

A charge of $1.50 tor the esta.blisllmet:.t of service 
by use of inst~entalities in place on subscriber's 
~remises; i~ at subscriber's =e~~est a Change is made 
in location or type of facilities, the ~ges for 
Moves and. C!langes are a.pplicable to the change, pro
vided the total CharGes shall not exceed the enarges 
for the initial establishment of service, a.s speci
fied in Paragraph A. 

1'he service connection charge sba1l be appli cable 
to all service except far.mer line service. 

A cha.rge of $1.00 for rootoration of service "tempor
arily disconnected for non-payment, subscriber's 
tempo:ar.y absence, or for any other reason for WAlen 
the subscriber is responsible except a change in 
class of' service or location of' facilities. 

3ealizillg tiJ.a.t such 0 rder as the CO:crnissioll ma:::r issue in 

this proceeding should be made to apply unifor.mly to all o~ those 

telepbDne utilities now or hereafter filing rules and regulations 

providing for the collection of service connection charges and 1n-

stallation Charges froe applicants for service~ the Commission, on 

June 21, 1920, addressed a. letter to seventy-:ine of the telephone 

utilities of California. whicb. had not joined in this a:pplication 

and which ~d filc~ rules and regulations under Decision No. 2879, 

celling their attention to ~is proceeding and giving an opportunity 

to appear before the CO~iss10n as interested pertiea at the hear

iUSB in this proceeding. "Notices of tne hearings were also given 

to the cities and to the boarde of supervisors of the countiee of 

the Sta.te. Public hea.rings were held in )As .Angeles on July 1, 

1920, and in San FrancisQo on July 13, 1920. .Appea.rances of 
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forty-five attornc.ya and representatives were entered, representing 

thirty-six uti~itie3 and fifteen cities. 

The utili ties take the general view th.a.t there are cer

ta1~ definite e~enses ineurred in all telephone service installa

tions, peculiar to the operation of telephone utilities, which are 

now borne by the utility as a ~a:t of o~eratins expense; that these 

expenses are largely created by the ~ore or less transient use of 

the service; that in the last analysis, if the utility is to be 

allowed r&tea sufficient to yield a reasonable return on investment 

atter meeting its legitimate obligations, the per.manent patron will 

be called u~on to pay a higher rate for service than would be neces

sar.1 if each patron were required to bear the expense created by his 

individua.l dema.nde and that, a.s a. resu:lt of ra:pi<!ly increasing .co sts 

of operation, additional revenues are & vital necessity. 

~he issue presented here is whether rates sufficiently 

high to ca.rry the expense of all service installations, inclucUng 

those for short te~ usage w~iCh are abno~l because ot their fre-

queney, shall be i:lJ>oaed UpO:l all rate :payers, including the more 

or l~ss per.manent users of the service, or whether the expense of 

inst~lation, at least in ~art, by the impo3ition of unifo~ in

stallation charges upon eaeh person requiring an installation, s~ 
• 

be assessed against the individual ineurring the expense .. 

During the yea.r 1918, - this yea.r being t~ten because of 

abnormal conditions existing during the year 1919 &s a result of 

consolidation proceedings and because later figures are not avail

able, - The Pa.cific TelepAone and. Telegrapa. Company throughout· its 

california exchanges reported that in connecting new subscribers to 

its system, taking out tele~ones ordered disconnected from the sys-

tem, disconnecting and reconnecting service for superseding subscri

bers and for subscribers moving to different addresses, completed 
in excess of 200,600 ser~rate and distinct operations while gaining 
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'but 9.600 station.s over what it had at the close of the previous 

yea.r. During the year 19J.9, Souther:l CsJ.i:£'ornia. ~ele:phone Com-

PaIlY. operating in the City ot Los ,A;rlgeles, in the same wa:y com-

:pleted 83,600 transactions while gaining 14,567 stations. In re-

caiving and completing these various classes of orders, it is neces

sary to :perform for ea.ch order and in each department of the com-

PallY's organization req,uired to handle them numerous operations, 

including the following: 

In the Commercial. Depa~!nent i 

Preparation of directory copy. 
Prepa.ra.tion of di!"ectory delivexy routing ca.rd. 
Chec::.dng of daily p=inteci directory addendum. 

In the Plant Department: 

ABsigImlent of conductor pairs. 
posting of Wire cnief's cable records. 
~zigni~ necessar,y equip:ent and posti~ same in 

eq,uip::.ent records. and on wo:t:k orders. 
Prepa=ation of transmitter n'Ulllber pla.tes and switch

boa=d plates .. 
P~viding necessary co~ections in the central office. 
Testing the com,leted 1nBtallat1on to insure proper 

wo rki=c; condition, Dlld recording details of test. 
Posting of plant Department records. 
Reporting essential infor.cation to Traffic Department. 

In the Traffic Depa.rt:tent: 

Cor=ecting equip~ent following oompletion of install
ation by Plant Department. 

Making necessar,y entries in records of infor.cation 
operators. 

Check1~ these records against directory records. 
Prepa.ration and filing of line oardJ office record 

~d ~osting of line and st~tion records. 
c.'teck ing wo rk 0 rder aga.inst va.rious rece rds and t rans

:itting s~e to various departments. 

The o~erations here enucerated are the cbief but not the 

only operations necessar.l for eaCh and every new install~tion o~ 

service and ~.iCht in the operation of other classes of utilities, 

are not perfor.ned in the aoceptance and completion of ordera for 

service connections. Practically the s~e or similar operations, 
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either i~ the same order or in the reverse order, are necessar,y in 

handling orders for discontinuance, supersedures and changes from 

one address to.another. It is necessar,y also that other opera

tions, such o.s are necessary in preparing to !'u:nish service and 

in preparing and maintaining office records for billing purposes, 

similar to those which o~er utilities a.re required to perf'rom, be 

perfor.ned by telep:b.one utilities in handline its various classes of 

orders. :But while it do es not in the least concern a. con8'U%ller of 

water, gas or electricity. whetber his neighbor or his grocer, baker, 

butcher or other ::.ercb.ant or the b~er wit::l whom he ~ transact 

'business is provided with water, gas or electric eurrentfrom tae 

same feeders which sup~ly hi: with these nec'essities, or 'indeed 

whether they require BUch service at all, it is of vi~al concern to 

the user of telephone service, - i~ his service is of a:tly value to 

him, - not only that those witA whom he is required to :nainta.in 

business and other intercourse also have tele:9hone service, but it 

is also of concern to him what feeders provide the means of service, 

and the utility serving h~ =ust constantly ~ntain such equipment 

and other means, highly intric~te in their operation, as will con

stantly make possible intercomcunication witb all other users of 

the service. 

we are of the opinion that in the operation and conduct 

of the telephone industry there are numerous necessar,y transactions 

involved in meeting the d~ds of those desiring telephone service 

installations, eaCh involving a greater or less expense, and whiCh 

are not involved by other classes ot utilities in ~eeting the de-

mands of their patrons. It is, of cou:-se, obvious that if, a tele-

phone co~pany is require~ as it is at present, to carry such ex-

penses as a part of operating expense, the result must be reflected 
in ratee or the cc:'.pany :IIlst bear 5UC!l. loas, it e:t!y, a.a 'CaY result. 

Uneer the provisions o~ the rule sove~ng servico connection 

enarges and installation charges now in effect, i! a ~atron who has 
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paid n service connection Charge t~ils to continue service tor twelve 

months the charge is forfeited to the co~any and to a gre~t extent, 

we 'belleve, both the company a:c.d. the pel'%ll.':l%lent patron is protecte~ 

against excesaive instc.llation expe:loes which I::llIY be created by short 

ter.m usage of service. To the extent, however, if any, that this 

rule does not p=ovide adequ&te protection, the company, as well as 

i te pc.trons who do not crea.te 1.4lU'eo,sona.ble expenses, are j UGtly en

titled to f'u,rther relie!. 

Rule 14 of the COI!'.lmiseion t s Decision No. 2879 p:rovides that 

the cost of disconnecti~g &n<i reco~~ecting service connections may be, 

(1) Charged directly to the new or resuming con-
sumer. 

(2) D:i.atr!buted over tl::.e perioctic payment& over 
a. reo,sonable perio 6. of time, or, 

(3) ~erged in the ge=eral operati~ expenses. 

Petitionerc now ask that they be pe~itted to Charge these e~en8es, 

to the extent set fort~ in the proposed rule. a.s provided in method 

(1) above. 

The effect of granti~ this petition, in addition to per

mitting the utilities to retain per.manently in3tallation Chargee 

which they now are =ec;.uired to =eturn to patrons after one year from 

date of installation, would also pe~t the collection of charges 

not now per.nitted, ns follows: 

'. 
Installation of each extension telephone, 
Instnlletio= of eaCh private branch ex

cha...'"lge t ruIlk 1 inc, 
Each pri",ate oraIlch exchar.ge sta.tion (ex

cept operator,sets), 
Establisl:lx:lent of service 'by us e of instru

mentalities in pl~ce onsuoscrioer's 
pre:dses at ti~e of application for 
se~ice (k=o~ as supe=sedurea), 

$3.50 

3.50 

3.50 

1.50 

The adoption of the proposed charges for private branch 

exc~nge installatio=s would. on the other r~d, abolish the present 

practice of billing subscribers who di:continue service within one 

year tor the actual cost of in3tall~tion. including~all labor and 
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material costs J- and of cllarging the actuo.l cost of moving :private 

'branch exchangec to su'bscri be::-s who move at e.ny time to other lo

cc.tiol:s. 

According to the evidence and to n~~eroua exhibite ~re

sented by the v~rious petit10~ers, the average expense o! 1~stal

lation~ exclusive of costo ~hicA are cnargeable to ca~itel accountJ 

for all classes of insta11~tionc ic ver,y co~siderably in excess of 

the amount ot installation charges for which Co:m::nission approval 

is desired.. These costs v~r,y with the different comp~es from 

$5.00 to $6.50, approxi~tely, for n~ 1nstallationsJ and from 

$2.00 to $2.65, £l,.pp:oxi:l:.s.te1YJ for supersedu'res. 

Except that, in our opinion, ~e charge for instellation 

of extension tele~o~es and for additional private br~ch exc~ge 

etatio~s installed atter the initial installation should not exceed 

$1.50 per station, and upon condition that the Charges heretofore 

exacted for installing and moving private branCh exchange systems 

aAoul~ be abolished, it is our 0~1n10n t~t this petition should 

be granted.. 

It is urged by a few of the s.call oo~pa~iesJ by reason 

of o.pplicatio~s filed with the Co~iseion at or about the time of 

termination of Federal control, seeking authority to retain 1nstn1-

l~tion cnarges and service connection ~rgesJ that such charges 

collected aubsequent to July 31, 1919, were not. collected with the 

astlure.nce of their l'et,'l.:.rIl a.:rter one yee.r, and. that the Coxm::l1Gs10n 

should not -now require that 'th~~ 'be returned. In other ceaes in 

which ccim~anies proceeded after the issuanoe of General Order No. 

57 to issue receiptc calling for the return of these Charges, it 

i8 not urged that those collected between July 31, 1919, acd 

August 1, 1920, be retainec.. 'lJnder the provi13ions of the rules 

and rogulations filed with the Co=:ission by t~ese utilities, res

toration of whiCh is ordered ~der the co~s8iont3 General Order 

No. 57, it is olearly provided that if service is continued at the 
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same ad.dress for twelve months the charge is returnable to the 

DUDacriber and thero i3 no justiticction tor assuming that there 

io any question-as to whether se~ice connection charges and, in

stall~tion chargee ~hi~ have been collected since the ter.mination 

of Fed.eral cor.trol ~re subject to the provisions of-those rules and 

regulatio~ unless otherwise ordered. by this Co~ission. In those 

casep, however, in whiCh ~e utilities, by reason of applications 

at the time ,ending before the Co~ission, ~roceeded in good"fa1th 

to issue recei,ts not GUaranteei~ return after twelve ~nths, we 

are dispoeed. to reco::unend that they be per.ci tted, if they so desire, 

to retain the Ch~rges so collecte~. We are also of the opinion 

th~t the order herein should apply to ell telephone utilities oper

ating within this State and furniShing the olasses ot service as to 

which tne charges herein provided for are designed. to apply. 

The following order is reoo~ended. 

ORDER 

APplica~ion. ~z entitle~ in tAe preceding Opinion, having 

been filed with the Eailroad Co~iseion aaking for an order modify

ing General Order No. 57, heretofore issued by this Commission on 

August 1, 1919, in 50 far as said General Order relates to petition

ers' :rules and regulations Q.:pperttining to the returr. ot servioe 

conneotion o~rgeo ~~d 1n$tall~tion ~rge5· to subscribers and pa

trons of eaid petitioners, ~nd aSking for authority to ~1le and 

:ake ef~cctive a revised ~c ectablishing the servioe oonneotion 

~rges and in8t~lation cnarges ~s set forth in the preoeding 

Opinion, public hearings having been held, the matter having been 

subcitted and being now rea~ for deOision, 

IT IS H:EREBY ORDEP.ED that all tele,hone utilities oper

ating within the State of California and furn1shiDg the cla.sses of 

telephone servioe as to whiCh the oharges herein provided for are 

designed to becol:le applioable, be and they nre hereby a.uthorized. 
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to file with the Col'l:tlUsa1on within thirty (30) days of the d.e.te 

o~ this Order a. revised rule estab11sbiIlg and maki:cg effective on 

a.nd after August 1, 1920, a schedule of cila.rges as set forth and 

as ::lOdified in the Opinion :preceding this Ordor. 

The foregoing Opix:.ion and Order a.re hereby approved and 

ordered f'iled as the Opinion ~d Order of the Bailroad Co:c::m1ssion 

of the State of' California. 

J)s.ted at San Francisco, caJ.if'o mia., this t't ,,--day of 

September, 1920. 
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