Decision No. P {4/_(9

BIFOFE THEE RAILROAD COMIISSION OF THE STATE 0F CALIFORNIA

In the Matter of tae Applicatio“ of

Home Telephone Compaxny of Covizna,

Ios Gatos Telephone Company,

lonrovia Telephone & Telegrapn Company,

Nevada, Celifornia & Oregon Telegraph
& Telephone Company,

Ontario & Upland Teledkone Coxpany,

Pomona Valley Telephone & Telegraph
Unien,

Roseville Telephone Company,

Sacrazento Valley Telephone Company,

Santa Barbara Telephone Company,

Santa lonica Bay Home Telephoxne Company,

Soutcern Colifornia Telephone Company,

Southwestern Home Telepiaone Company, .

The Home Telephone & Telegrapa Company Application Xo.5767.
of Pasadens,

The Pacific Telephone & Telegrayh Coxpany,

- The Tulare Home Telephone & Telegraph
Company,

TUnion Home Telephone & Telegraph Corpor-
ation,

Taittier Eome Telephone & Telegraph Conme-

pany,
for an order modifying General Crder No.57.

wright for Home Telephone Company of Covina.
Parker n  Pomona Valley Telephoze & Telegraph Union.
Torrance " Santa Monica Bay Home Telephone Company.
T. Shaw " Southera Californis Telephone Company,
" Qniario & Uplexnd Telephone Company,
» fhe Some Telephone & Telegrapsn Company of
Pasaderna.
Chas. A. Rolfe axnd Carl D. Rolfe for Southwestern Home Telephone
Comnany.
7. W. Butler and Sam R. Heffley for Tnion Home Telephone and
Telegraph Co*po:a.tion.
A. Wardman for Waoilttier Home Telepaone & "‘e...egrapn Conpany,
aré Downey Home Telepnone & Telegraph Company.

Fadter §, Dumn " Monrovia Telepnone & Telegramn Company, and

San ‘:‘er::a.ndo Telexlhone & Telegra.ph Company.
T. A Gould " Redondo Home ..elep.:.one Company.

R. R. Ferguson axc vermen Wilder for Interstate Telegraph Company.
J. S. Caxpbell for Corona Home Telephone & Telegraph Company.

A. D. Tright Valley Telephone COXpPany.

C. H. 3utton » TLindszy Some Telephone & Telegraph Company.

V. E. Farman " 3ierrs Madre Televhone & Telegraph Company.

C. C. Jokhngon " oSmelizer Home Telephone Coxpany.




Y E. D. Pillsbuzy and James T. Shew or The Pacific Telephone &
Telegraph Company, and
Secramento Valley Telephone Company.
Ercest Irwin for Consolidated TUtilities Company of Comnton,
Antelope Valley Telephone Coxpany,
Turlock Home Telephone & Telegraph Co., and
Y JcFarland Telepkone Company. ’
Chickering and Gregory, by Aller Chickering, for Santa Barbara
Telephone Company.
“A» B. Roehl and G. C. Earris for Tulare Home Telephone Company.
V. B. HEills for Nevada, California & Oregon Telegraph &
Telephone Company.
Je V. Leitholsd Xnigats Landing Telepnone Conmpany.
A. Terkel Reedley Telephone Comxpeny.
. F. Xnapp Sanger Telentone Company.
V. P. Ferguson California Telephone & Light Compary.
C. W. Forves Yanteca Telcephone Coxpany.
F. H. Crosby Santa Pauls Telephone Company,
Colusa County Telephone Company, and
Oxnaxd Home Telephone Company.
v Jess Stephens and E. 2. Osborme for City of Los angeles.
Clyde Woodwortn for the Cities of Inglewood, El Segundo and
3everly Hills,
T. C. Gould and Grant W. Lorraine for the City of Alhaxbra.
Albvert Leurer for the City of Fullerton and the City of Brea.
Y. Estudillo " " " Riverside.
C. G. Sellick " San Diego.
D. R. Efrey " Coronado.
Vietor R. Mclucas" Santa Monica.
Leon B, Gray " Qakland.
Franlic W. Cornish " Berikceley.
We J. Locke " Alameda.
W. 2. Simpson " Fresno.
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IOVELAND AXD BRUNDIGE, Commissioners.

0PI XNYION

On Novembexr 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 order in this decision
established certain rmules and regulations which were made applicable
to the utilities specified, axong which was a rule known as Rule 14,
providing, with reference to the cost of discommecting and reconnect-

ing service connections, as follows:




"Under reasonable, non=discriminatory rules and
reguletions, to be prepared in toe first instance by
the utility, subject to review by the Railroad Commis-
sion, a water, gas, electric or telephone utility may
provide that the cost of discommecting and reconnecting
service conrectiorns may be (1) ckharged directly to the
new or the resuming consumer; or (2% distrivuted over
the periodic paymentis over a reasonable period of time;
or (3) merged in the general operating expenses. The
3o=called 'cancellation charges'! of water, gas, electric -
and telephone utilities are nereby abolished."

In compliance with the requirement of Decision No. 2879,
that the utilities specified therein should revise and refile the.
rules and regulations at the time on file, if inconsistent with the
rules and regulations therein established, the telepkone utilitles
of this state quite generally adopted and filed a rule, also known
a8 Rule 14, providing as follows:

" charge of £3.50 3hall be made to all applicants
for the eatablishment of sexvice, provided that nc charge
shall oe made applicants who sign for sexvice 40 ts ren-
dered by the use of telephone instruments as then in place.
If a charge of $3.50 has been made for the establiskment
of service, and service is continued at the same address
for twelve months, this amount, without interest, shall
tken be returned to the subscriber.

naA charge of £1.00 will be zade for restoration of
service when service has been texporarily discommected
on account of rnon-payment, subscriber's temporary absence,
or for any other reason for which tre subscriber is re-
sponsible, except a change in class of service or loca-
tion of facilities."

It 18 to be noted tiaat while Rule 14, as estgblished by

Decision No. 2879, refers %0 the coast of discomnecting and recon-

necting service connections, Rule 14, as adopted and filed by tele-
phone utilities, is made applicable to all applicants for the es-
tablishment of service except trose making application for service
to be rendered by the use of telephone instruments as then in place,
thus providing a ckarge for tae establishment of service 1ln those
cases in whidh discornection ané recoanection is not at once in-
volved. This is for the reason, principally, that in making in-
stallations of telephoxes not oxly is it the exception that an in-

stellation is made by the reconrection of a service cormection




rreviously disconnected, even though the installation may be made
in a premise in which there has been service previously, but even
an initial installation, which eventually will involve a &isconnec-
tion also; invelves g cost properly falling within the provisions
of the rule established by the Commission.

It i3 to be noted also trat in the rule filed by the
utilities under the provisions of this decision, it is provided
that no charge shall be made applicants for whom service is to be
provided by the use of telephone instruments as then in place and,
in those cases In which the crarge is applicable, it is made return-
ablé if sexvice is continued at the same address for twelve months,
This mle had the effect of denying the utility the right to col-
lect a discomnection or reconnection charge if the service applied
for could be provided by er existing installation, thus requiring
the utility to carxy the cost under operating expense; of regquiring
the utility fo return tkhe charge to the subscriver after continuance
of service for twelve months, tims alse requiring that tae cost be
carried under operating expense, and of permitting tze utility to

.place the cost upon the subscriver incurring the expernse if the serv-
ice were of shorter duration ther one year.

This rule continued in effect until nullified during Fed-
eral control and was again ordered restored at éhe termination of
Federal cortrol by General Order No. 57 of the Railrvad Commission.

In this application, seventeen of the principal telephone
utilities of the State have jolred in asking the Cormission for a
modlfication of General Oxdexr No. 57 in so far as it relates to these
charges, therein referred to as service comnection cherges and in-

stallation charges. That 1s desired by petitioners is an order

permitting them to collect and permanently retain the following

charges:




A A charge of $3.50 for each of the following listed

ugita of facilities upon application for installa~
tion: .

1 Ingingugi 0T DIty 1108 gservies,

%, 3Dack extension station,

3. Private Branch Ixchange Service:

(a) Each trunk line to
the central office, Se 50

(b) Each station (except
operator sets), 3,80

A charge of $1.50 for the establishment of service
by use of instrumentalities in place on subscriber's
premises; if at subscriber's request a change is made
in location or type of facilitlies, tke charges for
Moves and Changes are applicable to the change, pro-
vided the total charses sball not exceed the charges
for the initial establislment of service, as specl-
fied in Paragrapn A.

The service connection charge skall be applicable
to all service except farmer line service.

A charge of $1.00 for restorstion of service tempor-
arily disconnected for non-payment, subscriber's
temporary absence, or for any other reason for walch

the subscriber is responsible except a change in

class of service or location of facilities.

Realizing that such order as the Cormission may issue in
this proceeding sihould be made to apply wniformly to all of those
telephone utilities now or hereafter £iling rules and regulations
vroviding for the collection of service comnection charges and in-
stallation charges fron applicants for service, the Commission, on
June 21, 1920, addressed a letter to seventy-nine of the £elephone
utilities of California which had not joined in this application
and waich had filed rules arnd regulationé under Decision No, 2879,
celling their attentior to tris proceeding and giving an opportunity
to appear before the Commission as interested poarties at the hear-
ings in this proceeding. - Notices of tne héarings were a;so given
to the cities and to the boards of supervisors of the countles of
+he State. Public hearings were held in ILos Angeles on July 1,

1920, and in San Francisco oz July 13, 1920. Appearances of
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forty-five attorncys and representatives were entered, representing
tairty-six utilities and fifteen cities. |

The utilities take the genexral view that there are cer-
tain definite expenses incurred in all telephone service installa-
tiomns, peculiar to the operation of televhone utilities, which are
now borne by the utility as a part of operating expense; that these
expenses are largely created by the rore or less traznsient use of
the service; that in the last analysis, if the utility is to be
allowed rates sufficient to yield a reasozable return on investment
after meeting its legitimate obligations, the permanent patron will
be called upoxn to pay 2 higher rate for service than would be neces-
sary if eaca patron were reguired to bear the expense created by his
individual demandes and that, as a result of rapidly increasing costs
of operation, additional revenues are g vital necessity.

The issue presented here 1ls whether rates sufficiently
high %0 carry the expense of all service installations, including
those for short term ﬁsage which are abnormal becatse of their fre-
quency, shall be iwmposed upox all rate payers, including the more
or less permanent users of the service, or whether the expense of
installation, at least in part, by the imposzition of uniform in-
stallation charges upon cachk persor requiring an installation, anll
be assessed against the individual incurring the expense,

During the year 19138, - this year being taken because of
abnormal conditions existing during the year 1919 as a result of
consolidation proceedings and because later figures are not avail-
able, - The Pacific Telephone aﬁd Telegrapn Compary throughout its

Californiz exchanges reported that in connecting new subscribers %o

its system, taking out telepkones ordered disconnected from the sys-

tem, disconnecting and reconnecting service for superseding subscri-

bers sxd for subscribers movirg to different addresses, completed
in excess of 200,600 separate and distinct operations while gaining




but 9,600 stations over what it had at the close of the previous
year. During tkhe year 1919, Southexn California Telephone Com=
pany, operating in the City of ;os Angeles, in the same way con-
pleted 83,600 transactions whilc‘gaining 14, 667 stations. In re-
ceiving and completing these various clésses of orders, it is nécea-
sary to perform for each order and in each department of the conm-
vany's organization required to randle thex numerous operations,
including the following:

In the Commercial Devatment:

Preparation of directory copy.
Preparation of éirectory delivery routing card.
Checking of daily printed directory addendum.

In the Plant Department:

Assignment of conductor pairs.

Posting of Wire Chief's cable recoxrds.

Ascigning necessary equipment and posting same in
equipz=ent records.and or work orders,

Preparation of tranmmitter nuxmber plates and switch-
board plates.

Providing necessary connections in the central office.

Testing the completed installation to insure proper
workking condition, andé recording details of test.

Posting of Plant Department records.

Reporiting essential information to Traffic Department.

In the Tresfic Departzent:

Correcting equipment following completion of install-
ation by Plant Department. '

Making rnecessary entries in recoxds of information
operators.

Checlking these records against directory records.

Preparation and filing of line caxd, office record
axnd posting of line and station records.

Checking work order against various records and trans-
mitting same to various departments.

The operations here enumerated are the chief but not the
only operations necessary for each and every zew installation of
service and whiichk, in the operation of otker classes of utilities,

are not performed in the acceptance and completion of orders for

service connections. Practically the same or similar operations,




either in the same order or in the reverse order, are necessary in

hendling orders for discontinuance, supersedures and changes from
one address to.another. It is necessary also thzt other opera-
tions, such o3 are necessary in preparing to furnish service and

in preparing and maintaining office records for billing purposes,
similar to those which other utilities are required to perfrom, be
rerformed by telephone utilities in haendling its ;arious classes of
orders. But while it does not in the least concern a consumer of
water, gas or electricity whether his neighbor or his grocer, baker,
butcher oxr other merchant or the banker wita whom he may transact
‘business is provided with water, gas or electric current from the
same feeders which supply him with these recessities, or indeed
whether they require such service at all, it is of vital concern to
the user of telephone sexvice,- if his service is of any value to
him, - not only that those with whorx he is required to meintain
business and other intercourse also have telephone service, but it
is also of concern to him what feeders provide the means of service,
and the utility serving him must coxstantly maintain such equipment
axd other means, highly intriccte in thelr operation, as will con-
stantly make possible intercommunication witiz 211 other users of
the sexvice.

Ve are of tre opiniog that in the operation and conduct
of the telephone industry there are numerous necessary transactions
involved in meeting the demands of those desiring telephone service
installations, each involvizg a greatexr or less expense, and waich
are not involved by other classes of utilities in meeting tine de-
mands of their patrons. It is, of course, obvious that if a tele-
phone company is required, as it is at present, to carry such ex-
venses as a part of operating expense, the result zust be reflected

ip rates or the compeny must bear such loss, if =uy, as nay resull,

Tnder the provisions of tke rule goverzuing serviqc connection

charges and installation charges now in effect, if a patron who has




pald a service conmectior charge foils to continue service for twelve
months the chorge is forfeited to the éompany ard to a great extent,
we believe, both the company ard the permanent patrorz is protected
against excessive instollaticn expeases whickh may be created by short
term usage of service, To the extent, however, if any, that this
rule does not provide adequate protecticn, the compary, as well as
its patroms who do not create unreasonable expenses, are Justly en-
. titled to fuxther relief,
Rule 14 of the Coxmission's Decision No. 2879 provides that

the cost of discomnecting and reconnecting service connections may bve,

(1) Charged directly to the new or resuming con-
surer,

(2) Distributed over the periodic payments over
a reasonable period of time, ov,

(3) NMerged in the general operating expenses.
Petitioners now ask that fhey be permitted to charge these expenses,
to the extent zet forth ir the proposed mule, as provided in method

(1) avove.

Toe effect of granting this petition, in addition to per-

nitting the utilities to retain permanently installation charges
which they now are reguired to return to patrons after ore year from
date of installation, would also permit the collection of charges
not now permitted, as follows:
Installaticn of each extension telephone,
Installation of each private branch ex-
change trunk line,
Each private branck exchange station (exe
cept operator seis),
teblighment of service by use of instru-
mentalities in place on subseriber's
premises at time of gpplicatiorn for
service (kz=own az supersedures), 1.50
The adoption of the wroposed charges for private branch
excrarge irnstallations would, on the other nand, abolisk the present
practice of billing subscribers who discoﬁtinue service within ore

year for the zctual cost of installation, including-all labor and




material costs,  and of charging the actual cost of movirng private
branch exchanges to suvscriders who move at sny time to other lo-
cations, .

According to the cvidence and to numerous exkibits pre-
sented Dy the various petitiorers, the average expense of instal-
lation, exclusive of costs whick are chargeable to capitel account,
for all classes of installationc is very considerably in excess of
the amount of installstion charges for which Cormission approval
is desired. Tnese costs vory with the differert companies frox
£5.00 to $6.50, epproximately, for new installations, and from
$2.00 to $2.65, approximaiely, for supersedures.

Except that, in our opinilon, tke charge foxr instellation
of extension telephones and for additional privete branch exchange
gtations instelled after the initiel inétallaxion should rot exceed
$51.50 per staticr, and upor conditiorn that the charges heretofore
exacted for installing and moving private brench exchange systems
saould be abolished, it is our opinior that this petitior should

be granted.,

It is urged by a few of the smell coxpanies, by reason

of applications filed with +hke Cormission at or about the time of
termination of Federal contxol, seeking sutrority to retaln instal-
lation dharges ard service connccvior charges, that such chearges
collected subsequent to July 31, 1919, were not collected with the
assurence of their return after one year, and that tkhe Commission
sbould net mow require that they be returzed. In other ceses in
whick cémpanies proceeded after tre issuance of General Order XNo.
57 to issue receipts calling for the return of these charges, it
is not urged that those collected betweern July 31, 1519, and
August 1, 1920, be retaired. Tncder the provisions of the rules
and rogulations filed witk tke Cormission by these utilities, res-
toration of which is ordered under the Cormission's General Oxder

No. 57, it is clearly provided that if service is continued at tke
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same address for twelve montas the charge is returnsble to tke
subscriber and there is no justificotion for assuming thkat there

is any question-as to whetker service comnection charges and in-
stallatior charges whick have been collected since the terminatiorn
of Federal corntrol are subject to 4he provisions of'those'rules ard
resulations unless otherwise ordered by this Cormmission. In those
casepg, however, in which the utilities, by reasor of applicaticrs
at the time perding before the Commission, proceeded ir good faith
to issué receipts not suaranteeirg return after twelve months,'we
are disposed to recommend that they be permitted, if they so desire,
to »etairn the charges so collected. We are alse of the opinion
that the order nerein should apply to all telephone utilities oper-
ating within this State and furnisking the clacses of service as to
which the ckarges herein provided for are designed to apply.

The following order is recommended.
O RDER

» v Application, m; entitled in the preceding Opirion, having
been filed with the Railroad Commissior asking for arn order modify-
ing General Order No. 57, heretofore issued By this Commission on
August 1, 1919, ir so fer as sald General QOrder relates to petition-
ers' rules and regulatiozs appertaining to the.retu:n of service
connecticn.chargee and'installation chorges to subscrivers ard pa-
trone of said petitioners, and asking for authority to f£file ard
nake effecrtive a revised rulce cctablishirg the sexrvice conmection

charges and insvallation charges as set forxrth in the preceding

Opinion, public hearings having beexz held, the matter having heen

subnitted and being row ready for decision, .
IT IS EEREBY ORDERED that all telepkone utilities oper-
ating within the State of California and furnishing the classes of

telephone service as t¢ which the charges herein provided for are

cesigned to vecome applicavle, be and they are hereby authorized

=1ll-




to file with the Comrission within tkirty (30) days of the date
ol this Oxder a2 revised rule establishing angd naxing effective on

and after August 1, 1920, z schedule of crarges as set forth and

a8 modified ir the Opirnior preceding this Order.
The foregoing Opinior and Order are herebdby zpproved and

orderec filed as the Opinion and Order of the Railroad Corxmission
of the State of California.
/.
Dated at San Prancisco, California, this zy_

Septexber, 1920.

mmissioners.




