Decision No. LS5l

ZEPORT THEE RATTROAD COMMISSION OF THE SMATE o cmmcmm

Iz the Xatter of the Applicaticn of )

DELTA TELEPECTE & TELEGRAPHE COMPANY )

for aunthority %o increase rates and ) Applica.tion Ko. 5534.
to meke certain chamnges of rules and)
regulations releting thereto. )

Albert A. Rosenshine for Applicsnt.

BY THEE COMMISSION.

OPINIOCN

The Delte 'zelephp;e' end Telegrapk Company, in Application
No. 5534, aske the co:::zz'iaa;s;.oﬁ'a avtkority tc incresse ite rates foxr
certain classecs of ‘.:elephone service and to change some of its rules
and regulations, alleging that it is not making a fair :etn:n UPpon.
ite investment and tha.t i%s dbusiness must be placed upon a dﬁ.ﬁdend.
paying basis in order to atiract new ca.pita.l with which %o ma.ke
necessary oxtensions axd betterments to ita Plant. |

Public nearings uporn the applice.ti_.orn wore held by Bxsminor
Wes<over at Sacramento.

'rerri'tory Served and Tffect on Rates.

The company furnishes telephone service to the district
along the Sacramento River beginning about eight miles gonth of Sacra-. ,
mento axnd extona'ing in a genoraﬂ. sontkerly direction’foi"a distance of
twenty-eigh"' mileé. B:'a.nch l_nes .'a.a.ve been oxtended izom the mn.in
leads to give service to residerts oz the mary islands in tbia district.

Te :t.’ollowiz;g towns or commmnities are served by tl:o. con;pany'
own lines: | | _

cu:z:sburg— . Hood Ryde

Courtland. Isloton Yorden -
FPreeport . RPaintersville “Walnut Grove




Long distance comxectlons are made with the Rio Viets
Tealephone end Telegraph Comrany at 210 Vists enmd with ':he Pacific
Telephone and éeieg'z-aph.chahy’a lizes at Seoramento. -

The %terriiory served by a.pplicant consists *brinci'oa.lly of
lané reclaimec Zrom the marshes a.long the Secramento and San Joaquin
Rivers. It is strictly a farming community witk =mo centers whickh

can properly be called towns. DPracticelly all highways are duilt

on top of the levees and the compexy's lines uswally ;pa.ra.llél the

Jatter so thet they will be acessgsidle Lrom them.

Tre a’t}ove a.;ascz-s,ption of this district 43 given 'b_eca.imo it
has an important ‘oea.riné upox the investment whick the company has
in plé.nt and upon its opersting expexnses, consequently upon;the rateg
Lor service. The ﬁ.xodr caﬁital per stetior is =ruswally high om
socomnt of the considdrable smouwnt of Submarinme cable, the almost
total sbsence of urben lines and the greater lemgth of lines because
they are built along levees instead of along stré.ight highwa.yé. e
operating exporzses are increased by these same factors. In adéition
to these, the sectxing and retaining of operstors increasea thia ox~
perse. The local rcsidente are wealthy and nced not work for the
teleprone company. City operators will not stay in this isolated dig-
trict for the usual scale of wages and boardirg and Iodsi_n.g cazmot de
secured by them in Courtland, the company's. headcuarters. To over-
come the latter difficulties, the company peys a higher wage scale o
its operators and mad.ntains as pa.xt of 1ts operating aystem a doarding
and loddng eeta.‘bliahment.

O;perating.method.sv

& brief description o:f the compary’s methods of charging
for service and of operating it3 system will assist in unde::atanding

the arguments and requeste of applicant and the recommendations of




our emgineere. A48 stated above, practicslly all lines of

tke company furnisz suburban gervice and, as & resuli, have Lrom
five to Seventeen subsoribers’ stetions comneoted with oach oir-~ |
ctit. Iack subscriber on & particumlsxr line oy commﬁ.nioq.to with
a.l otherzs on the ssme lire witswout rayirg & toll charge. TFor all
calle from stations on one line to stations on another line, sud-
seribers pay & ten cent toll for three minuteg axd Live cmtc Lor:
esch additiopsl minute. These calls are handled in the same man~
ner as ordinary "lorg distance™ calls. A8 a result of thié neth-
od of operating, gvery"local call waick is completec; ‘thz-u. the
switchboerds of the compeny 18 mazually recorded, giving celling
nymber, called number, and" deration of the conversatiom.

The entire Bystem of the company i3 operated s8 ome ex-

change although there is a certral office at Courtlepd snd onme at

Isleton. Theo long distance rates sre the same to or from all sta~
| t'i.ons on tke company's systezn...rcga.;rd.less 02 their aiqtahoe Irom the
connecting point with otker companies’ systeﬁd. |

Valuation, Revenres axnd Expenses

Iz addition to tre statement of revenue and expenses for
the years 1918 aud 1919 and the cstimated revenue axd expenses Lor
the yesr 1920 whickh were f£iled with the application, applicant sub~
mitted at the last bearing sn amexdmont to the proposed rate sched-
wles mnd & graph showing the various sources and amounte of revenue
for the past yesr. Sibsequent to the kearing it filed a brief
setting forth various data concerning the estimated cost of doing
- certain work recommended dy our emgineers, vmich" would increase the
rate base, and giving its views or the best metrod of increasing the
gxoéa revenue to the amownt required to zet a fair' return ‘upon the
{nvestnent. . ' |




Mr. A. N. Johns, one of the Commission's cngineers, made

en 1in.ventory and appraisael of the company’s prépertyféa_‘of Septem=
ber 1, 1920. The inventory was made in compeny with & comp;my;
representative. Tne appraisal, with the net adlditions to plant
i:o Ma.y 31, 1921, was submitted at the la.at.b.ea::ing and smounted to
$118,940. The company @14 not make an appraisal of the plant and
saccepled our engineer's figures.  The com'_bany, ﬁowqo:..mu.at spend
approximately %1,740. for additions to plant in order %o éomﬁlﬁbr with
certain requiremente which we impose in the order. It 1is ou.r\ opine
10w, therefore, that £$120,500. 18 a fair valuation of the property
for rate malking purposes, |

Mhe revenues ‘and expenses of the company for the year end-
ing May 3L, 1921, were meéully anslyzed by ¥r. Johus. "he reve-
nue smomnted %to $40, 095.60“ and the expenses, inclnu.ng Y :ea.aomblo

sun set aside by the compeny for deprecistion, smounted to ,,33,021.14
1ea.v5.ng & net income, before interest deductiozw, of §7, 072.46 (com-

peneation for loss during Federal. control, amownting to $4,195.52, was
not included in above ﬁguxes). - |

¥z. Jobns eubmitted an estimate o:t 10% increase in the
number of stations and 9% increase in volume of toll business during
the coming yea.:, on which basis the company might raasom'bly expect &
groee revenue of $42,330. Eis estimate of e:.pensoa Zor the same
period amounts to $35, 526.. ineluding 35,100, for the depreciation
regserve fund. - The net income before interest deductiona, therelore
wonld be approximately $6,800. It iz evident from the above that the
compeny 1is entitled to additionsl revenus in order that 1t ey make
a fair retura upon ite invesitment..

'Under the rates waich we autkorize the company mey
reasona.’bly ezpect & net retorn which will a.t't:ra.ct new capita.l with which

to malke such extemsiomps a.nd betternents “to plant a8 are required.




Rates and Servics

Applicant’s present exchenge rates axe as follows:

8. Flat monthly rental of 50 cents per station with
. Freo coslls to stations on same line with
*e. A 10-cent chaorge for 3 minutes end 5 cents fLor
esckh edditional minute or Lraction theroof on
all calls Zfrom one line o another on the
conpany’s system.
Ihis rate spylies % subscriders and stockholders
oxly. FNon~subscribers pay 20 cenmts for the initiel
poriod and the ususl overtime rete.

Applicant's present toll rates:
Those are identical witk those in the Ordexr under
The caption "Toll Telephone and Telegreph Rates™
exceyt those.detween Rio Vista md stationes on &p~
plicants system. 3etweon these points, non=subd~
scrivers pay 10 cexnts add:.tion.al foxr the iniﬁ.al
3 minute: Pperiod.

The only susranteed amount of revenue 2rom esach snbscri‘ber's

station wnder mresent rates is the L1ty cant Llat rate cha.rgé.

Lpplicant now requests that in addition to this axoumnt, the Commis~
sion shall require a $2.50 per month per station gusrantee for the loc-

&l 10~cent service. It Suggests & reduction of 5 cents in Lts toll

rates to compensate for the increase in revenue derived from tals source.

Ag already noted, a.ppliéan‘.: oust receive additional revenue
8nd the prodlem now heforo us is to find the nost’ equitadle inea.ns of
securing it. Ve are of the opinion thaet it wonld ve wnjust to 4in-

crease tae ourden on the oxchange service by redncing the toll rate.

We therofore deny the regquest for the slight reduction
in toll retes at the yresent time amd provide L£or a very substantisl

roduetion in applicent’s proposed oxchange rates.

There sre two metinods of securing & gusrantesd sxomnt of

rovenue for exchange service. One is to charge & flat rate Lor w-




limited sexvice and the otker 18 to give measured service with

8 guarsnteed minimum revenus. The company opposes the former
‘method, slleging that its prcsent fa.cilit:!.es would be insdeguate
to nendle the increased ftraffic. cm the oth.er hard, measured
service on & magneto systez I8 very expenaive from ax operating
point of view and is .rarely :f."a.mished

After careful considerstion of the testimony offered
Yy ap;plicar.t and the éate su‘mitted. by Ar. .Tohms it 18 ouz opiniom
that 1t would be wwise %o order wnlimited ezcha.ngo 3ervice at the
present time. In lieu tkereof, however, spplicant szould furn.iah
tke class of exchange service and ckarge the éates set ﬁ:orth :m
the oxder. This schedule veraits the subseriber each mozi;th' o
meXe 15 callse, each of & minntes du.ration. free of charge to any
station on applicant's system, exclusive of calls for sta.tions on’
his om line. Overtime skould be chargeld on these 15 messages at
the usual overtime rate and all mezsages in exsess of 15 showld be
paid for gt tho umsual rate. Por this local service, the subdsoriber
nust pay 51.75 per montk per station under the rates authorized .

The presernt rate schedule of applicant i'eqnirog néﬁ-'
gcribdre to pay 100 per cent. more than subscriders or stockholders
for the initisl veriod of three minutes for calls om the company’s
own system. This is obviomsly wnfair and must be discontinued.

'xhe"compmy at present charges the Same rate Zor busi-
ness and residence service snd makes no additional oha:ége Lor a desk
telephome. It reguests permissior to make an sdditionmal charge of
25 cents per month for the latter, continuing the present practice
regarding bﬁsinesa end residence raies. Thile an sdditionsl charge
for desk telephones is the genmeral praciice of telephone coznpanios
we are of tke opinion that tho prosent syaten of ratoa shou.ld de d.is-
turbed as little as possidle and yet give tkhe company a fair return.
upon 4ts investment, until such time as dats will be availadle &6




anslyze axd revige the entire rate system'. e thorefore deny the
request to make additionsl charge for desk.toléphones at present.
Lpplicant proposes inetituting on Its "long distance™. service 2 re-
port charge, an appointment call cha:gé' and 2 mqssmger call | cb.a.rge.
These charges are taiZez from the so-called Eurleson ached.u.lo. The
compan:r, however obJects to 'coniauting rates on the Burleaon basis.

We are of the opinion that the long distance rates and charges should
remain as at present except that the rates to Rio -v:.sta: Shell ’oq the

same to non-subscriders as those to subdscribers and stockholders. Ve

base our comclusion on the same ressoning as set forth sdbove. These

ra.tee are shown in the orde:r.

There .was p:actioa.lly 7o compla.int at the hearings
a.ga.inat the sexrvice furnished by applica.nt. Ourx engi;zeqz, howevezj,
called a.ttention to tne fgct that a zumber of lines had more than 10
stations per circuit and recommenaea' that 2ll lines be reduced to &
maximmm of 10 stations. Applicent :e'a'bmittod an estimated cost of abdout
814,000, for doing the work necessary to make this changé.' ' -In view of
t.he fact that the volwme of uxazﬂca on these lines iz below normal,
due to the measured service, and :‘.n view of tke fact that the cost of
:La'oo* exd meterizl is still ve:y hish it 48 oux. opinion that the recom-
mendations of our enginecr on tkis .matter should be applied at thia
time only to the present lines No. 15 and No. 28. The compary should
resirict g.ll dines in the_ fature to 10 stations ou;,h and make every
effort to reduce other existing lines to the same number of stations,
' TWe make the above exception to reduciﬁg the number of ststioms to 20
per line 2t the present time om account 6! the uzasual oondit:.ona-
existing in this systen, and it may mot be takenm 88 a precedent in fut-
~ ure cages belfore the Commission. | '
| Our engimeer further rocommends that the territory sexved

by the applicant skounld 'be givided into two distinct exchange areas,




to be served from Isleton and Courtland ezcha.nges.

¥r. Jobhms' report containing above recommerdations, and
that following relating to records, was filed in evidence at the
lzst hearing. t wes tke result of a detailed stad.y of the situa~
tion, witk the pu:posa of improving service conditions /eﬁoct:.ng
economies in opera. ion without requiring lerge capital expenditwre
et this time. The company at the kesring re‘smedltho privilege
of discussing the report in & brief to be filed later. In its bries

now on file, it acquiesces in his recommendstions, except those re-
lating to the amount of the guaranteo, the service to be rondered :or /

guarazntee, and to taving the present toll rates romad.n effoctive.
Records to be kept dy cOmpany

A8 shown above, the me*hodz of cherging for both toll and
loeal service 'by a.np.,.icaat @iffer from those in use in moa‘t ozcha.ngea.
The company urgea "ha.* the veenliar conditions present In this terri-
tory meke these methods necessary. We have not suﬂicient data
availeble to decide whether or not this position is correct, there-
foxe we provide that applicent shall keep the :following inzome. vion

for o poziod of at least ome year, aending %o the COmmission 2 nonthe
i1y report of same:

1. . The total nmmber o:!.’ mesSsages and *he average holding "ime

oL "xesaa.ges from:~

Isleton
Isleton
Isleton
Courtland
Conrtland
Courtland
Rio Vista
{0 Viste
240 Viste
Sacramento
Sacramento
Saecramento

Courtland

Rio Tista . ‘
Sscramento or other outsideptn
Isleton

Rio Vista

Sgcremento "

Jeleton =

 Courtlend -

Secranento ™

Courtland

Isleton:

Ri0o Tizsta

[\

3333393321330

2. Tke cost of work charged to ximintenance Wb.'ich wag made
necessary on account of 4ividing the system int two exchanges' and redunc-
ing the lines %o 10 stsaiions eack.




. Rulee and Regulations | .

| Applicent filed propoled Rules and Regulations .in 8ccord-
aunce with the Coxﬁmi’e:sion's Decision No. 2879, Case XNo. ées; ‘and in~
Zormation affecting ratos snd service. Inasmuch as these wbré de-
signed to cover the compeny's Proposed rates and not those anthorized
by the Commissiorn, we recommend that applicant éh&ll file' witaln
tb.irty (30) daye from the date of this order a revised set of Rules
and Regnlatione. '

Delta felophore and Telegrepk Company having filed with

this Commissiorn its appliication for an izncrease in rates Lor tele-
phone service and Lor chonges ;n rules and regulations,' rublic Lear-
Lngs having been held, the matter baving been aubmitted and the
Commission dasing its conclusions on the forogoing opinion. Linding
a8 & fact tnat the rates ard rules and regula.tions anthorized and
the clesses of service prescribed in this ordqr are Jjust and reason-
a.bio, | _

IT IS EFREBY ORDZRED tket applicant 4is Lereby aunthorized
to file with the Coumiesion Within thirty (30) days from the date
of this order & cchelule of rates, Bervicee &ad :uies and reglea-
‘ tions as outlined in the "'orogoing opinion and ordereld to offer the
 classes of service as showe. herein . Wnichrfut;girgp};go%% z'g&g;la.tions'“-
mede offective: '

Exch&n&e Service Rates

e monthly rental shell de §l. 78 :'o:.- 'buaineae or
residence sorvice, wall or deslk telephone.

Tke montbly rontal shall entitle the exhscrider to
the following:

Free calls, wlimited, between stations on the same line.

Pifteon messa.gea esch of {three mirutes or less dura~
tion, To any of tre company's subscribers not on the
gaxme line, all excesses 0f {the threo mirute limit to
be paid Lor at tke overtime rate skown in (o) delow.




c. .A.ll messages to company’s stations in oxcess of
the £ifteen sllowed in Poragraph (b) above, ex-
cept as provided in Paragraph (a) above, shall
be rald “or at the rate of ten conts for the
Zixst three minutes or Lraction thereof and Live
cents for eack additional mirnute or Lraction
thereos.

Toll, Telephone and Telegreph Rates

1. The toll telephone rates between Sacramento axnd all
stations on applicant's system sktall De 30 cents
for the ixltial perlod of 3 minutes and 10 cents
for each edditiozel mirute or ZLraction thereof.
The toll telegraph rates shall ve Z0 cents for a
ten-word oxr less day message, srnd 2 cents for each
sdditionel word over ten. .

2. The toll telepkone rates between Ri0 Viste and 211
stations on gpplicant’s system shall be 15 cents
for an initial period of 3 nminutes and 5 cemte Lor
esch additional minunte or Lraction thereof. The
toll telegraph rates skhall be 35 cents for & ten

word or less day message and 2 cents for each addi-
tional word over ten.

3. Tro toll telephone rates betweon Rio Vista and
Sacrsnento skall be 35 cents for the first 3 min~
vtex and 10 cents for each additional minute or
fractior thereof. The toll telegraph rates shall
be 35 cente for & temn~word or less day mesaa.ge,
and 2 cents for eackh additionsl word over ten.

4. 111 rates sre for varticular person seryice.

IT IS EEREBY FURTEER (RDEERED that applicent ekall divido
its systex into two ezqhamge aress, the di_'v'_iding line to fLollow the

township line between townehips No. 4 and Fo. 5, Ranges Z znd 3
Eaat, fthence due east Yo tize Sscramento River, thence :Eollowiné the
river nortﬁ and east to s point approximately o}.:e, mile below Walnat
Grofre.’ tﬁonce in & southezetelly divrection to - pomt-'o:f inte:aectign
of above township lime extended, themce due emdt. A1l subscribers
Soutk of this exchenge line shall be served from %he Isleton Central
0f2ice ‘ond all stations north o.f the line anall be served from the
cquﬁland Central Office. This work shall be completed wit:hin
nir.ééy ( 90) daye from the date of this order.

T IS ZEREEY FURIEER CRDERED thet lines No. 15 =nd No. 28
£r811 be so changed tb.a"' they.skall eack heve £ maximum of 10 sta-
tions per circuit, This work shall be completed within ninety (90)

=5




daye from the da"be.o:r this order. A1l othex oxisting lines

in the system skhsall Dbe graduaim reduced %0 a maximum of 10 sta-
tions per circuit by transferring subscribers on overloaded lizos
to other lines on whick vscancies occur by reason of diecontimuance

of service or by itransferring them to new lines whick are built
from time to time %o serve additional subsceribers. '

IT IS EEREBY FURTHER CRDERZD thet applicant shell set
eglde in & deprecistion fund the sum of $5,100 per annum ixn month~
ly installments of $425 for the purpose of taking care of suck re~ |
newals and replacements of property as shall be covered by the fmnd.
Applicant shall file with the Commission within thirty (20) days
from the date of this order its guggestions for rules governing the
fanctions snld use of the depreciztion fund, and theeio rrles eball
thereafter go into effect 88 approved or modified by the Commissfon
| IT IS EEREBY FURTHER CRDEXRED that applicant shall keep
‘the records set forth in the Ppinion mnder the caption"'xeco:_d.s' to
be kept dy Compeny™ end sholl forward a report on eame cach month
as oitlinea therein. - '

‘Dated at San Frameisco, Celifornis, this 3 %  day
of September, 1921.

Commissioners:




