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])001s10Jl No. $I I 
!n the matter of the s.pplica:tiOll of :l·~ ~ 
SO'(7TR:t.R! C~I]'C:alll !!!:E:L3?Ji0ID:': C01:!2aY 
for e.n ord.er tiD og ~ust and l"ea.so.n.a.ble) 
rates for telephoneserv1ce,authoriz- ) 
1.tlg the filing of aa.::.e with the Comme- ) 
&10,0.. t1x1.c.g 8,. date wAe,O. such just a.ne.) "In' ~2S5 
,reaso=able rates SheJJ becom4 effective. ) Application ~o. Q • 

,and defi n10g ex,Changes an~ exchacge ) 
boundaries ~or the".a.d:oinistrs.tio.c. SJ:Ld. ) 
a:pp11eat1o.c. o~ e&1d juet' o.na. reasona.ble ) 
rates.. together with rules and regal&- ) 
tiona apperta.iningthereto. . ) 

----~----------------------------) 

A..-thur 1:r1g!::t, :2:. :D .. ?1llabu...""Y a.::.d Ja:::es T .. Sha.'1t, 
J?111sb~. ~SOll a:::.d Sutro of cOu:L$el, 
for theap~lic~t. 

J. E .. Stoph~s andX. Z. OsborAo, Jr. p for the 
City of :Los A.::.geles. . 

Xemp, M:1tchell, & Silberborg, by John W. Ke:p 
and Carlos S.. E.a=dy, for Che.mbor o! CO::J,-
~erce of Los Angeles. , 

:a:artle1~Aaw, for City of G~e~ale. 
~ .. En.zlott, fc::City of South:Pasade:.a.. 
JOAo. F. Imol~ :for C':ll.ver City. 
Mott &:Cross, for Goldw;rll P:odue1llg Corpora.tion .. 
C .. 'VI .. Loucks, 1:l propria. P$rSO:i8.. 
0 .. 3.-Va.c.burn·, for City of "\:8:1;'(;3. 
:aa.o. ';'. 'Ott.er, ~or the COUl1ty of Loe Angeles .. 

OPINION .... - .... --~~ 
In this 'application the Southern Cal~o:rn1s. Telephone 

ordar f1xillg just And reaso~ble telophono. rates in ~~e terri-
tory served b;y the Co:p~ in'the City of Los AAgeles SJld 
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$d~acont thereto. ~he COl:ll:l133ion 1:;,. also a.ske-d to doterm.ine 

propo:t' exchange areas fo= the service re~dored oy ~pp11csnt with 

'inte*,.IlSJlge ra.tes compa.ra-'ble with those eXisting,in the stato 

at large. The 8J:10u:c.t o~ increased aDDtzo1 revonu& required. b7 
, ' , 

the CotIp&ny is state.d to 'be a.pproxi:ns.tely ~.OOO.OOO_O~ ,and a. 

schedule o!' proposed ra.tos. designed to produoe thi~ additional 

revenue, is attached to the applieation. 

In support of its appli~tion t~e CO~ ~es re~er­

ence to this Commiesion's Deei$ion ~o. Z~ in Ap,11eation 

No. 2221 (Opinions and Or~er3 o~ th~ Eailroad Comm1s~1on o~ 
, , 

Ca11:f'orn1a, Vol. ll. page 806.) and. aeks the.t tlle entire. record 
.' 

,upon wh1.eh t::o.a:t d&eieion o~ Novem"o~r 4. 1916. is o.e.eed be 00:1-
r;J' '-

sidered as a p8-~ o~ the present application. 
, , 

directs particular att&ntion to paeo 800 o! the dee~&1on re~or-

red to, 'being eondition 1 (a) and ro~d1ng as :tollows: 
. . .... ':j 

:!1'Zhatdu...""ing 't~e: period of ';-!1ve years, sUbeequen't 
to- the d$te o!;thi$o=d~r, Southern Cal1~ornLa ~ele­
phone COlllpSlly.wi1l. not rc::z.ke, a.pplication, to t:1o: EaU-
road Comm1ss1on or e:Aj'o~herpub11e authorit.y :!or ar.y 
increase. in thetelephon&: r~:tes' now in ~&ot 1n the 
territory' in which the cotlpa..ny 18' to opers.to. exoept 
in suCh'mino= ~ttere as =as be neeesesry to remove 
dieer1m1nat1one.« 

'. ~ho CO::lPa:lY sta.tes that this, stipul:l.tion w.e.s =de and, 

a.ccepted. b:r it without e:=:s re~1~tio:o. ot the 1=1n&nee o"! tho 

ont~. of' the. 'Oni ted ' Sts. tea- into. tha~ world war and the c~r1enee 

0'£ world-wide e.ila:lgez 1::. eco~omie cond1tioll8 that ha.v(1'1:o.llowe4. 
, " 

Thes,e economic eonaequ&nees of tho war. the CompSJlY' ,avers. had 
" . 

to be :let by the ap:plicant in eom:nOIl with "ousineas eve:t7Whare • 

.. but beoa.use o~ th1s sti:p~tion. the relief open to others tJ:.l:ougn 

i:1cres.aed rates.and revenue wa.s denied to et!)pl1ca.nt. It ".vouJ.d 

,MVO ceen 1mpos~1blc.. aeeording to applicant. to ce.rJ:'7 :eorn~rd 

1ts buaine.ss exoept through the credit e.nd the. re,soureea:of the 
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to- 8.2 tho P8.ci!10 Co~). z,.o eond1 t10n quo'toda.bovet J:As now 
, , 

expirod and in its ~ap:plice.tion th& Compe.:lY pol.nta out· that a!'kr 

this expiration it will not be able to rely !urther upon tho 

er~d1 t and resources 0'1: tho l?a.e1:!1e COmpa.ny but will be depend-
"'. ent e."osolutely upon its own credit resource,s to :r.eot o~ra:t111g 

expense·s ruld to secure ea.pit:lJ. tor e:rtena.iollS o:t pla.nt. and tho:t • 

. w1thou.t immediate s,ssursnoo o~ &fiective relio~ through 1ncroD.3-
ed reven~ from rates. ita croditand reeoureee will bo nil. 

c:Xte,nsiona in progress must stoP. and further exte:lS1one 'to- care 
.. 

" 

~or.unpreeedentGd.de=an48 1n 1921 and ~eeqU&nt ~ear8~ halt • . ' , ' . 

~po1nt 1e. further made. 'b,. the Co~ th:l.t. in a:p1"to. o:!1ts. 

d1~ieultie8. it. has taken cere of the heayieet growth ever 
• , '<,t" . . . i " 

, 
thAt there was a wa.1tillg 11at o'! . a.pplicant s (at the't1:& -0-: the 

• ., I' . . 
filing of' the- application ea.rly in liovemoer. 1920) in exoces o~ 

';. • • ,'+', 

9~OOO. with the list growing daily. and that the a.bil1tj". t~ 'taJee 
-- ".. . , 

'care 0::- the-se domand.s. I!LJ:ld to meet the deme"ds :for servico. i8 

abeolu.tel,. depend&nt u:pon seeur1~ s.de·ci~t& rel1.e~ 1n ·1nerea.sed 
" 

re.venue eoneurrentll" wi'th the expiration 01: 'the s.-t1plllation. 

Und.er &.,l:tters.l 1ntor,pr&'ta:t1on o:t eolld.it10n 1 la) 

re!err&d to. the Company et1:pulatod that it would "%lO,t make 

aptJl 1 cs. t10X1" to t4is COmmission or s:tJ.y other pubJ.1e &'O.thon ty . 
tor an increa.se 1n tAe- telephone rates until November 4. 1921. 

~e tiling o:! the app11e::.t:Lon 'on Nov~mb~r,:9·. 19'20. one year .- . 
ahe.s.d of. the at1:pul.e. ted: . t:tme. :night have ~en _e~nstrued: there,-

'tore. as 8. teoh.n1eaJ. violation o~ the s-t1pula.t1on. ~e'COm:l18-

.810n took this ma~t&r up with tho ~ Angelec cit,. ~thoritiea 

8Jld it -:ZaJ3' agre~ that it would be tair to the CoCp8Jly. a.ud not 

unfair to the telephona ~ra. to commence with the consider-
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. a~1on of this app11oation.~s1nce o~ neceesity A oonsider~ble 

p&:r1od .. probably notl.ass than a. lear. :ucn e.lD.pe&betore a 

procoO'ding of auch magn1 tude couJ.d be. conoluded. :Ao :!s.ots, 

Mve 8ubsta.nt,1ato4 tha.t oo~1US'10n and this matter is o~y now 

ready for 8. de,c:1e1on .. 

An unusua.lly la.rge. numb~r of oompla.ints regarding 

the telephone service rendered '))1 the Co~., .a:c.dpart1et1larlJ", 
~ '. ..' • - • j,. .. •• 

with re!~rence to delayed 1nsta.1l8.t1olUJ. wore receive4 '07 this 

COmmission during the l~st two· y~rs and the :z:mml)er o! auoll com-. .. 
pla1nts grew aubs&q.uant to the filing o~ th1s a.pp11ca.t1o:c.. It-

became a.p~r&nt that the matter o! service would 00, a :=actor 
" ... ~" r . 

o~ :paramount 1::port8Jlce ill thU e&Se and ~:t ,an adequat6oon-
, . , ',.... " 

,aidera.tion o~ that ~a.etor might unduly delay ,8Jld 1ntGrf'ero nth 
. " . '. 

the. ra.t& proceeding. !tc.$ Col:l.Cl1SSiOll. thoref'ore. on Jaxmsry, 27~ .. . " , 

1921. commenced, ,on ita own motion a. proceed1ng~ in ca.so Bo.lSZl. 

~~ti tuUng an 1nTestigatioXl ato the re&&OXlablolloaa and adO'-

quac:rot' the ee:rv1ce rendered 1.)7 the CoCP~. ,j!or the ~ollov:1ng 

ptlZ:pOSes 

. "'to de-t.&rc!.ne wheth~r the rules. :r~gaJ.a.t10:c.s. prac-
t1cee. equ1pmo:t. &p.p11~ea. !Ao~1t1oa or aervice 
ot' sa.id CompaIlY a.re "QXI.j~t. unrea.eoDaole. improper. 
1nadequs.t6 or in8ufiiO'1ent in a:tJ.'3 particular and. 
it 80. to dete.m1ne the jU8t. reaeo:aab1e. proper. 
a.d.equate or suf:tioient rales. regrQ.a.t1ona. prac-
tices. equ1pment. appli8JlOea. :e&e1l1 ties'. serric& . 
or methods to be obaerved. turn1ahe4. oonetruote4. J;"_' :'" 
e~o:ree4 or employod. and to fix the same bY' order. "-
rule or regulation; to determine whether or not 
IJ.!J.",l a.dditions. extensions. repa1re or 1mproTemonts 
to or ch&:c.gae 1n tho existing plant. equipment. 
a.pparatua. fac:tli:tie8 or other physical property 
o~ ea.id Co~ ought. :rea.aona.bly to b& made. or 
whether a:cy new structure or structure.,. should be 
ereeted to "promote the eonven1.enco 0-: the pub1.1e. 
or in any other wa.r to secure adequate aervice:or 
!a.ci11 ties.. and to make s:rJJ' such order 1n regard. 
thereto as th& Comc1s8ion may determine to be 1n 
the 1ntereat of ~ub11e convenience and necessity. 
direoting that such cond1 tiona. extensiOns. repairs. 
1ltprovements. or changes be made. or that stncture 
or etrueturee Oe &rected in tho ma.m:z.er and wi thin 
the t1me to oe speci-:ied in said ordor.-

~he prooeeding in that eaa& 18 not ~et concluded. 
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~o the extent t~t th(l reoord in Caso No. 1531 throws light 

on the ms.ttor of servico, :1:t v:ill. be taken uto cOJle'id.e:ratio.a. 

in this proae.a.t doc1s1oA. 
, 

j'i 

Hearings were held in the present application ~ 

Los A.c.geles 0.0. :Maroh ~5th e.:od 16th, '!f..a.'1 17th a..c.d. 18th, ,Sep-

tember 20th &c.d 'on NovElm'b~r 7th, 1921. :E7:hibits wore :put in 

eVidence b,. the Cor:pany, the City of !,os Angeles. ao.d the Co:c-
~ 

mission's engineering department. and the list of these ~-
hib1ts is. :tor referenee. a.tts.e:o.od to thic dee1z1oA s.s 

SUpplement ".A.." In the h,ear1:cg on September 20, 1921, it de-

velo~d that s. lengt~' oroes-eX&:li.c.s.t·~ll.o:!. Witnosses would . 
be inevitable 1f'the·matter was p:roeee~ed with by tor.msl trial 
by re~eon,.matAly, of the Wide divergence of opi4iOAand state-

ments and inte~rete.tion of :facts as between tAe Comp~' S: Wit-" 

neesos, on the one hana, an~tho CityTs~ on the other. It was 

&g%eGd. ths.t 1 t vlould not be 1n tJ::e public 1Atoreet to 'tULduly 

protract ;h1e proceeding. As the resUlt of $ oonference be-

tween the represonta.tiv$a of the City end. of the CODlpSZlY with 

the presiding Comm1sej,o.c.ers, it ws.s deoided that there ehould 

be appo1.a.ted s. joint e.rigi.e.eer1llg co~eraAce to be' compoeed of 

th.e eng1!l.eers of the C0c.m1SS10A, e.c.g11leers to be a.ppo1.c.ted b7' 
, . 

t7a,6 City and engineers to be s.~o1r.tee. '0:7 tho Coc.psoy. vho were 

to organize 1m!:l.ed.1s.te~ uo.der :1..c.struct1o.lls to be 1seued bl'"the 

. COmmission. These ·1.netructio.c.s would d1:rec'~ this eo~ere.l1Oe to 

go into all of the exhibits And reports subm1ttod by the coc-
ps.n.y a..o.d by the City, a:l.d to report back to the Commission, .. ' a.t 

So ls.ter<c.ear1.ag. tAose zc.a.tters on which the%'e: was agre.eme.c.t 8J:ld 

all :n.a.tters OA which there 'Wa.s dis8.greo:lent. The Comm1es1on, 

accora.1..c.gly. instructed its" chief. e.a.g1.c.eer to t&lte 

eharge. 0'£ 'this, eode%'e.nee e.c.d. to s.rre.nge for the 1::med1a.te . , 

:o.eet111g of the'engiJ::.oors a.c.d for the aS2igAme.nt o:t the 
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'. 

:nork. ' Und&r the Commission r IS l~tter o~ inst:r:uet1oll!5 ;the 0%1-' 

g1neerillg eo::ctereJlCe waa to deal "1,th the :rollow1ng matters: ' 

(a} I~e8tment~ valuation and rate'base. 

(b) Duplication o~ propert7. 

(0,) J.na.lysis ot ope·rs.tillg expenaea. 1nelud1ng the 
question of deprGe1&t1~n. 

('d) Past and pre8ent revenues and estima:te.d. revenuea 
·und.e.:r . propoeed rate .structures. 

" 

(e)R&te', &r8&.8. 

Cf) :aeJ:s.tion between exohange revenues and expenses 
and ,toll l"e~enue8 a::ld expeneee. 

(g) Relation between-Southern ca.l1~oX'llia ~elephone 
Company. ~e ?sci~1c telephone & Telegr&ph 
Comp~. J.menea.n !I!elephone .3: !I!elagraph Com-
~ and We·stern Electric Comp~. 

(h) Service. 

.. 
~e conference underto~k thiS work s.nd.. on, November 

7th. ~11ed its report d.eeJ.1ng wi tha.ll o~ the ~ tte.ra 8.881gned 

to 11;. This reJ'ort 18 one o!the exb.1bi ts in this ,pro~ee41ng. 

~ere"$l:'e ~lled au'baequent to the '. :report o:! the, con:terGnce 
. . 

atatementa· b~ the Cit,. and by the Oom~ (~101t.wBw and EX-- . 

hib1t No .. ZO of the City and Company,respect1vely and reply 
-. 

,memors.ndum o:f the CitY' to CO%llp&nJ"s' 1!xhi'bit Bo. zen. and the 

ma.tter is now aubm1t't$d'. . 

~ter 8. careful consideration o~ the entire record 

we have rea.ched certa.1n conclusions a.s here'Wlder di8C~e.ed 

under d1t~erent headinge. 

, 1. Consolidation o~ »r1or co~an1ee and conditions . 
. gx:owing out o'! conao11aa=Z!on. 

Grea.t stress 18 le..1cl 'by' the Co::np~. botA in· its ap-
. . 

p11ca.t1on 8Jld. in subsequent hearings. upon the alleged :t&ct,. 

ths.t the· present appJ.1eant cam":_; . .l?-to be1.ng &8 a. result of this' 

COm.ise1on's l)et>18i¢n So. 384.5. 1n Appl1e&tion :No. 2227. a.bove 

" 



, 

re:ferred to. It is said. (in the applioation) that a.pplicant '8 
. 

corporate ex18t6nee has ita :found.a.t1on in the eonditions 'cul- . 

m:1.l:w.tiJlg 1::0. th&t decision and order. .And 8.gs,in. referring. to 

the c0%l8011ds.t1on p:roeeeding 'before this Commission. a.ooo:rd1ng 

to counsel :for the Comp~.· there was no idea. as strongl7 1%1 

tho minds o~ the Comm183ion a.e tha.t. once and ~or all. they , 

were o:efio,ia.t1ng a.t the 'birth o-r So publie utilitY. (~r'. p. 3551 •. . . . . 
It will· be UBO~. ti::.tJl'efore.. toro:rer Dr10fiy to the oonao11~ 

. , , 
dation proceeding.and t~the deoision of'the 'COmmission in 'that 

os.e&. and to eonsider tho' eO%l3equenoee of the e0l1801id.&t1on.· . . . . . 

~e Pae1,fic Company .and. its preda0e38or. the· Sm:taet. 
Oompany. have oPerated.1:1 Los .Angeles s1nee·1S91,. wh6:c. a twonty-

:ti vo (25) ytJFJ.r :crs.nehiso Wa.8 granted to the sunset COmpany ~ 

Until 190~ the Sunset Company enjoyed a mon~ly otthe tole-
phone business. but in the.t year the City granted & :!1!'ty . (50)-

o " 

:year te,leplione !r&%loh1se to M. J. •• X1ng s.nd ~Me ::eranoh1se was 

subsequently transferroe to the Rome ~elephone andToi~graph 
. . 

comps,ny. (here~te:t' referr6d to as thl~ Rome Coznpa.:a.y). S1nee 
'" 

1905. there:f'ore. the Ps.ei!ic Compa:ay snd the :R~meC~~. we~e 
, I 

in competition with one &nQther and the reeord Shows that in 

the period. 1910 to- 1916 the bus.ines8 o! 'the two oompanies 8:S." 

measured by the number of telephon& stationa was approximatoly 
, ' 

equal.. the Pacific C¢mpe.ny exoeedizlg by, s.ppro:c.ma:tel;y 10% the . 

numb~r of sts.tio118 of the :S:o:ne Compa.l17. From the e&rn1.l1g 

stand3»1nt. the operat10114 o:t the two competing smema worG 

not success:tt:Q.. Rome comp8ll.Y' , 8 exh1b1 ts 1ntroduoed 1n Appli-· . 

oat1on· 2227. and ohecked 07 the· COmmission's: eng1noers. ahow· 

that !rom 190Z to 1915 the Rome comp~r s net oarn1Xlgs a.vGra.ged" 

oonsiderably below what ma~be taken as 8. 'no~ ~&ir r$t~ 

al though the ~1Xl8J1C1al showing o'! the Eome .. ' 
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COml'fLllY. es:pec1al1y during the years 1911 to 1915. 1nc1ueivo,. 

was much better than t~e eAow:tng of tho 2aeifie Co~any in its 

Los Angeles operatio:o.s. ~he l>&.ci:eic Company's not revonuo 

(assuming tho accura.cy o~ -:1:.0 ?aci~ic Co!Xll'a.~' s cls."im tor d.o-

preciation) was sufficient. apparently. since 1911. to -;ay 6%. 
interest on the ~ollowing amounts: in l~ll,on ~O.OOO; in 

1912 on ;2,430.000; in 1913 on ~3.000; in 1914 on ~.775.0~O 

a.nd in 1915 on $1.090.000. Compared with theso figures. the 

~acifio Company olaimed ~s of Dec~m~er 31. 1915. ~actual per- . 

forma.nce value tt of the same da-te of $7,554,000·. It 1$ s,:pparent, 

there:eore. that the Pacific OompSllY'S :Ges Angeles opera.tions 

~or a number of years prior to. consolida.tien.were not f1nan-

c1al1y satistactory. FroI:!. 1911 to 1915. 1nclue1ve. the xac1.~1c 
Company in no year earned in excezs o~ 2% on its olaimed "etrue-

, ' . 
tunJ. ve.luett as o! :December 31, 1915, while 1n 1913 tho Compa.:1Y". 

. " 

earned less than one-hal! of ene per cent en its claimed "struc-

tural value ft • :here ean be no d.oubt, there~or0 .• that eonsol1ds.-

tion en any te=ms likely to result in a lessening of financial 

losses was o~ advantage to the Pacific Company. even 1~ consoli-

dation did not resUlt in aetual pro~1ts ever and aeove the cost 

of operation and the cost o~ ~one~. 
Another factor pOSSibly of greater importance than 

i~ediate financial considerations. o~erated in ~avor o~ eon-' 
so11d~tion. It appeare that the franchiso granted ~1 the City 

to the sunset Company on Nevember 1&. 1891. would Aave expired 

on the same date in 1916. ~he peo~le o! Les/Angeles ~er a oon-

siderable tice had be$!!. dissatisfied with dupliea.te telephone 

servioe.and the di~:f'1otlJ.t1es attend.ing the renewal of 8. :trs.nch1se 

under eondit1ol:lS favorable to the :Pacific COlnl'SllY. together with 
the Unfavorable ~inaneia1 outlook towards the past as well as 

.. ·," ..... N 
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towar~B the ~ture. conspired to' make consolidation a thing 

de~outly to be wished ~or from tho atandJ¢1nt o! the Pacific 

In Decision 3845 the Commission makee abund$ntly clesr .. 
, " 

w~perc1esion to conso11d$te wee granted. It was granted be-

ca.use (Opinions snd Ordo:re o! the :2a.ilroad· CommiSSion of the 

Sta.te ~f california. Vol. 11. pego SS6) 

"the facts clearly show that undo%" a condition 
ot consolidat1on. 'by ::-ee.son of a. smaller'return to 

. oe pa.id on ca~ital invGsted. s smaller deprecia.tion 
, s.nnui ty to be set a.side. year by :rear. and a. smaller 

amount nace·S2ar:r to meet mainte:ce.nce and operat1ng 
expenses¥ the Sout~ern Company ~ill be aole to give 
to the people of Los Angeles and vicinity a. UDi~ied 
telephone service. at rates lower than those which 
would be necessa.ry under a. oondition 0'2 intereh8.nge. 
and 'that under a. condition of consolidation,the 

.. Southern Company will be able to g1 va to the 'poople 
. , of Los Angeles good tele:pho:o.& service without in-

cressing the' present r.ates.~ 

~,fUrth~r. in answer to the ~ggest10n that competition had 

pr.o:ved the best 1nc'e:c.t1 ve to good. service and. that With eo:o.-., , 

eo11dation s",eh competition would be el1m1ns.ted.. the' Cocm1.ss1on 
saf~ (pe.ge sse): 

~In the ~r&sent 1netanee. the ev1dence shows that 
it· the consolidation is e~tected. the people o! Los 
Ang&les and v101n1ty will imed1e.tely ss.ve the S'Qm o:t 

. $48Z.000.00 per year from the e~1m1n&t1on of duplic&t~ 
telephone stat1ona. ~ey will be relieved from·the 
nuisance of a. dual telephone system. Their rates will 
not exceed those which they have heretofore enjoyed 
under a ¢ondition o! com-oet1tion. The consolidated. 
telephone compa.ny.~ receiving the entire gross revenue 

, from telephone service with1n the area a.ffected with-
out corresponding increase in maintenance and ,operat-
ing oxpen.zez. will be a. etrongor company :f'1llllJlcial17 
than e1thor of the existing companies in so tar as 
their ()perat10ns within this . arM a.re concerned. a.nd 
ought to be bet"te.r able to borrow new moneys on :f's.-
vorable terms. to a.ccord reasonable rates to its 
c'O.Stomers. and to make such exten~Jione of service as 
the 1ntereat8 o~ the public may require. 

'"In view 0-£ these 1:a.Imed1ato. eubetant1al benefite 
to accrue to the public from the e0n8ol1da.t1oXl. we do 
not feel w&rran~ed in de~ these benefits to the 
public merely because heroafter the oonsolidatod oom-
~ may possibly become remiss in its duly to the 
public. VIe pra!'er -:0 bolieve that under the present 
8uperv1eion and regulation of telephone companies b7 
the state. the etat& will be strong enough t~ secure 
good service~,' even trom e. telephone mOllOpo17. in oase 
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8uch monopoly should. blind to ite own interest. revert 
to tho conditions o! the.past.~ 

The Commission granted tho petition ~or consolidation 

~bjoot to certain conditions. capital stock and bonds not· 

~ceeding a par value of $14.000.000.00 (as compared with . 
$l&.098.500.oo applied. for) were authoriz&d to be issued,·.b,. the 

Company" a.nd of this amount the bonds wer& not to e:.z::eeed 1n par 

value the sum of $9.530.000.00 (as compa.red. with $9,.9'27.000.00 

applied for). ~e condition r&qU1ring a. stipul&tion that .no 

1nereaao in rates should be aaked for ~or a period o~ ~ivo (5) 

Y&&%'3 has already boen referred to. Permission W88 made con-

d1t1on&l upon &b80lut~ impart1a11t7 as "oetweon automatic ~d· 

maD:a.al ~tio%18. according to the wish of the subsoriber; 

similarly. the choice of the subscriber was to control as to 

the use of the toll lines ·of the various long distance lines; 

tha.t the Co~ would rets.1n 1 ts. principal o~~ico in the 01 ty 

0: Los Angeles; that no franch1se value should ever be ela.1l:led 

in ~ proeeeding before this COmmi8sion. in oourt. or other 

publ10 authority. in excess of the sume actually ~aid tor 8~h 

franchisee; and certe1n other conditions insuring good service. 

It would appear in the light of events 81lbeequent to 

1916 that the oonsolidation 'Was ot great benefit to the tele-

phone users of Los. .Angeles and to :the Pacific Compaxay and we 

believe' t:c.is to be t~e.. as far &s the COmpany is concerned. 

notwith8ti~ding the fact that the war and conditions resulting 

troe the wa.r have 18.14 :f1%lQ.!lCial burd.ens on this Comp&~ which. 

in 500e respects. have been ~ore onerous than other telephone 
companies have had to contend with. 

-10-
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We do not believe. 1n view of the facts 1n the oase. 
that the matter o! a rate baS& is a controlling ~s¢tor in the 

fixing of the rate", of this utility 'at this time. If. with 

reasonable rates from the etandpo1nt of the SGrvice ~endered 

and compared with rates for reasonab17 similar servic& 1n . . . 

other cities. this applicant can earn a fair return &tter 

operating expenses upon a. re&8ona.blo rate base tor l.ts propertY' 

used and. usef'al in the public service. we sho1:Zld. not hea1te:te 
to fix suoh rates. on the other hand. i~. 1%1. ordar to MCure. 

& theoretically fair return on a thaoret1esl rate '0888 an un-
rea,son&ole obarg& 1~ the form o~ 8o~norm&llY h1~ telephone 
ratea had to be l&1d on the Los .Angeles telephone. users .. : W8 

" are of the opinion. ths.t' such a. procedure wouJ.d res~ t 1n un-

just e.nd unreaaona.'ble ra.te.a and. in a. 'burden the subsoribers 

should not be &eked to bear. We must remember.. &s :tnd1oa.ted 

above. that the competitive conditions o~ the past made ~oa­

aible & profitable operation of the Pacifie COmpany's Loa An-

. ge1es business. At the time o~ oonso11d&tio11 1n 1916. there 

were over 60.000 telephone stations on the Eome COmp~T8 

plant and over 68.000 on the Pacific Comps.:lY'S plant. and 8. 

l.a.rge proportion o~ these were duplicate. eta:t1ona.. The great 

ma:or1ty o~ these duplic&te statiOns disappeared with the 
progres8 o:t 00ll8o~1dat1on. ~8 meant an 1nevi table 10e8 1:0. 

revenue • ~ere 'Ra.e also some decrease in opera.ting expenses.. 

but not proportionate to the decrease 1n gross 1nco~e. ~er& 

was a considerable amount o~ duplicate p~&nt other than dup-

lica.te suosoribers' eqUipment s.n1 it- is in tha reeordthat, the' 

extr.aordinar.Y e%pensea 1neident to eonso~idat1onwere large 
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and. J:.aVO ~xtended to the present 4&1. with the end not y&t. 

~h~2e conditions cleerly were and are the &ttermat~ o~ the 

period o! compati ticn a.nd 1 t would. be unreasona.olo t.o place 

those oosts and 108SOS entirely upon the present subscribers. " 

1'h18 would be the more Ulljust1:riablo 81nee another tul&v014able 

cODS$quence o~ paet coopot~t1Te 81etema and thoroughgoing 

tUl1f1oation is unsat18:f'&ctoX7 service during the pe~od" o~ 
, 

transition. Such ~at18fact0r.1 service the City o~ Loa An-

gelee: has h8.d to bear and is still bearing. 

While. there~ore. in O'llr op1Zl1on. a. ra.te ba.a& 18 not 

an ees'ent1a.l fa.ctor in thi8 prooeeding. we shall. nev.erthelo88, 

briefly review the evidence on that 1tec and indicate our con-
clusions. 

", r 

There is not ava1lable to the Col:lm1881on an exact 

inventory o~ the operative ph13ics,l property o~ the Co~ as 

of the present t1me, but it was ,agreed by the Eng1Dear1ngCon-
' .. ' 

f'erence that the delay and expe.nee inc1dent to the mak1ngo! 

SUCh an inventory is not wa.rranted ~or the pU%poaea o~ this 

proceeding and tlla.t the valuatiOns made in the 'consolidation 

prooeeding could. be brought to dAte 80nd used 1n this caee. 
, ' 

~he follOW1ng ftlv.t10A eet1mato8 are 1%1. 'eVidence: 
.... " . 

!Y the Company (8.8' of October 31, 1921): 

. (a.) Reproduotion ,cost now of prop&rty at 
Septemb&r' 30. 1920. price~. plua %let 
additioll.8. 

(b} Eeproduct1on eoet new o~ property 
,(Exhibit lio. 24). . 

(c) Reprod't1ct1C;)n' cost new of property 
1~s8 depreciation (Exhibit No. 24). 

(d) hir valUet o'! property plUs llat 
additions. 

, (0) J.etus.l po~()rma.nce appra.isal 0"£ plant 
and working assete (Exb.1b1 t lio. 25)" 

-'12-

$47.720.000. 

39.278,100 • 

36.089,000. 

.30" 700.000. 

24.050.250. 



31· the Ci t;r: 

(!) -yaXS)rroID rate baBe- 1920 . (pa.ge .27 
Exhibit "A" :::ngmeering ConfeX'Gnce). $15.07l.084. 

, g} "Ra. te 'b&8e foX' end. o:! 192111 tBoa.rd of 
Public Uti11t1eu C1ty·o! Los ~le3. 
~1b1t ":3"). 17. 250 .. 0Z2. 

By the Commi8s1on's ~ee~ p!partment: 

{h) :Rate 'base 'as of lE8.rch 31. 1921 Q:xhib1 t "J,!' 
Engineering Con:terenee. page 45). . .16.520.000. 

fb,e ::ng1neering COD:terence pOints out that the :r&te 

ba.8e '!igurea &8 o'! JiBreh 31. 1921. ahould be brought tOo' 8. 
, , 

ater date and. the.t there sho'Qld be added ma.teriala and aup-
p:L1ea. o:plo,..ea I working ~da. &%14 other work1ng cap1 tal. to 

the extent th&t current e&sh roee1pta do not talce ea.re o:t 

current ca.a.b. expenditures. We shall 40&801, wi til the question 

to whAt,extent e~nd1tur&s not 1et.made shejl be c0n81d.r.~, 

in f1X1ng preaent ,.1"&t08 'Wlder another heading in this, op1%L1on •. 

(1) Engineering Dc;ps.rt:centfs ra.te ba.ee. 192Z. on ' 
basis of 1'70.000 sta.t10.JllJ (19.600 additional. 
atationa over Ms.reh 31, J.,92l). inel.u.d1:ag 
ma.ter1als and supplies. e:lplo7eea Y, worldJ:lg .' 
:tunde and additional capital required. 23-.800.000. 

It 18 apparent th&t theae valuat10n ~igure8 di~or 

within ve1"1 wide limits. The difference 18 in ,part acoounted 

f'Qr by the :fa.ct- that d1:t:l!er1ng dates are used ~or the oat1m&tea. 

~e important :"o~.ons. for the wide d18crepa.ne1e~. however. are 

to be found in the differing methods o'! v&1ua.t1ons 'and 1n tho 

variety o~ tacte and principles used by the several witnesses. 
. . . 

It sho'O.l.d a.l~o. be 8 ta. ted ths. t the f'1gur& under (1) 18 baaed. 

in :po1llt of time. on the year 1.922 s:a.dths. t to 'bring the pre-

ceding f:tgurea from (a} to (h) .. 1neluS1'9'e. to the same b&ae. , . 

aJ.J. of them would. have to be 1llcree.aed 'by /l. l.a.rge amount C::::z:-
h1bit "A" Engineering Conference. page 70)". 

-3.3-
"'., . • r':, 
~:#l.J '.>'11, ;.-



~e Company doos x;.ot claim... however. that its 

i'1gu.re3 under (a). (D) and (c), should, be taken by the Com-

mis8ion as a proper rate oase. ~~y are given,meroly &8 

indicative of certain measures o~ val~e and'O~ reaults ob-

tained with eerta1'n valuation m&'thods. ~he :fourth va.luat1on 

!1gure. '(d). is stated by the COl:lp8J:lj" (:E:x;h1oit No. 20.) to 'be 

"the min1nmm. f&1r v4l.ue or p~8ent worthw. while the ,f1~tl:z. 

ti.gura. ( e). 1e termed "an aetUs.l per!ormance appr.s.18aJ.", '07: 
.. 

the Company.e.nd it 18 a.rgued that a lower figtU'8 oannot be. 

given consideration by the COmmission in a rate e&ae. 

, It 1!JAY hero be :looted that all of tho vaJ.uat1on ~1g-
" 

urea shown' above, (and others .in add1t:1on) wore. thoroughl7 

analyzed by tho engineers of the CO~, th6 C1t~.,.a.nd ·the 

Commission. in thct Engineering CoZl:!erenee a.Oov~ .refe~ to 

~d 1n :e:xh1b1t wA.ft, the report o"! th&t Con:!erenee to the Com-

miss1o~. faa Commission 18 thoroughly aware,. therefore. o~ 

t,he s1gn1f'1es.noe of theae var10u !1grL%'e8 from tho etandpo1nte 

of the seve:ra.l interests. It is pOinted out by the Comm1as1onY 8 

ohie~ eng1l'leer in Conferenoe bh1b1t 'itA" (page 30) that ,:ae;u:re 
(d) includes a~l intangibles such 88 the value of the businoss, . 

I 

prospe'ct1v& earnings under ass'CJ:led rates. ete •• and 'tb.a.t the 

figa.re. on the face of it. 18 not 1n.tended to be a :rate .08.8& 

but ra.ther an estimate of wba.t this property 8.8 8. going concern 

would be worth under rates. giving a:a. adequa.te return upon this 

est1ma.ted'''present worth". It 1e turther pOinted out that 

since it is the rates ?1h1.ch are at issue in th.1s proeoedi:o.g. 

th1e figure oan have no direct relation to & rate base • 

.,1 th re:!erenee to ~1gure fa) -' ("actual per:rorma.noe 

,value"). the eh1e~ engineer :pOints 0'111: th&t this :figaro, 8.8' .. --. .. 

thatto%m 18 ~d by the Pac1~1e Com~. is a repro~uct1on 

; ··1 ... 
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Qoet 6st1ma.te of existing property on thebas1s o'! laOor and 

mater1al costa 1ncurred over a lim1te~ period o~ time on a 
portion of the property under operating cond,1 tiona. .1nd he 

states that this method of valuation does not proVide for a . 

cheek o~ the re&eonab~ene8s or unre&8onablemess of ooata and 

aooepts. whatever oosts were aotually 1noU%':l:'ed by the Compan~. 

regs.rdless of whether they be normal. too high. or too low. 

This statement appears on page 37 of -Co~erenee ~b,1t ." A-: 

~The engineering department (o~ the Commission) 
has never been &b~e to agreo that 8. 80-oalled actual 
performanee appraisal. depreciated or undepree1ated. 
is a reliable index either to a rate base or to 
'va.l.ue r. It 18 our o on tent 1 on that. 1n ,order to 
dete~ne thereasonablenes3 o~ so-called aotual 
per.fo~ee figures. it is necessary to teat them 
against invest:osnt or h!.stor1eaJ. re;prod':letiotl._eost 
ineurred not under operating eonditions but under 
eonstruction conditions during 8. reasonable eonstruc-
tion per!od." 

Since the Compa.ny. as also the Paei!1e Company. 

appea.:-s to put grea.t we1ght upon this particular method o-r 

valuation ~~rpurpo8e3 of rate proceedings. it i8 pertinent 

to say that. in our opinion. the ~bjeet1ons'1n the preeed1ng 

quota.tion appear v8.lid and ths.t we. should. b~ unwilling to rely' 

on such a valuat1oneet1mate to the excl~1on ot any other. 

We make thia statement 1n this pls.ee because the so-es.~led 

... 
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aotaal :pe:r.::formance ~18ur.a wore Pasae4. upon. in a. meaaare. bY' ~a 

Comm1a81o.u ,1ll the dec1a1~n 1n 'the consol1dation ease, heretofore, 

ret'err.d to. ~e COI'IID.1sail)Jl. did not'the.21 a.pproTe 'the 8o-c~e4 

actaal perfor.mance method, o~vala$t1on and we,aee no reason,~or 
a different co~cla81on. 

. , 

The C1ty •. 1n ita Exhibit .. ItA". objects to all of tlle 

'C~~8 valaat10n ~1gurea. I~ prinCipal ob~oct1o.DB~ be 
, . 

. ' 

aammar1,zed ae ~ollows: tho reprodaet1on o at1me.toe· are based on' 

an 1mprobs.bJA repre>dact1on scheme; nO' &ccoent is t'llten of 4:a-

.pl1<:s.t1o~ the. con41 t10n per cent gj.Ten 1& not aat1a~8.cto%7; . , 

1:c:ta':C81ble valaea are excessive; ,coat of add1:t1one. is based on 

no>com:pet1t1T&" tabclation of probable current coats;, no &ccoent 
, ' 

is taken of actual per cent condition of :propertr, :per.!o:rmance. . ' 

'valae is based. on at J.e.e.st one T&laat1on not approved "b,. ,.Coz.U,..; 

m18810n in the consolidation proceeding; no~~otu>n is made 

-tor deprociation :1n per'!ormance estimate. tlhe City' 48o'!or & 

".re-chacko! all qaant1ties and the' appl1'cat101'1 o:! new tU:lJ.t costs 

approxtmating historical costa. It also reqa~8t3 a re-.4ete~ 

t10n o~ condition per cent. ~ principal po~t of object1onb7 

the. C1~ to· both the, COtlpa:ay~a. and the Comm.1sa1on'a e~e:d.ng 

department"s Tala&t1on est1ma.te8 is. with re:!eren~ to. t,h~tre8.t -
.. 

ment of the depree,~at1on resen-e in the T&JJ2at1on· and in' the 

rate base. ~e C1t71ns1sta that the deprec1&t1on resorve &Cca~ 

male.ted. b7 the C~ is. too high .end. that tat portion which 

has 'been invested in plant ahollld be deducted ~om the :z:08.te base. 

!I!hie matter will; be d1aecssed ander anotherhes41n,g and 1 t 1a. 

'8off1cient to .tate· here: thl!l:t 111 the City's ngarea above;· . , 

,both andcr (:f) and. onder (g):. there 18 'dedactod. :!rom. tho ot:ber-

wise "maximtlm rate base" the, scm o~ ~ .. lSl.Z27.00. ,this being ,"the . ' 
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~G~t G~ the depreciation reserve ~ested in plant. .~he 

City' 8 figures are baaed on the Ts.laations made b,. the -eom-
.miasion's engi.neera·,1n the eonso114.a..t1on Ct\8f>~ ~ter maJdT13 

allowanc. for dapl1cate plant a%14 w1thllot add1ticns between 

December 31. J.916. and laiarch 31. 1921. In item. (g) the net 
, " ' ',' .. 
~dd.1 tiona have, .boon eat1ma.:ted ·to thEt' ena o~ the· year 1921~ 

.' ~.b.e eng1neer11lg department's tigure onder (h) i. 

roached'&tter an &~818 ot th. valaation ~igc:res~ aDd o~ 

the p~rt1021 dealing with the secori ties to be 188ced. 1n 

Decision 3845· above r&~.rrea to. It 18 concladed th&t . . 
the Comm1sa1on.whencoDBol14&t1on was per.m1tted~toQk 

.as the' beat mS&8ure o:f TalcO the historical' reprodact1on 

'coat deprec1s.te4.ana. that this smoont ahoald.~ therefore •. ~ 

takon as the figore representing most nearly tho rate. base 

on the d.e.y conao11d8.tion oee,orred. ~. conee'tnees o:t tlna 

:figar. as a. theoretical rate base 18 80ggested "'becaaee the 

new COmp8l'l7. 0:0:. consolidation, took over all' of the aaaota 

e.nd Uabili tie S 01: the two old. companies" 1nclcd1xlg 'the 

roserv. ~ar accroed deprec18.tion. To tJ:z1a :December 31. 1915 

:!1gar~ the eng1neer1:1g department ha.s &d.d.e~ t:ba'ne't aM1 tiona.,. 

undel'ree1ated. to :March 31" 192J.. ,and tl:l1s 18 t~ !1gare 

'shown andor (ll) &XJd. des1.gnated .as the 'theoretical rate base •. 
. ' 

~he term "theo:re"t1c$l :rate b8.se is aeed by tho Com-

mission I·S eh1ef eng1ne~r beCs.~se 1"t ispo1nted oat that the 

, :figares 'Shown. Q%l.der, eh) am' (~) > do not reflect the "val a .... 
.. .. "," .., .. 

&8 the term 18 ordinarily ~ae.~. o'! th1spropen:r. .~h1.s ,is . . .... ., 
becaase of the effect· of the ~actor of earning pawer. ~8 

factor 18 Q.1scassed in ,the eng1n~or1:c.g de:partment~8 me:nOX"!t.D-
\ ' 

dam (Co~eX"e:c.ce Exhibit '!J..w• :peee 46) as folloR: 

." . 
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, . 

E&rn1:og Power: 

"~e :figo:re o-! $16~520 .• 000 doea not in: 8:1lY sense . 
,indicate .the ;present day "val-ce ft o~ this pro-perty in 
the sense that the te~ valae is aeed ~ the estimate 
o:f the: COXlll>~Y8 p%'~a1d.ent. :for 1n8tenoe. It 18, acknoWo 
leage~ . that· the v8.100 ot pcbll.c ct111ty properv'18 
ms.d& ap .o:! two· pnne1:psJ. elet:.ente: :t1rst. tb.e plant. 
lleC6saary to prodoce the "8ernce; socond..' the earning 
power of the plant., When meaauzed. by ti:x1a universally 
recognized sts.ndard. then the present va.lco' o'! this 
~ropert~'1s'Tery mach leaa than tbe £1gnre snown above. 
This 18 tree becao·se i't is now earn1ng.end ht1.s been 
earning.s1nce its existence onder consolidation., & 
very low' retarn. and & retorn which' 18 below the . 
Qost o:f money. Forther.more. the profits ~om the ba&-
1nesa have 'become amaller and. 1%1 ~920.,a.ecord1::g to 
the coml?any-s annaal.report,. there was 8. l'rof1t. s.~ter 
operating expensa, depreciation. taxes and rents. C>~ 
only $l08.40~OO (this SCl:l was available for the pay-
me,n't of .1ntere8t~81nk'1J'lg·:r.tlnds. amortization and aur-
plea. 1!b.e interest c.hEirgea ~ accrae.d for that yes:r ~ 
amoa%l:ted to .apprO:x1ms.teJs $429~OOO.O'<». For each :;ee:r 
since Janaa:t7.,1~19J.'1. the gross incOrle ws.s e.8 ~Oll0W8 
(gross income 1a tho amOQnt' . available ·~or 1n:tere.st., 
othor f1xec1 ·charges. dividend.s and. earplos. s!ter t:be 
:p~e:o.t o:f operating expensos. 1nclcding depreciation 
and taxes): 

. Year end1l'l,g December Zl~ 191'1. $65&,674.00 
Year ending December 51"l918 • . 260.92:2.00 
Yeer end.1ng DeeemberZl.1919, '101,696.00 
Year end1l:lg ~cox:lber Zl.,1.9.20" 1.31.,.46C.OO 

(NOTE: ~hese :figares. are sabjEtc.t to some lh04~1es.t1on 
. be cae 8e • of interv&n1118 :fed.eral eon-trol.). .' 

I~.:therefore~ ,~e past and present earning power 
of the pr~rtywere taken 8S one ~etoro:f ftTalDe~ and 
of ~rate base", as appears tobe tz:rged by "th&.compaxlY'. ' 
then 1 t is 'apparent that to whatever exte:lt th8.t ~aetor 
18 tamn :tnto consideration.1.t mast operate 8.8 redacing 
the :figare :foand :for the pl8nt alone. 

~e p~e8ent inStance &!tords & perfect ~%8mple o~ 
the ans.vo1d8.l>le reasoning 1n 8. c1rele" 1~ 1 t 18 claimed 
that. rate8 mast be based on "ve..lce" &%ld t::ca.t '!v&J.ae~ 
mast refiect, both plant alld ear.d.ng pcwer. 'Ond.or scch 
a theo17 it 1aapparent. in this es.se th&t W1 th the ex-
isting rates the Talco, and. therefore 9 the reto· base .. 
of this pro:pert:y i8 mach lower thsn 8.1iy 1nv.,s'tmen t o'r 
Talo8.t1on :figure .• and to whatever extent t):l.~Comm18s1on 
increases 'the rates. it woald" of a necessity. inCrease 
the earn1llg po-mr and.: therefore. the '!val ue" an.d.;' 
there~ore. the "rate base". _. 

lie1 tl:.er can it be sa1d that the :factor of esrn1ng 
power had. s. ',dit:!eren,t in:nuenee :prior to C0ll8olidat1o;a.' 
It is in the record 1n J.ppJ.icat1on 222'1 ~ here'tofore ' 
referred to. that both predecessors. of tho' preaent"Com--' 



" PSll7 carried on 8Jl. unpro~1 tab:!.e Dua1nes8 '!or a number 
ot yoars prior to 191& and probab17 since the ~$ar 1903 • 

. when co~tit1vo telephone service doveloped 1n Los ~­
geles. It is equally true that. under eompetitivo'oon-
ditions. these 108S08 'Wol2l.d he.va co:a::1llued i=' coneol1da.-
t10n had DOt .been brought ~.bout and permitted by this 
Commis8ion. 

The Engineering Co:foronee 18 agroGd that tho taetor 
o~ p.e..st. present. and prospect1veea.rn1ng power is a. 
negative. quantity. in this property ~ wo'aJ.d result 1XL 
a further reduetion o~ the figure ot $16.520.000.00 ~ound 

"above. It 18 also agreed that a. oa.:p1 taJ.izat10n of & 
pr08~oet1ve rate ineresae by t~e Comm1seion would be 
'tUlSound e.nd unreasonable and that such capitalization 
should not be ~rm1tto~ in ~ degroe to ~8et tho rate 
base to bo ~ou:ad in th1~ proeeed1ng.w 

. . 
A carefUl eonsideration of thefaete dealt with under 

th1~ heading justifies, we believe, the designation -theoretical 

rate ba.se" to s:.t:J3 ra.te ba.so :t1ga.re that As.s been 63t1ma:tedb7 the . . 

C:omp~'S, the City's. o:r the Commiss.ion's engineers. We believe 
, . 

a distinction mnst be made betweon a. rate base onwh1Ch it has 
~ • . • I . 

been,:'poss1ble toea.:rn. 8. :ta.1r :return in "the past. under rates 

~&1l"to the pu"Olic. and a rs:te. base on wll1ch a. ~ :fail:' :return 

has'not been and cannot at the present tlce be earned unde:r 8U~ 

:rates·_ Considering :the earn1.ng poss1 b111 ties of this propertY' 
. ., ' ~ , 

during the time prior to the, oonso11da:t1oXl. and to the five years 
ill 1/. • . . . 

8ubsequent thereto. it 18 not po8sible to sp~ak of tJ.n:3' but 4. 
. \. . 

theoretical :rate baee. 

We shall· indicate under a later heading what ra.te of 

retun this applicant IJJS:Y be expected to es.:rn. on one or several 

ea.p'it&l figures. under rates fair and reasonable· &like to the 

Comper.ny and to the Su-c3C1"1bers. &tte:r operating expenses a.nd 

reasonable allowance for depreciation and proper allowancos for 

taxos ~d other 1temshave been ~:ro~ided for. 

Z.,Dup11cat1on o'f PropertZ-

The 0ity maintains that the Comp~'e present telephone' 

pl~t. is still burdened with a considerablo amount of duplicated 

p,ropert7. resul. tixlg from the consolids.tion of 
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.~o compet1n,g ayatems and th.s.t the amoant of sach. duplicated 

'cost ahoo'ld be eliminated. both, as :1:1: attect8 the' rate baa. and ' 
, .' 

operating ,~XPCn8&S. I~ is '&aggested by theC1ty that the onl7 
, . 

aceorate way' of' 'determining SD ch dcpl1ca.t1on 18 b7 meana of & ". , ,.' '. 

~~:f'al.f1eld at~~ The, ComPat17. on the other hand ... J?o1nte oat 

that the chief'item O'! ~pl1cat1on was 1%1 the t1IO tel.;phoua 
• • •• e ," " 

the.t m&n7 ~ople ~ been tinder the necossi ty o:f ,1n8tall1ng 
. ~.. . ... 

prior to co~o;id&t10n. All these dapl1cat1onaweresabseqtlent-
" ",. ,. 

17 removed. wi. t11 the' r&80l1;' that ~a.c1l!t1e .. 'Were made '&TaiJ.able . . ~ , . . . 
,for, actd1 t1on&l. 'baa1ness. It 18 also, po1XLted oat b:r the Com-

pany that the e.dd.1 tiona to the pla:1t m.a.de s1nce the dato o-L . . 
: C0J18olid8.ti,OXl.: (ltO.7 1~1917) represent' a. ver:; large Prol'ortion 

, 01: ,the ex18t1xig' p~t and' ea:an~t be c01l81dered" 1n 8JlY aenae • 
• " ., J 

. as havillg -dupjj.oe.t10n 1itcladed.. III the Comp~'a ~1niol1 there . 
,. ' " 

1s .. ,no dapl1ea.t1,on ex1ati:og 1nthe operative proper.t7 at tlxta, ,: 

time. 
We are '8&t1~ied that thee:t:teeta o~ the enatence,. :five 

years 8.g0. of two' separate telephone plants of pra.ct1C3l17 ,,'. 

eqalll imPor't8.llce aro still preeent to some extent.,' ~ Co~ 

, .mission'~' eng1X1.eers . ,point oo·t that thereat:Ul .. of nGcess1 t:.v,. 
e:c.sts dap11es.t1on in the matter of poles. :right of W&7. 8&8 .. 
.' . . 

m.enta 9 c.e.ble ~ condoit ~ehes. and central ofi1coa. md other ... ,,- , , ' . 
,:1'.tcm-13 .• ' Thi8. duplica.tion mast ha.ve 1 ta effect on the eost o"! 

,"-:.. . .~" 

th& 'plant as 'Well, as. on the cost of :opers.t10n.. ilia are not per-

" ,'aoa.de4 howe;;':'", :tll8.t the loss resalting :!:ran 'thia condition ' 
• ' 'A 

.~OOld 'be 'b~~, by the C~ 1Xl its' entiret:y. ~ pobl1o Us 
, , 

bene:t1t6d .. to 3,ome:extent at, least. b:y the e:x1atence o:t thiS: da- . 

pl1~,t10:c..' ' ~' spare plant made available b7 the &cozmect,1ng 
. ' 

.. of, 15.000 dapl1ea:te stations made possible 'the taking care O~& 
, . .. -, 
~. cona1der~bie'n~ber o:f'~w telephone applications onder the&b-

, normal material' and f'1'D'sDcial eond1 t10l:l8 preva1l1xl8 1n 1918 

. and. 19l9. It 18 also a :tact that the combined" se:rv1ee of the 

--,""'to' 0','.,., t 



two former systems has been delivered to all subscribers at the 

rates in effect when the ousiness was divided between two com-

,peting concerns. We reach the/conclusion that. from the stand-

point of the rate base. the duplication reflected in the engineer-

ing department's figures under (h) and (1) in the preceding head-

1ng is fair and reasonable to the Co:c.pa.~ and to the public alike. 

and we shall not make a further deduction on that aeeountun4er 
~per&~ing expenses. 

4. Oper8.t~ costa snd other expeDSes and ehs.r~8t and est1mated 
revenue. 

It is our purpose to fix rates in this proceeding which 

will Sllow the CompSJl3' reaaonable opera.t1ng expenses. including a. 

proper allowance fordepreeiat1on and taxe8. reasonable compensa.-

tion to &t:t1lia.ted e'om'Oaniee 'for service rendered or value re-. ~ 

ce1v&d and. in addition. a. reasonable fair return having in mind 

the essential conditiOns surrounding this utility. 

A careful estimate o~ operat1%1g expenses neeesss.:ry to 

the C'Olnl'S-nY wae worked up by the 'Sngineering Co:a.terence. On 8. 
I 

number of such expense itema there i8 agreement; on other items 

the, d1~~erenoee of op1n1on and the reasons there!or have been pre-

sented to us by the several engineers. We.shall summarize the 

a.gr&od 1 toms and then ,br1eny discuss the 1 tc= in diSp'o.:te.. ~he 

estimate of operating expenses for tho year 1922. baaed on ourrent 
expenses plus es~1mated increases and ~1gured as average unit coets 

:per station. and ta.lOng the average l:l'Wllber of stations tor tho 

year 1922 as 170.310. is aa follOWS: 

1. Ordinary repaira. 
2. Stet10n removals and 
3. Traffl.c expenses. 
4.. Commercial. expell8e8~ 
5. General ex;pens6e. 

Sub-total.· , 

Unit per at&t1on 
-oer month 

... 

-21-

.860 

.140-
1.200 

.47S 

.085 
2 .. 760 

88.,--

$ 1.757.599 
, 28&.121. 
2.452.464 

970,.767 
1'13;71& 

~ 5.640.667 
$5,641,,000 ' 

• " +/ , , 
, .,' ", .. ~ ...... ""'. 



, . 

.. 

1lo.1 t pel' Station 
per Month 

2.'160 

6. Rent 4~d'l1Ct1on.. . 
. 'l. Jmort"i:at1on o~ lauded capital. 

S. ~e 

Sub-total. 

~otal. per 
Yeat"· 

$ 5.64l.ooo 
30.000 

2.500, 
" ,480,000. -, -

~e amotmt~ shown opposite items 1 to a above are re&Son-
. , 

·able:. eat1m.a.tea o~ the actual amount o1! expenses that W111:b&'7e .. . . 
to 'be: met d'a1'ing the ,.U :7.922, rege.rd:Les8 of Whether these 

amoWl ts ma~ be eona1de:red as normaJ. Ol' a.bnormal. It is the 

City's p08ition, howeve:r. ~at ~:rat1ng conditions, ac4 the%e-. . . 
.. . 

~oX"e ope:r.&t1ng expenSes, e8Zll1ot be-,cons1dered as: normal .at ~ 

preeent time, no%' in 192,2. The C~ty ttge8 the use: ~ &Ve:rage 

figures over a nmnber o'! :years. p:roperl,. &djusted to allo.... !o:t' 

'aJlusual. conti t~on5 obta1n1ng b~ l:.ee.so%t o-r' ~x:ts.t1l:xg duplication., 
, . 

delqe4 installations. s::d the present period. o~ =as1l8-"7 he&V7 

constra.ct1011, •. Bee8tL8e O'! theee conSiderations., the Oi t,. co~­
tend.s for s. general rectuct10n of o~ra.t1Xlg expense items a:ad , 

pa:r: t1cula.rl7 . :for a. lO% :reduetion 1ll 'i tema 1 a:1d Z. . . 
';'e have 8l%ea.d;1 sta. ted our views: w1 th l'e:fere:c.ce to 

duplication: W1th'r~erene. to a.bnormal. construetiOn con-

d1 tiona. and tl:le. 81 tuation restU. ting :trom delayed 1net8J.lat1ol'l8., . 
we believe thtl:t. as. to the ~orme:r: 1 te"m. the actual. ope:rat1ng 

c08ta should be: allowed' unles8 there is ev1deDCe that With', ' 

mo%'e- e-t:!ic1~t management and operation 8ue~ oostecan be re­

dtLCed.. E'o e.V1dence to that e~feet 18 before: the. Comta1sa1on 1:0. 

this :9:roceeMng. ~e' ~tte%' of deJ.qod 1nstall&tions. will h&w 
.. 

attention in the eonsid.eration of thoqu.s.l1t,' of the: 'service 

!t"endered by' the 'compan,. and its etfeet··upon the rates. 'We· ea:a. 
. . 

als~ not be tz:mn1nUtxl. o~ the ,:fact t.hat the ttc.prooedented growth 

of the City of Los Angeles. in building a.et1v1t,. and 
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population .. '8%14 '121 oxp8Jl8ion of aJ.l eon" o:! bua1ne88 ontorpr1so8. 

h8.8 cre.a.'tQd an equally unprecedented demand t:or tele:phollea. ' 'Wo' 

8eG no 1ndies.t10ns just1t:71ng & belie:! th&t· th18 growth will be, 

reta.rded or come to 8. p8.'Q.80 1n the tufue. On.the OOl1t'r8.l:'7. in: 

our j'lld:gmel1t. the 1ndica:t1ons 6.%"e ths.t this rems.rke.'bledevelop-

,ment will con:t1l:Lue and the O'on4.1 t10ns wh1eh have boon de~.e;na.ted . ' 
" 

asa.bnor.ma.l in th18 :proceeding maY'. 1:0'1: some ,c~ris:r.d&r&blet1lne. I. 
, . 

to come. prove the llO:rmsJ. condition ~·Los ..4J:1g&lea. :S:old1ng ~o: . , 

this conclua1on. WO BOO no juati!1eation for '8, poreenta.ge roduc-
, 

t1011 in the operating expensos shown above ona.ccotu:1t 01:, ·tho;r: 
, : 

on, other oXpense 1 temethere 8.%'e ma.~r18J. d1!:I!erencoa 
.., • , • •• ,<J ,., . ' . 

and it will' be neCe88&17 to ana.l7Z$ tho moet 1mportant,.onea·~ , .. . " . 
some.detail. 

Depreciation •. 
, . 

We consider the matter, of depreciation. ~~ great 1mpor~' 
, . . 

al1C8 undor opera.ting expenses of $1,428.000 •... ~e al.lowance oa-'· 
~ " 'II 

" .. . 
t1ma.ted by the Commias:Lon'8 engineering department fo,l:' :thEt· e.ame,· , 

. # , , . 

,-ea.r i8 $730.000 a%ld the City urgaa a.e . a ~101ellt, ailoWan~e . ' . .~. 

the sum o~ $610.000. It will be well to atat$ the base8 for' ; , 

these three figures. ~e Comp&llY f1gur&a :1.ts:d6pree1a:t1011 al-
" 

I I'. ..' • 

lowance for plant and· eqtt1pment on the 8o-oallodatr8.1ght'l.~. ' 
method and on the book amount o~ depree1&blo propert,. ~or tho". ," . ' ". , . .. ~ . 
avera.ge' o'! theye8.r 1922 ($23.800.000). To the cost /.Shown on, ' . " .... 

~ 4 ,". • 

the, Comp~rs books on Se:ptember 30 .. 1921. the:re 18 added' the. ',' 
• •• • ","oj 

, . 
estimated nat additions ~or· the bal.s.neo o~ J.921 8Jld., ~ o:! 1922. 

" ' • ,~ • I ....... • 

An exha:ast1ve at.9.tement has boon filod w1th tlle Commi8s10n by the 
\ .. . . 

Company shOwing its poe1t10:c. 011 the matter o'! depreciat1on. 

It 18 d1ff'1e'CJ.t to 8'I'lmms.r1ze tMs e:rtene.1ve presenta.tion.' ,It , 

maY' be stated. however. tha.t. on the whole. it 18 baaed pr~·' .' 

c1pall"1' on accounting 00%1-

-22&-
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,.', 

'sidere.:tiona and on the clas81~1cat1on 0'£ aceoants prescribed b:r 
"oj .... 

the Interstate Commerce Commission tlJld b:r this,Com:n1ea1on.' ~he' 

ComptJ,nl'" m.s.1n'te.1na t4t 1n maiD. tene.neo expenaea1 t 18 ent1 tlO'1 

to 8. deproc18.t1ona.lloW8J'lee, ~or'all 10 88ee.' sof:f'el"odthroagh the 

corrent 1&8sen1ng 'in"value I o~ t~ble pro;pertr t%'om .eara:c.d tear 

no't covered by ,carrent repaU-s. ~h18 1nCladO~ obaoleaeence 'and 
. . 

1nadeqaacy reaal't1ng' :!rOD:: age.'·'phy8ica.l chDll8O. or sapereesa10:z;t 

by reason 'o!"new 1l1T~nt1on8 a.:o.d. diacc>vonea. cha:z:lgoa in' POllQl.tLr 
, -

demand., or pab11e-, reqa1rements. and losses atlUered tllroagh do.' 

at%'tlct1on o~ propert7by extra.ord1narY C8ao~t1es. Under this 

accoant1ngc1etin1t1on"the experience. over &namber of ye~s.~ o'!' 

tho &880cis:ted :sell telephone eompa:a.1es tl:.l"oaghoo't the United-' 
, '. ' 

Stat,Os. 'nth pe.r-t1cQlsr reference.. perhaps,. to 't-he experience-

,o!, the'heific Cocpany. 18 aeed. and the percentage". thaa ob-
, , . . 

ta1ned ~or the v8r1ooa claSIJ.O&, o~ ,property -are appl,j.od, to tbeo 
.,"" 

:propert,. of the 'a.pplicant. 1:11 inspection 'of 8pplicantt:e. ,annt1u, '. . . • ,~, ',.: ,i>' j ~ -' ! • 

reports filed. With this Commission shows. how$'7cr,that the:d~ ... , .. 
pree1e.t1on r8.~08 have ¢banged. ~om 'time to, t1me and that'.' d~r1llg' 

, ..... '. •• ~' • I • \". '," ., "',../ • :',' • ~ 

the period of federsJ. control, the proV1siona, of the- :!ederal, COD-
. ' ' ". . .. 

,trol. auperaec1ed tho' Com~" s practices.. '!I!h& Com~ and the,; , 
..' . ". ", .'" .," '''':':'~'' ~ . ': . 

, I ' 

Pacific Comp~ both reeogrdz,e the tae:t tbat.,>O:f· ne-Ce88~t,.. ana.! 
. • " .,',.. I' e,",' 

in th.e n.c.tare o~ th~ llgS" a:tJ:¥ depreciation allowance mas't par.t8Jce 
, ~ . 

.. . . ,. , , .. -I" 

, of the ape calat1ve, and that the· amot1nt in the 'reserve ca~o~. at 
. e::tJ.'3' t1me. mea8~re the actaal physical depreciation and ~ ¢o~er8e"17. 

'.: f4' - . -
_ tho :physical depree1s:t1on. a.t a given time,.' CI!llllo't mea.sare "the, . 

, • .h ~ 

.am.~(lnt which ahoal~ be. , in the reserve. w:~: ma.st be' 8'0 b~ce:O" 
the, Fese,nt phys1ce.l condition o'! e:JJ:3' pro:pel:"t71a a p~s:1 ce.1 ~aCt. 

" 
'l!he amoant whieh. moat go into the reserve i8 neco8881'11,.. to.-a' cer-
tain extent. based on, :b3:Pothea1s. becaos6 tb18 rese~e must pl:~.4e 

. ,~ . .. 
. for :fsets and cont1D.gene1es which have not 7et, occarred tUld which, . . .~. 

lie. in the fa tare. ' 



~hc Co:nl':lr.y tnkee the position t~t t:nc.c;:' tile c.e-

rC$c::'ve in c'l't..1.S.l :!?er1od.1cal 1nsto.ll:1cnts on the straight line 

would be unlawfUl. It ::a1ntains that 'the ratee fixed -:,y it, 

the o.:::lC:'JJ'l ts :9ro,oce~ to be . set o,e1de i: thlz :proceed,1ng p',nd 

tr.e me tilod:=: adopted. by it 'to;:' the o.ce~u.lS:t1on and use of 

the rese;:,ve muzt not be 1nte:-l"e:-ed with a.nd· toot at leazt 

the au: of ~1,428,oOO is re~uire~ to cr~ble i~ to render e~­

ficicnt cc:ovice.. It ra.o.y 'be .stated ::h..:.t the·:net:b.oo. uoec. by 

the Com!,>~.ny reoults in a rate very elosely approxiItat1r..g 

6% per ann~m on. the tot~l de,:eeiable :p:operty. 

method. The City cor..tcndz tj:at the :.'l.te o! ap~ro7..i=c.tcly . .. . 

6% is entirely too great fo: the reason, ~1nly, that the 

by the Co~pany~ i~ entirely too short. In the City's o~inion 

the Co:c,a..."lyhc.s, ,vi th ::-eg:::d to ~1!e, to oooo.le3eenec, to in ... 

adequa.cy 30::'0., to salvage, :r.ade c.ssumptior.s a.:J 1mp:a.etie~ole 

an~ un30unc!. ar.: the theo:-.r o! rep:o~::,;,ction cost ne\., zu"c:n1tt¢d 
'by tee Compa..."lY. 

According to t!le Ci-:.y'e contj~ntion the $610,000, 

:per an.";.\lll'., eoti:nc.ted. oy it 2.S a del'reciation a.nnuity, iz the 

!!lCIX1mu:l and set 3.zide' on a. 61:kine fund b~sia o.t .:l. 7% rate 

o~ interest in :cnthly instal~ent3 will ~~~ly take care o! 

.or :!.ts li:Ce. 

The theo:y on which the City ~3e·o itz cg-..l:cnt 

oan bezt be indicated ~~a quot~tion fro: the statemer.t o! 
the chief engineer of the Zoard of Public Utilities (Con-
fe::-ence Exhibit A, Page 99): 



"The City i3 of the opinion th:;:.t. the P~!iose ,; 
of a,rCee:7e ~und is for the re,laocment ot wor~ 
out pl£~~t nnd iz a guarantee that the o~1e1nal in-
vextme:lt will 'be :ain";ained. !t tC;Ce3 the :pooition 
3ol$.o t~lO.t. the money ae"; a.side for thia :pu..~o3e eho".J,d 
'be j,11aced in a ze,c:ate fund a.s ,;:oovi(ie<i tor in Cali-
fornia Statute, Seotion 49, Public utilities Aot. The 
interest on th1z separate ~u.~d 3ho~d be oalculated ' 
at the ,reva.iling rate o.nd. aet a.sid.e and macie s. 1'3:-: 
of the f~~_ ' This the Co~~~y docs not d~ ~t t~e 
present' time. The City oontends that wnile the re. 
oerve !'und ~o: replaoe:ent belo~g3 to the ~ro,e:~y. 
it i3 for just one ,~~ose. ~elYr ";he replacement 
of, worn-out :property, and it W~$ t3~en out o~ the 
ra.tes:po.id by the 3ubscricerz !'o:" tl':zt :p~~o,ze only. 

A3 con~itions a:e ~t 'tne ~rccent time. the sub-
$c:"ibers"~~ve absolutely no ,rotection ae~~n3t the 
l}egleot on the :part of the CO::l:!,:):lJl:''' to repla.ce old 
and worn out inac.e'1ue. te cqui,men t; tl'!ey :!lave no p:o-
teotion a.ga.inst t:o.e lack of ze:-vioe resulting from 
Q.'failU:eto :-e:plaoe inei'ficient e~ui'l':.ent. In othe:-
words," the condition pe: cent of tile Southerr. Cnli-
fornia Telephone Co6,cny is ~ ~Olown q~~tity., ~e 
do not admit for one ~oment t~~t the condition per 
cent o·f the pr0:t>e=ty has nothing." to do 'Wi tl':. t:c.c serv-
ice render.;}d 'by tne COn::?any, 0;: wi til tA~ :le.tte: ot 
ra.tez. 

'!1e OD..."lr.ot ag:-ee t:c.c.t the ;:ocze:"'7'e fund. rr.:l':/ 'be 
used by the Co=~any for any ~u-~oze wr~teve: w~ch 
t:c.e Co~s.ny:ay find con"1er..icnt. It woulc. Bee: to 
uo that the only ~~?:"o.ntee of sood f~it~ in the ex-
~cnd.~ ture of the mO!'l.ey :3e~:,~cit!e ~o= So :t>.:::.rtio~la:= 
~ur~oze and included in the~ratea for that ~~~ose, 
is that the CO::mUasion sht.",lld :''':;:'VC o:harge 'both of 
the de"oits and cred.its to the de:preci~tion re3erve 
f-.:.nd,. , 

rle contemt tllat the CoXn:::izsion ahoul<!. be the 
judge of oboolcscence whenever a :adical chanee 'is 
propoced. ve. ~o not oontend t~tei~her obsolescenoe 
or inadequacy cAould ~e borne enti:ely by the r~te . 

:~c ota.tement that the Gove=~entallowed t~e 
Co:pany ,.72% for t~e de~reciation fund is a"osolute-
ly immaterial. It is cxt~ely dou'bt~Ul whet~er~ a~ 
esti:lZ.te "::'.;).s ever ::.adc c.uring wa:: ti::::.eo 0:1 wi'.s.t the 
r~te of de~rec1ation sho~d be. We would need to 
'be :hovrr. ,";h.a.t the Co\"cr.n:nent W';~:l no'"; ir.!luenoed oy 
engineers of t~e A:e:ican Telephone & Tclegr~ph 
Co~,any'in a=ri7i~e &~ th13 r~te or ;.7~. 

:he City contends t~t no one oan ,ro~hecy the 
exac"; amo~~'"; neoezz~=j tor tAC re,l~ce=ent o! ~rop­
erty or keep!ne int~ot the orie1n31 inveo~~ent. de 
contend. that a. rea.so::.a.ble a::llC~"'lt ove: ~.:lt;l :lbove tJ:.e 
aotual current =oplnoe~entc to ta~o care or emergenoy 
vl1thcl:s,w3.le sl':.c'J.!c. 'be set ~sic.e ann-..:.o.lly ana. placed 
in ~ gc~arcte f~n~ together with-the intcrest thereon 
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and the fund put under the supervision of the c&l1-
fOrnie. :Rai1ros.d Comm1ssion. and. used tor the onl,. 
p~oee for whiCh it was ever taken out of. the rates 
-- Xl8mely. the replacement of worn out plant. 8.%1d 
keeping the origi:cal investment ints.et •. "Sho't2J.d it 
become necossa%7' e.t any time. 1n the opinion o:t the 
Commies1ol:l. to ~nere&8e the annual allowances ~or 
depreciation or should the tund aeoumnlate too rapid-
ly to take ce.r& of c~nt replacements. then the 
Commission can increase or red~ee the annual pay-
m&nts. By this method there will be no tendency to 
neglect r&pl~co~ente and use the money for some other 
purpose." 

It is also the :position o-! the C1 ty. as 11ld·1ea.ted 
under a :previous heading. that· on the portion of the deprecia-

tion reserve invested in plant the Company is not entitled to 
a. return and the.t the amount so invested should be deduoted 
from the rate base. 

~e CotlC1ss1on r s engineering department has also 
made .a. report on this item and its est1=a.te is contained in 
Conference Exhibit ~ (~age lOZ). 

. . 

It i8 the conclusion o~ th3 depe.rtmen~ that the de-
preciation allowanoe 1nclu~ed 1n operating a~en$es by the 
Com:pe.~ in the pa.st and eetiJ:Ul,ted for tho :!u.tur6~ ·1s too high 

~nd tAat the estimate for this item as suo~tted by' the Com-

ps.'1J:3' in th1s l'l"OCeeding should be materially roduced •. Our 

engineers report that neither thoy~ nor tho Company'e ens1neer8~ 

nor the Oi ty' s engineo.re :b.aVG :cs.de the detailed a.rl.S.lys1a nec-
essary to dete.rm1no an a.ccuratc do:prociation allows.nee for' 
thiS p~rti¢ul8.r :9%'operty. SUch an a.nalysis would require a 
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11zt of pro,erty inventory items ir. the V3::!.OUZ accounts,,, e. 

deter.=ination ot livcz a~d 30~vcge value, ~ di~tir.ction be-

tween clcprcci8.blc :l,nc1non-c1e,!'cciable~ropo!'ty :u:d 'between 

expenze and 2uch as s1'lould. 1:0 :-epla.ced out ot 3. dCl'!'eciati'on 

pu:-~o6e3 ot this cazo e~ be fo~~d on the' 'basis indic3t~d in 

the Conference :-e::i0rt 'tor the eat1m.:::::ed !igo..u-e 0-: $730,000. 

TAis ~11ow~nce, according to our eneince=c~ 3nould be aub-

joct to tu!"ther modifico.'tion by ::'ca.SO!l of theexces3ive re-
zorvee ce~ aoide in the ~~ot nnc1 by roaeon o! the t~ct that 

the earnings ot the de~reciati?n !~d ~ve not been added 

to the tund 'but :-c-invezteci in. plant, tile o\7nc::-~hiJi'Of w:a.ich 
. 

iz now in the COl:lPo.ny a.r..dincluc.cc. in the c.epa:tment t s ra.te 
"case. According to O'J:' enginee:a t figures tbe ::-ese:"ve ez-
ti:ated. by the CO:ll:92.nY to:: 19~1 if; 1"::-0: 43 to 48% too lli~~, 
depending upon whether t~'le 6 or 7% sinking £undra.tc !e uced 
end. the sa=r.e I'c:"cento.ge a:p:p::Ij,Y..:!,Ir.ately a:~.n~lie3 to the' c,e:Precil:l-

tion allovttl."lcce set aside 'by tile CO::l;i.c.r.y since consolid.ation. 

It apl'cru:-s that the total amo':..1nt set o.cide ~y the 

Com,~ny oetwec= ~.7 l,l917 an~ June 30,192l, i3 $4~129~47~. 

and .it i3 coti::a.ted thnt i:;. t::.iz ,e!"iod the:"e ho.a 'been going'. 

into the d.eprecic.tion reserve 3..'1 excess amount of $1,65'1'.,'790. 

In A:!')::n>lieant's EX:-.ibit No. 30 (which is, the=:c;Pl~~,' 
, , .. .~ 

me.morand~ to ~b1t B 0: the City 0: Los Angeles) counsel 

fo:" the Co::tpany reviews the ;PO-sition of the C1,ty, and to. 

:o:e extent the zt~tc.ments of the Commission's ens1n~erine 

·clepr.rt::.ent on this :::.atter, and. c0.11:3 c.tte·ntion to ce::to.i:. 

erro::-e in computo.tio:: and. to certa1:: othe::- ~ttera' thaot a:e 
not c.onceded to 'be c:-:'o::: 'by the City and by our engineer::;. 
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The Compa.n:r 1n its Exh1'b1t 30 %0-:r:te:t03 its posit1on and:re-

l1es:fo:r the SOXUldness o:f its -oonclusions p:r:1.Xlcipall7 upon 

the p:rescribed. o.ecount1llg cls.ss1tics:t1ol'l8. It suggests ths.t 

the· matte:r o~ depreciation 18 outside the jU%1ad1et1on of 

th1s Comm1.se1on and th8.'t there is nothing to:r us. t<> do but 

to .a.ecept the Comp.e.%l.y's methods snd p:rs.etiees and to aJ.low 

the amount the:r ela1m mlde:r this item:. z.c.1s view 1s taken 

beca.use the Coml'a.n:r contends tha.t the Interstate Co:mnere~ 

COmmission has sole control of this me.tte:r •. 

We sr6 o:f a d.1t:fo:r:ent opinion and the question of 

j'U%1sd1etio~ we do, not believe to be' e.t issue. !!c.e 8m01lllt to 

take care oi dep:r:ec1at10n 1s one of the la%gost, it not 1ho 
la.:rgest~ single item in :the totsl. Stml that must be p:r:oV1de<t. 

:fo:r. the Com:pany in :rates. We bel1o'Ve that 'th1s Co:om1ssio:c., 

being the :ra.te-msJdng bodS, hs.s not only the :right but the 

du't7 to scrut1n1ze this expense 1um most ea.xo:ful~ and 'to 

include 1. t 1n the total StZm o:f mono," to be p:rO'V1ded :fo%' ill ' 

an amount-:ree.80na.ble alike to the subse:ri~:r8 and to the 

Co~. ~e hbl1e "O't1li ties Act ele8.%l:r pla.eos th1s :function 
.' 

" 
-' upon tho Co:nm1s~on and Sect10n 49 o:t the set :reads in p8.%t a.a 

:follows: 

- ••••• ~e CoI:lm1ssion may. f:rom time to, 
time. a.sce:rta1n . and dete:rm1ne- and by o:r:der :fix the 
p:ropox and edequs:te :rates :o! aap:r:ee13,tion of the 
sevo::z:al ela.sses o:f P%oP&:z:ty o:! ea.ch public utility .. 
Each publie ut111t:r sbaJJ eontorm its depreeia.tion 
accounts to the :rates so' s.see:rta.1ned. .. determined and 
:fixed. and. ehall set a.sid.e the mono,. 8C> p:roV1ded :!o:z: 
out o:f 08l:%l1ngs and c&%'r./ the same 1Xl So dop%oci4Uon 
tund and expend such tu:ad onll'" :fO% sueh P'C%p(>8e and 
undo:r such :rulos s.nd. :regula:tiol:ls both Sos. to o:rig.1 na-l 
expendi tue and. 8U'bsequO:C:t %eplaoement '&8. the COm-
miSSion ma:s p:rese:ribe. The 1ncomo tl'om investments 
o:f moneys 1:1 such :fund eh&ll likewise be c8.l'l'ied 121 
such tund.· 
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FrOtl all. the eVido.o.ce 0.0. this :po1l:1t wo concltld:e that 

the sum to be ~llowed ~s an operating exp~ae for 8. depreciation 

ac..c:a.1ty should be $780.000. per ~s.l' •. Set 8.s111e 1!1. monthly 1:,.-
sta.l.lments of $65,000. 1.Jl 8. siAk1cg fUlld, Wi til proV1e1011 that 

the ear.c.1.c.gs e.eeru1llg are Metod to the :ea.c.d, this s.mouc.t W1ll 

ret1%'e, compoUllded at the ord1:l.s.ry 1Jlt,erest ra.te f4 '6%~tbl-=ot8.l 
, . 

depreeis.o1e propert~ Within a. re&8o.a.a.bl.e ~o ex:pec'taJ:lOY'. ~here . , 

ea.c. ,be no queetio.c., 1.c. O'O.l' opi.c.ion, about the Moqua.cy of an sJ.-

low8Jlce ths.t will a.ecompl1sh this e.od. 

OUr View of this matter does not go to the mere s.o-
counting cone1derat1o~e. ~ is mnch more far roaching. Thi8 

COmmission has co.o.stantly held to~e v1~ that 8. proper depre-

c1~tton. a.a.a.uity'is an opera.ting expeJ:l80 a.nd must be 8.lJ.owed 

tor tho S~ reasons that proper ~tenaAce e~e~ee must be 

contributed by the re.te-payers. We make such 8. deprec1at1o.c. 

aUow8.Z1Oe not merell" 1.c. the 1.a.terest of the publio ut1J.1t," and 

i.e. order to enable it to keep up its plSJ:l.t, but,. more :1l:port8Jlt, 

in order to ass'tU"e tho public of the pems.neney of good service. 

The depreciation. allowance, therefo~e, is a cOAtr1b~1onth& 

public is ma.k1%lg to the utllitZ" 1Jl ordor to 1nsttre a. OOont1nutJ.-

t ion o~ sorv1.ce throtigh tho reJlowsl of pls.n't worn out ~.c. "the 

serVice· to the publ1c. 

If'the Compe..cy cO.llcludes to illclude more thsJ:l. $780.000. 

i.e. o:pers.t1.c.g expenses for depreciation. the excess must come 

out of the s.llovm.noe '!or 8. fair %'ot'tU".c.. I.e. 0'0% opill.1o.c. 'the 

amount cls.1.l::led 'by the Compe.!l7 is excessive alld theam.o'tUlt eJ.:" 

lowed. by us" deterd..c.ed a.s 1t is for tllis particular pla.c.t a.t 

this ~t1eular time, is reae~nable 1n view o~ all c1re~ta~cee. 

We are· aware o"r the fe.et the:t the I:c.tersts.te .Commerce 
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Co::::l1s~ion is now e~&ged i.e. an i.tlveetiga:tioZl 0'2 the subjeot o~ 

depreciation as it r~letez to interstate telepho~e utilities 

and undorst~d that there is a likelihood' ot thAt Comm1es1on . .. 
establiShing dopreciatio~ percentages for the various i~ems of 

propertY'- ":hother such peree~t~e rates, if SJ'J.Y are to bo fixod, 

Will be intended to a.pply to all 1.c.toretato telephoAo Sj'eteme: 

throughout tho united Sts:tes or whether p;treellta.ges "l1!.1l 'be <3.0-

te~i.Q.ed ~eording to the factz a~ Aoc~ssit1os 1.11 8. particUlAr 

territory, and. of a. l=fUticular coI:'!;p~, we do not mow. ~ho 

Pac itie " COI:Ps:ay, wJ:.1ch is particularly i.a.t.erostGd 1A tJlis matter, 

by rOtl.30n of 1 ts st ock ownerab:i:9 1.l:l. the Soutt.ern Comp~, is ax:. 
1nters.t~te eOtlpatlY.. Wl:.ile the la.ttor eompe.ay is e.:::.ga.ged 1.tl. a. , 
purely i.c.trasta.te bus1nazs. I.e. 'View of the )trese.c.t sta:~ue of 

the matter, we prefer not to direct So chango 1.11 the pe..roaJ:I.ta.gos 

etlployed by tho CO:lPa.:lY in setttng up Oll 1te books the deprec1s.-

t1.on accru1.ag i.e. each. class ~f its depreciable propert:r- .Wo 

shall not allow 1n operating ~elleos for deprecia.tion ~ sum . . 

,largor thal:l the a.tlou.c.t above ind.icated. We hold to 12:..e view 
.. 

thet tho proper' tlJ:OWlt to be set aside for s. ~rt1et!.lsr prope~~. 

C8..anot ~e dete:r:l1.o.ed by r'tllo. o~ tJ:.=.b ~ or by the use of g~:.er&l 

percentages a.pplying 0"10r a. terri tory as Je:.:rge as the 'tJ'n1~ed 

States, Wld. UtlCler co.c.ditio.c.s as -vs.ried.·a.s the:r arc fotLJ:ld 1J:l. the . . 

largo ll'tlmber of separate telephone utilities. :Es.eh. property, 

we be11eve~ must be governed b7 its ow.c. part1ot2J.s.r e1rc'WUStaneos 

. 8J1d requirement.s,' ,a.::l.c, the local l'8.te-l:l8k1.t:.g body· seems ~o be 

in tho. bee"t position ~o CO'.c.s1d.el' 8Jld deto::m1no the &mOunts 

:which :properly 2hould. be set s.a1d.e for d.epreciatioll. 

/)~,,::,1-;, 
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In 1 ts est1.l:l.l&te of expenses the: Company e1 aims: !for 

this item n:o.der the designa.t1on "licensee. rave:1.1zaw ~,.a:m11&l. 

,smolln:t o~ $21'1.000.00. ~e C1t:v'e en.d, tbe Commiaa1on's ~~eer­

ing depaX'tc.ent'8 a.llO'W'an~ 18 sm&l.ler 8:l'1d em.omta.to $l20.0oo.oo 
a. ,ear. ~e eng1neer1:o:g :department's !1gu%e :1s''baaed on,the 

conel~81on that. %e~41e8~ of tn. metho!,o~ comput&t1~ ~a 
. ' 

amount 'is. 8. rOaBonabl. p~ent :tor services rendered b,., the 

American comp~ to 'the Southem Comp8Zl3' 1.%1 new r4 all. d.r-

ct2lllSta:lees 8U~oU'l1d1ng the: plant at' this time &ld that will. ' . ,.' 

" 

ba.eed 'o:c: an aaroermen.'t now 1n e~8tenee bet7een tho P&e1:f!c" ',; 
" '.' I 

C()mpa:c.7 and the Southern Cot:tpazlJ". 8:tlct. part1cular~ Oll section' 
_0 J~ 

6 Of. tb.at agreement. regs.:t'ding 11oella. :eonuaot.' p~nta on'a, , . 
gross: es.rn.1ng ,b&s1a. ' This item, tb.eret.eore. goee to the, 

, , 

matter of the %ela.t1.on between thi8 Comp~., the ho~1c Com-

pa:tJ.'3'., the J,me:ric8n CClmpa:c.y. and other a:ffil1a ted or BUb81d-

1a.r,. corporations. An 1nq'l1117 into this %els.tiOXt wa,s.' ona o-r 

the- 8ubjeots assigned to the Eng1:lieer1:ag Co:a:teronee. !the, . 

Conference: has exhaus.t1w17 reported on th18 po1nt' cd thee 

8.X'e 'before the Corm:U.saion tlle Tiew&o"! .a:ppl1esnt &Jld of the- . 

Pac1!1e C.ODl~~. as. ~e.o ,'tile vine ~ the City and. ~ 0'12%' 
-

eng1nee:ra. we sJ:l&ll br1e:O.,. deaJ. W1 th t:c.1a m.ttter tz:C.de:r· a:c.oth-

eX' heading. It is 8:a.:!~1C'1mt to alJ:~ a.t tb.1e po1nt. tb.a.t. a:tter 

a. cs.::~ul oo:c.s1derat10ll of the entire reeor~W& are 8at1a~1ed 

that'the incluSion o:! $l20.ooo.00 1:1. the expense est1mate, 18 

& reason8ble amomt- for the sorv1cea. %'en~e2:'edbl" the- .&;me%1ctm 

Comp~ to applicant. 

• 

.. 
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Uncollectible ReTen:.. 

The amount. :tor revenue lIrh:1.ch the Company will'be 
,. . 

un8:ole to collect a:c.d which. theretore. must 'be s. ehs.%g~ 

upon, tho geners.l bus1%less-. 1s es"t1m8.ted b:y the Eng1neering 
~ . 

Conference at ol1O-h&li o:f one per cent o:t 'the es'tims.ted. , . 

g%OSS revenue. We are willing to e.ccop't t:b.1s est1m8.te 

and are m.ak1ng an sJ.lOwanee :for th1s :1. tem. ot $41.000. 

Smnma:r1z1ng the :forego1ng items" we h&ve a total 

eXP,Onse est1ms:tod :tor ·1922. ,exclusive o:f :fair retum, !loB 

:follows: 

Operat1ng oxpense 1to:c.a 1 to S~ 1nel:a.aiTo, 
(as e%11tmo%s:ted aoove) •. e .. .. • '. • • • eo 

9. Am:rct8.l smount to be :put into d.e:pree1a:t1on 
i1llld. •••.••••• ,- • • • • • • • • 

10. P&1ment to Ameri¢8Jl Telephone and.: ~le-
g%a.ph Compa.xl7. ~ .. • .. • • ... ... •• ... • • 

ll.. Uncollectible Aevenue. •• e • .. • • • .. 
120.000. 
41,000. :' 

T'.c.e Z'&te 8Ol:ledule 'We are p:rop<>81ng is eat1ma:ted. ~:r 

the engineers to produce a. g:ross :revenue 1%1 1922 of $S.ZOO,~. 
, . 

We Wish' to call & ttent101'1 to .the percentage g%o~ in the Com-

pan:,v's reTen~s dU%1llg the last th%ee yea%8. It appe8%8 1:h8.t 

the 1920 revenues showed. an ~ea.oo over the yelJ% 1919" o:t 

app:rox1ma:tely l6% and the 1921. 
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reven~es over those for 1920, 1n spite of delayed installs-

t io::.s, a.re likely to show an i.rl.cl'eaeo ot at lee.st 14%. ~he 

est~te of the Co~es1oAts telephoAo 'cAgineer for the year 

1922 (under prese.':lt rates) shows an 1J:l.crease, however. o~. 

~lJl:sr about 9%. ~e gross reVe.z:.uo estimate derived fm:. the 

ra.t e sehedule euggeated i.e. tb..1s decision is bssee. on the 

same :J.:ppro:x:jmate pereoAtage ic.ereasG 1l:!. bueiness as'1s tho 

estimate assnm' Zlg a. c O.l1t 1:a.ue.a.ce of tho pre~e::.t rates... Vie 

Sl'Q inclined. to belieVe that the bus1J:le3s of the, CO~, 1J:l. 

1922 Will show, 8..c. increase cloee~ p:roport1o.Q.8:te to the OZle 

o=' the preceding yes:r. I:f this view,13 correct. ,there 1s'8J1 

tu:.derest1lta.te 1J1 the e.c.g1.c.eerl:fT revenue :!1g-a:ro-, -tor 1922 rather 

tha.c. a.zl overosti:l8.te.' 

~e re.t8 bs.se welul.ve ,in m1.a.d 18 the 3= o:! 
~ . 

$23-.$00 ,.000,. This sum 1ncluc1.es the est1ms.tod es.pital expend.1-' , 

tures .c.ecesS8.r,1 to take eare o~ the 1922 busi.c.ess a..ad. t~e8e· 

new capital ex:ge.c.d.1t'ares (ps.rt~ ms4e a.c.d pe;rt~ not yoet. made)' 

8mO'Q.C.t to $6,738,000. We are aware tha:t., to a. eone1dGra.ble 

extent, the' rebuilding of the I.oe A.o.geles. pl&n.t ie, now go1.:lg 
, " 

on sndhas been go1ngOA for some time. ~nque8t1on&b~ a por-. ' 

t1-on of the capital expended is not o~, uaefttl. for the sts.-_ 

tio:c.e to be .immed.iately a.tta.chad to t:a.e present system .. - but 

Will be ueeful for a.dd1tio.c.e.l future bus1.a.6SS. Good. te~ephone 
, ' 

eng1Aeeri~ demands the design a.c.d construction o:f the p~t, 

1.0. euch,m.s.c.c.er-



Tho ~eo%'1.rlg Con:forOl1ce .agreed. tha.t there should FP into· 

the' rate baee, euch cost of~Jlew oo.c.struetioll a.s is :requi:red for . , 

the Aeeds o~ the estimated n~bor o~ stations 'plUS a reasonable 

margin for .spare facilities SJ:ld. Comps.cy m.a.1nta1l1sthe.t tho :full 

amouc.t e;! $0 .• 73S~000 .. does Aot provid.e for ~h1.og 1ll excess 
of euch llceds.· 

With SA estimated. reVeJlue of $8,,~o,OOO ... 8.tld,tot8J. 

est1m&tod axpe.c.ses of $7,094.000., there remainS &.c.et return 

of $1,206.000 •. ' Z'Jl1s 1s a.pproximately 5.1~ on the ost1mo.ted 
I 

ra.te base a.nd. falls short b7 $2Z2~OOO. of a 6~ l"eturA. .' Ie. our 

opinion the Cor::.pa.~ r..l.l1 ear.c. 8. 6~ rett:rn OD.. thn; rate base 

s1l:l.ce we are satisfied that the oSt1m&tes of esrl:l.1ngs are 

undull" CX7.c.e'ervative. We consider such e. return a.ereasons.ble 

Mel . entirely ~a.i:r t? thElComp~ it!. new of $on t~e ei:rc'Crt-

stances in .this case. 
t'h11e this Commission ha.~ ropea:ted.ly po1llted out 

, ' 

that the volu:r.e ac.d tho clas,ses of outets.nd1l:lg socu:r1 ties can-

not be cO.l1troll1.ag 1.c. thed.etermi.nat1o:c. .cr. a just o.!ld rea.so.c4bl.e 

rate, we wish to point ot:.t tJ:.o.t the ~a1r return as est1mted abovo . ' . 

Will be SUfficient ,to provide tor all ot t~s Cem~'s, intor-



ost 0.0. outste.c.d.1ng bo.o.ds, a.llow tor 1.o.teres't paymeAts for Soll 

borrowed mOAey and for add1t1oAal monoy that will have to be 

borrowed. 1A ordor to cszry out the 1922 program, a..c.d. in s.d.d.i-

tio.c. lea.ve 8. eubetc.nt1s.l surplus. This. i't a.:p'p,~ar8 to us" 

must be considered a gratifYing financial situatioA as oom-

pared With the eo.c.d.i tio11 prior to co.c.zo11datioA Md. as it would 

have bOOll had consolidation AO~ bee~ po~tted. 

Re'!~renco should bema.d.e in this c o:::.r.1ect1.o.o. to t::o.o 

matter of tho apportionment o~ toll revenues and exyense8 

between tho oxchang,e eOr:lpe.:l1 .a.c.d the toll co:rc.p~. The 0ity 

co.c.tends tha.t the present 30% revenue apporti o.a.mellt to the 

Com~ 1a 1ASufficient and that at least 40% of 'the toll 

rOVOAue should ~ credited to tll.El' !'os' Angeles exchange.' U SJl 

1.c.cros.s'o were made ~ the grose revenue of tho ,Comp~ 'WOuld.. of 

course, be increased, tho net revenues would be,1Jlcreased ~ 

the ssme smOllJ:lt SJld tho perceAts.ge of fail' rotUl'.o. would in-

or ease accordingly. 

ii'e he.ve give.c. careful eOllSiders.tio.c. to th1e ms.tto:., 

It may be that upo.o. a close ansJJsis the a.ppliea.::s.t maybe e.o.-, 

titled to receive 6. ls:ger proportion o=' tho toll reve.e.u~ th$.c. 

it receive,S a.t presa.o.t. but AO d.a.ta. 1s before the COlmn1ssio.o. 
at thist1me that would per=it of a fair dotG~i~tio.o. of tb4 
question.. A rea.ppo:::tiomne.ll't of toll r(;veJlue~ it is also ap-

pare.llt, would take this reve.o.uo aws::/ !:rox:l one brs..c.eh of tho 
J?e.eif1c Comp~" s busi.a.eas s.n.d give it to another. ~d 1n t~3 

lUl.CJler wo'C.ld hs.ve an effect on othor telephoD,e rate .structures 
which ~:t'o not AOW at issue. I.e. our opinion it seems dee1rab~o 

- -33-
/.'-" 

," 



to let this ma.tte:r %e~t ~t11 a. statewide deto rm1nation can ' 

be mIl4.e • 

.6. :RB. te baa.. 

!boe' Compsn:r su"bm1 tted exh1bi ts show1ng 8. p:roposed 

prim.a.%y rate arM. Thi.s ·p:ropoe&l 'W&8 objected. 'to b:y the Cit,. 

and the 1 tom. ... &8 one ot the ma. ttel' 8 :re:te%':ro4. to 'the ong1neeI'-, 

ins O:o~e%Gnce. It appears th8.t the p:rima17 :ra:te a::oa. 18 aub-

8'tant1al~a.g:eod. upon b:r the coxr!e:rence with one material 

exception. As :recommended by-the i Commission t 8 telephone.D~, 
.. .~) I 

.. 
is mo~iod.b,. the exclusion :t%om the area. o~ eo sma" neck 

ot terri 'to~, &long Ve:rdugo Boad. 88.81; of ~op1co, and tho ex-

tension o:t' tho uea. to :tnelude 8. diat:r1e't 1n tlle~ southe%ll 

Pe.%,t ot tho Cit,., b01lllded 'by norence Avenue on the llOrtb.~ 
, " 

l1'.ounta.1n v1ew Avenue' on the east,. l!aneheste% Avenue on the , ' 

south ancl. Ce%lt%~ A.venUe on the fist.' We be11e..,e the Co~7 
, ',' "No" 

should ,&dopt this :rate a;re& 8l'ld the exchange %&1oe~, ~1xo4. ~~ " 
, • .,1 . " 

this dtle1sionshou.l4' a.pp~ wi1oh1n this 1o&%%1tor.v. 

It',1s the C1t"~8 contention th&t the 8ocalle4.,Palm.e-
" 

Cul'Vel' d1str'ic't shouJ.d be me lnded. wi th1.n the P:r1m8.%7 :ra.te 

&%e&. !boo Commission ha.s, d.ecid.ed this ::atte%,~ J)ecision,XO. 

9516 snd. the ~ po1l1t le:tt open &t this time is the locat1on 

o! the Los '.Angeles p%1m8J::1 :ra.te e..:rea. boU1ldaT7 closeI' ~ 'the 

:ea.lmfJ-CUl.ver e1 t,. boun4&%:r, 0% :furthe:r tJ.Vl8.;r :trom th&t 'OotU14.&%:7. 
, , , , 

comPared with tho, ,present locatio:. ~e :ra.te 8%&& he:re, BUg-' 

sested. extends the pzeaent 'bounda:ry; ~e.t is ,to 8&"$".,& la:tge% 

tern tor,- 'Will. 'be ava1la.ble to t:b.o !.os .A.ngele 8 exoh.8.nge '%ates 

't.1la.n is 8.t p:reaent the case. A I'eve%ssl. o:f J)ec1a1on :No.. 9516 

d.oes not appoa.% :ust1:t1ed. 
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6. :Rates. 

~e rate st:ructu:re p:ropoaed by the Comp.a.ny in this 

application cOI:1p&%es with the present :rate st:ruetu& &8 :fol-

lows: 

Cl8.ss o~ Service 
l-P&J:'ty Busine se Fl8. t 
~-Ps.rty :Business. lUta,s 

*l-Party Bus. P%e~ent 
2-Pe.l'ty Btl.8. Fl.e. t 
Bu~1Dese. :Extensions 
Bus1l:le sa SubU%ban 
l-~ty ~e81deneo 
2-Ps=ty ~s1dence Fl&t 
4-Paz't7 :Rea1den~ Fls.t 
Residence ~ens1011s 
:Bus1nen P~.x. Fl&'t 
Sw1 tchboSJ!'ds 

Co%'d.1ess 
Com'lCord 
lion-K11lt1pl& 
:r!ttlt1ple ' 
EOo te 1 Fla. t 
.Non-MtU. tipla 
lml.t1pJ.&. 

Statiolls 
Comme:rc1s.l 
Ae>tel 
liot 1:0. Gue 8 t :Room 
In Guest :Room 
IntezcOommnn1c&tiDg 
$wi tcl:.1ng Keys lOlina 8 

• 'Y' " 20" 
.' ".30 • 

~%Ul:Ik8 1st :s.W. 
" Add'l :a.W. 
• O'a.tge>1ng ,.. Incoming 

P%eseDt Bates :zoposed Bates 
wall 

$6.25 
5.50 
5.50 
4.75 
1.00 
:;.00 
2.50 
2.2.5 
l.75 
1.00 

3.00 
3.00 -
2.00 ----
1.00 

1.00 
O.SS 
1.00-
0.25 
0.50 
0.15 
8.00 
7.00 
6.00 
5.00 

Desk 
$6.75 

0.00 
,&.00-
S.u l.oo 
3.00 
2..75 
2.50 
2.00 
l.OO 

---
--

-

&.00. 
9.00 
1.00 
3.50· 
4.2.5 
Z.5O-
2.75 
l.OO 

&.2.5 
9:.25 
1.00-
3.'16 
4.SO-
Z.'15 
3.00. 
l.OO 

--

." ". 

t. 

S.OOC'C'p to 80 l1neat 
lO .. OO.- " • ow 

~ 

5.00CUp- to SO l1llesl 
10.00." ." " • .. 

:L.OO -

1.00 --
0'.50 0.'15-
1.00 -
0.50 -
0.75 -
1.00 ----

18.00 --
0.00 

*Und.er p%€Jsent :rates appea.:r:s unde: Section .3 of t:u:1f:t. 

We 8.:re sa.t1stied. the:t the p:rOo:t»sed. :ra.te·~ a.%e 'too high and 

'WOuld be ~ai% snd um:es.aona.ble to the su1>sc:t'1be:re. We suggest 

the ~Oollo1dng :rate st:ruetuze aIld. bel1e'V6 'tAa:t with 't'c.ese s14gges't-

ad. :rates 1n e:e~eet tJ::.e:ee will be p:rOod.uced the g%oss :re'Venue pl'e-

'V1ousl;r est1m8.ted and. that 'tb.ie income will ena.ble tho Comp8Zl7 tOo 

give good and adequate service and to take es=e o~ the ~utu%e 

tele:phone :roqu1:rements ot Los .A:I:lge~os. 



Proposed Ra.t'o Structuo. 

Residence Serviee 
IAdividual Line, Unl~ted Servic~ 
2-Party L1.c.e " " 4-Party !'1Jle " " . '. .. 
SuburbSJ1,. lO-Par'tyLi.c.e. U.oJ.1:nited. 
Extonsion, With, or Without bell 

Serviee 

,,' 

Bus1nesaCommlll'cis.l, lII:l.l1m1ted, Serviee,. . 
Switehboard., Wi thba.ttery power ri.rJ.g-
:tc.g e1reUit-, .s..c.d. switchboard te1epholl.e 
for each positioll., 

Cordless" ea.eh position 
Cord, non-:=.uJ.tipJ.e, each. pos~:t1o.c. 
Cord, multiple, each position, , 
EaCh station,' primary or extension, 
'Wall or cleek set' 
First bothw~trunk li.c.e _ 
Ea.ell a.dd1t10.c.s.l bothway trtmk 11ne 
Ea.oh ,.outgo1l:1g trtlllk line 
:Each 1.c.e om.1Jlg"" " 
Eaoh two- POS1 t10n order .te.ble eqtd:pped. 
with twocamplete telephone sets 
Zach 11no from the order table to the 
priva.te br8.:1oJi'., exeha.c.ge sw1:tehbos.::d. 

Eat~ PG~ Mo~th 
Wall Set Desk Set 

$ 9.00 
7.00 
'3.,50 

1.00 

$3.'7~ 
3.00 
2.25 
3.00 
1.00 

$ 9.25 
7,.25 
Z.75 

:1..00 

$ 4.00 
3.25 
2.50 
3.25- . 
1.00 

$5.00 per month 
5.00 It It 

10.00 '" " -
" -1.00 " ft 

11.00 ftI " -'8.25, " " " -
9.00 " ". .. 
&.00 Tf " .. 

. . 
4.00 " " 
1.00 " " 

". .. .. 
:S:ot.el, :?I:1vate :Bra.c.oh kehango - Ulllim1ted Servioe 

Switchboard, with 'batte%7 :power, r1.c.gi.c.g 
circuit and SW1tohb¢ard telephone for 
each pOSitio.c., 

Cord, ll.on-:o:c.l tiple ~ ea.eh poe1 t10.c., 
Cord, multiple, eaeh position. 
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',1 ': , 
Each station, p~1mar~ 0% e~ns1on, 
wall or desk 8et not in gue at rooms 
~h 8tation. primary or extension 
in gtte 8 t :1:0 Oms 

W.a.ll Set. 
Desk " 

First 'both,uQ' -tl'Ullk line 
Ea.oh e.d.d.1 t10nal bothws.y 'trunk line 
Each OtLtg01llg trcmk l.1ne-
Each incoming " • 

$1.00. ;pe:r: month 

0.50" " 
0.75 " • 

ll.OO" " 
S.2S" ,.. 
9" .00. 11' .w 
6.00 11 " 

Inte:reommtUl1es:t1llg SY8tem8:~ Business 'O'nJ:1mi ted Sel'Viee 

kch Station. 'W8J.lo:r desk se't, 'With 
sw1 telling deV1ce, same premises S;s 
prima:,. sta.t1on, 

10 l1x1e sw1 teb.1ng de'V1ce 
2.0" ,. ,.. 
50 • " ~ 

Each station, ws.ll 0: desk set, 'With. 
8wi,~1llg de:viee, outsid.e p':remises 
on 'fia.icb. pr1ms.:ry station is located. 
but not exceeding ZOO ~eet ~:r:om pr1-
m&r;r';s'ta.t10Xl., . 

lO line sw1 'teh1ng d.eviee 
20 " tI' • 
$'J ~ .. .. 

:Fi:r:.8t both way t.l'Ullk line 
Each s.cltV. t10ne.l' l>oth~a:7 t:rtUlk line 
:&a.ch ou tgO'1ng t:rwlk l1%le 
Es.ch'i%lcoI:l1Dg " . • 

: . 
$ 1..50 pel' month 

l.75 ,.. • 
2.00· ,. 

$ 2.25 pe:r mo::lth 
2'~SO 11 " 

2".'15" ". 
ll.OO" ,.. 
8.25" ,.. 
9.00" ,.. 

, 6.00" " 
Intel'eO~un1eat1ng Systems, Res1denee Unlimited Service 

Ee.eh station, wall 0% desk set, with 
am tch1llg deVice on sa.me premises 
as p:imar,r stat1on~ 
~ button Sw1teb~ng deVice 
2.4 ft' \t" • 

$ 1.S0 pe:r month 
1.75 • " 

36" " • 2.00 ow " 
Ea.eh sts.t1o:o.~ weJ.l O~ deale set, wi t:b. 

switch!:g deVice, outside premises 
on which pr1mar~,stat1on is located, 
'but not exceoding 300 :feet :from pr1-
m.s.ry sta.t1on, 

lZ button ew1tching deVice 
24" ,. " 
,36ft' ft' ft' 

Bach bo'thwq t:ru:o.k l1.ne . 
Aps.:tmen": Rotl.se S,-stem 

$ 2.2.5 1»: 
,2.50 " 
2.75 .. 
3.75 ft' 

Aparttlent telepho:oe, connected with its 
vestibtl.le 8Jld je.n1to%;tset .. wall set $ 0.2.5 per 

Vestibule set, including telephone 0.50 " 
J ani to:r: se t, 11' a 1..00 " 
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~he foregoing re:tes are :for service within the 
p:r1me.ry ra.te area, as outl'1.a.ee. in this decision. 

other Aatoe and ~ee and RogUl$t1oAe 
Af':!ect~ Re.tea 

Rates other thSll t:c.oso here1n s:cggeat.ed, Wldrules 
s.c.d regulations gover.c.i.c.g a.ll ra.tes should tIl1ti1"or uc.les8 
othe:rwj.8o s.uthor1ud by the Co:nn1sS10ll relULi.c. &8 at prese.o.t 
and schedules proViding 'therefor BAould be :!11ed by the Com-
P&rr:3'. subj oet to the .a.;pprova.l .o~ tho Cotm11sa1o:l.. 

I::. the rate 8ched~e subt:.itted bl" tile Compe.c.y the 

so-ea.lled P. B. X. both~ trunk service s..o.d the ra:tG"8 llOT! 

quoted for such een1.ee wore e11m:1 De-ted. lio rea.SOll8 for this , . 
partieular e11m1~&t1on were ~Gse~ed a.i the Comp~. It appears. 

however,. t~t the ~e8.t b-alk of pnvs.te branch oxeJlange t:runlc 8er-

'vice ill :.os Angeles is over both-way trC.c.k8 and -:ha.t a.bout 90 ~%' 

ce.c.t of private br,anch exeh&zlges 'W)uld be s.ffected by' tA1e: ~s..nge .. 

Thi2 cla.ss of service,. therefore. should be cent 1n"O.ed unle8s the 

Comp~ es..c. show tha.t the public, 1llterest is better served b7 an 
" 

olimi.c.8:tio.a... If the Comp~ deSires to tlSke 8'ttCh & ehoW1ng. this 

may be d.one i.e. 8. supplemental proeeedi.c.g. 
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!I!'.tte City-.. genere.lly speak:5:ng" takes 'the poai'tiOll that • 

. by :reason o:! the :rela:t1onah1p ex1st1llg between the Col:lpaxlY aDd 

the corpo:rs.tiollS with which 1. t 1s .s.:fti1ia:ted, the cozt o~ tele-

phone se:r'Vice to the I.os .Angeles8UOsc:ribe:rs 18 'alldu.ly inc:re.a.sed 

and. So t1ns.nc1aJ. showing 1mz.ch len t8.vo:r&ble than the actual ahow-. . 
~ . , 

1ng, and. 'less fa:vora.ble .tha.n need' be, is p::odtLeed on appl1cant's 

books. ~8 :result 18 b:rough~ a.bout, 1n the City's 'View. be-
, ~ 

ee.uee o1.'tZll%ee.sons.b17 h1gh pa.~l'lt8 to 'the Ame:r:10811 Co~ :to:r 

serVices :rendered., also 'b,. means ot a d1'V1sion o~ ~o1nt :revenue 

.a:ad expenses C:retcn::r1:ag. to toll bus1llesa} ~tween a:!fil:iated 

companies :reauJ:ting to the disadTsntage of e.ppl1ca:at and :furth,7 

er .. 'b,. reaaon o~ excGss1ve ms:te:ris.l a.ud 8ttpp~e08ts :for plant 

and ~qu1pment manufactured. and tur.d8hed by tho a:t:f111s:tedeom-

psn1es. 

~e Compan:r .. 0%1 the contrary .. 121618t8 that i'ta e.:ffi.li.a-

tiona with othe:r :Bell telephone companies andent&%p%1sea. :r.e-' 
. . 

au.l t 1n dist1nct b&tJ.ef1 ts to' 'the public. s.nd lowe%' :ra.ther than 

1nc:reased coat of servioe.Weste:rn Electric Compsn~ mau%1a.J.'· 

p:r:1ces and. ch.a.rges :fo:r se:rV1ce 8.l'O ll<>t too high in "the opinion 

oj! the Company and. pa.;,rnents l:ade ~or sorvieae to the Atrlencall. 

Compe..ny s.nd d1V1a1ons o:fjo1ni :revenues and expe:c.aes 8.%&.' ~&1%. 

We have already do8.l. t w1 th the so~alled.l1.cellaeo 

:r:Elvenue par-nent and e.llowed :1ll ou% ex.pen80 Get1mc:te the 8tm1 ~ 

$120.000.00 pa:r e.tIJ'ltIm 80S a :res.so::.a.bJ.e and j!&j:r c:ompensa.t1on 

:tor the sernc6 :rende:red by 'the American COC'.P~t 'through 'the 

Pac1~1e Company, to applicant un4.er the te:rms ot the agxeemant 
~ Xa.:r 31. 191.7 CCompa,ny's Exh1'b1t ~o. 29}. We bell.eve no sum 

laxger ths:l $120~OOOI.OO ~o:r th1s puzposo Should be cha.:rged. to-

opo:a:tioXt and that whatever a.dd1 t1ons.l smOUllt'thiS a.ppl1caut 
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elec.ts. to ps:r. to thft. ~ci:t:tc Comp&ll3". or' to. the J;me:r:1ca:c. C~,. 
. 

mder the te:rma 0"1 t:ll~ contract., 8h.olll.d be & dedu.~t1on ~rom net 

income. On the exp1rat1021 of the pro sent cont%act. &t. tM end ~ 

next-,e&:' the :r:easo:J.801eness O'! ~ta ~%'mS will 'be 'be:fore- the. 
. ~ '. 

CommisSion. we- h&ve also stated Otl% View on th& ma t1ier o"r appor-

t1o:m:aent, o"! toll %'moe:c.u .. and. a.re of th& op1:c.1on that this ma.tter 

C8l'll1ot ,be :properly decided 1%1 this· ~a8e • 

.APPl1cant 18 con.1a"olled by the P&cU,1o .compazl7 thrott8h 

owner8hip of all, the ,outstanding ~tock~ excep~~;fl~ 41rec~ , 
"0 '" • .. . 

, . 
ora' aha:res (60.869 aharea (If & par value of $6,.086.900) •. Xo~. 

... " . . . 
c!1v1dends have 'been· pa1d on thi8 stook. 

01nl.IJ none- o-r the applicant' 8 outstanding bonds a:c.d recei'V'~, 

therrefore. no bond interest. The Pae1f1;C Comp~,. howe:ve:r. hII.e 
"'r' 

loaned to applicant considerable- amottnt&: fol:' eonstruot1on cd, 
.. -.. ' 

on these 'loans- interest 18 p&1d at the rate o'L & ~ For labor 

an4. ma:tenal delivez94 to. applicant 07 tb.~ l?ac1'!1c CompllO.7. or 
.') . 

vice- ver8a,. the actual cost is charged. and p&1d. ~e J?aeU1e 

Compa.ny . also collects :trom applicant the s.o-ealle4 11c~e raven-

'Il8 and tu%'ne it ovel:'. w1 thout 'deduction,. to the American Comp~. 

A"Pp11cant is 1ndUeotl,. controlled. b,. the Jmer,1ea:a. 

comPaxlY through the latter's. ow.c.er8hip o-r the major1t7 a! the: 

stock of the P8CU1~ Compa.:cJ' (73.3 per Gent., on':oeeember'31. ,1920). 

~& J;:norican Company' O'lrlW none of applicant's bonds or no tea. 
• 'I " 
,'. . ." 

Ind:t:rectl,. it receives the 11~e pe.,ment p&1d the PacU1c '. 

Comp~ and neb. 1n~rea:t and d1udel'lde 8.8 it mq earn through 
. . . ' . 

ownereh1l> O'! 't2l.e secttri.t1ea of the Pac 11'1e- Com:P8Zl7 ando:! the 

., . 
~e l1cenaee pc.yment agreement r~erl'ed. to aboTe pro-

• • f • .. ;, 

.' . 
videa for a. p~ellt o:! 4t per cent: on g%088 re-venue. the: CO!ZIPu-

tat10n to be made as ~ollo1rS: 
'. 
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"The ssmepr~rt1on o~ the' gross ear~8 o~ 
the Southern Comp0.c.:7 as the pl'oportioAof tho 1llstru-
mente J10t tur.c.1ehod 'b7 the'.Amcr1oa.c. Compa.:x;r be8.rsto 
the tot&l'J1~ber of 1nztr~entc used in the servioe 
ot tho Southerr. CO%t:PSJ:r7.. ~h12 pla.c. to b{l eeoot~vo 
until J8nuar.r l~ 1923. proVided. how6Ver,. th~t tho 
pl'oportioJ1 of the groes ee.r.oi.tlgs so exoluded shall ... 
at no ti~e. '00 more than at the begjnn1 ng of bus~e88 
b:v tho Southern Co~aJ?3'. 1t 

The quest ion 0'£ equ1:table eo.n.tre.et terms w11l. 8.l'1se., 

therefore, a~er J8.llu8.r,;,'l, 1923. 

The matter ~f the 41- per ooAt payment by 1 ts sub-

sidiaries ~ the American Comp~ has' haC. th$ atte.n.t10A o:f 

, this eo~ssio.c. repeatedly ~ ~1~ ro~ere~oe is .hore 
made tQ Dec1s1onNo. 1254, ($aJ1"Jo80 Telephone R8.te Caso,. ··Vol. 4. 

page 150, Op1.c.1o.c.·~ Ord.ers of the C8J.i:forll14 3atlroad Coxmn18- .. '. 

a.ion).. ita believe that So paYIte.c.ton 8. mere perc8'ntsge bs.s1s, 
. . . . , . 

regard26as o~ the kiad ~ quali~ of the serv1~e ,re~ered~ 18 

not a. fair meastlre of auoh services. A truer m.e&s-are~' e&ll.,"1:G . 
\'. ~: ~, .~.' -:,...... I • 

had. .. we believe, by eat:tma.t1ng.: ~. 3.t::~~t6i:r 8.spos81ble wh&t 
, 'I ~. ',J , • ~. 

the· value o:e~"suoh 8ervi~e e.mounts to,:ta. o.e.eh ;partic'lll8.r ~~ . 
8J:Id. th18 mot hod wo have applied. 1.0. th1e 1.c.st8J:l.co. 

With reference· to th1.s8.pplics.nt r srelatt.o.n8 to othe'r 

.. a:r:~ll:1.s.ted eompa.n1es# we have reached J10 def1.c.1te Co.o.cl.ue10ll.8. 

A dGcis10n o.e. that POiAt we do .!lot eOlLSide:z:: esu.c.t1a.1 to 8. 4.~­

te:i'm1Jla.t1011 o"! this ease. ~s ms.tter eho'Cld be- :reserved :tor' . . 
So more th<?ro~h 8.%l8.lys1su the pe.ad.1J:1g ste.teW1d.e teJ.ephone : 
rate o8.se. 

s. Samoa. 

We have give.n. particular atte~tion in th1e ~roeeed1ng 

to the l:I8.tter of Bernce. :ae:fere.noe ha..e already bee.c. made ,to' 

·the service investigation 1nst1tute~ .a.r ~~e Commission ~ C&8e 

1531. Th&t proeeed.1.cg will be ~ept open 8.l:ld. further oa.re.:f'a.l·' 

attention will" be given ~ the ·Comm1ss1o.c. to this ma.tt~r_ eoUZl8e~ 

for. the. Comp~ has 'al'gedths.t t1:.e service now re.c.dered D7w&p;pl-1-
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oa.c.t 1.0. !.os Angeles is excell~t- ~1s eta.tem.e.c.t is Aot borAe 

o'C.t bY' the facts ,before the C<>mm1ssiOl1. 

~rv1ce eO.cAit!otl.S." must, be 1lnproved aDd means.muet 

be ~ound. to meet ,mor~ :promPt~ ,&::I.e.' more s8ot1s:f'a.etor1JJ ,:than in. 

the past the d'-,~acd for .a.ew: telephone'S tb.a.t is bOuc.d to OO'nt1.ilue 
.. 

a.t a. ra.pid rate 1.0. Lo~' Angele:a. ' ~e rat os . fiXed in this d,e,c1aiol1 

will make., it possible for s.ppllo8Jlt to render 80 high cl8.S8 tole-

phone service. .,'", 

, ~he Commissi0.a:'s telephone e.cg1neere. in cOnjUJlOtlOl1 
, , 

w.1. th t~ee.o.g1J:leer8 of tho :Boa.rd o:t J?ubJ.j.o utilities Q:t "the, C~ty 

of !.os Angeles, msde an SJ:!.Slysis of the C¢mp&.r:ly'''s reco~ds' o~ 

service "Ob8e..~/s.tioll8 s..o.d ,of troublo records. In .s.dd.1t·1on. an. 

i.c.depe.llde.c.t, se~ce test W8.S conducted bY' "these- engineers.!!:!he '", , 

s.nalys18 of t~e eompSJ:lyts, own records led to the eOl1c~uzt~l1 tha.t, 

the management, is making s8ot1sfa.e-tor.r efforts to, g1:ve good aer-

v.1o.e~' but tbs.t .the n'tZmbel'o;f, troubles-reported is excessive,. tha.t 

the actual trOtl.ble ianot cles.red with $~1cieJ1tpx:omptn6s.s 

and that. the.1.c.ve.etiga.tio.n ,of 8. co.c.s1O.ors.ble. portio.n. ~' the 

troubles1s Aot car1'1e~ far e~ugh to. dete:mine ande11mi nate 

the condition,oecaSiOning the report. ~he 1.c.do~:dent serv1~e 

tests led. to theconelusi'o.c. tha.t the pla.c.t am equipment is .. 

not beil:lg .ms.1.c.ta.1Jled. 1A . such condition 80S tl) pro.vide. good ser-

vice a.c.d. tha.t . .a larger n'Clnber of· bottGr trs.i.1:1ed employ~os .18 
• " • f' , 

req'C.1red -;for the p:roper ma.1nte:c.s.ncs. o! -tJ::e plant •. 

S1:c.ce' theee conclusions Were :rea.ehed, the Compa.a;v 

hae made arra.c.g~ts. upon the Co.x:miee10nl s. euggeet1on •. to 
, " 

1nerease1ts maintenance and oonstruct1on forces and we beliove 

an ~proved servioe mar 'eo~1del1tl1 be ~ected_ 

~he fo.lloW1.1::lg ~O%'m o~ order 18 suggested: 

r' .-~ --~.' , . '. ,. ..... -_': .... ~ 



SOu thezn Ce.lito%n18o ~e lephone Col:lpaJ:ly haVing applied' 

to the Co~ss1on to% an order t1xing just and reasonable rates 

tox telephone eer'V1ce. tor the :f1x1l1g o:f an e:f:fecU'VG date 8!Cd . 
. ,', 

gether with :rules e.nc1. %eguls.tiona; he8.%1nga b.e.V1ng been held. 

and the Commission bas1Dg i t5 conclusions on ~e :forego1.llg 

opinion, and. :U.!1d1llg as & tact that the %s.tes a.uthor;se4 and 
the ela.s8e& oi service suggested in this opinion. together with 

the oxcoa.nge 8.%es. and. boands:ries de:f1ned. a::e- .1u.st and reasona.'bl.e; 

'I!I! IS HEREBY O'RDEFK1), tha.t applioant :file with the COm-
o • • 

miSsion w1th1n !~teen (15)d.e.ys ot the d.a.~ ot th1a oxeler & 
" . 

eehedt2.le of rates and aerv1cee as ott"tl1ned in th.e p:z:eced1ng opin-

ion. Upon a.ppxova.l by the Cox=d.ssion o:f 'the schedule so :filed • 

. applioant 18 a.u:thorized. to make these rates e:f:feeU ve &8 of Jan-

tt~ J.st. 1922, such e:a.tho:r:1za.t1on to 'b6Stil>:ect to· the :follow-

.1ng eondj, tiona: 

. 
l.. Adequate and. e:l:fi.c1ent telephone se:rvice! shall ~ :ren-

dered at. all times for all ola.aaes of se-rnee. 

2. A:;>pl1eant sh&JJ :tile with the Co:nn1ss1on within :fifteen 

(lS} c1.&ys of this orde"r, :for the approvaJ. o:f the Com-
. . 
miSsion. e. map shonng 'the !.os Angeles p:r1ma.r,. %&te 

8%e& $S o:LtJJ.llod ill the torego1llg op1m.on. 



z. A.pp11ea::.~ eheJ.l subId.t to 'the Comm1ssion .. Within . 
. . 

fi:fteen. (15) daye frOT:. the date of this ordor. 1'ts 

proposed. rules 8Jld. X'egu1e.t:tollS· to eo~orm to the 

r&to structure outl1.c.ed. 1A the =,orego1llg op1Jl10n 
! 

and to the prescribed rete area. 

~he :eorego1.c.g ,op1n!.on am o:der a:t'e herob7 approved 

8J1d. ordered ~11ed as the op1.a.1o:::. 8.C.d. order o=' 'the E2.ll:rosd 

l~ Dated at San $ranc1seo .. cs.J.1~om18.. this ..... r_~ ___ -.~ 

Coxr:m1se1o.c. of the state of Ca.l1:for.c.1a. 

of Decomber, 1921. 

CO::::m1ssi onere • .. 



Li8tO;!Exh1b1t8,l'1J.ed 

I2:. .cpli.ca t1 OD. lVo.6286. 

-000-

, ,I ~F11ed by ~he ,ComPany. 

3. 

l'1l1ancial'atatQ.ent4, 
-)(onthl7',ra.tea for principal cls.sae8 o'r service. 

Statement ,o:! delqeci orders held ~o:r mater1ai or eqa1:pmont. 
, , . 

Xarrative reporto~ e~a~~etion. 

Increased annual'expena& dce to wage 1n~e.a.ae8 onl7. 
Gross %'wvena.s. expenses and net 1nCOJ:lO 8, montha ~917. 

'1es:ra 1918-19 .. 20 and Je:rmsry 1921. 

~, Income ata.ter::iGnt-1917. 

'I.. ,Income- sta:tement-1919. 

S. Income 8ta.1:emen~1920. 

,9~ Ineom., atatement 1.9ZL.' 
" 

10. Cl&8a1:f'ie&t1on of stations b,- classes of serv1ee sndb,-.. 
ra.tes-·Febn~ 28 .. 1921. 

.' 

11. Eat1ms.ted reVenaes and exp81111&8 '98e:r 1921 onder :present ra.t~ 

12. :EropoBod rates cOTerillg the ',pr1l1e1pa.l claasea of service to-

gether with map shoWing ·,proposed. pr1ma:t7 re.te area. 

l.2&. Proposed exchtllxge rates. 

13. Eat1m&tod. rnenaes a:a.d a:pensea '188% 1921 under proposed rates. 

l3a.' Propo8ed excbsJl8. :rs.tes.~ year 1921. 
, '. 

14. 1Up shoWing 'present ,:rate area.a. 

l5. 1Il:ap ahow1:lg present ra1:e areas. 

J.O.. Map "8ho~ propo~d pr1me.rY rs.te area. 

1'1. A:re.a. a.ssigned ,to the Southo:r:o. Cal1:f'oX'%L1a. '1elephone, Comparq 

ander decision 3845. 
-4.5-



'18. Map ahoW1:::z.g area &s:s1gnec1:' to Soathern Cali~orn1a Telephone 

Comp~ under doo181 0:0.384.5 • 

. 19. :Map ahowiD8 azmex:a.t10118 to the C1 ty o:f Loa Allge1ea and al.ao 

area. ass1glle4 ,to- the :.Soa'the:rn ca'1for:o.1.o.,",~elephone .C~a:a;r. 

20. 'InVentory' of :proport7 o! Soatllern Cal1:for.n1.a. !rele:phone Com..~. 
" 

september .30, 1920. ' '< 
, . ',,' ~ 

2l. :Eat~ted costo! reprodac't1c,1l of propertT of Soathem .C&l1!-
,., . ' ... . .. . 

. . . 
orn:1.a !:!elephone C.omp~ •. September 3O,J.920. 
. . 

'22. Report in ,coDnect1on with ost1me.ted ~ost o:freprodoct1on 

Soathern Cal1:fonl.i&' !I!e.l.phone,.Com~" ,Septem'bar 30 .. J.920~ 

2Z. Eat1m&ted cost of repro4act1on leas depreciation o~ propOrtr 
' . 

.. :, Sou the %'%1 Cal1:forn1a, !l!elephone Comp8%l.j"" September 30,1920. 

24. Estimated, coat o:f ropr04.Qct10ll. .. ,and eat1cna.tod. coat o:f r ... 

product1on~~88 de~reeiat1on Soathorn Cslifor.n1a ~olephone 

Co~ broaght down to )larch 31, 1921 and October 31, 192~ 

25. Soathen Cal1:forn1& !re1ephone C~ 8etaal pe:dor::nanoe 

r' • I 

26. Samt\l.S.X'Y of appra.1sa.la 8lJ.d :fair valae. ~ 

'27. ·Standard SaPP17 contracts end aopp1ementa therete> between 

Soothorn. caJ.1fon11& TelephoneCompa%l.7 and We8~rn EJ.eetr1c 

Comp~. 

2S. Com;pe.riSOl1 cost of "telephone ms:ter1:alato Rome !I!elephone and 

T&legraph ComP8llY' of Loa, .A:a.ge1ea sn4, Rome ~&lephone and ~el ... 
. . 

graph Co~ of Portl8nd oregon va. cost of eqai~ont items 

to Soathem,Oal1:torn1&· !I!elephone Comp~ onder contract with 

Western Electric C~. 

29. COP'1' o:fAg%'eement with ~o .American, ~elopho:a.e . and' .~elegraph, 

Company' •. 

30. :Reply memol"andam in a.nawer to Exh1b1 t ".B" of the :Board ~ 

Pabl1e Util1ties o~ the City of I.os .Angeles. 

-46-



, 

II -Filed b:v the ,City"-

J.. Report e:a.t1t'led .. ~:Bos.rd o'! Pab11e Uti11t1e8. Soathern 

Cs.J.1:torn1& ~elephone Compa,:a:r,. Increase 0'£ :aa:teis -

Be:toro Cal1!or.nia Railroad Commission - R. Z. Osborne. 
Jr.. Chief EIlg1neer. 

!. Income Statements ~or the years eaceeed1ng consolidation 
kyo 1. 191'1 to September 3O~ 1924 

c. :Repl:,r mEttllorandam. 1n 8.Xl8Wer to Exh1b1t 30 o~ Soa'thern 
',' 

California Telephone Co.op~. 

III - Filed b1 Engineering Conference. 

A. . Report o'!' Zng1lleering Co~erence in Soathern Cal1~orn1a 
: ,f' 

Tolephone Comp~ Rate Cese - liovember '1. 1921. 

....... 1. ..-

, . 


