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In the matter of the a.pplica.tion
.02 Southwestern Home Telephone Com~
pany, & corporation, L£or an oxderx
authoxizing saild company to estab-
ligh cextain increased rates, tolls,
rentals and charges. -

~

Application No. ’65.98.‘
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Yax Thelexn for applicant.

F. A. Ieonard, CLity Attorney, and

Ae £+ Brock, President, Boarxd of -
Trustees, L0r City of Redlands.

Be No Pratt, Wiliam Colliex axnd
S. E. Burton, for sn.baoribo:s of
2lsinore snd vicinity. -

We E. Panson and Burdetite Raymorx,
for Hemet Charmbexy of COormerce.
A. 2. McDowell, fox snbsc:i‘:-e:e in

Isttle Lake District..

BEUKDIGE. Comm:!.sad.onoz.

O?IBIOB

Southwestern Home Telephone Company, ap;plicant in thia,.
4 procoeding. owns and operates telepnono exchanges sorving th.o
cities and towns of Redlands, Sem Bermardimo Comnty, and Ba.n-.
ning, Beatm:o::_zt, Elsinoxre, Eemot, Eez:is,‘ San Jacinto and"ma?a-
ecul&, Rﬁ.versid.e Cozmty, and adjacent territory. The appl:f; o
“cation as origﬁ.nally :cilod sets :to:th that the rates oW .’m '
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fect do not yield revenue en.:!ﬁciont to meet- acmal and. :ea.- |

sonable maintenanco and operating. expenses, together witb. a.

reasonsble deprecistion annuity and t0 Jield o fairx :etv.zn on

the ia.i:: value of tho pro-_pe:r'cy used a.na. uaeiul in the pa‘olic

sexvice. The conmiaaion is a.aked to make 113 oxdez' a.utho:riz-
=)=




ing applicant to establish rates set forth in the application

. amounting %o an 'incresse of 33 1/3 % over the present ra.tea.
:Eublic hearings were held in Redlands ox April Sth a.nd
in Log .Angelea on July lst, 1921.

4t these hearings applicant fi{led a number of exkidits,

am.ong‘wb.ic._'n'. are statoz;eﬁ'ts o2 claimed investment tOge,thér
with s’ca.te:nonté'o:f receipts and expexditures for the year 4
1920 and of esfim'a.téd receipts and expen&i‘#n:es Lox ﬁie ?yeé:b
1921 nnder tae proposed rates, tho purpose of ‘tb.oso o::hi‘b...ta
being to show the necessity for incressing the preaont ra'r.os.
The investment ¢laimed by a.pplicant is based on an :anen‘co:y
pxepa::ed. by it d.u:ing the year 1914 to which ne‘t a.d.d.itiona |

-.to December 31. 1920 have besen added. mhe ongineezing dopaxt-

' ment of the Commiasion bas also made and presented. a va.luation
:"  Teport in which the’ valuation is iou.nd. considezably lower than

o tha.t cla.imed 'by the applioant.

At a cozfereace hold. on Novembez 26, 1921, between ::op-
resentatives oi the applicant a.nd of the Bailroad COmmission.
- 4t was agreed that the company and the C:omission's engi.neer-
ing d.epa.xtment s.b.ou.ld each submit a ata.'temont aetting forth
their difforent views rolative to the valustion of the ap-,j' |
- plicé.nt!a proPe:ty. It was also sgreed at -this-coniexencé"‘ f
‘by ::ea.aon of the £ac o 'the.'t the company and the Cormi ssion'
rengineering department do not a.g:ceo as 1o what ke falxr va.l'a.e
ot th.:.a :pzoPe:c'ty is and pa.rticulaxly gince applicant a.dmits

tha.t 1t will ve mblo to establish and ¢ollect rates sa.::-
2icient to yiold. a £air Teturn on what 1t considers a iai:r
valuation of its property that it wou.ld. submit modified achod-
ules in llen of those ozi.ginally set ou.t in i1ts applica:tion.
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.. The statemenis and modified schodu.loe bave since been submit—
' od. and the matter is now ready for decision.
. The valuation 2ound by the engineering department of the
Commission and ‘shown by 'tae valnation report pzeviou.sly :eiozze&. |
10 was $582,29’7.00.‘ Thig valua'tion i8 on an- hiatorica.l ro-
pxoduction cost undopxeciatod.. .A::tez conieronce with xopxosent-; |
| stives of the company, the Commission’s engineezing departmen‘t
has ma.de corzections %0 the original. ﬁgnxe resuliing irom cex~
tain additions ‘and deductions, bringing the o:riginal ‘valns.tion |
up to $892,148.00 as shom by the onginoezing deps.:tmam'a sta.te-
" ment above xeierrod to._ The company & statement of compa.:ablo _
. Aitems shows a valustion of $491,,755.51 10 which. ia a.d.ded an. item ‘
of $12,761.00 for mate:ials and supplien snd a.‘:tuthez item of
_#7,000.00 fox wox]d.ng capital, meking. 2 total of. #511.496.51,
which ia the a.mount now c¢laimed by applicant &3 & pxoper rate
" base. In compa.:rison the items appearing in theae two sta.tomonta

are &8 follons. - ’

_ Statement of Statement of
Engre Depts Compa_ny -

' Physical Propexty $ 374,442.00  § 418,860.86

Development Expenses . 3,883.00 . 605612,00

Prenchiges,Contracts and , | L

- Rights of Way _ 1,062.00. o 1Z,262.65

- Materials and Supplios _ 12,761.00 12,761.00
Woxking Capital o . ] = 7,000.00-;

Totals, ~  § 395,148.00  § 511,496.51
The amounts ahown in 'the Bta.'tomonts o:.‘: the enginoozing ,

, depa:tmont 80, ‘balow those of the company in tke 1toms a.nd. to
the extent :tollowing.

Phyaical Property $ 44,418.86
Development Expenses . 56,729 ,00
Pranchises, Contractis .

.and Rights ol Way 11,200.65
Working Capital 7,000.00

Total, -~ . §119,548.51
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This difference in valuation o£ physica.l pzopoxty _
arises cb.ie:tly :ﬂ:rom the fact that tho company'a appza.isal
is dased on muit.costs representing average pricez ot labox
and material pzévuung in 1914, the year during which its |
plant was iﬁventoried.; wkile 'r.hosé applied by ‘thn Commiséion's‘
engineers are a.vora.go hiator:loa.l cogts obtained In most cases
.:ﬂrorn the compa.ny 8 voucher records.

The amount claimed. by the company for dovelopmont ox-

- pensge, according to ite statenent, is, the amount which has been
carried on its r'b'ookva. The amomnt allowed in the engiﬁee:ing '
department’s statement for this item is 1% o2 the toté.. 61'
phyaicaz. pxoPerty, Lranchisges, cont:a.cta a.nd. rights of way, a.nd.
‘ma.te:ials and anpplies. '

' The” amou.nt claimod by the coznpany foxr ixanchiaea. con~
tracts and righ'tg of way, a8 its etatoment shows, i3 2lso the
emownt eppearing oz its boozs for these items. It appears on
the statement of the Commiseion’s ene:mee:s that theze 8re two’
iterxs :anluded. In the compaxy’s cla.im a8 £ollows: one itex ‘9::
‘$l.000.00 oovoz-ing a coptract for the joirt occupa.ndy o:t ;polu
entered into during the: yeax 1914 a.nd. growing out of & con~
~ troversy between the a.p;plicant and ‘che ..,outhezn Siexrae .'E’mr
COmpw concorni.ng the use of coxrtaln sireets :t'.o:c the location ‘
o2 their respectivo lines; the othe:. an 1tem o2 $10,200.00,
covering a contzact with !I.‘he Eaciiic melephone and elogzaph
Company for the pu:cha.ao o:t propexrty fxom ﬂ!he Ea.ciﬁ.o cqmpa.ny '
‘by tho spplicant and 2or tho mterezchango o2 so:rvice 'between
the contxa.cting pa.rtiea. In each of these Two tza.naac'tiona tho
 expenses involved are capitalized by ‘r.he company :Ln its atate~
ment, and in com_nec “ion wi‘th the latter transaction, 'l:horo a.p-

pears an issue of $10.000000'.p&2 valne o2 'bon&a to Nr. o:p:acuq
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for his services in this tramsaction, this amount being:

included as & capital charge in the co:::pa.nj's claim. The

sum cl,a.i.méd.by the cémpa.ny for these two coﬁtracfs $1l,2QO'.OO

is no;t: included in the statement of the '%miséion'é engiﬁaezs.

The amo'a.nt cla.:l.med. by tke company for wo:rking capiial,

.;p‘? 00C.00, is an amou.nt which 4t cla.ims ropzeaents aubstantial_.y
one month's oPerating expenges %0 which it azges it is entitled
fox wozking cwoita.l. 4 statement of the Commisslon’s exgineers
| ﬁsallows this item on the theory 'hha:t since the compa.ny collocts
ita ra.tes in a.dva.nce -and the revazmes thua collected 'bei.ng in
excess oﬂ 148 monthly opersating o:x.penses 1t ‘48 not ontitled. 1o

.sny clain Zox woricing caplital.

I do not considez it necessa.::y fox the CGmmisaion t0 come

to & decision in this szceeding on the merits of 'the dispu.ted o
'items of the valua.tion. It xay be sta.‘aed.. however, that ':ho val~ .
'mtion of t.his prope:cty was made by tb.e Commigsion’s anginoezing
'.d.epa.:t:nent undoxr the seme methods and :tollowing the sexme general
rules as have been ‘adopted ana approved by the Commission in alfr.~

\ publ::.c utility va.lnations for rste na.d.n.g puxpoaes. imo:o is no
dou‘bt, X believe, that the Comm...ssion wowld disallow, 12’ the nat-

| tor‘hgd. to be decided, the capitalized volue of the contract with .

Tre Pacific ‘i‘ellephofne and Telegrapk Company (simce the expenses'
axrising :ﬁrbm'tha.t.contra.ct 10 applicant axe allowed iz operati.ng
expenses) and wou.ld. a.lso disallow, £o: rate making PUrposes, 'tb.e

: "I.tem o:ﬂ development expez:se. The se matto.r:s do not appeaxr to 'ne
of cont:olling importance, howevex,. beca.ué,e a5 will 'be ‘ahovm hore~
u.ndoz' t’ho rates pxo;osed will produce ::oz applicant a fair zomm :

on a xea.sona'ble investxent ox va.lua.tion 2igure.
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_ The rates a.t present In effect and those which the
-e.pplicant now - desires to make e:ﬁ:ﬂoctive, in 30 far only as
increa.ses in proaent J:atoa now 'be:.ng sought are involvod..

- are as io]lows. ,
Business Service Reaidence Service
Monthly Rate oz nate
Present Proposed Present Proposed
Wall Set Wall Set wall Set Wall Sot‘

Redla.nds .:.xcha.nge I

l-Paxrty Line.
2=Paxrty Iine

&~Party Iize
8=Paxty Idne
Subuxrban. Line
Employees. .
San 'Jacinto. and Eemot
Exchanges

1-Party Xire
'4-.'Earty Lsne

S-Party ILno(Block 2)
"W ,‘!' (\!' 2;7‘
. w * {( » 5}
” L b ( » '6)'
Mounta.in Lipnegs -
(Oak Grove & I&ylwild)
- Winchester Iine = .
ZEmployees .
- Perxis Exchango
L=-Paxty Line
4=Party Iine
8-.'29.::1;37 Iine gBZ.ock 2;
-3

Subuzban Id.ne( B_:Lock 5)‘

Zmployees. :
Elsinore. Exchange

1-Paxty Iine .

4~Paxrty Line-

B-Paxty I.:.ne(Bioczc 2)

v o 3)
» » ' ( - 4;
.Employees- T ’

$4.25
3,75
3.75

‘315

$3.25 "
2,75

2475

3000'

Se25
3460

375

45,75
3.35. '

$3.25

2,75

275
300

3425

$3.25

2.75
. 300
Je25

) 35_25“

4.50
4.50

4.50

$4.00

3.5d

4.00
425

5.25

3.50

,.3.75
- Selb
3.25

. 3eS0
Se 75

$5.25

2450

2.50.
2.50
S50 -
1.50\

$2..’15

ﬂ.OO "
300 -
3.00,
3400,
4,00 -
1.75

00

$
( .2.25 )( .2.50")

(Block 1) (slock 1),

226

2.50

275
3200
Z.25
25.
#25:75.
1450

m.'zs
226

2,26
2,50

2.76
2475

1.50 |

$2..75
2425

2.25

2.56

2,76

1.50 .

2450

2,75

3,00,

3285 -

3’.50‘

$3.50

- B400
1. 75 '

2.50
- 2.50 .
2.75
3.00.
3000 s
1.75-_ -

%500

250"

2.50 -

2'.175:_' :
3.00 .
1.75..

:Eoz- desk aeta iz place of wa.ll sets 8dd 25 centa pe:r I

month to each o:t the rates quoted above.

The ra.tea q,v.oted above are gross monthly :a.tos.

:Dia-

counts from each of the a.bovo rates :to:z: advance pa.mnt axe al-

| -




lowed as Idllows* '

For monthly payments made on o 'be:to:ro the 10th
day of the current month, $0.25.

Foxr guaxrtexly payments in ad.vance on or before

- the 10th day of the 2irst month of the qna.rtoz
~ for which payment is made, $1.00.

I:t pa:!.d. anmally in ad.vance, $4.50.

App]ica.nt hes . fpxesented. with its pzo;posed. schedu.le of
modified rates shown above an estima.te 01 the increase in’ gz'oaz
:evonma w.‘n.’x.ch it wonld d.eri.vo Lor theso rates over actual 8ross
revenues £or tho yoor 1920.- this esgtimate being ‘bmd on the .
‘atations a.cta.a.lly in aervico on Novombe:: 1, 1921. The amount of
revenue increase shown by this estimate after deducting li% Lox
tempora.ry loss o:e subscribers and for zogzading ot m‘bacn‘bo:cs
::omwing the pxopo sed {ncrease in rates is $14,514 .00. 11: does
not, however. takXe Into. accou:nt an:r incxea.ae in :ovenm tnzough
possible growth of the 'bu.sinesa. Und.oubted.ly there shou.ld. be
s0me a.llowa.nco made Lor the pnzposes for which this 1u6 his beex
dod.uctecl hu.t cons,.deza.tion ahonld algo be given to guch mczoa.soa
N in Ievenue ag may rosult 2rom’ ‘a g:.'owth in buaineas. Conditions
are snch in the to::zitozy in which applicant 0peza.toa tha,t in our
0p:£nion the growth . 1.n dusiness 10 be oxpec'ted will be Zimitod.,
‘and. 'tnis view is supportod by applicant's ez:pezience in :tome:
yoaxs. It seems :oasona.blo to assume, "howevex, that the growth
m buainosa will at 1oa.st be sn:cﬁcient to- offpet the tompo:ary
1oss ot l%% for which a.pplioa.nt bas made a.llowance in its'es—

timate. On this 'ba.a:!.a the amount of revenue increase reszzlt-

ing from the ;p:oPoaed. rates would be’ ,916,,059,00.




The actual gross revenuer und operating expenses ex-
clusive of dépreciation reported by the compaxy for the year
1920 were $111,918.36 and $74,261.92 respectively. During
the fou::- ‘montas of 'cne yea.r from Septemoer 1 to December 31,
1920, operators' sa.la.ries were higher then during the first
eight months of the year. This {tem of operating expense
will therefore pe‘ greater in 1921 than it was In 1920. The
amount paid out for 't:c.xeé in 1921 4= c.iso- greater thaﬁ the
amount,pé.id out d.urine: 1920. Estima.ted operating expenses
for 1921,taking 1920 expenses as 2 basis after allowing for
necezse.ry increases in opera.torz-' salaxries and 'ba::es.' :;nd. ai'tcr
certa.:x.n deduct:x.ons (conzisting of an adjustment iz cb.a:-e;e., o
a.ccident., and damage'- andg to automobile hi-e) to which. o.ppli-
cont has c_greed have veen mode will ...mount ta $74, 190.65. . Mter
a.llowing one-hz.l.. of 1% of grosv revenues for uncoll ecti‘ole
revenues and a.dding to. ooera.t ing expenses 3 3/10" of the. va lue _
of the. depreciuble properuy fcund by the Commi ion'-~ engineero. '
Tor d.eprecia.tion ...nnuity, thiz addition of 16 059.00 Loxr gros*
revenues would lca.ve o net income of $40, 245.83. This ‘munt
would be equiv...lent to 2 retwn 33.:z.gb.tly in excess of 10% on tze
valuction found. by the Cormisse on's enginoer.,, ;plm, ...»'7 000 00
Tor working capital, or 7 7/107 on the compeny's vulue.‘tion.

On tXe basis above referred to, ag to opergting ex-
pensez and de;preciution, the rates hereinafter sugges ted should
vield a return of 8. 24% on the va.luation Lfound by ‘the Coxm
sion's exgineers, had ‘the Comiss...on ...llowed the comna.n;v"-
cladm for £7,000.00 for working ca.pita.l, or 6.4% on the com-

pory'ts veluation. Unde:é the cir cumstonces in this ca.se, it

1z our opimion thot rotes wWaich vE1l yield this mount of met

return are reaszonable.




Suggegted Are as Follows:

Business Service Hesidence Sexvice
: . : Monthly Rate . Monthly Rate
S Wall So‘t Wall Set
- Redlands E::chango ) ‘
1-Paxty Line " $5.00 S $3.75 o
. 2~Pexty Iine.. L he2B , -2.76
' 4~Party Iine ‘ 425 ' T 2J76
- B=Party. Line . 4e25 | 275
Suburban.- Line. ' - ' 376
Employees. - - - : 1.75.'»,
San Jacinto axnd Eomot Exchangoa ' -
: . L (Blocd: 1}
4-ra.zty . Be25 - ( 225.).
S-Earty Id.ne(Block 2) ' 3e25 e [ 26257 .
» 3) - , 350 : 2.-.»0'7 S
e w g ( ol 4) ’ : = ' ' 2475
. *( *. 8) L 400 - &e00. -
wowy = (- 6} 425 Jelb
Momntain Idines : s . e
{(Oak Grove & Idylwild.) $4.25 LT 83425
Winchester Iine . - - 375 ‘ 2475,
Exployses . - , 176
 Perris Exchange ‘ . :
-~ l=-Party Line %050 i
' 4=-Paxty Line : 00
‘ B-Puty I-ino(.'Block 2) , 3.00
L ,".5) 3«25 ‘
» L 3 T 4) ‘ 2,75
Suburban Iine(Block 5) - _ 275
Dmployees. | . : . ;-1.’2'5':
Elsinore Exchange ' - | ;
" 1=-Paxty Line : 4:2.75 ’
4~Party Xdme . .- , ‘ . Re2b-
B-My I.‘x.no(Blom: 2) - | , L 2425
v e ! et 4) ' | | 2,76
Employees. . . . T e S 94

 Por do'ak- sets Iin plece of wa.llhseta’ add 25 cents per ménth'
0 each of the rates quoted above. ' |

The following order is recommended:.




Southweatern Home ,ﬁelephone Company baving e;ppﬁ:._ijod
1o the Railroad Commiasd.ob for an order authorizixlig.h ma
'compa.ny to osta.blish cextain increased rates, 't:olls, rentals
and charges; public hoa.ringa baving been hold- the case ha.ving
been gubmitted, and the matter being now zeady for decision,
IT IS EEEEBY ORDSRED that Southwestern Eome Telsphone
Company be and it 15 hexeby 'a.ﬁmonzéa" %o publish and’ 2ile with
‘this Commi ssion within m::ty (50} awa :Erom the d.a.to ot thia
order snd to make o::toctive on . after .Ta.rrxzazy 1, 1922 the
schednle of rates set forth im the o;pinion praceding th...a oxder
&3 suggested rates, aubject to tho conditions iolloring
- 1e The rates herein a.nthoxizod ghall de m’bjoct to

the same dlscomnts for advance payment as are
at present in effect. ‘

‘2o- 411 o2 the rates snd all of the raules and regulations
atfecting rates now in offect cther than those
brovided for in the schedule herein snthorized
shall be continued in effect until or unless othoz-
wige a.nt‘horizod 'oy the Commission.

3. REfficient and adequate telephone service shall a.t all
tines de pzoviaed 10 all subscribexrs.

The ::o:rogoing, .opinion and order are hexo‘by appfoved and
ordezed. :Eiled as the opinion and oxder of the Railroad Conmi ssion
ot the State of Californis.

Dated st Sen Francisco, Caltfoz'nis., this_ 2,/“”"

of_dony, a&c-_-_— , 1921,




