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.App :P n.:~ce 2 :  , P G ~ I  Ii. Turnqr~?. st,  Esq, , Dexive~, 
Coloi-ado, wid 

Elner E. Erodr, E:-3q,, Denver, 
Colorado, f o ~ .  a p p l i c u ~ t ;  

Marry M. .ric~ward, Esq , ,  md 
Joseph A. Riggenbach, Esq,, 

f o r  tilt? City of b n t e  Vista, 
Colorado; 

FrsnIs A ,  Hoisiugton, Esq., f a r  
.the City of G m d  Juuc-Li~n, 
CoZo ..%do; 

L. R. K ~ ~ i p e r ,  Esq,, f o r  the 
C i t y  of Delta, Calorada; 

Leonard "1, Canpba:CL, E:jq,, 
Lefm6. Z. Modesitt, Esq,, 
MAL&ic~L Johns, Esq., and 
M ~ c o ~ ~  Cm~"r*xford, Esy, , 

for t'rie City and County 
of Bezlver, Colomdn; 

F, T. 1Ienry, Esq,,  an.?. 
Louis Johriao~,  ES;.~ f o r  the 

City of Col.omdo Springs, 
Colomdo; 

Er i c  T. 'Cs~lly, Esq*, f o r  the 
@i.ty 3.i' Puebl~;,  Coloredo; 

Zarl I?. Haff'ke, Esq., for the 
City of Fort Morgan, Cola- 
"do ; 

;T~hn C. B&cs, Esq. ,  for tim 
C i t y  of Gr%rmd JuucW.on, 
Colorado; 

Jcrn A. Hughes, Esc;,, for the 
City of 2,iont~.ws,s, Colorado; 

FLO-~ZI Sargent, Jr., Esy., D m -  
very Coloradq, f o r  t h e  
C&- ssion , 





i 1 
- ,  *I- . , ; + . , , : . ;  or . . : ? -  Lr; all, 

- ,  heariridi. cc;,,., ~ :i:,., c,: ,;!;$cai f l a 3 ; ~ ~  a i d  $ 1 ~  rij~'3~% ,'.0,131.3k:; ~f C ~ . ? { I P ' O X & ~ Z ~ ~ ~  

'tli!~. -ih?&@. s.L.~,, , ~ ~ ~ % ~ R J . ~  ~ ~ ~ , C _ O & O ~ ' ~ ~  . . ~ "  

X s A : l ~ . t .  1 !; :, hn-, czllegea i n  i t s  n2pli.cui;icln t h ~ t  i t  i.5 in dli. r o  

t i o n  of' ph1i.c stili.:,:; r~;;t?5, mC? y a r P ; i ~ ~ a r . L y  teleptioilc;. ~ d t e s  in C7o;o.- 

essively core zorlF~der3. ir. rei :~?i~t  years. Fm:n n rll :viuv ,if -ti~r? +:..ri.cis:lee, 

i s  npparuit t:, the Comd ssiori that, t h e  coafuseci :;tna;c of i.i.qp.i:~ c i c m  

Colosodo 9.8, to a is?,.;@ ext@nt ~c2sp0,"rsit~le for ~l\l;;l.-,.~..,~.t' s Yi11:r:cIeJ 

d i t i o n ,  Thi s statt.  ~ . f  cc:~ i':~;;icn ~ , ~ : r j J ~ c t e t i  ,!.:itil 8 s11~1'r3:",::13 ccjiiid; ,J 

a long s e r i e s  of l i t i d a t i o n  i n v o l v i n ~  a nxmber of ut, i l i t-es,  I r ~ c L $ d  

applicant ,  culrInati?g in o decision in 1949, wherein the Suprme 

rurt held thet  on ly  the people in Dcnvar, in effect, had the power t o  

cite ratew Lri D e n  :er, A sult f o r  refund of ce r t r i n  of t h e  rates 

pp l i chn t  h e h g  collected in U6mer a s  comaaced by t ~ o  aibscribers, 

Conmisslon, reco@ia;itag that service witnjlz the Metmpcslitan Area 

enver over which Lt had unquestioned jurisritction (which. :.,ar*vice was 

& s t r i c t  Court, in the  City t t ~ d  Ccunty sf bmver, asking rd~at  Cnur t  t r i  

eccted through tho Supxm- Court ~f t h e  Sta te ,  f zx~el_rlg res~r t  t.ed t n 

Gourt rwerszlg the ?9'!C) dccf s f  on, ar,u heldind tll:i* t!~i 5 .~+mL : ssLnr~ 

ughout t h e  S t a ' a  01' G r , l -  :wdo, and that so-called Yhone+ d o  ~lP1~i :s*  

no jur ' , sa ic t~oc over such rctees, T h i s  decision has IIOW tiil?eu rni~de 
I 

and t,herefaro, the coilfused s ta te  of regdrition in Cal?rilac-, ;tp 

clarif'i el? P n  2 * *  $0 the sendit ian s f  that tecisi on, nowever, 

3 4 



ssion h::; 2'v.k r'u'!. t.. ti--nc it m s  .in ti. i i~~i%' .cm tto act, m.ki.1 thh :  p : ( '~?:~ i t  

-- e, it, kL.-,, *, h !: ,,r,ur.., & ~ r i n g  &hi,:; i n t e r v a l ,  blim glirhg careful ?062- 

?& :;y, .:~-d.-~,~~~~,hJ ~ ~ A y . . , ~ ~ ~ ~ ~ ' ~ ~ & ~ ~ ~ .  pff." 1% 3 G ~x&%$j A>IJ$ 

Tk<: Plomt,aiu. Stat,es Tcl. t?phor;c mid T .A i;il.Y:;l h Ci?a?iviy 5 :1. ~i 

serv3.ces; nmely, 103hl m a  !,'3l.l +,r$2-c:phone :rervice i ~ :  t. .c Si.i;.t,es of 

nonfi, Srilos~cio, i.lor,trma, NBX? Eiiexf cos iit&., Wy~niu,:., I: ::ni'~ sca th i)f 

- 
proximately ei,:ilty.-five per  cent  of t,he au%sSmdin~: cepr;t::l. stock of  

appli cant co~lpany. 

3 . As no Led ~ ~ O V B ~  the h-.rlcctn Telephone and Telegraph Cam- 

c;.ils a co,ntm?.?hg interest in ~p p l i c a n t ~  It also awns the  Western 

t r i c  Corn~)my, mii it and Vestern Zlectric Company am the B e l l  

mtorses, ' h e  A m e r i c a  Cornpay furni &es Lo appllccnt  under contract  
- 

uin sem-ces, and applicant <lso ,mrcllases practically all of i t s  

t arld equipment fm Western F;1ectncic, Becanse of this rela-ralnnship, 

supplios  f r o m  k'estem Electric, wc! wk,ere applicant pays cert,:iia f'ees 



L , :  

efit cf el!. of t he  T ~ : ~ C ~ ~ : ~ I  R L L C ~  d e ~ ~ 2 q i : e x t ~  w;) t ~ f  ' L >  5 t . l ;  : 1-3- 1 21 

t also recelv~:; Wle ?rzr e: ll. of %lie sclv;ces GI' ',! J 12.11c1 C & , J J ,  , 

,,+ ! , >'*  

e not, avai.e.".:ls t~ i t ,  2.1, irc;~I.C flavt 1 : ~ : .  t::6;~.+A~jcJ ; - . - - i j  : .  

, . is CUFI-~X I; ';i. ;!.tyin,; fcI? t,La ;?t?svj.ce::,. ;if. titl:;.!, . . ; ,  i .  , : 

tiic fact.?:. : '.ie t b . i i , i t i l  used i,y L ~ P  ~ C & . C W  ~ , ~ ~ u , ~ ~ ~ J  &:: 



fi:-o ~IOCOS.-~\:::; ;:>+:I?. :!<>:bT~ :. .:L& TL~LI~,~  W J ~  had j,t ii<\,t o~:.,;:L J'Y,,: K,II 'f f ! ~ . : !  

tech110.7.c*~;.cz.' : .R iy~ :~ .xz ,~a i t o  wh.'ccn have 1-epdted fi:~-..:~. tit::;. . i:;,.~...~ ' u c, :, > - !  

t h e  bPwl*:-, i-,ii;:i:?ne rxt,~:: uori.d need ' k !  be :.rz,-,h I . '  h . 5 . ;  '-,.A! i-, , . r  - . ' *  . . )  

prestmtly, 'i'hese ~ ~ P T D Y R T B . I ~ Y  l ' r ? : ; ' i l l t €  : , f r \ < ~  ! C ~ Y L ~ : .  .?, ,. '2 . ': ' -I:'% 3 - *: - 

mentations, and resmrc!~,   id ~ ~ i r ~ i ~ t e ' I :  o f  ;-:~:2: .l.ti*:(s, .. MI: :: " ?  . , . ,+ 

reduchg the size of wires, tilero?y in ,?:~asi.i~, -ti- i.: ., \., ., - 

coua oe p~.u i r 3  111 a c n r l e ;  tne c:cLvri.o ,,:ajy, i ZP,Q -1 - i 

tubas res,~?t,!?-+:.. f t ?  low;3r ;::ewer con::;:a: .'.i.>,~ ns37 I c r i . - .  :C t;i ;,; i.1 . : T ~  <',~.t:~ee 

and replerzmcnt cud ii: StitP4~;ry fcciliti e ; ;  ce'. .3!.~1], ,.>::A (, J ;' 9,; it3 ;., ,.. ~ . i . l :  .,l:i rt  

wizich is presently In ' ts infmtq, but -I ,~,~i;;c-s .'; , ,.,, i - ,q ,. % 3 

economies; dnve.lopmant of' t h e  carrier sy ; ; t m s ,  IT! . t a * 

of messages ruay be ~ : t r r l & ~  3 v ~ r  fewer wires 

Tiir s includss iinly a few of ~h -? 895% X ~ I  LI t t r i",' 4 + :v~i, ,, 5: f :, 

~Riich have bttw --ad(. available to app13 ctmt ~xlder t 1-7 i~.ct.,i-, ,: (: Y -  + -.- ' . 

The evidazce l n ~ d c t l  ,es that  these mvlsl&s have btser rer.1 ar (! mr, t - >, , 

B , &~&~--TCJ-FJL:&X*~ c P -2, 

Mart of t h e  mteridls w i i l . a l  a?plicnr;, US<" 5t-. cnr : . , r  - i 2  

tion mid anillteumce of i t s  telephone ,.lant arc: ~ ,v ;<ehnsc~l  f 'r~m i 2 5 * ~ : x  

Electric C;.impany, Inch (hereinaf her re ,'+?rreci t:? a,; nk'c:,,4,r,:21n1 . i sssc I 

is, i n  &feet, the em~ufflatcrint: aixd s lpply depart i,t +'-,I* t t - l  : !,{if 

operat,ini: cenpanies of  the I3el.L %stail B ~ ~ i 6 l . y  -1 ( akj.11,;~ ,2ni7: ,: 1 

purcilases  MIX Westen) c v i ~ s i s t  of' te.le,uAone tippnraA s a : c :  K q 7 ~ ~ ; y  t I :, 2 

outside plmt matesial, Both telephw~ t ~ p p ~ r t u h  :I: d ci~lil yr- %?[\ . L L ,  , 

those materials us& at: c l ~ n t r u i  off ice  ; rac i  ttt rrj- i ,  ~ F S  t:~"t'x,i!; .-: ' , :- 
~ G ~ U ~ L I I E :  akat~:'II10&% d?ld @quipeat ,  t o l l  temi i I ..,p : ! . I -  : - : 

asaoci a ;ed upparatus, I t  t t l  so Include : mck. rterr:~ ., *.,:I , ; I> ,.: 1 ,  - + 

mmts, c0.h CCJP~P;IC~OI'S tltl~i telepzone bt cths ~lnc17 2 U_ZECI OLI e b  3 3 

scrfber' a p r m s s s  , Al.1 o f  these rague~ials a d  +.,I a pnn- ,+nv, -P ? - *  1 

are generally mar. rfact,used by Western, Other o u t u ~ i  i l a n t  i c r  .r .:I 

ch as poles, tmss-sms, wire, undergmuaci cclnriur~* rrnd ran-i,ba~g 



1 
CJ t'i 

~ n , a j o r  a d r 4 ~ i . i C  kcr i;' 7 . < I - ,  ? n f 9  , ;~TL::L*&~..-.~- . . + , j i c  ; -  

? > -, ti?,- 6 ~ ;  &iZLLc i-,k : ;>?+in;-, t,i~e f - i ~  2- ::t,2L5:: 11 Lu(: r ~ c ~ ~  A: - ', ,, 

procass?,;, Gu 2 i j l * i - c .  ir-s7 z l l  u,t:.>n jua , W~:.tem Lr. +;,hAc.'t -!ijr c T i  . * - t  

do the de.tarllec~ o ~ s ~ L c E & ~ ~ ' ,  ,.iiiparat!rs arid equ?'i~: 1 >lt Ir,,t~;;i., P . -- A 

maberials rc,,r: t i:n t %b-)s,it ~ i n e t j  -sever. per cent c.' .vpplidtl iL' b : I ,c,! . t i "  

ckiaees fm:~ Y O Z L ? ~ ~ .  Gostern rdso perfoms f o r  ,j. ! fc ,n t  .nt, f f - ( T c 2 i +  

dis tkibut ing Ilct rsc, certai-1 re1si.la;~j.L;~ rittf~r s e r j  CGS, 1,4 -' "' L 1 i l l  , 

I 

I : .  > i  .I 

Compy ,  hitl cf t h i s  is &one u n ~ t  r ti c ETStdlldarll : ,ipy .if 3 a I . L' . ' 

under w h i c h  Nestern agrees, on ortier ul' appli czint, :.cl(- .c *, 1 6 .  T LJ , 

fam insthxUfiT;i3ns of ~ c y d ~ , x . e n t ,  West, 122 th;,,~. agr i- ' ; i  9: l :c~.alry . 11 L,! I CI 

stocks of m a t e r i a l s  FAXUI perform t h e  vc  *vice2 p r e c i r  sl; L J ~ J ) ~  QL,  + i - 

nectlsn w i t h  t h y  Yuzovery of used mate;*id.s, Thi. ..its *<e c , i t a :  * 

quLre applicmtr!? to rux'&a:,c i t s  aate~5d.s fzrtm blestr~rn, En:: rn, a 1, 

contrc,ry, specifictill  y ~ t a t e s  that appl iccnt  does 1.ct ii.lyrtx LC t, 6b u,, 

purch~:ses fm7 kesteA?i if it doss not ,,dl t,o do s i ,  Tho coitt:: r::, 

,, 3" 

pr ice  at which +&a m e  ~ u j v t * .  c'lj; ; r A i  ~ L , ~ V C  trfv r v s ~ : , , )  . 2 ' * t,t  

ppl ied  to t.hm, I"nx%i:ilir,~*ly i:; tJiis ~PJ.L. .in cat,, : or' ,:r:e~: ,, .. 1 



, +:,, l,,; t 
* r k t  .J 

1 " i F *  c: C,,IJi >EL?? b&y'i,k,&q _ -- .'a " , ,--*.--- L.", - --.--- ".- 

I! .k : El ect f ic  Cl;oq a l l ~  ~ E ~ P ~ L L I I ~ S  ~a 'c I r k ~ ~  L ~ r l '  I b b d ;  

over t k i  4 , r A .hLl l ng  t h e  dspre u 3ion 1% int**..7 r e  ?@* z : T , ~ l  'P 1 

For t h ~  1. ~t , , : 3 - J 2 5  t 1 )  1 i j ~ ,  1 

FAectriiv T;e s -g i~ i  1~f pmt'i-b ;mrX UO;+ ?;ir i:? : L ) . l ~ s  kldbc av 's t~:t-c . , t% t 

w d  fox. t h '  s ~ ~ 3 1 1 1 %  p o l - i ~ d ~  Westcrlit 5 r.~", ccf seicxn ., * . l r  t , I  *. r r 

a ? W€stern is a manufact rLnb com;ltik.,, L L  u , ~  < .. 

Worlc! S4r; ' 1 t,ne bulk of ~ I , . I . ~  w l e u  was to Cni: V L t  i eii & . 2 .  "L 

and sor 7 f t t i i -s  blAsi.uess czni, in~es,  vver the  pn, t t il,:,y !E. _. -a .LG :; 

h g  war :J ti.-:, aba~:t 9% s Z  !4c,;LernA. ~~,.-i.e$ Ilsv? LC ' j ~ l  7 s*,, -el-3, 

A cam~,at.t:rc-1 c.f' Wc:;'iem' :; earnin;a h l ~ t  h o s e  oi' fif, . (->ti  t + ( 

w h i c h  C O V P X ~  L, croad CTI)SS : I B C * L ~ C ~ ~  of t i , , t ~ i l f a ~ l  - * d l  ; . fi J L  I , c bj 2 

that, thttse 'if ,y cc)qr;nie:., f ir  trie ~,t,l-iod fmn 1 jec5 ,: ~ ? L I I , L  ( jJ ' i c 5 

margirl >f pmf'i-t of 6$4 cents pair do i . l . 6~  r ~ i  ba.i.t'.,, a,: I:LSII~-_IT*CC r ,*,, 6 -  fv 

cents i',,r W I : , ; ! ~ , I ~  of its b~sinsss w i t 1  13~L1 cust-I 3r,, .+'c~T Lie . ?ie 

perioci, mic? Li ie  retunz ou r e t  mvestmeslt for  these ot i a r  comp<-,ali ;- + e  s 

lo$, cump~..a.uil witili Western% earnings of ' iUr f i  on - L ~ S  3u:;Jness :.i G I ~  i ( c 2  I 

customers, h? -I, e t iAs Com9ssion do 25 a o t  consi t;.r 'chci% tLii: - l . s i  

reasonskl~ h~tr~'t*.ge rate of earnings for n sanufnz:,urii~d C C L ? ; ~  7n - BT.- 

2 . . 3 .  Tht? s2ecisl Coo erat. I , ;  ':>rle,l '%ti5 02 .11e s&CI'LTC h C ; i : g , 

c o n t i n ~ c ~ ;  n t t m t i o n  to these enmL_ilgb, and is IC.:I~~, pt:j.~,oc~i c 1 r2jQ P 

to which t ~ Z s  f ~ c m ~ . s s i a n  dl1 Qve continui.~; cons,ds,r,i',i cn 

?3amtj.0:~5 of bterstsk r f i  Int;xi,,Q , -. --- -y_- -- a_-- __L 

1 3 ~ g ~ ~ , , , t g - ~ ~  ~ 1 2  -- 

'~i-i*cJ~ o f  the Ccl~~rado psopemct:; of  spplic::.it i :: L ? A ~ , ~ L  . t -i r i C i  

tion of botl. iitxautate and xnters ta te  service 1 : ;  1 3 ,l.i bi t3 

a8 OZ? @mLIy A) r~ ,3mtd  in this case, separated t b.c- Iv3trr:;.'str ily nr,d 

operatlisn,s f ma !.ts t,otid :lmt and o,;ecatjo~is by ^ilc us>? :tf =; 

as t h e  " S ~ p c j m b l ~ n  u M a n ~ s l . "  prepared Q+ n d~xb - C q n ~  i$t, v e  of' t,he !:! ( 

Staff Carunii.%-te~? of the Matianel Asmciation of Rni1.m~~ l aid Ut .! t :"a 

mi asioners ~ a ~ d  aedernl ComunicatI.ons Cornmi ssionL Thj s n n n ~ u l  h::, I (  ' T i L  r 

bean offxcl&ll;/ nclnpted by s Ccwmiss: on, and triero has t e r n  S + \ T X ~  



c?AP,S.CSS, ' L' . A h 7 , 1  ??LtLL2 ' R - z ~ c ~ ~ ,  k 
1 3. ? ,j 
-.A 

4 ," by rl3~~!7': -, , < '1 ' l C  i 1; G 2 1 1 ' * L .. 

Aascci~L i r l , ,  o ? .I- _; ,.ri.ic .' r.:!, . 2; -t $ies '.:c>n'&i : 1, )i , + . - L  

. I '  t iona Ccc'?i ,di nd , ': le.r.3, ~ ' i t h  t l t a  e : of Z 9  QI; ; , A - a , ! I  ' 

tio;rs ?rh? -;L ,-tT+: . .. r.-c~e ; q u i ~ ~ b l e  an& genercCL2.j- r , @ ? ,  s).kl Lie I p 

cemsd. rb: ' ) f :  ' 11: inPc~z-d.  bet~rean the ori.gincl h e a r  b~gn is;i a : E 

and t h e  ! - t : 3 ~ q , ~ Z  :r ,:,0 those hilarings i n  Cecexnber, the, iJ.~iiu::& t L,: 1, ,- 

t i ~  of T7~3:;:7jit: ~d UtiZi,iew Cammissloners and : e kf .lxrl - - L '  ' 

1 P tion:: Cainr~Lssl~. ;., agrvca uputi wlirtt is yc~t ;emrl  ly re :,trrc l , , , '2 :- 

ton Plan, m d  at the  henrings i-; 2ecenber, a p ~ l . i c e l a ~  A 
,-, - .  . . . 1 - 1  

exhibits b s e d  upon that Charles*,or~ Pltm, being r cl-n, , l ,~ 5:': .; d' 'L I S  

purposes of k h l s  case, a d j w t  sil p l a i t  items, spa:~~t .  ag -e i , t~ 
' 

operating expenses t o  ref'1ec.t the use of tile pmccchr. : . I -  

The tq+I.Pi.cant presented considerable t c s t  mazy ~1 vat- 1 E 

tnossen as ti, +,he fair W u e  at the present t h e  of applri.can-; s ;r?: 2i:rty 

seated witnosse:: vfio test if ied as t o  the rewmduction esst  new 1 ? - s  dorl~*e- 

applicant showing f5c average n e t  iAi~estmwt of appti~tni iri t c lap . . (  r fr 

srty which figures wcro based or1 the or i$na l  cost ,  of -&,he Tr t xtl; .esa 

ocated depreciation reserve. 12 addit ion to t h s c s  f i g ~ i ~ t  .is ~r 7:"?. - 
t artan% t t ed exhibit 3 s h 5 w k  g t he  ~ v e m g e  invest.; i;, t c :' 2. ! . -, 

E I 

er ty  with no deduction f o r  bllocable depreciation renerve, L , i,, : ,, r; t,htl 

verage inveatin~3nt in telephone -;.imperiz lesc  one-,,*rli s 3 c  U; t c ~ e t  w i  

arage doprccintim ' reserve 

ring that in arriving at a vdlue thi s Camrciasion &o ,I.* ,,A t: , 4  i g,h , ,r) 

th the present n.1.u~ of the telephone property of a p p l i c z ~ ~ l  M~ : i, LI; 

i ng  devoted $2 i)ul'lFc use and t o  the reproductioli cos% new Ie,,t! 



supme court. irt 1920, 

Mr. Roggs, kko Q B ax;~loyed by applicant, tes'ci L i d  %ilr t i;;1,3 

Colorado was bvke ~*opmducti,nn coat new leas depreciation value, and ,i 

testified tila t t : :~ average appraised value of the Colomcio btc at  L',J 

kk Theodore E. Emlyc,  Vice-Prosidant of the mglneerfng firm of D:iy 

a $85p164,6$3G,~0. As adjusted for the Charleston Plan, the vr*.ue 

f Deceanber 31, 1951, h the case of  Mr. Boggst testlnony, was f0uri1 +o 

e $88,076,000, and Mr. Seelye' s figures as of that date, @6,55: , trO 

a of January 3, 1952, the corresponding figures were $85, 52LE,8?\~QO(Y, 

$86,390,000, respectively, 

In conLrast to these figures, ",ha applicant also intm~hccci ex- 

bits showing t hc  average intrastate nm, inves%mmt f a r  t h ~  t::?'ve '3r-nJrk a 

$ M+IY 31, 1951 - that ia, tho tom investmmt l e ss  a l i l o ~  i. -l e d i  - 
ciation reserve. This figure amounted to $50,2U,07../+.00. The 8cr"tJI' 

traatate net in~e&~r:aut as of M e y  31, 1951, was $52,664,820.0~7.), Tha merage 

trastate net invastmeat for the twelve m o n t h s  ending Decaber 31, 235.- 

8 $53,562,626.00, and the actual intrastate net investmat as of Pee- 

er 31, 1952, was $57,650,932.00. The average for the twelve zionths 

g Janualy 3, 1952, was $54,201,058.00, and the actual net inv~.s.& tmt 

of Januazy 31, 1952, was $58,571,638.00. 

The cities represented at the hearing and the Colorado Muntci- 

League v i ~ m u s l y  protested Che argunents by counsel for apylicnrat 

t this ~ ~ s s i a n  ehould give particular weight t o  the valus.t i on of 

telephone company' s property baaed on a reproduction cost new 3 o qa 

rctciation theory in determining p ~ w s e n t  valuation. NY, Bxatier ,  a 

d t i n g  of wLde axpexdence, tes t i f y ing  for tize Colorc.do 

cipal Lsagua, stated that the legitbnate original cost i n  ECL L1lveut- 



marit (&.!::i C: I :; .: ' .. 2 ;t.. i l l . !  7r,::i of: t h e  pmpes-tji, Lc.33 tt;e: ddepA''?~l.:~+d t,; XL 

resenre) 5.8 < j;(; :.;. i~l,,:?~.: ' ,.:": rrirte base, 1 .~IU t ha t  the crppm.ised )!.'@ot'..i !. 

d u e  is b s  h.is ,>p: :lj.(:,x of pa si&.fim:ce, Mr, B u k l s r  .';estirild .th-a.k 

bcrmss:: -in cne ::.&mug r:.jqui.rmen-Ls of u t i l i t i e s  dur-in,: i n f l c ? , i ( ~ f i ~  - *r  

periods cxin t ~ ~ i  be r o f l e c t d  by a highc:r rate o f  rst.uzu, rwiilela ti 2 I 

by increasing k'ie ' rate base ob~-:.rc! t he  ~.ccoxded origAim7. @\?st 

This Commission does no% agree nt RU KiLh the ecj:.iLt:c' L<,!. : . 

counsel f err t h e  applicant tixit tha C o l ~  rzdo Suprme Coilrl in t i !  . ,L.!, .LO ,- 

Re;f'bbn C a s e , - ~ ~ ~  has iq any hay liriiitad t h i s  Cc;missioi? 'x! er ... A i 

theory or mother  as to tile ?so>cr ratr bzse that s l ~ ~ r ; l . i j  be set. ".y c%'-.: 21 

. ., C m s s i o n  h a 3al.un.tion 2mceemg. Y t, is the fitatil!;:: r 2 re;.;;j..r.i :;I l:i _., ?;y 

of t h i s  Comission to see t ha t  public ukilities tmder t h e  juri.sdi.ct?.c of' 

this Commission in t h i s  s t a t e  charge just and reasonable r.cci;ss f o r  :,?.+-.L?* 

services, Such rates  wntmplate the production cP r e v a c e  t c  ii pal11 1.; 

utility which ~ri? 1 y i e l ~  that u t i l i t y  a f d r  retum ilyoti rensouc ~ l e  

w l u s  of its pmperty at the time that pmperty is be.ing used f,.>r *.e 

public, T h i s  Colorndo Suprwe hurt has clearly recognized in t . hc  

Ohio Ref-% Case,- as indicated by t he  language of t,hs Com-t 012 

The Court, in that opinion, goes an t o  say as foU.a.ria: 

@To ascertain such reasonable vc.jlue f o r  the pu.iS- 
pose of fixing rates and in acidition to its net 
earnings, it is the nil6 of l a ~ r  .that thore rn 
four differeat theories for the determination of 
what constitutes a reasonable xa lue under the 
facts of any particular case* 'These theories 
are generally defined by terns which indicuf,e 
t h e  method of ascertaining what, would be a fail- 
retv~:m on t h e  reasonab1.e value of t h e  property, 
and are thus axpresscci -- or ig lna l  cost; cast 
of reproduction; outstanding ca?itall,zation, 
and presmt val.ue. Since the suthori t ies  are 
not agreed as t.a %he psoper theory f o r  det,,exvru.jning 
rates'nor as to the manner of sgplylng t h e  Legal 
p r inc ip le  established fo r  that purpose, it is b- 
possible that they should agree on wh~t consti- 
tutes n reasonllble rate in any or that, a 
decision -Ln qr state should control in other 
states, CLthough t h e  facts o f  t h e  case rray be 
similar o r  even identical b e c ~ u s e  the 
are not  agreed as to th.e pro;Jer theory t o  be 
applXed for the solution of the question,@ 
The   lop-bion of any one of .these four thac4rSes 
in a givm case i s  attetaded wi tn  p e a t  ;fiffi- 
'-ultiy and in some cases impo ss?: 31 o Ear any one 

il rl 



( 3  I ;  2 ; ;  2 .  h:::. - .: :2eijr\ .:. ;ldp-e,>. ;bl .. . 1.2, .- J 
t % i . - ~ m  .La %lie +; : : . , i~2~  xj;i@ti~qr?, OJ,' . . ~ i : e ~ ' j . : ~ i ~ _ ~ ? ~ i , f ,  '-:f 

r&cison-?L):l.e 6.aaur: of tile ,)r:vpel-ty, tha-i, 
rxx;lnl: lsioal u a f 5: lie ~:l~aractei" ray  be pr4~~'.,1::3:.1 

mb part,i:trlar case L ;  tc -rtnethcr any one or bore 

di:curs;on of tlds sc~bject is not impor t s i r~ t .~  

' L b  COWL then conc lud~s  that in anv case: 

t LS tr 1-,rerequisl.te that  R rt?asonablc v;ilLue 
of tho pxoparty a t  the ti%% i'; is bein,; used 
be ocsdublish&. 

ous approad.es, 

SLbt leqzrent to the Qkiu R e f i n l g  Case In Color-7 b, the C l l  t , ~  1 

. se of medrg-- Power C~rlzlisaion us, Be" ,u rd  Gas P i ,  :-: i, f'; , -. .!) 

S, 575, 62 S,  Ct. 736, and Federal ~ , O _ ~ ~ C ~ ~ W S S ~ C ~ - ~ ~ , ~ ~ &  >jzxdz 

320 U r  Ss 501, &!+ Ss Ct. 261. These de~lsil.a~li6 i ~ t  .pr,tc.i? 

e power uf t he  Federal Power Comiosion under t h e  t4atUrd. G .  s .c,t,, 

ch prescribes a statutory standard of just and rsasoa~xbJ.8 rattza 

lar to the statute under W c h  the C~lorndo PubLic Utiiitiej Ccmi is - 

on abtains i t s  aut,hority, In these de~i s ions ,  the  U, S. Suprmc Ci:c?--L 

cognized that a comxiasior~ is no t  b ~ m J  to t he  use o f  anv s i a  *,e for::lida 

o r  couibineici fcimulae in de.t,smnhi.nrr just and reasonaa~lle mi c s ,  Thc @-, lr.6, 

Vnder t h e  statutory stindtlrd o f  just and 
reasonablee it is the result raftched, not 
the nethod esl?p9oyed which is contimling , 

"rt.le~ef'3re. t h i s  ~ o m r o f  ssim ro.~-.c>cmi 7 e s  +.ha+ vh, 7 a i + cr r - r , r l .  -, ; 

lity might be to give consideration t o  the repmc?zctilr- c ~ s T ~  ;:w wixat 

of the telephone cor.:pw4yq s p m p r t y  as q;)raism1 b?; t:ies,rJs ~ 3 1 '  t r ie 

hone C q n n j r ,  it agrees with the Colomdo Wunicfpc;' Lcxy:~,a thn.8, it 

not bound to set the presmt valuatios of t h e  Telephone Cm;)ariy 3 

I 2  <> 



2r., ,)<3Y.-d -1'  ' , ' * t-.i - k.: r:" T:l : G ,  > . I - )  i 1 J . ? -  i ' ' I  

may fix t h ~  v',' C j r L  '" * L  12 ~ X ' & I . . I ~ Y ~ $  &XY>i,Qi*i.s:  I i k  G r  'LAk-' 

cost, l o s s  d e p ~  -e lu{ , i c  a, C L ~ ~  s& t t'eir ra t s  of ret~,m <xi ;i.et 

val~~atiox,, zo I, *fitj it 1dU pmduce revr~bues enablhil; Lht. uS,i.:; ;: tc. 

maintab it:: c, t, ii: m c l .  t%e,ract the mpLtal nocezaary f o r  the  ,,"o;-ar 

discharge of it - :- 11.1-ic c ivt ies ,  T l u 3  @ a m i ~ ~ i o n  w3.U t,hexi l?avr, s ~ . f , l ~  

fiexl i t s  olslL,;,,i:io.~ to the public and to t h e  u t i l i t y  ~.rkiii:,l it ~agulad;es ,  

In t he  in:;ta~l.f, matter, the CcAimlssi3n is of t h e  opini 311 t&d 

believes that the f~5.r vdtt-ttion of tht: property of abpll: omt "3n b e a r  

be determ"lnec3 0x1 Ule  basis of i-t,;l net 0i. i~iual  cost ori ' t:: - ot + 1 \.J611t. 

rado i r i t r w t n t e  Fhlvest~,cn.t,, I.css tl*i, aliucated deprecsYci(su : 2 .?7-:-~a 

As liereinbefore stated, the record in t h i s  mht tzr  c ~ :  , ' -L~: 

the figu,rae d l i - l~ f ig  t'ne Colorado intrastate invesh-aat of ap:ll:: c,+, 

less tlie nlloca t,ed deprecietson resemn f o r  v ~ r i 3 u s  pe~ i . c i  , ok , c , m  

May 31, 1351 a d  J m w q  33, .L952. In addit ion l;c the t eLt3$ TI : ,, 1 1 ~ 1 . f ~  

in $er r i ce  (Accomt h00.1}, thr f i~r t . : ,  shoving the tui;;il in1~c,-*,!-mlt 

include proper ty  held f o r  future telepk~c~ne use (Aecowtt 100,1) , te1.e 

phone p l a n t  acquisition adjusbent (Account 100.4), telepnone ; ~ a n i  

under construction (Account 100*2), aa~erials and sapplies (Aciourat, 

122), and cash working capi ta l ,  Then fr'am the t o m  Slvestnen4 3 s 

deducted the allocated depreciation reserve to arrive at t he  nt7s ix7~cst-  

m e s l t  rate base, 

Property Held f o r  kktwc TeI8nh0ne_~'d~e~ 

The mount claimed by app1 ic~r . t  a3 p a r t  of 1 iTs  m t ~  11 1 ~ l :  

designated as Rproperty held for fu?-,ure telephone useM c ~ n s i s t  BL 

we understand it, ~f tun pieces of pm;.srty purehesmiky t ~ p ~ l . - ~ , ~  

uhlch appl icant  i a  holdjng f o r  use in cr~am.lectim v l l - ) a  +bc ins.$,..1: i t t , i  - r ~  

of tw new central. off ices  in the  near s'ut;um, In view of UifI t ~ o n ~ l y i  

trends and t h e  t r a e p l d o ~ ~ ~  increase in real es ta te  RI~_:LMS r n  r thr .* t l l ;  y 2 i T s y  

we think that; applicant  has shown proper faresight i u  ?urchnsi t r  [,ha& 

perty a;nd such pmpelrtj should be included in t h e  mte base 

T_alephane P l a n t  Acsuisit ion Ad;iusttn~n_fe 

The Telopbone P l a n t  acquisition adjustnent, includea i n  t&e 

I 



i lk.<- --,*..- - *  P.' .. .L -.,- ..-L>~.:? C ~ S  r i te3.eph~~e plant mdcr ~ : a i - a t n ~ ~ : L ~ a "  PL- 

cL6a  4 . m ~  +, ' '. -1 i: ')cr'-n g constmctad, but which has not y c t  :-a 

m\ tian sho:!ld no% be 1;~1% of t h e  :::he base becu~se  it is .lot ret; -ire s w l k  

i! The a?p!.lcar,L nr?.iai.~at.es that plant under c o n ~ t ~ u s : i u , l  dl1 

-re ::-.at roiated ILZ.'~.CTE~U+, charged to cona t r~c t ion  3e  L.iii?-xded as 

additim to r cYrauo  k 2  c o l n p u t a  the net  operatin;r wxfnrrs. 

L T ~ a r i  :;as hem no cJ.isagremant among the parties as to the 

alieve Lkie re(i~"st of BUoi.eiloe for materiel& and sup,lllec i; mason- 

le a d  prcTer mCI s h o ~ ~ l d  be Incl~lcled u :  a *%:-% jf the Sf :  3. 

&.j& F?oP.&- j : Q  

Cash t~o&ing c a , i t i i l  is ,.ru~:. .+ .7ii 3' . J , ,e c i f i c j . ~ i i  or" ms~, 

ceeuary ta meet operc.i;F:,- expenses be2oro t h o  revmaea boccr~o stLt'ficSmt 

~ ~ f y  the60 mpc?;as. Tlr;i;. f'unde are supplied by &he o-,.-.>r:; 2,' s 

UQ, and conoopum:.l;- are a &anent of  the rate b ~ s c  :.;on i2licl1 the 

14- 



. t h ~ s  transferzi.i; Cke need for  r e t e n t i i ~ r ~  of Ierge btiLa~cea f+mm ap- 

pl?.fcant Lo  it^ &?.rent. Rdle applicant  has large m o m k s  of accxusd 

and unpaid t;u+o, 5 %  ~13~ac-i n ~ s d  sti l l  larger cash bal.nnctts except for 

t ha t  till: ,mount so claimed by applicant, which is F~ased on its actual  

wrk ing  (3e3hJ I S  aof; excessive, 

Total h'et Investment ---"- -_C_.-- 

%c.luding the teleghrsna plmt acquisiti ,?n ~ c l j ~ s t ;  ~$1.';~ hll ich 

Avorage fcr ymr acid Hay 31, 1351 $513,23 f': ,149 

Actua l  at May ~ I L ,  135-1 52,6@,ga 

ActerR-l ut Septmbar 30, 19% 553% 454 

Average frtr yoax mdoi;l Decmber 31, 1951 53,578,838 

Actual at Decgnber 31, 1951 57, &ya865 

Average f o r  year ended January 31, 1952 54,197, 378 

A c t d  at  J ~ ~ I A X Y  31, 1952 %,568,5%) 

0-b~ Rssultg - 
ApF icbrrrae has -tained i t 6  accounts i l  accordmce with tt 

syatan of accounts f i r n t  prescfibed by the Interstate Cmcsma C-a- 

&on in 1913, and since 1935 has followed a uniform systm of accounta 

Ccmm.ission, and state cmimj.ssicna in o+,her states in wliFch s p p l i c ~ a t  

operatea.+ T'ne s t e f f  of t h e  Cmm~isslon has made n careful check of t he  



, as to i;he ::ccTdracj of +hcsi. k t  ILLS, ~ B T L ; ~ J  t . 4  t L.' , , . ' n 

have accLs-tecl titpx, ar. ) 4 + . : ~ 1 ~ ,  c I * : E c ~ .  ' i h ~  NCCC~UP'.: :_a,i :\-L.. ~ ~ u i . , &  

aanuw* by Lyi ,wid, :b,; B..os, & M~nLgonery, indebcncd: :lt public 

accountents, t?co 'i',3:i, ( ~ ? d  a t  the t i n i ~  of their  orlg-liieb a;!'i< i u  

1935, tha t  firm roviewsd t L e  records of applicant  si>.ce it:; fo~::ation 

p r e p m s  repor t  e af ;,l~zit i n v e s b m t ,  revenues and expenses by states, 

a c e  each atuts7 z:wa i d  a11 o ~ e z - a t b g  unit under the direction of dif- 

fermt opemkin~;  nf i'j c ia ls .  These state reports reduce its revenues 

and oxpaqse;. %o ;.. fifc;ure for net operating e a n b g s  and &ow the  in- 

v e s b w t  <>f -telephone property applicable to each s ta te ,  tkersby pm- 

cant, t he  p*aq accounts are aub-divided so as to 0bteJ.n directly 

t h e r e f m  r.s nearly as 2ossible t he  data required for m p ~ l ~ s  by s ta tea ,  

Revenuob: of each s a t e ,  including the proper portion of interstate 

telephone plant applim?)lt to a s h  state is mcorcled separately. Ek- 

proper partion of division and general expense, is hclucied for each 

sttite. These o~cratin, ; :  renorts f o r  state areas cover jll o ~ e r n t i o n a  in 

the telephone p l a n t  of ayi~ l iean t  i n  each state generally i s  used for 

both intrastate and interstate operatians, and the w e  mployees handle 

both types of agc~vtions,  it is necessary for the applicant t o  make a 

separation of t he  Jant operating appmses and all other factors  by 

means of studies of the usage of tihe two types of service - that is, 

intrastate and hters ta te .  Uhsn the nearing8 f i r s t  cornaced in thie 

case, these separa t i~ is  were nade in accordance witdl the  principle^ 

set for th  i n  the Separations Manual covering Standand I i r o c d u ~ a s  f o r  

Separating Telephone ProL>erty, Reveraucs and Miensas preparcd by s Sub- 

h m i i t t e e  of t h e  Cooperatin3 Stuff C&ttee of the 2Jational Hssocia- 

tion of Railroad ,and U t F L i t  y Coclmiseioners and Federal. G o ~ m v a i ~ ~  {,ion8 

16, 



C-ssj.c:~~ T,+. . , #  :h ~ : , i . :  n~.xri?t2 i:esetofore referred .La mdcr Sapaj..-ations 

o f  It:.l;erst ck.- R; ,<. '? : ,la:. Lt? tqr3 :-':-.,px%-y a d  Oysra t f  ans. Prese!:!;. t'ly, the 

to;? ? l a r k  llereirlbbforo referred to, 

Applicant bti%dv::& WSbi% Moo 17, enti t led nCo3-a:.cdo hkm- 

ota te  Operaticma - Twelve I~lonths Ehded May 31, 1951, Bee Q~:z::.e.l,il:g 

Eumingo, Actual. Re,mXt;3 for t h e  Period," Local service rcvc2;c:; ;rhich 

accrued fxm Lha f'umishing of locdl exchange service mountcu to 

$18,723,%9L. Toll s e ~ l c o  rrvenu& which are derived S r m  f~lrnirihing 

Misce l l sn~~us  revenues which result f r o m  other services, such as  rd-  

vertising in tel ephone ciirectop.!.es, etc, , enioun ted t o  $1, e30r/,958, Un-- 

coll.ectible Op61.a.tA~~g Rcvwluee amounting t o  $56,856, arc  c5d:~cted fram 

tot& operating rwml.xes. Total operating revenues amomited t o  

$26,568,285. Operatling expenses t o t a l l e d  $2l,.@5,2&, These co~~s i s ted  

of the follouir.~:: FT,.lnttmance expansea u2rlich r e p r e s e ~ t  t h e  coot  of re... 

pairing, bspecbing, and mnintaining plant used in i n t r a s t n t o  .i;olcphoue 

service, m d  the cost of power for transmitting t ra f f ic  and openit lcg 

aig~als, $5,472,77I.; t n f f i c  expenses, W c b  represent the  costa incurrod 

in the handling of exchange and interstate t o l l  calls, princi;+2ly 

operators'  wages, $6,982,483; canrmercial expasos, which in~d.u:ir! fjxpcmsea 

incurred .in busin@ss office relations with customers, publ ic  ttfieph~ue 

rosmnisoions, cost of d i r ec to r i e s  and advertising, $3,403,672; mvmue 

accounting expmses, wkiich represent coat6 incurred in tho  L:r~.r.n~-,';~g 

D ~ r t m e n t ,  $656,856; costs incurred f o r  preparing and m u i l h g  custwerst 

bills, preparing remuo settlmmts with other coinpmies, and preparing 

the reports fwa ?Jf~Lch the above revenues can be determiaed, are all in- 

cluded i n  these  st-;;renue accounthe expenses. General expenses, W c h  

are the intmstatt: ;;a%ion of other operating a y e a s e s ,  such 6s the cos t s  

immxed in p q y A n g  and accounting f o r  payrol l s  and a l l  other  disburse- 

ments, and Colorsdo'3 proper portion of the expeasea of the becutive, 

Leg&, T - w ,  and %@.neering Departrcmts, a m o u t  to @93,5,7$; 



service, and. is bas@?, a;l i ~ 4 , r  i d e ~ i ~ g p d  to spread u d s  i aso  u n i f a w y  

over t h e  8oPvice life >i' t i t ~ l  p ~ ~ p e r t y ,  amounted t o  $2,469,r!(10. Qpemt- 

ing rents, whiah rek-raswiC the intrastate pcirtion of rant expense f o r  

the  use of buildin: s ,  : .10,, .corduits, and other f i e i l i t i e s ,  amoun-tsd 

to $253,673. Reliof tmd ~.ucioio:.s, which are khe in t rae tn te  portion of 

the costs iccurrc3 ~ m d e r  the banefit plan, including sickneae snd ac- 

cident, disai5ili%y :.t.;.misnts, death bmeflts, etic., mounted t o  

$1,0.,$9,230. Gener;.? ser, ices  and licmses which constitute t he  intra- 

state  portian or' t h e  paynemt to the hex.fcan Telephone and Telegraph 

Company for services under the license cantract hereinbefore 

referred to, amounted t o  $243,115, Tutal operating taxes motmced to 

$2,972,184, and consisted of the following: 

(a) Property taxes, l i c a s e  taxes mid Federal and L t a t c  Social 

Security Taxes, $1,807,977; State  Income Taxe:j, $55,170; Fscic;--ril. I-lcme 

Taxes, $l.,109,037* This l e f t  a net operntin;: incane: for t h e  pericd of 

$2,170,857, from ,which ms daclucted raiecellane~us income ch2rges :LA the 

~momt of $89,295. These charges c o n ~ s t  of the intrastate: r\orf,lon of 

the tmLi pax* of the  p a y ~ c n t  t o  the E'ension Fund Trustee rnmtior~d 

above, and also include service club clues and fees, dributiou~, and 

the mortizat ibn of Account 100.4, Telqhhons P l s n t  ~ c q u i s i t i o n  Adjust- 

nmt , 

I n t e r o s t  chnrged coustmction of $34,056 chow on the -bitl 

is an additicn to net operatbe Facome, and 18 the in t e res t  capitalized 

on the larger  c o n s t ~ ~ c t i a n  projects while they a m  car r ied  in Account 

earnings shorn are in the 'mount of $2,Ll5,616, for the twelve months 

mded M a y  31, 1951, That period, however, did not refbect certain mge 
- 

increase3 grantsd$3b Juue after collective bargaining and en increase 

in the Federal Incrtle Tax fmn 478 to 52% xNch was made in Movetuber, 

19%, re t roact ive  t o  April. 1, 1951- 

The rosults by &hibi t  17 were  also based an tkin Sep~rations 





beg; sjn~c 10.l,&,, ~g&gaA in R .tmmbus ~xptmsion p m g m  to meet the  

un~recderat~d i7'-w-r c1akq.,dfi .Car te l@~cna samice.  Tkin program haa 

req~drcd, m c l  c~ntLlu.uc t c ?  m ~ ~ S x w ,  ?we mounts of naw capftu3. to 

be attracted f r o m  ihe  intwi*,ors, Withuut this expansion, the p r e s e n t  

and praspeztive customers ccwnot ha provideci with the r..ez~i.cc t11t-y dsslre, 

It is therefore in the interss-ta oi conmxers, as w@i; as i a r e s t c i ~ ~ ,  

tha t  t h o  i A ' - , l l % t ~  be g m t e d  earnings which will mako additfc~,& invest- 

m e n t  a t t ~ ~ c t l v s ,  

Fiere hi t ~ ~ e s s e s  test if ied an the sub3 ect  of rt?q~~i: ~d er i x f~hga  

or fair mtum. The appLLcmt presented tc3tiLlany by Euget~a S, f / lo+~i lL,  

Vice-President of Standard Rasearch Gons~rltants, Inc., a subniicXary uf 

Standard a d  Poors s Cs~-poz.atiau of Mew York City3 by W i l l i a m  F, 

Schmausser, Vice-Pre;ic?mt i n  charge of the investraent portfolio by 

t h e  Capitol Lifs Insxrance Ccsnqsny of Deruver, Colorado; by P, E. Itmiug- 

tan, Cap t ro l l e r  of the Company. The City of Daver, mid other cities 

which are s abe r s  of t h e  Coloredo Nunicipal League, presented tcsthony 

by Charles W. Knspp, Certified Public Accountant af Elartford, Connecticut, 

wfic was formerly a rnmber of t h e  staff of L\e Federaf. Power Cammission, 

and by Reuhen Ar&hru. Zubmw, Assistant Pmfessor of Econcliiics at t he  

University o f  Colorado, 

t o  1950, tLa q i p l i c a t  s ~ n p a n y  has raised 98,6 ~"i i l l ion  dollars o f  n m  

capital, wuch ma conaid~~&bl j r  XOTC t l~m it had raiseci %hmu&iout iQ 

his tory  pr io r  to 1945. de s%a?;ed that in ra i s ing  equity c a p l t a l  %he 

was suz,e.~n;l, the  four  cffess rnw: iri X9.48, 1949, 1950, and 1951 failed 

of widt acceptance by ainority sto&,aldars md the public generally, 

Mr. l4errU.l ~tl:~tmd& that the annual dividend rate of $6 per  &ms, 

and the average arulzal net aarnings of' about $7 over the past few years, 
I 
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'i 
" 3 its debt ratio. 1i.i  ki5-s juti.goi~m$~ thi$ x - l ~ l - & ~ c i ~ ~  e::.t~~i.n:~, ,: : r. : -. ,<. 

in h i s  s%~ady, c/,~:l;sLdet-ed :!le IZa~xt~=.in States  Cornpay? t ~ ,  ' r ~ o r j  can Con-  

* peny, m d  tAo Bell %;s:;aa il::  ti^* ir,tegmted ..niiL. Iio;: .vc;., he hsv& his 

conclusior~s UPOL: cil w a t e  consideration of &3 ppl.icrzlt as a fium cia3 

entity. 

L dll be a!.:roct?.ro ". the public, the (;onpany should, t m d ~ r  prescnc con- 

d i t l sn s ,  5. p q i , a g  o divide36 of $8 per &are per ennm, n n ~  i?e adding 

$4 t o  %5 t o  suxpluso On mms+-e~minntj.on, however, he a t u t t d  that o $7 

States Conpay l o r  t h e  pcat three dacrdes. ha poit15d out ia +A.e 

face of ndvtrsc aimin,::>, div5drnds have bc5m repentprllb- cui,, a d  the 

per cent of s u q l u s  to t c . l ~ ~ ' ! l c ~ c :  p l a t  rmuks at a poin.t too Xcw fw 

finmcidl safew* He stated t hnS fn h i s  opizfon a. c7&~.12a--c: o Y h '  .kd. per 

share of $100 par vclus i s  3eceamwlrJ to carse t h e  nnrket p ic ; .  sf tile 

stock to r i s e  ~ ~ f 2 c i e r t l . y  LO that the reqtdred fisture stocl; off $rjrgs 

w i l l  bs asaurod of succoss. In addit ion,  he admca t~d  t h a t  orualngs 

be s u f f i c i ~ n t  to bli i ld t h e  amplus to 12s of plant over a period of 

years in G&C? to aafcguazti the dividend rate and to pmvide  earnings 

l l i c h  mu15 mable the C m p ~  t o  compete for capital. These require-. 

rclits for dividmria md sur,llus, together with the acnuol fixed charges 

Mr.. Knspp, testifyin,. f o r  t h e  Colomdo MmicJ.pul Laagoe, 

statrd t i ~ q t ,  in Us opinion, the fair and reasonable rate of i.ctili7~ f o r  

applicant is not more t5sn 6..15$ and not  less than 5-655 OE i. net  Livest- 

m s n t  rate base coqoisting of telephone plmt in ser?lcz less fu l l  mount  

of d q r e c i a t i o n  reserve, p l aa  allowances f o r  a~ttcrials m.! rr~.r,zL-::n and 



px-~perty LT-l ?.;lr fi kll-t, tu3,qhj~r.e use, m ~,i t c2cgisooe pl:2;iP, acq 4 s i t i o u  
t 

the over-all c~2..2m1$ cast of capital predicated on an estimated 3*45% 

8.25% m ~ i  G& e >:,.L of equ-i-by or lp i td  vith n 55,65$ equity rat io,  Tile 

figure of 3,4555, representing the  estimntsii ri;-mab cost of  debt capital 

to t h e  Telephone Coapany, i n c l - ~ d d  an allo~rrince fo r  concessions t a  pur- 

chasers of new bond issues a d  P n  aUowance for cost o f  f ina iz ing ,  Tne 

cost of equ i t y  capital of 8,25$ was a j~dgment f i d a ; - ~  amivud ? L  ;l-.iafly 

fm E s t ~ 1 d ~  of the en.rnings-price ratios of specific offe~2ni:s of Boll 

S y s t a  coaymnf es and a numbor of  clectr ic  sperritic, ut . i l i t ios  which sold 

c m o n  stock during t$e Years 174s t o  1951, 

termiriinl: t h e  rat@ of return required on t h c  exitire cc.pi.td.iza%ion of 

t he  Mountain States Telephone ai:d Telegraph Coiape::y in orvler to permiti 

the applicant to earn t he  return reqlAred by its parent Axnerlcan Coupmy 

on the la t te r ' s  Llvedtnent i n  the applicant, as w e l l  a s  the ret t~m re- 

quired by t h e  mborLty stockholders and bond holders of the appl i c~nt  on 

their inva~tmeslts in the c a z o n  stock and debentures o f  the applicant, 

This study w s  ba~cci upon the capital  s tnlct~re of the American Company 

after giving effect  to the canversion of t h e  o u t s t ~ ~ c i l n g  csnverbib3.e deben- 

tures, with interest c01~p'ateS- at t h e  actual cost4 on ou%stnndlng issues, 

with dividmd ~.~tquirementa of $9,00 per sham an %he c m o n  stack snd a 

dividend pay-out r a t i o  of 90%- 

Mr. Kaapp further tes t i f ied that t h o  application of tho 6 4 %  and 

5,65% rates of return tx, the  applicantq s intrastate avemge set  investmmt + 

I 
rate base fo r  the twe3.vo noatits ~eriod andinrr M a v  31, 1351. would v3.dd 1 

a raturn available for comnon stock, a f t e r  meeting in'tem.at requiments 

on debt, which wuld be eq1niva3w.t t o  eaminge of 8,5% pe r  share an the 

basis of an assume4 capital ti.truc%um conaivting of 45% debt and 55% equltty 

capital, and eamdngs of $7,85 per share on the basis of actual capital iza.-  

tion consfsting of 32,/1$ debt and 67,598 equity capital, He te,stified 

that over a tan-year period, earnings of !&+!3-53 and @,85 per sham, 



tions, Zepmdiag upon whctl-er tkLu $6 00 Givida~d r i i ~ c  i j ci,r,t in,u&, or 
/ 

&&,hs2. nlmud. dividmd. r c t c  -.r incre~si,d to $ d  03 2 s  ';~w,o: 

$6 30 iirnlwil $7 YdO &ual 
D i d d a d  Rute givtdend Hate _. - ,.-...a <.- -i-.-,- 

/,ssumcG 455 debt arid 55% j l ; c ~ ? . t j r  ?. t~ tb~s:  
Ebniings per  &-am t F r;3 8 8-53 
R e t a l n d  surr\lus per* allarc at a d  nf 
10 years $ 3 ~ .  10 @?2,iC1 

Nllmbez. of' v a n s ?  dividw,ci ?*e;trireir!enats clvei' 5 "'2: over 3 vrs, - - -  
Actua l  32, rj-$-debt and 6'1,59% & ~ i t ~  M t i ~ s :  

- 

%mizlgs per  share $ 7*65 $ 7*65 
Retairied s u q l u s  per. .; Lare at. end sf 10 

y e w s  $23 96 $13$96 
Number of yearsb divillmd r~)quiranmL~1 approx, 4 y r s ,  approx, 2 years, 

Mr. X,ls;bPP testifled that tile applicant entered the depression 

of b e  l(j30P s xikh a ~ e t a i n w t  mrpbus equivalent to $a,t38 per share, 

rqresantinrl(; about t w  and one-half yenrsOoverage of t h e  then muaZ 

dividmcl F R ~ U  i r-~u~ of $&,Oi) p r  &arep and that the applicant' s last 

succesoful scaman st t~ck subscP-Lptkan offering was made in 1946 at a tFme 

a m  thi3 annual. dividmd rate was $6,00 par share, &ter hating b e a  re- 

duced f m  @,00 t o  $7,0rj in l9Y?, mii f r o m  $7.00 t o  $6-00 in 1943, H e  

concluded that the ability to accwu la te  retcined esmhigs rbvur a period 

of ten years suff icient  t o  cover two t o  five years dividenil seqr~ireola?ts 

on the Pasia of a 6,15$ rate of rot,urn was i'urbher avidence a f  t,he recli:m- 

ableness of arch a rate of rctuzn, 

M r ,  Ilnapp st \$ ted t,hat, in h i s  opinion, "Lne p r r i  XI fo r  accumulat 

h g  s u q l u s  of five and one-half years, used by Mr,, Hmzing40n , m s  too 

short, mg~r;csted t,hc use of a tan--year periao, Ln v3. tsw of t h e  presmt 

debt rat io,  stressing the  point  that i d t h  a 50$ corporate income tax, t3-e 

tas mving w01~1d be twiccj as much ea t h e  direct a a n g c  He stated that 
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:- : , ?; , l~ j>:  a h  I.' <- sk,~..; . :! b . 2 : ~  ifi l ~ : l ; ~ ~  c:,: !,:J- ., ~~!e~j:i:\~~~~ 

-j:,<, i- h - e; < <, t. 
, d ., . C  - ,, , , . .J.L :;&LA. :>Jr;T,m i 9  in 8 d~ln<t?.i~>u~ I'ix'u:ciC11 posi.;i-on, 

6 .  ; : ; : :, : :.:.:I$ ,t I I C ~  ~,::?:f uti of f ive 2nd one-lmlf yetrra neXec$od 

0;)r b!r. :', . ..:;.;, 1 . , *: ;iT7,.)rii:' .. .. . ici',e .?ur bail?.; ng the C3mpar1y% su~,pl.~l:  is 

. ! , ?r. 2. ibavvi al.si> ij:ibil !:d o~xi:. t h  r;.$ tc:;.!:ncilogicnl ialr,avntion:: 

must, be ::ecogl< r:t$ a:: :A.CI, i r ~ y , c , s t , t - i i t  fi;3t'l*3.' i ~ i  k+sc~e;,cin;l; C O S ~ S ,  02 2.- 

~ & , t L g ~  1.e~ 1.n sn:tc'. , -,!-I,: t.erlder. cy tn;.ra'i"~; ~-n.c;rcus.; ..g co~t:: ix~t.ier 

p~*essn t  :in - .-P tio:-.nry ca~itlid;irl'! s .a 

The deternfnatlori of .&rt :iiu,uid bs a PtLr nate :.i r e l u ~ i ~  is 

o f e f ~ ~ l  tilt: ~ i ' j ~ t  C C : ~ ! J ~ ~ > X  m1II- i i ; . f T i c ~ ~ L t  p:-oblm in p . ~ ~ c s c i l l : ~ , ~  of this 

kind, Theye 13 no ox:: .f3.-:11~;. GI- set of  fonnui.cie t,l~.:t tr.;<.! Co~miss ion  

c;;:~ rely t .2  arri .va a t  .';rkat of ret.um, n.s L .::...:., i . ,  . . r:; c-. r:f rt?., 

t u r r ~  be f i x e d  my na%iiw.ritical culcv2ation, .I:\ ,:a< -n p;:.~ceed.G~g, l,,ki.s 

Camissiorl hr.s hid -tile b ~ ~ ~ i f i t  of s o m  of the nost i:c~n;?e.f;i;'~lt a i d  re::p?i:2-- 

s ib le  witneesos t7'ver to q7paa.r' before this Comxtssion, bi.ith c.11 bel.i.l:~~i ...f 

of the ap;)Licm.t cmd on bdlalf of' the Colorado bimlicipaX L e n g ~ . ~ ,  md 

the  citie.3 i r t  Zul.u:~do, d i : ~  t . ~ e  opinion of the wi.t,nesses tes-i;ifyirl;: f o r  

t,i~ c. 'Re1 epboni? ;3._.i?;,\:?r.j, . ~ i l e  f al.r rate. o.f retu.ni fo r  a-pplj-celnt should ha? 

jn the nne;l$i1?c?r'!ioo~i o f  R$, .~b,-.- ,~*r,as the witnesses t:es.taiy?!-y f o r  ti;? 

Ccbl n r,l.dc~ :~iur~Poip.rri League arm t.ias;: {-il i.es h r i  i e w ?  t<hrr.t ti;.s F8i.s. ratx o f  

.ret\i,m snoirlr i  be Jn t he  :ie i ghbic: -ho;:,u i;f 6$, :ir ;A13 case .j.!3wc?.:r* t , j i ~ ~ ~  5 .  65%<, 

bir, k'lasl-i I_'_ s ,j udg;~ent, w:i:; pl ' i?( i l~&;t~ ' ( :  I.;i;rgei.:, on t h e  :;up pci,s<.i-:.~ ,:$ (1 L.,: 

:,~:,.e ALrlcric:l~ C;c~?~pa,ciy '.c>ea :lo{. buuajr ~ ~ r s v e  w~XPf:-icic?n:. i.a?~~jr: ;. :,J * .  :. ' : ~ ; c  y 

pmt,ucc T ' I ~ :  $1 Or3 diariii;eiid, T~.,T%:;P r?i:i~min,:~ ffo sthe ~ v b i ~ , ~  --:~,nt,i.i_: drlt!.:r.- 

Dac~?:ber jm:., 1<?5'3, i~t?!'c $2 i , &i. ,, :I::!! I: r* !.he t.we ivu? I ~ . C ! T I . ~ I ~ : . ,  CXA:I~ +it: wj. TJI 

* .  tk~t: f'irs% i$Lc~lqtel' 05: t i i t *  !:~;FIz bt~)$l. ~erf-x $1;:,lj9. i r ;  :;.r i,:~.,~:.f? \ ! , ' ; * .  ~ . ~ ; ; ~ ~ r , ? . r ~ ~  

t h e  t.nrarin;r; of khs hc.~.";.a-.ct;l ilc;;i:pa~y sk~cruli! Pe si; ? F , ~ ~ ; J . c  ?:;SOLi i; ..,, . t r ~ , r , L : ,  

The record. dl:scloss?s t!'c. ..t r.he ;;r?siat c i e m i r ~ g ~  3r t,ilc C9,ze.r-7 czi! i:arnll%riv 

a r e  i~ig!lf?:* ;;hr?l, tr"ie;f hnvc b ~ e a  ?.!a R ~ X  t.tzc $2 .tc:e ?~ as-i; ~ X ~ T ~ J  , 

Plore11-ser, . 4 r  brnr:rf~l t 11; 2.  ,;elf hcs recolgii. t1.d th,at, du.m~ the five PA:: 

~u e- -ha1 f y ,el-e t ru1.1 tTarirsi;*::j 1, 1,946 t,o March 31, ~ 9 5 1 ,  the h a s l  r ~ u  {:nn! 

25,, 



. - 
r t? la t ing  the $15,Ci0 pcr skltire ~aruira;.;~ t o  ttse hook e q t d t j  value of the 

e q u t y  satic, i ' ~  T~iapp% spprwsch t o  the problem was in the  use of what, 

is i~r~omx US t % c  cz~x l i : i~s  ; 'LJFc~ I Y I ~ . ~ C J ~  t h ~ t  i S ,  trle ra t io  of eennugs t o  

m a r k a t  price* If we relate "Lie ~.eC,. :d earm>5n:,s of t i l t ?  American C o r t i i , ~  

fo r  t h e  Yew 19% to t h e  market 1'i-~(:q of i t s  comon i i tock C i u r i ~ g  tha t  

appmctckles in arriving at &at t i ~ c u i c ,  be t i i t  pmper rate of r.eLu;~i oa 

ec,uity c a p i t a l ,  the  Comii:jD~ CQIA is J t:i< ~ ? i w , j  01) tilst .ir, Memil 1'' s 

this p.rwce&g is kaseci alrkost mtimly on (1 ~ o a s i L e - ~ a t , ~ ~ ~  asf the I n t e r -  
B 

ebt  o f  the  rnvswtuxa, and ne cloes not, baiwce that  intr.t-i,,; c,? t h e  i l a -  

vestors w i t h  t h e  tritered& of t :~c coiasmors 

Mr, Etl-z&,,tou' s tastmony f o t h e  eff oct tr'ot t,he caupmy shoul(: 

have R rate o i  rer~uxi of 8 TA ' a s  based largely  on h i s  opinluri that, the 

cc>mpm:, should rt c tort7 it: $8 ,\30 div idend on t h e  $l00,00 p a r  value caolmon~ 

stock ~f the appl i c; r t, and tilct t h e  c csi;;eny shoultl cave Fta zfljn~s auf  f r 

c imt to hin.Lti tho ~urplu:: tr ~2$% o f  ;>la.$. aver r pe.trioa n f  f i v e  r ~ l c :  

one-41xkR yeaTsc !IsL Knapp, (2x1 t,i=r ui.hc:r nand, d rd  n o t  agree t h ~ i  t i t<.  cow- 

periy hut1 to sest9re I t s  $2, OQ &v tend $3 nnl~~l;nm I t: wedl t, 227 i C T A  

a t t rac t  new capital, He wzs cf the f , ,  i n ~ o r ~  t h ~ ~ t  a $7 .cJt"ltvir? -nq, rip- 

e v a ~  a $0 00 dividmct, appmued by t LI L s Cnrmni ssion, uould be m f  t _, c i  ent, 

Ca restore ti= conficicmce o f  the i:~ves.i.in; publxc in tfm ccmw =tnc,k of 

the conpany 

E;rthib~ t No , 46 ,  &-t mauceci by I'.!r, i'iemirqp,oil, shows x r ~ r ;  .i; , i r j  

tile ~ ~ e r ~ o d  1920 to 1950, the  surplus t.xgress& as a percent. of" t he  T X I ~ Q  

t t%lephone plant of t h e  ccmpa~~y never exceeded 9, rxla that t.he sti~p 'LB 

ot "A@ ccmp8ny f o r  t h e  last  flr"l;em ye&r:i h i s  not, excetfied 2'30% n t th . t  
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'ti. '.,.C!c?.r .: li~.:'" :A- .,.;r..j..j ~f t.j-:c g.re;-t. depre$si,on iri 1':_71 tJii.':.izF? 1937 

I I 
& :,' i ,  i,: ' ,-, !'A U . - L Y S ~  011 l."r?i:~@li Z€?S that fJlf3 @ ? i i ~ ~ i l t ;  S t : ) ih  ail- 

- .  , ,, . . 3  

PI; :mi:; , . -.I r.7 x-cimf, t,i> pay a re~sonable  dividd~c? :.at:! + s so.: r j  xL;ie 

c. it&. ju, :A,; ,, : -, ,$ to SJ .;]k:is each ~ x ? ~ i r ~  %he C;rnui~,si~,;~: < ! d d k .  :LG; c. : [;?~sc?t3 

~ ! . 'b j - .  k h . 7 .  iJLa,iiyr;,t,~i~ t,kd:>?,? j-f ' . r ,c:  c * ; l p ~ ~ ~ , ~ y  no$ a5j.c i;o : j ' ~ j L - ' . . j  \LL :L : . s ~ : ~ > ~ . ~ : ?  

of 1;2;% of' i - b L  131~ . t$  y".l W . L  (. .2 . i l ' i  t,:i<: i i  e& f : - ~ e  m.2 oX~CS--~J,:-!I.!.' ,, < 7 , , . 'Li bt? < ; C s ~ . l ~ ~ ~ J 1 L ~ f  

rxte  o *' :bi,:,l:%w~: G P ~  not ! . f i k , l  i_., A: jy6fjjb tmd no t  li1~3r.e ..,,::, . >,; +,i Suse,l 

eqx,i ty. Tili n 2 s a p ~ :  2;:t 2 LE .' the pzcawt c ~ t y i t  2 t - i , L *,,it: h ~ l  

L & A :  - F . c , . L ~ ~ : + L ~ / ? ~  ~ j ~ ~ ~ ~ e n d a d ,  as at.6 &IT. Me*'?:%- i, ,,:lc, r . 1 : ~  d ~ ' 3 t  ,mZbi,o 

o f  the B r l l  :;73k,~r.1 1.; :i !IT .,nnsueU.y k ~ l i @  bbseau~e 31' thr r L c  3tl~:jtS,y af debt 

~ i n a c ' ~ ~  c &YLI .; WLC ;)a, fcw Y C P - ~ Y .  IChq felt kist 'tiki? cq~itu3. :,t,xuctu%t, 

jS' ,he! 1 . 3 ~ ~ :  b* s" . , :~  ove? t l i a  lCmg 1 . u  d30tcld ~verage  abou:L cme- th i rd  debt 

caoipnr~y, ~ L ) J J  zc. t , t!*~ over-ridhag dleht of t h e  Amerie:m Company, ,qiaoc,l d 

he qc' a duht rc :io cf ono -?tw-th or ?&em, At, NH 195; ,qpril?l~lrt t ' Y 

s c t ~ u l  deb t  n.a.ti.0 w;s abxit 3.$, md a,; of' January ?I., 1952, & p p l i w n t '  ,s 

a26 lu 1 1"a;tht r a t i o  bas abaut YJ C-)Zd 

T h i s  Caxi;.ssict1, wails it rec:ogiizez t?mt i t  :*ti9 2 ~ 1  , i t  iri.sJj c- 

m i  s t i r  to k s o  the IW oured .rats of ~ c ~ t u r c t  inForr t.iac ,-uist,3ll,g cap$ r ci3. 

~t~ruc tuxe,  ratlirr --'I+-- ,:*.<-n a Igpothet 8 CFLL cmc., u s  a:.;: ?rt t , :* l\z!~tj>p 

and Dr Zubrm7 



1 Q .  - s 1 a .  f i x  c 3 J f leljt m d  on 

adxranl:es froa t.7~ Ar. -rican C lrnl a j, !,hi3 2~m1n4;s per Stl.~; c c11 cornon 

stock ou+,stur,ding aa  of that  dah,~: al3-ocair7,o t,o the Coloradc ?Prrz.tqk%e 

opel-stion ~ o u l d  be appmxinutdrsly '>J.il>82 a silirre, 1,s she WK ii:, 2%-+ r i' 3%- 

hibit 140, 30, nad t h e  ~tr?iin,:s pe r  &;~iaro wul-d be cppr )?rirr ? r l  el;i $3 1 23 

a share I.f t t i e  ps$ rate of recii;;l wer -to 1)s ril-Lowed o:~ ti 3 tT<:rct,-a n e t  

invest,a,al'r f u r  the t~ttl.-,~:* -i K'TLZ,: : ~ r i ~ d  t 3 ~ l n { :  lia<y 31, i951 Moreover, 

an G$ re4,urn ar. the  nctuir.l n c t  5nvestri~tlut of the '"el > !.- c LLL;,CIE~~ 

as of' Jmuary 31, 1952, ~mulc i  r i ~ d x c o  eanziik,js of ai~pnn:&:ttel.,: $12 86 

a share, and T,;IE, t rate: 3 ;  -eLuni an tile aver<LGe n e t  ii+~ire,i+~;:l~ii; f o r  the 

twelve uvnths mclin,: January 31, 1952 would ~ ~ m d u e o  u m l - i g s  of 

approx3xntcly 3!1*74 pcr share, ?he nidhest earnings that tilis coclpmy 

h a s  wjoyed J ~ C -  1920 have not exceded $10,88 per share. The ne t  

eamiugs of L:IL T i  ' l;.;lhon e Company since 3930 have no t  excooded $3 ,, 30 a 

share, 

k f t e r  careful consiuera%ion of 'rile t e s t h ~ n y ,  the Comicsion 

has come to the cornclusion, and f - a d s ,  tb81; a rate of l-et~xn: of 6,35'$ 

i s  adequate, and tha t  such il rct11n1 slkodc! bc sufficient t,u E ~ S O X Y ; ~  con 

fidcnce in t h e  f laancid. souridnes:: of tht! t~pplican.'; COL.,,~.I:;. , n'ic i7tlould 

be adequate to z.mbtain t h e  credit of app.'.i.cant coupang r2i\a t,c st , t rzzr  

the capital necsssary. P , ) r  t , . ~  pmper c i i~c~ l~ i rge  of it,.: u ~ Z ) L i c  d i ~ t i e s ,  

Such a return kd il ~1 '1~ i !~~co  <xim.h::s aCter payil~cct o f  d.2 9, i > r ~ ~ t , 3 . ~ 2  EX- 

pensas axad f i x 4  chargtl~ of' btrtmw &3,,69 rmd $9,?h p e r  ;;;lw,rc? >f sonimcan 

stock M the totq& u i c ~ P ~  j .nrr t lsL~tnt ,  of the ' -.leplnnrat Ctmpmay I n  i t s  Golo- 

mdo in t ras ts to  p!a:~erty HS of J~inwr~ 31 1'.f52,, 

A t  t i $% .. *- 

As a x : ,  - . ~ ~ o t o f o r e  bem pxLnted t r i l t $  t h e  app.lzcation in tbiq 

case bas f i led  011 J~i;le 20, 1951, app~~3Xim:itaLy ten nontlzs ago,, l?..nq: 

the ~ C ~ F L ~ . ~ : ; L : S ~  L i i c s  rri.tncsses bo.t;h fo r  t h e  i'elephone Corn?arqr and f o r  ti?@ 



q , I  "" . t '  * I - L t  - :b3 f 1 - t  ~ ~ ' 1 ~  
I l k  

tl 9.-1 L C  [,' J *  a , 

- * -  ; . , I  L , L  b 3  . t!?. 1L 

~ ; P Q B L  t, 1 - i \ ) l .  

p r o s a t  c- ir4 . * . - A) ,.,ldl LC t 'C kTi'r: L" r. i L C ~ ~ , + -  i 

investacml  ,ley i 5~..2~7k-~5 :l ?; $ 2  GALS; wkl~rea:'~ r ~ r i ~ : ~ ;  { I L C  . ' ~ * , g  

Dtscmber .2' , I +:'I, . ~ h +  i r , t  m s l a i , ~  .iin~e:.tm~tril p e r  "cli~phrrlc* rh.'i:ed W L ~  

$364. k c ~ c  ~ f ~ i  i .  i. k.! 3, ,;A?% re,pirec? fo r  dtl :)rsc~atjon,  t a e s ,  ..aci 

,-at<> o f  ret;ir~' \ t  i 1 :-e Vpect t o  ",e nun cucziw.er is more c:zal Is ~+eq:~i r  dd 

f o r  t h e  d l c  CL.', i r  cr, i21d S ~ ~ C O  the smc mtes f o r  service rkpplj to 

bath, t:,e 11 . .. i,u,sitinss is n3t as profi table  as the old, fbte:: are made 

f o r  t h e  fl, t r+, 1,,11 ,dl p a r t i u s  here. zn ngrc?emm% t ha t  the ~on lmi~s l an  

i3llo,Gd m&:> :Q- I - C V ~ S ~ Q L ~  f ~ ;  %hiJ & t - i ~ l i t i l : t l  by ( i l l ~ w b l j  i g~le;iLf?X' 

amount of re3st311ui3s ti!m wo1.l~ d iae neces,.,arj I:;>o!I s t r i c t  corlsl <!ern li on 

of' t h o  psi Lest, per iod ;  t ha t  ' : , t h e  ;;+c&r -nci:i,; Kay 31, 1351 Tile 

Compw-iy S n t r~c luced  e com~utcit%c;r, ; rldictitiilg t h a t  t h e  >iU t ~5 l , t , r :  , 5 ;, I i u  

creasing 'avc~.~tiaf?nt mounf, -to $365,(EO per ~ ~ e 9 r ~  b ~ s t a  L ,, ,,~ii! E ~ C  age 

number a f  td,ephones in t h e  t e  .t perlac\, Tl le  C i t )  vitnci)r  t i A - t l  ,;LfiLed 

that an aiLa;ymze for ttri-i $1 for  t \ ~ o  : t.2:~ beyand I, i c  t e s t  ;.erioo plollld 

be appmpr,  o w ,  hilt, t,ir:,, .% s s l ( ~ ~ l i i c i  be  \\:-sic- 12: ou - s tL: a! t?.> 31 ~:) i  r~i+,u;g 

results foz- surd, ? e r i o - ,  T1tlu,re ti1m1 or) 6 : i t  idy 01' ~ - ? c . r ' . ,  i . 1 ~ 0 1  v ~ f i g  only 

one f ac to r  0:' h c r e a s ~ g  i11t.e~:~~ m4t, ::ktcre~gon, bi c Coal : : , .+<m4 .tP& 

it8 estlnate sf c ~ e r u t i r i i ;  r e s ~ i l t  s f o r  i,ne 'ieor 1952, WMACCA LP s~ tv?~ , tden .  

aunt<!~u Seycnc: ;iic2 test perxod, Adjllst: at: t? e r,tmig,:h' i r ~  ~i,erat,ic\ns st>t-,d.rii 

by triis estszatc. :( refl.,ct t~ f u l l  years teycmcl $110 c,est , ~ e r i o d  sr,owe 

RI, ~t+,ri-ti .il ,I' e 7 : ~ , i u g s  af $7@$000 fo r  tne two years, which iz $!?L+,OOO 

111 c . t 8 . ~ : 3 ~ - 4 r b &  tixis ~ $ t r i t i o r ~  f a c t , ~ r ,  t + e  Comi t ~ ' i l n ,  be ?r rcA 

coning Po n, dacision, wi slicci -11 +'oxmatioll a: to the m o s t  sticeat opera%. 

LBg s t - su l  t s  of h e  Cwupany, t i t  t h e  f u r t i  er nfiRr.lxlg on Ay.y) I 2-  , I952 

the  ~ 1 0 ~  1:,$ of t h e  o d u e  of tatlo ~:Lo;Jz~-~,; ~ ~ 2 1 - S :  ST:>] ,;h.: t;~ ' t i r n c . ~ l  o . il 

1951, -1-.'u S&c;zmgy 31, 1952, tr, t11 snc,~ia,,s r , l  tile ~ 4 ; l u s t  t : ~  rJca .-.<< 1-1 -- , ;, 

f o r  tJ iL + w l ~ l v e  r+onLhs ending i i i t . 1  B .ch af t , he~e  datett , '"!be -mg;-;los'c va 

effeett of ht';ri-jtli,r, is .jhv;ll- i . 1  t:le ~ o J - L c , ~ ' ,  I I ~  dabif!  ~ f '  o:lerurtng r-enut ts 

for- &he anrlilus 1 orzuc:.* in ewldmcs -. &hat is, t~r:,.:~; : i 3  lytdt $1 +,r, 

29 ,3 



the  ; rr+m,Q, dokn, I.ave1 of .+a; .A: , %axez, t r:;)tl-iition,, ( ~ s l i c ,  t~ t h e  Clzsrlea- 

ton plan), pension ~ccnut~i:., sic, i m i i i r ,  .::,risi:;tent in taceir ;i.utit,r,ient of 

non-recurring expenses, 

PC)' Cin i t ,  l $ ~ t  
Net Inveat- Esi:mk~gs t , ( r  )let 

12 Months Net anent &d Investrumt Qci 
Eaded . ----.- Reveziles -*- kmi.n~l\j3__ of P e r i , o d  G&&od ____ 

31, 1951 $26,641,165 $l,37?,006 $52,&/+,BM 3 67. 
Sep* 30, 1951 27,2?4,214 1,313,789 55,3&Ir597 2 38 
Qec, 31, 1951 27,781,593 2,192,624 57,650,932 2 ,. 07 
Jan. 31, 1952 2'7,972,271 1,16&2$7 58,571,633 13'99 

This table  shows that there has been a subs ten t id .  grodh in the 

Company' s revenues, as more and more telephones ware served, It also 

shows %hat there has been a rapid  increase in t h e  Com?aly9 a net  investment 

a r i s i ng  through the plant en$e~xsian p m g m  necessary to  serve these 

additional custcr.cers. Nei; earnings have not increased w i t h  t h i s  larger 

volurne, but have declined p:-ogressively, and thus  the per cent of tine net 

earnings to tile investment h ~ s ,  subs tant id ly  dnrJipled, 

After careful consIcieration of t h i s  p~.ublem, haviag in mind all 

of t he  evidence presented at this hearing, this Cammission is of the  

opinion that the valuatian of the Telephone WpanyA s pmperty should be 

determined havlng in mind th i s  question of et t r i t ion ,  Therefore, tine 

Codmnission is of the opinion that the valuation of the Telephone Companyt a 

Colorado i n t r a s t a t e  property should be  based on the  actual ne t  investaent 

aa of the most recent date available t o  the Corslmis~ion~ The ave.rage total 

n e t  investment, of applf cant for the period tading January 31, 1952, ex- 

cluding the plmt acquisition ad,juskent, account, amountfi t o  $ 4 ~ ~  19'7,378, 

whereas the t l ckua l  net investruent as ~ f '  Jmuar;y 31, L952, i s  $58,568,550, 

The Commission beL~.evt?s that ay s e t t i n g  the valuation of t h e  Telephone 

Con;~anyqs pmper ty  ul, $38,568,550, such 8 vskation d.11 provide some 

ocmpenuat,ion f o r  the a t t  r l t i o n  in the Pele~  tione CompanyB a awnings,  More- 

over, r n  arrivinj a* a rate of return of 6,_1'5%? as adequate f o r  t.he s p p ~ i -  

cant 111 t h i s  pmceedbg ,  Wle CormnFssion bat bad in rclnd t h i s  question 0% 

a t t r i t ion .  I n  other  wosds, %he Cr~midss ion  I ,s of the opinj on t n a t  a 6, ?5$ 

rate of return on a valuation d f  t:;e Colurcdo Lntmstats  pmye,%y of t he  



it3 ;. . t : ~ - r - . ~  t , ~  i ; I ~ E C  C. - - - Ly f tke  i"clep:lonh: C O L Z ~ ~ ! I ~  ~ A L U  %c) 

$ . ~ o t .  b ~ s a d  t:xpo,?si(\?l, ;jxib~,rct'i ,-~1_4 B ,pf-iitkd by t h e  Telcphc~ia Cor;i?,osly for the 

near f ~ t ~ r e  ~h Columdo, 

iiev FXL ~e Re&r~J.-f~ -~;C)_~S)FH;~O Inj~~t~.~-If9~~ $A( )XJ {l 
-% -.- 

ni  , , lvind a r a t e  o f  Y C ~ X  n CL' 6,3:i% t o  tn ;?  LC~IIE-1  t o t a l  ne t  in 

v e s k s n t  i iu o f  Jantwxy 31, li152, as 1,e:. 2j irtkiove C I B G C ~ .  b m ,  and icducting 

the actual r k b t  o p e r u t i r ~ ~  wntjngs fo, the t ;wel .de  r ..~liij)s ( .  11-,,: i e t n a t  

date, adjustcd to re f lec t  fo r  a full tvelve--r~ot:ths 2c ritd c!-cAnze,s in 

rates for csipluya?sY wage, mi: Fe3den;l locone Ta-:es, nnct -.L.,o ud jus t ed  

f ~ r  non - I * ~ ( ' L I P ~ ~ I I ~  expaise8 a:d chang~? SR sepuratLon procedures, pxDauce8 

a net  apt ; l . r i t~n ; eilniinds ao fzz i en~y  of $~,$54,d16, co~nruted as  follaws: 

Net I r t v ~  s+aent, Jtm, 31, 1952 $58,568,550 00 
liql;;il ad ,Fate of btun 

Rells-i rea F e t  Earning:, # 31'719,193 0 
Ac ,I, --I M k E a m j s g ~ ,  3.2 mor,ths ended 

Jm, 31, 1952 - -&st lb4,28%_E2 

Ekrrimgs Ziaficiaency , 1;' raontbs smied 
Ja~l.. 31, 1952 $ 2,554,,G16,03 

En t h e  face of tiie p?.;si-rit 52% rate of Feder:ll IncLmc Tax, !tie 

Ststc lJet  Income fax, a d  t h e  Cit 'L~s Gms5 HCC'C?L- )~S  ?'UXC?S, tAlt% 2 i 1 , ' r e ~ ~ e d  

l lcmse cant .act payrnents jind uncol iect ible  revenues, tiie [ ,~rni , r~r .y  w.i-I 

retain Ln i t  .; n e t  earnings but i+5,79@ out of every cio.!l .ir of' inc~~i - l sed  

revenue, 1ri o ther  wards ,  t tie--e w ~ s t  J e  a revmlle xncrefise of  appmxunately 

$2,184 f o r  every da2la1 oC n e t  operating ean~ ings  ?mpl-Jvwden t,, Pccnorcil?d l y , 

t h e  gmss revenue deficiency is 2,184 t i n e s  %be na, o y s ~ ~ z t ~ j n g  +arnirigas 

deficfmcy of $~,554,816, or $5,579,42, 

Thmughout thZs pmceeding, the Telephone Company has t a m  t h e  

posi t x m  tkst sppmxlmately $7,000,0C~ additional gm ss revmue was re- 

qdrd The Com.ission, however, is ~f t h e  opinion tha t  $5# 57q8 a2 Ln 

additioaiil gmvs revanue i s  s ~ l f f i c i m t  t o  assure t h e  customers of the  

"Slephonz L o a p e i  fif' impmvaci telephala service, and to assure t h e  lavc?s%nrt.\ 

of t h e  reirsphane Company of tie protection i f  t h e i r  savings and of s 

reasonable return thereon, 

E L N C T N G . " . . " .  

'RIE COMMISSION FINDS: 

1, That the kmmissiola ha3 J U ~  , ~ d f c t i o n  over and w i t h  m s ~ s c t  



t.0 7:~; , . , , + %  ! , i; :,,:i i, ;, .'L:;*is(,,j (2.i l,o;, .,,"$ ., \ ;i>?.k;r~il, .::  Li.k<.: 3~::  yk~~j . !~. t i : i j  

. L ~ L G  ..:O:.~.':.J . ., ,.a 

.., .',, ' ,. j. c .. ,. ,,, ,.. tr ; ;: *, :. ,. :b: . I: . .! .: :" I.,JT i.7.k LP f r~if . l l ,O ,, e :j ~>fl ,1 : i n \ ~ a  3bg 1.952, 

of t i 3 . 3  1:. F< 1 syT.;>~ , ! : , , ) L * ; 0 7  ['t, f.a:1: 1 stc: !, e ::, I,? :;./,,; p!, (-io '> '2nd r ;??L t?gr:?ipb cc>upwy 

s t l l 1 . y  of -ti> G f ,>,lj,.okhg; 

. , i aJ e,-..il .'-: ., : Aant: j!; ; ' : Y ~ J ~ . C C : .  . .. . 

M~.tei.-.'. 1113. tl:ld Suly:! i.6 ,: . 

Cash W o w . k l . ~ a ~ :  Capi 
Tot&! Iii~rt:s!xent , a < ,  

f4 -1.1 c 3 ~ : ~ L ~ , , p f ~  j , e f q ~ ~ c ~ i : j  a c : L ~ ~  t ,.>.( : + ... -, ,  .n , , $,;'I . ~ ~ ; n , . ; . ; ) f  ~ ~g 
r- J.'uthl Invesment lei::; k1.i. l.. ,,:,; i,ic: 

8spr,.ecictirsn Ii.k,si:r-vs 

'3 'Tka b & fair m t ~  l' . , ;.tr;, C J ; ~  ?:.he t:&mlw t+ .-cie?c~rn:~~: ::c< :'?A J. r a~:d 

., .. 
r@a~~n&G. j , ,~ !  pa.1 {J,c+ f '"iii'> P (~>:f.,;~7 i>,?' '?!I C. ?tt.>: :,rk't, i< ?%:,6?, ' ; p~-f,pl?,f>~i ,.:. fi;i<.l <>k I.: 

. . 
gmpb FJ:~ d(::7o tfi.3 I:,o in%ra 3%~. t;e : j t  Y.;,L:.~ s ir. ;he 9 2i;e , t  (.::)! t:, !,: !.i\.), : 2, l: 

r ,  ykLii$ thr? raualxie &o & . i ~ h  i?*>'i.b ;\~>lnjjtlj.i;,.. f a  e;.:.,:! ,.r:ti. t ( : i  :-:ri:ik'~ :.: 4. 

it. t~ reaXiz6: such f tds  r:iT8r.: of' a-stum anxorxi?:,s t c i  :?3?,552 t-'j:? 00, be-!.c,g tic 

blcreuse c d  $ 3 ,  5?9,, :'J,,;.: tX3, (3s 3 3 ,  r:iy& over :A::: a:.~-'yr .,, e? t h e  t c  t:;i C17l cirr+c.io 

jl19;rnutca te c)per;?l;:hng riltvaxues i.>f :7 ii.j.6 C C I : ~ ; ) ~ C ~  2%;. a.. f-:.! 6. yefir  eng22.iii; , I  si ; 

. T l r . ~ t C  tcw fi::ts which ar: ;  k a r t .  8. b ~ t o r i n ; ~  ;.1:1,3 .m~.c.  fair VR!!,~? 

3l.e sc:t, fb:>ra ix. .:r3 1 ' .  f i!mvf! c j  r*i?jy8f 9 :SC ? V,L$;; c:'; t , W~<I& :'., J,i . r~v.i'nl WP! I' .T 

n;ade h pas t  $~i' t ke j i :  ?%nElcii~l,;~ au1c.i .,~r;>r>~rt.re,j ! i t  rf?lih 

THE C(;:-"J2!1 S<],Q)] f . , j $ I ' ; ~ ~ ~ ~ ~ , :  

, , , I *  5,:(,J t'>~;'',. .r 'i'bat, -t.hzb ak:,:>ve ..st;lr ed ,$'i r i , .  ,:ii:r - !  . . ' ' ,. . t 5 & I  $ b: : 

:?s ,dike F'ir~ti.:,~.gs ~f Tilt.? F I & , J ~ . ~  b t , . i , i ~ . ; . 2  .!P ~:t.,ufi:,>:r~:- : ' i  I : ?  :?::. ,.; .., . . t . i , ? I  1 

one ( 2  i) 5;i.i:~ :i f'goi~ thl,:. d r ~ r , ~ ;  1.. i-t~>blc, f 
;i) p,, ,b,'i-r';tA 4' <!'! ! i ,  ~',f"l $!':' \,!8,.);&!y'; !,;: : ?t,, 

,;> ;, r n . j  p; ;,?;>&fp;> p, ;,< $ , ;? -$r  (1 ,, 1 ,'%<. 

(", j t ; , k l  

LJhf,etf I' i. 2 . t : ~ ~  M c ~ ,  2 ~ 2  ~ r ~ i d ~ ,  
I !l!,?i hf 12 dw 02- i.b;,<?;y,, 3 952,: 
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