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BEFOPE TEE RAILROAD COMMISSICN OF TEE STATE OF CALIFORVIA.

S. 0. FESLER, et al., |

- | Complainants, |
ve.

CacerNo. 515.

THE PACIFIC TEIEPHONE AVD TELEGRAPE COMPANY,

Defendant.

. ‘_,_.'_...o“ uél‘“"?“_

CLTET

Appearanc e 3

eph 4. Crocs, Aftornej for Complaznants.
James T. Shaw, represernting The Pacific Telephonc
. and Telegraph Company.
CRINION
, Commissioner. o

GORDON

xhe complainan 8 in taze cage are patrons of The Paczf;c
Telephone und Ielebraph Company at ;ts exchange in Modesto, Cal-
i*o*nia.

They are cla sified by the tclephonc company o
line su%sériber*

vs former
The complaint allegec dzscr;min_mxon mh tre

rates charged itc different patrons by the teléphone company and

poznts ou?d in support of trhis allegatidén that coze of tbeee patrons

are charged but $3.00 per year while others are dharsed “7 20 per
year for uimllur service.

It is further. alleged by the complain-
ants taat the telephone company owns no-inter

ot ;n,the l.neg and
vclephones comprzomng the equipment necécsaryjin rendéring this ser-

vice, in view of waich they velieve. that 33 00" per tQICphone per :
yea* would be ample com;cnsation o the telephone companj ror ﬁhis
cla

of oe*vzce.

The Commio“;on is, therefore, asked £ 1nvestz-x”
gate the tolls. rates and charge~ for the service rendered to 'a:m—

er line patrons and e detcrmzne reasonable chargez thcrefor.

This case was heard in the czty of deecto on January 16
1914.

The westimony shows that for a number of ycare the dcfend—
ant comnanj has beern rendermng sexrvice to its patrona in txe rural
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districts adjacent %o 1ts various exchanges under various cordi-

tions and at varying rates. As rural service conditions changed
witk the variousstages of development in this biaﬁdh of the tolem
phone company's business, the rates for this glasc ofAser%ice }
undérwcnt vafioua;dhanges. Eventually a sehedule of,ratcé {g:_
rural sefvicc was adopted and became effective on Jﬁly 1, 1905,-
un&er whick rates the Yelephone cowpany on its parf aérees.to Tarn-
ish switchboard conmection, necessary circult to the town limits
for not less than five subscribers per circuit, cemtral office ser-
vice, which includes unlimited switcning witk all exdﬁange sub;
seribers comnected with the exchange with waich he rural line coh-
nects, maintenance of the equipment whickh it provides, lisiing in
directory and code ring card. The subscribqré on their part are
requireé to furnish necessary circuit frdm tﬂé&r prexises to'tﬁe
towa limits for commection at thai point with The circuit'prévidcd'
by the telephonc compony, complete telephone and neceasary Baﬁ- |
teries, substation protection and maintenanceiof same. The rates
Tor tals class of gexvice are fixed by a sliding scale hav?ng as
its basis the toﬁal number of subscribers' stations connected ﬁith
tae exchange with wbhich the rural lines are ;onnected?- This sched~

wle ig ags follows:

Conneéting~ﬁith- Switching Rate
Exchanges of Der Year

300 stations or less $ 3.00
300 to 500 stations 3.60
500 %o 750 stations 4.20
750 to 1,000 stations 5.40
1,000 to 2,000 stations - .20
2,000 to 4,000 statioczs 8.40
4,000 to 6,000 stations - 9.60
6,000 to 8,000 ztations 10.80
2,000 %o 12,000 stations 12.00
12,000 and ovex 15.00

These rates apply for resideﬁce stationg: businqsafstaxions con-
nected oz farmer lines are charged double these ra:éa; and in‘eiﬁher'
case the ratéé‘ar¢ subject to a discount of io% if paid dﬁring-the
firct month of the year for which Bill is rendered, or in the cage

of new'subscribers, during the month‘when éervice is comnected.
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Tais. complaint was filed during the month of December,

1913. At that %ime and for a number of vears previous;y,'the
total number of stations connécted'with the Modesto-excpange was
between one and two thousand 5o that duri;g tham'pe:iod,tho stand-
ard rate under this séhedulc would be $7.20 pe% year.  Those
patrons who are now paying 23.00 per year became subscriders when -
that rate was regularly ia effect and'ﬁﬁoae'raxee, for one regéoﬁ;i’
or another, the tglepﬁone company has not advanced. Thaoze who axe
paying $7.30'pe: year are ta0se who have becoume subscrivers since
that rate was adopted as the standard éate on July 1, 1909, and’
those waoze rates the telcphonc coxpany has advanced gince that
date and prior to the effective datc‘of the Public ﬁtilities Act.

| Testimoﬁy of the complainants' witnesses Was caiefly in
support of their'claim that discriminatioh doéé-exist, Witk re?
spect vo thé element of reasonableness involved in the rates Lor.
rural service, i1t was franlkly adﬁitted by the complainants! coun=-
sel that their idea of'reqsonableness is baged 3enerally‘on-what,
they understand the rates t6 Ye in other states for simild: ser-
vice and that théy were not prepared to maintain any definite
position with reference 1o aay definite rate.

With reference to the omership of equipment necessary

in rendering farmer line service, it will be scen by reference 1o
the abeve schedule and conditions under which %he rates therein
listed apply that the telephone company furnishes a portion_of the
equipmnent waick includes necessary circuits Irom the exdhange,to‘
the town limits and necessary central office equipment. On the
othe: nand, +*he subgeribers themselves provide at thedir expence
necessary’tclééhones ané nécecza:y circuits f:omithcir prexnises o
the exchange limits, On this basis, the telephone company dis-
putes the 511egation of the complainants with reference to their
interest in fa&mer line equipment and hzas p:eseﬁtéd'data‘showing«—
tham tae average lengtr of lincﬁ"nebes:ary in'rcnderingffa:mer’line

gervice is one and one=-guarier miles as comparcd with an average.
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o4 one-quarter mile of cireuit neceggary for ather'éldssca oL exe
caange service and, on %he basis of these averagcs.iits investment
in ¢ircuits necessary in rendering farmer line servicevis actumily f
greater than the inmvestment required in rendering other classes of
service. | ‘ o _

Section 19 of the Public Utilities Act provides that no
public utility a2kall, as to rates, charzcé, serviée, fadilities,or
in any otner respeét, make or graqt any preference or advantage o
any pércon or corporation or gsubject any corporation of person 4o
- any prejudice or\disadvantage. mhé~purpooe of this section iz
clearly to prevent diserimimation.  Seetion 14(b) of the Public
Ttvilities Act provides that all public utilities 6ﬁhe:a ﬂhdn
common carriers shall file with the Commiscion “heir schaedules of
rates, rules and regulations, ete., whickh were in effeét oa Octo-
ber 10, 1911, bu* provides that the Commission ey from time to
time determine rates in excess of or less than vihose chown by
said schedules.  Section 17(b) of the Public Utilities Act pro= -
vides that no public wtility shall cnarge, demaﬁd; collect or
receive any greater or less or different compensation than'that
included in its schedules on file which are %o be the ratcs, etc.,
actually in cffcct on Octobcr 10, 191, bux orovides tham the
Comm;sszon may by rule or oxder esiablish such exceptions from the
operation of this prohibltion as it‘may ¢consider jﬁst and reason-
able as %o each pudlic utility. Section 63(a) of the Public
TUtilities Act pro&idea that no pudlic utility éhalljraiaé any of -
its rateﬁ, fares, tollg, rentals or charges except upon 2 showing
before the cOmmisaioﬁ,and a finding by the coimisﬁion that such
increase-is Juatifiéd. . )

T wag cailcd to the atténtion of tae Commission that

certain public utilities of the state, prior %o March 25, 1912,

the effective date of the Public Ttilities Act, had increased some-

of their rates over the rates actually in effect on Qctober io;

1911, and mccordingly on April 17, 1912, the Commission approved
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its General Oxder No.l7 requiring that such public utilities imme-
diately restore the rates waich were actvually in effect on Q¢tober
- 10, 1911, an&‘continue thoce,rates"in effect until'the farther oX-
- &er of the ¢dmmission.

ﬁbé;telephone company maintains tzat it is only by reagon
of the fact that it cannot, under the provisions of the Public |
Ttilities Act and of Gereral Oxder No.l7, referred eb-above, in-
ercase any of tae rates heretofore charged without the Cormission's
authorization that discriminaxion'has been permitted?to.continue.
and in thiz it was sufficieﬁtly torae out by the testimony of the
complainants <o the effect that the tclcyﬁone éompany had attemppgd ,
to make ali of its rates unifomm by raising the lower ratés.“_zhe-'
telephone coﬁpany admits there is dizcrimination between ita/éaﬁron%
who are complainantc herein and expresses a willingness to?femove
the discrimination by ralsing the lower rate. | 'J

In every case suck as‘th;z, we are net w;@b the same :ib

suggestion and it seems to be the position of ﬁﬁe”utilitiéﬁ that
when discrimination is found to exist they shall be permitted 1o
remove sudh'discrﬁninaxionvby imposing an added buxdeﬁ upon'thqbe
in whose\favor the Giscrimination has Seeﬁ mad§ inate#d,of tdkinz - {1
the dburden off of thogse upon whom it has been iﬁpdsed; In this
position the utilities lose sigat of thé provigione of the anstiﬁ
tution of this State and of the Public Utilities Act to the efréct
that they must secure the permicsion of this Coﬁmissiéﬁ-in,prdéf
to raise a rate and also the universsl rule thaé;ﬁhére'a priviléze_

is regquested, the one'requézting such privilege Srom any tridbunal

bag upon aim the burden of justifying the‘grénting of such reguest.

Therefore, i% ié well 10 announce f£or the bénefit of gll.public‘
utilities the rule that im the future whcre_discriminaxionsﬁare
found to exist the utility maintaining such discriminations may be -
permitted to eliminate them by lowering the rate without furiber
hearing and withoﬁt fgrthef findiﬁg than that the discrimination

exists. On the other hand, such diccriminations may not 'be
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eliminamgd by increasing the rate unless the utility has assuéed
and maintained the burden of chowing %o tais cOmmiszioﬁ that the
higher rate sougat to be put in is Justified. In other words,
in the present cace The Pacilic Telephone‘and Teiegraph Company mmg':
reduce all of its rates to the ievel of the lowest rate found to be
in effect ia this exchange, aad if it will do so the Commicsion will
congider tzat tae couse of compla@nt is Justified wiﬁhout furﬁhei
proceeding. £, oo the other hand, the defendant desircé,to re-
mowe the diserimination by raisiqg the lower xote, such defendant
must indicate that désire %o the Commigsion, Lfile an. applicatibn 50
Vo 4o and be prepared within a reasonable tzme to acsume the burden
of showzng tha* tae n;gher rate i juqtified or an order will be
entercd Tixing the Lomer rate as the proper *ate to be charged
it seems to me that the telephone company'has aﬂsumed an

illogical éosition wita referenmce %o its entire scale of o-called
farmer line Tates. I%o position is that the larger the number”dﬁ
patrons connected in the erdhange with which fhe fazﬁéf's Iihe is
connecved the higher the price anall be to the fanmer'* linc gub-
scribder. T™his positxon is correct if it be admitted that tae value
of the gervice o fhe'pazron is the only element %o be conaidered in
noking rates. This doctrine when advaﬁced byltpefraiiroads is
imown genmerally as the "what the traffic will bear® theory and-has L
been entirely. exploded with refereance %o razlroadc in this Statc
except in those  cases voere waat the traffic will bear, that is all
the shipper can be induced to pay, 18 no aigher than the railroad.
nas a right to exact when considering its business and the cost of
performing the sexvice. The real contfolliﬁg element is wdat it
coats the utility to perform the service and, vhile ﬁhiéfmnst‘bg
properly modified in particulaf cages, otill waen we vidw'the ecntire
Susinesc of a‘ntility this is the rule waich must bde applied; It,>'
nay weil be tba#lin the year 1914, under improvéd‘teleahonicacon;r'
ditions and in contemplation of the auch more universal nse of ﬁhe

telephone a farmer's *ine subscriber, even thou@h hc gets mo™

sexrvice froxm the company taan ne secured in the year 1905, shguld'
6. - .




nevertheless be accorded a lescser rate. Therefore, it is not

1 : ,
sufficient showing to permit the increase of these rates for 4this

company to produce evidence to the effcct thg@,moré secple may be
. reacied by the telephone ofvﬁne farmer's liﬁ; subscﬁiber now thaxn
could be reached when the 43.00 rate was in effect.

It ié, therefpre, oy opinion and I find as a fact that
discriminaiion’exisﬁc between the farmer's lime patrons of tals
defendant comnected with its Modesto exchange, and if such di s~
crimination is to be removed without furtaer hearing it’mnstvbé.
removed by applying %o 21l farmer's line subscriders in this terri-
tory the ss‘oolrate.

I recomzend 4he following order.

ORDEER

S. 0. Fezler and oﬁhers, pamroné of Qhe’PacifiC Teleshone
and Telegraéh COmpany, a public uﬁility corporation, hdving’filéd |
complaint that the rates charged itc pregent patrons for farmer line
service at itgs Modesto exchdnge.by whe said telephone compan&'a:e'
exorbitant, wnjust and discriminatory, and-a hearing naving been
held, and veing fully apérised in the'premises, the Commission here-
by finds as a fact that discriminéxion,in rates for farmer line oer-
vice coes exist in this exchange and basing this oxder on the rére;
soing JTinding of fact, |

.17 IS HERESY ORDERED %hat suckh diescrimination ve removed
within thi:ﬁj days Irom the date ol this order by the appliication oZ
o waiform ss;od rate to all of the patrons of tﬁic exchange or tﬁat,
within such time, the defendant herein file an applicafion apply=
ing for permission to precseant evidence with a ?iew tO'justify;ng
come highexr raﬁe thon the lowest rate exiostent in tals exchange for
it farmer line subscriders, which rate shall be subsiituted waiform-
1y for the existing rates. '

’AND IT IS FURTHER ORDERED that, on the filing of such ap-
plication, the'préscnt-rates be maintained in effect watil the Com-

nission determines the questions raised by said application, bdut in
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the event that said application is not filed within the date spec-
ified, or there@fter in the event that said application for an in-
rease is not justified, the preseat uniform 43.00 rate must be

maintained in effect.

Tne foregoing opinion and oxrder are herebdy approved and
ordered filed ac the opinion and order of the Railroad Commission

of Tae State'of California.

‘ N -
Dated a2t San Francisco, California, this /d‘qﬁlr-day of

April, 1914,

commigolioners. .




