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In the Matter of the A~p11cation of 
S~T ZER Ho!$ TELEPHONE AND T~LEGRA:PE 
COMPANY for an order authorizing in
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Application No. 5002. 
crease o~ telephone ratee. . . . . . . . . . . . . . . . . . . . . ) 

C. C. Johnson, Esq., for Smeltzer Home 
Telephone an<I Telegraph Compa.nY'. 

MARTIN, COmmissioner. 

o :P I N ION 

The Applioant 9.~ks the authoritY' of the Commi~aion to .. 
inoresse telephone ratee as set forth in the application and to 

make oertain oh.s.nges in the rules and regulations estsblis'hed bY' 

the Commie e.ion • 

In General Order ~~o. 57 the Commission continued until 

furthor order the rates put into efiect by the postmaster General" 

on such telephone sy~tems as had, d~ring the period ot the war, 

been placed under ?ede~al control. A~plicant!e plant was one 01 

those systems. It appears that the rates ssked for are substantially 

those covered by General Order No. 57 • 

.A hearing Vise held. in Sa.nta .A.ns. 0:0 De'cember 3, 1919, tlJ:ld. 

there are now beiore the Commission the operating and other data sub-
'. 

mitted with the application, the reports on the valuation and oper-

ating £igures and conditions ot the Commiseion's Eng~ecring Depart

ment and tho annual reports ot tho Applicant. 
'I· 
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Valuation, Operatin~ Revenues end ~enses and Finances. 

The reproduction cost oi th.is property as e:stimated by 

the Commission's engineers as o:f November 1, 1919, is $24,278, and. 

the reproduotion cost le33 depreciation is ~lo,409. The actual in

vestment in the plant by the pre~ent owners cannot be acourately 

determined. It is apparent, however, that a large portion o:f the 

plant (and certainly in eXcess o~ ~lO,OOO) has been invested since 

1904 out of ecrning~ in addition to such dividends and other earn

ings as have been paid out by Applicant. Another important item in 

connection with the valuation is the ia~t that a considerable nortion . . 
oi Applicant's preeont plant is not now actually used and useful. 

Since 1913, it appears, the Company's business has been declining 

:from approximately 330 eubscriJers to the preoont apprOximate number 

of 220 subscribers. In considering a fair rate base. however. no 

"deduction Will be made becauso 0:£ thie condition. 
t 

According to the statement of revenues and expenses 

prepared by the Commission's Engineering Departmont :for the twelve 

monthS ending October 31, 1919, the Company has operated with a 

deficit oj! approximately $250 a:fter a deprecia.tion allowance :for the 

twelve months o:f ~~97S has been take:a into consid.eration. It 1s a 

tact, however, tha.t since 1914 Applicant hae paid s regular annual 

dividend of 10 per cent on &11 o:f the outstanding common stook and 

in the year 1916 S 20 per cent dividend was paid. 

Considering all o~ th.e available :figures, it is my be

lie:f that the Company will be sble 'UIlder tho existing ratos to main

tain adequate snd ef:ficient service t;l.Xld to make proper provision :Cor 

a depreciation tund to ~eep its plant in good servico oondition .. 

Method of Billin~ s!Jd Collecting,. 

The present rates tor one-party line service are quoted 

as net monthly rates. The present rates :for ten-party line service 
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are quoted a~ montr~y rates subject to a di~oount of twenty-tive 

cents per month it bills are paid on or before the tenth day ot 

~he month i~odiately following the quarter for which bills are 

rendered. The purpose of quarterly billing is, no doubt, to avoid 

the additional expense of billing, accounting and colleoting whioh 

would be incurred if bills were rendered OD a monthly basie. One 

o~ ita effect~, however, With thi8 discount provision in eiiect, 

is to deter tho paymont of bills until three months' service has 

been furniehed. There is no specitic provision made in the rate 

eCAedu1es tor quarterly billing tor one-party-line subscribers, but 

the filed rules and regulations provide that all bills against 

subscribers receiving eervice at flat rates are due quarterly. We 

assume, there!ore, that all bills, e~cept £or toll and telegraph 

service, are payable quarterly atter the delivery of eervice. Thie 

practice is as unfair to the Company as it would be unfair to sub

scribers to permit the Company to demand paym~nt tor a period of 

three months in advance of delivery and, unless the CompsDY has 

an ample reserve fund £or working capital, may work an unreasonable 

hardship on the Company in meeting ita current expensea. In addi

tion to thie objectionable practice, petitioner has etsted that it 

has not, Since the Company wae organizea, employed a collector. 

feeling that the cost of auch employm0nt woUld be greater than the 

amoun~t which it would be unable collect without a COllector. That 

tho praotioes here referred to have resulted in a conSiderable lose 

of revenue is evidenced by the fact that uncolleotible revenues 

charged off by l'oti tioner during ""he past twel va years have aver

aged 3.9 per cont of the grose revenues, an amount entire11 too 

great and one which. with ordinary diligen~e in the administration 

of reasonable rules and practioes could and should bo very mater-

ia.lly red.uced. 
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Rules, Regulations, Service and Rates. 

I am not convinced that the proposed departure ~roc. 

and the moditication oi. the rules heretofore prescribed by this 

Commission is justified or in the interest oi efficient service 

to the consumers except insofar as these rules are modit1ed in the 

fOllowing Order. It is a.pparent :from the record in this and simi

lar proceediDgs that telephone subscribers are iar more interested 

in efficient and reliable service than they are in slight fluctua

tions in the rates. The Applicant should, therefore. be required 

to ren~er every possible offort to give first-alass'service. It is 

my recommendation that the Commission through its Engineering Depart

ment keep in close touch with the Situation so that it can be ascer

tained whether suoh service is actually given. Under the peculiar 

and somewhat abnormal conditions under which this applicant render$ 

telephone service to Widely scattered subscribers over a consider

able ares, ! believe that it is just and reasonable to continue the 

present rates. Monthly collectioXJe instead of quarterly oollectiollS 

should be hereafter be made of allot the eubscribersT acoounts. 

It ie ~leo roeommondod that Applicant be required to keep a aepre

eiation :fund. and., t'o use'this :cuno. only :tor the purpo~e~ tor which 

it 1~ ~et a~l~e and only under ~ueh rules and regulations aa may be 

presoribed by the Cozn:::::1ssion. Tile smou.nt ostimated by the EngiXleer

ing Department oi ~975 por SnDum shoul~ be set seide tor that purpose. 

I recommend the following Order: 

o R D E R 

SlSLTZE..'q EO~ TELEPHONE .A.J.1D mLEGR..U'H COMP.A.NY haviXlg 

iiled with the Commission its ~p~lioation for an order authorizing 

an iXlorea.se of rates. n hearing having beeXl held, the matter having 

been submitted and the Commission~ bssing its cOXlclusions on the 
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foregoing Opini~n, finding as a fact that t~e present rates are 

just and reasonable: 

IT IS EJm'E:BY ORDERED that SMELTZER HOME TELEPHONE AND 

TELEGRAPH COMPANY is authorized to continue in effect and to file 

with the commission within thirty days of the date of this order 

the tollowing schedule of rates, which rates are the rateo hereto

fore authorized by the postmaster General' of the United States and 

referred to in the preceding Opinion as the present rates: 

Business 

1 Party Line 
10 " " 

Ehtenaions 
Extensions (one way) 
Extension bell 

Residence 

1 Party Line 
10 " " 
10 " " 

to Ministers. 
Churches. Mis
sions, etc., 
Extensions 
Extensions (one way) 
Extension bell 

Wall set 

$ 3.00 
2.50 
1.50· 
1.00 

.50 

$ 2.50 
2.00 

1.00 
1.50 
1.00 

.50 

Desk set 

$ 3.25 
2.15 
1.75 
1.25 

.50 

$ 2 ... 75 
2~25 

1.25 
1.75 
1.25 

.50 

The authority herein is granted upon and subject to the 

conditions following: 

(1) Adequate and efficient telephone oervice ~uot be main

ta.ined a.t a.ll times. 

(2) A depreciation reserve of $975.00 per .annum, in equal 
''W/'" • 

monthly insto.llmcnts, s~l be. set aeido and shall be ·a.ccoUnt.ad 

for and used only for such purposes as will be prescribed or auth

orized by this Commission. 

jJ..~ I'X IS H.EREBY JroRTRER OFJ)ERE:D that SMELTZER HOME TELE

'PHONE MTD TELEGRAPH COMPANY shall until the further 0 rder o'f thia 

Co=miosion continue in effect the rules and regulations heretofore 
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filed with the Commission under Decieion No. 2879 and in effect 

except a~ herein modified as follows: 

(a) Rule Number 9 heretofore filed and in effect shall 
be cancelled and superseded by Rule N~ber 9,pro
viding as follows: 

"All bills against subscribers receiving 
service at flat monthly rates may be rendered 
monthly in advance and may contain a notice 
that bills are due and payable when received 
endJ if not paid within fifteen days of receipt 
by the subscriber, service is subject to dis
conti~uance without further notice." 

(b) Rule N~ber 15 heretofore !iled and in effect shall be 
cancelled and superseded by Rule Number 15 ~roviding 
as follows: 

liThe Company will make, a.t its own ex-
penoe, all ordinary extensions not to exceed 
one-quarter mile. Extensions beyond one
qua.rter mile shall be made under an agreetlent 
to be entered into between the company and 
the subscriber, subject to appeal to the Rail
road Commission." 

The foregoing Opinion and Order i8 hereby approved and 

ordered "filed as the Opinion and Order of the Railroad Commission 

of th.e state ot California.. 

Dated at San Franc1sco~ California, this 

of Uarch, 1920. 

. -

1'6~:~-~;k 
V&'naz CJ1d(t~ 

ommi ssion ers. 
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