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In the Uztter of the Application
L the Reedley Telephone Company '
for authority to issue vonds and . )application No. 6287.
for authority %o increase its
rates for telephone service.

Ernest Irwin, for gpnlicant
| 4 -~

BY TES COMMISSION.
QRINION.

The Reedley .elepnone Coxpany, hereinafter referzed
vo. 28 the Company, in Applicaiion No. 6287 asks +the Cormission
0 autkorize it to issue such an amount of bonds‘as will net
it $15,00C.00 and 2lso asks vemmission to imerease i<s Pres-
env’ rates Tor yelepﬁone service. The money gecured by the
vozd issue, thé'company svates, 13 0 be used Yc pay existf‘
ing dqbfz:which were incurred in making exieszions to iis
nlﬁnt 0 reimburge itz **casu:y and vo finance further new

The inereace inm rates, 14 alleges, is necessary
| in order taat it may secure a faiw Teturn upor its inv ¢siment,

The rates in elfect at present are those autho:izcd
by tae Commiési n iz Deeiszion XNo. 7027, dated Jaanuary 20,
1920, and modi fied by Decision No. 7830, dat ted July 9, 1920.
The latter decision dizcontinued the 25 cent discount for
prompt payment of bills, out did not change the rates. The
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brezent rave scacdule igs asz follows:

Pexr Uonsh
Business rRegidence

Yoin Line well H2.75 v2.25
Two Pariy Lime - wall 2.25 2.00
Four Perty Line - wall 1.75
Six Party Line wall - -- 1.50
Suburhan | 2.25 2.00
#Extensions 1.50 : 1.00
*Farmers' Lines - .60 .40
Deckx telephones are 25 cents ad-
ditioral per zmonta on all clasaes

of service except those marxed with
an asterisk,.

A hearing was nelc in Reedley. The Company did
A0t file any exhibits at tae hearing, since %he appiication
itzelf sets forth the net additions <o Sixed capital since
September L, 1919, the date of the Comzission's eppraisal
of applicant's property ir Application No. 4858; tne revenue
and expenses from January 1, 1920 %o Septexmber 1, 1920, as
snown by the Company's 00Xs and the estimated revenue and
expenses for one year under present and propoced rates,

Tre Commission's enzineers resented a report wiich
zhowed the'investment in fixed capital as foﬁndvby taldng tae
sun of the met additions o plans zince September 1, 1918,

and the appraisal whick they nad zade of +tie Coxmpany's PToD-

eriy as of that date; tne revenue azd expenses for the period

froz Decexber 1, 1919, o November 30,1920, and en estimate
o tke revenue and expenses Tor a neriod of one yer:r under‘

Dresent rates.




From an analyzsis of the Tigures rezen:ed_by thé
Company and oy our eangineers it ic our opinion thas %36,500.: .
ie a falr wvalue for thic property for'ratc-makinc pwrposes,
and suggest this amount as the wrojner rate dase,

The net income exclurive of interess deduciions,
for %tae year ending Noverber 30,1920, azounied %o $1840. .
The gross &evenue collbcped during thdz period amounted o
$15,767. , ond the expenses for +the same veriod, includizg
,Eaxez, uncellcetidle revenue ond o rezerve for accrued depre-
clatioz, amounted to $13,927.. It i3 apparent, therelore,
that o sufficlent returz has not been mede ﬁpon thefinvcstmcnt
during the period analyzed.
| A careful estimate of revenues and expences for one
year indicates that the Company maoy reasonabdbly éxpect a'gross
revenue of $17,100.7 0 for this period wnder p:esentvraées,
wita an iﬂérease in dusiness amouniing to 5%. The‘expegses
for the seme period with present rates will be approximetely
524,750, ., leaving a nct izcome for the year of $2,350;u".
This amount would be a return of approximate:y*é&% upon tae
rate base supggested avove.

The rate structure w:ich we propose shouwld yield,
during *ae next'ﬁwelve_monﬁhs, a gross revenuc of approxigaéély
817,700, , wkile the expenses will amount %o zbout $14,8C0.. .
Teis, in our opinion, will give vthe company & fair rettrn'ﬁpdn
itz investment.

The increase in expenses for the year 1921 over ikte

vear 1920 is due 40 tae additional allowance of £700.. pex

annum for dedreciation of plant 2ot covered Zerctofore by the
fund and to ke ingrease in taxes. Jo allowance was made for
an increcse rnor for 2 decrease In wages of employecs in tre

ectimate,




It i3 recommended that the Commiss;on order the
Company %0 offer the folloﬂing.classes of service and author-

ize the following rates: -

Per Yonth

Zusiness Residence

Mein Line - wail  $3.00 © o $2.25
™o Party Line - well = 2.50 2.00
Four Party Line.-=. wall _ 1.75¢
Six Party Line awall ' 1.50
Swourban o 2 2.00
*¥Exxtensions .00 1.00
wkFarmers' Lines . ' 40
Desgk telepkones are 25 cents additional
per monith.on all classes of zervice ex-
cept those merked with an astexisk.Grabo-
Phones are 50 cents additional per month

on all classes of 3 .vice excent farmers'
;ine . :

Tze avove rates for fermers' line service

are based wpon a mirimum of five subscrivers

per line, A.y number lessz than five saall

pa; The proper p"o-.u 2 o0 equal the revenuve
rom Live subser be_u. S

All services, rules and regulaticns not covered
i this opinior shall remein as provided for im the Com=

zission's Decision No. 2879, decided Novembver 5, 1915, and

as mdd;fied by‘;he Commission's Decicion No. 8146, decided

Sep vembe- 24, .&.920

oervice and’ Accounwzng

Sabsc*ioc*z on tae so-called Sguoaw VaulerDunlap
line complained of the service rendexr ed on tacir linc.v?,iw
zatter has been vefore tre Commission informally on several
ocecas Lonw, anc is now veing nandled as a formal‘proceéding
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Apart from this applica:ion.
The Company has *ccen*ly 1sered its accounting
systen %o conforz %o the Commission’ s Un*fo~m C;assi’ica-

tion of Accounts for ;clepnon Companmes, a8 *ecomme*ded by

our engineerc and accountants.

Iasupnce of Securities.

In Exnibi* A annl:can* reporis q9,582.éb of no%es
outstanding as of Sovember L, 1920. In addition the Company
reports otzer lizbilities amounting t6'$@,136.27; ’

Appligan£ aské.perﬁisaion to issue bonds to refund
143 indedbtedness and to reimburae its treasufy.jit'aéks
authority to izsue such an amount of bonds as will net it

$15,00C.%0"
Applicant p*oposea to issue 7% vwenty yea* ‘vonds

and sell such bornds at not less than 95 and zcerued interest,

no *raagements ha%e been’made'by appliéant for tke sale of tke
tonds nor nas app*icant vubmitted deed of .:uétfsecuring tae
nayment of the bonds, |

-This Commi on can oovzously not mazc a final oxder
in this proceed‘ng unt 1 tnere nas been fxlcd witn the Come-

csion for its3 cons ide*auion 2 proposed mor gage or deed of

trust securing the payment-pf the vonds.

~ Thne ordefvhcreiﬁ,_insorér a8 it relates %o £he‘
issué of onds, 13 of aléreliminary c;aracter and subject %0
suck modificatioﬁ-as zay becowe necessary.

The following form of order iz recommended:

CRDER

REEDLEY TELEPHONE COMPANY, having applied for per-
mission to increas , Tates for telephoné service and 4o

icsue Bonds and execute 2 mortgage, & public lhearing having 156 :
. . ° f ' '. kA, .
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been held, anc the Coxmission bci“g o’ the op.ﬁzon eat-
the rates authorized and the classes of service prescrived
taie Order are Just and reasonnble and tha: the zoney,
property or labor to be procured byfthe izsue of :he‘boédg
hereiﬁ authorized, is rcasonadbly reguired oy appliéant and

trat the expenditures herein permitted are not in whole oF

irn part reasonabvly charseable t0 operating expense or O

income: ’ , ‘
¥ ORDERED that applican* is au;ﬁ&fized
to ﬂ*abllsn and file w“*%_tne Comm_83101 within thirty (30) -
days of the date of this Ordex a ;cnedu;e of rates and serv-
ices as outiined in‘the‘foregq;ng.OpinionaVUpon cpprovai’of
the seaedule so filed, appli;ant'is authorized to ut these
raves into effect sudject to tze folloﬁing conditions: -~
A, Adeguate and efficient teleplione service nust be
rendered 8t ell times for all,claﬂeef Bf ee:vicg.
The depre¢;a£;6n reservevoﬁ 900.’“ po* anrum
~ordered set ggide iz the Commlssion's Decision
7027, éecided January 12,1920, 2221l be in-
creazedlto $1605.9ﬁ ner annuwz in nonikly An”t;;l-
ments of °’33 33, and. applican zaall file‘with
the Coxmission vith.n.th; <y days of tae date of
tais Order ita_sugges :ions for rules gové;ﬁipgj
the funcﬁio: azd use of the depfcciatidn {ﬁ;d 
and these :uié;vshall thereafter go into effect, -

as a?provéd or modificd by the Commission,

IT IS HEEAuY FURTEER O?D ALZD that the 2 ;cedLGY'
Telephozne Comvany be, and iz nereby sutnorized <o iss"é ard
sell t nov less *qun 097 of thez. face value and acc*ued
iz *eot wlp 700..7 face volue of the 20 year 7% bonds, DT o=
vided thzt none of tzie dYonds ve delivered until the.Commiszion
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hes authorized applicant to execute a deed of itrust secur-
ing the payment of ihe bonds. The Commission Will zereafter
by\supplemental crder syecify +the purposes for which appli-
cont may use the proceeds obtained from the sale of the
bonds. |

Tne authofity herein granted is subjeet to further
conditions as fellows: =

1. Reedley Telepzone Company shkall. keep suck
recozd of the izeue and sale of the bonds herein authorized
and of the disposition of the proceeds as will enablé it“fo
ile on or before the 254a day of each.month-avverified repors,
as requirei'by the Railroad Comzission's General O:de:_Nc. 26,
which order, insofar as bpplicadle, is made a port of tiis
Order, |

2. The authority herein granted will not become
effective until applicant zas paid +“he fee prescribved in ihe
Pubiic Utilities, Act. B .

3. Tre autjority herein granted will apply only
“0 sucZ bonds as may ve isaued, gold or delivered on or be-

fore December 31,1922,

Dated at San F:'a.ncizcb', California, this: Qiazj,d.ay

©f July, lg2%. ' .
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