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BEFORE TP..s RAII...ttOAD COM~r.ISS!ON OF TEE STATE OF CALIFOR.~I.A. 

!n the Matter of the Lpplication of ) 
the REEDU:Y T"i!.E:eHOl-."E CO~IPANY ) 
for 8uthority to increase retes tor ) 
telephone service. ) 

Application No. 4858 

FI?.£T SUPPLEMENTo:~ OPINION ~ ORDER 

The R~ilroad Commission by its order in Decision No. 7027, 

dated January 12, 1920, authorized Reedley Telephone Company to file 

e. new rate schedule. 

A condition of the Commission's order reads as follows:-

"(b) A de:preciation reserve ':01: ;~900. per annum in inste~l­
ments or $75. per month shall be set aside in a speCial fund 
for the purpose of maintaining the plant in good condition 
end shall be used tor such purpose only as may be authorized 
by the Commission." 

Thereafter by Decision No. 9255, dated July 23, 1921, the 

CommiSSion increased the annual amount to be thus set aside from 
$900. to $1,500. 

The comps.::::.y 1:I.9.S filed e. supplemental application in \'lhich 

it asks the Commission to vacate ~nd sot aside condition (b) ot 

said order in Decision No. 7027. It alleges that in accordance 

wi th the order of the Comro.issioll it did establish a cash depreciation 

tunc! ollt that 5.t was unable to maintain it on account of the dema.nd 

for new Capital to construct addit.ions and betterments to its plant 
and equipment. ::a'rom time to time the Commission has authorized the 

company to withdraw and use cash from the fund to pay indebtedness 

e~d for otber pu~oses. 

In Beneral, it appears to have been the practice of the com-

pany to finance its capital additions with surplus earnings and de-
preciation moneys. The company further alleges that the moneys in-
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vested in plant and properties have been in excess of the depreciation 

requirements. Its financial reports filed with the Co~~ission sbow 

that during the sixteen :rears that have ellapsed since the former 

decision, its investment in fixed capital has increased from $32~103.96 

on December 31, 1919 to :;~81, 261.33 on Deoember 31, 1935 and its re-

serve for depreciation during the same p0riod from ~~,080.53 to 
.... "%7 "'11 1':::4 .,;. .... <.1,.;; ...... 

Applicant a:: o"r December 31, 1~13S reports its as::ets a.nd 

liabilities as 1'ol10w8:-
}..sSETS 

Plant and equipment .. .. • • • .. • .. .. • • • 
Other property .. • • • .. .. • • • • . . . . 
Current assets: 

Ca.sh. • • • • • • • ... ~;7,677.21 
Accounts receivable • • • 854.69 
Due from subscribers .. ... 1,663.48 
Materials and supplies .. • 658.97 

Prepayments .. • • • • •• .. • • • .. • • • .. 
Other debit accounts .................. . 

Total ....•...... 

LIABII.IT IES 

Capital stock-Common .. .. .. .. .. .. .. .. 
Funded debt .. .. .. .. • .. .. • .. .. 
~urrent liabilities: 

Accounts payable .. .. .. • 
l\CCr'~als • • • • • • • • 

. . . . 
1,457.22 

810.39 
Depreciation reserve • . • • • • • • • • 
Other credit accounts • • • . • • . • • 
Surplus . . . . . . . . . . .. . ... . . . . . 

Total ..•.......... 

~~8l,261.33 
6,500.00 

10,854.35 
823.88 
237.17 

~9J676.73 

$14,210.00 
15,200.00 

2,267.61 
33,311.54 

11.82 
34.675.76 

~he company =eports that it is in a sound financial condition 

and et all times has been in a. position to make the renewals and re-

~lacements required to maintain its system in a good, operating con-

dition without the continuous ~~int0nance of a cash depreciation fund. 

On this point the company's reports do shoVl since 1919 that its 

volume ot business has been increasing ~d that its revenues have been 
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sufficient to psy for repairs and other operating and maintenance 

costs, including tsxes, to provide tor doprecietion to meet fixed 

charges, to pay dividends a~~g:-cgating :;;5,536.60 on the outstanding 

stock, and to build up a co=po=ate surplus unappropriated trom 

:.:1,881.30 to $34,675.76. ]'\:.rtb.er, tb.0 rcports show that the company 

has issued no stock during the sixteen yeers' period 8nd, since 1928, 

has re6.uccd its outstanding bonds an.d llotes pays.b1e from. *~23,960.00 

to :~lS,200.00. Incidentally, it might be added that for the past 

few years the company has boen, and now is, controlled through stock 

o\'mcrship by :~s:oc iated Telephone Company, Ltd. 

It appea.rs '~o the Commission th~t Reedley Telephone Company's 

pos~tion has improved to such a degree that there is no longer any 

nec~ tor the ~aintenence of the depreciation fund ordered to be created 

oy Decision ~o. 7027 a~d that accordingly its supplemental application 

shou:d be granted, therefore, 

:~ :s E3?3BY O?D3P3D that condition (b) of t~e order in Decis-

ion No. 7027, dated January 12, 1920, as amended in tho order i~ 

Deci:.ion No. 9255, datee. July 23, 1921, be, and the sa.m.e is hereby, 

vacated and set asido. 

~~TED at Sen Francisco, California, this ~ day of 

-1'J1..4.u'" 1936. 

r 
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