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Decision No.

BEFORE THE PUBLIC UTILITIRS COMMISSION CF THE STATE OF CALIFCRNIA

Avplication No. 28211

-

In the Matter of the Application of THE PACIFIC
TYLEPHON® AND TR "GRAPH COMPANY, a corporation
(inclusive of its wholly-owned subsidiary,
Southern California Telephone Commany, a corpora-
tion),ifer authority to inerease certain intrastete
rates and charges applicable to service furnished
within the State of Californis..
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P:i.llsbury, Madison and Sutro, by Felix T. Smith, Jokn A. Sutro and
Arthur T. George for Applicants; John J. O'Too...e, Dion R. Holm and -
Paul L. 3eck for the City and County of San Francisco; J. J. Deuel

and Edson Abel for California Farm Bureau Federation; Roger Arnebergh,

K. Charles Bean, and T. M. Chubb for the City of Los Angeles; -
Joseph A. Bonacina and Dr. L. Melvin Pollard for the City of Sunnyvale;
F. Bart Femhoff, J« Kerwin Rooney, and Archer Bowden for the. City of
Qakland; Robert T. Anderson for the City of Rerikeley; C. M. Ozias for
the City of Fresno; ¥rs. Kathie Zahn, interested party; Syron E. Harding,
Jarmes X. Maclntosh, and Charles M. Dinneen for the United States of -
America; Russell Zaches for the C:z.ty of Monterey; A. H. Rolfes for the
Z1 Nido Televhone Company; William L. Hudson for the City of Carmel;
Nesley W. Xergan for Montcrey Chamber of Cemmerce; Reginald E. Foster
for the City of Pacific Grove; Philip Uden for Local 120 of American
Communications Association, et 41; Samuel Vickers for the City of
Vallejo; Theodore Smith for San I.orenzo Valley. FProperty Owners Asso-—
ciation, Ben Lomond; Henry McClernan and John H. Lauten for the City

of Glendale; H. Burton Noble and Frank L. Xostlan for the City of
Pasadena; Frank V. Rhocdes for California Independent Telaphone Asso—
ciation; Tverett L. Parker for Municipal League of Los Angeles and also
representing James L. Doherty for Utility Workers Unioen of Americas.
Richard C. Waltz for the City of Beverly Hills; George W. Irving for

the City of Burbank: Theodore X. Resmey in nronria persona and for
California Progressives; Zarl C. Craig for the Public Affeirs Forum,
Los Angeles; Lawrence L. Cardwell in propria personaj Joy A. Tinans for
the People's Lobby of California; Smmett ¥, Tompkins for the City of
Alhambra; B, Guy Cornyn for the City of Arcadiaj vi.u...m D. Libdby for

- the Arcadla Chamber of Commerce; Tmeul J. Forman and Z. A. Hosmer for
the Citles of Alhambra, Beverly Fills, Burbank, Culver City, EL Monte,

Segundo, Glendale, Hawthorne, Ing.‘.owood Pasadena, South Pasadena,

and South Gate;. Clyde W. Woodworth for the Cities of Inglewoed, EL Segundo,
and South Gate; Robert. A. Schwamb for the City of Montebello; M. Tellefson
for the City of Culver City; L. L. Drouet in propria personaj. -

Breeme E. Gigas for the City of South Pasadena; and M. Anderson Thomes
for the San Francisco.Council of. Churches and the Northern Cal:.foma and
Western Nevada Council of Churches.

HULS, MITTELSTAEDT, Commissioners:

INTERIM OPINION

An application was filed by The Pacific Telephone and Telegraph Company

(inclusive of Southern California Telephone Company) on February lh,rl‘%?, which
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roquested an increaso in cortaiﬁ rates and charges app%icable 10 C#li?ornia intra-
stato operations in the amount of 820, 195 000 apnually. Subécqnently; tho
Commission authorized the merger of The Paciric Tclephono and Lclcgraph Cbmpany and
Southern California Telephore Compeny, vtich*was effccted on Mhrch 31, 1347, the
Pacific Company being the surviving corporation. The Pacific Telepgone and Tele-
graph Company is a subsidiary of the American Telenhone and Telegraph Company.

| Hwnmsmwmumummm2&nwuemmonmmnmfn,m,m,m,
24, 25, 26; May 12, 13, 14, 15, 16, 19, 21, 22, 23; and June 2, 4, 5, and 23, 1%47.
During the course of these hearings, testimony wss introduced by The‘Paciric
Telephone and Telegraph Company in support of its applicaxioh,‘and‘most of its
witnesses were extensively‘cfoss—examinod by the interested parties and the
Commission's staff,

The evidence as t0"earnings presented by the company is related bﬁsically

to the results for the six months ending December 31, 1946 equated to An annual

basis. These results are:

: : Balance :Avg.bet.Plant:p.. :
te .z 7 Total Total :  Net : and Working : Cent :
Qperations : Revenues : Ixpenses : Ravenue : Capital sReturr:

Total Calif. Intrastate $182,502,600 $172,659,700 slo,zuz,goo s33a,62a,3oo\ 3.04%
Intrastate Toll 56,318,600 53,923,600‘\ 2,395,000 70,774,000 3.3
Total Exchange 126,58a 000 118,736,100 ‘7,8a7,900- 263,850,300 2.97
S F.-E.B. Ext'd. Area 38,7&7,L00 37, 62L 100 1,123,300 77 316 100 1.45
L.A. Ext'd. Area Bl,6b2,400 56,009,100 8,653,300 127,623,300 6.72
San Diego Ext'd. Area 5,239,100 4,859,200 379,900 12 ,600,100  3.02
QOther Exchanges: . o o
Northern Calif.. 14,687,600 15,981,700 (1;29%4,100) 35,923,700 (3.8
Southern Calif, 3,247,500 4,262,000 (1,014,500) 10,382,100 (3.77

(Wgu_r_ e)
The average net plant is arrlved at by deducting the recorded straight
line depreciation reserve from the total telephone plant. Straight line depreciatiqg
expense is included in total expensea. ' | - i
In May of this year the company entered into agreements resulting in Wage‘
and salary increases to its employees amounting to in excessvof slz,OOO!OOO. It

estimates the annual increase in expch:e applicable té California intrastate éper#

ations, resulting from these wage increases, is in the amount of &10,235;000'iﬁc1u&;

ing associated pension and social security charges. Since this item of expense was
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not xnown to the company at tha time of filing its application, and was 1ot included
in any of tho oxhidbits introduced prior to the kearing dn June‘S. 1947, it is the
compaqy's positioﬁithat the inecreasss reguested in its original appiication must be
rovisid to reflaet the additional vage costs. At ths hvaring of June Sth the
Applicant prescnteé evidence to show that with tho additional wage c¢Osts the
por ccnt return on average net plant and working dapital for Ceiifornia intrastate
operations, for the six months ended December 31, 1946, expreséed on an annual basis,
is reduced from 3.06% to 1.23%. | |

Perding the time that Applicant is abls to roavise its rate proposals and
complete the presentation of evidance in the case in chiaf, Apﬁlicﬁnt points to tke
emargency confronting its management in tho way of substéntially reduced earnings,
a2t a timo whe=n it requires large sums of money o carry rorward;its construction.
program. Applicant, tkerefore, oa J.no 17, 1947 £il:d an anondment to its applica-~
tion and a requaét for enOrgency inerease in rates and charées in ths amount of

810,501,000, in order aprroximately to offset the effoct on California intrastate

operations of th: recently granted vage increnses. Such an inercase will serve to

maintain Applicant's earning position at approximatelf the' samz lével'as before the
wage increass, pendizg further action of th: Cozmission.

Theretofore, the Azplicart on Yuno Sth bhad moved for an amergoncy inereass
tc be accomplished by a surcharge of é.ﬂ% on all vills in ordef to obtain approx.-
mately $10,500,000 of added revenue. Objéction to this mﬂthod was voiced by‘thg
represe;tativas of Ios Angeles, San Francisco, and a number of othor ;ities on th
ground that it produced an incquitabdls distribﬁzion of charges and did not take i1alo
account the relativo earnings position of variéus arceas of the staté. Ihé_cdﬁpany
in its amendment of June¢ 17th withdrew the mot;dh above roforred to and substituted
a schaduls of rates includigg inercasss prineipally in ihe-exchaneesvwbere the ratcs
in general have not baen chaoged since 1919, and wheretthe earning$ Are varticularly
low. In addition, since thc‘toll earcings also are low, and sincé toll rates have
boen reduch‘in rocent ycars, an increcase in the toll rates has baen included..
Tnereases in the scrvice comnection charges ere also included bdecause of increased

1abor .costs .incident to the work of inmstallation.
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The‘basic rate changes applicable in all exchanges thr&ﬁghbut the state,
except in the Los Angeles, San Diego and San Francxsco—East Bay extended areas,
arn based on an increase. of $1.00 per month for one~party business service, y.%s
per month for two-varty business service, ®.50 o2r month for one-party and two—
orrty residence service, and £.25 ver month for four-oar*v residence service, w1th
A maximum rate of $3.00 ver month for two—varty residence service. withln‘the
extended areas all local and extended flat.rate business services are increased by
the same amounts, .but no increase is made in basic rates for residence ;érvicé.

Mecsage toll telephone rates are changed by decreasing the initial period
for 5, 10, 15, 20 and 25 cent station-to-station calls from 5 minutes to 3 minﬁtes;

-

Likewise, person-to-person charges are inereased by 5 cents in the short hauls.
The rates for longer-haul calls are also increased for the station-to—staﬁioh
classification by 5 cents, beginning at about 130 miles and tapering off so as to
roduce the excessive differentials between the intrastate and interstate rate
levols beyond 540 miles. Rates for person-to-person calls are increased by‘a
somewhat greater amount, the over—all message toll increase being approxi@agély‘
$3,840,000 a year. -

Increases in service connection and move and changé charges are estimatcd |
at £1,500,000, on an annual -‘basis, including increasesffor installatibn-ofrbus*neas
«tations from‘#B.So to %6.00, residence uuation« from 43,00 to uS 00 and extension
Stations and move and chance charses from 21.50 to e2 50. Extensmon P E.x., and
wrivate line station rates are increased $.25 a month, exceot those in the Los
“Angeles exchange and those in connection with extended services in the Los Angele;
nxtended area, the total amount of increase being $l,262,00Q. |

Farmer line rates are increased, beginning January‘;, 1948, by 8.25 pef
month, and the annual vayment vlan and its associated discount of 10% are discon-
tipved.

"A number of other increases are mﬁde, including rates for teletynewritqr
connections, private line intercxchange rates, certain foreign exchange rates,
message telegram rates, and the guarantec for semi-public coln-box statlons, to-

gether with miscellaneous charges for switchboards outside of San Franeisco-East B&V

and Los Angeles exchanges, and other miscellaneous items.
' ==
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It should be understood that althouéh cross-examinatior of many of the
company witnesses has been completed, on evidence so'far introduced,‘the'Applicﬁntls
direct presentation is not yet complete, nor have the c¢thor parties or the staff of
the Commission as yet presanted evidence. Therefore, while company figurés are |
shown herein, it skould be understood the Commission is not nece;aarily accepting
theso figures except as information in connection with this inﬁerim procee&ing.

From the facts recited herein, however, the Commission is of the‘opinion

and finds that the Appliec~nt herein is in urgent nced of the interim relief sought.

Tiis relief is néccssary in order to maintein Applicant in a roasonablj‘sound‘.
Tinancial condition. Accordingly, it follows that susch relief should bz made
effoctive as soon as possible, but consistent, howovor, with prbteéting the rights
oL any party té petition for a rekearing of this decision in accordance with law.
Therofore, we find that the publie intcre;t requircs that this docision become
effective ten days from the dats hereof. Aprlicant will be authorized to fiie‘its
tariffs reflocting the increase in rates granted herein aﬁd to maka the same
affeetive upon on: day's notice to the Cormmission and to thé‘public.

Wo recommend the followinz form of Order:

INT:RIM ORDZR

The Pasific Tolephons and Telegraph Company baving fil:d an amendment to
i¥s application requesting authority to rlace into effect increased rates on an
intcrim'basis. and it appearing from the showing mage in-the racord so far in this
proceeding and the Commission heredy rinding thet the 1ncreases'requested‘are
Juétiried and should be authorized, therefore,

IT IS ORDEZRED that The Pacific Telephone and Tglegraph‘compény is author-
ized to file and publish, in-aceordance with Genoral Order No.‘96, the schedule of
rates and conditions sct forth in Attachment ~A" {as amonded by withdrawal of .

Page 171) to the amandment of the application in this matter filed June 17, 1947,
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and, after not less than one (1) day's notice to the Commissioan and to the public,
make said rates and conditions effective by billing periods on and after July 6,
1947, fbifbills covering service furnished on and after July 6, 1947, except rates
and conditions applicable to message toll telephone service, message teiegram
service, teletypeﬁriter connections, serQice conneption chargés, move and change
charges and installagion charges, which may be made effective on July;6;‘19h7,‘and
except‘rates'and conditions applicable to farmer line-service, which"may‘ be made
effectlve on January 1, 1948. |

IT IS ORDERED that Anplication No. 28211 is contlnued to permit the hold-
ing of such further hearings and receipt of such additional evidence as may be
deemcd appropriate before final dﬂtermiﬁatlon of said applicatxon is made.

The foregoing Opinion and Order are hereby approved-and ordered filed as

the Opinion and Order of the Public Utilities Commission of the State of California.‘

This Order fsha come effectlve ten (10) days after the date hereof.

Dated at ) California, thn.s ZZZ day of %ﬂé, -

M

omm;ssioners.f*




