
• 
mORE T~ PTJI3UC urILITI~ COtOOSSION OF THE STATE OF CAlIFORNIA 

) 
In the Matt~r of the A~plication or THE PACIFIC ) 
11<I.'F;PT-IOw. ~l'rn ro ~RAPH CO~'.PANY, a corpora.tion ) 
(inclusive-o? its wholly-own~d sub~idiar.r, ) 
Southe,rn California Telc-phone Com'C)a~, a corpora- ) 
tion),;~or authority to increase certain intra~tete ) 
r.:1.t~:s and 'charges applicable to service !urni~hed ) 
within the State of Californi~.' ' ) 

--------------------------------) 

A~plic:ation No~ 282ll 

Pillsbury, Madi~on and Sutro" bjl' Felix T. Smith, Jor.n A. Sutro and 
Arthur T. George for Applicant.s;, John J. O'Toole, Dion R. Holm and 
Paul L. Beck for t.he City and County of San Pra.."lcisco; J. J. Deuel 
and Edson Abel for Califorr~a Farm Bureau Federation; Roger Arnebergh, 
K. Charles Bean, and T _ M. Chubb for t.he City of Los Angele:s; 
Joseph i..- ,Bonaeina and Dr. L. Ue1vin Pollard for the City of Sunnyvale; , ... 
F. Bert Fembo:('t, J .. Ker.-lin Rooney, and Arcner Bowden for'the,Cityof 
Oaklolnd; Robert T. f.nderson for the City of 'gerl<eley; C. U. Ozias for 
the City of Fresno; Mrs. Kathie Zahn, intp.rested party; 9yron E. Harding, 
Jaltes !(. MaeInt.osh" and. Charles u. ninneen for the United States ot 
America; Russell Zache~ for the City of Mont~rey; A. H. :tolfes!or the 
:::1 Nido Tele'Ohonc Company; ·l'lilliam L. Hudson for the City of Carmel; 
"Nesley '/:. Kergan for Monterey Cr.ambt."!r of Cc:nmerce; Rc~nald E.Foster 
for t.ho City of Pacific Crovo; Philip !':den' for Local 120 ot American 
Communications AS:JOc:iation, et al; SaJ:l.uel Vickers ~or the City of 
Vallejo; Theodore SI:'lith for Sa."l lorenzo Valley.Property Owners ASso
ciat.ion, ~entomond; Hr.nr,r MeClernAn and John'S. Lauten for t.he City 
of Glendale; H. ,Bur...on Noble and Frank t. KostlAn for the "Cit.y of 
Pas.l\d.ena; FrAnk V. Rhoces for Cnliforni.ll. Independent Tcl~phone Asso
cillt.10n; '!':verett t. P9.rker for !lunici'Clll L~a$roe of Los Angeles and also 
representi~ Jlfmes t. Doherty for Utility Workers Union of America;. 
RicMrd C. '~T .. utz for the, City of Beverly P.ills; George 'II. Irving for 
thp. City of Burbank; Theodor~ K. R~:smey in pro'9rill persona and for. 
C;I~ifornia Pro~:S:lives; Earl C. Crai-,,: for th~ Public Affe.irs forum, 
Los Angeles; Lawrence L .. Card'Np.ll in'propria ~rsona;Joy A .. ''r.i.nans for 
the People's Lobby of California; Emmett 'If. Tompldns for the City of. 
Allulmbra; B. Guy Cornyn tor th~ City of t.rct1.di~f .... liUi8Jlt D. L1.bby for 
the Arcadia Chamber or COll:llllerce; :.oeul J. Forman and E. A.· Hosmer for 
the. Citie$ of Alhamora, 'Beverly Rills. Burbank, Culver City,. El. Monte,. 
El Segundo, Glendale,. Hawt.horne, Inglewood, Pa~adec.a.; South PMadena, . 
and Soutn Gate; Clyde 'fl. ',VOOdworth for the Cities of Inglewood,"El Segundo, 
Md South Gn.te; Robert, A.' Sch'N~ for the City: ot Montebello;;).!. Te1J:efson 
for the City of Culver City; L. I... Drouet in prOpria: persona;:, 
l3raeme E. Gigll..5 for .the City of South Pasadena.; andM.Anderson Thomc.:s 
for· the San Francisco, Council of. Churches and t.he Northern California and 
Western Nevada Council ot Churches • 

. 
HULS, MITTEt.STAEDT, Commissioners: 

INTERIM OPINION' 

An application was filed by The Paeitie Telephone and Telegraph Company 

(inclUsive of Southern California Telephone Company) on February 14, 194.7, which 
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ro~uostod an increaso in cortain r~tos and ehArgos np~1eQble to Ccl1tornia intra-
~. .. . 

stato o:p~rat10ns in the e.moWlt ot $20 .l95 ,000 annual~. Subsequently, tho 

Commission author1zed the morgor of Tho P3c1t1c Telephono and Telograph Company and 
L". " • 

SOuthern Clllitornia Telephono Co~, .t:ieh \las et!cctod on March 31, 1947, the 

Pacit1c Company bein£ the surviVing corpo~atioll. The Paci!ic Telephone and Tele

sre.l'h COlllPlUIY is a subs1d1a.ry ot the Ar:ler1cau Tele,hone and Telogro.phCOmpany. 

Hearings on .A.~;t)lieation No. 2e2ll wt:l"e held on Mo.reh 10, 11, 12, 13, 14, 

24, 25, 26; ~AY 12, 13, l4, 15, 16, 19, 21, 22, 23; and June 2, 4, 5, and 23, 1947. 

During the course ot these hearings, te~imony was 1ntroduced by T:tle Pacific 
, . 

Telephone e.nd Tel.egre:ph Company in support ot its application,' and lWst or 1 ts 

witnesses ~ere extenoive~eros,-examined by the interested parties and the 

Commis~ion" statt. 

The evid.ence as tol" earnings presented by the company i~ related ba.:sicalJ...y 

to the re3ult, tor the ,ix months ending December 31, 1946 equated to an annual 

basis. These, resul~ are: 
" .. 

Operations 

Total Cali!. Intra.state 
Intrastate Toll 
Total Exchange 
SoP .-E.B_ Ext'd. Area 
L.A. Ext '.d. Area 
Sa.n Diego Ext'd. Area 
Other Exchange",:: • 

Northern cali!.· 
Sol.lthern cali.f. . 

: • Total 
:"Revenues 

14~687~600 
3,247,5~ 

. . Total 
Expe~es 

(Red Figure) 

.BaJ,.ance :'v'.I.t.. .. PUnt: Per 
Net : and Working :' cent 

: R.,venue ~ Capi tal : Returr.: 

,.0"% ,.;e 
2.97· 
1 .. 45 
6 .. 73 
:3.0~ 

The average net plant is arrived at by deducting the recorded straight 

line depreciation re~erve .from the total telephone plant. Straight l1n~ depree~tio~ 

expen"e i:s included in tota.l expetl3es. 

In Mayor this year the company entered into agreefllf'nt" re~ulting in wage 

and salary in~reases to its employees amounting to in excess or $12,OOO~OOO·. It 

estimates the alUll.lal increase in expen:se applicable to Cali1'ornia intra-state orer

ations, ,resulting from these wage increases, is in the amount or $lO,2,5~OOO 'includ

ing assoeiated pension and ~oeial security charges. Sinee this item ot expense was 
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not irn.own to th.-: eom.pany at th,~ til:l~ ot tiling its a:pplieat1on, and V~65 not included 

in any 01' th~ ~Xh1bits introducad ~rior to the h~arir~ on Jun~ 5, 1947, it is th~ 

company's position that tho:: inereasJs rdCi.u~st~d in its original application :lust b~ 

rovisGd to Ntl~ct th.) additional \'.·age eosts. At th:;! htlering 01' June' 5th tt.e 

APplicent presont~ci evidence to sho ... ' that with tho a.dditional wage costs th~ 

ptJr cent return on avere.g~ net plant end ~·:orking cap1 tal tor Cali1'ornia i1ltraste,te 

operations, tor the aix months ~nd~d Dcce~bcr 31, 1946, ~xpr~sscd on an annual basis. 

is reduced 1'rom 3.06~ to l.~. 

Ptlnding thO tiJ:::c th.at .APPlicant is ab10 to rcvis't) its rate l'roposa1s and 

complete the pr~senta.t10::l ot 13vid;;}nce in th.., case in chict. A'Ppl1ce.nt points to, the 

';:!llJrg~ncy con1'ronting its ma.nag~mcnt in th" way or substantially Nducod earnings, 
, -

~t 3. tim~ wh~n it r~quires largcl sur.~ 01' mon~y to carry 1'o~~rd its construction· 

progrrun. Applicant. there tore , on J' •• no 1'7, 1947 1'il;;:d an aClandJnent to 1ts applicll-

tion ana 0. reCJ.u~st tor I:!!nergcn.cy increase in rates aIle eharges in th~ amo\mt of 

elC ,50.1,00.0, in· order e.~:proxi..mately to offset th~ cfr~ct on California intrastate 

operations of th,} Ncentl;r p.rl3nted W·lr:..~ ineN'l.s~s. Such an increase will se%"'1e to 

maintain Allp11cont· s ';:Brnin~ posi t10n 3t approximtl.te1:r th,~' SIl.m:l l-.:vol e.s betore thtl 

wage incrce.s~. :pt;}nd1ng turth.;:r ~ctlOIl of th~ CO::'JT.ission. 

Theretofore, the Arp11c~t on :~O 5th llnd moved·1'or ~n am~rgoncy inc~e~~ 

'Co be accomplishod by n surcharge of 6.Z-% on all bills in oreer to obtain arl'rox ... • 

.::m,tely $10.,500.,0.0.0. of added :rev~nUd. Obj;;:ction to this method was voic~d by t='~ 

Npresentat1v(;)s 01' !tis ~lcs. s.:.n FrQD.cisco, and Il number of otb.Jr citi~s on tb.'1 

ground that it produc~d an inc~uit~bl~ distribution 01' charg~s and did not .take 1u~o 

account thd relativo earnings position of various areas 01' thd .state. !he company 
.-

1n 1ts amonclment of June 17th withdr~w th;) .Clotion above rof~rred to and substitut.::c1 

a schJdul~ of rat~s 1ncludi~ inereasos ~r1ncipa11y in theexcba~s whore th~ratcs 

in genoral have not been chang~d eince 1919, and wh~re the earnings a~ particularly 

low. In addition, since th~ toll earn:ngs olso are low, and since toll rates have 

b.)en reduce,d in rocent ycers, M. increase in the toll rates bas b~an 1r...cluded. 

Increaso3 in thu service connection charg~s ere elso included because of increased 

labor ·costs .ineidont to tho work or 1nstal1ntion. 
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The o~sic rate char~es ~pplicable in all exch~es throughout the state, 

except in the Lo~ An~eles, San DieR;o and $,.i."l Francisco-East Bay extended t.l.ren~, 
~ 

are b~sed on an incre~e. of ~l.OO ,~r mont.h for one-p~rty busines3 service, ~.75 

per month for two-~arty business ~ervice, ~.50 ~~r month for one-~~rty and two-

01rty residence s~rvice, and ~.25 ~r month for four-oarty residence service, with 

,'\ TMXimum r~t"! of ~3.00 p~r month for two-'O~rty ~sidence service. Within the 

extended areas ~ll local ~d ~xt~r.ded flat,rate business serviee~ ere increased by 

the same amounts" but no increAse i~ .:l,~de in basic rates for resid.ence service. 

Ue~saee toll'telephone rates are changed by decreasing the' initial period 

for 5, 10, 15, ,20 and 25 cent station-to-station eal~ from 5 minut~s to 3 minutes. 

Li!<ewisc, person-to-person ch.';trges are increased by 5 cents in the short: hauls. 

The rD.tes for longer-haul calls 2.re also increased for the station-to-station 

:1.:1ssification by 5 cents, beginning at about 130 tDile:; nnd ta~ring off so 3S to 

reduce the exc~ssiv~ differentials between the intrastate and interstate r~~e 

levols beyond 540 miles. Rates for pcrson-to-pcrson c~lls are increased by a 

30mewh~t greater amount, the over-~l ~css~~¢ toll increase being approximately 

$3,840,000 n year.' 

Incre~ses in service connection and move ~d change charpes are estirnatcc 

~t ~1,500,OOO, on an annual ,basis, includin~ increases for install~tion ofbusine~z 

qtstions from~'.5~ to ~6.00, re~idence station~ f~m ~3.00 to $5~OO, and extensi~I~ 

·=t~~ions and move and chano:e char"es from ~1.50 to ~2.50. Extension" P.B .. X., and 

~~vate line ~tation r~tes are increased t~25 ~ month~ exce~t those in the Los 

~~~ele~ exchange ~nd those in connection with ~Y.tended s~rvices in the Los ~eles 
, , 

oxtended a~a, the total amount of inc'rease 'ooin~ $1,262,000. 

Farmer line rates are increased, beQ;inning January 1, 1948, by $.25 per 

month, and the annual payment pla.'1 and its associated disco\lnt or 10% are diseon

ti1\1.Ic4. 

A numoer of other increMes are !Il.lde, including rates, for teletyoewrite,r 

connections, private line interexchange rates, certain foreign exchange rates, 

message telegram rates, and the· guarantee for semi-public coin-oox stations, to

gether with miscellaneous charges for switchboards outside of San Francisco-Bast.Bay 

~d Los Angeles exchanges, and other miscellaneous items • 
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It should be understood that although croee-ex~~natio~ of many ~t the 

company witnesses has been con:pleted. 0:1 evidence so 1:8I' int:oduced. the APplicant,' 5 

direct presentation is not yet complete. nor have the othor parties or the statt ot 

the commission as yet presented evidence. Therefore, while coropany tigure~ are 

shown herein, it sh~uld be understood tho Comcis~ion is not neceszarily acoepting 

thase tigures except as intor!:latioll in conn~ction with this int~rim proceedillg .. 

From the tacts recited herein, howeve:, the Co~mission is of theopin1on 
, 

and finds that tho App11e~nt herein is in urgent need of the interim reliet sought. 

Thi~ reliet is n~cossary in ord~r to mAintain APplicant ~n a r~asonablY30und 

finanCial condition. Accordi:lgly. it !ollov~s that sueh relief should b~ mde 

effective as soon as possible, but consistent, how~vor, with protecting tba rights 

0: any party to petition tor ar~1:;.caring or this decision in ae.corda.nce with law. 

TherotoNI. ·gO find. that the public into::r~l"t rl1quiNs that this docision bocome 

effective ten days from the dat~ hereof. ~~licant will b~ author1Zddto tile its 

te.ritts refl(;eti~ the inerease in rat.Js e;re.nt~d h·;!rein and to mako::l'the. same 

or:!\~ct1 vc upon on::: day's notice to th0 Cot:lmi~sion and to tho;) l'uclie. 

~Il~ :' .... cor.u::.~nd th~ tollowi~ for:l of Order: 

INT:mIM ORDER 

Th~ Pa~ific ~lephon~ and T~lcgraph coopany having til~d an amendm~nt tJ 

it:; application requ~sting authoritj" to :place into ~tfeet increased rates on an 

interim basiS, and it app.;,ar1ng froe. the showing made in -th,;! r::!cordso tar in this 

proceeding and th~ Coocission hereby finding that the increases requ~st~d are 

justified and should be authorized, therefore, 

IT IS ORDEi\ED that 'l'he Pacil'1e Telophone and TelegraphCOOpa:ly is author" 

ized to file and publish, in·aecordaned with G.!ncral Ordt;!r NO. 96~ th~ schedule 01' 

rates and conditions set forth in A.ttach::l~nt "A" (as acmnded by withdrawal 01' 

Page 171) to the am.3ndment 01' the application in this catt~r tllt:ld June 17, 194.7. 

,"- 5 -
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and, after not les5 than one (1) day's notice to the Commis,io~ and to the public, 

make said rat~s and conditions effective by billing periods on and afterJu~ 6, 
" 

1947, !oJ:.'b111s covering ,ervice furnished on and after July, 6" 1947, except rates 

and conditions applicable to message toll telephone service, message telegram 

s~rvice, teletyp~writer connections, service connection charges, move and change .. 
Charges and installation charges, which may be made effective on July.6, 1947,. and 

except rate~and condi~ions applicable to farmer linp.' :service, which may' 'oe made 

ef,fective on Januar,r 1, 1948. 

IT IS ORDERED that A,plication No. 28211 is continued to permit the hold-

ing of such further hearin8s and receipt. of :such additional evidence as maybe 

deemed appropriate before final d~termi~tion of said ~pplication is made. 

The foregoing Opinion and Order are hereby approved' and ordered filed ~ 

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

~. 


