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Decision No. 40456 

BEFORE THE PUBLIC UTnITIES COt2aSSION OF THE STATE OF CALIFORNIA 

) 
In the Matter of the Application of ) 
WEST COAST TELEPHONE COM!? W'! OF Cf.LIFORNIA ) 
to increa~e rate~. ) 

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

@[lfff@ffMIJ£ 
Application No. 27925 

Peter A. Nenzel,' for Applicant.· 

o P I r\ I O.N - ... _----- .. 

West Coast Telephone Comc~ny of California requests authority to increa~e 

rates and cbarges for telephone service in its Cresc~nt City~ Klamath, Orick, and 
, 

Smith ii.iver exchanges located in Del Norte and Hucl>oldt' Counties, California, in 

order to aue;ne:l.t its over-all gro~s' 3r.tl'lal local service rev-enues by approximately' 

$5,100, or 32%, based \loon the station developmc!'!t a!l of ,J\Ily 20, 1946. Appropriate 

notification was given the Office of Tem~or3rY Controls. A public hearing was held 

in this matter in Crescent City on A~ril 30, 1947 ~fore Examiner Wessells. 

Applicant is a California corporation 3.lld is a wholly-owned subsidiary of 

lNest Coast Telephone Company ,which company operates both :L"l i:asl".ington and in 

~egon and has its headquart~r:; at Everett, ':ia.shington. Applicant' ~ communication 

system is located entirely within Hu:nboldt and Del' ~roX-te. Counties, Calitornti.. T:14A 
, . . . 

system includes exchango operations at Crescent City, IQ.amath, OriCK,. and Smith 
... 

.. . 
River. It al!lo includes a toll network extending f'rom Tril'l.idad , H\'U':'!boldt County, 

where connection is lI'.ade with i'acilitiC:3 of The Pacif'ic Telephone: and·Tclegraoh 

Company north to the Oregon state line wher~ connection is made with facilities of 

j1est Coa3t Telt:phone Compruty. At tnf;; end or 19.46, Applicant served 60s tel~phone 

3tations, ot whieh approximately 69% ,.ere 'Witbin the Crescent cit:; exc~. 

For 'the year 1946, Applica.!"l,t :-ccro:iv(:d ~ cxce,,~ of $46,000 in gro~s revenues,' of 

which acproxinl:ltely' 33.7% was dt'rived from local service, 65~2% from toll service, 

snd. tho;: b#llancc, or L1% trom miscellaneo~ :;ervice. 

-1-



VJ~fJI. 
A-27925 .e 

Ap,licant entered into ~ new u.~on wcrkine agreement providing for sub-. ' 

stantia1 wage increases effective on June 24, 1946, which Applicant estir.'.ates 

based upon the August, 1946 pay roll, will result in increasing its annual pay roll 

expenses approximate~ $9,465. Of this amount, $7,929 is applicable to the traffic 

department and $1,536 to the plant department. A witness for Applicant testified 

that because of such wage increases and the continuing rising price" of materials, 

it will be necessa~ to have increases in rates as soon as practicable. 

The present rates for exchange telephone service and the rates requested 

by the compa~ for such service are set !orth in detail' in EXhibits 3 and 4, 

respectively, attached to the application. l, comparison of the present and request-

cd rates fo r the principal cl:ls.ses and ,:;radcs' of service is as follows: 

Clas.5 and 
Grade of Service 

: Rate per Month - Desk or P.anc:. Set Station : 
:Crcscent City: Klamath : Orick : Smith River: 
:Pres .. : Reg.: Pres. :-Req.: Pres.:- Reg.: Pres •. : Reg. : 

Total St.ltions 12-20-46 541 '12 6 
Business Service: 

Individual line $3.75 $5.00 $3.00 $4.75 $3.00 $4.75 $3.00 
ToNo-party line 3.25 4.50 2.50 
Four-party . line 2.50 4.00 2.25· 
Ten-party line (Suburban) 2.50 4.00 2.50* 3.75* 2.50* 3~75-t· 2.50" 
:EXtension station . 1.25 1.50 1~25 1.50 1.25 1.50. 1.25 

Residenee. Service: 
Ind.i vidual line 3.25 3.50 2.50 3.25 2.50 3.25 2.50 
Two-p.'l.rty line 2~OO 
Four-party 2.00 2.50 - 1.75 
Ten-party line (Suburban) 2.25 2~50 2.25* 2~25~· 2~25* 2.25* 2;.25-
Extension station 1.00 1.00 1.00 1.00 1.00 1.00 1.00 . 

* Ten-party line serviee is also furnished within the base rate area. 
- Business and residence two- and four-party'line services arc not 

offered in the rG.amath and Orick exchang'es.~ and residenco two-party 
line servico ~ not offered in the Crescent City exchange. 

$4.75 
4.25 
3.75 
3.75 
1.50 

3.25-
2.75 
2.25" 
2.25 
1.00 

Increases are also requested in rates tor commercial and hotel private 

branch exchange services, .local ptivate linc channols". misccllaneou..s services, .lnd 

eupplemcntal equipoent. No chaneos in rates arc requested for toll telephone and 

telegraph servico~ .• 

Evidence as to the probable results of operation tor the year 1947 Under 

prcs~nt and requested rates was presented both by the Applicant (Exhibit 13) and 

by tho Cotnl!lission's statf (EY.hibit 14). These estimates are summarized in the 
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tabu~tion beJow. The- last column shows the revenu~s, ~~nscs, 3nd rnte base 

herein ~dopt~d oy the COmmission for the puroose of ~et~rmining the reasonableness 
or the inere~3ed r~te= ar proposed in tr~3 applieation _ 

. . ______ ~~~~t~i=~~.~~t~o~d~Y~e~n~r~19~4.7~------: 
:Cal. P.U .C'. : 

Item 
YeAr 1946 :..A pplic:lnt ' s :..' Stai'!' s 

Tot~l Oper~tL~g Revenu~s 

Oper~ting Zxpe!l$es, excluding 
Depreei~tion 3nd Taxes 

D(,'Orec:i~tion (Straight Litle) 
Tcxe~ 

Total Operating Expenses 

Net Oper~ting Revenues 

R~te Base (Depreci~ted) 
Rate of Return 

: Recorded :EY.hioit· 13 

ID:DER PRESELIT RATES 

$' 46,:218.32 $ 52,800 

J3,OOe.94. 44,000 
6,7J...4.30 6.800 

-!:,..015 zl8 4,400', 
43,768..42 55,200 

2,4109.90 (2,l.OOY 

110,600 .. ~~ 

2.2% * 
TJN1)~ CO!\~A.\TY PROPOSED RATES 

Total Oo~r~tin~ R~vcnuc~ $ 5e,SOO 

Opera.ting Expenses, excluding 
Depr~ci~tio~ and Taxes 44,000 

Depreei~tion· (Straight Li.~e) 6,,;00 
Tnxes ~zlOO 

Tot~l Op~r~ting Expense~ 55,900 . 
N'~t Operating Revenu¢~ 2,600 

R.,te 13~se (Depreciated) * 
R.:lte or Return * (Red Fi.¥e) 

1,10 kpplicant did not prc~e~t ~ r~te 03~e 'in thio 

:Exhioit 14 

$ 58,900, 

41;750 
6,355 
5z700 

53,805 

5,095 

128,600 
4.0% 

$ 64,6fX). 

41,750 
6,.355 
,7 zl50 . 

55,255, . 

9,,345 

128,600 

7.)%' 

proceeding. 

. . 
:. Adopted 

$ 55,200 

42,500 
6,LtOO 
4.600 

53,500 

1,700 

129 ,600 
1.3% 

$ 60,900 

42;500 
6,400 
6zooo 

54,900 

6J COO 

'129,600 

4.6% 

The prL~cipal di!i~rcnc~ between the revenue cs~~~tes pre~ented by 

App1ic3nt &~d by the Commission': st~ff ~ppe~r~ to be in the toll service category. 

Aoplieant has ~stimat~d p.n ~Ount of 534)000, or appro~~tely $50 per ~ver~ge 

station. The CO:nmission T':; $t~i'f h:!s cstim.:ltec. an amount of C40 ,000, or approxi-

!!l.ltcly 560 per avero.ge station. There is no dissgree=tent.:ls to the estimated' 

avcrnge stntion development for 1947 of 673. It to the 1946mc3sa~t611 
" . 

telephone revenue of ~29,9l9·.97 is added the Mlount of $587 (reporte~ in. Januery, 

19!-+7 but which should hAve been included in November and December, 1946)" .qnd the 
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sum of these two amount:s, or $30,506.97, i:5 'iivided by 565., whieh i!l the {lvf:rage 

:"l.umber of "taticn~ i." s~rvice tiuring 1946, it is indicnted that the message toll 

telephone revenue per ~ver~ee st~tion tor the yenr 1946 ~ountcd to ~5).99. 

Multiplying the $53.99 by the average station developm~nt of 673 estimcted for 

1947 produces nn ~ount of approximately S36,3QO which is h~rein a1opt~d ns the 

amount 0: toll service revenue~ for the ye~r 1947. Loc~l ~ervicc revenues of 

$18,400 under the pre~ent r."tes and of $24,100 under the rates requc"ted) 

miscellaneous revenues of $600, ~d uncollectib1~s of ~lOO nrc herein tidopted for 

the ye .... r 1947. 

Operati."lg expcMoes, excl'.1sive of de-;:>reciation ant:! truce" tor the ye,').r 1947, 

were estimated in the amO~"lt of ~44~OOO by the Applie~~t ~d $41,750 by the 

Commission's stD.!f. The prinCipal dii'ferenees between th~ expense estilmtes 

3ppe,q,r to be for traffic <:xpenses :m~ tor general services .:'.:'173 licenses: These 

dii'!~rences will be noted on the following sutnm.!\l"Y, which ::llso shows the amounts 

":hich arc herein ::.dopted after c').re!ul consideration of the evidence. 

Item 
Ye~r 1946 
:'ecorded 

:E5t.Ye~ 1947-!>lfes.!, Reeucsted 1Gt~: 
: :C~ •. r"U., .: : 
:.A ~plice!'l t ' s: Statt r S : ~ 
:E~~it 13 :Exhibit 14: A10pted : 

Expe~es, excluding 
D~preciation ~nd Taxes: 

Y.aintenance 
Tr<ltric 
General Services & Licenses 
Other Operating E;~peMes 

$ 10,835.)6 $ 13,000 
14,373.25 19,600 
2,100.00 ;,900* 
5 .700 . 33 7 • 5CO# 

Total, excluding D~preciation 
And Taxes . 33,008.94 44,000 

$ 12,800 
18,400 

),000 
7,550 

41,750 

~, 12,800 
19,200 

),000 
7.500 

42,.500 

';''' Sl:.own ::':5 ~nera: and A1!lcellaneous Expense" in cOl:lpany E,;;,hibi t 13 
# Shown as CommerCial ~penses in company Exhibit 13 

For the yca~ 1947 ~~,rec~~tion expense of ~6,4oonnd taxes, other than 

state corporation i'ra:'l.chisc n.."d i'eder31 normal and surtax,. of apprOximately $4,,300 

Are herein ~dopted. S~ate eorporc.tion franchise 3nd Federal norml~l income tax and 

surtax have been ~dj~ted to reflect the adopted estimate" of revenues pndexpenses. 

Applicant did 'not present a rnte base in this proceeding, but shows in 

Exhibit ll,total telephone p~nt in service as ot December 31,1946 in the ,~ount of 
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$171,852.08. For the year 1947, Aoplicant estimates that gros~ construction"addi-

tions will be ~40,990, resulting in net cidditions of C35,OCO. 

The historicnl cost rate base developed 0:' the Commission's staff from' 

.(1) the telephone plant as reported for the yoor 19~6 and (2) Aoplic~ntts estimate 

or $35,000 net additions for the ye~r 1947, was modified to exclude contributions 

or telephone plant ~nd to include worY~ng ca~h. /.bile no ~ount for mater~13 and 

supplies i~ reeorded in the eom~~nY'3 ~nnUAl reports to the Commission or included 

in Exhibit 14 filed in this orocceding, a witness for the Commission's starr 

testified· tha.t a.n. e.mou.'lt of ::l.pproxim..,tely ~l .. OOO would be proper. Since Applicant 

computes its depreciation exoense o~ a str~ight-lin~ o~sis, the "COmmission will use 

~ depreCiated rate base. For the "purpose of this proceeding a depreci~ted rnte 

b~se in the amount of $129,600 for the estimnted ye~ 1947 is herein adopted. 

The rate of return computed from the ~ounts herein adopted for the ye~r 

1947 is 1.3% under the present rates and 4-6% und~r the r~tes reGUested by the 

A:-,plicant. It. is <1ppe.rent from the e.'lt'ning st<lte:nent th:lt. an incre~3e in rates in 

the amount requested i~ jU3tified. 

The evidence shows th~t the Crescent City Chan:ber of Commerce, by 

resolution adopted on March 17, 19471 expressed itsa~provAl of Applicant's request 

for an increase in rates and thnt the District Attorney of Del Norte County expre~:~ 

':~: approval of the requested incre~se in rates in ~ !etter, dated J<lnuary 28, 19~71 

cl~'~csscd to the gener~ maMger of the :'lest Coast 'l'clephone Company. The Del No:·~;.: 

:'(.~ona Gra."lge No. 42 objeetedto th~ increase in rlltes unless n more adequate serv-

,~ce is furnished. 

Included in Applic~nt's 19~7 construction budget 3et forth ,in Exhibit 1; 

nr~ two omQunt~ or ~5,640 each tor the conver5ion from mAgneto to dial operation of 

the Klamath and Smith River cxeh(~~€es. In authorizing the increases in rates as 

requested, the Commission will e~ect the company to proceed with due diligence in 

providing these ~nd oth<:r neeess.:.ry service i.':lprovements R.od in furnishing service 

to the more than 150 waiting applicants. The company will ~ expected to f'UI'wh 

periodic progress and oper<lting reports in order that the Commiss~on may be assured 
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that the progress 'of the company in complet.ing it.s construction pro€!M1 and' in 

furni:shing :service to waiting applicants is as rapid as possj,ble., 

Further, the ComClis:sion will eXl)Cct llpplicant to ~vp. serious consider.q-

tion to connecting no more than four parties to party lines served within the 

~th and the Orick base rnte ~eas and to revising its tariffs to reflect such 

condition. The Applicant will ~e expected to review the hlse rnte areas 01' the 

Crescent City and Orick exchanges to dete,rmine whether or not ~Ldditional territory 

should be included therein. 

ORDER -_ ... ----
West Coast Telephone Com~~ o! Cali!orni~ having applied to the Public 

Utilitieo COmmission of the St~te' of California for an order authorizing inerease5 

in local service rates, a public hearing having been held, and the matter having , 

been submitted tor decision, the Public Utilities Commiasion of the State o~ Ca11-

~ornia hereby finds as a fact that the increases in rates herein ordcredare 

justified, therefore 

IT IS HEREBY ORDERED th~t ~e~t Coast Telephone Com~ny 01' California be 

a.nd hereby is .!lutnorized to. ~ila ~nd ~uhllgn~ In accoraan~Y 'ff~~h ~neral ()r(ler 

No. '96, the rate~ :scttort.h Ul Exh~'b~t. 4 .t.'t.ae'hed t.o t.he e'PpUe~:t.1.on lVId» a:t't.el'" not 

le30 t.hlln t1ve (5) days' n~tice to the Commi.!!l.sion And t.o the 'Public, make said rate~ 

e!reetive on and ai'ter August 10, 1947, for bills ~overing service furnished on and. 

after August 10, 1947. 

Thi3 Order 'hAJ.~"" effective t_ty (20) day. after th.e date hereof. M ~, 
¥~t.d at ~M~e/) , California, tI'.is fl _. day or 

~L-<" , 1947. 


