Decision No. 40456

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Okig Gl
In the Matter of the Application of , ﬁ

)
WEST COAST TELEPHONE COMPANY OF CALIFORNIA g Application No. 27925
)

40 increase rates.

Peter A. Nenzel, for Applicant. .
ORINLION

West Coast Telephone Comvany of California requests authority to increase
rates and charges for televhone service in its Crescent City, Kamath, Orick, and
Smith River exchanges located in Del Norte and Humboldt' Counties, California, in

order to augneat its over-all gross ananal local service revenues by approximately

$5,100, or 32%, based umon the stution development as of July 20, 1946. Appropriate

notification was given the Office of Temporary Contivqls. A pubiic hearing was held
in this matter in Crescent City on Anril 30, 19&7 béfqre Examiner Wessellsl. : |
. Applicant is a California corporation and is a wholly;ownéd s’ubsizdiary of
West Coast Telephone Company, which company operates both a 'r’.'ashj.ngtqn and in
Oregon and has its headquarters at Zverett, Washington. Applicant's communication
system is located entirely within Humboldt and Del Norte. vount:.es » Califom:.a. Tae
syster includes exchange operations at Crescent City, Klamath, Or:.ck and Smith o
River. It also includes a toll network extending from Trinidad, Hunboldt County,
where connection is made with fecilities of The Pacific Telephone and- Telegraph
- Company north to the Oregon state line where comnection 5.’3 made with facilities of
West Coast Telephone Comany. At the end of 1946, Appl:.cant served 608 telephone
statlons, of which approwimately 69% were wit.hin the Crescen.t City excha.nge
For the year 1946, Appl:.cant "ecuivcd in excess of $46, OOO i.n gross revenues, of
which avproximately 33.7% was del‘.‘l’\h.d Irom local service y 65 2% from toll service »

and the balance, or 1.1% from miscellancous service.




Applicant entered into a neﬁ union working agreement providing for subf
stantial wage increases effective on June 24, 1946, ﬁhiéh Applicant estimates |
based upon the August, 1946 pay roll, will result in increasing its annual pay roll
expenses approximately $9,465. Of this amount, 87,929 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 prices of materials,
it will be necessary to have increases in rates as soon as practi;éble.

The present rates for exchange telephone service and the ratég requested
by the company for sﬁch service are sct forth in detail in Exhiﬁiis 3 and 4,
respectively, attached to the application. A cemparison of the present and request—

¢d rates for the principal classes and grades of service is as follows:

: Rate ver Llionth — Désk or Hand Set Station
Class and :Crescent City: Klamath : Orick ¢+ Smith River
Grade of Service :Pres.: Req. : Pros.:-Reg.: Pres.: Req.: Pres.: Req. »

Total Stations 12-20-46 541 12 6 . K'A

Business Service:
Indivicdual line $3.75 $5.00 °3 OO $4. 75 33.00 84,75 $3.00 $4.75
Two-party line 3425  Lu50 _ - 2,50 4.25
Four-party line .50 4.00 - ' ~ 2,25 3.75
Ten-party line (Suburban) 2,50  L.00 2,50% 3.75* 2.50* 3475% 2,500 375
Extension station l.25  1.50 .25 1.50 1,25 1.50. .25 1.50

Residence Service: _ - o
Individual line 3 25 350 2 50 3 -25 2 50 3 25 2.50 3-25
Two-party line T - ‘ - 2,000 2,75
Four-party 2,00 2.50 : -, L75 2.2
Ten-party line (Suburban) 2,25 2,50 2 25* 2.25’ 2 25* 2,25% 2.25 2.25
Extension station 1.00 1l.00 1,00 1,00 1,00 1.00 1,00 1.00

* Ten-party linc service is also furnished within the base rate area.

~ Business and residence two- and four-party llnc services are not
offered in the Klamath and Qrick exchanges, and residence two—party
line servico is not offered in the Crescent City exchange.

Increases are also requested in rates for commercial and hotel private
branch exchange services, local private line channcls,_misceilaneous servieces, and
supplemental equipment. Mo changes in rates are requested for toll telephone and
telegraph services.

Evidence as to the probablc results of opcration for the year 1947 under

present and requested rates was presented both by the nnplicant (Exhibit 13) and

by the Commission’'s staff (Exhibit 14). These estimates are summarized in the




tabulation below. The last column shows the revenues, exvenses, and rate base
herein adopted by the Commission for the puroose of determining the reasonableness

of the incressed rates ar proposed in this application.

: ¥otimated Yenr 1947
: s iCal. P.U.C.:
Year 1946 :Applicant's: Staff's :.
: Recorded :Exhibit. 13 :Exhibit 1L : Adopted

UNDER PRESENT RATES

Total Operating Revenues ¥ L6,218.32 § 52,800 58,900

Operating Zxpenses, excluding
Deprecistion and Taxes 33,008.94 44,000 41,750
Devreclation (Straight Line) 6,764.30  6.800 6,355
Taxes - L,015,18 4,400 5,700
Total Operating Expenses L3,768.42 55,200 53,805

Net Operating Revenues 2,b09.90  (Z,L0) . 5,095

Rate Base (Depreciated) 110,600 . % 128,600
Rate of Return 2.2% s : 4L.0% 1.3%

UNDTR CONVPANY PROPOSED RATES

Total Omerating Revenues $ 58,500 3 6#;600, § 60,900

Operating Expenses, excluding :

Depreciation and Taxes 44,000 L1,750 L2 ,500.
Depreciation (Straight Line) 6,800 6,355 . 6,400 .
Taxes : 5,100 7,150 . 6,000

Total Operating Expenses 95,900 . 55,255 24,900

Net\Operating'Revénues ' 2,600 9,345 6,600"

Rnte Base (Depreciated) K 128,600 129,600

Rate of Return % 7.3%; L.6%

(ked Fizure)
* Applicant did not present = rate base ‘in this procceding.

The principal difference betwecn the revenue estimates ﬁresented by
Applicant and by the Commission's staff appexrs to be in the toll service category
Applicant has cstimated an amount of $34,000, or approximately £50 pef‘averagew
station. The Commission’s staff has estimated az amount of €L0,000, or approxi-
mately 960 per average station. There is no disagreejent‘aS'to the estimnted:
average station development for 1947 of 673. If to the l9b6'mcss#ge‘téll ,

telephone revenue of £29,919.97 is added the amount of $587 (reported in Janusry,

1947 but which should have been included in November and December, 1946), and the -
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sun of these two amounts, or $30,506.97, is 4ivided by 565, whiech is the aﬁerage_
number of stations in service during 1946, it is indicated that the message‘toll
telephone revenue per average station for the yeaf 1646 amounﬁed to $53.99.
Multiplying the £52.59 by the average stavion development of 673 estimated for
1947 produces an amount of approximately £36,300 which is herein adopted as the
amount of toll service revenues for the year 1947. Local service revenues of
$18,400 under the present rotes and of 524,100 under the rates requested, |
miscellaneous revenues of $600, and uncollectibles of J100 are hercin ddoﬁted for
the year l947.

Operating expenses, exclusive of deoreciation and taxes for the year 1947,
were estimated in the amount of $LL,000 by the Applicant and $41,750 by the
Commission's staff. The principal differences between the expense estimites
appear to be for traffic cxpenses and for general services 2a3 liccnsesﬁ"Thése
differences will be noted on the following summary, which also shows the amounts

which arc herein zdopted after enreful consideration of the evidence.

Est.leaﬂ.% r-Pres.& Requested Rates:

: | :Cas. r.U.C.: :

Year 19LE .n:plica1t' Staff's : :

Item Zecorded :Exhivit 12 - Xhibl L : Adog;gd :

Expenses, excluding
Depreciation and Taxes:
Maintenance $ 10,83
Traffic 14,373,
General Serviess & Licenses 2,k
Other Operating Einmenses 5,7

.36 8 13,000 § 12,800 & 12,800
25 19,600 18,400 19,200

P
3
700,33  7,5C0# 7:550 7,500

Total, excluding Depreciation :
and Taxes 23,008.94  L4,000 L1, 750” LZ,SOO‘

* Skown as General and Miscellaneous ExDeﬁseS in company Z.ihibit 13

# Shown as Commercial Expenses in company Exhibit 13 ,

For the year 1947 depreciation expease of $6,400 and taxes, other than
state corporation franchise and Tederal normal and surtax, of apovroximately $4,300
are herein'adopted. State corporation franchise and Federal normal income tax and
surtax have been adjusted to reflect the adopted estimates of revenues and expenses.

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

Exhibit 11 total telephone plant in service as of December 31, 1946 in the amount of
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$171,852.08. For the year 1947, Avplicant estimates that gross construction addi-
tions will be $40,990, resulting in net additions of $35,0€0. .

The historical cost rate base developed by the Commission's staff from-
(1) the tclephone plant as reported for the year 1946 and (2) Aoplicant's estimate
of $35,000 net additions for the year 1947, was modified to exclude contributions
of televhone plant and to include working cash. ¥hile no amount for materials and
supplies is recorded in the company's annual reports to the Commissibn or included
in Exhibit 14 filed in this procceding, a witness foi.the Commission;s staff
testified that an emount of approximately $1,000 wquld be proper. Since Appiicant
computes its depreciation expense on a strzight-line basis, the Commission will use
a depreciated rate base. For the purpose of this proceeding a depreciated ratel
base in theramount of $129,600 for the estimated year 1947 is herein adopted.

lThe rate of return computed from the amounts heéein adoﬁted for the year.
1947 is 1.3% under the present rates and L.6% under the rates reqﬁested by the
Anplicant. It is apparent from the earning statement that;an increase.in rates in
the amount requested is justified.

The evidence shows that the Crescent City Chambder of Commerée, by
resolution adopted on March L7, 1947, expressed its avproval of Applicant's request
{or an increase in rates and that the Di;trict Attorney of Del Norte County exprea:i
iis approval of the requested increase in rates in a letter, dated Jonuary 28, 1§L7;_
aldressed to the geaeral manager of the West Coast Telephone Company. The Del Now*
“ugona Grange No, 42 objected'ﬁo the increase in rates unless a more adequate serw-
ee s furnished.

Included in Applicant's 1947 construction budget set forth in Exhibit 15
Are two amounts of 5,040 each for the conversion from magneto to dial operation of
the Klamath and Smith River exchenges. In authorizing the increases in rates as
requested, the Commission will exoect the company to proceed with due diligence in
providing these and other necesszry service improvements and in furniShing‘Service
to the more than 150 waiting appiicants. The company will be expected fo furnish

reriodic progress and operating reports in order that the Commission may be assured
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that the pr&gress'of the company in completing its construction program and in
Iurnishing service to waiting applicants is as rapid as possible.

Further, the Commission will expect Applicant £o‘give serious considera-
tion to connecting no more than four parties to party lines served within the
Klamath and the Orick base rate areas and to revising its tariffs to reflect such -
condition. The Applicant will be exoected to review the base rate areas of the
Crescent City and Orick exchanges to determine whether or not additional territory

should be included therein.

Vlest Coast Telephone Company of California having aﬁplied to the Public
Utilities Commission of the State of California for an order authorizing increases.
in iocal service rates, a public hearing having been held, and ﬁhe‘matter having
been submitted for decision, the Pudlic Utilities Commission of the State of Cali-
fornia hereby finds as a fact that the increases in rates hereln ordered are
Justified, therefere |

IT IS HEREBY ORDERED that Yest Coast Telephone Company of California be

and hereby is ;uthqrized g le and pUB1icH, In aCCOTGanes W“h General Order

Yo, 96, the rates set forth in Sxhibit L attached wo tno'aﬁplication and, after not

less than five (5) days’ notice to the Commission and to the public, make s2id rates
effective on and after August 10, 1947, for bills covering service furnished on and
after August 10, 1947,

This Order shall begome effective twenty (20) days after the date hereof.
Dated at m California, this Z£ day of

» 1947,

Commissionera.il




