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BEFCP .. 1:" THE FU3LIC UTnITIZS COAruISSlmr OF· THE STATE' OF CALIFOPJJIA 

In the M'lt.ter 01: the Application ) ) ot . ) 
Los Gatos Telephone Company, a 
corporation, tor authority to ~ 
increase certain rates and.· change ) 
certain schedules applicable to 

Applic~t.ion No. 28214 

the Lo~ Ge.to3 exchar.ge. » ------------------------
c. B. teib for Applicant, Los Gatos Telephone Company; 
F. v.' Rhodes for Applic3.nt and for the Calii'or:'lia 
Indepenaent Telephone As~ocil:.tlon;: J. J. Deuel for 
California Farm Bureau Federation; R. D. Crowe for 
Dos Palo~ Telephone Company, Inc.; J. H. Evan~for 
Evans Telephone Company; D.nd Talbot Kendall for ~nteea 
Telephone Compl ny. 

MITTElSTAEDT, Commissioner: 

OPINION ----. .......... 
An application was filed by the Los Gatos Telephone Company on 

February 14, 1947, which re,!uested an increase in exchange rate3 and charges 

applicable to its Lo~ Gatos exchange located in Santa Clara and. Santa Cruz 

Counties, in the amount of approximately $;4,500 annually. Notification of 

the rate increase application wa3 given the Office of Temporary Controls. 

Public hearings were held. in los Gatos on. March 5 and April 10., 

19/+7 and in san Francisco on June 9, 1947. At the h~ring ot June 9, the 
, 

Applicant modified its request in order to obtain approximately $28,30001' 

added. revenue or $6,,200 annually lez.s than originally requested. 

Applicant ope:-a.tes one exeha:'lge only, serving in and around th.e 

Town of Los Gatos. Connection for toll service is made with. .t'acilities 0.1' 

The Pacific 'l'elephone and Telegraph CompS;DY at the Los Gatos switchboard. , 

At the end ot 1946, Applicant served 3,134 telephone statioM, allot them 

being com-pan.v-owned. Applicant reported as ot December 31" 1946, total 

telephone plant in service of approximately $369,,500; and for the year .19/+6, 

revenues of approx:!.mately $152,,000 of which 5/ ... 5% wa:I derived froJ:l.loeal 
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service, 43.3% from toll servico, and the balance or 2.2% !rom miscellane-

ous services. 

During the period May 1, 19/ ... 5 to April 1 .. 1947 traffic and pla."'lt 

department e!!lployees' pay 'roll expense increased an average of 49'% and 40%, 

respectively, due in part to wage increases. In June of, this year, the 

company entered into a.greement:! resulting in further wage and salary 

increase~ to its employees amounting to in excess of $l.2.,.000 annually. 

These wage increases will become effective on various dates between 

October 1, 1947 and January 1" 1948. Prices paid by the Applicant for 

materials and equipment a.lso have i .... tcreascd in the past two years. It is 

because of these increases in wages :lnd materi:ll costs that Applicant soeks 

increases in rates at this time. 

The evidence as to earnings presented by the eom:oany and the 

Commission's staff relates to the results for the years 19J.6 and 1947. 

These results are: 

:_",!"!",,,~Es:;:;::..;;:t_ilna:;.;;::.;t.~e~d~Y::.;e;.;;a~r_l; ... 9 .. i+ ... 7~ __ 
Under : Under Company':s : 

Present : Proposed Rates as : 
: Item 

: : 
: Year 1946 : 
: Recorded : Rates : Shown in ElC."l. 8' : 

Total Revenues 
Total Expenses 
Balance Net Revenue 
Rate Base (Depreciated) 
Rate of Return 

$152,483.46 
'l4l,,433.4.2 

11,050.04 
283,loo 

3.90% 
(Red Fisure) 

$ l80~OOO $ 208~345 
l82:t) l8$~979 

(2 19~366 
33l~~ 331,300 

(.80)% ~.85% 

The revenues and expenses silown tor t.he year 1946 are as report,ed 

by the company and as set !orth in Exhibit 4. Revenues fer the year 191.,7 

under present ra.tes a.re as estir'..ated by the Commission's sta1':!: in Exhibit 6. 

To the revenues tor the year 1947 under present rates haS been added the 

estimated increase resulting from the requested ra.tes in arri:ving a.t the 

revenues for 1947 under the companyts proposed rate~ as shown in Exhibit s. 
The ~enses for the year 1947 are as estimated by the COmmissiont8 5taft 

but moditied to reflect the full annual effect of the recently negotiated 

wage increases and the increased expense associated with the addition of, 

one position'of switchboard and the employment of one additional employee 
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to care fo!' increased commercial and revenue accounting functions. These 

incr~ased expenses were not apparent at the time the staff's estimates 

were prepared. State corporation franchise and Federal normal income tax 

and surtax have been adjusted to reflect the estimates o! revenues and 

expenses. The rate bases for the years 19.1...6 and 194.7 are a~ shown in 

Exhibit 6 and are arrived at by deducting the straight-line depreciation 

reserve fro~ the undeproe~ted ~se. Str~ight-line depreciation expense 

is included in total expenses. 

!he full expense ef!cet ot the company's proposed pension plan 

(Exhibit 15) is reflected in the 194.7 est~~te. The Commission expects 

the company to act procpt~ and place this pension plan into effect by 

September 1, 1947. 

A comparison of the present rates and the rates requested by the 

company as shown in J:X.lUbit S fo'!" the principal classes and. grad.es ot serv-

ice is as follows: 

: · · Ra.t~ Ear ~onth - Desk or Hand Set §tation*: 
: 

('tra.de of Service 

Individual tine 
TwO-party line 
Four-party line 
Eight-party line (Suburban) 
Extension station: 

tTith bell 
Without bell 

· · · · 
Business 

Present : 

$ 2.75 
2.25 

3.25 

1.00 
1.00 

Service : Residence Service 
Reguested . Present : Requested . 
S 4.75 $ 2.25 $ 3.25 

4..00 2.00 2.75 
1.75· 2.50 

3.50 2.75' 3.00 

1.25 1.00 1 • .00 
1.25 .50 1.00 

* Pre~ent rates for service with a wall set are 25' centsle33 
than for a desk or hand set., R~ue3ted rates for service 
with a wall set are the same as those for a desk or hand set. 

Incrcase~ are also r~uested in certain ~lea.ge rates~ rate3 for 

hotel and commercial private branch exchange service, key system service~ 

· · · · 

elemipublic service ~ supplemental equipment J joint user service, and forserv-

ice co~~ection charges. 

The evidence shows that at the hearings in t."lis .matter seven sub-

scribers expre.!!~ed their views in favor of the reoue.sted increase in rates, 

and two subscribers were opposea to the increases. In addition~ the Comm1:s-

sion has received letters from ~~o interested parties, 'one favoring the 
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increase, and one opposed to the increa,e.There appeared to be con~ider­

able interest on the part of the 5ubscriber:s in an improved' service and 1."\ 

having extended service available. A witness for the" company outlined 

future plans for dial operation and the ~ffering of extended service in 

los Gatos exchange. 

In authorizinS '~he increases in rates herein ordered, the Com-

mission expects the company to proceed ~':i th due diligence in !'urnishilli 

service to the more than 430 ~·.'O.itinS' applicants, a.."'ld in offering extended 

service with cross-boundary subscriber dialine' of local calls for extended 

service subscribers upon conversion to dial oper~tion. 

The following form of Order is recommended: 

Los Go. tos Tolephone Company having applied to the Public Utilitie~ 

COmmission of the Stato of California for an order authorizing increases in 

exch:l.nge rates and charges, public hca!'ings having been hold, and the matter 

lnVing been submittod for deci:5ion, the Publie Utilitie:; COmmission of the 

state of California hereby finds as ~ fact that tho increases in rates 

herein ordered are justified, therefore~ 

IT IS HEREBY ORDEm:D that the Los Gatos Telephone Company be . . , 

and hereby is authorized to file and publish, in accordance with General 

Order No. 96, the rate:; a.."'ld eharges set forth in Exhibit 8 filed in this 

proceeding a.~d, after not less tha.~ five (5) days' notice to the Commission 

and to the publiC, make said rates effective on and after August 1; 1947 

for bill:! eoveri!').~ service furnished on and after Aueu~t 1, 1947. ' 

This Order ~hall becooe effective twe~t:r (20) day:! after the 

date hereo:t:. 
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The foregoing Opinion and Order arc hereby approved. and ordered. 

filed lI.S the Opinion and Order of the pUblic Utilities Commission of the 

state of Califomia. 

Dated at ~14ac-:r '~dd""'" 1 califomia, this '2. x-1. ... L 
day Of\ 4-<, A ,.J ' 1947. () . 

.. 

. ' .",," '- ..~. , 

&-? ~~:. .. ' , "'~" .. ~"~ ~ 
·C = " 

./ -.....-. 
Comm1s~ners 
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