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In the Matter of the Application of
INTERSTATE TELEGRATE COMPANY, a cor- -
poration, for an Order Authorizing
Proposed Increases in Telephone Service
P.ates, including proposcd Revisions of
Tariffs and Conditions Perta.:.'zix:g
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VITTELSTAEDT R Commissioner:
| ‘An applicatxon was filed by Iﬁtcrstatc ;clcgraph c:»mpan,,r on April 12,
i l9L7, w"xich r»quested authority ’co increase. rates and charpcs for exchange and toil
‘.telephone service furm.shed in Califo. nd2, in ordcr to augmen‘c its ovcr-a.ll ©oss
anm:al revenues by approximately $6€,750 or ll% , based upon the. 19&6 lcvcl. of ‘
business. ' |
- Public :hearing;'. were held in this prdccedihg in Indepe:lxéedé'é on June L,
1947 and in Son Frascisco on July 15, 9L7. 4 tae hearing on July 15, the company
-mended its appl.x.cation to includc i-xcreaoes in rate., i’or tolcgraph servicc and
modi“ied its reques’c in order to cbtain orly appro:d.,..a'cely ~,5&‘:‘,850 or added revenue,
or $9,900 less 'c.han originally requcsted. T..is la':.’c.er amount the comany estimates
Will e offset by 3.‘:2.0 ,000 annual fnercase in toll se't:tlemmt accruing to ‘chc Inter-
3tate Company on trai’fic intercha'xged with The' chi“ic "‘clephone and 'I‘elegrwh
Company by virtue of thc increased toll rates placed into ef tect by said Faci.i’ic
Compa.ny' on July 6, l%‘?.pursuant to this Comissipn' > chision’No. LQLB’?‘, dated
e 2, W47 | S
Applicam is em'ar-'ed ir a peneral exchange and toll telephone and tele-
gra'oh business in the. Counties of Inyo, ‘c:.m, Mono, and .an Bcrmrdino s 4n the State

of California* and 4in the Coun ies of T"sme*alda, L"on, and \Iye, in the State of
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: Nevada.y Within this area, Applicant serves 13 exchanges, all 'J.ocated in

California, and had c¢onnected to its system as of Decembder 3L, 1946 a total of 4,079

stations, 4,075 of which Q’ere in Califoraia and four 4n Nevada. Appli"can’lo, furnishes
20ll telephone service within and into its service' territory. Toll tolephbnc vmes-.‘
sages are interéh;nged with The Pacific Télepﬁonc and T@legaph Cpﬁﬁbé_ny at Highland,
Mojave, and San Bemﬁrdino; and v':.t':* U’nilted Faraers Telephone and 'Tclegraph'Cpmpany
at Coleville, Mono éounty,'Califomia. Aoplicant's sinancial staﬁemcm‘, Exnibit 2,
chows telephone plant ih ﬁeMcc as of Decexber 31, ’1946' oﬁ' approximetely $2 ;058,000'
and toba.l operating :révenuc‘sv sor the year 19L6 -of-approxima‘ceiy $633,000 6.1‘ w'rhich, |
23% waz i‘r_ori: local service‘,‘ 7% from toll scrviée, and 3% from miscellaseots Serve
ices. . | ' , | | | ._

During the period 1939 to 1946, Applicant's revenues increased v261.% ‘where—
as during the same pericd Applicant's expenses before taxes incrensed 37uf. Seves
wage increases were made effective curing the period Irem L9LO to 19L6, four of which
occurred during the two yeai'sl' léhé and 1946. .IT. is cs‘ti:gatcd that the ‘wage awards
made effective during l%Sland i%é‘-, ineressed applicant's annual wage costs by ap-
provdmately £122 ,l50‘0 ovér, 19LL levéls; Revenues in 1946 were $66,925 leés than in
1945, due prihcipally to a decline in‘wa.r activitics in Applicant's terrj.tbry,‘ |
whereas expénses ‘before taxes ’in 19L6 were 351,775 :ﬁore than in 945. It is because
of increases in wages and bpe:'a‘c;ng cxpenses and the decline invrdvcnu‘e:.’ that
Applicant is secking increases in rates at this time. | ‘

The company presentcd tes‘c.ﬁ:nbhy 22 to carning results for the years 1946,
1947, and 1948 under present and proposed rates. The Commission's staff pFreseated
é?ic;encc as to the results of ope:atibns under the proposed rates for the years 1947

and 1948. These estimates arc summarized as folloWs:

Company Estimates :C.P.ULC. Staff Estimates:

;'Recorded Under Co. Pronosed Rates:Under Co. Proposed Rates:
: Iten sYear 1946 = 1S4L7 : 1948 : 1947 2 I9LE :
Avg. Rate Base - Depr. $2,021,082 22,444,391 $2,509,62 82,265,000 £2,919,000
Total Operating Revs. 638,222 ‘ '829;700 ‘ 942,100 810,400 925,700
Total Operating Exps. 581,750 701,770 784,830 687,000 772,100
Bal. Net Revenves 56,472 127,930 157,270 123,400 157,600
Rote of Return - S REF L 52% - 5% 5.5% 515

y‘l‘_he company provides only toll and private line services in Nevada, and has approx-
imately 3.4% of its entire telephone plant properties located in the State of
Nevadn and 1.2% of the total operating revenue is received from services and
operations in that state. ' o S
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The preceding estimates are for the syv*om as a whole. Witnesses for the
company and the Commiscion's staff testified, however, that ia view of the fact ¢hat
only approximately 15%\of the company's total reveques arc derived from operatiéns
in the Statc of Nevada and from interstate toll_buzihes#, the éstimAtes generally
would refléé*vthe rate of earﬁings for California intrastate operations. _

The company" deprcciaxed rate bases as showa in uxnibit L re‘lect nct
additions to p.ant of 3L89¢500 during L9L7 and SS?B,POO during 19L8.‘ The planx
(beginning and eqd of year average) was modified by the company to- include matcrials
and supplies and werking cash, and Lo exclude customers' advances for con:t-uc vien,
and conzributions to telephone plant. The deureciat on reserve (beginninQ‘and end
of year average) na, deduc:ed in arriving a* the dep*eciatcd rate dase.

The revenuee and expenuea for tnc yesr 19L6 are as recorded on the books
of the company and as set forth in Ixhivit 5. |

The company's e-tirwtc of rsvonue for the years 1947 and 1948 is showa
in xhibit* 5, 6, and 17. In peﬂeral the estimate reflects an increase of 15% over |
ghe preceding year and the full annual revenue effect of the revised propozed rates,

shown in Exhibits 15 znd 18 and of the increase in toll settlement on traffic in-

terchanged with the Pacific Company. . - - -

The company's'estimate of expenses, exclusive of depreciation and taxes
cstimated for 1947, relates baaically L0 the res ths for the first two months of
1947 projected o an annual_bas;.. Tﬁ" l9L8'expcnses rcflcct the’ inc*easc in brsie
ness estimated to be realized 4n that year. Straignt 1ine decrociatzon e/oense,
calculatﬂd upon the begianing and end of year average dcprcciuble plant, and ;ocal,
utate, and federal taxes are included in total operating expenses estimated by the
company.

| The Commission stw*"- caleulations of depreciated hi*torical cost rate
bases for the year l9h6 and.estimatcd for the years 1947 and 1948 arc set forth in
. Exhibit 19. ‘Vemghted average ne* additions to n;ant of 3185'535.$nd'3308;87a, rom
| spcctivcly, for the years l9h7 and 19L8 are reflected in the ztafl's *ate'bascs.
" The weighted avcrage telenhone plant was adjus ted to inelude. material and supplics

and workzng cash and to excludc customers? advances, conxribuxionsvto telephone
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plarit. The weighted average book depreciation resorve was deducted in arriving at

the deprecinted rate base. - -~ |
1'I'h‘e stalfrs .'c-.,.fs‘c.imt..cvs of carhings-are set forth in Ixhidit 22. The

rcveﬁues ond expeases eaﬁc‘lusive of 'mxés 'and"depreciation'for <he 'ye:.iz_' 1947 in
| general are wased 'upon ‘the aciﬁa:. resﬁits for the first 'ghree months of. ihé year
projected to an annual amount. The 1948 revemnues a.dd eﬁcpensea reflect a growth in
bu&-‘iﬁcss. The fuli annval revenue cffect resulting Irem the'co_mj:any"s reqﬁéé:ted
rate'-‘ shown in Exhibits 15 md 18 a.r;f' from inereased toll ‘s‘cttlemcntr on trafi‘ic, in-
: terchmgcd with the Pac:.ﬁ.c Co*zpany are incl uded in the staff's revenue estimates
for the years 1947 and 1948. Tota.l_ operating expenses ::.aclude straight. line deprecis
ation expense, based upqn'the weighted average depreciable pianf., and .also include
local, state, and feder'il‘ taxes at cﬁrf:'ent tax ra‘t.és.' Actually, the increases in
toll settlement w:.l’ be rea.lized only subscquent .10 July 6, 1%7 ‘md such incrcases
as the Commission may au‘c.horﬁ.ze nould be- cffective even i‘or .3 sharter period l%‘?.-
Savings in traffic expcnscs in the amourt of appro:d.matcly th 000 on an annuwal
basis, resulting in part from certain dial conversions, have been reflected in the
1948 expensec estimates. Appro:d.:natcly onc-hali' of suc:h traffic savmga actuo.lly will
?e realized in the :*,'eqr 191.8., Thesc fa ctors would tC"ld t.o lower the act tugl carning
results for beth 1947 and l9h8 below the $ndicated amounts.,

The company sroposes the following dasic exchange rateé;

Y

Rate Per Menth — Wall, Desk, or Hand Set Station
» Business Service s Residence Service

Ixehange ' l-Party-z-Pwr't.y-b—P*my‘Suburba-x*'fParty'2-P~.r‘.'.y'u-Purty‘Suburburt’~
Barztow, Big

Bear lake,

Bishop and _ = , '

Vietorville  $6.00 $5.25 u.75 8L.75 $L.T5 BL.R5S  82.0 2.0
ALl Other Ex- L . : ' - o

changes 5.‘.00 L.25 3. 75- 3.75. 3.75 3.25 2.5 2.50

*‘I‘hc suburban rates shown are those vhich apply o services located in the fimst
zone, which includes the area within four and one-half miles airline distance from
the 'base rate area. Higher Tates are proposed in the second and third zoaes.

It is propoaed to eliminate the 50—cent per znonth'pro:;-.pt phymcnt discounts,
the 5% annual prepayment discounts, ‘and the Qifferential between rates for wall,
desi, and hand set stations. Extension and PBX station rates of $1.50 per mohth for
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 business acrvicc, and $1.00 per month for residence service are proposed. _01‘1.'-

prcmiscs,milea'gé rates in Big Bear Lake exchange are proposed- %0 b';: placed on an
airline bas:.s ». Which n.s now in eﬂ.‘ect in the other exchangc.... PBX trunb rates are
proposed to be :.ncrea cd in relation o 'c"ze indiv:.dml lme bu.,:.ness service rates.
Increases are proposcd in rat.es and" charpc., for direct.ory listinrs » Joint user serv-
ice, supplcmcntal equipmcnt. and service connectn.on chargcs. Becau.,c of the va.ryin,c-
level of charges now. applicable for exchange service in the several exchanges, the
.proposed rates result in certein decreases estimated in the amount of $2,300 ‘.md in
gross increases of 543,400 on an amual basﬁ. Although the in'creascs in. cér‘t'ain'
‘particular rates range in excess of 100%, the net over-all increase in exch.mge rates
is appro:d.mt.ely 30%- |

Station-to-station night and Sundaj nessage twll t.clephonc ra‘bes are pro-
posed to de increased $15,900 on an annual basis, This rcvi.,ion will make the
station~-to-~station m.pht and Sundaf discount {rom the day rates con.sistent with toll -
.,chedules gcnerally in effect in Califernia. While these changes rc'ul‘a in in-
croases of over 200% in particular rates for ccr&.in d.c.stances , the average incree.sc
on an annual basis is 52% rclated to the sta t:.on—to—statio'x night and Sundaj cate-
gory and only L% "'elated 0 thc total message toll telcphone rcvenue. 'rhe toll
rate..., AS Dropos red Yy thc co'npany, also provide for tne ins orcbangc o“ t.rnffic be-
tween (1) u&ono County and Inyo County points and (2) po:.nts on the lines of United
Farmers ’I‘elephone & Telograph Comp..ny, thr ough facilities of The Pacific "'elcphone'
and Telegraph Compan_/ rather vhen through tho cozmmecting po.:.n'c crt CQJ.ov:L..le. '

Rates for loeal and mterexchangc private line telepho-ze :md teletype-
w*ztcr serv:.ce.., are proposea t0 be inc*eased vl,850 on an 'mnual ba*is 0 place such
rates on the same level as now aﬂol:;.e-s on the co-npanf' s .’z.nter.,m‘t.e business. ves -
for intra-company messarre tclegram, ress displ.:bch, and money order services are pro-
posed to be inereased to correspond smount 40 the current *ate... of 'l‘hc Viestern .

' Unien ’I‘elegn.ph Compo...y. It is est:.mated that these chmge will result in nep‘li-

- gible inereases, 3ppro:d.mately 50 on an _nm:al ba...is » becausc of. the umll amomt
of intra-compiny telegmph bu.,mess "nndled. The comp:my also proposes to ct:mcf'l
certa:m tariff sheets covermp a map of the syvt.em, a chart of the a..rlﬁ.nc ,dis'banccs,
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and a table of ce'mputod overtime charges, all of which are obaolcic. These sheets
are not essential %o the tariff 5chedulcs and they may be cancelled. »

The company is faced with an unp*cc;den«ed cons'cructioq prog:am, which
will increase iis .‘..nvestmont during the next severz l years approximately 50% wwver
the present book amounts. m:.s program is required 1o improve service and 0 pro-
vide £elepboncs' %0 the more than 700 waiting applicants. I'nclﬁdedf in the cbmpany's
construction budget .£o§ 19L7 éﬂdnl9h8, set forth in E:dzii:it 3, are a:nam'atsv i'oi- add:i.-
f;ional %oll and eﬁcchmgc fxcilities, ﬁ.'zcludi.ng the coﬁversion’ to dial oper-x‘.;ion of
Bridgeport, ‘tandsburg, and Inyokcrn exc‘mngea and the extension o..‘.' service 10 arcas
where demr_nds exist. The record shows that t.he revenue and expense estinates have

bcen coordinated with the company 3 increased construction progran and, accord:’.ngly,

the earaings as bérctofore ¢t forth giire recognition to the added telephone service

| that iz expected to be serw.d.

In view oi' t‘ e charac‘:.er of territory served, the probzble growth in
business and capital requirements, .-.md tﬁe "e'ult;inz«lcvél of e#rninps, it appears
- that the increases in tar:ii‘f rates -'ou;:ht are ju.,tii‘zcd and should be authorized.
Ia authorizing the iqcreasc.. in rates herein ordered, the Cormissien eXpects the

co:np._-ay to proceed with duc dil:.rx.nce in making thc necessary service imprwe'nonts

and in providing sewice to waiting applican‘c..,.

The folloving form of Order is recommended:
CEDEZR

Iaterstate Tclegrnph Company hoving applied 4o the Public Utilities
Cormission of the State of C_lifomia for an Order avthoriziag :anrea..e* in exchangy,
toll ‘cclephonc, and tele@aph rates :nd charges; public hca.r:mg* having‘ been neld;
"and the matter hav:mg been subﬁitted fcr dec..s...on, the Public Utilis ies Commission
of the’ Stc.‘ce o" Cplz.i‘omia he*eb_; find., th:.xt the .gncreaqes reque.,ted are justificd
and ..hould be avthorized, vhe*e:'o:'c, '

IT IS :YEREBY OP.D"RED that the laterstate ’I.'eleg,mph Company is authorized
to file and publ:.sh in accordancc with General Order No.: 96 thc .,chedulc of ratcs |
' ”ar_xd conditions set forth in Exhibits 15 and 18 filed in this proccedimc, and R 1i'ter
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not lc°5-than'£ive (5) days‘ notice %o the Commission and to thevpublic; make‘séid
rates and conditions effecuivc by billing periods on and after Scptembcr L1, 1947 tor
bills covcrinp service fvrmzﬂhed on and af ner Scptcmber l 1947, except rates and
conditzons 1pplicable to message toll televhone, message telegram vc“vice, service
 wmmﬁmc@mw,mdmﬂdhﬁm¢mmn,mmhmymeedmaWem
Seprexber 1, 1947. | |

This Ordcr shall become effecthe ‘wwenty (20) days after the date hercof.

The foregoing Cpinion and Ordcr are heredy approved and ordcrcd‘filed as

the Opinion and Order of the Public Utmlztmes Commission of the State of California.
 Dated at , California, this ,(,z day of

a

» L9LT.

Commissioners.




