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In the Matter'o! the Application of' ) 
IN:r~srATETEtECEA?iCOMPJJ.."y, a. cor- ) 
l'Orat.ioci,.: for an Order Authorizing . ) 

Applic:l.t.ion No. 2S359 . . Propo3cdlnerease~ in Telephone Service ) 
P.a te~, . inc11lding propo~ed Revi:ions 01' ) 
Taritts' and Condition$ Pertainicg ) 
Thereto. ) 

) 

-
W:f.J.J.a.ra Wade ane. H. M. F.ammaek,. for. Appliea.."l.t '. 

o PI N ! 0 ~: -- .... -~--

MITtElSTAEDT, COmmi::sioner: 

'Anapplication wa3 filed oy Inter3tate Telegraph Company on April l~, 

., 1947, wnichrec;,ue3ted authoritj to incr~3.3e rate:; a."lc. char.',!'e:l fer exchange and 'tOll 
t , '" 

'tele,phone 3ervice !urn:!.shed in California, ~ order to augment i~ over-all fl;0$3 

'annual revenues by approx:L:::ately $68,750 or lJ$" ba:scd upon the 19J...6.level:o! 
, . , . . 

business. 
. . 

Public hea.ri."l.~ were heldi."l thi3 procceding in Indepeodence on JWlC 4,. 

'-',1947 -Qnd in S;'''l Franci;co on Jul:=" 15, 1947. At the hearing on Jl.ilY'15, the COl:pnny 

~nded it3 application to include i~erease~ in rates for telegraph :lervice and 

'modified it~ rcc;,ue:st in order to oo~in only approxi=ately$$S,850 o! added revenue, 

or $9 ,900 le3~ than or,~ginaJ.ly requcsted.~ '!:.is lat.ter 3.l'llount the COtlll'MY e~ti::ate:s 

will.be orr~et by $lO,OOO ~~ual inere~se ~ toll . settlement. aceruingto the Inter-
.' . , ." ... '. ' .... ":.::~ .. 

3tate'Company on traf!ic interchanged with~t.e·PQci!'ie 'l'eley:hone'ant! 'l'eleg:N:<?~ 

Com~y by virtue of the inere~ed toll rete!! placed into e~!eet by :laid. Faei1'ic 

Compa."l.Y on July 6, 1947 pur,uant to thi:s Cocmiszion'.:. D.ei3ion N'o.J..0437, dated 
. , ,I 

June 24,. 1947. 
, i 

~ppliea"'l.t i, engaged in a general exehangca."ld toll. tele~hone and. tele-

graph oU3iness in the Cou."l.ties of Inyo, Kern, Mono, and :S:lll. Bcrn3.rd1no; in t.he State 

01: C\l.llfornlA~ and in 'the Coun~:f.es or Est:1eraldll~ l:on7 and: Nye, i!'l. the State 0'£ 
, . . .. 
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Nevadn..'y W!.thin thizarea, Applicant serves 13 eXc."1angoz, a1.11oeated in 

Cali1"ornia, a.nd. hod. connected. to it:~ ,s:;'5te:n. as or December :31, 1946 a total ,0£ 4,079' 

stations, ~,075 of which were ~ Cali!o~ and. !ourin Nevada. Applicant !urnizhez 

toll t.elephone service within and. into itz service territory. 'roll telephone lI'IeS­

st\ee~ are intereh.o.nged with The Pacitie Telephone and Telegraph Company at Highland, 

Mojave,' and ~n Bernardino.~ ar.d with United Far!:ters '1'elephoneand Telegraph C?=lpa.:lj" 

at Coleville, Mono County,'C.~!Orn1a. A~plic~tts financial stateocnt~ ,EXhibit 2, 

:now~telephone plant .in :iervice 3.$ o! Deee::ber 31, 1946 of approx1ma.te1y $2,058,000 

a..''lci total oper~ting ,revenues far the yea.r 1946 or approximately $638,000' ot whiCh, 

2:3%wa: from local zerviee, , 71.$, from toll "ervice, a."d )%' from. m~"scellruleoU3 3crv-

ices. ' 

During the pence 1939 to. 1946, Applica.."l.t tz revenues i.."l.creased 261% 'Where­

as during the same p~iod. Applieantts expenzes before taxes. inereozed 374%. Seven' 

wage inerea~e3 were mQde effective during the period fro::l 1940·to 1946, tour o! which 

OCC'llrred d.uring tne two ye:n-s.1945 And 1946. It ~ e:Jt~t¢d that the wage ~ward.s 

made effective during 1945 and 1946 irierc~sod Applicant's annual wage cost" by ap­

pr0Y.i.m3.te1y$122,SOO over, 19J.J. levels. Revenue: in 1946~ were $66.,925 less than in 

1945,. due principally to ~ decline in war .'!;\etivitie~ in Applica.o.t's territory,. 

wh~r¢a:3 expcI'l3es'be!ore tt.lXes in 1946 were $51,,775 more timn in 1945. It is becaU$e 

of"increasos in wage~ and o~~ting cxpenzcz ~d the decline inrovenue~tha~ 

,Applie~nt is 3eeking incre~se$ L"l.rates at this ti~e. 

The company presented testL~ony a: to ¢arningre~t:5 fer the year~ 1946, 

1947, and 1948 under .present ~d proposed rates. The CO~$ion': stat! pr~:cnted 

eVidence as to tho r~zul~, or operations u"'l.d.<:r the propo:edrates for the ye:J.ro 1947 

and 1948. 'l'hc.sc estilMtes aro :"lrnmnrizeda!l follows: 

: : Com~nyEst~~te$ :C.P.U.C. Staf! Es~1mates: 
: : Reeorded :Uncier Co. Pro'OOsed R.'l~s~Under Co. PrO'OO~ed P...'lt.e:s: 

Item :Yc::tr1946: 1947 : 1948 :. 1947 : 19J..S :. 

Tota~ OporatingRevs. 638~~ 
Total Operating E~. 581,750 

Bal .. Net Revenues 56,472 

Rntc of 'Return 2.8%' 

$29,700 
701,710 

127,930 

5.2% 

942~OO 
7S4,830 

157,270 ' 

5-4% 

9~5,700 
778,100, 

157,&00 

5.J.$ 

11 The' comp.!myprovidcs oruY. toll and private li.'l¢ sernces. in Nev:lda, and ha:J :lpprox­
imately 3,-4% Q~ it~ ()ntire telephone plant pro~rticz located in the State 01: 
Nevadl.l. Md 1.2% o! the tota1oper,'!\tingrevenue iz,received!rom. services ~e 
operntionz in that ~tate. ' 
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'!he preceding c:!>timo.te3,.3!"e for the "Y'~oo 1.13 a whole. WitnCl~3es ~or the 

company ~"'ld the Cor:mis::':O!'l.'S st:JLff testitied, however, tlut in view of t.~~ fact toot 

only ~pproximately 15% of the COmpn.~yfs total r~vcnues ~~ derived!rom oper~tie~ 

irJ. the' St~t<: o~ Ncvad.~ and trOl:1. int.:r"tatc toll 'bu=ine,:; ~ the eztinntes eenerally 

would reflect the rate of earnings for California' ~tra:;tate oper~tions. 

lhe company'~ depreciated rate b~ses as "hewn in Exhibit 4 re!lect net 

1l.ddit::'ons to p:!.~t of: Sl.89-,600 c'In"ing 1947 ~:ld $578,800 d~ing 1948.' The ,pl'lnt 

(beginning 3.!'ld end ot year average) was o~..i!ied 'by the coopany to i."lClude m:lterials 

a."d 3upplies an~ working cash, 1lne to -exclude cu::Itomers' I.1dv3..."lee~ tor co~t:'Uetion, 
" , 

and' contrio'.1tion3 to telephone plant. The depreciation re!l:erve (be~i."l~ and end. 
, . 

ot year average) wa::: deducted in arriving at the depreciated rate bASe. 

The revenues and expen:;es for the year 191..h, are a., recoreed on the boob 

of the co~~ny and as set forth in Exhibit 5. 

The companj" s ettir. .. 1te of revenue for the ",ar~ 19Lr.7 find 1948 i:J ~h~ 

in Ex.~i'oit$' S~ 6, and 17. 1..,. genernl the e~ti::Utte re!leet.,a.."l incre::l~e 0::15% over 

the t>recedin.g year and the !'ull a:mual revenue e!!ect of ,'the revi"ed. propC>sec r~te~" 
'" 

:hown in Exhibi t!l: 15 ~:ld 18 3nd or the increase 1..'1 toll settlement on tr3.!!ic in-' 

tereh3!lgec! with the Pacific COJ:l.pan7. 
, -

lhe company'~ 'e~ti::Jate of e~nses, exclusivo 01' dep%'ec~tion anc.,t3:xe, 

csti:w.ted .for 1947" relates 'o~icallY to the rcs\:lts tor the ' fir~ two months o!' 
" " 

194.7 projected to an annual baz1s. Tn4: 1948 eXpet"oSes ref'1...ect the '1..~:-ease in ~i­

n¢3$ estir'..ated to be realized in that: year. Strai,¢t li.."le .deprociation expe:l3e, 

calculated upon the 'oegi:lning ~d endot year average deprec~'ole plant, and loc31, 

otate, and federal taxes are included in total operating expenscsest.:tm..,ted by the 

eo:n:pany: • 

The Com:Di:s:sion !l:tt\!!f~ c..uculatio!l$ ot de,?reci.:lted hi~orielll cost r.'lte 

'b3.3CS for the year 194.6 and. e3timated for the years'1941:.3nd. 191.J3 arc, ~ct £orth itJ. 

Exhibit 19. Weiehted' avcrllge net nddition:s to -olant o! ~le; ,5:35 a:ld' S:30e:r874, rc­

sp(:ct:i.vely, tor the years 1947 Ilnd 1945 :u-e reflected in the st.:l!,r':I rate 'bnsc$; 

The weighted Ilvorage tclc:ohone pl~nt was adju~ted -to' ir.eludo mteri:llt: a."d :i't:pplie~ 

.~d worki."'l.g CJlsh And to exclude cu~omo:'!i' ~dvance", eontributi~n..s. to telephone 
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plant. The weighted .")ver.'3:gc bOOK depreei..'ltion resorve was deducted ~"l arrivine llt 

thecl~preei~ted rate bllse •. 

The stll!!,fS .~"ti:c.lt¢5 of e:lrni~. nrc ~et1"orth in Exhibit 22. The 

revenues ~nd expen:'Jcs cxel1.Wive o!'t~e5 and deprecUltion ·!ort.h~ YCflr 1947 in 

gene:::c.l ~.re b:l50duponthe ~ctual re"ult3 tar the first three monthz ot. the ye3Z' 

projecten to an annuel ru"'..ount. The 1948 revenues ~"ld expen~s ,reneet. a growth in 
-

business. The full .'lMual revenue e!fcct resulting froo.· the compIltlY"$ requested 
. . 

r3tes sh~~n in Exhibit" l5 and 18 ane!rominere~edtoll 'settlement on traffic, ~"l-

. tereh:,\ngcd with the Pacific ,Comp~y :>:rc included in the s~!f',,' revenue e~imate:s 

1'0:' the year" 1947 ancl19J.£. Tot.llopercting expenses inel\1d.e :straight line dcpree~ 

.1t.ion expense, 'b.1sed upon the ... leightcd average de1'reci.'lble plent, ·Md also include 
, , ' 

locru., state, ~d !edernl t...~e5 at. current. t..."U:. rates. Act.ually, t.he inere~es in 

toll settlet:1cnt will be re31ized' ollly subsequent -to July 6)1 1947 .3.nd, such increa:se:s 

as the C~sion may authorize would beci'!cctive even for I! !!horter periOd 1!l 1947. 

Savings in traffic expen!lC3 in tho 3!llount o! approxirrAtclj $24;000 on an aonUr'll 

bfl5is, resuJ. ting in part !rom certain di~l convcrs!ons, 1v.ve been re!leet.<:d. in the 

1948 expense e3timAtcs. .Approxi:Mtely' one-hal! or ~ch tre1"i'ic' S3V'~ actUlllly will 

~" re~li.zed in 'the YColr 1948.. 'These f:J.ctors would tend to lower the aet.u:ll earning' 

rcsultsi'orboth 191.7 and 1948 below 'the i."ldicated, .'.UllOUl'lt!l., 

The company ~roposes the !'ollo~"lg oa~ie exchcnge r:J.tes: 

: :. R:~:te Per Month - WI!! 11, Desk, or :-... 'lne Set.St.'ltion : 
: ;: . Business, Sc%'V'ice : Residence SeX'Vice :. 
: Exch:lnge :: l-?artl: 2-P.'!!rt.y: 4-P~rt.;r:Suburba.n~: 1-?art.y:2-?:!rt.y: L.-Pnrt.y:Subur'o:'ln"..r: 

Btlr~tow 1 Big 
Bear toke, 
Bishop and 
V:ictorville $6.00 $5.25 $4.75 $4 •. 75 

All OthcrEx-
cb:lngC3 5 .. 00 4.~5 3.75, 3:.7$ 

'II1he subUrban r.:ltes-: shovm are those which 31':>ly to somces locn:t.ed. in: thetirst 
zone, which' includes the ~ell within tow:· ,and one-halt :niles .. airline' di.:tance from 
thc'~.:lse rat.c Area. RiSher r.1tes. olre propo~d in tbe"econd and third zonez_ 

,.] 

It ~ propo"cd to el1r:l1Mte ~he ~ent. per: month pro~pt. ~:;ment di:sc:ount.:s, 

the 5%~ nM.UJll prepaj"nlent discounts, And the c.i!i'erential between r.'ltcs for ~ll, 

desk, .'lF~ hand !let :stations_" Exten:sion and PBX ~tion rates oi' $l.SO per month i'or 
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bu~ine'3 ~ervice, n.ndSl .. ;OO per month tor residence service are propo3Cd. O!!­

premise:: mileage ra:te= in' 2ig Bear Lake exchar.ee .u-e propozed t.o 'be p13ce~ on An 

airline "oa:;l.3, which ~" now in efrect in the other exe~ges. PEX' trunk,. rat'.'!) are, 

proposed to be inerea$~d. in relation to the il'ld.ividual line bu.,ine" service rate •• 

Incre.13es are propo.sedin rates atldchargcs tor direct.ory l~1ne~, joint user' serv­

ice, ~pplemcnt.?l eqUipment, and !lervieecoMection charges. Because o! the va:r'Y"..ne 

level or charges now applicable tor exchange service in the scver:ll excMnee~: the 

proposec1 rates rC3w.t, in certe1e c1ecre.'1!)es estimated. in the a.mount o! $2,;00 ~rA in 

gross increa3cs of $431400, on a~ annual 'btJ.:;~. Although the increases in C~'lin 

particular rates r~e in excess of l~the net over-all L~e:lse ~~ exchange r~te~ 

is approx.imo.tely 30%. 

Station-to-st3tion night and Sunday mes~'lge t.oll telephone rflt.e~ ,are r:rro­

posed. to be increasod $1;',900 on rul JlMUA.l 'basis.. This rcvi:10n will moke t."'le 

st.1tion-to-station night and Sund37 discount from the day rat",scot'l3istent with toll .­

schedules gcnerally in c!!ect in Cali!ornia. While thes~ ChAng03 result in i..~­

crc~~cs of over 200%i..~ partieul~ ra~e~ tor certain distances, the .1ver~ge i..~erease 

on ~n a.~ual oa3is is 52%, rclat~d to the ~t~tion-to-'tntionnight and Sundaj ente­

gorynnd only 4% rel:~.ted to the total ~e3s:!ge toll telephone revenue. The toll 

rates, ~s propo~ed ~ tho co~pany, also provide tor tncint~reh~ec of' tr~!!ic 'be-
, , 

tween (l) Mono County 3.nd Inyo· County' points Md (2) points on the lines 0'£ United 

Fa~mers Telephone & Telograph Company, t.hrough !~cilities o!!he Pnci!!c Telephone . , 

, , 

R~te3 tor local end intercxe~nec private li..~e telophone ~ teletype-

writer :services are proposeci to be 1nere:lsed $1,850 on an antlu.-u bo.~i$" t..?' 'Place such 

rates on the same level as now applies on the cO:::l.~n7'3 i..~t.er3t,.'l.te "ouziness. Ro.tC3.­

for :L"l.tr,~-<:om.pany message tolegram, , press dispc.tch, ~nd. money order services Ilrc pro­

posed to be increased to' cOrrespond i..~ .::=ou."l.t to the current r3tes ,o! The Vie~ertJ. 

Union Telegraph Com?lln~. It is estilMted tn.~t these ch.-'lnges will result in negli­

gible increases, .'lppro~te11 $50 on oln .'lMU3l ba"is, becilusc o! the "~"tll Mount 
, . 

of intr~-eomP'lny telegraph bU::i.~e"3 h.'!."J.dled. Tho coopa.ny alao proposeo to, CJlL'lC?l 
. . 

certain tarifr sheets covering il mllp or the system, ll. eh.."lrt. of the ~rlin¢ di:!tances, 
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:lnd :l ~bl<: or cOt:lp'o!tod overtime crz ges, 311 o! which are obooletc.. 'l'h¢~c 3heet~ 

-lre not e,zential to the tori!! ~chedulcs Md. they ml!y .be ~ncellec!. 

'l'he cOl'!lp-my iz tllced. with 3n. unprect:ld.ented. construction p'rogl"lJ.Jn., which . ; " 

will incro:lse its inve~t~nt during thc'next seve.r~l yerxrs .nPFoxim.~t-:ly 50%' vver 

the pre~ont book tlmO'..1nt:l. 'I'hi:r proe:r~ i~ requ1rc<! to itlprove :erv:ic e and to pro­

vidc telephones to the more th3ll 700 waiting applicants. InelUded in the eo~p3"'lytz 

construction 'bud.get!or 194.7 ancL19J..8, :set forth in Exhibit j~ are o'lI'llOW'lts for 3ddi­

tional toll 3M exchMgc !aeili tics, including the conversion 'to dial o:per::ltion or 

Bridgeport, Randz'burg, o.!'ld Inyokern (,xch:mges .::nd 'the ext.cnsion of :Jervice to :l!"Co." 

where d(:m;.' ... "ld:$ exi"t. The record ."how" 'that the revenue 300 expen.!Je'c$timoteshave 

been coordino.ted with the eomI)'lnyf3i.."l.cref~sed eo!lS't.ruction progt'aI:J. M4, :J.ccor~i~y, 

tbe enrnines ~s heretofore ~ct forth give recoer~tion to the added telephone :ervice 

that iz expected to be served. 

In view o! ,t!" e' ehora:cter or 'territory s.erved,. the probr'lble growth in 

buzincs, an1ctlPi'tlll rcqui:ementz, Ard the :-e~w.ting,level of e:~~r~, it nppetlr~ 

tbat the increases in t~irr Tates zouP,ht ~e ju~ti!icd and should b~ Authorized. ' 

It). tluthorizing the increa.ses in r~tes hereL'l ordc:-ec,.· the Cor.:nission expcct:l t.he 

cO;Ilp.?-ny to proceed with due d.iiige~ce in mnl-'.ing the nece~sary service improvcocrrt.:!l 

and in providing service to waiting appliean'tz. 

The follo'Yling for::. ,of Order ~ recor.lClended: 

ORDER -- .. --~ .' .. 

IAter3tAte 'l'¢leertl~hComp~'lY ~~ving tlpplied to the Public U~ili'ti~z 

Cor:wis,ion or the Sttlte ot C=lito:ni.:l tor f.m Ord.er a\::tho~iz1.ng increllses in ~ch"J.nec, 

toll telephone, and teleeraphrD.tcs and ch~ges; public h~a.ring:i h~vingbeen held; 

. Ilnd the matter having been submitted fr:tr decision; tbe PWlie Utllitic, Co:mU.::sion 

of the' Stete of: Cp..li! orru:a he:-cby findz' thAt the inereaze"req,lle:::tc-d are ju:;t.itied 

Ilnd ::h,ould 'bcnuthorized,,' therefore,. 
. 

rr IS HElL'ej3·Y C?.DEPm that t.b.e IAterst.at.cTelegraph Company is authOrized 

to file ~d publish, in accor~a~cc 'with Cienerfll Order Nu. 96, the ~chedUle ot rates 

f:l.nd condition:' set forth in. EYlU'bitz 15: and. l8 riled inthi.s proccedinst, 3nd,. .'l.fter 
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not less than rive (5) daytl' notice .to the C¢mmi"sion o.o.d. to th~ public, l!l.,'\ke said 

ro.tes and cond.i.tion.:s effective by billing periods on and a.!ter Septeml:>or 1" 1947 for 

bills covering servicefurn1:hec on ~d ~r~cr September 1, 1947,. exccptrate~ ~d 

conditionz applicable to mess:lge toll te1e~honc, mes.5<lgeteleeram .ocrnee, ser.riec 

.conncetion eh:lrge~>Md· installation ehnrges, which may be mc.de er!'ect.ivc on 

S~ptcmber 1, 1947. 

Thi~ Order .:or..l11 become effective twenty (20) da.y~ after the date hereo!,. 
~ 

The foregoing Opinion and Order nre hereby Ilpproved and ordercd.·1"iled A-' 

the O~inion andOrde ·P"''blic Utilities Con-.cis:;ion of the S~t.e or CalirortrlA. 
~ 

~~~~~~Iii.doI:~' Cali1'orn1:)., :thi:s .ttl,? - d:l.yof 

-.l4Z::::;.l::,::/--_ .. , 1947. A.i/ 11. 
. ~ 

. , .. .., ........ 


