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BEFCRE THE FUBLIC UTILITILS COMLISOLION OF THE STATE OF CALIFCRNIA

In the Mat:er'of the Application of

THE PACIFIC TZLEPHONE AND MELCGRAPH COMPANY,

a corpo*atlon for authority to increase
certain intrastate rates and _charges

applicable to telephone service furnished

within the State of California.

Application No. 29854
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;
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(Appearances are shown on sheet attached to this decision.).

INTERIM OPINION

By the above~entitled fpplicaﬂio., filed November 29, 1948,
The Facific Telepnone ancd Telegraph Company seeks an increase of
- $33,655,000 in telephone raves and charges.
Public nearings were held at Les Angeles on January 10 and
11, and at San Francisco Jantary 12, 13, and 14, and on January 17
and 21, 1649 before Commissioner Huls and Examiner Howard. During
the first five days of hearings, the applicant made its showing in
Cr Jaauary 14, upon completion-of its
direct presentation ol evidence, applicant moved that an interinm
rate increase be granted. Lvidence by the Comrission's staff as
rated to this motion was presenzed on January 17 -and 21. The entire
record in the former rate procecding (Application No. 28211) was
ordere=d mac¢ a part of this record, including the record in the Order
to Show Cause Procending reluting to the so-called license contract
~Thus, in effect, the consolidated record comprises §,070 pages of

-

transeript or 60 days of nvurings at which numerous witnesses were

)

nc 428 exaibits recvived. Applicant's movion for interim

gued befere the Commission in bank at San Francisco on
Jfebruary 2 and-3, 1949 at which vime the motion was taken under

advisenent and the proccedings removed from the calendar
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figpresentavives of 2 mumber of cities anc other organiza-
. !
vions opposced the granting of zny interim increase. They pointed out
tnat there had been no opporcunity for them t0 present evidence or
£0 Cross-eXamine company witnesses, and urged that the Commission
withhold Jjudgment until all partics had becn accorded & hearing;
There was also eritiecism of thc service renderced by applicant in its

Lerritory and in certain cities.
Cervain of the interested parties appearing in this pro-
ceccing have questioned the jurisdiction and authority of this
Commission to grant an interim rate inercase. The crgument in support

of this position is that there is nothing specific in the Publie

-
1=
Utilities Act tha ; i2es Tt - by Commissicn of that

le of law that the powor
to grant i sr rolie ; d ] the incicental,-
necessary and reasonsble autihority to grant that which is less.- It
is uopparent < nority deicgated to this Commission by the
Public Utilitices Act to award rzte relief to a public utility carries
with it the incidental and implicd power to gre interim rate relief,
if the facts warrant such sumnary relief. . there must be 2

orimna g;ie showing of an cmergency concdition: before the Commission

would be justificed in gronting rate relief on an interim basis.  The
ot (o)

Supreme Court of this State has held inthe case of Szaurby.v. -Railroad

[}

Commission, 191 Cal. 226, thot this Commission may issuc an interim or
emergeney rote reduction order based upon a sumdary showing. - If this

1

Comnissicn may thus sumarily reduce the rates of 2 public wtility, -
it logically follows that it may, in an emergeney, grant imterim rate
relicf to a public utility.

It may here be pointed out that the action taken by this
Commission in the Sounby coge was far more summary than any contemp-
iated interim rate relief action by this Commission in this proceeding

could he. Any contention that moy be made that an interim rate relief
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order is unlawful because it may not be reviewed by the courts, is

without merit because it is not a correct statement of the law.

tlic United States Suprome Court has held in the case of Prendercast v,

few York Teleohone CTomvany, 262 U.S. 43, 48-51; 67 L. ed. 853,

857-852, the interim rate order may be reviewed by the courts if,
a5 a matter of fact, the order results in conficcation or violation
of constitutional rights. e conclude that this Comuission has
ample power and authority to grant an interim rate increase in this
proceeding, provided that the record thus far developed discloses a
state of facts warranting such relicf. Therefore, the sole question
velore the Concilssion on this motion for wn interim rate increase is
viicther or rot the ?ecord digscloses an emergency condition that
the granting to this utility of immediate rclicf. We find
frou the cvidence in this proccedine thut the carnings of applicant
are such that it now finds itsclf in a sericus finarncial position,
which constitutes an euergency that wust be relicved. accordirngly,
interil rate relief will be accorded o
ue to the foaet what in iscucs were considered fully
by the Corizission in its Deeision Ho. 41416 of April 6, 1948 in
application MNo. 28211, it is not necessary at this time to rovie 1 and
cover these ngoln in L i 23 - nlice to submit 2
haz subsequently bLeen fully
now Causc Proceeding instituted in Applica-
tion lo. 28211.

Oc¢tober are Increcsces

Perheps the nost important change in operating exponses

since the igsuance of Decision No. L1L16 has beern the over=-all wage
inerease program resulting {rom the wage offers of October 1, 194L8.

2se offers have been for the most port accepted and placed in ceffcet,
dut ot varying daves. However, in conmc cases, tacse offers have not
been accepted.
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The woge program totnled Qll 638,000 apnlicablc to
Colifornia on an annuzl basis, inc ;,clﬁb bosh trne offective and the

offercd but not c¢ffective increases, une covered all pay rolls,

inclucding construction. (he operating portion alloca le to Czlifornia
iatrastate oderations, plus an cllowance for associated pension and
sacicl sueurity cosss, is epnroximately 99,400, 000 of wnich sub-

nac as of Junuory 17, 1949 been negotiated and

M - o
LETN.INLS

while tae net earnings in Czlifornia have been increasing,
the company is not realizing the 5.6% rate of return founc reason-

able in Decision N nlicant's evidence shows’ rate ol

resurn for it ] ia i stave operavions by periods as

rote levels had veen in effect in

nrior ve Oc¢tehber

Five months ending decembe
S.LX mo"ltuo e"ld.Ln" Ju.; jo e w

Y Q
ey ) ’ ) ' b
Four months ending October 31, Cet e . 5

5%
.2
"
e

Gxhivits introduced by the Commission’s scaff for the
menths ending October 31, 1048 compare with applicant's oxhidit

the same parive as Lollows:

nate Bagse
wey Reven;ﬁ
Fer Cent X

[al

{he 3 prepared its rav and net revenue computa-

tions in accordance with the basis of the findings or the Commission
4n beeision No. LILLS, inclucing directory advertising rates recently
authorized and the license service charges based on the treatment
recommended by i nne svafl. The separaticn data as

oy
P4

cropered by the company was usod, subject to subseguent review.

by
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After adjustineg for the effeet of the wase promrem, these
firurcs become:
Avplicant
Rote Hase 5528,5603,000 517,057,000
liet Revenue 21 30~,OOO 2;,92& OOO
Jer Cent Retum . L.0% _ 2Lm
Applicant, in ~ddition, submitted an estimete for the fipst
six months of l1A4%, showineg its estimated rate of return 2t 4.6 before

v [}

waze inereases, or 3.79 aftor eonsi grine the waee increases,

vlant rate base of about 594,000,000, “hile the staff has not yet had

an owdortunity to prepare an estimate, it prescnted two charts showing
nothematical orojocti T ving the applicant's estimated inerease
lang, indicnting carnings of ~bout 5.2% on the staff basis

ther than the L.6% estimeted by apoli-

Both the staff and applicont presentad carnings by exchorce
Froupines and for intrastnte toll for the four months cnding October 31,
1948. The applicant also estimoted such en rnings for the first six
nths of 1949. The rn:cé of return, adjusted in all cases to the new
wagC lovo*a, including offered but not accepted wages, ars as follows:
Four Mos. End. First 6 Mos.

Catecories 10~31-L8 1948 - Zstd.
(Staff](Applicant) ~(appiicant)

-

Zxcnange:
San Francisco-Tast p“y xmewu »d Area
L0s Angeles Zxtended Arc

San Dl@ro Extended Area

Jehar Sxehanges - Yorthorn Colifar

hor ch*anres - Sourh&rn Cal*forﬁ

Total Txchange
Intrastate Toll

Total Intrastate Opcrntions

Sy —
{Red rreura)
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The e¢ffect of the wage program is siznificant. The follow-

0

1g table sets forth certain data and relationships in the various

in
covegoriea:
Oct. 1948 Wage | Fer Cent
Increuseo a5 % of TDecrease in
Categories Present Revenues. Rate..of. Return

.

Zxchange:

San Fru;czgco-haut Bay Zxtcnded Area Lol 1.0%
Les angcles gxtended Area 3.0 )
Sa* D¢ego zxtended Area 2.4 5
Other ixchunges - Northern Califemia 3.6 .9
Jtlher ?xcﬁanwns - Soutlern Saliforni o YA
Total Zxchange 3.4 .9
Intrastate Toll. LB 1.9 .
Total Intrastate Operacvicns 3.8 L.l

It thus appcars that the wage increase bears heaviest on the

toll earnings beecause of the large percentage of manual -operations, -
while the San Dicge area shows tvhe lessy effect because of the large

Interim Increase

The evidence shows that 2 downward trend in earnings £X1sts,

Ad 1

WU noY to the degree incicated by the company's estima

<t
@
L&}
[ ]
-
ct
b =
0
%]
jo

the public intercst to zdjust applicont's rate SLrUCLUre on an interim

finzl decision (No. 42L16) in ipplication No. 2821L. - The Commission

Glso recognizes that wages have been negotisted and mlaced in effect

»

since Cctoder 1, 1948, vetaling 8,300,000 for California intrastate

opcrativns, inclu

(9.1
}J
o)
15
o1
o
'_l
£
(&
b

(98
”)

*ensicn and social security’ cnarg»s. It

18 nO% regardec as proper, hOwever, to inereasc rates beczuse of wages

offeried, but net effeetive, under the uncertzintics shown. ‘Therefore,

we saould authorize inc

b 1

¢ases Lo compensate for the cecline in earnings

and the wage increcses granted, dut ot the same time giving considera-
tion to the situation resulting from the reilavionship between applicant




Elecetric Condany

In Decision Yo. 41416, the Commission noted that study of
vestern Ileetric costs by an HalUC-FCC committcél) was under way and
no cpecific cviden o5 considered ot that time. The Commission did
state, however, that the Puzeific Company sheuld take stepns to obtain
relief from the amcrican Company, among other things, as follows:

ineduece Jestern Hluctrlc Co;aany pricecs to the very

minimun during the entire dial conversion program,
including o review of past charges.“

The company introduccd cvidence showing Jestern Electric
Prices to be lower than these of independent manufacturers for compara-~
ble itens. Comparablility of manufzcturers was not ¢stcoblished and,

the record shows that Lestern Electric nanufoctures over
90% ol all telcphone oppora ind’ ecquipment, whilce the independent
manufacturers compete for the romaining business, little weight can
0¢ given tuesc nrice connaricons in Dok asonablencss of the
Jestern Blectric Counany's price

Western contends itc carnings ore less than those of the 50
larpest manufacturing corporations of the nation. This, likewise, is
no ¢riterion. It is ¢t st o Vestern that is cssential.

Some evidence acs o 1 lons . ern Slectrie,

wsed on the corning : irst three quarters of the year, is now

ern Elecetric carnings
are the hishest in its hiztory, and cnitage return nearly tae
highest. This iz in cxtreme contrast <o the objective mentioned in
Decision No. L1416, as queted,
n Deeislon No. 21766 on Noveuber 7, 1929 (33 CRC 737), this
apnlicd to the opplicant with respect tc its purchascs from

struction company

(l} speciad Lommitice of The Natio wSoociatd Reilroad and
Utzl:t e Cormissioners cooocra‘u:.nQ e Fe 1 COMmunlcations
Commissicn In studics of Telcphone 1cgul oy Problcms.
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should not be permitted to profit at the expense of n public utilivy
when tac consﬁruction comprny ¢omtrols the public utility or iz owned
nd controlled by thu oamn intercsts which own or control the public. -
unilisy. We bedicve the principle to be ns necessary of application
hore todny As it wes then. S0 applicd, Pacific Company would have
pnid lestern some 54,300,000 1:3s for 1948 purchases applicablz to its
Cnlifornis oparntions. although Commission stalf studies for prior
vears were not compnlated in time for prescntatioﬁ.in the interim show-
nhe company's own flgures show crrninms of 7.1k.applicable to
Freific Company on purchnses for the 32 years orior:to 1948, and it
\erefore is obvious that » further deduction would bo Justlfled on

5

the principle cited, if the yoars prior to 1943 werec studied. The

e
effoct of the LOLE adjustmont nlone is estie

964,000 for California opehatidns,'oh which about 900,000
apovlieable to i staty srations.
This Commission must carefully consider the propricty of
this methed of raising Pacific Comonny oxpenses by Western simnly in-
crrensing its pric-s to the hisher levels, which brousht about W stern's
19L8. The treatment we have accorded the rel tionship
n the applicant, on the one hand, and the Western
lectric Company and the American Telephone and Telegraph Company, on
the other hand,is based upon well recornized raliz of law and eéuiﬁy;
.Amcrican'Telephone and Telegraph Company owns 99.2% of the
stock of Western Zlcetric, and €7.63% of the ital stock applicant.
Western is, in facn, the manufacturine d ment of tne Dell System,
so pertinently and well pointed. ouf by the Supreme Court of the

of Smith v. Illinois Bell Telephone Cowmany,

153; 75 L. ed. 255, 2065. Obviously, the american
lawfully, may not, throush the corporats davice of the Western

Zleéesric Company, reaiize 2 srofit from the ansocti hetween

-
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Jesterm and applicont, which, in - is capitalized by zppliecant or

charged by it to cporsting exXp ; cnine applicantts roto

1y

rers to the burden of paying 2 profit upon a prefiv. This sort of

~3

-

sheuld not be condoned. It is just such practicas that
= ~uthorities should be vigilant to detect. (American

U.3., 299 U.S. 232, 246; €1 L.

ing company is not
z of its omerating

¢lepnon. Commony, 326 U.S . 638, 654

~a - do ~ ~
Siemo ¢ Company, 39 CRZ

(San Diogo

v. 8rn Diero ote. Company, Supra, : £ any cluimoed profit

betwoen affilistes would disappoar wher :d in 2 system-wide profitc
be recognized.

65L, U5, Report).

apnlicnant and other
m, is not at 11l comparablu
This fundamental differcnce
Suprems Court of the Unitad
cns2 at pagoes 152-152
of the U.S. Repors. ‘wa will not eleborate dn such an obviaus fact
tut mercly will point to this decision of the Supreme Court.
Jo hold what Yestern Zlectric antitled to no
. zo applicant than applicant 1g »=ntitled
peyars, which wo have fownd ©o oo not over

5.4%. e, taereforc, raduce the contemplated inteorim rate incrcas

by 3900,00C ana will reso further considoration until the final
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The stuff offerad cortain tastimony on carnings of Jectern
Electric, based on the racent joint NARUC-FCC Subcommittee report on
Jestern Electric operations. Counsel for applicant objected to receipt
in Ld of rcecent data on Wastern IZlectric Company operations
rocelived tnrourh the NARUC-FCC. cooperative committee, insisting that
#If there ic some specifice information which is desired
with referonce o Western's operations waich ¢an have
soma legitimate boaring ta matters before this Commission
in tiis rate cnse, materinl which is pertinent to the
detarmination of reasonzble rates and reasonably so,
we con undartake to obuain it,. . W7
While the ££ withdraw its offcr nfter the objection noted in order
to expedite the complition of the int.rim showing, this Commission
eels impe in vicw of applicnnt's pasition, to reguire the fur-
ishing o ary dotnd roperss on Westoern, in ordcr that it will
be fully informed in the fu
Rates
In reaching a conclusion &s to the over-all increase as mecs-—
ured by revenues, we have considered, first the wage increases actually
effoctive as shown by the record, second the need to raise the return
on rote base to not exceed 5.6, and third the adjusthen; because of
the Western Ilectric costs.. We conclude that an increase in rates of

513,000,000 annually should be grronted on an interim basis.. This is an

inerease of 5.1% above applicant’s estimate of total intrastate

revenucs for the first half of 1949 cxtended to an. ammuall basis..
Clonrly the ovidence indicates the srentest decline in
earnings hns occurred in the intrastate toll classification.. The
objeetive exprassed in Decision No. 41416 was on cnrning lovel for
toll in aexcess of the exchanme carnings, with the particular toll
schadule ardered expoetad %o carn about 7.5% return. Actually, the
results, After considering the wrge increasas, show an earning of only
abnut 3% and apolicant eostimntes a further decline, computed on its
besis, tn 1.8%.. Without subscribing to the latter figure, it is
spvarent that a substantial increase in toll rates row is justified,.

=-10-




and the order will preseridbe the wessag 1 schedule os set forth
in Exhitit 21. This schedulc in general incrcases ctation day rates

L3

up to 90 milcs by 5¢ or 10¢ depending upon the mileage in certain

intervals, cexcept that there are a number of interwvals without in-

Person rates are ilnercased 5¢ to 20¢ over the ontire scb hedule,
and night and Sunday discounte arc reduced. The special 5¢ rate be-
tucen oxchanges less thon six miles apart is eancelled. Private line
and TwX services are incrcased. 7The over-zll revenue increase from
these changes is about 39,368,000 per annum,
«~ith thesc incrcases, the diversence between the state and
interstate schedules ig i ; This prodblem is under study by
the NARUC-FCC cooperative cemuittce on telephone regulatory problems.
It cppears that the dispority e ] ¢ toll charges and th
lower interstate toll charzes in part from the licecnsc con-
tract poy - : bosis frow this applicunt and other
operating suvsidiaries teo the american Tclephone nd Telegraph Compan
thus tending to ligop i ' : inverstate toll rates than would
otherwisc result.
Sxchange carrinss have ; cngidercbly better than the
ings, and it appears ings of the Jan Fraoncisco-
and Jan Dicgo extended areas arc closce to the levels con-
templatcd in Jeeision No. L1416. The Loc Angeles cextended arca

s, whille still the highest, have declined somewhas. Eowever,
tne carnings of the outside exchanzes both in Nerthern Californis and
in Southern California have declined in greater degroeec.

It uppears to the Conmission that an increase in £iat rate
buglnoeﬂ service rates is justified to bring the rates in the outside
cxch&ngos more in hermony with the message rates offective in

$v D&y ond Los angeles exchanges. Likewise, the
5t 3ay cxchange and Los angeles exchange residence

ratec ore vased on a differential of $1.00 bvetween onc- and “two o-party

“lle
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service, which is substantially greater than in other exchanges in . the
state and an increase of 25¢ in the other exchanges appears reasonable.
The order, therefore, will provide for a state-wide increase, 2s
follows: Per Month =
Incdividual line flat rate business service

(exchanges over 4,000 stations) . « . . . . 75¢

(exchanges 4,000 stations or less). . .+ . 50
Two-party £lat rate business cervice

(exchanges over 500 stations) . . . 50

(exchanges 500 stations or less). . 25
Suburban party-line busiﬁess service . . . <5
Individual line flat rate residence service . = 25

The basic rates in San Francisco-East Bay exchange and in
Los Angeles cxehange are not increased by this order. Such rates in
general are on a aigher level than the rates in the remaining exchanges
in the state. The increcases authorized herein for the outside ex-
changes still leave local rates &t & lower level in most instances than
the San Francisco-East Bay oxchange and the Los Angeles exchange rates.
The above schedule of increases will apply generally to other exchanges
in the extended areas and throughout the state, although‘individual
line flat rate business rates in certain extended area exchanges are
increcased by 75¢ instead of 50¢ per month.

Under this plan, rates for residence service of two-party,
four-party, and suburban grades in the state are not increased, nor are
farmer line rates incrcased. . The busineés‘message rates remain un-
changed, except in the extended area exchanges surroﬁnding the Los
Angeles exchange where the rates are out of line with the Los Angeles
exchange rate and an increase of 25¢ per month is provided in such
rates. -

Other miscellancous changes authorized include increases in
PBX switchboard monthly rates and installation charges, incre
rates for features in conncction with key telephone scrviee, cortain

forcign exchange rates, joint user schedules, and a general incrcase

-12-
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in semipublic coin-box guarantees, wnd provision for the conversion of
local semipublic coin-box service in the 3an Francisco-Zast Bay extended
area to extended service. The closure of loc2l service schedules cover-
ing one~, two-, and four-party and commercial and residenge PBX service
in tho Los Angeles extended areg; to new customers, axcept as 1o appli-
cations presently on file, as set forth in Exhidiv 28 but pormitting
supersedure, is provided in tho order.

A surmested rate of 10¢ for local messages from public coin-
box stations is worthy of serious consideration if cellection problems
ean be solved. The record on this point is not complete.

The over-all rcvenu e effect of the changes in exchange rates
authorized is cstimated at 33,632,000 annually. Appliesnt shall keep
aceurats and appropricte records of all exchange service customers So
that any rcfund, which may be due any of such customers, mey be readily
ascertained. © In case any individual rate or charge he*ein auy hormzpd
snall prove to be greater than that ultimately detarmined upen, such
charge shall be refunded a2t such time and in such manner as dutﬂrwmncd

by the Commission in the final decision, hereirn.

License Fee

In the Order to Show Cause Procceding instituted by this

Commission in Applicotion No. 28211 concerning the license
contract existing between applicant znd the American Telephone and
Telegraph Company, we pruscribed 2 regulation applicable to said con-
tract and ordered applicaint to conform to such regulation. Thc record
in said Order to Show Cause Proceceding was made 2 part of this pro-
eéding by order of the Commission and the record in the rate procecd-
ing in Applicotion No. 28211 wes also made & part of this proceedin |
by order of the Cemmission. In light of the fact that we are here
granting to applicant an interim rate incrcase, which will result 1in
incraased gross revenues upon which the percentage of gfoss revenues

payments nrovxded for by sald license contract would operate

we hereby find that it is in the public interest, the interest of the

c=13-
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ers, the minority stockholders of

preserive

to the zranting €0 unplicont of this interim rate increasc

y

find thut the prescription hercin of

in any wiy the 1 nterests of the
Compony. Tho reesrd in the Crder ©o
reeord thus fror develooad in this p

sufficient racord upon which to base

record in Applicatioz No.

said resulatisn in this decision 0s o

Show Cause Proceeding
OCb“dl»,

scid remulation

appiicant and ~App

Iy
&

licant,
crndition
Alsn, we

remulation will not prejudice

American Telephone and Telegraph

and the
constitute morc than a
in this proceeding

28211, Accordingly, said

regulation will be cmbodiced in tha srwder of this decision.

>

The rcceord shows the Califl
prescnt percesntage bagis
autherized herein, is at the
annual basis, based on apolica
half of 1949. The cvizence in this r-
ivs California
for avplicant to charge,

annual basis, for services rendered t

license c¢ontract an

ation, which

inercose of the amount of

of the Cormission tofore

services should £ ther in

cost below the amount »f 32,250,000,

rnin intrastate

after 21llowiny for the in

may pay

liernt will be

payment on the

terim increasc

mately 32, SOO 000 on an
revenues for the first
hat, as applicd to

A proper amsunt

b

wi7l we promulmated in szid arder.

$2,250,000 mist receive the prior approval

such in crunso 0f course,

reasonnble value or in reasonable

nired to con-

form its payments to such facts and reduce said amount accordinc~ly.
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Complaints as to serviée were voiced at the hearing by
representatives of the cities of Santa Cruz and Richmond and the
California Farm Bureau Federation. The Commission expects applicant
to investipate the situations mentioned and submit reports to the
Commission.

The representatives of Richmond, Santa Cruz and San lorenzo

Valley also brought specific rate vproblems to the astention of the

Commission.

The Richmond revresentatives pointed out that under the
vrovesed toll schedule, the rate for initial‘period station calls
between Ricnmond énd Zerkeley is increaced from 10¢ %o 15¢, although
in some instances the messase 15 belween stations only a few blocks
or less apart. The Commicsion will in this order provide that the

oroposed toll rate of 15¢ not be anplied between Richmond and Berkeley,

anc thet this charpe be neld at the present rate of 10¢ pending
The representatives of San lLorenzo Valley pointed out that

plan for that area andé had prescribed new rotes.
This is the fact, and a similar order is outstanding as to the
rionterey-Carmel arca. Inasmuch as these plans will not be effective
for some months, it anrears probacle that further hearines in ~his
nroceeding will be held orior thereto: the cuestion of rates for

extended service will be considered at that time. In the meantime,




of course, the rate changes authorized nerein will annly to the local
service. Ve do not in this order increase the individual line
business rates at Felton and Boulder Creel to $5.75 as sought, but
(rotal‘ the same classification as at present. The rate ordered
herein is 35.25 for each of the threec communities in San Lorenzo
Valley, including Zen lomond.

Attention was also called to the fact that the base rate
ared in the Santa Cruz coxchange has not been expanded for some time,
with the result that built-up areas are served by suburbarn lines.
The Commission will exnec¢t the ica within 45 days, to file
reports on the service and rate matters referred to, and the

Commission also requests a review of base ratec areas renerally,

looking toward reasonable expansion thercef as areas erow in size.

It will be understood that this proceedins has not as vet

been completed, and that the Commission is not necessarily acceﬁting

nr fifures quoted herein except for the purpose of this
interinm order. All motions incornsistent with this order are denied
without prejudice. The Commission believes it cssential that the
relief afforded by this order “e granted and placed in effeet
nromntly, s$o that the wart of the ovperations over which this
Commission has jurisdiction may earn its cquitable oroportion of
the financial recuirements of anplicant. By the same token, this
Commission must look to the interests of the telephone-using nublic
and the minority stockholders, %o e cortain that unjustified
rayments not be mode to ¢ controlling company, the American

Tclephone and Telegraph




INT=RIM OHDER

The Pacific Telephone and Telegraph Company having appliecd
to this Commission for an orcder authorizing certain increases in rates

ané cnorges and for such other or further relief as may be proper in

the premises, public hearings having been held, a motion having been

made and argued for a grant of an interim rate increase pending a
completion of the entire proceeding, and it appearing %o this Commis-
sion that certain incrcases are proper on an interim basis,

IT IS HEREBY FOUND AS A FACT that the increases in ratcs,
rules and conditions cuthorized hercin are justified; thercfore,

IT IS HZRZ3Y ORDEHRED us follows:

That applicant is cuthorized to file in quad“upllc te with
this Commission ufter the effcevive date of this. orde*, in
conformity with General Order No. 96, the schedules of rates,
rules and concditions shown in uxnlblu A attached hereto, and,
after not less than five (5) days' notice to the Cormnission
and to the public to make such rates effective by billing
periods on and afcer March 21, 19L° for vills covering
service furnished on and uf..e March 21, 1949, excepting
thet rates, rules and conditd Oﬂs DDllCuble to message toll
tel;phonc s;rvmcc shall be made effective March 21, 1S49,
and exceptin rther that increases mn installa 1on charges
shall be offective on applications received by applicant on
and afver March 21, 1949. .

That applicant shall xeep occurate and aporopriate records

of all exchange service cuss omers. In case ﬂny indivicdual
rate or charge herein authorized shall prove v0 be greater
that ultimately determined upon, the difference between

h cherges shall be refunded 2t sucn vime and in such manner

determined by the Commission in the final decision, herein.

-
>
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That applicant shal file 2 verified statement monthly within
forey (LO) days of the close of cach.month, covering Western
Blectric Conouny one*atmo 1S in substantially the form shown

by Exhibit £ zttached hereto, the first report to be for the
montn of December, 1948 and the reports for Decomber, 19.8

and January, l9L9 to be filed Nl thin forty (40) days from the
date nereofy shall file a verified stagenent annually, wmthxn
ninety (90) duys ¢ollow~nv the close ol cach year, the firs
report o be for the calendor yuaw 19L8, covering the earnings
by procduct classes of Nesucrn slectric Cowogny in substantially
the form shown by Exhibit C attached hereto; shell file, within
thirty (30) days from tqu oote '%ruOf a copy of the Western
Electric Company's cur uvlj effcctive published price list
appliceble to the applicant company, sucn price list to cover
items of Western Elec:rlc Company manulacture ané supplies
furnished to The Pacific Telephone anc Tele graph Company, for
which the “estern zlect ie Company no “ally issucs the price
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list, and shall, within five (5) days of the receibt by
1ppllcdnt fl;c a copy of all additions, changes, and
corrections to said price list as made from time to time.

As a condition to the granting of the herein interim rate
inercase, IT I35 HZREBY FURTHER ORDERED that, as applicd to its
California intrastate operations, applicant, The Pacific Telephone and
Telegroph Company, nercvalter, shéll pay t0 the Americen Telephone and
Telegraph Company, for services reandered by it or any of its affiliates
to applicant, no more than the rcosonzble cost incurrced in the rendi-
tion of such services or the rezsonable value of said services, whiche

the lesser. That in determining the reasonable value of any
service rendered, consideration shall be given, among other things, to
what it would reasonazbly cost zoplicant to perform such service with
its own organization. Services rendered to applicant, which, in the
judgment of the Commission, arc not reasonably required by applicant
shall not be paic for by applicant. Neither applicant nor any
offigcer, agent or sorvant of applicant, by any device whatsoever or
under any pretense or guise, direectly or indirectly, shall commit any
any concduct which shall be calculated to circumvent
tent of vhis order. ’
at applicant shall file with
this Commission, bimonthly, a verified report showing for the imme-
diately preceding two-colendar -mor:h period all payments made by
applicent to the American Telephone and Telegraph Company for services
rendered to applicant by said American Toelephone and Telegraph Company
and/or any of its affilistes, together with an itemization of said
services and the amount paid by applicant for cach type of service
rendered, such report to be filcd not later than forty (40) days after’

Y

vhe close of the period which it covers. Said verificd report shall

show, for cach type of service rencdered, the total cost incurred by

the American Telephone and Tclegraph Company or its affiliates in the

-18-




rendition of said service to applicant, and the payment therefor by

applicant on an allecated basis, segregated as to compaony-wide, total
California and Galifornie intrastate opcrations. The first report
shall be for th: months of January and February, 1649 and shall be
filed on or before April 9, 1949.

IT IS HEREBY FURTHER OXDERZD that, as applicd to its Cali-
fornia intrastate operations, the amount of $2,250,000, on an annual
basis, shall be adopted by applicant as the base and starting. point
for the program and procedure prescribed by this order and gpplicant
shall be entitled to pay, on an annual basis, to American Telephone
and Telegraph Company seid amount for services rendered to applicant
by American Telephone and Telegraph Company and/or its affiliates
pursuant to.the license contract; provided, hewever, that said amount
shail be adjusted to o lcsser or greater amount as the facts and
¢ircumstances may warrant, but, in no event, shall applicant pay more
than $2,250,000, on an annual basis, without first seecking and receiv-
ing the authority of this Commission so. to do.

The effective date of this order shall be twenty (20} days
after the date hereof..

Dated at San Francisco, California, this 41.3“- dey
of y. 1949 '

Commissioners.




Application No, 29854

I concur in the majority order granting to The Pacific
Telephone and Telegraph Company an interim lncrease in rates,
but belleve such increase should be granted without the condition
in the order.

I do not deem it necessary to avtach the provisions of
Decision No._ 42529 to this rate order in the light of appli-
cant's letter of July lat, 1948, which concedes that the Commission

in the exorcise of its rate making functions may, when justified

by the evidence, disallow as an operating expense any part of a

payment under the license contracte.

COmmigsioner




Application No. 29854

I concur only in that part of the foregoing order contained in
the first two paragraphs thereof, prescribing rates on an interim basis.

I dissent from other parts of the order.

TRA H. ROWELL,Commissioner.
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Arthur T. Seorre, Zuzene D. Bennett, Dudlev Zinke, and Oscar Lawler,
Tor apwlicant; Roger Arnebergh, L. C. Bean, and T. M, Chubb, for the
City of Los Anpeles; Arcaie L. Walters anc Georce W, Irvina,for the
C-*y of Purbank; Irvine M. Smith and Joso:h B, Lamb, fe¢r the City of
Long Zeach; Zverett I, leqn, for cthe City ot Sacrament o; Woodward M,
Tavlor, for the City oi san Jarino; C. M. Ozizs, for the Cities o
‘resnd and Coalinsas A, L. Hi 1Hpbrq , for the City of Fresno; Edso
Agel and J, J, Detel, *or the California Farm Bureau Federatlon,
Jnsech D, Hdlm S aﬂc Jonn C. Packard, for the CommunicatiorsWorkers
of Amer-ca; &. h. —osme., Tor tae D;rec or of the St aue Depa*tme“u
of ._“ance, state or Caxif ornia; John J. C'”oole, Dion R, Helm, and
raul L, RBeck, Por whe ::y and uouﬂuy oI San rancmsco, nmuel J.
Forman, icr tno Cities of Burbank, Glendale, ”a dena, Beverly hHills,
mnriowood, Il uCPLﬁdO, South Gate, South Paoade a, Culver Cluy, =l
Moate, Arcadia, and Gardena; Trank V- Rhodes, for the California
Independant Tnlephone Ass iazion; Immet n. Tomkins for the Civy of
Alnambra; Theodore X, dasmev, in propria pe*sona; arold M, Sawyer,
Howard C. Ellis, and orris powen:hal, for Slinor XKahn; John w.
Col.iier, -Archer Sowden, and oren . <ast, for the Civy of Oakland;

A. d. Linn, for the Cities ol antioch, concord, dMartinez, Danvi lle,
Lafayette, Rodeo, San Pablo, Valvom C".ck, for the founty of Contra
Costa, for the Champers of Commerce of antioch, Concoxrd, Contra Costa
County, and far the Improvement Associations of Lafayette and
Pleasant Hillsy J. Mareus Hardin, for the City of Piedmont: Samudl

Vickers for the City of Vallejo; Frank 0. Bell, for Solano .County;
ddmar Millhausor, for the Glen Park Property Uwners; Taubner G.
Hamma, ror the City of Stockton; Donald. H. Smith, Jor the Civies of
Soiedad and Sonzales; N. B, Smith, for the City of Santa Cruz; Mrs.
2. B, Wildar, for th ¢ 3an Lorenzo Chamber of Commarce; Lee Roberts,
tor the City of Richmond.
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INTERIM RATES

The presently effcctive rotes end conditions are chonged
cally oct forth in this Exhidit.

Sgrvice in San Franclsco - Enst Bay Extended Area
Extended Service Retes - Zach Primary Stetion

Rasidernco T'lat Business Flot
Rate Service Rnte Sorvice

Monthly Rete Monthly Rotes
On¢~Porty One-2ty. Two-Piy.

$ 4,00 $ 6.00 $ 5.25
4.25 7.00 6.25 (1)
4.25 7.75 7.00
L.25 8.25 7.50
L.25 8.75 8.00
4.25 - 8.00
L.25 - -

(1) Not offercd in Lafayette and Welnut Creelk.

only os specifi.

Extended
Semipublic
Min. Charge

Per Doy

$0.20
.22
.24
.24
.24
- 2)"
.25

Sen Francisco - East Bay Exchange Sorvice Rater

Semipublic coin-box service:

Mirimum charge per doy $0.25

Loczl Service Ratos - Ench Primsry Station

Resldence Flet Business Flat
Rate Scrvice Rate Service
Montbgz Rate Monthly Rotaa

One-2arty One-Pty. Two-Pty.

$ 3.50 $5.25 $4.25
375 5.75 L.75
372 6.50 5.25 .
3.75 7.00 5.75 k.25
L.00 7.50 6.25 4.50

Rates for loccl somipublic coin-box gexrvice are authorized to be cancelleq.

Subn.

$4.00
L.25
k.25

A
3
c
D
b

Rate Groupling

Locol Extended Exchonge Locol

Ixchange

Alvarado
Belvedere
Compbell
Centerville
Cortec Madera
Dacoto
Haywerd
Irvington
Lafayette

Tos Altos
Millbrae

M1ll Valley
Misglion San Jooe
Moraga
Mowntoin View
Nowark

Nilec

TLWErPWUWWW IO W

P 3 W E ED R VO G DD

Orinda

Palo Alto

Redwood Clity
Richmond

San Carlos-3elmont
San Jose

San Mateo

Sen Rafeel
Sarestoga

Sousalito

Sharp Pork

South Sen Froncisco
Sunnyvale

Welnut Creck

Weornm Springs
Woodside

* Suburban cervice not offered.

m»wwo»wwummwtqowtg

Extended
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Service in Loa Angeles Extonded Area
Extonded Service Rates - Each Primary Station

Regildence Flat Business Flat Busineos Msg. . Extended
Rate Sexvice Rate Saervice Rete Service Semipublic

Monthly Rate Monthly Rate Monthly Rete Min. Choxge
One-Party One-Porty Ono-Party ' Per Day
$ 3.50 $ 6.75 $ - $0.22

3.50 8.25 - 22

3.50 - 4.25(70) .22
3.75 - 4.50(75) .23
u.oo - h.75<8o) .2!*

Los Anceles Exchange Sorvice Ratea

Semipudlic coin-box service:
Minizuzm charge per doy $0.25

Local Service Rotes - Each Primsry Station

Residezce Flat Business Flat
Rate Service Rate Sorvice
Monthly Rate Monthly Rates
One-Party Onc-Pty. . Iwo-Pty. .Subn.
$ 3.00 $5.50 $4.50 $4.00 (1)
3.00 6.00 4.75 -
3.25 7.00 5.75 k.25 (2)
3.25 8.25 6.75 L.50
(1) Cenogs Park end El Segundo only.
(2) Compton ond Van Nuys only.

Add tho folleowing condition to Schedule No. 5-T, Individual and Porty Line Service -
Southern Californin:

The rates and conditions foar local service in this schedule, other than
suburban service, apply only to services egtablished or opplied for prior %o
Moxch 21, 1949, furnished to the same sudseriber, either on the same premises or ae
moved to o different address of the same subseriber within the somo exchange, pro- .
vided thero 1s no change in claas of gervice. Regrades of service, edditions to
tho service, =nd supersedures of service are peraltted under this condition.

WV WD

Rate Crouwping
Exchango Local ZExtended Exchange Local Extended

Albaabra Glendale

Arcadia Eawthorne

Beverly Hilla: Inglewood
Burbank-Charleston D.A. Lozita
Burbank-Chase D.A. Montebello

Canogo Park North Eollywood
Compton-Menle D.A. Pasedeno~Sycomore D.A.
Compton-Newmark D.A. Pasedena-Sylvan D.A.
Crescente Rescods

Culver City San Pedro

E1 Monte Torrance

Zl Segundo Van Nuys:

D.A. -~ District Area.

sWavaoar»0aayBo
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Service in San Diego Extended Area
Extended -Service Rates. - Each Primary Station

Reaidence Flat Business Flat
Rate Service Rate Servise
Monthly Rete MontlLly ¥ate

One.rarty Ons-Pty. Subn.

San Diego $ 4.25 $11.25 . 4TS
Other # 4.00 10.75 5.50

=xtended
§g§£gublic
Min. Canrge
Per Dﬁz _
$0.2>
.22

* Chule Vista, Coronsdo, ELl Cajlon, La Jolla,
s Mesa, National City, nnd Pecific Beach.

‘Service in Exchanaea Outside Dxtended Areas
lotnl -Sexrvice Ratea - Each Primary Station

Stetion Reaidence Flat Buginess Flat
Range Fate -Service Rnte Service
Co.Sta. Monthly Rate Montrly Ratea

et ——

Group 12/31/46 One~Party One-Pty, Two-Pty, Suba,
Singla Office Exchnriges o

Ltd. Bra.* $ 3.25 475
0c 500 x.50 5,25
- 50144, 000 3.75 5,75 .
4,001-8, 000 3.75 6.50  5.25
Over 8,000 3.75 7.00 5.75

+ Ixchanges where leas than 24.hr, aervicé wna furnished ao-of

Multi-Office Exchanpes

Bakerafield $4.00 v $7.50
Freano L,00 7.50
Monteroy LBLTS 7.00
Newport Beach CTT5 . - 6.50

 Riveraide L.oo . 8.50..

Sacramento 4,00 B.%0
Salinas 3.75 7.00
Santa Ans 4.00 7.50
Stockton 4_00 7.50
V~lleJo L,00 7.50

L
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Exchanae Serviec Sehedule -No., 11T

Publie Telephepe-Service

Semipudllc
Minimum
Chnarege

Per Doy

$0.17
.+18
[ $20
.22
.28
April 26, 1948,

$0.24
-1
, 22k

Lk
ok
. w2u
T o
. Lok

LI 4
1

| Modify Condition 1 to provide for the furnishing of pudlic telephone
service on an éextended sexvice bsols in nll exchanges and zones within the

3an Francisco-~-Eaat Bey extended nren,




Exchange Service Scheduls No. I2.T
Drivate Brench Exchange Service

Instollation Monthly
Exchongeo Where Qffered __Cherge Rete
Monusl E.uipment per Poaltion
Coxdless Typa Switchboard:
3 Trunks and 7 stotiocs $ 50.00 $ 6.00
5 Trunks and 12 stations 80.00 9.00
Cord Type Switchboard:
Non-multipler
40 lines or leas 120.00 15,00
41 to 80 lines ' 180.00 19.00
Over 80 lines 250,00 25.00
Multiple 600,00 35.00

The above installation cherges opply to applications recelved on or after
Merch 21, 1949.

Exchonge Service Schedule No. 13.T

Privote Braonch Exchange Trunk Line Service - Northern Californis
Exchangss Whera Offered
Trunk Rete:
Flat Rete Service:
Foch trunk line - 150% of the individusl line primery station flat
rote rounded %0 the lower 25¢ multiple.

Exchonge Service Schedule No. 1i-T

Privote Branch Exchange Trunk Lize Service - Southern Californis
Exchapges Where Offered

Trunk Rote:
Flat Rote Service:
Ench trunk line - 150% of the individusl line primery station flat
rate rounded to the lover 25¢ =multiple.
Mossnge Rote Service, except Eotel:
Tiypt two trunk lines - busimess individusl line message primory
stetion rate with no messoge ellowence.
Bach additionsl trunk line - 50% of recte for first two trunk lines
rounded to the lower 25¢ multiple.

Adé the folleowing condition: .
The rotes ond comditions for locol service in thisg ocheduls, other than
hotel service, apply only to aservices estoblished or epplicd for pricr to March 21,

1649, furnished to the ocxo subscriber, elther on the some premises or as moved to
s Al%erent oddress of the scme subaeriber within the same exchange, provided thexe

15 no chengo in clogs of sexrvice. Regrades of service, cdditions to the soxvice,
and suporsecdures of service ore permitted under this condition.

Krohange Servico Schedule No. 18.7 ,
Intercommunicating System Service

Exchanges Where Offered

Trunk Rote:
Flat Rste Service:
Each ‘trunk line - 150% of 'the Individuel line primary station flot
rete rounded -$o the lower 25¢ multiple.
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Exchange Service Schedules Nos. 20-T and 21T
Joint Uger Service

Rotes for Joint user pervice ore authorized in exchanges where the service
iz offered as followsn:

‘Rate per Month
Esch Joint Uscr Service

Joint Uger Service in Connection with:

1. 3Business individual line messege rate service $ 1.50
2. Sonmipublic sexvice 1.50
3. Flat Rote Sorvice: Rote per Month

Enck Joint User Service
In Connection With:
Buginess In- PBEX, Order Re-
dividual Line ceiving Equipmont
Where the Busineas Individual or Paxrty Lirce or L.C.S.
Linc Flat Rate lIs: : Flat Rote Serv. Flat Rnte Service

$L.75 $ 1.50 *$ 2.50
5.25 1.50 2.50
5.50 1.50 2.50
5.75 ~ 1.50
6.00 1.50
6.50 1.50
6.75 1.50
7.00 2.00
7.50 : 2.00
T.75 2.00
8.25 2.00
8.50 2.00
8.75 2.00

10.75 2.50
11.25 2.50

Fxchange Service Schedule No., 22-T
Xey Equipment Sexvice
(1) Xey Equipment Arrangemento: . Rate per Month

Cutoff:
Eock stotion aryonged for manuwal cutoff
of one or more lines, each line cutoff $0.25

Bolding:
ZEach lino orronged to be held by one or
more statlions

Bach stetion orranged to hold one or

more lines

Plekup:
Each stotion arranged to pick up one or
more lines, each line picked up
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Ixchanze Service SeHedule Ne. 30.=T

Foreign Exchange Serviee = Nerthern California

Primary rates for foreign cxchange local and extended services are adjusted
te the extent required by changes in the basic individual line, party-line, and PEX
trunit rates,

Licted Routes Between Contigsuous Exchances

Joint User Service MMerc Offered:

Bast Bay Zene Buciness Service in Hayward and Richmond and
San Francisco Zone Business Service in South San Francizes

Rate per Month

Each joint user in connection with:
Individual line business message rate service $ 4.00

Foreicn Exchange Mileace Rate: Rate for each 1/2
Mile or Fraction
Thereof per Month

Business Serviee:

EBach individual linc primary station 5 3,50

Each foreign exchange business trunk 3.50

Rate .for each 1/4 Mile or

Fraction Thereof per Menth

First one- Beyond First

half Liile ne=half Mile
Zone Zone

.

Residenee Service:

Bach individual line residence primary station 3 L.75 s L.75
Bach two-party linc resicence primary station:
Extended flat rate La25 Not quoted
Extended message rate 1.C0 Not queted
Local flat rate L.25 1.50
East Bay Zone flat rate Lo25 1.50
Each four=party line residence primary station 1.00 L1.25
Each suburban line residence primary station .50 W75
Bach fereign exchange residence trunk L.75 L.75

Listed Routes Petween Noncoatisuous Exchances

AlL listed routes, cxcept San Francisco service in
Pinole and in Sausalite,

Foreiern Exchange Milezge Rate: Rate per Month

Each individual line primary staticn or cach
PBEX trunk:
Each mile or fraction thereof & 7.00




Exehange Service Schedule No.. 35-T

Forelen Exchange Service -~ Southern California

Primary rates for foreim excha ange local and extended services are
odjusted to the extent required by changes in the basie individual line, party-
line, and P3X trunk rates.

Los Angeles Service in Contiruous Exchanres axnd Distriet Areas:

Susiness Messare Rate Service: Rate per Month
Exch, , Each
Hessage Rate Area Add'l.
Individual Line Rate: A¢lownnce A [+ Exch Mess..
Zach dndividual line station $12.00 513.25 814,50 5
Private Branch Zxehonge Trunk
Rate
Pirst trunk lire 300 18.75 20.00 21.25 5¢-
Zach ndditional trunk line - 3.75 5.0 6.25 5¢
Aesidence Nessage Hate Service:

Each two-party line station 60 3.25 L0 - 5¢
Joint User Services Rate per Nonth

Ench Jolint user in connection with
business message rate service:
Individual line service & 4.00

Los Anpeles Service in Noneoatisuous Exchnnres nnd District
Areas wWithln the Los Angeles Extenderd Area:

Susiness Yessnaze Rote Sesvice: Rate ver Month

Individual Line Rate:
Zach individual line stotion 200 = $1L.50 ~ 5¢

Private Branch Zxchonge Trunk Rates
First trunk line 300 - $21.25 - 5¢
Each additional trusk line 6.25

Foreipn Exchonge lileagze Rate:.

\here ofrfcred, except Reseda exchange Rate ver Month
First Znch zddtl..
One-half  1/L Mile or
Mile Fraction Thereof

Zach individunl line primory station

and each PRX trunk line S 3.00 $ LS50

Zach mile or
fraction thercof
per month

Reseda exchange:

Bach individurl line prlrﬂrv station
and- each P3Y trunk lin & 7.00

Joint User Scrvice: ' Rate per Month

Bach joint wser in connecstion with business
nessage rate service:r

Individual line serviee
Joint ugcr service not offered in Reseds exchange
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Exchanpge Service Sehedule No. 35-T (Cont'd.)
Foreien Exchanse bService = Southern California

-

Los anceles Service in Nonecontisuous Exchanges
Qutside Los Anreles Extended Area

Where Offered
Business Messace Rate Serviee: Rate per Month

Ench individual line station 200 ~ 810.75 - 5¢
Firct trunk line 300 = 17.50 - 5¢/
Each additional 4runk line 2.50
Each Nile or Frac~
Foreien Exchanee Mileage Rote: tion Thereof

Each individual line primory station
and rach PBX trunk line 3 7.00

Listed Routes Betwecen Contisuous Exchances

Primury rates for foreign exchange leesl oand extended services are
adjusted to the extent required by changes in the basic individual line, party=-line,:
ard PBX trunk rates.. ,

Foreisn Exchange Mileaee Hnto:

Jdtiere beth the foreign oxchange and loeal
oxchange are within the Los Angeles Exteaded Arca:

Rusiness and Residence Foreimn Rate for each 1/L Mile
EXehLanse oervice: or Fraction Thercof
) per ionth

Firct Beyond First
Qne-half CUne~-hals
¥ile Zone. Mile Zone

Baeh indiviaunl line primary station
and cack PRX trunk » 1.50 7L.50
Bach two-purty line orimary station::
Extenced flnt rate
Exteaccd messane rate
Loeal £lat roge
Euch four-party line primary station
Each suburban line primsry station

vhere either the foreign exchange or loczl
exchange or both are outside the Los Angeles
Extended Ares:

Business Foreisn Bxernnge Service:: Rate for each 1/2 Yile
or Iraction Thereof

' ver Month .
Each Individual Linme Primary Staticn First Second  Qver Two
and Ench PBEX Trurk:: Mile Mile . Wiles

San Bernardino service in Colton 53.50 56 .50 $9.40
Redlands " in Highland 3.50 5450 9.50
San Berasrdino M in Colten 3.50 6.50 9.50
Corona " in Riverside 3.50 3.50 3.50
Other business foreign exchange services 3.50 3.50 3.50

EXHIBIT A
Page B
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Exchange Service Schedule Wo, 35-T (Cont'd.)

Forclien Exehange Sorvice ~ Southern Cnlifornis

. Liated Routea Between Conticuous Exchanges

Forcian Exchange Mileage Rate:

Residence Foreign Exchange Service:

Ench individnel linc primary station
nnd ecach PBY trunk

Each two~porty line primary stetion
Each four-party line primary atation

Rate for each 1/4 Mile
or Frnction Thereof
per Morth
Beyond Flirst
Cne-holf
Mile Zone

Flrst
One~half
Mile Zone

$-1.75
1.25
1.00

$ 1.75
1.50
1.25

Each gudurban line atation - 50 , .75

 Joint User Serviee:

Where Offered:

The Joint uger rnte is one-half of the dusiness individual line rote
~ before any meszsage Increment s ndded, plus the Joint user rate for individunl

line or PBX irn the serving exchange, =5 get forth In Schedule No. 21-T, rounded
to the lower 504 multiple.

.. Listed Routes Between Noncontixuousn Exchanzes

Primery rates ‘for forcimm cxcherge loenl service are edjusted to the

extent required by changes in the basic individual line and PEX trunk rates.
Foreirn Exchonge Milcame Rate: Ench Mile or Fractlon
Thereof - per Month

Esch individunl lirne primary stetion nnd
ench PBY trunk

Teletyoewriter Exchange Service Schedule No, U43.T

$ 7.00

Rateo for TWX connections are authorized to be increased by 12%.
Private. Line Telephone Scrvice Schedule No. 45.T

Rates for interexchange private line telephone service nre euthorized to
be increased from $5.00 %o $5.60 per airline milo per month.

Drivete Line Teletypewriter and Morse Schedule No. 46.T

The bagic rate used in deriving the Interexckanmge private line tcletype-
writor and Morae channel rates 1s authorized to be inereesed from $2.00 to $2.25 per
airlinc mile per month. :
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Toll Service Schedule No. 53-T

Measaece Toll Telephone Service

T o Station Service © T " Pergon Service
. ¢ o Peld and Collect a - o raid and-Tolleel ™~ :
Mileoee tbny Zxc.ound. : Nizht fnd Sundav:Day (Except Sundey) :Night end Sundnvy:
¢ .7 7t Up tor First: Each © First : EBsch ¢ First:Each Addl.Min:First:Es.Ad.Min.:
B toand 23 s Addl.: 03 Addl. ¢ 3 T Firat: Over :. 3 :First:Over:
.t Over ¢ Inel,: Ming,: Min, : Mins. : Min, : Mins.: 3 : : I

0 10 $0.20 $0.05° Seme s dey rote $0.30 $0.10 $0.05 Same m3 day wate
10 15 A5 0 .05  Seme ag day rete .35 .10 .05 Same as day rmte
15 20 .20 05 Seme ng day mete 4O .10 05 Seme as day rote
20 25 25 .05 Same n3 doy rete 45 A5 .05 GSome ng dsy rate
25 30 .30 .10 Seme 23 day rate S50 .15 .10 Seme a3 dny rate

30 35 o35 <10  Same 73 day rote .55 .15 .10 Seme as dey rate
35 Lo 40 .10 Seme 25 dey vete .60 207 .10 Snme 23 day rate
40 50 A5 ,15  Same sg day wmtec .65 .20 .15 Ssme ng day rate
60 50 .15 Some a3 doy rete LTS .25 .15 Seme as dny rate
70 55 .15 $0.50 $0.15 80 .25 .15 $0.75 $0.25 $0.15

85 b0 .20 .50 .15 50 .30 20 .80 .25 .15
100 65 200 .55 .15 950 .30 .20 .85 .25 .15
115 70 .20 60 .20 1.05 .35 .20 .95 .30 .20
130 J5 .25 .65 20 1.0 .35 .25 1.00 .30 .20
150 80 .25 .70 20 120 W0 25 110 .35 .20

175 85 .25 .20 .25 A0 .25 110 .35 .20
200 - .90 .30 , 25 L35 W5 L300 1,207 W0 .25
225 95 .30 25 1400 s 30 L0 .25
250 L0030 25 1.50  .50° .30 45 .25
275 105 .35 30 155 .50, .35 L5730

300 110 .35 30 165 .55 .35 _ 50 .30
330 115 .35 - 300 1L.70 .55 .35 ~.500 307
360 1.20 .40 30 1.80° .60 L0 . 50 .30
395 1.25 .40 350 .85, W60 . o 35 35
430 1.30 Lo 35 1.95 .65 W0 550 .35

70 135 L5 .35 2.00 .65 .45 .60 .35
510 1.0  .L5 L0 2,200 .TO0 LS . 600 ko
550 1,45 R L0 2,15 .70 45 - .65 L0
590  1.50 .50 40 225 .15 .50 65 L0
630 1.55 .50 L0 2,300 .75 .80 65 Lo

685  1.60 .50 A5 250 80 .50 L0 A5
750 1.65 .55 L5025 80 .55 700 LS
795 170 .55 450 2550 .85 55 7545
850 175 .55 50 2,60 .85 .55 750 .50
905  1.80 .60 500 270 .90 .60 .80 .50
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The minimum chearge for n station 3ervice collect ¢rll is

$0.30 for the first 3 minutes, $0.10 for esch minute for the first.
three minutes of overtime and $0.05 for ecch minute over the first .
three minutes of overtine,

$0.05 for ench 2 minutes of overtime,

The toll rates which apply from an exchange .to o contiguous district -
area of n zone of an exchrnge are those shown nbove for 0-10 miles.

EXEIBIT A
Prge 10




e
M ;:Sxom ~F OV Wwr O

VESTERN SLECTRIC CO.; INC.

INCOME STATLVINT
(Dellars in Thousands)

: :Change from:
: : Previous : Year to

Month: Month - : Datc 3

Change from
Same Period
Prev, Year

GRCSS LCoE
Sales
Switchboards
Station Apparatus

Provection & Ouiside Plant

Radie Telephone Products
Rewairs and Services
Specialty Products
Total Apparatus and Equipment
Lead Covered Cable
Rubber Covered Wire
Line Wire
Total Lead Covered Cable & Wire

Supplies
Total Sales

Other Income, Inclucing Eouity in
Lamings of Subsicdiaries
Total Gross Income

CO3TS
Wages and Salardies
Paymeats to Trustee of Peasien Fund
Social Security Taxes
Provision for Force Adjustment
Cther Employment Costs
Total Emplayment Costs

Development & Eaz'r. Services B.T.L.
Materials & Other Services Purchased

Federal Income Taxes
Other Taxes
Total Taxes

Previsioen for Depreciation of Plant
Provision for Equalization of Development
Provisiorn for Plant Recoav. and Deferred
Maintcnance

Total Cost

Increase in Merchandise Inventeory

Cost of Plant Manufactured

Force Adjustment Charged to Reserve

Plant Reconv. &.Deferred Maintenance
Charged to Reserve

Other Deferred War Costs Charged to Res.
Total Cost Applicable o Gross Income

INCOME AVAILARLE FCR INTERRST & DIVIDENDS
INTEREST ON BCRRCWINGS

NET INCOME

NET INVESTMENT
PES CINT RETURN ON NET INVEST.(ANNUAL BASIS) 20000
NET INCOWE PER SHARE OF STOCK (ANNUAL BASIS)  oox

Subject to Imterim and Ycar—cnd Adjustments.

EXHIBIT B
Page 1
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WESTERN ELECTRIC CO., INC.

STATEMENT OF FINANCIAL PCI‘:EITION
(Dellars in Thousands,

Change From End of: ¢
EZnd of : Previous : Previous
¥enth :  Month . Year .

CURRENT AS3ETS
Cash and Marketable Securities
Reeeivables fyom Bell Telephone Cos. .
Recedvables from Others
Totel Reccivables

W0

Completed Merchandise~=Manufactures
Completed Merchandisc-Supplics
In Process MNerehandise
Raw Material and Zxpense Supplies-i'dse. -
¥erchandise~Inventory Valuation

Net Mewchandise Inventory

[
OO0 MmN

Total Current Assets

CURRENT LIABRILITIES
Payable to Suppliers, Employees & Others
Federal, State & Municipal Taxes Payable
Total Current Liabilitics

NET CURRENT ASSETS (Woriding Capital)
RENT, INSURANCE ,&OTHER PIFPAID COSTS

INVESTMENTS
Investmenta in Subsidiary Cos.,. (at
Eouity Value)
Investments in Bell Labs. (at Cost)
Other Investments
Total Investments

PLANT
Land
Builaings, Service Zauip.&.Machinery
Small Tools, Furniture and Fixtures
Total Plant at Cost

TOTAL ASSETS L5SS CURRENT LIABILITIES

RESERVES FCR
Depreciation of Plant -
Equalization of Development
Force AdJjustments
Plant Reconversion and Deferred Mainten.
Self Insured Risks
Total Reserves

NET _ASSETS |

Subject to Interim and Yeareend Adjustrents.

EXHIBIT B
Page 2
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WESTZRN ELECTRIC CQ., INC.

REANALYSIS OF CERTAIN ITEMS IN INCOMZ STATZIMENT AND
STATEVENT OF FINANCIAL POSITICON
(Dollors in Thousands)

: sChange from:" = ~ .t Change-from
3 -z Previous @ Year to. : Same Feriod
:Month: Month : Date : Prev, Jear

SALES BY CUSTOMERS
Bell Telcphone Companies
J.5. Government
Graybar Llectric Company
Subsidiary & Associatcd Companices
Other Customers
Total Sales

FAPENSTES
Dovelognent

Bell Telepnone Laboratnries, Inc.

Standarization of Eaquipmt.
Specifications

Patent

Other
Total Development Expense

Speeial Engineering
Total Merchandising Expense (Wet)
Total General Expense (iet)

Totzl Expenses (Lxcl.Fed.Ine.Taxes)

, Chanpre From End of
End of Previcus o Previous
Menth Menth H Year

YEASURZ OF NET JSSET

Notes Payable to Banks
Capitol at Steted Value
Cumulative Net Income Remadning Invested
in the Business
Total

Subjeer to Interim and Year-~end Adjustments.

EXIBIT B
Page 3




WiSTAAV ELECTRIC CO., INC..
NET PROFITS BY CUSTOM:A GROUPS

YZAR,

: Profits @ Net ;. Per Cent :
After :Invest— : Return on :
Taxes : ment - Net Investe:

BELL TELZPHONE COLPANTES
TELEPHONE PROLUCTS
SWITCHBOARDS
W.E.. Manufactures except:
Electronics Shop Procducts
Switchboard Trensmission
Switchboard Cables & VWires
Not W.E. Manufactures (W.E.Design)
Equipment Specifications
Installation
Total Switchboards
STATION APPARATUS
W.E. Manufactures excepts
Telephone Booths & Parts
Total Station Apparatus
PROTECTION ANC QUTSILE PLANT
W.E.. Manufactures except:
Clearing Products
Hardware
Steel Wire and Swrand

Total Prot.& Quiside Plant
HADIO TELEFHONE PACLUCTS
REPAIRS AND SERVICES
D.H.Repairs, Mfrs., and Services
H.H.Repairs
Other
Total Repairs znd Services
Total Telephone Procucts
SPZCIALTY PRODUCTS
Total Apparatus and Equipment
LEAD COVZRED CASLE
RUBEER COVERED "IRE
A LINE WIRE
' Total Lead Covered Cable & Vire
SUPPLIES
Total Operations
OTHER INCOME (NET)
Total

M~ OV WA

U.S. GOVERNMENT
TELEPHONE FPRODUCTS
SWI TCHBOARDS
W.E. Manufactures except:
Electronics Shop Products
Switehboard Transmission
Switchboard Cables & Wires

Nov WiZakmi gotures (1\GaDesign)
Eaquipment Specificatiens
Inatallation

Total Switchboards

STATION APPARATUS
W.E.Manufactures oxcept:

Telephone Booths & Parts
BN Total Station Apparatus

DNEIBIT C
Page 1




WESTEIN ELECTRIC €0., INC.
NET PROFITS BY CUSTOMRER GaCUPS
YEAR N

Profits : Net -: Per Cent :
After :Invest—:Retumrm cn - @
Taxcs ¢ ment :Net Invest,:

U.S. GOVERNMENT CONT!'D.
PROTECTION WD QUTSIDE PLANT
W.5e Manufactures except:
Clearing Products
Hardware
Stecl Wire and Strand
Total Prob.& Quiside Plant
RADIO TELEPHONE PrOLUCTS
REPALRS /ND SKRVICES
D.H.Repairs, MLrs,., and Scrvices
H.H.Repairs
Other
Total Repairs and Services
Total Tclephone Products
SPECIALTY PROLUCTS
Total Apparatus and Eculpment
LE/D COVERET C/BLE
RUBBER COVERED VIRE
LINE “WISk
Total Lead Coverced Cable & Wire
SUPPLIES
Tetal Operations

QTEER IWCOME (NET)
Total

BELL TELEPHONE T.BORLTORITS, DIRECTLY
OIWNEDL SURSIDILRY CCS,,- ANL EMPLOYELS
TELZPHONE PRODUCTS
ST TCKRBOARDS
W.E. Manufoctures creept:
Electronics Shop Products
Switchboord Transmission
Switchboard Cables & Wires
Not W.E.Manufactures (W.E.Design)
Eaquipment Specifications
Installation
Total Switchboards
STATION APPLRATUS..
W.EManufactures cxcent:
Telephone Booths & Parts
Total Stotion Apparatus
PROTECTION AND QUTSIDE FLAN
W.EManufacturcs except:
Clearine Products
Hardwarc
Steel Vire and Strang
Total Prot.& Qutside Flant
RALIO TEIZPHON: PROLUCTS.
REPAIRS AND SIRVICES
"~ D.H.Repairs, Mfrs., and Services
H.H.Repairs
Other
Total Repairs and Services
Total Telephone Products
SPECIALTY PROLUCTS
Total Apparatus and Zoulpmen

=
t’JO\O NIV W
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WESTERN ZLECTRIC CO., INC.
NE? PROFITS BY CUSTCILR GROUPS
YEAR

Profits : Net : Per Cent
After :Invest—: Return on
Sales Taxcs = ment : Net Invest,

LE.LD COVERED C/BLE
RUBBER COVERED 'IRE
LINg WIRE

Total Lecad Covered Cable & Vire
SUPPLIES

Total Operations
OTHER INCOME (NET)

- Total

OTHER CUBTOMERS
TELEPHONE PROLUCTS
SWITCHBO/ARLS
We.E.Manufactures except:
Eleetronics Shop Products
Switchboard Transmizsion
Switchboard Cables & Wires
Not W.E.Manufactures (W.E.Design)
Eouipment Specifications
Tnztallation
Total Switchboards
STATION APPARATUS
W.E.Manufactures except:
Telephone Boeths & Parts
Total Station Apparstus
PROTECTION /ND QUTSILE PLANT
W.EManufactures except:
Clcaring Products
Hardware
Steel Wire and Strand

Total Prot.& Qutside Plamt
R/DIO TELEPHONE PROLUCTS
REP/IRS AND SERVICES
D.H.Repairs, Mfrs., =nd Services
HuHRepairs
Other
Total Repairs and Servieces
Total Teclephone Products
SPECI.LTY PRODICTS
Total Apparatus and Equipment
LEAD COVERED CABLE
RUBBER COVERZD WIRE
LINE WIRZ
Total Lead Covered Cable & Vire
SUPPLILS
Total Operastions
CTHER INCOME (NET)
Total

b
2
3
4L
°
A
7
8
9
10
11
12
13
oA
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WESTERN ELECTRIC CO., INC.
NET PROFITS BY CUSTOMER GROUPS
YEAR

: ... Profits @ Net @ Per Cent
: After :Invest=: Returm'on
: Snles: : Taxes : mont @ Net Tavest., :

TOT/L NON=EELL CUSTCMERS
© TELBPHONE PROLDUCTS
~ SWITCHBOARDS -
W.EMmufactures except:
Elcctronics Shop Products
Switchboard Transmission
Switchboard Cables & Wires
Not V.E.Manufactures (W.E.Desisn)
Equipment Specificntions
Installation
Total Switchborrds
ST.TION /PP.LRATUS
- W.Z.Monufactures except:
Telephone Booths & Parts
Totzl Station apperatus
PROTECTION ANL QUTSILE PL.NT
. WEManufoctures except:
Clcaring Products
Hardware
Steel Vire and Straond

Total Prot. & Qutside Plant
D10 TILEPEONE PRODUCTS
REF,/IRS [N, SERVICES
. D.H.Repairs, Mirs., ond Services
. H.H.Repadrs
Other
Total Repadrs and Services
Total Telephone Products
SPILTALTY PRODUCTS
Total XApparatus and Ecuipment
1E/D COVERED CABLE
RUBBER COVEAZD YZRh
LINE WIRE .
Total Lead Covercd Cable & Vire
SUPPLIL3
Total Operations
OTH=R INCOME (NET)
Total

K; PBo wmwourwor
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.STERN ELECTRIC CO., INC.
NET PROFITS BY CUSTO/ER GROUPS
YEAR

: Profits : Net Per Cent

After :Invest=: Return on
:__Net Invest.:

i Sales : Taxes : ment

JLL_CUSTOMIRS
TELEPEONE PROIUCTS
SUWITCHROARDS
W.EMaaufaetures oxeeps:
Zlectronics Shop Products
Switchbonrd Tronsmission
Switchbonrrd Cables & Vives
Not W.E.Mrnufactures (W.E.Design)
Zquipzent Specifientions
Installation
Total Switchboards
STATION APPLAATUS
W.E.Manufactures cxcept:
Telephone Booths & Farts
Total Station Apparatus
PRCTHECTION AND QUDSILZ PLANT
- W.EMoavfactures exeent:
Clearing Froducts
Earéwarc
Steel Wire angd Strand

Total Prot. & Cutside Plant
RADIO TULEPHCKE PAQIUCTS
REP,IRS LRD SLRVICES
D.H.Repairs, Mfrs., and Services
H.H.Repzairs
Other
Total Repairs ond Scrvices
Total Telepaone Procucts
SPECILLTY PudDUCTS
Total Apporntus and Equipment
LEAD COVERZED CARLE
B2 COVERED VTR
LIE YIRL
Total Lead Covered Cablc & Wire
SUPPLIES
Total Cperetions
Bk TucoME  (NET)
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