Decision No. @ESE%B&;

BEFORE THE PUBLIC UTILITIES COMIISSION OF THE STATE OF CALIFORNIA
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In the Matter of the Application of
THE WESTERN UNION TELZIGRAPH COMPANY
for an order authorizing it to install Application No. 31026
a new rate structure applicable to

intrastate message tvelegraph service
within the State of California.

Pillsbury, Madison, and Sutro, by

Turner H, McBaine, and G, 'H. Eckhardt,

for applicant; LZdson Abel, for the
California Farm Bureau Federation;

Dion R, Holm and Paul L. Beck, for the
City and County of San Francisco;

John R, Ave, for the Board of Supervisors,
County of Solano; John W. Collier and
Loren W. East, for the City of Oskland,

OPINION

The Western Union Telegraph Company, hereinafter termed
Vestern Union, requests authorivy to place in effect a new general
rate structure applicable to its‘intrastate message telegraph services
within the State of California which will result in an over=-all
increase in annual revenues of approximately $120,000, or 2.85%, based
on operations for the year 1949. At the hearing in this proceeding
held before Commissioner Huls and Examiner Wessclls in San Francisco
on March 27, 1950, evidénce was presented and the matter was submitted
for decision.

The evidence shows that certain defeets, inconsistencies
and anomalies exist in Western Union's preseﬁt California intrastate

message telegraph rate schedules. ‘These irregularities stem primarily

from the use of city and stave boundariss to define geographical wnits

for rate-making purposes. Irregularities exist in loeal ¢city ratea,
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and in certain inter-city rates which pply in the San Francisco and

Los Angeles areas. There are cases whers rates are higher for cer-
tain distances than they are for other longer distances, Irregulari-
ties also exist in a number of the present rate "squares" due to the
fact that their boundaries have been altored to follow railroad
lines, natural barriers such as mountains or rmvers or state bound—
aries. |

For the past several years; Western Union has been working
on the development of 2 new nessage telegraph rate structure designed
to eliminate irregularities and undesirable features of the present
rate structure and to provide cqual charges for equal service, both
intrastate and interstate, throughout the United States. Such a new
rave structure was filed by Western Unmon with the Federal
Communications Commission on December 15, l9h9, and became effective
for interstate service nationwide on February 1, 1950, Also, Westcrn
Union's new rate structure is either in "effect or has been approved
for intrastate service in 40 states. In this proceeding, Western
Union secks authority to place its new rate structure in effect for
California 1ntrastate servxce.

The specific request of Western Union for changes in ratesl
is set forth in Exhibit 2 attached to the application. The requested
word rates for the principal classifications‘of service.may be sum-

marized as follows:
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tAlr=line: : Day Letter :
:Mileage :Full Rate Teleg;am .~ For :Ba, Add. 5 Words or IKraction :
: Zones :For 10 Words :Za. Add.:50 Words: 5 . - : :
:Trom:To : or Less : Word :or lLess : Words

0 75 $0.35 $0.02
126 225 .50 Ok
226 425 .60 .05
L26 <750 .75 .06 ' .
751 1125 .90 .07 1 .09 .07

tAir-line: Night Letter : Serial

:Mileage : For  :2a,Add, 5 words or Fractxon i For T ka, Add. ¢
: Zones :25 Words: 20-50 : 51-1 T Over 100 :50 Words : 10 Words
:From:To :or Less : Wg;gs;:ewords - Words :or Less :or Fraction:

0 %0.30 $0.03  $0.03 $0.02 $0.60
76 30 0L 03 .02 75
126 35 .05 .03 02 .95
226 45 .06 Q4 .03 1.15
L26 655 007 005 -OL& l.lro
751 .65 .08 .06 0L 1.65

The new rate structure is based on the division of the area
of the Unlted States into 50-mile square blocks, arranged in brick |
fashion, for the purpose of delineating rate zones or areas. Six
rate zones are applicable to intrastate se;vice in California as .
indicated by the tabulation of rates above. The mileages are.deter;-
xzined on the basis_of air~line distance from rate square center to
rate square center, Under this plan; the same rate applies from any
office in a given rate square to all other offices in rate squares‘
equidistant from the originating office square. This results in
complete uniformity of rates with respect to distance both interstate
and intrastate throughout Western Union's telegraph system.

The requested changes in Western Union's ratesAdo not apply
to rates and services applicable between any of Western Union's offices
in California and any eities or toll stations where telegraph service

is furnished exclusively by The Pacific Telephone and Telegraph
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Company. In such cases, the rates of the Pacific Company will
continue to apply.l ’

| Under the proposed new rate structure for message telegraph
service; toth increases and decreéses in rates ranging up to more
than 40% would apply in individual cases. The net annual increase of
approximately ;120,000 consists of gross increases approximating
531,000 and gross decreasss abproximating $190,000.

Western Union presented evidence relating to its intrastate

operations for the year 1949 under present and requested rates os

follows:

Under : »Under : :
Present @ Rates : :
Item : Rates : Hequested :Difference:

Operating Revonues $ 4,127,303 § 4,246,979 119,676
Uncollectible - 8,109 8.718 1309

Qrerating Raevepues Less ~ ' . : T
Jncollectibles L,118,894 4,238,261 119,357

-Operating Expenses, Depreciation, - ~ ‘ '
and Taxes __ 5,205,222 5,205 222 . -

Net Cperating Revenues (1,176,328) (1,036.961I) 119,367

(Red ripure)

Witness for Vestern Union testified that the investment in

plant assignable to California intrastate operations would be 38% of

327,747,937, or $6,744,216 for the year 1949, He also testified it

would be reasonable to apply VWestern Union's system ratio of depre-~
ciation reserve to investment to the Callifornia ‘intrastate investment
in developing the reserve for depreciation assignable to intrastate

operations,

1/ The Pacific Telephone and Telegraph Company filed an application
with the Federal Communicztions Commission on February 1, §9L9,-re-'
questing authorization to discontinue message telegram service fur-
nished by said company. Attached to the application and made a part
thersof 1s an agroement covering the sale and purchase of message
telegram business of the Pacific Company by The Western Union
Telegraph Company, subject to the approval of federal and state regu-
latory cuthoritics. Hearings before the Federal Communications
Commission wure concluded in January, 1950, and the matter was sub-
mitted on briefs. ' a
~ly-
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The California intrastate revenues and expenses presented
by Western Union are based upon”allocations among states and separa-

tions between interstate and intrastate operations. Exhibit 15 con-

tains the separation methods and procedures used by Western Union in
developing the California intrastate operating results. These methods
differ from those used by Western Union in prior proceedings before
this Cpmmission. The new methods give recognition to recent changés
in methods of handling traffic with the introduction of reperforator
offices at Qakland and at Los Angeles. These reperforador centers.
not only handle intrastate and interstate traffic originating in
California, but also handle intrastate and interstate traffic origi-
natihg in several other states in the reperforator areas.

The message revenues have been separated between interstate
and intrastaté operatiohs on the basis of actual studies of message
traffic which are made currently. All costs within each of the two
reperforator areas have been segregated as between (a) costs of |
operating the reperforator switching stafion, (b) costs affected by
distance, or area transmission costs, and (¢) costs directly assign-
able to the traffic of each particular state served by the reperforator
switching station. By the use of certain factors developed from mes-

sage statistice, an allocation was made of California's portion of

reperforator switching center costs, transmission costs, and directly

assignable state costs as between interstate and. intrastate traffic.
While these methods of allocation may not be accurate in all respects;
it is evident that possible inaccuracies would not affect the shOWing,
for 2 rate increase in the amount requested. However, the methods‘df
scparation will be left open for further study.

No one appeared ot the hearing to protest the granting of
this application. A review of the evidencelpresehted leads to the

conclusion that the new general message telegraph rate structure
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which Western Union secks to place in effect fér'balifornia intrastate
traffic will eliminate present defects and irregularities in rates:and
©stablish the same rates for service between all rate §93§rgg'whic$ are ?/
the same distance apart; and that the requested increases in rate :

should'be authorized.

The Western Union Telegraph Company having applied to this
Commission for an order acuthorizing the establishment of a new generala
rate structure for message telegraph service resulting in certaiﬁ
increases in California intrastate telegraph rates, 2 public hearing
heving becn held and the matter having been submitted for deczslon

IT I3 HEREBY FOUND AS a FACT that the increases in rates
auvhorized herein are justified, therefore )

IT 1S HEREBY OaD ZRED that The Western Unlon Telegraph
Company is author;z d to f:le in quadruplicate after the effective
date of this order, in conformity with General Order No. 96, a sched-
ule of rates and conditions consistent with those set forth in
zxhibit 2 attached to the application and, after not less than five
(5) days' notice to the Commission and to the public, make said rates
znd cenditions effective for service rendered on and afterJMﬁy l‘ 1950,

The effective date of this order shall be twenty (20) deys
2ftver the date herecof.

Dated at Los angeles, California; this é?é;éi

of 4@/%) , 1950.

Ccmmissioners.




