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De cision No __ "-_..::_4_9_2_3 __ 

BEFORE !HE ?UBLIC UTILITIES CO~~~ISSION OF THE STATE· OF CALIFORNIA 

) 
) 
) , 

) 
) 

In the IJia,t.ter or the Application of 
THE PACIFIC TE:':SPHONE Al:D TELEGRAPH 
COy~oANY> a corporation 1 for authority 
to increase certain intrastate rates 
und charges a?plic~blc to telephone 
service furnished within the State 

) Application No. 31300 
) 

of California. ) 

--------------------------------) 
(Appearances ~re shown on attachment annexed hereto.) -.-

OPINION AND ORDER GRANTING MOTIOr; TO DISIJIISS 

O?I~~ION 
......, .... - ... -----

Under date of April 14, 1950, The Pacific Telephone and,Tele­

graph Company, a corporation (hereafter referred to as ~pp1ic~nt), 

!iled its application in the above-entitled proceeding requesting an 

increase- in its California intr~state rates in the total amount of 

;~130 1000,000 on an annual ba.sis. S~id application was ~et for hearing . 
on Septer:tber 27, 2S, and. 29, 1950', o.t San Francisco, Californic... At 

the outset of the hca.rino1 on September 27, 1950, applie~nt filed. an 

amendment to i~s ~pplication requesting ~n additional r~tc 'increase 

of ~) 000,'000 on an o.nnu:ll bllSis, alleging said amount to be necess~ry 

in order to t~ke co.re. of the incre~sed Feder~l tax burden resultinz 

from the Fedcr~l Ravenue Act of 1950. Thus, applic~nt is ~sking for 

~ tot~l incre~$e in gross revenues of ~36,Ooo>OOO on an ~nnu~l basis. 

J~pplic\:lnt proceeded to rr.akc its ~!l'irmati va' sho'N'ing in sup-­

port of its ~ppliclltion ~~d comploteci the same on September 29, 1950, 

having consumod three d~ys in its prczentation. 
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At the close of ~ppliccntTs affirmativ~ showing, its e~sc 

hc.ving been complc'ted, counsel for the City of, Los Angelc:;;, a protes­

t~nt in this proceeding, moved t~t the proceeding be di~issed on ~hc 

ground that applic~nt hod fuiled to prove even ~ prima :r~cic case. 
, 

This mo'tion to dismiss w~s joined in by the City ~nd County of San 

Francisco" .l protestant in this proceeding, ,and nu.mcrous othor pro­

testants herein" whose n...'Uncs are he:rein:lf'tcr design:. ted in Exhibit: ' 

'lYe, ,;' attached hereto. S~id motion wc.s Q.rgucd c.t length, end w~s tcl~en 
I 

~~dcr submission. 

The Commission ha.s given careful consideration to the show­

ing ~do by applicant and the grounds upon which said motion to dis-

miss iz based. 

In pc.ssing upon Solid motion, we must view tho showi~Z made 

- "by applicant in its most fo.vor~b10 lieht with duo regard,' howover, to 

the rules of l~w appliccblc to a proceeding of this n~turc. This is 

not ~o say th.l't we must adopt ~pplic~ntTs theory and philosophy, if 

such be contr.:l.ry to law. ~·rc must keep in mind thc.t this is 'not an 

.o.dvcrs.lry procoeding in the sense thlt, as in eon ordioory civil cCl.se, 

only .:l. p~i~~ fncic CCl.se must be shown. This is Cl. lcgislctivo prococd-
, 

ins in which the burden of proof rests most heavily upon Cl.pplicc.nt to 

provo by clear and convincing evidence that the presont rctcs of which 

it complains wo~k ~ confiscation of its property.' (Federal Power Com­

mission v.HoRo Nnturo.l Gas Co., 3,20 u.s. 59l , 602, as L. ode )3)" 

345; Lindhci;n~r v. Illinois Bell Telephone Compc.nz, 292 u.s. 15l, 169, 

l75 , 78 1. c~. 11e2, ll94, 1197; Smyth v. ~, 169 u.s: 466, 547, 42 

L. cc.. 819 1 S49; !f~rkot. St!'C0t R.n,ilw~y Co. v. R~i1rond Com!'lli!j!:::i.:.QE.., 

24 Cal. (2d) ;78, 399 - af£::1'd by the Supreme Court of the United 

StCt0S, 324 u.s. 54$, $9 L. cd. 1171.) The foregoing cases hold t~t 

there is a strong prcs~~ption of the v~lidit.y of such rates. (Sec, 

tl.lso, to the s~mo Gffcet Northern Pacific' ?..cilwny Co. v. r~orth Dckoto, 

236 u.s. 585, 604, 59 L. cd. 735, 745.) Also, Section 20 of ArticlcXII 
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of ~he S~atc Constitution provides t~~t in ~ proceeding of this 

. r..aturo the sole quostion presented is whether the: r~tcs est.:.blished 

r~su1t in confisc=.tion of the property or :l public' utility. 

(Lindhoimer v. Illinois Bell Telephone Company, 292 u.s. 151, 169, 

7$ L. ee. 11S2, 1194.) 

!his Commission is not bound by the convcntio~l rules of 

procedure observed by the ordinary court :lnd m~y cst~blish its own 

rules of procc~ur~ con~1otcnt with a due observ~nce of due process of 

l.:.w under th~ mand:lte of the Fcdcr~l Constitution. (Snunby v. 

R::lilroad Commission, 191 Cal. 226 .. 231; ~ v. ~ilroad Commission, 

15 Cc.l. {2d) 612, 61S.) 

~t the herein proceeding is not ~n ~dvcrs~ry procc~ding 

~s bo~n well pointed out by tho Supr~mc Court o~ New Jersey in ~ 

un.:.~imous decision rendered by it on June 27, 1950, in tho C':'$O of 

?ublic Service Coordinated Tronsport & Public Service ~nd !ntor.st~tc 

Trnnsoo~~tion Company v. St~tc of New Jorsc~1 74 A. 2a 5eO, 591-592. 

The Court 1 ~pc:a.king through I-Ir. Chief Justice Vc.nd(:rb11t, held .'1$ 

follows on this p~rticulcr point: 

1'It must be cmpmsized tMt r.:-.tc ~king is not 
~n ~dvcrsary proceeding in which the applying p~rty 
needs only to present ~ ?ril'~ f~ciQ case in oraer 
to be entitled to relic!. nere must be proof in 
th~ record not only as to the ~ount of the various 
~ccounts but ~lso sufficient evidence from which the 
ro~so:ul.blct" .. css of the: c.ccounts con bo determined. ft 

The Court WE:lnt on .f'urthl;).r to point out that neither it nor the regu­

latory body ~y lcwful1y ~cccpt th~ books of ~ecount of ~ public 

utility at r~cc v",lue in ~'rntc Colse in which rc~~ono.blcncss is ~lwo.ys 

tho prinulry issue. The Supreme Court of NC'fl' Jersey st.nted no new rule 

of.' law but merely emphasized a rule 0.$ old as regulation itsc:'f. 
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In considering this motion to dismiss, we must keep in 

mind. that this applicant has been be!ore t.he Commiss·ion almost 

const~ntly since February 14, 1947, when it filed its first. of a 

series of r~te applications, and July 26, 1949, when this 

Commission issued it$ last decision gr~nting rate increases to 

applie~nt. All during the time between the two dates above men­

tioned, this Commission has been occupied ~~th the rate problems -
of applicant. During said time, sever~l decisions gr.anting rate 

incre~ses to ~pplieant were issued by the Commission, the last 

being issued. on July 26 1 1949, as above noted. From June or 1947 

to July 26, 1949, this Commission gr~nted rate increases to· 

applicant totaling $54,700,000 on an annual basis. In this connec­

tion, attention is called to the decisions of this Commiss~on 

involving the D.l'plicant reported in 4$ Cal. P.U"C'. I; 4S Ccl. P.U .. C·. 

487 and 4$ Cal. P.U.C. 823. The foregoing do not constitute all th~ 

decisions granting rate increases to a,plic~n~ during the period 

of time ment.ioned :lbove but they do illustrate generally the c~n­

ziderat.ion which·this Commission has given to applicant in the very 

recent post so far as rate relic! is concerned. Furthermore, it 

~ust be kept in mind th~t there is a zone 'of reasonableness in so 

far as rates of a public utility may be concerned. (The Paeific 

Telephone p.nd Telegraph Company v. Public Utilities Commission, 34 

C~l. (2d) 822, S29.) Heretofore, the COI:lmission has allowed 

applicant a return of 5.6 per cent and has found such rate of return 

to be re~sonable. However, such finding doe~ not mea~, either in 

law or in fact, thct anything l~ss than 5.6 per cent is confisca­

tory, there being a zone of reasonebleness in c~leul~ting ~ny rate 

of return. Therefore, ~pplieant may not show.confiscation merely 

by showing thot it is reeeiying ~ rate or return somewhat less than 
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5.6 per cent. The fact, if true, that the applic~nt is earning 

less 'than 5.6 per cent, would not prove coniisc3tion. 

If the law requires the ,;rD,nting of, this motion to 

dismiss) the Commission is in duty bound. to do so. It would be CI. 

waste of time and effort and would involve a needless expense to 

proceed further, if the end result must be a denial of this appli­

cation for an increase of rates. A due regard for proper proced­

ure impels this conclusion. An opposite course would be clearly 

contrar.y to the public interest. 

~lith the foregoing rules and principles in mind, we shall 

proceed to examine the showing made by applicant to ascertain if 

such showing demonstrates by 'cle~r ~nd convincing evidence that the 

rates, which it presently enjoys, result in confiscation of appli­

c~nt's property. 

In considering the showing ~Cl.de by ~pplicCl.nt, we must 

keep before us the fact that rate relief was granted to ap,lic3nt 

b1 this Commi~sion as lote as July 26, 19~9. The rates established 

at that ~ime are the 'rates which applicant now enjoys and pursuant 

to which it is pre$ently operatin~. As has heretofore been pointed 

out, the TJresent'rate a,plication W3.S filed on April l4, 1950, less 

than a year subse~uent to the granting of rate relief ~o the appli­

cant. In such circumstances, it is obvious that the present r~tes 

of which applicant co~plains h~ve not had ~ reasonable and fair 

trial. This is all the more true because or the present unsettled 

economie condition and the present pendency of a war economy~ of 

which this Commission takes judicial.notiee. 

Although ~pplicant amended its application at the hearing 

of this 'Proceeding to cover the anticipated additional tax burden 

resulting from the Federal Revenue Act of 1950, it did not pli:\ce 

in evidence any ~ctunl Calirorni~ intrastate oper~ting ro~ults 

co-,e~ing periods. sU'bseq,uent to A?ril, 1949. 
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Applica~t's evidence indicates that the present rate level 

would have yielded it a 5.8 per cent return on its California intra-
, " 

state operations calculated on actual operation~ for the first four 

month:; of 1949, annualized. It,S evide~ce £urcher shows that a. rate 

of return of 5.4 per cent will be realized by it on estimated opera­

tions for the year 1950 and that a rate of return of 5 per cent will 

be realized by applicant for the estimated year 1951. It will thus 

be 3ee~ that applicant bazes its claim of confiscation ~rimarily upon 

estimates for the future bcc3use the evidence clearly shows that it 

could not clair:l confiscation b~sed upon its oSctual operating results. 
i 

This is a fair ch~racterizotion or the evicence in support of appli­

cant's case, giving full b~nefit to every claim which it m~~s both 

from the star.d.point of revenuos and operating expense. 

Certain cases decided by the Supreme Court of the 

Unit~d States throw considerable light upon the solution of the 

situa:tion hero presented, when applicant T s estimates are contrastec. 

-.-lith the actual operating results. In the case 0'£ Simpson v. Shepard, 

230 u.s. ;52, 465-466, 57 L .. ed .. 1511) l56e, the Supreme Court 

obst;:rvod as i'ollows with reg:?rd to estimates: 

'~e are of opinion t~~t, on an issue of this 
char~cter, involving th~ constitutional validity 
of state action, gener~l estim~t0S of the sort 
here submitted, with r~spect to ." S\lbject so intri­
cate and importan~, should not be aecepted as 
adequate proof to sustain a finding of confiscation." 

vr.~ile it is true that the facts in the Simpson case were not the same 

os the f.lcts in the instant proceeding, nev~rtheless, the principle 

therein ~~nounced by the Supreme Court is the same and applies to the 

situation here presen.ted. In other words, if it lies within the power 

or a public utility to present actual operating results, it is the 

,duty of such p~blic utility to do so instead of attempting to base its 
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c~se upon estimotes and judgment figures. As will hereafter be shown, 

later operating results could have bQcn pl~ced in evidence by appli- , 

cant but it chose not to do so. These later operating results arc at 

variance with the estim~tes which 8pplic~nt submitted in evidence in 

this proceeding. Again commenting upon the necessity for ac~u~l 

experience in order to judge the necessities of the future, the 

Supreme CouI"C pointed out in the 'case of Smith v. Illinois Bell 

Telephone Com'Oany, 2$2 U.S .. l33, 1;8, 75 L. ed. 255, 26S, th3.'C 

ff# * * it is evident thot P3St experience is an indication of the 

compilny's requirements for the ,.future.'" It is a truism thc.t the best 

guide '~e have for the future is the experience of the past. Rates 

being made for ~he future, it .follows that ~ r~te order, which is 

compensatory when made, m~y cease to be compensatory because of 

untow~rd future events end it is equally true that a rate order, which 

is confisc~tory w~en made, may become compensatory because of improved 

future conditions. '(Lindheimer v. Illinois Bell Telephone Compnny, 

292 ~.S. 151, 155, 78 L. ed. ll$2, 11S7.) In the 1indh0imer case the 

Court pointed out that the contention made by the utility W::l,S irrecon .. 

eilable ,with 'the realities sho'V.'n by it s ilctual operating results and 

the physical condition of its plant 3nd the Court followed re~litie$ 

r.:ther th~ the theory o.f t.he utility as to what should have been the 

fac't.. (Pages 169-176, u.s .. Report.) Again, the Supreme' Court in 

R.:;ilro;Jd Commission..,. Pa.cific Ca.s & Electrie Co., 302 U.S. 3$$, 

)~7-399, e2 L. cd. 319, 32;, cautioned ~gainst accepting esti~~tes, 

saying: 

"There is no principle of due process which 
requires the rate making body to base i't.s decision 
as to value, or ~ything else, upon conjectur~l and 
~~satisfactory estimates. We have had fre~uent 
occasion to reject such estitu:l tes. ~Linncsota Rate 
Cnses (Simpson v. Shepa~d) 230 u.s. 352, 452, 57 L. ed. 
15111 156~, 33 S·. Ct. 729,.48 L.R.A. (N.S.) 1151, 
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Ann. Cas. 19l6A, 18; Los &~geles Gas & E. Corp~ 
v. Railroad CO~isioni supra (~89 U.S. pp. ;07, 
.310 311, 77 L. ed. 1 9.3, 1195 7 1196

i 
53 S. Ct. 

6.37); tindheimcr v. Illinois Bell Te eph. Co~ 
292 U.S. 1511 163, 164, 78 L. ed. 1182, 1190, 
1191, 54 S. ~t. 65$." 

It is obvious that this Commission may not e1os~ its eyes 

to the actual operating results of applicant and accept estimates in 

lieu of such results.. It must be realized that an estimate is always 

fallible to some degree and that it lies within the power of an 

estimator to condition and control his· estimates d.cpending upon his 

approach to the problem and the underlying philosophies of such 

approach. ~~benever estimates conflict with actual operating results, 

estimates must be disregarded. 

On the last day of the hearing in this proceeding 

(September 29, 1950) it ca~e to the attention of the staff of the 

Commission that qpplicant had published in the local press a state­

ment to.its shareholders undor date of Sept~mber 29,1950. Upon 

demand of the staff, the Coomission W9,S furnished ... rith copies thereof. 

A copy of this statem~nt is annexed to tpis order, marked Exhibit TfA,n 

and by reference is made a part hereof •. The operating results . 

embodied. in Exhibit "A" (system-wide results) are not referred to 

herein for the purpose of establishing California intrastate results 

for the period.s covered by such report but for the purpose of com­

parison to test the validity of the intrastate operating results, 

actual and estil:lated, submitted by applicant in cup,ort of its case. 

At this point we wish to observe that it was the. duty of applicant 

to offer in evidence these l.s.te opera.ting results as shoi-m by 

Exhibit ~A" and not to wait for the Co~~~sionto require their dis­

closure. That these results were available to applicant prior to 

September 29, 1950, is obvious. A cursory examination of theSe 

op~rating results de~cnstrates that they are in harmony with the 

actu.al operating results of o..pplicant, so far as disclosed by 
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ap~licant's evid~nce. In o~her words, th~ revenues trend is upward 

az well as rate of return, which belie applicant's estimates for 

1950 and 1951. ~~lso, these rc~ults r~fl~cted by E"..hibit "Aif 

d~Qonstrate that applicant e~rned ~e.55 a zhar~ on its common stock 

(~lOO par value) for the t ... tcl ve months ~nded Aur;ust 31'1 1950, as 

compar~d to ,~6.0e a share for the twelve months ~nd.ed Au::u,st 31, 

1949. For th~ thr~e months ended August 31, 1950, this r~port 

shows earnings of ~2.4l a share on its common stock ~s against 

earnings of ~1.79 ~ share for the thr~e months ended August 31, 

1949. The fordgoing rdsults show an increasing n~t income, rather 

than a declin~. 

Th~re is nothing in thes~ late operating results t.o 

in.dicate d~clining revenu~s or a declining rate of return. 

Based upon the record in this proc~edine and the foregOing 

exposition thereof, it is abundantly ~lear) and \Ire 30 hold, thc.t 

applicant has failed to show by clear and convincine evidence, or 

by any subst~tial ~vidcnc0, thut the r~t~s, und~r which applic~t 

presently operat~s, work a confiscation of its property or ~ny 

thereof. As a mo.ttor of i'3.ct, the actu~l operating r~sult$7 

wncrt:ver sho .... 'n, clearly demonstrate ~ increasing revenue and a.n 

increasing ro.to of 'return ~nd on~ in ~xcass of 5.6 per cent, hereto­

fore fo~~d by this Commission to be fair ,~d reasonable. It is only 

... rhen :lpplic: .... nt b.:lses its calculations wholly upon c·stiraatt:lc that the 

rate of return becomes d~pr~ss~d below 5.6 per cent. Th~reforct it 

becomes th~ duty of this Commission to grant the motion to dismiss. 

In th~ foregOing opinion, \-tC h'w~ given :lpplicant cr€:di t 

for all it claims in th~ way of r~v~nues, op~rating exp~n$es ~nd 

r~te baSe, so r~r ~s any actual operating results ,lrC concerned, 

and ho.ve fo~~d that it ha.s not provon a c~ze of confisc~tion. 

HO't/ev'-!r 7 W(: wish to call attention to certuin charges to op.::r.1ting 
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exp~nse and items included in the rate base, which this Comoission, 

h~retoforc, has held to be unauthorized and unlawful and has dis­

allowee. In this connection a~tention is called to our prior 

decisions involving rate increases gr~~ted to this applicant, which 

are reported in 4$ Cal. P.U.C. 1, ll, 15, 21; 4$ Cal. P .. U.C. 4$7, 

491-493; 48 Cal. P.U.C .. 823, $26-$35, $,36-$39, 84l. 'Vie will not 

restate here what we there held with regard to the treatment which we 

accorded to working cash capital, the license fee charges made against 

applicant by its parent, the American Telephone and ·Telegraph C~mpany, 

which o-..ms approximately 90 per cent of the tot.;J.l outstanding capital 

stock of applicant, the sales made to applicant by Western Electric 

Co~pany, a wholly owned subsidiary of the American Telephone and 

Telegraph Company, or certain penSion accruals, which applicant seeks 

to ch.;:,rge to operati."lg expenses. The action we took in the foregoing 

cited cases in disallowing c~rtain portions of the foregoing it~ms, 

..... ~ re<lffirm here and shall make such disallowances so th<lt, the rates 

of rc~urn shown by applic~nt'$ cvid~nc~ may be revised in accordance 

with the re~uircments of law. Attached hereto as Exhioit ~B," <lna by 

reference ~de a part herco!, is a computation showing these items, 

which we disallow a~ being unlawful and not entitled to consideration 

for the purpose of rate fixing. Thic computation is self-eX?l~natory 

a."d sno\'Is a rate of return for 1949 of 5.99 per cent (first fo'ur 

months actual, annu~lized), for 1950 a rate of return of 5.54 per e~nt 

on applicant's own estimate" ~~d for 1951 a r~te of r~turn of 

5.10 per cent, likewise on applic:nt's own estimate, buta£tcr eiving 

effect to the disallowances rc~ected in said Exhibit "B .. " We have made 

these disallowances in fairnccs to th0 record in this proceeding and in 

consonance with the treatment, which we have conSistently accorded to 

this <lpplicant in prior rate proceedings. These disailowances do not 
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enter into our deturmination to ~runt the motion to dismiss. Th~y 

h~ve been ~dc in ord~r that th~ r~cord her~in m~y reflect our policy 

toward th~ items so disallowed. 

o R D E R .... ---.---

A motion to disr.~ss h~ving been made by certain prot~st­

ants, herein, ~t the close of applicant's case in the above­

entitled proc~edinr" said motion h~ving been ~rgued orally and 

subml:ct'ed for decision, and the Commission ha.ving considered said . 
motion and h~ving found, as recited in the foregoing opinion, that 

~pplicant has failed to prove that the rates under which it presently 

operates work a confiscation of i~s property or any th~reof7 and 

good cause appearing, 

IT IS ORDERED that said motion to dismiss be and the same 

is hereby er~ted and the application herein for an increase of 

rates is hereby dismissed without pr~judice to the filing of a new 
" 

application by applicant, when and if conditions so change that ~a.te, 

relief becomes necessary. 
7/; 

~ Dated at San FranCiSCO, California, this Ie. - d:>.y of 

ULl tr;?-!l J, ,1950. 

c12 ? ~~J' ....;>.... 
~ " 

--~R~· 



.. 
A-3l300 DR e 

EXHIBIT f1 A f1 

T~E PACIFIC TELEPHO~E AND TELECRAPH C01WANY 

Subsidiary 
(Bell Telephone Company of Nevada) 

140 NF:lt ~~ONTCOMERY S'rREET 
SAlJ FRANCISCO 5, CAlIFORNIA 

September 29, 1950 

TO THE SHAREHOLDERS: 

The enclosed dividend w~s declared by the directors on 

September 7. A dividend of ~1.75 0 share on th~ common stOCK is 

p~yable on Septecber 29 to sb~reholders of record ~t the close or 

business on September is, and a dividend of $1.50 a share on the 

preferred stock is payable on October 13 to sh~reholder$ of record 

at the close of business on September 29. 

There was a ~atcrial increase in long distance calling 

throughout the Company's territory i~~ediatc1y following the devel­

opments in Ko:"ca last June and the- volume is now running ""ell above 

the same period last year. ,Reoues'ts for additional communication 

se~ice for the armed forces and others in connection with the 

national emergency have been met fully and promptly. The present 

world situar.ion emphasizes the value and necessit.y of a s~rong, 

healthy telephone company. 

Pacific Coast growth in population, business and industry, 

and in the usage of the telephone continues to offer the greatest 

challenge to the company_ Although we have ~dded a million ar.d a 

hal! telephones since the end of the war, the demand for sC~liee 

still continues at a high level. lZS ,27S new tclephon~s were added, 

in the first eight months of 1950. ~1ceting this growth'with new 

plant built at'" postwar -cost levels r<:!quircs a continuing :supply of 

new capital. Adequate carninp;s .~rc essential if 'lie ar~ to obtain 

this new capital under reasonable terms an~ maintain the financial 

safety of the business. 

EXHIB!T A 
Page 1 of 3· 
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To provide. earnings which will attract the substantial 

new investment required and to maintain a reasonable return on the 

investment of present and new stockholders, applications for rate 

increases have been made in California, Nevada, Oregon ~~d 

~'lashin3ton. The rates applied for are no more than are necessary 

to accomplish this obj"ective. They would increase overall !'evenues 

by about 10 per cent. HeQlrings on the California application were 

begun in the last "'leek of September. Hearings on the Nevad.a appli­

cation concluded on September 16. Hearings before the Oregon and 

\'lashington COr:l."l1issions are expected to take place in the near future A 

Rates for telephone service are still low. The percent 

increases asked for, together with those already granted, are only 

about one-half the percenta.4;e increase in the cost of living and . 
the incre~ses are necessary to enable us to meet fully our publie 

service obligation. 

EXHIBIT A 
Page 2 or 3 

MARK R. SULLIVAN 
President 
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THE PACIFIC TELEPHONE A~m TELEGRAPH COMPANY AND SUBS!DIA.~ 

(Bell Telephone Company of Nevada) 

Cm·'iPARATDlE CONSOLIDATED EARNINGS RE?ORT 

.3 Months :3 Months 12 ~~onths 12 Months 
Ended Ended Ended Ended 

August 31, AU$Ust 31, August 31, August .3l, 
1950 1949 1950 1949 

O!,erat.ing Revenues .• ~?110z240,2S1 ~97J149,695 $415 ,966,,598 $369,986 :461 

Operat~n~ Expenses •. 76,105,S74 75,406,654 302,723,45~ 293,116,818 

Taxcs .... ~ .......... lS t 152z 2a4 11z~04z227 5S z767 1720 29 z 577..z 547 

Net Operating Income l5,975,173 10,438,814 54,475,412 36,692,096 

Other !nco~e - Net •• 12z70~ 225 ~116 '262z071 l z462.826 

'I'ot.al Income . . . . . . 15,990,876 10,674,130 54,837,483 38,154,992 

Interest Dcductions. 2: 017 z222 2:200.S40 12:720z62$ 12z01~.042 

Net Inco~e •••••..•• 12 z272.z281 7:17~.22:0 ' 42 z 046 z S5.2 2?z141z24~ 

Dividends-(Accrua1 
Basis) 

Pr~f~rred Shares ••• 1,230,000 1,230,000 4,920,000 4,920,000 

Co~~on Shares ••.••• S :532 z06S .2 z 541 zOo~ ~~402 z 708 20 z 50!.. 712 

Total 22762 zOoS 64 771,003 35,329,70$ 25,421,712 

E.:.rr.i:lgs per 
$2.41 $1.79 $8.55 $6.0e Co:nmon Share 

s. "'II. CA.'1PBEL1, Vice President and Comptroller 

EXHIBIT A 
Page 3 of 3 
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: 
: . . 
: 
: 

Tl'l.E PACIFIC TELEPHOl~'E AND mIDRAPH COMPANY 
CALIFO~IA INTRASTATE OPERATIO~S 

ADJUS~T OF COMPA.\TYtS EAFlNING STA':'E!·lENTS 
~lBIT 10 OF APPL. NO. 31300 

TO BASIS OF l.i:C;CISlul~ NO. l.31l.5 IN A.?PL. NO .. 29B54 

:Firet 4 ~on~hs: : 
: : 1949 (Annual : : : 
: : Ba.3i:!:) Calc. : : : 
: :Re~ult~ Incl. :E~timated:E~timated: 
: : Efreet o! : Y~ar : Year : 

: Item :Ref. :Ra.te Increases: 12,50 : 1...9.5"*-= 

(000 omitted.) 

a $274".34;, $29.3,342 $304 .. 890 

OPERATINC EXP:E:SSES AND TAXES 
:t:xpeno-es -9..."i.d Ta.xe~ (Comp.lnY Ba3is) a. 
Adj~tmentz to Ba~is of Deeioion 43145 

General Services and Licen~e, 0 
Pension Ace:ruaJ.~ Charged. to I.."i.come a 
Wes,tern Electric Purcha.~es Cha.rged 
to Expense c 

Rosul ting Adjuotment to 'l'~:; on Income d 

Adju$t~d Expcn~es ~d Taxes 

RATl:: BASE 
:"'vg • .Net Plant & "Forking Ca.pital 

(Company Basis) 
Adjustments to Ea$i~ of Decizion 43145 
We~tern Electrie Costs . 
Property Held for Future U~e 
Tel. Plant Acquisition Adjuztment 
I'lorking C~h capiUl 

Adju~ted Rate ~~e 

RATE OF RE'I'UF.N (Adjusted to Ba:3i~ or 
Decision 1.3lL..5) 

c 

(Red Figure) 

240,656 

em' (~ 

(S) 
5;5 

239,8'10 

;4,,475 

586,,226 

5.99% 

256,351 268,2l4 

~) (m) 
(4 7) ~) -

e 0 

4Z7 512 

255,,814 267,,641 

.37,,528 37,249 

686,,738 7')9~95,) 

(J....000) (4,t000) 
e e <r) 

(.2.:MQ) 6Ci07) 
( .012) 

676,,981 729,$)4. 

5.54% 5.10% 

So. A-')13OO, Exhibit 10, Tables 2" 1." and 5 .. 
b. Adju:tmcnt to $2,250,000 per Deci~ion No. 1.3l45 (48 Cal. P.U .. C. 82), 840) 
c. Decision No. 43145 (48 Cal. P.U .. C. 823, 835) 
d... 40.5% in 1949, 44.3% in 1950, and 47.2% in 1951 of above expense, 

ad.justments. 
e. No adjU3tmont made as current data not ~v~i1able .. 
!.. Deci:ion No. 4l4l6 (48 Cal. F.U.C. l, 21) and Decioion No. 43145 (48 C~. 

P.u.c. 823" 841) 
g. Adju~tmcnt to the basis o! Deeioion No. 4314~, i.e." $9,674,000 (48 Cal. 

P.U.C. 823" 841 and. working papers supporting sta.f! ~.hibit 100 in 
A-298S4) 

h. Decision No. 43145 (48 Cal. F.U.C. 823" 842) 
• 
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The following parties join~d in the motion to dismiss 

made by ~he C~ty of los Angeles: 

City and County of San Francisco, 

City of Oakland, 

City of Alhambra,' 

City of Arcadia, 

City or Beverly Hills, 

City of Burbank, 

City of Culver City, 

City of El Monte, 

City of El· Seg~do, 

City of Gardena, 

City of Glendale, 

City of In'e;lewood, 

City of Montebello, 

City of Pasadena, 

City of South Pasadena, 

City of South Gate, 

City 0:' San Die~o, 

City of Chula Vista, 

County of San Diego, 

City of Fullerton, 

City of Stockton, 

County of Alameda, 

City of Arcata, 

City of Blue Lake. 

EXHIBIT C 
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Pill~bury, 1>~di~on :md Sutro, Arthur T. G<-!orp;e, a.."1d. Fl"A.."\ci~ N. M:l,rshA.l1, 
for applic~t; Roger Arnebersh~ r.~ C. Be~"1 and. T. M. Chubb> tor tho 
City of Los Angele::; Dion Ii. Holtl. Wd. Pn.ul I.. Beck> fo:' the City 
.:md Cou."1tj of San Fra:.ci.sco; ~el J. Forl'!".o.."1 anc. Fult~n Y. Y.Al"'ill, 
for the citie, of Alhambra, Arc~di~, Beverly Hill3> Burcank> Culv~r 
City, El }:onte, El Sesundo, CAXden.'ZI., Clend.a.le, Inglewood, }lonte'oello, 
Pasade~, South Pasadena, South Gate, S~"1 Diego and. Chula Vista, and 
1'0:' S~ Diego Cou."1ty; Henr,v -r-rcClerrum and John H. L~ten, for the 
City of Clendllle; Archie L. ~·;a.lter! and Ccorec IrvinS, !or. the City 
ot Burb3tlk,; H. Bur't.on Noble, ! or the City of ?ll.3ad.eM; 'Br1l.emO E., Gi~3!l, 
for tho City of South Pa::adena; M. Telle£zon, tor the City or Culvor 
Ci tj"i Cl vdc "'.!oodworth, for the City ot Inp,lewood; Richard 'i'{,'ll t?;, for 
the City of Beverly Hills; JAmCZ A. Nicklin, for the City of El Monte; 
H.'\M'V C. VJilli1UT1~ for th<: City or ~~ntecollo; J. F'. J")IlPA.'Ul and. Shelley J. 
Hig~ns, for the City 01' San Diego; J •• 1. Deu(-)l .:md. &:son Abel for 
the California Farm Bureau Federa.tion; ?rt'!d C. Hutchin:';On. Ross 1-!iller,. 
~d Robert T. Ander~on, tor tho City or Berkel¢Yj XnY.Wcll Elliott and. 
Cl."..rencl."! ~;. H'JJ.l, tor the United Statics Coverr.ment; Richn.rd N. R"~,"'!1sey, 
for the City or Santa Rosa; Jo~e~h Maddux, for Son~~ County; 
Hh('!l'tt 1 Ml'tv I'tnr3 Sh;l.l'll'lon, by C.~rl 1. \,ihc.'\t, for the Ct3.11i'ornill. State 
Hotel AS50ei~tion; J. ? Co~kley, D~Vid !. Wendel and Wil1i~~ R. Ch~nell, 
for Al~cd~ Co~ty; J~~cs Don Keller end Je~n L. Vincenz, for San 
Diogo County; ,j."I::'nec D. Kellllr, tor the City of Chula. Vista.; r,rl't:y~on Price, 
for thC:l City of Chico; C. !t.. Ozi.!l.s, !or the City of }"rcsnoi 
Bv~r~tt Yo. Glenn, for the City of Sacr~ento; C. W. ~~itc, for the 
City of ~y~ard; Eugene L. R~ndl~r, tor the City or San Joze; 
Joh.."'l :.;. Collier a.."1d. LorC'ln l,V. z,'!l.st, for the Ci tj" of Oolkla.."1d.; Wn;ync E. 
'I'hom'Oson a."1d. C. T. CA.rlMn, i'or the City of Rieh:r.ond.; We3lcy McClure 
(l..."'ld Ar':-nur C. Gl'trdcn, tor the City or s~· Lct\."1dro; CI'I.rl Fro~ror, 
Neil P. Cln.'I"k .•. ')%ld F}rci.l Ch,rk, for the Cit~ .. o'! ~ed.3.; B:tll Doz1.er 
:md. Rl"'lCC McKnight, 'for the City or Stockton; vinltcr D. CM.rfo~, tor 
tho City of Fullerton; 11.. C. HC'rmn.nn, tor the VeterM~ or Foreign 
W~~; John Stokc~, i'or the Citic~ oi' Arc~t~ ~d Blue L~o ~d Eureka 
Ch.lmber or Commorce; John E. Thorne 1 in propria peroont"; Clyd.0 Grccr.,y, 
tor tho M,.'l.rti.."1OZ Ch.?::.b<:!r or Commeree; i'reorcoc N. PeY'lrIimfln and. 
Neil D. S~ith, ror the City of S~"1tn Cruz; Th~mn~ K. Pe~'1 for th~ 
Ci ty o~ CAmcl-by-thc-Sea; Rf.1.M"i son )i. tp.tl1.'X) I for tho City of Nill 
Villcy; AJ.:iee E.'!l.rl 'Iiildcr, tor the &.."1 Lorenzo Ch.'lmoer o! Coomerco 
.'lo."ld the V~lcy-'vJid.o Comittee on Telophone Rntcs; Alvin W ...... ondt, tor 
the Apto~ C~ber or Commerce; W. H. Groe~, for C~yton Gr~"1ec, 7;4. 


