
Decision No • .i7427 

BEFORE THE PUBLIC UTILITIES CO~~SSION OF THE STATE OF CALIFORNIA 

In the MUtter of the ~pplication 

of 

WEST COAST TELEPHONE COMPANY OF 
CALIFORNIA 

Application No. 33119. 

to increase rates. 

Appearance for Applicant: Claude N. Rosenberg. 

Interested Party: California Farm Bureau Federation 
by J. J. Deuel. 

Other Appearances: W. W. D.un1op and H. F. Wiggins 
for the Commission's staff. 

West Coast Telephone Com?any of California, engaged in 

the business of rendering telephone and telegraph service in 

Humboldt and Del Norte Counties, California, filed the above­

entitled application of February 13" 1952, for authority' to 

increase telephone rates to yield additional annual revenue of 

approximately $32,000 from eXChange and toll service at the level 

of business estimated for the year 1952. Applicant'S proposed . 
increased rates are set forth in Exhibits "c tt and "D" of the appli­

cation. After due notice a public he~ring was held on this 

aonlication before Commissioner Harold P. Huls and Examiner , . 
M. W. Edwards on May Z$, 1952, at Crescent City, California. 

Applicant's Facilities 

The West Coast Telephone Company of California is a 

corporation organized and existing under the laws of the State of 

California and is the wholly owned subsidiary of \'lest Coast Telephone 
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. Company' with headquarters at Everett, Washington_ Its·'!'acilities 

for furnishing telephone and telegraph service consist of " land, 

buildings, rights of way, central office equipment';·· pole' lines,: wire 

and· cable, telephone instruments and other necessary pertinent 

equipment _ The main business office of the California company is 

located at Crescent City, California. Applicant operates four 

exchanges in California, three of which are unattended dial 

installations at Klamath, Orick, arid Smith River, and the fourth a 

manual, common battery installation at Crescent City. All operator 

functions arc performed at the' Crescent' City switchboard;, except 

that at Orick such functions are performed by the Eureka operators 

of The Pacific Telephone and Telegraph Company. There were 'i,392 

stations served and approximately 4.81 'applications ihelcr~!or new 

service as of December 31, 1951. 

The applicant reported as of Decerrlber 31, '1951, "total 

telephone. plant in service of ~;452,3$6. For the year 1951, reported 

rl~venucs were $160,563, of which 33% was derived from exchange 

service, 60% from toll service 1 and 7% from miscellaneous sex-vice. 

Posi ti.on of. Applicant 

In general) the applicant seeks an approximate J.6% increase 

in r0venues in order to yield a reasonable return upon the properties 

and equipment devoted to the public use. Without such a reason'able 

rate of return it I1laintains it is and in the future will be unable 

properly to finance additions to its properties and equipment that 

~re needed to render effici~nt service. 

The current level of rates was set by the Commission;:in 

Decisions Nos. 404.56 and 40490) Application No. 27925, under "dates 

of June 28, and Julr ), 1947, and 'was predicated on the fixed capital 

. in properties and the operating expense' and tax relationships' as 
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they existed in the yoar 1946. In every year zinc~ 1946, as a 

result. of union collective bargaining agrecment~) the wages paid 

to eI':lployec:3 in the COn1.'ilercial, plant and traffic d~partments have 

been increa3ed. 

£Xhibit No.1) SilOW5 that durin~ the period June 24, 1946 

t.o No\·cmber 1, 1951 \,lo.gC r~tcs increased for plant switchboard men 

between 22;'b and 29~~ and for traffic operation::; bct'l:ccm .30% and 345&. 

The averagc invcetr:lcnt per station since 1946 has increased 

from $25$ to an estiI':latcd $3$1 in 1952. The co~t per station gained 

in 1952 is cstim.ltcd at ;?,62 compared with ~~e5 in 1947. 

During this sa:ne pc.:riod of time tax rates also have 

increased sharply. In 1947 tho operating taxes were ~8.26 per 

station compared with $12.15 in 1951. In addition, federal excise 

taxes on tcle,hone scrvic~ cr~rbcd directly to the subscriber in 

1951 amounted to $25 • .4.2 por station. The excise tax in 1951, 

tot~lins $)),114, is in QXCQSS o~ the total incre~sc requested by 

the app1ic:;J.nt .:lot this time. 

Subscriber Interest 

Subscribors ~nd their representatives were present ~t tho 

public hO.:lorins but none offered any objection to the proposed increase 
, 

in rat~s. On0 person stutcd thut this utility operates in a mountain-

ous anci ':looded area. in whic:'l it is difficult to maintain uninterrupted 

service and bcca.usc of high current-day costs for additional tele­

phone i'ncilities 1 the c o .. np~ny should ht.vc ov()ry ro.tc advantage: that 
. 

.... rould make ir::prove:d survic~ possible.. One repres~nt.;lti v~ was con-

CCrrl¢d over th~ growi:'lg ba.cld·og of held orders for n~w service and 

the company's ple>.ns for providing sorvice f.:cilities to the potential 

subscribers. Tho question a~j to the ~.d(::quacy of the corapany' s plans 

to ~c~t rccsonablc future grewth also was raised. 
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. The como.:1ny' 5 wit nes 5 testifie d tha,t becaus e of the rapid 

growth in th~ are.:. it is ,difficult to estimate requirements for 

service more th~n one ye~r in adv~nce. Furthermore, he pointed to 

the fact th.':It the economic situation in the lumber business is of 

vi t::>l im'Port~nce to the utility and it is not sound to overexpand 

tele~hone dcvelo?oent during ~ boom period in the lumber business 

such as exists at present. During ~ slump in th~ lumb'er market 

toll revenues falloff. During le~n years the area would not support 

~ very large telerhone pla,nt inve~tmellt 1 in his opinion. 

This witness also told of project completions in the past 

few weeks that provided 13 new toll cir cuits out of t he ar.~c. to 

handle long diste>ncc ct:'lls to other points in Ca.1H'orni0 or to other 

st~tes, ~nd ~ new centrol offic9 in Crescent City with two addition~l 

s·,.,itchboard positions to p;;i.ve faster service on, toll or 10c.:.1 c3.l1s. 

Some of the held crders are from persons so f~r removed from the 

company's lines th~t it would cost $11000 or more per st~tion to 

make line e)~~~nsions. This witness could not give many details 

~s to plans to handle the held orders but said thot the company's . 
service no,.". is adequate to handle the telephone requirements of the 

aren for th0 ye~r 1952. 

Ovpr-all Cost to Serv~ 

For the purpose of determining whether or not the applic~nt 

is entitled to ~ rete increose the Commission considers, among other 

thinps, th~ re l[l;tionship of the revenue s '~o the over-all cost of 

rendering the utility service. Such costs include the eX~0nse of 

maintenance of pl~nt ~nd equipment, trof~ic ex~cnseJ gener?loffice 

and I:U" n::~gement exp enses, dopre ci:)tio n expens~~, city, county, st~te 

and fcd0r.":'1 t~xes, :1nd interest or return paid for the use of capit:') 1 

necessary to provide plnnt facilities for the public service. 
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The applicant's Exhibits Nos. 14 and 15 show that its 

rate of return after payment of the other expenses above enumerated 

have declined from 8.17% in 1949 to 4.46% in 1951'as'follows~ 

Year 1949 
Year 1950 
Year 1951 

Exhibit No. 15 also shows that in 1951 the adjusted rate of return 

was 3.43% after reflecting increases in wages and current operating 

conditions. The staff 1 $ analysis for 1951 showed :4.52% return and 

an adjusted figure of 3 .42~ by Exhibit No. '19. 

Evidence,of Future Earnin~s 

Both the ap'p11cant and the' Commission':3 staff presented 

estimates of the earnings of the West Coast Telephone Company of 

California for the year 1952. The estimates, which are summarized 

below:, 'were prepared on the basis of present rates and proposed, 

rates s~own by the applicant in its'Exhibits ItC" and "D" attached 

to the application. 

Estimated Ea.rri:Lng.sin,~1952 

Item 
Operating Revenue 

Operating Expenses 
Operation and ~~intenance 
Operating Taxes 
Depreciation 

Subtotal', Expense 

Net Revenue 

Rate Base (Depreciated) 

Rate of Return 

: ,Company :'. Staff 
: :Exhibi.t,::,No~~-·16 -: 'Exhibi't,-.No,. 1 
: Present : ~roposea:' ,resent,': ropose 
: 'Rates '. ': .~ .. ,Rates : Rates'·: Rates 

150,226' 150,226 159,200 159,200 
15,090 26,854 13,600 22,4QO 
2~)e04 26~g04 l~)gOO 1f)eoo 

18)120 20,884 19,600 20)400 

9,$04 30,466 11,900 35 1000, 

582,56; 582,563 581,000 5$1,000 

1.6$%, 5.23% 2.05% 6.02% 

Th~ company took no particular exception to the staff's 

estimate but did not concur in the over-all results of the staff"s 

study. The en,gineer who presented the staff's study used the 
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"remaining life" method of computing depreciation expense and 

recommended that the company should spread the original cost of 

plant, less estimated net salvage and depreciation reserve, over the 

estimated remaining life 61' the property. The company used the 

"total life" method of com:>utinZ depreciation expense but did not 

agree at th\~ hearing to adopt the remaining life method for the 
. , 

future stating that this was a matter for further consideration oy 
management. Such change will be required by the ord~r herein. 

Conclusion on Earni~gs ", "\\,\,"0, .. \" 

. " 

After giving consideratio~ to both estimates of.'operating 

results for 1952, 1t is our conclusion that the staff's estimates 

of revenue ~ '!:1x:p~nses and rate base arc rea.sonacle'a.mounts that the 

utility can attain with efficient operation.. For the year 1952 wo 

adopt .'l rate case of $5$1,000 and find that ,applicant's' proposed 
'. . 

rates will yield a net revonu~ of $35,000 at the current level of 

business) resulting in a rate of return ~f 6.02%. In ouropinion , 
. r' ," -, ' : : I 

a rat~ of return of 6.02% for this utility is not unreasonable; 
. , ," , . 

therc!ori, applicant's requested rnte~ will ~e·authorized. 
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Authorized Rates 

A comparison of the present rates for the basic c1assi-' 

ficat10ns of exch~nge service With the rates requested by applicant 

and authori Zt~d in the order herein follows: 

Rate I!er Month 
: Residence Service . Business. Service . 
: :Proposec:l. &: : Proposed &: . . 

Grade of Service :Present:Author1zed:lnc:rease:Fresent:Author1zed:lnerease: 

l-Party $3.50 
Creseent C1t* Exchange 

$4.75 1.25 $5.00 $7.75 $2.75 
2-Party 4.50 6.50 2.00 
4-Party 2.50 3.25 .75 4.00 5.50 1.50 
Suburba.n 2.50 3.50 1.00 4.00 5.75 1.75 
hrmer Line 1.50 2.50 
Extension 1.00 1.25 .25 1.50 1.75 .25 

Klamath and OriekExch&~es 
l-Party 3.25 4.75 1.50 4.75 7.75 3.00 
2-Pe.rty 4.50 6.50 2.00 
4-Party 2.50 3.25 .75 
Suburban 2.25 3.50 1.25 3.75 5.75 2.00 
FQX'mer Line 1.00* 1.50 .50* 1.50* 2.50 1.00* 
Extension 1.00 1.25 .25 1.50 1.75 .25 

Smith River Excha~e 
l-Pe.rty 3.25 4.75 1.50 4.75 7.75 3.00 
4 .. Party 2.25 3.25 1.00 4.25 6.50 2.25 
Subur'b&.n 2.25 3.50 1.25 3.75 5.75 2.00 
Fsmner L1ne 1.50 2.50 
Extension 1.00 1.25 .25 1.50 1.75 .25 

* Applica.ble in lO.e.math Exchange only. 

In addition to the increases in the basic exchange rates, 

the ~pp1icant requests increases in monthly rates for miscellaneous 

services, including rates for PBX switchboards, trunks, and stations~ 

joj.nt user service, directory 1i stings) local private line service, 

and in charges for moves and changes, service connections, and line 

extensions. The rates requested for these services appear 

reasonable and will be authorized. 

Applicant has also requested that tho rate for pay station 

service be increased from 5 cents to 10 cents p~r exchange message. 

This appears to be a necessary step since this class of service 

should bear a portion of the increase and will be authorized. 
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An increase in intrastat~ mCSS,'lr,e toll tcle:ohonc rates 

a'O;)licable to toll service between points on applic0 nt's own· lines 

has also been requested. The "Orooos ed to 11 retcs are the sume as , . 

those generally effective in California ~nd will be ~uthorized. 

A representative of ccrt.;1.in rural customers pointed out 

that held orders amounted to one third in number of the tots,l 

. st:J.tions served by ~pplicf'nt in C:).lifornia. A wi tn€; 55 for the 

3P?licant st?ted that to provid~ service to 54 epplic~nts for serv­

ice in Klarrath and 35 in the Klamath Glenn area. would cost' $30 J 000 ~ 

that it was n.ot cconomico.lly good busin~ss for applicant to serve 

them at this time ~ that the cx:i.sting line extension rules would not 

ap~ly tc such ClPFlicant5 for servic'e and th~t it would not be fair 

to shoulder the expense for such inotallations in rugged mountainous 

territory upo~ subscribers in densely populated areas. The witness 

.further st.lted tho.t a,plic~.nt company,had not had time ta find cut 

hew such service could be supplied. The order herein will require 

.the ap'Plic.'lnt to make and file with the Commission a definite progr?m ~. 

for the supplying of service t.<.' all held order applic"nts within a 

re~scnabl~ ?eriod of time. S~id program shell st~te the proposed 

date of service inst~llation, sh~ll enumer~te the numb~r of such 

a.':'Ilic;:;tions for servic e th:;lt ceme withi n t.he presently filed line 

exterision rule ,'!\nd sht'll propose pas sible v~riants of said rule to 

cov~r cpplic?tions of those in mount~inous ~r~&s such Ds the Klamath 

.~nd Klam"th G1E!nn .:lrc-3.S, to the end that such servic e be afforded at 

a cost fD.ir to bot h Zlpplic ant 'company and sue h applic c.nts for service. 

Conclusion 

I'\.ft,,~r reviewing ,'111 of t.he evidence of record, the st<ltement, 

by subscribers' represcnt~tives .'3nd the public, und giving full 

weiRht to the service, operating and financial problems 

-$-



• A-JJl19 

.' 

,--

, 
of this utility, it is our conclusion that an order should be issued 

increasing the rates in accordanc~ with the findings herein and 

ordering a change in operating practices in accordance with the 

rccou~endations mad~ by the Commission's staff engineer. 

West Coast Telephone Company of California having applied 

to this Commission for an. order authorizing an increase in rates and 

charges, public hearings having been held, and ~he matter having . . 
been submitted for decision, 

IT IS HEREBY FOUND AS A FACT that the increases in rates 

and charges herein authorized are justified and that present rates 

in so far as they differ from those herein prescribed for the future 
, 

are unjust ·and unreasonable; therefore, 

IT IS HEREBY ORDERED that: 

1. Applicant is authorized- to file in quadruplicate 
''lith this Commission after the effective dat.e of . 
this order; in conforrni ty with the .commission's 
Gel:1eral Order No. 96) r:evised rates, -charges and 
condi ti-ons o.s set forth .. in, Exhibits "C" and "D" 
attached to Application No. 33119, and, on not 
less than five (5) days' "notice to the Comrr!ission 
and to the public', to make ,said, rates effecti·ve 
for service furnished on and, after August 10, .1952, 
excepting that ,rates) rules and conditions applicable 
to message· toll telephone service shall be made 
effective on July 26, 1952. 

2. COincident with establishment of the new'rates 
hereinabove authoriz~d, applicant shall expand 
the base rate areas of the Crescent City) Orick, 
Klamath, and Smith River exchanges, the boundaries 
of which shall be as set forth on maps included in 
Exhibit No. 19 in this proceeding, and shall file 
with t~is Commission four (4) copies of a map of 
each said base rate area, delineating thereon the 
precise boundaries thereof. 

3. On or before November 30, 1952 applicant shall file 
in quadruplicate with this CommiSSion, rules and 
regulations governing subscriber relations, revised 
to reflect present-day operating practices acceptable 
to this Commission and in conformity with the requirements 
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e· 

of General Order No. 96, togethe r' ~th current 
forms thata~c . normally, used, in conne ctio n with 
customer ·servic'c. 

4. Apl'lic'ant shall review annually the', accruals to 
depr~cintion roserve which sh~llbe~based u~on 
sprc2ding the original cost of ,the pl:mt, less 
esti'm~ted ,net salvage, and. 10,ss· depre ci~tion 
reserve; over the estimated remaining life of 
thd property; and the results 'of;thc'se reviews 
sh~ 11' be submit ted annWll1y to the 'Ccmmis sion. 

5: On· or before November 1, 1952' applic~nt sh.:lll 
file with the Corr.mission a progra'm '!'o~ f'urnish- v" 
ing service to 811 held or~er ',applicants wi thin 
a reasono.b1 e 'Xlri od of time as out lined in the 
foref-,O ing opinion. 

The effccti vo date of this crder Shi;lll be twenty (20) 

di.lys after the dpt e b..e~eo£. I' 

D;.Ited at~~;t;4/:r%!,(d~,··cali£CrniD.;·thl"S (~a.t;h; 
d:?y of ~ ) 1952. 

I~ 

Cocmissioners. 

Justus l. C·raemer 
Comm1soioncr ............................... _ •••• , be1 ng 
nocess~rily ~bso~t, did no~ ~~r~lel~Qt9 
in the die~os1t1on of tbis ~oceed1ng. 
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