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ORIGHAL

Decision No.

47778

IFCRE THE PUBLIC UTILITIES COMMISSION CF IHE STATE CF CALIFORNIA

In the Matter of the Application of )

HARRT H. BAKER, operating as RAYMOND ) o

TCLEPHONE COMPANY, for an order - | Application No. 33279
authorizing increases and changes in )

the rates and charges for exchange, )

toll, and other services. | )

Appearances for Applicant: Harry H. Baker,
and F. V. Rhodes.

- Interested Parties: California Farm Zureau Federation,

by J. J. Deuel, and Eldon Dye; California Independent
Telcphone Assoéiation, Y raﬁk V. Rhodes.

Qther Appearances: For the'Commission's‘staff,
Tedd F. Marvin,.

OPINION

By the abqve-entitled application, filed April 2, 1952,

Harfy H. 3aker (Raymond Telephone Company) seeks authority to

. Tevise and inerease rates and charges for exchange and. toll
telephone service rendered in Raymond and adjoining territory in
Madera and Mariposa Counties.

A public heaﬁing was held before Examiner Emerson on.
Jul& 10, 1952 at Raymond and the matter was submitted, on receipt
of Exhibiv No. 1, on July 16, 1952.

Applicant secks an over~all increase in revenues of
approximately $10,000 annually. ‘Such amount is an increase of aboup
32%. Applicant maintains that it i5 not now carning a reasonable |
return on its investments in tclephone plant and, as a metter of

- fact, is not now receiving révenues sufficient to meet its normal

operating expenscs and has therefore actually operated at a lo

ss.
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Exchanpge Rates . S | '
Applxcant’s presently effective basie exchhngc rates wcre
mudc cffcetive January 1, 1949. Such rates werc authorized for
continuous service coincident with establishment of the rates.. In
this procceding appliéant provoses increased exchange rates
which, on the average, would increase revenues'from excﬁangé
service by 93%, or about $8,300 annually.
In addition to incrcasecs in basie exéhange rates applicant
secks authority to increase charges for extension gtations and
to eliminate the present 25-cent differential for wall set stations.

Toll Rates

Applicant’'s present toll rates were authorized in 1927
when the company's serving area was divided into zopes and toll
service established bet tween the zoncs. Toll rates now apply
between four zones known as Ahwahncc, Ben Hur, Coarse Gold and
Raymond and between these zones and the City of Madera where
applicant connects o lines of The Pacific Telephone and
Telegraph Company. A '

The presently ceffective toll charges of applicant‘are‘on
& person-to-person basis only. Applicant proposes to offer
station-to-station toll scrvice additionally. ‘

Toll charges for messages beyond applicant's own lines
are at so-~called "otner line' rates whereby the regular toll
charges of connecting companies are added to the toll chaerges of
applicant. Under such rates the‘standard pattern of rates, based
on air-line distances feﬁween rate centers, applies only on the
connecting companies' Systems and not on applicant’s.

apvlicant's Svstem and Imorovements

Applicant's Raymond Zone includes a base rate arca and

a suburban area. Lines radiate from Raymond to threc other zones
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which are presently strictly suburban areas Individual’and party

line serviée i3 now offcrcd only within the: Raymond Zone, thc
other zones receiving multl-party line service. )

During 1951 applicant constructed a bumldmnx To be used
for housing dial equipment for the conversion of the tclephone
sysmem in the community of Qakhurst aﬁd the surrounding area to
cial operation. The conversion has not yet been made. Howéver,
wiaen it is made multi-party service will be reduced to one~, two-,
four- and ten-party service. Applicant intends, 25 part of a
long~-range program, to extend such service into Coarse Gold,
Bass Lake, Fish Camp and Ahwahnee. Applicant intends to retain
manual operation at Raymond.

Applicant cstimated a station growth of 10 fbr the year
1952. The Commission’ staff estimated that 14 stations would be
added during thé_same period.

Summarv of Presentation

The tabulation below is 2 summary of the presentations
respectznr results of operayzons as made by upblzcant and the

Commission staff. Componento thereof are discussed in oucccedzng

paragruphs.

Year 1951 B mstimated Vcar L1952
at Present Ratesh fPerosed Hates
: CrUC : Present Rates : CrUC

:_Jtem :Applicant :  Staff’ - Applicant : Staff Apblmcant ; taft ;

Net
ngvegues¢ 2,079.27 & 3,094.16 w4483 .TL) $(57350) & 3,766.66 % 4,690
e Base ‘

(Depree.)61,000.20 .59,813.23 69,402.73 67,510  69,402.73 67,910
Rate of

Return  © 3.6 5.17% loss  loss 5.43%  6.91%

* As recorded by applican
and as adgustgd by staff

(Red Fieure)
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Rate Base

. In devoloping a rate base, applicant used book figuros for
plant and depreclatxon reserve whxch appl;cant had adjusted in l9h5
To ohow purchase pr*ce rather than h;stormcal cost of plant. The
rate base developed by the scaff for 1951 reflects hzstorical costs.
With respect %o the estxmated year 1952 beth applzcanz ‘and
staff 1ncluded the contract price of lnstallmng the dial equipment,

prevmously mentzoncd herein, which the record shows will not .be

| lnstalled untll oometime in 1953 By such 1nc1usmon, 1952 may be

consldered a "normalmzed" year most nearly reflectlng operations 1n

the immedzate future. o oo

In vzew*of the evzdence we shall adopt, for the purposes of

LAY

proceedzng average depreciated rate bases of $60,000 and £68,000

for the adgusted year 1951 and the normalized year 1952, respectmvely,

, and we fznd said baoes to be fair and reasonable.

-

/'

ARl

'a reasonable allowance for income taxes under the particular,

Revenues Expenses and Rate of Return

IR

For the vear 1951 applzcant and staff used recorded fzgures
A .'"

for revenues and for all expense Atems except taxes and depreciatzon.

#mth respect %o taxes both applicant and staff, determlned the amount

f taxes on income based on the assumptzon that applmcant is a corpe-

*atzon. In view oﬁvtne_evidence.herenn,,enﬁmncome_;ax allowance . ..

M

equal to the conputed income tax on a corpogate_besis,willlbe allowed

-

;n thlu particnlar proceeding. This partzcular rreatment is accorded
to the subject of income taxes in this instant proceeding in order, to
arr;ve at an equitable result based upon the pecmalvfacts and. cir»
cumstances existing and lo not to be considered as a precedent Lor
other cases. In the future however, proof should be submitted. as to
VN
czrcumspances. | , , o

With respect to depreciation, applicant used the "total
Life" methed of computznr deprecnatlon expense, whereas the staff used
the "remazning 11 e method of deprecmatlon accounting.

b=
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’ /
The respective cstimates of revenues and expenses for the
year 1952, at present rates and at the rates proposed by applicant,
are as follows:

Normalized Year 1952

Applicant : CruC Stall :

Present o Proposed  :rresent rroposed-

: sem : Rates :  Rates : Rates : Rates @
Operating xevenues

Local service $ 8,9L1.98 £17,250.00 4 9,060 #£17,060
T@ll Servige \ 22,477.25 24, 237 53 23,200 25 500

Miscellaneous 550 28 55
ncollectibles (L66.58) guoE.ESQ § ) g %
Total ' 34,
Operating Expenses

Operation and Faintenance  31,399.36  31,399.36 31,490 31;&90.‘
Taxes . 1,684L.22 . 3,522.72 1,550 2,660

Depreciation 2,882.L9 2,832.L9 2,6&0' %zeuo .
'Iotal 32,900. 2 ’ L. 30, )

Net Revenues ' (L LB3.3L) 3,766.66  (L,350)  Ly690

(Red F;gure)

The major difference between the two revenue estimates
ies in thc toll category. In its estimate, applxcanp took;into
account the reduction in permissible vacationers in the Bass Lake

area where the County Board of Health has limited the number of
campers permitted in the area. Such réstriction tends to reducc
the number of toll calls made during the summer season. The staff’
estimate was based upon an assumed continustion of the growth in
toll business experienced over the past three yecars.

The principal difference in expense estimates oceurs in
the aécoﬁnt for deprec;ation.' In thie respect we are of the opinion
that the original cost of plant, less tlmated net salvage and
dcprccmatlon rcservc, should be spread over zhc cgtlmated

remamnxng life of the property and the depreciation expense thereof

determined by such method. The staff used such method apd avplicant

indicated apgrecment therewith.

-5-
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In view of\thc‘evidénce'wﬁ shall adopt, for the purposcs
of this procceding, the folibﬁing tébuiéted revenues, cxpenseé and
net revenucs as-fair and reasonable estimates of 1952‘normalizcé
Opérazions: |

Normalized Year 1952

Presont Pronosed
‘Rates Rates

Operating Revenues 832,000 v/ $hl;900
Operating Ixpenses: " 6,000 200
- Net Operating Revenuces 4,000} / 2%?E65
T (Toss)
The above adopted net revenues when rclated to the
depreciated rate base of $68,000 hercinabove found to be
reasonable for the same period indicates a rate of return oflé_bB%.

Conclusion

Applicant is not now carning a reasonable rdte of
return nér will it earn a recasonable return if present rates are
continucd. |

The rates proposcd by applicant would produce a
reasonable return. Applicant is entitled to relief in the form

£ inereased révenucs and in the total amount sought.

Authorized Rates

As above-mentioned, anplicant's present and propoced toll
rates are the so-called "other line™ rates. Applicant and only one
otacr utility in Californis have this form of toll rates. Other

.

telephone utilities operate under direct rates whereinythc(zoll'
charge is based'upon dir-linc mileage between points on & ‘
stancard post route map.- This lattcr type of rate has lons been
the'standard basis for toll cherges in this statc.

Testimony of the staff witness respecting the effeet of
other linc and direct toll rates was sharply protcscedvby counsel

ba
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for applicant and gquestioncd by the Farm Buresu representative.
Cojection to using dircet toll rates was based upon the ?remise
that applicant had not requested such ratés and ﬁpon the alleged
refusal of the connecting utility to have any part in handling

a terminal charge rate settlement between the two utilities. <The
connecting utilivy, although duly notificd of the hearing in thié
procceding, did not make an appearance.

The first direct toll rate in this state was filed
pursuant to this Commission's Decision No. 1082, issucd November 1.,
1913 (3 CRC 903). In that decision, in commenting upon toll rates
based on air-line distances, the Commission stated, "Ve Xnow of
no more¢ scientific or just way of arriving at a basis for long
distance telephone toll rates.” We are still of the same opinion
and; with respect to applicant’s situation, we believe the time
is propitious to bring applicant's toll rates into line with the
standard pattern. It does not appear to be practicable, however,
to place direct toll rates into effect without also makiﬁg
effective a toll terminal charge in order to fully meet applicant's

A Y

revenue needs,

Afver carcful consideration of-the evidence we are of the

opinion that dircct toll rates plus a timed. terminal chargelfor
each intrastate intercompany toll message, except those between
Madera and applicant's ser#ice area; should be placed in effoct
anc the schedules of rates to be authorized herein will so‘prdﬁidé.,
Toll rates for intracompany toll messages, including Madera, as
proposed by applicant will be authorized at the toll rate mileages
determined from the P§st Route Map.

Basic rates for exghange‘service are shown in Exhibit A

| |
attached to this decision and by this reference made a part hercof.
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The rate authorized for dial service in the Coarse Gold

Zone will become effective coincident with the ¢stablishment qf

dial service. The differential between wall set and hand 50t
chorges will be discontinued. -

Applicant will be required to file revisoed rules
reflecting present-day operations and forms curreatly used in
cénnection with the provisioniof service.

Under the toll rates authorized with a termihal.charge of
30 cents for the first 3 minutes and 10 cents for cach minute
thereafter, some incréaées and som¢ decreases in individual toll
charges will result. In the over-all usage, however, toll ﬁsers
'_ will pay no greater amount than tﬁcy are presently paying for toll
service. At the same time applicant will receive inereased

revenues therefrom.
QORDER

Harry H. Baker, operating as Raymond Telephone Company,
heving applied to this Commission for authority to increase and
revise rates and charges for exchange and toll telephone service
furaished in'Madéra and Mariposa Counties, a pubdlie hearing thercon
having'béen held, the matter having been submitted and now beiﬁg
ready for decision, .

IT IS HERWBY FOUND AS A FACT that the increascs in rates
and charges authorized herein are Justified, and that the present
rates, in 5o far/as they differ from those presceribed herein, are
unjust and unreasonable; therefore, | | "

IT IS HEREBY ORDERED as follows:

1. Applicant is authorized to file in quadruplicate with this
: Comzmission, after the effective date of this order and in
conformity with General Order No. 96, the schedules of

rates shown in Exhibit A attached hereto and, after not
less than five (5) days' notice to the Commission and the

8-




public, to mdke said rates effective for service
furnished on and after November 1, 1953, exceptins that
rates for individual, two-, four- and ten=-party line
Service in the Coarse Gold Zone shall be made effective
coincident with the installation of dial service.

Coincident with the establishment of dial service in the
Coarse Cold Zone, applicant chall establish a base

rate area in the community of OQakhurst, the boundaries

of which shall be subsrantially as set forth on Chart 9-A
of Exhibit No. 2.in this procceding. . Necessary tariff
revisions resulting therefrom, in accordance with

General Order No. 96, shall be made on not less than

five (5) days® notice to the Commission and the publis.

Applicant shall review the accruals to depreciation
reserve when major changes in plant composition occur
and for each plant account at intervals of not more than
five (5) years. Results of these reviews shall be
submitted to this Commission.

On or vefore December 31, 1952, applicant shall:file in
quadruplicate with this Commission, in conformity with
General Order No. 94, rules governing subscriber
relations, revised to reflect present-day operating -
practices, together with current forms that are normally
used in connec¢tion with customer service.

The Pacific Telebhone and Telegraph Company,is authorized
to file and make effective appropriate rovisions in its
tariff schedules to reflect the toll rate changes
hereinabove ordered and authorized coincident with the
filing by the Raymond Telephone Company.
The effective date of this order shall be twenty (20)
days after the date hgroof. |
. ) | ~
ted av 72;¢4060'd&, California, this o ~
day of w1952, ’

W A
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EXHIBIT A
Page 1 of 7

Schedule No, A=l
FLAT RATE EXCHANGE SERVICE

APPLICABILITY

Applicable te individual and party line business and rosidence flat
rate exchange telephone sorvice. , :

TERRITORY

- Within the Ruymond base rate areas of the Raymond Zone and the Oukhurst
base rate area of the Coarse Gold Zone as sudd areas are defined on maps
filed as part of the tariff schedules. .

RATES

Rate per Month
Raymond Qalctrarst
Base Rate Ares Base Rate Area
Residence Business Residence Business
Service Service Servica  Service .

Zach individual line ' L

primary station - $6.00 $7.50 $6.50 38.50
Zach ‘two-party line ,

primary station 5.00 6.60 7.50
Zach four-party line ’ o

primury station Lo25 5.90 6.50
Each extension station 1.25 1.75 1.75

SPECTAL CONDITIONS

1. Individual apd porty line sorvices will be provided outside the
base rate areas and within the Raymond and Coarse Gold Zones at the above
rates and mileage charges. ’

2. Extension sté.ti.ons at the above rates will be installod on the
seme premises.as the primary station.

3. The above rates within the Qakhurst base rate area are applicable
in connection with disl service. t




EXHIBIT A
Page 2 of 7

Schodule No. A=l
EXCHANGE SERVICE - MILEACE RATES

APPLICARILITY

‘Applicable to Individual and party 1ine Lusiness and residence flat
rate exchenge telephono service. o

TERRITORY

- Within the suburbon areas of the Raymend and Coarse Gold Zones as said
arcas are defined on maps filed as part of the company's tariff schedules.

RATES

Rate per Euch Ono-Quarter Mile
or Fraction thereof per Month.

Each individual line primary station %0.50
Each two-perty line primary statien - «35
Zach four-paxty line primary station < 25

SPECIAL,_CONDITIONS

1. The above rates a.ré, based on 'bhe' air-line distance measured betwsen

the subseriber's primary station and the nearest point on the boundery of
the base rate area. o

2. The above rates are in addition to the base rates for similor
service set forth in Schedule No. A-l.
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EXHIBIT A
Page 3 of 7

Schodule No, 4~5
SUBURBAN SERVICE

APPLICABILITY

Applicable %o suburban service.

TERRITORY -

" Within the suburban areas of the Raymond and Coorse Gold Zones as

said areas are defined on the map filed as part of tho compony's tariff
sehedules. :

RATES

Rate per Month
Raymond Zone ) Conree Cold Zone
Residence Buciness cidonce Business
Service  Service  _Serviee Service

Zach ten-party line

privery station $4.75 $6.25 $5-00 $6.75
Bach extension gtation

with boll , "1.25 L.75 1.25 1.75

SPECTIAL CONDITIONS

1. Suburban service is furnishod eutside the base rate areas but

within the zone area. In no case will the total number of primary stations
connected % one circuit oxceed ten (10) stations.

2., Extension stations at the sbove rates will be ingtalled on the

same premises as the primery station. Only one extonsion station with bell
- will be furnished in connection with each primury station,

3. The above ratos within the Coarse Cold Zonme are applicable in
connection with dial service. _ '




EXHIBIT A
Page L of 7

Schedule No. A=5(d)
SUBURBAN MULTI-PARTY SERVICE

APPLICABILITY

Applicable o suburban multi-purty service.,

TERRITORY

Within the Ahwahnee, Ben Hur and Cearse Gold Zones as ili.‘.’v_‘xid 20R05 are
defined on & map filed as part of the company's teriff schedules.

RATES

Rate por Month '
Sesidence . . Business
Service ; Service

Each multi-party line primary station $4.00 $5Q60'
EZach extension station without bell 1.25 ’ 1.75

SPECIAL CONDITIONS

1. Suburban lines within the above zones are not limited as to tho
nmber of stations on cach line.

2. Service under this schedule in the Coarse Gold Zone will be
discontinued to any subscriber whes the company offers to provide suburban
10-party service in accordance with Schedule No. A~5.

3. Extension stations at the above rates will bo installed on the
same premisec as the primary station. '




EXHIBIT A
Page .5 of 7

Schedule No. B-1
T01L SERVICE

APPLICABILITY

Applicable to message toll telophome sorvice.

TERRITORY

Within the company ocrving arca a3 defined on maps £1led as port of
the toriff schedules.

RATES

1. Mileages and Correspending Rutes for Different Classes of Service.

Y

Station Service, Person Service,
Paid and Collect# Paid and Collect
Day, Night and 3unday Day, Night and Sunday z

« Up %0 First :  kach s First :Hach Additional Minute-
Over - & Incl. - 3 Minutes :Add'l, Min.: 3 Min.: First 3 : Over 3

O lo $Ools 30.05 60035' 30-10 ' ‘Jo-os
10 15 «20 .05 40 .10 05
15 20 .30 .10 500 s .10
20 25 .35 10 55 od5 .10
25 20 40 .40 .60 -0 10
30 35 L5 o5 b5 .20 w15
35 L0 . 50 A5 75 25 . .15
Lo .50 .55 .15 L0 .25 L5

Rate Mileapge

(TR LI E BT Y )
LR IR L BT B ] )

.

s Minimum charge for a station scrvice collect
BESSLEE iz $0.30 for the first 3 minutes and
$0.10 for each additional minute.

2. The rate mileages between company toll zones and botween these
zonec and Madera are the Post Route Map air-linme dis tances as shown below:

Between Raymond Madcra Coarse Gold Ben Hur

Madera 20 miles = = miles 29 miles 28 miles
Coarse Gold 12 miles 29 miles - miles 16 miles
Ben Hur 11 miles 22 miles 16 miles. - miles
Ahwahnee 15 miles 33 miles 8 miles 13 miles




EXHIBIT A
Page 6 of 7

Schedule No. B~ (Continued)
TOLL - SERVICE

RATES (Continued)

3. The initial period rate for station service between company
zones and between these zones and Madera are as £ollows:

»

Betweern Baymond  Madera  Coarse Gold Ben Hur.
Madera £0.30 $ - $0.40 $0.L0-
Coarse Gold .20 0.40 - . .30
Ben Hur ‘ .20 40 .30 -

4. Toll terminal charge applicable to each intrastate toll
message involving connecting company lines beyond Madera: $0.30 for
the first 3 minutes and $0.10 for each additional minute.

SPECIAL CONDITIONS

1. Rates shown in this schedule under RATES 1, above, apply
L0 messages between zones over lines owned and operated by this
company, including nessdgos between zones of this company and Madera.

2. Rates for intrastate messages between zones of this company
and points roached over the connceting company lincs, except Madera,
are the through (direct) rates quoted by The Pacific Telephone and

Telegraph Company, in addition %0 the toll terminal charge listed
under RATES L, above. '

3. Rates for interstate toll messages are the through (dircct)
rates quoted by the American Telephone and Telegraph Company or its

connecting companies, not including the toll terminal charge listod
under RATES 4, above.

L. Classes of service consist of station and person service.

3. Station service is. that service under which the person

’ originating the call gives only the telephone number of
the station or PEX system desired or the name and
address under which tho telephone is listed and doos not
specify & particular porson or PBX station to be reached
at the called point.

The measurement of the duration of & station call

for the purpose of application of rates shall begin at




EXHIBIT A
Page 7 of 7

Schedule No. B-1 (Continucd)

TOLL SERVICE

SPECTAL CONDITIONS (Continucd) -

at the moment telephone communication is established

between the calling stotion and the called station or PBX
switchboard.

Person service is that service under which orders.are
accepted to establish communication between spocified
. persons, or a particulsr station reached through a PBX.

The measurement of the duration of a person call for
the purpose of the application of rates shall bogin at
the mement when communication begins with or botwoen tho
particular person or percons specifiod in the order, or

other party accepteble to the person ecalling on the PBY
station called. '

5. Charges for all classes of tolephone calls are billed against
or collected from the calling telephone, except that upen requost tell.
charges on ¢alls may be billed against or collected from the called
telephone (i.c. charges may be roversed) if the charges are aceepted

t the called station, or by zpeciol arrangement, the calls arc billed
against a third party or telephone. '
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