
BEFORE THE PUBLIC UTIL!T!ES COMMISSION OF THE STATE OF CALIFORNIA 

Appl:tcation of THE WESTERN UNION ) 
TELEGRAPH COMPA~l, a corpora~icn, ) 
for an order ~uth~rizing it ~o ) 
incrca~c and rcvi~e certain intra- ) Application No. 383$5 
ztate rates and regulations ) 
applicable to telegraph service ) 
within the St".to of Ca11for:lia... ) 

Pillsbury, !--!adison &, Sutro by J on."l A. Sutro 
and Noel D~~r, ~or applicant; 

. ~ -'- _ • .; P 1 L ':> ' .rt C· Dlon fi. Ho~ ~n~ ~u • ~e~y., ~o~ ~ty 
of San F~anci$co; inte~~d party; 

1i£!'.;:[ E. Jorc:ar., for City of Long Bea'Zh, pro
'C~z-:.ant ; 

William w. Dtmlop, £o~ the Co~~iosion staff. 

o PIN ION ---- ........ - .... 

~?~licant's Rcouezt 

The Western Union Telegraph Co~pany, hereinafter referred 

to ~s applicant, engaged in the transoction of telegraph business 

within the State of California and throughout the United States, 

filed the above-entitled application on Sept0mbc~ 5, 1956, for 

authority to increase rates applic~ble to its in~ra$tate tele~aph 

Z0:-viccs withi:.. th~ Sta~e of Co.li!'ornio. i'lhich will result in a."l 

over-all incrcas~ in a~~u~l revenues of appror~mo.tely $7lZ,500, or 

15.63 per c0nt, based on the level of operations for the 12 months 

end.~ng !w1o.y 31, 1956. Applica:'lt requ0s-:,s authority to eff~et 

increases in the following schedules, in the manner ~hown in 

Exhibits 6 and e ~tto.chod to the application: 

Schedule No. 
C-l c-z 
C-3 

C-10 
C-12 
C-14 
C-16 

Description 
Full Ro.te Tele~aph Service 
Doy letter Scrv~ce 
~ight Letter Service 
Co:r.mercio.l News Serlicc 
Money Order Service 
Press Service 
Message Telegraph Service, 

Rules and Regulations 
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Public Hell.r1ng 

After due notice, public hearing was held on this applica

tion on November 26, 1956 in San Franci~eo before Commis~ioncr Ray E. 

Untereiner ~~d Examiner M. W. Edwards. Applicant presented six 

exhibits and testimony by three witnesses in support of itsapp1ica

tion. The Commission s~aff, reprc~entcd by i~s ~elephone and tele

graph engineer, participated in the hearing ~nd through crO$S

examination of applicantfs witnesses bro~ght out important facts to 

aid the Commission in deciding this matter. A representative for the 

City of San Francisco a.lso participated in the h~aring and cross

examined the witnesses. A representative for the City of Long Beach 

appeared as a protestant in the hearing, testifying that substandard 

service was being rendered in Long B¢ach and ~rging that the 

Commission require the applicant to improve its service before any 

increase in rates is granted. 

Apolicant's Position 

Applicant r~presents that n~w labor contracts, to replace 

the labor contracts which expired May 31, 1956, will add approximately 

$14,736,000 to its total system-wide operating expenses on an annual 

basis, and that the effect of ~his increase, if reflected for the full 

year 1956, would be to reduce its system-wide landline rate of return 

from 6.1$ to 2.6S per cent. Applicant also represents that with the 

proposed rate revisions in effect, both interstate and intrasta~c, 

its indicated landline rate of return would be approXimately $.72 p¢r 

cent. 

Applicant states that the Federal Communications COMOission 

has permitted rate reviSions, corresponding to those proposed for 

California, to become effective for interstat~ service without formal 

hearing and that such new interstate rates became effective 

August 26, 1956, except for intra-U.S. press telegraph message s2rvice 

:evisio~s which became effective September 14, 1956. Applicant'S 

pOSition is that the proposed rate revisions will maintain existi~g 
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rate uniformity 'between interstate and intrastate eerviees 

~nd will result ina fair and ~quitable distribution throughout the 

United States of the increased revenue requirement. 

Evidence on Earnings 

For the State of Cal~i'ornia, applicant represents that the 

intrast~te oper~tionz showed a loss' of a?proxima~ely $247,000 £o~ ~he 

12 months ended May 31,1956 and that'after allowing for the effect 

of the new labor contract and the proposed rate revisions the net 

,revenuewill'be only $12,300, without any allowance for traffic 

shrinkage resulting fro~ the'higher rates. On an intrastate rate 

base of approximately $4,365,000 such net revenue is equivalent to a 

rate of return 0'£ O.2S per cent. Applicant f s summary of intrastate 

operating results for the 12 months ended May 31, 1956 as experienced 

and"as ad-jus.ted follows: 

· Intrastate : Adjustrnents: Ad.justed · · Operating . on Annual . Operating · . -' · 
-· · · · Item · Results Basis : Results ' . 

Operating Revenues $5,641,143 $746,4.52 $6,3$7,595 
Operating Revenue Deductions 

478,062 $,.901,762 Operating Expenses 5,423,700 
Uncollectible Operating Rev. 8,749 8,749 
Depreciation Expense 305,370 305,370 
Operating Taxes 150,544-

, 8:$70 
150,5.':.4 

Federal Income Tax - e:S70 
Total Deductions 5,888,,363 4S5,932 6,375,:!9) 

Net Revenue (24.7,220) 259,520 12,300 
Intrastate Rate Base 4,365,4.22 4,365,422 
Rate of Return '-% O.2S% 

(Red Fig1:.re) 

The above revenue adjustments consist of $712,543 in 

proposed rate increases 1 $2S,392 in private wire syste~ increases and 

$5,517 in errand service revisions·. The operating exponse adjustments 

conSist of: $452,100 fo::- new labor contracts', $14,120 fo::- Fair Lo.bor 

3t.lndar~s Act minimum wage effective March' 1, 1956', and $11,$42 for 

the wage increase of December 1, 1955~ 
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The representative for the City of San Franciceo questioned 

applicant's failure to show an income tax credit in the non-adj~$ted 

results. He contended that the loss in California would reduce the 

income tax r€~uirement on the remainder of the system. The applicant 

disagreed· \o,ith this method of allowing for income taxes. !n reality 

it does reduce the loss shown for California intrastate operations, 

but still does not alter the concluZion that the intrastate operations 

currently are not showing a fair rate of return. Further, even with 

the increased rates the evidence does not in~icate that applicant 

~~ll be earning a reasonable return on its California intrastate 

plant devoted to the public service. , 
Senarations Procedures 

It should oe pointed out that the above California intra-

state results are arrived at by for:alized state separation 

studies, because the applicant does not m~intain its books and 

records so ·'lS to distinguish between interstate and intr:lstate oper-

ating plant,. revenues, and expenses. The saoe telegraph equi~ent 

and facilities are used to transmit and receive intrastate as well 

as interstate messages and ~ost oper~tors, clerks and messengers 

handle both types of ccssages. - f... copy of the I~anual of Inztructions -

S~ate Separations Studies, as revised J~nuary 1, 1956, is a part of 

the record' in this proceeding as Exhibit ~~o~ 2 

The Commission has considered the zethod which ~pplic~nt 

uses to separate revenues and expenseS several times in rate eases 

since the end of ~lo;-ld War II in 1945. Ce:otain changes and. rcfine- -

cent~ have been made in the study and gener~lly applic~~tTs studies 

have been accepted. In this proceeding the st~ff obtained copies of 

applican~Ts work papers and did not object to tho results of its 

separati'on study. For the purpose of this proceeding applicant's 
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separation study is accepted; however, futu~e experience may show 

that further changes or refinements are justifiod. 

Applicant's witness on cross-e~nation testified that 

Western Union had taken advant~ge of accelerated depreciation for 

Federal income tax purposes using the S~~ of the digits ~cthod fo: 

certain classes of plant and the declining bal~~ce method for other 

plant classes. Applicant's income tax accru~l$ ~~d applicant's 

ea:ning exhibits presented in thio proceeding reflect Federal income 

taxes as paid. A.ccording to the witness," the effect of accelerated 

depreciation on applicant's operations was equivalent to a reduction 

in Federal income tax rate from 52 per cent to approximately 41 pe~ 

cent. By applic.~tfs method the CU$to!U~rs · .... ould receive the benefit 

of this reduction in taxes. 

Rates, Present and Pro~oscd 

The greeter part of the proposed $712,543 rate increase is 

accounted for by public "rate teleg:-aph message serVice in the amou."'lt 

of $628,026, or a 16".15 per cent increase. Applicant proposez to 

reduce the number of rate zones by combining the present first and 

second zones and to increase the rate schedules applicable to full 

rate, day letter and night letter messages, but retaining the present , 
form a.nd base rate word al1o\>tancE:s as !ollows: 

Public Messa~e Tele Rates 
.wxpressed lon 

: . .) : FUll Rate Message: 
: :~ileage Zones : 1 1'lords or Les"s: 
~--~~-~~~-- ~~~~~-=~~~--~~~~~~ : From To: resent:rropos 

o 75 75t) 
76 125 85) 

126 225 95 
226 425 110 
426 750 125 
751 1,125 140 

95i 
105 
115 
130 
145 
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The above basic rate increases acco~~t for approximately 
. 

8$ per cent of the proposed total revcnue incre~se. In addition, the 

other proposed rate changes are: 

1. 

2. 

3. 

5. 

7. 

RctA-in th~ p.r~::;cnt reduction of 20 cents per. 
m~ssage on tie lines for sent paid intra-U.S. 
messages, applying such reduction to messagcs 
in ~xccss of 50 per ·month instead of to those 
in excoss of 100 per month as at present. 

Eliminate nother-line~ charges published in 
the Directory of Stations for two-star, three
star and four-star points_ 

Eli~inate the practice of collecting telephone 
toll charges on messages delivered by telephone 
to places where the telegraph office has closed 
for the day. 

Retain the present basis for telegraph toll 
charges· on telegraphic money orders, that is, 
to add the money order charge to the l5-word 
full rate message or 50-word night message 
and increase the money order charges. 

ReVise upward the charges for press ~cssagcs, 
retaining the present form of sche1ule. 

I 

Revise upwar.:i the charges for C .. N .. D .. (Coo:ler
cial News Department) quotation service by 
message, retaining the same form as the present 
schedules based on the same mileage rate zones 
as apply to reg~lar telegraph message ~raffic. 

Revise upward the charges for C.N.D. Full 
D~scriptive reports of b.:lseball gaocsplayed. 
at organized league parks, and a surcharge 
in cases where the customer requires that the 
telegraph cOQpany furnish a receiving operntor. 

As may be noted, somc of the changes result in reductions. These are 

designed to improve the acceptance of the service by the public but 

in total do not represent a large a~ount. 

Service 

The represcntative of Long Beach testified that the service 

wns substandard in Long Beach and as an example presented a copy of a 

night letter telegram received in Long Beach at 9:11 p.m. on 

November 20, 1956 that was not received by the party to whom the 

telcgraT. was a~dresscd ur.til the aft~rnoon of the 21s~. He contended 
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that this message sho,uld have been telephoned to the party addressed 

on the night of the 20th. 

The applicant investigated this matter and offered the 

following explanation: ffThis was a night letter and was not delivered 

until the next day in accordance with the applicant's tariff schedules. 
' . 

The message was delivered shortly after 10 a.m. The party concernee 

was not at home, but another person living there accepted the message 

and later turned it over to the party addressed. This message' hap

pened to be a death message, and it is the applicant's policy not to 

telephone death messages, except in unusual circumstances." 

With regard to the charge of substandard service, applicant's 

witness testified that its supervisors and managers are continually 

checking and inspecting the performance of its various offices. Its 

last check in Long Beach on November 1, -1956 showed that 96 per cent 

of its business messages were dispatched within 10 minutes after 

arrival and 86 per cent of its SOCial messages were dispatched within 

45 minutes after arrival. The witness testified that these perfor

mances are better than the Federal Communications Commission service . 
standards of 75 per cent within 10 and 45 minutes respectively. 

Findings and ConcluSions 

Applicant's st~dies indicate that earnings nationwide on the 

baSis or the proposed rates and the current level of expenses will be 

less than a 6 per cent rate of return and on the California intrastate 

business less than on,e per cent. While there may be some question as 

to the propriety of ~he level of certain allocations to California, 

an analysis indicates that if the home office allocation of $447,625 

is completely ignored the California return a!ter income tax,ef~ec~ 

would not show an excessively high return. !t is clear that the rates 

r.equested in this proceeding are justified. This is pa.-ticularlj . 
true in view ~f the fact that these rates are no higher than those 

currently in effect for intrastate service in a number o! states. 
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v~ilc the reprcoontnt1vo from Long Beach requested an 

improvement in service before granting any increase, tho testimony 

and the operating policy outlined by applic~~trs witno~s did not $how 

service to be cubotand~rd in long Beach. True, applicant has had ~~ 

operate efficiently and devise :neans 'to reduce expenses, parti'cularly 

since the wages of messenger boys have gone from a prewar level of 

25 cents per h~ur to a current level of $1 per hour. It has 

extensively mechanized its operations to reduce the effect of con

tinually riSing wage levels. It realizes that at the level of rates 

as proposed much business may be lost to other forms of communication. 

After thorough cross-examination of applicant's witncs= on service 

m~ttcrs, it is our finding and conclusion that the service currently 

being performed by applicant is within the standards and rules on 

file with the Co~~ssion, and we find no basis for withholding the 

granting of this applicat10n as requested oy the City of Long Beach. 

The Commission finds that the increases in rates and 

charges authorized herein are justified; that the eXisting rates, 

in so far as they differ therefrom for the future are unjust and 

unreasonable; and that an order should oe issued authorizing the 

increases proposed by applicant. 

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

The Western Union Telegraph Comp~~y, having applied to this 

Commission for an order authorizing increases in telegraph rates and 

charges, a public hearing having been held, the matter having been 

submitted and now being ready for decision, 

IT IS HEREBY ORDERED that applicant is authorized to file 

in quadruplicat~ with this Comoission after the effective date of 

this order, in conformity with General Order No. 96, the schedules 

of rates shown in Exhibit No. 6 attached to the application, ~~d after 
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not less tha.."'l five days f notice to this Ccm:nission and, to. the. public, ."i._ ... ,.... '" " , r"",,.. 

to make said rates effective for service furnished ,on and<,af't~ 

J,anuary 20, 1957. 

The effective date of this order shall be twenty days a!~er 

the date hereof~ 

"c~· Dated at __ ...;;s.;;;all--.,Frnn.-;;;;Cl."ICO.;:;;:;";.;;.;;.. __ , California, this /& - day 

~ -. ."., . 'j 00· <'0* co ~ A ,~" 0 ." . <> ," ,<, 

" f~. ~ __ ... '~ _ • r 


