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Decision No. 2 %

Application of PETROLIA TELEPHONE )

COMPANY (1) for authority to in- )

crease rates and charges on an )

interim basis and to change its )

serving arrangements; (2) to issue) Application No, 39891
shares of its common stock; and )

(3) to enter into contractual ar- )

rangements for modernization of 3

its plant property.

OPINION AND ORDER

The above-entitled application by Petrolia Telephone Com-
pany requests authorization (a) to increase rates and charges as set
forth in Exhibit B on less than Statutory notice under the provisions
of Sections 491 and 454 of the Public Utilities Code and in compliance
with the provisions of General Order No. 95; (b) to carry out the pro-
visions of the contracts shown in Exhibits F and G; (c) to issue
shares of its common stock as shown in Exhibit H; and (d) to issue
additional shares of its common stock for cach $5,000 increment of
value of new plant added under contracts, Exhibits F and G, and to

issue a note,

Applicant is a corporation organized under the laws of the

State of California and is engaged as a pubiic utility in furnishing

iimited hour telephome service in the towms of Petrolia and Honeydew
and adjacent areas of Humboldt Couns » California. Toll service is
routed through Eureka over toll cireuits owned and maintained by The
Pacific Telephone and Telegraph Company.

Applicant requests authority to increase rates for business
and residence service and to file rates for two-party business and

suburban service not previously offered. Applicant also proposes to
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Teplace limited-hour service with substantially 24-hour service when

the proposed rates become effective, This type of limited-hour serv-
ice under present day operating conditions is considered as sub-
standard service.

Subsequent to the filing of this application, the company
was authorized to file tariffs effective April 16, 1958, establishing
the Honeydew-Curzon Special Rate Area with rates for two- and four-
party business and two-party residence service at the rate levels
Tequested herein. The above tariff filing also established rates for
suburban service and move and change and service comnection charges.
The effect of this tariff filing is to narrow the rate request sub-
stantially to the Petrolia Base Rate Area. The present rates have

been in effect for over 30 years. A comparison of the present and

proposed rates is as follows:

: ! Present : Proposed :
:Class and Grade of Service: Rates - Rates :

Business

-Party $2.00 $5.00
2"Pa-rty s 4 . 25

4-Party 1.50 4,00
Extension Station 1.00 1.50

Residence

- arty 1.75 4.50
2-Party 1.50 4.00
Extension Station 1.00 1.50

It is estimated that the proposed rates would increase
annual gross revenues by $600 based on development in Petrolia Base

Rate Area as of April 1, 1958,

Estimates of revenues and expenses for the second and third

quaxters of 1958 annualized are contained in Exhibit C together with
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the actual 1957 results. These results, both of which are on the

basis of manual operation, are summarized below:

1957 Actual 1958 Estimated
Present Rates  Pronosed Rates

Operating Revenues $ 2,986 $ 9,090
Operating Expenses 10,669 15,300
Net Revenue - Loss 7,683 6,210

The company also requests authorization for two contractual
agreements. The first agreement provides for the furnishing by
E. A. Bosmer & Co. of management engineering services. The second’
agreement provices for the purchase of certain telephone equipment
and services from Independent Telephome Company as specified in
Exhibit G 2t an estimated total cost of $26,565. To finance this
amount this agreement states that Petrolia shall issue common stock
for each $5,000 increment of equipment and services furnished by
Independent. The agrecment provides further that Petrolia shall exe-
cute a 1l0-yeaxr 5% note in favor of Independent for sums due. In
addition to requesting authority to issue the above common stock and
to execute rthe l0-year 57 note, the company also requests authority
to issue to W. E. Johnston, the present Petrolia ovner, 258 shares of
$50 par value common stock in total smount of $12,900 which approxi-
mates the undepreciated historical plant cost on December 31, 1957
shown in Exhibit D attached to the epplicatiom.

The authorication herein granted for the issuance and sale
of the shares of common stock is mot to be construed as indicative
of amounts to be included in a future rate base for the purpose of
determining just and reasomable rates.

The Commission has considexed the above-entitled application
and is of the opinion that a public nearing is not necessary; that the
granting of the application, as herein provided, will not be adverse

to the public interest and should result in improved telephone
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service; that the money, property or labor to be procured oxr paid for
by the issuc to W. E, Johnston of 258 shares of common stock and by
the issue of a note in the principal amount of not exceeding $26,565
is reasonably required for the purposes specified herein; that such
puxposes axe not, in whole or in part, reasonably chargeable to oper-
ating expenses or to income; and that the request to issue additional
common stock to Independent Telephone Company should be considered in
& supplemental decision upon receipt of additional information; there-
fore,

IT IS HEREBY FOUND AS A FACT that increases in rates and
charges authorized herein are justificd end that present rates and
charges, in so far as they differ from those hereln authorized for
the futurc under dial operation, are unjust and unrecasonable;
therefore,

IT IS ORDERED as follows:

1. Upon notification in writing to the Commission to the com-
pletion of its conversion to full dial operation and the esteblishing
of 24-hour service applicamt is autherized to file in quadruplicate
with this Commission ond in conformity with the provisions of General
Order No. 96, schedules of rates rovised in accordance with
Appendix A attached to this order and after not less than five days'
notice to the public and to this Commission, to make said revised
rates effective for all service rendered onm or after the first day of
the first calendar month thercafter.

2. Upon the completion of its dial comversion program, appli-
cant shall determine depreciation accruels by the straight~line
remaining life method of depreciation accounting, reviewing such
accruals at intervals not excceding four years and whenever major
changes in plant composition oeceur. Results of such initial deter-

winztion and subsequent reviews shall be submitted to the Commission.
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3. Applicant is authorized to carxry out the terms and con-
ditions of the service agreement with E. A. ﬁosmer & Co., dated
Jemuary 18, 1958, and attached to Application No. 39891 as Exhibit F
thereof and to caxry out the terms and conditions of the sales and
loan agreement with the Independent Telephone Company, dated
January 18, 1958, and attached to Application No. 39891 as Exhibit G,
except as otherwise provided in this decision.

4. Applicant, on and after the effective date hereof and on or
before June 30, 1959, may issue and sell not to exceed 258 shares of
ity common stock at not less than $50 a share and a note in the prin-
cipal amount of not exceeding $26,565 for the purposes set forth in
this application.

5. Applicant shall file with the Commission a report, or
reports, as required by Gemeral Order No. 24-A, which order, in so far
as applicable is made a part of this oxder.

6. On or before September 30, 1958, applicant shall file in
quadruplicate with this Commission rules and regulations reflecting
present-day operations and relations with his subscribers‘together
with currently used forms pertaining thereto.

7. The authorization hercin granted to issue a note will become
effective when Petrolia Telephone Company has paid the fee prescribed
in Section 1904(b) of the Public Utilities Code, which fee is $27.

In other respects, the order shall become effective twenty days after
the date herxeof.
Dated at Sam Francisco » California, this %day

2207 , 1958. |
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Schedule No. A-1
INDIVIDUAL LINE AND PARTY LINE SERVICE

APPLICARTLITY

Applicable to individual and party Iine business and residence flat rate
telephone service. :

TERRITORY

Within the Petrolla Base Rate Area of the Company®s exchange as defined
on maps filed as part of the tariff schedules.

BATES Rate per Month
Business Mlat Rate Service:

Tach Individual Line STation .ceeveseenvss $5.00
foch Two-Party Line Station ceveeereves.. 45
Zach Four-Party Line Station ..cevecee.... 4.0
Each Extonsion Station .wecveeseveeseeeenn. 1.%0

Residence Flat Rate Service:
Bach Individual Line Station ..evveeeeeses $4..50
Zach Two-Party Line SLation +eevevseecoens 4.00

Each Four Party Line Stetlon .cevecvene... 340
Bach Extension SLatlon eeeeecsecveseeseees 1.25

SPECIAL CONDITIONS

1. Extension stations at the above rates will be Installed on which the
primexy station is located. The above rates Plus nmileage charges ere appli-
cablo to off-premi.es extension stations.

2. FPorty line services will be provided outside the bese rate area =t
the above rates plus mileage rates as set forth in Schedule No. A3,




APPENDIX A
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Schedule No. A-1(a)
PARTY LINE SERVICE

APPLICABTLITY

Applicable to party line busimess and residence flat rate service.

TERRITORY

Within the Honeydew-Curzon Specisl Rate Ares as sald area is defined on
& map filed as part of the tariff schedule.

RATES

Rato per Month
Business Residence

Sorvice  _Servige

Zach Two-Party Line Primary Station ..... $4.25 $ -
Each Four~Party Line Primary Station .... 4.00 3.40
Each Exttension Station eeeeeveseevcessens 1.50 1l

SPECIAL CONDITIONS

1. Extension stations at the above rates are installed ox the premises
on which the primary station is located. The above rates plus mileage rates

are applicable to off-premises extension stationsz

2. DParty line services will be provided outside the specilal rato area
at the above rates plus mileage Tates as set forth in Schedule No‘ A_B.




