
ds· 

Decision. No.. 57S~2 -------------------
BEFORE 'I'KE PUBLIC UTILITIES COMMISSION OF 'tHE STAtE OF CALIFORNIA 

In the ~tt~r of the Appl~c~tion of ) 
CALIFORNIA WA'I'ER. & TELEPI:l0NE COMPANY ) 
for wthority to increase its rates ) 
~nd c~r8cs for telephone service. ) 

) 

Applic:ltion No·. 38685 
(Amended) 

(Appearances and Witnesses are listed in Appendix B) 

OPINION a.-. ______ _ 

Applicant's Re~st 

Califo~~a Wat~r & Telephone Company~ a California 
11 

corporation,- filed the above entitled ~pplic~tion on December 21~ 

1956, and filed '>3mendmcnts thereto on August 29 ~ 1957 ~ on March 11, 

1958, and on June 20, 1958, $ecl~ng ~ut:hority to increase rates and 

charges for telephone service. The o~iginal application request was 

for ~n increase of appro~tc1y $1,472,000 or 11.6 percent on the 

basis of est~ted telephone revenues of $12,648,410 for 1957 under 

then existing rat~ levels. By the third amenclm.ent the request now 

is for Dn inercDse of approxi~tely $1,970,000 or 12.1 percent on 

the bDSis of estimDted telephone revenues of $l6~255~884 for 1958 

under present rate levels. 

Duri...lg the inte::val between December 21, 1956 and June 20, 

1953, important ch3uges were made in the multi-mess.3ge unit rates in 

11 Ap~licant is Q public utility rendering water serviee in various 
arcas within the Counties of San Diego, Los P.ngcles and Montcrey~ 
and telephone service in various areas wit1~in the Counties of 
Los Angeles, Riverside and San Bernardino. During the year 1957 
Dpplieant ' s water ope=~tions aceounted for 25.1 percent of its 
total rcvenues of $17,722~301.14 for the year. 
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2/ 
the Los Angeles Extended Area-and in. the 1nCssage toll rates of 

The Pacific: Telephone and Telegrapb Company which benefit: the 
3/ 

applicant:- Full weight is given to these benefits in 8r:d.vin,g .at :3 

<lec.ision on applicant' s request contained in its third amendment to 

the application. 

Public Hearing 

After due noc:ice ~ eight days of public hearing in this 

matter were held before COtmXlissioner Rex Hardy and/or Commissioner 

Matthew J. Dooley and/or Examiner Manley Til. Edward.s during the period 

~y 22~ 1957 to October 20> 1958> in Los Angeles> Redlands> 

San Francisco and San Fernando. 

At 1:be first dtJy of hearing in Los Angeles the applicant 

presented thirty exhibits and 't.estimony by four witnesses in support 

of its original request. Counsel for the COfl1IX1ission's staff> on 

reviewing applicant' s Exhibit No. 14> made a motion to dismiss the 

proceeding StDting that the company's own figures show :l rate of 

return of 8.64 percent in 1956 and .an estimated 7.26 perCCllt in 1957 

for its exchange opc:ations and thae this Cormniss1ou should not 

increase exChange rates to c£fsct deficiencies fn toll or in multi

message unit compensation. 

Jj By Decisions Nos. : 5936 and 56048 dated December 10> 1957" .and 
January 7 ~ 1958, :espectivt:ly, this Commission authorized on 3n 
interim basis a reductio~ in the length of mileage steps for 
multi-mesSllge unit service in the Los Angeles Extended Area. 
On May 21> 1958, the Supreme Court of the State of California 
denied a petition for writ of r~cw filed J~ 14, 1958, on 
beh.1l1f of the Cities of Los Angeles 8ud Long Beach and 't::W'o 
individuals seeldng to have that COUl:'t review- the lawfuluess of 
the aforesaid decisions. 

~I By Decision No. ~6652> effective May 26. 1958, this C~ssion 
made permanent the aforeS8id mileage step crumgcs, authorized 
!he Pacific Telephone and Telegraph Company to place into effect 
l.nQ:e.ascd message toll rates. Applicant benefits from these new 
rates through settlexnent cO'O.tract:s with '!he Paeific ':telephone 
and Telegraph Company. 
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e. 

The second cLay of heariDg.~ held in Redlands on May 23~ 

1957 ~ was for the purpose of advising t:he 8PRlicant I s subscribers 

and the public 8S to progress of the hearing and taking of any public 

statements. A representative from Desert Hot Springs appeared at 

the he.aring~ presented 3 petition signed by a number of subscribers 

and made a request for exeended service between the Desert Hot Springs 

and e.."le Palm Springs areas. By Decision No. 56194" dated February 4~ 

1958~ applicant is authorized to inaugurate extended service betwee=. 

the Desert Hot Springs exchange and the Palm Springs Main exchange 

on or before April l~ ~959. 

Tbe third day of hearing, held in San Francisco on June ll~ 

1957;, before the Commission en bane;, was for the purpose of receivi..""lg 

argument on the mot~on to disrciss. 

'.the fourth day of hearing> held in Los Angeles on 

September 19~ 1957 ~ was for the purpose of receiving testimony from 

four subscribers and additional evidence from the applicant. 

At the fifth day of hearing in Los Angeles on Jtme 26 ~ 

1958, applicant presented exhibits and testimony regarding its third 

amendment to the .application. 

At the sixth day of hearing in 'Los Angeles on Septembe: 18, 

1958, the Presiding Comcrl.ssioner denied the staff's motion to dismiss 

and received additional evidence from the applicant. with regard to 

its third amendment to ehe application. On September 19~ 1958~ the 

Co:nm1ssion staff preser.:::ed its independent ~n.alysis of the applicant's 

operations based on the third acendclcnt :=0 the application. On 

October 20~ 1958~ the eighth ~ of hearing was held in San Fernando 

to receive tesl!:i.mony from subscribers in tlle San Fe:n.::ludo Valley who 
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4/ 
had signed a petition ~eque$eir~ notice of the hcaring.- Submission 

of the matter 'Was taken at the close of the San Fernando hearing 

subject to receipt of 'Written statements on November 3, 1958> and 

certain late-filed exhibits on ~& before Nov~e= lO~ 1958. 

Applicant's Oper~tion3' 

The California Water & Telephone Company for administration 

and operation purposes is divided into three 'Wat~::' divisions and one 

telephone division. !he telephone divisio::. has four d!::tticts: 

Monrovia District, San Fern~ndo District> R.edlands District and 

Palm Springs District. The Mcmrovia District serves the communities 

of Mooxovia and Sierr3 Yi3drc. The San Fernando District consists 

entirely of the ~n Fe::n.ancIo exchange !j.ervi.ng the City of san Fernando 

and c~t.ain surroundi:lg te:ritory. The Redlands Dist::'ict serves the 

City of R.edlands and a number of small cotttll\XD.ities in San Bernardino 

and Riverside co~ties~ The Palm Springs District se:ves the Ci~ of 

Palm Springs and cert~in desert communities to the north and to the 

east thereof. 

Applicant I S properties are so scattered geosrapb!c.ally that 

it does not main:,::!.n a central billing office, meter shop or ware

house. Each divi~ion operates as a s~a=ate en::ityfrom centralized 

top managccen: ~t: the sen1aral office in San Francisco.. '!he local 

office for the telephone division is lccate~ in ti:l'2~ Ci'ty of Mom:ovia~ 

C~lifornia. T~e San Fr~~cicco office is also tl~e gener~l office for 

three associ.:;l:cd corpo=~tior.s or corpo:ations '11hic.h are controlled, 

or substantially controlled, ehrougb. stock ownership by the Argonaut: 

Investment Company and 'li1estc;rn Utilities Corporation. The personnel 

~I !his was a very sizeable petition signed on behalf of some 6~OOO 
subscribers. The Presiding Cou:miss1oncr on September 19 ~ 1958, 
required tho applicant to mail notice of the San Fernando hearing 
to each person who s1g:o.ed the petition at least 10 days prior to 
the hearing. Some forty persons attended the San Fernando hear
ing and fifteen t:~·stified. 
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in the S:m. Francisco office per£o::m accounting, engineering and , 

~dministraeivc services for applicant as well as for the associated 

corporations. The pro rata share of the cost of operating the 

Soan F:r:mcisco office is charged to applicant's ·telephone division on 

the basis of four factors taken from prelimina:ry figares for the 

prior year. These factors arc: (1) toeal plant, (2) total customers, 

(3) operation and maintenonce expenses, .and (4) gross payroll. 

Telepbone service is rendered through sixteen exc:h.anges. 

As of March 31, 1958, applicant served 133,230 company stations and 

was holding 1,336 applications for primary service and 7,461 orders 

for higher grades of service which had not yet been completed. '!he 

telephone properties provide service to an area of' approximately 

2,400 square miles in which the population is estimated to exceed 

312,000 persons. Applicant owns and operates toll circuits over two 

routes: Palm Springs to Desert Hot Sprt...ngs, and Hc:mct to Idyll".dld .. 

Most of applicant's toll calls flow over toll lines of The Pacific 

Telepbone .and Telegraph Company and other COtllp.3nies. 

A~plicant's Position 

In the original ~pplieation it was stated that the existing 

rates for telephone s~ce were established by Decision No. 4783l~ 

Application No. 33010, dated October 14, 1952~ and since that tfme~ 

D s .g result of negoti.ations with the Union representing the wage

earning employees in the Telephone DiviSion, applicant has granted 

five successive increases to its wage-earning employees in the 

Telephone Division lind corresponding wage and salary incrC4lSCS to its 

supervisory and nonunion employees in the Telephone Division. These 

wage and salary increases aggregate the sum of approximately 

$1,250,000. Al$o, there hDve been increases in the ad valorem. tax 

r.ates, and materials and supplies since 1952. In 1955 applic.me 
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realized a r3te of return of 6.97 percent on the depreciated original 

cost of its operative telephone properties and in 1956 estimated t~t 

its rate of return would fall to 5.54 percent in 1957. Applicant 

sought increased rates to produce a rate of return of 7 percene .and 

took the position that the rates provided by Decision No. 47831 arc 

unjust;p unreasonable and noncompensatory. 

In the third ~cnt to the applicatiou;p applicant ~ after 

accounting for the increases resulting from multi-mes~ge unie rates 

~nd mileage step reductions and increases in message toll rates 

effective for 3 full year basis, and all other rates ~s presently 

authorized and existing, represents that it will real:'ze a rate of 

return of only 5.40 percent in its Telephone Division for 1958. 

Applicant now proposes rates that will yield it a rate of return of 

7 .08 percent and again takes the position that its existing raees for 

telephone service arc noncompensatory, unjust and unre3so'.Q.able. 

The independent study by ~e st.a:f of the COD;missi~ did 

not indicate that applicant's c:lrnings would fall below 6 percent 

in 1958 and, in fact, under the assumptions it made for rate making 

purposes, showed a rate of return of 6.15 percent for ~958. 

EarninBs Com?srison for 1958 

A more detailed comparison 0:: the revenues, expenses, 

r.ate base and rate of return eom.puted by the applicant and the 

staff for the year 1958 under present rates (on a full year basis 

for rates authorized by Decisions Nos. 56652, 56048 and 55936) is 

set forth in the tabulation following. 
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Applicant - (Exhibit 
No. 38, Table III) 

Revenues 
Expenses and Taxes 
Net Revenue 
Depreciated Rate Base 
&ate of Return 

Staff - (Exhibit 
No. 54, Table 17-C) 

Revenues. 
Expenses and Taxes 
Net Revenue 
Depreciated Rate Base 
Rate of Return 

Total 
Telephone 
Division 

16~852~OOO 
13,591,000 
3,261:.000 

53,OO5~OOO 
6.15% 

Inter
changed 
Message 

Toll 

3:.785,000 
3,156,000 

bZ9,OOO 
8:.171~OOO 

7.707. 

Multi
Message 

Unit Remainder 

8,703,.000 
7,066 3°00 
I:.637,OUO 

30,796,000 
5.327. 

Applicant in this proceeding is seeking increases in its 
,~ 

rates for local ~cr..ange and intracompany toll service, service 

connection charges:. move and change charges and other items which fall 

under the "Remainder" category shown in the above tabulation. 

Applicant: is not scekillg any increase in this third .amendment to its 

application in the categories of Interchanged Message Toll or ~~lti

Message Unit shown in the above tabulation, b'tlt apparently proposes 

to make up for any revenue deficiencies in such categories by extra 

increase in local exchange rates. 

Interchanged Message Toll-Interstate 

Applicant's interchanged interstate toll service is outside 

and beyond the scope of this Commission I s jurisdiction. Applicant 

should not expect to offset any defici~~cies in interstate toll 

earnings by increase~ in local exchange rates. Toll rate revisions 

should be sought from the appropriate regula:ory authority or by 

renegotiation of settlement contracts with the companies that handle 

the toll service. 
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Interchanged Message Toll - Intrastate 

Applicant's j;oterehanged California fntrastate toll service 

is furnished at rates filed with the Commission by !he Pacific 

Telephone and Telegraph Company. The Commission in its Decision 

No. 56652 dated May 6~ 1958;, among other things, inC%'eased toll rates 

generally t.."lroughout California effective June 1> 1958> .and stated 

that .a rate of return of 7.7 pe:cent would :result from such business. 

S~id decision also st~ted> in part:J nA,plicant (Pacific Telephone) is 

the tariff filfng utility for toll service generally throughout the 

st8te and accordingly has the obligation and responsibility of seeing 

that each of the connecting independent telephone c~anies receives 

its costs and a fair rc~%U on the pl=t devoted to the service." 

In view' of the actio.n taken in said decisio:l.;, of which we Ulke 

official notice;, we find that appli~nt is entitled to receive its 

costs including a fair r~te of return on its plant devotee to fntcr

changed intrastate to!.l ope=.3tio'o.s. Applicant should not expect to 

offset any deficiencies in intrasta1:e ~oll ear.citlgs by inc~eases in 

local exchangc rates, but Should seek revision of its settlement 

contracts. In accordance with the provisions of Section 766 of 1:he 

Public Utilities Code, if utilities 00 not ~grce upon thc'division 

bct"oN"ccn them of j oint charges;, this Co:cission;, after hearing, may 

es~ablish such divisio~ by order. 

Applicant's estimate of rcve:me f=om i:ltcrc!lznged mes~ge 

toll service is $171,216 or 4.5 pcrccn~ below the s~ff's estimate. 

Applicant pointed out that its settlement agreement on ~oll service 

with The Pacific Telephone and Telegraph C~pany does not guar~nte~ 

i~ a 7.7 percent r~tc of retu.-n and ac~ally in 1958 will Shaw less 

than this amount. However, :lpplicant in ·its closiIlg S::.3tement said: 

"!he most current inforxnaeion indiC:ltcs that the interchanged message 

toll business is likely to prod~ee a rate of retu.-n to applicant 
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app'roximatinS 7.7 pereent.u Also, in its closing statement, appli

C.:lnt contends that the staff in making its separations seudy departed 

from the requirements of the interchanged message toll settlement 

agl:cement in that it used the 1957 changes based on quarterly 

'reviews, and that the staff's revenue estimate of intercb.onged toll 

is still $47,000 too high. 

~lti-Mcssage unit 

Applicant's estimate of Multi-Message Unit revenue is 

$355,987 or 8.1 percent belO'W' the stoff's estimate. The seaff 

followed OU'r Decision No. S66S2~ Application N(') .. 39309~ in which we 

decreased the mileage steps in order to inCl:e3SC intereh.onged m\tlti

message unit revenues to the four interconnecting companies which 

handle the traffic - The Pacific Telephone and Telegraph Company, 

General Telephone Company of California, Slmland-'I\ljunga Telephone 

Company and the applicant herein. In that decision we stated: 

nThe evidence also $hCMs that a settlement ratio 
of 7.09 per e.ent is indicated for interclumged 
multi-message unit oper.ations in the 1.os Angeles 
Extended Area for the four utilities~ based on 
fourth quarter 1957 atmua1ized cost reviews, at 
the interim rate levels authorized by said 
Decision No. 55936. We hereby find suCh settle
ment ratio to be within :) zone of reasonableness." 

Also~ in Decision No. S7086~ Application No. 39465, by the 

Genera 1 Telephone Company of california" we fotmd that the inter

changed multi-message u:c.it revenues to which it: was entitled should 

be its costs plus a 7.09 percent settlement ratio on plant devoted 

to such service. 

Applicant st3tes that the staff's £i~e is purely hypo

thetical and considerably above the 6.15 percent and 6.26 percent 

~ceually realized in the first and second ~rt~s of 1958. 

Appli~nt also states that the procedures employed by the staff 

result in erroneous allocations of plant and expense between the 

c.,tcgories of "Message Toll", "Multi-Message Unit" aud "R.cmaindc::" 
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principally because ehe 1957 b:lse separations study was not: weighted 

for the quarterly reviews, .and t:hat Il proper figure for multi-mcss.age 

unitrcvenue on the staff's basis is $180,.000 lower t:bsn computed by 

the s~£f. 

'We have carefully considered applicant' s position 
, 

regarding the multi-mess.Qge unit revenues,. and the contentions of 

the staff with regard thereto, but fail to find that the staff's 

analysis provides unreasonable results for rate ~k1ng purposes. 

Looking to the future we will not burden exchange rates with 

any deficiency which results from appli~t' s entering into <1 

settlement contract that MS not been specifiC-'lly approved by 

the Commission. 

Remnindcr (Principally Local Exchgc) 

There remains 3ppliecmt' $ local exchange and int::aeompany 

toll and. miccellaneous operations to analyze to determine appli

cant's need and justification for r~te increases. Both ~pp1ieant 

~nd the Commission s~ff pre~ted more de~il of the earn1ngs of 

applicmtt's exchange ope'r,otions under present rates than previously 

shewn. These may be summarized and cOl:1p8red as follows: 

SUMMARY OF EXCHANGE A~"D MISCELLANEOUS 
Q.I:'EAA-rioNS - Vl:!AR. 195&. ~·l.·IMA'.1.·~J) 

Applicant Stnff 
EXh. No .. 38 Exh .. No. 54 

Item 

Revenu~s 

l.ocal Service $ 7,,6297 088 $ 7,,682,000 
MeSS3~e Toll (Intracompany) 28,650 29,000 Misce laneous 1,012,460 l,019,000 
Uncollectible <36:1 111) ~27z000) Tota 1 Rcvenues 8;,G34,087 8,.O3,~OO 

E:!::Eenscs and Taxes 
Maintenance Expenses 1,836,717 1,,737,000 Traffic Expenses 346,39l 372,000 
Commercial Expenses 958,164 915,000 
General Expenses 400,188 370,000 
Other Opernting Expenses 178,661 l70,000, Dep:rcci'stion 1,564,024 1,528,000 
Taxes - Other than Income 1,045,174 1,007,000 
Income Taxes 802,378 967,.000 Wage Inere.;:zse - -Total Expenses and Taxes 7>131,697 1,066,000 

Net Revenue 1,,502,390 1,637,000 
Rate B~sc (Depreciated) 32,144,861 30,796,000 
&.ate of Return 4.6-71- 5.327-

(Red Figuxe) 

-10 -

Adopted 
Results 

$ 7,682,000 
29,000 

1,019,000 t27 
:t
000) 8,03"OOv 

1,737,000 
372,000 
915,000 
3707 000 
170,.000 

1,576,000 
1,013,000 

864,000 
105:1000 

1,122,000 
1,581,000 

30,.796·,000 
5.137-
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The adopted results which the Commission will use to test 

the v:l11dity of applic.t1nt's request Cllso 6%C shown in the above 

tabulation. 

R.evenues 

The staff's revenue estimate is $68~913 or 0.8 percent 

gr~ter than applicllnt's estimate. Applicant represents that the 

staff's estimate of subscriber station revenues is $86:r975 higher 

bec.:luse it used an estimated station gain that is ap~oximately 

3>500 stntions greater than act:u:llly will be experienced in 1958. 

The staff points out that it used the same est::f.mate of station growth 

that the Olpplicant did, tind that its higher csti;l:Q.atc of revenues 

results from the fact th.!Jt it used the higher revenues per station 

experienced in 1958 as a result of the regrade program the applicant 

has und(!rtaken. The staff represents that its reve'1'.n1eS, expenses 

and rate base are mutually consistent and provide reasonable 

esti~tes for rate fixing pu%poses, and that the applicant's Showing 

reflects understated revenues, overstated expenses, and 8 rate base 
. 

which includes plant that does not exist in fact. 

We :lre concerned here with the problem of making rates fOX' 

the future. For such purpose we use average OX' normal conditions 

insofar 8$ reasonable. The fact that station gain is not up to 

average tn large measure can be accounted for by the business 

recession experienced in the first eight months of the year. In the 

Commission's opinion~ the staff's revenue estimate is ~re reasonable 

than applicant: I s for the purposes of a test yc:.rr. Therefore ~ we 

adopt as reasonable the staff's revenue estimate of $8~703~OOO for 

1958. 

Exp<::!\ses 

The s~ff' s maintenance expenses are $99~717 lower than 

~pplicant's; the staff's tr~ffic expenses are $25~609 higher tbBn 

applicant's; the staff's commercial expenses are $43~164 10W'er than 
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applicant's; the st:lff' s general expenses are $30 ~ 188 lower than 

applicant's; ~nd the staff's other oper.ating expenses are $8 ~ 661 

lower than applicant IS.. The total of these items indicates that 

the sUlff's estimate is $156~121 lower th..an applicant's. Applicant 

represents that the staff used the lower trend of expenses shown 

for the first five months actual results in makixlg its eseimate and 

that it would be inconsistent with its use of a higher than actual 

number of subscribers in making its revenue estimate.. The staff 

contends that the Clifference in expenses cloes not relate to station 

development~ but results~ principally ~ £rom the fact that the staff 

used wage 'rates in effect at the time of the study, whereas the 

applic:m.t allowed for wage increases to which it was not corcmitted 

a~ the time of making its esti.m3te. At the last day of hearing 

applicant advised of wage :mel sal:lry increases granted starting 

November 1~ 1958, which mll increase 3tmU31 operatillg expenses by 

$205,000 of which $105,000 is applicable to the exChange and 

miscellaneous category.. In resol v1.ng this problem .a fail: solution 

appears to be to adopt the staff's estimates of these expense items 

and augment them by a pro rata of the wage anel salary increase. 

Accordingly we adopt as reasonable the staff's estimate of main

tenance~ tr.affic~ com.ercial, general and other operating expenses. 

::lnd in addition are allowing $l05~OOO of wage incre.3ses applicable 

to the exc:b.3nge and miscellaneous category. 

De~eeiation Expense 

ra.e staff's depreciation expense is $36,024, 0%' 2.3 

percent, below applicant's estimate. Applicant states that the 

present method of accruing depreeiation ~se to Account 232 

n St.;ltion Connections" went into effect JanU3rY l~ 1958; that the 

rate origitl.311y anticipated for this item was 13 percent; but that 
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experience for the first seven mont:hs of 1958 indie.ates that the 

proper rate Should be approxtmately 15 percent. this correction 

would hove the effect .of inere:lsing the staff's depreciation 

allowance by $83~000, of which Dpproximatcly 58 percent or $48,000 

is 3ppl:i.cable to the exchange and miscellaneous category •. There

fore, we 3dopt as reasonable an amount of $1,576,000 for deprecia

tion c~ses for the 1958 test year. 

Taxes - Other Than !ncom~ 

':the S1:.3££' S t3xes - other than income arc $38,174 lower 

than applicant's estimate. '!his results prim.orily from the fact 

that the applicant estimated higher expenses, including. higher wages 

for 1958, than did the staff. Neither the staff nor the applicant 

reflected in thei:: est:iJ:D.;ltes the higher social security tax rate 

which will become effective on January 1, 1959. Since such higher 

soci~l security tax rate is <iefinitely known as shown in this record, 

it is appropriate to reflect its effect in the test year results. 

The inC7:e8se in social security tax rate from 2.25 perccneto 2.50 

percent results in an increase in taxes of approximately $10,000 

for llppli~tt s total telephone operations of whic:h approximately 

$6,000 is .applicable to the exchange and miscellaneous category. 

We 8copt ~s reasonable the staff's estimate of taxes - other than 

income augmented by $6,000 to J:'eflect the higher social secur1ty 

tax rate. 

Income Taxes 

The level of income taxes depends upon the net ixlcome 

shown. By ~llowing for $159,000 increase in expenses over the 

seaff's estimtlte, the income tax would be reduced by $86,000. Such 

.ossumpt:ion is b3sed on the use of straight-line tax depreciation 

accounting. 
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For the years 1954 through 1956 applicant elected to use 

the double rate declining balance method to compute accelerated 

deprcciation~ but in 1957 elected to revert back to straight-line 

depreciation accountfng. !he use of accelerated depreciation 

resulted in size.o'ble tax reductions for the years 19S4~ 1955 .and 

1956 and applicant now has accumulated a deferred tax reserve of 

$484,455 attributable to its Telephone Division. 

Tae question as to "'Ahat rate treatment should be accorded 

to accelerated depreciation tax accruals and reserves for deferred 

taxes is being investigated by the Commission under case No. 6148. 

Until such case is decided; the applicant Shall advise this 

Co:r:mission as to its election for the 1958 and 1959 tax years within 

30 days after the effective date of this order, and yearly thereafter 

by J3~ry 1 of ~ch year until a fiDal decision of this Commission 

in Case No. 614.8, and the CO!:I:Cission will promptly move to adjust 

the raees herein .authorized in such mar.tner as may be found appropriat:e. 

For tl"e purposes of this decision only~ pending final decision by 

this .C~ssicn on the treatment to be accorded accelera~ed depreci

ation for rate ~l~ purposes, the ta~ expense for rate ~king 

purposes herein will be determined after crediting to the Federal 

Income Tax Account interest calculated on the reserve for tncome 

taxes at the r.nte of retu:n on applicant's rate base herein adopted. 

Since appronmately 58 percent of this reserve, or 'about $280,000, 

is Chargeable to ~pplicant's local exchange an~ intracompany toll 

operations, the interest credit in this proceeding will be $17,000. 

After giving weight to the variation in expenses being 

adopted hcrei:J. .and the deferred t:ax reserve interest credit, an 

income tax figure of $864,000 is computed for the test year 1958 

which is found to be reasonable and is adopted. 
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Rate Base 

The staff's rate base is $1,348,861, or 4.2 percent, 

below applicant's rate base. '!'he difference results, in part, from 

the fact that the staff estimated $614,000 less than applicant 

for weighted average plAnt in service and, in part, from a difference 

in separation of plant to the three categories: (1) message toll, 

(2) multi-message, and (3) remainde: (local exchange mainly), which 

reflect higher alloeations to the first two categories than 

applicant computed. 

!he staff's alloeation reflects applicant's admitted 

inability to keep fully in pace with the tremendous growth that has 

ocC'UX'rcd in the areas it is serving. As.a consequence there is a 

substantial nta:nber 0;';; held ordel:'S. Applicant explained that it' has 

not had normal, plant margins for m.any years and the substantial 

additions planned for 1958 and forecast for 1959 are designed to 

afford normal margins to enable it to keep on a cunent basis and 

uke care of regrading. Applicant's rate base estimate was made wi.t:h 

its new construction 'budget in mind, which so far has not been 

expended as fast as forecast. The seaff represents th.::l~ its rate 
, 

b~se is consistent with its revenue and expense es~tes and 

provides 3 reas~ble ese~te for r~te fixing puxposcs. After 

considering the evidence of record on this subj ect we 'adopt the 

staff's rate base and find it reasonable. 

Rate of Return 

It is applicant's con~tion that rates Should be 

prescribed to produce ea:rnings to yield 7 pe:rcen1: on its t:otal 

opcra1:ions in order ~o compete in the money ma~ket and attract 

investors who 'W'ill provide the funds so urgently needed to enable it 

to di~rge its public oblig~tions. Applicant also requests some 
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~dditional provision be allowed in the :ate of return to compensate 

for future attrition which it claims will result from higher unit 

plant costs,. increased ad valorem tax rates and assessments~ higher 

w.oge rates and other effects of the inflationary spiral. Applicant 

r;~prcsents that these items lower its rste of retul:n from 0.5 per

cent to 0.75 percent atmnally. 

In the results being adopted in this decision we have 

allowed for the exchange pro rata increase in wages effective late 

in 1958 on a full year basis, .;md by using an estimated ye;;:r in 

advance, rather tMn a past year as a test period~ we give full 

weight to the higher unit p1at'l.t eosts. It is not Commission policy 

to spceul<lte as to future tax rate changes. Therefore> in this 

decision, we have allowed for the major items that eausc attrition 

and do not find any reason for granting any extra allowance in rate 

of return. 

We have considered our f~cr allowance of a rate of 

return of 6.1 percent in 1952 by Decision No. 47831, Application 

No. 33010. Such rate of return was p:edieated on total telephone 

division operations, inclu<iing toll, mu1ti-message and local exchange 

revenues. The local exchange portion of applie:lut's revenues is 

the most stable of the three categories and the rate of return need 

not be as high as for toll and multi-rncssage unit service. 

The City of Los Angeles took the position that any in

crease in rate of return should be in such moderate atlOUnt ~s may be 

needed to reflect the rise in interest rates which bas taken place 

since Decision No. 478Si was rendered. The City stated that the 

evidence fails to support the applicant's contention for a rate of 

return of appro~tely 7 percent .and pointed out that the evidence 

presented by applicant's financial witness was :from the viewpoint 

of the •• investor interestsTt
; and that he did not mention the 

interests of the Urate payers" .and U customer$' • If e.a:r:nings on 
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equity are maintained wi1:hin t:b.e range of past earnings, the City 

computes ~ cost of capital of approximately 6.25 percent. 

The California F~ Bureau Federation took the position 

t:hat to the extent the 3pplieant MS higher costs of operad.on» it 

is entitled to recover such costs through higher rates" but that the 

effect of the assumed percenUlges for interchanged toll and multi

message service is to show an unreasonably high ::eturn under appli

cant's proposed rates for local exChange service. 

Upon a careful consideration of the evidence before us 

we are of the opinion and find th.3t .:l ::'at:e of return of 6.25 percent 

on applicant's local exchange and intracompany toll operations is 

fair and reasonable fo: the estimated year 1958. When a rate of 

return of 6.25 percent is applied to the depreci.:lted -rate base of 

$30,796,000 hereinbefore found reas~ble for applicant's local 

exchange and intracompany toll operations" an increase in annual 

gross revenues of $750,000 is found to be required. !his increase 

is approximately 38 percent of the increase in revenues requested 

by applicant. 

Spread of Rates 

The City of Los Angeles pointed out that the recent 

incr~sc in tm.11ti-messaze unit charges as a result of decrease in 

mileage steps has pl.3ced an ~dditi0n3l burden on the subscribers in 

the San Fernando exchange, 'Whereas the applicant's outlying exchanges 

h.:lve been spared such increase.. The basic pOSition taken by the 

City is that rates for basic exchange service should be maintained 

at the lowest practical level; t:l:at any fail't."'.t"c of applicant to 

obtain full compensaeion from connecting companies for its portion 

of jointly bandIed bUS!~1CSS should not east a burden upon its rates 

for local service; and that earnings by exchanges shoulc1 be consid

ered in arriving at the fair level of the various 'basic exchange 

rates to be authorizec1. 
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For the purposes of this third amendment to its appli

cation the 3pp1iC3n~ has not submitted a results of operation 

summary segregated by exe~es~ but did sabmit by Exhibit No. 5O~ 

a summary for its 1957 telephone operations segregated by districts 

'Which showed the follow.Lng results: 

Distriets 

Y.on:ov:r.a 
5.:ln Fcmando 
Redlands 
Palm Springs 

To~l Division 

Rate of 
Return 

8.2l1-
S.7Z7. 
5.001. 
1.12%. 

5.50% 

The basic position of the City of San Fernando was similar 

to that cxprc$sed by the City of Los Angeles in its closing state

ment. With indicated earnings in San Fernando slightly above 

system ~verage. the City of San Fernando does not approve of any 

extra increases to make up for the low ea-.rning position in the 

Palm Springs or R.edlands Districts. 

Two subseribers from S:tcr.r:a Madre ~ located in the Monrovia 

Disttict, protested the proposed inc'rcase in rates~ pointed out that 

the rates in a nearby exchange sexve<i by The Pacific Telephone and 

Telegraph Company are lower and questioned wt the: service was .3S 

good as in the nearby Pacific exchange. 

In resolving this subj ~t of rate spread, it is the 

Commission's opinion that rates in all eXChanges Should be increasecl -
somewhat, but those rates in the 4istricts of Monrovia and 

S:l:J, Fernando should be increased less pe:rcentagewise, than in 

Redlands and Palm Springs. 

Basic Exchange Rates 

Ap?lic:lnt proposed increases in basic exchange rates 

totaling $1~153,OOO of whieh $3TJ.,QOO was apportioned to business 

service and $782,000 W3S apportioned to residenee service. Appli

c~t' s proposal was to apply uniform increases in all exchanges 

outside the Los Angeles Extended Area and lesser tmiform increases 
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in the three exc~es within the l.os Angeles Extended Area. 

We find that an increase of $203,000 is justified for basic 

business service and rCltes to produce suc:h amount will be authorized. 

In the inte.rest of improving telephone service, applicant: will be 

required to upgr.l<le all busitless four-party serviees by Dccember 31, 

1959. 

We find that an increase of $27,000 is justified. for b~s1c 

residence s~ce and rates to produce such amount will be authorized. 

As an obj ective in the Los Angeles Extended Area in the interest of 

improving telephone service ~ applicant must look forward to the pro

vision of residence inciividual line :lod two-parey line flat: rate 

se~ce and residence two-party line message rate- service. The 

incre:lscs in basie %'3tes found justified st this time may be 

sumnar::'zcd as follows: 
Increase Per Month 

Monrovia San Fernanc10 Reaiand.s Palm Springs 
Distriet(b) Distrlet(c) Distriet(~)District(e) 

Business Service, 
E.9ch Prim..??:Y Staeion 

$ .50 

.25 

$1.00 

.75 

Individual Line 
Flat Rate 

Two-Party Line 
Flat Rate 

Four-Party Line 
Flat R.;)t:e (a) 

Subuxban 
not offered not offered 

Sex:Li.-Pub lic -
Rate Per Month 

l"rurJk &ate 

Residence Service, 
E:lch Primary Station 

IndiVidual Line 
Flat Rate 

'J:wo-Party Line 
Fl-at: ~tc 

Four-Party Line 
Flat R8te 

Sub'tlXb~ 
Trut>kRate 

.20 

.25 

.75 

.10 

.05 

--.25 

- No increase authorized. 

.70 

.75 
1.50 

.10 

.05 

.25 

$1.50 

1.25 

l.25 (3) 
1.10 

1.25 
2.05 to 
2.25 

.10 

.05 

-
.25 

$2.00 

1.75 

1.75(3) 
1.60 

1.75 
2.75 
3.00 

.10 

.05 

to 

.25 to 

.50 

(a) R.::lte for business feta:-party sernce is to be withdrawn as facil
ities <n:e aV:lil.ablc to upgr.ade the scrviee~ but no later than 
December 31, 1959. 

(b) Mon:r:ovi:l :Jud Sier:'3 M.udre exchanges. 
(c) Slln FcrDsndo exchange. 
(0) ~nning-Be~umont, Elsinore, Hemet-S~n Jacinto, Idyllwild, Moreno, 

Murri.cta, Penis, R.edlands, ~ncl Temecula exchanges. 
(e) Desert 'Hot Springs~ Joshua Tree, P.alm SpriDgs, and. Twentynine 

P~lms exchanges. 
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Service Connection and Mbve 'andChans~ Charges 

Applicant proposed to increase service ccmneetion and move 

and. change charges $0 8S to increase atmUa 1 revenues by an estimated 

$213,000. In view of increases in costs we find it to be fair and 

reasonable to increase such charges in the annual amount of $134,000 

and the order herein will so provide. 

Extension mld PBX Station Rates 

~creases in monthly rates for business and residence 

extension and PBX stations were proposed by applicant 'estimated to 

incre:lse .o~l rcvenues by $163,200. We find ,some incrC4lscs in 

tnesc r~tes to be justified ~t this ttmc to produce $70,000 in annual 

revenues and the order herein will so provide • . 
PBX Switchboard and EguipmCnt Rates 

Applieont proposed to increase install:ltion charges and 

monthly rates for PBX switchboards and equipment to augment an:nual 

revenues by $79,000. Such requested increases appear reasonable and 

will be tluthotizcd by the order herein. 

Key System-telephone Service Rates 

Increases in installation charges and monthly rates were 

p~oposed by applicant for various.key telephone services estimated to 

incrense annu.31 revenues by $135,000. We find such increases to be 

reasonable and they will be authorized by the ~de:r herein. 

SURPlemental Equipment RDtes 

One of applicant's rate proposals was to increase rates a:ld 

charges for various items of supplemental equipment so 8S to increase 

annU:ll revenues by $70,900. For the most part, rates ancl eh.arges in 

this ~tegory arc for specialized equipment which has felt the impact: 

of increased costs. We find <In increase of $64~OOO in supplemental 

cqlJipment rates to be justified .as provided in the order herein. 
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Base 'Rate Areas 

A Commission staff wieness recommended expansion of the 

San Fernando base r~te aren by approximately 9.75 square miles as set 

forth on the map filed as Exhibit No. 58. He recommended that all 

existing suburb.:m services within the enlarged pol:tion of the base 

rate area be filed as deviations until such services reasonably can 

be upgradecl. He further recommended that until the upgrading can be 

accomplished and the proper rates applied~ all such deviation 

services 'be billed Clt either subul:ban service rates or at rates for 

higher gr.,dcs of service> whichever is lower. It oilp~rs that the 

San Fernando b.,::,e r~te ~ea should be expanded as recotamendcd and t:he 

order he:cin will so provide. The srmual revenue reduction resultiDg 

from such base r:ltc area expansion at the rates authorized by the 

order herein approximates $12~OOO. 

For the future Clpplicant should make periodic reviews of 

its base rate areas and file for expansion of sueh base rate areas 

whenever and wherever the need therefor becomes apparent. 

Forei~ Exchange Rates 

A pplicant proposed various changes in rates applicable to 

foreign exChange scrvicc~ the over-all effect of suCh Changes being 

an esttmatedincrease in annual revenues of $85,800. !he record 

rcvc<tls that such requested increase would be obtained from approxi

mately 1,000 services. While foreign exchange service, in effect, 

constitutes a c~ted toll service and while the Commission recently 

MS authorized higher levels of toll rates generally th:oughout 

California and has shortened the mileage steps on message unit se:rvice~ 

we do not find that the total amoun1: of applicant's request for 

increases in foreign exchange service rates is reasocable at this 
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time. The orde% herein will authorize rates for foreign exchange 
11 

service which :.re estimated to incr~se mmual revenues by $9 >000 ~ 

Suburb.::m. Mileage Rates 

Applicant proposed to increase subUt'ban mileage rates by 

amounts which it is estimated will 'increase amxual revenues by 

app:coxim3tely $21,000. 'l'hese mi1e.age charges generally have remained 

at their present level without change for many years. We find t:he 

proposed increases in subux'bo'ltl mil('<3ge rates to be justified at this 

time. 

Other Miscellaneous Rates 

Proposals to increase rate:;, for a number of miscellaneous 

services were made by the applieaneso as to increase annual revenues 

.on estimated $49,800. !hese increas~:'Js relate to off-premises mileage 

rates, directory listings~ specinl telephone sex:vice 7 joint user 

service, interexehange receiving serv:Lce, wall telephone sets" 

employee' S service, tie line Service, order receiving service~ 

message toll telephone service, pri-.rate line service, .and special 

assemblies of equipment. 'We find increases of $20,000 annually to 

be justified in such miscellaneous rates at this time. 

Sumnm:y 

!he rate increases authorized may 'be S'C.llIlmarized as follOWS: 

Categgry Annual Increase 

Basic Business Rates $203,000 
Basic Residence Rates 27,000 
Service Connection-Moves & Changes 134,000 
Extension and PaX Seatiou R.a-ecs 70 .. 000 
PBX Swi.cehboard and· Equipment: Rates 79,000 
Key Systen-Telephone Service Rates 135;,000 
Supplem.enta1 Equipment Rates 64,000 
san Fernando Base Rat:e Area 

Expansion 
Foreign Exchange bt:es 
Suburban Mileage Rates 
Other Miscellaneous Rates 

Total $750,000 

5/ 1Xi5smuch as €he c&m:rJiSSl.on loS authorizing new foreign CXChaiige 
- rates for applicant, it followsehat affected foreign exchange 

rates filed by conneeting companies Should be revised so as to 
be consistent therewith. Sueb. connecting companies should. re
quest authority of ehis Commission, by advice letter procedures, 
to make the necessary tariff filings to refl~e the increase 
authorized in the serving ~e by the order here~ • 
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Message Rate Service 

'!he Commission in Decision No. 45257:1 c1ated January 16 ~ 

1951, in Appli~tion No. 28693, involviDg this utility st<2ted, in 

part: t\Message rate business service provides a service to the 

smalle:r users at a minimum rate .and at a charge which varies in 

relation to usage. The Coc:zmission is of the opinion that the company 

should p~oeeed at once to develop a progr.:nn ':.Eor the introduction of 

such service". 

Apparently applicant b.as made no progress W'1th plans to 

provide message rate service particularly in the Los Angeles ~ended 

Area, nor MS applicant in. this proceeding requested aut:hor1ty to 

establish such business message rate service. 

In the interest of prOviding a more equitable distribution 

0::; charges among small and large business users as well as to improve 

service to residence users, ~pplicant will be required by the order 

herein to prep~re'8nd place before the Commission, studies of the 

cost and revenue effects of ~oviding business individual line and 

private branch exchange message rate service in lieu of flat rate 

service, as well as residence two-party message rate service in lieu 

of ~sidenc~ four-party flat rate service, in all of applicant's 

exchanges within the Los Angeles Extended Area. 

Service Motters 

Service problems end .deficiencies were called to the 

Commission's attention by a number of subscribers who appeared and 

presented testimony. The individual complaints were investigated by 

~pplic8nt at the direction of the presiding examiner. Exhibit No.. 57 

filed in this proceeding summarizes the results of such investigations. 

The evidence reveals that as of March 31, 1958, applicant 

was unable to fill 1,336 applications for ~in service and 7,461 
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requests for higher grades of service. While it appears some progress 

ha s been made in reducing such unfilled applications, appliune should 

provide service to waiting ~pplicants .as rapidly .as reasonably pos

sible c:onsis'Cent with maintaining reasonably adequate service eo 

existing subSC'ribers. The $.;In Fernando base r.ate area expansion and 

reduc:tion in primary stations per line resulting from such base rate 

area expansion ~nd withdrawal of business fOU%'-party service 8S 

ordered hereinafter should tend to further improve the quality of 

applicant's serviee. 

The Commission i~ concerned over the eomp.:rretively large 

number of service complaints received during the course of the hear

ings and implications of generally ttnsatisfactory ser:;J.ce based on the 

large number of subseribero signing pet1t1onS.(APPlicant' S stated { 

position .and philosophy is that a utility that has inadequate earnizlgs 

must necessarily render inadequate and inefficient service. The 1 /' 

Commission disagrees with applicant's position and philosophy! APPli-1tL!...(( 

c'ant's obligation a s a public utility operating under the Public 

Utilicies Code of the State of Cslifornia is first to supply adequate, 

3nd sufficient service. Inadequate past earnizlgs and 1ll.adequate 

financing are not an excus0 Accordingly:p we have held increases in 

residence rates to a very minjmum> with no increa~ to the residence 

four-party an~ .cuburban grlj~des. 

Findings and ConclUSions 

!he Commission bas carefully weighed all of the evidence of 

:record and has considered tbc statements of the parties with equal 

care. '!he action which We .are taking herein will reasonably produce an 

over-all result which we find to be fair and reasonable and in the 

public interest. Furt:her~ we hereby f1ndas s fact: 

1. That the increases in rates and cm.rges authorized 
herein are justified. 

2.. !h.at present rates insofar as they differ from those 
herein prescribed, for the future are unjust and 
un.rcasonable. 

3. That an order should be issued increaSing the rates 
in the manner heretofore discussed. 
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ORDER ......... ~--

California Water & Telephone Company having applied to this 

Commission for an order authorizing increases in rates and charges 

for telephone service~ public hearings having been held~ the matter 

having been submitted and now being ready for decision; therefore, 

IT IS ORDERED that: 

1. Applicant is authorized and di%ected to file in quadrupli

cate wIth the CO'I:Imlission, on or after the effective date of this 

oorder .:Ind in cor'£ormity with the prOvisions of General Order No. 96~ 

revised 1:3rif£ schedules with rates, eharges, and conditions 

modified as set forth in Appendix A, attacbed hereto, and, on not 

less than five days' notice to the public and to :his Commission, 

to make said revised tariffs effective for all service/furnished 

on and after February 16, 1959~ exeopting that increases in instal

lation, service connection and move and change charges shall be 

made effective on applic3tions received by the applicant on and 

after Feb~ry l6~ 1959. 

2. Within six months from the effective ~te of this order, 

:Ipplic:ant shzll ~vc prep.3red and properly docketed with this 

C~ssion and shall have served copies thereof upon the muniCi

palities served by its exehanges within the Los Angeles Extended 

Area, a study or studies showing the cost and revenue effects of 

proviCing (1) business individual line and private brmlCh exchange 

trunk ~essage rate service ~ lieu of flat rate service and (2) 

::esidcncc t:wo-party message rate s:ervice in lieu of residence 
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four-party flat rate service, in each of applicant's exelumges in 

the Los AIl,geles Extended Area. Further. such study or stuclies. 

shall 1ne1ude a proposal or proposals as to rate levels and 8 

reasonable program for the introduction of such in-lieu services. 

The effective daee of this order shall be twenty days 

after the date hereof. 

, 1959, 
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forth in this a.ppendix. 

San FernAndo oMe ra.te area. is to ~ c~cps.ndee s.::: set forth on Exbib1t. 
No. 58. In ::ItJid expanded. portion 01" Son Fernando base rate area.,. applicant 
i~ authorized to provide suburban line re~ieence and "ou:!J.ine::o service3 o.t. 
the to\lr-pa:rty residenco ttlld oubu::-ban ~1.nflJS:3 ra.tes,. re~pective1Y,. on IJ. 
e.evi3.tion bo::is until f'c.cUit.ies become available to f"u:r%lioh urbGn grades 
of' service. Said urban grades of' service shall b(, !u:rni!:hed by no later t.ha:l 
Docemb,r .31,. 1959. 

Serv:t~ 1tJhere Offered 
FlAt R4te, Loeol or Extended ~ce 

Business Service, Each P:r~ Station: 
Individual Line $0.;0 $1.00 
Two-Perty Line ·.25 .. 75 
Fom--Porty Line (e) * * 

~1.50 $2.00 
1.25 I.75 
1.25 l.7$ 

lV3s1denee Service Each P:rime.ry Station: 
Individual Line .10 .10 
Two-PllX"ty Line .05 .05 

•• 10 .10 
.05 .05 

* Service not orfered. 
(a.) Yl.O!ll'ovi.o. end Sierra. l'.aO.re exchsngeo. 
(0) San F~ando· ~cho:ngl). 
(c) &:ming-Bea.tn:lont,. EJ.:1nore,. Hemot-So.n Jacinto, Id.yjJ......ucl,. 

1/J,()reno,. l'.1ln"1e'tll., Poms,. ~snds,. and ~em.eeul.a oIY.Y.ch8:0geD. 
Cd) Desert Hot Spr1Dg::,. Joshua. Tree, Palm Sp:"ingc, end Twenty-Nine 

Pa:I.m!; excha:cge:. 
(0) Rate to be ~thdr8.W'n no later than De~~ 31, 1959. 

Revised Spocial CO%ldit.iO%lo 6 ene. 7 to indiCt\'"'...e tha.t ra.~ for bw;ines: 
four-partY' line serviee is to be witbdrtJ:wn in eJ.:!.. excha.nge~ 'Wb~ :ueh service 
1:; nO\./' offered tW f'e.cillt1os become tlvtdlable to upsrade the ::emce, but no 
l~tor than ~cember 31, 1959. 



- .... 
E4ch Extension Station: 

BusinC:l3 
Ro~idenc() 

S~hZhil~ No. A...3 
S~m1-Publ1e CQin Box ~e~ 

Each ~ St#3.tion: 

SehOO:u1~ NQ ... A-4 
m'M'! ~bj 

APPENDJX A 
Page 2 or g 

$1.60 
1.10 

1"'«ll'e~ Sdn Ferna:c.do ~ Palm Springs 
D1,tri~ District Piwtriet D1,~triet 

$0.75 $l.75 

Changes propoooo 1:1 :cilenge rates, RATE l, \litb1n Suburban Area, a::J 
set 1"orth on Page 5 01" Exhibit A attached to the tbird. emond:nent 'to 
Application No. :38685 are Authorized. 

Exchange Where 0i"1"er«i 
Each. ~ Stl3.tion 

Busino!l:: Service: 

S\dtehbosrd Ra:tes: 

Yl()nrov1a. Sa.n Fernando Redland:l PelJn Spr1ng3 
D1r;+,,:i~'t D1~""z1et PiQtridc Di:""Det 

$0.70 $l.6O 

Inereo.so:: 1n 1:ostolJ.o.t1on eb..o.rgo~ t.Uld monthly rates, and proposed to.r1!r 
reV"1cions ror ~v.ttchCOtlrd.:J cot rorth on Pog~ 7 01'" Exhibit J~ attached to the 
third. amenO.m¢1lt'b:> Application No. 3e6e5 .are autJ:lor1zed. 

T~ Ra~s: 
Flo.t R.3.te, LoeoJ. or Extended. Servi~: 

Each tr'U%lk vdtbin the 'base ra:to ores. - 150% of the 'bu.:3ine:::: ind1viduoJ. 
Une ~ station n.o.t rate rOUllded to the lowor 25~ mW.tiplo. 

Each trunk vltbin a. :pecia1 rate area. - Authorized. trunk rate within 
the be:Je ra.te area plw pro::ent dollar d1!'r~tiu between spoeieJ. 
rate area and bll3iQ ra.te area. trunk ra.te. 

No~: In th~ cas~ oi" Palm rt3ings exch.ange IJn increBSo or $2.7$ in the 
monthly ra.~ pe:- t 1:: authorized 'U:lt1l the introduction or 
extended service 'With Do::crt Hot SP%'1xlgs. 



S,h,chlle ~o.. "-7 

A?l?ENDJX A 
Po.ge :3 or S 

Pr1'V~~ Bran~ EXQh&!e;., S<:m,e ... - CzrM;:mOO 

Sta.tion Rate: 
Eo.eh Comcorcisl PE( Station 
Ea.ch Hotel PBX Station - Not in Gue~t Room 

- In Gue~t Room 

&'1"& Pz: Month 

$1.60 
1.60 
1.10 

~eb.a:o.ieal S'lolitebing Eq,uipment and Attend.ent's CabiDot Ra.te~: 

Inerea"es 1n iMt.alJ.ation charges lUld monthly rate:::: ~ 'llld proPO:JeQ. 
tarlf't rev101ow tor mceban1eol. ::::-.d tcbiDg equipment and att.end..mt ~ s 
ce.bin~t ()q:ui~t ~ot !'~..h on P~e 9 of Exb.1'b1 t A a.tto.chod. to the th.1rd 
omondm.ent to A.pplication No. 38685 are author1z«1. 

'l'ru:lk Rates 
Flo.t Rate, Local or ~nded Serv1~, Bus1ne:l:J or Res1det1ee: 

Each tru:nk wi thin tho 'bo;e rate Gre8. - 150% of tho i!lO.ividW3J. 11ne 
prima...-y :tlI.tion flat rate rounded to the lower 25~ mul:t.iplo. 

Each trtmk ~ thin a. speeio.l ra.to area - Authorized t~ rate -.:i tbi:l. 
the bace rate area pl'tW pre~ent dollsr d1!'!erontilll betwoen :Jpeeial. 
rate are$. and 'bo.3o rate area trutJk ro.tc. 

Note: In the e~ of Palm Springs exch.o.:nge I!Q. inerece or $2.75 tJ, 

month per ~1nes$ trunk ~ authorized 'Until the introduction 
of oxtended service with Desert Hot Spr1ng::::. In t~ ea::o or 
Dese:'t Hot S~ excho.nge" no 1ncrea:::~ is authorized 1::1 
reoidenee trunk rates prior to the introduction of: extended 
::::ervice W'ith Pal:l Sprin~. 

S~b...gm... li? "-9 
r:.,y System &:me, 

Inerease:s in monthl.;r equipment and. ::tl'J:tion ra't()s set forth on Page II 
or Exhibit A attached to the third emendr:lent to Appliea.tion No. 38685 ore 
authorized. 

~y Eq1.tipment Arrangements: 

Inerea.zes in insUllltl.tion ehergl'.)S and :c.ontbly rs.~ tor key equipment 
arrangements set forth on Pages II a:ld 12 or Exhib1t A o:tta.cbed to the 
third. emend:nent to Application No. 3$685 are a.uthorized. 
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JUl. 75?! directory listing itelll3 are tlUthor1zed to be increased to e5~ 
tlnd all )S~ d1r6<:tOlj'" ~t1ne item" are authorized to be inere8Bed 1N 40~ 

Special ConditiOll3 5(0) and S(ll) oreauthor1zed to be revised a.o set 
forth on Page 13 of Exlrl.!)1t A ~ttaehed. to the third. amendment to Application 
No. )868$. 

Scb%iu!.., No. A-15 
Suppl~fI!ntn1 EgW.pmtmt s,rn,s,,: 

Increases in installation. eho.rge::: and monthly rate::: and propos~ 'tIlrltf' 
rovisiono for ~upplQmental lXlui~t ~erv1ee set f'orth on Pageo 13, 14 .and. 
l5 of EY.hib1t A attached to the third. mJlQnd:ment to Applica.tion No. 38685 are 
authorized QXcept a:lI followz: 

~ 

Colored E4ndset Telephono~ 
Jack and Plug EquipmGllt 

&'ch jack of 3 conto.cts or l~s 

Jlil,lthm.ZM rmj Ord~ 
~taJ.l.a.t:1Ort Re.te?er 

Chvm MontJ,1 

$10.00 

7.;0 
* 
- II 

.... The monthly' charge o.nd service connection ehe:rg~ for colored 
ho.ndsots. \I1ll be tho ehargoz o.ppl1ec.bl~ to ~tlI.nda.'"'d blo.ek fin1:;h 
hMd.:ot equipment. 

II Tho prezont monthly ra.to of' lsI for 01l.C:h jack or :3 eon.t.a.eto or 
le~~ ~ order~ cancoled.. 

S~~eQ.llln No, "'-16 
S~~1n1 T?1~ph9p~Szry1e~~ 

Inere8.:3es in ~"t4llation charge::: 'lnd ltOnthly rates set forth on P.a.ge 15 
or Exhibit A attached to the third e.=endment to Applica.tion No • .38685 ~ 
a.uthorized. 

S~hedlJl., No. A-17 
rO::~lr:n Exehane:" S~m.e .... 

Primary Sorvice" Ratos : 

1. Primary rates !cr foreign exchllnge service served !rom eXCb.o:cge:: o~ 
Cali!'ornia Water & T~lophone Co:nPtulY nrc to bo adj1.'l!:te<i to the e"~nt 
requ1rad by the cho.ngoe hereinabovo autllorized in pr1l:l.tlry rates 4nd 
d1ro~...or'J' listing ra.tes? and in e.ddi tion aro to be increased 'by' SOp 
per month. 
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For,ien Exehonee Seryi~9 - Co:t1~u-d 

Primary Service B.a:tes: 

2. Primary rll~ 'tor foroign exchD:lge ~crviee rUed b:l Co.li!'orn1a. Water & 
T'llophone CompllllY other than in 1 a.bove tlX'e to be od!~ted. to the 
extent roquirod b7 the inerea:::e here1~bove o.u:thorized in 4irectcry 
listing ra.teo. 

3. Inereo.oe" requeoted 1n PE( trunk Bllowa.ncec from 200 to 300 meosagcc 
cet forth on Page 16 or Exhibit A. lltto.Ched to the third ~t or 
ApplicatiQtl No. :386$5 prie«1 at 51- oo.c11 are 6.utllor1zoc1 to be ~ in 
tho ba3ic foreign excha.nge re.~s. 

4. Applicant ~hall cancel all foreign excha.:lge ::oe.te:; over routes whore 
no present :;ervicec ~ 1'\:c:oniched or o.ppllC.Q.tiom for cerv1ee oro 
P"nd.1ne. 

L1!Itod Rout()c Bet'.Jeon CO%'lt1~.olJ:i Exehculges 
Suburban Mileo.go Ro.tes: 

Iner~Me::; in rates cot forth on Page 17 of Exb.1'b1 t A attached. to the 
third ~t to Application No.. .38685 llre suthorlu,d. 

Re:;idenee ForeiGn Excb.3nge Y.dlellge Rs,:te== 

Ro~idenco Servico: 
E&.eh 1ndividUtll lir.e primary cttltion 
Eaeh twc>-party line rr.J.rJJrr."Y ~tation 
Ea.ch f'aur-PfJ.r'ty line prl.me:ry sttJ.tion 
Each .sublJrbo.n lin~ Ftr~ station 

Listed Routeo Between Non-Contiguou:. Exeb.azlges: 
Business and Rooidence Foreign Exchange Y.dleage ~tes: 

Each Ono-QulJ..-ter Mile 
or Fr,ctiop Therll9f' 

$2.00 
1.75 
1.50 
1.00 

Increases 1n rates for business tllld Te:::ide~ce foreign exchange milosge Tatoo 
eet rorth on Page 18 of ExbiOi t A attaehed to the tbird. omendl:ent 'to Application 
No. 38685 ere llUt.horiU!d. 
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S~b.:gd'll~ No. A-19 
J~1n~U=~ S~ep 

~"JX A 
?age 6 of S 

'!he rollO'W'ine; joint u:ser rates are authorized: 

Bach joint 'IUIer ~erv1ce in connection '-11 th 
loeal or extended busirtess service: 

Individual ~ party line nat rate service 
Semi-public coin box serv1ee 
Private 'branch excb.s;c,ge service 

Each joint u::er service in cO%lnection vi th ~oreign 
exchange ~ervice 
Y~ssage Rate: 

InclividueJ. line 'bu3in~$ service 
Privato branch exel:uu:!ge oerviee 

Fla.t Rate: 
IndiV'1dual line bu:5iDe:s cen'1ce 
P:d.vo.te 'bro:o.cb. exch8:nge service 

Seb.,&l1e No. .A.-2Q 
InW~ehl\Jle''' MerMms s,rne? 

6.00 
6.50 

S.OO 
10.00 

The ra.te r~ each interexcb.o..nge receiving service i3 authorized to be 
inereo.sed.· to $6.00 Per month. 

~ ~ehed1Jle 1:; authorized to be ce.nceled. Other 3chedU!..Go af".f'eeted. by 
t!lis ch.a.nge arc authorized to be revi:Jed to the extent necessary. 

Seb,41l1~ No. A-~ 
MOVA !\'Cd Che;p 1"4": 9V2.r('l'~5 

Inerease~ in move and cha.."lge cb..o:rges, <:b.tmge~ 1n text of Charge 2, Other 
Ec!uipment and Wiring, and change in SpeCial C¢neition 4 set forth on Page 20 
of' Exhibit A atto.chod to the third mnendment to Applica.tion No. 38685 are 
authorizod. 

, 
The inc:eaoes in 1l:lstalltl.t1on charge: and monthly rate:3 for mechaniCill 

:W'i tching ~Uipment set rorth on Page 23 of Exlnb1 t A attached to the third 
amondment to A.pplication No. 38685 are authoriZed. 
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S~DM'i1" N.,. A-a6 
Spryie~ Cg;m"letipp- cnare:e~ 

New c.nd Add1 tionlll Sorvice: 

Increases ',3.lld chtl.rgeo :lot forth on Page 24 O'f Exhi'b1t A a.ttached to' tho 
third. ~end:mont to App11e""t1on No. 38Q.~5 o:ro auth~ '!or ne"J and additiO'nal: 
servico. 

Inztru:nente.li tie:: in Plo.eo fllld nO' Change O't Location O'r ~ O'r 
F~cil1t1oe Involved 

Suboerl"oer:: T oxeha.ngo :!Iervieo and 'facilities: 
One (?- core units $7.00 

Speciel Condition NO'. 2 1= e.uthorlzed to 'lx! elwlged as 3et forth. on 
PtJ.8t) 24 of Exhibit A atto.ched to tbe th1rd om.endment to Applieo:t.ion No. 38685. 

SehW., Np. A-30 
Ord':t Mgei.v:tng Egu1prne:rtt s,m.SZ? 

Inero~e3 in 1n:talla.tion ehsrgee tl:Qd rates per month sot forth on Pago 25 
of EXbib1t A o.tto.ehod to the third l.UIl~dment to Application No. 3$6S$ are 
authorized. 

Tho !oll<YJ.1ng ineroo.:leo O%ld changes in ~o3oge toll telephone zCl"Viee r&te:J 
arc 1lUthor1zed: 

.. .. 
.. .. 
: . .. . .. 

: Rato : 
: DUs Nieht '1nd S,;mdQ.Y : 
: S'tQ,t19:l ~e~ : p,tP2n Sz=z1e, : ' 
: Pa.~ : C?l1::et : Paid ~ C¢lleet : 
:First : Eaeb :F1r$t:EI\9h Addl ,Min. :Firct:~ Mgl.M1:Q.: 
: ~ ; AdcU.: 3 : F1r3t: After: :3 :F1nt: Af'ter : 

: ______ ~R~m~rt~(~~ ______ ~~~M~.1~nM.~:~M~1Mn~.~:~M~i~n~.~: ___ 3~~: __ .2 __ ~:.M_4~n~!~:~3 __ ~:~_3~_: 

D~:ert Hot Springo
PalmS~: 

Id:rlJ:wlld
&.-mot-Stlll J s.c1nto 

$0.15 $0.0; $0.30 $0.10 $0.0; $0.40 $0.10 $0.0; 

0.20 0.05 O.JO 0.10 0.05 0.4$ 0.15 0.0$ 

Add 'the ~oll~ Spoc1al Condition: 

Yoe::;age toll tolcphO':le ::erv1ec between. points on the line:; of tb13 
CompQ:ly' Md P01n~ roached over the l1.."les or the co:meet~ eompan1~ ~ 
fu..-nished At th~ through ra.tes quoted 'by the eonneetillg eompscl.es. 
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Inereo.::eo in in::rtellllt1o:l charge:5 a:od montbly re:te= :::llown UDdor Rate 3. 
:::~t3llat1on eht.trge, 0Jld Rate 4, Ba.t'V>ry' tmd R1nging Supply RtJ.~ ac set forth 
on f'tJ8o 26 of Exhibit ~ e.ttae'b.ed to ".;.he third. am.endment to Application 
No. ~$ are o.uthorized. Ille:e~e ~ zta.tion ra.te to $1.60 per month is 
authorized. 

Ineroaeeo in 1ust.nlla.t1on chcrgeo ~ cet fortb on Page 26 or ~b1 t A 
attached to the th1rd ametldment to A:nl1ca.t1on No. mas ~ authorl,ze<i. 

SebAd1l1~ No. 1\-1 
SnAc1,1"l1 A.M"'mb1i.,j. of 'fauip;o:nt 

l'~lephOl'lO Awwer1.rJg Service Equipmen'~ 
&co:-der-Conneetor Eoi:ip:cent 
Fire Dopo.rt:nont COIli"erenc" Dispa.tchinE;Zquipment 
~.1s~llo.neO'US Equipment 

Inereas~s in install.tlt1on eM.rge~ and montbJ.y ra~ s",'t f'or...h on Psg03 Z7 
and 28 or Exhibit A e.ttaehed. to the third. =e:cdment to Appllce:t1on No .. 3868$ 
are o.uthor1zod except tba.t no inerCS$'~3 cr el:langes are s.u~ in the 
mileago rc.tes for tolepbone ~ ..... eriDg servico and the monthly rate for t.elephon<l 
a.ns .... ering .s~rvice - pm: ~~s¢t sto:Uon 1: increased to $l.6O. 
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LIST OF APPEARANCES 

Bacigalupi, Elkus & SaliDgeX'" by Claude N.. Rosenberg 
and William G. Fleckles; Peter A. Nenzel. 

Respondent to Motion by Applican.t: 

Protestants: 

The Pacific Telephone and Telegraph Company, by 
Francis N. Marshall. 

Pacoima Civic Associat:ion, by Mrs. James Hoo Roberts; 
Girl Scouts, Pacoima NeighborhoOd, by Mrs. Mary L. 
~; Coordinated Council, Pa:l.orama City, by 
'WiTIJ:'"am P. Bear; Mrs. Jill R. Housinge,,=:> Hoo Joo Roclrick, 
Mrs. ArnoJ.d Moo Swanson, Helen t1eisberger, Sheldon E. 
Walter, lnez H. Allerdice, ,l)ctty ~gan) in propria 
personae. 

Interested Parties: 

City of Los Angeles, Department of Fublic Ueilities 
and Transportation, by Roger Arnebergh, Alan GoO 
CamIbell, Robert W. Russell and Manuel Kfoman; 
Cal forma IndCpendene Telephone Association, by 
Neal C .. Hasbrook; california Farm Bureau Federation, by 
ioseph 2. JOIDt and Bert Buzzini; City of San Fernando, 

y Nev1.1.1e R. Lewis and John Joo Varni; Chamber of 
Commerce, .ranorama City, by l:<.obert t;. Driscoll; YWCA, 
San Fernando Ccnte:, by Je:m Norl.ns; San l"erc.ando 
Coordinoting Council, by MrS .. S.ara Newman; Clifford 
Babin, in propria persona. 

Commission Staff: 

MaEY Moran Pajalich~ John F. Donovan and Marshall 
K1Inbail. 

LIST OF WITNESSES 

Evidence was presented on behalf of applican~ by: 

Arthur D. Scrlpture (wage expense, stations, results of operation); 
Peter A. Nenzel (budget, results of operation, balance sheet): 
James Naylor (p.r:esent and proposed rates); Alfred L. Burke- (cap
ie~lization, financing problems, stock price and earnings)_, 

Evidence was presented on behalf of proeesUlnts and interested 
partie's by: 

MX's. Jill Roo Housinger; Clifford Babin; Robert: E. Driscoll; 
Helen Weisberger; Mrs. Arnold N. Swanson; William P. Bear; 
Sheldon W.slter; MQry H. Sommer; Mrs. Mildred Greene; Y.a:'s. John Sturm; 
'tI'.I%'s. William Magginetti; lI.a:s. William F. Eagan; Mrs. Inez' H. 
Allerc1icc; Robert J. Wilcox; Mrs. Doroehy Bell; "Mrs • .James H. 
R.oberts; Dorothy Johnson; Y.crs. Donald Hart; Mrs. Mary I.. Berry; 
Ernest Finkelstein; J can Norins .. 
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Evidence was presented on behalf of the Commission staff by: 

Paul Popenoe, Jr. (expenses, eaxes, plant, reserve> r~te base 
and S'I.1IllZn.3ry of earnitlgs); A. Al~ert: Ehxman (Balanc::e sheet~ income 
and earnings, and clearing accounts); Melvin E. Mezek (revenues); 
Loren W. E3st (maintenance, commercial and general operating 
expenses). 


