Decdsion No. 57602

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Mattexr of the Application of )
CALIFORNIA WATER & TELEPHONE COMPANY )

for suthority to increase its rates ; Application No. 38685
and chaxrges for telephome sexvice. (Axended)
D,

(Appearances and Witnesses are listed in Appendix B)

OPINION

Applicant's Request

Ca}ifornia Water & Telephone Company, a California
corporation;:/filed the gbove entitled application on December 21,
1956, and filed wmendments thereto on August 29, 1957, on Maxch 11,
1958, and on June 20, 1958, secking authoxity to inecrcase rates and
charges for telephonme service. The oxigzinal application request was
for an increase of approximately $1,472,000 or 1l.6 percent on the
basis of estimated telephone revenues of $12,648,410 for 1957 under
then existing rate levels. By the third amendment the request now
is for om inercase of approximately $1,970,000 or 12.1 percent on
the basis of estimated telephone revenues of $16,255,884 for 1958

under present rate levels.

During the intezval between December 21, 1956 and June 20,

1958, important changes were made in the multi-message unit rates in

1/ Applicont is o public utility rendering water service in various
- areas within the Counties of San Diego, Los Angeles and Monterey,
and telephone service in various areas within the Counties of
Los Angeles, Riverside and San Bernardino. During the year 1957

applicant’s water operations accounted for 25.1 percent of its
total revenues of $17,722,301.14 for the year.
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w2/
the Los Angeles Extended Area” amd in the message toll rates of

The Pacif%r; Telephone and Telegraph Company which benefit the

applicant. Full weight is given to these benefits in arxiving at a

decision on applicant's request contained in its third amendment to
the application.

Public Hearing

Aftexr due notice, eight days of public hearxing in this
mattexr were held before Commissionexr Rex Haxdy and/oxr Commissioner
Matthew J. Dooley and/or Examiner Manley W. Edwards duxring the period
May 22, 1957 to October 20, 1958, in Los Angeles, Redlands,

San Francisco and San Fexmando.

At the first day of hearing in Los Angeles the applicant
presented thirty oxhibits and testimony by four witmesses in support
of its originsl request. Counsel for the Commission's staff, on
reviewing applicanc's' Exhibit No. 14, made a motion to dismiss the
proceeding stating that the company's own figures show a rate of
return of 8.64 percent in 1956 and an estimated 7.26 pexrcent in 1957
for its exchange operations and that this Coummission should not

incrcase exchange xates to cffset deficiencies in toll or in muiti-

message wnit compensation.

2/ By Decisions Nos. 25936 and 56048 dated December 10, 1957, and
- January 7, 1958, xespectively, this Comission suthorized on anm
Interim basis a reduction in the length of mileage steps for
multi-message unit sexrvice in the Los Angeles Extended Area.
On May 21, 1958, the Supreme Court of the State of Californmia
denied 2 petition for writ of review filed January 14, 1958, on
behalf of the Cities of Los Angeles and Long Beach and two

individuals seeking to have that Couxrt review the lawfulness of
the aforesald decisions.

3/ By Decision No. 56652, effective May 26, 1958, this Commission
nade permanent the aforesald mileage step changes, authorized
The Pacific Telephone and Telegraph Company to place into effect
increased message toll rates. Applicant benefits fxom these new

rates through settlement contracts with The Pacific Telephone
and Telegraph Company.




" A. 38685 (Amd) ds

The second day of hearing, held in Redlands on May 23,

| 1957, was for the purpose of advising the applicant's subscribers
and the public as to progress of the hearing and taking of any public
statcments. A representative fxrom Desert Eot Springs appeared af
the hearing, presented a petition signed by a mmber of subscribers
and made a request for extended scrvice between the Desert Hot Springs
and the Palm Springs areas. By Decision No. 56194, dated February 4,
1958, applicent 1s authorized to inaugurate extended service between
the Desert Hot Springs exchange and the Palm Springs Main exchange
on or before April 1, .959. N

The third day of hearing, beld in San Francisco on Junc 11,
1957, before the Commission en bame, was for the purpose of xecelving
argument on the motion to dismiss.

The fourth day of hearing, held in Los Aangeles on
September 19, 1957, was for the puxpose of receiving testinony from
four subscribers and additional evidence from the applicant.

At the £ifth day of hearing in Los Angeles on June 26,
1958, applicant presented exhibits and testimony regarding its thizd
amendment to the application.

At the sixth day of hearing in Los Angeles on September 18,
1958, the Presiding Commissioner denied the staff's motion to dismiss
and received additional evidence frem the applicam: with regard to
its third amendment to the application. On September 19, 1958, the
Commission staff presented its independent analysis of the applicant's
operations based on the third amenduent to the application. On
October 20, 1958, the c¢ighth day of hearing was held in San Fernmando

to rececive testimony from subscribers in the San Fernando Valley who
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4/
had signed 2 petition wequesting notice of the hearing.” Submission

of the matter was taken 3t the close of thke San Fernando hearing
subject to xeceipt of written statements on November 3, 1958, and
certain late-filed exhibits on or before Novexber 10, 1958.

Applicant's Opexrations:

The California Water & Telephone Company for administration

and operation purposes is divided into three water divisions and one

telephone division. The telcephore division has four dictricts:
Monxrovia Distxrict, San Fernando District, Redlands Distxrict and
Palm Springs District. The Monrovia Distxict serves the commumities
of MOn:SVia and Sierra Madre. The San Fermando Districﬁ consists
entirely of the San Fermando exchange serving the City of San Fernando
and certain surrounding territory. The Redlands District serves the
ity of Redlands and a number of swall commmities in S&n Bernardino
and Riverside counties, The Palm Springs District serves the City of
Palm Springs and certein desert commmities to the north and to the
east thereof,

Applicant's properties are so scattexed geographically that
it does not maintain 3 central billing office, meter shop or ware-
house., Eack divicion operates as a semazate entity'from‘cen:ralized
top mamagement 2t the general office in Ssm Frameisco. The local
office for the telephome division is lccated in the City of Monxovia,
California. Thae San Fraacicco office is also the general office for
three associated corporations or corporations whicth are comtrolled,
or substantially controlled, through stock cumership by the Argonmaut

Investment Company and Westernm Utilities Corporation. The persommel

4/ This was a vexry sizeable petition sigoed on behalf of some 6,000
subscribers. The Presiding Commissioner on Septembexr 19, 1958,
required the applicant to mail notice of the San Fexrnando hearing
to cach persom who signed the petition at least 10 days prior to

the hearing. Some forty persons attended the San Fermando hear-
ing and fifteen tostified.

-l -
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in the San Francisco office perform accounting, emgineering and .
administrative sexvices for applicant as well as for the associated
corporations. The pro rata share of the cost of operating the
San Francisco office is charged to applicant's telephone division on
the basis of four factors tsken £rom preliminary figures £or the
prioxr year. These factors arce: (1) total plant, (2) tocalr customers,
(3) operation and maintenmmce expenses, and (&) zross payroll.
Telephone sexvice is rendered through sixteen exchanges.
As of March 31, 1958, applicant served 133,230 company stations and
was holding 1,336 applications for primary service and 7,401 orders
for higher grades of sexvice which had not vet been completed. The
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 opexates toll circuits ovexr two
routes: Palm Springs to Desert Hot Springs, and Hemet to Idyliwild.
Most of applicant's toll calls flow over toll limes of The Pacific
Telephone and Telegraphk Company and otherx companics.

Aoplicant's Position

In the original application it was stated thot the existing
rates for telephone service were established by Decision No. 47831,

Application No. 32010, dated October 14, 1952, and since that time,
as g result of negotiations with the Union representing the wage-
earning employees in the Telephone Division, appii.cant has granted
£ive successive increases to its wage-carning employees in the
Telepbome Division and corresponding wage and salary increases to its
supervisory snd monunion employces in the Telephone Divisfon. These
wage and salary incfeases aggregate the sum of approximately
$1,250,000. Alsé, there have been inereases in the ad valorem tax

zates, and materials and supplies since 1952. Inm 1955 applicant
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realized a rate of return oﬁ 6;97 percent on the depreciated criginal
cost of its operative telcphoné properties and in 1956 estimated that
its rate of retwrmn would £all to 5;54 percent in 1957. Applicant
sought increased rates to produce a rate of return of 7 pexrcent: and
took the position that :he rates provided by Decision No. 47821 axe
unjust, wareasonable and noncompensatory.

In the third amendment to the application, applicant, aftexr
accounting for the increases resulting from multi-meszage unic‘iates
and mileage step reductions and increases'in.message toll rates
effective for a full year basis, and all other rates as presently
autherized and existing, represenﬁs that it will realize a rate of

return of only 5.4C percent in its Telephone Division for 1958.

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

7.08 percent and again tskes the position that its existing rates for
telephone sexvice axd noncompensatory, uﬁjust and wmreasonable.

The independent study by the stalf of the Commissiéﬁ did
not indicate that applicant's earniﬁgS‘wpuld fall belo& 6 ﬁéfﬁent
in 1958 and, in fact, under the assumptions it made for fate ﬁaking
purposes, showed a rate of return of $.15 percemt fox 1958. |

Earningslcbmparison for 1958

A moxre detailed comparison of the revenues, expenses,
rate base and rate of return computed by the applicant and the
staff for the year 1958 under present rates (on 2 full year basis

for rates authorized by Decisiomns Nos. 56652, 56048 and 55936) is
sct forth in the tabulation folldwing.
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Inter-
Total ¢hanged Malti-
Telephone Message Message
Division Toll Unit Remainder

Applicant ~ (Exhibit
No. 38, Table III)

Revenues $16,255,884 $3,613,784 $ 4,008,013 $§ 8,634,087
Expenses and Taxes 13,351,502 3,070,203 3.149.602 7.131.697
Net Revenue » 93824 543,581 > R » 290
Depreciated Rate Basec 53,771,242 8,110,955 13,515,426 32,144,861
Rate of Return 5.407 6.70% 6.35% 4.67%

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

Revenues 16,852,000 3,785,000 4,364,000 8,703,000
Expenses and Taxes 13,591,000 3,156,000 3,369,000 7.066,000

Net Revenue 1,637,000

Depreciated Rate Base 53,005,000 8,171,000 14,038,000 30796000
Rate of Return 6.157% 7.70% 7.097. 52327

Applicant in this proceceding is seeking increases in its
rates for local exchange and intracompany toll serGice, service
connection charges, move and change charges and other items which fall
under the "Remaindex" category shown in the above tabulation.
Applicant is not seeking amny increase in this third smendment to its
application in the categories of Interchanged Message Toll or Malti-
Message Unit shown in the above tabulation, but apparently proposes

to make up for amy 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's jurisdietion. Applicant
should not expect to offset any deficieacies in interstate toll
earnings by increases in local exchange rates. Toll rate revisions
should be sought from the appropriate regulatory authority or by

renegotistion of settlement contracts with the companies that handle
the toll service.
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Interchanzed Message Toll - Intrastate

Applicant's interchanged California intrastate toll sexrvice
is furnished at rates filed with the Commission by The Pacific
Telephone and Télegraph Company. The Commission in its Decision
No. 56652 dated May 6, 1958, among other things, increased toll rates
generally throughout California effective June 1, 1958, and stated
that a rate of return of 7.7 pexcent would result f£rom such business.
Said decision also stated, in paxt, "Anplicant (P&cific Telephone) is
the tariff £iling utility for toll servicé generally throughout the
state and accordingly has the obligation and xesponsibility of seceing
that cach of the commecting independent telephone‘cbmpanies receives
its costs and a f£air return on the plsat devoted to the service.”

In view of the action takem in said decision, of which we take
official notice, we find that applicant is eatitled to receive its
costs including a f£aixr rate of return on iﬁs-plant devoted £o inter-
changed intrastate toll operstions. Applicant should mot expect to
offset any deficiencies in imtrastate =oll earnings by increases in
local exchanée rates, but should seck revision of its settlement
contracts. In accordance with the provisions of Sectiom 765 of the

Public Utilities Code, if utilitics do not agree upon tae division

between them of joint charges, this Commission, after hearing, may

establish such division by order.

Applicant's estimate of revemue f~om interchanged message
toll service is 3$171,226 or 4.5 percoent below the stcff's estimate.
Applicant pointed cut that its settlement agrecment on toll sexvice
with The Pécific Telephone and Telegrash Coapany does not gusrantee
it a 7.7 percent rate of return and actuwally in 1958 will show loss
than this amount. However, applicant in its closing statement said:
“"The most current information indicates that the interchanged message

toll business is likely to produce a rate of return to applicant

-8 =
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approximating 7.7 percent.” Also, in its closing statement, appli~
cont contends that the staff in making its separations study departed
from the requirements of the interchanged message toll settlement
agreement in that it used the 1957 changes based on quarterly
reviews, and that the staff's revemue estimste of interchanged toll
is still $47,000 too high.

Multi-Message Unit

Applicant's estimate of Multi-Message Unit reverue is
$355,987 or 8.1 percent below the staff's estimate. The staff
followed our Decision No. 56652, Application No. 39309, in which we
deercased the mileage steps in order to increase intexchanged multi-
message unit revenues to the four intercomnecting companies which

handle the traffic - The Pacific Telephone and Telegraph Company,

Genexal Telephone Company of California, Sunland=Tujunga Telephone

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

"The evidence also shoaws that a settlement ratio

of 7.09 percent is indicated for interchmmged
multi-message unit operations in the Los Angeles
Extended Arxca for the four utilities, based on
fourth quarter 1957 amnualized 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 Deecision No. 57086, Applicatiom No. 39465, by the
General Telephone Company of Califormia, we found that the intex-
changed multi-message unit revenues to which it was entitled should
be 1its costs plus a 7.09 pexcent settlement ratio on plant devoted
to such sexvice.

Applicant states that the staff's figuwe is purely hypo-
thetical and considerably above the 6.15 percent and 6.26 percent
setually realized in the £first 2nd second quarters of 1958.
Applicant also states that the procédures employed by the staff
result in crromeous allocations of plant and expense between the

categories of "Message Toll"”, "Multi-Message Unit" and "Remaindex”

-9 -
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principally because the 1957 base separations study was not weighted
for the quarterly xevicws, and that g proper figure for multi-mcsségc
unit revenue on the staff's basis is $180,000 lowex than computed by
the staff.

We have carefully considered spplicant's position
regaxding the multi-message unit revenues, and the coﬁ:encions of
the staff with regsrd thereto, but fail to £ind that the staff's
analysis provides unreasonable results for rate making purposes.
Looking to the future we will not burden exchange rates with
any deficiency which results from applicant's entering ixto a
settlement contract that has not been specifically approved by
the Commission.,

Remainder (Principally Local Exchange)

There remains applicamt's local exchange and intracompany
toll and miscellaneous operations to analyze to determine appli-
cant's need and justification for rate increases. Both applicant
and the Commission staff presented more detail of the carnings of
applicant's exchange operations uﬁder present rates than previcusly

shown. These may be summarized and conpared as £ollows:

SUWMRY OF EXCHANGE AND MISCELLANEOUS
f N »

Item Applicant Staff Adopted
Egﬁ No., 38 Exh. No. S& Resglts

Revenues

Local Serviece $ 7,629, 088 $ 7,682,000 $ 7,682 »000
Message Toll (Intracompany) 28 650 29 000 29, ,000
Miscellaneous 1,012 460 1,019 OOO 1 019,000

Uncollectible (36,111) §27,000) §272000>
Total Revenucs > » 3y » s
Ewpenses and Taxes

Maintenance Expenses 1,336,717 1,737,000 1,737,000

Traffic Expenscs 346 391 372 000 372 000

Coxmexcial Expenses 958 164 915, >000 915,000

Genexal Expenses 400 188 370, ,000 370,000

Othexr Operating Expenses 178, ;661 170 OOO, 170, ,000

Depreciation 1, 564 024 1, 528 000 1, 576, »000

Taxes = Other than Income 1 045 174 ,007 000 1, 013 000

Income Taxes 802 378 067, 000 864 000

Wage Increase 105,000

Total Expenses and Taxes 31,697’ 7,066,000 7 5 122,000

Net Revemie 1,502,390 1,637,000 1,581,000
Rate Base (Depreciated) 32,144,861 30,796,000 30,796,000
Rate of Return 4.67% 5.327% 5.13%

(Red Figure)
-10 -
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The adopted results which the Commission will use to test

the validity of applicant’'s request also 8re shown in the above
tabulation.

Reverues

The staff's revenue estimate is $68,913 or 0.8 percent
greater than applicant's estimate. Applicant xepresents that the
staff's estimate of subseriber station revcnues\is $86,975 higher
because it used an estimated station gain that is approximately
3,500 stations greater than actually will be experienced in 1958.
The staff points out that it used the same estimate of station growth
that ;hc applicant did, and that its higher estimate of revenues
results from the fact that it used the higher révenues per station
experienced in 1958 as a result of the regrade program the applicant
has undertaken.. The staff represents that its revenues, expenses
and rate base are mutually comsistent and provide reasonable
cstimates for rate fixing purposes, and that the applicent's showing
reflects understated revenues, overstated expenses, and a rate base
which includes plant that does not exist in fact.

We are concexned here with the problem of msking rates for
the future., For such purpose we use average or normal conditions
insofar as reasomable. The fact that station gain is not up to
average in large measure can be accounted for by the business
fecession experienced in the first eight months of the year. In the
Commission's opinion, the staff's revenue estimate is more reasonable
than applicant's Zor the purposes of a test year. Therefore, we
adopt 35 reasomable the staff's revenue estimate of $8,703,000 for
1958.

Expenses
| The staff's maintensnce cxpenses are $99,717 lower than
applicant's; the staff's traffic expenses are $25,609 higher than
applicant’'s; the staff's commercial expenses are $43,164 lower than
-1l =
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applicant's; the staff's goneral expenses are $30,188 lower than
applicant's; and the staff's other operating cxpenses are $8,661
lower than applicant’s. The total of these items indicates that
the staff's estimate is $156,121 lower than applicant's. Applicamt

represents that the staff used the lower trend of expenses shown

for the first five momths actual results in making its estimate and

that it would be inconsistent with its use of a higher than actual
muber of subscribers in making its revenue estimate. The staff
contends that the difference in expenses does mot relate to station
development, but xesults, principally, frem the £act that the staff
used wage rates in effect at the time of the study, whereas the
applicomt allowed for wage increascs to which it was not committed
at the time of making its estimate. At the last day of hearing
applicant advised of wage and szlary imcreases granted starting
November 1, 1958, which will increase anoual opexrating expenses by
$205,000 of which $105,000 is applicable to the exchange and
miscellaneocus category. In resolving this problem a faix solutiom
appears to be to adopt the staff's estimates of these expense items
ancd augment them by a pro rata of the wage and salary increase.
Accordingly we adopt as reasonable the staff's estimate of main-
tenance, traffic, commexceial, gemeral and other operating expenses,
and in addition are allowing $105,000 of wage inmcreases applicable

to the exchange and miscellaneous category.
Depreciation Expense

The staff's depreciation expense is $36,024, oxr 2.3
percent, beiow applicant's estimate. Applicant states that the
present method of accruing depreciation expense to Account 232
"Station Commections' went into effect January 1, 1958; that the

rate originally anticipated for this item wzs 13 percent; but that
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experience for the first seven months of 1958 indicates that the
proper rate should be approximately 15 perxcemt. This correction
would have the effect of increasing the staff's depreciation
allowance by $33,000, of which approximately 58 pexcent ox $48,000
is applicable to the exchange and miscellaneous category. There-
fore, we adopt as reasonsble an amount of $1,576,000 for deprecia-
tion cxpenses foxr the 1958 test year.

Taxes = Other Than Tncome

The staff's taxes - other than income are $38,174 lowexr
than applicant's estimate. This results primarily from the fact
that the applicant estimated higher expenses, including higher wages
for 1958, tham did the staff. Neither the staff nor the applicant
reflected in their estimates the higher social security tax rate
which will become effective on Jamuary 1, 1959. Since such higher
social security tax rate is definitely kmown as shown in this record,
it is appropriate to reflect its cffect in the test year results.
The increase in social security tax rate from 2.25 percent to 2.50
pexcent results in an increase in taxes of approximately $10,000

for aprlicaont's total telephone operations of which approximately

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

We adopt as reasonable the staff's estimate of taxes - othexr than

income ougmented by $6,000 to reflect the higher social security

tax xrate.

Income Taxes

The level of income taxes depends upon the net income
shown. By 2llowing for $159,000 increase in expemses over the
staff's estimate, the income tax would be reduced by $86,000. Such

assumption is based on the use of straight-line tax depreciation

accounting.
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For the years 1954 throug}:x ;956 applicant elécted to use
the double rate decli.ning balanee nﬁechod. to compute accelerated
depreciation, but in 1957 elected to xevert back to st:r#ight-line
depreciation accounting. 7The use oif accelerated depreciation
resulted in sizeable tax reductions £or the yeaxrs 1954, 1955 and
1956 and applicant now has accumulated a deferred tax resexrve of
$484,455 attributable to its Telephone Division,

The question as to what rate treatment should be accorded
to accelexated depreciation tax accruals and reserves for deferxred
taxes is being investigated by the Commission under Case No. 6148.
Uatil such case is decided, the applicant shall advise this
Cozmission as to its election for the 1958 and 1959 tax years within
30 days after the effective date of this oxder, and yearly thercafter
by January 1 of each year until a £inal decision of this Commission
in Case No. 6148, 2nd the Commission will promptly move to adjust
the rates herein authorized in such mammer as may be found appropriate,
For the purposes of this décision only, pending final decision 'by ‘
this Commissicn on the treatment to be accorded accelerated depreci-
ation for rate making purposes, the tax expense for rate mak:.ng
purposes herein will be determined after crediting to the Federal
Income Tax Account intezxest calculated on the reserve for income
taxes at the rate of return on applicant's rate base herein adopted.
Since approximately 58 percent of this reserve, or about $280,000,
is chargeable to applicant's local exchange and intracompany toll
operations, the interest credit in this proceeding will be $17,000.

After giving weight to the 'va::iation in expenses being
adopted herein and the deferred tax reserve interest credit, an
income tax figurc of $864,000 is computed for the test year 1958
which is found to be reasonable and is adopted.

-1 -
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Rate Base

The staff's rate base is $1,348,861, or 4.2 percent,
below applicant's rate base. The difference results, in part, from
the £act that the staff estimated $614,000 less than applicant
for weighted average plant in sexvice and, in part, from a difference
in sepaxation of plant to the thwreec categories: (1)‘meSSage toll,
(2) multi-message, and (3) remaindexr (local exchange mainly), which
reflect highex allocaéions to the first two categories than
applicant computed.

The staff's ellocation reflects applicant's admitted
inability to keep fully ir pace with the tremendous growth that has
occurred in the areas it is sexrving. As a consequence there is a
substantial number oi held orders. Applicant explained that it has
not had normal plant margins for many years ané the substantial
additions plannéd for 1958 and forecast for 1959 are designed to
afford normal margins to enable it to keep on a current basis and.
take caxe of regrading. Applicamt's rate base estimate was made with
its new construction budget in mind, which so far has not been
expended as fast as forecast, The staff represents that its xate
base is consistent with its revemue and expeﬁse estimates and
provides a reasomable estimate for wate fixing purposes. After
considering the evidence of record on this subjeet we adopt the
staff's rate base and find it reasomable. |

Rate of Returm

It is applicant's contention that xates shouid be
prescribed to produce carnings to yield 7 percent on its total

operations in order <o competc in the money maxrket and attract

investors who will provide the funds so urgently nceded to emagble it

to discharge its public obligations. Applicant also requests some
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additional provision be allowed in the xate of retwrn to compensate
for future attrition which it ¢laims will result from higher unit
plant costs, increased ad valorem tax rates and assessments, higher
wage rates and other effects of the inflatiomary spiral. Applicant
:reércsents that these items lower its rate of zeturn fxom 0.5 per-
cent to 0.75 percent anmually.

In the results being adopted in this decision we have
allowed for the exchange pro rata increase in wages c¢ffective late
in 1958 on a full year basis, and by using an estimated year in
advance, rather than a past year as a test period, we give full
weight to the higher unit plant costs. It is not Commdission policy
to speculate as to future tax rate changes. Therefore, in this
decision, we have allowed for the major :I.t:ems‘ that cause attrition
and do mot find amy reason for granting any extra allowance in rate
of zeturn,

We have considered our former allowance of a rate of
return of 6.1 perxcent in 1952 by Decision No. 47831, Applicatiom
No. 33010. Such rate of return was predicated on total éelephone
division operations, including toll, multi-message and local exchange

revermes, The local exchange portion of applicant's revenues is

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

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

The City of Los Angeles took the position that any in-
crease in rate of return should be in such moderate amount as may be
needed to reflect the xise ir interest rates which has taken place
since Decision No. 47831 was rendered. The City stated that the
evidence f£ails to support the applicant's contention for a xate of
return of approximately 7 percent and pointed out that the evidence
presented by applicant's financilal witmess was £xrom the viewpoint
of the “"investor interests'; and that he did not mention the

intexests of the "rate payers' and “customers'. If earuings on
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equity are maintained within the range of past carmings, the City
computes 3 cost of capital of approximately 6.25 percent.

The Californmia Farm Burxeau Federation took the position
that to the extent the applicant has higher costs of.operacion, it
is entitled to recover such costs through higher rates, but that the |
effect of the assumed percentages for interchanged toll anﬁ malti-
message service is to show an unreasonably high return under appli-
cant's proposed rates for local exchange service.

Upon a careful consideration of the evidénce before us
we are of the opinion and find that a zate of return of 6.25 percent
on applicant's local exchange and intracompany toll operations is
faix and reasonable for the estimated year 1958. When a rate of
return of 6.25 percent is applied to the depreciated rate base of
$30,796,000 hereinbefore found reasonsble for applicant's local
exchange and intracompany toll operatioms, an increase in annual
grxoss xevemes of $750,000 is found to be required. This imerease
is approximately 38 percent of the increase in revenues requested
by applicamt.

Spread of Rates

The City of Los Angeles pointed out that the recent
increase in multi-message unit charges as 3 result of decrease in
mileage steps has placed an additionzal burden on the subscribers in
the San Fernando exchange, whereas the applicent's outlying exchanges
have been spared such increase. The basic position taken by the
City is that rates for basic exchange sexrvice should be maintained
at tﬁc lowest practical level; thkat amy failurce of applicant to
obtain full compensation from commecting companies for its portion
of jointly handled business should not cast a burden upon its rates
for local sexvice; and that carnings by exchanges should be consid-
exed in arxiving at the f£air level of the various basic exchange

rates to be authorized.

-17 =
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For the purposes of this third amendment to its appli~-
cation the applicant has not submitted a results of operation
sxmary segregated by exchanges, but did submit by Exhibit No. 50,
a sumaxy for its 1957 telephome operatioms segregated by districts

which showed the following results:

Rate of
Districts Return

Monzovia 8.217%
San Fernando 5.72%
Redlands 5.007%
Palm Springs 1.12%

Total Division 5.50%

The basic position of the City of San Fernmando was similax
to that expressed by the City of Los Angeles im its closing st:atﬁc-
ment. With indicated earmings in San Fexrnando slightly above
system average, the City of San Fexrnando does not approve of any
extra increases to make up for the low earning position in the
Palm Springs or Redlands Districts.

Two subseribers from Sierra Madre, located in the Monrovia
District, protested the proposed increase in rates, pointed out that
the rates in a nearby exchange served by The Pacific 'Ielei:hone and
Telegraph Company are lower and questioned that the sexvice was as
good as in the nearby Pacific exchange.

In resolving this subject of rate spread, it is the
Commission's opinion that rates in all exchanges should be increased

somewhat, but those rates in the districts of Momxrovia and

San Fernando should be increased less pexrcentagewise, than in
Redlands and Palm Springs.
Basic Exchange Rates

Applicant proposed increases in basic exchange rates
totaling $1,153,000 of which $3Ti,é00 was apportioned to business
sexvice and $782,000 was apportioned to residence service. Appli-
cant's proposal was to apply uniform increases in all exchanges |
outside the Los Angeles Extended Arez and lesser uniform iacreases
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in the three exchimges within the Los Angeles Lxtended Arxea.
We find that an increase of $203,000 is justified for basic

business sexvice and rates to produce such amount will be authorized.

In the interest of imp:roving telephone service, applicant will be

required to upgrade all busipess four-party sexvices by December 31,
1959.

We £ind that an increase of $27,000 is justified for basic
residence sexrvice and rates to produce such amount will be authorized.
As an objective in the Los Angeles Extended Area in the interest of
improving telephone sexrvice, applicant must look forwaxrd te the pro-
vision of residence individual line and two-party line £lat xrate
sexvice and residence two-party line message rate sexvice. The
increases in basic rates found justified at this time may be
summaxized as follows: Inerease Per Month

Monrovia San Fermando Redlands  Palm Springs
District(d) District(e) District(d)District{e)

Business Sexviee,
Each Primary Statiom
Individwal Line .
Flat Rate $ .50 $1.00 $1.50 $2.00
Two=Party Line ,
FXat Rate «25 75 1.25 1.75
Four-~Party Line
Flat Rate (a) not offered not offered 1.25(a) 1.75(¢a)
Subuxban 20 70 1.10 1.60
Sexi~Public -
Ratce Per Month 25 <75 1.25 1.75
Trunk Rate 75 1.50 2.05 to 2,75 to
2.25 3.00

Residence Sexvice,
Each Primary Station

Indivicdual Line

Flat Rate .10
Two~Paxty Line

Flat Rote .05 .05 .05
Four-Party Line

Flat Rate - - - -
Suburban - - - -

<50

- No increase avthorized.

{a) Rate for business four-party service is to be withdrawm as facil-
ities are available te upgrade the sexvice, but no later than
December 31, 1959.

é’b) Monxovia and Siexra Madre exchanges.

; San Fernando exchange.

(¢8) Baming-Beaumont, Elsinore, Hemet-San Jacinto, Idyllwild, Moreno,

Murricta, Perris, Redlands, and Temecula exchanges.

(e) Desexrt Hot Springs, Joshua Tree, Palm Springs, and Twentynine
Palms exchanges.
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Service Commection and Move and Change Charges

Applicant proposed to increase service commection and move
and change charges so as to increase ammal 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 tﬁe annual amount of $134,000
and the order hexein will so provide.

Extension and PBX Station Rates

Increases in monthly rates fo:;: business and residence
extension and FBX stations wexe proposed by applicanc‘gscﬁnated to
increase aammal xevenuces by $163,200. We find,écmc increases in
these xates to be justified at this time to produce $70,000 in gnmual
revemues and the order herein will so providg.

PBX Switchboord and Equipment Rates

Applicant proposed to inérease installation charges and
monthly xates for PBX switchboaxds and equipment to sugment anmual

revemues by $79,000. Such requested increases appear reasonable and
will be authioxized by the ordex herein.

Key System-elephone Service Rates

Increases in installa&cn charges and monthly rates wexe
proposed by applicant for variocus.key telephone services estimated to
increase amnual revenues by $135,000. We find such increases to be
reasonadble and they will be euthorized by the oxder herein,
Supplemental Equipment Rates |

One of applicant's rate proposals was to increase rates and
charges for varicus items of supplemental equipment so as to inc?:ease
annual revenmues by $70,900. For the most part, rates and chaxges in
this cotegory axc for specialized equipment which has felt the impact
of increased costs. We find an increase of $64,000 in supplemental

cquipment rates to be justified as provided iz the order herein.
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Base Rate Areas‘

A Commission staff witness recommended expansion of the
San Fermando base rate ares by spproximately 9.75 square miles as set
forth oﬁ the map filed as Exhibit No. 58. He xrecommended that all
existing suburban sexrvices within the enlarged portion of the base
rate area be filed as deviations until such services reasonably can
be upgraded. He further recommended that umtil the upgrading can be
éccomplished and the propexr rates applied, all such deviation
services be billed at either suburban service rates or at rates fLor
highexr grades of service, whichever is lower. It appears that the
San. Fernando base rate area should be expanded as recommended gnd the
oxder herein will so provide. The annual revenue reduction resulting
from such basc rate area expansion at the rates authorized by the
order herein approximates $12,000.

For the future applicant should magke periodic reviews of
its base rate areas and file for expamsiom of such base rate areas
whenever and wherever the need thexefor becomes apparent.

roreigm Exchanze Rates

Applicant proposed various changes in rates applicable to
foreign cxchomge sexvice, the over=-all effect of such changes being
an estimated increase in anoual revenues of $85,300. The record
reveals that such requested increase would be obtained from approxi-
mateiy 1,000 sexrvices. While foreign exchange sexrvice, in effect,
constitutes a commmuted toll sexrvice and while the Commission recently
has suthorized higher levels of toll rates generally throughout
California and has shortened the mileage steps on message unit service,
we do mot find that the total amount of applicant’s reéuest for

increases in foreign exchange service rates is reasongble at this
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time. The order herein will authorize rates for foreign mochanges

sexvice which are estimated to increase smmual revenues by $9,000 .
Suburban Mileage Rates

Applicant proposed to imecrease suburban mileage rates by
amounts which it is estimated will increase ammual revenues by
approximately $21,000. These milesge charges genmerally have remained
at their present level without change for many years. We find the
proposed increases in suburban milcage rates to be justified at this
time.

Other Miscellaneous Rates

Proposals to increase rates for a mumber of miscellaneous
services were made by the applicant 50 as to increase annual revemues
on estimated $49,800. These increas»éé relate to off-premises mileage
rates, directory listings, special telephomne sexrvice, jo:‘.nﬁ usexr
sexvice, interexchange receﬁ.\}ing sexrvice, wall telephone sets,
employee's sexrvice, tie line service, oxrder receiving sexvice,
message toll telephone sexvice, private lime service, and special
assemblies of equipment. We find increases of $20,000 ammually to

be justified in such miscellaneous xrates at this time.
Surmary
The rate increases authorized may be summarized as follows:

Category Arrmaal Increase

Basic Business Rates $203,000
Basic Residence Rates 27,000
Sexrvice Commection~-Moves & Changes 134,000
Extension and PBX Station Rates 70,000
PBX Switchboard and Equipment Rates 79,000
Key System=-Telephone Service Rates 135,000
Supplemental Equipment Rates 64,000
San Fexnando Base Rate Area

Expaz;nczion 12
Toreign hange Rates »
Suburban Mileage Rates 21,000
Other Miscellaneous Rates 20,000

Total $750,000
(Red riguxe)

2/ Inasmuch as the Commdlssion xs aumor:.zm.% new foreign exchange
rates for applicant, it follows that affected foreign exchange
rates filed by commecting companies should be xevised so as to
be consistent therewith. Such coanccting companies should re-
quest authority of this Commission, by advice lettexr procedures,
to make the necessary tariff filings to reflect the increase
authorized in the sexrving ex%ange by the oxder herein.
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Messagze Rate Service

The Commission in Decision No. 45257, dated January 16,
1951, in Appiication No. 28693, involving this utility stated, in
part: 'Message rate business service provides a sexvice to the
swaller users at a minimum rate and at a charge which varies in
relation to usage. The Commission is of the opinion that the company.
should proceed at once to develop a program for the introduction of
such sexrvice',

Apparently applicant has made no progress with plans to
provide message rate service pérticularly in the Los Angeles Extended
Area, nor has applicant in this proceeding requested authority to
establish such business message rate service.

In the interest of providing a more cquitable distribution
oZ charges among small and large business users as well as to improve
service to residence users, applicant will be required by the order
herein to prepsre and place before the Commission, studies of the
cost and revenue effects of providing business individual line aod
private branch exchange message rate sexvice im lieu of flat rate
service, as well as residence two-party message rate sexrvice in lieu
of residence four-party £flat rate service, in all of applican:'s
exchanges within the Los Angeles Extended Area.

Service Matters

Sexvice problems and deficiencies were called to the
Commission's attention by 3 number of subscribers who appeared'and
presented testimony. The individual complaints were investigsated by
applicant at the direction of the presiding exominexr. Exhibit No. 57
filed in this proceeding summarizes the xesults of such investigatioms.

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

was unable to £ill 1,336 applications for main service and 7,461

- 23 -




A. 38685 (Andifds * ®

requests £or higher grades of service. While it appears some progress
has been made in rcducing such unfilled applications, applicant should
provide sexrvice to waiting applicants ss rapidly as reasonably pos=-
5ible consistent with maintaining reasonably adequate service to
existing subscribers. The San Fernando base rate area expsnsion and
reduction in primary stations per line resulting from such base rate
area expansion and withdrawal of business four-party sexvice as
ordered hexcinafter should tend to further improve the quality of
applicant's service.

The Commission is concerned over the comparetively laxge
number of sexvice complaints received during the course of the hear-
ings and implications of generally unsatisfactory service based on the
large numbexr of subscribers signing petitions./ Applicant's stated
position and philosophy is that a2 utility that has inadequate carnings

must neceésarily render inadequate and inefficient service. The

Commission disagrees with applicant's position and philosophy: Appli-LZQééé:.

cant's obligation as a public utility operating under the Public

Utilities Code of the State of Califormia is first to supply adequate
and sufficient service. Inadequate past earnings and inadequate
financing are not an excqu:J/Accordingly, we have held increases in
residence rates to & very minimum, with no increases to the residence
four-party and guburban grsdes.

Findings and Conclusions

The Coumission has carefully weighed all of the evidence of
record and has considered the statements of the parties with equal
caxe. - The action whick we are taking herein will reasomably produce an
over-all result which we find to be fair and recasonable and in the
public interest. Further, we hereby find as a faet:

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

2. That present rates insofar as they differ from those

herein prescxibed, for the future are unjust and
unreasonable,

That an order should be issued inereasing the rates
in the mamner hexetofore discussed.

- 2 -
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California Water & Telephone Company having applied to this
Coumission for an oxder authorizing inecreases in rates and charges
foxr telephone service, public hearings having been held, the matter
having been submitted and now being ready for decision; therxefore,

| IT IS ORDERED that:

1. Applicant is authorized and directed to file in quadrupli-~
cate with the Commission, on or after the effective date of this
orxder and in conformity with the provisions of General Order No. 96,
revised tariff schedules with rates, charges, and conditions
modified as set forth in Appendix A, attached hercto, and, on not
less than five days' notice to the public and to this Commission,
to make said revised tariffs effective for all sexvice furnished
on and after February 16, 1959, oxcepting that increases in inmstal-
lation, service conmection and move and change charges shall de
nade effective on applications received by the applicant on and
after February 16, 1959.

2. Within six months from the effective date of this order,
applicant shzll have prepared and properly docketed with this
Coxrission and shall have served copies thereof upon the munici~
palitics served by its exchanges within the Los Angeles Extended
Area, a study or studies showing the cost and revenue effects of
providing (1) business individual line and private branch exchange
trunk message rate service in lieu of flat rate sexvice and (2)

residence two-party message rate sexvice in lieu of residence
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four-paxty flat rate service, in each of applicant's exchanges in
thev Los Angeles Extended Ares. Further, such study or studies.
sbéll include a proposal oxr proposals as to rate levels and a
reasongble program for the introduction of such in-lieu services.
The effective date of this order shall be twenty days
after the date hereof. | ‘
Dated at S : , Californis, this 24 /A
day of \f/WM - ‘

T =z

/7" \“

,/,///’




PATES

Tho presently effective ratec, charges and conditions are changed as set

forth In this appendix.

Bann Rate Avam

San Fernando base rate ares 43 to be axpanded as get forth on Exhibit
No. 58. In said expmded portion of San Fernando base rete area, applicant
is authorized to provide suburban line resicence and “usinecs services at
the four-party residence and suburban business rates, respectively, on a
deviation basis until focilities beceme available to furnish uwrban grades

of service. Said urbon grades of service shall bo furnished by no later than
D‘chmbor 31’ 1959'

Sehadila A
T 4 P

Incrense in Rate Per Menth
Yonrovia San Fernendo Redland=z Palm Springs
Digtadet(e) Distpict(b) Distrtet(e)  Distriet(d)
Sexvice Where Offered

Flat Rate, Local or Extendod Service
Business Service, Each Primary Statiom:
Ind4vidual Line $0.50 $1.00 ¥L.50 $2.00
Two-Party Line 25 .75 1.25 L.75
Four-Party Line (e) b * 1.25 1.75

Rasldence Service Each Primary Station: '
Individual Line <10 .10 .20 10
TWO"P my Line -05 005 005 -05\

* Service not offered.

(a) Momrovis and Sierrs Madre exchanges.

(b) San Fornando exchongs.

(e) ~Becumont, Elsinore, Hemot-Son Jacinto, Idyllwild,
Moreno, Murricta, Porris, Redlands, snd Temeculs exchanges.

(d) Desert Hot Sprimgs, Joshua Tree, Palm Springc, and Twenty-Nine
Pplms exchanges.

(e) Rate to be withdrawn no later than December 31, 1959.

Rovised Spocilal Conditions & end 7 to indicate that rate for business
four-party line service is 1o be withdrawr in a1 exchanges where suck zervice

s now offered as facilities become aveilable to upgrade the service, but no
later thaon December 31, 1959.
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Extencion Station Rates

Each Extension Station:
Business
Residenco

Sﬁhgﬁ;;!a No, A2
Sﬂ - C
T o Rata Paw W
Monrevia San Fernando Redlands Palm Springs
Dstriet | District Motrict _ District

Each Primary Station: $0.25 %.75 $1.25 $1.75

Sehadule No, A-/
Mllenze Rates

: AChd.nges proposed In mileage rates, RATE 1, within Suburban Areé., as
sot forth on Page 5 of Exhibit A attached to the thind amendment to
Application No. 38685 are authorized.

Schadule Np, A5
Suburban Service
Ingrencs in Pata Paw Manti

Monrovia San Fernmando Redlands Palm Springs
Dlotefot _Digtrict . Diotrict _ Dictrdcr

Zxchango Where Offered _
Each Prinmary Station
Business Service: $0.20 $0.70 $1.20 31.60

2ohadula NQ? AT

2

Switchboard Rates:

Inereoasos in instollation charges and monthly rates, and proposed tariff
revicions for switchbonrds set forth on Poge 7 of Exhibit L attached to the
third omendment to Application No. 38625 are authorized.

Trunk Rates:

rate within
the base rate area plus present dollar differentinl between spocial
rate ores and base rate area trunk rate.

Note: In the case of Palm S t exchange an increase of $2.75 in the
monthly rate per tmngr‘ i..‘egatx‘ahorized witil the introduction of
axtended sorvice with Desert Hot Springs.
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Station Rate:
Each Commoreial PEL Statlion
Each Hotel PBX Station ~ Not inm Guest Room
~ In Gusst Room

Schednle No, A8
Dial Private Brench Prchamge Secvice
Mochanical Switching Equipment and Attendsnt's Cabipot Rates:

Increases in Installation charges and monthly rates, and proposed
tariff revisions for mechmnical switching equipment and attendant’s
cebinet oquipment sot forth on Page 9 of Exhibit A attached to the third
amondment to Application No. 38685 are authorized.

Teumk Rates
Flat Rate, Local or Zxtended Sexvice, Business or Residence:
Each trunk within the base rate area - 150% of the inddvidusl line
primasy station £lat rate rounded to the lower 256 multiple.
Each trunk within s specisl rate area - Authorized trumy rate withina

the base rate area plus present dollar differential betwoen special
rate ares and bese rate area trunk rato.

Notez In the case of Pelm Springs exchange an imcrease of $2.75 a
month per business trunk 15 autborized wntil the introduction
of oxtendod service with Desert Hot Springs. In thoe case of
Desert Bot Springs exchange, no increase is authorized 4n
residence trunk rates prior to the introduction of extended
service with Palm Snrings.

Sehadule No, A9
Knx Sm‘f"gm Sﬁm ca

Increases in montkly equipment and ctation rates set Corth om Page 11
of Exhibit A attached to the third amendment to Application No. 38685 are
authorized.

Sehednle No, A1)
Key Telephome Seryice

Koy Equipment Arrangements:

Increases in Instellation charges and monthly rates for key equipment
arrangements set forth on Pages 11 and 12 of Exhibit A attached to the
third amendment to Application No. 38685 are authorized.
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Diractory Listinega

RLL 75¢ diroctory listing items are authordzed o be increased to 854
ond o1l 35¢ directory listing items are authorized to be increased te LO¢

Speclal Conditions 5(0) and 5(k) are authorized to be revised as set

forth on Page 13 of Exhidit A attached to the third amendment to Application
No. 38685.

S¢hadule No, A-15

S - + S o

Increases in instellation charges and monthly rates and proposed tariff
revisions for supplemental equipment service set forth on Pages 13, 14 and

15 of Exhibit A attached to the third amondment to Application No. 38685 are
euthorized axcopt as follows:

A
Instellation Rete Per
Lten Charpe NMomthn
Colored Handset Telephomes - $10.00 o

Jack and Plug Equipment .
Bach Jack of 3 contacts or lesa 7.50 - f

* The monthly charge and service commection charge for colored
hapdsets will be the charges applicable o standasd black finish
handset equipment.

# Tho present monthly rate of 15¢ for onch jack of 2 contacts or
less 15 ordered cancoled.

1A Ae
Taln a S an

Increases in installation charges and monthly rates set forth on Page 15

of Exhibit A attached 40 the third azendment to Application No. 28685 are
authorized. ‘

Sa a N A
Fomnlm Exehanoa Service

Primary Sorvice Rates: -

1. Primary rates for foreign exchange service served from exchonges of
California Water & Tolophone Company are to bo adfusted to the extent
roquired by the changes hereinsbove authorized in primary rates and

directory listing rates, and in addition ere to be increased by 504
per nonth.
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Primary Service Rates:

2. Primary rates for foreign exchange sorvice £1led by Californin Water &
Tolephone Company other than in 1 above are o be adiusted to the

extent roquirod Ly the increase hereinabove authorized in directory
listing rates.

3. Incronses requested in PEX trunk allowances from 200 to 300 messages
set forth on Page 16 of Exhibit A attachbed to the third amendment of
Applicetion No. 38685 priced at 5¢ ench are authorized to be made inm
thoe basic foreign exchange rates.

4. Applicent shall cancel all foreign exchange rates over routes where
no present services are fumished or applications for service are
pending.

Listod Routes Botweon Comtiguous Exchanges
Suburben Mileage Rates:

Ineresses in rates set forth on Page 17 of Exhidit A attached to the
third amendment to Application No. 38685 are suthorized.

Residence Foreign Exchange Milenge Rates:
Rate Par Month
Fack Ono~Quarter Mile

or Fraction Thereof
Residenco Sexrvice: :
Bach 1ndividual lire primery station $2.00
Each two-party line primary station 1.75
Bach four-party line primery stetion .50
Each suburban line prinsry statiom 1.00

Listed Routes Between Nom-Contiguous Exchenges:
Eusiness end Residence Foreign Exchange Mileage Rates:

Increases In rates for husiness and residence foreign exchange mileage rates

eet forth on Page 18 of Exhibit A attached to the third amendment “o Application
No. 38685 are authorized.




Schadule No, A-19
Jofnd User Serrice

The following joint user rates are authorized:

Each Joint uoer service in comnection with
local or extended business service:
Individual or party line flat rate service
Semi-public coin box service
Private branch exchange service

Zach joint user service in commection with foreign
oxchange service ,

Message Rate:
Individusl line business service
Privete branch exchonge service

Flat Rate:
Individual line business cervice
Private branch exchange service

Schedule No. A=20
Interexehanos Racelvinge Semdon

The rate for cach interexchange receiving service is authorized to be
increased to $6.00 per month.

Schedule No, A-21
W, Te Sa+

This schedule 15 authorized 4o be canceled. Other schedules affected by
this change aro autkorized to be revised to the extent necessary.

Schadule No, A-22

Mava o roes

Incresses in move and change charges, changes in text of Charge 2, Other
Equirment and Wiring, and change in Special Condition 4 set forth on Page 20

of Exhibit A attachod to the third rmendment to Avplication No. 38635 are
authorized. .

Schedwla No, A-2L
2ie Line Service

Mochanicol Switching Equipment:
The incresses in installation charges and monthly rates for ;nechanical

switching oquipment set forth on Page 23 of Exbibit A attached to the third
anondment to Application No. 38685 are authorized.
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Scheduls No, A-26
Sexvige Comection Charges

New ond Additiomal Service:

Increases 'amd charges sot forth on Page 24 of Zuhibit A atteched to the

third amendment to Application No. 38685 are authorized for new and additional
service.

Instrumentslities in Placo and no Change of Location or Type of
Facilitfos Involved

Subseribers? exchange servico and facilities:
One or more uwnits $7.00

Speciel Condition No. 2 is suthorized to be changed as geot forth on
Page 2, of Exhibit A attached to the third amendmenmt to Application No. 38685.

Sehedida No, A-30D
or Raceiving B + 5 "

Increases 4n 4installation charges and rates per montli sot forth on Page 25

of Zxhibit A attoched to the third smendmenmt to Application No. 38685 are
gutihorized.

Sohedygla No, Bl

Maaanorn T Talam -~

The following increases and changes in message t0ll telephone service rates
areo authordized:

Rate (1), Service between pointc on the lines of the Company:

Rate
Day, Night and Suwmdny
Statiom Sorvics 3 Peraon Semrice
Paid H Collact s P ~
t = Each First:Each Addl . .Min.:Firct:En M
: Addl.z 3 : Firatz After = 2 First : After
tMip, s Mim,2 3 = 3 zMm.c 2 _: 3

’Z‘j“ [T ] 1)

{rs

e d

2
Min,

Sy G W8 48 88 AL AN

LL N 3

Renates

IR LI L L B L)

$0.15 $0.05 $0.30 $0.10 $0.05 30.40 $0.10 30.05
Hemot~San Jacinto 0.20 0.05 0.30 0.10 0.05 0.45 0.15 0.05
AdQ the followizg Spocial Comdition:
Message toll telephone service between points on the linec of this

Compony and points reached over the lines of the comecting companies is
furnished at the through rates quoted by the commecting companies.
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Inereases 4n instoll&tion chorges and monthly rates shown'mdor Rate 3.
Installation charge, and Rate 4, Battory and Ringing Supply Rates az set forth
on Foge 26 of Exhibit A attached 4o “he third azendoment to Application

No. 30685 are outhorfized. Increase in stetion rate to $1.60 per month is
auvhorized.

2ehadulag Nos, G2, Gf. O
+n Tdma S on

Increases in installation charges as set foth on Page 26 of Exhibit A
attached to the third amendment to Application No. 30685 are authorized.

Sgbﬁ.dv;]a No, K1
Spacial Agzemblins of Bandpmant

Telophone Answering Service Equipmen?
Recorder-Connector Zouipment

Pire Dopartmont Conference Dispatehing Squipment
Miscollaneous Equipment

Increases in instellation cherges snd monthly rates set forth on Pages 27
and 28 of Exhibit A attached to the third amendment to Application No. 38685
axre suthorizod except +hat mo increasss or changes are suthorized in the
nileago retes for tolephone snzvering servico and the menthly rate for telephono
answering service = PEL hand-set station 15 incressed to %1.60.
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APPENDIX B
Page 1 of 2

LIST OF APPEARANCES

For Applicant:
Bacigalupi, Elkus & Salinger, by Claude N. Rosenberg
and William G. Fleckles; Peter A. Nenzel.

Respondent to Motion by Applicant:

The Pacific Telephone and Telegraph Company, by
Franeis N, Marshall. '

Protestants:

Pacoima Civie Assoclation, by Mrs. James H. Roberts;
Girl Scouts, Pacoima Neighborhood, by Mrs. Mary L.

B ; Coordinated Council, Panorama City, by .
Williawm P. Bear; Mrs. Jill R. Housinger, H. J. Rodrick,
Mrs. Arnoid M. Swanson, Helen veisberger, Sheldon H.
Walter, lnez H. Allerdice, Zetty Egan, 1in propr:.'a
personac.

Interested Parties:

City of Los Angeles, Department of Public Utilities
and Transportation, by Roger Armebergh, Alan G.
Compbell, Robert W. Russell and Manuel Kroman;
CaIEEornia independent relephone¢ Association, by

Neal C. Hasbrook; Califormia Farm Bureau Fedexation, by
Joseph Q. Joynt and Bert Buzzini; City of San Fernando,
by Neville R. Lewis and John J. Varni; Chamber of
Commexce, Panorama City, Dy Robert E. Driscoll; IWCA,
San Fernmando Center, by Jean Norins; San rernando
Coordinating Council, by Mrs. Sara Newman; Clifford
Babin, in propria persona.

Commicsion Staff:

Mary Moran Pajalich, John F. Donovan and Marshall
Kimball.

LIST OF WITNESSES

Evidence was prescuted on behalf of applicant by:

Arthur D, Scripture (wage expemse, stations, results of operation);
Peter A. Nenzel (budget, results of operation, balance sheet):
James Nayloxr (present and proposed rates); Alfred L. Burke’ (cap-
italization, financing problems, stock price and earnings).

Evidence was presented on behalf of protestants and interested
parties by:

Mrs. Jill R, Housinger; Clifford Babin; Robert E. Driscoll;

Helen Wedsberger; Mrs. Arnold N. Swanson; Williax P, Beax;

Sheldon Walter; Mary H. Sommer; Mrs. Mildred Greeme; Mrs. John Sturm;
Mrs. William Magginetti; Mrs. William F. Eagan; Mrs. Inez H.
Allerdice; Robert J. Wilcox; Mrs. Dorothy Bell; Mrs. Jawes H.
Roberts; Dorothy Johnsom; Mrs. Donald Hart; Mrs. Mary L. Berry;
Exrnest Finkelstein; Jeen Norins.
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(List of Witnmesses Contd):

Evidence was presented on behalf of the Commission staff by:

Paul Popence, Jr. (expenses, taxes, plant, resexrve, rate base
and summary of earmings); A. Altert Ehxrman (Balance sheet, income
and earnings, and clearing accounts); Melvin E. Mezek (revenues);
Loxen W. East (mezintenmance, commercial and general operating

expenses) .




