Qv
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b
BEFORE THE PUBLIC UTILITIES COMMISSION QF THE STATE OF CALIFORNIA

In the Matter of tho Application of
CALIFORNIA INTERSTATE TELEPHOUE COMPANY,
a corporation, for authority to increase
certain charges for telephone service in
lts service territory.

Application Mo. LLOTO
(Amended)

L N N )

games H., Xrieser, of Best, Bect and Krieger,
for applicant. :

J. J. Deuel and Ralenh Hubbard, California Farm
Bureou federation, interected narty.

Cyrll M. Sarovan, for the Public TUtilities
Commission staff.

OPINION

A public hearing was held in this matter before

Examiner Grant E. Syphers In Victorville on October 1, 1959, en

which dato evidence was adduced and the matter submitted, subject
to the filing of late-filed exhibits. Theso now have been filed
ancé the matter is ready for docision.

The applicant herein provoses to increase certain
scrvice comnection charges, move and change charges, and certain
other chargos. Thesc charges arc contalned in the following list
of tarliff schedulos which arc proposed to be revised.

Schedule Cal. P.U.C.
No. Desceription Shoct No.

A-6 Manual Privatc Branch Exchange
Scervice 2205-T

A-7 Avtomatic Private Branch Exchange
Sexviee 2208-T

Supplemental Equipment Service 2157-T, 2026-T
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Schedule Cal. P.U.C.
No. Deseription Shoet No.

A-15 Supplomental Equipment Scrvice
Automatic Answering and Recording
Zquipment 2021-T
Move and Change Chargos 1909-T, 1537-T
Service Conncetion Charsmes 1910-T, 1539-T

The specifie revisions are scet out in Exhibit ¢ attached
to the application. Applicant docs not proposc incrcasecs in any
monthly exchange rates or toll rates.

The epplicant company 1s an independent tcelephone
company opcrating as 2 publlic utility in providing the public with
telephone and telegraph scrvice in portions of the Countics of
Dovglas, Lyon, Mincral and Esmerclda in the State of Wevada, and
in the Countics of Alpinc, Mono, Kern, Inyo and San Bernardino
in the State of California. As of March 31, 1959 it had 23 tole-
phone cxchanges, operated o total of 27 central offices, and
provided scervice to 21,453 tolophoncs.

lestineny prcesented at the hearing shows that the
prcsent rates, for which changes arc herein proposcd, were
¢stoblished in 1953. Since that time wage and material costs
have substontiolly inercased. For cxample, the evidence shows
that the wages of telophone installers have inercased by 27%
during this porlod. It was also testificd that the proposcd
charges arc comparable to similar charges of other companics suceh
as General Tclephone Compony of Californicz, and the California

Water cnd Telephone Company.
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The cffects of thesc chonges are sct out in Exhibit F

attached to the application and Exhibits Nos. 2 ond 3, which

supplement that cxhibit,

results of operation are shown:

FOR THE YEAR ENDING MARCH 31, 1959

ltem

Opcraving Revenuos:
Locol service revenues
Toll scrviece rcvenucs
Miscellancous revenucs
Less = Uncollcetible revenues
Total opcerating revenues

Operating Ixpensos:
Maintenance
Depreciation
Traffic
Cormerelal
General O0ffice
Cther oporating cxpenscs

Total

Opcrating Taxes:
Federal taxes on income
Other fedeoral taxes
City, county and state oxpenses
Total operating cxpenscs

Net Revenue

Weighted Average Depre-
ciated Rate Base

Rate of Return %

Preosent Rotes

FProm these exhibits, the followlng

Proposcd Rates

$ 1,361,516
2,693,865
210,215
12,062

P 60:855
10,328
56l.,770
269,3L0
256,134
~178

$ 883,876
$1k, 376,990
6.15

$ 1,394;837
»693,865
110,215
12,062

$ 4,186,055

$ L60,855
610,328

564,770
269,340
256;13L
178,

y ’3 )7
4595730
255773
162,338
$ _899,230
$1h,376,990
.25
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FOR THE ESTIMATED YEAR ENDING MARCH 31, 1960

Item

Operating Revenues:
Local service revenues
Toll service revenues
Miscellaneous revenues
Less - Uncollectible revenues
Total operating revenues

Operating Expenses:
Maintenance
Depreciation
Traffic
Commexrcial

Pregsent Rates

Proposed Rates

$ 1,623,862
3,121,493

119,029
14,334

4,850,000

528,552
745,110
644,753
300,183

$ 1,663,603
3,121,493

179,029
14,384

S &89, 741

528,552
745,110
644,753
300,188

Genexral office 297,940 297,940
91,980 191,980

Other operating expenses 1
Total T 2,708,523 T 2,708,523

Operating Taxes:
Fedexal taxes on income 494,018 513,857
Other federal taxes 28,520 532’2%8

City, counzy and state taxes 590,890
Total operating expenses TIEZLOST 33843380

$ 1,046,361

Net Revenue $ 1,028,049

Weighted Average Depre-
clated Rate Pase $17,646,000 $17,646,000

Rate of Returm 7 5.83 5.93

It should be noted that the foregoing flgures are based
upon the use of straight-line tax depreciation and do not reflect the
use of accelerated depreciation for income tax purposes, as permitted
under Section 167 of the Intermal Revenue Code of 1954,

It also should be noted that this applicant is using
accelerated depreciation in the payment of its income tax. 'However,
we call attention to the fact that this Commission is now msking a
general inquiry into the use of accelerated depreciation in pending
Case No. 6148. Until such case is decided, the applicant shall
advise the Commission as to its selection regarding accelerated

depreciation by January 1 of each year.
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Exhibit No. 3 shows the estimated results of the use of
accelerated depreciation under the so-called interest credit method
and the so-called flow-through method. Under either of these methods
the tax expense for rate-msking purposes of the applicant would be
less than by using the straight~line method of tax depreciation,
accounting and, accordingly, the rate of return would be greater.

The following table discloses these differences:
Straight Line Accelerated Depreciation
Item Depreciation InmmT'Lﬂ?ﬂEEo@
Year Ending March 31, 1959
Present Rates 6.15% 6.267 6.847%
Proposed Rates 6.25% 6.37% 6.947
Year Ending March 31, 1960

Present Rates 5.83% 5.967% 6.55%
Pxoposed Rates 3.93% 6.067 6.657%

For the purposes of this decision only, pending final

decision by this Commission on the treatment to be accorded acceler-

ated depreciation for rate-making purposes, the tax expemse for rate-

naking purposes herein will be determined on the basis of interest
credit method with accelerated depreclation.

Late-filed Exhibit No. 4 is a separation study which shows
the rate of return being carmed on the various facilities. It should
be noted that a returm of 4,447 is being eafned by applicant omn its
investment in exchange facilities.

The Comuission has carefully weighed all of the evidence
of record in this proceeding and hereby finds that the rates of
return under the proposed rates using the interest credit method are

within the zone of reasomableness; that the proposed increases in
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charges authorized herein are justified; and that present rates and
. - cherges, in so far as they differ from those herein prescribed, for

the future are unjust and unreasonable.

The California Interstate Telephone Company, a California
corporation, having applied to this Commission for an order author-
izing increases in charges for telephone service, public hearing
having been held, the matter having been submitted, and the Commission
being duly advised in the premises,

IT IS ORDERED that applicant is authorized to file in
quadruplicate with the Commission, on or after the effective date
of this oxder, and in conformity with the provisions of General
Order No. 96, revised tariff schedules with rates, chaxges and con-
ditions modified as set forth inm Exhibit C attached to the First
Amended Application No., 41070 and, oo not less than five days' notice
to the public and to this Commission, to make said revised tariffs
effective for all service rendered ov and after January 1, 1960.

IT IS FURTHER ORDERED that applicant shall advise this
Commission as to its selection regarding the use of accelerated
depreciation for income tax purposes by January 15 of each year with
fegard to the income tax payments method i1t will use for that year.

The effective date of this order shall be twenty days
after the date hereof.

Dated at San Francisco » California, this _/_Z é-g

day of 7232ﬂ\~€4mm//ﬁ,/
N— CD%‘QL@D\—:QM&_

“Presi dent,

Commissioners

H. Jemner
Cozmicsioner, noodore H. Je

nasessarily absent, did vo4 participate
in theo dispocition of thls procceding.




