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Decision No. ,59765 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE StATE OF CALIFORNIA 

In the Matter of the Ap?lication of ) 
COACHELLA VALLEY TEUPHONE COMPANY, ) 
::. Cl1ifornia corporAtion, for .'i!.uthor- ) 
~ty to increas~ rates ~d charges for ) 
~chaDge telephone service in ~ll of ) 
,~ts excha!)ges. ) 

---------------------------) 

Applic~eion No. 41263 

List of Appearances 'attached hereto as Appendix A. 

IN'I'ERlM OPINION 

Coachella Valle7 Telephone Com?~ny, a corporation, by the 

above-e~titled application, filed June 29, 1959, secl~$ authority to 

increase its rates and c~arges for exChange telephone service in its 

Coachella, Eagle Mountain, Indio, La Quinta, Mecca, Oasis, Palm. 

Dr...;ert;. Thermal, and Thousand Pa.lms excha:oges in Riverside COu:oty, 

and Desert Shores and Salton City exchanges in ~perial COUD~J, by 

a gross annual am.o=t of approXimately $194,000 over the estimated' 

gross revenues for the year 19'59 which would be produced at the 

present rates. The proposed increase in exchange service rates 

amounts to ao approximated 17 percene increase iD total cstimate~ 

~nual operating revenues, including toll service aDd other service 

revenues. 

Public bearings were held before Ex~ner Stewart c. 
Warner on September 1, 2, and 3, 1959, and before Commissioner Peter 

E. Mitchell and Examiner Warner on November 4, 5, and 6, IQ,S9, .aDd 

before Examiner Wa.rner on December 29, 1959, at: Indio. M.any sub­

scribe~s aDd represeneatives of civic organizations protested the 
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granting of the application verbally and by letter to the Commission. 

Principal protests were based on complaints of poor service includ­

ing busy trunk signals, line interference, unsatisfactory 1nctalla­

tion and repair of equipment, poor number cbange and intercept, 

party interference, failure to meet service requirements, delay in 

upgrading of service, incorrect billing, cross~talk, and poor recep­

tion. At the November 6, 1959 hearing, the applicant was directed 

by ~e presiding' Commissioner to submit as Exhibit No. 18 a report 

on its plans for the improvement of service for the years 1959 

thro\,1gh 1961 to eliminate the service conditions complained of. At 

the hearing of December 29, 1959, the applicant submitted as Exhibit 

No. 25 its estimated. surntoary of earnings for the yeu 1960" 1nclud­

in.g the effect on such earnings at the present and p:roposed rates of 

the cost of capital improvements for said year as outlined in Ex­

hibit No. 18, supra. 

A Commission staff engineering witness submitted as Ex­

hibit No. 30 a statement of rebuttal to Exhibit No. 18, pointing out 

deficiencies eberein and submitting recommendations further with 

respect thereto. A Comml.ssion staff accounting witness submitted as 

Exhibit No. 31 a supplemental financial report setting fort'.h appli­

cant's plans for interim financing, its capie31 requirements for 

196O, applicant's proposed permanent finanCing, the requisites for 

public sale of applic~t's common stock, dividend policy and re­

quirements, a summary of earnings for the calendar year 1960 esti-
.. 

mated at present and proposed rates based on the applicant's showing 

for said year, applicant's capital structure, its financial require­

ments, and conclusions with respect to app11cant f s present condition 

and outlook. 
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At the December 29, 1959 hearing, the applic3Dt requested 

interim relief pending a final decision of the COmmission aDd said 

request wa~ then submitted for decisioD. The matter was cODtiDued 

to a date to be set for the staff to c?:'oss-exa.mine as to applicant's 

Exhibits Nos. 25, 26, 27, 28, and 29. Each of these exhibits was 

submitted a:nd reee:I.ved at said hearil'lg Sl)d deals with a projeetion 

of applicant's e~il'lgs and financial requiremeots at present and 

\ proposed rates into the years 1960 and 1961, based on its service 

improvement program submitted in Exb.1bit No. 18. !his program was 

adopted as applicant's official budget for the years 1960 aDd 1961 at 

a regular meetiDg of applicant's Board of Directors on November 24, 
,.. . . ' 

1959. " 

General Information 

The .a.Pl,liea:ot furnishes telephone service in the afore­

mentioned locations in Coachella Valley and as of June 30, 1959, 

9,143 stations, iDcluding 65 company business phones, were in service. 

Since 1951, app1ic~t's telephone utili~ plant had increased from 

$860,000 to $2,804,000 by the etld of 1958. Operating revenues had 

inereased from $250,000 to $944 1 000, and stations had iDcreased 

from 4,446 to 8,944 duritlg the same period. A 10 percent iDcrease 

in stations and revetlues, per year, over the n~t five years was. 

estimated as likely to occur, which said estimate may be conservative. 

Ibe record shows that this desert resort and agricultural area of 

Riverside Coooty has grow very rapidly, and the indications are t:hat 

such growth will Dot only be maiDtained but rrw.y also be accelerated ~ 
'- _T' 

with the Cotlstruetion of additional large resort hotels, motels, 

desert apartments, golf and country clubs, private desert homes, and . 

commercial service establishments. 
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The record shows that the rapid growth of the area bas 

strained applicant's facilities and that such strain has, for the 

most part, resulted in poor service. Nearly all subscribers and 

their representatives ~,ho appeared at tho h~r:t%'lg testified tha.t were 

tclephot,e scrviccprovidcd arId maiOtal.DOd at good stCU'ldards they 

would Dot object to the grantiDg of the applicatioD. 

Rates 

Applicant's present basic exchange service 'rates were 

authorized by Decision No. 46662, dated January 22, 1952, in Appli­

cation No_ 32600. 

'!he following tabulation compares the present flat rates 

f~r business base rate area, business extend~d service area, resi­

dence base rate area, and residence extended service area exchange 

service with the rates proposed 'in the applica~ion for such serviees: 

Class and Grade 
of Service: 

Flat Rate Exchange Service 
Business Base Ra.te Area. 

1 - Farty 
2 • Party 
4 - Party 
Extension 

Business Extenoed Service Area 
1 - Party 
2 - Party 
4 - Party 
Extension 

Residence Base Rate Area 
1 - Party 
2 - Partv 
4 - PartV 
Extensio~ 

Residence Extended Service Area 
1 - Party 
2 - Party 
4 - Part..,. 
Extension 
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Rates AAr Month 
Present Proposed 

$ 6.50 
5.25 
4.75 
1.50· 

10.05· 
8.2S 
6.95 
1.50 

4 .. 00 
3.50 
3.00 
1.25' 

4.85· 
4.10. 
3.30 
1.25 

$ 12.50 
9.80 
7.25· 
1.50 . 

16·.05 
12 .. 80 

9:.45" 
1.50 

5.60' 
4 .. 60 
4.00' 
1 .. 25 

6.45 
5 .. 20 
4.30 . 
1.2:5 
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Earnings 

Exhibit No. ~, submitted by applicant's accounting witness, 

is a $'~y of earnings from ~otal operations for the year 1957 

recorded and adjus~ed, for the year 1958 recorded, and the estimated 

year 1959 at present and proposed rates. Exhibit No. 16-A, submitted 

by staff engineering witnesses is a revised report on applicant's 

opera~ions for the years 1957 recorded, 1958 recorded and adjusted, 
,. " 

and the year 1959 estimated at present and proposed rates., Exhibit 

No. 25, submitted by applicant's witness, is a summary of earnings 

for the year 1960 based on applicant's ,budgeted capital ~provement 

program set forth in Exhibit No. 18. The earnings data con-

tained in Exhibits Nos. 8 7 16-A and 25 are summarized and compared 

in the follcwingtabulation. 

Item 

S~ 2!: EARNINGS 

:_-::-_-:--==-:Y_e_ar;...::1~95r..,j9_E::.;S:.:;t~.im;a;~-,t;.;;,e,;:.d ~ ____ : Year 1960 Est f d. : 
: ?resent Rates : Propo~ed Rates : Present : ProPOSOd.: 
: Per Co. : Per F.U.C .. : Per Co. : Per P.U.C.: Ratos '! RAtes : 
: ?X, S; : Ex. 1M: Ex. S . Ex. 1M :-Per ~o" Ex. i5-~ 

•. " 

Oper .. Revenue $l,J2l;,'OO $1,110",'0:'$ $1,.326,200 $l,.30J,21S $1,,401,,824 2,615'1763 

Oper .. Expense 
Depreciation 
Taxes 

Subtotal 

603,100 

The record shows tha.t the applicant bas been computing de­

preciation for income tax deduceion purposes for the years 1954 

through 1958 using shorter lives for certain of its items of depre­

ciable capital and that such computations have resulted in a total 

-5-



A. 41263 GH* 

tax deduction of $179,571.33 over the said period. Howevcr~ in th~ 

preceding tabulation the applicant has computed depreciation for 

income tax purposes on the straight-line basis b'.tt the staff computed 

it on the "taxes AS paid" basis. 

In the above tabulation differences between the estimates 

of operating expc~SOG, depreciation, taxes end rate base sUbm1t:ed 

by the applicant and the staff are evident, the staff hav1tJg normal­

ized operating expenses for nonrecurring items of'expense and having 

utilized procedures for the determination of rate bas~ in line ~th 

practices heretofore getJorally adopted by the CommiSSion. 

Er~ibit No. 18 shows that for the year 1959' the applicant 

will have added net telephone plant in service amounting to $153,738 

to improve service; i'C 1960, $290~569'; a:ld in 1961, $272,442; for .a. 

total of $716,749. In addition thercto~ the appl1carlt will Mve 

added, in 1959, $740,902, in 1960, $1,054,421, arld in 1961 $559,058; 

for a total of $2,354,3S1 for regraditJg, trunking and 'Cew services. 

The total budget for net telephone plant in service additions for 

the three-year period is $3,071,130, of which the total of $1,344,990 

is budgeeed for the year 1960 aDd is reflected in ~~e estimated 

rate base shown in Exhibit No. 25 and as shoWD iD the preceding 

tabula.tion. 

Staff Recommendations 

Chapter 10 of Exhibit No. 16 contaiDS 17 detailed recom­

me'CdatioDs of the staff for the remedying and elimination of service 

complaints submitted by sUbscribers at the hearings of September 1, 

2 and 3, 1959. Said Chapter also contains II detailed recommenda­

tions by the staff regarding the filing of bimonthly reports on 
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service improv~ent projects, giving cost effects and the dates for 

starting and completion of such projects to ~llev1ate service com­

plaints aDd to maintain adequate telephone service. Said Chapter 

further contains 4 maj or recO!!JXnendat:f.ons by the staff that m1X'Jimum 

standard of serviee of anSTh'ering time, of d:i.al service requirements, 

of maintenllnce of pla.nt &rld equipment, and of service inte:r:ruptiOtlS 

be maintained by the applicant. 

In Exhibit No. 18: and th:t"ough testimony of its preSident, 

the applicaDt indicated that a number of the staff recommendations 

were already being carried out or followed by the applicant, that 

some staff recommendations would be incorporated in present pro­

cedures,. and that some new studies,. which the applicant felt woulCl~ 

be beneficial in :tmprovitlg the service to the subscribers, would be 
made .. 

. 
Exhibit No. 30 sets forth in detail, a specific discussion 

of every omission, qualification, or addition found in Exhibit No. 18 

as it rela.tes to Chapter 10 of Exl:'.ibi t No. 16. 

Financing of Service ~provemeDt 
Capital Additions' Program -A financial expert witness of the applicant testified that 

in order to finance the service improvement capital addit.ionsf pro­

gr~ set forth in Exhibit No. 18, the applicant would be required, 

and before the end of 1960, planned to avail itself of a recently 

tlegotia.eed. l:i.ne of credit with a baDk amoUDtiXlg to $1 million and 

to draw down $500,000 OD its mortg3ge to refinance, in part, such 

short term credit, and to issue and sell, before the end of 1961, 

$1 million of its common stock, $500,000 of which would be used to 
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fuxthex refinance the short term bank credit. This witness testified 

that in his opinion the applicant would be required to pay a $1.00 

annual dividend on its· $20 par value common stock, or 5 percent,. in 

order to sell it at a public offering due in part to applicant's 

pr~sent f~naneial condition as set forth on the record and due, .~so, 

to its lack of a sustained common stock earnings' record. Exhibit 

No. 26, submitted by applicant's accounting witness, is a calculation 

of est~ted revenue requirements of service improvements for the 

year 1960 to produce a rate of return of 7.05 percent as requested 

in the ins tant application. Said exhibit shows that estixnated local 

service revenue at the proposed rates for the year 1960 would be 

$846:r000; that the local service revenue requirement to produce said 

re.te of return would be $967,648; and that the estimated revenue 

requireme~ts of service improvements therefor would be $121,048. 

This means, according to this witne~s 's testimony, ~8.t lJ.tilizing 

the applicant's estimated revenues, expenses and ra.te bese for th~ 

yea 1960, the :oates". proposed in the instant application would be : 

e.eficient by the last said amount to produce the rate of re1:Urn 

requeseed. As no~ed hereinbefore, Exhibit No. 31 1s a 

supplemental financial report on the applicant submitted by a staff 

accounting witness which sets forth the applicant's financial re­

quirements on interim and pe:rmanent bases to complete the proposed: 

construetionprogram set forth in Exhibit No·. l8·. 

~nd1ngs and Conelusions 

From a. review of the record it is evident, and the Con::mis­

sion.finds as a fact and coneludes:r that the rate of return for the 

years 1959 and 1960 estimated which would be produced by the 
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operating revenues at the present rates is deficient and the appli­

cant is in need of fitlancia1 relief. It is further found as a fact 

aDd co~cluded that the public interest requires that the 4pplica~t 

be directed to improve its telephoDe service as a condition to the 

authorizat1o~ to place into effect any increase in exchange tele­

phone service rates. It is clearly demonstrated OD the record ~t 

in order to bring the applicant's telephone service up, to minimum 

sta.Ddards of operatioD, the applicant must have expended >approxi­

matel)" $3, m:f.11ioD duriDg the years 1959, 1960 and 1961 on capita.l 

improvenletlts. 

Without pasSiDg with finality on the accuracy of the appli­

c~t's showing for the year 1960 estimated as set forth in Exhibit 

No. 25, it is apparent, however, that the rate of return of 5.8 

percent shown therein which would be produced by the rates proposed 

in the application is not excessive and that said proposed rates are 

just and reasonable on an itlterim basiS for this proceeding pending 

final determdtlat1o~ thereof. Upon such fi~al determination the iDter­

im rates, authorized hereinafter to be filed, may be adjusted dow­

ward or may be made permanent dependi~g upon the facts regardieg 

a.pplicant's earnings under the said iDterim rates as they may be 

developed on the record in a subsequeDt hearing or heari'Dgs. 

The Commission further finds as a fact that the increases 

i'O ra.tes S%)d charges authorized herei~ are justified, and that 

present rates, insofar as they differ from· those herein prescribed, 

will, for the future, be UDjust aDd unreasonable. 

It is further fotmd as a fact and concluded that the public 

interest requires that the applicant be directed to carry out and 

place i1) effect, 8.1')d perioclica1ly report its progress with respect 

thereto, the staff recommendations contained in Chapter 10 of Exhibit 

No. 16 &rlQ in Exhibit No. 30, aDd the order hereinafter will 80 

provide •. 
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Fa! lure on the part of applicant to carry out and place in 
, 

effeet the staff reeocmendatioos or aDy ·rieglect or unreasonable delay 

in the applicant's pursuing and completing its service improvement 

capital additions' program io the years 1960 and 1961 would constitute 

grounds for the Commission's conSidering· the reduction of the appl1-

cant r S telephone exchange service rates as· may be appropriate. 

INTER!M ORDER 

Application as above entitled havl,'Dg been filed, public 

hearings having been hel~, a request for interim ra.te relief havi%lg 

been submitted, and based on the record in the proceedings ana the 

findings and conclusions with respect thereto as hereinbefore set 

forth, 

II IS HEREBY ORDERED as follows: 

1.(a)That the application of Coachella Valley Telephone Company, 

a corporation~ for authority to increase its rates for exebaDge tele­

phone service be and it is graxzted, and that Coachella Valley Telepho1'le 

Company be 8.Xld it is authorized to file 1'0 quadruplicate with the 

Commission on or after the effective date of this order and in coo­

forma.tlce 'With the prOvisions of General Order No. 96, the tariff 

schedules for exch~ge telephone service w1 th rates., charges and 

conditions as set forth in Exhibit E attached t~ the application, 

and on not less than four days' notice to the public ,and to this 

CommissioD to make said tariffs effective for all service fw:1l:i.shed.. 

on and after April 1, 1960. 

(b) That the authority to increase rates hereinbefore granted 

be and it is conditioned upon the applicant's 'Dot neglecting or un­

reasonably dela.ying the pursui'Og aDd completi'Dg of its service im­

provement capital additions' program as outlined in the opinion 

herein. 
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2. That apPUc&Ilt ahall improve sex:vice fac:f.l1t1ea ud oper .. 

at:lot)s; shall mait)ta:in 8tarJdards of service; and .hall further :f.rrvee­

tigate cd study service def:f.c:f.enc:f.ea 41ld provide the Coam:f.S,:10D with 

monthly operating reports pursuant to the aWf recoamendat1ons COD­

tained in Chapter 10 of Exhibit No. 16 and in Exhibit No. 30 as aaid 

Exhibi t is related to Exb1.bi t No. 18-. Such periodic reports are to 

start April 1, 1960 and four cop:lea shall be filed by the 15th day of 

each month with the Coam18.1on. 

3. 1'hat applicant 8hall. within six months after the effective 

date of this order, make and submit to the CoamissioD, in writing, 

an exteDded service study of the plant, revenue and expense effects, 

and eomm1.'Dlity of interest between contiguous central office aDd. 

exchange areas, in its 'rhousand Palms al"Jd Indio exeharJges. 

The effective date of th1s order shall be tweDty days after 

the date hereof. 

Dated at ______________ , california, this 

q' A day -_--"'---="""""""'~.w.;,...,._.,..... __ , 1960 .. 



Appcndix·A. 

AppeClra.~ces 

For Applicant: 

··Gibson, Dunn & Crutcher, attorneys, by Raymond 1... Curran, 
and J. C. Newman, president. 

Protestants: 

Harry B. Cann2.t.!, city attorney, for City of Coachella and 
Palm Desert Chamber of C01mIlerce; Henry M. Lennie,. for 
Thousand Palms Chamber of Comm.erec; Hal Ka.w, for Palm 
Desert Chamber of Commerce; Cl ifford W. Hen<:l'erson, for 
Firecliff Lodge, C. W. Henderson Properties, and in 
propria persona; Georsc T. Mitchell, for Indio Thunderbird 
Service and Burger Boy; Rienard B. Kite, for Welcome-Kite 
& Co. and Jean Chisholm; Mrs. Wm. B. Gardner, for Foster­
Gardner, and'~ propria persona; RalRh E. Phillips, for 
Palm Desert Hotel group and Candlewood Lodge; E. V. 
~ampki~, for Lampkin & Parry Business & Tax SerJice. and 
KentJ.eth Gigoux; Mrs. Jay Herod, ~lton A. Hoffman, Pats.x 
'3enfante, Mrs. Ow~n Rudeon, MrS. Q'm. x. Mullen, M:r.s .. 
see2hen seEweitzcr, Miss Lily Heffernan, Mrs. C.-cQarles 
Crocket~, ~rrrram-F. Lester, Mrs. Tom H. Triplet~, ~ 
Gieriich, Elizabe~h Harrelson, Frank B. Lamb, William 
W~r~h, and Margare~ !iQm, in propria personae. 

Inte.rested Parties: 

Neal C. Hasbrook. for California Independent Telephone 
AS$ocia~1O'C.; Justin M. McCarthy .and Gerald J. Geerling§, 
deputy eoun~y counsels, for tEe Countl of Riverside; 
William t. Knecht, attorney, for California Farm Bureau 
Federa:ion; Mrs. Lucille Carnes, manager, for Indio 
Cbamber of Commerce; Robert S. Cox, for La Quinta Ch&nber 
of Commerce; Joyce H. Dewe~, for Dew-All Services, Inc.; 
and Elizabeth R. Price 3ne Tom A. Triplett, in propria 
personae. 

For the Commission Staff: 

Hector Anninos, counsel. 


