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Decision No. 76178 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE· OF CAl.IFORNIA 

In the Matter of the Application of ) 
REDWOOD RADIOTELEPHONE CORPORAXION ) 
and REDWOOD RADIOTELEPHONE ) 
CORPORAIION-MARlN for Autho=ity to- ) 
Increase Rates and Charges for Two- ) 
Way Mobile Service and One-Way ) 
Paging and Signalling Serviee. ) 

) 

Application No. S0852 
(Filed Janus::y 31. 1969) 

Berol. Lough~an & Geernaert, by Bruce R .. 
Geernae~ and Frank Loughre.n. l:or 
applican:s. 

Janice E. Kerr'. Counsel ~ for the Co:m:1~ssion 
staff. 

OPINION 
-~,..- ... -- .... 

By this application Redwood Radiotelephone Corpor~tion and 

Redwood Radiotelephone Corporation-Marin jointly seek author~ty to 

increase rates end charges for two-way mobile ser\·ice and one-Aey 

paging end signalling service. The two utilities heve common owner

ship. officers and personnel .. 

After due notice. public hearings in the matter were held 

before Examiner Emerson on April 21, April 28;, July 15 and Jt:.ly 16~ 

1969 at San Francisco. The matter was submitted upon the filing of 

Exhibit No.8, on July 25, 1969 and is now ready for deCision. 

Applicants provide tMo-ws.y mobile service end paging se:rv1.ce ~ 

via radio, in the San Francisco-East Bay, Marin County 81'ld Sonoa:a 

County areas, with me!';.s.age c:en:e::-s in Oaklanc!. San Refa.el, Richmond 

and Santa Rosa. Access from San Franeisco ~ the Oakland &'1.d zo 

San Rafael ~essege ceneers are by means of fore~gc-exchsnge eelepr~n~ 

l~nes of The Paeifie Telephone and Telegraph Company_ A?p~ieents 
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have radio transmitters in or nea-r San Rafael, Santa Rosa, Richmond 

and Oakland. Installation, ::-emoval, maintenance and othel:' equipment 

service is performed for applicants by service shops in San Rafael, 

San Francisco, Santa Rosa, Oakland. and El Cerrit0:t such sr..ops being 

under contract to applicants. The message centers consist of non

affiliated telephone answer!ng bureaus ~dcr contract with applicants 

for dispatching and operators T services. In 1965app11c~ts served 

approx1mately 165 subscribers who used 161 ~No-~ay mobile transceivers 

and 85 paging receivers. 

Applicants allege 1ntheir application that their combined 

operations produced en actual operating loss of $49,833 during ~he 

year 1967. They also allege 1:ha~ based on accounting records for 

such year, under present service rates> the loss would total $55,043. 

The rate increases which they propose would increase year~y revenue 

from $53,000 at present to $72,000. They represent thet they would 

still have a comb~ned annual loss of $40,291, based on their co.cb1ned 

operating statement for 1967, even if their p::-oposed increases i~ 

rates were authOrized. 

The baSic accounting records of applieents are mainzained 

by an employee who acts as bookkeeper, office ~~er and secretery 

to the president and are kept in the general office of the compa.~es. 

A fim. of independent public acco'l.nltants is retained for other 

accounting services, including the preparetion of income t~ re1:u'rnS. 

General accounting records are kept on a cash~ ~ether than sn acc~~) 

bas~s. In this proceeding appl~eer.tsT evidence was presented thro~zh 

two accountants from the accotmt1ng £1:m, by eppl1cen-clZ T boolt'.!.t;eep~ 

anc: by .Q.ppl~ca:l.~s T presicicnt.. The doe'Qrl~5 p::-c$ented by epp11Ca:lts 

consisted of 4 eY~ib~~s attached to their applic~t1on, 4 exhibits 

-2-



A. 50852 Mjo 

presented by the accounting fi%m, 2 exhibits presented by their 

bookkeeper and one late-filed exhibit. Of these doC\lClents) those 

prepared by the accounting firm consisted of "pro-foxma" schec1ules 

pertaining to combined operations of the applicants for the years 

1967 and 1968. In each instance these doet:ments were prefaced by 

statements to the effect that the historical data on which they were 

based were not examinec1 in accordance ~th generelly eccepted audit

ing standards and, further, with respect to the dOC1Jments pertaining 

to future projections, their accuracy was not vouched for and the 

accounting firm would take no responsibility therefor. Cross

examination respecting these documents revealed an overstatement 

(an error) of $10,000 pertaining to sela=ies .and wages as set forth 

in the "pro-formaff statements prepared by this firm and numerous 

instances wherein the chief accounting witness was woefully uninfor.me~ 

respecting details of the items contained in his exhibits. The ex

hibits presented by applicants T bookkeeper, on the other hand, proved 

to be accurate, prepared in detail and supporeed by a well-ir£or.med 

witness •. For reasons which escape us, this witness T s exhibit per.:s.in

ing to 1968'operations, and which clearly sets forth revenue requir~

ments, was not placed in evidence by applicants' counsel. The l.a~c

filed exhibit, filed at the direction of the Examiner, shows thet t~c 

eccounting firm has billed the applicants $6~lOO for the services 

perfomed in connection with this rate proceeding. In the light of 

applicants T precarious financial coneition, hereinafter illustrated, 

we question the wi~ of undert~~ng expenses of this megn1tu4e-

As is c~~tomary in rate increase p~occedings~ the accounting 

and engineering staffs of ~he Commission undertook a joint study of 

applicants T operations .and pX'esented~ through two witnesses, en 
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exhibit showing their determinations as to the operations end earn1ng~ 

of the applicants for the year 1968. A brief summary of the earnings 

positions of applic3nts, ur~er present and proposed rates, 8S deter

mined by the staff, is as follows: 

AT PRESENT RATES 

Revenues 
Operating Expenses 
Depreciation Expense 
Taxes .' 
Net Revenue (Loss) 

AT. PROPOSED RATES 

Revenues 
Operating Expenses 
Depreciation Expense 
Taxes 
Net Revenue (Loss) 

Summary of Operations 
Year 1968 

$ 82,948 
135,902 

3,074 
4~248 

(60,276) 

$107,971 
135,902 

3,074 
4,248 

(35,253) 

The evidence 1s clear, as the foregoing tabulation 

illustrates, that applicants are operating at a substsntial loss sed, 

absent a sizable increase in the number of patrons, would con:in~ 

to do so even with the increased rates which it s~ek:;. The conclusion 

is ine~capable that ~pplicants are in need of increased revenues if 

they are to survive. 

Applicants have been offering radiotelephone utility ser~ces 

since December 1964.. In each year si'OCe, they ~ve been operating at 

a loss.. Their president and sole stockholder, who has th:ough person

al funds carried these losses, anticipated Chet such would be the 

case and testified that when looking to the future he can cO'!ltitUJc eo 

sustain operating losses for ano:h~r f1~e years. In mid-jear 1966 e 

radiotelephone system in Oakland (kno~ as :he Watson systeo) ~C3 

purchased and the operatiol:S merged with those of applicants. When 
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taken over, this system was "making a small profit ($5 .. 000 per year .. 
, ' 

according to applicants"president) but this port1~~,of applicants' 

system is also now operating at a loss. 
, , 

In this proceeding the staff made a. nunbe%' of helpful 
, , ' 

suggestions which if adopted .. we believe,would tend to increase 

revenues and decrease expenses'. Not only were these suggeseions ill 

received by applicants but cross-examination obviously sought to 

discredit the staff Witnesses by an attempt to show these valuable 
•• , . I ,. 

suggestions as worthless ancl unworkable. Applicants objected not 

only to expel:1ment1ng 'With staff suggestions but also to making a 

study of what might be involved in implementing them. This negative 

attitude did little to assist'the ~issior.~ 1n reaching an early 
decision. 

We are constrained to point out 'that applicants' services 

have not yet become pUblie necessities but, Tather are elemenes of 
.. 

convenience. Applicants Operate under certificates issued by eh1s 

Commission 'Which, on behalf of the people of this State, have extended 

to them the privilege' of serving the public and, the opportunity to 

make a reasonable return on their investment. No guarantee of profit 

has been extended to them, nor can it be under the law. Neither can 

they be forced to operate at a loss. No present user need go without 
-, 

service, for there are' other entities ready to supply it .. ,as the 

test~ony of applicants' president respecting "competition" makes 
clear. 

" 

Applicants' rate re~st will be granted but applicants 

are placed on notice that such rates appear to be sll that the 

traffic can reasonably bear and that no furtber increase in rates 
should be expected. 
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In view of the evidence, the Commission makes the following 

findings: 

1. After due notice~ public hearings have been held in this 

matter ~ evidence has been sdduced and the matter stands submitted. 

2. Under existing rates for their ~ces ~ applicants f 

operations during 1968 produced a net revenue loss of $60~276. 

3. Under applicants f proposed rates ~ the net revenue loss 

in 1968 would have been $35,253. 

4. Increases in rates so as to produce the gross revenues 

sought by applicants for the test year 1968 are justified by ~he 

record herein. 

The Commission concludes: 

1. The application herein should be granted. 

2. The i'UCreases in rates end charges authorized herein are 

justified. 

3. Insofar as existing rates differ from. those herein author

ized, such existing rates are for the future unjust and unreasonable. 

ORDER ----..- ..... 

IT IS ORDERED that applicants herein are authorized to file 

with this CommiSSion, on or after the effective date of this order a:lC. 

in confomance with the provisions of General Order No. 96-A, tariffs 

revised to reflect therein the rates and charges set forth in the 

"schedule of proposed retes~ attached to the ~pp11e~t10n herein and, 
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on·not less than five days' notice to the public and to this Commis

sion, to make said revised tariffs effective for service rendered on 

and after October 10" 1969. 

The effective date of this order shall be ten days after 

the date hereof. 

Dated a1: ___ San __ Fr:m __ ci::!_:5C_O ____ , California, this 16 fj~ 
day of __ ..;;,S,;:;.E;".,.PT.;..::E..:.;j/~IB.E,I,Io"R ____ , 1969. 

~dd an,. 
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