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~EFORE tHE ?U!t.IC unLInEs COMmSSIOr:: OF nIt S'rA:tEor "'CAl'..tI'OImIA . 

In the ~ttcr of the Application of 
THE- PACIFIC ttt.C'.?RONE AND n;uCR:APR 
COMP~~~ a co~~oration~ ior a~thority 

) . 

to' increase certain int'rastt3.te rates. and 
charges 3??lie3~le to telephone services 
f~1shed wit~n the St3teo£ California. 
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N<>. 51774 

(Filed: Marc:hli. 1910) 

W11ltam M. Bennett~ Consumer Spokesman~ 
and Consumers Ar1sf! Now .. ~n a:u:ociation~ 

Comp1a1nauts , 

va. 

'Ibe Pacific Tele~b.one and Telegraph 
Company, a corporation, 

• 
Defendant. 

l44 S?AN!S"d.-SPEAKINC '!.EI.EPHONE StlBSCRIBERS 
nOM SAN FRANC!SCO,. SONO~1A., AND IMPERIAL 
COUN'!"J:ES, '!BE SP A..'USR SPEAKING/ STJRNAMED 
?OLrrICAL ASSCCIAnO~ 9 ntE ME..'<ICAN .. A..-..:ER'ICAN 
FOLInCAL ASSCCIA'nON. 'l'HE HZAIJ)SBtJRG AND 
WINDSOR LOCAL ACTION COUNCILS, 

Com?laicants and 
(Proposed) Protestants, 

va. 

!'HE PACIFIC '!ELE?S.ONE ANI> 'l:'Et.EGRAPll 
COMt>AN'!, a corporation, 

Defendant and Appl1cant in 
Proposed Rates Increase 4;51774. 

t..'II.t.:&'t M. ~, Consumer SpolcestDan~,' 
and Consumers Arise NOw, an association, 

COUlp-l.a1nants, 

VB. 

Wc<stern Eleet::ric Company. joining; Pacific 
'l'ele?hone ."lad 'l'ele;r':li)~ Ccmpany 3,nc!. American 
'l'cl~phone ~ad tel.t'!f(rapb. Company 4$ Incerestcci. 
I>a.rtics, 

Defendancs or 

.. 1 .. 

Case No.. 9036-, 
(rUed; Ap-r:tl 13, 1~10~, . 

Case No .9042 
(Filed Apr1lZ,1970r 

) . 

1 eau 1(0. ~043 
~ (Filect April .6,,. 1970). 
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Investigation on the CoU'l1'ds~ion's own ) 
motion into the rates, tolls. rules. ~ 
cbarges.~ operations. separ.lt1ons. 
practices, contr.lcts. service an~ 
facilities of !he Pacific Telephone ) 
and telegrapn Company. ~ 

Investigation on the Commission's own ~ 
motion into che races, tolls, rules, ) 
cb4rges. operations, separations. ) 
practices. contracts. service and ) 
faci11ti~s of the telephone operations) 
of all the telephone corporations ) 
listed in Appen~ix: A. a.ttacaed hereto.~ 

Case No. 9044 
(Filed April 7, 1970) 

CAse No.. 9045-
(Filed April 7, 1970) 

(See Appendix A for AP?e4rances) 

OPINION ---_ ... _-
By Decision No. 78851 dated, J'une. 22". 19711n·A'PPliC&t:!oo. 

No. 51774. this CotI.1m1ssion 4t1.thorized 'Ihe Pa.cific· Telepbone cd' 

'telegraph Company (Pacific) to increase its rates by $143m11l.1oo.~ 

cmual1y; the increased rates were effecd.veJu1y, 23,1971. 

On June 9, 1972, the Supreme Court of, the ,State, of , " 

california. 3lmtl.l1ed Decision No. 788S1 and directed the CoaI:dssion 

as follows: ''!be decisioo. is annulled. 'IhecOlZllliasioD.. 18 directed 

to reinstate the rates of its last lawful order ~reced1ng,the !nstaD.t 

proeeeding provided. however, that it may grant interim rate1n

creases. should it find them. appropriate while it reconsiders 

Pacific t s appl:tcation for 1:'ate inc:r:eases... '%he corz:m!ssioo.:ta further 

directed co order Pacific to make refunds 10. accordance with· the 

views expressed herein." City of 'Los ,Angeles v. Public' Utilities 

Comm. (1972) 7 C 3d 331. 359. 

ay Decision No. 80346. issued this date,.wecomp.11ed, with 

the Supreme Court's directions and orde:ted. Pac:t:f:Lc to :tei.nstate .. the· 
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, , 

r&1:ea effective pr.tor to July 23. 1971, ancr we ordered Pacific' to· ' 

make refWlds in accordance with the v:Lews of the Supreme Court, __ 

:Pursuant tl) the order of the Supreme Court we haverc

considered Pacific's application for a,rate increase. 'Ou= recon

consicie1:4Cion has incl\lded those issuesdisc\lSsecI in, the Supreme·· 

Coort deeis10n annulling our Decision No .. 788S1 and" 1%1 a.d41t1ou •. 

the views expressed by the SUl>reme Court 1D, C'!tyand cOunty of 

San Fr8I\cisco vs r Public Utilities Comm ... ~ C 3d: 119'.. Inthe 
San 'Franci~co case the Supreme Court &mulled, our Decision 

, 
lb .. 77984 dated Jmuary 2. 1971 1n Application No .. 51774 ·iD"h1c:h 

we bact ealeul.a.ted Pacific's federal income tax, expense for rate

mald.XIg puxposes on the ba.su of accelerated deprect.:t1on: wi,'th 

lloxmalizat1on, and <l1rected\lS to bold further he&rl.ng.a on the" 

tax expense problem. As those further hearings have not been 

completed &s of th1s date,. for the pw:pose of' this op:tn1ou only, 

we will ccmpute, Pae:Lf:tc' s federal, tax exp«lSe on . the bu18 of' 

&eeelera.ted depreciation with flow-through. 

In our reconsideration of P&eific's application in the ' 

light of the Supreme Court's rulings,. we have used the foll.ow1zlg

guides: 

(1) For the purpose of this op1niou only, 'we hAve, 

computed Pacific's federal tax expense on thebasu of accelerated 

depreciaeion with flow-through; 

(2) For the purpose of this Ol>'in:tononly.· we have 

computed Pacific' IS state tax exo;ense on the baa1a of accelerated 

deprecia.t1on with £low .. through; .. 
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(3) ~e have ,a.djusted: Pacific's· plant and.' expense. 1» 
• J' . . ',,)' 

eaUbl1sh lower pr:tcesthan those actually eha.rged:Pacific·by.:tts 

affiliated tr.aXlufa.ctu:rer. ioJ'estem Electric Com.panY9.Inc~9 on 'the' 

theory . that ~yestern should ~e entitled to no, greater' rate of 

return than would be re.:1Sonable for Pacific. 'l'he. rate of return 

we have '~ed to make tllis adjustment is 7.7 percent; 

(4) We have .. eliminated from. rate base. $15 million of' . 
I '. '. 

1970 capital expenditures and $80 million of 1971, capital expendi-

tures that are out-of-period 4djustmetl.ts 9- and we.havereadjusted 
I 

the depreciation expense.. ad valorem taxes 9 and' income axes to, 

reflect .this elimination; 

(5) We have maintained, the rates for lifeline service 

at the level in effect ?rior to July 23-,. 1971 .. 

I Upou reconsideration of the evidence submitted in support 
1 

of Pacific 1 s application •. we find that Pacific 15 entitled'· to a 
I 

rate increase of $SS.4m1l11on. 

',' , 

'," 

I 
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Introduction 
\ .' 

In Appli.cation: No. 51774, The Pacific: Telepbone and. 
, ".' 

Telegraph Company (PacilEiC) seeks authority to .. :eYi .. certain of 

its intr~s~te :ates and: ,charges so as to increase itS aunual 

:evenues, b4sed: u?Qn thi:!: level of operations,. during.tbe'tes.t .. year 
I I •. 

1970, by ap~rox:f.:Qa tely S'l9 5,000,000. 

In Case No .. 91036. a. consumer association. mown as Consumers. 

Arise Now (CAN), together With TJilliCUII. Me Betnlett, seeks (1) an 

order requiring SUbmiS~~~D. to the.COt:m:Iiss1oD.. by Pacific of· records 

regarding ."ldequacy and 'cost of service, (2) a hem:ing: on tbe 4deqcacy 

of Paeif1c' s scrv:£.ce, and (3) 411. order requiring Pacific- to: correct . , 

service deficiencies a.nd; denying a.ny ratcrelief une1l sucb . 

defiCiencies a.re correct.eel. 

In C4&e No. SlC42 ,144 Spanish-speaking telephone. sub

scribers (SSl'S) ,. toge~;er with the' Spau:tsh-Speald.uslSurnamed.P01:1t1~1 
As$ocut1on, The MexiC21tl-American Political AsBoc:Lati~nand: the 

",.Ii 
"~I 

"1 i.' 
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Healdsburg and Windsor Loeal Action Council. seek (i) ,AD. order 

requiring Pacific to provide full bilingual Spanish-English servic •• , 

(2) an order es«bl1sning. reduced rates eo Spanish-speaking,- '0.00.

Eng11sh-speak1ng subscribers until s.ucb t:tmeas full: bilingual 
, I'"' 

service is porov1clecl, (3) consol1d.a.tion of this eompla-1nt' w:Lth;,pacif1c"s 

rate app11~tion and (4) a public bearing regardingtbe service 
, ' 

offered by Pilcific to Spanish-speaking subscribers. 

In Case No. 9043, CAN,. togetber with. William Me. »eunet1:, 
, .~ , 

seeks (1) an order declaring l-1estem Electr.~c' Company-,. Inc .. ' (Westam)· 

to be a pab11e utility under the jarisdietionof tbeCorrmission, 

(2) regulat1ot1. of the prices for te.le.pho'O.1c equ1~_'D.t c:nugect by 

tJestern to Pacific and (3) regulation of ,~o1Ql!Stern fa rate of return 

at a level no, higher tb.an that allowed P:acific. 

In Case No. 9044,. an investig.:1t1on in1t:tatedby tbe 

Commission, the scope of these proceedings ,15 enlarged. to cover 

essentially all aspects of Pacific's pubU.c Iltility operations. ' 

In case No. 9045, anotber' inve6ltigation'in1tiatedby ,tbe 

Commission, the scope of thes~ proceed,ings. is . further" enlarged; to" 
'>, ' ." 

cover (1) sep.!1rations procedures affecting: :be toll and: ot:ber:,set~ .. 

tle~ts of P4cific and otberCalifcrnia telephone \lt1l1t1es-.,.·,(2) 

multi-message unit ratc.~ of Pacific in the', Los Angeles ,Extended' 

Area and Ey.tend,ed Area Rates affecting the! rates of other c41ifc:>mi4 

~~lcphone utilities, (3) toll rate d,ispar1ties''oeeween. interstate 

:~ 1ntr3state message toll rates affecting California telephone 

\lc111t1es, and (4) any d,isparitybeeween excb.ange rates and cioncl.1~ 
'Cions of service of Pacific ~nd' the other telephone utilities.. 
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Eighty-one days of hearing were held before' Comm:ta.ioner 

Sturgeon a:t1d/or Examiner Catey betwcen June lS,. 1970 and March, 26-~, 

1971.. '!he consolida.ted proceedings were submitted: on' Marc:b 26,,. 

1971. subject to receipt of briefs. which have been rec:eived;. , 

Testimony .md exh1bits- were presented bywit:D.esaes for 

'Pacific:, the Cities ofS.a.n Francisco'" Los Angeles, cd-'San .D:tego, 

the California Farm. Bw:cau Federation, a 'Il'Ul:Dber of other orgaJ:dz&

tions and individaa.ls, and the Com:mission staff. E1ghteenof ,the 

hearing days were rescr.red specifically' for the- pre.sentaC1on of, 

teat:tmony by members of the general. public .. ' 

Service Area 

Pacific' 8 service area includes relatively large porc:LODS 

of the coastal and c:entral areas 0; the state' and relatively. 'small 

portions of the rest of the state. Of the approx:tma.tely93,.~00 

square miles of california. that has telephone and rel&ted~' ae:l=v1cea. 
P&eific: ser.res about: 50.000 square tn!lea,. Pac::lfic has acme 393 

exchanges,. with approx:tma.tely 10,.100,000 company telephonea~ l1:le 

remdning area. is' served by about 29 independent telephone' companies" 

with 228' exchanges,.. serving approx:£.mately Z~ 700,,,OOO~ company 

telephones • 

-7-
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Affiliated Interests 

Pacific is one of 2l principal telephone operating subdd"; 

aries of American 'telephone and Telegraph CompaX\y (American) .'l'he 

operating subsid.ia'ties,. together with CW~ operating. companies, in 

the United Scates in which American owns less than a majority. , 

intere:st. are termed. assoeiated companies.. American also owns 

Western. 'Which manufactures and installsequ1pment for the assoc14ted 

companies and the long-lines department wb.1ch c:onnec:ts.. theoperat1ng 

compatU.es of Americ.'ll:l. American and Western. each ownaSO' percent of , . 

the outsunding, capit41 stock of Bell Telephone La1>orator1es.. IDC .. 

(tABS),. which is tbe researcb and developtnent orgau1zat1on for tbe· . 

!,ell System. '!he associ.:Lted companies, Western ·and·LABS, togetber 

with American, form tbe Bell System • . 
About 90 percent of tbe outstanding capital steck'of 

?acific is owned by American. Pacific, in turn, owns all of tbe 

outstanding capital stock of one subsidiary. Bell Telepbone Company 

of NevaOa. 'Ibat company renders' telephone s_Nice only wi.thi:c,·tbe . 

State of Nevada. 

Service 

Service is af.1 important aspect of .• utility ~ate proceed

ing. Hearings devoted exclusively to testimonyofpub11c w!tnesses 

were held early in tbese consolidated proceedings SO that 1>aci,fic 

and the Cotmnission staff would have an opportunity to reviewa'lld 

evaluate any service problems described by those wita.essea~ 'tbe' 

presiding examiner re~uircd Pacific to, investigate and prepare 

written re~orts wherever witnesses had specific serVice complaints. 

A copy of the appropriate report was mailed. to each suchw!t'lleas,a'llc1 

copies of lIll 42 of the reports, collectively. were rece:tv,ectas. 

Exhibit No. 57 •. , 
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A review of Exhibit No.. 57 shows that many of me com

plaints were valid. bue that they. were primarily relac.a, to isolated 

problems eb.at could' be. and now bave been. solved by 'corrective ' 
, . 

action on the pa.rt of Pacific. Some of the other condit1ouscom

pLa1ned of will be corrected io. the near future. by Pacific's budgeted 

plant improvement progr3m~ 'three of the publiC witne.s.seswho pre

seo.~ed complaints were not completely saeisfied w.ttb ehe report:, " ' 

sent to them by Pacific... Reports on Pacific's further investigation 

were received as Exhibit No .. S7-A. '!be Commission staff'srev1w 

of Exh1b1t No.. 5-7 indicated that cwo others =ay warrant further 

scud.y.. In general. however. there does not appear to, be & significant 

ll\1mber of un:esolved se~ce compla:Lnts. 

Some public wi'tnesses recommended that, in order to keep . 
rates as low as possible,. Pacific: sbould bUdget: lowel:' capital 

expendi~es for plant l:o<luired. pl:imarilyto improve 'service. 

Exbib1t No. 10-A indicates tb.4t,. during. the per:Lod' from 19641:0- 196a, 

pacific d:Ld, in f.1ct~ concentrate its resources on tbe provi.s:Lonof 

basic telephone C4pec1ey and min~zed 1es discretiooary expend1-

tw:e8. We considered this practice ultima1:ely to bedetr1mental 

to good. telephone serviee.. The record shows tba t ,we so- advised 

Pacific in 1969 and s.trongly urged greater empbasis on plant inveat

=enes for decreasing tho likl:thood. of service probiema~' We', are 

still of ~he same opinion. The orderberein requirespacif:Lcto, 

install plant 4<i<i1~:LOM 4: the rate of a~ 'leAst $750,.000',,000 per 

year for the next three years.., 

Pacific maintains statistical studies which. develop', on 

a eontinuing' basis, "performance index" figures which, prov:tde An ' 

apprais~l of service quality. Exhibit No. 10. shows six'of·the 
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principal overall indexes for recent years ~Qcl Exhibit No. 73 shows. 

<leC&Ued dl4l service 1n4exes for one' of the San. Francuc:oexcbaDg ••• 

These indexes are quite comprebensive and tend to, pinpoint potential' 

weaknesses in Pacific's system at a sufficiently early date to-

permit corrective action before service' bas de-terioratedto,unaccept

able levels.. In fact. in a recent decision. tbeCommisai.oD. ordered. 
.' " 

General 'Ielepb.oc.e Company of California to adopt the serv:l~e.'1ndex 
proeedures used by Pacific. 

At the request of the Commission staff,?acif1c presented 

Exhibit No. S8~ a summary of information relating to customer se~ce. 

'Ibis includes such items as quarterly reports of actual ,and expected. 

service weak spots, quarterly reports of the backlog of, main service 

and regrades, report of the current,status of telephone service in, 

the San Francisco :Susb.-P'ino complex. and a summary of' customer 

opinions about service, compUe4 from. questioc.naries sent tocusto

mers. These data 1nd.1cate that service gec.erally is good snd. that 

Pacific. is taking steps to elim1aate potential trouble 'spots in the 

near future. In ExI:l1bit No. 61, the staff states tbat the var10UJJ' 

1nc\ex figures. show ebat Pacific t-s serv:tce. in general, :1.5 above the 

Sell System average, but that the San Franc1sco~ Bay· Areab.aamore 

weak spots than the rest of Pacific's area. 

Present and Proposed Rates 

PaCifiC's present tariffs include numerous schedules for 

telepho:le ac.d related services.. Tbe present· rates and charges and. 

those proposed. by Pacific' are set forth in detail ~. tbe l33-page 

Exhibit c attached to the application. In general terms, the 

incre,QS~8 .lnd decreases proposed by Pacific' are as follows:· 

-10-
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Exchanges in tne San Francisco-East Bay. Sacramento, 
Los Angeles ~ San Diego and Orange County Extended 
Areas would receive increases resulting from the , 
application of uniform sets of basic exchange raees 
for residence and business service..!be incruaes 
would generally be in the range oi about $1.8'> per 
main residence' tele~b.one ~nd' $3.80' pe~r main b\,lSiaess 
telepb.one. 

For exchanges locilted outside the afo~emetLd.oned: 
extended a.reas, increases in basie exc:hange,.residence 
and business rates would depend upon. the size· of the 
exchange .:tnd wbether or not eX1!ended ;~rea service, is 
offered in the: cxcl:lanste.. !bese increases would be 
generally about Sl.8S· per main residence ulepbone 
and would range from $3 .. 80 to- $6-.. 30 per main business 
telephone. 

Tbe ~ssage unit charge would be iacrea5ed from 
$O.040S to $0.045. " 

Some intrastate message toll telephone rates would be 
increased and so~e reduced. Residence ·ForeignExcbange 
Service basic: ratcs~ Airport IntercoWAunica'tUlS Servic:e 
r.aees) and Centrex Service rates' would be increa.sed. 

Directory Lis~ings, rates, for cer~ain Additional Listings 
and Lines of Informa~ion. would be increased. 

Key Equipment Services rates and cbarges would be 
ine:reased. for certain w.<C~ DIAL. PAle,. and B\1S1ness 
Interphone Services. 

Mobile Telephone Service monthly rates and service 
and eqw.pmcne and noo. .. recurring charges would, be' 
increased. .,' 

PBX Services and Dispatching System Servi:ce rates 
and charges would be increased.. 

Service Connection. Move and Change, and In-?lace 
Comlectioll. Cb,.,.rges WOUJ.clOC increased. these 
increases would. r~nge fro~ $L.OO' to $3.00. 

Supplemental Equip=ent ra~esand charges would be' 
1nereased for some items and' reduced for Spec:iAl' 
Type Cords. 

Special Assemblies of Equipment rates and charges 
would ~ :inere.:lsed, .lnd special, arrangement" for use 
with can~m. di.llc:onnect;i.onwoulcr be wiehdraWCl. 

Telephone Answering Service races and cbargesfor 
cord-operated. equipment woul<ibe' 1nereasod.,_ 

-1,1-
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'tbe effect of Pacific's proposed changes 'Weald be to- . 

inexease basic exchange rate revenue and mobile telephon~ service 

rate revenue in the range of 40 to 50 percent, te>increase revenues 

from various other rates by lesser percentages. to' reduce xevenues 

from a fe:vt rates by nominal percentages. mel, to' increase 'the resultant' 

i.ntrastate revenue by about 12 percent .. 

Results of Intrastate Ooerations 
; 

Witnesses for Pacific and the Commission staff have. 

analyzed and estimated Pacific's intrastate operational results 

for a 1970 test year. PaCific 1 S estimates were presented il1Exll1b1t 

No. 2 and the staff's estimates were presented in' Exhibit No, •. 66. 

Additional details and comparisons of the two estimates are set 

forth in Exhibit No.. 102. Both Exhibits Nos. 2 and 66· were prepared 

before actual recorded results for 1970 were available..: Exb1b1t 
. ' 

No. 75 sbows those actual recorded' results,. togetherw.f.th 'certain 

rate-maldc; adjustments similar to some of those adopted by the' 

Commission in Deeis:i.cn No. 74917, in Pacific"'s pre~oU$ rate 

proceeding. 

-12-
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It is. diffic\l.lt to compare direct1ytba.summarics pre-·, 

seuted by Pacific and the s.taff because some of the 'items were.'llot , ' 

presented in a consistent format .. Pacif1c's,adjustmenes to reflect 

changes in ot>erations prescribed by Decis:1ou No. .. 74911· butuot 

fully reflected· in accuall970 open,tio'Q$ were shoW!). as additional 

revenue requirements, whereas tbe staff showed those items as 

adjustment t~ the rate of re~ that had been. der1ve~ excluding 

the adjustments. A revis:f.on in allocation of expenses. and rate. 

base 1eom3 be~ee'Q interstate and ineras~te operatiOns (ozark 

Separations Pl.1n) became effeet:f.ve after Pacifie's Exh1b1t No .. 2' 

had been prepared and thus was noe-reflected thereiD. Adjustments 

to expenses and rate base were included to modify actual recorded' 

results in Pac1£1c',. Exhibit N~~ 75., to. reflect: the ozark P'lan" 

whereas in Exhibits Nos. 2 and- 102.. the staff t S corresponding 

adjustments are shown as composite adjustments. to rate of return. 

Table I herein su.mr.:aarbes the staff"s estimatea in their 

original form. and on an cq,\U.valent basis eonsistent w:tth. the format 

used by Pacific. !his stmplifies eompar:f.sonof the various corres

ponding components of the estimates presented. by Pac1f:Le a'Dd'tDa·· . 

staff. lbe adjustments are described iu more detail tn the. 41.- . 
c=ussioQS hereinafter of, revenues., expenses and· rate 'base •. 
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Table I 
, .. 

Restatement of Staff Est1mate 
Test YC.1r197() 

(Dollars inM111!ons) 

M:ld1fic3tions' 
Orig1n.:tl IO'(1;'t~II S.Jose O~a:r:K 
Format 2 ~rJ' Exc:h. Plttt\'fI' 

. Re3C3t:ed . 
Forcat: 

Operating R.evenues $1~602 .. 0 

Operating Expenses 
-.-,-~-

Excl:r"xes 1.017.S 0.0 0 .. 0 (9 .. Z) 1,068: .. 6, 
Taxes.Exc:l.Inc:raxes 13.7.4 0.0 0.0 (1 .. 1) 136.3 
Seate Income Tax 20 .. 9 (1.7) (0.1) 0.7. . 19'.8 
Federal Ia.CQUle 1'.ax.-::;:";"-:1~3~2~· .. ~l_~(~:t~l_~.~l(.-) _~( 1~.:.:0~)-,:o~4;,:,.*,7~",:::":,,~1=.::2~4~. 7' 

Tot.11 $1,368.2 $(12 .. 8) $(1.1) ~(4 .. 9) $1.349'.:4' 

Net Revenue $ 233.8 $(U.S). $(l .. ~)'$ 4.9:- $226,;2 

Rate Base $3,369 .. 4 $ 0.0 $- O .. ,Oi $(28.8)' $3,340, .. 6 

Rate of 'R.eeurn 

Ad.justments 

& .. 941. (0 .. 34)'7. (O.Ol)1. O'.201.6 .. 7TJ. 

(0.17)'7. 0' .. 007-

6 .. 774 Adjusted: Rate of Return. 6.777. 

(Red. F1gw:e) 

*Assum1ng th4t the retae1onsh1p:between :f.ncremental 
change in expenses (be:e:e income taxes) and incre-
mental change in r~te b4S~, due to change to the 
OZark p~, would have been in approximatety the 
same proportions in the staff estimates as ~ 
Pacific's estim3tes in Exhibit No. 7$ .. · ' 

Summarized in Table II, from the exhibits. of Pacific and. 

1:b.e seaff, are tbe. estimated.. recorded and adjusted, results. of .intra

state oper4t10n for tbe test year 1970 under present telephone rates. 

For comparison. this t.:lble also shows the corresponding . .ad.op.ted~ 

results of operation as discussed hereinafter. 
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The adopted results- include an adjustment for prices 

paid to Western Electric Company, using a 7.7 percent rate of 

retw:n for Western. as shown in. the staff exhibit,. and ~lucte 
llonre'Venue producing. plant investment and associateet: expenses. 

In &dditiQn~ in computing federal and state taxes. we have used 

the flow-through bas1s ra.ther than noxmalization to account for 

savings from the use of liberalized depre,c:l.&tion •.. 'the use of. 

flow-through.. resulu in a reduction in grossanuual revenue: 

~ent of $52.2 million. 

'/ 

" 

'" ' 
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TAStE II 
RESULts Of,lt!'r&\~T.\TE OP!:J~'l'IO~lS 

UN.Ot:R P~'"!~!'I' ~'l'ES - 'rES',t IT.AA.1970 
(D:)ll3:~ in~:llliOM; 

~ · : 

· · : Itel 

~:r-at~~~ ~e"',"~~~'.":e!'J 

U~'ju~~~ ~~~ 19i1 ~~o' Changos 
Ell.-:.ir .. tc lC~ ':oll G: :4 1·::::J 
Chanl:c;, 1."1 Sol.~ Jo~ Z>:c:ha."1gc 
Inc:reu~ tirect?r"j Al.v. I>..:I.te~ 

.Ac1,ju~t':c1 
~ ....... t1T'1," ~e-'!"i:'l~!I ::'"('el, T~XM 

Decl. iQllc:.· .. '!.:of; F'i'/e ::to:l~ 
A.djus~ tor 1~{j,:'-Zncl l':~CO I.evols 
.Ac1j~t.. !:.:o ?c~on FI.1.rId. Int. P.a.t~ 
~tion, ~el. Follo .... inC T',,'O Items 
Ola:lge to Czark So~a.rol.'t1o~ 
;;e~to..-n Zlce'"...rie :'dju:lt.::.:r.t 

.Adj\lSt~d 
'TA.,,(~:\ ~:-:,:,r- T.~'!n 0:'1 !ne::~ 

Paj'l"oll, D:c:~. Ozark ":'dju~tr.:cnt 
Ad Valorc=. lc ether, :r:-.:'!l. Ozark Adj. 
Ch&nee to C:.ui: S~j)IU'oE.tion,. 

Mj~t')~ 
l'l'leo::-.e 'l'~I!!I 

State, D:el. Ooz&rk Adj'J!,:tm"nt. 
Fo~or;.!, $xel. Ozari: Ad.ju,tmont 
Chal'\.!:e to 07.a.rk Se~at.1oll!' 

. Mju:;.t::t 

Not. :itevetlue 

l.v~,,:re 'P.'l:'!e ~ , 
,~el, Oza~r. A~j~~t~e~t~ 

~elophono ?lc.."1t 
t'lorldn.; c.:..'S.'l 
lo'At.orla.h <:: SUp?'.:!,tl:l. 
Dep.~~~tion ~cse~/e 
loJo:.tc..--n El~ctri,: :'dj~: .. t=e."1t 
Ro~/c!or ~~!~rrc~ T~~s 

Subtotal 
Chant" to O:4rk S?pari\,~cn= 

~otal 

: p",ei1'l.c ; St:ai'i' : 
:E:lt1:ca:t.cd. :RCcord<ld. :t3t.1r.at~:. : 
: '& : & ::', '& ': , • " 
!It.<!juo;ted' ~Adj\:$tc:r":Ac1'.1u~+..4d,' '~' '.\:::~~ ': ' 

19~'" , 
98 .. 8' 
0.0 

118.l, 

" 
18' .. 6 19~1: 15.7', 

lOO~O' l.:!O~O, :0.3: 
~~6,' ~4::-' _~:'lt"J.,.;.,;5_' '_ 

W.~2,--:144:s:--:- loo.~, . 
J. .. )S?S,' 1,,36~.j: ,1,31~;'~4>:l~~~1": 
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Oper3tin~ Revenues 

'the first item shown in Table n is the 1970oper •. t1ng.

revenues 'before adjustment for 1971 rate changes. Pacifie's or1g1n&l. 

esdlnl1te is :l.bOut 22 million dollars lower than the staff's' .. ' Actual 

revenues 'Were between th~ two ~stimates and somewhat 'closer to, the 
staff's est:1r:l4te than to- Pacific's. The staf£expressed s~ 

doubt 1:hat the recorded revenues for, the last half of the year 

followed a normal pattern but had not analyzed,themto; resolve, 

that doubt. ~e hereby take official notice of the monthly reports 

for the past three years filed 'by Pacif1cpursuant' to, General Order . 
No. 6S-A.. A review of monthly revenues :Ln those'reports shows, a 

relatively unifo:rm. seasonal pattem during, that 3-yea.r,'perlod'. 

Revenues reached a yearly peak in October of each year. fell about 

4-1/2 percent in November of each year. and rose &ga1D. in December 

of each year.. ~e find that recorded, revenues were not abno:rm.a1ly 

low- or high 1n the last half, of 1970. Aceualre'Venues for:th.' 

full year are adopted. as the first 1ten in Table 'II~ , 

Paragraph 5 of the order in Decision No,. 74917 required 

Pacific to esea.blish ex1:ended service. in lieu of, toll- and' multi- ' 

message tlnit service. over all routes where 'the tollrouce m:tle.age 
, " 

is 3 miles or less.. 'Ib.is program was ccrnpl~tecr by, December' 31, 

1971. '!he loss of revenue resulting from, 'this change was reflected. 

in the tes t year 1970 to make the tea t y~ incl1cat1ve of future 

operations. '!here is only & minor. d:Lfference. between the estimates 

-17-
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of Paeific and the staff for this adjustment.. 'l'heauff,'s. eadmate 

is based. Ul>on the 1971 level of operations.' Pacific' a. qti:mate: 

15 based upon the 1970 level· of operations. Pacific's 'bas:ts..is 

more .a.ppropri:l.te for 1:h.e test year 1970 and is reflec'ted1n 'the' 

adjus-cmCllt .l.do'})ted for this item in. Table II·. 

Paragraph. 6 of the order in Decision' No-. 74917· required" 

Pacific to establish revised district areas in. 1a San Jose exchange. 
t 

'!his results in reciueed. revenues from theSe Jose excbange.· '!he 

cOl:l1'j)letion date prescribed by the Commission was July 1. 1971. and' 

was accomplished on schedule. Pacific diet· 'not incluclean ea.dlDa.te 

for the effect of this change 1n its original presentation.,' but; 
, • ~ I 

did include 4n adjustment to. the recorded results in Exh1bit·No:. 75·; 

As 1n the C3.SC of the preceding item. Pacific's estimate based 

upon the 1970 level of operations is more appropriate than. the· 

staff's estimate based upon the ,1971 level of operat1ons.Pacific·s 

eat1ma.te for this item is adopted in Table II. 

Directory advertising;: rates are included in the rates· 

increased by Paragraph 1 of the order in Decision No.. 74917~· A4 

o.ld d.1rectories e7.:pire,. the new' rates become effective ·for&elvertisiug 

in the nCW' directOries. 'Ibe a.dditional. revenueS 'which' would: have 
'" ,I 

been produced during. 1970,. if the new rates had, been. applicable to' 

both new and old directories.. were 1ncludedbY".pae<1fi~ :tn·:tea· .. 

original estimates and 4$. an adjustment' to recorded. revenues ,but· 

were not included by the Commissiot'ls.eaff.. Consis.teUtWith.the 

adjustment for reduced revenues. in the preceding two<, :ttens,. the 

increased revenues for this item should' be 1Dc1udecl" as an adjuaCMnt .. 
'1 

Pacific' s est~te for this item: is adopted in Ta.ble n.. 1 

· ... 18-
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Opera~ng Expenses Excludin~ Taxes 

'the first expense it~m in Table IIexelu.des ,taxes. and' 

d¢prcci~tion :md also excludes adjustments for 'W~e.le'Ve1s~ pension 

fund interest r.o.tc, OZ"-=k separations and Western E1ec:tr:te prices. 

Wit:h thoso ~'Celusions.. the totc.l expense es timates. of P~ci£:tc and 

the s~f ."1l:C .olmose identi:a.l~ although !:here are d:Lfferences· ?J1 the 

ci!.stribunon of the e:q>QnSc estwtes by accounts •. '!'he s:lm!l4rltyin 
, 

the t910 cs~tes is eue'in part to, the fact that, for . the' purposes 

of this proceed~g, P.o.cific docs not dispute certain" adjuitments 'made 

by the, Cotmnission in Decis.:t.on No. 74917. 'I'beseinclude tb.ieexc:1as.1on 

of expeuse3 rel~ted to legislative advocacy, dues to c~ or,ian-

1:ad.ons, gener.o.l serv:[~es :uld· 1ic~e fees.' p.aid~ to~ AT&:r.~ write-off 

of pay TV facilities .."nd p1.ont olcquis1ti.on adjustments. and· the 

unfunded pension e~cu.'le oldjustment .. 

Ac~ recorded expenses fort!lefirst cxpense1tee on 

Table II exceeded the 'es~tes of both Pacific" and . the staff. A 

review of tile monthly reports referred to· in the, discussion herein' 

of revCtlues shows tha.t i for .0. few of Oc nlOaths.. certain· expenses. such. 

4S m.Untenanco o:cpenses were somewllat higher tba.r1 oS normal trend, would'. 

indicate. !he amC>lJllt."dopt:cd for' the first group .of eXpenSes in . , 
" , 

Table II 1$ b\1Scd upon the esd,m:s:tes of the staff,.wbich es:t1ma.tes we . 

fine co 'be. repreSCtl.C4c.:i.ve of a tl.o:rm.a.l level of, such' expenses for 1970'. 

Y~ntcn~nee Expenses 

One of the staff engineers who had reviewed' Pacific's 

ma1nterumce e~~~s reeca::mcncis in Exhibit No..63-A chat the. eat:tma.te 

of such exp<:nses i:lcluded by- the st.o.ff !.::1 !::xb.:l~it loTo, .. 66,::houli ~ 
.:. . 

rcd~ccd. ~e:1us c l?~ci:ic I s :~.d.ntQ~.::.:l.ee exp~nse ,e:teleph6nc dur:Lng. . 
c •• .., ',< 

1969 W:J.$ higher th~ the ,'l~rDJ;~ of o1:hcr~ll' System ot>er~t1'ng' '. 

-19-
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companies. CroGs-ex.:1.minacion ef this witness diSelosecl~ however. tM,t 

there ~re signi£ic.mt errors in his ea.lculations and. that' he ~d 

failed. to ~vc .1.do1!qua'te: eonsidcr:.Cion to scch unc1isputed fact:sas 

Pacific's highe7: 'W:lgc l(;vels, differences in the· dep~~:CS,t(). wh.ic:h:· 
enginceriug ~sQnncl of the variouo companies are nominally assigned. 

re1a.d.ve q,~l1.1:y of serv:tce, offsets due to work done byPac1f!cfor, 

compcns.:ttiou rclacing to oCher Bell System o;>erad:ons;. relatlve ra.ces . 

of ~over of persot11lcl~ ~d reltl.tive complexiCies of .the· var10as 

telephone systems.. ~e find· that the furthcr4djU$tm~t, to, PacUie:ts. 
, . 

:n.e.i:ltc:na:l.C~ exp<:nsesrecoccende.d, in Exhibit l-lo. ~A ~not: 4p~ro-' 

pr1.a.cc. 
.::','~: 

Adv~::-tisins E~nscs ;~" 

The item of P4cif:lc r s exp~nses which was subject to the most 

criticism of public witnesses is 4dvert1sing. '!he cr:ld.ci$ttl r4CSod ~r= 
" , 

8l!ncra.l.izecl statemellCS thac fla.mo:Qopoly doesn ft need ,to advert1se'" to 

speeific examples of advertising whicb the customers contended were of 
," . " 

no be:o..efic co them and wh1eh they considered to' be merely' self

laudatory on P.o.c::Lf:le' s POl.X'c. 

In Exhil>it No. ol-A., the scaff cites Dec:is:tonNo .. · 50258. cta'ted' 

.July 6, 1954. in API>lic.o.tion No., 3393S .. In that decision the Commis

sion expressed an opinion reg~d1ng: the general benefits· and'reasonable· 

level of a~vert1sing for ?acif1c at thtI.t time: 

uApplie.:me's p:osram, in our op1ni.on, results :tn 00-
t41tl1.ng sufficient: n\Jm~rs· of employees to avoid· 
expen31vc overtime ~AY, incrcas~ revell~es from 
directory ~dvertisiD~ an~ 10D~-distance scrvice~ 
improved service ~d. reouced. cos:= of Mndlin~ 'Public 
inqui:ies. In 1952 the ~'P~lic~nt spenc less ~. ~ee 
qu:r.rters of'oae percent of its rcvenue on~d.ve:t:isi:1g4' 
In our opi~ion ~ e:~cnGiturc of ~O' grcacerma;nitude 
than :his is not exc:c:z:;i .... c :onsidc::i.n;; the~~:su::'c 
o.chicvcfl.. Ic 1sobvious thole !;houlci 'tt\.C' 3reO=C ::'c 
dis411ow~ in its entirctY,$.uch ac:tiorl'Would> not 
obvi~te the need for 4 r4t(: 1ncrcllSe, as some pro
testancs ap})eolrcd to believe. 1I 
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In Exhibit No. 6l-A 1n the current proceeding,.' the staff 

lues some of the subjects covered by Paeif1c's. advert::ts:l.ng,wMch: . , 

1nfo:c.. a.c1v1.se~ 1nsttuct .and solicit the cooperation o£ telephone, 

users in :I:!Iking the most eff1cieut\:Se of the t~lepb.one;"'," '!heamoUllC 

of all such ~dve~ing by P~cif1c, cha=geable t~ total Califor.at& 

operaC1otl$~ O!S e~timatecf ~y t~e staff ,for 1970,. 'is ,1l;.,S m:Ul!on 

dol.l..e.rs. !b1s represents less thaD six-tenths' of, one- ~rcent of :otal 

rQvcn~ ~t present tolcpho~e r4te$. 

Exhibit No. 54 shows that thc actual, 1970 advert1s1Dg expense 

was almost one million dollolrs hisher 'than had beencsdmatedby the 

s'taff. Ye are of the op:ln1~nth4t the level of Pacific's; acivert1siJ)g 

expense 1n 1970 was not excessive... It falls., well w:tth:tn'dle propor- ' 

1:1on of gross revenue which h1otor1cally has Oeenco1lSidere<l.'reas,on

able. If we could conclude from the record that, in add:ttionto'be:lng. 

re4Sonable in cost, the mcssage in each advertis emcnt ',W4S of, benefit 

1:0 CUB tomers. we WOuld not hcsi tate to' 4110w 'the actual. 1970ac1ver~

:Lng costs in full for the test year. 'there is ser:tous <Luesd.on, 

however, th4.t 411 of the 1.4 million dollars of actual 1970' ,expenses 
, , 

related to "1n£ormat:1ve .ldver1:isirig",. such as descr1pt:r.onSof inStances 

of etnployee helpflllncss, are of sign:tf:l.cant benef:tt to. customers. By 

not adopting the recorded expenses for 1970. we have 1neffect 

ci1s41lcwed about one million dollars of advert1$1ngexpctSe.~ , We f:1nd 

that end result to be reasonable. 

U.cense Con tract Services 

Pacific's parent, AT&T, proVides cert:U:n serv:[.cl!s ,such 4S 

basic rescarc:b., advice and assistance in ong!.neering, traffic,. plant; 
, , 

comme=..:141 • .a::count::Ll:~) legal, f1n:Y:.cing 4cd' o-tl'le::-ma.tcers. for the, Bell 

System oper.a.d.ng companies. where ~8e ·oervic:es colll'l)e'perfomcd't:IOre 
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efficiently and e£fect1.vely on a centralized basis. Payments to AT&T' 

for these SCMces are based upon the appl!c4t:ton of a' factor~cur

rently one percent of the gross revenues (with minor adjustments)" of 

each oper~t1ng company. 

Rutor1cally, the Commission has' rejected thepe~centage-of-, 

revenue basis of payment ~o AT.&T.' 'When determining rea.sonableexpenses 

for the purpose of setting rates- for P.:lcific. Although over, aper.tod 

of years the pe:cenbge bASis m!ght result in a.verage c:.harges 'that are 

reasonable, the end res-ult 1n 3. particular year at a'particular 'level 

of rates ~y not be reasoMble. For cxample. aten-percent increase 

in Pacific's telephone rates would result :tn', a ten-percent~ :tncrease 

in payments to AT&T. for exactly the same servi.ces.. til: lieu of "the 

perccntllgc allocation b.o.sis,. the Coan:nission, generally bas based itS 

prior decl.$ions on a dcterm:i.n~tion of 4ctual costs to- A7&Tforthe 
, , 

services rendered to P.:lcific. !n the current proceedings" both ' 

Pacific and, the staff h4ve based their esd.m4tes of intxaseate 

expenses on that same concept. 'I'he result isa slightly h1ghu ,al

lowance ~ the olctual PolymcntS under present telephone rateS, and' a 

slightly lower allowance 'trum 'Would a.ctually h.o.ve beenpayabl~'UZlder" 

the telephone rates authorized" herein. 

Counsel for the Commission staff disagree nth theest:1mates 

presented by their Ifclientr~ and' by Pacific. Staff counsel, 'in' 'thci,r' 

op~ning brief, recOtmncnd disallowance of all or part'of:thcpa,ments 

to AI&": for the services provided under their COll1:ract ,because 

spec1f1c dollar value$. fo:r: each of the se:l:Vices' :e:ndered coulct,1:lo~ be 

cited. The undisputed evidence is that most of theaeserY:tces 'WOUld 

h.:l.ve to be pcr£ot'med 'by P:J.c:tfic if AT&T did: not, provide them and tnat 

P~e1f1c 'Would not 'be .:lble to duplicate those services for thc8mOUuts. 

paid AT&T. The e~nse~ .:ldo:>te~ in Table Ii incluee payments,,·tO· At&T' 

for those services on a cos t basis in lieu, of thepercent-of-reven\le, 

... bcs~..n. 
-22-
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YearwEnd Wage Levels 

Utility rate$ axe set prospec:tiv~ly,. not retroactively., ,.As 

in the present proceed1ng. it is not always practicable,. however,. "to 

use 4 fu.ture year as a tes t ye.u in <leterm1»1ng ,'the level o'f~arnings: ~ , 

wb:l.ch will prev~l at any given rate level. Instead,. a pnoryec 18, 

us~ as a test year. In the absence of- couvinc1ng evidence- totbe, 

eoutraxy. it 15 genera.lly ~s\1lled- that the h.igher rate base and 

~C$rcsw.ting from iucre4Ses in customers in the- Dear ,fucure 

will be approximately offset by the adc1id.ous.1 revenaes from the new 

C'US tomers. lCnown chtJnges during and beyond the tes t year wb.:f.ch- are 

unrelated to the future growth normally are "rolled back'" into· the 

test year so that the end results reasonably-reflect theoperadDg 

cond1.d.ous which will prevail dur:tng the, perio(J: when t:be DOW' ra~ 

wUl first be in effect. 

One of the known changes unrelated, to growth ," is,' the -general 

wage 1.ncreane which became effective durl,ng 1970 for Pacific t s 

employees. ?ac1f1c 1nclucled an adjus tment to' show the 11lcreased 

level of expenses which would have resulted if the wage :[ncreasehac1 

become effective. on. Janu.a.ry 1 of 1970, whereas the staff d:tdnotmake 

& simllar . .1.djustment. The adjustment 1$ reasonab1e'1n sett1ng rates 

for the fu.ture and is a.dopted 1n Table II. 

Pension In~eres~ Race 

Pacific t:; present: pension plan. for1ts employees 15 fancied'. 

'Iha.1: ,is. even. though the pensiou is not: yet payable to those employees 

who have not retireel,. payment:s are- made inco a fund for :uture 

pensions. ':he ~ns1oc. fund aCcru:J.ls, by themselves,. are. calculated to· 

provide polr1; of the tObl ult::Lm:J.tely paid to retired employees.. 'l'he 

rest of the amount needed comes from earnings on the pension,fund-

obtained. by the investment of those funds by the fund~s; =U.8ceee;." 
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Many factors go into the computation of the proper accrual 

which, together with earn1ngs of the fund'" willprov:tdethe required 

pension for c4eh e=ployec when he reC1res. Detailed'actuarial studies 

p1:ov1do projeed.ons of probable fu1:W:e effect of such .ch:lngs' ~' tutU

over of ~rscnnel and personnel mortality autaties. Other ,eona:t4er-' 

ations, such.as cb.e effect of future wttge.'changos, future' uegot1ated 

chmlgcs in the pl.ln f S benefits and average oa.:aWags 011 the· flmd·s 

1uvQtm~nts ar~ not easily evaluated. 

PacifiC, in determining its accrual, assumes DO future change. 

in the plan nor in wage levols. 'lb1s would reault in serious. def!cien

c1ea if some xneens. were not used to cover such cOQt1ngenc:t,ea. ' 'lhe 

dasumption by Pae:tf:tc of a. low interest rate' on the fuzacl's 'earnings' 
. ' , j 

'tends to provide for such contingencies, although for the past twenty , ' 

years even 1:hU expedient has not proven sufficient tc> avoi4 ' 
, ' . 

deficiencies. For ex.omplc, in Decis10Q No. 74917,. tb.e.Coam1s.1ou· 

d1aallowcd a portion of the accrual U8~d by P.ac:1fic., Pac1f:te coudnucd 

1:0 pay more into the pcMion fund than had been· allowed 411 aD operad.Dg:· 

expense. DC:5pitc tb1s, the reserve has' continued. to-be deficient. 

In the current proceeding, ch.e staff contends that each of 
the f4ctors which go toward' detemining pension fwd accruals' should 'be 

ev~luntcd 4S ~ccur4eely as po$sible rather than, to have offset~ 

1Jlf:txm1t1cs C4&ncel out to a reasonable end' r.8~t. We agree' arad:1D 

future proceedings will expect Pacific' to· present ita support " for the 

pension .accrual r4to on the bas1sof more real1at1c intereatirate 

UBu:optiOns and scpar.o.tcly stated contingency provi$iona.. Wo do'not 

concur with tho suff th4t the loW' interest rate aas\Ded: by Pacific. , 

should 'be u.s.cd as a b4Sis for reduc:tng the 4Ccrual whore the effect of 

~ low interest rate has been shown to have becnoffse~ by-other. 

-24-
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factors,. In this 1nscance, we find that Pac1f:tc':(pens!ona~C1:UCll for 
, ' . ' '. .' 

the tcst year 1970 18 reasona.ble~ '!he staff adjus:tmeneu noe .a.dQpucf 

1n Table II. 

Depreci4tiot'l 

DeprccUl.tion expense W;lS esdmated: by boell' Pac:t.fic and' the. 

staff on the basis of the s ttaight-line remaining-life maehod' adop~d 

:La. previous CcClmission decisions. Also, ,the recordedsc:raighe-Une 

total-life' depreciation was adjusted by Pacific to- a straight-line 
, ',I 

remaining-life 'basis. Afterth.lt 4dj.ustment,.. recorded ·depreeiD.t1on 

fell midw.'lY ~twc:cn the estimates of P.:lcific aXler thestaff~ Pad.fk's 

Or1gin 3J estim.l.tc was. .lPP4%t'1ut:ly a l1ttle high' bec3use~ even" though the ' 

plant a.dditions in 1970 actually were higher tbl.n, ,Pac:tf:tc: . had esdma~' 

ted,. the resulting. dep:ec1.a.tion expense was. lower, than Pac1fi.c 

originally cstimacecr. 'the sca.ff est-mate' is '1:c)O, low primarily because 

the staff es~tc of pl~c add1e1ons is less than were.actually 

inst.alled. '!he recorded d~reci.ld.on ex,ense, adjusted· to a 3t:ra:Lght

l1nc rcnwin1ng-lifc bD.Sis,. is adopted in Table ·II. 

Change to Ozettk SC'O.u-a.tions Plan 

'!he Ozult Pl:In of sep4rations affects the allocation of pl.lnt 

l:>etwcenintr.lSt.lte 4nd 1n.tcrst.lte oper.o.tiolUJ pursuant to an order of 

the Feder;:s.l Cctamunications CQ'C:lI:ll1ss1on dated October 28,.. 1970~ 1n 
! : 

Docl~et N<> .. lSS66. 'Ihi.s l>lan increases the 4Ss:Lgma4i1ltof expenses and 

investments I» Pa.cific's interstate opera1:ionsstart1ng J'anuuy 1~ 

1971. 

In the :Ldjus.t:mcnts which Pacific made to recorded results in~ 

Exhibit No. 7S-p the beuefi.ts of the Ozark PLln to. intr4Statc, users. 

arc sho-wn tlnoer the vllrious itc!ClS of expen.s~ :and revenuec. In 

Exhibic No. 66, the scaff derived an esc1m.'lte of the effec,t of the· 

eh4ngc to- the Oz.:u:k Pl411 in 1971 as a. ch4ngc ,:Ii the rate of rcturn~ 
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In Table I we have converted thees~ted change' fnrate'of re~ 
, 

shown by the staff to eC/.uivalent .expense and:. r:l.te base changes~ As in " 

the case of the revenue adjustmen1:S fo'l: the rate changes authorized ,in 
, , 

Decision NO'. 74917 ~ hereinbefore discussed, Pacific's esdmatebased 

upon the 1970 level- of opcr:l.tions is more: appropriate .~' the staff9,s' 

escimD.tc ~eci upon tile 1971 level of :opcrae1ons. ' Pacific'a.·esdmate 

for this item. is adopted in T:l.ble II. 

Western Elcceric Adj~~ement 

In previous rate proceedings involving Pacific, the Coumbd.on 

generally ~ adopted cer~ adjustments to Pacific's plant and 

expenses to reflect, lower prices than those actually'c:harged'Pac:Lfic 

by it:s a££i~tecl m.::m.U£~cturer. Western .Electric.Company, ,Inc~ !bose 

reductions ~:cre based upon the concept that Western Electr:tc, should''be ' 

entitled to no- higher 'a rate of recum tb.aJl'Would:bereasonable for,a 

r~ted utility. 

In the mos.t recent of Pac:tf:tc's rate proceed:tngs, the tlSual,' 

Western Electric adj\1Stxllent was adopted for the. pw:poses of ,that pr~ 

ceed1ng, but the Cotenission stated that more def:txdt1veinfomat1on 

on manu.fac~ costs and' prices 'Would be desirable. Concurrently . . . 

'With the rendering of the decision in that rate-,'proceeding,. Case 

No. SSSS was. opened to inves tigate, among other things, the reasonable

ness of prices paid by Pacific to' 'tolestern. Electric~as' relatedi to-:. 

Western Electr.Lc's eosC$ and profi:ts.· 

'Xenc1ays of bearing were h2ld :tn Case No. 8858 during. which 

several interested parties actively p.art!eip.aeed. '.the issues involved, . 

were discussed .\I.t great lCllgth in Decision .No. 76726., dated:January27~". 

1970~ ~dnccd not: be rClpclI.t:cd herein. .. " .. , 
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Pacific contends. under the principles ., o\:tUned' in Decision 

No. 76726,. ~t the ~"estem Electric adjustment now 1s reduced'to zero, 

for the test ye:n- 1970. III support of that position,. Pacific present-, 

-ed testimony by four 'Witnesses: Witness l:I.s.:rrigan,.V1c:e President

F1uD.nce of ~'Tcstern Electric;- "('1itness Kendrick,. a c:onsUit1ni ec:onom:1st; 

~1:ttncss IC"mps, E:l.ginecrtng ~ger .. PricQ- SUrveys of· Pa.c:1f:tc; an<! ' 

Witness Mobra.:s.ten, the Vic:e president-Operations Staff of Pacif:f:c a.t 

the ~c the ~PFli~tion was filed. 
. .. _- .... -' ..... ,_. '.' 

In add1t1on co the four witnesses presenced-byPacif1e. 

Witness J~ w:u;.mnde nv.:dl:Lbla for c:::oss-ex.mn1na.t1on 4t' the 

request of the Commission staff. 'l:batwitnesswas 1n'~ge: of a ,. 
pricing: st:udy prepared by a consulting f:tz:m.., wh!ch study had" been 

use<l by Witness Mobraaten .as the basis for some of· h:ts conclusions. 

The Commission staff presented infomad.on 00. Westem 

necO::te tb:rougb. two witnesses: Witness Gibbons, anac:c:oua:cm.,.t in 

the F1zlanc:e' .and. Ac:C:o'Un1:s Division, and Witness Hocman, aD en.g:tneer 
.. 

in the Utilities Division. "I 

, . . ,.,. . ~' . 

". , 
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Counsel fot: the Cotm:n1ssionstaff contend thattbo. staff, in 

detem:tnixlg P~cificts ra.te of t:e.turn for the tes.t 'year i910~ coald . 

t:eason:lbly have contin.u~d to m.'lke an ndjt=Stment ~ d:tsa.llow ,:my 

lY'e$te:n El~ctric charge:; through. the ye=, 1910 wMchres'ulted: :tn .. 
enrnings to Wes tc:n Electric wt exceeded the' t:ate of, return' allowed, 

Pacific, dcspite the fincl1ngs 1n Decision No. 16726 •. 'Ibear.tt:bmed.cal 

computations for such further ~djustmcnt are included'1n EXh1b:!:t 

,No. 65. Witness Boeman testified that, ~f he were the expertw:ttness 

ou a reasO'Q.3ble rate of t:eturn for Wes tern Elect:r1c,. he,.. 1:00-, would 

favor l1m1t1:1$ the t:a.te of't:eturn to the levels. allowed Pac1fieover 

the years. Staff counsel also s tate that the methodactuaUy adopted 

by the staff :ttl determining the rate of retum for pac:tfiein. the' test .. 
. , 

year 1970" insofar as it relates to t;he Wes'tern. Elec1::r!c, adj1l$tment~ 

also will protect the publiC.· 'Ihat method treats Western Electric 

.as though 'it were a public utility telephone Co~y' with 'a ·pubUc 

utility telcpholl~ comp.o.n.yeapit3.l strUcture prior to' '1968: and treats 

Weseern E.1eetrlc as. t:hough it were a publie ~~lity telephone company 

with a. manu.:ftlcturer's capit.ll stt:ueture for· 1963, 196:9 and' 1970~' 
The Cities of Los Angeles, S.anDiego, San Fr=eisco~=dthe 

CencX'<ll ~rvic:c:s AQnin.is 1:r.l:tion illclic:ate in their. briefs that mey are 

in general asrccment 'With the rccommend:J.tious of 5taff ,witness Gibbons, 

that the CotcXniss1on 1;nore, or at least mod:Lfy, :Lts' prev1ogs.':'f~~S" 
in Decision No~ 76726. .~.. ' : III 
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The Sup't'e::'l.e Cou't't: h4s settlec1 this ,matter for us.' ,It 

sa1d: "~e5tf!rn. must be conside't'ed part of the utllity ea.te'rPor1se~ " 

and its ?ric~$ :a;hould be t;l.c!'juste<1' to reflect 00' greateor raCe of

return on its !..lles to Polcific th.ltl Pac1f1c,bent1tled-tC)'earn 

on its ope1!'3tions ... " (7 C 3d olt 344.-) Staff ::xhib1~t ~~'.66shows 

tha.t at a 7 .. 7 l'crcent return the intrastate- adjustment to net.'" 

revenue is S2~SOO.COO and the rate bas~ oldju5tm.entt5S34,.900,.OOO~ 
, , ' 

Those a<!jus-Quents are' adoI>ted in 'tacle II. 

Tax~s Other Th4n on Income 

Payroll taxes paid by PaCific in 1970-were lowe'%' than 

hac1 been est1T114te<1 by e-1ther l'ac1fic or the'staff.. Ad; valorem- '" 

taxes. on the other Mnd. were higher tha.n had- been est1mated i by'\ ' 
etther Pac1fic or the staff. In, the· absence of some reasonably> 

well-defined trend in such items. the latest, experienced- eax, 

rates and assessments are utilized in a test year;. In tMs' case. 
, , 

the actual 1970 taxes are known. aad' thus are- adopted in 'table II, .. 

The effect of the change to the Ozark Plan 1sto allocate 

more of thb group. of t.axes to interstate operations.. Pae1f!e t s' 

estimate of the change 1n.-a.lloc:at1ons based upon 1970 levels of 
operation is more reasonable fo1:' the test year 1970 than ,is, t~e 

staff's comp.1ra.ble est1mat:e boi.sedupon 1971 levels of operations:_· 

and is adopted. in T.:lble II .. 
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InCQnI'! Taxes 

The various differenc:es'between revenue5 . ~ncl expenaes as.' ". 

eaeim&eed. by app11c:ane, as aecWllly occu'l"Hd, as est1mate<1:bythe 

steff and as tldop1:c~ ir~ 'table II dfect the . amount . of .taxable income 

and eorresponc1ing income. 1:D.."<C!S. A further 4tffGrence·in s~te 

C01:pO't'aC1on frao.ch1se tax results from· the staff'~ uS'lJmpc1oll of s 

single-complIny ea::c. ~e'CU-rn. fo'r' PacifiC .. !3tl::.e't' th4n ~h.~ c:onaot1dcted.:· 

re~ ~qu1rcd b~ seace t~ authorities. 

In Decision N~. 76726~ thQ Comm1sstonfoun4: 

~S. !he payment by res~ondent of ~ts California 
Franchise T~ upon d consol1dated return basia 
with American Tele~hone and Tele~aph Com?any 4nd 
1ts 3ff~11bee~ 40es not necessarily under all 
cir~$tances impose any add1t1onal burden U90n 
Cal1fo~~ r3tcpaye~s over an~ tlOove che buraen 
which would be 1m?o~e~ if respondent comp~:ed 41'14 
paid its C&lifo:n14 Franchise T~~es on a separate 
return ba~~s and may in face beneiit California· 
ratepayers \:l.de't' some C1rC\lm~t4nces .It 

In that same decision, ehe cOmm1Qs10n 41.0' d1s<:U3sed 

benef1es to P&c1f1c f IS custOalC't's from. the f1l1ng of coIl3011d4ted. 

ic.cOtue tax -retU'rl'lSp which bene£1ts. somet1:nes more "tru::u offset arty 

41sadvant«ses resulting from the filing of consolid&tedc state income 
i 

tax nturQ3. tvec.w1thout cons1cler1ag those offsetC,1:ag cdvant.e8es p 

the state corporation franc:h1se tax would be about. 5· mi.111on clollus 

lo~~r under a co~lidated return tbanon tl sep4r~:e return basis. ~e 

ehe level of telephone ro.tes 4'I.lcb.orl:z;ed her~1n •. The reverse was·true 

under pre~ec.t telephone 't'.:ltes, wh1cb. re:l.ulted 10. .st4te corporatlon 

f-ranehise taxes .about 3 m1ll1on dollars h1ghe1" ~c1er the consolidated" 

return than 1£ a separate return ~d boeec. permitted •. Th1saeem1D$ 

1neons1s:eney 15 dUo'! to the .:lppl1c4t1on of the a11oe~t1:>n fO'1."mul4 . 
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used by SUte t.:l.xing authorities,.wh1ch results'1n a lower effec

tive tax ra.te on 1~crementaI increases in P4cif!c~s gross reven~e 

than for the initial taxable revenue. 

The state' corporolt10n franchise tax adopted: in Table. II, 

reneets the use of 3 consol1ci.lted return. This results in allow

ances unde't' the increased telephone rates author1zeclh~re:t.n which 

a~e 1n line with actual tax 11ab1l1tyw The ~e of a.hypothet1cal 

sepa't'ate retu't'n for state corporation franchise C4X: ole th!.s. t.:f.me 

would result in 4.110wances of greater taxes for ra.te--:me.k1ng, 

purposes than the actual tax l1ab11ity_ The state corpora.tion 

franchise tax amounts in.cluded in the "adopted" column 'of~·Tab1e II· 

are o~ a flow-through basiS. 

Rate Base 

Installed telephone plant in 1970 was somewhat. grea.ter 

than had been est1m.1ted 'by either Pacific or the staff.. This' 

accelerated. level was discussed' herein under "Service" .. Actual 

plant installed 15 included. in the 1970 average plant adopted' in 

Table -II. 

'l'he bcl.sic difference between the working cash:.lllowances 

est1mated by Pacific and the staff 15 .10. PaCific's us. of the "'retail"'. 

method and the .scaff's use of the "'cost'" method. 'Under the 'reta1l 

method. consideration 1$ given to the average lag in-receipt of 

revenues. including the portion of those revenues ass1gnable as 
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ea-rn1.ngs on nee 1nve.Cment.. Onder che eose method. c:ona:lder&t10Q 1. 
g1ven eo the lag. in reee1pt of ehe port:10n in revenue. 'wb1:cb J.s 

aaa1gnable co covertog expenses.. In developing: working usll allow-
, ' 

anees in prior dee1~10n$, the Comm1ss1.on has almost" 1I1var18bly not 

eons1de-rcd the disadvancage to stockholders wh1ch.~aulcs'"from: delay 

in receipt from customers of the ea~nga port1011 of TeVeau&a' nor 

has the Commission cona1d.e-red the advane.ages to, atockholde'J!.s ,wb.£ch. 

~aule from any receipc from CU$tomera of Che bond tneeresc po~ 

of revenue,. in ad.vance of the accual payment of, suehintereat." 

Unless e.nci until p-roven cot approp'X'iate" we Will adhere,: to the-cost: . , 

basis utilized in prior p'roceec1:tngs for wor1d.ng cash allwanees: .. 

'the average depree1at:.1on reserve dA!duc:t1ble from: pt.nc' iD 

<kteTm11l1ng rate base W4S greacer than had 'been est1m&te<1: ,by e:tther 
" ' 

Pacific or the. scaff. Consiscent wJ.tn the adoption of &c:cua1' plane 

additions in 1970 .. the acC\lal. depreciation' reaenela, adopted tn.. , 

Table II. , . 
, . . . 

The average level of Pacific,? a materials and,supplies 'OD 

hand during; 1970 was conaide-rsbly higher chan the' amouncs included' 

in the e&t1tnatea of Pa~if!e and the, staff. ExhibltNo:. l,1ncludea 

the, st4tement~ hcweve'r) that iaclfie". estimate was Doe,base4 upon 

any deealled sJ)ee1al st:ud:tes or pTQojeet1ona. Exbib1tl,\ro. 61 1nclude:l 

the statement that the $t4ff adoptf!d' Pacific's est1matefor1970 as' 

reasonable. From a 'review of the fl~ctuet1ons 1n level' ot macer1a1a 

and. supplles from 1966. through 1969, aa':':aet forth in, Exhi.b:t~ No. l2'~ 
• ,.11 t , 

• "1' .". . • 

it can be seen th.at d\l"f'1ng years when pl:ane additions were being held" 
" ' 

to. a lowe'r level, the average. rnatertals.'and' suppl1es. . on. hanel'also, w~' ' 
, . ' 

lower. . \ 

Conversely .. when plane add!c1ona: we're installed; at, 'aQ. 
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ac:celerated. rate. the ave-r.a.ge materials and. supplies on hand 

inereased.. The higher level of tnaterialsand supplies101hic:h 

actually p-re'l.li~ed in 1970 appears to be related 'to: the plant 

improvc.menc I'-rogr.:u,:\ discussed here1n unde-.r::, ItSe'rV1c:e'" atld:, is 
adopted in '!'.lble !I. 

As <1iscussed herein under "Expenses", Pacific'. 

esttmate<1 effect of the c~nge t~ the OZ4~k Plan is more 

appropriate than the staff t s. l'h1s 15 reflecte<1 1nthe rate 

base adopted in Table II. 

Pro Forma Rate Base 

In E."Ch1bits Nos .. 75' and. 102. Pacific inclUdes alter,

ntltive 1970 results of operation using a we1ghtedaverage,rate 

b.lse and a year-end rate- base. Pac1f1c eontendsthat the'use 

of a year-end. pro fonna rate base is just1fied~ 1ntMsproceed1ng .' 

to offset the erodon· of rate ofretum. which :ts the in~v1ta.ble . 

effect of inflation .. · Paeific points out that the Collll11ssion 

frequently has. m.l.de an allowance in rate' of return to take care 

of anticipated. attrition in earnings which results pd.ma.r11y· 

from 1nflati¢n. We do not agree that the use of ayear-e~'rate 

base is appropriate. For eXolm?le, if all of the capital add1-'

t10ns installed by oil utiliey du,.-ing che yea.'r are d£rect.ly relaeed 

to providing service to new customers. the add1ttonal net revenues 

to 'be received f-:om. those new customers normally shoulc1' also .. be . 
, "., 

reflected in the tes.t yea.r if a. year-end: rate. base 15 t~beused. 

W'e will not inelude in 'rate base the' $75; million of-1970 

eapital ~xpenditures and $80 million of 1971 c~p1tal expenditures,

so-ca.lled d1$cretio~ry expendieure~. 
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Lons-'I'~-rm Const:·~c:tion Plans 

One Witness challenge.:1 the level of plailt additions which 

Pacific est~~tes Will be installed during the nextdeeade. 

:>eUl.lled eoncl~t1cn:. of past p1.::1nt c:onstl:'Uction~ con-espoc.cU.ng. 

custcce'r 6I='owch. ..l.nd oth.e'r S'ro~"th f.lctcrs were'presented by this 

witness to ~how t~t the projected rat~ of plant expansion is much 

greater than in the past. 

This witness has overemphasized the importance .ofthe 

long-term const't'Uc:tion 'P'rognost1C.lc:tons. Weare not:attempc1ns,Co 

set rates for the next decade. ~e do hope to -set ra~eswh1ch:will 

pemit Pacific to earn~. dU'rin,g. the next few years, the rate of.

retu'm found reasonable in' this proceeding-. We -have not inclw:led 

in. the test year 1970 the large x:>lant exx:>ans10n est:Lm:ltedby Pacific 

through the next deca<1e. 'l'hus, if Pacific's 10ng,-te'X'm pro'ject1ons 

are either overstated or understated. this would have: no·, sign1ficant 
", .,'. '\ 

effect on the test year results. Further, even 1fthere':t.s not as. , 

great a need' as now expected fOr ext:ernal f1n.anc1ngof the long.-term 

construction. 'Progr.lrn~ this does not mean that the investors who-- have 

proVided the funds for the existing plant,are not entitled to-a 

reasonable ra~e of return. 

Rate- of Ref:'.l'l"n 

EVidence eoneem1ng the rate of return which Pacific: sho~d. 

be allowed ~o earn wa.s presente<1 by Pacific» the. Commission staff. 

and the City of los Angeles... Ta.ble III shows 4 comparison of the. 

various recommendacions: 
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Table III 

Ra,=e .. of Retu't'n Recommend..1c:[ons.· 

Minimum 

.Recomnended Return' 
Pacific .' Scaff, .' .. k&. . 

10 .. 75-

9.50 

8 .. 50' 

9 .. 507.' 

8 .. 8S 

7.85-

7.50· 

8.937. 

&.80· .. 

7.S0 

7.50' 

P.s.cif1c's witness on rate of return employed three 

approaches to $ho~ earnings of other enterprises in compar1aonw1th 

ea1:'Oings he recommends be Olllowed 'Pacific. 'I'h.eseapproaches. are . 

(l) comparisons of risks of ~he telephone b~s1nes, as compa~ed with 

risks of electric utilities' and industrial corporations; (2)' com

parisons of earning.s of companies haVing capital struc~ur~s a.ion1l&r 

to that of 'Pacific, and (3) a detemination of the returnso~htby' 

investors in general~ 

In the first approach. Pacifie's Witness showed that the 

yield of Pacific's bonds,. those of Moody's "A& ", Electr:te t1tll!t1~s. 

aN'! those of ~.oodyfs "A" Industrials were quite comparable.. 'I'h1s. 

infot'04t10n, cou.pled· w1.th .1. show1ng. that Pacific's debt ratio was 

higher than those· of the industrials and lower than those of·, t~ . 

elect'!:'1c ut.!.l1t1es, led him eo the conelus1on th.a.t. at: leas.t ,in:; the 

eyes of the bond pu.'t'chAse~~. the riSKS related to· operation of 

telephone u.ctl1tt~s fall somew~ere between the risks inherent in. 

the electric utility' op<!r.1.t1N"I.S and. those of ind.ustr1.l1 corpor&t1on 

oj>erations'. His sl.lmm.:lr1es. of ene ea1:'01C11i;$ of the 50 l,argest electric 

ut1.l1t1es and the SO lo'1t'gest 1n(1ustriaI corporations then dete1:T!l1ned' 
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'Ibe rat.e of return witness for tbe C:r:cy of toa Angeles' 

contended t.hat: 'PAcific's showing on comparative earnings ofte~eph01le 

utilit1e:, elect.ric utilities 4nci 1ncll:str14l eorporat1ona 18 .:tnvaUd· 

1:1. that: (1) Cot'l?~ra:!.ve e~rninss d4ta for tbe year5 1964 to L968-

show electric ~tility earnings at a bigh~r level thaa industrial 

corporAtion~. conu.1ry to P~cif1c' s assumpt10o. of correl:at10D. o~ .' 

risk ."nd return. on c<tu1ty, (2) the operat1c;.a. of A 'Bcll,Sys't~telQ
phone utility entails no greater nor s1gn:tf1cantlyd!fferentriaK 

than tbe oper~t1on of an electric utility~ (3) earuings of1n4U$trial 

corporations 3re not valid criteria for dete~n1og the proper level 

of t61epbone ut:tlity e.lrnings., (4) Pacific did' notgiv6·anycons:l.d

er4tiou to the inverse relationship between return on e~~ty and 

equity rac10, 3nd (5) there are significant 4:tffe:rences betWeetl 
. : 

Pacific and the .50 largest electric ud.lities 48 to $1ze anc(as co 

typa of regulat1on. 

Ie. tbe secot:.d approaen to compa:rable earnings, Pac:If1c"s 

w1t:ness determined th.O.t the current comxnon equ:Lty . earnings level of 

companies b.av1.ng a s.imi14r eapit:l.1 struct'lJre to· tbAt of· Pac:tf1e is. 
about 11-3/4 percent. V~rious opposing part:tes. consJ.der' this 

approach invalid because it txe0. ts· onlywithtbe port1on of risk 

related to capit:.:ll St'r\:cture and does not cons1d~r the port:LOn" of. 

riSK related to- the types of operations., 

:tn tile third approach to compGrab-1e earnings. PaCific's. 

witness first establisbed a reccnt S-year aver6ge of'&.Sfo:r tbe 

perce:\taS(~ of Pacific':;. dividend to avexage 'book value... He. eben. 

esttmat~d that a S.3-pcreent growth 1n earu1cg~ was expected by . 

inve$tors as evid~\" . .::ed bY' ~o.e ~nnual pcxccccage :Leerea.seinea~ngs. 

pcr sh.1re ~~rie~ed by large u1:11.1 t:ie~ .. 'banks, anct 1nciust:r1a;'.:i' 
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corporations over 4. recenc'lO-year per1o<i.' From these, f1gW:'es. be 

es'Cima.tc<i that ll.S-perce'tl.t r~curo. is req,uireclto-meet pacific' .. 

equity investor expectations. 

As point~d cu.t by se",eral of 'Chepart:Les, the rat10'll4le 

for th1.s tbird. approach ~s not clear. 'Ib~ percentage' of, Pacific's. . 

divid.e.nd. 'Co book vallJ.e is a. fua.ct1on of Pac1f1e' s percenuge payout 

policy anG this is' controllable, with1n limits •. byP'ac:i.f1c ',s :DoUI.4ge-· 

mente The annual rate of growth of earnings per share of·ottl.er 

corporations 41s~ is dependent upon tbe policy of,tbose' corporAtions 

regarding' the percentage. of earnings to be retained' and re!nves'ccd 
, ' 

inpl.o.nt. Ia. any event. ad.ding the two- pereeneagesdoes not appear~ 

to Mve any relevancy totbe returu on equit:yexpected bytnveators. , ",,: 

'Ib.e w1tll~sS on rate o~ return rep:resenti~ tbe City of: , , . 

Los Angeles presented rebuttal testimony pointing out alleged, ' .. 
defects ia. the approaches used by Pacific's. witness on1:ate of 

return. Some of the principal contentions ra1sed' in this portion 

of the presentation of tbe Ci~ of Los. Angeles are:. 

1. Comparison of Pa-:if:tc's =::tes to· the rising 
pattern of the Cor.s~er ~ricc Index anclto, 
the rising le"'el of l>acifie's plant investment 
is an" overs1.1XIpl:f.f1cat:10n •. 

2. Pacific's projeeced est:1mates of increases in 
f~tu:e embedded CO$~ 0: ~ebt are overstated. 

3. PacifiC's three approaches to a reasonable 
retl..1rn on co.uity capital prod.uee resw.ts 
which exceed th~ returns r~cently allowed 
'Bell System telephone utilities 'oy this and 
oCher regula~ory cotm:liSSl.ons. 

4. Comparisons ~th earni~s~ of industrial 
com?.::.nies have been rejected in tbe- pa$~ 
by reg~latory commi~s1oD.S. 

5. Pacific MSc not ::.u'o:.tanci:.ted its allegation 
that risks of telephocc utilit::,es are gr€:.:a.tcr 
than th.ose of electric utilities. 
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6.. Hiatorical levels of dividencls and earaings. 
per share are not pertinent to adeterm:tnac1oD 
of reasonable rate oi return. 

7. Pacific does not give adequate reco~n!t1otl to 
the significance 0: ~es. re~acively aiga equi~ 
ratio as 11: affects the race oi return to Oe 
allowed on equity cap1cal. 

8. 'Pacific docs not give recognition,to the rate 
of return eonseque~ces of its affiliation with 
tbe Bell System. 

9. the fact that 'Pacific's io.terscate e.arniDgs are 
higher t~n intrast..:l.1:c eaml.nlts snou.ld be " 
recoguizecl in cQm?"1rl.ng Qvera.tl ret\lrD.S realized 
by Pacific: witb cnose or ocher entities. 

In developing a recQmmcndation on rate of'return~ the 

witue:s.s for tbe City of Los. Angeles sc.lrced with· the o.9-~rcent 

return found reaso'C4ole for Pac1£:tc in Decision. No. 74917. By 

substituting the recent level of ,embedded cost of debt for the 

embedclecl costs underlying the 6 •. 9-percent returD;io.DeciSion,No. 

74917 ~ and holcling constant the allQwallce on equity ~ the' witness . 

derived an updated return of 7.31 percent on: totalcap1tAl~ Based 

upon the nomia.al increase in return on equity actuAlly' exper1enced: . 

by other ~ll System operating companies, in the past few years', 

the witness added only 0.04 pel:cent to- overall rate of, recum£or 

inc:reascd allQwed earnings QQ eCluity~ ra1sing ... theupdatedre'tUrn'· 

recommendation. to ,7 .35 percent, round.ed upward t07 .4' percent.. He. 

then adeled 0 .. 1 percent to give recogn1t10t1to"th~effect of·.,dcS:t:.-
. . 

tlonal dc'bt financing which, wOos 1tI:mitu.~nt bu.t not yet effecte<f at' 

the- time he, prepared his exhibits. His final conclWl1on tb~ ,was 

for a 7.S-p'~rcenc retu.rn 01:1. i1:l.trastaterate base ... 

The CO'aJI:Iliss1on staff witcess on rate of· return did not 
. . 

IJ,se a "cotnparal>le carnings" approach in determining his recomme~cia-:' . 

t1on8. Hest3ted thac such an approach involves ehe· measurement 
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", ~ 

of risk bea»een com~an1e$ or groups of comp.anies and ,Ula't tbe~.:La 

no known fO~\1'la by wb.1ch risk. can be measured. He did:,. hC*ever. 
,I 

I ' 

give consideration to the earnings of the various Bell System5sub-

d<1iaries, of 'the General Telephone COfllpan£ea and o.f ~everaltele

pboQIo! holding companies, because he felt there are ,elements of com

parabUity between such companies and Pacific. In' ac1dit1oll~ be 

testified that he exercised his, informed judgment :t:o-view of the 

Deed.s, cixcumstances and risks pecw,iar to Pacific. He'considered 

many items. some of which infl\!cnced his judgment positively (higher 
, ' 

ret\l1"Q) and some of wbicb ie.fluenc:ed his judgment negatively- '" 

(lowex- re~) .. 

those items which he considered positively include (1) 

Pacific's capital structure, (2) the growth potential:tll,pacific's. 

service area. (3) the trend tow~u:d higher d.ebt cost'. (4). pacific"s ' 

co.ntinuing aeed for large amounts o.f, exeernal' f1u&nc:tng,,,auCl': (5) 

the effects of co.ntinued inflatio.n. 

'Ihose items which he co.ns.iderednegatively incluclc'(l) 
,II 

Pacific's large size. (2) competition as compared- wtth,'a captive 

market. (3) importaace of the- service to- the-_publiC. (4), 'the -genera

tion of internal finaacing 9 (5) the upward. trend of, Pacific-' s 
, I • " . " .' 

earnings over the last four yean,.anci (6) l,>acif:f.~'s affiliation with 

A1'6'L and the control; exercised by that parelltcompany. 

The staff witncs.s testified that he badgivcn ~o.QS.ideration -

to- the various pO$itive and negative fOlctorsin arr1v1ngathis' 

recommendations but had not .:lssigned any specifieQuautieat1ve'.valu.e 

to each factor. His final conclusion was :bata rate. of'r~turuon 
comon equity within the range of 8'.85 to 9' .. 50' ~rce.nt is~easo.ua:~le ' 

and that the cor't'csponding. range o.f ret\.l:t'n ourate DaK,'WOuldbe:" 

7.50 to. 7.85 percent. 
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A. 51774.t 81. Jl 

Pacific developed, througb cross-exam:Lnatioll of the ~ .taff 

witness, that some of the negative factors. which ,~he w1ttaeas~oa.· 

sidered in arriving .at his recommenaationare common tomosctAle

phone utilities. The same may well be ttue of acme of ,tbe positiVe .' 
factors. Since the witness had first investigated ,the ~ang.of 

returns of other telephone comparde8 4S c:omp.arecf. w:tth Pacific,. lome 

of tbe posit1ve and negative factor3 may not be valiclin sucb· 

cOtDp.lrisonl. Inasmuch a$ the w1tneaa was not able to. prOvide-even 

& rougb estimate of the relative weight given to each positive and 

negative £.acto'!:, it i& difficult to 4eterminewbat tbe .ffec~woul4' 

be 1£ we dbregarded any specific factor forccmparat:tve purposes. " 

the subject of rate of return was discU8sed.·incona1d.erable ' 

d&ta1l in Decision No. 74917. Most of the general d1:scuaa101l., therein, 

would apply equally well to the current proceedings .. ,'" It nee<lc·not' 

be repeated herein in its entirety bu.t part oftbe diacU8sioa :La 

80 ape as to, warrant duplication: 

"ArJ.y rate of return determination necessarily 
requires the ~i~h1n~ of a number of economic 
int.angibles wbieb. arc difficult.to ce.aSQre oy 
ltatistical com?arisons. In the finalaaalysi5~ 
it devolves upon the judgment of the Commission. 
after weighin; the evidence presented by all of 
tbe experts 'Wo.o-. by cheir tcscimony .. nave &Ow;ht 
to advise theCommiss10n. to de~ermiaeand to ,et 
a fair and rC~$onaole r,nte 0': rccurn for che 
applicant. Ihe tescimony ana exnibits presented 
by the rate of return witnesses. are o~ ~id to cbe 
Commission in sucb detcrcinacion even. tbou.~I:l,the 
individual op1nio\U. oi the witnesses • when 5tancl.ing 
alone, may be inconclusive.1t . 

After careful review of all of the ev:lcleace' pre~ted 

by the various witnesses 00. race of return, ~e are of the, op1n1on 

that a return of from 8..50 to 9.50 percent on rate' base aDd' a return· 

of from 10.7$ to 12.75 percent on equity, as recommended" by P~cif1c,ra 
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vimess would be excessiw. On the other hand., we. are corrvinced:, 

that the 7.5 percent return on rate base rec:om.endedby 'the w:tt:l:less 

for the Ci~ of tos Angeles 'would not be' adequate. We consider 

11 7.85 percent return on rate base and. a correspond1ug., returxiof' 

abou.t 9.50 percent on cOl'lI1\on equity to· be reasonable.' 'l'hese 

returns :lore w1thin the 'r4nges recOU'IIl\ended by the COu=:r.sa10D staff .. " 

In prior decisions the Com:nission has been critical of 

Pac1f1c',s holding its debt 1:'3.tio below 40 ·percent. SiDce the 

last rate proceeding 1>:1c1f1c has taken steps to increase its debt. 

ratio,. which is. expected· to be over 43 percent by the end of the 

year.. !he higher debt ratio provides ad.vantages to· customers 

reauld.ng from the reduction of Pa~ific t s income tax~ It also: 

provides. benefits to equity stockholders resulting from the: 

leverage of a slimmer equiey.. 10- the extent possible .. c:onsutent 

nth ma1nt:a:lning. the high rating ofPacific:" s bonds'~4Z'1ddepend:lng 

upon market conditions at the t'1me of 'issuance of additional· 

sec:w:itie~ .. we would like to see Pacific mainta:tn., the 43· percent 

d.ebt ratio or even increase it .. 

Revenue Requirement 

In order to produce a 7.85 percent return on rat~ base 

for the test year 1970 .. Pacif1c's gl:OS$ revenues after toll: settle

ments with the independent telephone companies must beinc:reased· 

by $oSSA million. 'Ih1s is an increase of 3.5· percent over the. 

corresponding gross re~enues unde.r present' rates. 
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.' I· . ' , " 

" 

In deriving the re<l.uired gross revenue increase .. we ' 

have not used tile net-to-gross mulciplier derived: by the s'taff· 

in Exhibit No. 66. 'the staff f:tgw:'edoe~ ~~, giverecogn1.d.on 
, . 

co tbe expirat10n of tbe feeleral income tax surcharge nor to 

the lower effective seaee corporationfrancbise' tax rateonincrc-: 

mental income resu1t1ng from elle consol1dated~,Bell System:.re,eurns '. 

required by state tax authorities, as bere:i:l1>efore c11acu.saed.. w. 
bave given recognition to a so~b4t higber"Ievel of Uncollectibles 

than estimated by the ~eaff, as. indieatedb; ~b8 ~ctual. 1970<expe

nence of Pacific. Consistent with the rejection of, the percentage

of-revenue basis for allowable license, concraet, payments 'to"AT&I',; , 

we bave noe included any factor for :tncreases in this item': The 

end re3ult adopeed :l$ a nee-eo-gross mult1pl:ler of 1 ... 967,~ rather 

than the 2.135 derived by the staff .. ,''l'he lower multiplier results 

tn a lesser increase in rates. 

Raee Spread 

After determining ebe revenue :lecrease required eo·pre

duce 3 reasonable return, we are always faced ntll ttleproblem, of" ' 

dec:idiQ,g ehe proportions o,f t:he increase to be 'derived from,tbe- ' 
, /" 

various telephone and relaced services provtd.e(lby~ and:"tbe var101J,S 

geographical-areas' serveci by, tbe utility. In- suel1·deecrmicat!oc.S., 

consid.eration must be given t:o many fa~tors anci, Object:lv~s,.; ,.some 

ofwtU.-::h .1re c:on£liet:1cg. For exam?le, it is desirable that:, races 

for ea.:h type of s.ervice s\,1pk>0rt the full allocated cos:ts'and 
.,. . 

investment rC!l.lcc:cI. to the se:vic:es., but r!g1dadherence to tbis 
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princ1p1ecoulcl resulc 1n some cbargeswbicb exceed tbe va.l.ueof. 

che aerv:lee.. If, those services are eben no. 10ngeruaec1 by sip1f1-

cane numbers of subscribers .. chis works to· Che c:tetr1ment of all ! 

subscribers due co the red\:ced sources of revenae to cover' fixed: 

costs. 
" 

In ~b1ts t~os. 99 and 100, respec:tively'.Paciftc.and 

elle staff set forehrecommencieci rate spreads at various: levels. of,' 

increased revenues. In general, Pacific recommends obe&in1ngmost 

of the increased revenue from increases in. rates forb4s1c,excbange 

service.. the reat of the required. revenue :i.Dcrease would; be jer1.ved' 

from an increase in message unit· rates sud, increases: in some' of, the 

rates for miscel1..'1neous service and equ1pment, offset ,in.: part>by'a 

reducCi£n in some coll rates. 

In contrast to, this, the· seaff recoa:mencIs. obtaining less 

than balf of tbe incre~sed revenue from tocreases in rate~ for basiC: 

exchange service.. orbe rest of the revenue increasewould~"beder1ved' 

from increases in message unit rates. miscellaneous service and 

equipment rates and toll rates. 

PaCifiC's principal stated' reason for increacingbasic' 

exchange rates and reducing toll r4tes is to- eli~te or at least 

reduce the disparity between interstate and intrast:atetoll ra'us 

for calls of equal m:r.leages.~ !his d1spar1tywas criticized by 

several of the pu.blic witnesses :tn tbese proceedings. RecentiucX'easC!s' 

in 1nters'tatc toll X'ates bave reduced the d.1sparity.bowev.r. and it 
, • c I 

dOes not appear reasonable to- obtain as much of the' required" ,revenue- . 
- . -

1ncre4se from badc exchange services' as is recommended by Pac1!1c. 

On the ot~e= har\d. too great an increa.se in toll rates could-dis':' 

courage toll use and ultimately be to thf!' detria:ent of ·all~c·J:ephone 
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aubacr1'bers.. lle have adopted whaewe feel' 18 '& re&SODablemiddle ' 

ground between the recommendadons of Pacific: a:D.ci' the ,staff.. 'rh:1s 

result:s in the diseribution of the requ.i.recl1ncre&S4l' in revenues, 

after settlements,. as follows: 

'table rv 
Sources, of Incrensed Revenues ' . 

Rates 
!&sic Exchange 
Message Units+ 

M111ionsof $ , 

M::tscellaneous & SU1)olemencal: 
Increases . 
Eliminate Color ~es 
Other Decreases 

Toll: 
Net Increase 

IncX'eases+ 
Settlements 

Net Increase 
Adjustments : 

Conversion of 7 & aMMO to Tolll 
Credit for Toll Coerator Savings 
EAS Settlements 

Net Adj\1Stments 

'tow 

J..5. .. 4 
( ~.,Q) 
i.ll) 

$ 10~3 
14 .. 0' 

10.3 

14.2 

6.6 

55.4 

* Savings estimated by staff. resulting from reduced 
operating handled calls under tyOe ox toll rates ,.' 
authorized herein. ·.nm ,:u1l t'1.aw .. thro\l¢ of 'Chose 
savings to Pacific's eustocers .. 

+ After eonversion of 7 & s. MMU to '1'011. 
# Effect at present rates .. 

Basic Exchange Rates 

Having d.e.termined. as shown. in Table rt, that approx1-

m&tely 10 lldl1ion dollars of the revenue :Lncrease is 'co' ,be re~overed 

from increased basic exchange rates,. we 1IIUat further determine . how' 

this increolS.e is co be spreacL .lIllong c:he various. geographicaf areas

.and' various kinds' of service., 
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Pae1fic .lad the staff both coacluded tha1; ther~ should ' 
. .' ," , 

no longe: be ~ differential in basic- rate levels beeween San Diego' 

and Orange County US rates wb1cb. b.4ve- resulted; iu b!gher rates for' 

Orange County. '!'he City of San Diego presented testimony and; 

argumeacs showing chat $.ln'Diego rates, his.to:1cally- have be.eo.4t ' 

times less 'Choln and at l:imes more than Los Angeles aue! San, Francisco. 

rates, but that a reasoaable balancing of the m£!ny c:~~~e::,ati:>ns of,' 
" . -\ . . 

cost and v.o.lue of service calls for tItlifom, r.o.t:esin che tbreea:ea.~ 

The Californ:1a. Farm. Bureau Federationextendstbat ccnclUs1on, on4 

statewide basis, citing tbat value-of-servicefactors for-given 

geograplUca1 areas, such as st.ation availabi11:y, tend to-, offset . ' 

cost f,act01:S such .o.s rela.tive rates of return, oot&:C.ned,from'telephone 

operations in those areas;. 'the C~tyofSac::ramen.toargtl.es- that sub-
. ,,', 

scribers in the sub\l%bs of Sac: ro'ltllento , should> PAY higher rat~8than: 

those !on the city, but we can. reasonab-ly assume th3t' the C!ty of 

Saer:anea.to, would oot object to the remowl of the, present rate' <i:tf-
", 

ferent:1a.ls which. have resulted in higher ra1:es ,for Sacramento-sub

scribers than for those in other large citiessucb: as,· San Francisco" 

Los An8eles. and San D1ego. 

Most: of Pacific's present basicr.l.te d.ifferent1als:between 

geographical areas in 'Che state s1:em from ef£or~s to Q~re ae~ly , 

equalize rates. of return achieved by- Pbc:ific in, th.oseareas~ As,' 

pointed out by tbe Farm, Bureau Federation,. perhaps toomuehempb.a.sis 

bas been pl..:1ced upon cost of service as opposed to v41",0' ofse~ce, .. 

For example ~ within anyone exchange ,tberemay- be' wi<ie' 

va.riat:1oo& in theoretical cost of similar servic:es, d~' to' the 'relA~ 
tivc pro>:imity of subsc:ribers co 3 centr.:ll office. tl:1e-:agc'ofthc 

telephone instrument .. md c:onncc:-c1ng lines and many ocher: items of 
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expense 4%1<1 rate base. In 11JD1t)iDs together' all cuatomers . in a , 

given geographical area for the purpose of checking rate of return •. 

• we tead tQ .average ou.e the variations within the .'particular area... 

If we wc:re to adol"t a scatewi.de level of basic.rates. we Would 

merely be a.ver3ging out the variations over &-l&rgerarea~ 

Subj ect to reveiw and mod1f:tcaC1ons in the n~ rate 
, .";J" ... 

, . '.,..,~- \ 

proceeding if unanticipa.ted- adverse effect:s are experienced ... we 

cou1.der it reasonal>le in this proceeding to ~tablish uniform 

basic rates throughout Pacific':s territory exc~t that.., in areas 

where optional mea.sw:ed- business rates are not yet available~' 

business :eatC3 for l-pa.rty fla.t rate,. 2'-party flat 'rate. PBX b:UDk 

flat rate service and semi-public coin box service' will be lower 
, 

than in areas where optional measured business rates are a.va1lable~ 

Lifeline Service 

In. Dec:lsion No .. 74917, weestabluheda basic m:l:nimurn . 

service at the rate of $2 .25 per montll w:i.tha message allowance 

of 30 uni::s,. irrespective of whether l-Pa.r1:y or, Z-party semee 

:ls used,. in those areas where residential message-ra.te . service, 

was then or thereafter became available. with- the only restriction 

be1ng thae no more than one suc:h servic:e may 'be established for 

each dwelling. unit.. No change:!' will be made in- ,thisserv:tce. 
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Commercia.l messa~e rate PBX t:I:UXlks are· 'Presen1:1y" 'X'&~e4 

.. II f~:J;lows: !he first two tt'\mks of a PB.."(system. cost' the same. 

as the exchange business l-par1:y message rate but 'with. zero-- mcSa~ 

allowance; each. add.itional trunk costs one-half 1:he.rate ·for·~ 

t:ruDks. 'Ib.is 2-tl:\1X'lk minimum was adot>~ed a'Pparently~c> 111sure 

.~~e service on a small PBX system. '1'h!s\ req1.lirement .:I.s un·. 

necessa.:ry since the customer is able to order as many or as few 

t::r\mka as he wishes and thereby obtain whatever trunk. service. quality 
I 

be wishes. In ExMb1t No. 69', the staff proposes th&~t:these 'b:uxIlCs. 
be 'Priced a.t a. rate equal to one-half the l-?arty' business message 

rate (rounded to the next lower 5i) with.. a .zero- message allowance. 

'!his recc::m:nendatioa. appears reasonable and', will be, ad09~e4 .. 
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.:.: . 

The st3ff expressed concerntbaC, under the present·tariff" 

provisions, 3 hotel theoretic3l1y could demanct: an ,unreasO'?"'ble number 

of trunks in execs:. of it:5 aet~l necd.s OeC"\lS8' hote,lmessage-rate ~" 

?BX trWlks .2.re now fw:u:Lshe<i at no, eba.rge but with a,prem1um:message 

rate 0: Sq... !'be stolff recoacended tholt, cons!stea.c w:ttb. the urdform< 
ra.te for flat-rate trunks., hot'elmessage-;ace trUnks 'beoffe~d: A~ '" 

• I' 

the sallie monehly rate. allowance and message rate as-.other .c:ommerc:£41 

cxunks-. Woa find that this' recommendation is, reaso~'I>le: .and. 'shoUld" 

be adopted. 

OpCiOMl Residence Teleohone Service (OR"rS) 

Tb1s service is an optional expanded: calling- area :serVice 

.availa.ble for 3U 1ocremen:al charge in several exchanges' 0: the. 

San. Francisco ~nd Los Angeles extended areas. In' Exhibit No',;;.69;: -
- ' 

the staff suggests that the incrcUlCntoll cbarge for this,serv:tc:e be .' 

iucrecsed :1t approxim.tLtely the same. percc:ltD.ge as' ebe :tncrease in 

ehe message unit r~tes. 'This charge was reviewed aud':[nc:reased;last . 

year.. In view of that increase, no- further increase 'is made at ' 

this. tixne .. 

Message- Unit: Serviee and ~css:l\:te Rate Service. 

BOth Pacific olnd the st3ff have recommended, ~bat the, 

present mess.lge unit rate of 4.05i be increased, to 4.5e. General 

':telepbon~ Comp-any MS recommended tb:lt th!$ rate ~ ia.C'reased:to 

Sip which would incre.:1:.e that utility's revenucs. from settlements. 

'I'be staff concedes that event1J.:llly the difference bc'cweeu me':Jsage 

unit r:l1:es .:lnd unit chArges- for toll calls ~bould be~_ el:tm1M.cect'but 
, , 

recO'Dl!nend.s t~t full el1mi1loltion of the cl:L£ferenti41not·· be Ulade.at 

this ti~. w~ concur with this reeom::endat1on,: O\!'Ccons:[der 4.4¢ , 
,I' ., 

co be a mor.;: <l;:>~ropri~t:e incc~i-m :;tc~. Co'O.sistent: witht:h:i:$ p tb.c' 

rate for c:1l1s in exeess of the olllowanee \,\ndcr ~ss.:xger:ltc,.serv1et: 

41::'0 will be- inere.lsed to 4.4e. . 
Pacifie,proposes ch:1t che mess.lge \,\n.1t rolte for residence 

fl.lt-r.lte !orc:isnf:xch.:lnt;e, service in the S.:tn Fro'lnc1sco~Extended,: . " 
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Area be increased: from 4.0Si to~. '!he st.lff concurs in this 

proposal. It will be 3dopted. 

PBX Equipment 

This category includes PBX manual switchboards.·a.nd'd1al' 
., " 

systems. other spc::ci.ll-type switchboards sueD. as automatic hold: 

distributors _ tc lcpbone answering switchboards and ,associ.ated~U1P- , 

ment arr4ngcments.. .In 'general. the s~1.ff concurs in> Pacific' s 

proposed rat~ increllses for these categories., !hose increases 

are adopted. 

:the staff proposed that rates for noncabinet-type PBX 

equ1pmcnt be decreased when sucli equipment' bas been. :1n Use for more 

than S years. Cross-examin.l.t!on. of the staff witness OD., tbissuOject' 

4isclosed tbat tbere could be ser:t~us'complications in attempt lcS 
, . ' 

to implement this plan~ especially where only' por~~oo.s of such' 
. 

equipment have been replaced. !be staff recommendation. 18 not· 

adopted at this time. 

When the rate for cabinet-typeequipmentwase-stabt:tshed~ 

au exception was made for .a staall number of customers wbo-had,' this 

type of service but were receiving it at the lower non-cabine1: 

type r4te. The stolff recommends :Ln Exhibit No. 69' that this exception' 

treatment be discontinued 3nd that rem:d,rling. customers be permitted 

to change to nonc.:lbinet-typc- equipment p 1.f they so; desire~ w1tbout 

payment of basi.c term1n.ltion chAX'ges or 1nstalla~10n chaX'ges. pX'o- ' 

v1ded this is done within 60 days after the- effective date ofrev1sed 

t"ates. in tbis proeeedins. 

:ts Cldoptcc1. 

Centrc)C 

This suggcstion appears reasonable,aDd., 
, . , 

A lcwcr cxec?t:ion roltc tre.lt:::ent s1-milarco 'chat discussed', 

1.mder '~BXEquipmcnt" was establishccffor certain. cllbinet-type '. 

, " 
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Centrex: equipmenc. 'l:be staff recommends that this special ,rate 

treatment also be discontinued. this recommendation is &dopted~ 
" 

SiDCe Pacific's application was prepared,. aeparatera1:es, 

for c:abinet-cype c:ustomcr locaC1on. Centrex bavebeen •• tabl£Sbect' 

at « d!fferential above nonc:abinet-type equ!pment~ ,lbe scaff ' 

concurs in Pacific t s proposed increases in. noa.~c:ab1net Centrex. 

and recommends chac che differential becween cab:laet and.' nODCabinet 

equipment be maintained. 'l'his rec:ommendatioa. 18 a4opcecl .. 

Servic:e Connection and Move-and~Cban~e Char2es 

'the pri.ncipal cbanges in these cbarges proposed by Pacific 

are an increase in the basic business servi.c:e c:onnec:tion charge , 

from the present $15, to $18,,., au increase :f.n tb.e resi4ence" s~c:e 

coanec:eion cb.u:'ge from $10 to $13 and' theel:1m1nat10nof c:oXltlect!on" 

c:barges for residence extensions ulstallecl at the 'time 'of' main 

aexvic:e ins~llation. 

Tbe staff disagrees witb PaCif1c's proposal,to, inc:re4se 

connection cbarges and to provide free connection of" residence 

extensiOns when insealled c:oncurrently ~th mainserviee 1ristal14~ 

t10ns. Pacific:' oS proposal 3ppears reasonable." however ~and should 

proVide a more equita.ble spread of installation .costs. Pac:i.f:Lc: f 3 .

p~oposal is adopted. 
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tons Cords 
, ' 

In 1968. the Commission ordered, tbediscont1Duance of 

long-cord "credit'4. Prior to that time, no' installat10nebarge was 

applicable if a long-eorcl customer cbangecl resideuceW:Lthin dle',', 
, 

same excb.'lnge. The discontinuance of this credit r,esulted in ratber 
• . .:, I' ", . 

w1despr~ad customer ciis$3tisfaction. Pacif1c uow Mtaks to' restore 
.\, ... ,' . 

the credit for long cords and to expand it to- include moves comp4uy- ' 

wide. It further proposes redactions in ins~llat:Lon,: charges 

for such cords. 

'the stolff does not concur with Pacific '5 proposal." ,'lbe ' 

suff contends that cOst studies show ,that long-cordreveaues sbould 

be 1ncreased r3tber than redw:ed. but did' not present, any of those 

studies. To reduce the apparent mis\lllderstand1ng of;subscribers 

that payment of installation charges mean that they-have' "boaghttt 

the long cord, the, sufi proposes a reduction in long."eord:, instal:-
. " ,'. '. 

latiOIl cbarges and tbe es'tablisbment of a monthly rat~, applicable 

toncw 1nsca.llat101lS. The seaffcontends that th:tspropos.al v:tll 

result in long-cord revenues more neuly approaching;,actualc08ts~ 

Restoration of the long-cord'cred!t,and reduc'tiozi.:of 

installation costs as proposed by Pacific should alleviate the' 

inordinate 4lnOunt of customer d1ss.U:1sfaction· 'whicl\bas;been, 

raised. 00. th1s subject. Pacific:' s proposal isa.d.o:>ted'~ 
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Color Sets. 

When color sets were 1ncroduced, aome 20yaara: 810. the. 

eolor eh:1r&e was $10. In 1966 ,the CQtIID1aa10fl. redaced, th1s"~' .. 

to the present SS. It Ms.. been. generallY\lD.derstoodtbat this elw:ge 

would be eJimi"ated After the proportioD. of' black· sets waS saffic1enCly 

low as to ... 'Void exceasive black set ret1.remen1:S. 'the- staff. propos. 
. . . ' . . 

'that this charge be eliminated over the 1leXC several years. byreduc1rig: 

the color charge by $1 a year until it" becomes zero. !venwithtbe 

eU.m:fna:d,on of the cha.rge for color sets, customers. rcquest1Dg:c:ba'nges" 
• , '. I, • 

of inst:l:1lments from one color to- "",other or from b~to· a:colored 

set would sd.ll be required: \mder P01cific'a 'tariffs to- pay ,for ·the' 

cbaDge. It thus. do~8 not appear likely that, thecocaPlel:er~Val.of 

the color charge a.t this time would result inanexcessi'Ve amoUnt' of 

black set retiremen~. !he order hue1n remove; the! c:harge::forcolor 

sets .. 

'l'he staff concurs 10. Pacific l s rate proposals 1nthe .re

ma:l.Dder of the groul> of miscellaneous items. the' rate.-c:b.a1lges 
. . . 

generally give reeogni:tioD. to rising cos.~ of the offer1ilgs. appro-
. '. . 

pr1ate interre4tionship.. of rates and· ratebistoxy.. Most'o,f. tb~e' 
. " . 

rate 11lcreases are limitecl to a. maximum of about 2'50 percent~· Pacific's 

pX'ClpOsa.ls are adopted.. 

Private !.inc Service. 

Pacific d1d not request any increase 1n ratesfoX'pr1~ate 

line service. Pacific's. witness pointed out that. eVeD4tpresene' 

r-'1tes, the introlSt.:I.tc rQ.tes .lrenot cOlnpecit1ve wi.th interstate :rates •. 

'.Che stAff contends tM.t.1ntrOlStOlte toll privQ.te line earnings. are ',low" 
compared with toe.o.l intr~ tate eQ.mings· and, re::otaale1'lds.tha1:.' pr:t...,ate, .' 
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line service rates be increased. In o~.rnot to1ftCreaae che 

dispa=iCY between interstate and 1ntra8eate Tates for ~h1a type 

of senrice. no increase \01111 be a1.:thor1.zed a'tth1a time. 

Conversion to Toll Routes 

The staff recommends conversion of the present 7 and ~ 

mes.age unit routes to toll. Stmi1ar coaversionsof-tben·~st1ng 

9, 10 and 11 message unit rolJ,tes to· toll routes were- ordered ,in, 

1968: by Dec1s10n No. 74917. We find that the st&ffrecomm~nd4t10n 

15 reasoaable and should be adopted. 

MesS3ge Toll Rates " 

Message toll charges constitute over half ,of, the aver~&e 

residential telephone 'bill. Pac1f1c and the st&ff eaeh recommeDded. 

.everal changes from the present rates. 

One of che chae.ges propose<1 by ~ac1f1c for its mess.age' toU ' 

rates is to'escab11sn a un1foxm, 1n1t1al-~ri0<1' rate for person-to

person. calls. 'the- presen.t 1nit1a.l-per1od rate is lower in the,evening.. 

" 
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handle such calls :Ln theeven1ng are pd.d~ at a: b1gber :rate Uwl'tbe 

operators who handle daytime calls. 

Anoth~ change proposed by P.:ld.B.c:. 18 1:0, 8$tablish 'a 

separaee schedule of r.:ltes for calls which, require '1:b.e' aSs:Lst8nc'e of 

an opoerator p include a third-n'Dber, call" credit card call;, ,collect 
. . . " 

c:all" and req,l.lests for time-and-charges. lbose' types of,,'ealJ.s are 
, , ' 

more expensive to furnish than calls which the custcmer d:Lal.s:'h1mself.' 
, ~ . '. 

Calls which are sent paid and are' di,lled d1rect: by the CWJtacer '&1:'e 

the leut expensive to 'fw:n:f.sh. Accordingly" Pacific's propOsed rates. 

for such service are at a lower lev,~l. 

In 4dd1d.on. Pae:Lf1c proposes a 'DeW' redueed n!gh.t 'r.ate~ DDD· 
, 

(&cct d1sta:c~ dial:1l'lg) schedu.le.'~ppl1c:able during the hours of ' 

U p.m. to S. a.m. da1ly plus. .lll di.;i Sundays. atld boUdays.. ''l1l:t$ 

schedule would reduce the r>resent lowest rated'maximtlm. di:stancecall 
, , 

¥1th1u Ca.l1fornia from 8S¢ eo 49t. Onder this plan~ 'there would'be, 

three levels. of rates for DDD calls: ' Day ra.tes" eveD.iug: rates anet" 

night rates. DilY rate d.me periodi would be from· S·a.m~to- 6·p.m. 

(111 lieu of the present ~riod of G a.m. 'CO- 6 p..%ti.) 021 MondaY~ougb., 
. '. ", 

Friday. ' The 1n.temecli4te evening rate time period: 'would 'be frem' 

6- p-.m. eo II 1>.m. ou Monday through, Friday ane! from" ~' a..m. 'to-' 11 ~m." 

OIl SaturdAys. 

Por operator-handled calls,' Pacif:tc r>roposes. two" levels 
I. ,'.. , •. ,' 

of ra1:es: DilY rates. ~d eombined evening .and night rates. :.s':[n 

the present r.:lte schedules, there would be a bigber'level,of,rates.for ' 

person-to-per::on calls than for st4tion~to-sta.tion calls. SUl:'cb4r,;~, 
'. ' " 

r.o.tes. 

!he st.:lff ~ees ingcne:eal withPilc1f1-c's proposed'reViS~ 
" ," I. ~. 

ions 1n fOm.:lt. In the night rate, for :O:OIFQlls., the st:lff:propos~i 
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aD ini~lone-minute period. 1nste.ad.of reta1.n1ng. the tbree-minute 
'. " • ,'! ,,1-,... . 

iDittal period. as proposed: by Paeific.' In add£t:Lon. tbestaff 'Would' 

ch.arg.e evening rates on Sundays and holidays between 6'p.m. and: IIp.L 

izlstead of night rates as proposed by Pae.1£ic'. 

'the staff also proposes slightly higher .charges thIm. d1d 

Pae.ific for operator-holndled e.alls:t toget:her with. the elim:tnat:1on of 
, . 

aurc:h.!u:&es for collect :md third-number CIllls.' We concur with most of, . 

me staff f s suggestions. but there do not appear to' be sufficient' 

advantages to a. one-minute 1nitialperlod for u:tght rate DD1) ca.l1s to 

warrant deviation :fl;om the tb:ee--lllinute 1n1tia1 period. 

'tb.e toll rates authorized' herein are essel1t1al.ly the staffts 

proposed day anci evening rates:t ...,itll minor modUicatton· of' '$~e.of 

the c:.ba:rges, 4nd Pacific's proposed 'night rates.' Ibese rates. involve . 
:l.ncre.ases from. 'the present rate levels prim.arily only. where operator 

hand1.1ng 1s involved • 

. B1gher rates for opera.tor-handled.messages~w111 give 'an 

1ncent:1ve for customers to· use DDD. In v.Lewof therap1d:growth..1n 

tOll ~e ruld the difficulties ...,hich telephone utilit!es h.3v~,1n 

h:l.r1ng and retain1Dg operators, ally reduction in 'operator handl:1ng, is 

desirable. 

'.the incremental. costs of operator-handled','tollmessage.s, over 

the cost of DDD messages shoulcl be reflected 1n rates.. A ,study , 

prepared' by P4ci£1c ~t the staff's request ind1cntes. that aSmucli as 

471. a.dditional cost 1$ incurrcci' on anoperaeor-handledmeSsigei.'rl 
" 

comparison with a customer-dialed call. Obviously.,' many operator-

handlede:llls- now produce less revenue than they cost. 

Reduction in the ~ount of· oper.,.tor-h.lnd.l.ecl'~ c311$ will' . 
. , 

result in :J.izc:abl~ s~vin1;s in cxpc'1lse:t which s.o:viugs: ,'<dllflow throu:h 
.' , 

to the benefit of 311' tclc\,hone subscribers in thc'$~tc .. '·· P::Lcif1c,' 
., . 
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made an esd.mace at the rCCluut of the- staff wh1ch,1ndicaces a saving 

of .almost foar 11111110'0. dollars per year will accrue, frClZl decreased 

traffic expense after applic41tion of the new toll ratofomat. We 

have Teflccted this S.1vin& as 01 credit to the rate spread. 

'Ihc fNlttern of h.1lving an extra charge for operator-handled' 

messages. is consistent with the interstate rate schedule .mer_ the to·U 

rates recently intro<!uccd in several states.. Also-~ ,operato:z:...hancll!cg:'~; 
,,- ' 

is om opt1oZ24l service and incliv1dW11 customers, tberef~)hav. an 

opportunit:y to avoid or nrinfmize any increased c::barges. 

the provision of a reduc:ed off-peak rate :ts. des1gnedto 

enc::oarage c::ustcmer use du.r1ng off-peak per.tods on 'the toll 'network 

and thereby either generating. additiona.l revenues or'd1vert1ng usage

frem peak periods for which facil:tt:f.es must be provided: ou'-the to~l 

network. Xhe provision of' an off-peak rate is also- consis-tent' w:tth 

the general structure of the 1nterst:4ltc rate schedule. ,-

Because of conges tion ou the toll ue~ork. on Sunday' 

evenings, 4. reduced rate is not appropr1ate 'for that per1Od~ ,Bxpe:r

ienee 'With the lnterstate toll uetwox:k re:veals that 'there have 'been 

St.mcUly evc::ning. overloads to the extent that additional: c:,trc:uits ',have 
" .. 

been required over the normal a.verage bus:[ness day/ busy-hour ,require- ' 
, " 

ment. 
, ' 

the staff's proposed conversion of 'and' 3~s"age un1t , 

routes to message toll involves those routes in the<Los' ADgcles and, 
- -, 

San Fx:ancisc:o-East Bay extended areas, of 26-~O .md 3l~O' toll rate 

miles., respectively. 'this, recommendatiou 'Was m~de c~ avoid, co~lic:c' 
, " 

with the st:Lff's toll rate proposal and to' gi'"Ie flex:tbi11ey 'in ~ 

further toll revisions. Without th!srcv:Ls10~~ 7 ~d' 8: message~t , ',' 
e.3lls would be ~r~ed core th:m cer6in toll c".Us over ro~'teS' . of', the 
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ace dist:u'l.ce. Even a.t present toll rate$, this reVision. would result 

in a net: increase of al.mos c four, m:1l1:lon dollars 111 axmual revenues,: to' 

Pacific a.fter settlements. 

Dttea Exehan~e Se~e(! 

'l'be telephone me$s~e 1:011 and exchange ne~ork has exper

ienced incl:c.:l.S¢d use in recent years by c:usCOOe:"6' , using tbesystem, for 

data CCltlQ~C:ltions ..md other non-voice USe3. ' 'Ibe texm ttdata." ' 

includes. both diSibl :md ;malog coamunieations. Examples of <ligi'C4l' 

eommuniC4tion.C; include tel~typcwriter, businessmach1ne, and eomputeX' ' 

coamunication&. Examp.les of analog transmisa.ioo. include facs:UD:ae, 
, , 

slow-scan television, teletneter1ngand: other s:tgnalswh1ch ,vary , 

coo.d.nuo~ly rather th.:m. being tr=.smitted in cl1s~rete puls~~, ,Other ". 

lmusual services include re1UOte control of rad1o·telephonesYstems and 

trans=ission of music. 

In Exhibit No. 69, the staff recommended, a scbedule of rates 

which ult1mately Ulight be' made applicaole to data. exchange service. 

'rbis po~ion of the proceeding'bas beendeferr~dto 3l.1ow other par-

t1es to prepare e'Vidence. " 

Full nilin~ Service 

Comp:Lliaants in C.:I.SC No. 9042 ask that Pac:i:f:!.e, be· required' 

to provide "ful; b:tlingu4l service", so that a sub:criber :.1n' th~" ' 
". " 

portions of th~' sbte wl:th s:ignific=.c uanber3 of Sp.aD.:tsb":spealW:lg. 

residents could obtain essenti,uly the. s.:!Il:e serv:tceinSpaa;sh as. in ' 

English~ 

Numerous w.I:tnesses were p:x:escnt:ed',.by coazplain:m.1:S'to tesd:fy' 

regard:tns the t:elepho:l.C' p:l:ob-l~ encount:cred bY' persons' w~' do not:· 

spe.ok En:;li:>h. Some of these ."itnesses. were· etI1oployceS. ofP~c1f:i:c. 

Ironi.c:~lly. se'Vct'~lof U\oc.e' cmploy4!'cc. who spCakSp.mish'<,eo~:i;d~r 
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Pacific callous in not 'P'rovid.ing full bilingual serv1ce &t DC-.xt:r&" 

cha-rge but testified that they themselves wouldnoc,asa1at Spanish

speaicing., subse-r1bers unless Pae1~!c ptiys a prem1umfO't', th":'l' lin

guistic talenc~. 

H1storically, P.ld.£!e at one' time would not,pernd.t,o'!)eratcrs 

to speak :0- s1,loserlbers 1::1; otl"'.er 'than Znglbh. In more recenc':years» 

howeve1:',. operato't's have been encolJ't'aged, to ,ass13t subscnbe~s in,what-' 

eva tongue the oper .. tor and. subsc:rl~ could: cC1Dmun:tc:&te.ApparentlY9 : 

h~"'8vH' ... this Mol given r1se to a l&bor elisPute.- ;.,s' an&lte'mat1ve .. . , , 

PacifiC has. arranged to transfer Spanish-speaking subscribers to- & 
, . 

prtvate translation service which assists the subscriber. 

There 15 no doubt that s\l.bscr:tbers, who,cannot speak, English 

may find it. cliff1c:ult to-make .0'Derator-ass1stedcalls.or'tratl34ct· 

business with PAcific. Unfor1:Un4tely" ourso-c1ecy ~ppar~ntly has not' 

yet prov1decl £.:..cU1t1cs to· te3chand' sufficient incentive £01:, all' to' 

leam English. ';ole caMot concl":1cle» however 9 tbat, 'it istherespoft81-

bllity of Pacific to overcome fully this clef:tc1ency· ... ' ~e5te'Ps. 

already taken by Pacific :a.ppe3r reasonable ancl no, iurth.e'r' reqW;re- , 

ments w111 be made at this time. 

Fi:ndtngsand Coneludons 

The Ccmrnission.. finds that: 

1. Plant additions of olt least $o1S0 million per yearby 1'ac:lf:l.c 
, ' 

for the ne~ three ye.ars will d.ecreasethe lik~lihoocl.of·service 

problems. 

2. Unc!er existing r3tes and charges for its utility services. 

Pacific's earnin~s for the test year 1910l>1:'ocluee-.arate·ofre~rn of' 

1.02 pe't'cent on an intrastate rate b.1se of s.3 .. 39l .. S00.000~" 
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3. the adopted estimates in Table II of ope'rat:tug 'revenues •. 

expenses~ and ~ate base for the test year 1970- reasonably 1nd!~e. 

the p~bable results of PacifiC's operac10nsfo~chene&r future «t 

the present wGge levels of Pacific's emPloyees. 

4~ western Eleet.ric Company., Inc.- (We~Cern) muatbe eoa.

s1clered pa1:C c: the \,lt1U.ty ente'rp~:tse. /Iocr its prices. show.(1·be. 

adjusted to reflect no g'rf'!ater rate of recurn.on 1ts sale. to 

Pac1f1c than Pacific 1s entitled -to eam on ics.ope-rat::tons. 

5. A.r4te of :ret.urn of 7.85 percent on, a tesc·ye&'r1ncra.tate 

rat-e base of $3,..391 .. S00.000 and: a con:espo~ing: recur&:1of 9 .. $ per

cent on common equ1ty are reasonable. 

&~ Pacifie is entined' to- increases of $28·.2- mi11ion1n net 

intrastate a.nnual revenues to- raise 'its testyea.r rate of reCurn 

from the 'P1:esenC 7.02 pe1:centto· the 7~8S.·p;rcent •. -

7. I4A increase of $55..4 m1l110n1n gross annual revenues •. 

&fter set:tlements with independent telephone compan1es and' based 

upon· the test yea-r 1970. is justified. 

8. Based upon tae 1:'eeo1:'d herein,. ~e 1ncreases in rates. and' 

charges authorized herein are justified;: ehc r.o.tes .and eha.'rges 

authorized here1n are reasot'.a'ole; and.. ehe present: rates .. and:, C:harges. 
insofar as they d1ffer from chose pr~scribedherein. are forehe 

fueure unjust anc1unreasonable. 

9. Seeps taken by P .... e1f1c :0 assist subsc1:'1bers who· do not' 

speak English have been reason.o.ble-. 

-59-



A. 51774 et: al. ek 
, ''', 

10. In coa::pl1mce. with Rule 23.1 of this CommissiOn'.Rulea of 

Practice and Procedure promulgated pursuant to the Economic ' 
, ' 

Stabilization Act of 1970, we find and, determ:(.ne. that: 

a. lbe rate 1ucreo.se is. cost-just1fi~d. ,Since Pacific's 

last rate ,case all,significant opua1:1ng expe'DH account. 

have ShOWll increases.. '!he increase 1n aperattng revenues 

has not been sufficient to' absorb- the ' 1Dc::reased;, expenses., 

b~ the rate increase does not reflect £UturefDf1ati~ 

expectations.. It is based' upon 1970 test yur operationa 

and all of the items of inCl:'eases in expenseo. c,ouSido~' 

herein are definite and have been meuured·w1th·respeet:' . 

to their impact upon total operatin,g: coats .. 

c. Ihe rate iuCl:'ease is the minimum required to assure 

cont1nued~ adequate, and' safe service... W'1thou.t the 

increased rates authorized hereiu Pacific's, &bi11ty to·' 

attract the capitAl uecessary to: continue its eonstruc- . 

tionprogramto meet the basic need for telephone 

service would be impaired. Further,. without the autho-' 

rued rate increase certain maintenance 'programs. would:,' 

have to be Cur1:411ed and' service would· deter1orate~ 

d. Ihe rate increase does not reflect. lAbor costs in,excess 

of those allowed by Price Commission- po11e1es~ , ,'nle' 

inae&Se 1n wates and fringe benefits reflected· 1n the 

rates authorized herein werepreser1bed, :ln, contracts, 

entered into· prior to November 3, 1971.. S\1ch::contracta 

have not been disturbed by the Pay Board:. ' 
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e.. 'Ihe rate increase take. :lnte> aCCO\111t expected aDd , 

obtainable productivity gains including ga1nsto, 'be 

realized from the revised rate structure. 
, . 

f. The rate increase Will achieve the min:1mam rate of 

return needed to attract capital at reasonable coats., 

anel not impair che' credit of Pac1f:tc. Experts, testified 

1n this proceeding that without an !ncreaae m rate of 

return Pacific's ability to attract capital woUld 'be 

impaired. There was 110 persuasive evidence to-:.contro

vert this testimony .. 

g. l'he procedures of the Comm:lssioD. provided for reasonable 

cpportun1t:y for participationby' all :lnterested:,persons 

or their represent.e.tives., Notice of, the' hearings was 

sct to all cities and cO\mties within· Pacific"s ,service 

area. !he public. 'Was notified by advert1sementa1D: 

newspapers of gcueX'al c:ll:~lation. E1gb.t::y-onec1aya. of 

hearing were held in various parts of the' State for the 
'. " 

pm:pose of providing· an opportunity for· the' public: to> 

appear. 

The Commission concludes that:. 

1. Pacific should be req,uired to install at least $750' mU11oc. 

of plant addition per year for the next three years .. 

2.. Pacific f s app11cat1onfor rate increases should. be denied· 

in part and grantediu part ... 

IT IS ORDERED that: 

1. ~1ng each of the years 1971, 1972 and 1973~ the Pacific, 

Telephone and Telez:rapb. Company (Pac:if1c:) shall install aC'leaat 

$750 million of ~lant additions. 
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1. On or after the effective date of t:h!s order'; Pacific· 18 

author1%ed to fUe the revised rate schedules attached' to- tb1.aorc!er 

as Appendix B .and. eoncurrencly. co cauc:el or modify iespresct 

tariffs to make them cous1stent therewith. Such. fU1Dg ....,be .:l.D 

the form of the schedules :tn Appeud:tx :s. but shall be brought: • to

the standards of General ~c1er No. 96-A withf.n thf.rty' days.·· 111. 
". , 

effective date of the revised schedules shall be the date of f~. 

:the revised schedules shall apply cml.y to: serv.tce rendered. on' &D4 

after the effective d4te. 

3. 011 or dter the effecd.ve date of ,'1:h!a mer. 'each . 

respondent :tn Case No-. 9045 is authorized to-fne fordgn. exehcge 

aerv1ee tuiffs consutent with the revised. basic' exchange rates of 
, 

Pacific.. 44 set forth in Appendu :a. of this order and~ cOII.CUX'rently, 

to cancel or modify its present tariffs to make them: c:ons1stent· 
1"· , 

therewith. Such fUing. shall comply withCeneral Order No:. 96";A,.. 

the effective date of thereri.sed schedules shall be the date of, 
f:Uitsg. 

the effeetive date of tb1s order is the date her40fw ' 

Dated. at 

d.,- oi ____ ---.;A ...... U_G;.;;.U.;:;.ST~_. 1972. 

Y.1.'#s..........i 
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E.J.t~'k~ •• II ................ • ..... ,. •• II. • ••••• 1- ..... • • • • ••• 

lJ), '.ft£eles 1- .................................... III" I 

ihf_e, (~a(h • • ... • II .... ,.. .... ,.. •••••••• II • II' • • ............. ,.. I- ... I 

J. A c ".frJinr.\. c .. Cvltplalnar,\. o 

Ro-s s 'WorJ.:B&.n .j ... " ..... i •••• to .... 110 .. I- .......... ill 1 
Robert. C. Abr&a5 and Stephen c. Jonu I 
A. If. Hart# /')M Rlbert. J~f1cs, !falter Rook 
and H •. Ralfh Snyd,)r. Jr. ••••••••••••• 1-

(See CQntlnent&l TelephOne Co.of Calit.) I 
George H. Eckhardt anti Richard I-!. O'gers A 
J. A .. )(oore ............... i •••••• I ... , •••• Ii I 

Roberl .... SJW1flcr. J:.turlcc J.Slreet, Hart. T. 
&rJC~nt !:arv ~ R.:·or!C aM "AX U. Hisenar . 1 

JU,chud D. fjravoUltt l..&n1ce Kerd- Leonard L. 
snalder. slatC counsel, lohn J. Gibbon! 
ani J&mes O. Shlel~ ••••••••••••••••• 

Th)rna.! C. lynch by Olsrles A. O'Brlen 
a.nd DonAld B. DaI .................. " .... .. 

Richard J. MOore br JacOb Levltan ••••• 
Dough' J. K.Jloney t.y Thomu G.Heodrldcs 
Richard E. Sala~an. and Doullu A. Levis 
~u H. O'C«.nor. KiUon Hares lnd 
Robert R. La.u,f.hea,j .................... . 

Jo!efh B. Gelsler &.M Abn R. lhtts 
Alexander Coogool~ ••••••••••••••••••• 
t.. S. .Bra.dy ............. • ...... • ............. . 
~,e 5lat( ar~ All~n Grtme$ ••••••••• 
Chesley Norton Gaylord & c.'t"l.l\.er eirkdo 
Pnger Arnet.ergh by (harles E. Kalt$o)O. 
Rourt W. kol$sell anti Man~e1 XrOOl\n •• 

(n.1Jis fossner .................................... .. 
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PARTY 

Pittsburg .. oil ......................... " ................................... . 

Sa.cram.ento ......................................................... i ... .. 

-San D1 ego ......... III ..... " ...................... • ................ ,. .. • ...... .. 

Sail FrAllel$eo ....... " .. " ............... , .... I ..... , ........... ill .. .. 

Seulde ........................ i- ............................ ' ........ • .. • • • .. 

l11ous.a.nd Oaks ............. , .... , • • ........ ,. .. • ........ • • ........ II ill • .. .. 

oa:;OOZA Tl0N3 and OORJioRA TIONS 
AllIed TelesbOne C<opani~ Assoclat.lon •••••• l • •• • 

American Taxpa1ers Union of Cautoml., InC. (Unit 3) 
Apex J&nitor Supply_ •••••••••••••••••••••••••••••• 
Association of california Consumers •••••••••••••• 
bsoeht.1on of Dat.& ptoee"int SerYice organisations 
Business Comounieations •••••••••••••••••••••••••• 
callfornia Farm Bureau Federat.lon •••••••••••••••• 
Calltorni& ra~er-Consumer Information ~ttee 
C&l1tornI& Hospital Association •••••••••••••••••• 
Calitornia Independen~ Telephone Association ••••• 
CalIfornia Labor federation, AFL-CIO ••••••••••••• 
Calitornia Ret.allers Association ••••••••••••••••• 
California Rural Legal Assistance .i •••••••• •••••• 

Chicano Lavstudents (Hastings) •••••••••••••••••• 
Communication WOrkers of America ••••••••••••••••• 
Consumers Arise Now •••••••••••••••••••••••• •••••• 

Contra Costa Legal Service foundation •••••••••••• 
Con$twers Coo~rative of Berkeley •••••••••••••••• 
The Diners' Club ••••••••••••••••••••••••••••••••• 
E~ho Answering Service ••••••••••••••••••••••••••• 
Ceneral Eleetrle CorpOration ••••••••••••••••••••• 

mOOHl A 
Page 2 ot 4 e' 

~ Ust. of Awea..t'&!1e$sL ________ :------~..:::::;;_i:~~--:-~---'_:_'_~-..;...., 
J _ . I'Uilnunw - t . 

APPEARANCES :A.Sl774:C.90)6:C.9042lC.904liC.9044tC.9Q4} t ~ 
.t" 

Roger Golla ••••••••••••• ~ •••• ' •••• I. 
James P. Jackson ••••••••••••••• , •••• 

- John V. Wit-t b] C. K. Fihp&t.riclc and 
Wil1i~ Kronberger ••••••••••••••••• 

($$6 COunty or san rtaneis(6) •••• ,. , 
Saul K. Veing,men ., .......... II ... • • 

Ra)"D'lnd. C. Clayton .............. • • • • • • 

Ernest V. Watson •••••••••••• ' ••••• i. 
Diamantes D. lat.aik&rls ••••••••••••• 
Nat Yanish •••••••••••••••••••••••••• 
Mrs. Sylvia SIegel ......... , ....... . 
O'HelYen1 & H1ers, b7 Williy I. BoJ!f.cl 
t,le C. Brackney •••••••••••••••••••• 
V. L. Knecht. and RAlro Hubbud •••••• 
Mrs. 8or~11d Haugen •••••••••••••••• 
Rona.ld O. framer ••••••••••••••••• • • 
Heal C. Hasbrook •••••••••••••••••••• 
~nnJs T. Peaooeke •••••••••••••••••• 
Robert K. ShllUto ••••••••••••••••• -. 
Fred H. Altshuler. David H. fielding, 
Robert. Cn&hda and {.up! Qulnhro ••• 

Steven J. Tb6rr& •••••••••••••••••••• 
SteJllen H. Confer and Edvard LOng ••• 
Wnllam H, Bennet", lohn A. 8retteUh, 
hnnelh ft, CleM, Lew ~Iser, Ctrret. P, 
Shean. Ka.rold Sherwin Small, ~ 
Torrlco and Cha.rles Vslsh •••••••••• 

J J" U part ................. ttl., • t .... . 

Don Rothenberg •••••••••••••••••••••• 
NicholAS carillo •••••••••••••••••• ,. 
CI&r~nce Ricks •••••••••••••••••••••• 
O'Melvul), & Kyen bT WllHlII!l J. Bogurd. 

AM Squire. $angers &, ~!tp3el 1.y John 
lAnsdale ............. " •••••• " ......... . 
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PARTY 
Hornblower & Weeks - flemphlll, NOyes ••••••••••••••• 
1.B.E.V. LOcal Lbion No. 1011 •••••••••••••••••••• 
International ~unications CorporAtion ••••••••• 
Interracial House, Inc. • ••••••••••••••••••••••••• 
league of United Latin-American Citi~ens ••••••••• 
Mexican-AmerIcan Legal Defense fund •••••••••••••• 

Hexltan-J.merican PoUtical Association •••••••••• , 
NAACP Letal Defense •• i ••••••••••••• ••••••••••••• 
N!tlonal Businesscan's AssociatiOn ••••••••••••••• 
Responsible V.~tchants,Froperty ~lers & tenants,Inc. 
Retired Employees Group or T.p.r & T. • •••• , •••••• 
Sail Francisco f1eit;hbOrhOOd Legd Asshhnce Founda-

t.ion ............... " ...... " ........................... . 
San Pablo Coa:;·.lllit.y Change FOUl}(htion •••••• i ••••• 
San Pablo Farct.ester ~lunity OrganhaUon •••••• 
San rablo Housing TEnant Countil •••••••••••• , •••• 
Sears Roebuck arrl C'J!r,~.any •••••••••••••••.• • •• • • • • • 
Senior Citi~Ens K)Yf~ent •••• , •••••••••••••••••••• 
S~ish Speakir~ Subscribers (l~) ••••••••••••••• 
S~-Oish-Speakir~Slrn~ed Political Association •• 

'leie(hone Answering Services of Calltornia. Inc. 

United Aut~ WOrkers, Northe.n California ••••••••• 
~elfare Rieht, OrgMll~atlon •••••• , ••••••••••••••• 
Wlr~sor arrl R~~ldsturg local Action ~~ctl •••••• 

.;"'_. 

APPDIDU A • ~ Pa&e 3 of " 

List ot A~ra.llces ,- ~ 
i .. .. . POSInON* t ~ 

APPEARANCES :1.. S111I,:c.m6tc.90/t2IC.9043 IO.904ft :0.9945. ~ 

Wil11ae G. Irving •••••••••••••••••••• 
H. W. McWhorter •••••••••••••••••••••• 
Jackson & Jones by Stanle, R. Jones 
Marcus Garvey Wilcher •••••••••••••••• 
Darld H. FieldlM •••••••••••••••••••• 
~bert. Gnahda. Ehlne Cliapson and 
Mario Oble<lo •••••••••••••••••••••• i • 

(See MeXican-American legAl Detenee·Fund) 
(See l{(ldun-Amerlean utd. »etenae Fund) 
L, David FoX ••••••••••••••••••••••••• 
Jack BartolIni ••••••••••••••••••••••• 
William J. Wider ••••••••••••••••••••• 

Qilbert T. Gr4h~!3 ••••• to .......... "" 

{

See Contra Costa Legal Service FOund&tlon~ 
See Contra Costs Legal Service Foundation 
See Contra Costa Legal Service Found\Uon 

thpe H. Calnp. Jr. • ................... . 
Royal C. YouoM!: and Hrs JOin Martin •• 
(See Mexican-American LetAl Defense Fund) 
Ricardo A. Calleja (and see Mexican-

American Legal Deten3e fund) 
&e1galupl) Ellru" SaUnger & Rosenberg 

by iueiu, P. Bernard •••••••••••••••• 
Salvador L. Ta~ates •••••••••••••••••• 
(See ~,tra Co,ta Letal Service Foundation) 
(See Kexlcan-~erlcan Legal Defense Fund) 
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. .l .. rosln(lttt t 

PARTY .-
(NDIVlOO.u.s 
sennet.t., wililam M. • ......... " • ....... ;.. _;, ••••••• 
8One, £:tonald L.. , ........ i ••••••• -...... • • • .. , ...... .. 

Prltrlr. Philip O. j •••••••• , ••••• , ••••••••••••• 

Ciesielski, WladTslaw •• , •••••••••••••••••••••• 
eross, Dr. Nancy Jewell ••••••••••••••••••••••• 
~. )(sttia, Douglas " •••••••••••••••••••••••••••• 
:EIder.. Randy N. • ................ it .. i ..... II •• ill , .. " " 

E.rYin, Rebecca ..... , •••••• t ............ "f .... If" I • , 

delser" lew .. " ....... II ................ • .. I •• • • • • • • 

oias3, Michael I •••••••••••••••••••••••••••••• 
Heidrick, HarOld H •••••••••••••••••••••••••••• 
Hunter, Kennet.h R ••••••••••••••••••••••••••••• 
Jameson, Donsld C. .. ••••••••••••••••••••••••• 
J(£~ehncr, )\1.1 .............. ., •••• , .. j .............. . 

l<o~~l, N .... ::.ncy ............ t. Ii .... , ... Ii •••••••••••• 

• J..tpArl', J~ ..' .......................... 4 ...... • • II • 

_ Meteler, Co<rl.le .......... " i ........ "," ~ ......... .. 
Hi) 1an. Ot Is •• t • " ................. , ....... t ....... t ..... • 

Pugh, David ...................... t •••• " ............ . 
Shean, Garret p •••••• , •• , ...................... .. 
Small, H&rold Shendn ••••••••••••••••••••••••• 
$mall. Kr. and Mrs. Jame9 K. • ••••••••••••••••• 
stOne. J &.net. •••••••••••••••••••••••• • ••• • • • • • • 
Torri(o, EdlIard •••••••••••••••••••••••••••••• j 
Vivitno, Viet~r i •••••••••••••••••••••••••• •••• 

WInsor, Richard ••••••••••••••••••••••••••••••• 
Wright., Orville I. • ••••••••••••••••••••••••••• 

.Harkel, Leon ..... " ............... " .......... , ••••••• 
Mercier, Andre .~.4 ..... ' ...................... . 

APPEARANCEs tA.SI714tc.90)6tc.9Q42IC.9Q43:C.9Q44tC.9Q45: 

Sell (Seo Consumers Arise Nov) •••••••••••• 
[);)nald L. Ebne .... , ••• " ••• II II ••• I ........... . 

Philip O. Brierly .. · ..... j ............ 4. io 

madyslav Ciesielski •••••••••••••••••• ,-•• 
Dr. Nan51 Jewell Cross ••••••••••••••••••• 
[);)yglas De MAttia •••••••••••••••••••••••• 
RanclJ H. Elder •.........• , ....•..•....... 
Bebtce. Ervin ••••••••••• ' ••• 6 ••••••••• , •• 

Self (See ConsLIIUrs Arlee How) ........ ~ ., . 
Michael K. Glass ••••••••••••••••••••••••• 
Harold H. Heidrick ••••••••••••••••••••••• 
Kenneth R. Hunter •••••••••••••••••••••••• 
Q:Mdd C. J_eeon • •••••• t ................ . 

liII Kir,chner •••••••••••••••••••••••••••• 
Nanel Kote1 •••••••• ~ ••••••• t ••••••••• , •• , 
,Jlm: llJ4"' ........................ i ••••••• 
teeUe Hercier 
QUa Nolan 

. .••.........•... , ..•...••. 
.................... I ......... ., ......... . 

David ............. III It ................... " ••••• 

Self See Consumers Ariae N?v) ••••••••••• 
Selt See Consumers Ariae Now) ••••••••••• 
Harold Shervin Small (See ConsIDers Arise Nov) 
,Jane\' Stone .................................. ... 
Self (See Consl.Dets Arise Nov) ............. 
Viet.or Viviano ••••••••••••••••••••••••••• 
Rieh&rd Win$or ••••••••••••••••••• i ••••••• 
OTville 1. Wrlpht •••••••••••••••••••••••• 

Leon Ks.rke 1 .............. I ............ " ........ . 
Andre Mercier • • t t ........................ . 
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A. SlTl4 et &1. 

AP'ptNIlIX~ 

. Page .1 
Rate. - lhe Pacific Telephone and Telegrap~ Company 

Respondent'. ratea. chargea and condition. are changed aa aet forth in this &ppendix~ 

I Schedule No 4=T 
In<f1v1..:Sual and Pam tine Set"Yice 

- "P 

Rate Per Month 

Business. . Residence . 
Service . Service 

EACH PRIMARY Ind. 2-Party Iud. 2-P'arty 4-Party 
stATION: I.1ne Line I.1ne . Liue Line 

$11.15 $8.15 $.4.70' $3.90' $3 .. 10 

Alta 
Angels Ca-cp 
Annapolis 
Arvin 
Avalon 
Avenal. 
Baker 
Bdtersfield 
:8;11110 3:' 

Big Sur 
Boouville 
Iiorrego 
Bradley 
:BridgeviUe 
Burrel 
C&mbr1a.' 
Campo 
Cam" PWns 
Challenge 
Chico 
Clearlake Oaks 
Cloverdale 
Coalinga , 

Corou. 
Coulte1:"'O':t.Ue 
Death Valley 
DumUgan 
Edwards 
Elk 
Elk. Creek 
Emigrant Gap 
E8l>uto 
Fallbrook 
Feather Falls 
Firebaugh 
Georgetown. 
Greenfield 
Hopland 
Buron 
Jacumba 
Ju.l1an 
Keystone 
lCn1ghts Ferry 
Lake Berryessa 
Lebec 
tOI !&nos 

*4-Party. Service Where Off~t'ed 

Lower I.ake 
Loyalton 
Madera 
Mendota 
MiehigCl. :sar . 
M1ltotl 
Miranda 
MOjave 
Mo\mt Shasta 
Newhall 
Ocotillo, 
Orlaud' 
Oroville 
Palmdale" 
Paradise.. 
Paskenta' 
Pauma ,Valley 
P.scadero> 
Petaluma 

Ma1n D'.A. 
Pinecres t, 
Pine Val'ley 
Placerv:tlle' 

. 

Suburban I 
Service I 

Bus • Res. Sem-
8-Party 8-Party Public 
·I.1ne " Une Serv:t<:e 

$7.45 
8.70*'" 

$3. 60 $.s~ 75:, 
4~1S*' 

Potter" Valley 
Ramoc.a:·' " 
Rosamoiid,· ' 
Sh1ngle:S'Pr1ngs. " 
shoshone, " 
S:terrav:tlle 
Soda::Spr1ugs' , 
sOledad: 
SOnoma 
S'toCktOn 
Su,nyford , 
Teha<:h&pi' 
'!racy.: . 
Tulare'. 
'Oktah.· ' 
'W'alker';'Basin 
'W'ara.er:~ S'Pr:tugs. 
'W'eed::, ',";,' 
Weott,' 
W:1W,ts' 
Willows: 
Winters: 
Woodland 
Yosemfte 

••• J 

I,,,',, 

,( " 

" 

,. 



EACIt PItDWtY 
Sv.:rION: 

Exc~s with 
~enclec1 Service 
Within 8 H11u 

Alleghany 
Atwater 
!en1c:.1& 
R1Sga 
JUa1,r.deu 
Sodasa·Bay 
k~te City 
Caaptoa.v111e 
c.yucoa. 
Chowch1lla 
CloV1.a, 
Cobb· ~nU1n 
Colton 
Crockett 
~ows lAnding 
DaVis 
Delano 
Del Mar . 
Dinuba 
Dixon.. 
Downieville 

. Dunsmuir • 
EU'l~t 
Ese&lon 
FairfIeld-Suisun 
Felton, 
Fillmore 
Fontana 
Geyserville 
GrusV&lley 
Cridley 

AftE1U)XX a - CoQt1n~d 
P ••• 2 

lat •• - the P~ltlc tet-phone and·1Cl.ar.~co.p&n7 

ltate Per &nth 
SuburNn. I' . 

Bu.1Desa Rea1dence -oc:.._r4"e 
Service ServLce 

Bus. Res. I Semi-
IDcl ... 2-Puty Ind. 2-PartY- 4-Party la-Party 8-Party Pub-:t:tc. 
LiD. Una t1ue Line Line l.1ne I Line I Ser ..... i-:· . . _ ..... " 

$ll.lS $8.15: $4.70 $3~90 $3.10 $7.45-
8: .. 70* 

$5-.:75. ' 
. s:.9OtS' S.90~ 3 .. 10-601 

Groveland: 
Cue.rnev1lle 
Cuat1ne, '. 
Ralf JIbon Bey 
Banford. 
Harald. 
B1ahlad 
tilt 
Holli.ter 
1lomewoo4· 
1Iupeou:. 
lsucio-

-1a.varne •• 
lone' 
Jackson. 
J ... tova. 
J:alaeyville 
tinasburg, 
1.& Honda-

, Lakeport', 
Laton. 
IAmoor •. 
lew1.ton 
Ltncoln. 
Loc.ltefor4· 
M144letoWD. 
Mocca.in 
Mod~.sto· 
Mokelumne Hin 
Mont&gue 
Mont. tie> 

Mo •• ·, Beach 
Neva4a City 
NevIIIm 
N:1c .. :to
H:1ce. 

,H1co).&u., . 
North SanJ\WI,' 
Oakdale' 

. Occidental' 
Oraqe Cove 
pazo11. .. ~. 
PepPerwoocl; 
P1nol. ' 
Hru· 

. Mtt.burg, 
. ~ey '. 
"ttleuant "Cr~ve ' 
Pl ... autc.n- . 
Plymouth' 
Point Reye. 
Portola· ' 
~:1ncy', ' 
Jtancb~SaD.ta Fe 
R.1alto, 
tichval:e: 
tiverb&nk' 
Riverdale 
R1:verside 
Rodeo.··· 
San Andrea. 
S&n.Clemente 

San.Juan·' 
, ~11 'Mart1n' . 

Santa/Margarita ' 
.. SebUtoPo-l' ' 
s.lIDa·· ',' ,", (. 
Sa,quo!" . 
Shafter:>.,' ' .. ' 

. SoDOra;, '.'.> 
Sou.th'lahoe . 
StiD.On:, "ach-· 
·~11;n&. 

StratfOrcf: I '. " . 

Sutter: "~ •• k·· 
Tur.Belt.. ". 
1'br •• '.:Jt:t ver •. ' . 
.Upton·,,' .... 
ToUl •• '< . ' 

TJ: •• :P1nea ' 
TurloCk:'·:' 
·UppU-·~·. 
V~v11:1e':' ,. 
Vallejo>:,:' 
Valley'Ford·.-

, Valley Springs· 
V1M:: ",. .• . 
Vl .. ta~V1at&,D'~ .... 
Wallace 
Wa.co":·,·'· . 
.Waterford~ 
Woodl&b';',' '. 

*4-Party Service Where O££el'ed.· 
~ Offered in P1aoleonly 
~ O';!p.redin S~"\ Cle::to:~,=-e Only 

! , 

~ 

" 



APJ.IZNX)XX JS .. Co(\Ua~d '.,e 3 _ 
lAc.. - The P&eific, telephone :~nd ~olegr.ph Company 

Rate Per Month, 
'\ , 

l 
'I •• 

Business Rcsid~ne(! . Suburboln 
Service Service. S~'I"viel' 

Bus.·' Res. Semi.- . 
EACH PRIMARY Ind. 2-Pa~f;)" Ind. 2-Parcy 4';'Party a-Party S-Party .PI1bl1c: 
STAXION: line Une Une Line , Line Line Line- . Servic:e.' 

Exchanges Outside 
of M;etropo 1i tole. 
Areas with Extended 
Service Beyond Eight , 

HUea··- ' 
, " ' , ,. .', 

Ao.derson , 12.95 ' 9.95 5-.30 4.50 3.70 9.25 4~20 . 6,.50, Antioch 11.7S 8.7S 4.90 4 .. l0' ,3.30 8.0S,' 3.80:" . 6' .. 00 Aptos 12.35 9.3S S.lO 4.30 " 3.50' 8, .. 65- 4 OO~, , 
6,.25: 

• ·,1' Arcilta 11.50 8.50 4 .. 70 3' .. 90 3.10 7 •. 80. ,3 .. 60' " &.75-Arroyo Crande 13.20 10.20 5.30 4.50 3.70 9,.50: , 4.20- 6.75-:' . 
Atascadero 12.20 9 .. 20 5. Os, 4.25, 3.45- 8~50'. , 3.95- &.25: 

AuburtL 11.15 8.75 ' 4.90 4.10 ,3.30 S.OS 3 .. 80 . 6.00:'-
Ben Lomond. 12.90 9.90 5.30 . 4.50 . . 3.,70 9.20 . 4.20 6-.50., . Blue I.ake 14.25 11.25- S.7S~ 4.95- ' 4.1.S 10.55, ,~ 4.65- 7.25' 

11.80'* S .. 20* 
Boulde~ Creek 13.65, 10.65 5.5S:. 4.75- 3.95- 9.95 4 .. 45 7.00 Brawley 14.00 11.00 5.65 4,;..85 4.05- ' 10 .. 30 ' 4.55, 7.,00 Calexico 12.35 9 .. 35 5.10 4.30 3.50 8.6S' . "4.00' &.25-,Ca11pa.tt1a 12.35- 9 .. 35- ' 5-.10 4.30 3.50 . -8 .. 65, 4.00' 6 .. 2>' . 
ca11stl)~& 12.35 9.35 5.10 4.30 3.50 ' 8.65~ 4.00 6 .. 25:: , Capistrano Valley U.40 8..40 4.70 3.90 8.F95* 4.'15· S~7S. 

3,.10-60' 
Carmel ll.90 8.90 4.95 4.15 3.35 8.20 3.85-.' 6,.0'0" Carmel Valley' 15.45 12.45 ~.JS ~.35 '4 .. 5S 11.75 $.05-' 7.75: Caruthers 13.6$ 10.65 5.55 4 • .7S 3.9'5 9.95" 4.45-. 7.00 Cas troville' 12.90 9.90 5 .. 30 4.50 3-.70 . 9.20 4.20 6~50· . 

10.45* 4.;75* 
. . 

"., Chu .. lar 12.90 9.90 5.30 4 .. 50 3 .. 70 9.20' . 4.20, 6,.50,' 
5.90-80** 2 .. 25-30**: 10' .. 45* 4 .. 7S* 

Corning9 11'.15 8 .. 15 4.70 3,.90, . 3.10 7.45- 3.60' 5 .. 75.' . (12.35) (9.35) (5.10) (4.30) (3.50) (8.65) , (4.00)'. - . ('6,.,25:)' . 
Cottoll\olOO'd 13-.~5 10.65 5.55, 4.i5 3.95 9~95'. ' 4.45- 7~.00',' 
Do!l ~~y 12 .. 90 9.90 . 5.30 4 • .5(' ,3.70 9.20 4~2C' 6·.50 
East C¢lltr3 Costa 12.35 9.35 5.1'0 ' 4.30 ·3.50 8.55- 4.00" 6.25, 

13 .. 25 10.25 5.40 4 .. 60 3.80 9.S5- 4 .. 30 " 6, •. 75--El Centro 

*4-'P3rty Suburb.lt1 Service ' . ' . 
**XC!ss~ge k:.tc Service 'Offeree on a l-"!car Trid Bads Ending 6-5-73 As Authorized 

b7 ~.79~~6 . 
R.ltC:$ to) N il'tcrc3sed eo those shown in r>a.renthe-si:s upon:ineroduction. 00{ Exce:tded 
Area Service Effeceive: I 

#7-30-72 AuihOr:r.zed by D.77571 



r 

EACR PRIMARY 
STATION: 

(ExclYlna.. OI..t.i4a of 
lIIet'tOPOl1tAfI. ana_ 
v1~b. .xten4e4 .. rv1C4 
beyoM' e1l1\t 1111 .. ) • 
cOIltinue4 . 
Enci'Cl.itas 
Escondido 

-Eseond1<io DA 
-San Marcos DA 

Ew:eka 
FOt"estville 
Fot"t Br""ss.. 
Fot"eun.a. 
French. Gulch 
Fresno 
Galt 
Gazelle 

Gerber4 

Gonzales 

Gu.alala 
RealdsbU'.t'g 
Ho1'tville 

. Hornbrook 
Hydesville 
Impet"i;al 

King City 
I.e Crand 

. Uve Oak 

I.:Lveroore 
Lvdi 

APPENDXX.~ - Continued 
Page 4 

aai:.. - 'l'b.a Paeitic '%.lephone and. '%elegraph Company 

Ra'"e Per Month - _. 
Business Residence Suburban 
$ct'vi.:c Service SCl.-v1.ee ' .• 

.. :Sus • Res. 
Ind. 2-Party Ind. 2-Party 4~Part:Y 8-Party S-Party 
Lin~ Line Lin~ Lin/! LinA:.'! 

, . 

$12.3> $ 9.35 $5.10 $4.30 $3.50 

11 .. 75 
12.50 
13 .. 85 
12 .. 90 
ll.7s 
l2.95 
13.65 
12 .. 00 
12 .. 90 
16.20 

8.,7,5 
9.50 

10.SS-
9.90 
8.75 
9.95 

10.65 
9.00 
9.90 

13.20 

U.15 8.15 
(14.10) '(ll.10) 
15.15 12.15 

5.90-80"'* 
13.65 10.6S-

12.50 
13.65, 
12 .. 35-
13.65-
16.05 
12.35 

9.50-
10.65-

9.35-
10.65-
13~0S-

9.35 

4.90 
s .. J.S. 
4.95-
5.30 
4 .. 90 

'5.30 
s~55 
4.70 
5.30 
6.40 

4.70 
(5 .. 70) 

6, .. 0$ 
. 

5.55' 

5.15 
S..55 
5.10 
S.S5-
6 .. 3$ 
5.10 

4 .. 10 
4.35-
4.15 
4.50 
4.10 
4~50 
4.75 
3.90 
4 .. 50 
5.60 

3.30 
3'.55 
3.35 
3 .. 70, 
3,.30 
3.70 
3~95 
3 •. 10 
3.70 
4.60 

3 .. 90 3 .. 10 
(4.90) (4.,10) 
'5.25 .4 .. 4,S. 
2.25-30** . 
4.75 3.9S 

4.3S-
4.iS. 
4.30 
4.75 
5.55 
4.30 

3.5$'· 
3;.95 
3.50 
3.95 
4.60 
3.50 

11 .. 85 
13.65 

8':85 4.70 ;3.90 : 3.10 
3.95 

12.90 
,., 

12 .. 00 
11~6S 

1.9 ... 65 5.,55 4 .. 7S 

9.90 $.30 4.50 

9.00 4~90 4.10 
S.65 .4.70 3.90 

3.70 

3.30 
3~10 . 

Line, Line " 

$4~00 

8.05 3.80 
8.S0 4.05· 

10.15 3.85 
9:.20 . 4 •. 20-
8.05' 3.80· 
9'.2$ 4.20 . 
9.95 4 .. 45 
S-.30 3.60 . 
9.20 4.;20, 

12.50 5 .. 10' 
13 .. 75* 5,.65'" .' 
].45,3 .. 60 

'(10 .. 40) ; (4 .. 60) 
ll.45-, '. 4.95, . 
l2-.70* 5.50* 

9.95· . 4.45: 
11.20*. S-.. OO*' 

8: .. 80 4.0$' 
,9'~ 95 4.45-
8~~S. 4 .. 00,: 
9,~9'S 4 .. 45·' , . 

., 12'.35, 5..10. ' 
, 8.65"'. 4.00 

9 •. 90*: 4.55* 
S' .. l$. 3. .. 60 
9.9$ . 4 .. 45·· 
9 .. 20 4.20:. .,. 

S.30 - 3.80~: 
7.953 .. 60· · 

Semi-
P\ll>lic 
Service 

-. 

," 

$6 .. 25 

6·.00> 
6.25-

,7.00' 
&.50 
6.00' 
6.50' . 
7.00' 
&.00 : 
6,.50 
8:.25 

5.75' 
(7.25) . 
7.75 

. 

7 .. 00, .:.~, . 

6 •. 25 . 
7~OO;··· 
& .. 25:' 
7.00' 
8.25, 
6.25-

&.00· 
7 .. 00 

. &~50;-· 
'-

6.00"· 
. 6· .. 00" 

*4-Par~y Subu.rban Service • . .' .'. .~. 
. . ....... 

'**Mcss.,ge bee ~rvice Of·fer~d on. a l-'lear Trial ;S.1sis Ending 6-5-73 as Au,thorizcd--' 
by D.i9l36 .' .. 
R.Ues l"c Be Increase-Q To 'I'hos~ Showt\ in Pa'r~n.thesis Upon Introduction o·f E~tended 
Area Service Effective: 
~7-30-72 As A~chot"i%~d by D.77S71 
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\ 

RAIES - '!BE PACIFIC TELEPBONE AND TEtECRAPR' COMPANY 

)tate Per Month. 
, 

EACH PRIMARY 
STATION: 

, 
(Exc:b.a\\&U O\lt.1de of 
_tropol1Utl areA. 
with ex1:~ Mrrl.~ 
beyoad' _4ht 1a11ea) • 
COtltitlued ' 

" , 
, 

Loleta 
los Molinosi'" 

Martinez 
~rysville 

MendOeino 
Merced 
Meridian 
Monterey 
Moorpark 
Morroky' 

Napa 
N!pomcI' 

.. 

North Taboe 
North ~q.ba 

Oceanside 
0;1&1 
Paso Robles 
Pismo Beacb 

Planada 

Point A:e'C.a, 
Porterville 
Pow:J.'1 

'Ro!d Bluff{, 

Reddin~ 
PetalUm.l-$wi£t DA 

Business 
Service 

Ind.. 2-Party 
L:lne Line 

. 

$15.05.$ 12.05 
1l.lS 8.15, 

(14.85) (11.85) 
12.35 9.35 
13.20 10.20 
12.3~ 9.3~ 
11.75 8.75, 

, 15.15. ,,12.15 
ll.50 8.50 

, 12.90 9.90 
12.35' 9.35 
ll.40 8.40 
12.90 9.90 

.. 
11.75 8.15 
17.15 14.15 

ll.75 8:.75 
12,.99 9.95 
11 .. 90 8 .. 90 

-12.9'0 9.90 

12 .. 90 9.90 

l2 .. 35 9.35-
11.40 8.40 
l2~35 9.35 
ll.15 8.15 

(11.7S) (8,.75) 
13.50 10.50 
13.65 10.6S 

* 4~Pa~~y S~bu~ban Servi~~ 

Residence' Subu~b\ln ' 
Service Service 

Bus. Rcs_ 
Ind.. 2-P4-:ty 4-P4-:ty 8-Party ,.8-:Party 
Unc, Line Line Line' Line 

I 
" ·f 

. 
$- 6.00 $- 5.20 $ 4.40 ' $ ll.35, $·4 .. ,90, 
.'4.70 3·.90 3.10' 7 ~4S. 3~60 
(5.95) (5.15) (4.3~) (11.15) (4.85) 
5.10 4.30 l.50 S .. 6S, , 4.00 
4 .. 10 3.90 3.10 9.50 3 .. 60' 
5.10 '4.30 3 .. 50 a..65- 4.00 
4.70 3.90 3.10 8.05 3.60 ' 

6.0~ 5 .. 25 .4: .. ,±5.;_ .. 
4.70 3.90' 3.10, 

_11,,:~~ , ,.4 .. 95:_ 
7.80 3.60' 

5,.30 4.50 3.70 9.20 4~2~, ' 
5.10 4.30 3 .. 50 8 .. 6$ 4.00 ' 
4.70 3.90 3.10 7 .7o--·-3~60~ 
5.30' '4.$0 3-.. 70 9' .. 20 4.20,' 

10 .. 45* 4.75* 
4.90 4~10 3.30 8,.05, 3.80 
&.70 5.60 4 .. 60 13 .. 4S S .. 10: 

. _"I' 

4.90 4.10 3.30 8.0S 3.80 
5.30 4.50 3.70 9.25, 4.20'· 
4.95 4.15' 3.35 8.20' 3,.8S 
5 .. 30 4.50 3.70 9.20 4.20': 

10':45* 4 .. 75* 

5.30 4.50 3.70 9'.20': ·4·.026~-

10.45*, 4.75* 
5.10 4 .. 30 3.50 
4.70 3.90 3.10 

8,.65 4~00 
7,.70' 3.60 

5.:10 4.30 3.50 ' 
4:70' 3.90 3.10 

8.65: 4.00 
7.45 3 .. 60' 

(4.70) (3~90) (3-.. 10) (S.OS) (3 .. 60) 
4.90 4 .. 10 3.30 9.80: 3.80 
5 .. 55 4.7S 3 .. 95 9.95' 4.45, 

.' 
' .... 

Semi-
'Pu1>lie 

' Service 

$- 7.75-
5 .. 75, 

(7 .. 50) , 
6.2S 
&.7$" 

-&"..25 
, ' 

6,~00' 

7 .. 75~ 
$;'5.--
6, .. 50' 
& .. 2$. 
5.7.S: 

, '6.50 

6.00 
8.75, 

6.00' 
6 .. 50 
& .. 00 
& .. 50>'-' . 

6·.50, 
.. 

6,.2$ 
5·.75,' 
6.2$', 
5-.. 7,$,·, 

(6.00) , 
6' .. 7$ 
7.00,' 

Rates to 'be increased to· those shown in parenthesis upon introduction cfe:xtencled' 

, ... 
area service effective: . 

~i-So-72 as authorizecl by D .. 77$71 
" , 
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" 
.Rate Per Month 

, '. 
Bl.1siness Residence Sl.1bl.1rban· 
Service SerVice Service' 

: . 
Bus. "Res. Semi-

EACH PRIMARY Ind. 2-Party Ind .. 2-Party 4-Party 8-Party, S:'Party' PI.11>l:ic 
STATION: Line Line Line Line Line' Line. Line : .',' SerVice .. 

(!xebaq.. OI.&taf.4. of 
_UOPOl1~ a'fUa 
v:Lth. utCDded. .. M 
~. e1&b.1: ,.u .. ) 
cOQ~ ., .- .-

Rio-Dell $17.75-,$14.75 $,~.9Q $ S_6Q' $ 4.60, $ 14.0,5, $,5·.10, $ 9~OO 
l5op3Q* 50.65*' . 

Saint Helena 12.0,0,' 9.00 4.90, 4.10 3.30 8 .. 30,' ~'.80 6 .. 0,0. 
Salinas 12.10, 9.10, 4.70, 3.90, 3.10, 8" .. 40, 3.60, 6:'25 . 
San Ardo- ,15.75 12.75 6.25, 5.450 4.60 12 .. QS S~lQ 8: .. 0,0, 
s:m. I.u.as . l4 .. 1Q U.1Q S.7Q 4:90, 4 .. 10, lQ~4C' 4.60,; 7.2'5.' 
San Luis Obispo 12.75 9.75 S.lS 4.35 3.55, 9.,05 4.0S 6 .. 50 

Santa C~ ll.75 8.75 4.70, 3.90, 3.10, 8.0,5· 3.60,' 6,.0,0' 
Santa Rosa 12.60 9.60 4.70 3.90 3_10 8.90, 3.60 6.50 
Sat1coy 12.35 9.35 5.10 4.30, 3.50 8,.·65 4.00 6.2S. 
Shasta Lake 17.15 14.15-· 6.70, 5.60 4.60 13.45-- 5-.. 10· 8,.75-
Simi 12 .. 35- 9 .. 35· S.10 4.30, 3.50, 8~6,s. • 4.0,0 6, .. 25·-
Smartsville 15-.15 12.15 6.QS. 5.25 ' 4.45, 1l ... 4S.' 4.9S 7.7S-

" 

South Placer 12.35 9.35 5.10 4.30 3.50, 8:.65· 4.,0,0,' 6.Z5-
Spr1ngvi lle 12 .. 90, 9.90, 5.30, 4.50 3.7,0, 9.20 4.20 6.50 . 
Sunol 12 .. 90, . 9.90, S.3Q ,4.50 3 .. 70 9~20 4.20: 6 .. 50' 

10, .. 45* 4 •. 75* 
l:hornton 12 .. 90 9 .. 90 $ .. 30 4.50 3.70, 9.20, 4.20, 6:.50 
Trinidad' 18.85 15 .. 85- 7.30, 5 .. 60, 4.60 '15.15, , 50.10, 9.50,'. 
l'ru.ckee 12.35 9.35 5.10, 4.30, 3.50 8..65 4.:0,0, 6;~25 

Ventura 12.50, 9 .. 50, 5.15 4 .. 35 3 .. 55, . 8 .. 80,- 4.0,5, 6-~2S.: 

Visalia ll .. 4Q 8.40 4.70 3 .. 90 3.lQ 7.70, '3-.60, . 5.7$ 
Vista- . 

San M:Lrcos DA 12.20, 9 .. 20 ' 5 .. 05 • 4.25 3.45' 8.50. 3 ... 9$ 6,':2'5,-
Wat~otl.ville' 11.75 8.75 4.90 4 .. 10 3.30 a.Os ." 3 .. 80,' 6.00-

'.:-, 

Wheatland 13:.65 10.65 5.55 4 .. 75 3 .. 95 9.95 4 .. 45- 7.00, 

Windsor 12 .. 90 9.90 5.30, 4.50, 3.70. 9.20 . 4.,20': & .. 50 .• ' 
YO\lntville 14 .. 65 , ll.65 5-.90 ,5.10 4.30 10,.95 4.80 ' 7 .. 50,.' 
Yreka ' 12.20, 9.~Q 4.70 3.90 3.10 8.5q 3 .. 60, , &.25: 

* 4-P~=ty Suburban Service 

' ' 
" 

. 
: 
: 

, 
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EACH PRIMARY 
S'rA'.tION: 

. txtended Are.a.s -
'IDs Angeles,.. Sa.n 
Francisco-Eas t Bay 

J.1'1I!NDIX » - Coru:1nue4 
Pagl! 7 

. 
e 

bt ... %be PacUic: 'relAphone an4 'l:el.egl'aph Comp,any 

. 
INDIVIDUAL AND PAR!'! UNE SERVICE 

Rate Per Month 
Suburb~ 

Business Reside.nee. . Service 
Service Serv!.e~ 

BlJ.s. Res. 
Ind .. 2-Party Ind .. 2-Party 4-Party a"'Party 8-Party 
Line Line Line Line Une Line, Line 

. . 

Semi- '. 
. Public·· 
SerVice 

. , 

All Exchanges $ 5.90-80 $4.70 
3.25-60 
2.25-30 

Except: 

14.00 

IDs Angeles Extended Area Exchanges:. 

Agoura. 
Alhambra 
Are.ac11a. 
Bevuly Hilb 
Burbank . 
Canoga Park 

Compton 
Culver City 
E1'Monte 
El SegundO' 
Glenc1ale' . 
Rawthorue 

4 .. 70 

San Francisco-East Bay EX1:enc1ed' Area Exchanges:: 

. :Belvedere 
Campbell 
Concord 
Corte Madera 
Da.nville 
E£st Bay 
Fremont-Newark 
Hayward: 

Lafayette. 
los AltO's 
Millbrae 
Mill. Valley 
Moraga 
Mounta.in Vie.w 
Orinda 

. Pacifica 

" 

1~OO> 

Inglewood North 'Hollywood 
La Crescenta 
lomita 
los Angeles 
Montebello' 
Mount Wilson· 

Pasadena ' 
Reseda.' 
S4n.. Pedro' 

. torrance:' , 
Van NuyS. 

Palo AltO' Saratoga 
Redwood City Sausal1tO': --: 
RichmO'nd. South 
San Car los .... BelmO'ntSan: 'Francisco 
San: Fr ancisco . Sunilyva'le' 
Sa.nJose Walriut,.Cr'eek' 
San Mate.o WO'O'ds1de' 
San Rafael 
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RATES - 'mE PACIFIC TELEPHONE AND n:tECRAPH COMPANY 

INDIVIDUAL AirJ:J PARTY LINE' SERVICE 

Rat:e Per Monch 
Suburban 

BaaiDess 
Serviee 

EACH. PRIMARY 
S'!A:rION: 

EXCellded. Areas
Cont:1nued 
Orange County 

' Ind.. 
LiDe 

All. Exchanges $5.90-80 

-', 

Except: 
Santa ADa
Trabuco D.A.· 6.55-80 

. San D:f,ego- . . 
All Exchanges" .s. 90-80 

Exeept: 
Chula. V1sta-
Dulzura D.A. l4.00 

2-Party 
Line 

11.00 

Rea1deuee 
Service 

Ind .. 
Line 

$4.70 
3.25-60 
2.25-30' 

S.3S 
3,.90-60 
2.90-30 

4.70 
3.25-60 
2.25-31) 

4.70 . 
3.25-60 
2.25-30 

2-Party 
Line 

. Service 

Bus.· Res. Sem1~ 
4-Party ,a-Pty .8-Pty Public: 
Line 'Line' Line. Serviee 

$7.45· $3 .. 60' $5 .. 90 

7.45 3.60 6'.55 

7.45 3..60· 5.90 

7.45 7.00 

.. " . 

All. Exchaopa--. 5.90-80 4.70 3.90 3.10· 7.45 3.60. 

Orange cOunty Extended Area Exchanges: 

. Anab.e1m. 
Brea 
Buena. Park 

'" "., ... ~ .... .. ." ... "." 

Chula. V:tsta 
Coronado 
ElCajou 

' ..... 

Fullerton 
Gard.en Grove 
. .. .. .. 

La Jolla. 
La. Mes.:l.· 

Newport Beach· 
Orange . 

National City ... 
Pac::f.f1c: 'Seac:h.: 

Place.ntia .. 
.. Sant&·:Ana: 
- " ... _., .. ;.' 

San Diego 
·S.anYs1c1.ro' 

Sacramento Ex:ended Area Exchanges: Fair O.lea. Folsom. Rio Linda .. Sacramento 

... 

.," 
,'- , 
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Rate .. ·..; ~ P.ci!1c 'telephone and 'telegraph Comp.any 
. . . ....... 

Schedule. No.. 9-% , 
iAiiS - ~h. SUtton 

- Farme1." Une Service 

~ 

Zxc~Qie. ~here offerod .a 
ibtees. ",!\del:' Exclwng •• vith • 
l.ocal Se\"'v1ceOt\ly 1ft. Schad- :; 
ul •• No •• 4~T 4lnd ~T of tide': 
.ppancl1x------------.,-: .... 
Exehange.·",bero offeredaa. .. !!: • 

. lbted unclu Excbani .. (Klt- , 
.tde. _cropol1tan are.u. vith : 
mu:ended &erY1ee to exchange. I 
v1tM.ft.e1gbt 1II1le.-----~ .. 

Exc:han,g_ - Extended Outst·: .. 
• uopol.1t:an. kr.-. be,...'" 

r ol.&ht tiles 

Aubum 
Cal1atoga 
Carmel 
Caruthers 

. Co%n1ngD 

Del, ky 

..... ." .... 

East Contra.· CosU 
tscond1c1o: 

From Esco.nc1ic1o. D .A •. 
From San. Marcos D.A .. 

E\1X'eka 
Fo.rt Bragg 
Fo.rtuna. 
Fres'O.o. 

~ 

1 .. 10 

1.10' 

1 .. 70 
1.70 

1.45 

Bus1 .. · 
ness'" 

. Se't'Y1 ce 

2.20 

4 ... 00 
4.25-

3-.25-. 

1 .. 30' 2.80 
1.50 ~.40: 
1.35 2.;95-, 
1 •. 95 4 •. 70'" 
.1 .. 10' . 2~20 . 

(1.50): (3:.40~ 
l. .. 70 3-~9S" 
l..50·' 3 .. 40 

1.30 2.80- '. 
I .. 5S 3· .. 55 
1 .. 35. 4.90' 
1.30 Z.80 
1 .. 70: 4,~00.'· 

. 1 .. 10, ~ 3.05:: 

A1 __ 

Rates to- oe in,<:reol5ed .to. ~ho.se sh~ in parentheses upon introduction of eX"te'Cd~d . 
~rea se'rlliee effec:t:l. ... e: 

# 7-30-72 as autho.rized by D.77Sil 
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Rate. - lbe Pac1f1c Telephone, anQ ~elQg~a?n C~pany 

Exchange - ~nded 0I.lt.a1de 
Mecropol1te Are .. bc)'Ol\d 
eight mile. I RAte per Hoa.ttl 

Residence Se~ce Business Service 

Gazelle 
Gonzales 
Healdsburg 
HydesVille 
King City 
I.e Grand 
Live Oak 

L:t.Venlore 
I.od1. 
Loleta 
Martinez 
MaxysviUe 

Mendoc:1no 
Merced 
Napa 
North Tahoe 
Paso Robles 
Planada 
Poinl: Arena 
Porterv:Ule 
:Red :Sluff # 

Redd1D.g 
S&1nt Helena 
Salinas 
San. Ard.o 
Sc.Ll.lcu 
S.an Luis. Obispo 

Smaresv:Ule 
. 5ol.lth Placer 
Spr1ugv:Ule 
Ventura . 
Vis&l1& . 

Wheatla:c.d 

Windsor 
"{reka 

$2.80 
2 .. 45 
1.95-
2.75 
1.10 
1.95 
1.70 
1 .. 30 
1.10 
2.40 
1-50 
1.10 

1 .. 50 
1 .. 10 
1 .. 10 
1.30 
1.35 
1.70 
1 .. 50 
1.10 
1.10, 

1.30 
1 .. 30 
1.10 
2 .. 65 
2.10 
1 .• ,iS; . 
2_45 

1.50 
1.70 
1.55 
1 .. 10 

1.95-

l.70 
1.10 

$7.25, 
6,.20, 
4.70 : 
7.,10 
-2.~0 
4.70 
3.9S: 

3 .. 05-
2.70' 
6~10-
3 .. 40, 
4.25--

3.40" 
2 .. 80 

"2 .. 4S: 
2- .. 80 
2.95-
3, .. 95 
3 .. 40' 
2.45 
2.20 

(2'.80) -
4.-55- , 
3.05 
3~1S. 
6,.80, 
50.150 

,3 ... ~q;, 

6 .. 20 

3 .. 40 
3.95, 
3.$5· 
2.45 

4.70 
- , . - ... 
3.95, -
3.25 

Rates t~ be iu~r~Me-i to thor-';e !'1hown ~n r>;\rcnth~t,r:s upon. int't'o<iucd.on of extet:.deci 
~r~~ s~rvice effective:. . 

. # 7-3C-72 as Auther~zp.d by ~.77Sil. 
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Race. - Tbe Pacific telephone &n4 teLegr&p~ Company 

Schedules No.. 9-T - Farmer Line Service 
n±iS - E&c:1\ Sution 

I ~ce per ~I\th 

. Residence S~rviee Business Service 
:::X-:.'!:.~:..ges-Soln. r'r<md.::.c.o- . _.-••. - . -~~ ... ~--.-.-:--
East &.y Ex'l:~J.cl A-.:(~~:;.· • 
Concord' . $1.10 
Datrv1l.le 1.10 
Fremont-Newark 1.10 
Hayward 1.10 

Exchanges-Sacramento 
Ex1;encie<i Area 

# 

Fa.1%' Oales 
Folsom 
Sacramento 

Exchange.-I.os Angeles 
Extended Area 

Pasadena 

. . 
Exchange-San Diego 
Exee.ud.eci Area 

El Cajon 

1.10 
1.10 
1.l0 

1.10 

1.10 

.' 

$2.20 
2..20 
2.20 
2.20 

2.20 
2 .. 20 
2.20 

2.20 

2.20: 

E._'W, 

:' II .. 
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R.A:rES • TI:lE PACIFIC TELEPHONE AND TELEGRAPH COMPANY 

n Sehedules Nos. 4-T, 0-11, 1-11, 13-T. 18-T. 34-'1', ~nd 12'1";'X 
~ssage Unit Serv1ee in San Fre.neiseo-East Bsc Extended A:r:ea and Los krlgeles 
~ed Area. and Message Rate Exehe.nge Service in other Exchallges Where 
Ottered . -

Each Message Unit 
Message Un1t Re.te 

• 

Semi::Pu'bl1c: C:01n .. 'box,,'O~'bl1c teleplloDe"hotel private 
branch exc:h4nge. and fore1gn exchange service 5~ 

Other serviees 4.4¢ 

Iccrease the MUrate ror residence tlat rate rore1gn ex~hsnge service in the 
Sen F.l:8.llC1sc:o-Ee.st Bey Elcterdedi Area trom 4.05i to 5i. " , 

Exchaxlge Message Rate 
Rate per Message 

Ee.c:b. f!X~ message O'V'er the allowance 
(1: e.n:y):Ibr message rate~ Services." 
excepting foreign exc~e services. 

Foreign Exchange SerI1ce 

III Schedules From Section:> of Elch1bit No. I1 

4.4¢ 

The utility shall cancel all changes in rates and charges 'in the following 
s~hed.\lles authorized by I)-78S51~t>-79a7:> and 0-79941 and f:tlerates (whereapplicab,le) 
from Section 3 of 'Exhibit 11 for the following. schedules, except 4S noted below: 

Schedule No. 12-'1'. Pt-.lv3te Branch Exchang4~ Service 

Schedule No. 17-'1'. D:trectory Listings 

Schedule 'No. 22-'1', Key Egui2ment Service 

Schedule No. 24-'1'1 Dise!tchins 'l'e,lephone S:::stetn Service 

Schedule No. 28-1'. Service Connection Charges. Move' and Change Charges .' 
InplaceCOnnection, Charses 

Schedule No. 32-1'. St%Pp1emental Eguipmen.t 

Schedule No. 41-1'. Mobile Telephone Service 

Schedule No,'46-Td Private Line Te1etxpew!iter and Morse Services 

Schedule No, 47-1'. Ch~nels for Program transmiSSion in Connection with 
Loud-Speakers 

Schedule 'No. 48-1', Ch:lnne1~ for One-Way SpeeCh Networks in Connection With 
Loud-Speakers 
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RA:IES - '!HE PACIFIC 'IEtEPBONE 1m TEtEGRAPH COMPANY III (Contiu\1ed) 
Schedule No. 49-T, Channels for One-Way Program Transmission Networks in 

Connection ~th Loud-Speakers 

Schedule No. SQ-T, ?-rlvate Line Services and Channels Supplemental Equipment 

Schedule No. 51-T, Move and Change Charges 

Schedul~ No. 52-T", Channels for Farmer Lines and Toll Service-Station Lines 

Schedule No. 83-T. Special Asse\'llhUes of Esuipment 

Schedule No. S7-T, Smker--Microphone Se'~ce 
Schedule No. lOo-T, Telephone Answering Service 
Schedule No. l02-'r, Channels for Video Transmission in Connection with Television 

Vicwora 

~hedule No, l04-T, Channels for Remote Meterin~. Supervisory Control and 
Miscellaneous Signaling Purposes 

Schedule No. 107-T, Bell and ldghts System Attack Warning Service 

Schedule No. llQ-T, Channels for Telephotograph Transmission 

Schedule No. lll-T, Spec1d Assemb-ly Services and Channels for Miscellaneous 
Experimenta I Purposes 

Schedule No. 112-T", Mechanized Switching SyeteT!! Service 

Schedule No. ll5-T, Channels for Data Transmission 
Schedule No. ll7-T, Airport IntCTcommunicating Service 
Schedule No. 118-T, Key Equipment Systems for Air Defense Communications 

Schedule No. 121-T, Centrex Se~e~ 

Schedule No. 122-T, TZLPAK Channels and Services 

Schedule No, 12§:T". Chgnnels fo! Telcyision Transmission £04 Use in Educational 
Television Systems 

Schedule No. 128-T, Wide Area Telephone Service 

Schedule No. 132-'1', Touch-Tone Calling Service 

Schedule No. 134-'1', Wideband Service 

Schedule No. ISS-T', Conneeti.onlll or CIlAtomer-'Provided Egu1pmerrt tmd Systems 

Schedules shall be modified as proposed in Exhibit No. ll~ pages 86 through 133. 
except as follows: 

1. 'the footnote O'C. Sched.ule Cal. P. '0'. C. No. 12-'t,. 13th Rcvise<l.Sheet Sheet 12,. 
which reads "For 800A and 7S-7A cabinet type systems in service as 0,£ 
July 6-. 1970. rates for Series 100 740£ or 701 type systems will appo1ytf 
is deleted.. 
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RA'l'ES - IRE PACIFIC TEl.EPRONE AN:D TELEGRAP'R COMPANY 
>, 

III (Continued) 

2. In Sehcdule Coll. P".U.C .. No ... ;)2-T,. Supplemental Equipment,. 7th Revis cd 
Sheet 12,. the $5.00 ''Ncm-i'.tcurring Cb.,rge for Providing Set in Color" . 
appliea'ble to ''H..lnd- telepbone Sets - Standard Types' and Colors" is eliminated'. 

3. 'the footnote OIl Schedule ColI. P .. U.C. No. 121-'4. 3rd Revised Sheet 4-A,. 
'Which reads "For customer location - cabinet type systems I (lOlESS) in 
service and .:t1>}>lications taken on or before October 22,. 1970~,rates ,for . 
ca.stomer location - non-cabinet type systems (701) Will apply" is deleted. 

IY Schedules Nos. 13-T and 14-T. Private Branch Exeh~nge Trunk Line Se~ce 

.... 

" 

Commerci41 and Hotel Molnunl and :Dial PBX !usiness Key Sta,tion Dial PBX and O-rder 
Receiving Equ1pmenc: Services: ' 

Where offered, the trunk rate for flat rate service for e3ch trunk line shall be 
150~ of the indivi<ilUll line prlmary station flat rate' rounded to the lower.25 cent 
multiple. The trunk rate for message rate services for ,each 1:t'l,lnk line shalt be one 
half the individual li.ne primolry st.:ation mcss3ge rate With no message allowance rounced: 
to the lower 5 cent multiple. . . 

V Sehedul~s Nos.. 34-T 
!ore1gn ExchaASe Service 

Foreign exeb.a:cge .s.erv1ee 'W'ill beoUered. 'bet .... een distriet sres.s o"r exehMges 
~herever sUbser1ber~ ~quest that such scrvieebe ~rov1ded. 

1",;sil:leSS 

IDd.1v1d.uel. L1ne MestJage Rate (200) 
P'.BX 1X'\mk" First .. Messsge RAte (300) 
'P'SX~ .. Each Add' 1 .. Message Rate (300) 

. 
Res1de%lee 

Montplr Rate 

$15·.30 
22.75, 
22.00 

ReSidence pr~ service rates tor toreign exebGnge service: are adjusted. 
to the extettt required by srr.r ehe.rlges 1n the 'be.s1c excbMge rates; 

Fore1gc. exch4tlge 8ex'V1ee t'rom excb.al:lges b.e.v1llg s:pec1sJ. rate erea.s w1ll 'be' 
~nced at rates. shown tor the 'be.se rate are'!. or the sj?ec1sl rate a:ea,. as ' 
a.~opr1a.te. . 

In e.ddit1on to the rates shown above the appropria.te mileage increment w1l.l 
l'1.pply., The 1nere:oent t<:lr rate areas Po, B or C will apply in s.dd.1tion to the 
,ro:posed rate tor Los ~eles service in eontiguous excb.eJlges. 
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RAXES - THE 'PACIFIC TELEPHONE AND TELECRAPH COMPANY 

VI Schedule No. 53-T 

· · .. · .. · : 
: 
: .. · 

Mes.ageToll Telepnone S~ee 

Sehedule shall be modified 8S follows: 

: ______ -.-;;;D_1eJ.=-_St~o:.;..;;.t.;;.;1o_n~Se;;,,;o;;,rv1~e;.;;oe-(~p-a.1--d~0i4Y;.;.;;Ii/.o .... ) _-::":'~---: 
: : Even1Ilg : Night . 
· · : 

· .. 

: 
: 6 P.M~ to 11 P.M. : 11 P' .M. to' 8 A .. M~ : 

:Dey : S'I.Ulday tl:lru Fr1d~: Deily a:cd. 
8 A.M. to 6 P.M.: e.:c.d : 8 A.M. to 6'P".M~, : 

: Mcnday tbru Friday: All Day Se.turasy : S\l!l.de.yand Hol~s ~, 
F1rst : Each : F'.:st : .Each. ,. First : Each" · · 

.. Rate : Three : Addl. : Three : Addl.. : 1'bree ... : Addl. 
:.-,"M1=le;;o;;%>;;w.e~.;..: -.;;.;::Mtpw..e::: :_.~,:t;l).;tL .. L_ M;tnJ.:.t.e.s ••• :. + _l:!;t.~~~_:--1.1tp.B..~s Minute: 

0 .. 8-
9 - 12" 

13 .. 16 

l7" 20 
21-25 
26 .. 30 

31-40 
4l .. 50 
5:1. .. 70 

71-90 
91 .. llO 

III .. 130 

131 .. l50 
l51 .. 170 
171 .. 195 

196 .. 220 
22l. .. 245 
245 .. 270, 

m .. 300 
301 .. 330 
331 .. 360 

361 .. 430 
431 .. 510 
5ll .. 590 

591 - 685 
686-795 
790 .. 905 

$0.10 
.15 
• 20 

• 25 
·30 
.35 

.40 
. .45 

·50 

·55-
.65 
.70 

·75 
.80 
.85 

·90 
·95 

1.00 

1.05 
1.10 
1.15 

1.20 
1·30 
l.35 

l.4o 
1.45 
l.50 

$0.05* 
.05 
.05 

.05 

.10 
.• 10' 

.10 

.15 

.15 

.15 

.20 

.20 

.25 

.25 
• 25· 

·30 
.. 30 
·30 

.35, 
·35 
·35 

.40 

.;40 

.45 

.45, 

.45 
·50 

• 25 
• 30 
.35 

.40 

.40 

.45 

·50 
.60 
.60 

.65· 

.65 

.70 

.70 

.70 

.70 

.75 

.75 

.75 . 

.80 

.80 

.80 

.85· 

.85 

.85 

$0.05* 
.05 
.05, . 

• 0$ . 
.10 
.10" 

.10 

.10' 

.15 

.15 

.20 

.20 

.20, 

.20 

.20 

.20 

.20 

.20 

.25 

.25-
·25 

.25 

.25 

.25 

• 25 
.25 
.25 

* $0·05 tor each a.d.dit1o:l8J. two minutes. 

$0'.10' 
.. 15-
;.20'.' 

·25·' . 
.30' . 
·35: 

.40 

.40: 
• 40: .. :',. 

.40' 

.40·" 

.45' 

.45 

.. 45·' 

.45: 

.45 

.45 

.45 

.45 

.49'. 
~49' 

.49' 

.49::· , 

.49 

.49' 
~49" . 
.49" 

$0'.05* . 
~05- . 
'.05: . 

,.05' 
.10 
.10 ' 

• .10; 
.10 . 
.10: 

.10······ 
lO:'· 

'" ", 

,.15,' 

.l5 ' . 
• 15'·· 
.15' . 

.15" 

.15: 
,.15:,' 

.'" 

.15," . 
, .. If· 

.. 15: . 

.15;' 

.15/ ". 
.• 15": 

.15- .... 
' ... 15: 

.1$ , 
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: 
: 
· .. 
· · : 
· .. 
: .. .. 
: 
: Rate 
: Mileage 

0-8' 
9 - 12 

13 - 16 

l7 - 20 
21-25 
26 - 30 

3J. - 40 
41 - 50 
51 - 70 

7l-9C 
91 - no 

III - 130 

131 - 150 
151 - 170 
17:. - 195 

196 - 220 
221 - 245 
246 - 270 

m - 300 
30l. - 330 
331 - 360 

361 - 430 
431 - 510 
511 - 590 

591 - 6$; 
686-795 
790 - 905 

: 
: 

APPENDIX :s 
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RAZeS· - TEE PACIFIC TELEPHONE AND TELEGRAPH COMPANr 

o:trator Station Service : 
___ Paid and Collect) • Person Service : 

: Even1Dg: • Eve%l1llg :' 
: :6 P.M. to 8 A.M .. : :6 P.M. to· 8 A .. M.: 
: : Mon. tbru Fri. : : Mon. tbru Fri. ~ 
: Day :All Day Sat'Jrday,: Day :All D~ So.tu:-dsy; 
:8 A.M. to 6 P.M .. : S'lJndsy :8 A.M. to 6 P·.M.: Sutldsy :
: Mon. tbru Fri.: and Holidays : Mon. tbru Fri. • Mel Holids"ys : 
: First: Each : F1rst: Each : Flrst: Ee.eh : l"1rst: Each ., 
: Tbree: Addl.: Tbree: Ac1dl.. Z'bree: Ac1dl. ._ Three: Ac1dl. : 
: Minutes: Minute: M1!lJl~ Minute: Minute:::: Minute: Minute$~ ~: 

$0·35 
.35-
·35 

.40 

.45,. 
·50 

.60 

.70 

.75 

.80 

.85 
.. 95 

1.00 
1·05 
1.10 

1.15 
1.20 
1·30 

1·35 
1.40 
1.45 

1.50 
1·5S 
1.60 

$0.05 
.05 
.05 

.05 

.10 

.10 

.10 

.15 

.15 

.15 

.20 

.20 

.25 
.. 25 
.25 

.30 

.30 

.30 

.. 35 
·35 
.35 

.40 

.40 

.. 45 

.45 

.45 
·50 

$O·35·~ $0.;05 
.. 35 .05 
·35 ·05' 

.40 

.45 
·50 

.60 

.65 

.65 

.70 
·75 
.85 

.85 

.85 
·90' 

·90 
.90 . 
1.CO 

1.00 
1.00 
l.OO 

1.05 
1.05-
1 .. 05 

1.10 
1.10, 
1 .. 10 

.05- . .. 70' 

.10 .80 

.10 .90 

.10 1.05 

.10 1.25-

.15 1.35-

.15 1.45 

.20 , 1.50 

.20 1.55 

.20 1.60 

.. 20 1.70 

.20 1.75 

.. 20 1.85 
• 20 1 .. 90 
.20 1.95 

.25 2-.05 

.25 2.10 

.25 2 .. 15' 

.25 2.25-

.25 2.35-

.25 2' .. 45 

.25 2 .. 50 

.25 :2 .. 55 

.25 2 .. 60 

$0.05 $0.65, 
.05;' ~65 
.05 .. 65-

.05- ... 70 

.10 .80, 

.10, .90' 

.. 10 1.05 

.151 .. 25,' 

.15 1~35, 

.. 15' 1~45 

.20 1 .. 50 

.20 1.;55: 

.25· 1.60: 

.25',1.70-' 

.. 25·: 1'.15, 

.30 1 .. 85, 
~30' . 1.90 
.. 30 1.:95 

·35 2'.05· 
.35· 2.10 
.35: 2·JS 

.40 '2 .. 25' 

.. 40 2.35 

.45 2~45, 

.. 45, 2~50 

.. 45- 2.55 

.50 2 .. 60 

$0-.05 
.. 05 

.• 05, 

.. 05'· . 

.10;' 
.• 10: 

.10 

.10 

.15 

·JS. 
.20 
.20: 

.20: 
.. 20-' 
.20 " 

.20',' 

.20 . 
~20,·· 

.2$. 
·25 '. 
·25; 

.25 

.25- ' 
·25' 

.25,. 

.25 

.25 

·f 
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Method of A:p:ply1Dg Rates 

1. Classes. of ~rv1ee 

(A) Dial Station &"rv1ce 

AP.mmIX B 
Page- 17 

Diu station rates apply to: 

. 
" 

(1) ~trt-Pa1d messages dialed and. completed by the customer trom I). 

re-side:c.ee or business telepbo~e 'Without tbe as.sistAllce 0'£ 0-

telephone c~ operator. 

(2) ~nt-Pe.id mes.sages 'pJAeed :fl'om a I>ublic orsezn1-:pu"b11e coin· 
tele:pho~e a.t 6. rate m1l~sg~d.istanc~ of 40 miles or less. 

d1al complet1on tAellities ~e not a.vAilahlp.. 
~ui~ent or circuit conditions ceuse.ucsuccesstul 
d1al Attempts. 

tbe customer identities !Um04l!lt' as. being hNld.1eap:ped A.l:ld. 
~'ole to d.1aJ.. 

tbe oper&tor must ide~1t,y tbe calling'number where 
automatic reeordiZlg equ1pznellt is not' s.va.ila.'ole. 

(4) Sent-Pa.1d ~c~es r~est.9.'olished at'ter 8. serv1~ 1'a.1lure on So 
eustomer dialed ceJ.l. 

(:e) Opera.tor Ste.tion Service 

Operator otation ra.tes e.p:ply to: 

(1) Messages requ1r1ng. 'the ass.istance of So telephone c~ opera.tor 
ror eom:pletion of the calJ. ore. request tor e:tJ'y' in:for.ma.t10n or 
assistance relating to billing or charges tor such a call except 
tor operator services. used in cODnect1on With Dial Station Services 
noted e.'t,ove. . 

(2) Sta.tion messages ;ple.c:edtrom e. public or semi-public COin 
telepb.one at e. rate milesse diste.nce over 40 miles. 

(3) Ste.t10n messages billed totbe called. number? Ill. third telepholle 
number or a telephoDe comp~ credit c~d. 

(4) Station messnges where the cu:::toccr requests time a:cd charges 
quoted. 

(5) Int~e~e F.eC<-'1vJn~ ~erv:rce ~t\c~""~ (P.nt""r-pr:1se Clr7.enitb.).: 
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~. - TEE PACIFIC TEIEPRONE .AND TELEGRAPRCOMPAm:' 

l. Cl.asses of Serv:tce - continued 

(B.) Opers.tor Station Service - continued 

Opera.tor Station Rates apply to - continued 

(6) Messages 'billed to special toll 'bll11og numbers, Q and Z~ . 
:1ncl:uded • 

(7) Messases to or trom 8. Mobile telephone or 8. VHF Mar1t:lmetelephone 
'WWe d1eJ. !ae1l1t1es are not a.vailable.· . 

CoZlterence SeX'V1ce 

Rates a:od conditions s:ppl1ce.'ble to corlterence service are revised to· the extent 
necessary 'by the eb.aDges ordered. bere:t:c. 1n two-point service. 

t' 
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D. 80346 
D. 80347 
D. 80348 

COMMISSIONER MORAN~ CONCURRING. 

I conc~ in each of these three Pacific Telephone dec1sions 

today as they substantially co~ct the gross errors or law and 

juclgmenteI:bod1ed in this. Cocmiss1on's three previous outrageous 
FN/ 

decisions respecting Pacific Telephone (to all three or- which 

I dissented)_ 

It is unfortunate that th1s Commission has f1nallyrecognized . 

its responsibility to the people of California only because the 

Supreme Court has compelled the Commission to do so·. Literally 

several ~111ons of dollars~ not to mention the time ot dedicated 

statt personne1~ has been wasted unnecessarily" all a.t the expense 

of Pacific Telephone's ratepayers, the taxpayers, and. indeed even 

to the detriment of Pacific Telephonets stockholders. 

Dated: August 8, 1972-
san Francisco~ california 

/s/ THOMAS MORAN 

Thomas Moran 
Commissioner 

D. 76726~ January 27, 1970~ . 
respecting so-called ''Western Electric Adjustment"~ 
D. 77987" November 24, 1970" 
respecting so-called ttaccelerated depreciation", 
D. 78851" June 21, 1971" 
which granted Pacific a rate increase in excess ot 
$143;000,,000 per year. 


