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Investigation on the Commission's own

motion intoe the rates, tolls, rules, : _
chargzs, opexations.,. sepasitions. Case No. 90&4' B
practices, contracts, service and (Flled A ril 7 1970
facilities of The Pacific Telephone ¢ P )
and Telegraph Company.

2
Investigation on the Commission's own 2
motion into cthe rates, toils, rules, )
charges, operations, separations,

practices, contracts, service and 3
facilicies of the telephone operations)
of all the telephone corporacions )
listed in Appendix A, attached hereto.g

Case No. 9045
(Filed April 7, 1970)

(See Appendix A for Appearancés)

QRINION

By Decision No. 78851 dated. June 22 1971 in Application
No. 51774 this Commission authorized ‘J.'he Paciﬁc 'relephone and
Telegraph Company (Pacific) to increase its rates by $143 milli.on
annuallys the increased rates were effective July 23, 197'1.- -

On June 9, 1972, the Supreme Court of the Sta.te of
Califomia annulled Decision No. 78851 and d:!.rected the COmmisaion
as follows: "The decision is annulled. The comission is d:!.:acted
to reinstate the rates of its last lawful order preceding the :l’.nstan:
proceeding provided, however, that it may- gram: fnterim rate in-
creases should it find them approPriate while. it recons:’.ders
Pacific's application for rate increases. The com:!.uion is further
directed to order Pacific to make refunds in accordmce vi.th tha :
views expressed herein."” City of los- Am;eles v, 'Pub‘.!.ic Utilities

Comm. (1972) 7 C 3d 331, 359.
By Decision No. 80346, :.ssued t:his date, we complied with

the Supreme Court's direct:ions a.nd ordered Pacific to reinscate thef

2=
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Tates effective prior to July 23, 1971, and ve orde:cd Pac'.f.ﬂc to
make refunds in accordance with the views of the Supreme Ccaur:

Pursuant to the order of the Supreme Court we have re- |
considered Pacific's application for & rate :Increnae. Our recon-
congideration has included thogse issues ‘discussed in the Supreme
Couxt decision ammulling our Decision No. 78851 and, in addit:wn, :
the views expressed by the Supreme Court in City and County of
San Francisco vs. Public Utilitfes Comn., 6 C 3¢'119. In the

San Trancisco cagse the Supreme Cou::t aanulled our Decis:ton

No. 77984 dated January 2, 1971 in Application No. 51774 in vhich-‘
we had calculated Paciffc's federal income t.u.x e:q:enu for rate~ - |
waking purposes on the basis of accelerated: dep‘rec:ta‘.tion v:;th ‘
normalization, and directed us to hold further hearings on the :
tax expense problem. As those further hégx:tugs have not ‘bcen "
completed as of this date, for the purpose of this opinion vonly',‘
we will compute Pacific's federal tax expense on the basis of L
accelerated depreciation ﬂﬁh‘flw-through. -

In our reconsideration of Pacific's app].ication in t:he '
light of the Supreme Court's rulings, we bave used the :Eollawing‘
guldes:

(1) For the purpose of this opinion only, {v)e have. -

computed Pacific’s federal tax expense on the basis §£ accelerated
depreciation with flow-through; _
(2) TFor the purpose of this opinfon only, we have -

computed Pacific's state tax e:q;ense on the basis of accelemtcd
depreciation with ﬂaw-th.rough, .
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(3) We have. adjusted Pacific’s plant and expenses t:o _
establish lower prices than those actua.lly charged Pac:f.f:tc by 'Lt:s
affiliated manufacturer, Western Electric Company, Inc., on che |
theory .that Western should be entitled to no greater rat:e of :
return than would be reasonable for Pacific. The rate of return '
ve have used £o make this adjustmeat 4s 7.7 perceat; |

(4) We have elimmated from rate base $75 mill:ton of
1970 capital expenditures and $80 millfon of 1971 capital expendi-f‘
tures t.h.a.t: are out-of-'period adjustments, and we have :eadjusted
the dcprecia:ion expense. ad valorem taxes, and’ income taxes to
reflect this elimination; ‘

“ (5) Ve have maintained the rates for lifeline aervi.ce
at the iwel in cffect prior to July 23, 1971. -
of Pmiéic 's application, we find that Pacific is entit:led to a
rate :!.ncrease of $§55.4 million.

| Upon rcconsiclération of the evidence nubm:tt:ted‘ in suppoxrt
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v

Introduction ;‘ :3

In Application No. 51774 ‘I'he Pacific 'J,'elephone and.
Telegraph Company (Paci.*E.I.c) secks authority to raviu cert:ain ot
its intrestate rates and charges so as to increase its anmml
revenues, based upon thﬁ level of operarions during rhe test year .
1970, by approximately $1.9S 000,000. .
In Case No. 9036 a consumer assoclation known as Consumers -

‘Ari.se Now (cm) R rogethzr with William M. Bennett, seeks (1) an
oxder requiring submiss:t.on To- the Comission by Pac:t.ﬁc of records _
regarding adequacy and cosr of serv:tce (2) a hearing on rhe adequncy
of Pac:!.f:f.c s sexvice, and (3) an order requiring Pacific ro correcr ‘
gervice deficiencies and denying any rate relief un!:ﬂ. auch
deficiencics are corrected _ .

_ In Case No. S'MZ 144 Spanish—speaking telephone sub~- -
. seribers (SSTS), cogether with the Spanish-Speaking/Surmed Poli.t:f.cal
Assoclation, The Mexicaxm-American Poli:ical Association and. rbe '
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Healdsburg and Windsor Local Action COuncil, seek (l) an order ,i
requiring Pacific to provide £u11 bilingual Spanish-EngILsh servicas, !
(2) an order establishing_redueed rates to Spenish-speaking, non-
English-speaking subscribers until such :ime as £ull bilingual ‘
service is provided, (3) consolidation of this complainc*with Pecific ]
rate application and (4) a public heering regarding the serviee
offered by Pacific to Spenish-speaking subscribers.v

In Case No. 9043, CAN, x:ogether wi.'ch Willi.am M. Bennect:.
seeks (1) an order declaring Vestern Elee:rte Compeny, Inc. (Western)
to be a public utility undexr the jur:!.sdiction of the Conmission, |
(2) regulation of the prices for celephonie equioment eharge& by |
Western to Pacific and (3) regulation of. Western s rate of return
at a level no higher than that allowed paciftc. |

In Case No. 9044, an investigation 1n1t£nted by the
Commission, tbe scope of these proceedings is enlarged co cover

essentially ell aspects of Pacific's pub]ic ucilicy operations.‘

In Case No. 9045, another 1nves:£getion ini:ieted by thea

Commission, the scope of these proceedings is further enlarged to
cover (1) separations procedures affecting 'he toll and other aec-rV
tlements of Pacific and ocher California terephone utilities, (2) o
gulti-message unit rates of ?ecific in the Los Angelee Extended ,
Area and Extended Area Rates effecting che rates of otber Celitornie :
~~Lephone utilicies, (3) toll rate disparities between.interstate

ca3 intrastate message Coll rates affecting California telephone -
ucilities, and (4) any disparity~between exeheege rates‘eed condi-

tious of service of Pacific and the e:her‘celeﬁhene-utilitieee f
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Efghty-one days of hearing were held before Comissiooer :
Sturgeon and/or Examiner Catey between June 15, 1970 and March 26
1971. The consolidated proceedings were uubmit:ted on Mm:'ch 26, o ‘
1971, subject to receipt of dbriefs, which have been “rece:.ved. o

Testimony and exhibits were .ptesented‘by‘.ﬁ.mossea foi' .
Pacific, the Citles of San Francisco, Los Angeles and- San Diego,
the California Farm Bureau Federation, a number of other organiza;
tions and individuals, and the Commission staff. E‘Lghteen of t.he ,
hearing days were reserved specifically for t:he presenut:ton of
testimony by wembers of the gene::al public.-
Service Area

Pacific 8 service area includes relativelr la.rge portions
of the coastal and central sreas of the state and relat::i.ve].y smll
portions of the rest of the state. Of the approximately 93,000
square niles of Californmia that has telephone and" related serv:[cea,
Pacific serves about 50,000 square miles. Pacific h&s some 393
exchanges, with approximately 10,100,000 company teiephones'.“ : Ihe ‘
remaining area is served by about 29 independent. telephone companies,~

with 228 exchanges, serving approximat:ely 2 700 000 company
telephones. -
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Affi{liated Interests

Pacific is ome of 21 principal telephone operating subaid- | .

iaries of American Telephone and Telegraph Company*(American).
operating subsi{diavies, together with two operating_companies in
the United States in which American owns 1ess than a majority
intersst, are termed associated companies.‘ Amcrican also owus
Western, which panufactures and installs equipment for the- aasociated
companies and the long-lines department which connects tha operating
companies of American. American and Western each owns. SO percent of
the ocutstanding capital stock of Bell Telephone Laboratorios. Inc. |
(LABS), which is the research and developmnnt organization for the
Bell System. The associated companies, Wbstern and LABS, togotbe:
with American, form the Bell System. ‘

About 90 percent of the outstanding capital stock of
Pacific is owned by American. Pacific, in turu, -owns all of the
outstanding capital stock of one subsidiary. Bell Telephone COmpany
of Nevada. That company renders telephone sarvice only-within the |
State of Nevada. S
Sexrvice , o AR o

Sexvice is an important aspect of a utility rate prooce&atj.tf::,
{ng. Hearings devoted cxclusively to testimony of public witnesaes “""
were held early in these consolidated proceedings 80 that Pacific
and the Commission staff would have an opportunity to review and '
evaluate any service problems described by those witnesses. .The'
presiding examiner required Pacific to investigate and prepaxe
written reports wherever witnesses had specific service complaints. .
A copy of the appropziate XCPOrt was mailed to- each such witness nnd
coples o£ all 42 of the reports, collectively; were recoived as
Exhibit No. 57. |
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A review of Exhibit No. 57 shows t:hni: many of ﬁhe com- B
plaints were valid, but that they were primarily related to i.solatcd
problems that could be, and now have been, . ‘solved by con:ect:f.ve
action on the part of Pacific. Some of :ho other conditions com~
plained of will be corrected inm the neax future. by Pac:l.ﬁc s budgoced -
plant {mprovement progran. Three of the public w:l.t:nesses who pxa- o
sented couplaints were not completely satisfled w'.!.ch che report ‘
sent to them by Pacific. Reports on Pacif:t.c s fuxthe: mwstiga::t.on | |
were received as Exhibit No. 57-A. The Commission st:aff'a review
of Exhibit No. 57 indicated that two others way warrant further ‘_
study. In general, however, there does not appeax: to be a signif:l.cant
number of unresolved service complaiats. .

Soma public witnesses zecomendod tbat 1n order to koop -
rates as low as possible, Pacific should budgm: lowex’ c-.ap-.l.oal |
expenditures for plant roquired primrﬂy to :t.mprove scrv.l.co. : ‘
Exhibit Ne. 10-A indicates that, duri.ng the per:Lod £rom 1964 to 1968, B
Pacific did, in fact, concentrate :{.t:s reaourcea on the p:ov‘I.a:Lon o£
basic telephome capacity and minimized its dincretiom:y o:cpendi- :
tures. We considered this practice ul.c:!.mtely to be detrimem:al
to good telepbone sexvice. The record shows that we so advi.sed.
Pacific in 1969 and strongly uxged greater emphasisj on plan: invost-
ments for decreasing the liklihood of service probloa_ns;< We are _
still of the same opinion. The order herein req@i;resf?aciﬂf:!_.c to
inszall plom: additions az the rate of at least S750,000-;,900:' pe:
gyear for the next three ycars., | | | .

Pacific maintains statistical studies wh:!.ch develop, on
a continuing basis, "perfomance i.ndex" f:tgures which prov:l.de a.n a
appraisal of service quality. Exhibit: No. 10 shows six of the
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principal overall indexes for recent years nnd Exhibit No. 73 shows
detailed dial service indexes for one of the San Francisco exchanges.
These indexes are quite comprehensive and tead to pinpoinc po:en:ial
weaknesses in Pacific's system at a sufficien:ly early date’ to
permit corrective action before service bas deceriorated.to unacccpc- .
able levels. In fact, 4in a recent decision, the' Cowminsion ordated
General Telephone Company of California to~adop: the service 1ndex
procedures used by Pacific. \
At the request of the Commission staff, Pacific presanccd

Exhibit No. 58, a summary of information relating to customer service.
This includes such items as quarcerly'reporcs o£ actual and expected
sexvice weak spots, quarterly reports of the backlog of mnin service
and xvegrades, repoxt of the cuxren:,status of-telephone-service in
the San Fraacisco Bush-Pine complex, and a Summary'of‘éﬁstomer
opinions about service, compiled from quescionnaries sent co custo- ‘
wers. These data indicate that service generally s good and that
Pacific is taking steps to eliminace potenzial t:ouble spocs in the |
near future. In Ethbit No. 61, the staff states chat che varioum
index figures show-that Pacific's service, in general i3 above the
Bell System average, but that the San Francisco Bay Area has more:
weak spots thao the rest of Pacific's area. ‘

Present and Proposed Rates

Pacific's present rariffs include numerous‘schgdules for
telephone and related sexvices. Tbe'present’rates and‘charges‘andf
- those proposed by Pacific are set férch_in detail ih\:he'iﬁﬁfpage
Exhibit T attached to the applicacioﬁ. in genexal terms; che1 

increascs and decreases proposed‘by\PaCific-aragas-followé:'f,
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Exchanges in the San Francisco-East Bay, Sacranento,
Los Angeles, San Diego and Orange County Extended
Areas would receive increases resulting from the
application of uniform sets of basic exchange rates
for residence and business service. The increases
would generally be in the range of about $1.85 pex
main residence telephone and $3.80 per main business
telephone. | .

For exchanges located outside the aforementioned
extended arcas, increases in basic exchange, residence
and business rates would depend upon the size of the
exchange and whether or uot extended area service is
offered in the exchange. These iacreases would be
generally about $1.85 per main residerce telephone
and would range from $3.80 to $6.30 pexr maia business
telephone. S -

The message uait chaxge would be increased from
$0.0405 to $0.045. _ '

Sowe intrastate message toll telephone rates would bde
{increased and some reduced. Residence Foreign Exchange
Service basic rates, Airport Intercommunicating Service
rates, and Centrex Service rates would be increased.

Directory Liscings.ratesffor certain Addi:ionai Liscings'
and Lines of Information would be increased.

Key Equipment Services rates and cbargas-would‘bo
increased for certain MKC, DIAL, PAK, and Business
Interphone Sexvices. o -

Mobile Telephone Service monthly rates and séfvice‘r
and equipment and non-recurring charges would be
increased. : B

PBX Sexvices and Dispatching Systeam Service rates
and charges would be increased.

Service Connection, Move and'Change,.andfln-Place
Connection Charxges would be increased. These
increases would range from $1.00' to $3.00.

Supplemental Equipment rates and cha:ges would be -
increased for some items and reduced for Special:

Type Cords.

Special Assemblies of Equipment rates and charges
would be increased, and special arzangement  for use
with tandem dial connection would be withdrawm.

Telephoné Answering Sexrvice rates and cﬁazgeé‘for,"
cord-operated equipment would be Increased. -
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The effect of Paciﬂc s proposed chnnges would be to _
{ncrease basic exchange rate revenue and mobile :elephone service
rate revenue in the range of 40 to 50 percem: to- increase revenues
from various other rates by lesser percencages, to :educe Xevenues -

from a few rates by nom:{.nal. percentages and to- :i.ncre.ase t:he resultanc' :
intrastate revenue by about 12 percent.

Results of Intrastate Overations

Witnesses for Pacific and the Commission staff bave _
analyzed and esc:(.nated. Pacifd’.c s intrastate operational :esults
for a 1970 test yaar. Pacific’ s estimates were presented :!.n Exhibit
No. 2 and the staff's estimates were. presenced in Exhibit: No. 66.
Additional details and comparisous of the two es:i.mates are set |
forth 1n Exhibit No. 102. Both Exhibits Noa. 2 and 66 were ,prepued.‘-
before actual recorded results for 1.970 wex:e ava:r.lable. Exhtb:l;t-'
No. 75 shows those actual recorded results, together w:f.th ccrtain
rate-making adjustment:s similar to sowe of those adoptad by t:he

Coumission in Decision No. 74917, in Pacif:[c s prev:t.ous race
proceeding.
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It is difficult to compare directly—tbo summarics pre—“rﬂr‘:"'
sented by Pacific and the staff because ‘sone of the 1cems wnre not
presented in a consistent format. Pacific s adjus:ments to- reflect
changes in operations preseribed by Decision No. 74917 but not '
fully reflected in actual 1970 operations were sbown as addici;onal :
revenue requirements, whereas the scaff showed choae items as
adjustment to the rate of return that had been dexivod excluding
the adjustments. A revision in allocation of expenses and rate
base items between interstate and intrastate opcrationa‘(Ozark
Separations Plan) became effective after Pacific's Exhibit No. 2
had been prepared and thus was not reflected therein. A&justjments
to expenses and rate base were 1ncluded to»ﬁodify gctua1 rec6tded'
results in Pacific's Exhibit No. 75,.to'reflecthtﬁétoiatk Piaﬁ;-
whereas in Exhibits Nos. 2 and 102, the staff'é”corfespondiﬁg H
adjustments are shown as composite adjuacmen:s to rate of return

Table I herefn summarizes the staff's esctmates in cheir,
original form and on an equivalenc basis conststent with.the format
used by Pacific. This simplifies comparison of the various corres- :
poading components of the estimates prasem:ed.by Pacific an_d the
staff. The adjustments are deseribed in more detail inicbc‘dit;'

cussions hereinafter of revenues, expenses and rate bage. -
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Table I

Restatement of Staff Escima:e :
: Test Year 1970 .
- (Dollars in- Millions):

Mbdificarions I R
Original TOUZTSIL S.Jose Wzark = Restated
Item _ Format 2 WU Exch. Plan? - Format
Operating Revenuwes §1,602.0 $(24.3) - ${2.i)'$§ OQOf} $1;575;6'
Opexating Expenses . o
Excl.Taxes 1,077.8 0.0 (9-2)  1,068.6
Taxes ,Excl.Inc.Taxes 137.4 0.0 (1.1)  136.3

State Income Tax 20.9 : 0.1) 0.7 . 19.8
Federal Income Tax  132.1 . (1.0) 4.7 124.7 -

Total $1,368.2 $(12 8) $(l.1) & (4 9) $l,349 R
Net Revenue $ 2338 SQLS  KLOYS 49§ 2262
Rate Base $3,369.4  § 0.0 $0.0 $(28.8) $3,30.6
Rate of Return 6.4 (0.34)% (0. 03)7. 0.20% 6.77%

Adjustments (0.17)% - - - 0.00%
Adjusted Rate of Return 6.77% - - - 6.777.‘;1}.-
' (Red Figure)

*Assuming that the relationship between fncremental
change in expenses (befeve income taxes) and inere~
. mental change in rate base, due to change to the
Ozark Plan, would have been in approximately the.
sawe propo:tions in the staff estimates as in
Pacific's estimates in Exh;bzc No. 75..

Summarized in Table IX, frOm‘the exhibica of ?acifiC‘and‘
the staff, are the estimated, recorded and. adjusced resulcs of int:a-“
state operation for the test year 1970 under preseat celephoue ratea-*
For comparison, chis table also showsrthe corresponding adopced

results of operation as discussed hereinafcer. |
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The adopted results include an adjustment for prices )
paid to Western Electxic Company, using a 7.7 percéﬁt rate of
return for Western, as shown in the si;aff e:chib:_it‘. and é:éclgde . ‘
nonrevenue producing plant investment and associated expenses.

In add:(t::i.on, in computing fedexal and state t:a:@es y We ha.ve used
the flow-through basis rather than norxmalization tov'v§cco$mt““£pf“
savings from the use of liberalized depreciationm.. .The use 6£‘j. '

flow-through results in a reduction in gross anmual revenue:
requirement of $52.2 million. | |
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TAELE II
RESULTS OF IUTRASTATE QPIRATIONS
UNDER PRESEUT RATES = TEST YTWAR 1970
(Da2)azs in }.i.ulions, :

(I T L

Ttem

. Pa@ 3.C ouall
.Estmtcd.ﬂccordod. .Eat.imatod' .
: & e & R T

ratins Povannes

Jaadjusted fox 2971 Mate Changes
Eldmirate 20+ %0oil & 21020
Changes {1 San Joso Zxchange
Increased Directory Adv. Rates
Addustod
Qrevating Tumenses Toa), Taxes
Exel. follewing Five Ltens
Adjust for Ysur-Znd Warge Levels
Adjust for Penzion Fund Int. Pate
Depreciation, Ixel. Following Two Items
Change to Czark Separations -
vestern Tleetrie Adjustment
Adjus‘:.ed
Taxes (tiyre Tasn Cn Incsre
Payroll,, Zxel. Ozark ~djustment
Ad Valore= & c-t.her, oxel. Ozark Adj.
Change to Czark Saparations
Adjusted
Income Taves _
sutc, 2xel. Qzark Adiustment
Federal, Zxecl. Czarz Adjustmoent
Change to O7ark Seperations
Adju..?n:{ «

Total Epensct & Taxes
Fot Revenue N
Avera ze Pate Tazae' ‘
-Exel, Ozars Addceiments
;elaphono Pla.n‘.'.
Voridng Lo '
I’.ntorials & Suop".iﬂa
Dapreciaticn Resexve
Westorn Zlectric Adjustment
Reserve for Daforrcd Taxes
Subtotal _
Changs to Ozark $~pa.ra.‘&£on..
'.tota..

B-.to or Rotum on Avg. R:\tc Baao

.

-i_ N IED

'Adjustcd -Adius‘bc:!‘ '°Ad 1ustcd-‘ . v;\'.!m:t.eo .

$1,579.8 $1.5°3.1 $1,602 o a.593-

(2:..) (e v) (za.ar (24,

0.0° (2.4) - (23)
17 0.0

lr567¢7 1,575'-6 o

10.5 . 0.0 .

0.0 (7.5)"
(7.8 236

0,0 (3 7 ).

(2.

1,567-T -
852.2°

oom
oX-3-

v
L .
°
.—)
to

23 8
1.«.7.8 .

v
0

e
n27
(1.1)

.
| o

ojo

.:.-.o 7 1363 .

186 193

100.0 1 120.0-
L6 Bl

L d
Wl

Blosy SloBe

»
o

.z ie.s
1,361.),,- ,3‘1;9.4;"?*_, '
1973 2064 :262 |

&, 362 3
53-—8

(9.,..9\;, R
(A9
N« o OB

C79.3

:.,305.9
558

13
(980.8) (985 9)
o 0.0 (3L.6)

‘131
: S (9n8)
(3R) . (33) 0 (o)

Y R WX S 3,369.- 3,uzu.,'
0.0 (93.3) 0 (28.8) (oY

3»“‘5‘-“ 3,‘““0--.3 ‘ :3&0.6 3r391'5
5‘73( " -995 6.m 7 02#‘

(Red Figure) |

- -16-

1.7 _:: .
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Operating Revenues

The first item shown in Table IX i.s the 1970 operating
revenues before adjustment for 1971 rate cha.nges. Pac‘.t.ﬁ.c. 8 or‘.tgi’.na.l . |
estimate is about 22 million dollars lower than the ataff's. Actual
revenues were between the two estimates and somewhat closar to t.he
staff's estimate than to Pacific's. The staff expressed some
doubt that the recorded revenues for the last half :“obf ‘ i;_.);e year ;
followed a normal pattemm but had not an.ﬁ.lyzed-‘them fd? ‘re.‘sdvfl}ir‘o{ 4
that doubt. We hereby take official notice of t:he‘:ﬂénthly reports
for the past three years filed by Pacific -ﬁursuan’i:’ to- General -.Ordevr .
No. 65=A. A xeview of mont.hly'revenues in those":epoi:ts"shows a
relatively uniform seasonal pattemn du:::Lng that 3-yea: period.
Revenues reached a yearly peak in October of each yeax, fen about
4-1/2 percent in November of each yea:. and rose again in Dece.mber
of each year. We find that recorded revenues were not abnoma.lly -
low or high {n the last half of 1970. Actual :avenuea for the I'
full ycar are adopted as the £irst item in 'Iablé II.

Paragraph 5 of the oxder :Lri_ Decision No. “749(17 required -
Pacific to establish extended service, in lieu of tol.l‘ axid’lmulﬁ‘-" '

message uwnit service, over all routes whe:e the. toll route mﬂeaga
is 8 miles or less. This program was compléted ’by December 31.
1971. The loss of revenue resulting £rom t:his change was zeﬂect:ad
in the test year 1970 to make the test year indicative of futm':e
operations. There is only a_minor_diffezence‘ betwegp the es:i:;xates'
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of Pacific and the staff for this adjusmgnc._' 'rhesuff‘seatinat.e |

13 based upon the 1971 level of operations.’ Pacific' al‘ estim#te*‘

is based upon the 1970 level of operations. Paciﬁc s ‘bas:ts 1s'

more appropriate for the test year 1970 and is reflected :Ln t:he

adjustment adopted for this item in 'J.'a.ble 1. : _
Paragraph 6 of the order in Dec:(.sion No.. 74917 require&

Pacific to establish remed district areas ia :Lt:s San Jose e:r.cha.nge. ‘ |

This results in reduced revenues f£rom the San. Jose exchange. e

completion date prescribed by the Commission was July 1, 1971 and

was accomplished on schedule. Pacific did not :anlude an: estimate ’ |

for the effect of this change 1n its original present:ation, butr o

d{d include an adjustment to the recorded results in Exh:!.‘bit No. 75 .

As in the case of the preceding item, Pacific's" est.:!.mate based |

upon the 1970 level of operat:ions is wmore appropriate than the -

staff's estimate based upon the 1971 level of opera.tions. Pacific s

estimate for this item is adoptcd in Table IT. “ |
Directory advert:tsing rates are included in t.he rates

increased by Paragraph 1 of the ‘ordex. in Decis:!.on No. 74917... _

old directories expire, the new rates become effect::!.ve :Eor advertisi‘.ng‘ ‘-

in the new directories. The add:it:tonal revenues wh:tch would have S

been produced during 1970 if the new rates bad 'been applicable to‘ ‘

both new and old directoxies, were {ncluded. by Pa.c:t.f:l.c :Ln :E!:s ‘

original estimates and as an- adjusment to recorded‘ :cvenues but

were not included by the Commission s‘ta‘ff . Consistent w:[.th the

adjustment for redpced révenues !.n. the preceding mo items, :he

increased revenues for this item ghould be 1nc1uded as an adjustmm:.l

Pacific's estimate for this item is adopted in 'rnble .
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Operating Expenses Lxcludineg Taxes

The first expease item n ‘I.'able II excludes t:axes and _
depreciation and also excludes adjust:men:s for wage levels, pension -
fund interest rate, Ozark sepaxations and Western. Eleccxi.c pr.!.c:es.
with those exclusions, the totzl expense estimate& of Pacif:“.c and
the staff are almost :Ldem::’...al, although there are d:!.fferences :l.n the
dfstribution of the expense cstimates by accounts. 'J.‘he s:!.milarit:y 4
the two cstimates ic c‘.uc :tn part t:o the fact that, for the pu::poses .
of this proceeding, ?aci.fic does not d:t.spute certain adjustments made"r"
by the. Commission in Decisiou No. 74917. These 'anlude the a:ccluaion"‘ |
of expenses related to legislative advocacy, dues to cextain organ-
:L..at:!.ons, general serv:‘.‘:es and license fees. pa:!.d to- AT&’I write-off
of pay TV facilities and plant acqu:.s:{.tion adjustment:s, and the
wmifunded pension expense adjustment.

Actual recorded expenses for tae first expense item on
Table II exceeded the estima.tes of both I’ac:!.f:!.c and the sta.ff A
review of the zonthly ::cports referred to in the d:t.scuss:f.on herein
of revenues shows chat: for a fow of the months. cert:d.n e:q:enses such

as maintenance mcpenses were somcwha: higher t:b.an a noml t::end wouldig n

{ndicate. The amount a.doptcd for the f:Lrst group of expenses :Ln ‘
Table II 1s based uoom the estimates of t:he staff, which: est:!mtas we

£ind to be rc«prcsenmc:we of a normal level of such expenses £or 1970

Maintenance Expenses

One of the staff engincers who had :eviewed Paciﬂ.c s
maintenance c:qmnses recomrends in Exhibit No. 63-A - that. the est:f.:dat:e
of such expenges incliuded by r.he staff ta’ Exkivit Ho., '66""hou1d:be ‘

reduced bccau:,e Pac':.f:xc s malntauance exponse pex telephono duzing

1969 was bigher than the averng-;. of ochor Bell- System operm:i‘ng
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companies. Cross-examinacion of this wi.ci:;esé discloééd,“‘hvo’weve:‘:-, th.:u: e
there were significant errors in his calcuiations and that 'h"e‘ had |
fafled to give adequate. cons’idc:at‘ioﬁ‘ to such undisput:ed f.f'.’.‘c\g‘a.as‘ :
Pacific’s higher waéc' léveis, differences in the depart:nents to whica
engincering personncl of the vaxibv;b ‘co*mpan:'.es are noﬂn;aliy aséignéd,
relative qual:t:y; of sexvice, offsets due to work clbné- by"\)?,a..ci.’ﬂc -‘_f'or.,._“
compensation rélating to other Bell System opergﬁioi;s; relative rates S
of turnover of persomncl, and relative complepc:[t:!.é's‘of_ the’ ‘vdr.!.'ous' o
telephone systems., We £ind that the further adjustment to;?avcifi‘c‘v'»é_ .
maintenance expeascs 3:;¢com.:eﬁded‘ {n Exhibit No. 63-A is ‘n‘d-; aAp'p:o';w‘

Advertisinc Exsenses

The item of Pacific's expenses which was subj‘e_ict; to the most ,
criclelsn of public witnesses is advertising. The‘-ér:.:icism recgod '-'fm :
generalized statemencs that "a monopoly doesn't need lto' advertise" to B
specific examples of advertising which the'custom‘ers‘ conte}nd.ejc‘!‘wete-'of :
no benefit to them and which they ;ons:'.deredi £o be merely : sel‘f-'-. ' |
laudatory on Pacifié's part. ' |

In Exhibit No. 61-A, the staff cites Decisfon No. 50258, dated '
July 6, 1954, in Application No. 33935. In that decisfon the Commis-
sfon expressed an opinion ._ regarding the general benéﬁts, and ‘reasonable .
level of advertising for Pacific at that t:tine: o

"Applicant's program, in our opinion, results in ob-
tainin? sufficicnt numbers of employees to avoid
expenglve overtite oay, inereasing reventes f£rom
directory advertising and long-distance serviece,
improved service and reauced cost of aandling public -
inquiries. In 1952 the applicant spent less. than three
quarters of ‘onc percent of its revenue on advertising.
In our opiniom an exmpenditure of no greater magnitude

this iz not exeecrsive comsidering the rasdlcs
achicved, Lt is obvious thac chould the amemnt be
disallowed in its eatirety, such astion would mot
obviate the need for a rate increase, as some pro~
tegtants appeared to believe." o

-20-
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In Exhibit No. 61-A‘1n the cu.rrent procceding,; the: strrf .- |
lists some of the subjects covered by Pacific's advert:t.sing ﬁhich\ |
inform, advise, instruct and solicit the cooperation of telephone _'
users in making the wost efficient use of the telephone. 'rhe amount
of all such advertising by Paciffc, chazgeable to total CAlifornxa |
operations, as estimated by the staff for ..970 is 11 .5. m:tllion |
dollaxs. This represents less than six-tenths of one percent of Total
Tevenue at present telcphote Tates. ‘ ‘

ExhIbit No. 54 shows that the actual 1970 advertising e:pensa.‘{
was almost one willion dollars highexr than had been est:!mated by the
staff, We are of the opin:!’.on that the level of Pac:!.ﬂc s ecvertis:tng .
expense In 1970 was not excessi.ve. It falls well w:tth:t.n the propor-“
tion of gross revenue which Listorically has been considered rmon-

able. If we could conclude from the record. t:ha.t:, in addition o bein& ) a

reasoneble in cost, the message in each advertisement was of benefit
to customers, we would mot hesitate to allow the actual 1970 advertia—
iog costs in full for the test year. ‘Ihere is serious ques::!.on, .
bowever, that all of the 1.4 million dolla.rs of actual 1970 expenses
related to "informative advertising" such ag descr:tpt:!.ons of ins:ances
of employee helpfulness, are of si.gni.f:tcant benefit to customrs. By
not adopting the recorded expenses for 1970, we hnve in- effect'-
disallowed about one m.ﬂ.lion dollars of advertising expense. We find
that end zesult to be reasonable.,

License Contract Services

Paclfic's pazrent, ATST, prov:tdes certaln serv.t.ccs such a3
basic rescarch, advice and assistance in cng:(.neering ﬂ'&fﬁc, plant

cozmezeial, accounting, legai, f:f.narcir'v and othex watzers for the. Bell ‘

System opera...ing companies, where these aerv:!.ces can. be perforned more S

-21-
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efficiently and effectively on a centralized basis. ?ayméht:s t:b AI&'.I.‘ kN
for these scervices are based upon the application of a- factor, cur="
rently one percent: of the gross revenues (with winor adjustmenm) of
each operating company. R R
H:Lscorically, the Commission has rejected the percent:age-of-ﬂ
revenue basis of payment to AT&T when decermining :aasonable ‘expenses E
for the purpose of sctting rates for Pacific. Although over a period )
of years the percentage basis might result: in average charges that are
reasonable, the end result in a part;icula.r yeaxr at a’ partiqu}.arv level
of rates may not be .reasonable. For emmple,' a tén-peréent’ hcrease"
in Pacific's t:clephone rates would result in a2 ten-percant: increase
in payments to ATAT for cxactly the same services. In J.ieu of the - o
percentage allocation basis, the Commission gemera.lly bas based its
prior decisions on a determination of actual costs to AI&T for the
gsexvices rendered to Pacific. In the current proceedings, bo:h |
Pacific and the staff h.a.ve based theix estimates of :Lnt:rastace :
expenses on that same concepc. The result: is a slightly highez al- -
lowance than the actual payments under present telephone rat:ea and a w
slightly lower allowance than would actually have been payablg-vunder :
the telephone rates authorized herein. | o

Counsel for the Commission staff. d:!.sagree wit:h the est::!.mat:es -

presented by their "client™ and by Pacific, Staff counsel An their
opening brief, recommend disallowance of all or part: of the payments

to AT&T for the services provided under thedx conl:ract because
specific dollar values fox each of the sexvices: rendered could not: be‘
cited., The undisputed evidence is that most: of theae serv:tces would '
have to be performed by Pacifie if AT&T d:!.d noc pzovide thcm and that- ’
Pacific would not be able to duplicace those aervices for t:he amounta
paid AT&T. The expenses adopted in Table I inc!.uc’.e payments to AT&T“' |

fox those services on a cost: ‘basis :Ln lieu of t:he percenc-of-revenue ‘
besis. ' '
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Year-End Ware Levels

Utility rates are set prospecﬁiﬁelf,v not- ;e&oactiveij.’l - Ag
in the preseat px:oceeding, 1t s mot always pracﬁcable', hbwever', to.
uge a future year as a test year in determining the level of ea.mings '
which will prevail at any given rate level. Inst:ead a p'd.or Y“‘-' i -
used as a test year. In the absence of convincing evidance to. the-
contrary, it is generany assuned- that the higher rate bnse and. '
expenses resulting from increases in customers 4n the near future
~will be approximately offset by the additional revenues from the new
customers., Known changes during and beyond the test year wh:!.ch are
mrelated to the future growth normally are "rolled back" :i,nto the
test year so that the end results reasonably'reﬂ'ect thc ‘oﬁeratiflé'.l
conditions which will prevail during théuperi_od‘ whe:‘x»v the new rates
will £ixst be in effect. ' L N _

One of the known changes unrelaytecll‘ to growth'is the general
wage Increase which became effective during 1970 for Pacific's .
employees. Pacific included an adjustnient to show the inéréas_ed‘
level of expenses which would have resulted if the vv}agev"inérease ‘had
become effective on January 1 of 1970, whereas the staff dfd not make ‘
a sinflar adjustment. The adjustment fs reasonable in setdng :at.es
for the future and is adopted in Table IX.

Pens{on Interest Rate

Pacific's present pension plan for its ~e:np10yees i’.s fnnded.‘“ ‘
That 15, even though the pension is mot yet paysble to those employees
who have not retired, payments are made into a fund for ..ut:ure o
pensions. The pemsion fund acc'mals, by themselves, a:e calculated to
provide parc of the total uldmm:ely pald to recired mployees. 'Ihe
rest of the amount needed comes from earnings on the pension fund l

obtained by the investment of those funds by the fund’s :zuntcea‘

-23-
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Many factors go fnto the compu:aci.on of the proper accrual
which, together witch earnings of the fund will provida ‘the- requi.ted
pension for each mployec when he ret::t.res. Detailed am:uaﬂ.al studies
provide projections of probable future efféct: of suc.h cb:.ngn u turme
over of personnel and perxsonnel morcality acatistica. Other cons'.tder—'
ations, such as the effect of future wage changes, £uture negociated‘
changes in the plan's benefits and average. oarninga on the £und'
invegtments arc not cas:!.ly evaluated,

Pacific, in determining its accrual, assumes no £ut\xre changes B
in the plan nor in wage levels. This would renult in seﬁ.ous deﬁcien-
cles 1if some means were not: used to cover such contingencies. 'nm
dssumption by Pacific of a low interest rate on tha fund's earni.ngs
tends to provide for such cont::{.ngencies, although for f.he past’ twcm:y
years even thic exped:l.ent: ‘has not pxroven sufficienc w avoid ‘
deficiencies. TFox example, in Decision No. 7&917 t:he Comiuion
disallowed a poxtion of the acerual used by Pa.c:l.fic. Paci.fic cen!:inued' '

to pay moxe into the pension fund than had been allowed an an mrating- .

expense. Despite this, the reserve has continued to be deficignc. |

In the current pibceeding' the staff contends that 'each of
the factors which go toward determining pension fund accrua.ls should be
evaluated as accurately as possible rather than to have offsecting |
Infirmitics cancel out to a reasomable end reault. We agzee und :Ln‘ |
future procecdings will cxpec:t: Pacific © presem: its support for the
pension accrual rate on the basis of moxe realistic inr.erest rate _
assunptions and separately stated contingency prov:tsiom. Wc do not:
concur with the staff thac the low intexest rate asaumed by Pa.c!.f‘.(c ,
should be used as a basis for reduc:{.ng t:he acerual whcre !:he effect: of .
the low :anercst: Tate has been shown to have been offscc by ot:her |

=24
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factors. In this 'Lnstance, we find chat P.acif:!:c s pension accml for

the test year 1970 i3 reasonable, ‘me ‘staff adjustmen: :Lq not adopced
in Table II. |
Depreciation

Depreciation expense was estimated by bot:h Pa.cific and t.he
staff on the basis of the s:taighc-line rema:‘.n:!’.ng-life machod adopted
in previous Commission deeisions. Also, the recoxded straight:-line |
total-life depreciation was adjusted by Pacific to a straight-line ) '
remalning- -life basis. After that adjustment, recorded- deprecincion
fell midway between the estimates of Pacific and the staff, ?acﬁic'
original estimate was apparently a lictle high because, ‘even though the -
plant additions in 1970 actually were higher than Pac:f.f:’.c had est:t.ma- ,
ted, the resulting depreciation expense was lower  than Pacif:[c
originally estimated, The staff estimate is too low prima.z:ily bec#uae ‘
the staff estimate of plant additions Is less than were. actually
ingtalled. The recoxded depreciation expeuse, adjusted t a atraight-

line remaining-lLfe basis, is adopted in Table II.
Change to Ozark Semarations Plan

The Ozark Plan of separations affects the allocation of plant |
between fntrastate and interstate operations pursuant to an order of
the Federal Communications Commission. dated Oc:t:ober 28, 1970 :Ln
Docket No. 18866 This plan incxeases the assi@men: of expenses and
investments to Pacific's interstate operaﬁ.ons starting January 1, '
1971. ‘ _ o ‘

In the adjustments which Pacific made to rééb:ded' resdl‘t& in
Exhibit No. 75, the bencfi.ﬁé of the Ozark Pl:m to intrastate dser;s‘
arc shown under the various items of e:epeﬁsés and revenuet.;.. In
Exhibitc No. 66, the staff deriin_:@ an escim.i_te'_of the effect of the-

change to the Ozarxk Plan in 1971 as a'changef in :he rate of return.

=25
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In Table I we have converted the escima.ted change in rate of Teturn 4
shown by the staff to equ:!.valent expense and Tate base changes. As i.n
the case of the revenue adjusmants for the rate changes author‘.f.zed '.Ln
Decdsion No. 74917, hereinbefore discussed, Paeific's estima.ce based

upon the 1970 level of operations L3 moxe app::op:iate chan the staff'

estimate based wpon the 1971 level o£ operations. Paciﬁ.e's es!:inmt:e T
for this item {s adopted in Table II

Western Electric Adjustment

In previous rate proceedings involving Pacific, the Commission
generally has adopted certain adjustments te Paeific"s. plane and
expenses to reflect lower prices than those acn:eily‘ charged Pacific
by its affiliated manu..acx:urer, Western Electric Company, I.nc. 'J.'hose'
reductions were based upon the concept that Western Eleet:r:r.c should be

enticled to no higher a rate of return than would be zeasonable for a

xegulated utilicy. _
In the most Tecent of Pacmﬁc s rate proceedings, the w..sue.l
Western Elcctric adjustment was adopted for the purposes. of that: pro— |
ceeding, but the Commission stated that more definitive :Lnfomal:ion
on manufacturing costs and prices would be desirable. Concurrently
with the remdering of the decision in that rate proceeding, Case ‘
No. 8858 was opened to Investigate, among other th:l.ngs the reasoeable-
ness of prices pa.:.d by Pacific to Western Eleet:::t.c as rela.ted to
Western Electric's costs and profits.’ ' , ‘
Ten days of hearing were hzld in Case No. 8858‘ during’ which
several interested parties actively partie:tpated The :I.ssues :mvolved

were discussed at great length in Dec:tsion No. 76726 dated January 27

1970, and nced not be repeated hcre:[n. I oL et T
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Pac:!.f:!.c contends, under the pr'.(nc:tples ‘octlined in Decision ' N
Ro. 76726 that the Westexn Eleetric adjust:ment: now 1s reduced to’ zero |
for the test year 1970. In support o£ that pos:!'.t:ton, Paciﬁc presen:-
-ed tescimoﬁy by four witnesses: Witmess Han':'.gan, V:l’.ce President- _
Finance of Western Electricy Witness Kend:ick a consult:!.ng economist-
Witmess Kamps, Engineering Manager-?r!.cc Surveys of Pac:LE:r.c- and
Witness Mobraaten, the Viee Pres:tdent—Operations Staff of Pa.c:!..fic at
the time the application was £iled.

S ——— D Rl o TP PR

In add:[.tion to the four witnesses present:ed by Pa.cific.
Wimess Jizmagian was made available for c*oss-emination at the
request of the Commission staff, That witness was in charge of a‘"
Pricing study prepared by a consulting fim wh:tch study had- b¢en
used by Witness Mobraaten as the bas:{.s for some of h:[s conclusd’.ons.
 The Commission staff presented infomation on Weste:n
Electxic through two witnesses: Witness. G:f.bbons, an accountant: '.Ln

the Finance' and Accounts Division, and Witness Hoeman, an ang:lneer
in the Ut:ilines Div:!.s:‘.on. ' R
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Cownsel for the Commission staff contend that the staff, in ]
determining Pacific's rate of. Tetumn for the test:'l'yéar'i9‘70‘,‘ c@d .
reasonably have coutinued to make an adjt.stment: to d:[sallow a.ny
Western Electric charges through the year 1970 which resulted :tn
earnings to Western Electric that exceeded t:he. rate of return all.owed’ ,
Pacific, despite the findings in Decision No. 76726. The a.r'.ttbmetical |
computations for such £urther adjustment: are ineluded in Ebchibit
No. 65. Witness Hoeman testified that, {f he were t:he expert witneas
on a reasomable rate of return for Western Electric, he,. too, would
favor limiting the rate of return to the levels. allowed fac.tﬁc over
the years, Staff counsel alse state that the method actually adopted :
by the staff in determining the rate of return for Pacif:l.c in t:he test: '.
‘yeaxr 1970, insofar as it relates to the westem Electr:tc adjusunent, S |

also will protect: the publ:!.c. ’Ihat mechdci t:teat:s 'Wésteﬁn"tléé&ic¢'
as though it were a public utilicy celephone company wi.t:h a publ:tc |
ut:ility telephone company capital structure prior to 1968 a.nd t:reats
Western Electric as though it were a public util‘!.:y telephone company '
with a manufactuxer's capital structure for- 1968 1969 and 1970, -
The Cities of Les Angeles, San D:Lego, San Ft.:mcisco, and the :
Genc::al Services Administration indicate in t:hc:!.r briefs that: :hey are .‘
in genezal agrcement with the rccommendations of sta.ff witness Gibbons

that the Commission ignmore, or at least: mod:Lfy, :L:s prev:tous f:!:ndings - |
in Decisfon No. 76726. ' .

et »
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The Supreme Court has settled :hts,matte:ffornus,“ﬁxtg,

said: "Jestern must be considered'pat:'of”the‘u:iltﬁyeenterpriee}”

and 1ts prices should be 4d‘usted to. re£1ect 00~ greACer rate of
return on Lts sales to Pacific thah Pacific’ is. en:i:led to earn o
on 1ts operations.” (7 ¢ 3d at 344. ) Scaff _xhibi: \o. 66 shows :
that at a 7.7 percent return the {ntrastate adjustment to net
reveaue 1s 52,800,000 and the rate base adjuscmenc Is $34,900,000-
These adjusfments are adopted in Tatle II. '

*axes Other Than on Income

Payroll taxes paid by Pacific f{a 1970 were lower chnn
had been estimated by ei:her Pacific or the staff. Ad valo:em
taxes, on the other hand, were higher than had been. estimaced by
elther Pacific or the staff. In the absence of some reesonably
well=defined trend in such.items. the latest experienced tax
rates and assessments are utilized in a test year. In this case.kn
the actual 1970 taxes are known and thus are adopted- 1n Table II.
| The effecc of the change to the Ozark Plan £s to allocate'
more of this group of taxes to Ln:ers:ate~operations. ?acific s |
estimate of the change 1a allocations based upon 19703;evels ofl :
operation is moxe reaeonable for cheuﬁeet‘year 1570 thenﬁ£§i€§ev';‘
staff’s comparable estimate based upon I971\1evels of‘opexacioﬁq;’e
and is adopted in Table IX. | . o
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Income Taxes

The varfous differences -bQWeen‘revenués 'aLnd expemes' as -

estimsted by applicam:, as ac\:u.any occumd, as estimted by che :

ateff and as sdopted in Table XTI affect the ‘amount " of. taxable {ncome E

and corresponding income taxes. A further diffarem:e in' suce
corporation franchise tax results £rom the staff's assmnp!:‘.!.on of s
single-company tax retumrn for Pacific ratb.er than the consonda!:ed
return Tequired by state tex authori.ties-

In Decision No. 76726, the Commission ‘:Eound:'

"8. The payment by respondent of Zts Cgolifornia

Franchise Tzx upon a consolidated return basis

with American Teleohone and Telegraph Compeny and

1ts afflliates does not necessarily under all

clrcemstances impose any additional burden uoon

California ratepayers over ana above the burden

which would be imposed if respondent computed and

paid its Cslifornia Franchise Taxes on a separate’

return basls and may in fgct benexit Califomia

ratepayers vader some circumstances.”

In that same decision, the Commi.asion also discussed
benefits to ?aci.fi.c s cust:omers from the £iling of conaolidated
income tax recums, which bene‘:t.ts sometimes more thcn offset: any
dissdvantages resulting from the £1ling of consol:!.dat:ed state tncome
tax returns. Even without con.si.dering those off setc ng cdvan:egea,
the state corporation franchise tax would be about: 5 m:tllion douars
lower under a conzolidated return than on e separa..e return basis, 2t
the level of telephone rates authorized herein. The reverse was - truc
under present telephone rates, which resulted in «cat:e corpora:ion ‘
franchise taxes about 3 million dollars higher under the consolidat:edi"
return :han 1£ a separate return hed been pemi.tt:ed. ms seemins

inconais tency 1s du~ to the ...pplicat!.on o‘-‘ the allocation fomula
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used by state :axing.authorities,.which resuicS'idVa'léwhr‘effece-
tive tax rate on incremental in¢creases in5Pac1f£c's gross revenue -
than for the initial taxable revenue. L C
The state corpora:ion £ranchise tax adop:ed in Table II.
reflects the use of a consolidated return. This results in,allowb ;
ances under the increased telephone rates auchorized herein which
are In lizne with actual tax liability. The use of a. hypochetical
separate return for state corporation franchise :ax‘a: this cime
would result in allowances of greater taxes for rate—making
purposes than the actual tax lfability. The state corporation
franchise tax amounts included in the "adopted” column oﬁ;Table T
are or a flow-through basis. | o |
Rate Base
| Installed telephone plant ia 1970 was somewhat grea:er
than had been estimated by either Pacific or the staff- This

accelerated level was discussed herein under 7Service - Actual

plant installed Is included in the 1970 averagé plant:adoptédf$¢ 
Table ‘II. ' '

" The basic difference between the working cash allowances
estimated by Pacitfic and the staff 1s in Paciftc!s'use of thév"reca11“ '
method and the staff's use of-thef"cosc"‘methbdQ Undex che retail
method, consideration is given to the average lag in rece:pc o£

revenues, including the portion of chose‘revenues-asslgnable_as
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earnings on net investment. Under the cost method, ¢om;d¢ration is

given to the lag in receipt of the portion in rmhues wh!.ch is.
assignable to covering expenses. In developing world.ng cash allow-
ances 4in prior decisions, the Commission has almost 1nvanab1y not _
considered the disadvantage to atockholders wh.tch rcsult:n from delay
in receipt from customers of the earnings portion o£ revenuu nor

has the Commission considered the ndvantages to ncockholders wb.i.ch
result f£xom any receipt from customers of the bond :Lnx:erest: port:.i.on
of revenues fn advance of the actual paymenc of such s.nt:e-rut. -
Unless and until proven not appropriate, we will adhere’ to the COSt '
basis utilized im prior proceedings for world.pg c.fub,‘ allowances.

The average depreciacion reserve deduc::t.ble from p.;a.ﬁ.l:‘ ic
determining rate base was greater chan had been es::tm:ed by eitber_
Pacifi.c oxr the staff. Consi.scenc wit:h che adopr.ion of act:ual pl.nnt
addftions in 1970, the actual deprecilation reurve i.s adop:ed in
Table II. . ’ ;

The averagé level of Pﬁcifié--'s' uiaceﬂali- andluppluu ‘on.
hand during 1970 was consi.derably higher th.nn the amount:u ircluded-
1n the estimates of Pacific and the. staff. Exhibit’ No. 1. anludesf
the statement, however, that Pacific's estimace vas noc bascd upon”
aoy detailed special studies ox pmjecl:lona. Exhibit No. 61 Ln.c.uudez
the statement that the staff adopto-d Pacific’ s estimate for 1.970 as’
reasonable. From a review of the ﬂuct:uati.ons in 1eve1. of m:er:tala
and supplies £rom 1966 through 1969, ar set foxth in Exh:l.bit: No-r12, ‘
it can be seen that during years when plant addiuons vﬁere being held
to a lower level, the avemge. maceﬂ.a}.a and supplies on hand also was'

lower. Conversely, when plant additiona were S.natallcd ac nn
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accelerated rate, the average materials agd-suéplies oh7hand
fncreased. The higher level of matexilals and supplies which
actually p-e"ai’ed {a 1970 appears to de relaced co :he plan:
Improvement program discussed hnretn under "Service™ and zs :
adopted in Table II. | ! ‘

As discussed herein under "Expenses”, P;cific’s
estimated effect of cthe ¢hange to the Ozatk ?lan 1: &6:&7
appropriate than the staff's- This is feflectedutn.theJrate‘
base adopted ia Tadle II. N |
Prb Forma Rate Base |

In Exhibits Nos. 75 snd 102, Pactfic includes altex-
native 1970 results of operation using a wéighfedgaveragqfrﬁt§7v
base and 3 year-end'rate-base. Pactfic conceﬁds‘that thé‘usé4“
of a year-end pro forma rate base is justtfied in :hia proceoding-;'
to offset the erosion of rate of return which is the inevitable
effect of inflation. Pacificlpoincs out cha: the Commission‘ |
frequently has made an allowance in ra:é‘of return tbf:éke ¢ar¢ ,-
of anticipated attrition in earnings which results pr;mar£1y5  |
from inflation. We do not agree that the“use'of'é'yéar-énd'fate'
base {s appropriate. For example, 1f all of the cnpical addi-
ticns fnstalled by a utility during the year are ditectly related
to providing service to new'cuscomers. the addicional net revenues
to be recelved from those new customers normally'should also be

‘reflected in the test yaar 1£ 3 year-end rate base is tO«be used.

We will not include in rate base the $75 million o£ 1970 

capital expenditures and $80 million of 1971 capital expenditures.f

so=called dizcreticnary expendi:ures.




A. S1774 et al, ek

Lonq-Term Construction Plans

One wit:ness cballcnged the level of plam: additions which
Pactfic estimates will be installed durmg the next: decade.
Detailed corvelaticas of past plam: constmccion. correspondmg

custemer growth and other growth facters were-presem:ed by ;his

witness to show that the pro jec:ed.rat:e of plant éxpans_:ton_ {s much -

greater than in the past.

’ This witness has overemphasized the meortance of t:he
long=-term construction prognoscications- We are not- attempting o   ‘
set rates £or the next decade. 'de do hope to- set rm:es which: w:Lll
pemm: Pacific to earn, during the next few years, the rate of
return found reasonable In this proceeding. We have not I.ncluded
in the test yeax 1970 the large plant expansion eschnnted by Pacific
through the next decade. Thus, 1f Pacific's long-cem projec.tions
arxe either overstated or understated, this would have no- s:l.g'nificant: E
effect on the test year results. Further, even {f there 1:5 not: as '

great a need as now expected for external f!.nancmg of the long-tem;

construction progran, this does not mean that: :he invea:ors who havea o

provided the funds for che existing plant are not enci‘tled‘ t:ofla‘
reasonable rate of return. - e

Rate of Return

Evidence concerning the rate of return thch Pacif‘.t‘c .-.hoi:ld?‘-_ "
be allowed to earn was presented by Paci.ﬂ.c. the Commissi.on staff,
and the City of Les Angeles. Table IIX shows a comparison of the

various recommendatlions:
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Table IIT

Race of ‘Return’ Recommendacrons

Recommended Return ,
Item . Pacific =~ - Staff, - - L.A.

On Equity _ S .
Maxtmum  12.75%  9.50% . 8.93%
Miafmum  10.75 o s.as &-,86

On _Rate Base ' _ . o
tman - 9.0 785 7.50
Mintman 8.50  7.50 7.50

Pacific's witness on rate of return employed chree
approaches to show earnings of other enterprises a camparison.withv
earnings he recommends be allowed Pactfic. These approaches are'

(1) comparisons of risks of the Celephone business as compared with;
risks of electric utilities and industrial corporations, (2) com-
parisons of earnings of companies having capital structures t&milarlf‘
to that of Pacific, and (3) a determination of the reCurn.soughc by.

investors in general.

In the £irst appreach, Pacific's witness showed that. the

yield of Pacific's bonds, those of Moody s "Aa" Electric Utilrcies
and those of Moody's "A" Industrials were’ qutte cowparable. This
information, coupled with a sbowing that Pacific s-deb: ra:to was
higher than those of the industrials and 1ower ‘than’ those of- :he
electric utilicies, led him co the conclusion chac, ac least 1n the |
eyes of the bond purchascers, the risks related to operation of
telephone uvtllities fall somewhere between the r;sks therent in

the electric utility operations and chose of industrial corporation
operations. His summdriesvof the eamings of the 50 largest electric
uttlities and the SO largest industrial ébrpora:ioné,then’aotéfmineof
his recommendatlon of rates of return. |

=35«
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The rate of return wicness £or':he Cicy'of Los Angcles , |
contended that Pacific's showing on comparacivo enrnings of :elephone ;-
utilities, electric utilities and Indus:rial_corporacions_isninvglid
42 that: (1) Comparative earnings'dhta for the years 1966':0519685'
show electric uvtility carnings ac a higher level thaa industxial
coxporationsz, contraxy to Pacific s assumpcion of coxrelu:ion o£
risk and retura on equity, (2) the operacion of a Bell Syscam tele-
phone utility entails no greater noxr significancly differenc riak
than the operation of an electric utilicy, &) ea:nings oftindustxial
corporations are mot valid criteria for determining tbe prOP¢= 1°V°1
of telephome utility earnings (4) Pacific did ot give any consid--
eration to the inverse relatioanship between return on equity and
equity ratio, and (5) there are significant diffe:ences be:ween
Pacific and the 50 largest alectric ueilities as co size and as to
type of :egulacion.

Io the secord approach to ccmparable earnings, Pacific 5

witness determined that the current common equity enxnings level of
companies having a similax capital strueture to-:hat of Pacific Is
about 11-3/4 pexcent. Various opposing parties.consider this _
approach iavalid because it treats only with the portion of. risk ‘
xelated to capital structure and does not consider the po:cion of .
Tisk related to the types of operacions.

In the third approach to compirable earnings, Pacific $ -
witvess £irst established a recent 5-year average of 6,5~£or~the
perceatage of Pacific's dividend to average book value. He chen
estimated thact 2 S.3-percent growth ia earning was expected bj A
iavesters a evidenzed by tae z2anual pc:ccncage i:crcase xneea:nings

pex ahare experienced by large utilities, banks and»industria~

-36-
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corporations over a recent lo-year period. Frcm these figures, he
estimated that 1l.8-percent recurn is required o meet Pacific s
equity {avestor expectations. ,

As pointed cut by several of tbe parties, he rationale
for this third approach Is not clear. - The percentage of ?acif‘c s
dividend to book value is a function of ?acific s percen:age payout :
policy and this is conc:ollable within limits, by'?acific s managew7
ment. The annual rate of gxowch of ea:nings pet share of othex
corporations also-is dependent upon ‘the policy of those corporationa.;
regarding the percentage of eaxnings to be retained and reinvested
in plant. In any event, adding the two-percentages does. not appenr |
£o have any relevancy to the return on equity expecte& by investors.,

The witness on rate of return reprcsan:ing the City of
Los Aogeles presented rebuttal tes:imony poincing out allesed
defects in the approaches used by Paci.ic kS witness on zate of
return. Soue of the p:incipal countentions raised in this portion
of the presentation of the City of Los Angcles are: -

1. Comparison of Pacific's =ctes to the rising

pattern of the cOnsumer Price Index and. to
the rising level of Pacific's plant invescnen:

is an ovexrsimplification. .

2. Pacific's projected estimates of increases in
future cmbedded cost of debt are overstated.

3. Pacific's threc approaches to a reasonable
return on cquity capital produce results.
which excecd the rerurns racencly allowed

Bell System telephone utiiities by t&is and
other regulatory commissions.

4. Comparisons with earnings of industrial
companies have been rejected in the past
by regulacory comm;ssions.

5. Pacific has not substantizted i:s allegation

that risks of telephone utilities are greater
than those of clectric utilitles.

-37-
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Historical levels of dividends and earnings
pex share are not pertiment to a decerminacion
of reasonadble rate of Teturn.

Pacific does not give adequate recognition to
the significance of its relatrively aign equicy
ratio as it affects the rate of return to oe
allowed on equity capital. :

Pacific does not give recogaition to the rate

of return conscquences of its affiliatfon with -
the Bell System.

+

The fact that Pacific's interstate earnings are
higher than intrastate earnungs snouvid be
recoguized in comparing overall recurns realized
by Pacific with those of ochex entities.

In developing a recomnendation on rate of return, the
witaness fox the City of Los Angeles scarted with- the 6.9-percen:
return found reasonable fox Pacific in DecisionNNob 76917 ‘ By-
substituting the recent level of embedded cost of- debt fox :he
esbedded costs underlying the 6.9-percent return in Decision No.
74917, and bolding coustant the allowunce on equity, the’ witness
dexrived an updated retu:n of 7.31 percent on cotal capita;.- Based
upon the nominal inc:ease in return on equicy‘actunlly cxperienced 
by other Bell System operating companies. in the past few~ycars,
the witness added only 0.04 percent co-overall rato o£ return for :
increased allowed earnings on aquity, raising the. updaced return
recommendation to 7.35 perxceact, rounded upward co 7.4 percent. Hef‘
then added 0.1 percent to give :ecognicxou o che effect of addi--
tional debt financing which was irminent but not yec effected at’
the time he‘prepared his exhibits.‘ His ££nal concluaion thua was
for avl. S—petcenc retura on. incrastate rate base. |

Ihe Coomission staff witness on rate oi Teturn did no:

use 2 "comparable carnings" approach 1n decerminingkhis recommenaaé'

tions. He. stated that such an approach involvcs che measuxement

i
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of risk between companies ox groups of companies end cbat the:o iu \

no known formnla by which risk can be measured. He did howevcr, .
give conslderation to the earnings of the various Bell Systems 3ub-
sidiaries, of! the General Telephone companieu and of sevoral telc- :
phone holding cOmpanies because he felt thera are elemnncs of com-
parability between such companies and Pacitic. In addicion, ho
testified that he exercised his informed judgmenc In vicw of the
needs, circumstaaces and risks peculiar to-?acific- He considered
many items, some of which influenced his judgmenc positively (highor
return) and some of which influenced his judgmanc;negativcly

(lower return). | | o .  1 .

Those items which he considexed positively include (1)
Pacific's capital structure, (2) the growth potencial In Pacific s
service area, (3) the trend. toward higher debt cosc, (&) Pacific s |
continuing need for large amounts of external. finnncing, and (S)
the effects of continued inflation.

Those itexs which he cons;dered negatively-include (1)
Pacific's large size, 2) competition as compared with a captive
warket, {(3) importance ‘of the sexvice to the. public (4) the,gencra-
tion of intermal financing, {5) che upward trend. of Pacific s
earnings over the last four years,and (6) ?aclfic s affiliation with
AT&T and the control exercised by that pareat’ company. _ ’

The staff witness tcscified that he bad given considerac4onf

to the various positive and ncgacive factors in arriving at his

recommcndacions but had not assigned any spccific quanticative valuc S

to each factor. His f£inal conclusion was that-a’ :ace ‘of retuxn on
coamon equity within the range of 8.85 to 9.50 pezcent is reasonablo

and . chat the: corresponding_range of recurn on rate basc wouldAbe

7.50 to 7.85 percent.
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Paclfic developed, through cros-s-mmimti:oh'.ef the. staff

witness, that some of the negative factors which che ﬁmu con~
sidered in arriving at his recommendation ere common :o most !:ele-”
phone utilities. The same may well be true of aome o! t:he positive_“
factors. Since the witness had first investigated the :ange o:t
returns of other telephone companies as compa.red‘ w:t.th Peciﬂc, some
of the positive and negative factors may not be valid. in cuch
comparisons. Inasmuch as the witness was not ab].e to provide even _
a rough escimace of the relacive we:f.ght: given t:o each poaiti.ve and '
negative fact:or ic is difficult to detexrmine wbnt the eﬁect would'
be if we disregarded any specific factor for comparat:tve pm:poses. )
The subjecc of rate of return was discussed :Ln cons:l.derable ;
detail in Decision No. 74917. Most of the general diacuuion t:herein-- ‘
would apply equally well to the current _proceed;ngs‘--"llt neec‘lrvnpt‘v .
be repeated berein in its entirety but part of the -diacusnipn-:l_’.s'*
80 apt as to warrant duplication: | ' '
“Any rate of return determination necessatily
Tequires the weighing of a number of economic
intangibles which are difficult .to measure dy
statistical comparisons. 1In the final analysis,
it devolves upon the judgment of the Commission,
after weighing the evidence presented by all of
the experts wae, by their tescimonmy, nave sought
to advise the Commigsion, to derermine and to set
a fair and reasonaole rate of xeturn for the . .
applicant, The testimony and exnibits presented
- by the rate of return witnesses are of aid to the
Commission in such determination even though the -
individual opinions of the witnesaes, when st:and:!.ng
alone, may be inconclusive."
After caveful review of all of the ev:tdence_‘ presented
by the various witnesses on rate of return, we are of the . obinion- _
that a return of from 8.50 to- 9.50 percen: on rate: base and a- retm«"l 8

of from 10.75 to 12.75 percent on equ:f.t:y, .as recomended by Paciﬁc 8
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witness would be excessive. On the other hand, we are couvinced

that the 7.5 percent rcturn on rate base: recomended by the v:ttness
for the Cizy of Los Angelcs would not be- adequm:e. Ve cons:tder '
a 7.85 percent return on rate base and a corresponding return of:
about: 9.50 percent on common equity to be reasonable. ‘l'h.ese
returns arc within the ranges recomended by the Coumission u:aff. .
In prior decisions the Comm:tssion has been critical of
Pacific's holding its debt ratio below 40 percent. Since t:he ‘
last rate proceed:.ny Pacific has taken steps to :!.nc:ease 'Lt:s debt
ratio, which is expected to be over 43 pexcent by thc e.ncr of the
year. The higher debt ratio provides advantages to cu.stomers
resulting from the reduction of Pacific's income tnx It also
provides benefits to equity stockholders :esulting f::om' the ,
1¢vetage of a slimmer equity. To the extent possible, comutent
with maintaining the bigh rating of Pacific s bonds, ‘and depending
upon market conditions at the time of 'I.ssuance of additioml '
securities, we would like to see Pacif:tc m:!.nta:l:n the 43 percent

debt ratio or even increase it.

Revenue Requirement

In oxder to produce a 7.85 percent return on zate base
for the test year 1970, Pacific's gross Tevenues after toll xet:tle-
ments with the independent telephone companies must be i‘.ncreased
by $55 4 million. This is an increase of 3.5 percem: aver the

corresponding gross revenues under present rat:es.
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In deti.ving the requ:f.red gross revenue. increase. ‘
have not used the net=to~gross mulciplicr dcrived by the staff
in Exhibit No. 66. The staff figure does not: g:!.vc recognic:t.on ‘
to the expiration of the federal income tax. surcharge nox to '
the lower effective state corporat::l.on £ranchise t:ex rece on i.nc:e- :
peatal income resulting from the consolidated Bell Systcm rct:um.s o
required by state tax authorities, as’ hcrc:{.nbefore d:tscusacd w. o
bave given recognition to a somewbat higbcx: lcvcl o:E uncollect:ibles ‘ .v

than estimated by the staff, as indicated by t:he act:ual 1970 cxpc-"*

rience of Pacific. Consistent with the rejectioc;of , t;he perccn:ageé

of-revenue basis for allowable license concracc, payments ":o-'AI&T'; R
we have not included any factor for increases in this :Lt:em.’ ‘L‘he
end result adopted 1s a net-to-gross mult:iplier of. 1.967 rather I
than the 2.135 derived by the staff. - The lowcr multiplier result:s

in a lesser increase in rates.

Race Spread

After detemining the revenue :I.ncrease requi’.::cd t:o p::o- |
duce 2 reasonable return, we are always faced wit:h tbe problem of -
deciding the proportions of the Lncrease t:o/ be dex:'.(.ved from the -
various t:clephone and relaced services provided by, and t:he va*ious o
geographical: areas sez:ved by, the utility. In such dctcrminac:tons,.
consideration must be given to wany factors and objectives, some
of whizh are confliccifag. For example, it :L.s dcsirable that i:eces ‘
for each type of sexvice suoport the full allocated costs and '

investiment related to the se*v:.ces. but r::gid adherence to chis

;s
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principle could result in some cbargesrwhich exceeddthe value of . |
the service. If those services are :hen no~longer used by signifi-
cant numbers of subscxibers, this works to che detriment of: alx ‘ﬁ
subscribers due to the reduced sources of revenue to cover ££xedee‘
costs. | - S

In Exhibits Nos. 99 and 100, reapectively. Pacific and
the staff set forth recommended rate spreads at various levels.oi
increased revenues. In general, Pacific recommends ob:aining,most
of the increased revenue from increases in rates £or basic excbenge ;’_
gexvice. The rest of the required revenua increase would be derived '
from an increase in message unit rates and increases in some of :he |
rates for miscellaneoua sexvice and equipment, offset. in part by ‘a
reduction in some toll rates. R

Ia contrast to this, the: suaff’recommends obtaining less
thav balf of the increased revenue from increases.in rates for: basic
exchauge scxvice. The rest of the revenue increase would be derived
from increcases in message unit :ates. miscellaneous service and

equipment rates and toll rates.

Pacific's principal stated reason for increasihg'ﬁasicf

exchange rates and reducing toll rates is to eliminate or at least
reduce the disparity between interstate and intrastate toll rates

for calls of equal mileages. This disparity was critieizedrﬁy

several of the public witnesses In these proeeediags. Recent-inczeeses3

in 1ntersta:e toll rates have reduced che disparity, however, and it
does not appear :easonable to obtain as much of the required revenue“
increase from basic exchange se:vices as is reeommended by'Pacific.
On the othe- hand, too great an increase in toll" rates could dis-'-

courage coll use and ultimacely~be te the detriment of all telephone' -

L Lo 00
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subscribers. We have adopted what we feel %s ' a reasonable m:l.d&le- .

ground between the recommendations of Pacific ‘and: the staff. This
results in the distribution of the required increase in rwenm-; R
after settlements, as follows: ' | '

Table IV

Sources of Increased Revenues .

‘ Rates ' Millions of $
Basic Exchange ‘ - §$  10.2
Message Units+ 14.0
Miscellaneous & Suvvlemencal:

Increases ‘

Eliminate Color Charges
Other Decreases

Net Increase
Toll:

Increases+
Settlements
Net Increase

Adjustments:
Conversion of 7 & 8 MU to Tollf
Credit for Toll Overator Savings
EAS Settlements
Net Adjustments

Total

* Savings estimated by staff, resulting from reduced .
operating handled calls undexr type oX toll rates
authorized herein. with rfull flow~-through of those
savings to Pacific's customers. - :

+ After conversion of 7 & 8 MU to Toll.
## Effect at present rates.

Basic Exchange Ratesg

Baving determined, as shown in Table IV, that appz:oéd.’-
‘mately 10 million dollars of the revenue increase iscobe ryegcover‘ed' “
from increased basic exchange rates, we wust further' detg_fmiq; haw -
this increase is to be sp.read ‘a:'noxig the various. g'e‘bgraphical"‘ areas

and various kinds of service..
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Pacific and the staff both concluded that :héré shbuld'
no longer be a differential in dasic ra:e levels be:ween San Diego
and Orange County EAS rates which have'resulted in higher :ates for
Orange County. The City of San Diego'presen:ed tescimony and
arguments showing that San Diego rates. hiscorically~bave been at
tines less than and at times more than Los Angeles and San Francisco
rates, but that a reasonable balancing of the'mauy con;ﬂde-acions cf'
cost and value of service cails for uniform rates in che thxee a-eas;
The California Farm Buzreau Fedexation excends that conclusion on a
statewide basls, citing that value-of-service factoxs for. given
geographical areas, such as stacion avaxlabili"y} cend :o-offsec ‘
cost factors such as relative :aces of reCurn obcained from celephonef~i
operations In those areas. The CLty of 8acramento argues :hat sub-
scribers in the suburbs of Sacramento should pay‘higher ratea than
those Iin the city, but we can reasonably assume that tbe C!ty of
Sacramento would not object to the removal of the present xate: dif-
ferentials which have resulted In higher rates for Sacramento sub-
scribers than for those in other large c¢ities such as San Franczsco,
Los Angeles and San Diego.

Most of Paciflc's present basic9rate‘differentihlsibetweenf

geographical areas in the state stem from effof:s to moxe mearly
equalize rates of return achievedfby'Pacific‘inntboselareasLﬁ:AQ;
pointédvout by the Fazm Bureaw Federatiom, pexhaps too.mucb;éméhésis
has been placed upon cost of sexvice as Apposcd'co vaiue‘o£75erv?ée;

For example, within any one’ exchange theze may'be wide
variations in theoretical cost of similar services, due co the rela-“
tive pronimicy of subscribers to a central. office the" age of chc

telephone instrument and connecting lzncs and many ocher icems of

~45a
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expense and rate base. In lumping togethe.r-‘all" customers in a

given geographical area for the purpose of checking rate of remn'n; S

we tead tc average out the variations within the p:rticular a:e&. o
If we were to adopc a statewide level of basic n.tes, we would |
merely be averaging out the vari.st::!.ons over &- la.rger area.
Subject to reveiw and modif:[cat:ions in the ‘3,?3"{ rste
proceeding if unanticipated adverse effects are experién“ced,
consider it reasonable in this proceeding to estsbl:tsh \mifom
basic rates throughout Pacific's territory except ths.t:, :Ln arus o
where optional measured business rates are noc yet: availa.blc,
business rcates for l-party flat rate, z—party ﬂat rat:c. PBX tnmk ‘
flat rate sexvice and semx-public coin ‘box seMce will be 1ower |

than in areas where opt:iona.l measured business: rstes ‘axe avsi'.l.a.ble. '
Lifeline Service

In Dec:Ls:ton No. 74917, we estsblished a 'basic minimxm

service at the rate of $2.25 per month with a message allowa.nce '
of 30 wnits, irrespective of whether l-party or. 2-pa::ty serv'.tce

is used, in those areas where residential message~rate serv'.tce

was then or thereafter became available, with t:he only restrlction
being that no more than one such sexvice may be es:abl:l.shed for .
each dwelling unit:. No changes will be mde 'I.n th:l'.s servica. .
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PEX Trunks

Commercial .message rate PBX trunks are. \S:eeen:IY‘ fa.ted S

- as foiibws* The first two trunks of a PBX system cost the eme
as the exchange bus:.ness l-party message rate but v:Lth zero mesaege
allowance: each additional tmunk costs one-half :he rate for two ‘
trunks. This 2-trunk ainimem was adopted apparent:ly o :!.nsu.re |
adequate service on a small PBX system. This" requ:f.remenc 13 un-
necessary since the customer is a.ble to order as mmy or as few |
t:mnks as he wishes and thexeby obcain whatever t:nmk serv:[ee qual:l‘.ty'
bhe wishes. In Exhibit No. 69, the staff proposes t:hat: theae tnmks
be priced at a rate equal to one-half the 1~part.y busmess message
rate (rounded to the next lower S¢) with a zero message allcwance. '

m:; recommendation appears rea.sonable and- will be- adopted.
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. The staff expressed concern :ha: under che present tariff 5’ |
provisions, a hotel theoretically could demand an unxeasonnblc number Lo
of trunks In excess of Lts actual necds becauae hocel mcssage-race,v
PBX trunks are now furnished at no charge but wi:h a premium.mesuagc
rate of 5¢. The staff recommended that, consiscent wi:h che unifbrm‘g“"
rate for flac-racc trunks, hotel mesuage-rate crunks be- offercd.a:
cthe same wenthly rate .allowance and message rate as other commercial”‘

trunks. We fiad that this :ccommcndationiis~rcasopdbledand~shoq;4u
be cdopced.. ' '

Optional Residence Televnhone Servige (OKTSL

. This service is an optional expanded calling~aren ‘sexvice
available for an incremental charge in several exchangcs o‘ the.
San Francisco and Los Angeles extended arcas. In Exhibi: Now 69, -
the staff suggests that the {ncremental cha:gc for :his service bc '
focreased at approximately the same pcrcencagc as' the: incrcasc in
the message unit rates. This charge was’ reviewed and incrcased last‘
year. 1Ia view of that increase, no further increcsc-is made at .
this time. | | .

Message Unit Service and Message Rate Service.

Both Pacific and the staff have recommended that the
present message unit rate of 4.05¢ be increased to 4. Sé. Gene:al
Telcphone Company has recommended that cbis rate be-tncrcased o
5¢, which would inecrease that u:ility s rcvenucs from scctlcments.‘
The staff concedes that cvcncually the differencc be:wccn mewsngc
unit rates and unit charch-for toll calls sbould be: eliminaced‘buc
recommends that full elimination of :hc differcntial not bc made at
this cime. We concur with this rccommenda:ion but consider 4.4¢

1

to be a more appropric:c incc*im step. Consi cenc with.thls, chc

rate for calls in exgess cf the allowance undcr mcssagc ratc service
also will be increa,ed o 4. e '

Pacific proposes that the message unic rate’ for residcnce :
flat-rate forcign crchangc scrvicc in che San Francisco Excendcd
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Area be increased from 4.05¢ to 5¢. The staff concurs in this -
proposal. It will be idopted.
PBX Equipment

This category includes PBx.manual switchboards and dial
systems, othexr special-type switchboards sucn as aucomatic hold
distributors, telephone answering switchboards and. associated equip-
ment arrangements. In general, the staff concurs‘in Paci£~‘ 4
proposed rate increases for these categories. Thosétinc:eaies-f
a:e adopccd. |

The staff proposed that rates for noncabinet-type PBX'
equipment be decreased when Such.equipmenc*b;s beehfig‘ﬁsg5fbr”hore\ x
than S years. Cross-examination of the staff witness on thisféubjectf
disclosed that there could be serious: complica:ions,in accempcing
to implement chis plan, especially-where only port*ons of uuch
equipment have been replaced The staff re;ommendation:;s not
adopted at this time. | | o o

When the rate for cabinet-typeuequipmanﬁ‘was é3£éb1ished'
an exception was made for a small numdber of customare wbo had this
type of sexvice but were receiving it at the 1ower non—cabinec .
type rate. The staff recommends in Exhibit No. 69 chat chis excepcionﬁg 
treatment be disconcznued and that remaining customers be permit:ed
to change to noncabinet-type equipment, 1if chey-so desire, witbout
payment of basic cerminacion charges or installation charges, pro-V
vided this is done within 60 days after the effeccive dace of revised o

rates Iin this proceeding This suggcscion appears reaaonable and
1is adopted.

Centrex

A lowcr cwccpcion rate treac~ent similar :o chat dIscus ed

under “PBX Equipmenc" was established :or certain,cabinet-type; |

_ug-
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Centrex equipment, Ihe statf recommends thnt this special rate
treatment alse be discontinued. This :ecommendntion is adopcod
Since Pacific's application was pxepnred separate rates
for cabinet-:ype customer location Centrex hnve been entablishcd
4t a differeacial above noncabinet-cYpe equipmont.. The scatf '
concurs in Pacific's proposed increases in,non-cabinet Cencnnc
and recommends that the differential between cabinet and noncabinet
equipment be maintained. This recommendation is adopred.

Sexvice Connecction and Move-and-Change Charges

The principal changes in these charges proposed by Pacific
are an increase in the basic business service eonnec:ion~ohargee
from the present $15 to $18, an increase - in the reaidenee service
connection charge from $10 ro $13 and the elimination of conneo:ion
charges for residence exteasions 1nstn11ed at the time- of main
sexvice ins:allation. B

The s:aff disagrees with Pacific's p:oposalvto‘ineiease
connection charges and to provide free connection of. residence
extensions when {astalled concuxrencly with main service inscalla- .
tions. Pacific's proposal appears reasonable. however, and should
px:ov:tde a wore equitable spread o£ installat.!.ou costs. Paoiﬂ.c 3.
proposal is adopted. “ |
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Long Cords
In 1968, the Commission ordeted the disconctnulnce ot

long-coxd "credit“. Pprior to that time, no- installati.on charge vas:
applicable if a long-cord customer changed residence within :he )
same exchange. The discontinuance of this credit resnited in racher
widespread customer dissacisfaction. Pacific now’ seeks to restore
the credit for long cordsﬂand to expand 1: to Include-moves company-l
wide. It further proposes reductiona in inscallation charges
for such cords. . i

The staff does not concur with Pacific s proposnl .The * .
staff conteads that cost scudies show that long-cord :avnnues should
be increased rather tban.reduced but did noc present. any o£ those~
studies. To reduce the apparent misunderstanding of subscribers
that payment of imstallation charges mean that they bave "bought" |
the long cord, the stafi Proposes a reduction in longrcord instal--v
lation charges and the establishkment of a monthly-race applicable o
to new installations. The scaff contends that this proposal‘will :
result in long-cord revenues more nearly approaching,ac:ual costs.

Restorxation of the long-cord credit and reduction of
iastallation costs as proposed by Pacific should allevia:e the
inordinate amount of customex dissacisfaction which has been

raised on this subject. Pacific' S~proposal is’ adcpted
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Color Sets . SRV
When color sets were :Lnt:roduced soue 20 ycars ago, thex '
eolor charge was $1O 1966, the Comnission reducod tb.i.s cha.rge
to the present $5. It: has ‘been ‘generally undnrstood that this chargo .
would be eliminated after the proportion of 'black secs w&s sufﬁcient:ly‘ ’
low as to avold excessive black set retirements. The' sufi proposee ‘
that this charge be e].iminat:ed over the next several yem by reducing
the color charge by $1 a year wntil :t.t* beccmes zero. . Even: w:[.th the - ‘
elixmination of the charge for color sets, custome:s uques::l.ng changes o
of instruments from one color to another oxr from bLgc.k to a, colo:ed
set would still be required undex Pacif:!.c 8 ta::L:E:Es to pay. for the |
change. It thug does not appear likely that t:he comle:e rmoval of
the color charge at this time would resu:l.t :t;n an exceas:(.\re amount cf
black set xetirements, The oxder herein removes thq chaxge’;.for_colqr .
Other Miscellaneous Charges

The staff comcurs in Pacific's rate prppqsa;lé mltbe‘ re=
mainder of the group of miscellaneous items, The iata-..'éhanges .
generally give recognition to rising costs of the offer.f.ngs, lé.épzb-’
priate interrelationship of rates and rate history. Most' of t.hese ,
rate increases are limited to a maximum of ‘about 25 percent. Pac:t’.ﬁc's L
proposals are adopted. '
Private Line Service

Pacific. did not: xequest any increase :Ln rat:es fo:: pr.Lva.:e : .
line service. Pacific's witness pointed out that,. aven at: present.
rates, the intrascate Tates axe not compe:itive w:Lth m:ersl:ate rates.
'rhe staff contends that: int.x-a.s:ate toll pr:f.vate 1:'.ne eamings are 1ow
compared with total m:rascate earn:.ngs and- rez omez;d;\ thalt,pr:gvatg |

| =52-
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. w‘

line service rates be increagsed. In order not :o 1acreaao :he
dispa*ity betwesen interstate and intrastate rates for’ this cype
of service, no increase will be authorized at this :ime. ‘

Conversion to Toll Routes

The staff recommends conversion of :h;{presenc 7‘#§d 8
message unit routes to toll. Similar conversiéns-of-chen»exiitihg‘
9, 10 and 1]l message unit routes to toll routes were‘ordered tn
1968 by Decision No. 74917. We £4nd that the ;mff 'recqm‘snencl‘apion L
is reasonable and should be adopted. | RS o
Message Toll Rates '

Message toll charges consticute ovor half o£ the average
residential telephone‘oill. Pacific and :he scaff each recommendod

several changes from the present rates.

One of the changes proposed by Pacific for ita Tessage: toll

rates 1s to establish a uniform inicial-period rate for person-to-

person calls. The present initial-period: rate'i;-lowerwin the‘even1n35: f




. . .
. . .
. ‘
| |
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than it is during the day dospi.t:e t'.be £act: tha.t tho operacors who
handle such calls in the evening a:ca paid at a hi.gher :ate than the
operators who handle daytime calls, :

Another change proposed by Paciﬁs: is to est:ablish a
separate schedule of rates for ca].ls which requ:ixe t.bn assiatance of
an operator, include a third-number. call credit card call, coJ.Iect
call, and requests fox tme-and-cnarges. Those types of ca.lls a::e |
more expensive to furnish than calls which the custcmer d:tals himself.' .
Calls which are seat paid and are di:led drect by the custamer a:a |
the least expensive to furnisgh, Accordingly, Pac:tf:[o's proposed rates |
for such service are at a lower 1ev'e.1.

In addition, Pacific prcapoaes a pew reduced night rate: DDD
(dizcct distznee dialing) schedule oppucable during the hours of
11 p.m. to 8 a.mw. daily plus all dd.y Sundays and holidays. ‘Ih‘is
schedule would reduce the present lowest rat:ed ma:dmm d:f.st.ance call

within Ca.lifornia. from 85¢ to 49¢. Under th:is pl.an the.te 'would be

| three levels of rates foxr DDD calls' * Day :ates, even:r.ng rates and
night rates, Day rate time periods would be from 8 a.m. to 6 p.m. |
(in li.eu of the present: period of 6 a.m. 06 p.m.) on Monday t:hrough
Friday. The Intermediate evening rate time per:iod would ‘be from ’
6 p.m. to 11 p.m. on Monday through I-‘riday and- f::orm 3 a.m. t:o 11 p.m.
on Saturdays. ‘ . S

Por operator-handled collo,.- Pacific propooeo twolevels
of rates: Day rates and combined evening'anci’ nigﬁt :':ates.‘ As :I.n
the present: rate schedules, there would be a higher 1eve1 of rates for
person~to-person ca.lls than for scation-to-stat:ion calls. Surchar"es
would be added for collcct and th:trd-number calls, as’ in the present

rates.

The staff agrees :’.n genoml with. Pac:f.fic's prOposed revis- o

fons in format. In the m.ght rat:e for DDD calls, t:he staff proposes

. _54_ R
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an initial one-mznute pcriod instead of retainingAthe three-minute :
inicial pexriod, as proposed by Pae:f.f:i.e. In addit::lon, al:aff \voul.d
charge evening rates on Sundays and holidays between 6 Pele and li.p.m.
instead of night rates as proposed by Paeific.

The staff also proposes slighely-higher charges’ than did
Pacific for operator-handled calls, Together with the el‘.!m:tnadon of
surcharges for collect and third-number cells. We cancux with. most of"e'
the staff's suggescions, but: there do not. appear to be. suffici.ent |
advantages to .a one-minute initial period for night :ate DDD\calls to
warrant deviation from the three-mimute initial period.

The toll rates auchorized herein are essen:ialxy the staff'
proposed day and evening rates, with minor modffication of some of '
the charges, and Pacific's proposed night rates, Tbese rates’ inwolve ,
increases from the present rate Ievels prim.anly only'where operato:: U
handling is fmvolved, o -

Bighexr rates for operator-handled messages will give an
incentlve for customers to use DDD., Im view'of the" rapid g:owthlin“f
toll usage and the difficulties which telephone e:ilities have in
bhiring and retaining operators, any reduction in Operator handlins is

desirable. | | o

The incremental costs of opefatot-handledﬂtbll’imssegeSJOGerl
the cost of DDD messages should be reﬂected‘ in rates-. A study
prepared by Pacific at the staff's Tequest indicates that as.much as
474 additional cost is incurred om am opezator-handled,messager1n
cemparison with a customer-dialed call., Obviously, many ope:ator-
handled calls now produce less revenue than they cose. ‘ )

Reducticn in the amount of operat:or—ha.ndlcd eall.s w:Ll‘.L ‘
result in sizcable savings in expense, wb...eh sa.vu.nge w‘i’.ll ﬂow throu~h :
to the benefit of all t:elephone subscr:tbers in tbe stat:e. _‘ Pa.e:.fic
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made an estimate at the request of thc sta.f.f which ‘I.ndicat:es & saving .
of almost four million dollaxrs per year will accrue. fton dec:eased
traffic expensce after application of the new toll rate format, We
have reflected this saving as a credit t:o the rate spread

The pattern of having an extra charge for operat:or-handl’.ed
nessages is consistent with the intergtate rate schedule and t:he t:oll
rates recently introduced in several states. Also, operat:orbbandla-ﬂs *; ,
is an optional service and individual custoumers, therefcn:% have an
opportunity to avoid or minimize any increased chazgas ,

The provision of a reduced off-peak rate 1s designed m '
encourage customer use during off-peak perfods on the‘-toll network |
and thereby either generating additional x'évenuqs or divert:ing usage-
from peak periods for which facil:tt:f.es. must -bepi:ov:tdéd‘ on ‘the toll
network, The prov:'.s:.on of an off-peak rate is also consiax:e.nt w:[th
the general structure of the interstate rate schedule.-

Because of congestion on the toll net:wox:k- on Sundaj" N
evenings, a reduced rate is not appropriate for :hat: period. , Expe:-
ience with the interstate toll metwoxk reveals that the.re have been |
Sunday evening overloads to the extent that addicional c:‘.:cu:r.ts ha.ve
been requ:.red over the normal average business day, busy-hour zequire-
ment, | , | e

The staff's proposed conversion of 7 and 8 message un:tt
Toutes to message toll inveolves those routes in the Los- A.ngeles and
San Francisco-East Bay extended areas. of 26—;0 and 31-40 t:oJ.l _‘ra:e_‘
miles, respectively. This recémendation wﬁs made :5 évbi!.d 'cdn?.fliét:“ .
with the staff's toll rate pronosal and to g:tve fle:c:[bilicy in mek:l’.ng
further toll revisiens. Without this revision, 7 and 8 mes...age .xnit .

calls would be charged more than certain toll ca.lls over routes of the o
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save distance. Even at preseat toll rates, this revision would result_j
in a net increase of almost four mﬂlion dolh:s in annual revanuea co" |
Pacific after settlements, | |
Dats Exchange Service

The telephone message toll and exchange neﬁyor{c_‘l;gs‘ exper- .

1enced inexeased use in recent years by custotiers: usiné the fsyétexh“ for \

data comunications and other non-voice uses. The temm "da.t:a"
includes both digital and anaiog communications. Examples o£ d:!;gital
communications include teletypewriter, busi.ness mach:!.ne and con:pute: o
comnuaications, Examples of analog transmission include facs:imﬂa, 3
slow-scan television, telemetering and ot:he.r si.gna.ls ‘which Va.ry '

continuously rather than being transmit:ced in disrrete pulses. Other o

wnusual services include remote control of radio telephone systems and
transmission of music, | |

In Exhibit No. 69, the staff lrecomended-»é‘ééheéhle of ::atﬁés” B

vhich ultimately might be made appl:!.cable to dara exchange se:vice. ’
This portion of the proceed:.ng has been defer:ed t:o allow other par-‘ ,
tles to prepare evidence. ' )

Full Bilinsual Service

Complainants in Case No. 9042 ask that Pac.:.f:-.c be- requixedf

to provide “full bilingual service" so that a sub..criber in tt‘e
portions of the state with s:’.gnif:.c:a.nt: nunbers of Spam.sh—speaking

residents could obta:x.n essentially the sume service i.n Span:.sh as i
English, | |
Numerous witnesses were p:cesented by complainants to test:f.fy
regarding t.he tCa.QDhOBc problems encountered’ by per ons. who do noi:?
speak English, Some of thesc witnesses were' employ\.es of Pac:z'.f:x.c.,

I:com.call Vs several of those cmployec.. who spcak Span:...h con.,:.dcr

Y £ SR
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Pacific callous {n not. providing full bilingunl service—at no»nx:ru
charge but testiffed that they':hemselves would no: assist Spanish-
speaking subscribers unless Paciiic pays a premium for che.r lin-'7
guistic talents. . ,

_ | Hi{storically, °aci£ic ac one timo would not parmtt operatcrs
to speak :o=subscriber$ {n other :han anglish- In more recenc years.
however, opefa:ors'bave een encouraged to assisc aubscribers Ln wh;:-‘-
ever tongue the operator and subscriber could communica:e- Appatenzly.w
however, this has given rise :ova labqr dispucav' AS an ;1ternu€1vc.
Pacific has arranged to transfer Spanish-sﬁeaking subscribarsr~o'a :
private traaslation service which assists the subscriber- . |

There 1s no doubt that subscribers who cannoc speak Englinh
may find 12 difficult to»make ooeracor-assisced calls or :ransact
business with Pacific. Unfortunately, ouxr society apparen:ly haa noc
yet provided facilitics ‘to teach and sufficient’ incentive Eor all :o
learn English. We cannot conc14de, however, that 1: is the responsi-

bility of Pacific to overcome fully this deiieiency. The steps

already taken by Pacific appear reasouable and ao :urther require-

ments will be made at this time.
Findings and Conclusions

The Commissfion finds that: ‘
1. Plant additions’ ef at leasc 3750 million per year: by Paczfic
for the next three years will decrease the likelihood of service '

problems. ‘
2. Under existing rates and charges for its u:i11Cy serVicés; .
Pacific's earnings for the test year 1970 produce a race of retu:n of

7.02 percent on an {ntrastate rate. base o£ $3 391.500.000.
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3. The adopted estimates in Table II of operattng revanues. N
expenses, and rate base for the Test year 1970 reasonably :ndica:¢ '
the probadble results of Pacific's operations_for,chc near future qtl,"
the present wage levels of Pacific's employees. | '

4. Western Electric Company,:Iﬁc- ngstorn) mﬁst‘be'cdni
sidered part ci the utility" ennerprise. and ita prices ahould be
adjusted to reflect no greater rate of return on its sales to
Pacific thaa Pacific is entitled to earn on 1:3 operations-“

3. A rate of return of 7. 85 percen: on a test ycar tncrastatc
rate base of $3,391,500,000 and a cortesponding recurn of 9. 5 per-
cent on common equity axe reasonable- _

6m Pacific 1is en:itled to increases of $28 2 million in net
in:rnstnce annual revenues to raise Lts Cest. year rate of re:urn
from the present 7.02 percent to the 7. 85~percenc.' ‘.

7. An increase of $55.4 million in gross annual revénﬁisw‘
after settlements wi:hfindépendenc :elepﬁone cémpanies Sndzﬁiiod ’4
upon. the test year 1970, is justifted. . o -

8. Based upon the record hereia. the anreases in rates and
charges authorized herein are'justified‘ the: races and charges

authorized hevrein are reasonable. and the presen: racesuand\chargés,‘
insofar as they differ from chose prescribed herein, are for the

future unjust and unreasonadle.

9. Steps taken by Pucific o assiat subscribers who do not -
speak English have been reasonable. ‘
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10. In con:pliance with Rule 23.1 of t:h.is Comissi.on 8 RuIes of .
Practice and Procedure promulgat:ed pursuant to the Economic
Seabflization Act of 1970, ve £ind snd deternine thet:

a. The. race incxresse 1is cost—justi.fied. Si.nce Pecific s “

last rnt:e case all signiiicam: operating expenu lceount:s_“

bave shown increases. The increase in operating revenuea" .

has not been sufficient to absorb the. incrused expenses. .
The rate increase does not reflect future :Lnﬂa:ionaty
expectations. It is based upon, 1970 test year Operations K
and all of the items of increases 'Ln. expen.se cmidared-j ‘v
herein are definite and have been meuured w!.t:h respect"l
to thelr impact upon total operal::l.ng costs. )

The rate increase is the aninimm. required to uauz'e
continued, adequate, and safc service.. W:!.thout the -
increased rates authorized hexelin Pacific 8. abiu.t:y to -
attract the capitnl necessary t:o continue its construc- -
tion program to meet the basic need for :elephone _
service would be impaired. Further, w:tthouc t:he autho-
rized rate i.ncrease certain mainten.ance progrm would
bave to be curtailed and service would deter:!;orate. |
The rate increase does not ref].ect: labor costs in u:eeas |
of those allowed by Price Comi.ssiou pol:[ciea.‘ 'zhe
increase in wages and fringe benefits reflected in the
rates authorized herein were preseribed in eontracta
entered into prior to November 8, 1971. Such contrac:a

have not been disturbed by the Pny Board




A. 51774 et al. ek

e. The rate increase takes into account expectedmd
obtainable productivicy gains {ncluding ga:t.ns t:o ’bc
realized from the revised Tate ‘structure.

£. The rate increase will achieve the minimum rate of
return needed to attract capital at reasonabl.e costs
and not impair the credit of I’ac:!.f:tc. Experts. :cst:iﬂed
in this proceeding t:hat without an :(ncreaae :Ln Tate o£
return Pacific's ability to ‘attract cap:t.t:a‘.l. wou.‘l.d be
impaired. 7There was no persmive evidence to‘com::o-_-

~ vert this testimonﬂ | .I ,_

8- The procedures of the Commission provided for reasonable
cpportunity for participation '.by all :Lnt:é::eat:ed‘ persons
or their rep::esent:ativea. ~ Notice of the hearings wu
sent to all cities and counties within Pacific 's u:'v'.!.ce
area. The public was notified by advertisemants :t.n
newspapers of generxal circulnti.on. Etght:y-onc d:ya of

hearing were held in various parts of the State for t:he
purpose of providing an opportmiw for the publ'.tc to
appear. '
~ The Commission comcludes that: _ . o
1. Pacific should be requi.red to mstall at lcast $750 nillion .
of plant addition per year for the next three years. S N
2. Pacific's applicati.on for rate :anreaaes ahould be den:[ed
in part and granted in part.

IT IS ORDERED that:

1. During each of the years 1971, 1972 and 1973 the Pac:[ﬂc
Telephone and ‘rclcgraph Company (Pacif:(c) shall inscall at l.euc
$750 million of plant additions.
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2. On or aftexr the effective date of t:his order, Pac:{.ﬂc 1s

authorized to £{le the revised rate schedules atuched t:o thu order o

as Appendix B and, concurrently, to cancel or modify tt:s preunt:
tariffs to make them consistent therewith. Such £iling'mly_be‘tn~
the form of the schedules in Appendix B but shall be~br§ugh: pp»td |
the standards of General Order No. 96-A withi.n;tbj.rry:dnys.f The:
effective date of the revised schedules shall be :he\datéaof £11ling.
The revised schedules shall apply omly to servtge rendered on and:
after the effective date. ‘ | l

3. On or after the effective date of r.hia ordcr, uch
respondent in Case No. 9045 is authorized to file foreign exchnngc
service teriffs consistent with the revised basic exchnnge rntea o£
Pacific, as set forth in.Appcndix B of this order and, concu:rentlv,.
to cancel or wnodify its present taxriffs to make them consistent
therewith. Such £{ling shall comply with General Order No:..l 96-A..
The effective date of the '-reviséd schedules shall be ;ﬁe date of

The effective date of this oxder is the date hereof.
Dated at ~San Franeisco -, Califoféia. this' 37( é -
AUGUST | 1972. ' '
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Thomas M. O'Cornor, Hillon Hares ard

mbert R. l.auf.head T YT R LA ]

Joseph B, Geisler and Alan R, Watts ...
Alexander GOO&CQlan Y R R N ]
L. Sc &'363 Sessssssibdsasdssrasnsenpes
Slaff ard Allen Grimes  ..ivesses
Chesley Norton Gaylord & C)halter Birkelo
Roger Arnevergh by Charles E, Matison,
Robert W, kussell ard Manuel Kromin ..
Lnuis FOSSHET ciacactasasrssssastvsnnedn

1 = Interestad Partly P = Frotestant

R = Respondert
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]

¢ PARTY
Pittsburg
Sacramento
S&n Dieso -u-.olllnnd--uocnl-nobtl-.c-.lti.l‘i-nlo

APPEARANCES

RogeF GOlla scvsvcosciasnrsasisisinis
Japes P, Joackaon cecicsicsedidininsis
-John W, Witt by C. M. Fitspetrick and

William Xronberger s.sicesssiitsdons
(See County of San“"'nmeiseo) sissiad
Seaul M, Welngerten .iavisscivasironis
Raywond C. Clayton

B
t

¢C,
nlnullilltol..‘.ll‘liiillilltl‘lni.lDi.. T

s‘-ull-l‘l‘lllnlltlclllooulnldllnliilcl

San Francisco
Seaslde .Qc-aoo.aool.tno-nolcoitluoiu-oto-d.ioioao

Thousand Osks

ORGANIZATIONS and OORPORATIONS
1ied Telephone Companies Association .esevssssss
Imerican Taxpsyers Union of Cslifornis, In¢. {unit 3)

tll.l.l..l.iil‘-oltill‘.lltl-alihl“

adcc.ntn..dt.cnno‘llcllacbonncllilti sesssssnbeenitseid

Ernest W, Walson cisesssnncccinrenais
Diamantes D, Katsikaris ’

ittt brsrbdbrand

Apex Janitor SUpply_ shsbpsrbasbasdrbbsesoradoniei
ASSOCi‘tioﬂ of California Consumers seissdsacesssns
Association of Data Processing Service Organisatiors
Business Communications
California Farm Bureau Federatlon .sseceecsissisnas
Calitornia Farmer-Consumer Information Cocmittee
Catifornla HOSpit&l Assoclation sssasscaasecnsnens
California Independent Telephone Associatfon ..ses
California Labor Federation, AFL-CIO sssssieencas:
California Retallers Assoclation
California Rural Legal Assistance

XS E RN ERE NN NS

IR XX EXRERRL

Chicano Law Students (H&StiDSS) SadsELEsERbA IR S
Communication Workers of America
Conaumers Arise How

EEXEAEENERR RN R}

Seastsasdddnbsrtantndreanaii

Contra Costa legal Service Foundation
Consumers Cooperative of Borkeley
The Dlners' CIUb .l..ll.l'ill.lll‘l.l‘ll.l“..l'll
Echo AnSiering Service cusseersrnscicrinsressaieae
General Electric Corporation

IEYEXE IR R

IR E NN N R R RN 2

ssesadisiddssasrednbdonbbnts

Nat Yanish
Cesssbissbanetrins
O'Helveny & Nyers, by Wil e
Lyle C, Brackney sesssessscrsnsciness
¥, L, Kriecht and Ralph Hubbard
Mrs, Borghild Haugen
Ronsld G, Trayner isascscsesaaissssson
Nesl C. Hasbrook

Dennis T, Peatocke
Robert M., Shillito
Tred H. Altshuler, David M. Fielding,
Robert Gnaieda and Lupe Quintero ...
Steven J. TOArra coessaceoniisnsninei
Stephen H, Confer and Edward Long .
William M, Bennett, John A, Breffeilh,

IR R RN

' XEEEENFEEER NN NN )

R EEI R RN AR RN )

XX RN RS NE NN NN

Kenneth R, €lege, Lew Gelser, Garret P,

itcloooclllnntninl.il.-coh.

Mra, Sylvia Sisgel

sbsbbarsbasadbdsya

Shean, Harold Sherwin Small, Fdward
Torrico and Charles Walsh
Jin Ljpést thabesdanuassdubsENNO bR
ben Rothenberg
Kicholas Carifio
Clarence Ricks

sesdesdaad

IR XXX ISR N A R R N
esssR B RO BINIB RN O

AR AN RN R R NN

O'Melveny & Hyers by William J, Bogaard,

ard Squire, Sangers & Dempiey by John
Lansdale

Sssadsss sttt aN NI RERININS

[T -] H'UHHHVHNH'U"U'UH

[ 2 T Y T O T O R O I |

IR T T O O O T T I I |

ot et
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sdddsssesdadbasnrsies P

PARTY :
Hornblower & Wecks - Hemphill, Noyes ...ersrsecisins

APPEARANCES
¥William G. Irving

I-B.E.H- Local Union No. I0IL  Luenncsssassesbosete
International Cozmunications Corporation .isseiees
InterraC131 House’ Inc. sssbaseilisnsssntinnasdoss
League of United Latin-American Citizens .....isss
Mexd can-American Legal Defense Fund

YA ERFEFERRER N RN

Mextcan-Amerfcan Political Assoclation .ecsesnssns
HAACP Legal Defenser sshaosssnbassadtascdadadsnipae
National B.lsinessman's Association seeisssinsresess
Responsible Herchants,Froperty Owners & Tenants,Inc
Retired Enployees Group Of TP T &Te sacasvansins
San Francisco Meighborhood Legal Assistance Founda-
tion uc.n-.cnlna‘olclntnnalcdllnilnoca||lliaauii|
San Pablo Eommunity Change Foundation .eivissiveans
San Pablo Farchester Comnunity Organization
San FPablo Housing Tenant Council
Sears Roebuck and Company
Senior Citizens Moverment cisassssssersnsssrnctenaan
Spanish Speaking Subscribers (140) seecrssncnnnons
Spanish-Speakirg/Sirnancd Political Assocliation ..

[EE RN K]
Casisbasr bl

Cetsanssskiesssbarotibrn

Telephone Answering Services of California, Inc.

Unstcd Auto HWorkers, Northein California
¥elfare Rights Orgaf!izatim sesbidsasasshEs RN bu
Wirdsor ard Hzaldsturg local Action Council

[N N EREN)

draies

H, W, HcWhorter sassssésanvntnniossie
Jackson & Jones by Stanley R. Jones
Marcus Garvey Wilcher ccisovessnrivicns
David H, Flelding icesasncscsdcascsrns
Fobert Cnalzda, Elaine Climpson ard
Mario Obledo inill_llllr!!ll!‘nil.!gio
(See Mexican-American Legal Defense Fund;
(See Mexlcan-American Legal Defense Fund
L. David Fox '
Jack Bartolini
¥illiam J. Wider

ssesiesastesrnssaanibiiog
secssbbasadedssrsnibnaae

YR EXEEEEE RN NN E R KRN

Graham  ,essatsooassetsssnss

mm._fﬁh—- [
See Contra Costa Legal Service Foundation
See Contra Costa Lega) Servi¢e Fowddation
See Conlra Costa Legal Service Fourdation
Hope H., Camp, JPe sonssvssbndssassasnin
Royal C, Younger and Mrs Joan Martin ..
(See Foxican-American Legsl Defense Furd)
Ricardo A. Callejo (and see Mexican
American Lega) Defende Fund)
Bacigalupl, Elkus, Salinger & Rosenberg
by Lu¢ius P. Bornard
Salvador L. TAYATES sesesscsrsnesniose
Sce Contra Costa Lega) Service Foundation)
See Mexican-American Legal Defense Fund}
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PARTY

APPEARANCES 1R.5171%:C.9038:C.9042:C.

[NDIVIEUA].S
Bennett, Willian M.
Bone, Donald L. esssensdssiadbaibaaaserdienisi
frierly, Philip G.
CiéSlelski, Hl!d]’l&w bbb hadsadnbebisnbosrinne
CTOSS, br. Nancy JG'!II casssdbbssinnseaddisien
pe Mattia, 0008133 Terhssdansibisiaeadiieennssnns
£lder, Randy N. evssinsbrbinbasitbsandiobaiiind
vrvin, Rebecca
Gelser, LeW ijssesvicisitociasivssciasritnaessnins
Glasa, Michsel K.
Heldrick, Harold H,
Hunter, Kenneth R,
Jaméson, Donald €,
Kfachner, KIm  .uuu snccasionssisstnisnisassine
Xogel, Nancy
Iipary, Jin
- Merclier, Ceclle
Holan, OLLIS secesrtnnnsovsntstisincstnessarenrss
Pugh, David

Shean, Gﬁrret P. sdnbsinddesionniadaenisnstansi
Sm&ll, Harold Sherwin ,.iicsneavissitscsensonss
Small, Mr, and Mrs, James N,
Stons, Janel sicivencienssiatssatnoicsiinainnse
Torrico, Edward
viviano, Victor
Winsor, Richard .isevssonasstsscsisssssensansis
Hrig.ht, Orville I,

%Markel, Leon
Mercier, Andre

sesarbrsbibbbasanisbabanias

iaatlcll-lnlttli‘.alillcc---

ssshbsspsbsadsbbaidosrsesnntitié

beradossansdsitdenidseibirsases
chobsssbobohbasbairsttiannn
adtdastsdandsssrdrdsanriacay

I A A AN RN NN NN R R LY
Sesbasasad ¢E2b AP BB BN bRREN R RN
A Sorbsachanastdasnnbbbanit o

Sessnsbsbanscbbasreabeinitnsri

C‘I‘I......i...‘ll...ll.“ii‘l‘....

[EX N ENENEFRE NN N NN ]

cidseninbbrennnnsinnnsbisandond

Frdsdseba e s it issssrdaiies

.lillll..ii....l‘l‘l‘..l..i.

AN E H QAP AN PARRESORIERIOERBIINES

P EEE RN EE R NN N E NN RN NN RN

adsedaadnbeh

Self {See Consumers Ariss Now)
Donald L. Bone

Philip G. Brierly
Wladyslaw Ciesielsid
Dr. Nancy Jewell Croas
Douglas Do Mattia ...iviavvvessansnnnvines

MI N, E;de: beseasaisndbenrossbbbrs b
ebeccd Ervin  Liavevsassstnssstosiatinsss
Self ZSee Consumers Arise ”Ol’) sisddandine
Michsel K. ClASS .iisscassarsvsossassinsin
Harold H, Heldrick
Kenneth R, Hunter
Donald €, Jameson
Elﬂ !iI‘SChﬂGl‘ RN
Nancy Kogel

ap Sessbssssotbosdbuas ettt

in Lipary
Cec¢lle Mercier
Otis Wolan ..

D&Vid 'tll.llliliilllliii!bi..li‘l;.l
Self (See Consumers Arise N‘)U; satesataten
Self (See Consumers Ariso Now} ....ceveea

Harold Sherwin Small (Ses Consumers Arise Nou)
anel SLONE suvssvvssnsavsavssantsssniboenss
Self (See Consumers Arise Now)
victor Viviano
Richard NIOL  seeesssusovsssbtdbninetosns

Orville I, ¥Wright

Leon Markel
Andre Hercier

sasbaseénnbiinsissnibassincs

sebsnbsissardssinassinis

.n.oiioin-..aa.ongl}s

Vassseshsscisrsasen

sessibidbbsbai bt

ssasndridtibibodsnsasdtasn

Bhosibobosabioboadntsten
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APPENDIX B

. Page 1
Rates = The Pacific Telephone and Telegraph Company ‘ ‘
Respondent's rates, charges and conditions are changed as set forth in this app«ndix,

I Schedule No 4~T
Individual and Party Line Service

el

- Rate Per Month

‘ Suburban
Residence Service

' Service

Buginess
Service

Ind. | 2-Party 2=Party | 4~Party 8-Party | 8-Party
Line | Line " Line Line | Line ' | Line

$11.15 $8.15 $4.70 §3.900  $3.10 - $7.45 $3;60

RENT M)

Alta
Angels Camp
Amnapolis
Azvin
Avalon
Avenal
Baker
Bakersfield
Bangor

Big Sur
Boonville
Borrego
Bradley .
Bridgeville
Burrel
Cambria
Carrisa Plains
Challenge
Chico :
Clearlake Oaks
Cloverdale
Coalinga

Corona
Coulterville
Death Valley

Feather Falls
Firebaugh
Georgetown
Greenfield
Hopland
Huren
Jacumba
Julian
Keystone
Knights Ferry
Lake Berryessa
Lebec

Los Banos

*4=Party. Sexrvice Where Offered

Lower Lake
Loyalton
Madera
Mendota

Michigan Bar .

Milton
Miranda .
Mojave
Mount Shasta
'Newhall

- Ocotille
Orland
Oroville -
‘Palmdale .
- Paradise:
Paskenta '

Pauma' Valley :

Pascadero
Petaluma
Mlin D'-A- .
Pinecrest
Pine Valley.

Placerville

beﬁer‘ Valley |
‘ Rosamond

ohingle S‘prings
Shoshone

. Sferraville

Soda’ Spr:[ngs
Solednd o
Sonoma " -
S;ockton
Stonyford .

'rehachqpi} _‘

Tracy

‘ 'l'ulare

Tkflah

- Walker' Basin '

warner Springs
Weed™:
' Weott(

~‘w111£;if"

W:!.'ll_ow‘sfy"; -
Winters.
Woodland: .

',Y°3@?t9:"' s




A. 5177 ot.‘..

ATFENDIX B - Contimnd

Page 2

-

Rates - Tha Pacific Telaphone and. ‘hlqr-ph Conpqny

Rate Per Month

Business
Service

| Residence

Suburban

Service

Ind.
Line

{2~Party
Line

2-Par l:r
Tine

4-1’:1-!.7
Line

Ti‘

Exchanges with
Extended Service
Within 8§ Miles

§$11.15
5.90-80¢

$8.15 $4.70. $3.90

$3.10

$7.45  $3.60
8.70%

——res

- §5.75
B

Alleghany
Atwater
Benicia -
Biggs
Blairsden
Bodega Bay
Butte City
Camptonville
Cayucos
Chowchilla
Clovis
Cobb Mountain
Colton
Crockett
Crows landing
Davis
Delano

Del Mar
Dinuba
Dixon.
Dowvnieville
. Dunsouir |
Earlimart
Escalon
Fairfield-Suisun
Felton
Fillmore.
Fontana
Geyserville
Grass Valley
Cridley

Groveland
Guarncvi.ne
Guatine -

 Half Moon ch.

Hanford.
Herald
Highland:
Hilc
Hollister
Homewood
Rughaon'
Ignacio

-Inverness

. lome’
Jackson . .
Jamestown -
Falseyville
Kingsburg
La Honda
- lakeport .
laton
Lemoore .

" Lewiston
Lincoln
Lockeford
‘Middletown
Moccasin
Modrsto
Mokelumne Hill
Montague
Monte Rio

% 4-Party Service Where Offered
® Offered in Pinole Only
4 O¢lered in San Clenents Only

Moss Beach
Nevada Cicy
Newvaan ‘
Nicasio
Nice
. Nicolaus

North San Juan' .

' Occidental’

Orange Cove

Parlier -

‘ Pepperwood
Pinole -

. PLttaburg

. Rixley
Pleasant” crovn

" Pleasantcn
Plymouth:'
Point Reyea
Portola.

" Quincy |

Rancho - Sant:h Fe |

Rialto. ‘

Richvale : -
Riverbank

Riverdale
Riverside =
Rodeo '

San. Andreas

Sm Clemente -

San Juan -
' San Martfn .
Santa- Mu:gariu
"Scbas:opol '

 Selma' -

chuoia

- Shafter:.

.Sonora.

*. Somth: Tahoe
Stinson’ Bcach-

"Bolinas ' .
Strcgforslfé TR
- Sutter: Cruk

. Terra Bella'
- Three' Mvus
- .'.l'ipt:on

_ 'Ioulu
Tres’ Hnon
Turlock

* Uppex lec

Vacaville.
Vallejo:™"
Valley: !’ord
vVa.lley' Sptings
Vioa
Vun—vzsta D.A.

: Wnnace

. Wasco~

T _Wa:erfor&

Woodhh

 Semi-
- Public.
" Servie-

5508

L]




A. Erﬂﬂili al. .

ATRPENDIX B = Continued.
Page 3
hl:u = Tha Paciffc Telephone md Telagraph Compmy

Rate Per Month.

Business Residence . Suburban _“ ‘W-g“
Service Serviee Servige ' -
NS T Bus.- | Res. Semx-f
EACH PRIMARY Ind. | 2-Party| Ind. |2-Parcy | 4-Party | 8-Party | 8-Party | Public .
STATION: Line| Line Line | Line | Line Line | ZLine " | Service | -
Exchanges Qutside
of Metropolitan
Areas with Extended . ‘
Service Beyond Eight ;
Miles - :

. Anderson 12.95 ° 9.95 5.30 4.50°  © 3.70  9.25 4.200 6.50. M
Antioch 1175 8.75 . 4.90 40 3.30 . 8.05  3.80»  6.00 ERREN
Aptos 12.35 9.35 5.10 4,30 1 3,50 8.65 4. 003' T 625
Arcata 11.50  8.50 4.70 3.90 3.10 7.80  .3.60": 6,75
Arroyo Crande 13.20 10.20 5.30 4.50 - 3.70 T 9.50 - 4200 6,75 -
Atascadero 12.20 9.20 5.05 4.25. 3.45  8.50..  3.95 - 6.25 .
Acburn 11.75 8.75 °  4.90 4.10 , 330 8.05 . 3.80 = 6,007 .
Ben Lomond 12.90 9.90 5.30 ' 4.50 "3.70 0 9.200  4.20° - 6450
Blue Lake 14.25 11.25 [ 5e75- 4,95 14,15 10.55 " 4,65 7.25 "

. . T 11.80%  5.20% Lo
Boulder Creck 13.65 10.65 °~ 5.55 4.75 3.95 . 9.95 4.45 7,00
Brawley 14.00 11.00 5.65 4.85 4,05 1 10.300  4.55. 7.00
Calexico . 12,35 9.35 5.10 4.30 3.50 8.65 4,00 6.25
Calipatria - 12.35 9.35° 5.10 4.30 3.50 - -8.65 4.00" 6.25
Calistoga 12.35 9.35 . 5.10 4.30 13,50 '8.65 4.00 . 6.25 .
Capistrano Valley 11.40 8.40 4.70 3.90 = 8.9 4w 50750
. 0 3.10-60 , C R
Carmel 11.90 8.90 4.95 4.15 3,35 8.200 . 3.85 . 6.00
Carmel Valley 15.45 12.45 6.15 5.35 4.55 1l.75 L 5.0 7.75
Caruthers 13.65 10.65 5.55 4.75 3.95 9.95" 4,45 7.00
Castroville 12.90 1 9.90  5.30 4.50 370 9.20 - 4,20 650
: ‘ : C 10.45%  4.75% L
: . Chualar 12.90 9.90 5.30 4.50 3.70 9.20° 0 4,200 - 6w50v[
' 5.90=80%* 2.25=30%* - S 10.45%.  4.75% -
Corning# 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. 250
Cottonwood . 13.65 10.65 5.55 4.75 3.95 1 9.95. 4,45 7000
Del Rey 12.90 9,92 5.30. 4.5¢ 3.70 9.20 420 6.50.
East Contra Costa 12.35 9.35 5.10 4.39 '3.50 8.65 4.00 6.25
‘E1 Centro 13.25 10.25 5.40 4.60 - 3.80 9.55 4,300 ‘6@75

*4-Party Suburban Service ' o o
*Message Rate Scrvice Offered on a 1-Year Trial Ba&is Endtng 6-5-73 As Authorized R
' by B.791264 ‘ L
Rates o be increased to those shown in parenthc&is upon incroduccion of Ewceqdcd
Area Service Effective:
$#7-30-72 Authorized by D.77571 -




AYPENDIX B ~ Continued
Page &
Rates - Tha Pacific Telephone and ‘rolegnph Company

Rare Per Mbnth '

Business Residence’ Suburban
Service ‘ Serviee Service: . |-
, _ L Bus. - | Res. Semi-'

EACH FRIMARY Ind. | 2~Party 2-Party | 4-Party | 8-Party |8-Party | Public
STATION: Line | Line | Line Line: Line- Line | Service

————
(Exchanges ovtside of | .
metropolitan areas |,
. with axtended sarvic
beyond aight l!.lu)
cmuimmd

Encinitas $12.35 $ 9.235 $5.10 334;30 $3.50 - - . $.8.65  $4.00
Escondido ' . _ : , -
=Escondido DA 11.75  8.75 4.90 4.10 3.30 - 8.05 3.80.
=San Marcos DA 12.50 9.50 s5.18 4.35 3.55 - 8.80: 4.05 6 jff
Eureka 13.85 10.85 4.95 4.15 3.35 10.15 3.85 .7.00
Forestville 12.90 9.90 5.30 4.50 - 3.70 9.20 4.20. . 6.50 .
Fort Bragg.- 11.75 8.75 4.90 4.10 3.30 8.05 3.80 6.00-
Fortuna 12.95 9.95 '5.30 4.5 3.70 9.25 4.20 6.50
French Guleh 13.65 10.65 5.55 4.75 3.95 9.95 4.45 7.00- .
Fresuo ‘ . 12.00 9.00 4.70 3.90 3.10 8.30 3.60 6.00. .. -
Galt * 12.90 9.90 5.30 4.50 3.70 9.20 4.20 0 0 6.50. -
Gazelle 16.20 13.20 6.40 5.60 4.60 12.50 5.10 8;25 :
‘ 13.75% 5.65% .
Gerberd 11.15 8.15 4.70 3.90. 3.10 F.b5 . 3,60 5.7Sa
(146.10) '(A1.10) (5.70) (4.90) (4.10) . (L0.40) (4.60)" (7.25) .
Conzales 15.15 12.15 6.05 '5.25 c&.45, 11.45 . . 4.95 7. 75) ,
: 5.90-80%x o . 2.25=30%% 12. 70*[f 5.50* o
Grenada 13.65 10.65 5.55° 4.75 3. 95 b9.95 0 44S 7. OO‘;u%;'
' ' : ‘ . 11.20%, . 5.00% D
Gualala 12;50‘ 9.50 - 5.15 4.35~' 3.55" - 8.80  4.05 . 6 ZS,ﬂ.j
Healdsburg 13.65 10.65 5.55 4.75 3.95 9.95 - 445 7. 00j  B
Holtville 12.35 92.35 5.10 4.30 3.50 8.65 4,00 6.25 -
. Hornbrook 13.65 10.65 5.55 4.75 3.95 9.95 4obS5 7. 00 - E
Hydesville 16.05 13.05 6.35 5.55 4.60" .. 12.35;, - 5.10 . 8§.25
Tmperial J2.35 9.35 5.10 4.20 3.50 8.65 4,000 6.25
c ) : . . ) 8. 90% .- 4,55«
‘ © 11.85 8.85 4.70 .3.90 * 3.10 8.15 3.60- 6.00- .
iingigigy _ 13. 65~ LQ.GSV‘ 3.35 | 4.75 3.95. 9. 952:_ 4.45{;7_ 7ﬂ00f_
- Live Qak 12.90 9.90 5.30 4.50 3.70 9.20 - d-ZQf-- 56§50}f

12,000 T 9.000 490 410 30300 8.300  3.800  6.00 . |
ToyTmere 11,65 8.65 4.70 3.90°  3.10°  7.95 - bl Her R

-

*4-Pnrty Suburban Service B f,_u', y
WiMessoge Rate Sorviece Offered on a l-Ycar Trial Basis Endxng 6-5-73 as. Authorized El
by D.79136 . ‘
Rates Te Be Inercased To Those Shown in Parenthesx« Upon Introduccion of Exccnded
. Area Service Effecczive:
£7-30-72 As Aughorized by D. 77571
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APPENDIX B - Continued
Page 5

RATES - TKE PACIFIC TELEPHONE AND TELEGRAPH COMPANY
Rate Per Month

| EACH PRIMARY
.| STATTION: .

Business

Service

- Residence

- Serviee -

 Suburban

Service

Tnd.
Line

2=Party
Line

‘2-Party

Line

4=Party

Liae §

Bus.
8-Party

Line‘ﬂ

"Res.

' Semi-
8=Party|

Public

Lige | Service |

(Exchanges outside of
metropolitan areas
with extended servi
beyond efght niles)

| continued’

loleta:

los Molinos#

$7.75 -

. 5.75
€7.50) -

. 625
6.75

6.25 .

6.00:

7.75_

5.75"

6.50 -

oo 6 25’1\ v '
5957

' '6.50

$ 11.35 $ 4.90
7.45  3.60
(11.15)  (4.85)
8.65  4.00
9.50 3.60
8.65  6.00
8.05 = 3.60

11,45 "a 95.

7.80" 3.3'6" -
9.20

4.20 .
$.65 4,00
770 3.60
9.20

420"
10.45%  4.75%
8‘-05'

- 3.80°
13.45  5.10 .
8.05°  3.80
9.25. 4.20"
8.20  3.85
9.20

e
10.45%.  &4.75%
9.26

TR0 6.500
10.45%. o
8.6‘5'. '

'4;75f';"
4.00

7.70 3.60 .

8.65 .

7.45

4.00
(8.05) -

3.60
(3.60)
9.80
9.95

$15.05.% 12.05 $ 6.00 $ 5.20° $4.40
11.1S  8.15 -4.70 3.90  3.10
(14.85) (11.85) (5.95) (5.15) (4.35)
12.35  9.35 5.10 4.30  3.50
13.20  10.20  4.70 3.90 3,10
12.35  9.35 5.10 '4.300 3.50
11.75 8.75 4.70 3.90 3.10
15.15 12.15  6.05 5.25  4.45
11.50° "8.50  4.70 3.90 3.10

112,90 9.90  5.30 4.50  3.70
12.35  9.35 5,10 4.30 3,50
11.40° '8.40  4.70 3.90

3.10
12,90 9.90  5.30 4.50 3.70

Martinez
Marysville

MendoOcino
Mexrced
Meridian

" Monterey
Moorpark
Morro Bay

" Napa
Nipomo

6.00

- 8.75.
6.00: '
6.50 -

. 6.00
6.50"

3.30
4,60
3.30

- 3.70
—3.35
3.70

" 4.90
6.70
4.90
5.30
4.95
5.30

8.75
14.15
8.75
9.95
8.90
9.90

11.75
17.15
11.75
. 12.95
11.90
12.90

4.10

5.60
4.10
4.50
4.5
4.50 .

North Tahoe
North Yuba

OceanSide
Ojai :
Paso Robles“
Piqmo-Beach
5.30 4.50

Planada 3.70

12.90 - 9.90
6.25.
5.75
ey |
575
(6.00) -
6,75
7.00°

1 12.35
11.40

12.35 9.35
11.15 8.15

(11.78) (8.7%)
Redding - 13.50  10.50
Petaluma-Swife DA 13.65 10.65

9.35
8.40

5.1C
4.70

4.30
- 3.90
5:10  4.30  3.50
4170 3.90  3.10
(4.70) (3.90) (3.10)
4.90  4.10°. 3.30
5.55  4.75  3.95

3.50
3-10

Point Arena,
Porterville
Poway

‘Red Blufl#

- 3.80
AN 45 -

% 4-Party Suburdan Service

Rates to be increased to those showm in parenthesis upon introduction aE extcnded
area sexvice effective:

#7=30-72 as authorized by D.77571
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Rates = Tha Pacific Talephone and Telagraph Company

e

.Rate Per Month

Business Residence .. Suburban’
Service Sexvice | . = ‘ Service:

' ‘ Bus. | Res. | Semi- -
EACH PRIMARY Ind. | 2-Party | 2-Party | 4=-Party | 8-Party, | 8~Party| Public |-
STATTION: Liane Line Line Line | Line | - Line | Service |} .-

(Exchanges outside of
natropolitan areas
with. axtended servi
bayond efight niles)
continuad -

Rio Dell $ 17.75-$ 14,75 $ 6.90 $ 5.60 $ 14.05 $.5.10 $ 9,00
' 15.30%  5.65% . .
Saint Helena 12.00°  9.00 4.90 4.10 ' 8.30  3.80 - 6.00 .
Salinas 12.10 9.10  4.70 3.90 : 8.40  3.60 . 6.25"
San Ardo 15.75 12.75 6.25 5.5 , 12.05  S5.10 . 8.00°.
Saa Lucas ° 14.10  11.10 . 5.70 4.90 © 10.400 4,60 7.25. T
San Luis Obispo 12.75  9.75  5.15 4.3S ‘ 9.05 . 4.05  6.50

. Santa Cruz 11.75  8.75  4.70. 3.90 . 8.05  3.60°  6.00

' Santa Rosa 12,600  9.60 4.70 3.90. - 8,90  3.60  6.50

* Saticoy 12.35  9.35 5.0 4.30 - 8.65  4.000 6.25
Sbasta Lake 17.15  14.15 6.70  5.60 ©13.45  5.100  8.75

 Simi | 12.35  9.35 5.10 4.30 .50 8.65 . 4.000 . 6.25
Smartsville 15.15 12.15 6.05 5.25 4 1L.45° 4,95 . 7.75

South Placer 12.35  9.35 5.19 4.30 50 .  8.65  4.000  6.25

Springville 12.90 9.90 5.30 4.50 0 - 9.20  4.20 6.50 .
Sunol 12.90 . 9.90 5.30 . 4.50 9.20 ° 4.200  6.50°

o : - 10.45%  4.75% S

Thoraton 12.90 9.90 5.30 4.50 9.20  4.20 - 6.50 ¢

. Trinida¢ 18.85 15.85 7.30 5.60  15.15. - 5.10. . 9.50
Truckee 12.35  9.35 5.10 4.30 8.65  4.000  6.25°

Ventura 12.50  9.50 5.15 4.35 F* B.800 4.05. 6,25
Visalia 11.40  8.40 4.70  3.90 10 7.70 . 3.60° - - 5.75
. Vista- ' . : . | o o

San Marcos DA 12.20 9.20 ' 5.05 4.25 WA 8.50 . 3.95 6.25 _
Watsonville 11.75  8.75. 4.90 4.10 .30 §.05 - 3.80-  6.00

’

Wheatland 13.65  10.65 5.55 4.75 9.95  4.45 7,00
Windsor 12.90  9.90 S5.30 4.50  3.70 9.20 7. 4.200 6.50 ¢ ‘.

Youncville 14.65 . 1l.65 5.90 .5.10 10.95 4.80..  7.50" .

% L4=Paxty Suburban Service
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APPENDIX B - Continued

Page 7
Rates ~ The Pacific Telaphone and 'relaguph Company

" INDIVIDUAL AND PARTY LINE SERVICE

Rate Per Month

S . Suburban
Business Residence - Service
Service Service ’

A ‘ Bu.s‘. ~ Res.
EACH PRIMARY Ind. | 2-Paxty 2-Party |4-Party|8~Party | 8-Party
STATION: Line | Line Line Line Line | Line

* Extended Areas -
los Angeles, San
Francisco-East Bay L
All Exchanges $ 5.90-80 $4.70
3.25-60
2.25=30

Except:

Mount Wilson 14.00

Los Angeles Extended Area Exchanges: _ | - , o :

Agoura

Alhambra

Arcadia

_ Bevexrly Eills
Burbank

Canoga Park

. Belvedere
Campbell
Concord
'Corte Madera
Danville
East Bay

Fremont~Newark

Hayward:

Compton
Culver City
El Monte
E) Segundo
Glendale
Hawthorne

" San Francisco-East Bay Extended Area Exchanges:

Lafayette .
los Altos
M{llbrae:

M{11.Valley

Moraga:

Mountain View

Orinda
‘Pacifica

Inglewood = - North Hollywood
La Crescenta -~ Paudena -
Lomita .- . . Reseda’

los Angeles =~ = San. ]?edro
Montebello ' . Torrauce -
Mount Wilson - Van Nuys. -

Palo Alto. - Saratoga
Redwood City Sauulito
Richmond ' . South' -

San Carlos-Belmonc ‘San’ Prancisco

- San Francisco. - Sunnyvale:

San Jose \ " . Walnut- Cr,ee.lk?:
San Mateo - - Woodside ' -
San Rafael ~ Coe T
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RATES - THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY
INDIVIDUAL AND PARTY LINE SERVICE

Rate Per Month

Suburban
Business Residence ' ‘ 1+  Service
Service Service : :

' ‘ Bus. | Res.| Semi-
EACH PRIMARY |Ind. | 2-Party 2-Paxty 8-Pty |8-Pty! Public
STATION: Line | Line Line | Line '| Line| . Service

Extended Areas-

Continued

Orange County . ‘ :

All Exchanges  $5.90-80 $4.70 . §7.45  $3.60
‘ : : 3.25-60, o -
2.25=30

Trabuco D.A.° 6.55~-80 5.35 ‘
. 3.90-60
2.90-30 -

Sen Diego~ © ‘ -

All Exchanges  5.90=80 4.70
3025-60
2.25-30

) Except:
Chula Vista~ :
Dulzura D.A. 14.00 4.70 -

3.25-60
2,25=30

+ - wew -

Sacramento
Extandad Area -
All Exchanges—-= 5.90-80 4.70

.60, . 5.90

. Orange County Extended Area Exchanges:

*  Apaheim - Fullerton : Newport Beach = Placgn;tia""'_"
Brea , Garden Grove - Orange . Santa ‘Ana o
Buena Park | o , ' o . B I RN

. San Diego Extended Area Exch&mgesﬁ ‘ -
Chula Vista La Jolla - Natiomal City = “San Diego: - ] o
Coronado. La Mesa- Pacific Beach . - San Ysidrol - -

Sacramento Extended Area Exchanges: Fair Oaks, Folasom, Rio Linda, Sacramento




-

APPLNDDC B~ Concinucd
Page ‘
hm- - "nw Pacific 'ralaphone and Telegraph Company

Schedulas Nos. 9-‘! - FParmer I.im Service
= Zach Station

- L

: Rate pex-‘ Month
i . S

Rani— " I Busi=" || .
. ness’” [
Service

Exchanges where offercd as
1isted under Exchanges with
local Sexvice Only in Sched~ "
ules Nos. 4-T and 5=T of cm.-
: appcndi.

Exchmgu-\hnu offered as =
.1isted undar Exchanges outt- !
slde metropolitan aresas with !
axtended sarvice to axchanges |
\nchin alght milegewecimncanny

zxclungo = Extanded Out;ni n
Metropolitan Areas bayw\'
r otaht: -i.hl "

Andexson. | - 1.70 1 4.00
Arroyo Graade ‘ E 1.70 ¢ 4.25 L

Ilfaicadero ‘ : 1.45 3.25 .

m'toga . . 1-50 . 3.4°> v
Caxmel 1.35- .2.95
Caruthers ' .95 4.70-
. Corning# _ 1.10° 2,20
(i Sg) (g ;0)' :
De.'L My . _ : 70 . 5
East Contra Costa 150 3.40
Escondido: o
From Escondido D.A. ¥*3° 2'8°f
From San Marces D.A. 1.55  3.55
Eureka ‘ ‘ 1.35. 4.90
Fort Bragg ~ . 1.30 . 2.80°
Fortuna . 1.707 4,00
Fresno ) ' ' 1-10 3 OS

Rates to be increased £o those shown in parentheses upon introduction of cxteuded
arca service effective: .
# 7-30~72 as authorized by D.77571
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Page 10
Racu = The Pacific 'relephone ana Lelogtaph Company

Schedulel Nos. 9T - Farmer Line Service: .
- l‘.lch Suci.on .

txchmgo - Exundad Ouuida
Matropolitan Areas beyond Rate per Monch
eight wiles :

Residence Service Business Service

Gazelle $2.80 ' $7.25,
Gonzales 2.45 6.20. .
Healdsburg . 1.95 : 4&.70.°
Hydesville 2.75 7.10-
King City 1.10. 2.90
Le Grand 1.95 4.70
Live Oak ] -_ “1.70 ' 3.95 .
Livermore 1.30 3.05
Lodt 1.10 2,700
' Loleta 2.40 . 6.10
Martinez 1.50 3.40
Marysville 1.10 L 6.25

Mendocino ' 1.50 ‘ 3.40"
Marced 1.10 - 2.80 .
Napa 1.10 245
North Tahoe . 1.30 2.80
Paso Robles 1.35 2.95

" Planada 1.70 ~3.95
Point Arena 1.50 3.40-
Porterville : 1.10 2.45
Red Bluff# 1.10 " 2.20

, (2.80).

Redding ‘ 1.30 4,55
Saint Helena 1.30 3.05
Salinas 1.10 3.15
San Ardo \ 2.65 - 6.80
Sau Lucas 2.10 5.15
San Lufs Obispo 1.55 . .3.80:,
Smartsville 2.45 _ 6.20°
"South Placer '1.50 3.40
Springville 1.70 3.9
Ventura 1.55 3.55
Visa.‘l.:f.:a . . 1.10 2.45
Wheatland , ‘ 1.95 4.70
Windsor } 1.70
Treka . 1.10

{

3.95
3.25

Ra..es e de invreased to those c‘wﬂwn in parcucl-"ec upon :Lntroduccion of exterded
aread service effective:

# 7-3C~72 as autherized by V77572
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APPENDIX B - Continued

Page 11
Rates - The Pacific 'Ielephog\e and Telegraph Company

Schedules Nos. 9=T - Parmer Line Service
- Each Station

Rate per Month

‘ : Residence Servige  Busiress Service
Dxckaages~San Francisco= ) i T
Concord B © $1.10 v $2.200
Daaville 1.10 2.20.
Fremont=Newark 1.10 © o 2.20
Hayward 1.10 2.20

E:cﬁhanges-Sacramento
Extended Area
Fair Oaks

Folsom
Sacramento

Exchange=Los Angeles
Extended Area

! Pasadena

E:ccﬁange-San Diego
Extended Axea

E1l Cajon
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RATES - THE PACIFIC TELEPRONE AND TELEGRAPH COMP

II Schedules Nos. L-T, 6=, T=T, 13-T, 18~T, 34=T, and 121-T
Message Unit Service in San Franecisco-East Extended Ares and los ales

gl;rcended Axrea and Message Rate Exchange Service iz Other Exchanges Where

Each Megsage Unit
Megsage Undit Rate s -

Semipublic coin-box,'o}zblié 'ﬁelephone,hotel private
branch exchange, and foreign exchange service 5¢

Other services , ‘4.4¢ ‘

Inerease the MU rate for resideﬁcc flat rate forei ' |
) gn exchange service in ¢
San Francisco-East Bay Extended; Area from 4.05¢ to 5¢. - B

Rat - Mes
Excl e Rate . e _per Megsage
Each exchange message over the allowance

(4 axy) Dr message rate services,
excepting foreign exchange services.

Foreign Exchange Service 5¢
Schedules From Section 3 of Exhibit No. Il
The utility shall cancel all changes in rates and charges im the ‘foilowing

schedules authorized by D-78851,1D-79873 and D-79941 and f£ile rates (where applicable)
from Section 3 of Exhibit 11 for the following schedules , except as noted below:

Schedule No. 12=T. Private Branch Exchangj: Service

Schedule No. 17-T, Directory Listings

Schedule No. 22-T, Key Equipment Service

Schedule No. 24-TL_D'igpatching Telephone System Service

Schedule No. 28-T, Service Comnection Charges - Move and Change Charges =
Inplace Connection Charges

Schedule No. 32-T Sv. lemental Equipment

Schedule No. 41-T, Mobile Telephone Service

. Schedule No, 46~T, Private Line Teletypewriter and Morse Services

Schedule No, 47-T, Channels for Program Transmission in Conmection with
. Loud=Speakers ‘

Schedule No. 48-T, Chammels for One-Way Speech Networks in Connection with
Loud=Speakers
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APPENDIN B
Page 13
T (Continued) mms THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY

Schedule No, 49-T, Channels for Ome-Way Program Transmission Networks in
Connection with I.oud-Spcakers

Schedule No, 50=T, Private Line Services and Channels Supplemental Equipment:

Schedule No. 51-T, Move and Change Charges

Schedule No, SZQT, Channels for Farmer Lines and Toll Service=Station Lines

Schedule No. 83-T, Special Assemblies of Equipment

Schedule No. 87-T, Speaker-Microphone Service

Schedule Wo. 100-T, Telephome Answering Service
‘Schedule No, 102«T, Channels for Video Transmission in Connection with Television
Viewars .

«Sghedule No, 104~T, Channels for Remote Metering, Supervisory Control and
Miscellaneous Signaling Purposes

Schedule No, 107-T, Bell and Lights System Attack Warning Service

Schedule No, 110-T, Chamnels for Telephotograph Transmission

Schedule No, 111-T, Special Asgsembly Services and Channels for Miscellaneous
Experimental Purposes

Schedule No, 112-T, Mechanized Switching System Service

Schedule No, 115-T. Channels for Data Transmission

Schedule No, 117-T, Af{rport Intercommunicating Service
Schedule No. 118-T, Key Equipment Systems for Air Defense Communications

Schedule No. 121=T., Centrex Service

Schedule No. 122-T. TZLPAK Channels and Services

Schedule No, 126~T, Channels fo; Television Transmission for Use in Educational
Television Systems

Schedule No, 128-T, Wide Areca Telephone Sexrvice

Schedule No., 132-T, Touch-Tone Calling Service

Schedule No, 134~T, Wideband Service

Schedule No. 135-T, COnneétionﬁ of Customer-Provided Equipment‘and'32§tems

Schedules shall be modified as proposed in Exhibit No. 11, pages 86 through- 133
except as follows:

1. The footnote om Schedule Cal. P.U.C. Wo. 12-T, 13th Revised Sheet Sheet 12
which reads "For 800A and 757A cabinet type systems in sexrvice as of
July 6, 1970, rates for Series 100 740E or 701 type systems will apply"
is deleted.
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RATES ~ THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY

III {(Continued)

Iy

2. In Schedule Cal. P.U.C. No. 32-T, Supplemental Equipment, 7th Revised
Sheet 12, the $5.00 "Non-recurring Charge for Providing Set fn Colox” ' . )
applicable to "Hand-telephone Sets - Standaxd Types and Colors” is eliminated.

3. The footnote on Schedule Cal. P.U.C. No. 121-T, 3rd Revised Sheet 4=A,
which reads "For customer location - cabinet type systems (LOLESS) in
service and applications taken on or before October 22, 1970, rates for
customer location - non~cabinet type systems (701) w:.l.l apply" is deleted.

Schedules Nos. 13-T and 14~T, Private Branch Exchange ’rrunk Line Service

Commercial and Hotel Manual and Dial PBX Business Key Station D:f.al PBX and Order
Recediving Equipment Services:

Where offered, the trunk rate for flat rate service for each trunk line shall be

150% of the I{ndividual line primary station £lat rate rounded to the lower.25 cent
meltiple. The trunk rate for message rate sexrvices for each trunk line shall be one.
half the individual line primaxy station message rate with no message allowance rounded‘ g
to the lower 5 cent multiple. T

V Schedules Nos. 3T
Foreign Exchange Sews.ce

*

Foreign exchange service v:!.:u. be offered between district aress or excha.ngeQ -
wherever subseribers request that such service 'be provided. ' :

' Monthly Ra:te

Business

Individusl Lime Message Rate (200) C $15.30
PBX Trunk, First, Message Rate (300) 22.75
‘PBX ﬂk'unk Bach Add'l Message Rate (300) 22.00

Residence

Residence primaxry service rates for roreign exchange scrvicr are a.djusted
to the extext required by any cba.nges in tke basic exchange rates.

Foreien excha.nge service from exchanges having specisl rate areas will be |
Priced at rates shown for the base rate eren or the special re.tc area, as
appropriate.

In addition to the rates shown above the appropriate mileage increment will
apply. The increment for rate areas A, B or C will apply in addftion %o the
Proposed rate for Los Angeles service in contiguous exchanges.
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RATES - THE PACIFIC TELEPHONE AND TELEGRAPE COMPANY

VI Schedule YNo. 53=T
Message Toll Telephone Service

Schedule shall be modified as follows:

Two~Point Service

Dial Stotion Serviee (Paid Only) -
Evenirg 2  Night
6 P.M. to 1L P.M. : 11 P.M. to 8 AM.
Dey Sunday thru Friday Da:t.ly and-
8 AM. to 6 P.M. -~ and 8 AM. to 6 P.M.
Monday thru Friday :  All Day Saturday Sunday and- Hol:tdays
Flrst : Each First : Each @ Flrst o Each
‘Three : Addl. : Three : Addl. : Three. : Addl. &
Minutes :  Minute : Minutes : Minute - : Minutes z Minute :

$.0  $0.05%  $0.00  $0.05% .10 $0.05%
5 05 35 .05 a5 s
20 .05 R S

.30 .10 <30 30 .30_"‘. : D0 e

45 .15 o A0 WK a0
=50 -15 A5 A5 W0 20

.55 .15 S0 .5 M0 a0
.65 20 .60 .20 SN L R [«
.20 .60 20 s a5

131 - 150 25 55 B0 s a5 owo
5L - 170 & .25 .65 200 0 AT a5 o
171 - 195 ‘ 25 .10 20 - A5 s

4% 40 ¥ 2p 00

0l 09 R 0d

L2 L

8 00 AV e

196 - 220 -30 .70 20 Cas L
21 - 245 : .30 .70 20 oWk s
246 - 270 | .30 70 200 SR .'LS B

30L - 330 .35 5 .25 . .,15.,-:,
331 - 360 . 35 TS eSS
361 - 430 Ao .80 25 o ase
431 - 510 | A0 L% 25 T U
s1L = 590 k5 -80 25 S as :

So1 - 685 as 8 25 o as
- s 3 62 - Cowad
79 - -50 -85 .25 9 a5

* $0.05 for each additionsl two minutes.
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RATES - TEE PACIFIC TELEPHONE AND TELEGRAPE COMPANY -

: C_)%rator Station Sexvice T

: Pald and Collect - " Person Service

: Evening : : Evening '

:6 P.M. to & A.M.: GPMtOSLM[

: Mon. thru Fri. @ :+ Mon. thru Fri. :
Dey :All Doy Saturday: Day AJ.J. Day Sa.tu:-day,. '

28 AM. to 6 P.M.: Surday .8 AM. to 6 P.M.: Sunday

:_Mon. thru Fri. : and Holidays : Mon. thru Fri. : and Holidays

: First : Each First : Bagh : First : Zach : First : Bach =

: Three : Addl. Three : Addl. : Three : Addl. : Three : Addl. :

: Minutes: Minute: Minutes: Minute: Minutes: Minute:r Minutes: Mipute:.

$0.35  $0.05 $0.35 - $0.05 $0.65  $0.05 $0.65  $0.05
.35 05 .35 .05 .65 .05 .65 .05
.35 05 .35 05 65 05 .6 .05

.40 05 .40 05 .70 .05 LT0 .
A5 10 4s A0 .80 .0 .80
50 .30 .50 .10 .90 20 .90

.60 .10 -60 10 5 J0 .05 :
(o A5 65 20 0 125 5 .25
-75 5. .65 A5 L35 A5 L35

.80 .15 .70 5 L.k a5 1.us‘f"
.85 .20 75 .20 . 200 1.50
.20 .85 .20 20 155

1.00 .25 .85 .20
1.05 25 .85 .20
.25 .50 .20

-30 -0 .20
-30 -0 .20
-30

LAY

8 R ¥P 00 B &@
*re "0

e 00 0

25 1.60 .
25 1.70
25 L5

30 10
300 L%

35 2'.05-
.35 2.20
-35 215
L0 2025
L0 2235
A5 2,480

.35 1.00 .25
.35 1.00 .25
.35 p

ko . .25
.40 . .25
A5 | -

A5 .25
45 20, .25
-0

[ .
BES 8%% A3 &

SRR

RO PR HHEE PP

a5 250
A5 2055
.50 2.60

4

+

NH:ON
[0 20V AN
oW o
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RATES = TEE PACIFIC TELEPEONE AND TELEGRAPE CAMPANY

Method of Applying Rates
1. Classes of Serv:f;:e
(A} Dial Station Service

Disl station rates apply to:

(1) Scot-Pafd messages dialed and completed by the customer from &
residence or business telephone without the assistance of a
telephone compary operator.

(2) Sent-Paid zessages placed from a public or semi-public ¢oin
telephone at & rate mileage distamce of 4O miles or les.;.

(3) Sent-Pa.id messeges placed with the assistance or an opemtor whore-,

sa) dial completion fncilities are not avadlsble.
b) equipoent or ciroudlt comditions cause ussuceessul
dial attempts.
(¢) the customer idemtifies himoelf as 'being handicapped and
, wable to dial. : :
(@) tbe operator must idertify the calling aumber where
automatic recording equipment is not s.vo.ila.‘ble.‘

(4) sent-Paid mec.,ages Teestablisked after a scrv:tce fa.ilure on a
customer dialed ca.'L.'l. :

Operator Station Service:
Operator station rates apply to:

(L) Mecsages requiring the assistance of a telcphone compa.ny operator
Tor completion of the call or a request for any information or
assistance relating to »illing or charges for such a call cxcept

*"or Opera.tor services used in commection with Disl Station Serviees
noted atove.

Station messeges placed from a public or semi-public coin
telephboze at a rate milease distance over LO m:s.les.

Station messa.ges billed to the called pumber, a 'third 'telephone
mumber or a telephone compary credit card. ‘

Station DIEBSSHZes where the cu...'tomer requests time and charges
quoted.

Interexchonge Peceiving Service MORSAZAR (Ehtofprise or '?en‘i'th) S




A-51TTs et a1

APPENDIX B
Page 18

RATES - TBE PACIFIC TELEFPEONE AND TELEGRAPE COMPANY

1. Classes of Service - continued
(8) Operstor Station Service - continued
Operstor Station Rates apply to - continued

(6) Messages billed to special toll billing mmbers, Q axd Z,
included.

(T) Messages to or from a Mobile telephone or a VEF Marit:l.me telephone
where dial facilities are not available. .

Conference Service

Rates and conditions applicable to conference service are revised to the extent
necessary by the changes ordered herein in two-point service.




g%gzg, e!'gl.

80347
80348

COMMISSIONER MORAN, CONCURRING.

I concur in each of these three Pacific Telephone decisions
today as they substantially correct the gross errors of law'and
Judgnent exmbodied in this Commission's three previousioutrageouse.
decisionsFNeespecting Pacific Telephone,(to 2ll three of which
I dissented).

It is unfortunate that this Commission has finally recognized,‘g‘,

its responsidbility to the people of California only because the
Supreme Court has compelled the Commission to do so. Literally,
several millions of dollars, not to mentlon the time of dedicated
staff persomnel, has been wasted unnecessarily, all at the expense
of Pacific Telephone's ratepayers, the taxpeyers; andvindeedfeVen
to-the‘detriment of Pacific Telephone's stockholders.v |

Dated: August 8, 1972 /s/  THOMAS MORAN
San Francisco, California : o Co

Thomas Moran
Commissioner
FN/ D. 76726, January 27, 1970,

respecting so-called "Western Electric Adjuotment"

D. 77987, November 24, 1970,

respecting so~¢called "accelerated depreciation”,

D. 78851, June 21, 1971,

which granted Pacific a rate incerease in excess of

$143,000,000 per year.




