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Decision No. ___ t)_O_E)_3_~ @~H~H~,jt .... 
BEFORE THE ?UBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA" 

L~ the Matter of the Application of 
THE PACIFIC TELEPHONE AND 'l'ELEGRAPH 
COM?A~nr~ e corporat1on~ for authOrity 
to increase certain intrastate rates 
and chnrges applicable to telephone 
services fUrnished Within the State 
of california. 

Application No. 53587 
(Filed 9!i5/72) 

ORDER DEl\"YING INTERIM REj ... !EF 

The Pacific Telephone ~nd Telegraph Company filed on . 
September 15 .. 1972J j.ts &F>Plico.tion tor 1nter1m a.nd final· rate 
increases. .L\pplicant requests $103.3 million of interim rate. 
increases.. In support of such re~uests Pacific alleges~. among 
other tb.ings~ that the $103.3 million increase is $uff1c1entonly 
to bring Pacific's rate of return to the 7.85% leve,l uutho'~1zed in 
June 1971.1 thMt Pacific must raise approximatelj7 $-325 m.1l1ion, of 
outside capital in 1913 in addition to the $460 .million in 
outsta.."lding Short-term 1ndebtec1ness, at the end o,! 1972" '. that tb,e 
rate increases which the Commiss1on authorized on Augus,tS" 1972';' 
could be the subjects of requests for review ~ an'd, that· SUCh, 

increase is essential to prom~t improvement of service .. 
In considerL~g the question of interim relief and whether to 

set hearings on interim relief the Comm1ssion m.ust rely on the, 
allegations in Pacific's application' in light of the conditions: 
which are known to obtain.. GeneralJ.y speaking" the gran.t1ng, of 
interim rate relief should be preceded by a'Showing that~ an 
emergency situation or other undue hardship obta~ns, with respect te­

a utility'S operations.. (Saunby v. Railroad Commission~ 191 Cal •. 
226" 230 et seq .. ; DeCision No. 42530,. 48 Cal .. P .. U.C •. 487~ 488:; 
cfOo Dyke Water CO. v. Public Utilities Com.." 56 Cai'Oo2d 105~ 110.)" 
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Tb.i~ principle was recently :restated, by the federal PriceComm1ss:ton 
in a new rule promulgated to apply to- the allowable' suspens,1on 
period,s of requesteo interim increases. 'rhe rule sta'tes that in 
situations where requested increases are allowed by law to: go-1nto' ' 
effect ac.tomat1cal1y after a maximum sus-pension penod, the, 
regulatory agency must, even if cert1.ficated, suspend the requested, 
increase for such maximum period, unless !lit, is otherwise requ:tred 
for emergency reasons or to prevent an undue hardship o'r gross 
inequity. 11 (Sec. 300.301 (c) (1) (i}) Although there i& no SuCh, 
automatic 1.t:lplementat1on of interim rate increases ava:ilable to ' 
utilit1es in this state, the principle described acove may serve 
es an an~logy :in placing an appropriate stanclard'on jud.ging,~helleec1 
for such an increase. Pacific has not alleged afinanc1alemergency 
which if not mitigated would cause immediate and irreparable harm' 
to the utility .. 

The primary factors of wh1ch we are aware ano Which. would" 
prevent us from. finding a financial emergencY' a.re: (1) On 
October 13" 1972, the Supreme Court refused to issue a writ of 
"review on Pacific's wage offset application,. App11cat10nNo. 52794" 
which would render moot any e.ppeal that may be pend1ng..w1tb.re'spect 
to DeCision No. 80348~ and (2) Pacific ts most recent finalic1alclat!L., 
indie~te a marked1mprovement in Pacificrs earnings. 

, Pacific's finanCial statements tiled With, the CommiSSion , 
indicate ealn1ngs per share of common s,tock (annual ba.SiS) of' $1'.76 
for August 1972 as compared with $1.24 for the same month in 1971 .. 
These reports show earnings for June at $1.21 and J"uly,at $1~65~ 
Bese.d on these three months' reports" whiCh ore the late~;t 
ava11e-.ble" no emergency exists.. The $1.21 per shareear.n1ngs for 
June are after $19,060 ,000 was deducted from. revenues to reflect 
.refunds. The $1.65 earnings for July are afterdeduct1ng,$5;~4l6,>000 

. for· refunds., The $1.76 per share earn1ngsare a:f"ter deouctin.g' 
$,2,938"qOq for refunds. On this reported baSiS, the a.verage' 

. e.arnings p~r share' for the .three months perioda-re $.1.54, per share 
on an· annual basis ,compared to the, current dividend of .$1.20 per" 
share per year. The refunds which are beingmad:e to customers :tn 

" '~ . 
Septe~ber .9nd, October 1972 will not .reduce earnings' in those' o'r, 
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zubs~quent months. 
Pacific's request for $103.3 million interim rate increase is 

based on projected 1973- earnings and requests a full return of 7.85% .. 
The difference between the interim reqllest and. the full,$328,milJ.10n 
requested i5 related to two elements: (1) Tax treatment of tlow­
throu~gh versus normalized taxes and. (2) a requested increase in rate' 
of return from 7.85% to 9.5%. Pacific does not allege ground:s: for' 
the Commission to find that an emergency" in fact" exists. ItiS 
apparent that to grant the $103.3 million would' be equivalent to ' 
grant of the full $328 million without increases for tax treatment 
tlnd rate of return. Pacific's interim request is. for a fullre'turn 
and fails to specify the minimum increase required, to meet an 
unspecified emergency situation. 

The Commission finds" after consideration of the allegations 
set forth in the opp'lication and. the exhibits a,ttacheo ,thereto, a,s', 

well as filings made by applicant pursuant to General- Order No • 65";A'~ 
that such allegations" even if accepted as true" do not conta~ a 
ShO~...ng of emergency and that no, such Showing is apparent from 
Pacific ts published earning reports; therefore" good cause appearing" . .' " . 

IT IS ORDERED that P::!cific' s request for ,interim re11et1s" ' 
denied. 

De.ted at Los Angeles " Califonu,a" this L Z'1f d'ay 
---------- " r ",'" 

of a crQ.SER' :t 1972 • 

. " commIssione rs. 
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