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Decision No. 85374 
BEFORE Z.c.E PUBLIC UTILI'l'.u:;s COMMISSION OF THE STATE OF CALIFOR..,1\"!A 

In the VAtter or the A~p1ieat10n 
or fiESTER..~ CALIFORI."r'J-A 1'ELEPEO~"E 
COMP~;(~ a eorporat1on~ rOT authority 
to 1ncrease certain rates applieable 
to the sale o~ advert1sL~g in its 
telephoneclass1f1ed directories. 

OPINION 

Application. No. 55905 
(Filed August '29" 1975), 

By a:pp11cat1on !'iled August 29> 1975> We:.tern. California. 
Telephone CompaDy (Western) seeks a.."'l order of this, Comm1ss1on' autlJ.(\.l"l
zing the increased rates !'or classified telephone d1rectory~cIverti
sing service :.et forth in Exh!.~1t C attached to tb.~' application. For 
thic proe:eeding Wectern is treated a.s ..,·:as its affillated co:npany> 
General Telephone Compa..."lY of california. (Gener~l) >', 1.."'l Genera.l t $. last 
major rate proceeding" DeCision No" 83779 in Application No. 53935 
decided November 26> 1914" in which ~~eral was authorized a rate,ot 
return of 8.85~ 'ca.sed on Genera.l's cost of debt,,' de'bt, rat1o>a.nd e 
rei;urr., or; co=on equity of 12.44%.. Tb.1s treattlent is now su1:tjec-: to 
review ·..r~tb. respect to General T s utilization. of a.ccele!'sted tax . 
depreciation with norma11zatio~ for-rate-fixing pu~oses, in accord
ance with the California. Supre:ne Court Decision. S.F. Nos.. 23215, 
23237, 23257 issued Decembe:- 12" 1975. Therero:-e~ a:ny revenues 
collect.ee oy 'Western pursuant to the order1ss.ued. here1..~ a.re to be 

subjec,: to ref\l.nd. 

Western's las.t classified directory advert1sL~ rate 
increase, a.uthorized by Decision No .. 63208~ bec~e effective 
Pe~ruary 18" 1962. Western alleges: that the unit costs o£ preparing> 
pub1i~~~~,) and issUing Wes.tern's directories have increasedss a 
res-..::.1t of increased la~or and material costs. Unit printingcos-:s 
alone b.ave ri:.en 34 .. 5% cince 1969. ~lestern s.tates that by virtue 
of the =ub~tantial ~crease 1n tne value or director.y advertising 
to var1~~c adverticer: and ~h~ ~orego1ng cost ~actors~ Western:s 
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d.irectory advert1S1I'lg ra.tes, app11ca.ble to future d1rectory issuec, 
sho~ld be revised so as to yield increased advert1sL~ revenues. 
We agree; it 1s appropriate that the rates for directory adve~is~~ 
whic!l is an optional service proV1'"ded by Western for its subscribers, 
~e set at a. commercial level to prod.~ce reasonable amounts o~ rev~nue 
to help ottset other costs of: prOviding service. However,· the level 
tc which We:tern's directory advertis1ng rates should be L~crcased 
=er1~s review 1n relation to r~tes of c1mila.r comp~~ies. 

Western est1'0.8.tcs that the directory a.dvertising rate 
increase proposed, when tully ettecti ve, will result 1n a gress 
reve::lue increa.se of $331,000 annually at'ter regra.de ~~dunco11ectibles 
and itc esti':.1.8.ted adjusted intrastate rate of: return will have.'bee!l 
increased from 1.18% to 1.67%. The rates proposed by Western in 

Exhibit C a.ttached to the a.pplication represent an average·. monthly 
billL~ increase 1n directory advert1s1ng charges of: 58% and ~~ 
aver~e month~ increase L~ directory advertising revenues ot 35% 
.:liter regrading. Western's proposed rates are the sa:e rates 
pro?oced by General for directory advertis~ng in General's rate 
:L~crea.se Application No .. 55383 1;>ending oeto~e th1s Commission .• 

The ,Coccissi":\n staf't has reviewed o;.Testern t S a.pplication 
ane has prepa~ed a report regardi.."lg Western t S opera·tions.. This 
report is received hercL~ ~"ld designated Exhib1t No.1. It shows 
tha.t 'by L'1corporating General's 8.85% rate of' return a.s the allow
e.ble ret1.:.rn f'or the General Directory Company> an. a:f't1liate of' 
General and Western> the eftect ot the increase 1n directory adver
tising rates as proposed by Western would ~"lcrease Westernfs; adjusted 

",,' , 

~tra~tate rate of' return of' (.27%, as estimated by the staf'f at 
pr~:;.'er.:: rates, to 7.76%, assuming the proposec rates to h.a.ve o~en 
fv.l:.y in effect. Other rate-:n.a.ki."lg, adjustments shown by Western, 
in Exr .. i":)it :a at~ched to the application are based on adjustr::.ents> 
except tor wage annua11zat1on> adopted by this· Commission'£or General 
1."1 it::;. !r.oct recent ra.te order (D-83179, A-53935 dec1dedNovecber26, 
19(4 ) . 
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On Dece':llber 30~ 1975~ this Com::l!.ssion issued Decision 
• 

~o. 85287 in The Pacii'1c Telephone and Telegraph Company' Application 
N'o. 55214 adjusting Pacific t s rates,. This increase 1..", Pacific TS ra.tes 
ha~ re~ulted in ~", increase in settlement re~enue to independent 
telephone companies witr..i.n California. The Commission stat! has 
reViewed the :ettlecent effects on Wester.n~ are?ort onwhich1s 
received. here1n as Exhibit No .. 2. The additional al'lIlual revenues 
to Western due to settlements based on test year 19750perat1ons 
0:" Westerr. is estimated to be $61.:.~OOO 1..", exchange settlements, and 
$274~OOO in toll settlements. This additional revenue wouldL~crease 
staf~'s estimate of WesternTs ~~esent adjusted intrastate rate of 
:-et1.:.rn to 7.77%. Therefore, sta£:crs esti'Clate of Westernts adjusted 
i~trastate rate of return, including the proposed di:-ector,y adver
ti:;ing rate increase and settlements,. is 8.27%. 

Exhibit 2 also shows." the rate of return effect of increas
ing We:;te~ts directory advcrt1cing rates to General's presently 
authorized rates. The staff estimates that General's present rates, 
~hown herein in Appendix A~ when fully in eftectwould result in a 

gross revenue ~crease to Western of $119,000 ~~~ally after regrade 
and ~collectioles. The statf estimates the ef't'ect 0'£ these rates.., 
in addition to the settleme."lt efl"ect previously discussed> :",.,ould 
increase Western's adjusted intrastate rate of return to' 7~95%. 
These rates would represent a 21% monthly billing increase to 
~este~fs directory advertising subscribers and a 13% L"lcrease in 

Western'S monthly directory advertising revenues af'ter regrade. 
General's pre:;ent directory advertising ra.tes (a.uthorized 

by Decision No. 75873 in Ap'plication No. 49835 decided July,1.t'l.969) 
, ' 

w~~c~ have also been authorized for many of independent telephone. 
com~anies in California have become somewhat of a standard for 
directory advertiz.ing ra.tes for 1nde:pendent telephone companies. 
!t is appropria.te that Western '.Je authorized to raise its 'cr.arges 
'£or directory advert1si..~g to those levels. presently aut,horized tor 
General. 
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Proper notice of tbefiling of this application bas· been 

given, and no protest pursuant to this application bas been received 

by this Commission. 
Findings 

1. Western r s rates for directory advertising service should 
be increased to the level presently authorized General_ 

2. The rates and charges authorizee berein are just snd 
':easonable and the ?resent rates~ insofar as they differ from 
those rates herein prescribed are unjust and unreasonable. 

3. A public hearing is not necessary. 

ORDER ---------
IT IS ORDERED that: 

1. Western is authorized' to file with this Commission, on or 
after the effective date of this order and in con£ormitywith the 
provisions of General Order No~. 96-A, revised tariff schedules· for 
classified directory advertising as set forth in Appendix A and upon 
not less than five days' notice to the Commission and to the public 
to make said revised tariffs effective coincident with the issua.::.ce 
of its telephone directories published subsequent to said notice. 

2. Western is authorized to file with this Commission from 
time to time in conformity with the provisions of General Order 
No. 96-A, revisions to the tariff schedules filed pursuant to 
paragraph 1 of this order to reflect changes in the rate gro~p classi
fication for'any of its directories caused by changes in the number of 
stations in the exchanges included tn such directories and upon not less 
than five days t notice to the Commission and to the public to make any 

.-
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such revision ef'i'ective coincident With the issuance of' the directory 
or directories involved subsequent to said notice. 

3. The rates estao11shed by this order shall be subject to 
refund. 

The ef'fective date of' this order shall be twenty days 
after the date hereof. 

Dated at __ .;;San;,;;;;;;;;;.~Fran...;..;....;_cis_se_o ___ ) California> this 
day of: JANUARY ., 1976. 
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APPENDIX A 

WESTERN CALlrOR.~IA 'IELEPHO~E COHPANY 

DIRECtoRY ADVERTl$U,O RATES . 
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