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Decision No. 85374 _ : - ST ‘\“. T
BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNiA

In the Matter of the Application

of WZSTERN CALIFORNIA TELEPEQONE o S :
COMPANY, & corporation, for suthority Application No. 55905
to increase certain rates applicable (FLled August 29, 1975)
To the sale of advertising in Iits ' : T
telephone classified directories..

QRINION

By application filed August 29, 1975, Western California
Telephone Compary (Western) seeks an order of this Commission‘authorlu
zing the Increased rates for classified telephone directory adverci-
sing service set forth In Exhidit C attached to the applicat .on.  For.
this proceeding Western is treated as was its affiliated company,‘ )
Gercrel Telephone Company of California (General);lin Generalfs last
major rate proceeding, Decision No. 83779 in Application No. 53935
decided November 26, 197& in which General was autoorized a rate of
return of 8.85% bascd on General's cost of debt, dedt *atio, and 2
return on comemon equity of 12.44%. This treatme“u‘i¢ now subject to
review with respeet to General's utilization of accele*ated tax
depreciation with normalization for rate-fixing purposes in accord-
ance with the California Supreme Court Decision. S.F. Nos. 2321:,
23277, 23257 issued December 12, 1975. Tnerefo*e, any‘*evenuea
collecued by western pursuant to tne order issued herein are to ve
S“bjecz to refund. ,

Western's last classified di*ectory'advertising rate
inerease, asuthorized by Decision Vo. 63208, became effective
February 18, 1962. Western alleges that the unit costs of p*epa*ing,
publishing, and issuing Westera's directories have increasedgas a
result of increased lador and material costs. Unlt printing cosis
alone have risen 34.5% since 1969. Western states that by’vir*ue
of the zubstantiel Increaze in the value of directory advertising
<O varisus advexticerc and the foregoing cost factors, Western 5
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di*ectory advertising rates, applicable to urc dir ectdry issves,
should be revised so as to yield increased adve*tisins reverues.,

we agree it is appropriate that the rates for di rectory advertising

which 1s an optional service provided by Western for its subscribers,
be set at a commerclal level to producc reasonadle amounts of reveaue
to help offset other costs of providing service. ”owcver, the level

to which Western’s directory advertising rates should o¢ incrcaqed )
z2erits review in relation to rates of similar companics.

Western estimates that the directory adve“tising rate’
increase proposed, when fully ef*ec*ive, uill *esult in a gross
revenue increase of $331, 000 annually after regrade and uncollectibles
and its estimated adjusted intrastate rate of return will have,bcen
inereased from 7.18% to 7.67%. The rates proposed by Western in
Exhibit C attached to the application represcat an average. monthly
biliing increase in directory advertising charges of 584 and an
aversge montaly increase in directory advertising revenues of 35%
after regradirg. Westeran's proposcd rates are the same rates |
proposed by General for directory advertising ia General's rate
increase Application No. 55383 pending vefore this Commission.

The Comrmissian staff has reviewed Western's applica ion
and has prepared a report regarding Western's operations. 5
report is recelived herein and desigrated Exhibdit No. 1. It shows
that by incorporating General's 8.85% rate of return as thgyaliow;
able return for the General Directory Company, an affiliate of
General and Western, the effect of the Iincrease in dix ectory adver-
tising rates as proposed by Western would Increase Westeru's adJu ted
Intrastate rate of return of 7.27%, as estimated dy the staf? at
present rates, to 7.76%, assuming the proposed rates to have been
fully in effect. Other rate-making adjustments shown by Weotcrml“
in Zxhivit 3 attached to the application are based on. adauotmentg,
except for wage annualization, adopted by this COmmissio;‘foruGe“eral_
In its most recent rate order (D-83?79, A-53935fdecided“Nbvembér*26, :
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On December 30, 1675, this Comnission issued Decision
No. 85287 in The Pacific Telephone and Telegraph COmpany Application |
No. 55214 ad usting Pacific’'s rates. This increase in Pacific's rateS"
ras resulted in an increase in settlement revenue to independent 
telephone companies within California. The Coumission stalf has
reviewed the settlement effcets on Western, a revort on which is -
received herein as Exhibit No. 2. The additional annual revenues
to Western due to settlements based on test year 1975 operations

£ Western is estimated to de $64,000 in exchange seutlemcnts and
$27L 000 in toll settlements. This additional revenue would incresse
staff's estimate of Western's present adjusted intrastate rate of
return to T7.77%. Therefore, staff's estimate'of Western's‘adjusted
intrastate rate of return, including the proposed di*ectoxy adver-
tising rave increase and settlements, is 8.27%.

Exhibit 2 also shows the rate of *eturn effect of increas-
ing Western's directory adve*tising rates to Gencral's presenxly
authorized rates. The staff estimates that General's present rates,
chown herein in Appendix A, whea fully in effect would result in a
gross revenuve ipcrease to Western of $1198,000 annually-after'regrade
anc uncollectibles. The staff estimates the effect of these rates,
ir addition to the settlement effect previously discussed, ‘would

inerease Western's adjusted intrastate rate of return to 7. .95%.
These rates would represent a 21% monthly billing increaue to
Western's directory advertising subscriders and a 13% increase in
Western's nonthly directory advertiging revenues after regrade.

General's present directory advertising rates (authorized '
by Decisfon No. 75873 in Application No. 49835 decilded July 1, 1969)
which have also been authorized for many of irdependent telephone.
¢ompanies in California have become somewhat of a st tandard for _ |
directory advertising rates for independent telephone companies.‘

% 1s appropriate that Western be authorized to roise its chargee
for directory advertising to those levels presently autnorized for
Genﬂral. : : ‘ ' ' ‘
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Proper notice of the filing of this application has been
given, and no protest pursuant to this application bas been received
by this Commission. ‘ ‘ -
Fin dings ‘

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

2. The rates and charges authorized herein are just and
‘reasonable and the present rztes, insofar as they differ from
those rates herein prescribed are unjust and unreasonable.

3. A public hearing is mot necessary.

IT IS ORDERED that: . —

1. Western is authorized to file with this Commission, on or
after the effective date of this order and in conformity with the
provisions of Genmeral Order No.. 96-A, revised tariff schedules for
classified directory a.dvertis:‘.ng as set forth in Appendix A and upon
not less than five days' notice to the Commission and to the publ:x.c
to make said revised tariffs effective coincident with the issuance
of its telephone directories published subsequent to said notice.

2. Western is authorized to file with this Commission from
time to tixe in conformity with the provisions of Gemeral Order
No. 96-A, revisions to the tariff schedules filed pursuan‘t to
paragraph 1 of this order to reflect changes in the rate group classi-
fication for amy of its directories caused by changes in the mber of
stations In the exchanges included in such directories and upon not ..e.ss '
than five days' not:.ce to the Commission and to the publ:.c to make any |
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such revision effective coincident with the :!.ssua.nce of tne directory
or directories involved subsequent to sald notice. ,

3. The rates estavlished by this order shall bde subjéct to
refund.

The ef*‘ective date of tkis order shall be twenty . days
after the date hereof. :

Dated at San Francisco , California, this = 2 7 |
day of JANUARY . , 1976. - \

Commissionez“_\
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