
Decision l{o. 

EE?ORE THE RAILROAD CO~.:X!SSIC:i.~ OP ':'fill SUTE OP CAJ~!POR::'~IA 

THE CITY OF LOS ANGE~8S, a 
municipal corpor:l ti~ln, 

-000-

Complainant, 

.. . 

) 

vs. ) Case :Ko. Z)4~5 

SOU1".EG::'~; CA!.IFOR1GA TELEP5.0)ill 
C01=e.~..}iY, 0. corpo::-ation, 

D~:t'end.a.nt. 
) 

) 

Ra.y I.. Chesebro, C1 ty Attorney, an c.. 
PJ:'ederick von Schra.der, A~3istant 
City Attorney, a~d Fred F. Ball, for 

the Complainar.t. 

C. z. Fle~ger ~nd Oscar Lawler, ~or~c 
Defendant. 

EY THE CO!.fIIISS!O}T: 

OP!:.f!O}T 

In this complaint the City of Lo~ Angeles alleges 

that ae a subocr!ber fo::- telephone service from the defendant 

South~rn California. Telephone Compa~y, its vario~3 departments 

of city go'V'ernIllerlt a.re :provic.ed~th 2877 telephone instruments, 

24 private branch exchanee oWitchbocrds, :lnd 316 trunk lines, 

and t~t it pays to the defe:c.da:-rt ~ total averag,e monthly 

charee of $17,402 for telephone service received. !t iz a1-

leged that the City contemplates ins~lline ane operating its 

own inter-co=municatine telephone fscilitiec. Therefore, 

. ~. 

'" ~" 

it prays as fellows: lI'Thzl,t if and. when The Ci toy of Lo::: Angelec 
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(and its departments) installs, constructs, owns and opera.tes 

its own lntercommun1catine; telephone :::yotem, equ1J~6ent and :::er. 

vice, it de::ires and :-cquestz physical connection:~ between the 

facili ties of i t3 :;::Y5te!1l and those of the system I~wned and. 

operated by the Southern California Telephone Co~pany which 

will provide for and allow said. city and its departments un-

li~ted and u~estricted exchange, message and toll telephone 

services through and oyer the fa.~ilitiez cf the system opera.ted 

1y said co~pany, at fair and reasonable rates to be established 

and. ordered by, a.nd placed on file 'Vlith, this Con:mission." 

Before appro~chine the questions here presented, 

it ~y first be observed that the motive which seemingly 

actuates the City in its plan to acquire and maintain its own 

telephone facilities ~z to obtain a reduction in the C03t of 

its telephone service.. :~o cri ticisrr. 1s ms.d.e in respect to 

the o.d.equacy or quality of the service being rendered by the 

defenda~t compa~y. Nor 1e any question presented in thiz 

proceedin.g a.e to the reasonableness of the ra.tes being charged. 

The pl~n precented to the City by its engineers 

contemplates apparently 0. new i~stallatior. of pra.ctically the 

same telephor.e Co..llip:nent. as that now beine; suppli.ed. by the 

co~pany, it being assumed. that since the co~pany would. then 

furnish only a. trunk line service connecting with the pri-

7ately owned ~nd managed facilities of the City, the charges 

now exacted by the cOl:lpany under its reZ'Ula.rly p\:lblished ra teo 

will auto~tically be reduced to the extent that those charges 

are based upon the use of e~uipment supplied. Thus, of the 

alleged. average tlonthly cha!'ge of $17,402 =u::.de by the company 

for service rendered, the City considers only $6~682 to be 
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aSSigned to local and long distance message charges and central 

trunk line service. The balance is taken to be a. ~'rental" 

for the private exchange sWitchboa.rds, telephone iml1trument9, 

wires, cables, and other miscellaneous appliances installed 

and mai~tained by the company_ It is assumed, therefore, that 

ai"ter the a.cquisition by the City of its own interco.am:n.m1cating 

system, a monthly saving of the difference between $17,402 

and $6,682, less the cost of maintenance end carrying charges 

o~ the new City owned equipment, may be effected. 

The reoo~d herein contains considerable testimony 

of a conflicting nature on the cost to the City of installing 

and operating the proposed facilities. Eut such evidence is 
immaterial to the rea.l ~uestion presented for our oonsideration. 

If the City is entitled to the limited telephone service de. 

!!landed. of the defenca.nt, the Co::m::U.zsion' s t'unct10n in this ca.se 

is merely to fix a reasonable ra.te for that type of service. 

we need not oonsider th<e exped.iency of the City's pla.n nor the 

extent to which it may effect a reduction in its telephone ex. 
penoe should the plan be consummated. 

The objections presented by the company a.r~~ both 

legal a.nd pra.ctical. It cla.ims tha.t the CO:mnioaion i21 without 

s.uthori ty to require the relldi t1 on of such a telephone' s~rvice 

so materially different fro~ that which it has offered to 
render. It claims also that a eO:r.::lplia.nee with the City's 

demand would be destructive of efficient telephone 3erviee to 
its patrons at large. 

In their respective briefs the parties refer to 

a number of court decisions both affirming and denying the 

a.uthority of a state regulatory body t~ order a telephc)ne 

utility to make a physical connection with the facilities ot 



o.nother. Y!c are uno.1:1e to :;see the applicability of such deciz10ns 
to the c~oc ~t h~nd. Here the ~ue$t1on, 0.3 we ~ee it, is uercly 

whether the co=pany ::hould be re~uire~ to af~ord telephone ser-

vice to a cubscri bel' whi cb. ir.siz ts ulJon owning and ma.inta.ining 

the instruments and other i'::t.cilitiec located on its :premises. 

Al though the Ci ty l?ropo3c~ to operate an exten~i ve i:nter-co:rt:::llunico._ 

ting telephone service tor the convenience of its numerous de-

part:nental er1ployee~, the users of tr .. ose st~tions will reI::3.in eo1-

lecti ve1y the patrons of the company. The Ci ty doc!;: not pro-

P03C to render an excr..anee se::-vice permittine of a t(~lephone con-

nection ....,i th any outside station exccpt through the (~entral ex-

change of the defenda.nt compa:lY. Hence no ~uestion ::~s to the 

duty of a telephone utili ty to physically connect i t:;1 faei11 ties 

\'7i th those of another utili ty i,3 involved. 

The City grounds its co~p1aint upon the theory that 

the defendant is noW' regularly offeri!:e full, telephor.~e exchz.nge 

zervice to various private concerns, an~ to one depa=tment of 

the City itself, without insisting upon company ownership an~ 

IlJ.'linterO::l.nce of station facilities. !t is argued, therefore, 

that there has been a holdine out to rende~ such a service to 

all, and that the co~pany'c refusal to afford 3imil~r exc~nge 

ser'Vice ~o the City upon its acquisition of suitable stati'on 

instruments and equipment con~ti tut t:J3 unla'Nful discrimina.tion. 

\Ie are asked by the City to find tb.at the defc::dant htl.s d.e-

dicated its central office pl=.nt and trunk line fo.cil:l tiec to 

the uee of a.ll telephcne subscribers, wh.ether or not the sub-

s cri berMs equipped himself with. and elects to maintsdr. his 

o~m ctation eo.uipcent. 

','Ie o.re firruy of the opinion that such a r(:troere5~i'Vc 
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~ tel' in teleph.one utility =egulo. tion =:hould not be taken. T:."l.C 

Commiszion has freq,uently expreszed tJ::e opir.ion that; a. divided 

ownership of te2epnone cQ.u:p~ent ~nd rezponsibility for its 

maintenance is not compa.tible with efficient telephc,ne service. 

It has freq,uently oecn decl~red that 0. telephone utility must 

own and ~ainto.in all facilities re~uired for the transmission 

of messages from one 3ubscri (,e:r to :lnother. Almost without 

exception a similar 'View r..a.s heen e:x:p:-eseed by the regulatory 
( 1) 

cor~lliszions of other 

A detailed statement of the evidence upon 'which the 

City bases its claim of discrirnination need not be ~ade. It is 

c.lleeed th::.t the company occas.:i,o.ns.lly connects its t:l:'unk lines 

to the 1'::-i vs:te fa.eili tiec of steo.rtlships upon their 3o::ri val ir. 

:t:ort. Such a te~lporary yet poesi b::'y essential telephone ser-

vice obviously does not permit of the CO!!lp::l.r.y'c instU.llation 

:lnd control of the instru.I!'lents and. other teleph.one eCiuipm.ent on 

bo~rd the vessel. Such an occ::l.sional service rendered under 

:::pecicl contr~ct in each ir.3~~ance does not ir..c.i ca te ~m ir.-

t.entio!'l on the part of the eO!:l~ny to relinquish ownE~rshi:p and. 

control of subscribe::-::::' equipment tr...roughout its cer'V'ice a!"e3.. 

(1) Rc Robert L. Swanoor: (Cal .. ) 19 C.R.C. 672, P. U. R. 1920E, 
633; re Tognini, etc. Tel. Co. (Cal. 19 C.R.C. 30~, P. U. R. 
1921C, '7G; re Gu,o;liemet.ti Tel. Co. (C~l.) 28 C.::\.C !:,23; re 31U:fs 
"~'r' • ... ...... '~1 1 ,., (~ll \ ~ .. R 19' 5A t'l20 ,..·.-.1 'I' 1 c,.; IVlncne .... I.e... ... e_. ",0. J. • i ,1;. I.'. • .J. t" v; re .:>OC1... .I.e. 
r' (.,:o 1)" \ "U T: .... "9Jr:;,.. 10~· T ....... 1 ""'h - "h' '1'1 C ",0. ,0.1 __ , ... v ........ ,;,.I"" Cl, uo .. e .:> e_.man v. "'~ lC.:leO e. o. 
TIll.) P. U. R. 1915P, 776; Quick Action Agenc:l v. l'.Jew York Tel. 
f'O (1~ J) '0 U '::l 1920n " 3"'· ... 'Pe ' e"" '1\ 1'" (,."~ '"' ) oJ. .\ • • ~. • ~. _ , J.. I, ... e .... 0"0.. ~ ..l e • ",,0. IJfI ... .;, • 

P:' U. R. 1923C, 374; 43 Puloski .:.:erchants '':''el. Co. (Wis.; P.U.R. 
1925::::,674; ne"'Ot. P1;.b. \'/or::C:c v. :':onteza~o Tel. Co. (Wash.) 
P. U. :~. 1925A, 0"/0; Gelso.z::-Co. v. 1.\. Y. 'i.'el. Co. (:~. Y.) ?D'.R. 
1929A, 221.; Xev: Ens:±a~~c. 'fer. Co. v. ~. (1.aSO. Sup. Ct. ) 159 
I'F. 3. 743, P. U. f:. 1~28E, 396. 
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It is next alleged that the cocpany renders telephone 

service to the United States Government at cer~~in :m1litary re-

servations where all facilities and equi~ment are privately owned. 

Notice may be taken of the fact that for purposes deemed essential 

to the national defense the government has always insisted upon 

its ownerShip and control of all public utility services. Whether 

or not telephone utilities may refuse to accord ~t privilege 

without violating certain conditions prescribed in their national 

grant for the use of post roads, their custom in this respect can-

not seriously be questioned as long as the government deems ita 

ownership of telephone equipment to be a military necessity. 

Evidence of dedication to render a telephone exchange 

service in connection with privately owned intercommunicating 

facilities is claimed to be found also in the company's own publish-

ed rate gchedules. It is true that when 1n June 1930 the defendant 

acquired the s~ll utility system serving the communities of 

Compton, Gardena and Hynes, it did not seek to obtain a rev1sion 

of the existing ra.te schedules which permitted private branch ex-

change service at special rates to patrons owning the1r own equip-

:lent.. This situat10n j.s one which should be corrected as soon 

a.s :poss~ble. But we cannot hold that the failure of the defendant 

to seek a. revision of such rate schedule since succeeding to the 

obligations of its predecessor may be taken as an offer of a cor-

responding ~r1vilege to all subscribers with1~ its service area. 

The o~ly other instance of claimed discrimination 

which need be mentioned is that found in certain telephone ser-

vice agreement2: made by the compa.IlY with. the City'S o,wn depart-

ment of water and Power. This department maintains extensive 

telepaona communication facilities connecting its general offices 

in Los Angeles with various points on the line of the Owens Valley 

aqueduct. Such facilities are for the use of the department's 

employees. At the urgent request of the department and upon 
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the plco. that the public safet~· '!"cq,ui'!"ed, the defe:c.d.ant co:npany 

i~ 1914 E!;.te::."ed il'lto a pr:i.'vate leased ";lire agre(!m.cnt ~"'ith 

the ;)cpz.rt;li.ent of ·.~'o.tc!" a!1d Power wt:iCl:. pe:':1ittcd the co:mcction 

of tho.t pri va te telcphon.~ line "to the co~po.!1Y' 3 prj.v:l:te bro.nch 

cxctJ.anse bo&rd located in the d.epartment' s Los Ansc~lez o:'fi~ee. 

:..:rowevc:::-, telephone 

connection should be cond:tion~d upon its use solely for t1:.e 

tro.ns~d3sion of !!lE:szages oetween cr..:ployecz wi thin that branch 

of t!le Ci ty gove:::-nJuen"t and. not :!."o:::- calls tbro'J.Sh t;~e com:par.~·' 3 

central excMl1Se to or :'::."o:t. its sene::."o.: telepho:-.. e su"bscri bers. 

?h:i.s CJr.t:oact re~~ns in :::'o:oce to t!1.e preser.t day. 

The defenda.nt cor.:par.y .'":.!is.."'1t p:ooperly as::n~ .. '!le that this exprcoo 

co~enant in the contract would be :::-espected. The contra.ct 

was not unlike t!lOZC fre~uer. ~l:r ~::ad.e "by telcpho!'lc utili ticc 

"':':~e:::-. :i. t is !'lcceccary to guard. o.ss.ins"t. t~e use of ~;hc utility 

... "",. ' ... " J:'o'" -e""c-'"" exc"'"'nroe ,..·".,.v': ce .I." ."'J. co .... n-=-ct~on •• ", ... ~ t"!- ·:·e .. J.c"'"I ...... o.'''.c ';',;';" "I:::, .• ,i., ... ;;;; ............. ... ....... ;::, .;.,;.- ... ......... ....... J;'w, 

fo.cili tie: privately owned. If the cont:::3.ctin,s l'::~rt~r d.oee not 

itl.~ on i ts privo.t~ facilttie:~ to be connected throu;:;h tlle 

utili ty'::: exc:!:lar'.se, the u-::.ili ty haG :1.0 !::leano of o.:;:ce:::taining 

the 30urce of the call ex.cept by unusual ,I)olicing ::nethoc.s. 

~hc city now conte!'ldz t:,.:l, t the defendant company ::10.::: for t~e 

:?ow'cr hao :t..;'\dc numerous telephone calls tnroueh such joint 

:fo.cilities. ~~c record ind.~c~tes to us some doubt as to 

~hethe~ the dep~r~ent h~: :oealizcd t~at :;uch telephone CO~Jnunica-

tio:'lS ho.vc beer: l:o.d.C in violo.tior. of t~c cont:::-n.ct which it 

ex-ccuted. Ylho.tevc:::- t~e ~!:l.C~~3 Jt',z,y be, they may !'le,t equitably 

be urged by the City in cuppo~t of its claim of dizcrimino.tion. 

~f ar.y d~zc:::-il:lir..2.tior. exists, it iz i:l favor of the City, not 
.... 1 .... 
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Other alleged instances o~ telephone exc~~nge service 

rendered by defendant to subscribers owning their own equi:p-

:lent a.re likeWise based e1 tl::l.er UpO:l a :l1sconceptioll I::>:f the fa.cts 

or have been occasioned by the misuse of a privilege accorded 

a regular subscriber. From such evidence tne conclu3ion may 
'. 

not be drawn th.a.t the company has offered full telepb.one ex-

change oervice to subscribers proposing to ut1lize ~~eir private 

racili ties in connection with the public facilities ,of the com-

Nor may the conclueion be rea.ched that the proposed 

jOint use of the private facilities of the City and thoee of' 

the utility will not result eventually in less efficient ser-

vice rendered to defendant's patrons genera.lly. No :ma.tter 

how efficient the plant first installed by the City, the re-

sponsibility :for adequate exChange service to and from other 

subscribers' stations throughout the company's service area. 

would t~en be a divided responsibility such as the Commission 

has frequently comdemned. The responsibi11ty would be divided 

1~ respect to the des1gn, installation, maintenance and repair 

of the instrumenta11ties required for telephone cocmunication. 

The adequacy of' telephone service rendered to one subscriber 

depends of necessity upon adequate service to all. If the 

responsibility now imposed upon the utility in respect to these 

essentials of adequate telephone communication were eli~nated 

as to one subscriber, obviou31y it could be enforced as to 

none. were the utility'S duty limited only to tne furnishing of 

adequate central offioe equipment and trunk line wires lead-

ing to private installations not ot its seleotion or under 

its control, a deteriorated telephone service to all subscribers 

would inevitably result. 
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',~'e are of the opinion, therefore, that no order 3hould 

be issued directing the defendant to continue the rendition 

of telephone exchange service to the City when no longer permit-

ted the o\7nership and control of ~ll facilities essential for 

complete telephonic communica.tion from one in:atrumemt to a.nother. 

It is unnecessary, then, to pre3cl'ibe a future schedule of rates 

for such a oervice. It may be observed merely that should we 

have arrived at So contrary conclusion on the principal question 

presented, the rates then to be fixed would be ba.sed upon the 

cost a.nd value of the service rendered by the defendant utility, 

not upon a "rental/l of equip:t.ent used in the rendi'cion of that 

service. Its existing rate schedules are not so designed as 

to permit one part of a subscriber's charge to be termed a Mre~tal" 

for fa.cilities supplied, a.nd the other pa.rt assign·ed as the 

cost of telephone exchange service •. 

We a.re of the cpinion that the order desired by the 

City of Los Angeles should not be issued. 

o R D E R 

A hea.ring having been held in the above entitled 

matter before Examiner Rowell and the matter submitted on briefs 

filed, and the Co~ission having carefully considered the 

evidence presented, and concluding that the relief sought by 

complainant should not be granted, therefore, 

:T IS ORDZRED that the complaint herein of the 

City of Los Angeles againzt the Southern California. Telephone 

Company be a.nd the same i3 hereby dismissed. 

Dated at San FranciSCO, California, this 

of December 1933. 

lilY day 


