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49048 Decision No. _____ -

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
• "1, 

In ~he ~~tter of the Applica~ion of ) 
THE PACIFIC TELEPHONE AND TE~EGRAPH ) 
COMPANY, a corporation, for authority ) 
to increase certain intrastate rates ) Application No. 33935 
and charges applicable to·telephone ) 
service furnished within the State of ) 
California. ) . 

(A list of appearances is appended her~to.) 

INTERIM OPINION AND ORDER A.UTHORIZING 
-En~E·NI5ED--s~RVfcE m SAIN'fA (;ftUZ AREA-

At the public hearing on July 13, 1953 at Santa Cruz
1 

before Commissioner Peter E. Mitchell and Examiner M. W. Edwards, 

on the request of The Pacific Telephone and Telegraph Company for 
, .. 

an increase in telephone rates, the subject of extended service in 

the Santa Cruz area as proposed in the application was considered. 
:' .. '" ~:. ~. I'." " 

Applicant requested an interim order making the authorization so 
, .' oj" I 

tha~ the actual construction having to do· with this extended area 

service may proceed promp~ly. 

AEPlicantfs Propose.l 

Applicant proposes an extended area composed of the 

Boulder Creek, Ben Lomond, Felton, Santa Cruz and Aptos exchanges •. 

Extended service is now available to the San Lorenzo Valley 

exchanges, namely, Boulder Creek,· Ben Lomond and Felton. A witness 

for the applicant testified that this new and expanded extended 

service could be madeeffectivG in the latter part of 1954. . 

By Exhibit No. 47 applicant ~~ticipates that extended 

service will require an ac.di1~ional expenditure of $58.,600 for plant 

on whieh the annual charges are estimated at $11,500. However, it 
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expec-es "eo realize savings' ·in commercial, accounting and traffic 

expense in the total amount of $27,500 annually; a net saving of 

$l6,000. Because of -ehe elimination of' toll charges between adja­

cent exchanges in the proposed extended area, the applicant, antici­

pates that toll revenues would be reduced by $;8,400 annually. The 

difference between savings and reduced toll revenues would result 

in an over-all reduction of $22,400 in n~t revenue before income 

taxes. Applicant expects revenue increases to recover this antici­

pated reduction but did not seek speci·f'ic extended. service rates at 
. 

this time. It suggested that the rates for the new service be 

established and related to the conditions that would obtain at the 

time exte~ded service could be introduced • 
• " I ., 

'. 
In order to avoid the use of capital in an improvident 

man."ler, applicant seeks authorization to proceed with the introduc-

t,ion, of, extended service before any money is actually eXpended upon 
.~ ,. . . . ,~ .', . ,'. 

suCh facility. Furthermore, authorization is sought promptly, prior 
• 1-" 
, . 

to conclusion o£ the main rate case, to save making additional 
... ' 

'., financial expenditures in 'building a larger switchboard to accomplish 

. "';"':service on a toll basis which would not be necessary a.£ter conversion 

.: to extended service. 

: ('; ... Need for Extended Service 

Testimony was received from several subscribers and 

~.,xepresentatives of organizations in general favoring the institution 

of' extended service in the area proposed. Most subscribers and 

'representatiyes were from outlying al"eas where sizable reductions in 

'toll bills might result ~ however two witnesses, the City 1fJ3llager of 

Santa Cruz" and a CounCilman, appeared to augment a resolution 
I . 

. , , ~ ... 

unanimously ,adopted by the City Council of' Santa Cruz favoring the 
." ~,' '..... .' 

Il"f , 
I. j •• ~ f 

apPtoval Ol the extended service arrangement suggested in tbe app11-

cat'ion ... " Some. ,concern wag., expressed 'by a witness from the Aptos area 
'.... • 'I' . 

-2-



A-33935 NB 

~ .... . . . ". ~ 

that the extended service arrangement would not apply to calls to 

the WatsonVille exehange. 
", :. I 

In order that the need for the service might be evaluated 
, l' 

th~ staff requested community of interest ractors.~ Community of 

· · · · · · 

•• , t 

interest factors from Santa Cruz to Aptos, Ben Lomond, Bounder Creek 

and Felton are 0.253, 0.095, 0.13$ and 0.265 respectively. Similar 
. , .. 

factors from these exchanges int.o Santa. Cruz are 6.541, 4.477, 

3.817 and 7.$18 res~ctiveiy. The a~ove figures ar'e "bas~e~ on't'oll 
• • 't 

calls for the first half of 1952. 
• :,! '.. '. I 4 

Compared with the factor.of 
, " j'" ': ;., " 

6.54.1 between Aptos and Santa crUz a factor of 2.94 between Aptos 
.' ..... • ~" I 

and Watsonville was shown. 

Test Rates 

Counsel for the Commission stafr took the position that 

the dollars and cents effect upon the ratepayer should be known . 
before authorizing extended service. The applicant seeks authoriza-

,'. 

tion for extended service without definitive rates being set at this 

time but did show some test rates. In general the present Santa 

Cruz rate levels were used as the test rates. A comparison of the 

present and test rates for representative classes, one-party business 

and four party residence, follows·: 

: No. or Stations : IIIustrative Test Kates . . 
:A"railable 6-30-52:1-Party Bus:Lness:4-Party Residence: 

Exch.ange :P~esent : ?roEosed: Pres.ent: ProEosed: Present :Pro]2osed: 

Aptos 731 14,$92 $6.50 $8 .. 25 $2.95·~' $2.95 
Ben Lomond 1,$38' 15,999 6 .. ,0 $.25 2.95 2.95 
Bould.erCreek 1,$38 15,999 6.50 $.25 2.95 2 ... 95 
Felton 1,S3$: 15,999 6 .. 50 $.25 2.95 2.95 
Santa Cruz 14,161 16,730 8 .. 25 8.25 2 .. 95 2.95 

17 The community of interest factor is the monthly toll messages . 
originating in one exchange and going to another exchange 
divided by the number or main telephones in the originating 
exchange. 
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In. 'the other types of bus;iness servi'ce :the two-party' test rate' is . ' 
$1.25 per month higher.· than present for the' ,four 'smaller exchanges, 

25 cents higher tor. suburban, service~and.";50"cents 'higher fo,r farmer 

line service. In the othel.: types·:of~ residence service the test rate 

.is 25 eents higher for one-party,service.'and'30'cents higher tor 

,farmer line service. Such test rates,'would add $9,100 in annual 

revenue. This" increase will"not completely offset I the- 'over-all '. ' 

reduction of $22,400 and indicates the test rates are low by about 
. i 

5. cents per month per station, based on the present level of net ' 
.' 

,rev:enues. , . . . . ' 

Present Rate AEElication ,,' 

,-, - At the present .. time, exclusive of extended service ;":the 

a?plican~.is proposing .basic rate increases.in Aptos, Ben Lomond., 
• 

Boulder Creek and Felton ~r 75 cents in bUSiness service and 20 to 

60 cents in reside,ntial service, and in Santa. Cruz of $1 to $1.50 

in business service and 35 to eo cents in reSidential service. ' 

Some o£ the witnesses offered objection to any increase prior to 

the introduction of dial service or extended service in the Santa 

Cruz area. Such oojection will be given conSideration in 'the main 

!"ate order when issued under this application but-need not preclude 

the issuance of this interim order as no rate increases are 

a.uthorized at this time. 

Conclusion 
. ,. 

kfter reviewing the evidence presented by the applicant 

and statements by the various witnesses a~ the July 1;, 1953 hear­

ing, and no objection to extended service having been express~d, 

it is concluded that an interim order should oe issued authorizing 

the introl:luction of the ~xtended service in the Santa Cruz area; in 

1954.. Based on the study of test rates, . it does not appear that\' 

'the increase in rates to the subscribers in the Santa Cruz exchange 
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will be burdensome when extended service is introduced and tor the 
, , 

: At ',:~. .: ~ I ",. ", ' '. 

outlying exchanges over-al~ savings may result. There does not 
. . .. .' . :.. , .. \.,' :" . ,;, . 

appear to be a sufficient community of interest to war.rant inclusion 
• "j \ '. t .' 1"-"."1', :' • I ,', 

of th~ Watsonville exchange in this extended area at this time. 

Hearings on'. o~he~' extended a;eas hav'e been held in 
, ,",J, '... " I I,. • , • 

Sacramento ane. San Bernardine>. However, pending completion of 
'. " " ... ., . , " 

studies to be, submitted at a later date, no conclusions hav~ been 
•• {r 

formulated on these areas. Public hearings on the main rate case 

will b~ resumed on"Septemb·er )1 1953 in Los Angeles at 10 a.m. in 
I " 

the Comcission Courtroom, Mirror Building, l45 South Spring Street 1 

for the purpose of considering the applicant's proposal to withdraw 

local service in the Los Ange~es extended area'. ' 

INTERIM ORDER 

The Pacific Telephone and Telegraph Company having 

requested of this 'Commission an interim order pend.ing completion or 
the entire proceeding authorizing it to proceed to introduce 

, " 

extended service, public hearing having been held and it appearing 

to the Commission that such authorization should be granted; 

IT IS HEREBY ORDERED that The Pacific Telephone and 

Telegraph Company is authorized to proceed to introduce extended 

service in the Santa Cruz ar~a, such extended area to be composed 

of 'the Aptos, Ben Lomond, Boulder Creek, Felton and Santa Cruz 

exehanges"said extended service to be effected at the approXimate 

time of conversion of the Santa Cruz exehange to dial service. 

IT IS FURTHER ORDERED that applic'ant shall submit quarterly 

reports to the CommiSSion on the progress of the conver~~ion of the 
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Santa Cruz exchange to dial service and the introduction of 

extended service in the area, the first. report being due in 

January 195.4 • 
. .. 
~e effective date of this order shall be twen~y days 

coiiiiCission~r5 . 
• 1 •• ','~.:" 

lluold "t'. B~ • 
CO:lm1s:J1on~r ..... __ • __ . .~ bo1~ 

nQe~~=a.rlly Q.b!'cnt. did'O.ot »:trt1c1}»to. 
1n tho c1i:;;po~.1 t10n 0' tll!.:s· ~roeoocL1llg. 

',"" .. 

-6-



",I' '. " .:," 

LIST, ,OF APPEARAN95S 
, ~; (I~ , ' ': .':" '. I ,'~ ,'~' ; , 

For Applicant: ~bury, Mtl.di3on & Sutro, by A. T. Georg" F. M, Marshrtl1 
s:o.d. J om M %11. 

.. , .: ",:"'~,!~'. ~.. ," '"J '.~ 

Prote~ta:o.t3: City ot San Leandro,""y mm;r:: M; 'c.%d!m; City or Oaklond, 'by 
John W Coll~,x: arid. &2:am Wi; Citiesot' ~;tockton, Citlztine, Holl1ster, Oakd.ole, ' 
Ce~, Modesto, Exeter, Roseville, Or4l:)ge Cove, J a.ekson, , Sum;,.yvale, too Bt.:lll«J, , .. 
Nei.:men, Woodland, Forturio., 'I'urlock e.nd. 'l'att and tile Counties of: S1~s., Nevada. e:c.d 
Yoereed, by Brue" MeKmeht;,:Sea Lorenzo Valley Chamber or Commerce, Bus1ne~s and. 
Prol'esc1onal Women, Mt. Hermon: ~3oc1ation a:acl'P:roperty Owners A:s"oe1s.tion, b:r 
Alie.at Egl WUdAtj C1tiesot Solecle.d :and, Gonzales, by Donald. H. Sm1-th; City or . 
Sellna, by M1J"i7 J, Mnrum and. $ .. E. fuw,ltiM ; City or Compton, by A. L~r.oy Ay1m't; 
Cslifonlie. ,Sta.te Hotel Azsoeiat1on, Ltd.. ,by Carll. Wheat lUld. Wjl11l11!\ Q. ROM'OSQn; 
Lineoln Heights Coord1rie.t11lg Council and'Cb.txreb(~s' arJ.d. Citizens".of., L1neoln He1ghts, 
'by' Wll1ifNP HOl\tm;"''B9lwrt J. OlilWm"i, Floyd c .. ~, C~Wsn G. C. vltUd1n, and 
J?im JO:Q&b in propria pe%"5one.e. 

. ~',' "-:, ,,.. . . ", 

Protestants :''and. Interestod. Parties: :-' City Ilnd County of, SlUl Frtmc1:Jeo, by 
pj,on R. Holm tuld P,ul L, Beck; Genersl Servic&sMnrXnistration, Un1tecl State::: of 
A:.o...""ies., by Maxwell H. Elliott aM .9.leren9' 'We H~. 

In~re:;ted' Parties: City or Los ~~~~:;; by'
7
Roe?r Arn,b.,t£it,T, M. Chm,b ' 

3lld ,AlM G. CwwU; Cal1toX'Die. Inc1ependent T6lephone A3soe1Il'cion, 'by F. v. Rh?d,s; 
Order or Repea.temen and. Toll Test'boordmen, by H .... R. W;;,r; City of .AJ.~, bY' 
Edwrd R. Plo1inet; Calil'ornia. Form Resoarch 'And Legislative Committee, 'by ~ . 
MeDon~; City or LoDg Beach, by rrl'tWY E. J'ordm; '~eation Workerz of .America. 
C.I.O., by E. J. Foll1Q, Jolm J. Crull, JO!l~Pb. M. "DefJ.%'dor£t, Lo7.Wl B. Knechtf' ,~6~,,~~: 
MurrtIY e.:o.d. Clarence M. Good; Cities of Pasadeno., Anaheim, Colton, Ellrfonte, j31,t:~:; , 
Cl:ral.e. Vista, Coronado, El Ca.jon, No.t10nsl City, El Segunclo, Monterey Park, So~~~, , 
Pasadena and County or Se.:c. Diego, by F;tMk L! K?:lt1an and Clwn,e, A, W1nde:i \~t(/:I C£~, 
But-'be:lk, 'by Archi' t, We,lt,ro; City or Colton, by Mgti71 C. CM.at:y;; Ca:l~rornia. Fum 
Bureau Federation, by J, J, DWr;!l, Eldon D;z~ and Edson AMJ,; City or Sacramento, 
by' EY":rntt Me G1,nn; County ot Sante. Cruz, by Cf B. fi&:to;,Ssnt4 CrtlZ Chamber or 

,Commerce, by Gordon M. Boyes; City ot Santa. Cruz, 'by R.: N,'K'l,in end. Cp,orm N.' 
-Penniman; Monterey Bay Water ComptmY' I'.JnCl Soquel Business 'Men f s AsSOCiation, by 
John C. Luthin, San Lorenzo Valley U'n1fied'School D1stnet, by' M,.Roltt; Soquel 
Cornmmtty Servi~ Club, 'by 11. Y. Stuo.rt; Aptos Terra.ce 'Improvement A,soc1at1on, L:e~7 
by Ernest B. Pric""; SeaeJ.i!'f Park, Inc.? by He E, S$ndo'l1tll; Tl:ornton Davio tor 
bimsel!. . 

"!" " •. ~ '\ .~ '''''',.'''' .... ,,'1. ~ .',(' .' " I ". '4. " , 

Comploi:cs:ot in Csse No. 5/.J. 7: Telephone Azlswer1Dg Services or Cel.itorn1a., by 
Lo.,., L'uri~h Ben L~yy end. Bugh Gordon. 

',", , • , f\.." 1'\ ' I .. i.' , ~ *" '. I 
• .../ " '. I, '. • ,," 

other Appearances: City ot Modesto,. 'by Cliff Amlan, AJ..amede.1County Bulld1ng 
anc. Construction Trades Council, 'by J. L, ChildoA'ji!, BQy-: Re.d1o, IneorporQ.~, by 
$ .. A. Cisler, City or San Diego, 'by J. F. 'DW>.aul .and c:tmne, A. W1nd~I:; City or 
Rive%'!lido, by Albert R. Ford. and Harry M.Dougherty; City ot Suisun and. County ot 
Sol&:c.o, 'by K, ! e Jon"""; Co'llD.ty or San Diego, by James Don Keller; City or P1edmont, 
by Mr. MacLeod tmd~. Hardin;City 01' Fortuns., by Collis P. Ma.ban;"p~ Telephone 
Service Comp.omy, by :8ur't# M. MeC'~:rmiek; , City,' ot 'Cilendsle , .. by Mr. Perld.na:1 Mr. Lauten 
~ Y.r. MeClernan; Rig.hllmd area. CbSmber o!'\Commerce, 'by Hro:xv D. Se~; Aptos 
Chamber of CorrCleree, Setlcl1fi' Pa.rk, lne¢~tea:; R1o;.Del, Mar: Improvement Asooc1a,­
t10n and Aptos l'erraee Improvement A3~ociat1on',' bY' ,:Al v1n ,w. Wendt; Na.vy Department, 
by Arthur E. LafffM,; City ot Alameda, b1',C&l' F;:o,rz: and J. P. Clark; City or 
BerkeleY', by Fr%\ C. HutchinsQ,n s:cd. Robert T";' And.,r59D; City,ot Stockton, 'by 
WU1;1,.." Bidd1~; City or Lod.1, by He Dr W,ll"'r; 'City otFro3nO~(by Mr. OZia.s; City 
or E;ichmond, by .john Ql'X!\I}.~}}.c.,; &ehe Canyon Improvement· As5OCiat1on, by &1r$Qb~l L. 
~Me:ltT; Woodlend Hills ChDln'ber or Commorce,. 'by 'W'1ll1tlm L. Carpenter. 

Appearances by and &3 Individuals: Mt§. EdW S. BulAn,. R1t:h4rd H. Nissen 
and XYrt1 e 'l'aylor. 

Observer: John B. MeCuJ~ue;h, or the Oregon Public Utility C~cion. 


