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Decision No. OGUT

—

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
] THE PACIFIC TELEPHONE AND TELEGRAPH
e COMPANY, a corporation, for author-
y o ity to establish rates for extended
. service in its Salinas and Caztro-
ville exchanges in lieu of present
I rates and to cancel and withdraw
Fo nessage toll telephone service rates
B now in effect between Salinas and
Castroville.

Application No. 37706
Amended

et M A N N N N e e

Appearances and list of witnesses are
set forth in Appendix B.

CPIKION

- oy e wes e

By the above-entitled application filed February 1, 1956,
The Pacific Telephone and Telegraph Company, applicant herein, pro-
poses extended service in the Salinas and Castroville cxchanges and
coincident therewith requests authority to:

L. File and make effective rates for extended serv-
ice as set forth in Exhibit £ attached to the
application.

2. Cancel and withdraw present rates for cxchange
service now in effect in the Salinas and Castro-
ville exchanges.

3. Expand thé local service area of the Salinas
exchange to include the Castroville exchange and
expand the local service area of the Castroville
exchange to include the Salinas exchange.

L. Cancel and withdraw foreign exchange service
tariffs applicable to Salinas service in Castro-
ville and modify the conditions of the farmer
line tariff to exclude the offering of foreign
exchange farmer line service bhetween these two
exchanges.

5. Cancel and withdraw message toll tclephone service
rates between Salinas and Castroville.
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Publie¢ Hearing

After due notice, a public¢ hearing was held upon this
application in Salinas before Examiner M. W. Edwards on September 19,°

1956, the matter being submitted for decision on that date after two

minor amendments regarding foreign exchange service. Applicant,

through three witnesses, presented five exhibits and testimony in
support of its application. The Commission staff, represented by a
senior utilities engineer, took an active part in the proceeding,
presented an exhidbit through one witness and sponsored an additional
exhibit prepared by one of applicant's witnesses relating to exchange
earnings. Testimony and statements generally favoring extended
service were presented by representatives of the Monterey County
Board of Supervisors, the Salinac Chamber of Commerce, the Monterey
County Industrial Development, Ine., the Castroville Produce Shippers,
the Castroville P.T.A., the Castroville Zastern Star #580, the Kaiser
Aluminun and Chemical Corporation and other representative subscribers
and residents of the area.

The California Farm Bureau Federation, through counsel and a L
renresentative, took an active part in the proceeding, cross-examined
witnesses and called a resident from Castroville who presented testi-
mony favoring extended service on her own behalf and a copy of a
petition sigred by some 335 subscribers. This petition requested
extended service at the rates in effect in the Salinas exchange.

This petition was signed in 1953 and while the proposals by the .~
applicant and the recommendations by the staff were for a higher
level of rates in the Salinas exchange than existed in 1953, this
witness expressed the opinion that the persons signing the petition
would not now be adverse to either the applicant's proposal or the

staff's recommendation.
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Service Development

The Castroville exchange was stérted in May 1888 and was
operated as a manual exchange until May 1936 when it was changed to
dial. In May 1936 it served 87 telephones. By August 1, 1956 the
exchange had grown to the point where 676 telephones were being
served.

The Salinas exchange was started in March 1891 with
14 telephones and was operated as a manual exchange until January
1939 when 5,029 stations were being served. In 1939 it was con-
verted to dial and growth has been so rapid since then that by July
1956 a second dial office was necessary and the total stations had
grown to 19,600. Salinas is the county seat of Monterey County and
is the industrial and trading center of Monterey County.

The Castrcville exchange occupied an ir;egular square=-
shaped area some five mlles wide and five miles long and is located
adjacent to the northwest portion of the Salinas exchange. The
Salinas exchange occupies an irregular shaped rectangular area
seme 10 miles wide and 22 miles long. The distance from the center
of the Salinas exchange to the northwest corner of the Castroville
exchange is little, if any, greater than the distances from this
center to the northeastern and southwestern corners of the Salinas
exchange.

Applicant represents that a definite community of interest
has developed between Salinas and Castroville and that since 19.8
desire has been expressed to it, by residents and civic groups in
Castroville, for extended service to Salinas. Applicant stated that
it undertook studies and determined that establishment of extended
service would be feasible after the introduction of seven digit
numbering planned for 1956 in both exchanges and the installation of
equipment necessary to implement the service, which could be

accomplished in 1957,

3=
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Exchange Rates, Present and Proposed

Under applicant's proposal present and future subscribers
in Castroville and Salinas would be provided with nonoptional
extended service at rates which would represent increases of from
5 to 50 cents per month for Salinas subscribers and from 5 cents
to $3.75 per month for Castroville subscriders. The staff studied
this matter and recommended that if the Commissioen finds the intro-
duction of extended service to be in the public interest, slightly
lesser increases be provided in Salinas and increases up to 75 cents
per month greater be provided for Castroville. An example of the
present, proposed and suggested rates for principal ¢lasses of

service follows:

: Salinas Exchanos H Cnn ~ B ) i
: Present :__Proposed Rate  : Present : _ Propasad Rata-

Clogaification : Rate :Applicant: Staff :  Rate

Reagsidence
l=Party $ 4.30 8 4.05 ® 455
2=Party 3.50 3450 3.65
4-Poxty 2.95 R.95 3.10
Suburban 3-4-5 3.45 3.55
Fm@r Line 1-25 0-85 1035

Businese
l-Party 8.75 9.00 6.50 9.50
2=-Party 6.75 6.85 5.25 725
Suburban 5e25 5.30 475 545
Farmoer Line 2.25 2.30 1.50 2.35

Applicant:  Staff

Applicant's basis for proposing the increased rates is that
they approximately offset the loss from elimination of the l5-cent
toll charge between Castroville and Salinas after allowing for the
increases in cost on added plant and the expense savings in each
exchange. The staff's basis for its suggestion primarily is to
restore the rate of return in both exchanges to a level equivalent
to that experienced for the two exchanges on a consolidated basis

prior to the loss of local toll revenue.
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Cost and Revenue Effects

Under either basis of rates for extended service the loss
in toll revenue is estimated at $19,200 per year. The applicant
estimated the additional capital cost on new plant, after allowing
for plant saved or released, at 35,800 per year and the staff esti-
mated it at $5,438. The saving in accounting, commercial and traffic
axpenses is estimated at $9,000 by the zpplicant and at 88,690 by the
staff. After allowing for changes in coin revenue and loss of
foreign exchange service revenue, an annual net differential revenue
reduction of 317,300 was estimated by the aspicart and of $17,5.8 oy the &S

The staff computed that applicant's proposed exchange
service rates would result in a revenue increase of $14,653 in the
Salinas exchange and $3,4L16 in the Castroville exchange. Its effect

would be to increase the rate of return on exchange plant investment

in the Salinas exchange from 4.22 to 4.2, per cent and because of the

relatively larger effect of toll revenue loss the rate of return in
the Castroville exchange would drop from 7.18 to 3.91 per cent. The
staff's suggested rates would increase revenues by $12,675 in the
Salinas exchange and by $4,475 in the Castroville exchange, and
would hold the Salinas exchange return to 4.22 per cent while bring-
ing the Castroville exchange return back up to 4.22 per cent.
Discussion

No opposition to the applicant's proposal for extended
service between Castroville and Salinas was expressed at the hearing.
Most of the witnesses did not object to the staff's suggested rates
as thelr toll saving would more than offset the higher Castroville
rates proposed by the staff. The majority °f,?b9 witnesses were
from Castroville and this is a matter of ¢oncern to the Commission.
The evidence indicates that approximately 90 per cent of the resi-

dential subscribers and 80 per cent of the business subscribers in

~5e-
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the Salinas exchange for the test month had no toll calls to Castro-
ville. Obviously, the Castroville subscribers would benefit most
from extended service as their station availability would increase
from 673 to 20,235 stations based on July 31, 1956 development,

whereas the Salinas station avallability would increase only from

19,562 to 20,235 stations. Under such a condition it would seem

prudent to hold the inc¢rease in the Salinas rates to the lowest
reasonable figure., On this basis it would appear more reasonable to
adopt the staff's suggested rates than the applicant's.

The applicant introduced rebuttal testimony favoring its
higher rate proposal for Salinas and describing the advantage of
having all subscribers in Salinas and Castroville exchanges pay the
samec rates. However, there are at present two rate levels for base
rate area service in the Salinas exchange. The higher rate
level applies in the Ambler Park Special Rate Area. This gives
consideration to the added costs of providing urban grades of
service at a considerable distance from the main base rate area
boundary. These added costs also are reflected in the mileage
charges applicable to urban grades of service at any point outside

base rate area or special rate area. It is apparent, then, that

subseribers in Salinas are not presently paying the same rate

the same grade of service, and the establishment of higher rates

Castroville more nearly will reflect the costs allocable teo
Castroville for providing extended service, and the toll savings to
Castroville subscribers.

Findings and Conclusions

The area is growing rapidly and the future need for
extended service has been shown. The Commission has carefully con-
sidered the testimony and staterents favoring the application as well

as the diverse position taken by the applicant and the staff with

b=
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regard to the level of the rates in the two exchanges. The advantages
of increased service incident to an extended local calling area, in
the Commission's opinion, outweigh the nominal increase to the
Salinas subseribers and the greator increase to the Castroville sub-
seribers suggested by the staff. | o

From the facts of record herein the Commission finds: that
the public interest requires the establishment of nonoptional
extended service in the Salinas and Castroville exchanges during the
year 1957; that the increases in rates and charges authorized herein
are justified; that present rates in so far as they differ from
those herein prescribed for the future are unjust and unreasonable
after extended service is availadle; and that an order should be
issued authorizing the introduction of extended service and revised

rates.

_-— e S e e

The above-entitled application having been filed, a public
hearing having been held, the matter having becn submitted and being
ready for decision; therefore,

IT IS ORDERED &s follows:

l. Applicant is authorized, on or before December 31, 1957,
to expand the local service area of the Salinas exchange to ineclude
the Castroville exchange and expand the local service area of the
Castroville exchange to include the Salinas c#chahgé.'

2. Applicant is authoriied to file in qﬁédrupiicate with this
Commission after the effective date of this order;‘in conformity with
the Commission's General Order No. 96, revised tariff schedules with
changes in rates, charges and conditions as set forth in Appendix A
herein, and, after not less than five days' notice to this Commission

and to the public to make said revised tariff schedules effective

-7=
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with the establishment of extended service as provided by Section 1
hereof.

3. At the time of making effective the rates authorized by
Section 2 hereof, applicant may cancel and withdraw present rates
for local, toll and foreign exchange service as contemplated in the
application as amended.

L. The authority herein granted will expire unless exercised
on.or before December 31, 1957.

The effective date of this order shall be twenty days after

the date hereof.

Dated at _‘_S_a_.g hntad

of Z%AZMZ{A , 1956

, California, thlo . day

res ent

oW,
—c,i‘/zim )

Commi ssioners

Commieste Rex Eardy . being

nocou:aril ab,ent. did not narticipato
ia the dicposition of this procoeding.
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The presently effectiiro ra.toa'?, charg

AFPENDIX A

Page 1 of 2

RATES

be changed to the level or in the manner as set forth in this appendix,

Scheduls No, 3T
L o A

Service is provided at extended service rates without additional charge as

follows:

From stations receiving service

Castroville

Salinas

Schednle NOy dime

To stations receiving service from
exchanges and from district areas
danlonated ae :

Exchapges 3 a8s

Castroville
Salinas

Castroville
Selinas

T
Individual and Party Line Servics, Nopthern Califorpis

. as

(LI VY

Each Primary Statien

Individual and Faxty Line Service . - -

Rate per Month

.. Rosidence

—Bdglness  __:
:lndividual: 2-Party :Individual: 2-Farty : L=Party
i Lige _: Time : ILipe : Lipe o Lipe

Castroville, Extended

Salines, Extended
Base Rate Area
Special Rate Area

$9.50 $7.25  B4.55 $3.65 . $3.10
8095 6‘85 ' , . 4035 . 3- 55 . 3-00
9.95 7.55 ' 5.35 4e25 .. 3,50

@3, and conditions are -authorized to

HEY )-\un;n

Suburban Service

Semipublic Service

: " Pate por Month i Individus) Lins
: : Business : Residence : Rate : Minimm
HH : 10-Party : 10-Party : per ¢ Charge per
: Each Primoxy Station i Line : Line s Month :  Day
Castroville, Extended 85.45 $3.55 $1.00 80.24
Salinas, Extended
Bose Rate Area - - 1.00 . 2
Spocial Rate Arca - - 2.00 . 24 .
Suburben Area 5.30 3.50 - - .

i
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APPENDIX 4
Page 2 of 2

Ivice

Conditions
Applicable
Each_Station : < : Group.

Cestroville, Extended B
Salinas, Extended ‘ A

Foreign exchange fexrmer line service is authorized to be canceled between
Salinas and Cestroville exchanges.

Schedule No, 11-T

Tealn

Add Castroville and Salinas exchanges to the list of exchanges shown under
Condition l.a.

S N T
E

Seheduls No, 13.T

Rates (1) (a)

Castroville, Extonded

Selinas, Extended
Base Rate Area
Special Rate Area

Schedule No, 20-T
Joint User Seryice, Northern Californis
Rate per Month

= J o Sa -
PEX or
Individual, Cord~-operated
Party or Semi~ Telephone
Answering Line public Answering
Service . Servige  __ Service
Castroville, Extended $2.00 81.50 $4..00
Salines, Extended 2.00 . 1.50 4.00

o N -
Se: a, Noprt C i

Rates for foreign exchange service. are autkorized to be canceled between the
Castroville and Salinas exchanges.

Primpry rates for other foreign -exchange sarvices are authorized to be

adjusted to the extent required by changes authorized in the basic individual lire,
party line, or PBX trunk rate..

A03_Sohedules Affeotod

Present rates and conditions.for loeal and toll service within and. between
Castroville and Salinas are authorized to be canceled.
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APPENDIX B

LIST CF APPEARANCES

For Applicant: Arthur T. George, Pillsbury, Madison & Sutro by
Dexter C. Tight.

Interested Parties: Eldon Dve and Jos Joynt, for California Farm
Sureaw Federation; Richard A. Johrson, for the president of the
Board of Dircctors of the Salinas Chamber of Commerce; Chester
Deaver, for the Monterey County Supervisors; D. M. Kerr, for
Kaiser Aluminum & Chemical Corporation; Jack 3ias, for Grower
Shipper Vegetable Association of Central California; Edw. J.
Brunnier, for Castroville Produce Shippers; Major General E. K.
Wright U. S. A. Retircd, for Monterey County lncustrial Develop-
mcnt,"fnc.; Mrs. William Robe, for Castroville Eastern Star #580;
Gussie Boggpiatto, foxr aousewives and formers with a Petition of
235 signatures; Evelyn Oksen, for residents of Del Monte Farms Road,
Archer Road and Castroville Boulevard; Mrs. Quinn Smith, for
Castroville P.T.A.; and Mrs. Ralph Markum in propria persona.

For the Commission staff: J. B. Balcomb.

LIST OF WITNESSES

Evidence was presented on behalf of the applicant by: Clifford F.
Goode, Willard C. Bruce and Robawrt M. Cunningham.

vidence was presented on behalf of the interested parties by:
Mrs. Gussie Boggiatto, Mrs. Quinn Smith, Mr. Chester Deaver and
Mr. Bert L. Talcott.

Evidence was presented on bechalf of the Commission staff by
Paul Popenoe, Jr.




