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D . i N - "'I .. ',c~ ecJ.s on o. ~.'"I\".:..,.. " .... 

BEFORE THE PUBLIC UTILITIES CO~~SSION OF THE STATE OF CALIFO~~A 

Investigation end suspension on ) 
the Com.:l.ssionf s own motion of ) 
Schedule No. 108-T of The P~cific ) 
Telephone and Telegraph Company ) 
filed by Advice Letter No. 6371. ) 

Case No. 5754 

Appearcnces end List of Witnesses 
are set forth in Appendix A. 

INTERn-1 OPINION 

Nature or Proceeding 

This is an investig~tion in2ugurated April 24, 1956, o~ 

the Commission's ~~ motion, into the proposed rates and conditions 

applicable to private mobile comcunic~tion systens furr~shed on 

a lec.se and IlUlinten~."ce basis by '!he Pacific Telephone a:ld Telegraph 

Company, hereinofter refe~ed to cs P~cific. 

Heretofore, Pacific has mcde a tariff offering of public 

cobile radio telephone service whereby a subscr~ber could plac~ 

c telephone call through ~ control office to c. person in a motor 

vehicle, and vice versa. It represents that it is a popular and 

useful service. Thereafter, Pacific had in~uiries about the 

possibility of providing such .facilities on c. private basiS, t~t. 

is, where subscribers would not hc.ve to call through a centr~ 

office or wait for other cells; but could keep in touch with motor 

vehicles ~t ar~y time. 

In response to these i:lquiries, beginni:::g in 191.,$, 

P~ci!ic started on an experimental basis to enter into contracts 

under which it would fu...""l1ish and ~intain ell of the equip!:lent 

and f~cilities for the subscriberf S ".lSe ~::ld operation under license 
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from the Feder~ Communications Commission, herei~tter referred 

to t.s F.C.C. Pacific' represents ~M.t the trials were successful 

~nd t~t the number of contracts grew. Copies of these C'ontr~cts 

are filed with the Commission pursucnt to Decision No. 50$37 under 

Applic~tion No. 33935) C~se No. 5570) ~ted Dece~ber 7, 1954. 

Pccific now considers thct it h~s sufficient experience cs to the 

equip.ment, costs of instill~tion end mc.intenance to wo.rr~t the 

fi1in,g of tariffs contcining a definitive statement of the terms, 

conditions ~nci Ch~ges upon which the s~rvice would be ~~i1~ble 

gener~lly. It contends thc.t, with the numbe:- of inqUiries nO'1f bcir.g 

received from the public, such ~ tcri££ is necessar,y and ~pprop:-ic.te 

in the interests of speedy ~d efficient service. 

Accordingly, on l·uch :;0, 1956, Pacific filed the tcri.ff 

involved he:-e, Schedule No. lOS-T, to beco~e effective on April 30, 

1956. On April 10, 1956, the Commission by Resolution No. T-3270 

gr~ted c.uthority to ~c sc.id tc.rii'f schedule effective on 

April 30, 1956. 

Before the t~i££ becc.me efi'ective, the City of Los 

Angeles c.nd c. group of concerns o.."'ld persons engc.geo. in the 

instcl~tion end mcL~ten~ce of privctc mobile r~dio systeos filed 

petitions for rehe~ing, contending ~~ong other things, t~t tbe 

services proposed to be rendered under the tc.ri£':f's .:lre not public 

utility in chcr~cter end thct the filing is ~n ~tte~pt to 
~ . . 

circuovent the Consent Decree u."'lder whicb Picific, ~s ~ subs1di~ 

of American Telephone ~d Telegr~ph Company, w~s enjoined from 

e:1gC'.gi.'"lg in c.ny busine ss other then the fu.-nishing of common 

V United 3t:"'.t~s of Americ:! vs. Western !:';lectric COnl'Oany, 
Americ.'!n Tele hone Cond Te:'e rCo'Oh Co., Civi..lo Action No •• 7-4-
lon the Uru..ted t~tes District Court for the District of New 
Jersey, Jcnuo.ry 24, 1956. 
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ccrrier communication service. These petitions indicated the need 

for investig~tion by the Comcission ~nd, accordingly, the operction 

of Schedule No. lO$-T w~s sus,ended and public hecring w~s scheduled. 

Public Hec.ring, 

Ai"t.er due notice, a public he~i!lg w~s held 'before 

Commissioner Roy E. Untereiner and ~iners Wilson E. Cline ~nd 

Hanley Ttl. Edwards on the i'ollo .... 'ing eays and et the :'ollowing 

places: July 30, October 17, lS, 19, and 3l, ~d November 1 ~d 2, 

1956) in S~ Fr~ncisco, end October 24 ~nd 25, 1956, in Los Ang~les. 

The testimony was concluded on November 2, 1956, ~nd the parties 

were grented percission to file concurrent criefs not 13ter thzn 

December 21, 1956. Briefs hc.ve bee.."'l. :riled. end the :nc.tter is reedy 

for decision. During the course of he~ing requests ,,"~ere made 

for c proposed report by the presidi~g officers end objection 

thereto was :riled by P".cific. In ou: opinion, ill p"rties neve 

statec. i:l. their brief's subst.:.ntic.lly eve!'?thing tmt they would 

raise in the ~ of exceptions to the proposed report. Such re~uests 

ere hereby denied. 

On Jan~r,y 16, 1957, counsel fcr Pacific ~i:ed ~ motion 

to strike the p~rts of the brief f'iled by Joseph E. K~ller on 

beh~lf of hiQself end the Petrole~ L~dustry Electrical Associ~tion 

beginIling , .. d.th the ~st p~rc..gr~ph on pego 2, to end including p~ge ~ 

line 1. ~id motion is he:::-eby granted, on the grounds tln t these 

portions of the brief' pertt\in to nmtters l',hieh :.re not of record 

end which are irrelevant and ~terial to zny issue in the 

proce~ding. 

rr~ture of' Testimony 

At the outset of the hec..:::oing P~ci!ic listed the issues 

c..s: (1) Is c.. tariff filing approp:::-iate ct this s'tcge o:r development 

of' thi:s service, ond (2) Are the charges, terms ~nd conditions set 
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forth in the t~iff reason:ble nnd proper and not discrimi~~tory 

or preferential. It then procee~od to :present three "litnesses to 

exp~in: (1) the t~i£i' end the development of the service, (2) the 

b~sis of the ch~rgcs, ~nd (3) th:t the continuation of this service 

will not b~den or ~dversely affect the re~inder of its public 

utility und.ertcl<:ing. 

The protestants and interested p~ies viewed the matter 

~s of much more import~ce ~nd fer renching effect t~n ?~ei!ie 

did nnd proceeded ~o question the utility st.:-.tus of this serviee, 

to question the offering of this service by a l,zrge telephone 

company .:.s providing un!dr competition to s:n:.ll private business 

concerns end to question whether this is c. proper ~cti vi ty for c. 

telepbone utility to eng~ge in. 

The Proeosed T~riff 

Schedule lOS-T provides rates, charges end conditions 

for private mobile radio telephone systems furni'sheci on c. lease 

c.nci maintencnce basis by Pc.cific. It offers the most generc.lly 

used equipment items ~t st~teci r~tes when such items c.re provided 

uncieX' normc.l conditions. It .::.lso contains provisions for !urnishing 

equipment at cr~rges based on estimeted eost for special e~ipment 

cnci crr~ngements not specificclly covered in the schedule. It 

provides thct the stc.tion licensee "Ifill be responsible for securing 

from tbe F.C.C. the necessary ~uthoriz~tions for the cocmunic3tion 

system and such operative personnel as ~~ be required by the 

rules of the F .C.C. . Such service will bo .furnishod 

to persons 0 r organiz~tion$ othe r th.::.n communicc.tion common 

carriers, licenseci by the F.C.C. in the l~itime, Avic.tion (not 

incl uding circrc.ft stctions), Public Safety, Industri~, ~d 

Tr.?.ns:l='o~tion or Citizens Fcdio Services. It also provides t~t 

the station licensee shall :.eve excl~sive control of the communicc

tion fc.cilities and sh~ have full responsibility for their use 
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~nd operation in tlccordc.nce "vlith F .. C.C-. rul~s. In eddition to 

lil::lit~tions tlS to liability, provisions e.s 'to minimum charges, 

bc.sic termin~tion ch~gcs, locction of lend stctions end mobile 

st~tions :lre provided. 

As examples of the: proposed ~ f ~tes, for .:l low 

power l;:md st.:ltion the monthly r.:lte is ~~2S; for a high. power lc.nd 

.stCl.tion the monthly rc::e is ~74; c.nd for ~ :nobile St':>."tion t!le 

monthly rate is ~20. In ~.ddition~ rates for such items as . 
~nte~s, poles, control consoles, push-to-talk ~nd t~lephones, 

control relays :lnd other items D,r4e provided. The lend s~tion 

equipment is subject to tl b~sic t(~r:nin:ltion ch~ge which reduces 

at the rate of 1/60 e:lchmonth. ~Mlc mobile stction equipment :lnd 

supple~ent~ equipment ere subject to install:ltion ch~ges. 

P~cific'~ first witness testified ~~t. the charges set 

forth in Schedule No. 108-T c.re gcnet'"o.lly the sxoo cs those now 

being chcrged in the present contr:lcts, except for :l few minor 

:LncreC'.ses and decrecses.. LikewS.sE~, he testified th.:'lt the con

ditions set forth in the proposed schedule ~e essentially the 

:~3me "-s those nOW' included in contro.cts for .furnishing privc.te 

mobile telephone service. A copy of the proposed Schedule No. lOe-T 

=~s included in the record ~ EYJlib,itrs Nos. 1 end l-B end illustr:ltive 

j~orms of CO!lt~cts c.s Ex..1Ubits NO~I. 2 end 2-A. 

S~rvice Develo~ment 

As ~s been previously mentioned the number of contracts 

by Pccii"ic i"or privc.te mobile com:unic::.tion systems xs grown since 

• ' . 19 '" tne stnrt l.n 40. As of April 3C1, 1956, the number hD.d grown to 

-5-



" 

c. 5754 ET 

214 in tho State of Californic.. 8xhibit No. 3 shows the .following 

growth trend: 

~o.;'Umb ~~r of Contr~cts 
yp.~r ~~de Du:ring Z e.:'!:" Ci.Jllr..l!:~ti ve '.rota! -
1948 2 2 
1949 0 2 
1950 1 3 
1951 0 J 
1952 0 :3 
195'; 5 8 
1954 64 72 
1955 115 1$7 
1956 ')7 214 i. 

AppliCD.nt~s first witn'~s:: testified th.:lt these 214 con

tracts represent less th~ 4.5 percent of the tot~l priv~to mobile 

bOose st.'ltions licensed in the St~te of C:lli.fo!'ni~. As of April 30, 

1956, these contr~cts covered 1,702 priv~te mobile units ~nd 

currently mc.ny new po.rtics "-re see:king these pr1vc.te systems. This 

'ritness indic~ted t~t 225 inquiries ere on hD.nd for these pr:'v~.:te 

In view of the c.pp~ent. 1o.rge unsatisfied o.emc..no. :or 

this pri va to s ervic P. J inquiry ~'las :nc.de of the ,,;1. tne 55 as to the 

reason ~rhy this service could not 'be oondlod by the regular ,ub11c 

mobile telephone service being off,ered by Pacific,. The reply was 

that e.s nearly as he could determine none of those mc.king inquiries 

c.";\.n be g,erved satisfactorily by public mobUe service oeca'lSe such 

p.'lrties gcn€r.'llly h.?:V'e c. rcqm.reme!:lt for cc.lling within ~heir own 

org.mizations or between their own ~"'lits. For such purposes, public 

mobile service is not satis£~ctor.1. The public mobile telephone 

is subject to the del~y of w~ting for D. cik"U'lnel, if tho channels 

are busy, end to the del~y crising froe the necessity or placing 

the call through nn operctor. 

This witness e1so testified that ~s of September 30, 

1956, thj~re were 1,462 mobile statio:::ls in the public mobile system. 

and os of that date ?~ci!ic ~o holding orders for c.n ~dd!tional 

3,397 mobile units. 
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Out! 1i ty: 0 f the Se:-vi ce 

A numbar of parties whic.~ were :oeceiving private mobile 

r~dio-telephone under contr~cts '~~th Pecific , upon lecrning of the 

£c.ct tiult the COmmission Wc.s invl~stigating this service, took the 

trouble to make appointments, appear, and present testimony at the 

hearing regarding the quAlity of the service. A.~ even l~ger 

number wrote letters ,about the sorvice to the Col:mlission. Al::lost 

universally they c.sserted thct the service rendered by Pccific wcs 

very satisfector.Y, that maintenance service was ~vcilable generally 

on t:. 24-hour bc.sis ~'ld th..",t the rates chargee. were reason~le. 

All desired that the seMi CG be c;vc.ile.ble c.nd continue in the 

future. 

Princi~al Issues 

Atter cnc.lyzing the extensive record in thi~ proceeding, 

the principc.l issues in the Comcission's opinion ere: 

1. Is the o:Cfering by ?eci:lic to furnish mobile communicetion 

equipment on c. lec.se and nk~intena~ce besis without d~sc~~i~tion 

to persons authorized to operete J?ri vate mobile commWli~tion 

systems an offering of public utility service by c telephone eor

porc.tion under the provisions of ':he Californie Constitution ~ 

the Public Utilities Code? 

Z. Does Section $51 of the Public Utilities Code require 

Pacific to ob~in the ~uthorization of this Commission to lease 

mobile co=munication equipment to persons cuthorized to operate 

private mobile eo~unicction systems? 

;. Does the Federel lc.w preclude this Commission from 

regu1cting the rates ch~ged by ~ ~elephone corporation for lecsing 

o,nd mointaining mobile communicD.tion equipment to p<)rzons ~uthorized 

to oper~te privc.te mobile commu."'lic.:ltion systems? 
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4. ~!ould th~ c.uthorizc.tioll o~ tt!ri~f rates for private 

mobile coro.:nunicc.tion service pro"ide unf~r competition to small 

businessmen offering s1mil~ se~r.ices on c contr~et basis, contr~ 

to the intent and purposes of th~' Consent Decree'? 

5~ Should the Commission ~zs~e jurisdiction over the 

private operators in this business? 

6. Vlill the continuation of this service be deleterious 

to the regular communication se~dce furnished by Pacific? 

7. Are the proposed r~tes at a reasoncble level for the 

type end quolity of service bei~; rendered? 

Issue 1 - PubliC'! Utility· 'Se~ce 
by a ~reie'Ohone Corpo!"t!t:i.on 

Pacific represents thct its corporate purposes a~d 

powcr:s e.s set out in its o..-tic1es of incor,orc.tion are sufficiently 

broad to include the furnishing of private mobile cocmunic~tion 

systems on a lease c.nd ~int.ene.nce bc.sis. It also represents that 

it is not limited to "land lines" in conducting ~ s telephone 

business. Pacific st~tes t~t whi~e it does in fe.ct own 2r~ 

operc.te mc.ny miles of lc.nd or wire lines, i t ~s performed telephone 

service by radio in Ccli£orni~. fClr ~Y' ye~s rule L'luch of its 

present communicc.tion network in Cal1fornic. consists of rcdio 

equipment and channels used for point-to-point e.s well as mobile 

communications; that r~dio hcs been used in its telephone 

business since 1921 .;:.nd c.t the present time it ope:-c.tcs e.OO'l...-t 

350,000 toll circuit miles of microwave i~ ~li£ornic.; t~t 

ordin~ toll service 'goes ~s much by radio c.s by land lines; ~d 

that radio is ~so used for such diverse services e.s rur~ sub-

scriber lines, coc.stal hc.rbor service ~~d highwcy service. 

Pacific states thc.t cs :l corpor~tion owning and furnish-

ing n:el ephone lines", i. e., pti w~.tc mobile com:unice. tion systems, 
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it operates as ~ telephone corpo~~tion cs def~~cd in Section 2~4 

ot the Public Utilities Code.V S0ction 233 0'£ the Code defines 

"telephone line" os incl'lding tt~ll conduits, ducts, poles, wires, 

cable,s, instruments, ~d ~pplia.nces, end .?ll other real est~te, 

!ixt\.lres;o c.nd personc.l property ~~'W:led, controlled, operated, or 

m~nAged in connection with or to tacilitcte communic~tion by tele

phone, wi:lethcr such com:nunic~tio:~ is xd with or without the usc 

of trcnscission wires." 

Pacific eJ.so st.:.tcs t!'lc.t ell telephone corporations 

ore not necesscrily public utilitiez, but a telephone corporation 

which o££ers service to the ptiblic is declnred to be ~ public 

utility by Section 23 o! Artic~e XI! or t!'le C~li£orni~ Constitu

tion21 ~d by Section 216 of the Public Utilities Code.~ 
In furnishing priv~te ::nobile cOm:::lunicc.tion systct:lS on 

a leese .:..."ld mabtencnce b~sis, .Pacific stc.tes tb.:.t it, quc.li£ios ~s 

0. public utility both on the gro1,;\!ld tha.t it is !urnishing a service 

~nd on the grou.~d the.t such service is of'!ered to the p.,iblic .. 

Y Section Z34 of t~e fubhc U'CUi ties Code proVid.ez: 
trT T,elephone corpor~tion1 includes every corporc.tion or person 
o~ng, eontrolling, operating3 or Q~ging any telephone line 
for compensc.tion within this St.::.~e. 1T 

II Section 23 of Article XII of the Califo~ Constitution provides 
in pert ~s follows: 
nEver)' private corporc.tion ~d every i:o.dividu.:.l or tlssocietion 
of individuals, owning) operating, m~ging or controlling any 
~()',t>',c pl~t, or equipment within this St.::.te )',0:,* for the tr.::.:lS
mission of telephone or telegrl:lph :lessc.gGS #1.<# either d.iree~lY 
or indirectly, 'Co or for the p1:lblie *** is hereby decl.::.reci to 
be Co public utility subject to such control ~nd regulation 'by 
the ~ilroad CoQmission es ~y be provided "oj the Legislature, 
)(C):Ci,c • 

!±I Section 216 (c..) of tho Public Utiliti~s Codo pro-lidos in pert.: 
1TTPublic utility~ includes every *** telephone eorporction *** 
whore the service is performed for or the ccnmodity delivered 
to the public or any portion thereof. 1T 
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Protest~ntz held ~ different view ~~d one witness 

insisted t~t the lcc.zing ~nd mc.int~ini:lg of ine::-t r~dio equ:i.p:nent 

for F.C.C. private mobile st~tion licensees is neither ~ telephone 

service in f~ct nor within the intendment of the Public Utilities 

Code. Ee cited a recent decision of tne C~lifo~ Supreme Court 

in the T~lcvi~ion Transmizsion c.c,se5J wheroin tho issue Wc.s 

whether the cocxial antenn~ service constituted a telephone service, 

5 .• e .. , the ope::-o.tion of 0. ~ftelephl,ne linen ~s defined in Section 2.3.3 

of the Code. He st~ted the Cour~ concluded th::.t a cOlllpcny does 

notopercte a telephone line ~d is therefore not 0. t~lephone 

corr:1oro.tion unless such control, oper.:.tion c.nd m.?no.gement ~re in 

connection with or to fo.cilitc.te Co~~co.tion by telephone, o.nd 

i'urt,her, that tho service petiticoer rencored "I1~S not comc'Ullication 

"by telephone" within the mec.nine; of the Code. 

Pc.c~fic ~so cited this case end s~~tod th~ Court drew 

a distinction between television broedc.:.sting ~nd ~elephony 

quoting: "*tt.>:' in tolephony onEJ m~y c:xrry on Co two wc.y con'ttcr~tion 

by speaking .lS ",ell CoS listening***. fT Pacific rep:-esents t~t 

pri "late ::1obilo systems ere tclepa.one systems, since they consi~t 

of tr~nsmitters ~nd receivers for carr/ing on ~wo-way voice 

communic~tion between ~nd stc.tions (sometimes called b~se stotions} 

and mobile stctions. 

Another party ~~ted these ~cti·r.ities ~rc not telephone 

serTlce, but ~e equipment sCrvice l ~~d the mere leasing, instal

lc.tion. or mintenance of r.ldio eq~:lipme~t fo:- private mobile radio 

or any combination of these ectivities, without the ~bility to 

furruLsh the channel upon which su.:h equipment is 'USed, bear no 

9 TeleviSion Transmissions, Inc. v. Public Utilj.ties ~ommis$i9n, 
3'01 ? .. 2d S6z (Cc.l. Sup. Ct., t950,). 
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. §j 
indicia of the monopoly chc.rccte~ristics o! telephone .service. 

qui to the contrc.ry, he stc.tos 7 the lecsing, inctoJ.lation end 

m~intennnce of equipment for priv~tc mobil~ r~dio is in f~ct ~ 

highly competitive ind.ustry in which o·Ver 100 persons \lre directly 

eng~ged in the S~to of CC'.liforr.~~ clone. 

Pc.cific ~dv~nccd Co dif:f~erent view, stc.ti::'lg there is 

nothing unusual in the .fc.ct the. t rGgultlted public utilities ~nd 

unr f;lguJ2.ted enterprises mey be furnishing 'Coo same or Co simiUlr 

type of zervice in the sc.me 10CCl.lity ct tho scm.e time.. In the 

absence of an exclusi ve .fro.nchi~i0 a public utility has no right 

to be free from compGtition; and by th.e s~e token it is fundc.

mental ~o our competitive systet::t t~t unre~tod businesses heve 

no right to freedom from com~tition, so st~tes Pacific, end it 

cites two cc.sesJJ outside of californic. Competition between 

muni.cipal utilities not subject to th~ ju.-isdiction of this 

Commission and public uti1itiGS in this Stcte ere not ~~ommon. 

Pc.cific indicc.tcs thc.t dcdicc.ticln of its propertj" to public 

service subjects it to Commissicln reg,Jlc.tion .3nd s~tes th.:::.t by 

submitting to rogulation of the Commission it ~s voluntarily 

dedieateQ its pri~tc mobile fsci1i~ics and business to ~pUblic 

use, citing severc.1 cases.g/ In this connectio~ it should be 

§] 'I'his party st~ted: Perho.ps th:e outstanding ind.ici~ of telephone 
service is the necessity th.at it be a monopoly in a given 
gcogre.phic:U. cree. c.nd cited: C21ii'orni.'1 Fi:'e ?roof S~orc.ge 
Com~a ny vs.. Brundige, 199 Ccl... Is;, 189) 

1/ T'onnessee Power Co. v. T.V .. A. (19~9) ~06 u.s. 11Sj .A.l11bc:l~ 
Power CO:D:oany v. Ickes (l~) ~02 u.s. 464. 

lj ~qJerino L .• & W ... Co .. v. &~i~.9~d Co~ssion (1916) 173 Cc.l. 
3~O, jS4; Franscloru v. SoJ.lClad. t'1nd. D.!Xi We.ter Co. (.).915) 
170 Co.l. 221, ~27; Stunson Li:imber Co. v. KUYkend.:J.l (1927) 
275 u.s. 207, 212. 
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pointed O\.tt thz. t the so-lection of the persons who £a1l..:~ thin the 

portion of tho public to which the service iz c£!erod wilt b(;: ~dG 

by the F_C.C. end not P~cific. 

Pacific represents tre.t, it requires no c ertifi cat , of 

public convenience and necessity to furnish telephone scrvi(~, 

including the lccsing ~d IC.ci.nt~ining, of priv~tc mobile teli phone 

systems, beccuse it acquired the right to cngcge in that o~tnoss 

under its ch.2.rter grcntcd by the S~tc of Cc.lii'ornic prior t\ 

1912 "IIrhon certificatcs1 ':'$ now :-equired under Sections 1001 ~ i 

1002 0'£ tho Public Utilities Code, wo:-o first required. 

If Pacific were not permitted to continue in this 

business it cited several cxzmples of the c.dverse effect it would 

hcvo on the pUblico Pc.cific points out that without exception the 

other suppliors who appecred in this proceeding testifi~d t~t 

they reserycd tha right to rc!u~c service at their option. Pacific 

is reedy to serve the public without discrimin.:tion C!ld states 

thc.t th(; testimony showed 225 pending inquirio s ::bout the service 

sinc~ the matter of t~iff filing hc.s be~n in Cl.oeyc.nce - 1nquiriez 

from government CogenCies, lc.w enforcement agoncies, utility 

eompcnic~ hospit~ls, service companies, newspapers) ~bor unions, 

£3rmors, food end feed bUSinesses, oil comp~~es, mO.ning comp~cs, 

tcxiceb co=p~tes, c7.prcss compenies, builecrs~ contr~ctors, 

lumber comp~nics, brulks, wc.rohouses, end 0. largo n1.lmbtlr of othors. 

Other tjrpes of servico considored Cl.S nt~lephonG scrvicen 

.:lnd s~:~v~d. under filed tc.riffs· which Pecific considered tlllalogous 

to the private mobile rcdio service c.re: 

1. npri~to leased 1ine ff servic\3 
2. Local priVc.to lines 
:3 • Telemet(;:ring s crvico 
4. Code calling equipment 
5. Loud spee.kor pc.ging equipment 
6. Buzzer equipment 
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As one answer to the che:ge t~t this prrv~~o mobile 

telephone service is not ~ppropriatc for Pccific as ~ public 

utility, it referred to Decision No. 51271 issued by this 

Commission on Mc.rch 29, 1955, concerning the sclc by tl:c Soutbcrn 
. 

Counties t~ni Southern C~lil'orni~ Gc.s "'omp:-.ni ~s of their ro.dio 

telephone system to Pacific ~d contracts to lease-back the 

equipl:nent and hD.ve Pc.cii'ic .furnish tho ~int¢nence. 

In Decision No. 51271 P~cific was not c.uthorized to 

entcr into the arr~~gcmont ~t the rc.tC$ and prices ns proposed, 

but L~tcr was so cuthorizod by Decision No. 514~6, however, at 

~ hig.'I-J.~r annu:ll p,~ymcnt in order not to rcsul t 1:1. cny burden on 

the regu~~r telephone sUbscribers of Po.cific. Our conclusion ~t 

thCl. t time Wc.s that the propos cd servic e will become 0. public 

u.tility service bt:.t t~.t there: was insuffici~.lnt exporience to 

wo.rro.nt th~ filing of Ulriffs. We then pointed out th~t Pc. ci.i'ic, s 

entry into this i'iold wcs still on an cxpcrimuntal bD.sis, end thct 

it might be D. disservice to its tolcphon~ rc.topc.ycrs to require 

it to file tariffs ~nd offer this service to ~ comers. However, 

our conclusions ~t t~t time wore on a considorc.bly less extensive 

record than is now before us. 

• After studying the extensive record we fi~ no reason 

to che.nge our ec.rlier view. ?c.cific is dofi..~itely ~ public utility 

undor tho Cc.1ifornic. Constitution c.nd the Public Utiliti~s Code; 

it is not only 'Willing now to dedicc.te its mobile communice..tion 

property 'to the public service in privc.to automobiles for priv,~to 

e.s we:l1 :lS pUb lic mobile communicatio,n serviCe o.nd to· rile toriffs 

~s rcq:uired by tile Public Utilities Code, but we hereby find thc.t 

it hc.s in fect so dedicc.tcd its property end service. 

-l~-



The Cocoiseion finds that P~cific~s offering in its 

proposed Schedule lOS-T to £u--ni~~ mobile commtL~c~tion equipment 

on e lease end mcintencncc o~sis without discriminction to 

perSClns o.uthorized to opcrctc pri'ltcte mobile communic.::.tion systc:ns 

is an offering of public utility service by n telcphono corporction 

u..."lder the proV'i sions of the Celli ornie. Constit ution c.DC the Public 

Utilities Code. 

Issue 2 - tOc.sc of Neccss~ry or 
U sc:6::ii Utili'ty f'ro'Certy 

One of Pc.cificTs witnesses te$tif1cd thct the sa:c types 

of equipme~t rxe used in the priv~to mobile rcdio tOlephone 

systems as ere 'Used in its regulD.r public mobile redio telephone 

service offoring. Section $51 of the Public Utilities Code pro

vidos tho.t nno utility shell sell, lec.se *** or encumber the whole 

or OIly pert of i ts )~)'" plcnt, syste:::. or other prop~rty no cessary 

or useful in the p erfor~ncc of its duties to the public *",,* 
without first r~ving secured from the Co~ssion ~ order :luthoriz-

ing it so to do." 

Inasmuch as lecsing is con1~empla t.cd of no ccsscry end 

~seful utility property, Pccifie is required under the Code f~st 

to obtain ~n euthorizction of. the Commission so to do. In the 

Pc.st .Pccific hc.s filed copies of the various privato mobile com

munic;ltion :ontracts '-'lith tho Commission .:lnd has secured Commission 

~utho:riz"-tion1 by resolution, beforo eontrc.cts rol~ting to tho 

furnishing of private mobile co~~unication scrvic~ ~VG becomo 

~ffecti vo. Only in the Southern C~liforni~ and Southorn Counties 

G~s Compcnies t sale and le~se baek c.rrc.ngement did P~cif1c seek 

end first obtc.in c.n order of tho Commission. In loolting to the 

fut'Orle a!'ld the large number of customers thz.t may be involved, it 

would indeed be cumbersome for the utility to hcv~ to obtcin a 

sp0eific ~uthorizc.tion or the Commicsion prol~n~y to ecch lc~sing 
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of r.l.obil~ cO:::lIC.unica~ion eq'Uip::.cnt.. The authoriz~tion ~"'hich will be 

gr~tcd to P~cific to tile Sehcdul~ lOS-T ns hereinafter modi£i~d 

wilJl constitute the nec0ss.. .... ry authoriz.o.tion by tho Commission for 

?c.d~fie to loc.se tho mobile communicc.tion systOl:l equipmont. 

Our conclusion on this point is t~t the proposed 

priv~tc mobile cocm~cction systems will be composed of nccesscr,r 

or useful utility cquipmc,nt c.xxi the loc.:~ing t.hcrco! is subjoct. to 

COmDussion jurisdiction. 

Issue 

Some of tho prot{.;s"COonts pointed out th:.t ro.d.io trc.ns-

miesions ~rc not rcspoctivc of gcogrc.phic,?l bOilndOorics mld som\i:: 

of the signcls ·Hill undoubtodly trcvcrse stete lin~s. This con

dition could exist. The: Fcde:ro.l Com.ur.icOotions Commission l".cs 

regulo.tory e.uthority in respect to rOot~s and c~rges for int0r-

stnte commu..."'l.icntions c.nd intcrr:..tioMl communi~tions.. However, 

the provision:> of Sections 2(b) end :3(0) of tho COlll!'llU!lico.tions 

Act ,of 1934 as r'..!llended. (47 U .. S.C. 152 nne. 153),:no.kc it clco.r tho.t 

the .Fcdcrc.1 Communico.tions Commission has no jurisdiction, exc~pt 

under the rOodio licensing provisions of tho Act, over intrc.st~tc 

communi~tion service by redio Oond t~t "intcrstc.to communiectior. 

by rc.dio~ docs not includ0 communication b~twcen points in ~~e 

same stetc, if such communic~tion is rcgulctcd by a StOote 

Commis s:i. on • 

The private mobile telephone comtlunic:::.tion with "Ilhicb. 

we ~e here concerned involves communication bctwoen points 

wi thin Co.liforniD.. ~'le hc.ve concludl~d the. t t.hc rOotos to b~ ch~ged 

by Pc.cii'ic for its services in conr.ection with such con:.c:.unic~tion 

o.re subje ctto r~gulation by this COCllission. 'rho feder:.l Jzw 

clem:-ly does not prccl':lde such r~gul~tion. 

-15-
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Certain p~ti~s suggested that priv~tc mobile licensees 

obtcining their oquipmont from P~cific on c le~o ~nd mcintoncnce 

aesis do not have control of the equipm~nt ~s required under the 

F.C.C. rules. ~~lc most or tho perti,s le~sir~ equipment from 

?~cific preferred th~t the techniccl ~djustmont ~d maintcn~ce be 

performed by Pacific! s tcchnicic.ns, it appeared t1lc.t technicclly 

these pc.rtics hed control or the equipment. Ev~ if they did not, 

th~t is a metter for the F.C.C. to deal with end is not en issuo 

wi thil'l~ our provine e. 

Issue 4. - Unfsir Competition ~nd 
the Cons0n~ Decree 

A CongressmM from Co.lii'orni.:., appec.ring e.s the reprc

sent~tive of Subcommittee 5 of t-hG Sme.ll Business Committee of'the 

House of Representatives, stc.ted: "It appecrs thc.t the filing of 

tariffs definitely reflects unfair co~petition to the ~ny small 

busine ssmen of our sta. to. i; He Wc.s f.;:miliar with the Consent Decree 

(Supra Note 1) ,~d continued: "Under 'the Decree, the A:neri~ 

Telephc,ne end. Telegr.:lph Comp~ny, western Electric end their sub

sidit'.ries ere forbidden to cngcge in c.ny business other than tho 

fu.-nishing of common carri<::r services, y,=t that term is defined 

in such :nc.nner that the sI:lcll ousinessman in the privc.te cormnuni

cn.tion service will be afforded little c.ctucl. protection." He 

chergcd tmt the strc.tcgy is for the telephone companic;:s, whose 

privct0 cocmuni~tion services were not then subject to regulation, 

to file t~rif£s with the v~ious state co~ssions in order to 

bring them within r~gulc.tion ~ so exempt those operations from 

~he prohibitions of the Decree. 

He ~.lso indicc.tcd t~t not only docs the Consent DGcreo 

f~il to nccomplish what the government endeavored to do sev~n yec.rs 

ago, but it tlctue.lly ~ssists biS business to tho detriment of tho 
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independent end smell businoss0S. Ho contended thct by that decree 

the monopoly positior. of t..1.C cpplicc.n't m:!y be eVen further extendod 

into the oroa. of pri vcto cOmnlunic c.tions. Ee gc.vc his consic:.orcd 

opinion tha.t the freo enterprise systCl:i. of our country aDd the 

over-ell benefit of 0.11 C~liforni~ citizens Will best be pro~ct~d 

by denying the pr0sent tcriff filing of ~o applicc.nto 

Co~sol fo~ Pacific responded end s~tod t~t there is 

no substanco to this cr~rgo of unfcir competition bec~use the 

telephone utility must offer the sex-lice ~t c. fixed r:.t~, wr.ile cl.l 

other concerns, including the sm~ll businosses in w!"!ich the 

Congrossmrul is interested, c=c free to underbid the ut::li ty if 

they see fit, and if the custom~r wishes to t:.ke the lowor bid 

he is frGc to do so. H~ ~so S t'" ted th.=. t the monopoly protection 

a£,fordcd public. utiliti~s is not Co competiti va protectio:l with 

regc.rd to the fUrnishing c.nd m~lltcining of pri veto mobile com

~unication service col works as ~ restriction r~ther than c 

preference .. 

Much of tho t:iJr.c of tlle protestants ~t the hearings W:lS 

devoted to the voicing of feo.rs ~nd conjectures as to the possible 

consequences of our accepting these tariffs. The fc~s wcr~ 

c.pp~rcnt1y reel, and tho Commis s~~on w:lnt.ad 'to plc.ce no restrictions 

on the protestants in the prescnt:ltion of t1:loir 'views. Much of 

what "r.::.s prosc:nted in this connoction Wc.s, however, not ge~ne to 

the issues in this C:lSO. If the proposed offering of the 3pplic~t 

is ,~ pu,blic utili ty offering of t~lcphone service tho l.'lwele~rly 

requires t~t we assume jurisdiction over it wnetovcr tho collctcr~ 

consequonces may be. If, in addition, the propos~d r~tes ar~ £nir 

end rcasoncble, we ~VG no ~tcr~ativ~ b~ to ~cccpt th~ t~rifr 

offered for filing. 
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While some of tho private opcrctors or their rcprcsontc

ti ves who presented tC:5timony b.Ql"d Vi0".-VS som~wh~t simil...'1r to those 

expre:ssed by the Congrcss:nc.n1 several indicated the. t thoy could 

meet end live on the rctes being proposed by P~eifie. One priv~to 

opor~tor indicct€d thct the cost of mobile equipment for trans

mission at frequencies ~bovc 400 meg~cyclcs is grect~ t~n t~t 

for lower £re~uenci~s cr~ t~t t:~ proposed rctes of P~ci!ic are 

too 10""; for this higher i'requcnc:-r b~nd. 

Others indicated a compotitive advcnt~g~ to the-utility 

because it could off~r 24-hour p~r d~y m~intoncnc~ s~rvic0 in its 

many service shops throughout th(~ St.:lte. Corte-in of th.ase pCl.rties 

contended tbct ?~eificTs pc.rticipc.tion in this bU$in~ss constitutos 

~unfair compotition~ ~ thct it will ultimc.toly obtc.ln c. monopoly 

of tr.o business. 

Our comments on the fOCTS of the prot~stc.nts cc.n 

therefore, be brief. Sincere though they be, they ~vc not been 

proved in this record to be "fell founded. 

Thore is Co fcc: tmt the tole phone compc.ny \rill usc this 

service e.s an entering wedge to s,ccure ulti!1lc.tc cont:-ol over ~ll 

w~vc lcngthsnow devoted to pri~.t~ co=municc.tions. But this cc.n 

00 don~ only oy order ot the F.C.C., which is c~rged, as truly 

CoS is "this COcmission, with the duty of proteeting the public 

interest. ~here is c. fear th.:lt the c.pplicCJlt will g~ control of 
,.,1 ' •• , ;... I 

e.ll tho C:lliforni~ mountc.intops suit~ble 'for the lo~tion of bc.se 

stc.tions. Here ag~n, if th(;! d~n;cr should' Gvcr b'ccomc acutE: there 

is publi c c.uthori ty to d~cl .... .rith :~ni'air businoss pr~ct.ic(;s. There 

is Co foc.r that Ulis Commission is :bcing used to subv~rt tho intent 

o! the Consent Decree. But the fOflcral court hc.s continuing juris

diction 2~d docs not need the offices of this Commission either to 
, 

intGrpret or to enforce its orders. There is fear tha.t the 

-18-



, c. 5754 ET 

competition of the tel ephonf..l COlllpc.ny will dr'l ve the sma1ler 

suppliers of this typo of servi':e out of businoss. Protvstc.nts t 

testimony on this score, howcvc::-, shows some internc.l inconsistencies.. 

On the gro'W'l.d.s of preserving COlllpcti tion, thoy seek 'to bar a com

petitor from the field. In teo.ring the compC::tition of ?ccific 1 

they o.ssumc tho.t it will hnve insup~r~ble competitive o.dv~~gcs; 
,. 

while, in discussing P~cificf s Dloti·tc in ~ki~ this public oftez-ing, 

'they emphasize the dis.:l.o.vCllt,ages which reg~tion involves. 

We ere not convinced thzt Paci~icfs presence in the 

field 10fill constituto :lnY thrc.;\t to the continued vigor of its 

competitors. It should not, dOles not propo SCI 'to, .::ad will not be 

allo\,icd to favor its own pri veto mobile customers by w.y of con

nections with its "land lincs tl r.lot allowed to the customers or its 

compClti tors. It will be required to maintain cha.rgcs which .?re 

fully compensctory. It will be under the disadv.:!.IltCtge of b~ing 

uncble ~o ent~r into price compQtition with i~s competitors to 

secure the business of p2.rticuJArly desire-ble customers; and it 

will be roquired to serve customers its competitors ~y not clec~ 

to sorv~. Trorc is no dc.ngcr here which wo~d justify our goinz to . 
the Lcgislc.ture to ask to be relievoc! of t.he duty which tht: law now 

imposes upon us to regul.:ltc the service. 

The Commission .finds 'e:bat competition of regtll.ztcd 

compania s with tho nonr0gul:.tod, if it is unftir c..t c.ll, is morE: 

likely to be un!air to tho reouJ,c.tcd rather t~n to the nonreguhtcd 

compotit~S:. The record made it clear, "-Ild. c.. supplema ntc.l filing 

h~s given a.ddition:l1 assurance, toot the applic.:.nt Will not gro.nt 

special fc..vors in connection with its r~gul~ telephone service to 

its own mobile telephone customers. In tlnY' event, in the Commissionfs 

opinion, the public has less to foar from the ac'ti vi ties of ~ 

"monopolyft when such "mollopolytt is, fully regulated by public 
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o.uthori tics ~nd we f.:1i1 to i'i nd ~ch:lt P,,-cific will oe in ~ position 

to cO:lllpete unfairly with its sm~ller rivals. 

~v'hile it was frequent17 asserted .:::~ the he~ing tb.:t 

P~cif:icfS motive w~s to evoid th(~ Consent Decree, there wc.s no 

proof ~d the Commission ecrt~i~~ will not ~c judiei~l notice 

of good or b.:l.d intvntions. In .:ll:lY event, it is for the feder~ 

courts, ~nd not for this COmmission, to implement their decisiOns; 

end the Consent Decree soems spe-:ificolly to assume thut such 

activities as the one here in c¢ntc~pl~tion c~n be rendered by 

applicant without c.ny injurious ~~!.fect on the publjc welfare, so 

long as such .:\ctiv-ltios are regulc.tod by state commissions. 10ie 

believe that, if this is the implication o! tho Consent Decree, 

it. is a fully justified position,. If the fcdcrc.l cou~ hc.d wished 

to bD.r such activities by the c.pplica~t even though subjected to 

regul.?tion, it would heve mede such provision end the question 

would not be before this Commission. So far as tho effect of tho 

Consent Decree is concerned, it is not actue1ly pertinent to the 

issuos in this co-see If the proposed service would be utility 

service in tho absence of tba t decree, it is still utili -:y service. 

If we hold this sorvico to be utility in nature in the g~s cOQP~ny 

c.:::.ses before the Consent Decree, there is nothing in the, Consent 

Decree to procpt us to ch~o our holding. If our previous holding 

toot this service is utility in rJD.ture, distasteful to Pacific ~t 

the time it w.:::.s mede, now turns out beccusc of tho Cons~nt D~creo 

to be beneficial to tho applicant, ~t in no wise c.ffects the 

validity of our previous holding. 

It is to be noted thc.t, with th0 exception of tho City 

of Los. Angeles, all protestcnts 'W'ere or represented other oper~tors 

in the privQ.te mobile radio telephone field. Their own convenienco 

would be served by the eli:llil'l,"Ition of .:l competitor. 
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Tre members of' the using pub lic who appe~ed or contacted 

the Commission by correspondenc·Q, including both present ,::.nd 

pros,ective pc.tron~ of applic:an~~ T s private mobile: serv1ce, were 

UMnimously cmd ,\"igorously' of ~che opinion t~ t c.:ppli~n't' s servico 

in this £5.eld is excellent, rec..:so!lab:!.y priced, mld needed. No 

one else MS offered. the s¢rvic(~ to ell comers on eq~:' terms ~nd 

so~c of the witn~3$eS testified they could not got s~tisf~ctorj 

servico except from epplic~nt. From the c~e feet that no other 

supplier offers the service as ~L publi c utility, obliged to serve 

0.11 quclif'w d c.pplicc.nts 'i':ithout discri.:ni~c.tion, tho d.::ngcr is 

inevitable that, i~ the cbsence of cpplic~t's ser-Jice, some who 

need this type of service could not got it. Cer~inly they would 

have no one from whom they could demand it cs a matter of right, 

es they cc..n from o.pplicant if this t~iff is acceptod for .filing. 

Being convinced by thG: record of th~ importance: of this service 

to those who !leod it, we cC'.:mot esce.pe the conclusion th.:lt public 

conve:nionce and necessity rcquir,e us to authorize the applicant to 

supply it. 

Issue ; - Jurisdiction over 
~iv~tc Operators 

Some protestcnts contene thet if the Commission regulates 

priv~te mobile co=munic~tion sor,~ce furnish~d to the public by 

Po.ciiie, it mus~ neecssc.rily regt;~lc.tc all comp~nics or individucJ.s 

which lease and mcint~n private mobile communication systems. 

Pacific st~tes thr~t in tho first ,p~cc, it is £und~~ntal that a 

regulatory Ce~ssion cannot reach out to rcg~te, as a pUblic 

utility, an entor9rise which has :~ot dedicc..t~d its prop~rty to 

the public service as the Constitutions of this S't;<::.te ruld of the 

United Sto.tes ~cntee freedom f:~om regulation ::'.s <l public utility 
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in the absence of such dedica~ion. In this reg~d Pacific cites 

seve:rc.l cases.~ 
Thos e p ~rsons and c o:npc.r.ie s, other than Pc.cif'ic, provid-

ing private mobile communic~tion systems on c. lcas~ ~inte~ce 

oasis, whi~h offered evidence on the subject of' dedication, denied 

~ny int~nt~on of dedicating their systems to the public. Each of 

'them rese:-ved the rignt to rc:f'us~) to de~l with certain ::le=bGrs of 

the public. II10st of the privc.te indivieu.::.ls or companies' in this 

business, sc~c within a small orrcs~ricted ~ea wher~$ Pacific's 

proposed area co\"ers prc.ctically tho ontire stew. The record 

show;s thc.t Pacific is competing \lid. th DUlny or these other pa.-ties in 

these small or restricted areas. 

The question as to whet,her or not the Co:unissicn should 

c.SS\lllle jurisdiction over other privo.t~ mobile oporc.tors is not in 

iSSUI3 in these proceedings. The basic difference between the· 

serv"lce offered by the telephone co:p~ c.nd that offered b y its 

comp(~titors is thD.t the telephone company now o£fors to render 

serv:i~ce on the s.:me basis to ell qualified applic .:1nts for s".lch 

SGr~~ce. If and when ~y o£ the other co:npan:i.e s hold out their 

scrvj~cc to the gonero.l l,ublic (or to sucll portion of the public 

~s c~n q~lifY for it) they will 'undoUbtedly ~ssume public utility 

status as telephone eomp~ni~s, ~l will subject ~~emselves to 

regulc.tion. Until that hc.ppens, 1tle shall hc.ve no .:uthor:ity to 

rogul.?tc ~beQ .. It is only pUblic 'colophon" compc.ni~$ offering to 

9J Frost Truck:Ln,; Co. v. AA Com. (1926) 271 u.s. 58.3; Souza v. 
r~blie Utilities Com. (1951) 37 Cal. 2d 539. 542-54~; 
S~mt:eJ:zon v. Pilolic Utilitio s ~~oc.. (195l) 36 C.:::.1. 2d 722, 

732 ... 833 ; 
Cudah Paeki~ Co. v. Johnson (1939) 12 C~. 716, 721-722; 
torr v • .:t.ich.'l't"d.son .... 8'6 C~l. 162 { l67; 

rti·chnrdson v. rtDirro~d Co:nmis s:lon (1923 J 191 COol. 716, 721-722; 
Associnted Btc. Co. v. R.~.ilronC'! Commissio:'l (1917) 176 Cal. 518'. 
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serve the public .:lnd not priv,:1.t¢ opcr.:!.tions of a telephone ~turo 

th.;::.t arc with:""l our jur~.sdiction" Our conclusion on this issuo 

is tr..c.t, until there is ovidence th:.t these privatG p"rsons or 

cOlll:panics, other th<ln Pacif'ic, rove dedicated or ~e 'Willing to 

deeic~tc their sorvice to the public, we bc.vo no authori~J to 

and should not attompt to regulate them. 

Iss~c 6 - Effect on ?acifie's 
~og~~r Communicet1on ServiC0 

A witness £or the Cocmission stet: prepared Exhibit 

No. lS for the pu.."'Posc of entering into th~ record the current 

situatio~ regarding held orders (~S ot September 30, 1956) ~n 

Pacific's service territory~ The held orde:s and held regrD.de 

requests for the Y0D.rS 1953 through 19.5.5 a.nd tl".c first threo 

qucrters 0: 19.56 follow: 

End of C"l~er Hold Orders 
Hold 

Regrade Reguests 

1953 - Fi:-st 97,372 SS,649 
- Second 90,534 S3,176 
- Th:ird $1,.'310 S6,,670 
- Fou..-eh 54,34.5· 75,450 

1954 - First 47,4.13 63,95.3 
- Second. 40,.367 .'3$,470 
- Third. 34,$24- 37,777 
- Fo~h 20,279 32,OS3 

1955 - First 27,292 :31,900 
- Second 27,.95$ :32,0$; 
- Third. 2$,44.1 37,.353 
- Fourth 29,061 47,.596 

1956 - First 3.3,2$9 53,15.5 
- Second ,30,550 64,223 
- Third 23,878 7.3,33l 

The signifiecnce ~t~ched to these figures by the witness w~s that 

cs of S~ptomber 30, 1956, there were 97,209 applicants for service 

that Pacific oi the:- hcs not been able to provide "hi. th sor7ice or 

has not been able to provide with the grade of service they desire. 

This is c ~rger number t~~ hcs occurred :.t any time since the 
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first quarter of 1954.. The be~.ring of these f~cts upon the 
I 

proposed T~iff 108-T is t~t mobilo radio service, in his opinion, 

compotas ~~th P~cifieTs pr~ry obligation 1 that is, the rendering 

of nClrmcl. telephone service, for money for ne~r construction,. 

mano.gcment time 0.00 engineering time. 

The staff racommended t~t t~~ Commission pe~:.ent1y 

susp~nd T~itf Schedule 10e-T because Pacific is not and has not 

e een providing telephone s orrico on e. current basis. The st:::.ff 

further recommended that Pacific devote its full efforts towards 

f1)~fil1ing its basic utility obli;c.tions; c.nd thc.t Pacific not be 

permitted to serve new privato mobile c~tomcrs until such time 

as its held order C-.."ld rCE:,"radc zi t~tion is on ~ current bc.$:'s as 

defined in Decision No. 53312 of this Commission. 

PacificTs ~~tness held c. different vl~~ end testified 

thc.t if all of the management and engineering ti:le o.nd money and 

material devoted to private mobile telephone service were devoted 

to cl,~aring held orders, no held order could or would be cleared 

eny soon~r then it co.n ar.d ..nll be cleared tmder ?acific T s present 

pla."'ls.. He stnted the reel p::"obletl is the unpredictable no.tur~ of 

telephone de~nd and unforeseen shifts in popu1~tion growth and 

movcm~nt, which in some instances require a pJ..:.nr.ing .;:.nd con

struetion intervnl of eighteen months to ~lO ye~s before telephone 

pl~nt C~"l be ready for use. 

The California Farm Bure~u Federa~ion oupported Pacif.ic's 

position in this matter and stated t~t of the 33,000 unfilled 

primery service orders ~s of April 30, 1956, two-thirds were less 

than three months old 1 and t~t in 300 out of tho 491 centers the 

hold order problem for pr"~ry se~ce is subst::ln ticlly nonexis't(:nt .. 

At page e of Exhibit No. 1$ it is established ~hat the hol~ order 

problem is concentrated in. three areas - San Jose, Sacr~ento ~ 
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Orange County. T'AO Fc.rm Bureau concludes ~~t the diversion of 

Pacific's capital and personnel from all othor ClcSS0S of service 

to concentrate on the reduction of the number 0: held orders would 

not accelerc.te to any marked degree the results of the efforts 

currently devotee to the filli~g of p~a.-y se~ce orders ona 

current basis. 

Our conclusion on this issue is thc.t we cmmot st!y with 

certainty that Pacifiers ~ctivities in the private mobile telephone 

field do not delay, to some extent, the fulfillment of the ptiblicrs 

request for new telephone service or ~pgrcding of service. The 

prim~ry obligation of The Pacific Telephone and Telegraph Company 

is the provision of basic exchange and toll telephone service in 

the territory in which Pacific furnisro s tMt service as .:. 

monopoly. WAile we arc impressed "lith the importance of private 

mobile communication service to tie public, a substantial portio~ 

of the public may obtain such service from orga~zatio~ other 

than Pacific. In the territory served by P~cific, basic tel~hone 

service can be obtained from no other source. Considering all 

the circumstances, we c.re neverthel~oss of tr..e opinion that- no 

rcstrictions other th~n those herein prov.Lded should be p~ced 

on the offering of private mobile ser~lce et the present tice. 

Issue 7 - Rnte Level 

Pacific's estimated operating results under the 

proposed rates a~G set forth in Exhibit No. 5 end indicate that 

"'h t ,co ... • 6 '" t \01 e rc e o. rOlolurn loS .<J pcreen • The Commission staff s~udiecl 

this matter ~nd introduceo. Exhibit rifo. 2l which indicates thc.t 

the proposed revenues do not cover all of the expenses ~d the 
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resulting rate of return is ~ red figure of 3.0 percent. Those 

two ene-lyses in s~ry form ~re: 

Reve~ues (Estimated Annua.1 :S~sis) 

Expenses er..d Te.xes 
l'f~inte:la.'lce 
D¢preci~tion 
Tr~ffic 
Commercial and General Expe~se 
State and Fode~al Income Taxes 
Other Tcxe s 

Total Expenses ~d Taxes 

Net Revenue 

Telephone Plant in Service 
Deprecic.tion Reserve 
Net Telephone Plant 

Rate of Return 

(Red. l"ig:..!re) 

PacificTs 
Zxh .. No.5 

$ 63$,125 

165,668 
175,907 

105,752 
70,043 
3S,06~ 

5.55,4~~ 
$ S2,692 

$1,66$,129 
423,~P. 

~1,2J..4.~ .; 

6.'$% 

Stcl"ffs 
EY..h. No. 21 

$ 63$,125 

355,077 
175,907 -105,752 

3S,O~ 
674,7 
(36.674) 

~1,66$,129' 
4~3,214 

$1,2i4,9fS 

(3 .. 0)% 

~e ~ain difference between the two estimates is in the 

ite:nz of :nainte~nce expense ~d the :-elated income tax.. '1'he steff 

had investigated the mainte~~ce arrangements of Pacific ~'ld c~e 

to the conclusion tre t the unit maintenance costs for mobile .end 

base st~tions used by P~cific in developing ~~bit No .. 5 are 

substantially lower th~'l those ~etually experienced by Pc.cific. 

Exhibit No. 21 represents the efforts of tho s~ff to appraise the 

operations cost showing of P~cific and to make adjustments to the 

extent that PccificTs figures permitted tho staff to do so. The 

staff's analYSis indicC!tcs c. loss from private mobile operations. 

The stc.ff also recomme:::i ed pema.""!ent suspension of 

Schedule lOS-T because the rates proposed therein are not compcns.::.-

tory .;).nd therefore the priv:lto mobile telephone service ..... rill be 0-

burdc::l to the genercJ. ratep~er. The stc.££ furtre r recol:lL'lended 

that at such time as ?c.cific is on a current bc.sis with respect 
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to told or~ers, and if tho ComQission finds this ~ proper field 

or activity for Pacif!.c, it could then file p:"oposed rat~s based 

on costs supported by the scpc.rate records. In maki~ its study, . 
the s~fr ~~d determined th~t ?~ci£ic d¢cs not ~~intain scpar~to 

records on all of its priv~te mobile costs out keeps them jointlY 

with the public mobile communication cos~s. 

Tho meinte~nce expenses clevelopee froe ~ctual experience 

by the Pacific Comp~y in its Exhibit 9, for the y~~r 1955, reflect 

appro7~tel: the $aCe level of ~t =nin~e~~cc expenses ~s those 

used by the staff in its est:i.::lates. Ho·,.,ever, one of Pacificfs 

wi tnesses testified tM.t it ... rcs his opinion thct the mainteru::.::cc 

costs used by the COmmission s~ff were invclid bec~use they were 

basee on certain accounting info~~ion without ~n analysis of the 

in:f'incities of th~t i.'"lforcc.tion for this purpose. He testi:f"ied 

that the accou.."lti~ :!.nfor::llCtion used by the st:l££ did not represent 

the going levol of expense since it reflected aonorllUllly high 

training costs during ~ per-lod of extre:nely r~pid growth and also 

included substc.nt1al costs of convertin; the o,...isting systems from 

6 to l2.volt botteries. Pacific's ?osition is th~t the s~ffTs 

rosulcs 0 f operations study "11'::'5 ba.sed on :l past ~eriod .:md is not. 

indicative of the lower costs th~t will be experiencod in th~ 

fut'Ur,e for this service. ?~cific sta.tGS thc.t the proposed rctes 

arc not only compensatory but they ar9 ~~out tho same cs tho :-D.tes 

of its competitors. 

Pacific agreed to revise Section D of Schedule lOS-T 

in accordanco with ~ recommc~tion of the st~:f"f. This section, 

which specifies rates on a cost basis for special equipment not 

named in the t.::.riff, ",il1, in its revised. for:, provide for 

review by the COmmission prior to such rates becoming effective, 

to ~nsure ag.::.inst any profcrenticl or discrimL~.::.tory trec~ont of 
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customers. Pacific elso revised tho proposed t~i£f by ~dding ~ 

condition (Exhibit No .. l-B) ~·'hich, co.rrying ot:C its oxisting 

practice, exp~cssly precluees discri~ination in the metter of 

interconnection of' private mobile oquip~ent with the genercl 

excbange en:!. toll switching systec of Pacific, e.s between Pccif'ic f s 

private mobile customers ~nd those o! its competitors .. 

The issues in ~his m.:lttcr were fought primarily on juris

dictional grounds and the interested pc~tics had virtu~ly nothing 

to offer as to the c.deq~cy of the p=oposed r~tes. The CornmissionTs 

opinion is that Pecific T s shOwing was :lore convincing then that 

of the staff.. Also, there is evid.once thz.t the compcti:cg companies 

cr~rgc about the s~e r~tes ~$ ~hose proposed oxco,t, perhaps, 

f"or 1;he higher frequoncy s~~tions; and thzt they find th¢se r~.tcs 

adcqu~te. Mor~over, in tho absence of a convincing shOwing, tho 

Comm:Lssion is reluctant to =cquire c. utility to ch~ge c. higher 

rate thc.n in its judgment is nccessc.r.r.. Except fo~ the very 

high(~st fr(;:quency, 'V1h1ch is still more or less in the experimcnt3.1 

stage, we can c.dequc.tel:r protec~ tho pt:blic by plc.cing Pcci.fic on 

notice t~ t it will be requirod to keep ."ldequc.t~ c..nd accur.::.te 

records of the separate costs of the sorvice by frequency bands 

so that we mey, in any futurQ rete proceedi~gs, be sure thc..t the 

r0gu1~ telephone subscribers ~e not being re~uired to ~ke up 

any defiCits. 

Findj~ngs Il."'l.d Conclus ions 

Based upon.::. consideration of the evidenco, the Commission 

finds c..nd concludes: 

1. That Pacific is .::. tclephono corpor~tion'c..nd Co. public 
utility. 

2. That the priVo.tc mobil€~ con:munice.tion systems and 
service now furnished under contract by Pc.cific and 
proposed in Tc.riff Schedule No. lOS-T constitute a . 
telephone line ~"'l.d public utility telephone service, 
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under the provisions o:r tho Constitution and tho 
Public Utilities Code; end tha~ ?eci£ic ~s dedi
cated tho s.:::me to the ljublic· , ) 

3. That the pri vate t:lobil,~ co:u::runicction equipment 
is necossary or useful in P~ci£ic1S performcnco 
of its duties to tm public o..nd the le~sing of 
such equipment is subj\)ct to Co:l!llissior.. jurisdiction 
as provided in S~ction S;l of the ~lic Utilities 
Code; 

4. That the Commission ~.er Soctions 455, 72$ end 729 
of the Public Utilities Code has the pow~r to 
establish rctcs for privcte mObile communicction 
systoms in lieu of contracts. 

5. rn~t the Commission und~r Section 455 of the PUblic 
Utilities Code ~s the power to ccccpt, cltcr or 
pc~nently suspend tho proposed ~ctes or to 
0~tab1ish other rc.tes \o\thich i.t finds to be just 
end rec.son~ole. 

6. Tnet tho proposed retes, except fo~ c revision of 
Section D rclc.ting to ~;pocial ~uipmcnt end 
Arrc.ng~ents of Schedul~ No. 108-T, ~d the 
inclusion of Conclition II, EY~ibit No. l-B, as 
hereinbefore mentioned, end exce,t'for the i'rG
quency re.nSc of 400-470 mage-cycles, c.rc just c.nd 
re~soncble; thc.t Pccif~c should bo required to 
:-evisG s~id Soction D es provided in the order 
hereof, to add 'Co Sched:w.t: No. 10$-'1' th<: Condition 
in ~~oit No. l-B, c.nd ~o ~pply & 10 percent 
surcb.c.rge on the rate p'or month for l:..td $tction~ 
c.nd for mobile st~tion~; where the f~cquon~1 of 
opcrc.tion is \\"ithin the froqu0n~J re.ngo of 4.00-4.70 
megacyclos pending i'urthQr study c.nc1 ~cc~u1ation 
of sopc.rc.te costs by frequoncy bends on this 
sCrvic c; end upon Schoo ulc No. 10$-T boing so 
revised c."1d supplemented tMt th~ suspension shoulc. 
bo liftod. 

INTER!!.: ORDER 

The Commission hAvir.g on April 24, 1956, instituted 

investigation of Schedulo No. 10$-'1' of The ?ncific T~l~phonc end 

T~logrc.ph Compc.ny c.nd hc.ving suspended said schedule until 

August 28, 1956, and on August 21, 19;6, ~ vina; extended the 

susp~nsion for ~ period six months beyond August 2$, 1956, public 

hec.ring hAving been hold ~d the Commission being of the opinion 

t~t tho rc.tes should be c.uthorized on an interim b~si3 pending 

further anz.lysis of tho costs; therefore, 
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IT IS HEREBY ORDERED th.'J.t: 

1. The suspension of oper~tion of ~id Schodul~ No. lOS-X 

filed by Advice Letter No. 6371 is lifted subject to the following 

conditions : 

~. Pacific slu:.ll r~vise Schedule D o~ O:'-iginal 
Sheet 9 to rC:ld: "For spacio.1 cCl,uipment end 
arr~~gcmcnts not specifically covc:cd in 
this schedule, charges equivalent to the 
estimated cost of furnishing suc~ cquipcent 
nnd errc.ngcmonts apply, sub j cctto prior 
roviow of such chc.rgcs by the: Public 
Utilities COmmission of the Stato of 
California. (Includes use of ho~sing, 
POWO~1 ~nd ~~to~ support to tho Telephone 
Company's r~dio sites, ~nd prc/ision of 
=p 1i tudc modul~ te d (AliI) equip:ncnt.)" 

b. Condition 11, sett"'crth in EY.hibit l-B, 
shell be c.dded to Or1gi~1 Sheot 17 of 
Schedule No. lOS-T. 

c. Pacific shall fi10 c. supplecE:nto.l ro.te 
teriff sheet or rc:V"'..i.sc the filing in such 
c::,nner as to provide c. 10 percent surchcrge 
on the monthly rct~j applicable to ~nd 
stations c.m to mol~ile stations whcr~ tho 
operQ. ti~ frcCl,ucnc:L es c.ro in the rc.nge 
400-470 mogccycles~ 

2. Pacific shell augment :L ts Cl.ccounting records in such 

m=tnner as to keep sepm-~tc memor.;:,.."1d~ that -rill p~rmit it to develop 

the complete capitcl, rovenu<.:, (~xpc:nSGs, net revenue z.nd r~tQ of 

r~turn on f.], deprcci~t£ld rete bc.:~e for its private mobile communicCt

tion systems by froquency b~ds in the future • 

.3. P.lci.fic sh.::.ll mC'.ke and file reports Wi tll the Cozt:nission 

at six-month intorv~ls, thu fir~lt report being based on the six-month 

interv,~l ending AugU3t 31, 1957, .:nd filed wi thin forty-five dQ.Y~ 

thorc.lftcr, shOwing rcv~nuos received from ~ s~rizing the cost 

of providing pr1vc.te mobile ccmm,unicc.tion systems by frequency 

b~nes, and continue m~king such reports until fi~l order by tho 

Commission in this proceeding. 
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4. The Commission retains its jurisdiction in this 
metter pending filing of the r~ports ,~ the 
determin~tion by tho Commission of tho proper 
final rete levels for t'hG privc.t(;: mobile communi
c~tion servico. 

5. ?aci£ic sh~ll give persons now recei'V'ing privc.tc 
mobile communicc.tion service under filed contracts 
tho option of continui:cg to receive such service 
under the provisions of such contr~cts for ~ tc~ 
not exceeding fiv~ yccrs or of ter.mi~tiDg such 
contracts ~t cny time and thorcc.ftcr receiving 
servico under the filed t~ri£f. 

6. The effective d.:ltc of this order shcll be t·..,enty 
d~ys .:ll'ter the dc.to hcr~30f. 

, 1957. 
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APPENDIX A 
P~g(~ 1 of 2 

LIST OF A?PE~~ANCES 

For Rospondent: Pillsbur/1 l:~cl!son & Sut::'o oy Arthur T .. Geor?,e 
~nd Fr~ncis N. ~~rshnll. 

Protcst.:ults: John E .. Scho;tfly for Commercic.l Comcunic::ltions, Inc., 
I'1obil~ Rr:dio, I:lc., Vcrr.on C. Starr - Ben ~'J~erl. dba Orange 
County Radio Telephone Sc~.ccITnomas Poor dbc ~tikersfield 
Electronics, Robert Cr:1bb d'bo. ~eio Communications Servic~, 
Kern Conmnl."'licc.tions Co., Ch.:trles C .. l~;oore doe.. P.:l.citic Raciionics, 
~.nd G. B. Peterson, db:1 Rc.di~o Com::J:unicc:tions S~rvice; 

Edward M. Berol, Bruce R. (i()ernaert for iiic.tson Co:m::tmic=.tion 
Syste~s, lnc., Wo.!ter F. Corbin, Jr .. , d~=. R:1dio Comcu-"'lic~tions 
Sales & Service, Lloyd A. F~ench, ?~dio Engince~, Donald R. 
Cook db~ Electronic Speciclties Co~p~~y, A. E. Gilbcau end 
George Sue, c. co-pcrtnersr~p dba ?~dio Dispatch Co., Alvor 
E. Olson) aba Nor-Cel Telc-rcdio SySt0~, Business ~nd 
Professional Telephone Exch~es, Inc.) ~d Do~ld M. Rico, 
don Tri-City Redio Dispatch Co.; 

T;.rilli.?m C. Worthington, Worthington E. 'rJr.itc for Priva'te 
Communications Associ:ltion; 

Int~rosted Pa.rties: Roger Arnc~b€:rgh, end Alc.n G. Campb~ll for 
City of :::..os Angeles; Y'dlford Springe1:, and Frederick G. Dutton 
for Southern Counties Gcs CCI:o.pc.ny of C.::.liforn1:1; T. J .. Reynolds 
and M:':'"r'I/ Poo Let.ton for Sou't~hcrn Countios G~z Company; 
J,~es Roosevei~ for Houso 01' Repres~n~tives Co~t~e on 
S;n~ll Business; \1;.:1112.00 Curtis Collins for County of Los 
Angeles; Dion R. HoEi :-.r.d. ?o:iil-ri. Beck' ~or City ruld County of 
Sc.n Francisco; A. ~,!. L.'1l'llbert for C:!lilorni~ '!Jl~ter em Te!ephone 
Compc.ny; Ne:l1 C. n~sbrook fc,r Calif'or~ I:ldependent Telephone 
Associ~tiot',; J .. J .. Deuel end :Sert Buzzini for Calitornia F~ 
Bureau Feder~tion; Jozc' h E. Keifer for ~ number of private 
users of Industricl ~dl.O :'c,ci ities .:nd Petroleum Industry 
Electrical :"ssoci~tion; I.. S:. Chap'Oclea!". Jr., for tJ:estern Oil 
and Gas Association; Clnrenco wJoo HUll for Goncrcl Ser\~ees 
Administration) U. S. c.ovcr:cmc:l.t. 

Other Appec.rc.nee: ~urcnce A. Sulli vc.n for the Gznewell CO:llp.2ny. 

For Commission Staff: Bo::-is H. I..akusta ~nC. \llilli~m ".t!. Dunlop. 



C. 5754 EX 

APPEJlDn A 
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lIST OF WIT~esSES 

Evidence ~.".as presented on bor..clt" of respondent 'by Clifford F. 
Goode, Robert M. Cunningh~" Hubert L. Kcr~z. 

Evidence wo.s presented on boh.'llf of tho protcstcnts by Robert C. 
CrD.bb" Tnomas Ruckle Poor" Dc)nc.ld R. Cook, 'Z'heodo:-c X.1errill. 

Evidcnco we.:; presented on behc.1f of the int erestcd ~rties by 
Josepb E. Keller, Cedric V. Keeley, Frederick G. Crowder, ; 
Arthur C.. Hohmc.nn., 

Evidence was presented by persor.s on their own or their firmTs 
be~lf by Osborne H. D':'j, KCI'lnan H .. Bo~d.; Chc.rles S. Hutchings, 
Howc.rd S. Fisher, Philip ? Crowell, Albe~ R. Pearson, 
Raymond C. Cho.1'l'ec, Dr. H. V. Peto" vJilli.'l::t S .. Kod.:l, Joo P. 
La go.ttut.'l, John Ba.lma. 

Evidence Wc,s presented. on bahel! of the Coma:ission stdf by 
Pc.u1 ?oponoe, Jr., Jcmos P. Haley. 


