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Decision No. 59031 

BEFORE THE PUBLIC UTILITIES CO~SSION OF THE S~TE OF CALIFOP~IA 

In the Matter of the App~icatlon of ) 
mE PACIFIC 'l'ELEPHO!.'4"E AN!> IEI..F.GRA~H ) 
COMPANY, a corporatj.otl, for ,,"ueb.o:-:'. ty ) 
to sell to Hc1')ry St1.'tX'g'Zo~ a'Ocl SC':l, ) A??lic,"!t:io1) No. 41211 
Bal~ersf:!.eld, C~liforI):r.s, cer'I:.'li1) "\ 
private mobile radiotelephone system 2 
equipment. ) 

-------------------------------) 
.Q,P!NION ~'!]) ORDER 

The Pacific Telephone and Telegraph Cocpany filed this 

application OD JUDe 9, 1959, seeking authority pursuant to Section 

851 of the Public Utilities Code to sell certain private mobile 

ra.diotelephone system equipment to Henry Sturgeon and Son, Bakers­

field, aDd to waive applicable basic terciD4tion charges. Applicant 

is now furtlishing this sece equipcatlt to purchaser under a contract 

dated JaDuary 18, 1955, as modified by aD agreecent dated Ncvecber 

20, 1956. 

Purchaser has agreed to pay aDd applicant has agreed to 

accept the SUI:). of $1,850 for the equipment listed in Exhibit B 

attached to the a?plication. Applicant 6stimates that the book cost 

of these facilities is approximately $6,200. Applicant bas further 

agreed to waive the basic termination charges called for under the 

terms of the January 18, 1955, contract as modified. At the time the 

application was made, termination charges amounting to approximately 

$300 would have beeD applicable. 

Applicant first furnished private cobile c~unieations SY8-

teltS in 1948 under contract by which it leased and maintained equi?­

::lent for custOtlers' use and operation. In the past several years a 

number of proceedings have come before the Comcission involving the 

providing of such private ~bile communications service by applic~~. 
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Decision No. 50837, dated December 7, 1954, in the consolidated pro­

ceeding Application No. 33935 ~ld case No. 5570, orclered Pacific to 

file copies of all existiDg special contracts for service iDCludi'Dg 

those for private mobile and ordered that all new contracts and 

codifications of existing contracts be submitted to the Coccission 

for its approval. By Decision No. 51271, dated March 29, 1955, in 

Applications Nos. 35843, 35844 and 36551, the Comc1ssion exercised 

jurisdiction over two contracts for private mobile cocmunications 

service by requiring as a conditioD of approval that charges to the 

two customers involved, SoutherD California Gas Company and Southern 

CoUIlties Gas Company of California, be increased to avoid any burden 

on pacific's general telep~oDe users. In Decision No. 51271 the 

Commission concluded that such private cobile communications service 

provided UDder contract would be public utility service and stated, 

in part: 

''We are convinced that it would Dot be in the public 
interest to prevent Pacific from following new lines 
of development in the coccunications field. That 
monopolies must be regulated with respect to rates 
8lld service does not i'O.ply that they cust be barred 
fr~ conttibuting to and profiting from technological 
progress. We concel. ve it to be our duty to prevent 
them from taxing their ratepayers to finance experi­
ments. But we do not conceive it to be our duty or 
cotlsistetlt with our duty, as servitors of the public 
welfare, to prevent theo from eDgagitlg in new projects 
at their stockholders' risk." 

As a resule of an 3gressive sales policy, the number of 

contracts under which applicant provided setv1ce increased rapidly_ 

OU March 30, 1956, app11cacc filed Xar1££ Schedule Cal. P.U.C. No. 

lOS-X conta.1n;i.ng the ra.tes and co:cdi tions applicable to such service .. 

Following receipt of protests relating to the propriety and reason­
ableness of this tariff schedule, the ~sB1o:c suspended Tariff 

No. l08-T and i:cstituted an investigation on its own motion. On 

January 29, 1957, the CoccissioD. issued Decision No. 54438, holding 

private mobile comcunications service to be pub11e uti11~ telephone 

-2-



e· 
• A-41211 GH 

service and ordering Pacific to keep adequate records to per.cit it to 

develop capital~revenue, expense, net revecue and rate of return OD 

a depreciated rate base for private oobile service to iDsure that 

regular telephone users are not be1ng required to cake up any deficits 

arising froc such service. In the last general rate increase pro­

ceeding of The Pacific Telepholle 31ld Telegraph COt:lpaDy, Application 

No. 39309, the Comcission stated in Decision No. 56652, dated May 6, 

1958, as follows: 

"With respect to applicant's private mobile service, 
this Coomission has heretc!o:e placed app11caDt on 
notice that such service would not be peroitted to 
place a burden on applicant's telephone subscribers.4 
The evidence indicates that such service has fallen 
far short of the rate of recurn applicaDt had aDti­
ci pated for it (1.3 per Cc:l ~ as cocpared wi til 6.8 per 
Cetlt) • Since applicatlt is Dot DOW seeking increased 
rates for such service, the staff adjust:cent has the 
effect of recoving any effect of the deficient reve­
nues of this service froc the revenues required to 
be supplied by the regular telephone use~s~ The 
adjust:ceDt is proper 3Xld will be adopted berein.. It: 
will be revised only to the extent Decessary to 
recognize the rate of return to be accorded appli­
ca:ct here1tl. 

4 Decisiotl No~ 54438 itl Case No. 5754, issued 
January 29, 1957. u 

Subsequently, Pacific filed Application No. 40934, request­

ing auChori~ to caDcel immediately Tariff Schedule Cal. F.U.C. No. 

10S"T aDd to wi thdrD.w froQ the furo1shitlg of private mobile service 

.. , 

by Jatlu.ary 24, 1961, except. as to services that may be provided to the 

United States Government. App1icact stated as reasons for withdrawiDg 

th~t the Federal Communications COmmission has Dot licensed any Dew 

customers seeking to obtain facilities frOt:l appliCaDt aDd that it is 

not fair to its present customers to hold out hope of a cont1nuitlg 

service which applic:ant asserts will not be available after January 

24, ~961, except as to services provided to the United States Govern­

ceDt. By Dec1sion No. 58699, dated June 29~ 1959, the Commission 
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deDied applicant's request findillg that applicant is physics.lly and 

legally able to perform its dedicated service aDd that a prc=ature . 
abatldom:lent of this service Qight result in an ecollomic loss atld 

burden on applicant's other types of service and customers. 

~le the cost of plact involved in this particular sale is 

small in relatioll to applicant's California rate base, the latest 

sec1annual report on tbe results of private mobile cocmunications 

systecs operation for the period ending February 28, 1959, filed pur­

S\Ul.Xlt to Decision No. 54438 ill Case No. 5754, shows applicant's total 

investment in such operation to be over $3,000,000. The Comcission is 

of the opinion that applicant's re~lar telephone users should ~ot be 

compelled to make up any losses resulting from Pacific's self­

divestment of its private cobile comcunic4tions operations. 

To ensure that full information will be available to the 

Cocmission for its consideration in future rate proceedings, the 

order herein will provide that applicaDt shall submit a cost determ­

ination showing any unrecovered costs related to this sale of private 

mobile cocmunications equipment. Such unrecovered costs shall be 

computed by deducting depreciation reserve as of the beginning of the 

current year from the book cost of the equipment, adding recitted 

termination charges and subtracting the agreed sales price. Depre­

ciation reserve, as used above, shall be the acOU'Dt of the recorded 

depreciation reserve accrued against the equipme~t being sold. If 

such recorded reserve is not available, 8Xl allocated depreciation 

reserve shall be determined by applying the reserve ratios by acCOUI:t~ 

axld s\lbaccoUIlts for the appropriate acCOU'Dt1~g area of the applicant 

to the book costs of such equipcellt by accounts and subaccolmts. 

In this application Pacific offers no information to demon­

strate enat it is not phYSically and legally able to co~ti~ue perforc­

:f.ng this dedicated public utility serv:lce for Henry Sturgeon and Son. 
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However, the leasing. and ~nten811ce of private mobile radiotelephone 

systecs is a competitive coccunication service.Dot having the mono­

polistic character of regular telephone service. !he Coccission takes 

official notice of the fact that in the Bakersfield area Sturgeon 

mMy obtaitJ essentially the same ~nteDaxlCe service for the purchased 

equipment fro~ non-utility enterprises at competi~ive cocmercial rates. 

The Comtlission has considered this 'Q8.tter aDd is of the 

opinion that the graDting of the application subject to the conditions 

set forth herein is not adverse to the public interest aDd that a 

public hearing is not necessary; therefore~ 

IT IS HEREBY OPDERED that af:er the effective date of this 

order and On or before December 31, 1959, ap,lic~t is authorized to 

sell to HeD~ Sturgeon and Son for $1,850 the private ~bile communi­

cations equipment described in ~~bit B attached to the application 

and to waive the basic termination charges applicable to such equip· 

ment, subject to the following conditions: 

1. Applicant shall immediately notify purchaser in writing of 

all of his options relating to private ~obile comcunications service 

provided by applicaDt purSuaDt to Ordering Paragraph 5 of Decision 

No. 54438 and shall submit a copy of such writteD notice to this 

Comcissio'D. 

2. Applicatlt shall prepare a:od subm1 t to this Cocmission a 

cost determi'DatioD showing, with supporting detail, any unrecovered 

costs related to this sale of equipment, cocputed as described above. 

3. Applicant shall accouot for the sale of this operative 

public utili~ property herein authorized in accordance with the 

"Instructiotls for Telephone Platlt AccourJts", Section 31.2-25, sub­

section (g) as set forth in the UDiforc Systeo of ACCOUDtS for Class 

A. and Class B Telephone Companies prescribed by this Commission 

effective JaDuary l~ 1958. Applicant shall furnish to this Commission 
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a. copy of dle journal cmt~ or eatri.ea uaed. eo recorci Cl1S Mle 013 

ita books of acCOUDt. 

4. Wi tb1u thirty days after the author! ty herein granted is 

exerc:f.sed ... applicant shall DOt=1fy tb1.s Comm1S81o'l) in wr1t1Dg of the 

date of the eompletion of the sale of property here:f.'D authorized aDd 

of its compliance with the conditioDS hereof. 

'l'be action taken herein shall not be cOD8trued to be a 

finding of the value of the property herein authorized to be sold. 

lhe effect! ve date of this order shall be tweDty days after 

the date hereof. 

":---~-..:.~owailOloo-_____ , california, tb1s 


