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BEFORE nm :PUBLIC tJ'TILITIES CO~SSION OF '!BE STATE OF CALIFORNIA 

In the Matter of the Application of 
JOSEPH S. RAY, an individual, for a 
certificate of public convenience and 
necessity to construct, maintain and 
operate a 1:elcphone exchange in and 
about the vicinity of Refugio, Santa 
Barbara Co\mty, California. 

In the Matter of the Joint Application ) 
of JOSEPH S. RAY, an individual, and ) 

fo:m1a corporation, for (1) authority 
SEA-ISLAND TELEPHONE COMPALW a Cali- ~ 

of Joseph S. Ray to assign .and transfer 
to Sea-Island Telephone Company a ) 
certificate of public: convenience and ~ 
necessity ~ furnish public utili~ 
telephone service in .md about the 
vicinity of R.efugio and· adj acent 
islands, Sanca Barbara County, ~ 
California, and (2) au.thority of Sea
Island Telephone Company to issue and 
scll its capital stock. ) 

In the Matter of the suspension and ~ 
investigation on the Commission t s own 
motion of exchange· area .expansion in 
the Santa Barbara Exchange of General ) 
Telephone Company of California, filed ) 
by Advice Letter No. 1055. ) 

) 

Application No. 41378 
(Amended) 

Application No. 41761 

Case No. 6391 

David Ginsburg and i1111iam Gumpert and Orrick, 
Dahlquist, rlerr:i.:D.gton & SutCliffe, by Warren A" 
Palmer, for Joseph S. Ray and Sea-IslanC: 
telepnone Company, applicants; and interested 
parties in Case No. 6391. 

Albert M. Hart and A. Ralph s~rhJr., for 
General telephone--Company 0 ~1 ornia, protestanc 
in Applicati~ No. 41378, interested party in 
Application No. 41761, and respondent in Case No. 
6391. 

Neal C. Hasbrook, for california Independent Tele
phone ASsociation; and Harold Gold .oncl Cl~de F. 
Carroll, for United States Department of iavy, 
interested parties. 

J" Calvin Sf.mpson and Melvin E. Mezek, for the 
Commission staff. 

OPINION -- .... --.~- ........ 
Nature of the Proceedings 

The above-entitled matters involve two mutually-exclusive 

p%'oposals for the establishment of exchange telephone service in .an 
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unincorporated mainland area 1n and about the vicinity of Refugio 

near Santa Ba~bara. One proposal is that of Joseph S. Ray, an 

individual, and Sell-Island Telephone Company (Sea-Island); the other 

is that of General Telephone Company of California (General). 'J:h.e 

proposal of Ray and Sea-Island also involves the establishment of 

exchange telephone service on. four of the nearby Santa Barbara 

islands. 

The b.;lS 1c :Lssue in these proceedings is whether Sea-

Is land's proposal to serve the c11spu1:ed mainland area and offshore 

islands with exchange and toll seX'V'ice is more compatible with and 

in the pUblic interest than General's proposal to serve the mainland 

area with suburban extended service and to continue the present 

arrangements of serving the offshore islands with mobile radio and 

toll service. 

Sea-Island's Proposal 

Ray filed Application No. 4137$ on August 5, 1959, and an 

.amendment thereto on January 7, 1960. !be application, as amended, 

seel<s a certificate of public convenience and necessity 1;() construct, 

operate and IIlalntain five dial telephone exchanges as follows: one 

on the mainland Co be designated as Cabrillo exchange and to include 

the localities of Refugio, Capitan, Tifiguas Ranch, E1 Capitan Rsneh, 

Refugio Beach State Park and El Capitan Beach State Par!t, all in 

Santa Barbara County; and an exchange on each of the offshore :1s1:mds 

of Anacapa, Santa Cruz, Santa Rosa and San Miguel. 

On December li:-, 1959, r~y and Sea-Island Telephone Company, 

a California corporation, jointly filed Application l~o. 41761, 

requesting au~rity for Ray to assign and transfer the certificate 

sought under Application No. 41373 to Soa-Islandand authority, for 

Se.o-Island to issue and sell capital stock. Application x!o.4137<3 
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and Application No. 41761 are, therefore, considered to be an' 

integrated proposal to establish service to be provided by Sea

Island .. 

Under Sea-Island's proposal, .as contained in the appli

cations, subscribers in its Cabrillo, or mainland, exchange would 

have extended cal1in& to telephones in the v700dland 7 (Golet.l) 

office of General's Santa 'Barbara exchange. During the hearings 

Sea-Island offered an alternative proposal for the matnland,pro

viding for local service only in the Cabr1110 exchange without the 

feature of extended s.ervice into General's v100dland 7 office .. 

Exchange service would be provided by Sea-Island on each 

of the offshore islands. Island~to-island service and island-to

mllinl~nd service would be provided on a toll basis. 

General's Proposal 

Under Ac1v1ce I..ctter No. 105S, dated November 9, 1959, 

General filed revised tariff sheets providtng for expnnsion of its 

Santa Barbara exchange to add the same mainland 3l:ca which Sea

Isl~nd proposes to inclu.de in its Cabri110 exchange. On December 1, 

1959, the Commission suspended these revised tariff sheets .and 

instituted Case No. 6391" an investigation to, determine whether 

General should be au1:b.orized to expand its Santa Baroa-r3 exc:hange 

to include . the contested area.· 

Under Advice Letter No. 107l, datcd,;February 19, 1960, 

General undertook to file maps designating the four offshore islands 

as separate telephone exchanges. This ~dvice letter was rejected 

on February 23, 1960, because the filing did not include the types 

and classes of service proposed to be rendered or the· rates or 

conditions under which the service would be provided. Insofar as 

exchange telephone service by General is. concerned" therefore" these 
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proceedings are limited to a consideration of the proposal made utlcler 

AiJ.vice Letter No. 1055, which relates only to the mainland area. 

General's propos.al provides for the mainland area to 

become a part of its Santa Barbara exeh:mge, with extended service 

throughout the Santa Barbara extended .area. General would eont:i.nue 

to offer communications service to the offshore islands under its 

present radiotelephone tariffs. 

Public Hearings 

Public hearing in Application I~o. 41378 was held in SanUl 

Barbara on September 22, 1959. Subsequently, Application No. 4137& 

was consoliclated for hearing with Application Ho. 4.1761 and Case l~o. 

639l, and combined public hearings were held on January 26, 27 and 2S, 

1960, in I.os An,e;cles and on March lb.., 15 and 16, 1960, in Santa 

Barbara. On the last-mentioned date, these matters were submitted, 

subject: to the receipt of concurrent briefs which were filed with 

the Commission on J1.me·10, 1960. 

Proposed Exchange Areas and 
Present Serving Arrangements 

The contested mainland area is roughly rect.-m.gular and is 

33 square miles in area. Its souehem side fronts upon the Pacific 

Ocean for appro:dmately nine mil.e~, and the area extends in'and about 

four miles. It is bounded on land by three exchanges of General's 

Santa Ba%bara district: Gaviota exchange 'Co the west; Santa. Ynez 

exchange to the north; and Santa Barbara exchange to the east. The 

southern half;, for a distance of from two to two· and one-balf miles 

inland from the ocean shore, is used for agricultural purposes;) 

p::tncipally cattle grazing. Beyoncl this distance, the tenain rises 

,,""oruptly .and the X'etIlainder of the area lies with~ Los Padres 

National Forest., There are a total of 74· habitable buildings :in the 
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area~ 17 of which arc unoccl.lpied. The only comme:re~l establisJ:xment 

in the .area is 8 servl.ec station. General now provides toll station 

telephone service in the area, which is "unfiledu , i.e., not in

clucl.cd in the exchange area maps of the filed tar-ffs of arty tele

phone utility. Existing 1:elcphone service is furnished through three. . 
magneto toll circuits. During January 1960, General was ser.ri.x>.g 17 

subscribe:s and two public pay stations :Ln the contested mainland 

ax-ea. 

lloXlacapa Island is 700 a.cres, or slightly over one· square 

mile in area, and lies approximately 12 miles southwest of Point 

:Iuencme. 'I'he isl~ is composed primarily of volctm.icrocl~. There 

is no source of water on the island, and all supplies, including 

water, must be shipped in. A total of 538 acres, which is unoccupied 

and unattended, has been designated as a :l.iltional monument. A 

Coast Guard station, staffed by eight men, oecupies the remninde: of 

the island. !he station facilities include a li8hti-..ouse and radio 

beacon. !he Coast Guard has its own radio c01XIm1.lXlieations to 'the 

mainland as well as a system for intercomrmmicating wi~1n the 

station. 

Santa Cruz Island, the next island to the west of Anacapa, 

encompasses about 62,000 acres, or 96 square miles. '!here are two 

sheep ranches on the island, one of approximately 55,000 acres and 

one of 6,500 acres. Depending on the season, a total of £~om 11 to 

l7 men are employed on the t:wo ranches. Each :anch has its own 

inte~c:ommunicating system., as well as radio· communications to the 

mainl.:m.d. There is no radio or wire communcations between the two 

ranches. In ado.itiO'n to the two ranche:::, the United States Navy main

tains an installation on Santa. Cruz. The naval installation :Is 
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staffed by 17 personnel. The l~avy maintains a radio sys.tem for 

communications with the mainland. 

Santa Rosa, the next isl::md to the west, 'is about· ao square 

miles in area. The island is owned by a Los Angeles cattle SynCicoilte. 

In addition to the cattle-raising operations on the island, there is 

a United States AU: Force :lnst:tllation staffed by 200 airmen. 

General provides two radiotelephone circuits from the Air Force 

installation to its Santa Barbara toll board. One circuit serves the 

Au Force station private branch exchange and the other serves seven 

pay stations located within the airmen's barracks. In addition, 'I'h.e 

Pacific Telephone and Telegraph Company (Pacific), in cooperation with 

Gencxal, provides a number of leased line circuits 'to the 1~iJ: Foree. 

San Miguel Island" the furthest west of the four islands, 

has been removed from. forther consideration herein. Pursuant to a 

stipulation entered into by the parties to these proceedings, Sea

Island withdrew its request for a certificate to establish a telephone 

exchange on San ifJiguel Island. This stipulation followed a statement 

by counsel for the united States Navy to the effect that the Navy was 

giving consideration to oojeeting fo:mally to Sea-Islane's propos41 

for San Miguel Island. 

Testimony of Public vlitnesses 

Approximately 20 public witnesses, 12 of them being sub

scribers to General's service, testified that they preferred the 
; 

service .and rates proposed by Sea-Ist.:md. All of the public witnesses 

expressed dissatisfaction wi~ the toll-station service being pro

vided by General. Their complaints concerned dissatisfaction with 

party-line se::vi.c~, waitinz fo::: the operator, non-oial :t:nstr\l%ncues, 

service outeges and non-selective =ingine. The service difficulties 

complained of appeared to be typical of those generally experienced 
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in rlJrOll areas where multiparty line magnet:o toll station se't'Vice is 

provided. The expression of the public witnesses in fwor of Sea

Island service clearly indicates that they desire urban service at 

urban rates. The fact that under General's prOpOsal the local 

calling area woul<i include Santa Barbara and carpenteria, whereas 

these points would be subject to toll charges under Sea-Island's 

proposal, did not appear to offset the fact that under General's 

proposal tl%'ban service would entail the appl:£.cation of standard 

suburban mileage charges based on the distance the indiviOual sub

scriber w~s removed from the Santa Barbara base rate area. 

One public witness, representing the o-wner of a cattle 

ranch on Santa Cruz Island, testified as to the desir.ability of 

Sea-Island's proposal for providtog exchange telephone service to 

the offshore islands. 

Discussion of Sea-Island's Prcreos.al 

Sea-Island's proposal woald permit virtually all potential 

telephone subscribers to receive urban grades of service, i.e., 

individual- and two-party line service) without mileage charges or 

line extension charges. Sea-Island aehieves this form of rate 

treatment, which is highly acceptable to the subscriber, through the 

device of clesigning its proposed base rate areas to :inclu.<ie all 

prospective subscribe~s for its serv:Lee wi.thout regard ~ the normal 

engineering and economic considerations of base rate area design, 

such as subscriber density .and distance from the cC'ntral office. On 

the ma1nl.and, the resulting base rate area is extendee and asymmetri

cal, and, on the offshore islands, the base rate areas are circular 

with one base rate area to each and (!!Very subscriber. 
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1'he proposed rates for principal grades of Sea-Island 

serviee are-shown tn the tabulation below: 

Exchange 

Cabrillo (Ma:inl.and) 

Offshore Islands 

Class and Grade 
of Service 

Business 
Individual Line 
Suburban Line 

R.esidenee 
Individual Line 
Two-Party Line 
Suburban Line 

Business 
Individual L:£nc 

Residence 
Individual Line 

Rate Per Month 
J1.xtenaea Local 
Serviee~'- Serviee 

$9.00 ~Z.lO 
&.50 7.50 

7.00 6.30 
5.00 4 .. 50 
4·.50 4.00 

9.00 

7.00 

.:: To v100<l1ancl 7 office of General' s ~ta Barbara exchange. 

The rates shown above for ~Atended service fo~ the basis 

upon which Sea-Island solicited applications for -serviee .' from. resic1euts 

of its. proPosed Cabrillo, or mainland, exehange. On the last day' of 

heaiiUg·,'··Sea-Island introduced an alt~rnativc proposal providing. for 

local serviee only ~ the Cabrillo exchange without the feature of 

extended service into the 'Hoodland 7 office of General. TIle record 

does n~t show that prospective subscribers to· Sea-Island service were 

apprised of this latter proposal. 

The proposed level of exehanze rates is not of great 

significance in making an estimate of the results, of Sea-Isl.a:nd's 

ope:C3tions. Under Sca-!~land' $ ext~ded service p-roposal, less than 

20 percent of its revenues would coma from exchange operations, since 

over 20 pe%'cent of its revenues would;, according to its own sepa:cations 

study, have to come from interchanged toll. Uuder Sea-Island's 

alternative local se'rVice proposal, only 10 pe:ccne of its rcve:l.UCS 

would come from exchanze operations and 90 pe:cent would have to come 

~:om interchanzed toll. The following tabulation, t.a.keo. from. Exhibit 
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Uo. 12, shows Sea-Island's estimate of the level of i1:5 separaeed 

eaxnings at the end of the first year of operation on an extended 

service basis: 

Interchan8ed 
All Other Total Toll 

Revenues $ 39,981 $ 7,.231 $ [:.7,212 

Expenses 28,742 6,323· 35,065 

Net Revenue 1l,239 903 12,ll :-7 

R.ate Base 145,9[.,7 29~951 175,908 

Rate of Return 7.7(f/. 3.03% 6.9lJ. 

Sea-Island's estimate of nearly $40,000 in toll revenues 

results from the application of an assumed 7.77. rate of return to a 

toll rate base of about 837. of Sea-Island's to~l plant investment. 

Acco:ding to Sea-Island's own figures, based on an estimated develop

ment of 100 stations and an' estimated axmual originating toll usage 

of $140 per station, its total toll bill!ng to customers would be 

only $14,000 per year. Sea-Island assumes that the telephone utility 
, . 

with wb:!eh it would interchange toll traffic would be requi'red by this 

Coumdssion to "make it whole", i.e., to pay to Sea-Island the 

difference between the actual toll billing to its cus~s and its 

full toll operating costs plus a rate of return of 7.1'1.. By Sea

Island's est:im.a.te, this dif1:erence would amotmt to $26,000 per year. 

This Commission, in Decision No. 56652, date& May 6-> 195$, 

in Application No. 39309, fotmd a 7.71. rate of ret1.Xrn to 'be reasOtLable 

for traffic interchanged between independent companies and Pacific. 

Said decision, however, made no determ1n.ation .tlS to the rate of 

return for traffic wholly over the lines of :indepenc1ent companies. 

~'1ithout commenting on the applicability of the 7.71. retu.-n 

to any toll 1:affic Sea-Island might intcrchanze with Pacific,. the 

ev1denee in tb.is ease shows that over 60 percen~ of Sea-Island's toll 
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trOlffic would. be in1:erchangecl with Gcnerlll. lb.e evidence also shows 

tt~t General is not earnfng a 7.7% return on the operation of its 
.' 

Santa Barbara Cotmty toll routes. If the Commission were to require 

General to compensate Sea-Island on the basis of full cost plus a 

7.7 percent rate of return, it is possible that General, in turn, 

would require compensation. '!his compensation might ulti.molt:ely have 

to come either i:-rom General's 0'Wn ratepayers or :&om toll users 

throughOt.1t 'the Sta'te of california. 

v7hile this Commission subscribes to the proposition that 

independent telephone utilities should be adeql.l3tely compensated for 

their interchanged toll operations, and that tbe full cost plus 

reasonable rate of return formula generally affords an equitable 

means of providing adequate compensation~ an examination into the 

unusual nature of Sea-Island.' s proposed operat:tons gives conclusive 

tndie~tion that the 3pplication of such a settlement fo~la to Sea-

Island would not be in the public inte:cst. 

Included in Sea-Island's total plant investment of $176,000 

is an investment of ~ome $88,000, exclusive of station equipment, in 

a microwave system to be used to se:ve the offshore islands. Sea

Island has allocated this investment entirely to toll. Initially 

this microwave system would be used to serve four prospective sub

scribers. Th.is would amount to an investment of $22,000 per' statio:l.. 

Giving credence to Sea-Island's optimistic est~te of 33 island 

stations, which includes futu:e l:lilit3l:y SUltions) the invest:ment per 

isl~d station would still exceed $2,600. Loo!dng at Se.a-I~lanc1':; 

over-all proposed operations, it is seen f:om Exhibit 1'10. 12' that 

$l76,000 :in 'Plant investment would be =equired to se::vc a total of 

100 stations. !his amounts to an investment greater than $l,700 per 

station, exceedine by several t:i.:nes the statewic1c average investment 

per station for all telep~ utilities. 
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Exhibit No. 45 lists the 56 telephone" companies in this 

countxy l'UlV1ng less than SOO stations which reported to the United 

States Independent Telephone f~sociation in the year 1953 and all 

Class C and D telephone utilities in california. '!his exhibit shows 

the highest investment per station of any of these companies to be 

$860, with over 90'7. of them having .m investment per station of less 

than $500, as contrasted with Sea-Island's proposed investment of 

over $l,700. 

Of the telephone companies lis'Ced in Zxhibie No.' 45, the 

hi8hest annual toll revenue per station in 1958 was $167) and ('.Ne'r 

901. of all the listed' companies had toll revenues per station of 

less than $89 per year. Using Sca-Island's station estimate of 100 

stations, the $40 ,000 of toll" settlement revenues which Sea-Island 

would require :In order to earn a 7.71. rate of return equates to 

around $400 per station.· 

Discussion of General's Proposal 

Under General' $ proposal the mainland area would become 

nSuburban Zone No. 2ft of the Santa Bubara exchange with dial 

extended service throughout the Santa Barbara extended m:ea, in

clud:tng the Ca..-penteria exchange. Suburban l:f.ne service would be 

offered at the same level as applies to Carpenteria. Urban ~3cies 

of service would be offered at the Santa Bazobara monthly rates with 

applicable mileage charges. The rates applicable to the principal 

classes and grades of service under General's proposal are as fo11owc: 

Class and Grade of Service 

Business Service 
Ind-ividual I.:f.ne 
Two-PartyL:tne 
Subu:t'ban· Une 

Residence Service 
I:o.&ividu.al Line 
Two-Party Line 
Four-Party r...:f.ne 
Suburban Line 

. -11-

Rate Pe-r Month 
Bxchirige Mileage Charge 
~~r8e Per 1/4 Mile 

$9,.90 
8.20 
9~50 

5·.35 
4.60 
3.80: 
4.55 

$0.75 
SO' . .. 

0.75 
.50 
.35" 
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't-1ith respect to the offshore islanc!s, General would 

continue to offer fixed cd mobile radio~lcphone service from its . 
tong Beach system to the non-military popul.:ltion on the islands. 

It would continue to provide radio comm.tmications to the milita%y 

installations on the islands in cooperationwit1~ Pacific. 

Comparison of Prmsed Rate Treatment 

Both proposals provide for dial c..'"<:clumge service for the 

contested mainl3nd area, the basic difference being that under Sea

Island's proposal the base rate area would be so elongated and so 

. configurated that practically no subscribers to urban grades of 

sel:'V'ice would Pa::! suburban mileage charges) whereas under General r s 

proposal subscribers to urban graCes would pay mileage charges from 

the S3nt~ Ba:rbOlra base rate area bounda'ry. l'bese mileage charges 

would vary according to the subscriber's location and zrade of 

service and would range from abou1: $9.00 to $45.00 per month. Under 

General' s proposal, however:l subuxban-linc dial ser.Ticeowould be 

available without mileage charges. 

General's proposal provides a greater extended calling 

rang~ than docs Sea-Island's. Under General's proposal,. subscribers 

would have calling access,. at no additional charzes,. to all stations 

in Santa Barbara and Carpenteria. Under Sea Island's local service 

proposal all c~lls to stat£ons outside the Cabrillo exchange would 

be toll; under Sea Island's extendec1 service propos.al,. subscribers 

could call the "V7oodland 7 office of the Santa :3arb.::o:a exchatlge 

without addi1:1.on.:ll charZcs. The evidence indicates, however ~that 

~e$idents of the proposed Cab:illo excl~e do not h3ve a high 

calling rate to the t<7oodland 7 office but that, instead, their 

communi'Cy of in'tercct is <!irected toward the n:orc central .a:eas of 

Santa Barbara exchange. 
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Exhibit No. 2S is a study of the subscriber monthly billing 

effect of Sea-ISland's proposal as against General's proposal. The 

exhibit shows that, based on calls made du::::ing the month studied, 

under Sea-Island's proposal, the present subscribers to toll station 

service would have- p~id a total of $242.80 in exchange and toll 

charges for individual-line service ~th free calling locally and to 

the 'Vloodland 7 office. Under General's proposal these same sub

scribers would havc paid a total of $177.15 tn suCh charges for 

suburban-line service with free calling tb.%'oughout the Santa Barb.ara 

and Carpenteria exchanges. For :i.:ndividual-line service, however, 

General's total charges would have been appreciably greater than 

Sea-Island's, because of the effect of mileage charges. 

Comparison of Ability to Serve 

Sea-Island does not now, and has not previously, operated. 

a telephone system. It estimates that it will tal~ from nine months 

to one year for its proposed system to becO'.:ne operative. Sea-Islan<l 

'to1i1l be. managed by an outs ide service company with day-~o-clay 

commercial services being conducted by the opera1:or of a local 

gasoline station. Its financial plans are not crys1:allized. It 

hopes to £~ce its plant tnvestment with a 90% Rural Electrification 

Administration (REA) loan at 27. interest. It has, however, no 

comnitment from the RZA for such a loan. If the &ZA loan is'denied, 

Sea-Island would attempt to finance with lOO% common equity. Neither 

Sea-Island~ nor its promoter, offered ~ balance sheet or other 

financial statement in evidence. Sea-Island itself is a corporat~ 

without present assets. 

The financial success of Sea-Island, and hence its ability 

to provide adequate and dependable telephone service to the public, 

appears to depend completely upon its being guaranteed a 7. 77.'r~te of 
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return on its ~o11 operations by contracting to have either General 

or Pacific pay it $26)000 each yeer ~re than the revenues generated 

by Sea-Island'ssubser1be%s. Sea-Island does not have such a contr3ct,~ -
nor does it have a con~ract for another utility to perform, as it 

contemplates, the timing and ticl~eting of subscribers' toll calls 

and the handling of special service calls such as information and 

repa1r se:rvic:e. 

Sea-Island's plan for providing service to the area appears 

to ignore engineering and economic realities. Boiled down to its 

essence~ Sea-Island proposes to offer high cost exChange service'at 

non-compensato:y rates and intends to make up the resulting deficit 

througl1 the provis~ of a guaranteed rate of return settlement 

con~r.oct with another telephone utility. 'I'hc evidence docs' not show 

that Sea-Island could, in fact, 'be ~de whole through the operation 

of st.1Ch a settlement contract. The separations study upon which 

Sea-Island based its earnings esti:.alate containS obvious major 

infirmities) and it was not fully and properly supported by $ea-. 
Island's witness on separations. R.ather th.an being .an objective 

and aeeu:ate separatiC>n$ study, it appears to be a device introduced 

into the proceedings for the puxposeof m.aldng Sea-Island's proposal 

. appear economically practicable. Further doubt is cast upon Sea

Islandrs earnings es~tmate by its stae~ development forecast, which 

is clearly.shown by the evidence to be too optimistic. Considering 

the low level of revenues which could reasonably be expected to be 

generated from its subscribers, in the light of the large plant 

investment required, Sea-Island's proposal is seen to be unrealistic. 

On the other hand, General's service and financial 

capabilities axe 3 matter of record with this Commission. General 

now serves the area surrounding the contested mainland area" and it 
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presently owns toll station facilities in the area, which can be 

utilized at low cost to proviae dial extended service to the Santa 

Barbara exchange. General states that the modifications necessary 

to provide such service can be provided within a maximum. of two 

wcc!'.S • 

General's differential and cost effects of providing Sant~ 

Ba.rbara extended service in the contested arC;L are shown :in Exhibit 

1'10. 32,' which indicates that General's proposed serving plan w:Ul 

produce revenues sufficient to meet the estimated full costs· of 

providing such service. 

'lilith respect to the off:::hore isl.ltlds. the evidence shews 

that the cost of providing exchange service would be prohibitive in 

view of the gross disparity between the plant investment which would 

be required and the' revenues which could be realized nom the small 

prospective station development. '!he record 1nd:tcates that the 

present serving arrangements for the islands a%e meeting all present 

requirements of the militaxy, and tb:1t radio communication is now 

available to "tbe very limited civilian activities on the islands. 

Findings and Conclusions 

The COtmnission finc'is and concludes that ~a-Isla:nd's 

proposal is purely speculative and wo~ld be adverse to the public 

interest and that, therefore ~ the applications of Joseph S. Ray and 

Sea-Island Telephon~ Company should be denied. 

T'tl.C Commission' further finds and concludes that: the public 

~tcrcst requires General Telephone Company to expand its Santa 

Barbara e,cchange to include the contestee mainland area as !?rovided 

in its Advice Letter No. 1055 and attache<i revised Cal. P.U.C. S'.aects 

Nos. SlSZ-'! through 817S-T, inclusive. 
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OR.DER --------

Public hearings having been held, evidence having been 

received, and the matters submitted for decision~ 

IT IS ORnER.....~: 

1. That Application No. 41378, as amended, and Application 

No. ~.1761 be and they hereby are denied. 

2. That Case 1'1'0. 6391 be and it hereby is d1scont:l.nued and 

the orders therein <lated December 1" 1959 and March 29 ~ 1960 be 

·and they hereby are vacated; the suspension is lifted and the rates 

filed by the General Telephone Company of California under Advice 

Letter No. 1055~ R.evised Cal. P .U.C. Sheets Nos. 8168-T through 

8175-T, inclusive" are accepted and shall become effective on the 

effective date of this order. 

The effective elate of this order shall be twenty days 

after the date hereof. 

Dated at ___ ~_'.a.tL_~_~_CJJI_·IIC_O ____ ~ Ca1i£om1a~ this ~~ 

day of __ .... SNR?-.....TE"'-IIMII,I;B .... E"'"~ ___ , 1960. 


