
Decision No. 62892 

BEFOP.E THE PUBLIC UTILI'IIE S COMMISSION OF TIlE STATE OF CALIFORNIA 

In the ~~tter of the Application of ~ 
c.~..L!FORl~lA IIITERSTATE IE IEPI-IONE 
COMPAl~!, a corporation, fo~ authority 
to establish, maintain and operate a ) 
telephone exch~ge at California City, ) 
Kern County, California, to provide ) 
te lcphone e~cch:;2nge service in the ~ 
C3liforni~ City E:tch~nge Area, and to 
file and mal~ effective rates for 
telephone service in said E:lcchange ) 
Area. ) 

) 

In the Matter of the Application of ~ 
COMMUNITY mI.EPHO~'!E C01~.ANY, a corpo
ration, for ~utho=ity to establish, 
maintain and operate a telephone ! 
exchange at California City, Kern 
County, California, to provide tele
phone exchange service in the 
California City E~change Area, and to 
file, establish .ano. ma~ce e:Efecti.ve ) 
rates for telephone service in said ) 
Exchange i.rea, and for permission to 
issue stock. 

Application No. 43371 
(Filed May 3, 1961; Amended 
August 13, 1961) 

A~plication No. 43702 
(F~led August 23, 1961) 

Best, Best & I<rieger, by Glen E. Stephens, for 
California Interst:;2te TeLcphone Company, 
applicant in A,plica~ion N'o. 43371 and 
protestant tn Application No. 43702. 

!-!elm & Budinger, by Jero~e M. Budin~er, for 
California City Chamber of Commerce as 
protestant in Application No. 4·3371 and for 
Community Telephone Company as applicant 
in A~plication No. 43702. 

Californ~a Independent Telephone Association, by 
Neal C. Hcsb=on;e, interested party. 

James Ge Shie!.~!or thc Commission staff. 

OPINION 
--~-- ........ -

1/ 
California Interstate Telephone Company- has been 

p:oviding toll station service in the community of California City 

I7 Hereinatter sometimes referred to as Cali±ornia !Oterstate. 
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fo.. 43371, L:.3M o.s 

since December 20, 1959. It seeks authority to establish and 

provide dial automatic telephone exchange service for such community. 

Public hearing in the matter was held before Examiner F. Everett 

Emerson on May 23 and 24, 1961, at California City. At such hearing, 

the California City Chamber of Commerce protested the g:antins of the 

~equested authority and sou~1t a continuance for .a period of t~e 

sufficient to enable the citizens of the community to bring to 

completion .and present to the Commission a proposal by ~jhich they 

would establish a new telephone company for providing exchange 

telephone service to the community. During the courSe of these two 

days of hcarfng, it developed that California Interstate's rate 

p~oposals were different from those set out tn its application. 

In view of such situation, Califo~-nia Interstate was directed to 

file an app~opriate amendment to its application. Adjournment was 

tal~n to :l date by which the protestant would be fully prepared to 

proceed with its showing respecting service by the proposed new 

telephone company. 
2/ 

In due t:i.:nle, Community Telephone Company,- a California 

corporation formed on July 1, 19G1, filed its application for 

authority to establiSh and provide dial automatic telephone exchange 

service for California City. In accordance with an understanding 

between the parties, reached during the hearings in May, copies of 

all eXhibitc on which the parties would rely were to be exchanged 

not lese than ll:. days prior to the next day of hearing. 

The two applications were consolidated for hearing and 

public hearing thereon was held before Ex~tner Emerson on 

September 19, 1961, at California City. At such hearing, C~lifornia 

Interst~te completed its presentation and its witnesses were fully 

]7 Here~atter somet1mes referred to as Commun~ty Telephone. 

-2-



cross-examined and excused. Community Telephone began its showing 

by introduc:i.ns one of a number of exhibits prepared in the two- or 

three-day period immediately preceding the hearing~ This e:d1ibit 

and the direct e:~amination thereon were at substantial variance with 

Community Telephone's application. It quickly became apparent that 

Community Telephone was relying on tnformation theretofore wholly 

tmdisclosed and was, in fact, proposing financing, management, 

construction and servicinS arrangements as well as earnings est~tes 

diametrically opposed to those to which ,it had previously adhered or 

which it had set forth tn its application. California Interstate 

moved for dismissal of the application of Community Telephone and 

offered submission of its own application for decision. The matters 

were adjourned for ruling on such motion. 

California City is a real estate development covering 

seversl square miles of desert lands some 15 miles to the northeast 

of Mojave~ Its business district, at the present time, lies along 

the Randsbu=g-Mojave Road about C miles east of U.S. Highway No.6. 

The majority of the development presently is tn an area of about 4 

sqWlre miles, lying to the south of the Randsburg-Moj ave Road, in 

'tolhich there are 152 residences .;Jnd 13 business establis~nts. A 

po=tion of the development, cont~ins a recreational .;Jrea, including 

an artificial lake .-:Inc:. a golf course, about one mile to the northeast 

of the busine~s district. An ~ircraft landtng strip is to the north 

of the business 'district. Residences are widely separated, averaging 

fewer than ~~ per square mile. 

Telephone service in the area was first established on 

December 20, 1959 when California Interstate installed the first of 

the presently existtng 21 toll stations. Such stations, being 
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e 
A. l:.J37l, 43702 ds 

loc~ted in business establishments or in out-of-doo~s telephone 

boothG, provide no residential telephone service. With growth of 

the community, such telephone service quickly became inadequate. 

Based upon the real estate developer's plans and estimate 

that ::lome 1100 homes ~''''oulc'i. be built and would require telephone 

service during the first year of development (commencing about the 

summer of 1959) California Interstate looked to negotiation with the 

dcvelope~ in order to provide advance const~uction funds for a 

complete telephone plant to supply the needs of such a number of 

subscribexs~ The est~ted telephone plant costs for such a system 

were on the order of $400,000. Area development, however, haG been 

very substantially lese than first anticipated by the developer and 

has necessitated complete revision of telephone system design. Coste 

for an exChange telephone system adequate to serve the present 

community development and provide for a reasonable margin of growth 

are estimated by California Interst~te to be approx~ately $121,731. 

It now stands ready to make such an expenditure from its treasury, 

the~eby installing the system without obtaining advance funds from 

the developer or potential subscribers. The rates which it proposes 

to ch~rge for exchange service are those ra~es applicable to all its 

e~chan3cc of Gimilar size and ch3r~cteristics. 

111c residen~s of California City as represented by the 

Ch3lllber of Commerce, as well as individually, have informally and 

repeatedly sought improved telephone service from California ~ter-
3/ 

state.- The latter, being uncertatn as to development of the area 

and viewins it as a speculative venture of uncertain prospects for 

17 In ~ass~g. we feel constr~~ea to po~t out ti4at formal com
pla~t to this Commission migt1t have resulted tn obtatning 
adequate telephone service without the'lengthy delays, community 
frustration and anfmosity, and the coots involved in the present 
proeeedingc;. 
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either permanency or growth w~s hesitant to proceed witl~ costly 

construction of exchange telephone facilities. Its attitude seems 

to have been one of "wait and see;'. The result has been one of 

del~y and an increasing public antagonism tow3rd it. Public patience 

became exhllustec'l and public opinion reached a point where some 

residents bec~e insistent that service from California Interstate 

should be refused and a new telephone company should be formed to 

Serve the community. The professional services of a telephone 

consult~t were obtained, telephone equipment suppliers were 

contacted, prcltminary applic~tion for R.E.A. financing was made, 

legal counsel was obtained, a new telephone corporation was formed 

.;;:nd pledges for stocle subsc:'iption were sought. 

The application of Community Telephone sets forth a 

proposed construction program at an initial cost of 0109,900 and an 

est~te that first-year operations would be conducted at a loss of 

approximately $15>000. Proposed financing included the borrowing of 

$250,000 from the Rural Electrification Administration, the sale of 

$100,000 of capital stocIe and the assumption of a conditional sale 

contract of $100,000 for a 7-ycar term at an intcxest rate of 6 

percent. It proposed that its telephone conaultant would supervise 

const~~tion ~nd subsequent operation of the telephone facilities. 

The record shows that CO'lXllllunity Telephone sought a portion 

of itz financing through stock subzcription azreements with home

ownerz in California City and' that by such means it obtained pledges 

totalling no more than $15,000. Apparently such disappofnttng 

response led it to seek other p~ofessional assistance and approxi

mately three days before the hearing of September 19th it sought the 

services of Central Western Company, an organization which provides 
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engineering, technical, accol.m.ting, management, financial and other 

3c=vices to, and controls the operations of, a number of independent 

telephone companies. 

It is clearly apparent from the record that Community 

Telephone h~s had to abandon its basic premises that itc operations 

werc to be strictly a community effort with local control and 

management of operations. As laudable as its original ~spirations 

may h3ve been, tilC plain fact seems to be that it has of itself 

neither the technical, f~ancial nor operational capabilities 

requisite to the successful opexation of a public utility telephone 

service. On the other hand, California Interstate is a going 

concern, well experienced in all ph~ses of the telephone business, 

with the requisite engineerin,z, traffic, management and operational 

departments and adequate financial resources to provide bOtll the 

type and quality of exchange telephone service which the residents 

and businesses of California City are demanding. It already has 

long dist~nce lines in the area. 

In view of the evidence and havinz clearly in mind the 

expressions of public opinion respecting a choice between ctle two 

applicants as contained in the record, the Commission finds and 

concludes that the motion to dismiss should be granted and that the 

present and prospective telephone users in California City as well 

as the general public interest will be better served if the applica

tion of California Interstate Telephone Company is granted. 

The recora shows that California Interstate will be able 

to convert presently e:cisting toll stations to exchange service 

withfn three days of rcceivtn3 this Commission's authorization so 

to do. Furctlcr, the record shows that eJcchangc telephone service 
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~y be cst~blishcd to all of tho~e residences and bU$ine~se~ for 

which California Interstate now holdc signed applications withfn 

~pprox:iIlu.ltely l:.5 day:;;. California Interstate will be directed to 

meeC such scheduling. 

The tariffs which California Interstate has proposed for 

exchange telephone service in C~lifornia CitY7 and which the 

Commission finds to be fair and reasonable for such service, are 

those ~lhich are applicable to its other e:lcchanges of comparable 

size and characteristics. The basic rates are as follows: 

Base Rate Area Service 

Business 
l-Party 
2-P~rty 

Residence 
l-Party 
2-Party 
l:.-Party 

Suburban Service 

O-l~ Mile Zone 
Business, a-Party 
Residence, 3-Party 

l~-ll:~ Mile Zone 
Business, 3-Party 
Residence, 8-Party 

$8.4.5 per month 
7 .05 per month 

$5.50 per taonth 
4.75 per month 
3.70 per month 

$5.90 per month 
3.70 per month 

$6.65 per month 
£:·.75 per month 

California Interstate tariffs contain provisions whereby 

an ~pplicant for service is required to pay line extension charges 

for extension beyond a "free" length. As tl'le name mplies, line 

extension charges are made fo= the extension of lines. An existing 

line is presupposed, else there could be no extension of it. In 

Californi~ Ci~J there are no existins lines devoted to exchange 

se~~icc) thus a problem arises as to when and for whom line 

extension charges may be applicable. California Interstate has 
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ds • 
propo~ed that the line extension provisions of its tariffs not be 

made applicable in California City until 30 days after receiving 

.authoriz~tion to establish the new e::change. In view of the record, 

the Commission finds and c~ncludes that it is fair and reasonable to 

apply the line e~~ension provisions of the tariffs only to d10se 

.;Ipplications for e):change service in California City received 'by 

California Interstate 60 days or more after the effective date of 

this o:t:der. 

California Interstate's proposed base rate area, 

encompassin$ ~1e prospective hi~l-density business district, was 

protested ~s being of too linlited an area. Under the existing 

situation, where p:t:ospeetive telephone subsc~ibers are so widely 

separated, a lsrzer base rate area is not warranted at this time. 

ORDER ... ~- .... -
Based upon the ev.tdcnce and the ftndin3s and conclusions 

set forth in the foresotng opinion, 

IT IS ORDERED as follows: 

1. California Interstate Telephone Company is hereby 

.:luthorizcd: 

(3) To establish an exchange to be 1<n0W11. as California City 

exch3Xlse with e:cchanee and base r~te areas as shown on Exh.ibit Z, 

attached to the ?risinal application and Exhibit No. /.:. in these 

proceeclinzs. 

(b) To establish the toll rate center for said California City 

e:cchange in the NE~ of the NW-t of Section 26, T32S, R37E, Monte 

Diablo Base and Meridian. 

(c) To file and ~1~ effective, coincident with ~te establish

ment of said California City exchange and on not less than five days' 



notice to the public ~nd to this Commission, revised tariff sheets 

which shall reflect the upresent rates" set forth. in E~chibit E 

attached to the amendment to Application No. 4.3371; except, that 

line extension charges shall not be applicable within Sections Nos. 

25, 26, 35 and 36 of T32S, R37E, M.D.B.&M., until the 60th day 

following the establishment of said exChange service. 

2. California Interstate Telephone Company sh~ll file monthly 

w.citten repo=ts with this Commission, for a period of 12 months ~nd 

with the first such repo=t being due not later ~1an ten days after 

the last day of the first full calendar month following establishment 

of ~1e Californi~ City exchange, in which shall be set forth: 

(a) A statement of the number of subscribers served in said 

exchange as of the end of the report inS pC::'iod. 

(b) A statement as to the plant facilities and the costs 

thereof (estimated if the applicable accounting has not been 

completed) added during the monthly period. 

(c) A summary of all trouble reports and subscribe~ complaints, 

pcrt~inin8 to either exchange or toll service within said e~cchange, 

and the dispoSition thereof, fo: the montb.ly period. 

3. the auti10~iz3tions herefnabovc $ranted California Inter-

state Telephone Company will e~~ire if not exercised prior to 

April 30, 1962. If said auct10rizationc are exercised, California 

Interstate Telcphone Company chall notify this Commicsion ~ writin3 

of the date on which the California City exchangc is established 

withtn five days thereafter. 

4·. If the 3uthorizations hereinabove granted .;lre exercised, 

Californio Inte~state Telephone Company shall: 

(a) Convert California City toll stations to exchange stations, 

where so requested, within ten days after the effective date of 

this orde=, and 
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(b) Ect~bl1sh exchange telephone service to each of those 

residences and buntaesses for whiCh it has signed applications 

as of the effective date of tb.is order, within sixty days after 

said ~te. 

5. The relief requested by Community 'telophone Comp~ny 

in Application No. 43702 is hereby denied and the ~pp11cat1on 

is dism.isced~ 

The effective date of this order shall be twenty days 

after the date hereof. 
Loa .A.ngalea DsteCi at ____________ , California;, this 


