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BEFCRE TEE PUBLIC UTILITIES COMMISSION OF THE STATE CF CALIFORNIA

In the Matter of the Application of
TUCLUMNE TELEPHONE CC., a Califoxmia
coxrpoxation, foxr am order suthorizing
it to publish, file and place in
effect rates in two exchanges to be
Cesigaated Oak Rum, Shasta County,
and Shingletown, Shasta and Tehama
Counties, California.

Application Neo. 43939

investigation and suspension of tariff
sheets, Cal, P,U.C. Sheets Nos. 2168-T
through 2182-T, filed by CITIZENS
UTILITIES COMPANY OF CALIFCRNIA under
Advice Letter No. 141.

Case No. 728¢
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Yazzera, Spyder & De Mortini, by J. Calvert Sayder,
for Tuolume Telephome Co., applicant in
Application No. 43939, intexested paxty in.

Case No. 7286. :
Bacigalupi, Elkus & Salinger by William G. Fleckles,
for Citizens Utilities Company of Califormia,
protestant in Application No. 43939, respondent

in Case No. 7286.

Wiliiom L. Xnecht for Californmia Farm Bureau
Federation, interested party in Application
No. 43939 and Case No. 7286, and for Shasta
County Faxm Bureau, interested party in
Application No. 43939.

Glenn Aldridge for Shasta County Farm Burecau, and
M. A, Walters for Local 1245, Internmatiomnal
Brotherhood of Electrical Woxkers, AFL-CIO,
interested parties in Application No. 4393Y.

Paul Popenoe, Jr., for the Commission staff.

OPINICN AND ORDER

Nature of Proceedings

On November 20, 1961, Tuolumme Telephone Co., herein-
after referred to as applicant, filed Application No. 43933 seek-

ing authority to esteblish rates for two new telephone excharnges
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ic Shasta and Tehama Counties in an area east of Redding, between
Millville and Mt. Lassen National Park_and to file and place in
effect rates in seid excheuges. After due notice, public;hear-'
ing was held before Exaniner Leonaxd 3. Petterson in Redding

on Jerusry 24 and 25, 1262,

Citizens Utilities Compeny ¢i California, hereinaftex
referred to as protestant, appearccd zt the hearing end protested
on the basis that the area inm questior was contiguous to c¢ertain
of its existing exchanges and it intended to file revised tariff |
sheets co a5 to externd its exchaﬁg; t2lephone scrvice into the
arca. After applicant had complered its showing, protestant was
permitted to present testimony as to its plans for sexzving the
srea and the matter was adjourned to San Francisco for completion
of protestant's testimony and for presentation of the study madé
by the Commiscion's staff concerning applicant's proposal. The
cztter was submitted on February 2, 1362, at the close of hearinags
in San Frameisco on February 7, 3 and 9. | |

Luring Che course of the udjourned hearing, proﬁcstant
on February 7 filed with the Commlgsion Advice Letter No. 14l
submitting toriff sheets to establist base and exchange rate
arcas, together with cwchenge service rotes in substantially ﬁhe
same area as filed on ov applicént. A copy of said Adwice Letter

was enterzd 25 Zxhibit No. 12 In the proceedings and protesteaat

presented testimeny thereon. Prior to submission, the principal
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varties to the procescing agreed that should the Commission sus-
pend protestant's Advice Letter filing and institute an oxder of
investigation therein, the recoxd in Application No. 43935 would
constitute the record in such investigation proceeding.

By oxdexr dated February 26, 1262, Case No. 7286, the

Coumission suspended the tariff sheets submitl:ted by protestant's

‘said Advice Lettex filing until June 7, 1962 and instituted an
investigation into the propriety thereof.

By oxder dated April 3, 1562, the Commission set aside
submission of Application No. 43939 and set it for further. hear- |
ing on a consolidated basis with Case Ne. 7286. After due notice
to all appearances, a consolidated hearing was held in San ‘
Francisco May 2, 1962, at which time the aforesaid stipulation /
between applicant, protestamt, the California Farm Bureau Federa-
tion, and the Commission staff was entered, making the record in
Application No. 43939 the recoxrd in Case No. 7286. There being
RO protest to such stipulation, it was received and both matters
wexe submitted subject to the filing of concurrent written statgé

ments. Said statements having been received, the matters are |

now xeady for decision.

Applicant’s Proposal

Applicant is a public utility telephone coxrporation
presently owning and operating a telephone system furmishing
exchange and toll telephone service to approximately 600 subscxribers

in the community of Tuolumne, Tuolumne County.

L/

~ The suspension was later extended. to Septembex 7, 1962, by
Commission order dated May 28, 1962.
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The exchange areas proposed to be served by applicant
in this proceeding comstitute approximately 638 square miles in
southern Shasta and northern Tehama Counties, located generally
between Millville and Mt. Lassen National Park and extending
north, on the west boundary, beyond the Pit River and south to
include the community of Manton in Tehama County. The area in
Shasta County includes the commmities of Cak Run, Ingot, Fernm,
Waitmore, Kilarc, Shingletown, and Vi;:)la. Large cattle and ‘hog.
ranches constitute the primaxy acti.v:i..ties‘ in the area; in
addition there are several lumber firms logging timber and a
laxge state fish hatchery whichk is located in the Manton area.

Applicant proposes to establish two exchanges to be
known as Cak Run Exchange and Shingletown Exchange, with bound-
aries as showa on the map which is Exhibit c attaéhed to the
application. Base rate arcas would be established at Oak Run,
Whitmore and Shingletown. Centrxal office buildings would be
constructed é.t Fern £or the Oak Run Exchange and at Shingletown
for the Shingletown Ex;:bange. Onc-hundxed-line in::'.-'tial. capacity
dial office equipment would be installed in each umattended
exchange, with inter-exchange extended area service provided by
microwave linkage. The microwave repeater imstallatiom would
be located on Blue Ridge Mountain which is approximately half way
betweer. Shingletown and Oak Run. From this micro&ave repeatex

there would be both-way linkage to Redding for toll and operator

service, to be provided by the Pacific Teiephone and Telegrapn

Company.
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Applicant proposes to offer one-, two-, and £6ur-par£y
sexvice outside its base rate areas at lime mileage chaxrge rates,
and to have 2 maximum line £ill of eight on rural lineé. It
proposes to incorporate in the design such mo&ernhfeatures as
terminal-per-station operation, full selective ringing, intexcept
equipment, and conversation timing. Applicant's engineering
consultant testified that the system is being designed to meet
the Commission's General Oxdex No. 35 and also'requiremeﬁts
specified by the Rural Electrification Administration (R.E.A.).
Applicant has requested permission to waive line extension
charges‘for a period of ome year, but if such permission is not
granted, applicant desires to compute such charges om a project
vasis and possibly prorate them ovex a five-year period. The
record shows the line extensiqn.charges to be estimated at
abovt $35,000. | |

The proposed construction is estimated to cost $507,8QO.
Details of this amount by account numbers and subacecounts are set
forth in Exhibit F attached to the application. Applicant_is
an established R.E.2. borrower, having financed virtually all of
its telephone operation im Tuolumme with loans obtained from the
R.E.A. Applicant intends to finance the proposed system by
means ¢f a supplemental loan f£rom the R.E.A., having filed a
preliminary application in the amount of‘approximately $500,000.

Applicant's president testified in detail as to plans
for operating and maintaining the proposed system. He intends

to employ two maintenance men, ome to live in each exchange

arez. One of these would be primarily a central office and
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nicrowave man, and the other would be an outside comstruction

¢+ man. Both would make station installatioms and would, frowm time:
to tixe, assist the other inm his duties. The billing would be
handled from the Tuolumme office and it is not anticipated that
any additional office perxsomnel would have to be hired és, by
using cycle biliing, the workload would be equalized throughout
each month. No additional exeggtive peréonnel is contemplated
as applicant’s president testiéied that he would provide supexr-
vision and administxation for the operation and his time and
expenses would be prorated between the two operations. He
testificd that if extensive repairs were required due to storm
damage, he would be able to tramsfer personmel from Tuolumme
oxr couid have construction.crews available from outside con-

tractors in 2 very short period of time.

An estimate of the fixst full year of operation show-

ing estimated revenue, expenses, rate base, and Tate of return
on a separated basis is shown by Exhibit E attached to the
application. This estimate shows a 7.7% rate of return on
Interchaﬁged Toll,1.3% on Cther, and a 3.17 for Total operatious.
Applicant's president testified that the estimates for expenses
were based on his experience at Tuolumne znd tramslated to

the proposed operation on a per-station basis. Thé rates pro-
posed by applicant zxe contained in Exhibit‘D attached to the

application and may be summarized as follows: .




Applicant's

Proposed
Tariff Schedule and Class Rates pex
and Grade of Service Month

No. A-l, Individual and Party Line Service

Business Sexrvice: ‘ '
O'De Party - s ® e . - ) $15‘¢00
NO ?axty *« o o » ’ 12.50
Extension Station . . : 2.00

Residence Service:

One Party . .

Two Party . . « » :
Four Paxty . . . .
Extension Station .
No. A-2 Suburban Service

Eight Party Business Sexvice . . . .
EBight Party Residence Sexvice . . .

No. A-3 Inter-exchange Receiving Service
BUSINeSs Service + + v 4 - 4 o o . .
No. A~4 Mileage Rates
Each 1/4 Mile or Fraction Thereof:
One Paxrty o o o o ¢ o « o & o «

Two Paxty . « « «
Four Paxty . . .

No. A-5 Public Telephome Service

Exchange MeSSage « o = v« o = o « o o o

Rates for service other than those tabuléted above
would be those curxeatly filed and applicabie in applicant's
Tuolumne operation.

Applicent represents that there is a present need for
telephone service as proposed. According to the testimony,
applicant's survey irdicates there are 22 potential business
subgexibers and 472 potential residential subsceribers. At the

time that the application was filed it was represented that
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the only telephone service available in the area was toll station
service provided by protestamt through approximately 22 stations.
Applicant's president testified that it was his best estimate
that the proposed system could be constructed’anq placgd‘in'opera-
tion ome year fxrom the date authority to proceed is granted by

the Commission.

Protestant's Proposal

Protestant's plan to provide telephone sexvice to sub-
stantiaily the same axea as proposed by applicant is set forth
in Exhibit No. 12, which is a copy of protestant's Advice Lettex
No. 14l and suspended taxiff sheets. Protestan;fs vice-president
and gemeral manager of telephone operations and also the assistant
general manager presented testimony to further explain details

of the proposal. Under the plan, protestant's existing Millville

Exchange would be enlarged to include therein the Oak Run and

Ingot areas by line extension service. New and separate

exchangat would be establiched at both;Whi:more and

Shingletown. The exchange area boundaries as proposed are shown
on the map submitted as Exhibit No. 6. Multi-party service

would be provided, including protestant's regulaxr urban and
suburban grades of sexvice with full selective ringing, terminal- -
per-station equipment, but without conversation timing. Toll
cormunication would be effected by pole line plant with toil
carrier applied. Base rate areas would be established in each

of the exchanges but extended area service would not be offexed

between exchanges. Protestant has not requested that line
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extension charges be waived as it believes such a practice might
be discriminatory to its othexr subscribers. It is estimated that
the proposed sexrvice plan would cost $46%9,000, including the
utilization of $33,600 of pole lines and wire already installed
which now provides toll service in the area. Details of the
estimated cost are set forth in Exhibit No. 9. |

The xates as proposed by protestant for'the Whitmoxe
and Shingletown Exchanges would be at the same level as the high-
est cxchange rates existing in protestant's other exchanges inm
California; whereas, the rates applicable for service in the
Millville Exchange, including the extension embracing Oak Run
and Ingot, would be the protestant's lowest rate level in Cali-
fornia. These rates for the principal gra&és-of sexvice may be

suzmarized as follows:

Protestant's Proposed
Rates Per Month
Oak Run. ‘Shingletown and
Class and Grade of Service Extension Whitmore Exchanges .

Business Service: ‘
One Party . . . « $4.30
Two Paxty . - .. « e« 3.50
Extension Station . L1.00

Residence Service:
One Party . . . « . 3.00
Two Paxrty . - « . ~-
Four Paxty: ‘ . 2.25
Extension Station . . .75

Suburban Exchange Service:

Business . « « o o o » .
Residence . ¢ v v o & » .

Protestant's estimated separated results of the first

full year of operation as presented in Exhibit No. 10 and using
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a 7.7% rate of return on interchanged toll develops a 5.3% total
rate of return f£or its Oak Run extension and 5.7% for the cou-~.

bined Whitmore and Shingletown exchange areas.

Public Witnesses

The testimony of 23 public witnesses comprises a sub-
stantial portion of the xecord. Of this pumber, 19 were residents
or nad business interests in the proposed service area and without
exception they wexe cxitical of protestant's past performance in
the axea, either as to the poor quality of toll service rendered
ox failuze to provide prospective subseribers with helpful
information concerning requirements to obtain service. The
genexal tenor of the testimony was that protestant scemed to have
no real interest in ascertaining or fulfilling tbhe service needs.
of the residents watil interest in the axea was evidenced by the 
applicant in this proceeding.

0f those queried as to their preference in serving
agency, thixteen testified unequivocally‘theyfwould prefef appii-~
cant, and four testified in effect that they had mo preference
between applicant and protestant. Four of the public witnesses
who testified were residents of the Hat Creek area which ié.
east of the proposed sexvice area and ome to which protestant
tad recently extended sexvice from its Burney Exchange. In

general, they testified that they were satisfied with the sexvice,

which, it should be noted, had only been established for a period

of a few weeks.
The only outside witmess who testified in favor of

Frotestant was the representative of the International Brotherhood
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of Electrical Workers who stated that the members of his union
who are employed by protestant enjoy good wage and working condi-
tions which would assure a high type of workmanship. He also
testified that his union favored the granting of the texritory to
protestant as it would help maintain job stability forx ﬁnion mem-

bers and would result in lower subscribers' rates for suéh members

residing in the area.

Position of the Staff

A staff engineer made a study of applicant's proposél;
including a field survey, and presented'the_results in Exhibit No.
19. The principal conclusions he reached were: (1) There exists
a growing population in the area which indicates a ﬁotential of
about 500 telephone subscribers; (2) existing telephone service
ié entirely inadequate; (3) applicant's éstimates-of‘plant costs
and expenses are reasonable.

The staff representative cross-examined witnesses exten-
sively and developéd the following points and recommendations:

1. Applicant proposes exchange boundaries to include
cexrtain sparse uniphabited territorieslfbr which there is no
present exchange requixrement. This could result, in the future,
in an unsatisfactory service arrangement when such territory
becomes developed, and the boundary limits as proposed should
toexefore be restricted in the northwest portion and the noxtheast:
and east portions S0 as to include only those areas in which therxe
is a present demand for such exchange sexrvice.

2, If appiicant's request to waive line extemsion chaxges

is not granted it would be reasonmable to spread the effect of
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such line extension revenues over a five-year period. This would
result in a $7,000 offset to the eétimated local service ammual
revenue requirement, thefeby permitting a reduction in the pro-
posed basic exchange rates.

3. The estimate of separated earnings studies presented by
both applicant and protestant may have considerable merit for
evaluating the reasonablemess of propbsed rate levels, but to
insure that rates authorized are neither excessive nor burdensome
on the utility's other customers the utility furnishing exchange
service in the area should be required to submit an earnings study
based upon asctual plant, revenue, and expenses existing in the area
for the second full calendar yeaxr of operation following establish-

ment of such service.

Position of the California Farm Bureau Federation

The representative of the California Farm Bureau Fedexa-
tion took am active part im the proceeding through-cross~¢xamination
and also by sponsoring certain public witnesses and by presenting
exhibits consisting of correspondence with the protestant and
certain residents of the area concerning service difficulties
and efforts to obtain service. Im pis:statement of position he
recommended that, based on the evidence and the expressed prefgr~
ences of the public, the territory inm question should be awarded

to applicant.

Findings and Conclusions

The record c¢learly establishes that the existing tele-
phone service in the area under consideration is entirely

inadequate and that a public~need‘exists:for an exchange service
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of the type proposed by both applicant and the prote§tant-. The
issue to be decided then is simply which of the two competing
utilities should be awarded the area. Although the competing
plans may be considered gemerally as equivalent, a comparison
indicates that there are many differences in details and in almost
all cases these details indicate a higher quality of service undex
applicant’'s proposal. The more importdnt: of such details included
under applicant's plan are: (1) Exchange and base rate area
sexvice in the Cak Run area rather tﬁana suburban service
from Millville; (2) extended area sexvice between exchanges;
(3) eight-party rural service as compared with ten-pérty;
(4) greater capacity in system for expamsion; (5) full selective
ringing in all areas including Oak Run and Ingot.

The principal advantages offered by protestant's proposal
are lower exchange rates and lower toll ‘charge§ to Redding for
Oak Run and Ingot axea subscribers. Protestant's position is
that it should be awarded the area on t;he basis that it will sexve
at lower rates than applicant, and that its larger pool of manpower
and financial resources will afford greater assurance that the
area will be efficiently maintained and operated. The contention
is also made that the adding of this operation to its existing
system, in which five of its present exchanges are in neaxby or
adjacent territory, would increa.sé the overall efficiency of such
existing operations.

Applicant's position is basically that it should be
awarded the area as it took the iniﬁiatiVe in detérmining the

sexvice needs of the residents and property owmers in the area,
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that it has demonstrated it is capable of financing, constructing,
and operating and maintaining the proposed system and that it will
offer a better grade of service than pxotestanﬁ.

In considexing this matter, we are aware
that when protestant took over operation of the Millville Exchange
in October, 1956, and converted it to dial operation, it also took
over certainm toll facilities in the area under comsideration, and
despite mumerous inquiries and evidence of interest on the part of
Tesidents and property owners in the area for an improved grade of
service, protestant took virtually no action over a five-year
period to aseertain what impxoﬁements should be made, until
applicant evidenced an intense and genuine interest in the area.
The record is replete with evidence of the public dissatisfaction
with the protestant’s past activities in the area.

Applicant, on the other hand, has taken the initiative
in ascertaining the telephone needs which exist and will exist
in the area, has prepared a plan to meet these needs, has gained
the support of the potential subscribexrs and, through testimony
presented relative to its existing operations in Tuolumme County,
has demonstrated that it is capable of carrying out the plans
for serving the area hexein comsidered.

After caxefully considering the entire record in this
proceeding, we find that the public interest so
overvhelmingly favoxs service by the applicant that the comsidera~
tions in favor of the protestant's lower rates are overcome and
appiicant should be'allowed te sexrve the area. 4n order should

be issued substantially granting the request of applicant. We




" A. 43939, C, 7286 GT/ypox

further find that the exchange bourndaries as requested by appli-
cant are too extensive on the northwest, northeast and east,

end accordingly the oxder herein will restrict the boundaries

to moxe reasonable limits.

We also find and conclude that to grant applicant's
request to waive the line extension‘charges for a period of omne
year would be discriminatory to later subscribe:srand, accordingly,
such request will be denied. 'However, it would be reasonable
for applicant to compute and apply such charges on é project
basis and, for purposes of establishihg_ratesAfor Service,
we find that the estimated revenue fr@m line extension ™.
charges in the amount of $35,000 should be spread over a five-yeax
period, which will result in a $7,000 lower annual revenue require-}
ment than estimated by applicant, and the rates herein authorized
will reflect such revised revenue calculations.

In oxdexr that the Commission may be informed as to the

results of operation under the rates as authorized, applicant will’

be required to submit a special study showing the xesults of

operation for the second full calendar year after establishment
of the service, such study to be based upon actual plant, revenues,
expenses and usage then existing in the area.

Consonant with our conclusioﬁ and order herein granting
applicant the right to serve in the terxitory undexr consideratién,

we hexeby find and comclude that the suspension of protestant's




A. 43939, c!se GT/ype*

tariff sheets submitted by Advice Letter No. 141 should be made
permanent and the oxdexr herein will so provide.

We also find and conclude that, until such time as
applicant establishes sexrvice as herein authorized, protestant
has the obligation to provide toll sexvice in the area in accord-
ance with its filed tariffs. . |

Concurrent with the establiéhment of service by
applicant, protestant will be rel:‘.eve.d of the obligation to pro-

vide toll service in the area.

Public hearing having been held, evidence having been
received, and the matters having been submitted foxr decision,

IT IS HEREBY ORDERED as follows: |

1. Tuolummne Telephone Company is authorized to establish

in Shasta and Tehama Counties its Oak Run and Shingletown
exchanges in the area as delineated om the map, Exhibit c,
attached to the application, except‘ tHat the northwest boundaxy
of the Oak Run exchange will be defined by a lime parallel to
and one mile northwesterly of Highway -299, said line ruoning to
where it intersects with applicant's proposed boundaries. oﬁ. the
east and west respectively; énd' the 'northeast and’ easterly
boundary of said Oak Run exchange willv be defined by an eastexly
extension of applicant's proposed boundary rumning along the
dividing line between Townships 33N and 34N from its présent

eastward extremity to the point of intersection of Sections 33
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and 34 of R2E, T34N, and Sections 3 and 4 of R2E, T33N, thence
running due south along section lines to the intersection with
applicant’s proposed south boundary of its Oask Run exchange.

2. Applicant's xequest to waive‘iine‘extension chérges for
one year is demied but it is authorized‘and‘directed':o compute
and apply its line extemsion charges on a project basis in
gccordance with Iits tariffs except that such charges may be averaged
2nd applied equally to all initial applicants for service.

3. Applicant is authorized and directed to establish toll
rate centers at the central offices to be located at Fern and
at Shingletown. |

4, Applicant is authorized and directed to establish base
xate areas at Oak Run, Whitmore, Shingletown, and at such other
axreas as may be appropriate and to submit for staff review the
proposed base rate area boundaries not less than 120 days before
establishing service in the proposed exchanges.

5. Applicant is authorized to file with this Commission
after the efféctive date of this order and in conformity with
General Order No. 96-A the schedules of rates attached to thais
order as Appendix A and, upon mot less than five days' notice to
the Commission and to the public, to make such rates effective
coincident with the establishment of sexvice.

6. Applicant is directed to prepare and submit to the
Commission a separation study showing the results of operation
for the second full calendar yeax after establishment of serVice;
such study to be based upon actual piapt, revenues, expenses, and

usage then existing in the area.
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7. The authorii:y herein granted will expire if not exercised
before March 1, 1964, |

8. The suspension of tariff sheets Nos. 2168~T through
2182-T, filed by Citizens Utilities Company of California under
Advice Letter No. 14l is hereby made permanent. | |

9. Concurrent with the establishment of service by appl‘:;cant:'
in the area, Citizens Utilities .Comp,msf of California will be and

is relieved of the obligation to provide telephone service through

its toll stations in the area.
The effective date of th:’.si oxrder shall be twenty days
after the date hereof.

Dated at __ S Prnd®0 coiifornia this ng'
day of WEUST ' | 1962, |

 President

Comfssione:s

‘ T. Lyn Fox '_
CommissionersEverett C. McKeage, being

necessarily sbrent. did not participate’
in the dispositiocn of this procoeding.
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Appendix A

The following xates are authorized for Oak Run and
Shingletown exchanges:

Tariff Schedule and Class

‘ Rate perx
and Grade of Service Month

Schedule No. A-1,
individual and Party Line Service

Business

ch One-Party Station
Each Two-Party Station
Each Extension Station

Residence
ach One-Party Station
Each Two-Party Station
Each Four-Party Station
Each Extension Station

Schedule No. A-2
Suburban Sexrvice

Each Eight~Party Business Station
Each Eight-Party Residence Station

Schedule No. A-4, Mileage Rates

Each 1/4 Mile or Fraction Thereof, Airline
Measurement

One-Party | .60
Two=Paxrty ‘ .40
Four-Party : ‘ 25

All Other Services

Rates and charges for all other services shall be
those applicable in Tuolumne exchange. Conditions of

sexvice and rules governing relations with subscribers

shall be those applicable in Tuolumne exchange except
as modified by the order herein.




