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BEFORE THE PQBLIC UTILITIES COMMISSION OF THE STATE OF CAiIFORNIA

Application of The Pacific Telephone

and Telegraph Company, a corporation,

anc The Westexn Union Telegraph Company,
& corporxation, for authority to cerry

out the terms of two agreements amending
Contract No. 1, pertaining to the leasing
of circuits within cxchange areas, and an
agreement amending Contract No. 2, pex-
taining to the leasing of circuits
between exchange areas.

Application No. 44163

N e s M A e S s s

Arthur T. George and Maurice D. L. Fuller, Jr., for

The Pacific Telephone and Telegraph Eqmpany, applicant.

Noel %zer for The Western Union Telegraph Company,
applicant.

James H. Krieger and John H. Barrows for Califormia
Incexrscate Telephone Company, intexested party.

Paul Popenoe, Jr., for the Commission staff.

OPINID

Introduction

Pursvant to oxdex of the Commission in Decision No. 39219,
dated July 19, 1946, applicants, The Pacific Telé@hone and Telegraph
Company, hereinafter sometimes called Pacific Company, and The Western
Union Telegraph Company, hereinafter sometimes called Western Union,
entered into two agreements effective August 1, 1946, desigmated Con-
tracts No. 1 and Ne. 2, respectively. In Decision No. 57553, dated
November 3, 1958, the Commissior authorized applicants to carry out
the amendments to said contracts.

- On February 6, 1962, applicants Pacific Compan&‘and Westexrn

Unior £iled the application herein requesting thie Commission to issue

its order authorizing said applicants, as of Jamuvary 1, 1962, to

carry out the terms of:
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(1) 7Two agreemencS«aménding Contract No. 1 pertaining to the
leasing of circuits within exchange areas; and

(2) An agreement amending Contract No. 2 pertaining to the
leasing of circuits between exchange areas.

As alleged in the application, Contract No. 1, as amended,
covers the leasing of circuits within Pacific Company's exchange
arcas and provides, in part, that each party will lease to the other,
upon reasonable notice, circuits of the kinds and under the terms
and conditions therein stated for operation by the lessee £or use
ip the conduct of its public communications business. A copy of the
said Contract No. 1, as amended, is attached to the application as
Exhibit A.

Applicants now propose further to amend said Cootract No. 1
by two agreements. The principal effects of the first agreement, a

copy of which is attached to the application as Exhibit B, would be
to:

(1) Increase the purposes for which circuits leased to Westerm

Union by Pacific may be used to include
(a2) voice coordination of facsimile transmission,

(b) data transmission service, including voice
coordination thereof.

(¢) rxemote control and operation of sensing de-
vices, alsrzs, signals, displays, controls,
computers, and

the local termivation of interexchange cix-
cuits used for various purposes, including
private line leased for voice or alternate
voice transmission.

(2) Permit circuits leased to Western Upiom to be connected

with circuits owned by

(a) the United States govermment on reservations
of the Nationmal Aeronautics and Space
Administration, and
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electric power, or oil, oil products, or
natural gas pipeline companies, or railroad
coumpanies where the circuits of such com-
panies are provided primarily to commubicate
with points located along a xright of way
owned or controlled by such companies and
extending between or beyond exchange areas
of Pacific Company.

(3) Permit termination at both ends, of circuits leased by
Pacific Company to Westecrn Union, when used for voice transmission,
in telephore instrumentalities furnished by a telephone company under
filed tariffs (except such circuits may also be terminated in instru-
mentalities of United States Military Departments or of the Natiomal
Aerorautics and Space Administration where such intercomnection is

authoxized). Through such instrumentalities convection may be made,

where authorized by tariffs, with the general exchange and toll

telephone petworks.

(4) Iovsure that the transmission and signalling characteristics
of the circuits of Western Union, when connected to instrumentalities
oxr circuits of the Pacific Company, are of as high a standard as that
established by Pacific Company for circuits used by it in providing
comparable sexvices.

(5) Provide for making leased circuits available for the purpose
of investigation and clearing of troubles thereon.

(6) Revise provisions respecting the creation of additional
communication chamnels from circuits leased.

(7) Permit the furnishing of circuits by the Pacific Company
to Western Union with special characteristics and specify the reim-
buxrsement therefor.

Applicants further propose to amend said Contract No. 1 by
a second agreement, the sole effect of which would be to substitute
the words "item 6" for the words “item 7' in the first paragraph of
Section 2, paragraph (a) of Contract No. 1 so as to fully conform

said agrement to the terms of Exhibit B attached to the application

herein.
-3-
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As further alleged in the application, Contract No. 2, as
amended, covers the leasing of circuits between Pacific Company's
exchange areas and provides, in paxrt, that each party will lease
to the other, upon reasonable notice, circuits of the kinds and
under the terms and conditions therein stated for operation by the
lessee for use in the conduct of its public communications business.
A copy of said Comtract No. 2, as amended, is attached‘to-the
application herein as Exhibit C.

Applicants now propose further to amend said Contract
No. 2 by an agrecement, a copy of which is attached to the application
as Exhibit D, the principal effects of which would be to:

(1) Reduce the minimum aggkegate amount of circuit rentals to
be paid by Western Union to Pacific Company for the calendar yecar
1963.

(2) 1Increase the purposes for which circuits leased to Western
Union by Pacific Company may be used to include

(a) data transmission service, including voice
coordination thereof,

(b) xemote control and operation of sensing
devices, alarms, sigoals, displays, con-
trols, or computers, and

(¢) private line leased voice or alterpate
voice transmission.

(3) Permit circuits leased to Westerm to be comnected with cirz-

cuits owned by

(a) the United States govermment on reservations
of the Natiomal Aeronmautics and Space
Administration, and

electric power, or oil, oil products, or
natural gas pipeline companies, or rail-
road companies where the cirxcuits of such
companies are provided primarily to com-
nunicate with points located along a right
of way owned or controlled by such companies
and extending between or beyond exchange
areas of Pacific Company.
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(4) Permit termivation, at both ends, of circuits leased by
Pacific Company to Western Union, when used for voice transmission,
in telephone instrumentalities furnished by a telephone company under
filed tariffs (except that such circuits may also be texminated in
instrumentalities of United States Military Departmepts or of the
National Aeronautics and Spaée-Administration where such intercon-
nection is authorized). Through such instrumentalities connection‘
may be made, where authorized by tariffs, with the general exchange
and toll telephone networks.

(5) 1Insure that the transmission and signalling characteristics
of the circuits of Western Union, whep connected to instrumentalities
or circuits of the Pacific Company, are of as high a standaxd as that
established by Pacific Company for circuits used by it in providing
comparable sexvices.

(6) Provide for making leased circuits available for the pur-
pose of investigation and clearxing of troubles thereon.

(7) Revise provisions respecting the creation of additional
communication channels from circuits leased.

(8) Specify the reimbursement for the furnishing of circuits
with special characteristics.

(9) Revise certain rates and charges.

In so far as Californmia intrastate operations are con-

cerved, both Exhibit B and Exhibit D which are attached to the appli-

cation herein provide:

“(1) This amencdment shall not become effective until

authorization of the Public Utilities Commission
of the State of California is obtained.

"(2) This amendment shall be subject to such changes
or modifications as may be required or author-
ized by any regulatory commission in the exer-
cise of its lawful jurisdiction.’




Public Hearing

Public hearing on the application herein was held before
Examiner Wilson E. Clive in San Francisco on June 19, 1962. The
matter was taken under submission upor the receipt of the late-filed
Exhibit No. 2 in evidence on Jume 28, 1962.
Pacific Telephorne and Telegraph Company

The Geveral Tarxiff Epgineer for Pacific Company testified
xegarding the provisions of Contract No. 1 and Contract No. 2 and the
effect of the proposed amendments to said contracts. He furcher
testified that based on July 1, 1961 data, the proposed amendments
will result initially in a decrease of approximately $52,900 in avnual
- revepues of Pacific Company but will not impair its ability propexly
to discharge its respowsibility to the public. The conéract amend-
ments here under comsideration have been effective for interstate
service and in intrastate service in all st#tes except California
since January 1, 1962.

This witness also testified that the basic leasing agree-
ments between Pacific Company and Western Union have been in effect
since 1928 and tbat they are based on the desirability of avoiding,
where possible, duplication of facilities ip oxder to save expense.
The agreements do not purport to impose any obligations on any

companies other than the Pacific Company and Westerr Uniom, and other

companies are pexfectly free to enter into similar agreements with

Western Union or Pacific Company. The Pacific Company has no serving
facilities which enter int§»the service territory of Califormia
Interstate Telephone Company but it does have four East-West tyans-
continental toll leads which cross the terxitory of California

Iazexstate Telephone Company.
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Western Union

The Assistant Vice President in the Finance Department of
Western Union also testified regarding Coutracts Nos. 1 and 2 and
the proposed amendments thereto.

On cross-cxamination this witness testified that Western
Upnion is comstructing a microwave facility between Goldstone and
Pasadena to provide two very broad band cixcuits for the handling of
high speed data. Voice tramsmission as such is not involved except
possibly to a minor degree for coordinating purposes. If voice
coordination between Goldstone and Pasadena is required there is a
possibility that telephome instruments of the Pacific Company would
be used at Pasadema. He further testified that Goldstone is just
outside the service texritory of California Interstate Telepaone
Company.

The Goldstone contract for the construction of the microwave

facility was esntered into between the National Aeromautics and Space

Administration, sometimes hereinafter called NASA, and Western Union

as the result of competitive bidding in which California Interstate
Company participated. It was awarded to Western Union February 19,
1962, whereas the amendments to Comtracts Nos. 1 and 2 which are herxe
under consideration are dated January 1, 1962.

The witness for Western Union also testified that the térmi-
ration of service ip Bell instrumentalities is limited to Western
Uoion private line services which are used for voice transmission,
and the use of the terminal instrumentalities of Bell is restricted
to voice use and nothing else. Ir other words a Western Union leased
voice private line terminating on a Bell Telephone Company PBX switch-

»oard could be conrected to the toll and exchange metwork If a similar

~ime by Bell could be.
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Commission Staff

Evidence regarding the effect of the proposed amendments
was also introduced through a Commission staff witness. This witpess

presented the following staff reccmmendations for the Commission's

consideration:

"a, It appears that the proposed contract amendments:
will be in the public interest through facilitating
the efficient and economical use of circuits which
may be required for the furmishing of communications'’
services to the public. Such arrangements should not
impair the ability of either Pacific or Western
Union to meet theix public service obligations.

If the proposed amendments to Contract No. 1 and
Contract No. 2 are authorized, recommendation is
made that the applicants file statements in re-
spect to leased facilities under Contracts Nos.
1 and 2, as amended in essentially the same way
as set forth in orxdering paragraph 3 (a), (b),
(c), (d), of Decision No. 57553, and, in addi-
tion, file within 60 days after Jume 30 of each
year statement of any changes in the equipument
quantities being leased."

The staff witness testified that in preparing the staff
report and making the recommendations that the contract amendments
are ip the public interest, the staff did not take into account inp
aoy way the effect of comstructing the facilities necessary to per-
form the services im territories other than those of the Pacific
Company.

California Interstate Telephone Company

The Vice President of California Interstate Telephone
Company testified that his company's concern in this proceeding is
not to question the desirability of the principle of leasing circuits
and facilities between communication companies but the possible
financial impact upon California Intexrstate Telephome of the amend-

ments which are the subject of this proceeding.
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Califorpnia Interstate Telephone Company is presently fur-
nishing public telephope service at Goldstone as well as private line
sexvice voice transmission to the Goldstome tracking station of the
Jet Propulsion Laboratory which is a branch of NASA. The traffig is
routed through Barstow to San Bernardinb at which point it is con-
vected with the facilities of The Pacific Telephone and Telegraph
Company.

Undex the Contracts Nos. 1 and 2 as proposed to be amended
if a circuit used for voice transmission in telephone instrumental-
ities iotercombected with Pacific Company's toll network is termi-
pated within Califormia Intexrstate Telephohe Company's territory it
must be terminated in an instrumentality furnished by the California
Interstate Telephone Company under its filed tariffs or in imstru-
meptalities of United Statés Militaxy Departments 6r of the Natiomal
Aeronautics and Space Administration.

Although only companies which could interconnect with the
general toll and exchange metwork were permitted to bid on the NASA
coumunication facility between Pasadena and Goldstone, Westexn Union
was included as a bidder by virtue of the amendments which are pending
in this proceeding. The only other bid submitted was a joint bid
by Pacific Company and Califormia Interstate Telephone Company.
Western Union was the successful bidder.

The witness for California Interstate Telephome Company
further testified that he knew of po othexr facility which Westerm
Union proposed to conmstruct in Califormia Interstate's territory which
might adversely affect its revenue, that California Interstate
Telephone Company itself is completely free to enter into agreements
with Western Upion or with the Pacific Company concerning the leasing
of Californmia Interstate Telephone Company's facilities within its

territory, and that Califorvia Inoterstate Telephone Company has

-9-
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already entered into a leasing agreement with Western Union restricted
to the message-type of telegraph service.

Counsel for Califormia Interstate Telephone Company urged
that the Commission approve the amendments to Contracts Nos. 1 and 2
only upon the condition that Westernm Union may not, because of these
contracts as amended, extend its limes into any independent tele-
phove company's territory or duplicate any facilities without first
having exhausted the possibility of leasing those circuits, and
without haviog properly noticed the proceeding before this Commission
as an extension of facilities by a utility, pursuant to Public Util-
ities Code Section 1001, int§ the already served territory of amother
utility.

California Independent Telephone Association

Late-filed Exhibit No. 2 states the position of the
California Independent Telephope Association ip this mattexr as

follows:

1. The activity and services of Western Union, except for

those activities and services provided under existing arrangements,

should be limited or restricted to the exchange territories of The
Pacific Telephowe and Telegraph Company until such time as agreements
and contracts cap be negotiated between the indepevndent telephone
companies and The Western Union Telegraph Company.

2. Under Section 1001 of the Public Utilities Code of the
State of Califormia the construction of voice transmission facilities
by The Western Union Telegraph Company within the filed serving area
of an independent telephone company would require a certificate from
this Commission that the present or future public convenience and
pecessity require or will require such construction.

3. Avy proposed duplication by The Western Ubioﬁ:Telegraph
Company of independent telephome company voice tramsmission facil-
ities which exist or cam be comstructed should be properly noticed

and made the subject of hearings before this Commission.

~10~
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Findings

The Commission finds that the only evidence, other than
speculative, pertaining to actual or threatened invasion of the
service territory of Califormia Interstate Telephone Company or any
other independent telephone company by reason of the amendments to
Contract No. 1 and Contract No. 2 offered inm this proceeding is that
pertaining to comstruction of the two very broad band circuits for
the handling of high speed data and voice transmission for coordi-
nating purposes between the Jet Propulsion Laboratory at Goldstome
and the Jet Propulsion Research Center at Pasadena which are operated
by the National Aeronautics and Space Administration. Although
California Interstate Telephone Company has had full knowledge of
this extension of Western Union facilities no complaint has been
filed with this Commission.

The Commission further finds that the agreements described
in the application herein amending Contract No. 1 and Contract No. 2
will not be adverse to the public interest and that the application
herein should be granted withéut the restrictions and conditions
requested by Califormia Interstate Telephone Company and Califormia
Independent Telephonme Association but subject to the oxrdering para-

graphs recommended by the Commission staff,

‘e

A public hearing having been held in the above-entitled
matter and the Commission being informed therein,
IT IS ORDERED that:
1. 7The Pacific Telephone and Telegraph Company and The Western
Union Telegraph Company, applicants herein, are authorized to carry

out the terms and conditions of the written agreement dated January 1,

-11-
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1962, attached to the application herein as Exhibit B, and’amending
Contract No. 1 described in and attached to said applicatioo as
Exhibit A, and said applicants are authorized further to amend said
Contract No. 1 by anothexr agreement, the sole effect of which would
be to substitute the words *'item 6' for the words "item 7' in the
first paragraph of Section 2, parvagraph (a) of Contract No. 1l so as
to fully conform said agreement to the terxrms of said Exhibit B.

2. Said applicants are further authorized to carry out the
terms and conditions of the written agreement dated Jamuary 1, 1962,
attached to the application hexein as Exhibit D, and amending
Contract No. 2 described in and attached to said application as
Exhibit C.

3. Applicants shall file with the Commission within thirty
days after the effective date of this order, two cextified copies
of the amending agreements as executed, together with a statement

of the date on which che amending agreements are deemed to have

become effective.

4. If the authority hexein granted is exercised applicants

shall, within sixty days thereafter, file the following statements
with respect to facilities based under Contracts Nos. 1 and 2, as

amended, relating to California intrastate operations:

(2) The Pacific Telephone and Telegraph Company shall
file a detailed summary of the plant and equip-
ment being leased to The Western Uniom Telegxaph
Company by reason of the amendments to Contracts
Nos. 1 and 2 authorized herein showing its regularly
filed rate as of December 31, 1961, for such service

and the rate being provided in Contracts Nos. 1 and
2, as amended.

The Western Union Telegraph Company shall file a
detailed summary of the plant and equipment being
leased to The Pacific Telephope and Telegraph
Compavy by reasor of the amendments to Contracts
Nos. 1 and 2 authorized herein showing its regu-
larly filed rate as of December 31, 1961, for
such service and the rate being provided ip
Contracts Nos. 1 ard 2, as amended.
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(¢) The Pacific Telephobe and Telegraph Company shall
file a summary showing the computation of the
amount by which charges for its service provided
undexr Contracts Nos. 1 and 2, as amended, differ
from the charges computed at the filed tariff
rates of The Pacific Telephone and Telegraph
Company.

The Western Union Telegraph Company shall £ile
a summary showing the computation of the amount
by which charges foxr its sexvices provided under
Contracts Nos. 1 and 2, as amended, differ from
the charges computed at the filed tariff rates
of The Western Union Telegraph Company.

S. Within sixty da&s after June 30 of each year applicants
shall file a statement of any changes in the equipment being leased
ag provided ipo Sectioms (a), (b), (¢) and (d) of ordering paragraph 4
above, as of Junme 30 of each yeér. |

6. Applicants shall notify this Coumission of the ¢ate of
termination of said Contracts Nos. l'and‘z, as amended, thirty days
from and after said date of termination.

The effective date of this order shall be twenty days after

the date hereof. Som )
Dated at , California, this :2/'“4F~

day of a;a(: .,'M_z‘zz
7

Commissliopers .




