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Decisioll No. ~.11 I:) 2' 

BEF\)RE tHE PUBLIC UTILITIES COMMISSION OF 'mE StATE OF CALIFO&N'IA 

ApplicatioD of The Pacific Telepholle ) 
and Telegraph CODlp.;:.:lY ~ a corporatioll, ) 
ane The Western Union Telegraph Company, ) 
a corporation, for authority to carry ) 
o\:t the terms of two agreements amending )~ ApplicatiO:l No. 4416,3 
Co~tract No.1, pertainiDg to the leaSing 
of ci:cuits within exchange .::treas, aDd aD 
agreement amcllding Co:ct:act No.2, pcr- ) 
taining to the leasing of circuits ) 
between exchange areas. ) 

------------------------------------~) 
Arthur t. George and Maurice D. L. Fuller, Jr., for 

The Pacific telephooe and TeIegraph Company, applicaDt. 

Noel ¥ler for the Western OnioD Telegraph Company, 
app l.C~t. 

James H. Krieger aDd John H. Barrows for califorDia 
Interstate TeIephone Company~ illterested party. 

Paul Popenoe, Jr., for the Commission staff. 

OPINION -------

Introduction 

~Jrsuant to order of the COmmiSSiOD in Decision No. 39219, 

dated July 19~ 1946~ applicaDts~ the Pacific telephone and' telegraph 

Cotnpally, hereinafter sometimes called Pacific CompaDy, and The Western 

Union Telegraph Company, h~reiDafter sometimes called Western Union, 

entered into two agreements effective August 1, 1946. designated Con

tracts No. 1 and N~. 2,. respectively. In Decisioo No .. S.7SS~, elated 

November 3~ 1958,. the CollmlissioD authorized applicants to carry out: 

the amendments to said COlltracts .. 

OIl February 6, 1962, appl!catlts Pacific Company and Western 

UDion filed the application herein requesting the Commission to issue 

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

carry out the terms of: 
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(1) Two agreements amendiDg CODeract No. 1 pertaining to the 

leasing of circuit s wi thin exchatlge areas; 8.rJd 

(2) Arl agreement amending Contract No. 2 pertain:i.ng to the 

leasing of circuits between exchaDge areas. 

As alleged in the app-licatiotl, Contract No .. 1,. as ametlded, 

covers the leasing of circuits within Pacific Company's exchange 

areas ~~d provides, in part, that each party will lease to the other, 

upon reasonable ~otice, circuits of ~~e kinds and under the terms 

8.rJd conditiotls thereitl stated for operation by the lessee for use 

in the conduct of its public commutlications 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 Contract 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) Itlcrease the purposes for which circuits leased to Western 

Union by Pacific may be used to include 

(a) voice coordination of facsimile transmission, 

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

(c) remote control and operation of sensitlg de. 
vices, alar.:.s., signals, displays, controls, 
computers, aDd 

(d) the local 'terminaei.oD of iDterexchange cir
cuits used for various purposes, itlcludiDg 
private liDe leased for voice or alternate 
voice transmission. 

(2) Permit circuits leased to Western UDioD t~ be cODnected 

with circ~its owned by 

(a) the United States governrnent on reservations 
of the NatioD~l Aeronautics and Space 
Administratiotl ~ aDd 
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(b) electric power, or oil, oil products, or 
natural gas pipeline companies, or railroad 
cOmpaDies where the circuit& of such com
panies are provided primarily to communicate 
with points located along a right 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 Compatly to- Westcrtl Union, when used for voice transmission, 

in telephone instrumentalities furnished by a telephone company under 

fJ:led tariffs (except such circuits may also be termi'D8ted i'D instru

mCXlt:l.lities of UXlited States Military Departme'Dts or of the National 

Aeronautics ~d Space Administration where such intercoDnection is 

authorized). Through such instrumentalities c~nnection may be mad'e, 

where authorized by tariffS, with the general exchange and toll 

telephone networks. 

(4) Insure that the transmission aDd signalling characteristics 

of the circuits of Westertl Union, when connected to instrume'Dtalities 

or 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 services. 

(5) Provide for making leased circuits available for the purpose 

of investigation and clearing of troubles thereon. 

(6) Revise proviSions respecting the creatiotl of additional 

communication channels from circuits leased. 

(7) Permit the furnishing of circuits by the pacific Company 

to Western Unio'D with special characteristics and specify the reim

bursement therefor. 

App11caDts further propose to amend said Contract: No-. 1 by 

a second agreemeDt, the sole effect of whicn would be to substitute 

the words ltitem 6" for the words "item 7" in the first paragraph of 

SectioD 2, paragraph (a) of Contract No. 1 so as to fully conform 

said agrement to the terms of Exhibit ~ attached to- the ap~lication 

herein. 
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As further alleged in the application, COXltract No.2, as 

amended~ covers the leasing of circuits between Pacific Comp4XlY's 

e."(cbaXlge areas aDd provides, in pa:t, that each party wi 11 lease 

to the other, upon reasoXlable Xlotice~ circuits of the kinds and 

UDder the terms 31'1d cO'Dditio'DS therein stated for operation by the 

lessee for use in the conduct of its public communications busines~. 

A copy of said Contract No.2, as ameDded~ is attached to- the 

application here~n as Exhibit c. 
A?plica.:l:S now propose further to amend said COil tract 

No. 2 by an agreement, a copy of which is attached to the application 

as Exhibit D, the principal effects of which would be to: 

(1) Reduce the minimum aggregate amount of circuit rentals to 

be paid by Weste~ Union to Pacific Company for the calendar year 

1963. 

(2) Increase the purposes for which eircuits leased to Western 

Ooio'D by Pacific Company may be used to include 

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

(b) remote control and operation of sensing 
devices, alarms, Signals, displays, con
trOls, or computers, and 

(c) private line leased voice or alternate 
voice transmission. 

(3) Permit circuits leased to Western to be connected with cir

cuits owned by 

(a) the United States government on reservations 
of the National Aeronautics and Space 
Administration, and 

(b) electric power~ or oil, oil products, or 
natural gas pipeline companies, or rail
road companies where the circuits of such 
companies are provided primarily to com
municate with points located along a right 
of way o~~ed 0: cont~olled by such companies 
and exte~ding between or beyo'Dd excha'Dge 
areas of Pacific Company. 
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(4) Permit termination, at both ends, of circuits leased by 

Pacific Company to WesterD Union, when used for voice tr8l'Jsmi.ssion, 

in telephone instrumentalities furnished by a telephone company under 

filed tariffs (except that such circuits may also be terminated in 

instrumentalities' of United States Mil1cary Departments or of the , 

National Aeronautics and Space Adminis,tratioD where such intercon

nection is authorized). Through such instrumentalities cODnection 

lnay be made, where authorized by tariffs, with the general exchaDge 

and toll telephone networks. 

(5) Insure that the transmission and signalling characteristics 

of the circuits of Western UDioD, when connected- to instrumentalities 

or circuits- of the Pacific Company, are of as high a standard as t:hat 

establiShed by Pacific Company for circuits used by it in providing 

comparable services. 

(6) Provide for making leased circuits available for the pur

pose of investigatioD and clearing 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 ~ California intrastate operations are con

cerned, both Exhibit B and Exhibit D whieh are attached co tbe app1i

catio~ herein provide: 

"(I) nus amendment shall Dot become effective until 
authorizatioD of the Public Utilities COmmission 
of the S~ate of California is obtained. 

rt(2) This amendmetlt shall be subject to sucb changes 
or modifications as may be required or author
ized by any regulatory commission in the exer
cise of its lawful jurisdiction. If 
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Public Rearing 

Public hearing OD the application hereiD was held before 

Examiner Wilson E. Cline in San Fr.encisco on June 19 ~ 1962. The 

matter was caken under submission upon the receipt of the late-filed 

Exhibit No. 2 in evidence on June 28~ 1962. 

Pacific Telephone aDd Telegraph Company 

The General Tariff Engineer for Pacific Company testified 

:regarding the proviSions of Contract No. 1 and Contract No. 2 cmd the 

effect of the proposed amendments to said contracts. He furthe: 

testified that based on July 1:. 1951 data» the proposed amendments 

will result initially in a decrease of approximately $52,900 in ~nual 

reveXlues of Paci.fic Comp4XlY but will not impair its ab:(li~ properly . 
to discharge its responsibility to the public. The cOXltract amend~ 

ments here UDder consideratioXl have been effective for interstate 

::>ervice and i'O iDtrastate service in all staees excC}>t califorDia 

since January 1» 1962. 

This witness also testified that the basic leasing agree

meXlts between Pacific Company and Western Uoion have been in effect 

since 192& aDd that they are based on the desirability of aVOiding, 

where possibl~dup11caeioD of facilities in order to save expense. 

The agreements do not purport to impose any obligations on any 

cOmpaDies other th~ the Pacific Company and Western Union. and other 

companies are perfectly free to enter into siudlar agreements with 

WesterD Union or Pacific Company. The Pacific Company has no serving 

facilities which eneer into the service territo~ of California 

Interstate Telephone Company but it does have four East-West traos

cootineneal toll leads which cross the ter~itory of California 

I~:crBtAte Telephone Company. 
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Western Union 

'.the A$Sistatlt Vice President ~n the FinaDce Department of 

Western ~ion also testified regarding Contracts Nos. 1 and 2 and 

the proposed amendments thereto. 

On cross-examination this witness testified that Western 

Union is constructing a microwave facility- betweeD Goldstone and 

Pasadena to provide two very broad b8Jlo circuits for the haDd'ling. of 

~~gh speed data. Voice traDsmission 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 tel~~one instruments of the Pacific Company would 

be used at Pasa~ena. He further testified that Goldstone is just 

outside the service ~err1tory of california Interstate Telephone 

The Goldstone contract for the construction of the microwave 

facility was entered into between the National Aeronautics and Space 

AQministration~ sometimes hereinafter called NASA~ aDd Western Uclon 

~s tile result of competitive bidding in which californ:i.a Interstate 

Company partiCipated. It was awarded to Western UDio~ February 19~ 

1962 ~ whereas the amendJlleDts co Contracts Nos.. 1 aDd 2 which are here 

~Dcler consideration are daeed January l~ 1962. 

The witness for Western U~ion also testified that the termi-. 
~ation of service in Bell instrumentalities is limited'to,Westero 

L~ion private line services which are used for voice transmission~ 

and the use of the terminal instrumentalities of Bell is restricted 

to voice use atJo nothitlg else. In o'ther words a Western tJ'nion leased 

voice private line terminating on a Bell telephone Company PBX switch

~&rd could be connected to the toll and exchange network if a similar 

:'iDe by Bell could be. 
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Commission Staff 

Evidence regarding Ute effect of the proposed amendments 

was also introduced through a Commission staff witness. This witness 

presented the following staff recommendations for the Commission's 

consideration: 

ITa. It appears that the proposed contract amelldments 
will be in the public interest through facilitating 
the efficient and economical use of circuits which 
may be required for the furnishing of communications' 
services to the public. Such arr:mgements should not 
im~r the ability of either Pacific or Western 
UDion to meet their public service obligations. 

lib. If the proposed ameodments to Contract No .. 1 aDd 
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 ordering paragraph 3 (a), (b), 
(c), (d), of Decision No. 57553, and, in addi
tiOD, file within 60 days after June 30 of each 
year statement of any chacges in the equipment 
quantities being leased." 

The staff witness testified that in preparing the staff 

report and making the recommendations that the contract amendments 

are i~ the public interest» the staff did not take into account in 

aDy way the effect of constructing the facilities necessary' to per

form the services in territo~ies other than those of the Pacific 

Compatly .. 

California Interstate Telephone Company 

!he Vice President of California Interstate Telephone 

Company testified that his company's concern in this proceeding is 

not to question the desirability of the princi~le of leasing circuits 

and fac11icies between communication companies but the possible 

fi'Da:ccial impact upon California Interstate Telephone of the amend

ments which are the subject of this proceeding. 
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california Interstate Telephone Company is presently fur

nishing public telephoDe service at.Goldstone as· well as private line 

service voice transmissioD to the Goldstone tracking station of the 

Jet Propulsion Laboratory which is a bra.t1ch of NASA. the traffi. is 

routed through Barstow to San Bernard100 at which point it is coo

nec:ted with the facilities of The Pacific Telephone atlQ telegraph 

Cornpa.l)y. 

UDder the Contracts Nos. 1 and 2 as proposed to be amended 

if a circuit used for voice transmission in telephone instrumet:ltal

ities interconnected with Pacific Company's toll network is termi

nated within California Interstate Telephone Company's territory it 

must be terminated in AD instrumentality furnished by the California 

Interstate Telephone Company under its filed tariffs or in instru

mentalities of United States Militaxy DepartmeDts or of the National 

Aeronautics and Space Administration. 

Although only companies which could interconnect with the 

general toll and exchange network were permitted to bid on the NASA 

coamuDication facility between Pasade1l4 ana Goldstone, Westertl UrJion 

was included as a bidder by virtue of the ameodmeots which are peDding 

in this proc:eediog. The o%)ly other bid· submitted was a joint bid 

by Pacific Company aod California IDcerstate TelephoDe Company. 

WesterD UDion was the successful bidder. 

the witness for california Interstate TelephoDe Company 

further testified that he knew of no other facility which Western 

Union proposed to construct in california Interstate's cerritory which 

might adversely affect its revenue~ that California Interstate 

Telephone ~pany itself is completely free to enter into agreements 

with Western UDion or with the Pacific Company concerning the leasing 

of california Interstate TelepboDe Company's facilities within its 

territory~ and that california Ioterstate TelephoDe Company has 
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already entered into a leasing agreement with Western Union restricted

to the message-type of telegraph service. 

Counsel for California Interstate Telephone Company urged 

that the Commdssion approve the amendments to Contracts Nos_ 1 and 2 

only upon the condition that Western Union may not, because of these 

contracts as amended, extend its lines iDto any independent tele

phone company's territory or duplicate any facilities without first 

having exhausted the possibility of leaSing those eircui'ts, ;:md 

without having properly noticed the proceeding before this COmmiSSion 

as an extension of facilities by a utility, pursuant to Public Util- ~ 

ities Code Section 1001, iDtO the already served territory of aDother ~ 

utility. 

California IDdeoendent Telephone Association 

La~e-filed Exhibit No. 2 states the poSition of the 

California Independent Telephone Association in this matter 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 exchBDge territories of the 

Pacific Telephone aDd Telegraph Company until such time as agreements 

aDd contracts caD be negotiated between the independent telephone 

companies and The Western Union Telegraph Company. 

2. Under Section 1001 of the Public Utilities Code of the 

State of callforDia the constructioD of voice transmission facilities 

by The Western Onion Telegraph Company within the filed serving area 

of an inoependent telephone company would require a certificate from 

this Commission that the presetlt or future public convenience and 

necessity require or will require such construction. 
. 

3. Any proposed duplication by The Western Union Telegraph 

Company of independent telephone company voice transmission facil

ities which exist or can be constructed should be properly noticed 

and made the subject of hearings before this Commission:. 
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The Commission finds that the only evidence, other than 

speculative, pertaining to actual or threatened invasion of the 

service territor,y of California Interstate Telephone Company or any 

other independent telephone compacy by reason of the amendments to 

Contract No. 1 a!ld Contract No. 2 offered in- this proceeding. is that 

pertaining to construction 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 Goldstone 

aDd 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 wi1:h 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 sbould be granted without the restrictions and conditions 

requested by california IDterstate Telephone Company and california 

Independent Telephone Association but subject to the ordering para

graphs recommended by the Commission staff. 

'. 
A public hearing having been held in the above-entitled 

matter and the Commission being infor.med there1n~ 

IT IS ORDERED that: 

1. The Pacific Telepho'De and Telegraph Company and The 'Western 

Union Telegraph Company~ applicants here1n~ are authorized to carry 

out the terms and conditions of the written agreement dated January 1, 
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1962, attached to the application herein as Exhibit B, and ame:odiXlg 

Contrac~ No. 1 described in and attached to said' application as 

~bit A, aDd said applicants are authorized further to amend said 

Contract No. 1 by atlothe: agreement, the sole effect of wh.ich would 

be to substitute the words :'item 6/f for the words "item 711 in the 

first paragraph of Sectiotl 2, paragraph (4) of Contract No,. 1 so as 

to fully conform said agreement to the terms of said Exhibit B. 

2. Said applicants are further authorized to carry out the 

terms and conditions of the written agreemeDt dated January 1, 1962, 

C),ttached to the application herein as Exhibit D, and amending, 

Co~tract No.. 2 described in and attached to said application as 

Exhibit C. 

3. Applicants shall file with the Commission withitl thirty 

days after the effective date of thi$ order, two certif1edcopies 

of :he amendiD3 agreements as executed, together with a statement 

of the date OD which che amending. agreements are deemed to. have 

become effective. 

4. If the authority herein granted is exercised applicants 

shall, within sixty day$ thereafter, file the fo.llowing statemeDts 

with respect to facilities based under Contracts Nos .. 1 and 2~ as 

amended, relating to CaliforDia intrastate operations: 

(a) 

(b) 

The Pacific Telephone and Telegraph Company shall 
file a detailed summary of the ~laDt and· equip-
~tlt being leased to The Western Union Telegraph 
Company by reason of the amendments to CODtracts 
Nos. 1 aDd 2 authorized herein showing its regularly 
filed rate ~s of December 31, 19&1, for such service 
arld the rate being provided in CODtracts Nos. 1 and 
2, as amended .. 

The WesteXTJ UtliOtl l'elegtapb. Company shall file a 
detailed summary of the plant and equipment being 
leased to The Pacific Telephone and Telegraph 
Company by reason 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 in 
Contracts Nos. 1 and 2, as amended. 
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(c) the PAcific Telephone and Telegraph Company shall 
file a snrnmary showing ehe computation of the 
amOUDt: by which charges. for its service provided 
under CODtracts Nos. 1 aDd 2, as amended, differ 
from the charges computed at the filed- tariff 
rates of The Pacific Telephone and Telegraph 
Compaxly. 

(d) The Western Union Telegraph Company shall file 
a sl1!rmary showing the computation of the amount 
by which charges for ita services provided uDder 
Cootrac:es Nos. 1 aDd 2, as amended, differ from 
the charges computed at the filed tariff rates 
of The Western UDion Telegraph Company_ 

5. Within sixty days after JUDe 30 of each year ap»l1cant& 

shall file a statement of any changes 1'0 the equipment being leased 

as provided in SectiODS (a), (b), (c) and- (d) of ordering paragraph 4 

above, as of June 30 of each year. 

6. Applicants shall notify this Commission of the date of 

1:ermin4tion of said Cootracts- Nos. 1 and- 2, as amended, thirty days. 

from and after said date of term1natio'D. 

The effective date of this order shall be twenty days after 

the date hereof. 

Dated at~ __ &ul. __ Fr.mdsco ______ , California, this .:2/-f-

day Of:.-..._ ... 4? .... '/_-<.,;;(_~;_L-<-.-=± .... -l-_, ___ , 1962. 
(J 


