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65500 Decision No. _______ _ 

BEFORE THE POttle UTILITIES COMMISSION OF T"dE STATE OF CAI..IFORNIA 

Application of nIE PACIFIC 'IELEPRONE ) 
AND !ELEGRA~{ COMPANY, a corporation, ) 
and TIrE ~rES~ mnON 'tELEGRAPH ) 
COMPANY, 8 corporation, for authority ) 
to carry out the terms of an agreement,.) 
designated Contract No.3, coverins ) 
the leasing of facilities for furnish- ) 
ing 'IEL:PAK Service. ) 

Application No. 44997 
(Filed December 4,. 1962) 

--------------------------------) 
Artbur T. George and Maurice D. L. Fuller, Jr.,.' by 

Maurice D. L. Fuller, Jr., for Tbe Pacific 
Telepbone and Telegraph Company, applicant. 

Lawrence B(~rtIlJU'l.7 Noel PIer, £o:r: 'n'le ~7estcrn Union 
~elegrap6 Company, applicant. 

Bes't, Best & Krieger, by James !-r. Krieger and 
Glen E. Stephens, for California Interstate 
telephone Company, interested part~. 

J.. E.. Brown,. for the Commission staff. 

C'PI"N ION' 
--~-....,.-...-. 

Aft:er due notice, public bearing in this matter was held 

before Examiner Emerson on February 6, 1963, at San Francisco. 

, In this proceeding, The Pacific Telephone and Telegraph 

Company and '!he Western Union Telegrapb Company seek wehority 

. to carry out the terms and conditions of an agreement, designated 

Contract No.3, covering tbe reciprocal leasing of facilities 

for furnishinz TELPAK servic~/ to the public. 

Contracts Nos. 1 and 2 between the same parties,. having, 

he:r:etoforc been placed before the Commission, may be S\:ImCl3%'ized 

briefly as follows: Coneract No. 1 (dated August 1, 1946 and as 

amended in 1949, 1958 and 1962) covers the leasing of circuits 

1.7 TELP;J< is a private line service offering under wbich a 
customer leases large~ specified segments of communications 
capacity between specified points. 
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within excbange areas and certain items of telepbone equipment, 

duct, and pole line attachment space. '!his contract contains 

11 sections with three associated'rental scbedules. Contract 

No. 2 (dated August 1, 1946 and as amended in 1954, 1955, 1958 and 

1962) covers tbe leasins of circuits between exchange areas. 

This contract comprises 12 sections, one schedule, and a supple-
. 2/ 

mental agreemenr 

Contract No.3 is dated September 20, 196Z and, as above 

stated, covers the leasing of facilities for furnishing TELPAK 

service. It contains 13 sections and one rate schedule, the 

latter setting forth four classifications based upon various 

channel bandwidths. Basically, it is' the broad-band channel 

characteristics and the rental cbarges therefor which distinguisb 

this contract from ~~os. 1 .and 2. Contract No.3 provides for tbe 

reciprocal leasing of channels of 48, 96, 240 or 1000 I<ilocycles 

per second bandwidth, utilizing wire, radio or both,· in providing 

service to a customer, witb charges per channel based on' the 

airline mileages between the telepbone exchange areas in which the 

channels terr:n.nate. A cha'Onel terminal is reo.uired, at each end of 

each channel and the tenninal installation, monthly rental, 

extension, and move charges are specified or referred to in 

Schedule A of the contract. Basically, i:be cbarges are 7 percent 

below the regular tariff rates. 

IELPAK facilities may be used by the customer for various 

communications purposes such as transmission of voice, data, 

facsimile and otber forms of recorded messages. At the customer's 

]J These contracts are treated in this Commission's Decisl.On 
No. 64152 and the contracts themselves are part of Appli
cation No. 44163, which decision and application are by 
reference a part of the presen~ record. . 

-2-



A. L14997 

re~est, his base capacity ~y be arr8nge~ for operation as a 

single bro3d-b~nd channel or ~s a number of ch~nncls of specified 

lesser grade. Certain alternate arrangements arc also available 

to the customer, such as part-time use of a ~ingle broad-band 

channel and pert-t~e usc of a number of lesser grade channels. 

Fu=ther, through interconnection with nation-wide telegraphic, 

telcpl"lonic and microwave communications networks, the customer 

effectively h~s unlimited access to any parts of the nation for 

whieh he desires such service. 

Western Union has opposed toe Bell system offering of 

TELPAK service before tbe Federal Comcunications Commission. 

Sowever, since sucb Bell system service is actually in effect, 

Western Union feels it must offer the same service because of 

competitive considerations. Contract ~~o. 3 places it in such a 

competitive situation. The cOJltrac:t, by its terms atld by law, 

~s subjeet to such e~ges or mooifieatioJls as this ~ssion 

may from time to time direct in the exercise, of ,its jurisdiction 

aDd may %lot become effective in California except upon ~pproval 

of ,the Commissio%l. 

tics. 
'Western Union has been and is now exp3ncling its facili

It is presently construCi:ing a n3tion-w-idc microwave net-

work which will greatly expand its circuit fDcilitics availabl~ 

for the offering of all types of communication service, including 

private line voice transmission. 'Western Union holds itself out 

to prov~dc private line services on a nation~de oasis an~ it 

has been its practice to !-urnish the cirCUitry for such· services 

from its own plant facilities and to supplement such facilities 

by leaSing those of other communication carriers where necessary 

-3-



A. 44997 

to' derive addi~ion.al circuits. vlith respect to service involving 

extensions intO' areas, beyond its own lines and those of 'the 

tell system, served by au independent telephone company, it 

either leases facilities fromtbe independent company or constructs 

its own facilities to obtain or reach a customer. Pacific 

Telephone, on the other band, does not extend its facilities 
.' into the territory of an indepenc1en't telephone company. This 

situation, respecting western Union, disturbs the California 

Interstate Telephone Company and in this proceeding, while not 

opposing approval of Contract NO'. 3, it presented evidence 

respecting the 'possible consequences of the contract which might 

be unfavorable to it and urged that the Commi~sion attach certain 

conditions to the contract; namely, that Western Union be required 

eitber to lease facilities from an independent company, or where 

new· facilities are to be constructed, that Western Union be 

required to obtain the authority of this Commission prior to 

construction. 

We interpret California Interstate's position,' in effect, 

as being one, of not opposing competition between Western Union 

and Pacific Telephone but objecting to the possibility of Western 

Union competing wltb California Interstate. 'In its view, Contract 

No.3, if not directly inviting sucb competition, indirectly makes 

sucb competition probable. In this respect, california Inter-', 

state's pOSition and evidence in tbis proceeding is ~bst-~tially 

the s.ame 3S tbat placed 'before the Commission at the time amcnd-
'1/ 

ments to Contracts Nos. 1 and 2 were under consideration. In 

addition, however, California Interstate alleges ~bat Western 

17 See Decision No. 64152 in Application No. 44163, issued 
August 21, 1962. 
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Union has now competitively invaded its territory- Dnd that the 

consequences of Contract No. 3 will be further to aggravate or 

~ultiply such situation, particularly in view of the privilege of 

Western Union 1nterconncct1nz with the general toll and excbange 

telephone networks of the Bell system granted by the contract. 

The evidence discloses notbins wbicb this Commission 

finds to be adverse to tbepublic interest rcspcctinZ the competi

tive situation beeween the parties to Contr8c~ No.3. Insofar os 

~be pO$sibili~ies of, or allegations respecting, unfair competition 

between Western Union and california Interstate may be ~oncerned, 

we point out that Commission deter.oinations on such a 'subject may 

be made in.~ proceedine appropriate to such an issue. We do ,not 

find that sueb 8n issue is ge:mane to tbis proceeding. It should 

go without saying, however, tbat any approval of Contract No.3 

which may be given in this proc~edin8 should in no way be construed 

as autborizing eitber Pacific Telepbone or WesteroUnion to go 

beyond tbeprecise terms of tbe contract as authorized either as 

to tbe services to be rendered or as to the rates and cbarges 

therefor; or, further, as to any extension of facilities into 

any area or territory intowbich the parties have no legal right 

to enter. 

In view of the evidence, the Commission fiDds that 

carrying out tbe terms and conditions of Controct No. 3 will not be 

adverse to the public interest and that the contract should be 

authorized. 

~7 The alleged invasion of territory is one of the issues in 
Case No. 7469 (Calif. Interstate vs. Western Unio~ now 
before the Commission. 
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ORDER. -.....,..---

IT IS ORDERED that: 

1. The Pacific Telephone- and Telegraph Company and The 

Western Un100 Telegraph Company ~ applicants herein,. are-authorized 

to carry out tbe terms and conditions of that certain -written 

agreement between them,. elated September 20,. 1962,. and designated 

Contrac'e l~o. 3, covering the leasing of iscilities fCTr furnishing 

TELPAK service,. as the same is set forth in Exhibit A attacbed 

to the application berein. 

2. Within tbirty days after the effective· date of this 

order, applicants sball file with this·Commission foureertif1ed 

copies of said agreement BS executed,. together with 8 statement 

of the date on which said agreement is deemed to be effec~ive. 

3. Applicants sball notify this Commission in writing of 

the c1ate of termination· of said agreement within thirty days 

frool' and after said date of termination. 

The effective date of this order sball be twenty days 

after the date hereof. 

Dated at ____ fl_ ... tI..;....,;;,!b; __ rr._~;;;.;.; __ , california, this . 1 &..,J;., 
day of ____ M_AY ____ , 1.963. 

cOlilIiIssioners 
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Co=1~~ionor :::;.,(!rct.t c. Mc:t.e::lge. bo1:lg 
nocc::arily ~b:o~t. did ~ot pa.-t1c1pa~G 
1n tho di~po~1tion o~ thi~ proeood1ng~ 


