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Decision No. __ 6.:..::..:.7,J.l~7:...;?~ 

BEFORE THE FtmLIC UTILITIES COMMISSION OF THE STAXE OF CALIFORNIA 

I'u the Matter of the Investigation ) 
on ~e Comoission's own motion into ) 
the rates, rules~ regulations, charges,) 
tolls, classification, eonttac'tS, ) 
p:~etiees, operetions, facilities and ) 
service, or any of them, of ROS,EVILtE ) 
:ElEFRONE COMPANY and 'l1:IE PAClFIC 
TELEPHONE M-."D TELEGRAPH COMPANY. 

In the Matte: of the Application of ) 
ROSEVILLE 'IELEPHONE COMPANY, a ) 
California corporation, for an order ) 
p:escribing ano imposing a proper ) 
method of settlement and establishing ) 
t!:lc division and method of division of ~ 
revenues f~om extended telepbone 
service between ROs,zVILLE '!ELEPHONt 
COMPANY and PACIFIC !ELEPHONE AND 
TEtEGRAPH CCMPA.w. ) 

) 

Case No o 6339 

Application No. 45640 

Tbocas E. Srednik, for Roseville Telepbone Company:: 
appiicant, respondent and petitioner • 

.Arthur 1'.. George and Maurice 1). L.. Fulle-r? Jr., for 
The Pacific Telepbone and Telegraph Company, 
respondent and interested party. 

William L. Knecht and Ralph O. Hubbard, for Californi~ 
F3rm Bureau Federation; and Neal C. Hasbrook, for 
Cnlifornia Independent Telephone Assoeiation~ 
in~e:ested parties. 

Hector Anninos~ for the Commission staffo 

OPINION ---- ...... -----
After due notice, public bearings on these matters were 

held on a consolidated record before C~ssioner Grover and 

Exominer Coffey 0:1 October 16 and 17 ~ 1963, in San Francisco" The 

ll:.::ttc::rs were submitted on November 26, 1963, l. .. ·poo the reccip~ of 

late-filed Exhibit 213 and concurrent briefs. 
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On April 9, 1958, Case No. 6087 was filed by a group of 

subscribers of the Roseville Telephone Company (Roseville Company). 

These subscrib~rs, residing in the Citrus Heights district area of 

the Roseville exchange, sought extended area service between that 

disCrict and the Sacramento, Folsoo, Rio t:Lnc1:J and Fair Oaks 

cx~anges of Tbe Pacific Telephone and Telegraph Cotlpany (pacific). 

Scbse~cently, the CoQroission i~tituted an investigation 

(Case No o 6339) into telephone se%Vice provided by Roseville Company 

in the Roseville exchange a:ea and into service by Pacific in 

nearby areas, for the purpose of determining whether extended 

service in such areas was required in the public inte::oest. On 

December 19, 1961, the Cot::e!ssion issued its Third Interim Opinion 

in the con.so~dated proceed~gs ~ Decision No 0 629490 The Commis­

sion concluded that the public interest required the introduction 

of extended area service between the Citr\:S Heights district a=ea 

of tbe Rosc·.Til1e exchange, on the one band, and the Fair Oaks, 

Rio Linda and Folsom exchanges and the North Sacramento dist=ic~ 

area of the Sacramento exchange of Pacific, on the otbe~ hand_ 

The Commission ordered Roseville Co~any and Pacific to commence 

plant cbanges necessary to institute such extended area se:vice 
1/ 

not late:: than December 31, 19630- As recited in tbat opinion, 

it was s~ipulatcd by the parties tha~ r~tber bearings would be 

confined to the receipt of evidence on the limited issues of 

extended service rates and the intercompany sett1ex:leD.ts relating 

to such· extended service 0 

1/ By order of July 17, 1962, the deadline for comoencement of 
extended a:C3 se:vice was extended to .Jtm.e 30, 1964. T.!le 
service was instituted December 15, 19630 
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Further bearings were held on January lO~ 11 and 12 and 

February 20~ 1962, and the issues of excended servIce rates and 

intexcompany settle~nts were developed. A necessary element in 

tbe issue of intercompany settlemenes is the allocation between 

companies of the coses assoe:"::ted with that portion of plant 

designated as exeh~e circuit planto At the bearings of 

January and February, 1962~ three metboes of dete:rmining the 

allocation of such costs were presented~ These were Pacific's 

satellite method (Exhibit 15» the staff tOethod O::xhibit 2l):t and 

the revised (modified) staff method (Exhibit 29). Pacific, in 
. . 

rebuttal to tbe two staff s~..:dies, introduced a modification of 

the original staff study (Ex:"ibit 32) a::d a modification of the 

revised staff study (ExI,1ib1t 33). In addition to the exhibits, 

th~re W1lS extensive direct testimony and cross-examination~ 

and opening .md reply briefs ",jere filed by Pacific, Roseville 

Company and the staff, relating to the merits of the respective 

methods of allocating exchange cizcuit plant cos~. 

The issue of the mer..t and :reasonableness of the] 

rcs~ct:tvc allocation ttethocz was comp1.c~ly and finally :resolved) 

by Decision No. 64897, issued on Fcbru~J 5, 1963. In that 

decision the Commisoion cete:mine~ ~lat the $~tel~te plan 
failed to pass the tes~ of re~sonableness and that the methods of 

cost ~lloeation of the =avisecl st~£f study p:oduce~ reasonable 

3nd equitable rate levels and wexe a proper basis of settlecent. 

Ordering paragraphs 4 and 5 of Decision No. 64897 provided as 

follows: 

"4. The Pacific Telepbone and Telegraph Company 
and Roseville Telephone Compcny shall fortbw1th undertake 
negotiations directed toward arriving at an eA~ded 
service settlement agreement based upon the principles of 
allocation used in the revised staff study (Exhibit 29). 
If" on or before May 31, 1963, such an agreement: bas been 
negotiated, they shall file three copies thereof within 
thirty days after the <it:te of signing. 
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"5. If~ by May 31, 1963~ '!be Pacific Telepbone 
and Teleg%apb Company and Roseville Telepbone Company 
h~e been unsuccessful in the negotiations required by 
paragraph 4 of this order, they shall, within thirty 
days thereafter, so advise the Commission in writi:ng. 
Following the filing of such an advice, either utility, 
or both utilities, may petition the Commission to 
p:res<:ribe and impose a proper method of settlexr.ent and 
to establish by order the division and method of division 
~f . revenues from the extended service to be provided 
,Jol.ntly by them, or the CommisSion, upon its own motion, 
"CJS'j do so. rr 

After the issuance of Decision No. 64897 Pacific fil'ed a petition 

for rehearing or modification. Pacific stated at page 2 of its 

petition, in part: 

"Paragraph 4 of the Comoission's order required 
Pacific Company to '* * * forthwith undertake 
negotiations directed toward arriving at an extended 
service settlement agree~nt based upon the principles 
of allocation used in the revised staff study * * *.' 
This order makes it clea-r that only the form of the 
Set"t'rement agreement is opsn to negotiation, not €Fie 
basic scheme, Which must be the same as that embodied 
in the reVised staff study.'! ~mphasis added:) 

From the above it is clear that Pacific fully understood'tbe pur­

port of Decision No. 64897. Nevertheless" Pacific now attempts to 

resurrect as an issue the question of allocation method and to 

relitigate it de novo. Pacific asse-rts that if it is not allowed 

to retty such issue it will be denied a "full and complete 

\ 

opportunity" to demonsttate that its satellite plan, or some other ,I 

plan, is superior to the revised staff plan. Pacific made no claim 

in its petition for rehearing of Decision No. 64897 that it bad not 

had a "full and complete opportuDity" to present evidence on the 

merits of the various methods;. Instead:, the petition for rebearing 
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challenged at length the decisionts determination that the ~\ 
revised staff plan was reasonable and superior to Pacific's 

satellite plan. 

On August 2, 1963 Roseville Compa,ny filed Application 

No. 45640. It 41.1eged that R.oseville Company and Pacific bad been 

unsuccessful in the negotiations required by orderi.ng paragraph 4, 

above. The application then asl~d that 'the CotmllissioD.:. pursuant 

\ 

/ 

to Section 766 of the Public Utilities Code) undertake to prescribe 
• 

and impose a method of settlement and division of revenues 0 On 

September 17) 1963 the Commission issued its "order Reope1ling 

and Consolidating" in which Case No. 6339 was reopened and 

consolidated with Application No.. 45640 for further bemng. 

The order of September 17, 1963 reads, in part, as follows: 

"said Decision No. 64897 having found that the 
1Detbods and principles of allocation used in the 
revised staff study are a p:oper basis for settlement 
between The Pacific Telepbon~ and Telegraph Coonpany 
and the Roseville Telephone Company, and this COmmission 
being advised that said utilities have failed, after 
negotiation, to arrive at an extended service settlement 
agreement based on said methods and principles as 
contemplated in Decision No~ 64897~ further hearings 
herein shall be confined in scope to prescribing and 
imposing a settletnent and division of revent.:es from 
extended service provided jointly by said utilities, 
under the jurisdiction given this COmmission by 
~ction 766 of the Public Utilities Code, which settle­
ment and division of re·"enues shall be based on the 
methods and principles of allocation used in the 
~vl.sed staff study. n 

At the hem:ings on October 16 and l7, 1963, Roseville 

Company inttoduced evidence that Pacific had :refused to nego.ti.ate· 

a settlement 8gJ:eement based on the principles prescribed in 
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Decision No. 64897, as well as a proposed extended service settle­

ment agreement based on said principles. Pacific attempted to 

introduce evidence relative to the 1Derits of the revised staff 

plan, Pacific I s satellite plan and other plans which bad not "before 

been mentioned in the record. The Commission staff and Roseville 

Company objected to the receipt of any such evidence on tlhe ground 

that it was outside the scope of the further bearings, as delineated 

by the order of September l7, 1963, and on the ground 'that it was 

an fmproper attempt to relitigate an issue previously dete%mined by 

Decision No. 64897, which decision bad become final, and thus 

amounted to a collateral attack thereon. The presiding C~sioner 

sustatned the objections. 

In the Order Reopening and Consoli'dating, "dated 

September 17, 1963, and quoted in pertinent part above, the 

Commission affirmed in the clearest possible language ·the finality 

of DeciSion No .. 64897 insofar as it relates to the allocation 

~ethod. Pacific is now asking that the Comcission ignore its 

connGct~on ~th ~ hear~n3 spce~~~ca1~y con£~ne~ eo prescribing and 

imposine a settlement based upon ~~e ~evised staff plan. that the 

merits of that plan and other plans be in~uired into, Pacific, in 

effect, is asking that a matter finally determined by a prior 

decision, rehearing of which has been denied~ be reopened for 

furtber hearing. The only proeedu~e available for reopening a 

proceeding "is that specified in Article 19 of the Commission's 

Rules of Procedure. The requi't'emen'Cs thereof clearly have not 

been met. 
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In its reference to allocation methods, Decision No. 64897 

was a final order. It specified the method upon which any settlement . 

agreement must be based and directed Roseville Company and Pacific 

to negotiate toward such an agreement. If Pacific had so negotiated 

in good faith, a further hearing and order in relation to allocation 

method and settlement agreement would not have been necessary. 

However, in spite of the fact that, in the words of Pacific's own 

petition for rehearing, "only the form of the settlement agreement 

ffiafl open to negotiation, not the basic scheme, which t:lust be the 

same as that embodied in the revised staff study", Pacific refused 

to negotiate on the basis of the revised staff plan. Instead it 

insisted upon reoffering the satellite plan which the Commission 

h~d already rejected as unreasonable, as well as introducing two 

other plans--not mentioned in the record prior to Decision No. 64S9~ 

which were more extreme in. tlileir effect than the rejected satellite 

plan. 

If Pacifie had obeyed the mandate of Decision No. 64897, 

that decision could have been the final decision in these proceedings 

and nothing further would bave been required. Pacific1s own . 
unwillingness to negotiate a settlement based on the revised staff 

plan doomed the negotiations to failure and has made further action 

by this Commission necessary. 

It is evident from the offers of proof made by Pacific 

tbat if the additional bearing which it seeks were granted, Pacific's 

efforts would be essentially a repetition or restatement of material 
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presented at the hearings in January and February of 1962. We do 

not take seriously Pacificrs refe=ence~ at the hearinzs of 

October 16-17~ 1963, to two new allocation methods (the terminating ~F 

cost method and the so-called ''R~vised Staff Plan Applied to Both 

Companies"); the dollar effect of '(:hese plans upon Roseville is 

substantially more severe than that of the satellite plan already 

reject~d by tbe Commission. Significantly, Pacific's witness 

testified that on October 15, 1963~ the day before the last hearings~ 

Pacific was still offering the satellite plan to Roseville. 

Pacific also argued that the Commission does not have 

jurisdiction under Section 766 of the Public Utilities Code to 

~s.eribe and impose a settlement and division of revenues from ex­

tenc1ad servlce jointly provided when the parties fail to agree there­

on~ The Com::n.ssicn :3~ heretofore cODl!luded in tbese .,xocecdings 

th~t it has such jurisOictio=.; in Docision l!o,;. 64397 it was stated: 

"The two utilities bave failed to reach an agreement 
regarding settlement. The Cox:::mission has jurisdiction 
under Section 766 of the Public Utilities Code to prescribe 
and impose a proper method of settlecent and to establish 
by order the division and II:etbod of Givision of revenues 
from the extended service to be provided jointly by 
Rose"ville Company and Pacific. ff 

Findings 

We find that: 

1. Roseville Company and Pacific bave not arrived at an 

extended service settlement agreement based upon the principles of 

allocation used in the revised staff study (Exhibit 29). 
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2. Pacific has not negotiated with the intent of arriving 

at an extended service settlement agreement based upon the 

prin:iples of allocation used to the revised staff study 

(Exhibit 29), as required by ordering paragraph 4 of Decision 

No. 64897. 

3. Roseville Company bas negotiated with the intent of 

arriving at an extended service settlement agreement based upon 

the principles of allocation used in the revised staff study 

(Exhibit 29») as required by ordering paragraph 4 of Decision 

No. 64897. 

4. R.oseville COt:Ipany bas requested this Commission to 

prescribe and impose a proper method of settlement and to 

establish by order the division and ~thod of division of 

revenues f:om extended telephone service between Roseville 

Company and Pacific. The Commission has previously found in 

Decision No. 64897 that the principles of the revised staff study 

are proper for settlement between the two utilities for the 

'extended service under consideration. All that was left for the 

parties to do after said finding was to negotiate the form of 

the agreement' that would put into effect the finding and order of 

the Commission. !be sole purpose of ordering paragrapb 5 of 

Decision No~ 64897 was to prescribe the procedure by wbich 8 

form of agreement of settlement would be pue into effect in the 

event the parties were unable to agree on the form. Ordering 

paragraph 4 of Decision No. 64897 required that said agreement 

be based upon the principles of allocation used in the revised 

staff study. 

;5 ~ Roseville Company's Exhibit 201 sets forth a proposed 

extended service settlement agreement between Roseville Company 
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and Pacific based on the methods and principles of allocation used 

in the revised staff study, Exhibit 29. 

6~ Tbe proposed extended service settlement agreement set 

forth in EXhibit 201, modified to specify the test period a3reed to 

by the parties (3anuary 1, 1963 to December 31, 1963), is a 

reasonable form of agreement by which to effect the division of the 

revenues from extended telephone service between Roseville Company 

and Pacific, based on the principles which this Commission has 

found to be reasonable and proper; it is reasonable and in the 

public interest that said revenues be divided in accordance with 

the terms of said proposed ag:reemene. 

7. Pacific should be required to file with this Commission 

a detail~d report showing all of its expenses in preparing and 

making its presentation in these proceedings at the hearings on 

October 16 and 17, 1963 in order that tbe Commission may be fully 

informed for possible regulatory adjustments. 

'!'be Commission concludes that Roseville Company and 

Pacific should diVide the revenues from extended telepbone service 

in accordance witb the terms and eonditions of the form of agree­

ment attached t9 this order as Appendix A, which is a copy of said 

proposed agreement set: forth iu Exb.ib~t 201, modified to specify 

the test period agreed to by the parties •. 

ORDER --.- ......... -

IT IS ORDERED that: 

1. Roseville Telephone Company and The Pacific Telephone 

and Telegrapb Company shall di~lde the revenues from extended 

telephone service in accordance with the terms and conditions set 

forth in Parts I and II of the form of agreement attached to this 
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order as Appendix A. Nothing in this order shall be cons trued as ./ 

xequiring the signature of either party to said form of agreement. 

2. Not more than sixty days after the effective date of 

this order, The Pacific Telephone and Telegraph Company shall file 

with the Commission a detailed report of all of its expenses in 

preparing and making its presentation in these proceedings at the 

bearings on October 16 and 17, 1963. 

The effective date of this order shall be twenty days 

after the date hereof. ~ 

Dated at ~'1"~ 
# day of ~ , 1964. 

, Cal:tfornia, this 

/ 

,.," 
,.,." 
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COMMISSIONER PEl'.\!.R E. MITCl1ELL dissenting: 

Afte: review:'.ng the p:::oceedings of October 16 .;J:'ld 17, 

1963, I am. convinced that: no hearing bas been held .!§. yet on 

Applic.;Jtion No. 4·5640 <m.d Case No. 6339 (Consolidated). Accord­

ingly, I would =eopen these ma=ters and take evidence. 

Thi$ eecision - were it limited to the e~ended service 

area involved herein - might not be of serious 'Clement. That is 

not the case. The pattern of :his Comoission's purported settle­

ment between the contesting parties will impede telephone communi­

cations between competing systems and: at: the very least, will 

complicate financial rela~ions in telephone intercompany de~linss. 

Tl,is is too impo=tant a decision to be adjudged on the basis of 

the reco:d of October 16 and 17, 1963. 

legally, ~e ::~jority decision m.3y or may not be 

supported. But, if this Commission has induced a ndsuncerstanding 

by any pa=ty to a p:oceeding, we have the obligation to forth­

~ightly recogr~ze it and grant tl1C necessary relief. 

On February 5, lS53 (l:>ecision No. 64897);) this Comcission 

st~tcd ti,at if Roseville Company and Pacific were unsuccessful in 

n~goti~tions on an extended service settlement agreement based on 

a revised staff stuc!y, they "may petition the Cot::llDission to 

prescribe and im!?ose a prope:r method of set-r:let:lentH (paragraph 5 

of said order)'. 

Tae parties were unable to agree and so, in response to 

paragraph 5 of Decision No. 64397;) Roseville Company filed Appli­

c3~ion No. 45640. Therein, Rosev:.lle CO::lpany request~d the 

COmcission, pu:suant to Section 766 of the Public Utilities Code;) 
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to presc::-ibe snd impose a metl'lod of settlement and divisio:l of 

revenues. If a nearing had been held at this stage~ any aDd all 

settlement plans would have been p:esented to the Commission. This 

w~s not done. 

On September 17~ 1953~ the Commission issued an Order 

Reopening (C~se No. 6339) and Consolidating (Application No. 45640). 

This order contained the restriction that "the settl~nt 3nd 

division of reven~es shall be based on the ~thods and principles 

of allocation used in the revisccl staff study" t" It was my bell.~f 

that the Order R~opening and Consolidating was for th~ purpose of 

Th~ ~jo=ity decision states that Paeifie~ on October 16 
an~ 17, 1963, atteill?ted to introc.uce evidence :relative to the me-rits 

of the ~~Lscd staff plan. I: was not allowed. Even ~£ we accept 

a striet 1i:citacicn on the O=d¢r Reopening ~d Consolidating~ this 

evi~encc w~s admiSSible. If there are difficulties with the -
rc"lsed s~:e£ plan~ this Commission should be informed. It is not 

outside the scope of the order of September 17, 1963. 

Application No. 45640 called for a consideration of all 

-t.be plans. It required vcry little effort on our beb<llf to accom­

plish tl1.is. Yl.Ost of tbe plalS were submitted previously in 

Case No. 6339. The ~dditional tcstimony~ which was laborio~sly 

entered on Octobe~ 16 and 17~ 19G5~ by way of offer of proof~ 

could have been completed in far less time by direct adm1t~ance. 

Reading the transc:=ipts) ! must aelmot'lledge r:r.y coru..~ion bas 

become compounded. 
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The contention of Pacific is that under Decision No. 

64897 (paragraph 5), it WtlS not l"m-rted to the imposition and 

p:escription of a settlement based on the revised staff study. 

Pacific also directs our attention to Section 766 of the ?~blic 

Utilities COGe which provides th3t if the telephone corporations 

do not ~grce, the Co~sion may, after f~~~er hearing, esteblish 

a division of joint rates, tolls or charges. 

It is firmly establisneo that all parties have a duty 

to obey the o:rdcrs of this Commission, end, likewise, a right ':0 

rely on theI:lo If we have instigated this reliance,- credence must 

be given thereto. n,e filing of Application No. 45640 by Roseville 

Company and the contentions of Pacific are indicative that both 

P~cific ~nd Roseville Comp~y were subject to the same persuasion. 

Tl1crefore, this Co~ssion should acknowledge its own orders and 

accord a proper hea:ing to the parties. 

I ~1ould note also that Section 766 of the Public Utili­

ties Code provides for a hearing if the parties, after nego~iations, 

are unable to agree on a division of revenues. We l,ave no 

alternative, by virtue of this Section, but must bold a full 

hearing. 

~,e majority order (paragraph 2) presents an inexplicable 

cO~"'nd to one of tli.e litigants; namely, Pacific: "not more than 

sixty days after the effective d3te of this order) The Pacific 

Telephone ~nd Telegrapb Company shall file with the Commission a 

detailed report of all of it::; eX?e~ses in prepari..ne; and making its 

presentation in these proceedings at the hearings on October 16 

and 17, 1963." 
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There is no information in the text of the decision to 

rational~ze this direction. I am aw~re of no precedent. Why 

Pacific is singled out and not Roseville Company:. or even the 

staff, can only be answe:ed by the signatories to this decision •. 

Absent explanation, I disapprove cost CQpbatically~ 

The ch:.lllenge c f this Comrl!ssion is to exe:rcisc its 

powers in 3 manner to achieve their greatest usefu~ss. This 

decision fails to rcspond~ Tac record of the proceedings of 

October 16 and 17 is elaborate in its denouemznt of our inability 

to bring about an aecord between the parties. 
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APPENDIX A 
Page 1 ~f 5 

EXTE!\TOED SERVICE TRA..t:"FIC AGREEMENT 

THIS AGREEMENT made this day of 
19 , between THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY, a 
corporation, hereinafter called "Pacific Company", and ROSEVILLE 
TELEPHONE COMPANY, a corporstion, hereinafter called "Illdependeot 
Company", expresses the ~erms and conditions which will apply to the 
in~e:cb£nge of extended service traffic between the exchanges and 
rate areas set forth in EXHIBIT I attached hereto and ~de a part 
hereof. 

!. Practices 

A. Switchboard!E..£ Other Connections 

Each party will furnish by means of dial facilities, proper 
switchboa:::d and other connections within its system for the 
prompt handling of the traffic fnterchanged hereunder. 

B. Exchange and !nteTexc~ ..... 'lDge Fp-cilitics 

Each paTty 'tnll construct, equip, operate and maintain its· 
system so that the public will at all times be furnished with 
good eh~ended service, and each will furnish adequate facilities 
therefor. 

C. Points 2E. Connectio,E. ~ Routing of Traffic / 
" 

The points of connection between the respecti~e systcmz cf 
the parties hereto for the h~ndling of the cT~£fic iDte~~ngeG 
hereunder, and the ro~~ing of said traffic shall be as set forr~ 
in said Exhibit I. 

o. Billing ~ Collecti:lg 

Each party will bill and collect all Charges payable by its 
customers for traffic interChanged hereunder. 

E. Exchange ~ Information 

Each party will, upon request, furnish to the other such 
info~tion relating to the traffic interchanged hereunder as may 
be reasonably required. 

F • Protection 

Each party will take reasonable pr'Elcautions in the 
location, COtlstructiOll aIld maintenance of its lines for 
protectioo against hazard and interference f:om foreign ~Hire 
lines. 



A. Basis 2f Settlement 

.. oU>PENDIX A 
Page 2 of 5 

D.. SETTLEMENT 

Du:1.ng the tem of this agreement, IDdepencent CorJ:pany 
shall receive in settlement for all facilities and services 
furnished by it in connection with the traffic fotercha~8ed 
hereunder a monthly amount to be deeer.miDed from its plant, 
expecses aDd revenues attributable to suCh traffic as herein set 
forth. Settlement payments shall be made mOIlthly by Pacific 
Company to Independent Company upon receipt of a bill therefor. 

B. Stud:y of Plant .!E.£ Expenses 

Independent Company Shall ~ke a study of its plznt a~d 
expenses for the period :anue:y 1, 1963, to December 31, 1963, 
(herein called lithe test period"), to determiDe the amoUllts 
assignable to traffic interchanged hereunder. SuCh study shall 
follow the principles of the April 1963 NARUC-FCC Separations 
Manual. In maki.1:1g such study, plant and expenses shall first be 
separated between exChange and toll with exChange circuit, plant 
assigned message toll telephone service OD the basis of the 
relative number of minutes of use, consistent with the ftcdings 
of the California Public Utilities Commission 10 its Decision 
No. 50258. Exchange plant and expenses shall then be sep8ra~ed 
between the traffic interchanged hereunder and other exchange 
service, with local service area extended ~runks assigned . 
directly to the ~raffic interchanged hereunder. The balanee of 
the exchange circuit plant shall be separated on the basis of the 
relative number of minutes of use determined by d1vidiDg the 
number of minutes of use of the traffic interchanged hereunder by 
the sum of the number of minutes of use of the traffic ioter­
chan~ed hereunder and one half the number of originating ~nd. 
term40ating min~tes of ~se of local traffic. 'Local traff~c ~s 
that traffic orig:Ulating 8t1d ~erm11lat1ng in the i:odependetl: 
coml?any' s exchange listed in Exhibit I. Local dial switching 
equl.pment shall be separated OD the basis of dial equi~cnt 
minutes of use; i.e., the rrllllUtes of holding time of the 
origitlsting and terminating local dial equipment. Local m8tlUSl 
~i~cbing equipment Shall be separated on the basis of relative 
number of traffic units. Icdepecdect Company's plant to be 
considered in such study shall be its average plant iD use du=ing 
the test period. Expenses shall be its operating expenses and 
operating taxes for the test period and shall iDclude an 
allowance for municipal, state aDd federal iDcome taxes whiCh may 
become payable by ~dependent Company by rea SOD of the 
settlements made hereunder. 

C.. Study of Revenues 

Independent Compa1lY shall make a study of its Local Sen":'cc 
Revenues (which term shall exclude Local Private ti1le Se:vice 
Revenues) and its r,elated Uncollectible Operating Revexn:es, to 
determille the amounts thereof derived from the traffic inter­
ehallged her~dcr during the test period. Local Service Rev~es 
(after deductiDg UDcollectibles) Shall be apportioned betwe~ 
such traffic ana other exchatlge service in the proportio1l which 
the number of calls interchanged hereunder originating in the 
Independent Comp~DY' s exchaDge listed ill Exhibit I bears to the 
total tn.Ullber of all loeal calls or1ginat:ing i:o such exchange. 
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lndependent Comoany's costs attributable to the traffic 
interchanged hereunde: d~ring the test period shall be its 
expenses attributable to such traffic ~lus a return upon i~s 
average plant assignable to suCh tra:f~c during suCh period. the 
rate of return to be used in determining such eosts shall be 
Pacific Company's rate of return on its California exchange 
~perations during the test period. 

E. Amounts ~f.. ttonthly Settlement 

The atIlourit of IndepCl'ldent Company's costs .assi~able to the 
traffic interchanged hereunder less its local service revenues 
(l~~s uocollect1blcs) dorived therefrom during the test period 
sh~ll be converted to a monthly ~ouot per main station 
(indiviciual aDd party line primary stations Dnd P:SX trun!-: lines) 
based upon the average number of suCh ~in sta:ions in tee 
Inaependent Company exchange listed in Exhibit I during suca 
period. The amoUDt of settlement to be received by !Dcicpc:1oent 
Company he:reunder shall be equal to such monthly a::1ount per ::l3!.n 
station times the average number of tlal.n st.;:tions in the 
Independent Company exchange listed in Exhibit I duriIlg toe 
calendar month for which any such settlement is made .. 

F • Initial Settle:oent Payments 

Until Independent Compaoy's plant, expenses and revenues 
assignable to the traffic interchanged hereunder shall have beeD 
determined for the test ~criod from the studies provided for 
herein, settlement ;?ayments %I'.ade to Independent Company shall be 
based upon estlmates of such amounts. Such settlements shell be 
adjusted to reflect actual plant, expenses and revenues when 
tl'M.~ actual amoutlts thereof shall have been determined from such 
st:'..tdies. 

G. S,",b~~9Y~~ Studies 

Subsequent studies shall be made annually or when requested 
by either party hereto to reflect material changes in Independent 
Comp~n7's pla~t, expenses or revenues. Such studies shall be 
'lD3de in the same mantler and follow the same pritlciples as set 
fort..~ hereill. Settlements detemined on the basis of such sub ... 
sequent studies sh3.11 ;,ecome effective on the first day of the 
first month following the period under study. 
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~. G~L PROVISIONS 

A. Defaults ~ Viol~tion~ 

If either party he:eeo defaults in the payment of any amount 
due the other hereunder, or violates any other provisions of this 
agreement, and if such default or other violations snall continue 
for thirty (30) days after 'Written notice thereof, the other party 
may terminate this agreement forthwith by 'Written notice. 

B • li2. W.:1i ver 

The failure of either party to enforce any of the provisions 
of this agreement or the waiver thereof in any instance shall not 
be construed as a general waiver or relinquishment on its part of 
any puch provision, but the same sMll, nevertheless, be and 
remain in full force and effect. 

C. £",ancellation 2! !:='evious .!M~~ 

Except as to any amount due theretmder, this agrcex:cn= 
cancels all previous agreements between the companies or their 
respective predecessors covering the furnishing of interchange of 
local service area extended service traffic. 

, D. ~ of Agreement 

nus agreement shall t3ke effect on the date when local 
service area extended service is established between the exchm18es 
listed in Exhibit I and, unless sooner terminated as herein pro­
vided, shall continue in full force and effect for a period of 
one (1) ye;;:r from the effective date hereof and thereafter until 
:.erminate.d by sixty (60) days' prior notice in writing from ei th2r 
ps.:'ty to the other. 

~ WITNESS t.1HER.EOF, the parties here:o have c8US~d this 
agreement to be executed in their be...ulf on the date fl.rst above 
~~itten. 

THE PACIFIC TELEPHONE .AND 'I.ELEGRAPH COMPANY 

By. __ ~~~~~~~~~~~~~~ __ Vice President and General Mai~ager 

ROSEVILLE TELEPHONE COMPANY 

By. ________ ~~~-------
President 
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EXHIBIT 1. 

, 19 

Ateached to and made e. part of Local Service Area Extended 
Service Traffic Agreement dated , 19 , 
between THE PACIFIC TELEPHONE AND 'tELEGRA.."DH COMPANY and 
ROSEVILLE TELEPHONE COM? ~,. 

From the effective date hereof, the exchanges end rate areas to which 
said agreement will apply are as follows: 

Pacific Company 

Sacramento - North Sacramento 
District Area Only 

Fair Oaks 
Folsom 
Rio Linda 

Point of Connection and Routing 

Indeoendent Company 

Roseville - Citrus Heights 
District Area. Only 

The point(s) of connection for traffic interchanged under said 
agreement, the inte=office truxU< lines to be used for such traffic, 
and the routing of such traffic shall be as mutually agreed upon froe. 
time to time by the parties hereto. 

Identified 3nd approved this day of. , 19 

By' __ ~~~~~~~~~~~~~~~~ __ V1Ce Presldent and ~eneral Manager 
ROSEVILLE TELEPHONE COMFM:-.TY 

By. ______ ~--~~~ __ ---
President 


