Decision No. QKI2OHK™

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of THE PACIFIC TELEPHONE
AND TELEGRAPH COMPANY for authority
to publish, file, and place in effect
rates ip a4 new exchange in Somoma
County, Califormia, to be designated
the Timber Cove exchange.

Application No. 45673
(Filed August 13, 1963)

In the Matter of the Suspension and
Investigation on the Commission's own
notion of tariffs covering exchange
ares expansion of the Cazadero exchange
of the Redwood Empire Telephone System.

Case No. 7706
(Filed Septembexr 10,1963)

The Redwood Empire Telephone System,
a corporxation,

Complainant,
vS. Case No. 7716

(Filed September 16,1963)
The Pacific Telephone and Telegraph

Company, a corporation,

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

The Pacific Telephoné and lelegraph Company, applicant
and defendant;

Bacigalupi, Elkus & Salinger, by William G. Fleckles,

for Redwood Empire Telephome System, protestant,
respondent and complainant;

California Independent Telephome Association, by
Paul Fey and Neal C. Hasbrook; and California Farm

ureau rederation, by Ralph Hubbard, interested
parties;

Ermet Macario and Miltonm J. DeBarx, for the Commission
staxrk.

OPINION

By filing (Application No. 45673) made om August 13, 1963,
The Pacific Telephove and Telegraph Company seeks the authority of

this Commission to establish a new ceiephone exchange to be known as

Timber Cove exchange, to file rates for service thereln and to estab-
lish a toll rate center therefor.
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By filing (Advice lLetter No. 6) made op August 14, 1963,

The Redwood Empire Telephone System seeks to expand the boundaxies of
its Cazadero exchange in ordexr to add thexeto approximately 98 square
miles of territory, & mejor portion thereof constituting the area of
Pacific's proposed Timber Cove exchange., This £iling stands sus~
pended perding disposition of an ipvestigation on the Commiccion’s
own motion (Case No. 7706).

0n Scptember 16, 1963, The Redwocd Empire Telephonme Systenm
filed a complaint (Case No. 7715) against The Pacific Telephone and
Telegraph Company requesting ap immediate order restraining Pacific
£rom further constructing telephone plant in the area in which the
two utilities seek authorxity to provide exchange service., By
Decision No, 66040, dated September 18, 1963, the Commission issued
an interim cease and desist ordex. By Decision No. 66143, issued
October 15, 1963, after hearing, Pacific was permitted to complete
certain toll lime comstruction within the disputed arca, the cease
and desist order being continued in effect for all but the specifi-
cally describved toll line construction.

Thexeafter, on November 4, 5 and 6, 1963 and on January 9,
13 and 20, 1964, public hearing of the three mattexs was held on a
consolidated record before Examiner Emerson at San Framcisco., The
matters are submitted and ready for decision.,

The texxitory involved in these matters is bounded on the
west by the Pacific QOcean; extends from approximately the Rugsian
River om the south to about two miles north of Stewart's Point on the
noxrth, a distance of about 20 miles; and extends irregularly inland
as much as eight miles from the coast. Included in the area arxe
such commumities or points of interest as Fort Ross, Kruse Rhododen-
dron Reserve State Park, Plantation and Timber Cove. Timber Cove

lies approximately midway between Stewaxt's Point and the mouth of
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the Russiap River. A portion of the norxthern boundary is common with
the Annapolis exchange of Pacific Telephone; a portion of the eastern

boundary is common with the Cazadexo exchange of Redwood Empire and

the southern edd of the area meets the Mopte Rio exchange of Pacific

Telephone.

Forty ox more yeaxs ago there were extensive lumbexring and
ranching operations in the gemeral area and the territory was divided
into a rumber of telephone cxchanges, some of which were the Gualala
exchange, established in 1899; the Fort Ross exchange, esteblished in
1907; the Seaview exchange, established ip 1910; the Rules Ranch
exchange, established in 19063 the Duncans Mills exchange, estabe
lished in 1898; cnd the Stewart's Point exchange, established in
1925, All of thece exchanges wexe served by Pacific Tclephone.
Activities in the area declined through the years and when there were
two or less subscribers remaining in each exchange, exchange service
was discontinued, discontivuance in the Seaview and Rules Ranch
exchanges occurring in 1929, in the Fort Ross exchamge in 1931, in
the Duncans Mills exchange in 1937 and in the Stewart's Point excharge
in 1941. Since discontinuance of the exchanges, Pacific Telephone
has provided omnly toll station service in the area.

At the present time, the basic economic activities in the
area are sheep ranching, some lumber mill opexations and touxist
trade. An ion and restaurant have been built at Timbexr Cove. There
is & motel and restaurant at Ocean Cove. A subdivision of about 50
lots is located ncax Timbexr Cove and construction of a few homes is
reported to be under way. In the total area of about 100 square
miles, there are 43 semipublic toll telephome stations and 10 public
toll telephomne stations, all sexrved by Pacific Telephone.

Pacific Telephone received requests to re-establish exchange
service in the area in 1953 but decided that there was not sufficient

development in the area to warrant providing such service. In 1957,
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Pacific Telephone again received requests that a new exchenge be
established, this time by 18 persons living on the Seaview-Plantatior-
Meyers Grade roods. AS a result of the business recessiop im that.
year, econonic conditions in the avez becawe depressed, & lumber mill
closed and a number of the pexsons, who had petitioned for exchange
service, loft the area. At the vegitning of 1961 thexe were 29 toll
stations in the 100 cquaxe mile arca. Today, as cbove noted, there
are 53, ten of them being puolic toll stations. Pacific Telephoon —
caznvassed the axes im Augutt 1942 and obtaimed 72 signed applications
Lox exchange service, five of which wewe Later withdrawn.

Pacific Telephome's proposed Tiwber Cove exchange plant ic
designed to sexve 560 liues and &5 main stations iznitially. 7The pro-
posed 1.8l square mile base rate area, at Timber Cove, iz estimated
to encompass 9 future business subseribers and 2L future residence
sthscxibers and to have included therein 4 coin public telephones.

An estimated 33 residence subscribers and 4 business subscribers
would be outside of the base rate area and 25 of these would be on
8-party svburban lizes. Pacific Telephone's forecast respecting
suburban service is for 25 main stations on five lines as of January
1964, 26 main ctations om six lines as of Jamuary 1967 and 31 main
stations on seven lincs by Janvary 1972. Foxr the pxovosed service
within the exchange, Pacific Telephore ecstimates that its required
total investment will be $227,180. Of such sum, $39,100 represents
vew facilities.

Pacific Telepaore has had a history of scrvice outages in
the areca. The open~wire leads through the area run througb heavily

wooded terraim, are vuloerable to damage frow falling limbs, trees,

other debris and heavy winds. The salt fogs along the coast cause

electrical failures, particularly or carrier circuits. Complaints
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about poor service have been mumerous.”  Pacific Telephome's witmess
characterized its service as vexy poor, as comnfusing, as unpleasant
and as annoying to ites customers. He further testified that the
existing toll sexvice ''was worse than we had realized,” that the
utility was remiss in not watching it more closely and that the com-

plaints made by many customers demanded corrective action., One toll

station subscriber testificed that there hadn't been a week in the

last two or three years during which ke had coatinuous service. At &
public meeting in the arcd. a representative of Pacific Telephone
admitted that area nceds had been neglected.

Redwood Empire presently operites a single exchange, koown
as the Cazadero oxchange, covering an arca of about 100 squaze miles,
with its central off{ice and base rate area at the community of
Cazadero. Thiz utility was formed im 1957 in order to provide ex-
chapge service iD an area in which Pacific Telephone had provided only
toll station sexviceiél It now provides exchange telephone service
to approximately 142 subseribers. Its eastern exchange boundary abuts
Pacific. Telephone's Guermeville exchange and its southern boundaxy
abuts Pacific Telephonme's Monte Rio exchange. To the vorth and to
the west of the Cazadero exchange lies unfiled territory; that is,
texrritory in which no exzthange service is offexed by any telephone
utility.'

Redwood Empire's interest in the area was manifested in
1961 when the ther management of this utility informed Pacific
Telephone of its interest in expanding the Cazadero exchange to the

north and west. The ownership and management of Redwood Empire

For example, Pacific Telephone'’s witness testified that 77 com-
plaints were made by 51 subscribers duxring a 90~day period in 1963.

Held at the Fort Ross School op August 8, 1963.

See Decision No. 55779, issued November 5, 1957, of which official
notice is taken.
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changed in January 1962 and the new owners detexmined, in February
1962, that the Cazadero exchange should be expanded westward to the
ocean as soon as mnecessary toll lime and central office improvepenc
work at Cazadero might be completed. The dial office worl was com-
pletgd in September 1962 and the mew toll facilities were completed
in Jﬁly 1963, A prelimimary survey of the expanded area, made im
early 1962, indicated the possibility that as msny as 100 pexsoms
might take sexvice in the area. In May 1963, area canvass and ongi-
neexing work was started and signed applications for exchange tele-
phone sexvice were obtaimed. The area coverage survey disclosed a
potential of 126 subscribers. o

Redwood Empire basically proposes to enlarge its Cazadero
exchange by moving its westexrly boundary to the Pacific Ocean, to
create a detached base‘rate area to include the commuwities of Fo;t
Ross and Timber Cove and surrounding territory and to charge therein
the same rates presently effective in the Cazadero exchaoge. It is a
"package™ proposal, in that Redwood Empire also seeks permission to
waive the collection of line extension chaxges within the added
terzitory. In order to provide a dependable service, Redwood Empire
has designed its proposed system primarily for underground ipstal-
lation of its cables, using the method of direct burial by plowizg.
Although its original system design may require some modification of
wire sizes and repeater installations, a fully adequate and relative-
ly trouble-free telephome service would be prévided the public
throughout the axea. Its ancicipated over-all cost for the project
is approximately $160,000 for which it woz}d u§ein:e£im financing
through demand notes to Stromberg~Caxlson  and which it would per-
manently finance through a lomg-term lozn from the Ruxal Electxifica-
cation Administration. Based upon the assumed REA finanecing, Recwood
Empire's accountant testified that its finmancial condition would be

adequatc and npot require increases in telephoae rates for the

&/ Strombexg-Carlson, a division of Genmeral Dynamics, is & telephome
equipment supplier to the independent telephone industry.
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foresecable future. d

With xespect to Radweod Empire's proposal, a Commission
staff witness recommended that the proposed deteched bage rate area
be established as a "sgecial rete srea" wirh the rates thereiz
deterzined by adding 3 one-quarter mile suburban milesge charges to

the Cazadexo base rate ares rates. He also zecommended that line

extension charges be applied equaliy to all subscriders xeceivisg
scxvice fzom the exterded facilities and paid for op a monthly basis
over & period of five years.

As heretofore pointed out{é Pacific Telephoze has wnder-
taker work in the area in order to tmprbve toll service to its
Amvapolis exchange and to provide Civersified facilities for existing
and future roll &od specizl service development north of the disputed
Timbexr Cove arxea. It maiatains, and the testimony of its witnesses
coxroborates the fact, that such iwmprovement and expanslion work must
be completed no matter which utility may provide exchange telephone
sexvice in the disputed area. In the light of Pacific Telephone's
acknowledged serwvice deficiencies, it is apparent that i{ts project
should indeed be completed and that this Commission's cease and
desist oxder respecting such work may be termirated.

With respect to the choice between Pacific Telephome and
Redwood Empixe for the provision of exchange telephone sexrvice in t2e
disputed area, the cvidence clearly favors Redwood Empire. DPaclific
Zelephone has patently waited until competitios was at its door
before it teok apy steps to improve its service or to provide the
exchange sexvice which people in the arca desire. Recdwood Empire,
albeit a small utility, has provided its customers with good service,
bas made improvemezts in its facilitiec on its own volition, prévides
a superiox service insofar as party-line scrvice is concer=med and hac

‘the confidence of its cwisting ond prospective subscribers.

2/ 1n Decicion No. 66143, issued Octobexr 15, 1963, in Case No. 7715.
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By Advice Letter No. 8627, filed October 24, 1965, Pacific
Telephone sought to expand its Moote Rio exchange boundary to the
northwest of Jeonmer in order to imclude ome toll statiom subscriber
who has applied for Momte Rio exchange sexrvice. The filing was with-
drawn and by stipulation of the parties the problem is to be disposed
of in these proceedings. The evidence is convincing that this minor
expansion of the Monte Ric exchange is in the public interest and
that Pacific Telephone should again make such filing.

Io view of the evidence, the more importapt aspects of
which are hereinabove discussed, the Commission makes the following
£indings:

1. Redwood Empire and Pacific Telephome have sought authority
from this Commission to provide exchange sexrvice in essentially the
same area.

2. The public interest will best be scrved if Redwood Empire
is authorized to establish exchange telephoue service in the disputed
orea.

3. It is fair and reasonable to establish rates for service
therein based upon a Special Rate Area, generally covering Timbex

Cove and Fort Ross, with basic rates predicated op 3 ope-quarter mile

suburban mileage charges being added to the ratés effective in the .
Cazadero exchange. | | '

4. It is. fair and reasbnable to authorize andﬂreqniré a pooling
of all line extemsion charges for extension of lines ££om the existing
Cazadero outside pléht and to prorate the payment thereof by means of
monthly charges spread over a five-year pericd.

5. Exchange boundaries in the genmeral axrea chould be so _
delineated that neither overlapping nor area exclusion will occux «///
and‘ to such end the resﬁective boundaries should be slightly expanded v~

so as to include all of the presently settled portions of the axea.
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6. Pacific Telephomne's project to correct toll service defi-
ciencies should be completed,

7. It is fair and reasonable to requixe that Pacific Telephone
discontinue its toll stations within the expanded Cazadero exchange as
exchange service becomes available therein.

The Commission concludes as follows:

1. The application of Pacific Telephone should be denied.

2. Redwood Empire should be authorized to establish exchange
telephone service in the disputed area, as hereinafter ordered.

3. The outstanding cease and desist ordexr against Pacific

Telephone should be terminated.

4. Pacific Telephone should be authorized to expand its Monte

Rio exchange as hereinafter ordered.

IT IS ORDERED as follows:

l. 7Tbe Redwood Empire Telephove System is authorized to expand
its Cazadexo exchange to include the areas described or set forth in
Appendix A attached to this order and to establish withinm such
expanded exchange a Special Rate Area with boundaries described in
Appendix B attached to this order.

2. The Redwood Empire Telephone System is authorized to file
with this Commission, on or éfter the effective date of ;hfs order
and in conformity with the provigions of General Order No. 96-A,
tariffs revised so as to inelude therein the rates and charges set
forth ip Appendix C attached to this orxder. Such rates shall become
effective on the dacé op which exchange service is £irst rendered =

in the expanded exchange area, and the live extension charges shall

become effective on the effective date of this order.
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3. The authorizations hereinabove granted to The Redwood Empire
Telephone System will expire if mot exercised prioxr to July 1, 1965.

4, The Pacific Telephone and Telegraph Company is authorized
to file with this Commission revised tariffes by which the boundaries
of its Monte Rio exchange are expanded to those boundaries set forth
oo the Sixth Revised Sheet 229 of Cal. P.U.C. Schedule 37-T, original-
ly filed with this Commission on October 24, 1963,

5. The authority sought by The Pacific Telephone and Telegraph
Company ip Application No. 45673 is hereby denied and the application
is hexreby dismissed.

6. The cease and desist order issued by Decision No. 66040, as
modified by Decision No. 66143, issued in Case No. 7716 is herxeby
texminated and is of no further force and effect.

7. The Pacific Telephome and Telegraph Company shall discon-
tinue its toll statioms within the Cazadero exchange on such date or

dates as exchange service is made available in said exchange by the
Redwood Empire Telephone System.,

8. The suspension of reviaedICal. P.U.C. Sheets Nos, 98~T and
99-T filed by Redwood Empire Telephone System by Advice Letter No. 6
is hereby made permanent.

9. The investigation in Case No. 7706 is hereby discontinued.

The effective date of this order shall be twenty days after
the date hereof.

Dated at Sax. Francisco , California, this 24 74
day of ’7%4,L y 1964,

J
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APPENDIX A

Exchange Area

The following described sections, ranges and townships of

Mount Diadlo Base znd Mexridian axre authorized to be included ir the
Cazadexro exchange:

Sections 34, 35 and 35 ¢£ Township 10 Noxth,
Range 14 West;

Seetions 1, 2, 3, 10, 11, 12, 13, 14, 24 and 25
of Towmchip S Noxrth, Ravge 14 West;

All of Township 9 North, Ramge 13 West, excluding
Sections 1 and 12;

All of Township 8 North, Range 13 West;

Sections 15, 16, 17, 18, 19, 20, 21, 22, 27, 28,
25, 30, 31, 32, 33 and 34 of Township 9 North.,
Raage 12 West;

Sections 4, 5, 6, 7, 8, 9, 16, 17, 18, 19, 20,
21, 27, 28, 29, 30, 31, 32, 33, 34 and 35 of
Township 8 North, Range 12 West;

Sections 2, 3, 4, 10 and 1) of Township 7 North,
Range 12 West, excluding those portions of
Sections 2 and 1l located within the extended
Monte Rio exchange of The Pacific Telephone and
Telegraph Crmpany as authorized im ordering
paragraph 4 herein.
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APPENDIX B

Snoecial Rarte Area

The Special Rate Area within the Cazadero cxchange
chall imclude the following described territory:
Scetions 2, 9, 10, 11, 12, 13, 1&, 15, 23, 24
and 25 of Township 8 North, Range 13 West;

The Noxthwest 1/4& and the Southwest 1/4 of
Section 19 of Township & Noxth, Range 12 West;

The Northwest 1/4 and the Southwest 1/4 of
Scction 30 of Township 8 North, Ranmge 12 West.
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APPENDIX C
Page 1 of 2

RATES

The presently effective rates, charges and conditions are

changed in the manoer or to the levels set foxth in this appendix.

Schedule No. A=1l, Individual Line and Party Line Service:

Schedule No. A-3, Semipublie Coin-Box Service:

Schedule No. A~4, Mileage Rates:

For sexrvice within the Timber Cove Special Rate Area:

Rate Per Month

Business Service:

1-Paxrty Flat $7.00
2-Party Flat 5.55
Semipublic Coin-Box
Per Month 2.25
Minimur Chaxge Per Day .19

Residence Sexvice:

1-Party Flat 6.00
2-Paxty Flat 4.65
4-Paxty Flat 3.85

Revise conditions of Schedules Nos. A-1, A=3, and A-4 to
provide as follows:

Urban grades of sexrvice will be furnished outside the
base rate area and the special rate area at either
specilal rate area rates plus suburban mileage charges
to the nearest point on the special rate area bourdary,
OF at base xate area rates plus suburban mileage el

charges to the mearest point on the base rate area

boundary, whichever results in the lower charge to the
subscriber.

Schedule No. A=31l, Line Extension bhargeé

Modify RATES 1 and 2 by adding the following note:

“Except as provided under PATES 3."
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APPENDIX C
Page 2 of 2

Add the following under RATES:

3. Special Line Extension Charges in Expanded
Exchange Area
3. All subscribers to sexvice within the expanded

portion of Cazadexo cxchange, autkorized by
Decision No. % » shail be charged 51.25
per monta in liecu of the line cxtension
charges set forth under RATES 1 aad 2 cbove.
Said monthly charge (in addition to amy other
applicable charges) sikall be applied to all
subscribers in said area and shall be
discontinued on January 1, 1970.
Applicants for scrvice within the expanded
~ortion of the Cazadexo exchange, authorized
by Decilsion No. bl » Who apply for
service on or after Jamusxry L, 1965 shall be
subject to line cxtension charges under RATES
1 and 2 above in addition to the charges
applicable under RATES 3a above.

* Utility to insert decision number at time of filing.




