ORIGINAL

Decision No. 67878

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STAIE OF CALIFORNIA'

Application of THE PACIFIC ;
TELEPEONE AND TELEGRAPH COMPANY,

3 corporation, for authority to
establish extended service be-
tween certaln of its exchanges

-dn the northern area of San

g Application No, 45903
Diego County, and to withdraw ;

{Filed October 25, 1963)

message toll telephone sexvice
rates now in effect between said
exchanges.

D)

Arthur T. George and Richaxd W. Odgers
for applicant.
City of Vista, by Don Martinson; City
of Escondido, by Russecll G. Taliaferro;
Colifornia Farxm Burcau Federation, by
Ralph Hubbard, intexrested partics.
W. R. Roche ond James Shields for the
ssion steatf,

OPINTION

After due notice, public hearing in this matter was held
before Commissioner Mitchell and Examincer Emerson om Maxch 5, 1964,
at Vista. The matter is submitted and is rcady for decisionm.

Applicant is presently providing exchange-telephone
service in Pauwa Valley, Fallbrook, Oceanside, Vista and Escondido
in the northern portion of San Dicgo County. Applicaont préposes.to
establish "extended axea service” aomong these exchanges and to
eliminate toll charges over certain of the routes between these
exchanges., Specifically, applicant proposes toll-free calling
between Pauma Valley and Escondideo, between Escondido and Vista,

between Vista and Qceanside, between Fallbrook and Oceanside and

L/ 1be record hexeln contains the complete record made in Appli~
cation No. 44899, heard February &4, 5, and 6, 1964 in Eurcka.

i
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between Fallbrook end Vista., Applicant proposes to offset the loss
of roll revenue betwecn these exchanges by inecreasing flat-rate

charges in ecach exchange.

The present toll routes imvolved, with initial B-Einutc
charges therefor, are as follows:

Toll Rate | Route Miles 3-Minute Charge

Eccondido~Pauma Valley 18 miles 25¢ toil

Eccondido=-Vista 11 miles 15¢ toll
F2llbrook-Qccanside 15 miles 20¢ toll

Fallbrook-Vista 13 miles 20¢ toll
Oceanside~Vista 8 miles 10¢ toll

As of December 31, 1963, the exchanges involved herein had

the following number of main telephone stotions, with concentrations
as shown: .

Exchange Main Stations Main Stations per
Square Mile

Escondido 19,414 7L.4
Fallbrook 4,071 - 36.2
Oceanside 18,952 73.6
Pouma Valley 490 _ 3.1

Vista 11,706' 222.1
Total 54,633

The basic flat-rate ﬁbnthly-charge incrcases-proposed.Sy

applicant are as follows:

Escondido Fallbrook Occanside Pauma Valley Vista.

Business
l-party $1.00 $2.50 $1.25 $3.50 $2.50
Farmer line 1.00 -- - - -

Residence o -
leparty .35 .85 <35 - 1.35 W85
bL~parxty .05 25 .05 W75 .25

Former line .05 - - - - - - N
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Applicant's basic premise for rate determination is that
its revenuc position before and after extended sexrvice should be
unaltered; that is, the new rates for extended serviee ghoulduneithet
provide it with additional profit nor saddle it with monetary penal-
ties. Its rate increasc proposal would produce an iﬁcrease_of
approximately $224,000 in exchange revenues. The new net cost of
telephone plant (approximately $1,737,000) chargeable to the prdposed
extended area serving arrangements would bring_applicaﬁ:'s net plant
devoted to exchange service in the extended axea to a total of over
$15,913,000. |

Approximately 125 persons attended the hearing in this

matter. Eightcen public witnesses were heard in behalonf various
public bodies, civic oxganizations, and certaiﬁ individuals, in
support of applicant'S-p:opbsal; . Three public witnesses testified
in opposition to the proposal. | |

Applicant's two expert witnesses testified, and'introduced
exhibits in support thercof, respccting the social and economic
characteristics of the various‘component exchanges and their iater~
relationships, exchange boundaries, estimated differential plant
effects, revenue and expense effects, the ¢alling choracteristics of
applicant's subscribers and‘specif;c proposals as to télephoné rate
changes.

The Commission staff presented the testimony of two expert
witnesses together with exhibits respecting analyses of applicant's
proposal. The staff opposed granting of the application on two
primary grounds: (1) that there is no clear and unequivoeal expression

of public support for applicant's proposal and (2) that theipresently
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existing toll facilities do not have a sufficient usage to proyide‘j
a basis upon which to convert them to extended sexvice. While ‘
opposiﬁg applicanﬁ'svover-all proposal, the staff supported the need'
for extended scxvice over the Oceanside-Vista and“the Escondido~Vista
routes, but only on the premisc that such trecatment is needed in k
ordex to meet exzsting boundary problcms which applicant haS-not

otherW1se mct.

Toll usage distribution factors, as measured by thé-avcrage-
toll messages pexr subscriber during a onc-month periéd,'together with
an indication of the fercentage‘of subscribers making no toilvcélls,
over the routeu, are shown in the following tabulation which reflects
data for the month of June 1962.

Toll Usage Distribution Factors
(average toll into the principal exchanges)

Average Messages Percentage of Subscribers
Between Exchanges Pex Subseriber Making No Toll Calls

Fallbxrook to Occanside
Business
Residence ,

Vista to Ocecanside
Business
Residencc

Vista to Escondido
Business
Residence

Pauma Valley to Escondido
Business:
Residence

Fallbrook to Vista
Business
Residence

o

43,2
58.8

13.2
291

30.3

27.7
19.2

52.0
66.9

At the direction of the Commission, applicant conducted 2

.
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wail canvass of all of its subscribers who would be affected by its
rate proposal. Questiommaires were sent to-34,589'subscribers.

Replies, sent directly to the Commission, totalled'18,466uof'53.4

pexrcent. Of the total replies reccived, 8,023 or 44.1‘p¢rcent‘indi-

-
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cated that they did not want exteonded ares service. In Escondido
61 percent of the residence subseribers, and 33.9 pexcent of the
business subscribers, who replicd to the éuestionnaire, expressed
opposition to the plan, in the other exchanges, while the majority
cxpresséd 2 desixe for extended sexrvice, Occanside indicated opposi-~
tion by 46 pexcent, Vista 29.2 pereent, rallbrook 36.5 pexcent and
Poume Valley 12.4 percent.

The evidence respecting applicant's earnings shows that,
as of Junc 30, 1962, on a net investment of $14,177,035 in exchange
plant before cxtended service, applicant was carning 1.62 percent.

Estimated exchange cornings on a net investment of $15,913,694 follow-

ing establishment of extended service, at the rateS'proposéd by apbli—

cant, would be only 1.19 percent. In oxder for applicant’s carnings

to remain unchanged, applicont's revenue would haﬁe-to bc\increased

by an additional $152,015 (additiomal to itslpr0poscd $224,000 in=

crease)., Its xrate proposal is dcficicnt by such amount. ITts prb-

posed xates will mot mointain cven the bclow-avcrage earnings vhich

the arca mow produces., On the average, the revenue deficieney of -

applicant’s proposal would require an increase of approximately 4Q0¢

per month per main station beyond that which applicant seeks., e
In this procceding, local telephone users have been offered

a so-called "toll-free! calling arrangement at baxrgain cxchangc rates.

Many subscribers desire such service, In view of the cons iderablc

revenue deficiency of applicant's proposal ‘however, and. of appll-

cant's avowed intemtion of neither prof*tlng nor being penalized by
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its rate proposal, it seems readily apparent thot, if applicant’s
plon Iis authorized, the deficicney must be made-up either by tele~
phone users outside of the affected cxchanges or by incxrcased xates
within the affected exchanges, The first instance would be unfair
to telephone users who would receive no benefit whatsoéver‘from the
acw serving arrangement, With respect to the second instance; the
record herxein does not demeastrate the willingness of the local
users to further underwrite applicant's proposal by payiﬁg,even
arcater rates then those proposed., Indeed, if the rosidential users
of Escondido may be cited és-an example, the willingness of sub=
scribers to pay cven the revenue-deficient rates profféred by eppli~
cant is mot clearly estoblished in this xecoxrd, It should be kept _—
in mind that applicant's proposal basically offers no new telephone

scxvice to the public; it merely would change the method of payment.

At the rates which applicant has proposcd, the plan is economically
unfeasible. | _

The City of San Mexcos lies astride the boundary between
applicant's Vista and Escondido excbanges. The portion within the
Escondido cxchange is presently o speclal rate arca, The City's
growth and develepment along the exchange boundary'prQSent. 2 serious f—-
and sgravating croés-boﬁndary calling problem. Insofar as this city
is concerned, applicant's present serving arrangement does not pro-
vide the city with a weasonzble local calling arca. |

'The City of QOceanside has growm in an'easgerly direction
and now Includes highly developed territory within the Vista exchange.
Tols growth, as in the case o< San Marcos, prcsénts a serious eross-
boundaxry calling problem. -

One other cross~boundary problem involves tclcphoné service

6-
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to a ranch wherein an exchange boundary divides the ranch property

in such a way as to foxce toll ¢2lling between the ranch head-

quorters and the foreman's quarters on the samevproperty.

Either cxtended orea trestment or cxchange consolidation
will afford reasonable loecal caliing arcas to subscribers involved
in eross=boundary problem éreas. In the cases of the cities above
nentlioned, extended arcs treotment is preferable. Applicant made
no proposal foxr meeting these separate problems, bowéver, and the
record hexein does mot centain evidence sufficient to permit the
Coumission to dir&ct that 2 specific solution be undertaken. Thé
ranch problem should never have occurred, for it is fundomental
and should be readily appaxent to applicant that no bOundary'shOuldl
divide a single premise. , |

In view of the evidence, ‘the Commission fimds that appli-
cant's cxtended arca proposal is economically unfeasible at the
rates which applicant has proposed. Applicant should immediately
undertake 2 solutlon of the cross-boundary problems sbove discussed.

The Commission comcludes that the application herein
should be denicd. -
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IT IS ORDERED that Application No. 45903 be and it is
hereby denied. |

The effective date of this order shall be tﬁenty days
after the date hereof.
| Dated at__ San Francisco , California, this 344@0 |

SEPTENBER
day of ' , 1964.

Commissioners




