
GS 

Decision No. 67878 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of THE PACIFIC 
TELEPHONE AND 'I'ELEGRAPH COMPANY, 
.a corporation, for autb or ity to 
est<1blisbextended service be-

~ 
~ 

tween certain of its excbanges ) 
in the northern area of San ) 
Diego County, and- to-witbdraw ) 
message toll telephone service ) 
rates now in effect beeween said ) 
exchanges. ) 

) 

Application No. 45903 
.(Filed October 25,,1963) 

Arthur T. George ~nd Richard W. Odgers 
for applicsnt. 

City of Vista, by Don ~~tinson; City 
of Escondido, by Russet! G. T~lia~erro; 

C~lifornia Farm Bureau Fe eration, y 
Ralph Hubbard, interested parties. 

W. R. Roche and James Shields for the 
commission starf. 

OPINION -_ .... _ .... _ .... 
After due notice, public hearing in tbis matter was held 

before Commissioner Mitchell and Examiner Emerson on March 5, 1964, 
1/ 

at Vista. !be ~tter is submitted ~nd is ready for decision:-

Applicant is presently providing- exchangc"telepbone 

service in Pa1JXX!.3 Valley, Fallbrook" Oceanside, Vista and Escondido 

in the northern portion of San Diego County. Applicant proposes to 

establisb "extended area service" among these exchanges and to 

eliminate toll cbarges over certain of the routes between- these 

exchanges. Specifically, applicant proposes toll-free calling, 

between Pauma V;Jlley and Eseondi.<io, between Escondido Dod Vista, 

between Vista and Oceanside, between Fallbrook and Oceanside and 

11 the record berein contains the complete record made in Appli- , 
cation No. 44899, heard February 4, 5, and 6, 1964 in Eureb. 
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between F~llbrook and ViseD. Applieant proposes to offset the loss 

of toll revenue between these exchanges by increasing flat.r~te. 

ch~rgcs in c~ch excbange. 

The present toll routes involved, with initial 3~nutc 

cb~rges therefor, arc as follows: 

Toll Rlltc 

Escondido-Pauma Valley 
Escondido-Vista 
F~11brook-Oceans1de 
Fallbrook-Vista 
Oceanside-Vistl.l 

Route Miles 

18 miles 
11 miles 
lS miles 
13:m1les 

8 miles· 

3-Minutc CbarSt:c 

25¢ toll 
l5¢ toll 
20c toll 
20¢ toll 
lO¢ toll 

As of December 31, 1963, the excbanges involved bcr~in had 

the following number of main telephone st~tions, with conccntr~tions 

as shown:. 

Exehan~e 

Escondido 
Fallbrook 
Oceanside· 
P.;roma Vl.llley 
Vista· 

Total 

Main Stations 

19,414 
4,071 
18~952 

490 
11,706 

54,633: 

Main Stations :per 
Square Mile 

71.4 
36.2' 
73.6 
3.1 

222.1 

!be basic flat-rate monthly-charge incrc~scs proposed by 

~pplieant arc as follows: 

Business 
1-party 
2-party 
PBX trunk 

10-par1:Y 
F'8rmer line 

Residence 
1-party· 
2-party 
4~party' 

lO-party 
F&rmer line 

Escondido Fallbrook OccnnsidePaumn Valley Vista. 

$1.00 $2.50 
.8S 1.90 

1.50 3.75 
.80 1 .. 50 

1.00 - -
.35· .85 
.25 .50 
• 05 .25 .os .25 
.05 --

$1.25 
1.00 
2.00 

.85· - .-

.35 

.25 

.05 

.05 - -

$3.50 
2.80 
5.25' 
2.15· 

$2.50 
1.90 
3.75· 
1.50 - -

1.35. .85 
1.00~ .50 

.75 .25- . 

.75, .2~ --
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Applicant's basic premise for rate dete~tion is that 

its revenue position before ~nd ~fter extended service sbould be 

~ltered; that is, tbe new rates for extended service should,neithe~ 

provide it witb additional profit nor saddle it with moneta~ penal-" 

ties. Its rate increase proposal would produce Dn increase of 

approximately $224,000 in exchange revenues. The new net cost of 

telephone plant (approximately $1,737,000) chargeable to tbe proposed 

extended area serving arr~ngements would bring applicant's net plant 

devoted to excbange service in the extended area to· a total of over 

$15,913,000. 

Approximately 125 persons attended the bearing 'in this 

matter. Eighteen public Witnesses were heard in bebalf of various 

public bodies, civic organizations, and certain individuals, in 

support of applicant's p~oposal. !hree public witnesses testified 

in opposition to the proposal. 

Applicant's two expert witnesses testified, and introduced 

exhibits in support thereof, respecting the social and economic 

characteristics. of the various component exchanges and their intcr­

relationsbips~ eXChange boundaries, cst~ted differential plant 

effects, revenue and expense effects, the calling cb~l'r3cteristics of 

applicant's subscribers and specific proposals as· to telephone rate 

eh3tlges. 

The CommiSSion staff presented the tcstfmony of two expert 

witnesses together with exhibits respecting analyses of applicant's 

proposal. The staff opposed granting of the application on two 

primary grounds: (l) tbat there is no clear and uncq~ivocal expression 

of public support for ~pplic3ntfs proposal and (2) thst the~pre$ently 
~ 
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existing toll f~cilitics do not have ~ sufficient usage to provide 

a basis upon which to convert them to extended service. '{-]bile 

oPPosing ~pplicant's over-sll proposal, the staff supported the need 

for extended service over the Oceanside-Vista and the Escon.dido-Vista' 

routes, but only on the premise that such trc~tmcnt is needed in I 

order to meet existing boundary problems which applicant bas not 

otherwise met. 

'Xoll usage distribution factors, as me~sured by the .ovor~gc 

toll messages per s~bscriber during a one~onth period,togctber with 

an indication of the percentage of subscribers ~king no toll calls 

over the routes, are shown in the following tabulation which· reflects 

data for the month of June 1962. 

Toll Usa~e Distribution Factors 
(average toll into tSc principal exchanges) 

Between Exch~n~es 

Fallbrook to Oceanside 
Business 
Residence 

Vista to Oceanside 
Business 
Residence 

Vista to Escondido 
'Business 
Residence 

Pa~ Valley to Escondido 
Business· 
Residence 

Fallbrook to- Vista 
Business 
R.esidence 

Average Mess~ges Percentage of Subscribers 
Per Subscriber M2king No Toll Calls 

30 4 43.2 
1.2 5~.8 

10.8' 13.2 
3.9' 29.1 

6.2 30.,3· 
1.6 53.1' 

6.5 27~7' 
5.8 19'.2' 

2.4 52.0 ! 

0.8 66.9 

At the direction of the COmmission, ~pplicant conducted a 

~il canvass of all of its subscribers wbowould be affected by its 

rate proposal. Questionnaires were sent to .34,589 Subscribers. 

Replies, sent directly to the Commission1 totalled 18~466 or 53.4 

percent. Of the total replies reccived'1 8,023 or 44.1 percent indi-

, .. 
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catod th~t ~'ey did not want extended ~re~ service. In Escondido 

61 percent of the residence $ubscriber$~ ~nd 33.9 percent of the 

business subscribers) "'1ho rcplied to the questionnaire ~ expressed 

opposition 1:0 ehe pl~n. In the other excb<lnges
ll 

'(,lhile the Wljority 

exprcssed ~ desire for extended service, Oceanside indicated opposi­

tion by 46 percent, Vist~ 29.2 percent, F~llbrook 36.5pcrcent.and 

Pa~ Valley 12.4 percent. 

'!be evidence respecting applicant's earnings SbO'tolS that, 

:;s of June 30, 1962, on a net investment of $-14,177',035 in excbange 

plant before cxtcnoed service, applic~nt was earning, 1.62 percent. 

Estimated exchange earnings on a net investment of $15,913,694 follo"i. .... 

ing establishment of extended service, at the rates'proposed by appli­

cant, "'lould be only 1.19 percent. In order for applicant ' s earnings' 

to r~in unchanged, applicant's revenue would have to be increased 

by tln additioIlDl $152,015 (additional to its proposed $224,000 in­

crease). Its· rate propos~l isdcficicnt by such ~moun~. !tG pro­

posed r~tcs will not IIWintain even the bclO'W-~vcrage earnings "'1hieh 

the ~rc~ n~l produces. On tbe average, the =evenue deficiency' of 

applic~ntfs proposal would require an incrc~sc of approximately 40¢ 

per month pcr main sUltion beyond th~t which ~pplicont seelts,. 

In this proceeding, local telephone use~s h~ve be~n' offered 

a so-eDl~cd "toll-free" calling, arrangement at b~rg~in exch~ngc '!'~te$. 

Many SUbscribers desire such service ~ In view of tbe con'siderable 

revenue deficiency of Dpplic~ntls proposal, however, Dod.of appli­

eant r S ~vowcd intention ofneitbcr profi~ing nor being pCrullizcd by , 
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its rate propos~l~ it seems readily app~rent th~t> if ~pplicane's 

plan is ~uthorizcd~ the deficiency must be ~de-up eitber by tele­

pbone users outside of the ~ffected excb~nges or by increased rates 

within the affected exchanges" 'the first instance would be, unfair 

to telephone ~scrs who would receive no benefit whatsoever from the 

tlC"'w'1 serving arransement. 'li1itb respect to the second insUlncc, the 

record herein does not· dcm.o:l.$tl:,ate the "ri.llingncss of tbe local 

users to further underwrite applicant'~ proposal by p~ying even 

greater r~tes tbtln those proposed. Indeed', if ~bc residcnti:Jl users 

of Escondido may be cited as an example~ the willingness, of sub-

scribers to pay even tbe revenue-deficient rates proffered by ~ppli-

cant ~z not clearly established in this record. It should· be l<ept 

in mind that applicant's proposal basic~lly offers no new telephone' 

service '/:o the public; it merely would cbange the method'of payment. 

At the r~tcs wbich ~pplicant b~s proposed, the pl~n is economica;ly 

unfeasible. 

The City of San Marcos lies astride the boundary between 

~pplican.t r s VistD and Escondido cxcb~nges. The portion ~:ritbin the 

Escondido exch~nec is presently ::l speci~l rate are.:l. !he City's. 

" / 

----. 

gr~rcb and development ~long the cxch~nge bounciary present. a serious t---

and ~gsrav~ting cross-boundary calling problem. Insof::lr as this city 

is concerned, applicant's present serving ~rrangcmcnt docs not pro­

vide tbe city with a rcason~blc local calling area. 

The City of Oceanside has grown in an easterly direction 

and new i~ludes highly developed territory within the Vista exchang~. 

Tois growth, as in the case 0: San ~rcos, presents a serious crOS$­

boundary calling problem. 

One other cross-boun~ry problem involves telephone service 
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1:0 a rancb wherein an cxchange boundary dividcs- the r.;Jnch property 

in such a way a s to £ orc 0 toll c.;J111ng between the ranch hcoc1-

quarters ~nd the foreman's ~rters on the S$me property. 

Either extended ~rea ereatmcnt or excbange consolidation 

will ~fford reaso~ble local calling ~reas to subscribers involved 

in cross-boundary problem areDS. In the cases of tbe eities above 

mentio:'lcel, extended arcc";l treatment is prcfer"ble. Applic"nt made 

no proposal for meeting tbese separate problems, however, and the 

record herein docs not contain evidence sufficient to permit the 

Cottmission to <iirect t~at a specific solution be undertaken. '!be 

ranch problem should never have occurred, for it is fundamental 

and should be readily apparent to applicant tb~t no boundary should 

divide a single premise. 

In view of the evidence, 'th.c Commission finds that nppli­

cantls extended arc~ proposal is economically unfeasible at the 

rates-which applicant bas proposcd. Applic~nt should fmmedi~tcly 

undertake ~ solution of the cross-boundary problems above discussed. 

!he Commission concludes 'that 1:be application herein. 

should be denied. 
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OR.DER ~ ...-t _ -.-. _ 

IT IS ORDERED th~t Application No. 45903 be and it is 

bereby denied. 

The effcceivc dDtc of this order shall be twenty days 

after the date bereof. 

Dated .at:_..;;,S!;;.;;~.' ___ n~_._:n_ei_!'Ie;.;;.o_~. California, this 
SEPTEMBER day of. _______ -", 1964,. 

" Commissioners 
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