Decision No. 03667 m RU@HN&L
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CA;IFORNIA

Application of THE PACIFIC TELE- ;
PHONE AND TELEGRAPR COMPANY, a
corporation, and THE WESTERN UNION
TELEGRAPE COMPANY, a corporation,
for authority to carry out the
texms of an agreement amending

3 Application No. 47430
Contract No. 1, pertaining to the ;

i |

)

)

(Filed March 24, 1965)

leasing of circuits within exchange
areas, and an agreement amending
Contract No. 2, pertaining to the
leasing of circuits between ex-
¢bange areas. -

Axthur T. George and Richard W. Odgers, for The
Pacific Telephone and Telegraph Company, applicant.
Noel Dver, for The Westerm Union Telegraph Company,
applicant. - '

James H. Kreiger, and John H. Barrows, for California
Interstate lelephone Compaay, interested party.

R, T. Perry, for the Commission staff.

C PINION

Public hearing was held before Examiner Gillanders at
San Francisco om May 24, 1965, and the matter was submitted upon
receipt of Iate;filed Exhidbit 3 on June 8, 1965.

Evidence ﬁas submitted by applicants. No ome opposed
the authority sought. Representatives of Caiifornia Incerétgte
Telephone Company and the Commission SCaﬁf_aésisted in the dé@elop—
ment of the recoxd. | | A,

| Pursuant to authority gﬁanted by the Commission tnf
Decision No. 39219, dated July 1§; 1946, applicants, The Pacific
Telephone and Telegraph Company (Pacific), and The Wéscérn Union
Telegraph Company (Western Union) enteréd‘into twp-agfeements,

designated Contracts Nos. 1 and 2, respectively. In Decision
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No. 57553, dated November 3, 1958, and ia Decision No. 64152,
dated August 21, 1962, the Commission authoxized applicants to
carry out amendments to said contracts.

Contracts Nos. 1 and 2 cover the leasing of circuits
within Pacific’s ekchange areas and the leasing of circuits between
Pacific's exchange areas, respectively., Both contracts‘provide}
in part, that each party‘will IeaSetc-the other upon reasonable “
notice and under the terms and conditions stated therein, circuits '
for.operation by lessee in the conduct of its'public‘communications
business. |

Applicants now propose to further amend Contracts Nos. 1
and 2. Contract No. 1 would be gmended*to:

1. Delete the detailed Statement of purposes for which
circuits leased to Western Union by Pacific may be used. The
detailed statement would be replaced by a general statement to
the effect that circuits leaeed to Western Union by Pacific nmay
be used for all of Westernfuﬁion's public communications business
subject to the exception thet inscfar as the use of cixcuits for
local exchange or interexchange switched service (otﬁer than
privete line switched-service) is concermed, WEStern Union must
use such circuits principally for nomnvoice tranSmission.

2. Provide that lessor may, if requested by Iessee, furnish
telephone circuit termingl equipment located in a central office

of 1essor.

3. Increase the charge for terminal loops from $2.00 to
$2.50 per month.

Contract No. 2 would be amended to:

1. Provide that in the case of circuit sections suitable

for voice frequency transmission and in the case of circuit
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sections of wider band width suitable for facsimile ox data
transmission, the lessor will provide all equipﬁent located in
or between its own prineipal central offices, and lessee will
provide all other eqpiémentrequired to be associated}with"the.
circuit.section.

2. Change the statement of purposes for which circuits
leased to Western Union may be used, in a mommer similar to
Contract No. 1. | ,

3. Reduce the charge per airline mile for circuit sectioms
suitable for voice frequency transmissions.

| Certain other minor changes fox consistency‘wquld be

made in each contract.

The general traffic engineer for Pacific tesciiied

~ regarding the provisions of Contracts Nos. 1 and Z and the PrOPOSéd
amendments to said contracts. He further testified thec the in-
creases in charges under the amendients to Contrect No. 1 will
result in an estimated gnnualized intrastate fevenue increase of
$53,130; the corresponding decrease under Contract No. 2 will be
$55,299; and the net revenue effect upon ?acific's intrastate
operations will be an estimated decrease of $2,169 apnually. He
stated that such revenue decrease would not impaixr Pecific's
abilicy to discharge its re5ponsib11ities to the public. Exhibit 3,
prepared by Pacific, shows that for the Californmia ip::asta:e
facilities furnished by it to Western Union as of Junme 30, 1954,
the annual revenue earmed under Contract No. 1 was $4775704, ‘
under Contract No. 2 was-$669;871? and the total revenue under
both Contracts was $1,177, 575.

Pacific's witness also tes:ified that similar contraccs

to those proposed herein have been entered into'between wescern

-3-




AL 47630 fed

Union and other Bell System telephone companies throughout the
nation; that the reviséd bases of charges are uniform in all such
contracts; that such charges wexe developed in consideration of
cost studies prepared by_BeIl System engineers; and that the cost
studies reflect the average of the costs incurred b§ Bell‘Syscem
companies under'all such contracts. The witness also averred that
the revised contracts pxopbsed hexein would have no adverse effect
on operations of independent telephone companies in_CaIifornia.

Western Union's division manager of xeal estate and

regulatory matters also testified in éuppor: of the appiication.

His testimony related to operations under such contracts and to
the economic benefits to Western Union from leasing,fécilities
from Pacific in lieu of providing and maintaining sepéré€e~circu1t
facilities of its own. |

The Commission staff representative urged that the
Commission modify the conteﬁt of statements required to be filed
by Paéific aod Western Union‘pursuant'to~Decisions Nos. 57533 and
64152 (supra), in oxdexr to simplmfy the information required to
be furnished to the Commission.

The Comm;ssion finds that the agreements described in
the application herein a;ending Contract No. 1 and Contract No} 2
will not be adverse to the public interest and concludes that the
application should be granted. Ordefing paragraphs 3 and 416fv |
Decision No. 57553 and oxrdering paragraphs & and S of Decision No.
64152 willlbe~rescinded and Pacific and Western Union each will be
required to file feports as of June 30 of each year showing its |
California intrastate ‘equipment Ieased to the other under Contracts

Nos. 1 and 2, the moncbly and/or annual rates therefor, and- che

annualized revenue based thereon.
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ORDER

IT 1S ORDERED that:

1. The Pacific Telephone and Telegraph Ccmpany'and‘Thé

Western Union Telegraph Coﬁpcny, applicants herein,‘a;e”autbbxi;ed
to carry dﬁ: tke torms and.éonditions of the wricttea agreeme#ts_
dated-January %L, 1965 attaéhed to the application-as'Exhiéitfc
cmending Comtract No. 1 des *’bed in znd a ched €0 said app_i- _
cation a2 Exizibic 2 s and Ccn*ract No. 2 de srived and atzachcd f’/(
to sald applzcation as Exhibit 3. wl | |

2. Appliczats shall file withfghe Commission'within-fhirty‘
days after the effcetive date of thisﬁprder,‘twovcérzified copies’
of the amending agwcoments as cxecuted, togethér with a statément
of the date on which the amending-agrge#én:s’aré déem¢¢'to*havé"
becore effective. | R .

3. Oxdering paragrapos 3 dnd & of Declsion No. ”553'and
oraermng parag*a Ps 4 2nd 5 of Dccis;on Now: 64152 are hereby
reseinded. :1

4. As of Jume 30 cf each ;e¢r;;adt Contraccts Nos. 1 end 2
(as amended) are fn force zad effee Mnd w‘tb.n sixty day" there-
after, Pacific and Western Union shall cach submit to the Cymmfaaﬂmn‘
& Statement, similar to Zxhibiz 2 in zhis p:cccediﬁg, showing its
California fmtrostote equipment snd fecilizics lcased o the other -
pexty wvader szid Ceat tracts Nos. 1 and 2, the monthly, ana/or aonual
rates thorefor, and the aanua*lzed reven:e based thereon. In
eddition, on eaca zonmual ste zemert shall te aaow* thP total of the
prioxr twelve-months Celifornia ~*trastate caa:gﬂo on equipment

and fzeilities leaced to the other party.
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. S. The authority granted herein shall. expiré ‘unless
exercised within thirty days after the effective date hereof.
This oxder shall f:vecome effective twenty days‘ after
the date hereof. . | o |
Dated at S AWES ooiieornia ehis /7 day of
SEPTEMBER -, 1965. - '

Commissioners:




