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Decision NO'. 71418 ------------------
BEFORE '!BE PU'BUC tJ'nLITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter or the Appl1cs.Uon ,ot THE 
'WESI'ElmTELEPHONE COMPAl.W> a Ca.J.1toxm.a. 
corporation, tor authorit.1 to, establ1sh, 
maintain and operate telephone exchanges 
to be kr..O'W%l as the Mad R1 ver Exchange, 
the Orlee.ns Exchange" and the Tr12U ty: 
Center Exchange, and to tile" publish 
and make et!ective rules andregulat10ns 
tor telephone service in said Ma.d: lliyer" 
Orleans and Tr1n1 ty' Center Exc:ha.nges:~ 

OPINION AND ,ORDER 

Appl1cation' No. 48394 
(F1led April 12> 1906) 

The Western Telephone Company> 'by the above entitled, 

a.ppl1cation, requests authority to: (1) Establ1.sh, ma.1nta1n and 

operate telephone exchanges in the COXllmUZU ties or Mad Rj,ver ,in 

Tr1n1ty County, Orleans. in Humboldt' County ,and Tr.1l:dty' Center 1n 

, Tr1ru. ty County in accordance with the time schedules l1sted below 

o~. est1ma.ted comple'Uon dates and to render, exchange service and 
\:".. '. . '. . ' .. 

toll service in these proposed exchanges" the areas of which .1nciude 

c.ertlJ.1n 0'£ appll.cant's present toll station serv1ee' s.reasa:c.d por-
, '. . 

tions of unassigned territory; 

Schedule of Esti~ated'Completion Dates 
Proposed Exchange Estimated' Completion Date·, 

!f.a.d River Septemcer;,1967' 
Orleans. Ja.nu.ary~: 1967. .' . 
Trinity Center December; 1966: 

. .. . 

(2) To publish, file and :nake e.f.fe-ctive new o~ revisedtarii"£'· sheets 

set.ti..."lg forth rates a.."'ld. maps applic.able to t.elephone service in the 

proposed Mad River, Orleans and Trinity Center Exchanges. 

Applicant is· a California corporat.ion £urnishingexchange 

and toll telephone service in the . countie s o£,HumbOld~,:' M~ndOCinO 
atld' .Trinit y • 
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Applicant requests, ex parte action bs.sedonthe fact that 

essentia.lly all existing subscribers have been adVised 0'£ the pro

posed chaige !'rom toll s:ta.:Uon area. service to exchange service, 

have been advised of a:ny sign11'icant c:hange 1n over-all. cost' to them~ 

and'ha.ve indica.ted their denre for the new service, to be 

proVided. 

Investiga~ion by Commission Staff 

A member o£ the Commission sta££ made a £ield invest,igation 

of the three areas on May 24, 25 and 26, 1966. A report on' this 

investigation and analysis'of: the application is made: a part of the 

record as Exhib1t 1. 

Present Serviee and Present and Projected Number 0'£ Stations 
, ' 

Toll stat10n telephone service 1s nowf'urn1shed byapp11-

cant in the 'toll station service areas' that are proposed to be 

included 1n the proposed exchange areas. The proposed, Mad, R1 ver 

Exchange area. includes present Forest Gl~n, Mad R1verand"Ruth 'Toll 

Stat10n Service Areas. ' The proposed Orleans Exchange1neludes the 
. , 

Orleans Toll Station Service Area. Tb.eproposedTrin1ty Center, 
. , 

Exehioge 1ne~ude$ the Tr~ ty Center Toll Station se~ce" Area.. 

Except for poI"Uons of unass1gned terri-tory included': 1n'the proposed 

exch.a:o.ge areas, tlUs appl1cat10nbas.icaJ.ly involves the conversion 

of the a.bove' named toll station service areas, to, areas 'in' wh:tch" the ' 

h1gb.er grade' exchange service w.111 be offered. The :f'ollowj;og' ta.bu~ 

la.t10n shows the number or toll station subscr:Lbers as or 

December 31. .. ~965> locatedw1t'tl1..n the bounda.r1es,o:ttn:e' proposed 
, " 

il "h, 

I 
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exchanges. and also snows. the est.1.m.i~ted number o-r exchange'su'b-
<, 

scr1bers at the" da.te of' the establishment ot exchange sernce and 

a.t the end or f'ive years: 

· Xoll S't&t;Lon : · · Subs.e%'1'bera : Exchange' Subcribers · : 8.$ ~ 121..~L62 : At Cutover . M'ter F1 ve Xears· 
Proposed. : Non-Pay . Pay : Non-Pay . 'Pay : Non-Pay . Pay . . . 

· Exe'benge :- Stations: Stations :- Stat10ns :- Stations :- Stations :. Sts.t!ons · 
Mad River ~ 7 92' 8 205- 9' 
O:rleens l2 5 96 6 16i; 7 
T:r1.n1 ty Cen'ter 45 4 l59 9 2ll 11 

There is -no other publ1c utility :f'urnislUng telephone 

service in the territories proposed to 'be .1rJ.cluded, in 'the proposed 

Mad R1ver> Orleans. and 'Xr1l:U.ty Center :Excha.n.ges. 

Cococreial: Survey to Determtnc Need 

Applicant sta.:tes the !olloWing: 

l. The n\lIl'll)er o£ exchange subscribers est1m8.ted' at 

cutover and a.:f'ter n ve yea:rs a:re based on commercial surveys w~ch 
'" I ' -. . -I 

started 1n late 1964 and are being kept current-as changes OCe'ux". 

w 

: 
: . 

2. An etfort was made to contact all potent1a.:l' sub

scribers Within the r 7S'pect1ve exchanges" as well_ as the' subscribers. 

now receiVing toll sta.t1on service" and w1th~or except1ons--tMs 
I 

was accompl1Shed. 

3· Dur1:ag each 1nterv1.ew·of' the eo=nere1a.l survey" the 

se~ce to be provided was expls.1ned and the proposed- ra.tes. were 

outlined. No objections were ra.1sed bye:1.ther potent1aJ. subscrib

ers or present toll station subscribers- to the proposed-change :in 

ld.nd of se~ce or to the rates' shown on the, applicat10n forms .. 
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4. Applica.tions tor service and comme:rci8.i surveys show 

requirements tor service :1n the presently unass1gc.ed territory being 

included in, the proposed exchange areas. 

, Justifiention f~~ Exchnnsc Service 
, 

App.ll.cant states the f'oJ.low1ng.: 

l. The grades of se~ce deSired" as determined by the 

sa.rvey" 'Would not be practical except on an exc1:lange 'bas1s ~ 

2. It would not be pra.ct1caJ. to cons.;truct a sufi'icient 

number or a.ddi t1onaJ. c~ts to. supply the requirements by usjng 
I 

toll stations over the distances involved because the costs' are' 

comparable to the cost of' new exchanges. 
, " 

3. Consequently, it ha& been decided by a.pp11cant that 

the service requirements and costs warrant the, establ1shmentof' the 

proposed exchanges. 

Rates 

Applicant proposes the f'ollowing exchange sernc'~ rates 

to be a.ppllcable 1n the proposed. new excha:lges.: 

Proposed Grade 
of Serv:i.ce 

Mad River, Orleans and ~ty Center: 
Ind~V1dU&l . 

Pro~sed Mon~ Rates, 
BUs ess, ,es:idence 

Two-Party , 
Suburban,F1ve-Ps.rty 
Extension 

P".roposed MU.eage Rates: Rates for each one-qua.rterm1le or 
tract:1.on thereof'":f aj.rJ.1ne mea.surexnent" 
per month: 

IndirldusJ. 11ne - $0.50 
, Two-Party "':' $0:-35 



: 
: . . 

Applicant states that the proposed. rates are the- same as 

those printed. on the nReques.t for Serv1ee Forms Tf used. in the eom-' 

mere1&l. survey; that none or the ra.tes are higher than aJ.rea.a.y exist . 

1:0. a.pplicant' s Hoopa.~ Ha.yt?rk~ Willow Creek" Alderpoint; Leggett 

and Piercy Exchanges; that the proposed rate for: two-pa.rtyresiden

t1a.J. serv1ce w1.lJ. be the same as the ra.te o"r four-party res1dent1a.l 
, 
" 

serv1ee and. the 'proposed rate tor five-party service w:1.11 be the 

same as the ra.te tor e1ght-pa.rtyserv1.ce 1n the exchanges listed .. 

AppJ.ieant t s proposed ra.tes. are compared w:tth, ra.tes in 
.' " . i"., 

nearby exchanges of other compan1es :1.n the following tabulat1on;-

Canpe.r1son of Ra:tes. in Nearby Exc:h.a.nges . 

: :- M!Ueage : : 
: : Rates·: P.es1d.enee : 
: Bus1ness :Ind1 Vidual: : Two-: : 

Me.d R1 ver (PropoSed.) 
Br1dgev1lle (Pa.e1fie8.) 

:IncU.V1d.'1lal :SU'bUl'ba.n: 2-Party :IndiV1dua.l.: Pw:t:r :SU'e\:rbcn: 

$ 7.25 $5.50d $.50/.35 $5.50 $4.00 $4.50d 
5.80 4.45e .1)0/.35 3.70 3.002.~ 

Orlean& (P.roPosed) 
&"y Camp (S1:okt~u b) 
Or1ek (West Coe.s.t ) 

7 ·25 5.!?O~ .50/.35 5.50 4~OO 4.SO! 
4.75 3.75 ·60/·4¢' 3..75 3.40 . J.~4O'" 

l2.l5 S.60f: .75/ ~50' 6 .. 85, 5.S5 5 .. l~ 

~ty Cen~Proposcd) 7-25 d • 50/.35 5.50,: . 4ioo 4 .. 50d. 5,.50 
t'tmsmn1r ( e) 6-30 4.70e .. 50/.35 3.~e 3·95: 3~25,' Sba:r.te. Lake (Pe.e1:r1e) . 6.30 4 .. 70e 

.50/-35 3.95 S~25 3.~e 
I.ew1ston (Pat::tfic) 4~45e e ,.)5~80 .5O{.35 

NOTES: eo. 'l'b.e Pa.c:U1e Telephone and 'relegraph Company _ . 
'b. Sie.k1you Telephone ~ .. 
e. West Coast TeleJ;lb,olle ~ o-r Co.l.U'orn1a. 
d.. 5-po.rty. . . 
e. lo-pe.rty_ 
'!: .. ' 8-lXU"tY • 

3&70 3~OO 2.95-

, 
~e companyts a.pplica.tion has the f'ollow1ng ra.tee:f't'ects: 

(1) e11:1::l1ne.t1on of' toll charges i'or caJ.l.sw1th1n ea.cb. o:f"the pro

posed exchanges; (2) e11mj n at1on of the monthly toll gu8rsnteeo~ 

$5.50 f'or ca.l.lc \dtb.:1.n and out 0'£. the proposed exeha.nges; (3.). 
. :1 

establishment of exChange ra.tes for se~ce Wi.th1n the proposed 

exchanges; (4) el1m:1llat1onof' toll ra.te:eenters for .the Forest Glen 
. '.' ,I , 

and R1.tth Toll Sta.t1on Sern.~ Area.s· and the es..tc.'b.ll.sbment> o~ toll 
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rate centers tor the prop¢sed ~ltiver~ Orleans and. Tr!n1ty Center 
" 

Exchanges at the same locations ,as the present. tollra.te centers 

for the Mad ~ver) Orleans and Tr1n1ty Center Toll Sta.tion'~rv1ce· 

Area.s.. The present toll sta.tion subscribers m the Forest. .Glen and 

Ruth Toll Sta.~1on Serv:tce Areas:; will have a. change 1n':toll chArges 
. , , 

e.s a. result of th.e establishment of a. different toll ra.tecenter 

.1'or these suoscnbers.. Condition 7 of' tari1":f schedule: ~l"nMeSs3ge 
, ., , • ,'c 

Toll Telephone Service"" 'Will allow, the company to p;ovidetoll, 

stat:S.on service 1:0. the proposed exchanges at1ts d.:1scret1on~ 

App11ea..""lt states that there 1sat presen~llttJ.e ealJ.1ng. 

'cetween toll stations nthin' a. toll station se:rv1ce area.. ; <on th.1s 

basis" it is expected that ~ of the pres.!ent sUbscd:berswill, 
" :~i: 

have an increase 1Ii their monthly bill. 

Pe.c111t1es, Present and Planned 
" \ 

Applicant state's that engineering ,designs have- been com-

pleted tor Orleans and Trinity Center a:o.d tha.t the . central office 

design tor Mad River 1s completed but the· outside plant- . design has 

yet to .. be ma~e. !he tac1l1 ties for ea.ch PX'O.t:osede.xcb.snge ~8.l'e 
:! '. ',." 

described below. 
:! 

~d River ,., 

"I 

Applicant's plans are to serve the proposed Mad River 

Exchange by new microWAve from a.pplicant's ex1st1l:lg system on :Pratt 

Mo'U..."lte.in which·..d.D. connect to appllea:c.t f s Ga.rberv:llleToJ+ .Center. 
. . . . 

The new microwtJ,ve will reple.ce the present subsCriber, carrle;r over 
.... :., 

open wire lines from the Hayt"ork Centrsl Office. This, toll' link 
, . , 

..,."1ll per.u t serv..tng 11M R1 ver 'With more rell8.b:111 ty than oyer. the. 
, , . 

. "I :1 " '. '" '. 

~X1s-:;mg open Wire llriesand asignif1eant amoimt of'tra:N'1cwill 

be more. directly ro'.!tee... Applicant states tba:!; anew central office 
<, " 
" , 

bullding andd1al equipment and add1t1onaloutside plant. must be 
"', ' 

proV1.ded and that the existing open wire and ca.ble plant a:):'e'nearly 

new and reu~ble. 
-6-
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A. 48394 " 

Applicant states that the present micr~ave from 

Weaverville together with channelizing .equipment: is' reusab-1e - for' 

interexcnange trunking; the exis~ing bui.ldiug wi1.l ·~·~rged) 

dial central office i.nstalled and additional outside. cabie.' punt 

constructed. The toll center will be atWeaverv:i:lle~ :: 

Trinity Center 

Applicant states that the present microwave 'from. 

weaverville together witll. cballnel:tz1ng' equipment i.s reusable for 

intcrexcbange t'rU:l.k!ng; dial switching equipment will be iIlsta.l~ed 

in an existing building and: requ1red·.cable outsid~.plant'w11l~, . 

constructed. . 

Regui=ed:r.nv~stmcnt . 

Applicant states tbatthe exist1ngandesti.mated . 

gross plant for 1971 after cutover in the propOsed exchanges" will 

be as shown in the following table) which also include~':,the' costs 

per station derived from applicant's figures: 
. . 

Exi.sting an.d Estimated Gross Plant for 1971 

"'( 

: : Existing Investment : Est1ma.ted Gross :. 
0, : Amount : $/Sts.t1on :: . P~ant ~orl271 :: 
:. ____ ..:kr;-=-=.ec.=.,. ____ ..:.::...;a;::.:t:;..:1~2~t3t:,J:!:.J..L.::'6 .. 5c..·, .::.:~12=.L...o/31L65' : .AmO.\mt .' :: $JIs4:tf.§n# : 

$12",600 $ 470 $227 ... 760: . $l~o6o, ' 
56,842 . 3,340; . 134.,903,.. '.800 
59",671* 1",220' ,225r~ 1",020 

',: * ·Appl1ee:t.1on :tneo~etly shQl.O'ed $14,305 ·~oriand· ' 
, e.:c.d. BuUd:tngs. in Nev COc.struetiOIl' 1nsteaa.., or :en' , 

E:ld.st1~ Plant. (According ,to: Exhibi'tNo •. 1.) 
. .' , . ' 

if Main Station •. 

The company-wide average telephone plaut, per main 

station is $1,370. This amount: includes, toll plant .. 
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A breakd.own bY.per cent o:f"to~ ".of ·the.a.boye 1nvestxnents', 

is given below: , .... .. ~'" ,~ 

. 
3~~akdown of Existing and Gross Plant fori97l 

: __ ~~~ ____ ~§;~po~~~~~~~~~e~,~~~~~~: 
: MM R1 vet: • Orleans : 'l'r1n1 t¥ Cen~ : 

:. ___ ---.,;CS;~~::ligo;r.::!l=..: '-___ .:.: .,::Ex1=:s::,::t;::::tAg::tL...:.:...,:1:.z9;.!.;71=-:=;..:· Ex1=~s:e;ne;~:S:I.,,;..;:~.,:.19z..:71i.:.:..· ,:..= .:;:kL~s:.:::U:::ng~..:.:..:1:.c:::9..!.:n::....: 

Centre.J. Otnce Equ1:pment -~ 35~ -rp' ~-fo, .', ~. 
te.nd & :BInl~ ... 10 . 19' . '13 24(b): 5 .' 
Stat10n Equip:ent 19'" 12:2 16 7~' 15: 
Ou.ts1d.e Plant· 8J.: 40 20, l~ 32:; '. ~ 
Vehicles :& Work Equi.:pment 3 5· - 3 . 
MLcrows.ve Equipment . .. '-(8.) 59 ' 24 37 10, 

TotaJ. 100 . 100' " 100, 100 100' . 100:,· 
., '. "' 

NO'!!ES: (s.) Included. v.tth<centre.l ott1ce equi)?ment. " 

('b) See note ~or ;pre<:eQj.ng table •. ' ' 

Applicant plans to meet construction costs by a supple-

'mental loan from the Rural Electrifica.t1on Ad.m1n1st:r'at10n (BEA)~ 

and by equity funds and. company genera.ted fundS... Applicant', expects 

approval 0'£, the REA loan soon. According to Exhibit Gatta.ched. to . 

the a:pp11cation~ appl1cant b.a.d a totallOng-termdebt~o':f"$3~800~062 
-' .' . 

. , 

.and. total assets o~ $ . .s~ 7l2,345.. Theest1ma.ted loan ,funds,equ1ty 

funds and company generated funds appl1cant'plans,to,apply,to'its 
, .' ,. ",' 

various construction prOjects: over the next five· years.;1nelud.iIlg 
.', ' " ',' . , 

the proposed. Mad R:1ver~ OrleSJ'ls and Tr1n1ty cen~rExch.8nges»are 
" 

as ,follows: 

--------------.;.....,.---------_ .. . 
'--~~---~~~~~--~---~~~ ., .. 

• 'J • . ----~~~---~--,~~~~~~~~~-----~==~----. 
The per cent breakdown of't\m<:s that appllcant' 

plans 'to apply to the CO:lstrJ.ction projects for.· eac,h'o£ 

the proposed exeh;mgcs ov~r the :'J.0xt£ive yet'!lr.s Will be" 

~ccording to th~ f.t!>plic-?.tion t approximately4S% lo~' i\:.nds ,,' 11% 
,. 

equity funds and 44<fo eompany genex:ated £'eIld:s- The ~6:rrespo~diD.g. 
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,. A.48394 J 

per cents for the total C:O'Il:pa'D.y~"ide' investment are1:hesa=e~ The 

equitY funds will be' provi<icd by Contiue:ltal Telephone CorPor:'l.1:ion 

f:O::1 pu:chases of addit~onal stock of appll.Caut~' Accor<iingto' 

Exhibit G attached to the 'ap?iic:atj~Ol1, capital stock outst.'l'C.ding. 

was $70S~475 of w!lic:h $555,175 was COl:t!!l.cn steck. 

. . , 

App1.iCAUt t S operations involve Bell-Inci~et:..:lc:lt, '(3-I) a:ld 

Int:!:'~e~~·~'lnY (£.:.~) toll operations.'" Applie.::o.t fl:.--n1shco. c:~pa~-wide /' 
est.~~(:c rc~~lt.~ of ope=ati~ for loeal s¢J.-vicc o:llY. l'Ce!;e 

" 

estimates ap~ear' i~corrcct in.' that feee::-al it),eometax~~.d other 

eaxes are not included. Als~ applicant's Exhibit G, <:t;taeb.~d ,to- the 
, . . ' 

applic~~ion atl.d used as the basis for applicant's esti.~'ltes~ does, 

n(>~ show a $13~3S9 Directo:ry ~se which 8:ppears in"tbe yC:tt 1965-

.A::!n~l Report. A!so~ apt>licant eS'eimatc:s aso-called'f~te, of 
• I ~ , , 1 \1 , ' 

Rc-ecrc." usi:t.g local serv'icc: revenues, inste.::td 0:£' exch..'l.1l8erevenues, 

wieb. e:.tcbange expenses ~d excba.:lze pla::'t. The latter :lsthe S1:;Il 

of 'begl.nning of the year telephone pla;t in-serv1eeplus construC1:ion 

work in-progress, including an. interest bear~ po:cti~n. , Ontb.:ts 
., '" 

basi~, applicant t S estiJ::ates of results of operation do not appear 

reliable. 
, I • ," 

An estimate ofcompany"wide total results ofoi>er~tion from 

staff's Exhibit 1 based on the yearl965, AnnUalRc,Port,un.3:djusted, , 
. ',jl' 

,.' 
is given. below: . 

·t"·.:I\ 
Estimated R.esults of Company-v1ide TotA1r' Operations,,' 

Item Amount: -
Operating. ReVenues ' :~1~'4ii~3()O':' " 
Operating Expenses " 1~179';900:' 
Net Revenue' 231~40()' 
Average, Net, Plaut and 't-Torking , : ' 

Capital ' :: ,4~,879'~600:' " 
Ratio-: Net Revenue to Avg.' Net Plant " ' 

and 'VlorIdng Capital (Earnings Ratio)', 4.74% :, 

.'. , 
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A. 48394 :AB 

·!he proposed rates will produce an estimated revenue-per

station of only $S or 71. less than the.company-wide average. If 

applicant encounters expenses that approximate the company-wide . 

average, as estimated' by applicant, and if toll usage approximates 

thecompany-wide average, the earnings ratio for each exchange will 

approximate the company-wide average. There. appears no reasOn to . 
, .' ' 

believe that the earnings ratio in the proposecl~ehanges will be 

substantially different from the company-wide average~ 

Staff Recommendation 

In Exhibit 1 the staff recommends excbange service for 

the three subject areas, and that the base rate a.reas· be reviewed: 

prio~ to filing. 

Findings.and·Conclusions 

The Commission finds that a public hearing is not 

necessary; that establishment of the Mad River, Orleans. and Trinity 

~enter Exchanges as set forth in the application is in the public 

interest; that the proposed exchange rates are reasonable; .and that 

the resulting toll charges are .reasonable. 
" 

IT IS ORDmEI> that: 

1. Applicant is authorized to establish the Mad,R:£.ver, Orleans 

and !:rin1ty Center :exchange areas and toll rate centers" for' same as 

proposed in the application. 

'2. ,Applicant is authorized to file with this Commission,. after' 

the effective' date of this order and in conformity with. General Order 

No. 96-A, the changes in tariff schedules for exchange .and'· toll 

telephone service and maps of exchange and base' rate areas substan-, 
. . 

tially aecording to Exhibits A~ :s aud C attached to the. application 

aud Section XI of the application. 
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,.. 
. .'~' ~.' 

3. The authorizationgrallted herein willexp1re' unless 

exercised on or before Janl.lary 1" 1968. 

The effective date of this order shall be twenty days 

after the aate hereof. 

Dated at 81m IPnme2ZlCO 

day of"_' ___ O_CT_O_BER ___ , 1966. 

, california~ this 

_. 
"-:-.--.. ' 

,//;. .. : .... !);;.>.-.~;~ ..... ~ 'r\..-~. 
'~'''/ ',' 

. Couma$sioners' ' '. ' 
._1." 

, " 

" . 


