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Decision No. 72408 
----~~----------

GIUG\IAl 
BEFORE THE PUBLIC U'I'ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of THE PACIFIC TELEPHONE ) 
AND TELEGRAPH COMPANY, a corporation,) 
for authority to establish extended ) 
service beeween Ignacio and ) 
San Rafael exchanges, anc to ) 
withdraw message toll telephone ) 
service rates now in effect between ) 
said exchanges. ) 

Application of WESTERN CALIFORJ.~IA 
TELEPHONE COMPANY, a corporation, 
for autbority to establish extended 
service between Novato and 
San Rafael Excbanges, and to 
withdraw message toll telepbone 
service rates now in effect between 
said exchanges. 

In the matter of the investigation 
on the Commission's own motion into 
the rates, rull~s, regulations, 
cnarges, tolls, classifications, 
contracts) practices, operations, 
facilities ane service, or any of 
them, of THE PACIFIC TELEPHONE AND 
TELEGRAPH COMP Al.'fY and WESTERN 
C&.IFORNIA TELEGRAPH COMP &~ • 

~ 

) 
) 

~ 
~ 
) 
) 
) 

----------------------------~) 

Application No. 46368 
(Filed August 4, 1964) 

(Amended June 22, 1965) 

Applic~tio~ No. 47256 
(Filed Ja~ua:y 15, 1965) 

Case No. 8151 
(Fi~ed Marcb 23, 1965) 
(Amended May 20, 1965) 

Arthu= T. George and Pillsb~ry, Madison & Sutro, 
by Richard W. Od:;!;crs, for '!he Pacific Telephone 
and Telegraph Company, applicant and respondent. 

BaCigalupi, Elkus, Salinger & Rosenoerg, by 
Claude N. Rosenbe=~, with Robert C. Abrams and 
Geo%'~e L .. Tocalino, for tarestern C'alifornia 
Telepnone Company, applicant and respondent. 

City of Novato, by Clark M .. P~lmer and Robert Carrow; 
Novato Medical Clinic, by A. w. Hi~bee; 
Novato General Hospital, by Milton Scott; 
California Farm Bureau Federation, by William L. 
!~echt; San Rafael City Council, by Dr. Charles 
t-r. Aby; Hamilto'o Air Fo:.-ce Base CotnmUnications, 
by J. P3ul Sibbitt; Dervin Ford Company, by 
Laurence J. Dervin; Homeowners Association of 
Marin Golf and Country Club Estates, by William 
R. Bills; Novato Cbamber of Commerce, by Andrew 
~retz and Ross M6 Tankersley; Loma Verde 
Homeowners Association, !nc., by Harriet A. Nelson 
and James Simon; Medicine Chest Drugs, by 
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Lee E. Bond; Novato Unified School Dlstrict, 
by Eugene F. DeBrecht; Business Men of Novato) 
by FranK E. Galli; Jon Robert Shop, by 
virginia Stratton; Novato Business & Professional ~ 
Women's Club, by E. Emilie Wasset; Paul Brindel, 
Arlo R. Jones, Leo J. Wasset, in propria personae; v 
Loma Verde Homeowners Association, by John S. 
Kilsby and Jack D. Martin; Bel Marin Keys 
Homeowner 1 s Association, by Ro~er Alan Hicks; 
Marin Country Club Estates Homeowner's 
Association, by James A. Sullivan; in,terested 
parties. 

Harold J. MCCarth~ and Ermet Macario, for the 
commission sta_f. 

OPINION ----.- .... .-.._-
By its application, The Pacific Telephone and Telegraph 

Company (P,acific) proposes to provide extended-area service be tweet: 

its San Rafael and Ignacio exchanges and to increase rates therein 

in order to offset certain resulting eosts and the loss of toll 

revenues between the two exchanges. 

By its application, Western California Telephone Company 

(Wes:ern California) propos~s to provide extended·area service 

between its Novato excbange and Pacific's San Rafael excbange and to 

eliminate toll charges between these two exchanges. Western 

California proposes to increase flat-rate ~nthly ¢harges in its 

Novato exchange as a partial offset to the loss of toll revenues 

which would occur when the new service is established. 

On ies own motion, the Commission instituted an investiga

tion into the matters for the general purposes of determining whether 

the services of either utility are inadequate or insufficient and 

whether either utility should be directed to provide extended-area 

serviee, and, if so, on what terms and conditions. 

Twelve days of public bearings were held in tbese matters 

during the period November 5, 1964 to February 15, 1967, such 
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protracted pe~iod resulting primarily from the in~bility of tbe two 

utilities to r,eacb an agreement as to the basis of settlement for 

interchange traffic bet":.1een the t!ovato and San Rafael exchanges. 

Submission was t~~en on Feb=uary 15, 1967, subject to the receipt 

of late-filed Exhibit No. 55, received on March 9, 1967, and the 

matters are now ready for c.ecision. 

Generally, a telephone utility provides those grades and 

types of service which the public desires and for whi~h it is 

willing to pay_ In an e~tcnded-area service situation, toll revenuc~ 

collected for calls between the affected exchanges are lost to the 

utility. Exchange rates ~=e usually increased by amounts sufficient 

to produce an offset to such toll revenue loss plus a suitable 

return on the new plant invesbent rc<!Uired to accom.plish the new 

serving arrangement. By so dOing, the utility retains the same 

relative earnings position after extended service as it had prior 

to extended service. Wher~, as here, two utilities are involved, 3 

joint service is provided ~nd the matter of the division of revenues 

and of costs bc~omes a matter for a negotiated agreement beewce~ 

the two utiliti~s. Pacif!c and Western Califo:nia reached such an 
1/ 

agreement on or about January 24, 1967.-

The settlement agreet:le~t is predicated on the uproposcd" 

rates shown in the following comparison tabulations: 

1/ 
- As appears from Exhibit No. 53 in these proceedings. 
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IGNACIO EXCHANGE* 
Present Rates Proposeci Business Service (1-1-67) Increase Rates 

1-party $ 7.35 $ 4.45 $11.80 2-party 5.85 3.15 9.00 PBX trunk 11.00 6.50 17.50 Semipublic coin 
3.75 2.25 6.00 box 

Residence Service 

l-party 4.25 1.00 5.25 2-party 3.55 .45 4.00 4-parey 3.00 .45 3.45 
NOVATO EXCHANGE* 

Business Service - Zone 1 

t-party 10.25 2.85 13.10 2-party 8.25 1.65 9.90 PBX trunk (msg) 5 .. 00 (5¢) 1.25 6.25 (5¢) Semipublic coin box 2.85 3.75 6.60 
Residence Service - Zone 1 

1-party 5.00 1 .. 20 6.20 2-party 4.45 .30 4.75 4-party 3.70 .30 4.00 
Busin,ess Service - Zone 2 

l-party 11 .. 00 2.85 13.85 2-party 8.75 1.65 10.40 PBX trunk (msg) 5.75 (5¢) 1.25 7.00 (5<;) ~mip8g1ic cOig ~ox 3:~g 3.75 7.35 n. g. per aj .. -Residence Service - Zone 2 

l-pa.rty 5~75 1.20 6.95 2-party 4 .. 95 .30 5.25 4-party 3.95 .40 4.35 
SAN RAFAEL EXCHANGE** 

Business Service 

l-party (flat) 9.55 .70 10.25 l-party (msg) 4.10 (85) .70 4.80 (85) PBX trunk (flat) 14.25 1 .. 00 15.25 PBX trunk (msg) 4.10 .70 4 .. 80 Farmer line 2.15 .10 2.25 Semipublic coin box 4.10 .70 4.80 
* Includes present extended service, Novato-Ignacio exchanges. ** Special Rate Area rates within this exchange would have rates 

shown plus one one-quarter mile suburban charge. 
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As a consequence of ~his Co~ssion's Decision No. 71575 

(Case No. 7409) having placed new telephone rates in effect as of 

January 1, 1967, the foregoing "proposed rates" for the Ignacio and 

San Rafael exchanges are in each instance less than those originally 

proposed for extended service be.tween such exchanges. In all 

instances, the "proposed rates" contemplate non-optional extended 

service between Novato and San Rafael, between Ignacio and 

San Rafael and include the existing toll-free service between Novato 

and Ignac io • 

Throughout tbe proceeding, public support for tbe 

expansion of existing tOll-free calling areas has been widespread. 

The Ignacio-San Rafael proposal X'aised entbusiastic support, 

with no opposing testimony from the Ignacio subscribers. It also 

was supported by witnesses from the San Rafael exchange whose 

business rates would be increased. 

The Novato-San Rafael proposal also raised enthusiastic 

public support from Novato subscribers, though not to the practically 

unanimous extent apparent in the Ignacio exchange. The City of 

Novato, among others, supported Western California's position from 

the first, provided only that reasonable X'ate levels could be 

established. 

A Commission staff engineer opposed Western California's 

proposal on the grounds that the Novato and San Rafael exchanges do 

not have a crOSS-boundary problem, are not contiguous, are more than 

six miles apart and, thus, such route would not fit the present 

patte~ for extended service in the San Francisco-East Bay Extended 

Area. The evidence in this proceeding, however, is conVincing that 

the particular circumstances require that the Commission should 
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depart from that pattern with respect to the Novato-San Rafael route, 
2/ 

as it bas heretofore when local conditions warranted.-

Tbe staff engineer further objected to the proposal because 

he assumed that an apparent revenue deficiency of $73,700 would have 

to be recouped from Western California's subscribers at some future 

time. This does not necessarily follow. The Comcission places 

Western Cali£or~ia on notice that ~y revenue deficiencies resulting 

from the proposed basis of intercompany settlement may not be 

recognized by the Commission for rate-fixing purposes in future 

proceedings. 

The preponderance of the testimony of the many individuals, 

members of service clubs, community clubs, civic plar:.ers and 

business associations ~~ tn ~YpPQIt of tbe two extended-area 
proposals and indicates a willingness to pay increased excbange 

telephone rates for the proposed toll-free service. 

rurthe~, it appears that the rates proposed by Pacific and 

by Western California, coupled with the January 24, 1967 agreement 

between them, will, in fact, provide revenues reasonably sufficient 

to maintain the same relative earnings positions after extended 

service as each utility had prior to extended service. 

The evidence is clear that the two proposals will meet the 

desires of the great majority of subscribers in the exchanges and 

will better meet the public needs tbao the present service arrange

ment. 

For examples: See Decision No. 67779 in Application No. 44899, 
issued August 25, 1964 and Decision No. 67883 in Application 
No. 45934, issued September 22, 1964. 
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From the evidence, the Commission makes the following 

findings: 

1. Consummation of the serving arrangements proposed by 

Pacific and by Western California, whereby extended service between 

the Ignacio and San Rafael exchanges and oetween the Novato ane 
San Rafael exchanges would replace toll charges between them, will 

not be unreasonable and will not be ~dver~e to the public interest. 

2. The increases in rates for exchange telepbone service 

authorized herein are justified. 

3. Present exchange rates, insofar as they differ f:om tbose 

authorized herein will become unjust and unreasonable on such date 

as extended service is provided. 

The Commission concludes that the applications herein should 

be granted, with rates for exchange telephone service as ~ereina:ter 

specified. 

o R D E R 
-...~---

IT IS ORDERED as follows: 

1. The Pacific Telepbone and Telegraph Company and Western 

California Telephone Company are each a~thorized to file with this 

Commission, after the effeeeive a~te of this order and in conformity 

with the provisions of General Order No. 96-A, tariff sheets revised 

to reflect the rates for ex:ended service between the Ign~cio, Novato 

and San Rafael excbanges set forth a.s "proposed rates" in the 

tabulations contained in the foregoing opinion and, on not less than 

five days' notice to the public and to this Commission, to make said 

revised tariffs effective on the date when extended service is 

provided in said exchanges. 
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2. Coincident with the effective date of the revised tariffs 

authorized above, applicants are authorized to cancel and withdraw 

preseot tariffs for message toll service applicable thereto. 

3. The authorizations hereinabove granted will lapse if 

applicants shall not have established extended service in the 

aforesaid exchanges prior to July 1, 1969. 

The effective deee of this order shall be twenty days after 

the cia te hereo f • 

Dated ae ------____ ~N&.n~b~X!A~9m&~·~ ____ , California, this 

I b ~ day of -----,.~-----.;~_,..,.l'._ 


