
LM 

Decision No .. , __ 7_357....;...;.~2.;;.",,_, ___ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !HE STATE OF CALIFORNIA 

In t:he Matter of the Suspension and) 
Investigation on the Commission's ) 
OW'll motion of tariffs covering the } 
furnishing of Alarm. Reporting ) 
Telephone Arrangement (ART) by The ) 
Pacific Telephone and Telegraph ) 
Company. ~ 

Case No.. 8620 
(Filed April 4, 1967) 

Maurice D. L. Fuller. Jr., for ~e Pacific telephone 
and telegraph Company, respondent. 

w. C. Breeding and Arth':lr l.ivingseon~ for Dialalarm 
Corp.~ protestant. 

F. R. Edwards, for The Hermann Safe Company; Lessin Eoo COra, for Western Burglar and Fire Alarm Assoc at1on; 
captain William R. Howell, for Los Angeles Fire 
bepartmen~; w. k. Moreland, III, for State Wide 
Home Owners' League and Robomonitor Corpn.& Computer 
Security Systems; and K. D. Walpert, for City of 
Los Angeles, interested parties. 

George A. Amaroli, for Cotm:llission staff .. 

OPINION 
~-.-, ......... ~-

After hearing before Exam:ner Coffey, this suspension and 

investigation proeeedingwas submitted,fordecision on October 5, 

1967, upon the receipt of respondent's late filed Exhibit No'. S. 
, ~ 

On March 9, 1967, the Pacific Telephone and Telegraph 
. . 

Company (Pacifi.c) filed under Advice Letter No. 9491)" tariff· ~heees 
'. 

providing. for the offering of·a service known as "Alarm. Reporting 

Telephone Arrangement" (ART). Tb.is new service is an arrangem,ent 

which automatically transmits a single prerecorded voice announce ... 
. , 

meut upon receipt of a signal from. subseriber"':provided detection 

equipment. When activated, ART seizes the line ,dials a preset 

number and transmits a prerecorded message. The message·transmission 

may be initiated snd terminated from. a remote control point. 
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A request for suspension having been, received~ the 

Commissioll~ on April 4, 1967, instituted this. investigation todeter

mine if said tariff sheets are unreasonable or unlawful in any 

partieular and to issue any order that may be appropriate. By 

order dated August 1, 1967, the suspension of said' tariffs, was' 

extended from August 6, 1967, to February 6, ·1968:. 

The initial opposition of the Western Burglar and Fire . 

Alarm Association to ~~ was withdrawn after confcrences,with 

?acific and upon agreement by Pacific to revise the tariff to" the 

effect that AIKI is not recommended where so-called "fail-safe,t 

operation is required .. 

Witness for Pacifi.c testified that the' public need' for the 
! 

IUcr is demonstrated by requests from. many customers for serVice of , 

this kind tbX;~out the Bell System, by the fact that the service 

is already being fu:rn1shed and used in most other states, and'by the 

response received from customers of Pacific to Bell System advertise-' 

ments carried in trade publications. 
," 
'\' , 

l'he device has been used in. an unattended power station in 

a remote location t6 send an ala~ to .a central dispatch~r when 
. 

automatic equipment on circuit breakers fails to operate sa~1s-

factorily, by. S·, ~~key hatchery, to 'give immediate warning of fai1:ure 

of po~e:r to· the . i~C\.'bat:o:i:s) by. a ·,chai.n store to receive' an alarm . " '. 
where a store re£rig~;r:atioil system fails, bY. a' large lumber company 

: • j , 

. to :report s~:rinkl:tng; system failure) and by a rancher to give' him 

wa~ug that his ele6t:rified 'f~ce has bee~ br~ke~~ . In addition,. 

ART may be ust:d effectively to report unusual temperature changes' 

in greenhouses, cold;:;:(storage plants, warehouses) :and:.mounta:Ln'. 
,'. 

homes; to =eport U1lu~ual pressure changesfrl. unattended pumping 

stations» industrlalgas storage tanks, and water storagetariks; , ' 

and to report unusual moisture conditions :tn wal:'ehousesand:grain 

., 
," -2-
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storage elevators. Inquiries·about ART. were received by Pacific from 

school districts interested in vandalism. reporting'l oil well 

operators concernE:d with pump and machinery brea.kdown~ a bank chain 

in need of burglar alarms in locations where other:burglar alarm 

services ,are not avaUable), and from a manufacturing' pl.antdesiring 

plant security. 

A vice-president of a company supplying protective and 
... ,1',. 

seeur.tty equipment to the financial community recommended that these ", 

t.::riffs be permit1:ed to become effective because of the availability 
, , 

of service by Pacific in rural or remote areas,. the limitations on 

availability of fa:cilities in some police departments to provide 
, , 

terminating equipmt~t alarm systetllS" and the imminence of the use 

of microwave trauSto.ission for communication circuits in the 

metropolitan areas. The witness testified that bankers in remote 

areas desiring banl~ bm::glar alarms had requested his organization 

to provide such a device as ARXwhich would eliminate the expense 

of long leased Circuits,. but that his organization could notprovid~ 

a unit with complete maintenance in remote areas for the proposed 

tariff rate of $10.',75 per month. . . 
The issue' of competition of ART with existing burglar and 

alarm r~rting devices was raised by representatives of independent 

manufacturers of such devices. ART does not use the external alarm " 

coupler presently required by Pacific' for, nonutility alarm repo::t:r.:ng, 

attachments. The cO~l>ler installation charge is ~20 and the monthly 

charge is, $2.75. Further, since the coupler :tn. use does not permit ' 
:. ' 

two-way communication,. nonutility c1evices are foreelosec1 from pro- ' 
, . 

viding features aV'ail~able with AKI. ' 

In Exhibit~4,. 5 and 5-Supplemenf:, Pacific sets . forth the, 

estimated cost basis £·or the proposed charges a:nd' rates for' 'AST. ' The 

proposed charges and r~~tes are based on the 'Western ElectriC;Comx)auy 

-3-
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1/ ' 
initial price- for ART of $300 in August ~ 196-5-," despite'the' fact 

that the Western Electric Company price in October, 1967,was$37Z;. 

the cost computation does not include an allowance for the recent 

1 percent increase in California sales and use· taxes. Expenses and 

installation costs are derived from arbitrary assumptions of 

location lifc 7 of total reusable material life, and of average wage 

rates applied to man-hours for the installation andmaintenance.of 

each unit.. Subsequent to the 'preparation of Exhibit 4, wage rates 

have increased from the assumed rate of $8".40 to $8.75 per ,hour for 

installation labor and from $8:.05 to' $8.55 for removal labor. An. 

allowance for return at 8 percent and income taxes is calculated by 

applying a factor of 14.7 percent to the assumed depreciated invest

ment of S2 percent of .total n~'~ investment. In this caleul~tion, . 

Pacific's witness testified~ new plant is depreciated 18· percent 

'L," ,_' 

the moment new equipment enters plant. The staff developed':.by 

cross-examination that with the use of current as.sumptions the 

installation charge would be $50 instead of the proposed $45 'and that 

the monthly rate of $10 .. 75 would decrease to $10.50 .. '!'he proposed' 

$5 charge for installation and the $0.55 monthly rate for each 

control point telephone would not change' because 0·£ rounding. of 

amounts. 

Pacific's witness was unable to explain the derivation of 

factors and wage rates assmned'for the purpose ofeharge and rate 

computations> and the record does not contain an adequate showing of 

the cost basis and reasonablenes's of the price charged Pacific by 

its affiliate~ supplier> Western Electric. Various loading factors 

have not been adjusted to reflect rate level adjus.tments made by the 

Commission in its Decision No. 67369> dated June 11,. 1964) in. 

1/ Western Electric Company is affiliated with Pacific through stock 
ownership and control of both by. the .American. Telephone and 
Telegraph Company. 

-4-
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Case No. 7409. Rates and charges proposed herein do not reflect 

exchange and toll revenue generated by ARX. 

A tll8tl.ufacturer of a device which competes with AXr objected 
. ~ 

to the inference that such devices are not "fail-safe". Pacific 

and the vlestern BUrglar Alarm Association agreed upon a ~odification' 

of the tariff wording which would eliminate the term "fail-safe". 

Pacific agreed during this proceeding,to post a warning 

on the JUt:! unit which would alert the subscriber to the limitations 

of use and utility responsibility set forth in filed tariffs for 

this service. 

A representative of the Los Angeles Fire Department, testi-, 

fied that ART ~ with the addition of a' provision to, activate an 

al<lrtll bell on the premises protected by ART, would, be a~ceptable 

to the d~artment. It appears that fire and burglar alarm devices 

may have to' comply with local fire and burglar alarm regulations. 

This Commission is aware of the increasing frequency with 

whieh~ i~ regttlatorY proceedings, the issue is raised of competition 

between .. p~blic utility and nonregulated ~ommun1cation services. 

The provisi~ns of the consent decree dated January 24~ 1956~ which 

settled.the antitrust prosecution which sought judicial separation 
" , 

of ~hc ,~erican Telephone and Telegraph Company and its' wholly 
, '. 

owned ,m.a.n~cturing subsidiary, Western Electric Co:., Inc .. , (United 

States? v. Western Electric' Company', Inc'. and' ~erican Telephone ar:, .. ~ . 

telegraph Company. Civil Action No. 17-49 (D.Ct .. N~.J.) in effect' , 

placed on state and federa~ regulatory ageneiest~e responsibility 

of determining the type?, extent, and conditions of services tI:ieBel.l . 

-5-



C .. 8620 1m 

Syste:would be permitted to offer in eompetitionwith competing 
- 2/ " 

nonutility communication services.-

Because this record clearly demonstrates the public need 

for an alarm reporting. syst:em at reasonable cost to subscribers remote 

from metropolitan areas, we shall ;>ermitmodified tariff sheets offer

ing ARX to become effective. From this record the Commission is 

unable to determine if the charges ~d r.ates proposed are, or are 

not, a burden on other subscribers and were, or were not, arb:i.tr~rily 

designed to meet the competieion of nonregulated devices. . Therefore" 

ART service will be permitted only on an experimental basis for a 

li:Dited period unless Pacific shall have prior to the expiration of 

such period clearly demonstrated to the Commission the actUal cost 

basis of charges and rates for ART,· .the reasonableness'of' such 

charges and rates-, and the lack of burden of ART upon subscribers to 

other Pacific services. Its demonstration shall include a full 

showing of the reasonablene~s of prices charged" by Western Electric 

Company for ARt based on actual costs to Western Electric Company.-

~I Part V of said consent decree orders: 

"The defendant AT&T is enj oined and restrained from engaging" 
either directly, or indirectly through its subsidiaries o~her. 
than Western and Western's subsidiaries, in any business 
other than the furnishing of common carrier communieations 
services; provided, however, ,that this SectionV'shall not 

" apply to (a) furc.isl'-.ing' services or facilities for the ' 
plaintiff or any 'agency thereof, (b) experiments for the 
purpose of testing Or developing 'new common carrier 
cotamUnications ~ervices~_ (e) fUrnishing circu:t:s to other 
cOtm.".luuications common carriers, (d) for a period of five (5) 
years from th~ ~ate of this Final,Judgment) leasing and 
maintaining-facilities -for 'private,communications systems,. 
the eharges for which'are not subject to public regulation, 
to persons who are lessees from defendants or their sub
sidiaries of sueh "'systems forty-five (45) days after the 
date of this Final Judgment, (e) directory advertising,. 
(£) advice or assistance to other communications common 
caniers, or (g) business or services incidental to- the 
furnishing by AX&T or .sueh subsidiaries of common carrier 
communications serviees." , 

-6-
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This record is not sufficient to make any determinations 

relative to the need for the use of couplers to' connect nonutility

owned equipment to Pacific f s system. Such determination would· 

be appropriate in complaints or invcstigation.s in which· specific 
" 

equipment is considered for .. system compatibili.ty .. 

Parties to this prOcceding contend that the proposed.tariff 

special conditions, Nos. 6 and 7, place Pacific in an advantageous 

competitive position since they require the subscriber to relieve 

Pacific of the risk of specified claims arising from the subscriber~' 

actions and also limit the responsibility and liability of Pacific 

for the operation of its equipment.. The matters· of telephone 
, , 

. , 

Findings and Conclusion: 

We find that: 

1. A public need exists for an alarm at reasonable customer 

co~~ in,nonmetropoli~an areas of California. 

2'. ART' is competitive with telephone alarm reportitl~ devices 

of~ered" to. and used by the' public, but which are not' being. regulated 

:})y this,' Comau.ssion. 
. .' . 

3. Pacific has had no actual experience with ARI on which to 

,base its estimates of location life, total reusable material life, 

o~ installation and maintenance costs. 

4. This record contains no convincing demonstration of the 

fairness and reasonableness of the Western Electric Company price to 

Pacific for ARt. 

s. It is reasonable mld public conV'enienceand necessity 'require 
, , 

thae Pacific be permitted 'to offer its proposed ART ,service under ehe 
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modified tariff sheets on,au experimental basis not to exceed three 

years unless otherwise ordered. 

6. Pacific MS not convincingly demonstrated ehe fairness 

and reasonableness of its proposed charges and rates,for'i.ts 

proposed alarm reporting telephone service. 

7 • 1m experimental installation charge of $:50 and a monthly" 

rate of $lO.50 for M.a- are appropriate pending ,a showingo£ costs 

based on actual experience. 

8. An experimental installation charge of $5' and a monthly 

rate of 55 cents for a control point telephone is appropriate 

pending a showing of costs based on actual experience. 

9. ,It is reasonable to require Pacific to post a notice on 

J1.3..T of limitations imposed by tariff Special Conditions-as herein

after ordered. 

We conclude that the tariffs filed under· Adviee Leeter 

No.' 9491 on March 9,,1967, should be permanently suspended and that 

Pacifi~ should be permitted to· file ,the tariff sheets shown in 

Appendix A attached, under the conditions heretn ordered. 

ORDER - - - -.-
. IT IS ORDERED that: 

1. On the ~ffeetive date of this order the operation of the' -

"following tariff sheets of The Pacific Telephone and, Telegraph 

Company are hereby permanently suspended: 

SCHEDULE CAL. P-.U~C. NO. 32-'I 

4. 145th Revised S".acet 1 

b. :)2nd Revised Sheet l-A 

c. 21st Revised Sheet 2 

d. Original Sheet 48 

eOO' Original Sheet: 49 

-8-
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2. Within thirty days after the effective date of this 

order Pacific may ,file the tariff sheets shown in Appendix A to 

this order which offer experimental alarm reporting telephone 

service for a period not to exceed three years. If prior to the 

expiration of this three-year period, Pacific shall. have <lpp:lied 

to have the service removed from experimental status and shall.have 

offered a showing of the reasonableness of all costs of the se:-v!ce, 

including costs justifying related Western Electric Company price·s, 

t:his service may be continued by further order of thisCommission.~· 

3. On each alarm reporting telephone device installed· by 

Pacific the following notice shall appear legibly in a place' readily 

observed by the subscriber to the service: 

"For limitation of use and telephone utility 
responsibility, the subscriber should review 
the filed tariffs for this service available 
at the local- business office of The Pacific 
Telephone and Telegraph Company." 

4. If Pacific files the tariff sheets for ~erimental alar::n 

reporting telephone service hereby authorized, it shall, .within 

sixty days after the effective d~te of the tariffsheet~ set up and 

maintain separate and readily identifiable accounts in which it shall· 

17e~ord the revenues, expenses and plant: rel8:ted to said se~ice. 

Pacific sl¥,lll advise this Commission in ~iting of the numbers-. and 
, ' . 

" . , 
" 

-9-
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letters of said accounts within ninety days after the effeetive.date· 

of said tariff sheets. 

The effective date of this order shall be tweneydays after 

the date hereof. 

Dated at __ San-=-... Fm_._n_e_L~_o __ --_. _____ ~ California" this.·5aJj, 

day of ___ -=J=!.!:A~N.!:!..!U A~Rw.Y __ -.,..::::~~ 
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APPENDIX A 
Page 1 of $ 

~ j 1 

EXCHANGE tELEPHONE 'SERVICE 
SUPPLEl1ENTAL EQUIPMENT 

, ., 

ALARM REPOR'IWG 'l'ELEPHONE ARRANGEMENT 

APPLICABn.ITY eN} , 

Applicable to' alarm reporting telephone arrangement. 

TERRITORY 

Within the excbange areas as said areas are defined on maps. 
filed as part ef ~be tariff scbedules. 

CHARGES AND RATES 

(1) Alarm Reporting Telepbone Arrange ... 
'alent 

Installa.tion 
Charge 

(a) Each alarm reporting telephone $50.00 

(b) Each signal source b3ndset or 
separately mounted, signal source 
for eonttol point telephone •• 5.00 

SPECIAl. CONDITIONS 

Rate 
"per Month, 

$-10.50 

.55 

1. The Alarm Reporting Telephone arrangement will be furnished 
at the above cbarges and rates which are in addition to' the 
charges and rates for'the associated business or residence 
individual line 7 PBX s.tation or Centrex station service. 

2. the subseriber shall furnish, install andma1nta1n in a 
manner satisfactory to the Company a suitable housing) 
enclosure or lecation for the equipment and associated 
telephone station furnished. 

'3. The Alarm Reporting Telephone arrangement is not recom
mended for use fer fire, burglar and other alarms where 
continuous surveillance of the reporting telephone is 
required. It is not furnished for announcements to' the 
general public or to perform switching functions wbich are 
normally perfermed by the Company. , 

4. !he Alarm Reporting. Telepbone: 

a. Is activated by suitable subscriber-provided 
detection equipment. ' 

b. When activated, dials the pre-set telephone number 
of the control poi:.t: telephone up to a tllaximumof 
14 digits, and transmits a prerecorded voice announce~ 
'Illent. koy changes in the' pre-set telepbone number 
and/or the prerecorded voice announcement shall be 
made by the subscriber. 

All material on this page, expires in acc:ordanc,e w1'th Special 
Condition S. (N), ' 

(Concinued) 
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APPENDIX A 
Page 2 of 3 

EXCHANGE tELEPHONE SERVICE 
SUPPLEMENtAL EQUIPMENT 

ALARM REPOR.TING TELEPHONE ARRANGEMENT - Continued 

SPEC~ CONDITIONS - Continued 

c. May require commercial power. 

d. Is furnished with an associated telepbone station. 
Each extension station furnisbed with the service 
must be ~anged for automatic exclusion o,f the 
Automatic Reporting Telephone and its o.ssociated 
service and other extension stations. 

e. Is not furnished for use where operator assistance 
is required to complete calls to tbe pre-set tele
phone number of the control point telephone.-

5. !be subscriber must designate a control point telephone 
whicb is equipped with a signal source handset or 
separately mounted signal source furnished under CF.AR.GES 
AND &AlES (l)(b)~ above, or witb another suitable signal 
source offered by the Company., 

6. Obligation of the Subscriber 

The operating characteristics of the subscriber
provided equipment sball be such tb4t the equipment 
will function properly witb the facilities· o·f the 
Company and will Dot interfere wi th any of the 
serviees o~fere.d by the Company. U'f)OD no·tice from 
the Company that the equipment of the su~scr1ber 
is causing, or is likely to cause hazard or inter ... 
ference~ the subscriber sball make such changes as 
may be neces'sary \ to remove or p~event such baz2.rd' 
or interference. ' 

TOe subscr1.ber ,indemnifies' and saves the Company 
harmless against elaims for libel. slander or in
£ri~gem~t of copyright 'arising from. the improper 
use of material transmitted over its £acilit:ies 
and recorded; against claims for infri~gement of 
patents arising from combining with t or using in 
connections with facilities of the CompanY7 
apparacus or systems of the subscriber; against all 
other claims ariSing out of any act or omission. of 
the subscriber in connection with fscilities pro
vided by tbe Company. 

(N) 

All material on this page expires in accordance with Special 
Condition 8. (N) '. 

(CoIltinued) 
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APPENDIX· A 
Page 3 of 3' 

EXCHANGE tELEPHONE SERVICE 
SUPPLE~TAL EQUIPMENT 

AI.ARM REPORTING m..EPHONE. ARRANGEMENT - Continued 

SPECL~ CONDITIONS - Continued 

7 .. Responsibility of the Company 

Responsibility of tbe Comp3nY for Ulistake, omission, 
interruption, delay, error or defect in transmission~ 
or failure or defect in the Company-provided equip
ment, sball be an allo'(~ance equivalent to, the 
proportionate charge for the Telephone Company-provided 
equipment for tbe period· during which service is so· 
affected. 

8. Expi~ation 

The Alarm R.eporting Telepbone Arrangement offering 
expires w:Lth * , unless. 
sooner cancelea, cb~ngeci, or ex'Ccnded. 

* Insert date three yea::s from effective date of order. 

All material on this page expires in accordance with Special 
Condition 8 .. 

(N) 


