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76395 Decision No. _____ _ 

BEFORE THE PUBLIC UTILITIES CCMMISSION OF THE STATE' -OF CALIFORNIA 

CITY OF ANDERSON, and THE ANDERSON ) 
CHAMBER OF COMMERCE, 8. 'OOn-prof1t ) 
corporation,. ) 

Complainants, 

vs. 

PACIFIC TELEPHONE AND TELEGRAPH 
COMPANY, 

Defendant. 

) 
) 
) 
) 
) 

~ 
) 
) 

-----------------------------) ) 
Investigation on the Commiss1onTs ) 
own motion into the rates, rules, ) 
charges, tolls, classifications, ) 
contracts, practices, operations, ) 
facilities and service of The ) 
Pacific Telephone and Telegraph ) 
Company, C1t1zens Utilit1es Company) 
of California and the Happy Valley ) 
Telephone Company. ) 

----------------------------) 

Case No. S;8l4 
(Filed June lOI> 1968) 

Case No. S900 
(Filed March 11, 1969) 

Werner L. Ahrbeck, for Anderson Chamber of Commerce 
and. ~ttonwOOd Chsmbe'r of Ccmmerce; and John D. 
Goodrtch, for City of Anderson, comp141nanes. 

Robert E. r1ichalski, for The Pacific Telephone .and 
-'elegraph Company, defendant in Case No.. 8814 and 

respondent in Case No.. 8900 .. 
Heller, Ehrman, White & McAulif£e, by WeYman I. 

Lundtbist, for Citizens Utilities Company of 
Cali orni4, responc1ent in Case No. 8900. 

Kenneth J. Waters, for Happy Valley Telephone 
Company 1 respondent in Case No.. 8900 .. 

John $ .. Cowgill, for Redding Chamber of Commerce; 
Charles J. Gleeson~ for Shasta Dam A:rca Chamber 
of COt'll%iierce; Ralph Hubbard and w. L. Knecht, for 
the California Faxm Bureau Federation; ana Robert 
A. Rehberg~ for the County of Shasta, ineerested 
parties. 

Leonard L. Snaider, Counsel, and Ermet Macano ~ for 
the commission staff. 

OPINION - .... ~- ... --
The City of Anderson and the Anderson Chanber of Commerce' 

request the Pacific Telephone an4 Telegraph Company (Pacif~c) to 
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provide direct <11aling service from Anderson to .Redd.1ng a:od all other 

direct dialing areas and also to establish a unified rate area en

compassing the Redding-Anderson area. 

An investigation of Pacific, Citizens Utilities Comp~ of 

California (Citizens) and Happy Valley Telephone Company (Happy Valley) 

was instituted on the Commission's O'foom motion as Case No. 8900. The 

general. purpose of the investigation was to detemine whether 

respondents or any o~ them sho'l4ld. be ordered to provide extended area 

telephone service (EAS) or any other type of telephone service or rate 

arrangement within Or between the Redding area and vicinity. 

After due notice, two days of public hearing on these 

matters we're held in A"'1derson and San Francisco before Examiner Coffey. 

Case No. 8814 and Case No. 8900 WeTe consolidated for pu%pOses of 

public hearing and decision. The issue of extended area se"rV1ce by 

Pacific between its own exchanges was submitted upon receipt of the 

reporter's transcript on April 28, 1969. The issues of rates to be 

charged by Pacific end service and rates to be charged by Citizens 

and Happy Valley were submitted on June 10, 1969. 

Pacific stated in its an6Wer to the compla1nt that it had 

been concerned with the calling needs of the Redcl1ng area for some 

t1xne and felt that any EAS proposal to be complete should include 

other Pacific exchanges in that area and contiguous exchanges of 

independent telephone companies. Pacific also alleged that it 

believed that the final. solution to the £AS problem. in the Redding 

area could be deteminetl in a mOre uniform aDd expeditious manner 

after 4 de~is10n was rendered in Pacific's rate iucrease request, 

Application No. 49142, pending at that time before the Commission. 
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The' complaint was set for hearing on August 27,. 1968,. and 

at the re~est of the complainants was reset for hearing on 

December 5, 1968. In November, 1968,. at the request of Pacific and 

with the concurrence of the co::np1ainants, the complaint was continued 

to April 8, 1969, for the purpose of peTmitting PaCific to conduct a 

customer opinion study not only 1n the Recld1ng and Anderson exchanges, 

but also in the Shasta Lake, French Gulch, and Cottonwood exchanges 

of Pacific and the Olinda ~hange of Happy Valley and the Millville 

exchange of Citizens for the purpose of determining whether an BAS 

proposal encompassing all of those exchanges would not be of greater 

benefit to the customers in those areas and be more feasible as a 

solution to the communication problems in the area. 

Pacific p=oposes to establish EAS between the exchanges of 

Anderson and Redding, the exchanges of Shasta Lake and Redding, the 

exchanges of Cottonwood anci Redding 6nd French Gulch and Rectd1ng • 

.Also, in collaboration With Happy Valley, Pacific proposes to estab

lish EAS between PacificTs Redding exchange and Happy Valley's Olinda 

exchange. Pacific also proposes to join With Citizens to establish 

EAS between the latter's Mill ville exchange and Pacific T s Redding and. 

Anclerson exchanges. All parties, compla1nants, respondents and ehe 

CommiSSion staff, are agreed on the need for E.AS between the excb.arlges 

enumerated in PaCific's proposal. 

Ae the hearing on April 8, 1969, in Andel:son~ Pacific 

presented exhibits and testimony through two Witnesses in support of 

its proposal' and in response to the complaint 4ncl the order instituting 

the investigation. Evidence was presented in behalf of Pacific as to 
, ' 

,the present rates~ the need for EAS between the seven exchanges, the 

requests for such service from customers over the past few years .anc1 
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the strong dependence on Redding of ehe six exchanges surrounding the 

City of R.edding, the major cultural, economic and social center fo1:' 

the enti1:'e basin.. Pacific T s Witness testified that as a 'result of the 

recent California Public Utilities Commission Decision No .. 74917, 
1:.1 

Pacific Will by December, 1971, eliminate the $.10 toll charge for 

calls between Anderson-Cotto'C.'Woo<i, between Anderson-Olinda and between 

Cottonwood-Olinda exchanges. He presented Exhibit No.. 4 showing the 

present and p-roposed rates and incremental increases for each type~ 

class and grade of service in each of PacificTs exehcnges. This 

witness testified that the rates set forth in EXhibit No. 4 were 

computed according to the rate formula in Decision No. 74917 for 

eh~ended area service a~eas which proVides for the establishment of: 

Tt ••• baSic rates for EAS exchanges based upon the 
group rate of the exchange Within its local calling 
area, With the greatest number of main stations, 
plus a rate incr~~t dependent upon the mileage of 
the toll route rep:Q~ed by the extended area serviee. ff 

The witness £u~her testified that PacifiC's gross construction costs 

would be $650,000, that PacificTs annual toll revenue loss would 

appro~te $500,000, that Pacific has programmed full d1Tect distance 

dialing for the Reeding Basin area so as to cut over at the same time 
y 

as EAS is established and the ten-cent toll 'routes s:re eliminated. 

He est1mated that all of this work could be completed in about 24 months 

after authorlzatio11 from. the Commission. It was hoped that such work 

could be completed by August, 1971, so that all of the new improvements 

would 'become effective With the publication of the August, 1971~ 

Pacific di-recto:ry. 

A second. PacIfic Witness testifie4 as to the resul'ts of a 

customer survey conducted by P acifie in the Redding Basin area for the 

purpose of determining the degree of acceptance of Pacific's proposed 

1/ Dated November 6, 1968, Application No. 49142, and Cases Nos. 8608, 
8609 and 8690. (Request of Pacific for increased rates.) 

~ The record does not disclose the amounts of the offsetting in
creases in exchange revenue. 
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EAS arrangement. Exhibit No.6 contains a s-umma.ry of customer 

opinions of the Redcl1ng EAS and. Exh.1bit No. 7 cont41ns copies of the 

customer survey materl.als sent to the customers in each of the seven 

exchanges.. The evidence is that 797. of the questionna,1:res mailed out 

were returned, that business and residence customers in the Redding 

Basin area preferred the extended area service plan to their present 

service by about a margin of four to one, that in the Redd1.ng Basin 

area 72% of the residence customers preferred the BAS plan and 84~ of 

the business customers preferred the E.AS plan" that as a. general rule 

preference for the EAS plans was higher in the satellite exchanges 

than in the Redding exchange, and that there were three main reasons 

why people prefen:ed the £AS plan - (1) they can use the phones more 

freely, (2) the EAS plan offers a more convenient dialing arrangement, 

and (3) they save money by the EAS plan. We are impressed by the 

competence and clarity of Exhibit No.6 and the supporti'tlg testimony, 

but note that subscribers were asked to express their preference only 

on the present mode of service and PacificTs proposed BAS plan. 

Subscribers were not afforded an opportunity to consider an optional 

£AS plan. 

The General Commercial M4nager of Citizens testified on 

April 8". 1969. that his company had cooperated With Pacific in the 

preparation of materials for the survey and that the 'results of the 

survey indicated substantial support for extended area service between 

the Millville exChange and the Anderson exchange. He testified that 

the rate information used in the survey" based on ass\lClptions as to 

investment return and settlement method,. would be tentative \mtil 

settlement agreements had been signed with Pacific. on eross

examination he stated that he was hopeful that the settlements would 

produce rates no higher than those used in the questionnaire. Citizens 

can complete the necessary equipment .additions by August" 1971,. 
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provided the Commission authorizes extended area service b1 August 

of ehis yea'r. 

The President of Happy Valley testified, on April 8, 1969;, 

that in his opinion the survey conducted by Pacific with the coope'r

at10n of Happy Valley indicated substantial support of EAS. He 

introaueed Exhibit No. 8 which indicated present rates for service 

in the Olinda exchange and est~ted rates for extended service from 

the Olinda exchange to the Redding exchange. He also testified that 

the final rates to be charged the eustomer WeTe all depenclent upon 

settlement agreements wieh Pacific bue that the rates used in the 

survey were the ul t1mate rates to be chm=ged the customer £o'r such 

se'rVice. He stated his company is quite ~ous to be included in 

the plen to provide free calling to the Redding Basin. 

The County Counsel of Shasta. County urged the establishment 

of BAS in accordance with the plan proposed by Pacific and the other 

respondent companies. He explained the need for EAS in the Redding 

Basin area and stated that the Boa.rd of SupeTV1sors of Shasta County 

strongly supported the proposed plan. 

A representative of the Anderson Chamber of Commerce and 

the Cottonwood Chamber of CommeTce, and the City Attorney of the 

City of Anderson supported ehe proposed plan and stated that establish

ment of BAS, together with direct distance dialing,. satisfied their 

complaint .. 

No one testified oX' appe.sred in opposition to the proposed 

EAS plan.. No evidence was presented by the staff .. 

At the eonc~usion of'the hearing on Apri1.18~ 1969,. the 

matters were submitted for extended area service between exchanges of 

PaCific. Consideration of EAS for Citizens T Ydllv111e exchange and 
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Rs?py ValleyTs Olinda exchange was held in abeyance pending 

negotiation of settlement agreements between Pacific and the two 

independent companies. 

On June lO~ 1969~ at the .ad.journed. hearing 1n San Franc1sco" 

the util~t1es stated that they hed agreed upon e plan of settlement 

of ~he costs of interchanged EAS in the Redding area. Citizens and 

Happy Valley stated their Willingness to render EAS at the proposed 

rates. 

Exhibit No. l~ sets forth the conditions of a ~mod1fied 

satellite~ plan for interchanged EAoS settlements which red.uces the 

noxm81 revenue credit due from an indeper..de!lt utility under the 

so-celled "satellite" plan heretofore advocated by Pac1fic. 

Exhibit No. 9 demonstrates that 'Ur...aer th~ satellite plan 

the effect of EAS would be to decrease tee annual earnings of Happy 

Valley by $9,980 and to decrease the annual earni:l.gs of Citizens 

$64,864. The modified satel11te plan reduces the amount of these 

dccrecses in earnings to $3,518 and $53,364, respectively_ 

Toll charges now apply over the proposed extended service 

routes. ·Tae initial period station toll rates presently 11: effect 

between the seven exchanges .are set £o~h in Exhibit No ... 3 and are 

as follows: 

Route;, Miles ~ 
Reoding-Anderson " 15¢ ... -
R~dding-Cottonwood 14 . 201£ 
Redding-French Gulch :i.6 20i. 
Redding~~llville 12 l:n Redd:tng-011nda 11 l~' 
Redd~ng-Shasta Lake 22 30¢ 
t~derson-M111Ville lO lS¢' 

TJrv::e% Pacific T s proposal and t..l-te proposal of the -:Wo 1ndepe::der..t 

co:npany =espondent::, the toll r.s::es would be cence12d a.e ~he time 
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EAS is established. Appendix A attached he=eto shows 1:he p1:'oposed 

exchange rates for extended area service for the principal classifica

tions of service in the Pacific exchanges. 

In i1:s rate proposals 7 Pacific relied ~n the language in 

Decision No. 74917 which it interprets as approving a ~formly 

applicable rate formula for all f."Uture EAS,. 1nas::luch as the decision 

s~ated that such formula n ••• will yield revenues which reasonably 

appro~ate the estfmated increased costs and toll revenue losses 

occasioned by extended serv1een • In eonsidering the proposed EAS 

plan Pacific did not develop a results of operation study or 80y other 

type of econom1c study to test whether the proposed rates would 

~et~lly yield ~evenues in 1:he Redd1ng are~ that would appro~te 

the estimated increased costs of BAS and toll r~~ losocs. In 

response and in opposition to 1n~ry by the Exsminer on April 8> 1969 

as to availability of supporting economic s~es .and ~hc tfme 

~equired to develop such studies> eounsel for Paeific ~C for the 

Commission staff ~tipul&~ed that cost da~a on ?&ci:ic's operations 

is not re~ired in these proceed!ngs. 

On June 10> 1969,. the Examine::: direc~ec that Peci=~c at a 

future hearing should demonstrate :hat its proposed rates arc 

reasonably nondi$e~minatory and t~~~ a survey of tae publie acceptance 

o~ optional EAS be made. Pac1fie 7 C1 .. tizens" C81.1~ornia Farm Bureac. 

Federation anc the staff actively opposed the req~est. Pacific 

inclica:ced it woul<! appeal the E.vam1ner T s order to ~he Commission. 

The't'eu.pon~. the Examiner wit'hG:::e"'N his oreer anci submitted the matters> 

gr.enting the request of parti~s to file bri~f$ tl1i~ days after 

rec02:!.pt: of the i:eporte'!:' T s tr.s:o!Script of the hearing on June 10. 

Th~ b~for~~en~ioQ~d pA~~i~s .~qu~sted r. p=oposc~ =cpore BOG oral 
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argument before the Commission,en banc, 15 days after receipt of b:1efs. 

On June 12, 1969, the parties were advised that :hese requests were 

denied and that the submission of these proceedings woeld be as of the 

conclusion of the hearing on June 10, 1969 without ~1efs. The change 

in submission pe~its expeditious consideration of tnes~ matters aod 

the Commission can best interpret its own decisions. 

In arriving at their stipulation, counsel appear to have 

na-:rowly interpreted the language of Decision No. 74917 without 

considering the language of Decision No. 71575, dated November 23, 

1966, Case No. 7409, which first used a rate £oxmula for EAS oueside 

of metropolitan areas. The Commission statca at page 4S of the latter 

printed deciSion: 

nThe adopted ~ended se:vice ra~e plan has the seme 
strueture as thet proposed by the staff but at substantially 
lower rete levels t~ those proposed by :he staff. Inas
much as staff proposed rates were S\:I.bstantially lower than 
those which would be dictated by full eo~t considerat!ons, 
it follows that the adopted r3tes are not to be ~nterpreeed 
as 'be1ng fully compensato-ry for eX=C'!lcled se-rvice. We have 
considered the economic ~pact on existing subscribers of 
full cos1: extended aA:'ea service and the need fo=.:):ete sUnpli
fication and or<!er. These adopted ra.tes a-re" not·· to be 
interpreted as the rates which will be authorized in the 
futu~e for proposed new extended areas where fu!l cost would 
indicate revenue requirements stibstant!Glly in ~hcess of that 
which would be produced by the adopted rates. Also, sub
scribers receiving the berief~ts of the sdoptccl extended 
service rate plan should not ant ie 1pete· the revenue-cost 
relationships of the plan will be continued indefin3.:ely_ We 
shall continue to study the problems of expansion of c~11ng 
cress and the cost of rendering such service." ' 

In Decision No. 74917, the rate formule was stQplifie4 

by reducing the n~ber of group rates from 4 to 2> :hus proport1ona:.ly 

i~cressing the level of rates in the two SQallest groupings more than 

those of the two larger groups. The Cotz:m1ssion there~n founcl: 
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~26. It is in the public interest to expand local 
calling areas and. .as means of accomplishing the eem.e it 
is fair and. reesonable to: 

(c) Establish bes1c rates for BAS 
exchanges based upon the g=~up 
rate of the exchange Within i~s 
local calling area, With the 
greatest number of main stations, 
plus a rate i1:crement dependent 
upon the mileage of the toll route 
replaced by the extended area 
se'rViee. Tf 

The Commissio~ noted at page 32 of the printed decision that the rate 

£o~ula ~ll yield ~cvenues whieh re8So~.ably appro~ate the 

estfmat~ ineressed eosts and toll revenue losses occasioned by 
., 

e)..-terided·;: serv'ice. l10re control11I:g:o the Commission had p.re".riously 
" .. ,. 

notc~ at page 22, of the printed decision: 

. "Beeause of the paucity of d~t:.. on actusl revenues 
and actual coet~, however, the sta£f has r.eccs~ar11y bed 
to rely substcn:ially on existing rate relationships 
and in general it has closely followed the rate patterns 
last est3.blished in Cese No. 7409. !n view of the- pre~ 
record, the Commission Will largely adhere to such 
patterns in establishing the rates hereinafter author1zed.n 

We reiterate f=om page 22 of Decision No. 74917: 

"The pl:l1n fact is that T cost T is an indispensllble 
fac~or in the setting 0: fair and reasonable rates for 
serv1ce. fT 

Fur:her, the l.o.w 'requires that rates Wlst be just e..""-d reasonable and 

thet no undue d1scr~ination is Gither created or, if discovered, is 

allowed to con~1nue. 

Although the Commission in Decizion No. 74917 ordered tae 

rate :onnula eo be applied to extended sc:vicc in lieu of toll and 

multi~ess~8e unit service be~cen Pacific end independent eelepho~ 

ut~lities where the toll d1stcnce ~S less than eight miles ana the 

TfEAS rate incrementTT is zero,) the Comrnis~1on is t!JHere tl't..?1; the CO!;ts 

of such inter-company cxt~cl area service were not considered in 
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de~ail in the genesis of the for.mula approaea, only the cxchang~ costs 

of Pacific being eo'!"..s1dered. Here at Redding arc being eons:Lde'red not 

only EAS beeween PacificTs exchanges but EAS between PacifieTs eentral 

exchange in ~he area and the exchanges of two independent telephone 

uti11~1es. It appears from Exhibit No.9 that: t!:l.e proposed 'rates 

will not adequately recover independent telephone increased costs of 

EAS and :011 revenue losses even if Pacific is ~elled to modify 

its previously advocated satellite plan of settlemcnt~. 

The Commission is also aware ths.t: the fomula is applied to 

exchanges of widely vaxying rev~c, expense and plant levels.. How

ever, the use of a formula for rate $~plification should not be 

co'.o.strued as an open invitation to offer EAS ::0 grossly unec01lOmical 

ar~as, ~hus creating ~ue discrto1netion end burdens O~ other 

telephone serviee $ubsc-ribe-rs. A minim:um requireme:l.t in an EAS 

propoeal is a conVincing showing that undue or unreasonable d15-

c'rimination will not result from -:;he proposal. 

Fi.":').dings 

Upon consideration of the evidence the Commission finds thet 

Pacific and the other respondents have not demonstrated thAt the r~tez 

and extended area service proposed for subscribe-rs in the Redding area 

would not 1mpose undue and unreasonable burdens and c1scr~inat1on 

on 3~bscr1bers outside the proposed EAS extended area. 

The Commission conelude~ ~hat $u~ission of these matters 

sho~d be set aside and the respondents re~i=ed ~o make a further 

showing ~s .s~t forth in the ensuing o=der. 

~nile the EAS proposal was accepted by all pa=t1es to these 

mgtters, this C~1s5ion has the obligatio~ to consider ~~ protect 

the 1n~cr¢sts of that large body 0: subsc=ioer~ who ere not aWllre of 

the issues involved, or who cannot afford to actively participate, . 

in these procee~ings. 
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OR.DER 
----~---

IT IS ORDERED that: 

1. S.ubmission of Case No. 8814 and Case No.. 8900 is hereby 

s~e aside and fuTthe~ hearing will be held before Examiner Coffey 

a1; a time 8:ld. place to be announced .. 

2. The Pacific Telephone and Telegraph Company, Citizens 

Utilities Company of CalifOrnia and Happy Valley Telephone Company 

shall present at said further hearing such cost data, economic 

studies or estimated results of operation as ~ll Qemonzerate whether 

t~eir proposed extended area service plan for ehe Reddtng area is 

d1sc~tminatory or reasonably nond1scr~tnatory. 

Th~ effective elate of this orde-r shell be twenty days after 

the date hereof. 

day of ____ N_O_V ... E_M_BE,.;",;,R ___ , 1969. 
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APPENDIX A 

RATES 

R.a.ee P~r Month* 
ltedd1ili uddlng 
Basic Special 

French Rate Rate Shasta. 
Cla.ssification Anderson Cottonwood Gulch Area A-rea Lake 

Business 
I-Party 
2,-Party 
8-Party 
COin-Semipublic 
PBX trunks 
Fa1:mer Line 

Residence 
I-Party 
2-Party 
4-Pa:ty 
8-Party 
F ar.ne-r Line 

$10.25 
8.00 
7.50 
5· .. 25 

15.35 
4.00 

5.35 
4.25 
3 .. 55-
4.05 
2 .. 10 

- . Service not offered. 

$lO.70 $lO.70 
8.45 8.45 
7.95 7.95 
S.SO 5.50 

16.05 16 .. 05 
4.45 

5.60 5.60 
4.50 4.50 
'3.80 3.80 
4.30 4.30 

2 .. 35 

$ 9.70 $11.00 $13.l5 
7.45 8 .. 15 10.90 
6 •. 95 6w9$ 10.40 
5~OO 6.-30 6.75 

14.55 ·15.85 1..9.70 
3_45 3 .. 65 

. -
4.95 6.25 6.75 
3.85. 4.55· 5.65 
3.15 S.65 4.95 
3.65- 3.65 5 .. 45-. 
1.70 1.90 

,"-

* Other r~tes ~d ~es in accordance with tariff on file with 
the California Public Utilities Commission. 


