
Decision No. __ .... _(6...;;...,;;9_9o..;8~_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE' STATE OF CALIFORNIA 

CITY OF ANDERSON. and THE ANDERSON ) 
CHAMBER OF COMMERCE, a non-profit 
co:poration, 

vs. 

Complainants, Case No ." 8814 
(Filed June 10" 1968) 

PACIFIC TELEPHONE AND TELEGRAPH 
COMP~Y, 

Defendant. 

Investigation on the Commission's own 
motion into the rates, rules, charges, 
tolls, classifications, contracts, ) 
practices, operations, facilities and 1 
service of The Pacific Telephone and 
Telegraph Company, Citizens Utilities 
Company of CalifOrnia and the Happy 
Valley Telephone Company_ ~ 

Case No. 8,900 
(Filed March 11, 1969) 

Werner L. Ahrbeek, for Anderson Chamber of 
Commerce an~ Cottonwood Chamber of Commeree; 
and John D. Goodrieh, for City of Anderson, 
compla1nants. 

Robert E. Michalski, for The Pacific Telephone 
and Telegraph Company, defendant in Case No. 
8814 and respondent in Case No. 8900. 

Heller, Ehrman, White & McAuliffe, by Weyman I..:. 
Lundquist, for Citizens Utilities Co~pany of 
Califo=nia, respondent in Case No. 8900. 

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

John S. Cowgill, for Redding Chamber of Commerce; 
Charles J. Gleeson, for Shasta Dam Area Chamber 
of Commerce; RalEh Hubbard and W. L. Knecht, for 
the CalifOrnia Farm Bureau Federation; Henry F. 
Keefer, Robert A. Rehberg and Norman A. Wagonet:, 
for the County of Shasta~ interested parties. 

Leonard L. Snaider, Counsel~ and Ermet Mac{!rio, 
for the Commission staff. 
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Further hearing was held before Examiner Coffey in Reddine .. 

California on January 21 .. 1970, on the request, case No. 8814, of the 

City of Anderson and the Anderson Chamber of Commerce· (Anderson) that 

The Pacific Telephone and Telegraph Company (Pacific) provide direct 

dialing service from Anderson to Redding and to all other direct 

dialing areas and also to establish a unified rate area encompassing 

the Redding-Anderson area, and on the Commission's investigation, 

Case No. 8900, of PacifiC, Citizens Utilities Company of California 

(Citizens) and Happy Valley Telephone Company (Happy Valley). The 

general purpose of the investigation was to determine whether 

respondents should be ordered to provide extended area telephone 

service ~) or any other type of telephone service or rate 

arrangement within or between the Redding a.rea and vicinity. Case 

No. 8814 and Case No. 8900 are consolidated for the purposes of 

public hearing and decision. 

Case No. 8814· was set for hearing on August 27, 1968,). a:ld 

at tile request of 'tb.ecompl~inants 'was reset for hearing on 

December 5, 1968. In Nove~er 1968, at the request of Pacific and 

with the concurrence of the complainants, hearing on the complaint 

was continued to April 8~ 1969, for the purpose of permitting Pacific 

to conduct a customer opinion study not only in the Redding and 

Anderson exchanges, but also- in the Shasta lake~ French Gulch,. and 

Cottonwood exchanges of Pacific end the Olinda exchange of Rap~y 

Valley and the Millville exchange of Citizens to determine if an 

EAS proposal encompassing all of these exchanges would be of benefit 

to the customers in those areas and be feasible as a solution to 

the communication probl~ in the area. 
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After two days of public hearing in Anderson and San 

Francisco these matters were submitted for decision on June 10, 

1969. 

On November 4, 1969, the Commission by Decision No'. 7<5395". 

set aside submission of these matters and ordered the respondents- to 

1?rcsent at a further hearing cost data, economic studies or estimated 

results of operation ~hich would demonstrate whether their proposed 

Et\S plan for t:be Redding area is discriminatory or reasonably 

nondiscriminatory. The Co~ssion noted that although the EAS 

proposal was accepted by all parties to these matters, the Commis­

sion has the obligation to consider and protect the interests 0= 
that large body of subscribers who are not aware of the issues 

involved, or who cannot afford to participate- actively, in this 

proceeding. 

Decision No. 76395 sets forth a summary of the record 

prior to the further hearing and the summary '97111 not be repeated 

here but official notice of it is taken. 

SubsequCtlt to the initi.:.l submission of these matters the 

Co~ssion w~s informed that the EAS r~te formula placed in effect 

by Decision No. 74917 in App11c~tion No. 49142 did not appear, as 

anticipated, to yield revenues which reasonably approximate the 

~st~ted costs and toll revenue losses occasioned by extended 
1/ 

service.- There£o~e, the Commission delayed decision in these 

matters to afford Pa.cific' s engineering cost study team an oppor­

tunity to develop the true economic result of conversion to BAS 

of the then pending EAS applications and formal complaints, and to 

afford its staff an opportunity to review the result~ of Pacific's· 

studies. 

1/ Rates in 40 existing extended areas outside the five largest 
metropolitan areas were determined using this formula. 

-3-



c. SS14~ 8900 d.s 

The Commission 't'73S informed that Pacific's cost study 

analysis for eleven proposed EAS areas indicates that the revenue 

obtained by application of the present EAS rate forOlula would be 

377. deficient ~;rith the introduction of EAS.. As indicated: by Exhibit 

~o. 11 in this procecding~ after considering various recommendations 

based on Pacific's cost analysis, the Commission, on October 1$, 

1969, suggested to Pacific that a revised EAS rate formula be used 

for customer acceptance surveys in Pacific's pending EAS proceedings. 

Exhibit l~o. 16 indicates that the revised EAS rate formula' will 

recover about 93% of the revenue deficiency resulting from EAS .. 

Pacific's Exhibit No .. 13 purports to demonstrate that the 

annual increase in local exchange revenue produced by·increased rates 

plus $135~400 net dccrc~sc in annual expenses and $45,700 net 

decrease in the annual cost of ownership charges would result in 

$50,400 more than the annual 1:011 revenue loss due to- the convers'ion 

of toll message to ca.lls within an EAS area .. 

The study of the income impact of EAS in Redding, 

summarized in EXhibit No. 13. is based on 1965 data. It is not 

possible to determin~ from this record if an allowance for any form 

of growth is included. Pacific's witness could not testify as to· 

haw the results of the study would chAnge if the effect of future 

growth had been considered. The witness did not know the detai~s· 

of the methods of esttmating the annual dcG~CA$O ~ toll 

revenues, the decrease in annual expenses, the increase in 

exchange plant and the decrease in toll plant. Due to respondentts 

lack of adequate showing it is not possible from this record 

to mske a determination of the reasonableness of the proposed 

rates which will be made effective approx:'mately 24 months froo 

the date of this decision. For instance, from this record it 

is not possible to determine if the changes in investment sho~ on 
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Exhibit l'Io. 13 arc ceused only by the estab1isbm~nt of EAS, or if 

these changes also include the effects of the conversion of 

lO~ toll routes to exchange service and the inst~llation. of full 

direct distance dialing for the Redding area~ It appears that 

substantial questions still exist which must be answ~red before the 

validi~ of conclusions deduced from the studies sumQarized in 

Exhibits Nos. 13~ l6 and 17 C~ be determined. 

Pacific resurveyed by telephone its ousi~ess customers to 

determi:e public response to EAS rates based on the revised rate 

formula set forth in E~~ibit No. 11. Since residence customer rates 

were not affected by the reviSed formula, they were not resurveyecl. 

Citizens did not resurvey since it now proposes r~tcs, based on the 

ttodified s~tel1itc scttle:ncnt plan, 'to7hieh are lower than those used 

in the earlier customer survey. Happy Valley also, did not resurvey 

its custotters since no change of the rates in the earlier customer 

~~~ey is being proposed. 

The fallowing tabulation s'Jrnmarizes the. relative 

prefcrenc:~s of business and residential respondents to the surveys. 
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Exehange 

Anderson. 
Cottonwood 
French Gulch 
Redding. Main 
Redding Special Rate 

Area (Crestwood) 
Sha.sta I.ake 
Independents: 

Citizens 
Regular Customer 
SRA 

Happy Valley 
Total Redding Area 

Exehange 

Anderson 
Cottonwood 
French Gulch 
Redding Yain 
Redding Special Rate 

Area (Crestwood) 
Shasta Lake 
Independents: 

Citizens 
~lar Customer 

Happy Valley 
Total Redding Area 

Business Customers 

% ?refer EAS % Prefer Present Plan 
Original original 

Resurvey Survey Resurvey Survey 

92 93 .> 6, 
92 83 5 9' 

100 100 .. ', 
84 71 12 27 

21 55, 74 43 
32 70 16- 30 

71 ... 29 
100 -SO 20 

84 72 12 26, 

Residential Customers 

% Prefer FAS 

89 
73 
89 
70 

60 
53 

79 
85 
89 
72 

% Pr~fer Present Plan 

6 
17 

9 
24 

28 
32 

19 
13 

6 
21 

Present and proposed rates are set forth for Happy Valley 

area in Exhibit No. s.~ for Citizens in Exhibit No. 13., and for 

Pacific in Exbibit No. 14 except for Pacific's Crestwood special 

rate area. The following tabulation delineates the major present, 

and proposed Crestwood rates: 

Business 
Individual line 
~"'o-party line 

Residence 
Individual line 
~70-Party line 
Four-party line 

Crestwood Rates 
Fresent Rates 

$-10.30 
7.45 

-6-

6.05 
4.3.> 
3.4.> 

Proposed Rates 

$12.65 
9.80 

6.25 
4.55-
3-.65" 
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On resurvey> the relative number of Crestwood business 

customers wbo preferred the present service area increased from 21% 

to 55%. Pacific's witness obse~-ved that the substantial drop in ~~S 

c.cceptance resulted from the relatively higher rates of the Crestwood 

special rate area. The witness stated that it was Pacific's inten­

tio~ to request the elimination of tl11s special rate area on or 

before the t~e Et,~S is tmplemcnted in this area. The record does not 

disclose the revenue effects of the proposed elimination of special 

rates> nor does it convincingly disclose' why the Crestwood customers 

were not so advised during the resurvey. Inasmuch 3S Shasta Lal-cc 

r~tes are higher than those for Crestwood, it is not clear that this 

is an adequate rationalization. Comparing ~Tith Crestwood, we note 

that the resurvey of Shacta Lake business customers increased the 

r>ercentase of those preferring the present service area from 16% to 

only 30%. 

v7ith 21% of residential customers and 26% of busines.s 

customers in the Redding, area preferring the present service e.rea ~ :U: 

~1ould have been appropriate to consider here optional one-way EAS 

as suggestcd in the Commissionfs letter I' Exb.ibit No. 11. Iio't'7cver" 

this record indicates that no substautj,al action has been taken to 

date to develop a firm rate formule for this service although the 

Commiesion has been advised that Pacific at staff request has 

developed an optional EAS plan 'l';11-u.ch ~t.cif:tc has indic~ted willing­

ness to offer on a trial basis in a limited area. 

Facificfs witness testified that if a majority of customers 

indicated approval of a rate plan it should be implemented;. that 

2~cific does not have any standards or criteria which it uses tn 

determin~ the reasonableness of a proposed EAS; that. such decisions 

-7-



c. SZ14~ $SOO ds 

are based on the judgment and expertise of a number of individuals 

employe~ by Pacific. Items considered by Pacific's witness in the 

evaluation of a proposed EAS area appeared to be the expressed 

'. ". 

demand made to Pacifiers local people by the customers,. route calling 

rates, coamon boundary development, FEX development and the 

dependency of a particular exchange on another exchange. 

Findings and Conclusion 

The Commission finds that: 

1. Es~b1isbment of extended area service as proposed by 

Pacific and respondents in the Redding area is in the public 

i:l.terest and should be authorizec. 

2. Pacific has not convincingly demonstr.:Lted that its proposed 

rat~s for EAS service in the Redding area are reasonably nondis­

criminatory. 

3. The EAS plan proposed by Pacific .;md respondents did not 

evaluate the preference of subscribers for an optional EAS plan. 

4. It is reasonable that rates for EAS service in the Redding 

e.rca shall not be lower than those set forth in Exhibits Nos. $, 14 

and 18. 

5. It is reasonable that authorization of rates for BAS in 

the Redding area shall not be considered as a determination of the 

reasonableness of rates for any V~S outside of the Redding arC.:l ... 

6. It is reasonable to expect Pacific to fully explain and 

justify at the hearing on one of its pending EAS applications the 

supporting cost data for the EAS formula if it wishes to utilize 

such ~eans of determining rates for EAS service. 

7. It is reasonable that Pacific be ~equi:cd to make customer 

.:.cccptance surveys of an optional EAS p:!.an for consideration in its. 
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AppliClid.on Ne. 51402 to establish W', :~ :the northern 'Portion 'Of 

San Diego County and for its ApplicatioXl\·No. 5-1496 to· estabU:s.h EAS 

between the Del Mar ~ Poway, Rancho. Santa Fe and the San Diego 
• ~c ," 

The Comm:f.asion cQDcludes that the EAS plan proposed by 

respondents should be granted ~ . set '. forth in the ensuing; order. 
. '~' . ~:. .. 

ORDER: 
~ ... ~--

IT IS ORDER.'ED that: 

1. Citizens Utilities Company of California, Happy Valley 

'IelephoneCompany, and The Pacific Telephone and Telegraph Company . ".' , 

'shall i:mmediately ~dertake all necessary action to initiate wieh:tn 

twenty-four months of the date of this order extended area Bervi~ 

between the Anderson and the Millville and Redding exchanges; 

between the Cottonwood and the Redding exchanges; between the French 

Gulch and Redding. exchanges; between the Millville and the Anderson 

and R.edding exchan&es; between the Olinda and the Redding exchanges; 

between the Redding and the Anderson, Cottonwood,. French Gulch, 

Millville and Shasta I.ake exchanges; and between the 

Shasta Lcke .and Reddi:lg excbtmges at r.'ltes proposed in 

Exhibits Nos. S, 14 and 1$. For the purpose of this order the 

Redding exchange shall be understood to include the Central Valley 

Project City Special Rate Area l(l'l~ as Crestwood and the Millville 

exchange shall be \lnderstood to include the Palo- Cedro-' Special 

Rate Area. 

2. Pacific shall m.:ike customer acceptance surveys of an· 

optional EAS plan in its Applications Nos. 51402 and 5-1496 and shall 

report: the results of said proposa·l at hearings on said applications. 
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3. Pacific shall periodically report to this Commission, 

it! 'toyri'Cing, a~ intcrv31s no longer than three months, the s·tatus 

and progress of its compliance with this order. 

4. Pacific, within six months of the establisb:llent of 

extended :lrca service in 'the Redding e.rea shall report to the 

Commi:;sion, in ~·7t'iting, tbe actual revenue effect !I actual expense 

change, act'll.'ll incremental EAS sod toll investment change, actual 

cost of o'W'nership change and net effect based on the first full 

three months of EAS operations. 

The effective date of this order shall be twenty days 

after the date hereof. 

Com=1s:s1oner A. w. ~tov. bc-ing 
ne¢es~1ly absen~. did not p8rt1c1pato 
in 'tlle ~1s'1)Q~1 't.1on or ~Ms j):,oceed1ng. 
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