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OPINION

On December 1, 1967'Genera1'Telephone Company of
California (Gemeral) filed Application No. 49835 secking to Increase
its rates for intrastate telephone service by $41,934;000'annua11yi '
On July 1, 1969 the Commission issued Decision No. 75873 wﬁieh“
found that Genmeral was entitled to earn a reasonable :aﬁe:offreturh"
of 7.2 percent on depreciated rate base thtough incteasedfrateé‘bf_'
$16,000,000. However, that decision also found that General's
service was inadequate. As a result of this.inadequacy the .

Couxission reduced Gemeral's rate of return by O.2\percen;.énd,
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authorized two sets of rates, one set designed to generate revenues
sufficient to produce a 7.0 percent rate of return to go~1nto effect”
initially, the other to produce a 7.2 percent rate of return, tO»be
wade effective upon General's application and proof, after hearing,
that its service is adequate. | | |

To facilitate comparison of General's level of service
with The Pacific Telephone and Telegraph Compeny's CPacific) level
of serviee the Commission ordered General to adopt the servmce
quality indlces used by Pacific, and to compute such _ndlees by
use of Pacific’s practices. General was further ordered“ in the
next hearing concerning service, to submit a market survey dlrected
to the adequacy of its service in the Los Angeles metropolxcan area
in comparison with Pacific's serv1ee, such survey to be condueted
by an independent survey organlzatxon approved by the Commissiqn,
and the compensation for such survey to be charged to General

On February 27, 1970 General filed a supplemental applx-
cation stating that its service was adequate and that it was mow
entitled to charge increased rates which would produce a7l.2 pe*cent”
rate of return. The amount of revenue involved is $4. 4 million d‘

annually.

Public hearings on this supplemental application were

held in Los Angeles on June 24, 25, 26 and July 1, 2, and535*1970;
before Examiner Robert Barnett. . ‘
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seneral's Evidence

Pursuant to Coumission oxder General employed an inﬁe-'
pendent research organization to conduct a survey of customexr atti-
tudes of Gemeral's customers. and Pacific's customers im the Los
Angeles area. This survey, entitled "A Survey of Telephone Company‘
Custower Attitudes Fall - 1969," was placed in evideace at«:he
hearirg. (The cost of the suxvey was-appioximateiy $115,000;) It |
reflected interviews with 2,516 General and 1,687-Paci£ic éustoﬁcrs.
Customers were chosen by random sawmple methods &hich‘insﬁréd.that 
human bizs was eliminated in the selection. |

The questionaire used in the Intcrview was designed to
elicit three basic kinds of information: 1) customérvattitudeé
toward their teiephone company ~ the company imagé; 2) customet
recail of specific servige difficulties and their importance;

3) classification information to'permit.combinations of various
kinds of custowers.

All interviewing was conducted by specially trained, 
professional interviewers during late Octobef, Nbvember, and early
Decembexr 1969. The conclusion of thé-éurvey,as determiﬁed by the
survey managers, may be summarized as follows: | _ | |

1. The image, or overall réputation, of General is mildly,
but predominantly favorable among its customers.

2. The image of Pacific, however, is far more févorablc.
" Nearly six in ten Pacific resident customers say their sexrvice is
"excellent" or "very good.” Only a third,of.Génerai resident

customers say this.
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3. General's wajor reputatibn deficiencigs are among the
heavy users. There are differences between the companies Across
the beoaxrd, but the greatest disparity exists‘among residénts‘off.
the San Fernando Valley; those with high bills, indicating heavy
usage; those with higher incomes, better educations;'and heavy
business users. B | |

L. On specific image characteristics, neitherrcompany‘iS‘
viewed by a majority of its custoﬁérs as baclkward, nor‘a baducdm=
ounity citizen. But Pacific custowers, particﬁlarly business
customers, are more prome to pick favorable service-related 1tems
than arc General customers. Om specific recall of servxce de—
ficiencies, however, the picture is substantially different.

5. Among 23 possible service deficiencies, the six most
sexious, accordingito resident customers;'relate to inaééurate;o:
wnfair bills, failure to f£ix equipment on the firsﬁ service call,
znd wmid-call disconnmects. No more than 10 percent of_the résident
customers of either company say any of these six things have

happened in the past four weeks. The same is true of business

customers of both companies, except that mid-call disconnects are

cited by more than 1C percent for both.

6. Avong the somewhat less serious sexvice deficiemcies,
botk General and Pacific are cited by substantial numbers of cus-
tomers, both residence and business. While therxe is a tendenéy for
General to be cited more frequeatly, there is not a major "Ordef ofv
wagnitude' difference between the two companies, according to cas—
towexr reports. Ouly in difficulties with dialing is there a rcaﬁlj
z2jor set of differences. Cn other kinds of prooxems the CC@DaML30  

are more comparable.
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7. The great difference in company images, Geneiél vﬁ.
Pacific, is no:‘supported by differences of the same mégnitu&é in
reported service deficiencies. This gives rise to-seribus'Questiéns;
about the relationship of overall current reputation‘to a¢tua1
sexvice levels at the present time.

The fnterpretation of this data by General's experts was
that in the Los Angeles area, General suffers a considéraﬁle'image
deficiency when compared to Pacific. .Although‘the tendency Is fdtf*
:his‘problem to be reflected across the board, the intensiveness
and pervasiveness of the difficulty lies with the heaﬁy user, be.
he or she at home or at work. The service picture as defined by
the customer does not reflect the dramatic ¢ompany tolcompany“image
contrast and, therefore, it secems reasonable to assume that
General's negative image is at least partially the result‘of'factors
other than current service problems. |

Dr. Abelson, an expert in market surveys, stated thatéhg'
was one of three people who actually interpreted-the.raw'data of ?
the survey and that he was the primary source of the final con-
clusions. He said that the princiéles that he.brought-torbear .

in interpreting the raw data collected in the suxvey were drawn
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not so much from the field of telephones, but from his general -

experience in the field of corporate surveying. He testified'that
the purpose of the survey was to produce as realistic a picture

as possible of customer feelings about the telephone companies
which serve them and to obtain reports'of‘reéent‘customer expet-
lence with service. He said that General's residence custbmefs .
have a much more unfavorable opinion‘about'ceneral,thaanaqific's‘
residence customers have about Pacific; and‘thatfthis\imagé-is '
even more pronounced among business customers of each éoﬁpény; 
After reviewing the answers to the 2313§ecific questidnslaéked;
he concluded that there are higher proportions of Genmeral's cus=
tomers than Pacific's customers who report\service défécts of_one
kind or znother. However, he stated that thevdifferéncés‘betwéen
General and Pacific on unfavorable customer experiencevare not as
great as the differences in reputation beatween the two companies.
In his opinion, Génerél's customers may be extra ready td ndﬁicé
aand remember sexvice lapses because such lapses fit better with
their unfavorable view of the company; Bacific's customers,‘béing‘_
more inclined To & favorable view of their company, ma&fin;fact
be unlikely to notice and remember service:lapsés to the sahé
extent as would General's customers. He said'that this’inter-
pretation of the data is based on a considerable body‘of'attitudé- 
research which shows that people attemwpt to f£it new experieﬁées”

in with existing attitudes.
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He pointed out that thé‘survey\could be 1nterpfeted‘iﬁ'
two ways: one way ié to take it exactly as 1t appears. ‘The,other |
way is to attempt some subjective modification of thé dataﬁbased
on the notion that General has a reputation defiéit‘which could*

lead to 2 higher incidence of remembered complaints about its

sexvice than Pacific's customers have about their company's service.

A prudent approach might be (1) just to deal with thé'daté on

service at face value as they are, but~(2) keep-in‘mindithat 1£ ﬁhere
is 2 selective bias in reports of service probleuws, it'is‘unlikely’
to work in favor of General. This, in fact,‘isvhow~he>viéw¢d?t§eﬂ- _

data.

The witness testified that there are indications infthe
findings of the survey that suggest a disadvantage for Gemeral in

being compared with Pacifie, as follows:

A. A rather poor reputation that General has,
possibly as a consequence of experience in years
past rather than lately, can tend to predispose
General's customers to be more sensitive to
service problems and, thus, tend to recall
them wore readily than is the case with
customexs of Pacific;

Heavy telephone users contribute disproportionately
to the study findings because of more opportunities
for experience within a given time period (past
four weeks). General has a greater proportion

of heavy users than Pacific. Heavy usexrs of
telephone service, unlike heavy users of many

other product groups, caanot switch to znother
trand, or even have the comfortable fezling that
they could change if they wanted to, if they

are dissatisfied. This produces a strange situation
for dissatisfied heavy users in which they may
become wnusually sensitive to and possibly have
exaggerated recollections of service difficulties;
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A substantially higher proportion of General's

than Pacific's customers make ox receive calls

across exchanges. A relatively modest proportion

of customers of either company think they can

identify which company is at fault when something

happens in the course of such a call.

Dr. Abelson, when asked whether the service rendered by
General to its customers was comparable to the service rendered
oy Pacific to its customers, said that under the circumstances
he was unable to draw a final conclusion that would indicate the
clear superiority of one cowpany's service over the othexr's.

On cross-examination Dr. Abelson explained in more detail
why he felt that General's customers may be extra ready to notice
and remember sexrvice lapses. He stated that norms developed by
nimself and others about what they wight expect public’reéponsew‘
to be to large corporations show that not more than 10 percent of
the public would express disapproval of a company's reputation
in the terms used im the survey. Thercfore, he felt that the:e”wasf
a predisposition among General's customers possibly to be ready zo

assimilate any new information or expasrience about General into

2 negative framework much more so than would be true for customers

of Pacific.

~
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He testified that the result of the Survéy concerning'  ‘
General's image (that is, the questions that-went'td-a comparisqn'
of General with other utilities and nonutilities) were unusual.
It was wnusual that a very high percentage of éubscribbrs‘wogld
rate General relatively low in its level of service. Hé has'never‘_
seen a company selling 2 public service or qeliing setvicé‘to‘the:
pudblic with a rating on this type of seale whcfe 29Vpercgh: cf thé
users rated them in the bottom three categories. He ndted“that-
the sawe kind of reputation for Gemeral comes from Pacifié’s '
subscribers as well as Ceneral's subscribers.

He said that the image of Pacific is very much the wey

that he would expect to sece other companies on image profiles.

He said that one of the factors in determining imege is the length

of time a customer was exposed to the company. However, in this
survey he did not make an analysis of the answers based upon .
iength of use of the service. He assumed that attitudes are
stable and once bﬁilt'up remain pretty much the same until there

is a great deal of contradictory evidence or some exritical

ineident.
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Ee reiterated that his conclusion that there was no

indication of clear superiority of Pacific's service over General’s
1s because of the image factor. He said thdt if all the questions
that were asked only concerncd dissattsfaction w1th speclfic 1tems~}”‘
of service his conclusion would be a sxmple and clear one that the
custorers of Paclfic were much more satisfied with the service

that they are receiving than customers of General with’the service
that they are receiving. However, he said that it is:diffieult'

for him to draw this conclusion because there are indications that -
the responses of General's customers are somewhat distorted‘on'

the matter of sexrvice because of the factors of unfavorable image,
heavy usage, and intercompany callmng,whidh lead them to interpret
their experience in a particular way. General is considered‘to

be a much poorer company then is shown in the*answerslto~the 23
specific items. This is because the 23 specific Ltems are a
distortion in a negative direction. The image is pulling the items
in that direction. In his opinion there is a prediséOsition to
remember and to recall things which ere-consistenttwith the imaéee
that one bas of an institution.

He could not say with any degree of eertainty'that these ‘
factors axe operative with every General customer, but he could say
that of the possible sources of bias that he had observed in the _
results of the questionnaire, all of them point in the same - directlon
that is, they all tend to be sources of bias which if they were

operative world be overative in an unfavorable way‘toward General
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Dr. Abelson did not neceSsarily-believe‘thét if ohe
telephone company gave poor service and another telephone*company”
gave good serxrvice he would expect to fxnd a difference in the 1mage 

£ the cowpanies. He felt that it is quite possible—that the
attitudes people have about a company could be unrelated to one
particular aspect of that compady‘s sexrvice. Nor did it neces-
sarily follow that merely because a siénificant’percentage—of
people say they don't get good pexrformance from teléphoﬁeiinstru-
ments such statements show inadequate service. He explaiped that
if the 23 specific service questions constituted the entire body
of the questionnaire and there was general agreement among.all of
the specialists in the field, that those questions were all that |
were needed to make service judgments then inadequate-service
could be found. But he said that therec are many other faccors

<hat can bear on the gaps between General and Pacific as shown in
these items, and, therefore, he could not conclude that General
was rendering inadequate service.

Dr. Abelson testified that because of the poor‘iﬁége‘of
General and the need for time in which General's customers cbuld
begin to appreciate any improvements of service‘approxima£e1y two :
years would be needed between the time tha:.service improvéd'and
the time that a survey would note the change. He said.that Sincev
a heavy user has more opportunities to view thefservice he would

expect that heavy users would react more rapidly‘to_improviqg '

sexvice. In his opinion the survey is a much better gauge of the
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comparative place that each company stands with respéctlto~it$ :
suescribers than it'is an absolute gauge of what has happened over
a period of time. The best use of the suzvey is'as~a'kind_of a
general appraisal of the state of_the two teleﬁhone companie§ in
the view of their subscribers. MHe felt that the:COmhission‘shoﬁld
look to measures of sexvice other than this survey to détermine thé'
levels of sexvice; objectivg neasures that are\more-suscéptiblé to
measurement and engineering should be preferred to the survey.

Dr. Cohen, the person responsible for the statistical -
design of the survey, testified that the survey was a‘joint effort
of Mr. Delbridge, Dr. Abelson, and himself. His particular duty
was designing the sawmpling and statistical porﬁionsréf the suxvey.
In his opinion the survey should be given heavy weight beCausejit is
an accurate representation of customer opinibns and attitudes. He
said that a survey taken based upon a statistical'sample—as-he.
devised has great value because it reflects the opinions of those
who feel strongly about a problem as well as those wﬁo-fegl;less
strongly about it. As the survey included questions concerning a
recent four-week period of time, a bettér réflection of ac;gal
occurrences was obtained than if the survey had‘ﬁerely'contain¢d~
questions about deficiencies without referring to a recent time

period. Because of the design of the survey, in the witness's

opinion there would be no reason to expect more chronic cowplainers

from General's custowers than from Pacific's.
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The piant director of Gencral testified that hefmeasured""
General's service by using Pacific's exchaage maintenance service
results plac and diel central office servtee index. Hc saxd that.
using Pacific's exchange maintenance service results plan in December
1969, 22 out of 35 General serviee offices met Pacific's. obgect;ve
of a 96 to 93 percent range. Of the rema;nder, 12 seored in the
90 to 95 range. MHe then compared‘General's-results under this
index with Pacific's results in adjacen:_Paeificjterritory.'
Twenty-two General service offices were compared to 28 Pacific
offices. The comparison showed that for the eombined-three-month
averages of October, Novewber, and Decembexr 1969 General's sexvice
offices had a 94.9 rating vhile contiguous offxees of Pacific had
a 95.9 rating.

He then testified concerning Pacific's dial eentxai

office sexrvice index plan. The results of‘applying,thisﬂindex‘to

General's central offices and comparing them with”Paeific's‘cenCralf
offices show that General's four-month average for the months of
September, October, November, and December 1969 was'97.3'whi1e”
Pacific's average for the same period was 96.8. He concluded

that under either Pacific's plam or General s plan the trends
indicate improving performwances. He found that 1n actual measure-‘
went of Gemeral using Pacific's plan, General performs within the
prescribed satisfactory range. However, he sald that ;ervice"as
reflected in this index is not yet up to what he would 1ike-§o-see.

There 1is still a problem in the Marina aree.
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Testimony concerning held orxders, dfal lime service, and
opcrator speed of answer was to the effect tha:'Generai's sexvice
was equal to, or better than, Pacific's.

Staff Evidence

A Commission engineer testified that after Décision‘Nb.
75873 was issued he entered into discussions with Gepera1land‘
Pacific relative to General's adopting Pacific's service indices.

It was agreed that five service indices of Pacif 1c’wbuld be addp;e& 
by General. Those indices are a) held oxders; b) dial. central
office service index; ¢) exchange maintenance service results plan,
d) éial line service 1ndex, and e) operator speed of answer.

He analyzed the exhibits presented by General in this case
and compared Gemeral's service to Pacific's. Hié analysis_éhowcd ‘
that as to held oxders Gemeral has performed becrér‘thég Pacific.
General's held orders are at a regligible level. On the dial .
central office service index (which measures cemtral office per-
formance) he found an improving trend indicated in most of General'

ceniral offices with the exception of Marina and uunta Mbnica.

Overall he felt that on this index Pacific might have & sllghtly

better performance than General.

He testified that Pacific's exchange mainten&nce Schice
results plan includes the customer reports per 100 stations as onc of
its components. General adopted and'computed the entire Pacifig
index but for the purposes of his review ke concenér&:éd cn.thg |
cusTomex reports per 100 stations component. His sﬁudY Shéwed‘thgt
as far as customer reports per 100 stations are concerned Gemeral
coupares favorably with Pacific in all areas except Perris, Pomora,

Marina, and Downtown Long Beach.
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The operators® speed of answer index shows that General

compares favorably with Pacific. Similarly for the dial office
performance index. - h o

He stated that the informal complaints filed with the *
Commission show that over the past few years'the‘number,of comp1aintS
against General have remained fairly steady, whéreas in the most
recent two years complaints against Pacific increased. |

Based on information supplied to him édncerning Geperal's
service performance in 1969 and early 1970 he conciuded thacaPPfOxif
wately one-quarter of Gemeral's telephones are in areas where the
service has been below standard a majority of the’ time. He-gave‘
heavy weight to the customeyr Yeports per 100 stations index and
noticed that thoseexchanges which consistently fell below the
objective in this index usually had low pexformance ig'thc dial
equipment sexrvice index, frequently had low performance in the
traffic iIndices, and almost without éxception‘were the soutcé'éf
the majority of complaints in the Commission's files.

He commented on the lag between improved service and the
time customers motice the improved service. In his opinion it
takes at least one year before the customer notices the-i.mPr°V°d
servi;e. He sald that a company with establxshed ‘good: service |
might provide poor service for a period and still have a favorable
public image. And 2 company with established poor service might
provide good service for a period and not show any improvement in
its image for some time. In the witness's. opinion service de;*c-'

lencies in General's service area are not the sole rgason;why;some
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customexrs would prefer to have Pacific provide'their telephone 7
sexrvice. Many people prefer Pacific's service rather than General 3'2 
service because Pacific's rates are often lowe: and because Pacxfzc
often has a more advantageous calling area as far as a part;cularv‘rF
customer is concerned. |

He stated that the iIndices used by General and the ob-
jectives to be achieved by the indices were as good as any used by
any telephone company in the world. The indices are reasonable to
indicate trends. They should not be-used't6~detefmine‘the-level'df-,
service at any particular wonth. However, indices standing by |
themselves, do not form a complete plcture of séfviée'perfbrmed by
a2 telephone c¢ompany. In addition io the indices it is uséful_td |
have public testimony at hearings, market surve&svsuchfas the‘oﬁe
presented in this case, and records of telephone customer contacts.
withh the Commission, in oxrder to more accurately determine adequacy
of service. He safd that it would assist in determining the rela-
tive quality of service between Gemeral and Pacific if their‘sérvi¢e
indices were standardized. KHe suggested that the large teiéphoﬁe‘
coupanies in Califérnia form a committee, including ﬁembérs-of'the
Commission staff, to standardize telephone serviceindices. - He
said that a recent Federal Communication Commission study showed
that service provided by Pacific in Los Angeles was of a higher
and better quality than service in any other large city in the nation.

He said that to acknowledge Gemeral's continued improve-
zents, as well as recognize the need for fucther improvements,_the

Commission staff recomnends that’General's‘pehalty be redu&gd by

three-querters with the remainder to be remitted when satisfactpéyﬂ‘

sczvice h2s been achieved companywide.
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Discussion

The evidence on the issue of the adequacy of'Generai'é'
service may be convenlently discussed in two categoriéﬁ* AdeQﬁécy
of sexrvice as measured by General's indices and by General's use °
of Pacific's indices, and adequacy of service as measured by thef 
naxket suxvey. We need not be detained by a prolonged discussion
of adequacy of service as measured by General's indexes and v
General's use of Pacific's indexes. Those indices‘ghow that Generéln
although perhaps performing slightly below Pacific's standards in
sowe areas, {s rendering adequate service. We do not mean by‘this
that Pacific's standards of service are to be the measu#emenz of
sexvice for Gemeral, but it has been assumed in ﬁhis case thaﬁ
Pacific is rendering adequate service and‘Géneral'é_service, as 
measured by the aforesaid imdicas, is comparable to Pacific's.
However, the evidence contained in the market survey;gs
it pertains to adequacy of'service casts doubt as to-whether
General is now providing adequste service. |
The survey questions which compare the image of Geﬁe:al
with that of Pacific show that 29 percent of General's residentiél
customers consider Genmeral's service<eit$er ot 50 good;‘péqr, oz -

vexy poor, while only seven percent of Pacific's customers consider

Pacific’s service in those three categories. Further, 34 percent

of General's residence customers and 48 pemcent of General's:

business customers would prefer to receive telephone‘sefvice from

Pacific, while orly two percent of Pacific's reSideﬁce'cu*tomers'”
nd four percent of ‘Pacific’s busmnc»s customers wouid prcfer to

rccelve telephone service from General. Although we aze no*
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concerned with image as such in this proéeeding;‘the answcrs re=
lating to coxmpany image were felt to be importaat by Geheralfs‘wit;
nesses in Interpreting the answers relating to specific service :
quections, azd to the general qﬁcstion-of-what constitﬁtQS'édéqudtew
service. |

In our opinion the market survey, taken by an independent =

suxvey company, of customers chosen through random samplings, is.
coméetent evidence and should be considered. ‘Di. Cohen,”one of

tze principals of the survey team, testified that the survey

should be given heavy weight because it is an accurate representation
of customer opinions and attitudes; it reflects the oyinions of |
those who feel strongly about a problem as.we11 as those who»feei‘
less strongly about {t; and there is no reason to expect more chtonic_ ‘
couplainers from ngeral's custowers than from Pacific's. However,
the survey neced not be taken at face value; it is subject td> |
interpretation and we feel that Dr. Abelson's interpretation is reas-
onzble and explains the mafked degree of customer dispiéasure with‘j
General's service: Customers are remembéring poof service in the
past rather than noticing the present improvements in sé:vice;
This analysis was supported, in substantifal degree, by the staff.

t would serve no useful purpose'to detail Dr. Abelson's analysis

in this portion of the opinion as that would merely restate his,‘
views which are set forth in preceding poxrtions. waeﬁe:;fwe

cannot escape the fact that there is extreme customef dissatisfaction
with General'é service, and we are not satisfied thaﬁ this dis-
satlsfaction is based solely on priot image, hezvy usage, and

lack of observation of service fmprovements. Some of it must
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be related to current service deficiencies. In other words, we

take Dr. Abelson's explanations with a grain.of salt.

When we consider all of the evidenée“presented in this
proceeding concerning General's present service our conclusion is
that Gemeral has been making a sincere effort in improving service,
and has improved service significantly. Such improvement i
sexvice should be shown within the next year in the servzce
indices as well as in a change in customer image and customer -
observance of service adequacy. In our opinion, this upg:ading'
of General's service should be reflectéd in Generalis rates.

Since we cannot find Gemeral's service to be totally adequate at
this time we cannot authorize total remission of the .2 percent
penalty, but because Ceneral's service has Improved significan-IY
General should be authorized to recover 50 percent of the penalty.
Therefore, we shall authorize a rate increase of $2.2 millxon

in accordance with Appendix A attached to this opinion.

General is presently before us in énotﬁer procegding -
CApplication No. 51904) seeking to increase its rates. In‘thatv‘ V///"'*
case adequacy of service is again an issue. We will ordef
General to take another survey identical to the one'presented in
this case, with the addition of questions concerning length of

use of service, and present the results of unat survey 12 A‘plica—*
tion No.’ 51904
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Ordering Qaragraph No. 7 in Decision No, 75873~brdeted 

General to adopt the service quality indices now ugedVBngacific
and to compute suchlindicesaby the use of Pacific's practices.
General complied‘with‘this oxder but at the hearingzstatedﬁthat

in its opinion this ofder would not be effective after termination
of this hearing and that at terminatifon of this hearing General
would not utilize the Pacific indices. General's interpfeta:ibhvof
ordering paragraph No. 7 is wromg. One of the basic‘:easbn$ for’
requiring General to use Pacific's indices was to comply;with
Public Utilities Code Sectiom 728 which states that:

14

e-s the commission shall, among other things,

take into consideration any evidence offered
concerning the quality of the particular teiephone
corporation’s services as compared with that of
telephone corporations in adjacent territory, and |
the permissible rates for comparable service charged
by telephone corporatioms in adjacent territory."

To facilitate the comparison required by Section 728 it is necessary
to have comparable indices. General will be ordered toréontiéue \
to use those service quality imdices used by Paéific-which

General has adopted wmtil further order of this édmmissioﬁ.

The staff engineer’s suggestion that the large telephome
companies in Californiadstandardize their telephkone sexrvice indices
{s a good ome. We shall order the staff to organize a.committee‘
composed of xepresentatives of the largé telephone"companies.in‘

California and the staff whose function shall be to standardize

telephone sexvice indices.
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Findings of Fact

1, Geperal's service, if‘measured'solely by‘Geaetal'su'
indices and by use of Pacific's indices, although slightly below
Pacific's standards, is adequate. |

2. Gemeral's service, if measured solely by the market survey
introduced in evidence by General, is less than adequate.

3. The indices and market survey show that General' s service
is improving rapidly and is significantly better than_it,was at the
time of Decisfion No. 75873. \

4. Because of this significant 1mprovement serv;ce the
0.2 percent rate of return penalty found in Decismon No. 75873
should be reduced by one-half, This amounts to an increase of
approximately $2.2 million a year in revenue,

5. The rates and charges authorized in.Appendix‘A attached
hereto are just and reasonable, and all rates and charges 1nsofav .
as they differ therefrom are for the future unJust and unreasonable.

6. General should continue to use the service indices of

ic that it adopted, | |

7. In order to facilitate comparison of telephone‘service
2s required by Public Utilities Code Section 728 the staff should'
organize a committee commosed of representatives from the staff

and from all large telephone coupanies in California; such com~

mittee to formulate indices to be used: by all\telephcueﬁcdmpanies;
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Conclucion of Law

The first supplemental application of General should‘bé_

granted to the extent set forth in the following‘orderfapdgin\§117 =

other respects denied.

IT IS ORDERED that: , ,

1.  General Telephone Company of California is authorized to
file with this Comrission, after the‘effectivé datcmof;this ordexr
and in conformity with the provisions of General Order‘No;_QsiA,\
revised tariff schedules with rates, charges, and conditions modi-
fied as set forth in Appendix A attached to this order. and on not
less than five days' notice to the public and to the Commission, to
moke sald revised tariffs effective twenty-five days after the
effective date of this order. o

2.  General Telephone Company of Californiz shall cdntinue
to use those service quality indices used by The Pacific
Telephone and Telegraph Company which General has alfeady“adopted;

3. The Commissicn staff is ordered to organize a‘committee :
composed of staff members and representatives of telepﬁone-cdmpanies
in Califoraia, such committee to formulate standard telephbne‘ser# 
vice indices. The first report of such committee shall be ﬁade_toj
the Commission not later than July 1, 1971.

4.  General Telephome Company of Califormia is ordered to
submit 2 mew survey directed to the adequacy of its service in‘the |
Los Angeles metropolitan area in comparison with Pacxfzc'" service.
This survey is to be conducted by an 1ndependenn survey organmza-

ion approved by this Commission. I£ Gemeral wishes the sg:vzceo~
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of the suxvey oxganization that submitted the suxvey in this case :

approval is hereby granted. Compensation to be paid such sur\}ey
organization is to be charged to General ‘Ielephqne- Company‘ of“
California. The survey should be identical in form to the one
presented in this case with the addition of questi.ons c_cmcexn:!‘.ng ‘
length of sexvice. The results of such survey shall be presented
in Application No. 51904. - S
5. Further hearings concerning the serviée of General
Telephone Company of Californmia, and rate relief therefor, are
hereby transferred to Application No. 1904‘. All evidence con~ 7
cerning the market survey placed in evidenge in Ap;;liéation
No. 49835 will be considered with all other evidence comcerming
service in Application No. 51904. o | | S
5. Application No. 49835 is hereby term:mat:ed
The effective date of this order sball be twenty days
after the date hereof.

Dated at __Han_Franclsco , California , this -4&156 |
day of NOVEMBER , 1970, | |

| 2NN

Coumisstoner J. P. Vukesim, Jr.,.being, =
necessarily absent, &id not participate . . .
J.n t.ho disposd.uon ot t&ns procoouns. el
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Schedules A-1 and A-3,
Individual, Party Line, and Suburban Services

Business Service

Individual Line-Flat Rate
Individual Line-Message Rate
2-Party Line

Suburban

Residence Service

Individual Line-Flat Rate
Individual Line-Message Rate
2=Party Line :

4~Party Line

Suburban

Schedule A-5
Semipublic Service

 Monthbly Rate
Increase

$0.30
.25
.25
.25

.15
.10
100
L1000
T a0

Exchanges Where Message Rate Service is Offered:

The semipublic rate shall be changed to equal the monthly
exchange rate for business Individual line message rate service.

Exchanges Where Only Flat Rate Sexvice is Offered:

The semipublic rate shall be changed to equal 50% of the
monthly dbusiness individual line flat rate rounded to :he

ncarest 25-ceat multiple.

Schedules A-6, A-7, and A-8
Private Branch Exchange Service

PEX Trunk Service

Businessfand Residence PBX Trumk Rate (Flat) shall be changed to -
equal 1507% of the respective individual linme flat rate, rounded

to the mext lower 25-cent multiple,

Business PBX Trunk Rate (Message) shall be changed to equal 507 of
the business individuwal line message rate rounded to the next lowex

25-cent multiple.‘.

CaANSSNRYRy
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COMMISSICNER A. W. GATOV, Dissenting:

I dissent. |

Because of inadequate sexvice provided by General the
Commission on July 1, 1969, by Decision No. 7So73 in Applica-
tion No. 45835, found that the rate of return would be boosted
to 7.2 pexcent from 7 percent after hearing and proof that
service was adequate. General in any further hearlng ﬂoncern1n37
service was to provide an independent market survey dxreﬂted €O |
the adequacy of its service in the Los Angeles meuropolxtan
area in comparison with PT&T's service. The indépen&ent market
survey, which is in evidence in this proceeding‘aévtxhibitu
No. 1-8, was by the Commission's own terms to be the-?riﬁcipai
1f not the sole basis for determining a-justifioation_for éﬁ&“

increase.

The Examiner who heard the case leaned heévily,-athe:v

should have, on the independent market survey, and>r§commendéd
to the Commission that any increase be deniedﬁ The decisionf
which was put before us for consideration and voting, however
grants a porcion of applicant's request, and is not Sponsored
or endorsed by the Hearing Examiner.

I agree with the Hearing Examiner who stated ;n his'
draft decision that the evidence in Exhibit No. 1-3 leads -
the inescapable conclusion that Genex al's service is 3*111
inadequate, and uhat no increase is Justified.

The City Attorney for the Clty of Los Angeles in hls

bxief and statement of position clearly expresseo my viewpoxnt
where he states:
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v

"It is the position of the City of Los Angeles
that Zxhibit No. 1-S does not establish that the tele-
phone service supplied the residents of the City of
Los Angeles by Gemeral Telephone is adequate. On
the contrary, the results of the marketing survey
establish that the quality of telephone service
offered by General Telephone, as compared with that
of telephone corporations in adjacent territory, is
inadequate. Based upon the evidence presented, General
Telephone is not, at this time, entitled to establish
rates to produce a rate of return kigher than the 7.07%
previously authorized. . o

Kok kg ok gk dode ok ok ok de ok kok koo ok ok ok dokok
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"This Commission established the penalty for in-
adequate service involved herein on appearances of less
than 145 General Telephone subscribers. The marketing
survey establishes that over 430,000 of General's cus-
tomers would change to another company (if they only
could) and that over 330,000 of General's customers
classify their telephone service as "Not so Good' to

'Vexry Poor'.
"The only reasonable conclusion from the evidence
of those Califormia citizens receiving their telephone
service from General is that such service is inadequate.”
The qqaligy of Gemersl's curremt service is, furthermore,
a matter of record in Application No. 51904; which is now-beiﬁg_
heard by the Commission. Testimony of public witmesses who have
appeared in that case is that the service is stili podf,_and it -
may be getting worse. These are the people who are paying the

bills, and their confirmation of the raw data of the market sur-

vey cannot be ignored. To give General an increase in rates on

the grounds that the current service is adequate or even'approaCh—'

ing adequacy is, therefore, a direct contradiction‘of'Gene:ai'é
own survey, past public witnesses and present public~wiﬁne$sés;-
The majority fails to properly use its own records and
yardsticks. The ingreése was apparently gtahted for»n3 bettexr
reason than that it was felt General has been making & "sincere

effort". -

Dated at San Framcisco,
California, Nov. 10, 1970.

‘Cf;?missioaer :
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