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Decision No.

'BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA = . -

Application of THE PACIFIC TELEPEONE g
AND TELEGRAPH COMPANY for authority
to cg:solzdate 1tsh§mmet Panoche g
and Tres Pinos exchanges into a Application No. 50928
single exchange to be designated A - :
Tres Pinos ang establish Emmet and 3 (F;led‘M;reh~4,,1969)
Panoche special rate areas within ‘

the new Tres Pinos exchange, San

Benxto County, California.

Richard Siegfried, for applleant .

Rex Brvan, tor Willlam Butts Telephone
Cagpany, and Bryan Telephone Company,
protestants.

Willjam L. Knecht, for California Farm

ureau ke eration- and Neal S.
Hasbrook, for California Inaependent :
Telephone Association, interested
w. 3artles£ 7o and R. G. Tha Counsel,
igg~Hoblyn and R. lyer, Counsel,
‘g.J

aad cario, toxr the Cbmmission
staff.

OPINTI O N

Tais proceeding involves the applications of “ﬁeebaeifie
Telephone and Telegraph Company (Paeifle) to consolmdate 1ts rural"
telephore exchanges in Tres Pinos Emmet and P.ﬁoche in San Benitol
County. [

Consolidetion of the three exehaoges~nmsfapoﬁooed"oy ﬁs&f
Commission in Decision No. 76482, ‘déted November 251-1969._ However
upon the filing of a petition for rehearlng by'the lelxam.Butts |

Telephone Company and the Bryan Telephone Company-(Bryan),

1 ‘lhese two swall, independent telephome compaﬂies are unde* sxngiéf

ownership, and they are’ hereinafter sometxmes-referreo to as the “
Bryan companies, :
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A.50928 NB

Coumission granted a rehearing for the purpose of receivzng further
evidence in oxder to determine whether the consolmdatmon results in |
undue ox unreasonable preferential treatment,of Pacmfic‘s subscr;h-.ﬂ
ers (Decision No. 76881, dated March 3, 1970). |

Pacific's Tres Pinos exchange‘isilocated southeast from
Hollistex and it borders on part of its Hollister exchange.. The.ud
Exmet exchange is southeast of the Ires Pinos excnange bu- it zsf
separated from the Emmet. exchange by a somewhat larger sectmon of”
unfiled territory. The Panoche exchange is farther southeast and:l

it is separated from the Emmet exchauge by-a somewhatwlarger\sect;on

of unfiled territory. Tre three exchanges are connected by a s1ugle; -

county rcad which is parallel to the Tres Plnos Creek The terraln ll

is hilly and naturally sultable_for ranching,‘ It Ls.sparsely'popu- f'

lated.

Tres Pinos has a small business. district which zncludes a .
church, garage, gemeral store, winery, tavern and feed store.x It -
also has three schools, a golf clud and a combzned falrgrounds and
park. Tres Pinos is six miles southeast from Hollrster. There are
no business or commercial establishments ln Emmet a tavern 1s the
oaly such establishment. located 1n Panoche. - _ |

The Bryan companies are located next. to thc Emmet and

Panoche exchanges. One, the Butts Telephone Company, consrsts or

the Pionscles exchange, which is adJacent to and on the west side of SRR

the Emmet exchange. It also borders on a. small portion.of Pacxr c'sfc3hd

Hollister exchange axea. It is a long, narrow exchange which
extends along State Highway No. 25. parallel to the San Benito Rlver-;:
It is physzcally isolated from the Emmet. exchange by*hills through |
which therxe are not any connectmng paved roads. It does nothborder -

on the Panoche exchange. It has 80 telephone customers.l
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Tae Bryan Tclcphone Ccnnany elso coneisco of only one‘l"

exchange designated as the Idria exchange. Its serv1ce territory
includes a long, narrow area which encompasses the remamn ng,ZO
miles of the cecunty road whzch bigects Pacifnc s Panoche exchange.g
One ‘end of the Idria exchange borders on the Pancche exchunge, but '
it is separated from Bryan's Plnnaclcs exchenge by uome e;ght‘mnlec _n
of unfiled and roadless terrxtory. The*e °re 64 telephcne custcmer

in the Idria exchange.

The size and number of telephone s.ations located 1n the

el
three Pacific erchenges and the two Bryan exchanges as of. Janaary x, "9

1970, axe set forth below:

: Area Number cf
Exchange {(sq.miles) - Telephonesf“

Tres Plnos.(Paelglc) ' 38 . : 132ﬁ7t
Emyet (Pacific) 52 36 .-
Panoche (Pacific) 34 28
Pinnacles (Bryan) 126 80
Idria (Sxyan) 65 , 64

Under Pacific's plan, the Panoche and Emmec exchanges w1 |
be consoxrdated with the Tres Pinos. exchange including the incor—-“

poration of the tuo small sectious of unfmled territory'whxch

presently separate the three Pacific exchnnges from.eacn other.":he_‘_ﬁ‘ﬁ

result will be one enlarged Tres Pinos.exchange, dlvzded lnto thc .

*res Pinos base rate area, and a separate pec1&l rate area fcr




Exmet and another such rate axea for Panoche. The present and pro-'k
posed rates for Paczfic s three exchanges are set out below.

Rate Per Mbnth

Present . ,

et _ PrOposed s ST
Panoche = Tres Pinos  Emmet Panoche
Tres Pinos BRA _ SRA“ ‘ - SRA

BUSINESS - R AT
I-party $ 9.00 $ 9.00 -3 11 601‘7 $12.25
Z~party 6.75 6.75 815 8. 50;4._
PBX Trunks - 13.50" - 13.50 16,10 . 16;75* :
Semipublic 4,50 . 4.50 7.0 7,750
Suburban 8-party 6.25  Not Offered Not Offered Not Offered .
Suburban 4-party Not Offered 7.50%k - 7 50%% 50** ‘
Farmer Line 75# 2.75 ' 3-15* L 3e25*
T-party $4.75 $ 4.75 , $‘7;35<1'f' $r8400‘;‘,’
2~party - 3.65 - 3.65 C 305 5600
4~party 2.95  Not Offered Not Offered  Not’ Offered
Suburban 8-party 3.45 Not Offered  Not Offered th Offered
Subuxban 4-party Not Offered 4.00%% 400Kk 4 00**
Farmer Line 1.50F 1.50 1.90% © - 2.00%.

# Not offered in Panoche. ‘
* Applicable to service connecting at the SRA.
**  Available only in suburban area,
The above table shows that Pacifrc s subscribers 1n the f
Emmet and Panoche special rate areas will imcur increases in‘thezr
wmonthly rates. On the other hand, they w111 receive. upgraded serv-
ice, including sevensdlglt numbexing and dlrect dlstance dralrng._
Pacific will also offer sdburben four-party service in- 1ieu of
present suburban elght-party service and it wmll withdraw resxdence
four-party service. 3 o
More significantly, however, the consolidation will permxt
extended area service (EAS) between the Tres Pinos and Hollmster -
exchanges because the toll rate centers of the two exchanges are ‘
less than ezght miles apart. As a result Pacific s subscrrbers 1n

Emmet or Panoche will be able to'call Hollister toll free. The

combined territory covered with EAS will be approxzmately'370 square
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A.50928 B

miles; and the longest theoretical toll-free callxng distance from .w
the extreme ends of the two exchanges will be 49 miles.

Bryan and the Commission staff assert that the consolida-‘ :
tion causes certain adverse effects for Bryan $ Subscribers 1n.the :
Pinnacles and Idrxia exchanges which result in unreasonable-prefh\
erential treatment for Pacific's Emmet and Panoche subscribers.
Iherefore, Bryan and the staff uxge that the consolidation‘be den;ed
undex Sections a53vand_728‘of the PubliclUtilitmes‘Codee} Tbe sta£+:
proposes as au alternative that Pacificfbe’authorizedrtoﬂinstitute‘”'
four-party suburban service. o :.“ .

The circumstances alleged to result in unreasonable dxs-
crimination against Bryan's subscribers are:

1. The size of the toll-free calling area and the

maximum toll-free calling distance received by

Pacific's subscrlbers 1n,Emmet snd Panoche.

The staff obgeCts to the smze of the- toll-free callxng
area and the theoretical maximum distance of such calls. It argues
that the area is too large because cnly 39 of. Paciflc s 393
exchanges, or approximately 10 percent of them, have & toll-free
calling area greater than 370 miles. It further.contends that thc
distance factor ¢of 49 miles.involved is unreasonably preferentlul
to Pacific's subscrrbers because—only-B or less than 1 percent, orsﬁ
the 393 exchanges have a greater toll-free ca111ng distance.s |

In the staff's view such-a large toll-free area resultse

in such a distorted exchange that an undue preference 13 created

fox Panoche and Eumet subscribers as compared to the restricted tol‘

free area and calling distance ava;lable torthe ad~acent,P1nnaclesff'
acd Idrig subscribers. The staff empbasizes that +he calllng_dzs-5:'
tances now present in the three Pac:f;c excha ges (Panoche, Emmet

and Tres Pinos) and the two Bryan exchanges are. about equal but

that after comsolidation the unchangedctqll-frce calling"dlstaQCesftf'p'
~5= ' . "




4.50928 NB

in Pinnacles and Idria will be less than half that iu the enlarged
Tres Pinos exchange.

2. The toll rate increases lncurred by Bryan's sub-
scribers for calls to the neighboring Pacific
exchanges in Emmet and Panoche, and the cancel-
lation of plans for toll-free calllng (EAS)
between Pinnacies and Emmet.

Bryan and the ecaff complain thnt the rate changes caused R

by the consolidation result in unreasonable dlscrlmlnation agamnst

Bryan's subseribers. o \
Undex the Commission s order in Dec;smon Nb 74917
Bryan's Pinnacles exchange and Pacific' s Emmet exchange wil‘ rece;vc;f
EAS because their toll-rate centers are presently emght mlles apart
or less. (See printed Decision No. 74917, page~47, pa*agraph 5 )
For the same reason, Pacific's present Tres Pxnos and Holllster
exchanges will get EAS. Because the consolxdatlon results 1n the

shift of toll-race centers, the Plnnacles exchange w111 not recemve ,"

EAS to Emmet, but the Tres Pinos and Hollister exchanges wil; stmll f"' “

receive it. In addition, the'current 10-cent toll rate for cal

between Pinnacles and Emmet w111 be *ncreased to-lS cents after the i

consolidation. This loss of EAS by Pinngcles! sabscrmbers end the
increase in the Plnnacles-gmmet toll rate arxe attacked as unreason—
able and unfair burdens placed on Bryan's subscrxbers asa result

of the comnsolidation. There will not be any 1ncrease 1n the toll_,

rate, however, for calls between.Plnnacles and Hollister. ana Jy, f‘“

the rate for calls between Pinnacles and. Panoche wi 1 be dec*eased
from 30 to 15 cents. | _ ,
Bryan and the staff also oppose the rate :.ncreases for
Bryan's Idria subscribers on the same ground' After :He conso;1da—1:
tion, the current 20-cent toll rate for calls becween Idrld and

Pacific’s Panoche exchangp will becone 45 cents and the present
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rate of 35 cents between Idria and Emmet will'go=up¥tc-4S@ccﬁts;r‘v

There will be no increase in the toll ratclfor'caiis5bccwecnfiéficft
and Hollister.

These rate changes are summarized below:

_loll Calls

"ToTT Charge 3-iAioute Call:
Between :?resent:Prqposed:Increase;H

idria (Bryan) and Panoche (Pacific) 204 4s5¢ 254

Idria (Bryan) Exmet (Pacific) 35 . 45 10

Pinnacles (Butts) Panoche (Pacific)" 30 15 . (15§c"'
Pionacles (Butts) Emmet (Pacific) 10 15% 5

Panoche (Pacific) Hollistex (Pacxfic) 40 - (40;' :
?anoche (Pacific) Tres Pinos (Pacific) 40 - 4%0)

Emmet (Pacific) Hollister (Pacific) 25 -“' (253‘: o
Egmet (Pacific) Tres Pinos (Pacific) 20 - - (20 o

(Decrease)

* As a 10-cent toll route Pinnacles~-Emmet.
would become toll-free pursuant to Deci-
sion No. 74917. As a lS-cent route it
will remain toll. o :

3. The fact that Pacific's Emmet and Panoche sub-
scribers will receive toll-free calling service'
to Hollister, while Bryan's nearer subscrmbers
in Pinnacles will not. ‘

Under the comsolidation Pacific's-customers*in the B
Panoche and Emmet exchanges will rece;ve toll-free callzng to |
Hollister although both exchanges are currencly physmcally separated
from the Eollister exchangc by the Tres. Pinos. exchange and some
unfiled territory. Bryan' s Plnnacles exchange whmch‘borders oq
Pacific's Tres Pinos and Hollister exchanges and which 1s closer
to Hollister, -will continue to-have :oll-call serv1ce. o ,

The staff argues that thlS sxtuation demons rates\the

discrimivatory result produced by the proposed consolidatxon. Thc-7'f

-

staff attacks the equity of this result becauqe Pacifxc s communxty—ff,"

-7-
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of-interest study shows that a‘greater‘voiume*offceliingftfaffice:"
occurs between Pinnacles and Hollistexr: (1 466 calls) than between o
either Pinoche and Hollxster (303 calls), ox between Emmet and |
Hollmster (626 calls). It and Bryan also contend that thzo sztua-f-
tion will cause Bryaa considerable. dlffxculty in.maintaxnmng good
customer relations. | | “
Pacific does not dispute the factual consequenceo of tho o
consolidation set forth by the staff and Bryan. It does, however,
vigorously dispute thein argnment that‘undue"pfeferentxalwor'unrea-»‘
sorable discrimination results; Pacific emphasxzes that altho gn o

the toll-free ealling'diStance and area w111 be greatvthey‘are not o

record-bre aking Ln themselves. It further alleges that even it theY : f

did establish new. p~ecedents in 1ength ano sxze the result should |

not automatically be comsidered as un duly preferentmal 1f the fac*s

surrounding the situation 3ustifj the result o o
Concerning the toll- rate ;ncrea,es wh*ch Bryan customcrf-V

wm;l suffer and the loss of planned EAS.servmce for the Pinnaeleo

exckange, Pacific contends that these rate effecos are de minlmzs.«‘ -

To support this positmon it 1nt*oduced a community»of-lntercst ’ ,r

study which Shows ohat the callzng routes whxch w111 have increaseu

rates carry a Llow volume of calls except for the Idrma-Panoﬂhe *oooe.,fﬁt

2T EXEIBIC No. 4. THcse are the aumber of o5igs natzng'messagos w0
both dlrections for an average month during 1969., N !

_3;:
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The total "average month or;ginating messages" for 1969 in both

directions on the maJor routes are shown below: -

: o Total -
V~Messages Origxnatrng-;
o in Both: Directionsv:ﬂ;
: fox Avera e-Mbnth;. '
Route: : in 1969 e

BETWEEN Idria and Panoche 119:
Idriz and Exmet 3
Idria and Tres Pinos 40
Idria and Hollister 462
Pinnacles and Panoche ' 3
Pinnacles and Emmet 130
Pinnacles and Tres Pinos 312
Pinnacles and Hollistex 1,466

(Source: Exhibit No. 14)

THRINTI] ]

L]

- Insofar as the staff's ¢harge . that unreasonable discr~ ~-7f“ ]
nation results because the nearer Pinnacles exchange w111 rot have o ;
EAS to Hollister while Pacxf:c S more distant,Panoche area 11,
Pacific responds that this result has occurred £n other consollda-{‘
tions involving its exchanges and bordering independen: exchanges. .g
To alleviate any unfairmess in this regard, Pacific has offered to’*f
join Brysn in a study for EAS to the Pinnacle s exchange 1f the
Bryan subscribers demand it

Flnallj, Paciflc advances construction eost savings as a‘A=
justification for the comsolidation. Its witneus testifxed 1n ;he2_7
original hearing that the gross: construction expenditure to serve
the three exchanges on a consolidated basis is some $100 000 1es¢
than to do so on a noncoasolidated basms._ ,

The Comm;ssion agrees with Pacifrc that the question g
waether unreasonavle discrimination re.,ul*'s depends upon a‘l the -

surround;ng circumstances and comditions 1nvo;ved in the propooed

consolidation (Atchison, Topeka & Santa Fe Ry., 36 c R. C 135 (193;))-¢;.r

We are xequired by Sectlon 454 of the Publmc Ut1 ‘ e Code to
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-

determine if the rate incresses which result from the proposed con~ . - |

solidation are justified; and in making this-determination weiaref' .

further required by Section 728 of the Public Utilitiesiqodeatof_

consider the rates for comparable service'chargedibygadjacent‘tele-f

phone companies.

We disagree with the Commission staff's position that the B ;
calling distance and size of EAS exchange should be determinative.
On the facts present here, neither factor establishes a new prece-”“
dent. Factors such as the effect on rates, community of interest
and the surrounding circumstances are entitled to greater weight
than distance and square mile- figures. ,

As far as consolidation of the. TreS-Pinos and Emmet
exchanges are concerned, we agree with Pacific that no~unreasonableff
preference results. The Emmet exchange, being separated from the
Tres Pinos exchange by a very small section of unfiled territory,
and from the Hollistexr exchange by the naxrrow neck of the Pinnacles :
exchange is a logical and reasonable area to be consolidated wath
Tres Pinos. Although the resulting loss of EAS service from
Pinnacles to Emmet aud the substitution of & toll increase from
10 to 15 cents between Pinnacles and Emmet is a serious step back--
ward in service conditions it 1is 1arge1y negated by the relativelyn'
swall traffic volume between these two areas. The vast majority'ofrfv
Pinnacles' calling is to Tres Pinos and Hollister where‘there are |
business centers. We also give weight to. the fact that Pinnacles |
and Eomet are physically separated from each other. There-is appar-fw
ently no significant community of interest between these two areas.

The proposal to include the Panoche exchange in the con-
solidation will result in a toll rate increase for Bryan s Idria

subscribers’ calls to Panoche from‘the'currenthOitow4Svcents_for,a‘

-10-




three-minute call.3

However, most of,Idria's'Callingtrafficllsgto‘e' B
Hollister, for which there is no rate increase as a reanltﬂofhthe“
consolidation. Although we recognize that Idrma has over twmce as
many telephone -stations as Panoche, 64 compared to\28 the Comm;s-~
sion concludes that conaolldation is Justlfied Maintenance of a‘
separate telephone exchange for only 28 telephone stations in a
sparsely settled area is undesirable and 1neffic1ent Under the cone
solidation Pacific'’s Panoche subscribers will receive—the benefrt
of EAS calling to Hollister. Extensxon of this service to as. many
areas as possible is in the public~interest Under the facts pre- |
sented in this proceeding, we conclude that the effect of the con—V-
solidation as proposed by Pacific is not unreasonable or unduly |
discriminatory. “
The Commission makes the following\find1ngs of fact-ti
1. The Pacific Ielephone .and Telegraph Company, the Bryan h

Telepbone Company, and the Butts Telephone Company are telephone

corporatmons wzthin the meannng of Section 234 of the Public Utill-“
ties Code. : | | |

2. Pacific operates the Hollister Tres Pinos Emmet and ‘
Panoche telephone exchanges in San Benito County.v y .

3. The Bryan Telephone Company and the Butts Telephone Comr .
pany are under 51ngle owvmership, and they operate the Idria and

Pinnacles exchanges, respectively, in San Benlto County. .:

There i1s a rate increase from 35 to 45 cents. for calls between
Idria and Emmet. However, Pacific's study shows almost zexo '
volume of traffic on this route. Only three calls were recorded
for the average 1959 month. There is also a rate decrease pro-
posed under the consolidation for Bryan's subseribers from 30 to
15 cents, for a call between Pinmacles and Panoche. Once again,
the volume of traffic is very low, only three average month calls
were recorded (Exhibits Nos. 13 and 1&§ The effect of thms .
increase and decrease is de minimis.

-1]l-
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4. Pacific's proposed coustruction addxtions and consolida-.__ﬂiff‘j

tion of the Tres Pmnos Exmet, and Panoche-exchanges 1nto an-
enlarged Tres Pinos exchange with an Emmet spec;al rate area and a
Panoche special rate area will permit its customers ln these three_
present exchanges to receive upgraded telephone'service includxng :
seven=digit numberlng, direct dlstance dialing, and extended area
service (EAS) to the Hollister exchange. These servxce improvements'

are in the public interest

5. The result of thls consolidatlon w1ll affect telephone

subscribers of the Bntts Telephone Company in the Pinnacles exchanged'

by increasing the rate from 10 to 15 cents for a three-minute call |
to Emmet, and by cancelxng‘the scheduled introduction of EAS service}l
between the Pinnacles and Emmet exchanges. Smnce the volume of
callxng,traffxc between Pmnnacles and Exmet is.small when compared
to that between Pinnacles and Hollister or Tres Pxnos the'rate
1ncrease and cancellation of EAS servmce-are justified

6. Pacific's proposed consolidatxon of the Panoche exchange -

will result in a rate increase from 20" to 45 cents for a call from

‘the adjacent Idria exchange. There will not be an.lncrease in’ the o

toll rate for calls: from,Idria ‘£o Hollister. Sincev75~percent ofA

the telephone callmng traffic from Idrxa is to~Holllster, and s1nce .

maintenance of a separate telephone exchange for on1y~28 subscriberS’“

in a sparsely settled area is inefficment, the rate 1ncrease for
calls from Idr1a to Panoche is justxfled o

7. Increasesrln exchange rates for the proposed Tres Pznos
exchange and the Emmet and Panoche spec1a1 rate area3~are 3ust1f1ed.ff

The Commission concludes that the applmcatmon herein -

should be granted.
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IT I8 ORDERED that:

1. The Pacific Telephone and Telegraph Company s applmcatmon
to consolidate its Tres Pinos, Emmet and Panoche telephone exchanges
is granted as proposed in the application here:n. | |

2. Within two years after thefeffective date‘of'this‘order;
applicant may be authorized by supplemental order to fxle the
revised rate schedules attached to. this oxder by-Appendlx A. Such
filing shall comply with General Order No., 96—A : ThefeffectiVe date\'
of the revised schedules shall be four days after the date of £iling.

The revised schedules shall apply only to servmce rendered on and

after the date thereof

The effective date of this order shall be twenty days afterf\fﬁf

the date hereof.

Dated at San Francisco ,V.Cal:i.‘fotniap, _;h;;sl « /t;'*’«ﬁ»éd'Ely
. JANUARY L1971, R P

R Comfss:foners : :

Commissionor~Vernon T Sturgoon being;ﬁ; :

~ necessarily-abzont; did nct participat
dn: 't.ho di. position"or tha.., procoeding.
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' APPENDIX 4

Applicant's rat:es, charges and cond:!.t:’.ons are changed‘ |

as set forth in this append:(.x (
1. Discontinue the Emmet: and Panoche Exchanges. :
2. Enlarge the Tres Pinos Exchange and establish
the Emmet and Panoche special’ rate. areas as shown on f
Exhibit A attached'to the applicac:.on. :

3. Rates:

BUSINESS e ‘

I~party - - $11.60 - $12 25

2~party , _ ' o -83.‘:115{,2{ o 8.500

PBX Trunks 13.50 ' 16'.-10‘.‘ 16. 75

Semipublic 4, 50 700 7.75. ERRET
Suburban 8-paxty Not offered Not: Offered ‘Not: offered'
Suburban 4-party 7.50%k - 7.50%% L 7.50%k
Farmer Line L2750 3 15* 3 25* e

RESIDENCE o

I-party - ,‘ g $‘4‘.';75~' $ 7 35 $ 8.00

2-party ' - 3.65 5.05. . 5400 . -
4=party’ Not Offered. Not offered Not Offered - -
Suburban 8~party Not Offered Not: offered Not: Offered?;j
Suburban 4-party 4, 00%x 4, OO** Al00kk
Farmer Line - 1.50 L. 90* 2.00%

%* Appl:.cable to service connect::mg at t:he SRA
**  Available only in suburban area.
Other rates and rules m. accordance with tariffs on file" -

with the Caln.foma Publie Ut:.ilit:ies COmmissn.on. R




