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Decision No. _ ... 7 .. 8 .... 3 .... 0~9"--

BEFORE THE PUBLIC UTn.1TIES COMMISSION OF tHE STATE OF CALIFORNIA 

In the Matter of the Suspension ~ 
and lnvest;gation on the 
Commission's awn motion of 
Hornitos Telephone Company Advice ) 
I.etter No. 20 and The Pacific ) 
Telephone and Telegraph Company 
Advice Letter No. 10178 covering 
exeh&;ge exp.ansi.on$ iU the vicin
ity of lake Don Pedro. 

Case No. 9052 
(Filed April 21) l~70) 

Graham & James) by Boris H. Lakus ta and David 
J. Marchant, for Hornitos Telephone 
COmpany) respondent. 

Richard Siegfried, for The Pacific Telephone 
and Telegraph Company, and Walter E. Schwed, 
for Continental Telephone Company of 
california, protestants'. 

Louis Andrego, for the Commission staff. 

OPINION -.-.---- ...... ""'--

Public hearings were held ontbe above-entitled matter 

before Examiner Coffey on June 8 and October 6, 1970,. 

The Commission ordered on July 8,. 1969, Case No .. 8933, 

the suspension and investigation of Advice Letter No. 19 of the 

Hornitos, Telephone Company which covered proposed expansion of its· 

Hornitos. Exchange in the vicinity of 'Lake Don Pedro. pUblic 

hearings were held on Case No. 893~ before Examiner Coffey on 
. . 

YJareh 10 and ZoS, 1970. At the conclusion of the hearing on 

Mareh25, 1970, all parties agreed that further consideration of 

issues should· be pursued in a subsequent newly ins,t1tuted investi

gation. It was further agreed that, Hornitos 'Telephone Company 

would request permanent suspens;ion of its Advice:::"et~er No,. 19 to 

permit term:tnation of the proceeding. By letter dated April10~ . 
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1970 Hornitos Teiephone Company requested permanent suspension of 

its Advice Letter No. 19. The record of Case No. 8933 is in:corpo

rated in the record of Case No. 9052 which was submitted for 

decision on October 2l~ 1970. 

Decisio~ No. 77667 ~ dated" August 2S~ 19'70, suspended 

until February 28~ 1971 the operation and effectiveness- of Hornitos 

Telephone Company (Hornitos) Advice Letter No. 20 and The Pacific, 

Telephone and Telegraph Company (Pacific) Advice Letter No. 10178,_ 

By Advice Letter No. 19 ~ Hornitos filed tariff schedules" " 

which would have provided exchange service to approximately 20 

square miles of unfiled territory contiguous to, the"western 

boundary of its- presentexcbange which encompasses the town of 

Hornitos and most of Lake McClure Reservoir in Mariposa> CountY.-

It was the position of the Continental Telephone Company~ 

whose Snelling Exchange has a cocmon boundary wLth the southwest"" 
", 

side of tbeunfiled territory ,that an award; of the entire parcel " 

of unfiled territory at this time would not be in the pu'b>lic 

interest ~ and that any award of area adjacent to Continental r s 

Snelling Exchange should wait until such time as there is develop-
, " 

ment and a need for service, at which time a determination can be 
" 

made of the company best able t~ sel.'"Ve the needs of the public. 

In 1964 Pacif:l.e expanded its Waterford Exchange to· 

include some 72 square miles of unfiled territory- which took 1n 

the take Don Pedro Reservoir then under construction tn Tuolumne 

County and approximately 65'7. of the take ~on Pedro development by 
, " 

::?acific Cascade Land Co. ~ a subsidiary of Boise Cascade Corpo

ration. Boise Cascade proposes to subdivide land in the Lake Don 

Pedro area into approximately S,173;lots 'for sale to the public; 

providing water~ roads and sewage. Appr~ximately 28% of the 

-2 ... 



C. 9052" ds 

development 1.s w:tthin the unfiled territory and 7% is in the 

Hornitos Exchange. Pacific's Coulterville Exchange has 'a short 

common boundary on the northeast side of theunfiled territory. 

Pacific' s Waterford Exchange generally bounds the north and' north~ 

west sides of the unfiled territory. Since Pacifie desired to· 

incorporate within its Waterford Exchange approximately the northern 

one-balf of the unfiled territory~ since Hornitos proposed at the 
, 

hearing to establish an ad<:l1tional base rate ',area 1n its. exchange, 

and since the conclusion of the matter could :not be accomplished 
, 

prior to the expiration of the period of suspension, Hornitos 

requested permanent suspension of its' Advice tetter No. 19. 

By Advice Letter No. 20, Exhibit No,. 17" Hornitos bas 

renewed its proposal to expand its Hornitos Exchange boundaries. to 
, 

include the 20 square miles of disputed unfil'ed territory and to 

establish the Barrett Cove Base Rate Area, located about one-half 

mile outside the disputed territory. and encomPassing the j.~ct1on of' 
\ . 

the Merced Falls Road and the road to Barrett: Cove on Lake McClure. 
! ' 

By ,Advice Letter No. 10178" Exhibit: No. 18-" Pacific would' 

include 11.2 square miles of the disputed texritory in it's Waterford 
I 

ExehaDge. 

There are presently no subscribers in the unf11edterritory. 

Hornitos was moved tnittally to expand its' exChange by the receipt of 
. i ' 

I' ' 
a request on June 10~ 1969 by Boise Cascade for service t~ 14 sales 

houses in Unit No.2 of the Lake Don Pedro development, all in un

filed territory. This request was withdrawn because of. b.:Lgh 

construction bids and revision of th~ constru~tion program. On 
, ' 

February 3,. 1970, the 1I'LCrced Irrigation District requestedserV'ice 
j, 

'Co 14 stations in the Barrett Cove Area. Pacific, is currently . 
\ 

furnishing four foreign exchange business !ndividual 'line services: 
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from the Coulterville Exchange at the Unit No;" Z Sales Office in 

the Waterford Exchange adjacent to the unfi1ed· territory. At the 

time of the initial hearing Hornitos also served the water treatment 

plant and six contractors in an area about two: miles from said Sales 

Office located in a remote corner of Pacific's' Coulterville ExChange. 

It is planned that a golf course located in the disputed territory 

will be in operation in the fall of 1970. 

Regardless of the award of the disputed territory~ Hornitos: 

stated it plans to move the present dial. plant in Exchequer'Village 

to the Barrett Cove Base Rate Area to· mal<:e best use of outside p·lant 

facilities and to keep investment at a minjmum •. There are presently 
. 

S services in Exchequer Village and Hornitos does not anticipa.te 

additiO!l8.l customers there since the owner 'of the v11lage~ Merced 

Irrigation District, is not planning to add either employees or 

facilities. Hornitos plans to retire the present dial plant at the 

village and" to serve the village from a new dial plant in. the Barrett 

Cove Base Rate Area. '!he new dial and outside plant will 'be f;[nanced 

by Stromberg-carlson Credit Corporation, which presently finances 

eqmpment for Bornitos .. 

Staff Position 

A representative of the staff argued that . the current· and. 

future needs for service in the disputed area are minimal, and . either 

utility can furnish the service if customers pay charges appropriate' 

for an extremely sparsely settled. development. For ehe next 3. to 10 

years, the staff argued tha~ service could be rendered without undue' . 

burden on customers in the area provide~ the Waterford and Hornitos 

exchanges. are districted with new toll points so as to establish a . 
lS-cent toll rate 'bet-w-een the distric.ts. After' ten years. the staff· 

conceives that Lake Don Pedro telephone users' in the Waterford area 
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should be able to call the golf course and those.in the ,disputed 'area' 

should be able' to call the community center withoue toll, c:har8e~~ " 

'!he 'staff recommends that future cross-boundary' problems be ,minimized, 

by authoriz~ at this time new districts in the Waterford· and 
'"\'. 

, ~ , 

Romitos exchanges together with inter-company extended. area" service. 

Pacific Position 

Pacific ar~ed' that, sinee today a cross-boundary problem, 

does not exist~ and because development in the Lake Don Pedro· area 

would be slow, the only issue to be decided here is: which applicant 

should have the unfiled territory. Service by Pacific of the unf:[led, 
, . 

territory and the golf course is considered to be" in the best, 

interest of the customer since the recreational areas), the marina, 

and substantially all of the commercial property, the Hacienda or 

motel area, swimmillg pool, and 65% of the Boise Cascade developme:te 

are in Pacific f s 'Wate:::-ford Exchange area. Pacific plans. to- fi.le' a 

special rate area in La Grange to re~uce the rates for urban grades; 

of service anywhere' within the Boi,se cascade' development and thus 

be more comparable with the lower urban rates of Hornitos. The 

Pacific rates. for suburban sernce presently are higber' than those 

of Romitos. 

It is Pacific's position that district areas and extended 

area service sbould not be ordered at this time. 

Hornitos Position 

Hornitos maintains that the take· Don Pedro· deVelopment "is 

taking place and will continue, although s.lowly. It concedes that 

a comrm.:nity of ~terest exists but believes it satisfies best' the,· 

interest of the telephone-usius public.. Hornitos argues, t~.at its 

rates are substantially lower than those of Pacific andth1s ,would .. 

be true for the indefinite future. Hornitos proposes not to' 

-5-



c. 9052 ds 

increase its rates if extended area service is ordered. It, is' also 

argued the costs to Hornitos to provide the service would be 

substantially lower than the costs which would be incurred.by 

Paci~~c~ due to' the shorter distance between the subscribers tn, the 

disputed area and Hornitos at its Barrett Cove Base Rate Area than 

between the subscribers and Pacific's cable center. While Hornitos 

maintains that it is equal to future financial requirements from 

its own resources or ability to borrow" it was conceded that 

Rornitos t financial position is possib1ynot wholly sa.t isfac tory • 

A plea was made that· the finances· of Hornitos would be given greater 

stability by the increase in revenues from the new territory. 

Hornitos advocates that the issues of the assignment of 

the unfiled territory" extended. area service' and establishment' of 

districts be disposed of immediately. 

Discussion . 

A serious problem arises in this proceeding because the 

Boise Cascade development has spread across areas within established 

exChanges of both utilities and also across the unfiled territory 

located between the exChanges. The existence of, 8' future cross

boundary service problem is revealed by the demonstration by Pacific 

of the community of interest of the' Lake Don. Pedro development. On 

August 5" 1970~ the parties and the staff conferred on this problem. 

This diSCUSSion, premised only on the offer of extended area service 

by both parties as the solution to the boundary probl~, considered 

the size of extended area ~ where and how the size of Waterford,. 

ExChange should be· reduced, and if the Coulterville Exchange . 

. botmdal:y should be changed. 
, 
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Here in a territory which: is. presently substantially. 

undeveloped the parties would create a s·i.tuation which can only 

result in s. future communication utility crosS-bo~Cr..~ problem~· 
',-

the outcome of which could be added total construet:[o~-:cost~ and 
(: 

increased customer Charges for the subscribers of bo~~ utilities. 
" 'Xb.e added costs of extended area service must be r~~:'~uped from: 

higher rates in the development 8I).d higher rate~'~;~;om Pacific's 

other subseribers who must supply amounts. for the settlements 

required to compensate Hornitos for its added costs of extended 

erea service. 

This record does not contain sufficient tnfo:mation to, 

evaluate at this time the relative future rate imp.C;ct on s~-, 

scribers. Further> weighing present rates is not helpful since 

factors such as mileage Charges and subscriber choice of class of 

service is speculative. This record is not convincing that the': 

eoostrcc~ion costs of Hornitos will necessarily be lower than those 

of Pacific since judgment estimates of cost' by Hornitos appear to 

be based only on relative distances without considering differences. 

in labor and material unit costs. 

Considering the number of telephone services, previous ly 

discussed> in or near the Lake Don Pedro development; that of the 

8:0173 lots in the development about 5,000 are in the Waterford' 

Exchange, 571 lots are in the Hornitos Exchange, 2,315· lot,S are in 

the unf:tled territory and the remaincler are in ne1ghbcr!:lg Pacific 

exchanges;. that the Lake Don. Pedro area has little- immed18te demand·' 

for telephone service; that a m!1l;imum. of plant 1spresently ins.tailed , 

in the Lake Don Pedro area; that future development will surely 

cause cross-boundary calling problems 'Which will be more costly and' 
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difficult to solve than those now, it appears that this matter can 

reasonably be resolved by requiring that the Lake Don Pedr~ develop

ment be served by only one telephone utility. 

Although the Order of Suspension and' Investigation in this 

proceeding. provided that any and: all exchange boundaries could be' 

realigned, none of the parties suggested that the future cross

boundary problem could be resolved at this time by a transfer of 

undeveloped exchange area with a minimum impact on the parties' and 

with m.aximtIm. benefit to future subscribers. However, this record 

includes sufficient testimony and exhibits depicting the territory 
, . 

and the exchange boundaries 80 as to enab-le the' Comm:r.ssion to make 

its own deter:o:Lnation of exchange areas which. will' best se~e the 

public inter~t. 

We' find. that: 

1. Pacific has the financial resources to provide' telephone '.' 

service to all of the development by the Boise C3.scad'e Corporation 

in the ""'ieinity of Lake Don Pedro. 

2. A community of interest exists between all portions of 

the Boise Cascade Lake Don Pedro development. 

3. The Boise Cascade Corporation proposes to' s't!'~divide its 

proper:ies in the vicinity of Lake Don Pedro into abo~t 8,173 lots, 

about 5,COO of whi.:h are in Pacific's vl:lterford E::cb.3nge, 2:315. of 

which are in' the disputed 'c.nfiled terrj.~ory, 571 of which ~=e in' 

the Hornitos Exchange, and the remaining, lotsa.re in P.,;cifie' s 

neighboring Keystone, Coulterville, or Moccasin, exchanges. 

4. A future cross-boundary telephone eall~g problem will' 

result from. the Lake Don Pedro development in the. present Waterford 

and Hornitos exchanges and.in the disputed unffled territory * 
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5. Provision of inter-company cross-boundary calling in the 

!.ake Don Pedro area by toll service, orbyextendect area service· 

between districts of the Waterford and Hornitos excbs%lges will 

increase utility plant and operation costs and will increase 

subscriber charges more than service of all subscribers .tn the Lake 

Don Pedro development by a single telephone utility. 

6. It is reasonable to require' Pacifie . and Hornitos to 

modify their exchange bounda~ to eliminate future inter--eompany. 

cross-boundary calling in the Lake Don Pedro area. 

7. It is reasonable: that Pacific should be permitted to 

serve all telephone subscribers in the Boise cascade' development 

in the Lake Don Pedro area. 

8. It is reasonable to require Pacific to'· establish a new 

district and toll rate center at its Waterford Exchange which 

encompasses all of the Boise Cascade development iri the· Lake Don 

Pedro area. 

We conclude that the tariffs herein being considered 

should be permanently suspended and that Pacific and Hornitos. 

should be required to revise their exchange boundaries as' hereafter 
, .' 

, .. 
ordered. 

ORDER 
--~--

IT IS ORDERED that: 

l~ the following tariff sheets of The Pacifie Telephone and' 

Telegraph Company. filed on April 14, 1970,.· by Advice Letter 

No. 1017S are hereby permanently suspended:, 

SCHEDULE CAL.P.U.C. No .. 37-T 

l764th Revised Sheet 1 

2S7th Revised Sheet l-C 
6th Revised Sheet 394. 

. .... 
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2. The following ·tarlff sheets of the Hornitos. Telephone 

Company, filed on March 30 ~ 1970, by Advice Letter No. 20 are hereby 

permanently sus.pended: Cal.P'.U.C. Sheet Nos. l61-T:~ 162-T, 163-T' 

and 164-T. 

. 3 ... -On or' ·:before June '1, 1971, the Pacific Telephone and 
. . 

Telegraph Company shall file revised tariff sheets which' establish 

a d:Lstrict area, with a toll rate center J in its' Waterford Exchange 

whiCh encompasses all of the Boise Cascade Corporation development 

in the Lake Don~Pedro, area shown on Exhibit No. 5 herein~ including 
. 

that presently in-unassigned territory ,as well 8S that in the 

Hornitos Exchange, and which conform the boundaries of Pacific's 

Keystone ,,:Moc:casin and Coulterville exchanges to those of the 

district ~hereby ordered • 

. 4./- Concurrently with the revision by the Pacific Telephone 

and 'Telegraph Company of the boundary of the, Waterford Exchange 

as heretofore ordered, Hornitos Telephone Company shall file revised 

tariff sheets which eliminate from. its Hornitos Exchange any of the . 

Boise Cascade Corporation development in the Lake Don Pedro area 

shown on Exhibit No. 5 herein. 

The effective date of this order shall be twenty days 

after the date hereof. 
~,. 

Dated at ------------------
day of __ ...;.f'..;::E~gR~U;:.:;AU,l,R""_Y ___ ~ 1971. 

commissioners ' 
CODlD1as1onep Davi.d '·W~, Holmes: ' .. ' 


