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OPINION

An examiner's Proposed Report was filed June 26, 1975
in this metter and duly served oo the parties. The staff,
complainants, The Pacific Telephone and Telegraph Company (Pacific),
General Telephone Company of Califormia (General), and Martin Marietta
filed exceptions to the Proposed Report on July 16, 1975. Replies
to the exceptions were filed by General on July 28 and by '
complainants and Pacific om July 31, 1975. :

The Commission finds merit in a number of the exceptions,
particularly those raised by the staff, and rejects the Proposed
Report in substantial part. ,

In issuing an opinion under such circumstances tbe
Commission may either attach the Proposed Report to its own
opinion, in which it identifies the unadopted portion and sets
forth only its modifications or the Commission may issue |
a revised opinion. In this case, considering the 1Ol-page length
of the Proposed Report, as well as the extensiveness of the '
modifications, we issue a revised opinion incorporating much of
the Proposed Report, believing this method will provide a shorter \
and more cogent opinion. :
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Eistory of Proceeding . , . | o

June 1, 1972. General Telephone Company of California
(General) filed, by Advice Lettex No. 2765, tariff sheets covering
the offering by General of one-way tone slgnallng sexvice in the
Los Angeles Extended Area (LAEA). |

June 2, 1972, The Pacific Telephone and Telegraph Company
(Paczfxc) filed, by Advice Letter No. 10834, tariff sheets covering
the offering by Pacific of one-way tone signaling service in the Los
Angeles Extended Area.
: June 26, 1972. A complaint. (Case No. 9395)uwasifiled by
~Allied Telephone Companies Association (Allied), American Mobile
Radio, Inc. (American), Industrial Communications Systems, Inc. (ICcs),
Intrastate Radiotelephone, Inc. of Los Angeles (Intrastate), Mobil-
fone, Inc. (Mobilfonme), and R. L. Mohr dba RadioCall Corporotion
(RadioCz2ll). The complaint alleged that Paciffc and General lack
authority to provide the services and that the proposed rates were
anticompetitive. An amended complaint was filed on June 28, 1972
with Allied, American, and RadioCall withdrawing their names from
the complaint, and Radio Page Cocm nications, Ime. (Rad;o‘“age)‘
joining the complaint. The complainants are radiotelephone utilities’
(RTUs) engaged in the business of providing personal signaling
service comparable to that proposed to be provided bv Pacific and
Gene'al in the Los Angeles Extended Area.
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June 27, 1972. The Commission suspended operation and
effectiveness of Pacific's tariff sheets wntil October 28, 1972,
pending an investigation to determine the reasomableness and
lawfulness of the tariff sheets (Case No. 9396). A similar order
suspended General's teriff sheets for the same time period (Case
No. 9397).

August 9 and 16L..972. By notices of b.earing, the
Cormission consolidated Cuases Nos. 9395, 9396, and 9357.

September 19, 1972. A prehearing conference was held at
San Frencisco before Examiner Parke L. Boneysteele.

October 6. 1972. Pacific filed & cowplaint against ICS,
Intrastate, Mobilfone, and Radio Page, Case No. 8450, requesting a
cease and desist order and that the matter ‘be consolidated for
hearing with Cases Nes. 9395, 9396, and 9397.

October 10, 1972. Gemeral ‘£11 ed a "Pet:t.tion to Issue
Ozdex Instituting Investigatior."

Cetober 11, 1972, The Commission, by Decisiom No. 80608

ic Case No. 9450, denied Pacific's xequest Zor a cease and desist
oxcer.

‘ October 17, 1972, The Commission issued Decisioa No. 80623
in Case.., Nos. 9395, 9396, and 9397 extending the suspension of the

iff sheets of Pacific and Gemeral an add:.tional six monr:hs beyond
October 28, 1972. ~

Cctober 27, 1972, 1font Commmicarions (Chalfont),
£lled a "Petition by Chelfort Commmicatfozs for Leave to Intervene
and fow Broadening of the Issues''.

Novemoer 8, 1872. Gemexzl £iled an "Opposition of General
Telephone Coxpany of Californla to Petition by Chalfont Coomunica-
tions for Leave to Interveme arnd for Broadeaing of the Issues;

Moticr to Demy Imtroduction of Proposed Testimony of Chalfon"" o
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November 10, 13, 14, 15, 16, 27, and 30, 1972. Bearings
were held at Los Angeles before Examiner Boneysteele. On
November 10, Examiner Bomeysteele denied Gemexral's petition :E:tlcd
on October 10, and Mr. Chalfont's petition f£iled on October 27.

MZ. Chalfoat 1s 2 party under Rule 54 and need not :Lnt:ervenc.

December 1, 1972. Eearing was held at Los Angeles before :
Exaciner Boneysteele. ‘ ‘ ‘

April 24, 1973. By Decision No. 81312, the CommiSs:[oh
permenently suspended the proposed tariff schedules being investigated
In Cases Nos. 9396 and 9397, noting a stipulation, filed March 29,
1973, between complainants end deferndants in Case No. 9395 that all
of the record in those terminated cases "should apply to and become
2 part of my and all proceedings respecting such refiled tariffs’..

May 1, 1973. Pacific and Genersl refiled sim::.lar tariffs,
which were suspended, with pew Orders of Stspersion and Inves.igaticn
assigned Cases Nos. 9551 and 9552, respectivel |

June 14 and 15, 1973. EHearirgs wexre held in Los Angeles
before Examizer John R. Gillanders. <

June 20, 21, and 22, 1973 and July 16, 17, and 18, 1673.
Eearings were heid in Sam Frameicco. | |

July 24, 1973. The Commission, im Decisioa No. 81627,
extended the periods of suspension of the taxriffs being :!.nvest...gated
in Cases Nos. 9551 and 9552 to March 3, 1974.

September 28, 1973, Pacific filed a "Petition to Modify
Oxder of Suspensfoa’,

November 23, 1973. Complalinants filed e Coczpla.‘.‘.nan"s

Reply to Pacific's Petition to Modify Order of Susz:&nsion Combined
with Memorandum of Points and Author:.ties"
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November 23, 1973, Chalfont Communicatisns filed an
"Opposition by Cbalfont to Pacific Company's Petition to Modify
Oxder of Suspension'.

November 26, 1973, Examiner- Gillanders announced that

Case No. 9450 bhad been consoli.da:ed with Cases Nos. 9395, 9551, and
9552,

November 26 amd 27. 1973 and Deaember 3 and 10, 1973.
Hearings were. held in Sea Frenedsco.
December 14, 1873. Peelfic filed a "Petit:t.cn for a Proposed.

Report'”.

December 17 and 18, 1973. Hearings were held in Los Angeles.

December 20, 1973. Complainants filed a "Reply to Petition
for a Proposed Report” agreeing to support Pacific's request omn
condition the parties be glven 45 days after notice of malling of the
Reportez's Transeript of the last day of hearfng to submit comcurrent
opening briefs and ten days for reply briefs prior to the preparation
by tke Examiner of the Proposed Report.

Javuary 7, 1974, Hearing was held in Sax Francisco .and
the watters were submitted with the understandirg that concurrent
opening brlefs would be due 45 days after motice of wailing of tke
last ‘volume of the -Reporter's Tvanseript witk 10 days thereaf&.r
for reply briefs.

Moy 33, 1974. Opening briefs wexze £iled.

Mey 23. 1974. Reply briefs were filed.

Maxch 25, 1975. Attormeys for Pacific, Gemeral, end
complainants filed a "Waiver of Proposed Report'.

Mexch 31, 1975. The staff attormey, by letter, comcurred
with the parties' waiver. ‘

April &4, 1975. By letter, Philips B. Patton recmest:ed
that the Commission strike his signature from the waiver and that such

action indicate that the complainants do not Join ?ac:t.fic and
General An the waiver.
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_\ April 7; 1§75. By letter, Warren A. Palmer became ‘manéging .
counsel for complainants and renewed thelr request for a Proposed
Report. | '

June 26, 1975. Examiner f£iled his Proposed Report.

July 16, 1975. Staff, complainants, Pacific, Gemeral, and
Maxtin Marietta each filed exceptions to the Proposed Report.

July 28, 1975. General filed replies to exceptions to the
Provosed Report. - | » -

July 31, 1975. Complainants and Pacific filed their
replies to exceptions to the Proposed Report. -
Contents of the Recofd :

Tke record of these matters, defined as those materials
which may be cited in briefs, consists of a Reporter's Tramseript
containing 2,187 pages in 23 voiumes, plus a 27-page volume covering
the prenearing comference, Exhibits 1 through 123, and the following
additional materials: |

(@) Official Notice has been taken of the
Form M Reports filed by Pacific and
General with the Commission and Form L
Reports filed by all Califormia radio=~
telephone utilities with the Coxmission.

0fficial Notice has been taken of all
the tariffs of all the Califormia RIUs.

Notice has been taken of every document
filed or distributed In this proceeding,
including correspondence, if served on

the parties and received by the Commissiom.

The Parties

The complainants in Case No. 9395 are: Industrial
Commumications Systems, Inc.; Intrastate Rediotelephone, Imc. of
Los Angeles; Mobilfone, Inc.; and Radio Page Commmications, Inc.

The complainants are radiotelephone utilities (RTUs) engaged
amorg other activities, in the business of providing ‘persoﬁai., -
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signaling sexvice in the I.AEA.l'-/ Since early January 1969, ICS bas
offered and furnished persomel signaling service in the LAEA
parsuamt to tariffs on file with this Commission. As of May 31, 1973,
ICS bad 584 guard band high speed peging umits in operation. The
tariff rate for the paging service offered by ICS is $10 per month
and the teriff rate for receiver remtal is elso $10 per month.
Mobilfone, according to the testimonmy of its pres:!.‘dent,
Rotert C. Crabb, is the larges:: single revenue producing RIU in the
United States. Mobilfone's predecessor company first commenced =
providing signaling service in the LAEA in 1954. These sigraling
services were nonselective in tkat all radio recelvers were
activated by the radio signal. The customer could deternive £rom
the nature of the signal 1f it was intended to alert hism. In 1967,
\(obi...foue Instituted a selective signaling service which insured '
that the radio signal activeted only the desired customer's radio
recelver, a sexvice similar to Pacific's proposed ope-way tome
signaling sexvice. At the end of 1972, Mobilfome bad in service
3,439 paging ucits in the LAEA. The tariff rates are $20 per month
for the paging service and receiver remtal. However, the customer
who owns his own recelfver may stbscribe to the oaging service only fox
$8 pexr month, - |
Intrastate instituted ome-way personal paging :I.n the LAEA
in November 1967. At the end of 1972, Intrestate bad 1,434 paging
subscribers. The tariff rates for Intrastate’s rzdio paging service
aze $8 per month for the cervice and $12 per month for the receiver
Trental. A subscriber may own his own receiver and pay OnlY the $8
per month service charge. ' o

1/ The Los Angeles Extended Area is gepexally defined as a group
of. Pacific and General telephome exchanges in Los Angeles
County situated below the San C-‘abriel Momtains

.o

-
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Radio Page has been a radiotelepbome utility in the
Southern California ares for eight years. Radio Page first began
one~way paging services In 1964. In June 1972 Radio Page
Instituted high speed service. Radfo Page's teriff rates for service
are $10 per month for the paging service and $10 per month for the
recelver rental. A subscriber may own bis own receiver and pay only
the $10 per month service charge. R o

The defendents in Case No. 9395, Pacific and Genmeral, are |
wireline common carrfers. Pacific and Genmeral have.loag provided
public utility commumications services, including two-way mobile
radio service, in the LAEA. »
Statement of Issues {n Cases Nos. 9395, 9715, and 9716

- At the prebearing conference held on September 19, 1972,

Statements of the broad issues for Cases Nos. 9395, 9396 (9716), and
9397 (9715) were established, as follows:
‘ Issue No. 1

ﬁ the parties authorized ign provide gg;esent
Proposed persopal signaling or paging
sexvice subject only to tariffs being accepted

for filing and being permitted to go into
effect?

Issue No. 2

Would it be in the public interest to permit
the proposed tariffs filed by Pacific and
Geveral to become effective, public interest
belng deemed to include but not limited to
relevant consideration of alleged anti-
coupetitive lmpact ofsuch action?




C. 9395 et gl. lte *

The issues ra:'.sed in Case No. 9450 by complainant Pacific,
iz wkick the Case No. 9395 complainants zsre defendants, are (1) whethex
the complainants in Case No. 9395 have authority to offer paging
sexvice in the LAEA, (2) whether the Commission should order the
complainants to cease and desist from utilizing the so-called

"guardband frequencies" to provide paging service in the LAEA,
pending final resolution of the matters at issuve in these consclidated
cases, and (3) whether RIU complairants' rates, terms, and condic:!’.ons
for such’service are just and reasomsble. '

Issue (2) of Case No. 9450 was disposed of by the Commis-
sion in its Decision No. 80608 issued October 11, 1972 wken the
Commission denied Pacific's request for a cease and desist order
regarding use of guard band frequencies. That :’.ssue, therefore needs
no further comsideration or discussion.

We will discuss the issues ralsed In Case No. 9450 first

because In our discussion we will point out some of the history of
our regulation of RIU's whick should be helpful in understanding '

ke Issues iIn Cases Nos. 9395 et al. '
Case No. 9450

The burden of proof in this mztter was placed on Pacif:.c
as Pacific alleged that the existing and effective tariffs of the
four RIU complainants are not just and reasonsble. | ,

According to Pacific, the evidence in this proceeding on
the issues raised in Case No. 9450 compels Comaission action.
Pacific's complaint challenges the rates, terms, and conditions of
RIU service in the LAEA. It questions the failure of the Coamission
to consider the chamge in operating conditions between prior serving
arrangesents and those proposed to be offered. It questions tte use
of this Commission's process to demy Pacific access to the LAEA
paging market.and thereby raises the issue of defendants' Impzoper
and anticompetitive conduct. In addition, Pacific cl aims that the
ev:{.dence ia’ th..s proceeding shows, and upan such evidence the

z .-\\ ",'

~10-
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Comnission can find, that defendants’ RTUsmust begin to conform to
the same regulatory principles which are applied to o:her t:eiephone
cerporations in California. The fzilure to apply reasomsble and
equal standards to all telephome corporatioas in Califomia?-/ cen be
nothing less than ar unlawfrl discrimination, esPecially, as in this
case, when the varying standards arc applied to telephome corporations
who axre competitors betwcen themselves {Northern California Power
Agency « Public Util. Com. {1971) 5 Cel 2d 370). “ _

Defendants answered Pzcific's allegations and made a
motion to dismiss. 'Alterratively, defendants requested an OII Into
the rates, terms, and conditions of service of all RIU's in California
or all RIU's in Los 4ngeles County and such CII be consolidated with
Case No. 9450. A further alternative proposed was a request by -
defendants that Case No. 9450 be consolidated with Case No. 9395.

The Commission chose comsolidation.

According to Pacific, the evidence of rate parallelism
axong the "'competing" RIUs in the LAEA demopstrates the need for -
Commission xreview. , ‘ _ |

The RIU complainants in Case No. 9395, who are defendants in
Case No. 9450 were required to present resu_ *s of operations
studies. 2/ Pacific claims thzt it Is clear from the studZes presented
by the RIUs involved thet tie Tates currently being offered in the
LAEA are wholly wmrelated to the costs of such service.

2/ Tris has not e.;.ways been Pecific's pocition. In Application
No. 52649, W. Brothers dba Lake Takhoe Msrire Telephone Co.
Pacific 0ppos eppLication solely on the grounds t
Mz. Brotkers was ask:.ng for the same scttlement treatment
as Iindependent wire lizme cerriers received froo Pacific.

3/ By the examiner at the request of complzfnent Pacific.
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Pacific argues that the "follow the leadex' rates of the
RI0s in the Los Angeles area cammot by any stretch of the iﬁagination
be regaxded as a proper standard by which to judge the proposed rates
of Pacific which are based on cost. The record according to Paci.fic
urges that an iavestigation be Lssued into the rates, terms, aund
conditions of the service by the LAFA RIUs to determine the appropriate
costs and rate levels for each of the utilities involved. '

According to Pacific, the LAEA RTUs have and continue to
use sSeparate corporate emtities to escape regulation and divert
appropriate regulatoxy attention from the total utility enterprise.

Pacific claims that each of the complainants in Case
No. 9395 (defendants {mn Case No. 9450) have separate nom:egulaced
opexating subsidisries which offer to the public utility with whizh
it is assoclated various services In the completion of its public
utility obligation. Pacific claims that none of these operating
subsidiaries has ever been fully investigated by this Commission nor
bave the RIUs involved provided adequate Information to this Commis- |
sion either in this proceeding or elsewhere to permit us to rule on
the appropriateness of the affiliation.

In light of the "adjustments' made by the RIUs in the
preparation and discussion of the results of operations of their
various enterprises, it is not difficult,according to Pacific, to
uderstand bow the RIUs can persist year after year ostersibly losing
woney In the provision of public utility service while paying
substantial salaxries to its officers and employees.
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Beyond the lack of information providedito'tbe‘Commission,
Pacific claims that the public must endure at the very least &
deception by the use of the various corporate emtities, and quite
possibly is being subjected to improper serving arrangements by way
of pseudo common carriers?’ and service resale operations, which are
encouraged and condoned by the attitude of the RIUs and by regulatory
inaction in this industry.

Pacific claims that the record is replete with indzcations
that the public in Los Angeles is being deceived by this industry.
For example, Beep Alert, ostensibly a fictitious name and Bpsiness
logo, was repeatedly confused by the public witnesses in this case
as an operating service in the Los Angeles area. A similar situation
exists with respect to Answer Page and Radio Page.

According to Pacific, public witnesses were repeatedly
surprised that the organizations that provided them service in the
LAEA were regulated public utilities; if by reason of corporate form,
operating practices, or by reduced levels of regulatory attention;
an RIU is permitted to operate in the circumstances which encourage
public misunderstanding ox deception, remewed regulatory attention
is indicated.

In terms of the quantum of proof required of Pacific in
these proceedings in order to justify the rate levels prOposed » an
extensive 23-day proceeding was required. These proceedings were
generated, according to Pacific, by a complaint which in essence
stated that Pacific was attempting to offer a service in the LAEA at
a rate level that was not in conformance with the rate levels that
complainants as a group deemed proper. In terms of regulatory
equities, it must be pointed out, according to Pacific, tbhat the
record in these proceedings show that not one shred of evidence is
on a public record which would support the rate levels currently in

4/ Pseudo or Quasi Common Carrier, an uncertificated radio telephone
operation, which provides services to some segment of the p lic
in a manner similar to that of a certificated RIU. '
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existence for ome-way signaling service by the RIUs involQed iﬁ the
LAEA. Not omly is there an opportunity for abuse in a situation N
such as this, but, claims Pacific, it is clear that that opportunity '
has been exercised.

Where, asks Pacific, is the public interest being served
when the complainant RIUs can deprive the public of the use. of
- varluable radio spectrum allocated to wire line carriers specifxcally.
. for the provision of one-way signaling service? Where, asks Pacific,
is the public iunterest being served by an almost hopelessfmumboajuﬁbo.
of RIU corporate organizations that wheel and deal, act, react, an&;
interact, sometimes within and sometimes without the regulatory
' enviroumentél; so as to lead to the absurd result that apparently
thriving industries are purported to be losers before the Public
Utilities Commission of the State of California? Pacific alleges
that the defendants are abusing this Commission’s process in an
unlawful attempt to preclude competition from other radiotelephone
utilities and wire line carriers. Pacific'also alleges that the
public is being misled and deprived of needed communications sexvices
in the LAEA. The public witness testimony in this case reveals,
according to Pacific, that the public (1) is receiving minimal
information on the extent of public utility service in the area of
oune-way tone signaling, or (2) is not being informed of the public
utility nature of such service, or (3) is being confused by the
conglomeration substructure organizations devised by the RIUs, or
(4) 1is being subjected to pseudo common carrier services by the
absence of a responsible attitude on the part of the RIUs, or (5) is
being denied an effective choice between wire line and nonwire lipe
services as envisioned by the FCC in its guard band decisioms, or
(6) is being subjected to our charges which increase the effective
and actual rates being charged for public utilities services, or

"S5/ In some instances according to Pacific the revenues from the
regulated and unregulated sources are so confused and -
comningled that it is impossible to determine true financial
position.

-14-
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(7) is being denled the beneficial effects of competition in this
area by the parallelism in the rate structures of the defendant RIUs
and by said defendants' action to preclude the effectiveness and
operation of Pacific'’s rates and system.in‘ﬁbe LAEA, or (8) is being
denied the quality of service that is expected and which it would get
from Pacific's system.

Pacific thexefore joined in defendants’ alternative request
for an oxder of investigation into the rates, terms, and conditioms
of RTU sexvice and urged this Commission to take evidence sufficient
to evaluate the source of defendants' rates, charges, and revenues,
the nature and effect of affiliated relationships, the operations;
combinations, and- interlocking agreements which bind the "competitors"
in proceedings such as Case No. 9395 and the antitrust caseé/ now on
appeal; and the curiously uniform rate levels they provide to the;
public.

According to Pacific, the antitrust/anticompetitive issues
raised by the complaint and evidence in Case No. 9450 st be
- considered by the Commission.

As the Supreme Court pointed out in Northern California
Power Agency v Pub. Util. Com. (1971) 5 Cal 3d 370, the effect of.
utility rates on competition is a propef and-necessary_factdr which
the Commission must consider in weighing the public interest. The
current rate levels of the LAEA RIUs have been urged by those RIUs
as the appropriate standard by which the proposed rates of Pacific
should be judged. Having urged that standard, a record has been
developed which, according to Pacific, clearly indicates that RIU
rates are unrelated to the costs of the service curreantly being
provided in the LAEA. On the contrary, Pacific's c¢laims its proposed
rate is fully supported in this record by the appropriate costs and
is the only cost supported one-way signaling tone in the LAEA. -

6/ On October 4, 1974, the United States Court of Appeals for the
Ninth Circuit rendered its Opinion No. 73-1032 in Industrial -
Communications Systems, Inc. and Intrastate Radio Telephone, Inc.

' of Los Angeles, Plaintifis-Appellants vs Pacific lelephone &
Telegraph CEmpany and Generag Telephone Company Of Calitornia,
Detendants-Appellees reversing and remancing with Instructions
to the dlstrgct court to stay the case pending the outcome
of the proceedings. (Case 9395 et al.)

~15-




In Fischer Berkeley Corp. v P.T.&T. Co. (1968) 68 CPUC
649, the Commission recognized that the rates applicable to competi-
tive sexvices must cover their costs. ' Pacific claims that defendant
RIUs bave adwitted their rates are mot based on cost and yet are
not reluctant to use the Comnission's process to delay or prevent
effective competition in the LAEA, thus Northern California Power
requires in this instance that the Commission evaluate the evidence
before it and institute ap investigation.

Pacific argues that administrative procedure is iIntentiomally
flexible and not bound by formal procedure. In that regaxrd, the
Commission should not and camnot be artificially limited to narrow
construction of the issues placed before it. Rathex, as evidence
is received, the Commission should review (and in the case of
antitrust must review) such evidence and make the approbmte‘ detex~
mivations thexeon. In this case, Pacific claims that the evidence
compels attention to the practices of the RIUs in the LAFA in
derogation of the public interest normally respected by a public "
utility.

Gemeral submits that the issue of reasonableness of rat:'es
is strictly a factual ome and tke record cert:a:f.nly contains su.fficient:
facts to correctly decide this issue.

According to defendants their rates and conditions of
sexvice are prima facie just and reasonable, and no contrary show:{.ng
has been made,

Pacific, according to defendant, havi.ng alleged that the
Tates and conditioms of service of the RTU complainants in Case

No. 9395 were wnjust and unreasomble ‘bad -the burden to p"ove this
allegation. o
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Apcording to coumsel for complainants they sea:ched the
recoxd for amy detailing by Pacific of facts, factors, reasons ox
arguments to support the bare allegation of paragraph VI of its ,
complaint to the effect that "defemdants' rates, texms, and conditions
for such service are not just and reasonmable''. None appears.
Complainants claim they camnot respond in any detall to completely
vague and wnsubstantiated conclusionary allegations.

Accoxrding to defendants all of theilr xates, terms, and
conditions for sexrvice are contained within duly filed and effective
tariffs of which officfal motice has been taken in this proceeding.
Lacking any proof being submitted to the contrary, it is a proper
legal presumption that tariffs filed and accepted by the Commission
are just and reasonable, otherwise the Commission would have been
ovligated to suspend and investigate any tariffs filed which were
not prima facie just and reasonable.

Defendants submit that this Issuve must be,decided N
favorably to Industrial, Intrastate, Mobilfome, and Radio Page due
to a complete fallure of proof on the part of Pacific.

Accoxrding to the staff, the briefs of Pacific aud the RIUs
discuss in some detail the rates of the RIUs. Apparently, Pacific
still desires the Commission to institute an investigation ifnto the
reasonableness of the RIU rates if it determines that Pacific's ‘
proposed rates are wnreasonably low. -

The staff states that all of the RIUs' tariffs were subjecc
to at least staff review, 1f not review in formal proceedtnga. This
record establishes that the RIUs are at least attaining a reasonably
sound finaneial position. Perhaps, if the market growth exceeds the
estimates of staff witness Popence, it‘will,be‘necessary1toaconsider
reducing RIU rates in the futuxe. The staff states that this recoxd,
however, will not support a reduction,. particularly in light of
today's inflationary spiral. In the opinion of the staff, its 1imited

resovrces would be better spent in.areas,other than an investigation
of RIU tariff rates. | ‘

-17-
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Discussion - o
On December 17, 1968 this Commission filed Case No. 8880,
an investigation on its own motion into the operatioms, practices,
rules, regulations, classtfications, services, contracts, and |
procedures of all radiotelephome utilities and other individuals and
eatities furnishing intrawtate public utility telepbone service by
radio. h

The results of the investigation were so clearly and
succinctly set out by the’ presidlng examiner that the report is
reproduced below:

"PROPOSED REPORT OF EXAMINER F. EVERETT EMERSON
""OPINION

"An investigatiom into the operations, practices, services
and related matters of entities furnishing intrastate public utilicy
telephone service by radio was instituted on the Commission's own
wotion by oxder dated December 17, 1968. The order was served upon
each radiotelephone utility and every land-line telephone company
operating in California. By such investigation practically every
facet of the radiotelephone industry in this State would receive the
close attention of the Commission. The order of investigation, in
setting forth the purposes, enumerated nine areas of inquiry.

"Scme 18 months have passed since this matter was instituted.
It is now appropriate to review its gemesis, its progress, its present
status and its future course. To do such, the Commission has autho-
rized the issuance of this proposed report by the Examiner.

"Although the radiotelephone business has existed in Cali-
fornia since shortly after World War II, the Commission's attention
was directed, on a formal basis, to the segment here under considera-
tion in 1961l. By a decision in that year (Decision No. 62156 in
Case No. 6945; 58 CPUC 756), this Commission determined that 'Miscel-
laneous Common Carriers', as defined by the Federal Communicationms
Commission (FCC), were telephone corporations within the meaning of
Section 234 of the California Public Utilities Code and thus were
subject to regulation by this Commission. They were then designated
and bave since been known in this State as Radiotelephone Utilities

=18~
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companies). The RIU industry in California mow commonly calls th:.s '
the 'Grandfather Decision'. In order to assign an area of service
to each RIU, the Commission adopted the FCC standards then in effect
regarding coverage area (37 dou for two-way and L3 -dbu for one-way
sigraling). RIU's then serving areas greater than these sta.ndards
were not restricted to those defined by the adopted signal—strength
contours, however. All RTU's were required to file rates.

"The radiotelephone utility business grew rapidi'y and in
the next several years RIU's were before the Commission on rumerous
occasions; some for new certificates, some with complaints against
the land-line telephone companies, some with complaints against each
other and some for rate increases. In a far too large number of
instances, inept presentations made the regulatory "process difficult
and unnecessarily costly, both for the regulated and the regulator.
Decisions on matters of first instance (so-called 'landmark’ .
decislons) were both misunderstood and misconstrued. As in any young,
dynamic.and rapidly developing Industry the RIU field was beset with
problems. It was also beset with internal rivalries and bickerings.
When RTIU's were not challenging each other or non-regulated operators
their target was either regulation in general or this Commission in _
particular. Recalcitrant response to Commission inquiries and direc—
tives seemingly became the rule rather than the exception. Certain
industry spokesmen and their counsel publicly castigated the Commis-
sion, its Examiners, its staff and its decisions. In short, those
who did not wish to understand, did not understand. Some seemed
well content with confusion and tried to profit from it. Others,
however, seeing some of the advantages of regulation as well as its
disadvantages, privately urged that, for the industry's own best‘

"L/*dou’, as here used, is a measure of the signal strength at-
the radio receiver. :
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interests, the Commissiorn should investigate the operations and ‘
practices of the entire industry and should set guidelines for its
Dvture conduct. o

"The industry uses a jargon which in some instahces is -
difficult for the uninitiated to understand and a pumber of RTU
operators felt that they were unable to ‘get through' to the Commi s—
sion because the Cormission lacked understanding of their technical.
as well as their operational terms. Those who held this view urged.
that an investigation would provide a means for overcoming this lack
of understanding by' developing a mutually acceptable glossary‘ et
tems.

. "Many RIU's, if indeed not all, face competition from non-
regulated radiotelephone and signaling services ae well as from the -
land-line telephone companies and other neighboring RIU's. ‘According
%0 tae RITU's, FCC rules and the licensing thereunder foster this.
competition and seem to be more concerned with problems of radio—
frequency assignment and mitigation of interference between the
- various services than with the adequacy, ecomomic. stability, con~
tinuity or public necessity of public utility radiotelephone service.
The RIU's have generally claimed that private radio systems, which
they term pseudo common carriers, are inm fact public utilities and
that they too should fall within the regulatory :Jur:i.sdictlon of this
Commission so that destructive competition with possible at.tendant
deterioration of service to the public may be avoided. Those who
- hold this view urged investigation om a statewlde basis rather than
on & more costly case-by-case basis, as a means of affording pro—-
tection to the exdsting utility industry a.nd oi‘ assu:ﬁ.ng an adequate ‘
service to the public. :
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"Radio by its very nature knows no pz-ecise boundar:.es. _
Uniike other utility services such as gas or water where the dis-
tridbution or service area may be defired or contained within limits’
Set by physical properties, the service area of a radio utility can
and often does overlap that of amother utility. In- many instances
- the service area of one utility, where defined by a signal—scrength
contour, may overlap several other utilities' similarly defined
areas. The San Francisco bay area and the great ter Los Angeles. area
are prime examples. Uhile uncertaintics respectin.g the responsibili-
ties as well as the rights of utilities within service areas may be
settled through litigation on a case-by-case basis, an industxy—wa.de
investigation might develop a better cr:.terion than the signal- .
strength contour concept. Thus, it was urged that such be underca.ken.

"The staff of the Commission urged that an industry-f-wa.&e
investigation be undertaken because of ail of the above-recited
circumstances and in addition desired a means by whick such matters
as accounting, financing, rates, tariff provisions, filings amd
utility regulations concerning customer relations might be uniformly
understood and applied throughout the industry.

"With all of the foregoing in mind, the Commission inst;tuted
this investigation. The investigation has a two-fold purpose; that
of more fuliy informing the Commission and of reaching lawful and
reavonable solutions to some of the problens aggravat :'.ng the indnstry.
I‘F; is 2ot for the purpose, as one RIU owner expressed it, of t*y:.ng
10 £ind out what else the Commn.ssion wants to regulate'’.  Nor shovld
it in any way be. looked upon as a step in the direction oi' mal...ng uhe
Commission a patermalistic despot for tho RTU industry.
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"As a matter of procedural convenience, the nine leng:ch:.ly-
spocified areas of inquiry set forth in the oxrder of investigation
were gmuped. into three phases which, briefly restated, are as
follows ‘

"Phase I. Radiot elepho:ze Serv' ces and Jurisdiction

3. Nature of utilzty services-_
b. Nature of privaté services.
c. XNature of maritime services.

d. Extent of areas served, overlapping,
competition.

e. Nature and extent of wutility azd
custoper~{urnished equipment.

f. Regulatory jurisdictions (FCC, CPUC) .
Pertaining to the above.

g+ Requirements for certificates of
public convenience and necessity-

"Phase II. Accounting and Financing Matters
"Phase III. Rates and Tariffs
3. Results of Operations Aralyses.

b. Utilivy rules governing practices
and customer relations.

¢. Rate filings, form and content.
d. Service area maps and limits.

"At the outset, the staff emr:z.s:.oned thkat staf;-industry
committees would formmlate most of the _.ssues and subsequent pro~-
posals and much of the evidence respecting them. Suck an attempt
was made and staff-led committees were formed on an informal basis.
Because the RIU's necessarily had to carry on their own businesses,
the amount of time which could be devoted to committee work was not
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great. A few diligently applied themselves to the task; the greater
number gave minimal or no assistance. Upon being advised of this
situation, the Examiner called a prekearing conference: (held April 16,
1969 at San Franciseo) at which the parties were informed as to the
future general procedures and the staf:t‘ rejquested the assn.stance of
a comxmittee in the preparation of a general report which would in=-
‘¢luce de.,crn.ptions of service, definitions of terms oad other data,
and serve as a basic informational standard. The parties were
advised that after such report was completed and accepted, the staff
would itself have the burden of carrying the :.nvest:.gation forward
and % conclusion.
"The first two deys of public hearing were hech on Ju.ly 29
-and 30, 1969, at San Francisco. The above-mentioned general report
was identified as Exhibit No. 1 and was explained by two staff
wi'cnesses. The exhibit contains a brief history of the dev'elopment
of public usage of radiotelephone service, a description of the -
equipment used in mobile radio systems and their present capab:'.l:.-
<e¢s, a discussion of the licemsirg and other regulatory fumctions
of the FCC, a classification of mohile services {public and private) ‘
1th an explanation as o how they are operated, a d..oazssion of the
methods ty which radio equipment is provided to customers, znd £ Tour
appendices of tables, charts, maps and other useful ini‘oma‘:ion.
including a glossary. Iz a sense, this exhibit is 2 small textbook
on the radiotelephone industry in Califormia. It had been widely
distributed prior to the hearing. It produced both commendatory and
condemnatory reactions. It was a first attenipt; a generalized ,
exposition and not an all-inclusive treatment of the complex field
with which it was Cealing. Its introduction in evidence occasioned
lengtay and laborious cross-exsmination of minutia compowmnded by
confusing questioning on phraces taken out ¢f context. In fact, “the ~
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¢ross-exarination finally and frustratingly 'bogged down' because
of unanswerable questions. At this point, the Examiner appo:.nted a
specific staff-industry committee of seven persons for the explora-
tion of points of agreement and disagreement and a resolution of the
latter. The committee proceeded immediately to its work and because
of ivs diligence a new or supplementary report was soon produced.
"The third day of hearing was held on August 19, 1969, at
Los Angeles. At this hearing the staff made a number of changes in
Sxhibit No. 1 and introduced, ostensibly on behalf of the committee,
a document titled 'Corrections of Record by Committee and by Staff
o General Report on Mobile Radiotelephone Services' which was
received in evidence as Exhibit No. 4. This is a document of 48
Pages and includes a glossary of some 91 terms. In essence, it is
2 re-write of Exhibit No. 1. It contains certain corrections of
Exhibit No. 1 agreed to by the committee and certain corrections
initiated by the staff without committee concurrence. In certain
areas, material iz the exhibit was discussed in committee and left
for the staff to clarify and review. In other areas, there was no
agreement reached by the committee and in these the steff assumed
recponsidbility for the finel wording:. By testimony ot the time of
introduction of Exhibit No. .4 into evidence, the steff witness made
additional corrections or changes on 18 pages. Almost the entire
thinrd day of hearing was occupied with cross—examination on this.
documont. Once again, questioners were concernmed with such minutia
&s whethe: or not "rules and regulations’ should be capitalized.
Semantics, argument with the witness and unstpported statements of
alleged facts predominated. Sight was lost of the purpose. of the
exhidiv; that of placing a 'primer' or elementary testoook in-the
bands of the Commission. A practically complete lack of understa.nd—
ing as 'co either ;;ucb.cial or legislanve p-ocedures whereby opposingi -
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views are presented, was eviderced by spokesmehanQ‘by‘cértainlof
the counsel for the industry. When invited to call witmesses and
present evidence respecting areas of disagreemenv, ‘they rei‘used.
Thus, after the passage of ten months® time and after three days of
public hearing not even an agrecd-upon glossazy'of the terms used
by the RIU industry had been achieved. In looking_to the next day
of hearirg, the staff indicated that it weuld prepare a :‘eport: which
would be *the heart of this investigaﬁzi.on' and would co‘rer such items
as types of services rendered, the problem of rmltiple-licenmsed
repeater operations, cooperative operations and arrangements with
telephone answering services, utility status, the concept of dedica-
tion and the problems of lease-maintenance. Alvhough it was stated
that this report would be distributed in October, with hearing
thereon in early November, the staff report was not distrzbuted
until December 19, 1969.

"The fourth day of hearing was held on Japuary 5, 1970, at
San Francisco. Some two weeks prior thereto a staff report, t:.tled
*Second Report on Mobile Radiotelephone Services Regarding: Publ:x.c
Utility Functions of Radiotelephone Se*vmces' was widely-distribuxea.
It was identified as Exhibit No. & at the hearing. Its staff—sta ed
purpoces weres

&. To set forth a framework for appmach:.ng
the question of the utility status of
various types of radzotelephone sexrvices.

b. To bring to the Commission's attention
Pertinent reference material on thkis
subject.

To sugsest the facts which the Commission
should have available to it before con~-
sidering the utility status of a partlcular
rad.iotelephone op-erator.
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To recommend to the Commission those types
of radiotelephone operations which are of
a public utility nature and should be ‘
considered within the scope of this
Commission's jurisdiction.

"Serious and stremuous objections were quickly raised
respecting the receipt of this document in evidence. Questioning
of the staff witness by industry counsel established that the
docunent was virtvally barren of facts within the personal kmowledge
of the witness, that it contained a multiplicity of opinions, legal
conclusions, inaccurate paraphrases of FCC rules and the witness®
personal version of statutes and what the courts think about them.
Further, counsel asserted that the report treated of matters about
which the witness had neither the competéncy nor the qualii‘icatiob.s‘
for the rendering of expert opinion. The exnibit was admitted irto
evidence cver these cbjections. A careful perusal of the document
and the cross—examination of the witness, however, conmced the
Examiner of the merits of the original. obgections and, by reversal
of his earlier ruling, the exhibit was regected. Exhibit No. &,
therefore, 1s not in evidence. Thus, after the passage of 12 mom'.hs
and with four days of hearing, *the heart of this :.nvestn.gation' as
visualized by the staff, had not been reached.

"A moticn was made, goined in by several parties, that this.
investigation be terminated and that the many issues within it be
handled on an industry-wide committee basis. At the request of "
several counsel, a recess was taken for the purpose of holding a
mid-hearing conference with the Examiner. At such nid=hearing con—
ference, various counsel argued that the investigation was too broa.d,
mich too time consuming and far more costly to the industry than.__ aay
foreseceably desirable end result might warrant, that the industry
was feaxful that an incomplete or improper record would lead the
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Commission to false conclusions and thus to harmful regulation, that _
ir some respects the passage of time had remedied certain ills within
the industry and that in other respects imminently prospective advances
in the art and changes in FCC rule ma.ld.ng malce a number of aspects

of the investigation premature, that a truly factual base must be ;
developed before a Commission decision should be made on any issue,
that the staff has neither the intimate mowledge nor the manpower
necessary to develop such a base in depth, and that nazy RIU's are
struggling to maintain their financial existence and can not ai‘ford
further fruitless days of hearing from which they dare not stay away.
Or a return to the hearing and thus to the record, these arguments
were summarized for the benefit of all present (somewha‘o more than'

40 persons). TFurther or additional statements weme invited and were
made. One party desired to meke later written ccmment and was
instructed as to how to do so, but such has nos yet been received.

"Upon much serious reflection and review of the record,
including its exhivits, it is concluded that the motion to term:.nate
this inveetn.gatn.on should be granted.

"There is no doubt that many of the issues set forch in the
order of investigation are of importance to the industry and to this
Comrfcsion. A zumber of them can and should be resolved by earnest 4
staff-industry committee work. Others seem to be wholly depencdent
upon in-depth studies and preparation of evidence by the indmtry
alone. Overall, they can be resolved on a case—by—case or :Lssue-byh
issue basis and it now appears. that most of the a.-eas of inqz.iry' can
best be so handled. ‘ S
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‘ "It is suggested that at such time as a particular problem"
or a specific proposal, which either the staff or the industry or
an indivicual RIU feels mast be considered, and for which any of
then develop full, factual, and lawful supporting documentatn.on and
evidence, ar order of investigation be opened on and lizited to such
specific problem or proposal. In this regard, it is recommended that
early attertion be given to the Cevelorment of (1) a more meaningful’
criterion respecting the specificaticn of 'service areas®, (2) limi-
tations respecting competition and (3) thke standardization of tariff
rules. L B

") disservice would be done if txis investigation were to
be terminated without due recognition being given to the 'primer’
which is in evidence by Exhibits Nos. 1 and 4. After editing, it
should be distributed as a general reference work and as a bééis for
comxon understanding of terms applicable to radioteleplone service.
It is not & statement of 'the law’. It should not remain static.
Its revision and perhaps expansion is to be expected as time passes.

"The foregoing opinicn and the following order are recom-
mended for £iling as the op:.nion and order of the Commissa.on :.n ‘
Case No. 8880.

"IT IS ORDERED that: o
"l. The Secretary, with the editorizal concurrence of the
Exominer, shall prepare and distribute to the parties to this pro-
ceedirng and to other interested persons'and organizations, a report
titled 'General Report on Mobile Radiotelepkone Service', caid
report substantially comsisting of the materdal conta:x.ned within

Exhn.bits Nos. 1 ané 4 in this proceeding.
"2. The i~vestfgation herein, Case No. 8880 is hereby

temminated,
) "Mated at San Franc'f_sco, California, tafs 26th day o.."
MCS", -\-9700 ’

-235_
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"APPENDIX A
" Appearances
"For the Commission staff:

, Janice E. Kerr, Counsel, and Paul Popence.
"For Respondentss |

Frenx Chalfont, for Chalfont Communications.
= L. Nohr, for Advanced Electronics. .

Lomer Harris, for Industrial Communications
Systens, Inc.

Ave§z H. Simon, for Mobile Radio System of San
ose, Mobile Radio System of Ventura and
Pacific Communications Corporation.

Daniel W. Cochran, for Redwood Radio Telepkone

s Corp. and for Redwood Radio Telephone Corp.

J_e!%a'y&tglgg, for Peninsula Radio Secretarial

rvice, 1nc.

Dudley A. Zinke and Erwin E. Adler, of Pillsbury,
an% son & Sutro, for The Pacific Telephone and
Telegraph Company. ‘

Jobn P. Vetromile, for California-Pacific
Utilities Company.

Albert M. Hart, Donald J. Duckett, Walter Rook,
for General Teleptone Company of Californide.

Harold B, Throp, for Califcrnia Interstate

ephone Company, Golder State Telephone
Compeny and Golden West Telephone Company..

"For Interested Parties:

Lecter W. Snillane and Phillips Wyman, for Allied |
Telephone Companies Association.

Neal C. Hasbrook, for California Independent
Telephone Association.

Keatinge & Sterling, by Robert Yale Libbott,
for Mobile Telephone Company (Pbiladeipnia)
and California Mobil Telephone Compagy.

R, A. Isberg, for Mobilfone Inc., Kern Radio
Dicpatch, and Mt. Shasta Radiotelephone Co.

Baclgalupi, Elkus, Salinger & Rosenberg, by
Claude N. Rogenberg, for Telephore Answering
ervices of California, Inc.

J. M. Jemes, for Bell & Howell Commmications Co.

Carl B. Efiliard. Jr., for National Communications
Airsignal and Pomona Radio Dispatch. .
Romald B, Zimmelman, for Natiomal Association of _
" Dusiness and Eauehtional Radio, Tae™ -
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On August 11, 1970 the Commission issued Decision No. 77591
which is quoted belows

"OPINTON AND ORDER

"The Proposed Report of Examiner F. Everett Emerson in this
matter was filed May 26, 1970, and duly served upon the parties. The
only exception to the Proposed Report was filed by Industrial Communs-
cations Systems, Inc. (Industrial) on June 15, 1970, and a reply there-
to was filed by Pomona Radio Dispatch Corp. (Pomona) on June 26, 1970.
By a further filing on July 3, 1970, Industrial moved "to set a.s::.de'
the reply of Pomona Radio Dispatck, Corp.y Such motion is: hereby
denied.

"In his Proposed Report, the Examiner concluded that this
investigation should be terminated. . :

"In substance, the 'except:.on' of Industrial urges that the
investigation be continued as to two of the items (Nos. 5 and 6) set
forth in the order of investzgation, viz.:

"1/ In passing ‘it should be noted that no provision is made for such
a filing by the Commission's Rules of Practice ard Procedure.
The rules pertaining to proposed reports amply provide for the

expression of opinions without recourse to repeated filmgs
on the same subject.
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'5+ To investigate and review the operations and

: activities of entities and individuals not
regulated as public utilities, such as private
mooile lease~maintenance service companies and
telephone answering services, to determine the
extent to which provision of multiple-licensed,
shared or cooperative land-mobile radiotelephone
Systems, operator dispatch services, message
Teldy services and the comnection of private
radlo systems with the land-line telephone
network, or any combination of such activities,
constitutes public utility telephone service.

To review Commission policy governing the
authorization of radiotelephone operations
within specified territorial limits to
determine the extent to which particular
areas should be limited to exclusive
operation by one radiotelepkone utility, or
o dual or multiple operation, and the
exteat to which overlap of service areas
should be permitted.’

"Industrial further urges that the Coxmission institute ‘an
iovestigation of all telephone answering services providing intrastate
telephone services by means of radio’. _ | .

"The 'reply' of Pomona requests that the FProposed Report be.
made the order of the Commission. S

' "Careful consideration has been given to the views and com—
cerns expressed, each point raised and every allegation madevin'these
filings. We are convinced that the Examiner's analysis of the record
in this proceeding and his recommendations should prevail. We add our
exphasis to the suggestion and words of the Examiners: C
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"'e.. that at such time as a particular problem
or a specific proposal, which either the staff
or the industry or an individual RTU feels must

be considered, and for which arv of them develo
Sull, factual, and TaufSl cooocriing docimentatron
MWmﬁ%g%m
and Limited to such specific problem or proposal.’

"This criterion is directly applicable to the above—quoted
items Nos. 5 and 6 for which Industrial would have this proceeding
continued.

"Industrial alleges that it stands ready 'to produce. evidence
as it relates to the illegal, wmcertificated common carriers'. If .
Industrial is in fact ready and can meet the above-emphasized critenon,
it should consult with staff counsel with a viow to institution of a
specific and limited investigation, or it should file its own spec:.i‘:z.c
cewplaint respecting the alleged :!.llegal operations. Continuance of
the present proceeding for such limited prrpose is not wan-anted.

"No other points wzised by Industrial's 'exception' require
discussion.

"The Commission adopts as its own the opinion and order set
forth in the Examiner's Proposed Report. Accordingly, :

"IT IS ORDERED that the opinion and order reconmended by the
Examiner in the Proposed Report in this matter, as appended hereto; be
and it is hereby made the op:.nion and order of the Comm:.ssion.
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As cen be seen from the pleadings im Case No. 9450 and the
1ist of appearances, Case No. 9450 could be 2 replay of Case
No. 8880. '

If the quality of the record zdduced in the curremt
proceedings is am indicater of what would be produced if the Commis-
sion opened 3n OIL as requested, the presiding officer could probably
use Mr. Emerson's report,with changes of time ard place, as his own.
Tox exawple, in its opening brief, the staff said: R

"Pacific, in its Memorandum of Points and
Autborities in support of its petition for am
interim decisior, recognizes that the FCC
imposed conditions om the granting of the guacd
band frequencles. It purporss to quote the
¢onditions at page 10. Pacific's omission of
vital language in its 'quoted' cendirion number
3 1s a keen diszppointment to tme staff.
Following is the FCC's complete discussion
of condition number 3. The language Pacific
saw £it to quote is underlined.

'17. As we Indicated above, we are
ccucerned with establishing, and
waintaivdng a fair and equitable
climate within which the wireline
and monwireline carriers may compete.
Thus, if in any commmity a wireline
Saxrier ocizers rxee toll service for
—2R1IBov " or aovertisas or OEhATWLiSe
sndicstes thot suen £res toLi=6Zll
Service is avalizble, we require

e ———
der

Lhan = 3 -
=285 ke wireline cozm vy _make .
2V2.acle tne some =acllities ox

Sexvicas To tre MCC =ree of ckarge
S0 That the ML may e in 2 position
Lo sunply tke same service to its
Subscribers free of toll charges.
Again we state, we axe pot attempting
to limit the activity of the wireline
company; we are merely requiring that
2 balance be established so thet the
wireline company will cot bhe in a
position, because of its control over
‘;ccess interconnecrieon, tolcla:[m
Or enjoy advantages not avallable to
the MCC.' 12 F.C.C. 2d 841, 850."

«33=
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General, in its closing brief said: e

"Thus, the Commission is told that the proceeding
entitled In Re George W. Smith, Decision No. 72165,
Applicaticn No. Z%lz, {s fuily applicable to the
Instant case and the facts zre somechow on all
four's with the instant proceedirg. Nothing, of
course, could be further £from the truth. In
appeaxring ir the Suith cese, as stated by
complainants, Genmcral ofxered no sexvice, filed
no teriffs, rcade no factual shovwing concerning
public demand or mode ar2 presented no evidence
coucerning public Interest, ceunvenlence or
necessity. General's appearzance was for the
sole purpose of providing information to the
Commission of its future plams. Uncer such
cixcumstances, the so-colled “olding in the
Swith case was, in effect, pure dictum. There
were no findings of fact based on specific and
detailed evidence to support the comclusion
¢ited on page 29 of complainants®’ Brief and
quoted as f£lnding no. 6 fromtbe Smith case.
Tows, the so-called holding must be simply
vieved at the wmost as az advisory or decliarctory
oplnion of the Commission limited strictly to
toe linmited, iacomplete, and highly contingent
tS presented in the Smith case. In other
woxds, the Smith case must be strictly limited
to 1ts facts, By contrast, of course, the
Commissicn {m the Zzstant procceding has before
1t hundreds of pages of factusl, highly detailed
Cestinony and numerous exhibits waich pains-
Leldngly cover ecvery facet of Gemeral's anmd
Raciflc’s proposed service. These voluses of
detailed testimony may mot be 1igzgbrly brusded
aside In 2 casuzl fashicn by simply stating
that the Zactual mstters would be decided or ail
settled for all times in Re George Smith.”
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We have reviewed the record in Geo_gg-w Smich and note

that General did make a factual showing concerning public interest..
There can be no doubt that Decision No. 72165 was issued on the:
werits. :

Since Decision No. 77591 ia Case No. 8880 was issued,
scores of applications and/or complaints have been filed by the
RIUs and the landline companies. Thousands of man days have been
expended by staff and parties in prosecuticg such matters, many
bundreds of exhibits have been received into evidence (many exhibits
were offered but not received), and tens of thousands of pages’ of
transcript bave been recorded.

Of the nine arxeas listed in Case No. 8880 we have
established policy for Items &, 5, and 8. Presently under submission
are matters that should establish policy for Item 6. |

it appears that our method of resolving RIU matters as
eaunciated in Decision No. 77591 is working, albeit slowly, and we
see no reason to change. Therefore, the relief requested by ,
Pacific will be denied. Sexvice and rates will be discussed_ig“
Case No. 9395. | | - o
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Case No, 9395 et al.
Summary of Positioms
Complainants argue that:

l. Each of the four complainants is lawfully prov:!.ding
one-way signaling sexvice in the LAFA.

2. Defendants must secure certificates of public convenience
and necessity before they can p*ovide one-way sigrnaling. service m
the LAEA. ‘

3. Certificates sbould rot be granted to defendants in these
proceecings. .

4. The method of opex a"ion prepoased vy Pacific and General is
Pexr S€ a violation of antitruct lews ¢nd is not in the publn.c interest.

Defendants argue that:

1. Each holdsa statewide fran c"’"e permitting it :o render«
radlo paging service outside of its own wive line service area but
within the raciotelephone service zreas of competitive PUC-certifi-
cated radiotelephome utilities; =ad that such frazmehise is beyord
tke reach of Sectionms 701, 1001, or 1C02 of the Pubiic Utilitdies
Code, and is beyond the jurlsdiction of this Commissica to comntrol.

2. Pacific and Gemerzl may Institute radio paging service in
any location wilch falls within its statewide two-way radio contours
at its optien under sepezate, alternative, or additional authority
estabiished by the Loperena Decision. {Jack Loperena (RadioDispatch
Eresue) v Fxespo Mobile ®Pedio, Tac. (1970) 71 C2UC 645, 654.)

3. Tkeir proposed ®ervice is not an:icompe::.".tive and is :i.n
the public im:m:est. : '
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The staff argues that:

1. Pacific and Gemersl hold mo statewide. franc‘hi.se righz:s ‘
~ which exempt them from the cextification requirements of Sections 1001
and 1002,

2. Pecific and Generel meed mo additiomsl Section 1001
autbority to provide ome-way tome signaling service within the
confines of thelr two-way mobile telephone dbu service axea Contouxs.

3. Section 1002 does not require Pacific end. General to’ obt:ain; ‘
addftional avthority.

4, The public Interest could be served by inst:t.tut:.on of the
proposed service. ‘

5. The sharing of facilities by Gemeral and PﬁCifi‘cf“#‘ﬂot
anticompetitive. o ‘ ‘

£ont argues that: '

1. Defendants' other authorized services and the.‘.r certifica-
tion have zo relationship to paging service as here proposed. Any
illusion of thkere being on umbilical cord was cut when Pecific
abandened its 1949 paging operation in the Los Angeles srea.

2. There is no demonstrated meed for the sexvice. In fact,
with the sbowing that one preseat opera=or, on ome chanmel > C82
cere for the meed of 200,000 people, it is clear that the prese=t RIU
suppliers have thousands of percents more capscity than even tke
highest projected need.

3. Defencdants have rot proposed any aew or novel offerings.

4. Defenderts' cemglomerate operations (ATET and GTE), each
of frightening proportions, would be brought together by the sub.le‘_=t
propocal.to create z comsortium of mind-boggling: size, obv:tously
beyond regulation by anythi.ug but. divine power.
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5. Each defendant, ‘and most particularly General, bas alarming
distories of antitrust activities in competitive situations, such
as bere proposed, where they are suppliers to the competition. Haud~
ing defendants the proposed opportunity to extend these activities
would adversely impact upon the public served by the RTUS.

6. Permitting defendants the proposed operations would only
invite expanded raids om the pocketbooks of the captive wire line
xatepayers for the purpose of suppressing RIU competition. |

7. TUnder examination, defendants' methodology for estsblishing
demand and rates proved to be mythology, leaving nro practical
proposal for the Commission to comsider.

Di;scuss:ton'-?-/
General stated in its opening brief:

“The primary issue in this case is the public.
interest, convenience and mecessity. Secondary
issues were:

“L. Are the parties authorized to provide
present and proposed personal signaling
or pa sexvice subject only to
taxif{is being sccepted for filing
and being permitted to go iInto
effect?

Would it be in the public interest

to permit the proposed tariffs filed
by Pacific and General to become
effective, public interest being
deemed to include but not lixmited to
Televant considexratiom, of alleged
anticompetitive impact of such action?

7/ All the testimony in this discussion refers to operations in

1972 and prior years, and forecast operations for 1973, unless
otherwise noted. _ - ‘ . .
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"PUBLIC INTEREST,
CONVENTENCE AND NECESSITY

"These proceedings may be in the proper prospective
only by a contj:-nigual reallization that the primary
interest is tke public interest, convenience and
necessity. Velurinous evidence and seemingly
endless zrguments in the record must be tested
against the standard of relevaney to the public
interest. When this is dome, the matter is
relatively simnmle,'

We agree with General that the pcblic interest is the
pricary issve. In the begimning of our regulatiom of RIUs ,—-/ we
laid down certain guidelimes for granting a certificate of public
convenience and necessity to RiUs.

o In the application of Willisn X. Eorper, No. 43704, we
Lssued Decisfon No. 63147 dated January 3, 1962, wherein we found:
"in applicant for a cextificate, such as is here involved, has the
burden of establishing that public convenience and necessity require
the proposed service and as incident thereto, that the present -
sexvice Is unsatisfactory and that the proposed operation will be
technically and ecomomicaliy feasible. Absent such evidence, the
operations of existing radiotelephone utilities should not be
dfluted,” : o

Toe following constitute fmportant factors which we
consider xelative to granting or demying a certificate of public
convenience and necessity for a radiotelepzone u_t:iiity wherein
poteatial coupetition does exist: . |

A. Public requirement for the service.

B. Adequacy of the existing service.

C. Adequecy of the proposed sexvice.

D. Quality of the proposed service.

E. Revenue requirements and rates, '

F. Tecimical feasibility of the proposed system.

8/ Ve assured jurisdiction over RIUs by Decision No. 62156 dated
June 20, 1961 in Application No. 42456 and Case No. 6945
{1961) 58 CpUC 756. | ‘ BT

-38-
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G. Technical competence of the operator.
H. TFinancial Integrity of the operator.
(A) Public Requirement for the Service

Cn the first day of hearing corducted by Examiner
Gillanders, be pointed cut to the parties that the Commission, by
Decision No. 81220, 2/ bad dealed a request for a certificate of
public convenience and necessity because the appl:.cant did not
present smy public witmesses mor did he present a compet:en: marlcet
survey of need.

General and Pacific claim that, subsequently, t:hey
"produced relevant, competent and credible evidence of cun:em:ly
wnfulfilled public demand for the service. This was done both by
direct testimony concerning market pctential and market development
figures and by the appearance of numerous public witrzesses., The
public witnesses, who were potentizl customers to the service both |
of General and of Pacific, testified as to their need for the |
sexvice, thelr iaterest in subscribing, and in some cases expressed
teelr cpinfon that comperable aad a..equate service was not available _
elsewhere, N

"A nunber of witnesses constituted a different class of

tozers baving umique needs which are not now and will not be

sexved by complaineats."”

Tiae record shows that Pacific produced e:’.gh: public

witnesses and that Gemersl produced four public witpesses or a total
of twelve.

25/ Decision No.81220 dated April 3, 1573 in Application No. 52649,
A. W. Brothers dba Lake Tahoe Marire Telephone Co:
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According to complainents, these witnesses testified
gexezzlly that if Pacific or Gemerel offered. one-way personal paging
service they would be interested fn it. Nome of the twelve bad tried
the service of each of the RIUs now offexring pf.g:r.ng service in the
LAEA. Some of tke witnesses dic a0t even know of any RIU offering
such sexvice. None of the witresses gave sty substantial reasons
for needing a sexvice provided specifically by the defendants,
although several suck wimmesses inéicoted that they would prefe* to
‘deal with the local wire lire compery, because they assumed that the
paging service would be superior. Only two or three of the public
witnesses brought in by the defendants cxp""essed any uwkind tkoughts
about the service of eny of the RIU cozplairants. Considering the .
seven million person population ciefmed for the LAEA by Pacific,
and The 7,000 subscrider wmits expected to be placed in service by
the end of the first year by Pacific znd General, tke public need,
or even Iinterest, demonstrated was completely inadequate accordi:zg
to complainants. _ | '

(B) Adequecy of the Existirs Sexvice

Ten public witnesses were called by complainants. They

testified that service was generally good; that when they bad scoe
difficulty with ome RXU, they could switch to cnother; and thar they
had no sexrious complsintsy 10 ;

Pexsonal peging service was £irst Introduced into the Los
Angeles area in 1954 by R. C. Crabb, now president of complainesnt |
Mobilfone, operat ting inftially under another busimess mame. Efthew
Mr. Crabb or Mobilfone has rendered the service continuously since -
1954. Othkexr coxplainants have offered the service in the area for
various slorter pexiods; however, all fous complainants bave offered

pag:!:.\g service in this arca contiruously for approximately the p-BSC |

10/ Commission reco=ds show that since 1973 three formal and one

nforzal complafat wes £iled against Mobilfene and four :Lnfom...
compiaints were f£iled agaiast Radio Page.

~%1-
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The complainants, all of wbom offer and provide personal.
paging service throughout the LAEA, sexved 4,750 pagers as of
Janwary 1, 1972. The total for Javuary 1, 1973 was 8,093.- Each of
the complainants testiffed that thexe is no wnfilled need for paging -
sexvice in the LAFA. ‘ :

A witness f£rom Motorola testifiad that the preaencly
fnstalled RIU systems using the Motorola computer could provide paging
service to gpproximately 200,000 paging users in the LAEA. The
record shows that, in addition to the four complainaznts (all of whowm
serve the entire LAEA), personal paging sexvice also is P-fo‘"'-ded in
various parts of the LAEA by four smaller RIUs. '

Mobilfone Inc.

Mobilfone is the largest single RIU, frowm point of view of:
revenues, in the United States. It has 35 employees. It has been
an FCC radio common carrier (RCC) licemsee since September 1947.

It has been providing radiotelephone utility service in the

Los Angeles area ever since that time. It serves more thsa. twice
2s many subscribers by radio in the LAEA than Pacific and .;eneral
conbined .t |

¥obilfone was incorporated in 1960, but its preaecesso* E
company commenced paging In the Los Angeles area in 1954, It wes
authorized and directed to continue its RCC operatioms, including
paging operztions, by the RIU "Grandfather’" Dﬂcision No. 62156
June 20, 1961.

11/ Mobilfone '
T Pacific ) (200 are on compeny vebicles)
Genexal ) ( 84 are on cowpany vehicles)
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From 1954 to 1968, it offered two types of paging. Both
were volce paging systems requiring the services of a manual operator.
One system broadcast code numbers only, frequently repeating broad-
casts of the list or string of codes. This was a monselective
sexvice and the only way a user would know whetker he was being
paged was to listen carefully to the string of codes to see if his |
nuaber was included. The second system would broadesast address coles
plus short volce messages. Thls system also was manusl and non-
selective ard was a relatively expeasive service to provide. It
required the user to pay attemtion to the stream of pages being
broadcast to recognize thwse which were directed to him.

In 1967, Mobilfone instituted selective sigraling, tome-
only paging,vhica is the same systeam now proposed to be introduced
by Pacific and Gemeral. In the five years during which it has been
giving this type of service, it has grown to its present size of
3,500 tone-only wnits in the LA%A. During most of this time, a manual
operator bas beem required to take the desired number from the calling
party and send the selective tomes over the alr. That Is not mearly
as attrective a service to the using public or to the public utility
as the all-disl system now being placed in service and replacing the
manual operator. It expects toald 500 pagers to its system dmnng
the last quarter of 1972.

Mobilfcre's preseat tariffs provide for a $20 tone—only

paging charge, wkich irncludes paging service, pagex’ mit z'enz:al
and maintenence,~

. 12/ It Coes have a provision that subseribers who own their own
pager, or rent it from someone else, and who were om its
scxvice on or before December 3, 1970 cen scbseribe to
sexrvice oaly at $8 per month, Practically ro one falls Into
that category. ' ' L
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Mobilfone, in addition to using the Motorola computez:,
also vedng used by the other RIUs on the guard band frequencies in
the Los Angeles area, has 1ts own computer for automating ics paging

and' two~way radiotelephone traffic on other frequencies and for
billing and other sdminZstrative uses.

According to Mobilfonme, there ere many opci.mistic statements
about how fast the paging business is geing to grow in the Los
Argeles area. These stcotements seem to be based on the proposition
that manufacturers can end will produce all of the high-speed paging
receivers wiich common carrfers want as f£ast as they want them, That
is not the sizuvatior today, nor is it 1ikely to be during 1973.
Today, the controlling overall limization on expension of the RZU
Los Angeles paging systems fs the number of paging receivers wh..ch _
can be secured from senufacturess. Accoxrding to Mobilfone, every’
Dazing recoliver mow fm sow zvice in Los Angeles is obsolete. Paging
Tecelvers now being delivered by manufacturers to RIUs also are
obsolete. For example, Motorola is todey delivering recelvers for use
in Los Angeles subject to full replacement when their high-speed

' recelver is. in full scale production.

The most modern, widely used signaling system for pasms
is a two-tone sequential System about five years old, which %
relatively slow speed, and waich does not utilize a radio freq'.xency
charmel efficiently by today's "standards". The idea that one
guard bacd radio chkermel devoted exclusively to paging can serve
100,000 or more paging subscribers in the LAEA is based upon use of
high-speed signaling, of which there are two emerging types The
Motorela high-speed sSystem just started in prodt.ccion is a five tome
sequential system. Paging receivers for use oa that system ~are
belng shipped in small quantities by Motorols, but it is estimated
that it will be sometime late in 1973 before the prpduqt:ion level on
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tae high speed wnit is fully adequate to keep pace with demand.
Mecntime, Motorola is producing and renting low speed pagers to Los
éngeles RIUs and is committed to replacing them with high speed
receivers during 1973. - | -
Cook is starting the menufacture of 2 high speed pager
receiver, but production qhantities are not yet available V‘t:Q RIUS.'
The Cook receiver is said to be able to operate either on the Motorola
five tove sigraling system or on the Martin Marfetts digital sigoaling
$ystea, depending upon plug-in loglc Installed. ' | |
Mextin Marietta has a high speed digital sigraling pag
" receiver In limited prodaction. That is the pager Pacific and
General plan to use on their LAEA syst:em.—l}/ Martin Marietta is just |
. Starting production on this new digital signaling 'system;. there
are 2 number of operating prcblems still to be worked out in the two
cities where such systems heve been installed; and production of. -
the pegleg receiver mits is well bekind schedule, o
Mobilfone now pages on three frequencles. Two of them
are low-bend paging frequencies, f.e., 43.22 and 43.58 MBz, and ome
of them Is a new guard band frequency, 152.24 MEz. On these existing
chamnels, using preseat computer facilitfes and present low speed
pagexrs, it has a capacity for 8,800 tone-only pagers, which wezns
it bas a capacity to add 5,300 tone-only subscribers xright now, if
it could get the subscribers and the pagers. 2y the time high
speed pagers ave casily aveileble, ead #f 2t £s In a position to
retize all itc low speed equipment, it could gexve 200,000 cx more
Pagers with 1ts presest facilities. It could mot inftiste direet
dial sexvice 2s of October 1, 1972 due to rhe difficulty in obtaining
‘ines from Pacific azd to Paciffe's Inability to maintain fostalled
lizes between Mobilfcne's office and the Motorola computer on a
reliable basis, |

23/ Pacific believes that tials equipuent is about as refined gs it
- will be for_ some tixe, - ‘

-45-
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Mobilfone advertises paging sexvice using radio commerclals
on tiaree radio stetioms, in the Yellow Pages, and by direct mafl.
Its paging business wes growing in the last quarter of 1972 at a rate
of zbout 165 waits per momth. This is in competition with three
other wide-area RIUs and with four other small RIUs each of whom
serve a paxt of the 1LAEA wide are=z.

Mobllfone usually places a mew subscriber in service with:.n
five days or less from the time It receives his application. It
rues & credit check 2ad has 2 certain awount of administrétivevpaper
woxrk to accomplish. Occasionally, there is a few dzys walt for new
paging equipment to be received from the factory &s scheduled..

Mobilfone has spent a great deal of momey on guard band
transmitters and control equipment, on its computer system,and on
expanding its organization to take care of its growing business. All
of fts pagers, 4,000 of tihem, are essexticlly obsolete end must be
replaced in the next few years. It must spend millioas of dollars
to puxchase new pagers for expansion 2s weil as repl..cement. It mast
be prepared within gbout three years to start into a new mult:r.-
¢hansel , digl in, automated two-wzy System, if it is to br:tng to
Los Angeles the advantages of modernization to the two-way fie...d 2s
it kes to tke poging business.
Industrial Commnications Systems, Inmc.

Zooexr N. Harris, president of Industrial, has been :Ln the
radiotelephene utility businmess in the Los Angeles area for 14 yeaxs.

Industrizl was In the radio common corrier business 2ls0
imown as the RIU dusiness prior to issuance of the Comission"'s' RIU
"Grandfather” Decisicn No. 62156, om Junme 20, 1961. In that decision
Industrial was specifically named and was asthorized and directed o
coatinue its intrastate commumications service at the rates and
charges and under the conditions auchorized by the Federal
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Coxmumications Commission {FCC) then imn effect. Industrial was at
that time authorized by the FCC to provide two-way and one-way -

- Tadiotelepbone service on Zrequencies then licensed and still
licensed to Industrial.

Ou Decembexr 6, 1958 Industrisl filed one-way paging rates
with the Commission by its Advice Letter No. 14. The rates became
effective on statutory notice ard Industrisl kas, since eaxly _
Jatuary 1969, offered and Surnished persomal. paging sexvice- t:brouga-
out the LAEA.

Industrial has 25 employees and is a vexry rxapidly 'g':ow:‘.ng
raciotelephone utility at this time. Paging is tke largest part of
its business. At the end of 1971, it was serving 355 paging umits as
coupared to 247 two-wzy units, Sixty-nine percent of its public

utllity revenues in 1971 came from two-way services. It now has
guard bend exclusive paging sexvice t:rmmt:er now has direct dial
fully autcmated computer controlled, tcme-only pag",ng se::vice‘
available to the public; and expected to end the year 1972 with
about 1,100 peging units, compared to around 300 two~way units. It
anticipated that for the yeexr 1972 moxe than half of its revenues
will come froam paging services. It has mede large cepital exoezd..‘-urgs
to provide the ernlarged and Zmproved paging gervice, and iz has "pent
relatively lavge amounts of momey to advertise the service.

Irdustriais’ copacity for tome-crly psgers on the 158.70
MHz gu:.::d band frequency 1s sbout 25,000--with each of the other
seven LAEA RTUs having & similar capacity on guerd band f::eouenc...es
Thus, the present c-a.p.;.ci:y for the LAEA is 200,060 un...t:s.
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Using radio broadcasting, dizect mail advertising, and
newspaper advertising as prime tools, Industri.al has been- ab.a.e to
book orders for paging service as fast as pagers can be delivered to
it by manufacturers. Irdustrial, with Zts wide area coverage and
with an aggressive scies campaign should have been able to add 1,000
to 2,600 pagers duriag 1973 Zn competition with the other RTUs and at
tariff rates whick aporoximate present RIU rat:e.; for pxesent areas
of -coverage. If Industrial was able to expand the personsl paging
service In that fashion, it womld then be In 2z position to offer
lower paging rztes as well as to modernize, expand, and sutomate the
two-way wmobile radiotelephome zervice.

Intrastate RadZotelephone. Tne. of Los Apgeles
' Jack G. Hofeld, vZice president and gemexal zanager of

Intrastate, bhas been #n the BTV bus:f.ness inthe Los Angeles area for
about ten vears.

Intzastate hes ten full-time employees exge ged in radio-

telephone public vtiliry activities.’ :

Intrastate was previously kmown &s ITT Mobile Telephone,
Inc. (ITT). Before that it was kacwn as Farrell A. McXean, dba
Business and Professiomsl Telephone Ex =change. McKean was authorized
to do business In Califcrnia as a rediotelephone utility by Decision
No. 62165, the so-called RCC or RIU 'Grandfather" decision. Therein
McRean was "suthorized and directed to contirue its California iamtra-
state public vtiliscy comzunications sexvice 2t the rates ané cha_ges '
aad wdexr the cenditions suthorized by zie FCC in effect om the -
effective date of that decision, whick was Jwme 20, 19617,

On June 20, 1961, McKean was zuthorized by the FCC to
render two-way mobile telephone service and one-way sfgneling and
ome-way paging sScrvices over common carrier frequeacies licensed to
McRean for that purpose. R
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Ihe property rights, privileges, and obligations ‘of. WIcKean
were transferred to ITT with the sanction of this Commission
’Dec:i.s‘:“.on No. 64703, Application No. 44831). Thereafter, the
p*'operty, rights, privileges, and obligations of ITT were transfexved
to Intrgstate. (Decisior No. 72543 of Juze 6, 1967, Application
No. 49269). By reason of these tramsfers, Intrastate now holds the
same authorizat:.or. as McKezn did wnder the RTU 'Crandfather’ decision,
but these rights have been rcconz:i::med acd erlaxged by the subsequent.
Commission decisions.. :

IIT was engaged in the personzl paging ‘business in Intra-
state's present service area prior to the Ccmmissica's decision -
approving transfer of ITT's assets, rights, privileges, and
obligations to Intrastate. application No., 49269 speciffcally
wentioned peging operations, and Decisicn No. 72543 imcluded mandatory
Instructions to Intvastate to furnish the same sexvices, inclt..ding
Paging sexvices. Cowmission authority for Intwastate to engage in
the persomcl paging busiress within its comtours is expressed and
specified In Commission's decisZons spplicable to Intrastste.

The personal paging portion of Intrastate's RIU _.b_us:!.ness
is the largest portiom of the busiress. At the ecd of 1671, it ked
936 paglng subscribers and 457 two-way subscribers. At thet time,
over 53 percent of its Tevemue came from peging subscribers.

At the present time, Intrastate serves approximately 1,000
Paging subseribers with zpproximetely 1,100 peging units. = It bas
been providing paginrg service for more then five years, Of its:
present wmits, approximately 100 units sre tone- coly; the balance
are tore and voice. It does not expect to See very much expansion
in tone and voice paging because it does not have frequency space
available to experd that business grea tlr. Hawever, it expects to

-~
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nave rapid growth in tone-only paging, espéc:!.ally,‘ now that it has the
ccuputer sexvice om contract snd has a guard band chammel gvailazble
fox paging sexrvice as a primary, rather then a secondary sexwvice,

Intrastate czn expand its tone-only paging service by 800
subscribers on its preseat two-way frequercy 152.150 MHz before it
starts To use the guard band peging chammel. Since it now bas oir
time zvailadle to handle the cells for 800 new subseribers sutomati- |
cally, it is working hard to get new customers. It expects to start
using the guerd tand chenmel only after tke first of 1973. 1In the
meentize, that is duwring 1972, it bopes to add at least 300 toce-only,
couputer controlled, persomal signeling receivers to its system.
This will opexrate sub-audible cn fts extsting rwo-way cbannel 152 150
MEz. .

Intrastate worked heaxd for zore than five years to _secm_:e
the 1,000 paging subseribers it now has. It advertises its paging
sexvice in the Yellow Pages, by direct mail, in various periodicals,
and on radic and TV, It hes ro held orders and iIs almost zlways
able t¢ provide service the sews day It recefves am applicetion. Its
System works well and it gets many cew subseribers tixough the
recommerndaticns it present subseribers make to their £r-£cnds
Padio Page Ceowmrmisacions, Tme,

Radio Page was the first to introduce tone-on...y persona;.
paging In the Los Angeles area, It did so in 1964 and kas been
prov* ‘ding such sexrvice under Culy filed PUC tariffs since that t::{.me. -

The system it Installed in 1964 was zn AMsystem ooer.:ting |
at 35 MEz paging frequemcies., The AM, low band system doet' a0t give
the qualiity of service possidle with ac FM system opérqt:ing in. the -
150 M9z band, Therefore, im Jume 1972 Radio Pagﬂ- {nstalled the -
152 M3z bard tcne-only system service on & guard band frequency.
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Tae rate for the 35 MHz AM system is $7 per month for paging service .
plus $10.50 for pager remtal and maintenance. The rate for the 152
M3z FM system is $10 per month for unlimited calling service and $10
per wonth for rental and maintensnce of a paging unit. Subscribers
are permitted to secuwre pegers from momctility sources, if z:hey s0
choose,

Present operations aze carried on‘ in accordance w:.'.t:h
cextificates of comvernience and necessity issued by this Commission
in Decisions Nos. 72165 and 75080 (Application No. 47772) and Decision
No. 74370 (spplication No. 49926). .

Radio Page is £iling an application with the FCC to convert
the low-band AM system to FM operétion. The AM system has a capacity -
of 970 wnits and it Is full. An FM system on the 35 MEz frequency
would emeble it to serve 6,700 units with slow speed pagexs, or up
to 100,000 1f it went to high speed pagers and terminals.

Radio Page 1is not in the two-way radiotelepbome business.

It is in the paging business only, and has been for more than eight
years. It has no other revemues whatsoever to fall back on.

Redio Page advertises its paging services in newspapers,
the Yellow Pages, and in handout and mail out brochures. On the
basis of this soxt of advertising and the present competitive situa-
tion, it expected to have added sbout 1,000 wmits to its system
during the year 1972. It koped to add betweean onme and two ‘thousand
wits In 1973, gssuning a similar competitive situation existed.

Radlo Page bas estzblished an elcborate agency arrangement
whereby its customers can get batteries, exchange pagers, reat PBSGT-'S,
ete.,at convenient locations through the TAEA.
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(C) Adequacy of the Proposed Service ,

Defendants, Pacific and Gemeral, are wire line common
carriers. Pacific has long provided public utility communications
sexvices, including two-way mobile radio service, in the LAEA. _
According to Pacific, in the years immediately prior to the May 8,
1968 FCC guard band decision (12 FCC 2d 841), there were no non-
intexfering or unused frequencieslé- available to wire linme carriers
in the LAEA om which one-way paging service could effectively be
rendered. Pacific's proposed tariffs would offer one-way signaling
service in the LAEA by the use of one of the guard band f:equencieéj
allocated to wire lime carriers by the FCC in :he‘guérd-bandldecision.

In accordance with the guaxd band decision, Pacific om
May 5, 1970, and Gemeral on June 1, 1970, applied to the FCC for.
construction permits to build radio transmitters for thelr one-way
tone signaling services in the LAEA. On November 1, 1971, the FCC
granted comstruction permits to both Pacific and General to build
such radio transmitters. These permits were granted for operation
of the radio transmitters involved, on :he'sémevfrequencyg,éi;h‘the
requirement that the transmitters '"be oPerated'in‘coo:dinﬁtion":witb
one another. Pacific's Statfon License indicates also that the FCC

14/ The record shows that Pacific first offered one-way signaling -
service by means of radio in 1946. The first use was experi~
mental and related to wvehicular use only. The FCC grant to
Pacific was on an experimental basis authorizing stations to
use the frequencies in the 35 to 49 MAz frequency band
(Pacific made no attempt to provide signaling service on
its existing two-way channels).

In 1949 the service was changed from experimental to a
general offering or commonly called regular service.
Pacific has had ome-way signaling service in its tariffs
continuously f£rom 1949 to the present time (limited use
since 1968 except in San Diegog. - o '
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requires coordinated operation of the Pacific station with the Gemersl
station so as to eliminate co-channel interference. Pacific's
primary purpose in jointly using ome of the two guard band frequemcies
with General was to preserve the second guard band frequency for
subsequent use.

Oo June 23, 1972, Generzal and Pacific each applied to. the
FCC for a radio licemse to opercte the trzrcsumitters each bad’ built
pursuant to the comstzuction permits issued on November 1, 1971. On
Jure 21, 1972, ICS requested the FCC to withhold any action on the
radio license applicaticns, and on June 26, 1972, tke compl.aint ‘
in Case No. 9395 was filed. |

The area proposed to be served comsists primarily of the
Les Angeles basin area which has an estimated population of seven
million people. It is estimated that there will be a demand for
5,000 units by the end of the fixst year of operation. |

Field stremgth surveys which bave been coaducted indicate
that a multiple tracsmitter system cam sexve best to obtain
satisfactory coverage of the entire Los Angeles and smoxmding areas,
considering the types of buildings to be penetrated in each section
of the area. The frequency of the proposed transmitters is intexnally
controlled In such a way that no interfering beat tones are expected
to ocecur.

Tke proposed area wide system will have an inftial capacity
(including Genexal) for handling 10,000 pocket receivers and could be

equipped in the future for am ultimate capac:f.ty of 20 000 poc.ket '
receivers. :
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In response to provisions of Section 21.502(d)(2) of the
FCC's Rules and Regulations, the proposed signaling service is ugaEle
to be commected with the existing mobile telephone base station .
facilities. EHeavy treffic on the existing base station would inter-
fere with proper operaticn of the perscmal paging system, because
expected keavy traffic or the persomal paging system would coincide
in time with the radio telephome traffic, thus degrading sexrvice of
both. | | ' |
(D) Quality of the Proposed Sexvice |
There is no question but that the service, if installed,
could render satisfactory service for it is nothing more than a
duplicate of the service now being furnisked by complainants.
(E) Revenue Reguirements snd Rates |
Reverue Regquirecents
During the course of this proceeding, Pacific requested the
examiner to order the complainant RIUs to submit results of operation

studies .-—S The examiner granted the request for the studies and, in
addition, required Pacific and General to submit results of operation -
studies for their paging operations. The resﬁlt:’s' of operatioz;s
studies were to be mzfled simultaneously by the parties om October i,
1973, with hearings being scheduled for cross-examination Monday and
Tuesday of each week for five wéeks, conmercing October 29, 1973.

L5/ Results of operations studies showing sepaxately the resclts
Zor tome-only psging operations within their wespective
operating aress. , o :

-
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The complainant RIUs had never before been Tequired to
prepare studies of this type. They therefore employed Mr, Ernest W.
Watson, who 1s well experienced in such matters to supervise and
coordinate the preparation of the exkibits. It was initially
anticipated by Mr. Watson that he wouid be able to complete the
necessary work to pemmit distribution of the results of operations -
studies on Monday, October 1lst, as agreed and ordered. A

As Mr. Watson proceeded with his work, he found thac the
RIUs did not have existing information of work time coefficients -
for operators which permit the mecessary prorations of expenses
to be developed. Therefore, the carriers had to develop work co-
efficients as well as the results of operations studies and the
progress on these studies was not as rapid as he had anticipated.

Tke Cormission therefore reset the date for simultaneous
distribution of resvits of operations studies to ThW-‘SdEY >
~ November 1, 1973, and reset the date for recommencement of hearings
to November. 26, 1973. -
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Mr. Watson's testimony regarding his studies was as follows:

Did you prepare studies for the purpose of showing the
cost of furnishing paging service for the four radio—
telephore utilities involved in Case No. 93957 .

Yes and copies of these studies were mailed to the
interested parties in this Case on November 1, 1973.
On November 3, 1973 a complete new set of studies was
mailed to reflect certain corrections which were of
2O consequence in the end results.

In this work waas was the basic princ:';;ple followed by you?

To the extent feasible I used the principles of full
allocation of costs except where some departure was
reasonable and propexr.

vhat do you mean by full allocation?

By this I mean that for a minute of use of a facility or
of an employee on bekalf of a specific service the cost as-
Sigaed world be in direct proportion to the relationship

of that specific usage to the total usage. This is the
principle used by independent telephone companies in
determinivg the costs assignable to the use of facilitles
aad of people on behalf of interchanged toll business.

Were these studies made by you?

Yes they were. In each case I had the assistance of
personnel of the utility. I also worked very closely

with the accountants of Mobilfone and Industrial in -
collaborating on the use of allocation factors. Personnel
of the utilities did the time studies for operator-vime
and air-time allocations under instructions I had preparec.

Were the expense and investment amounts used by you X ”
Those as carried on the books and records of the utilities?

Eachk utility supplied me with statements of such accgunts.
Iz the cases of Radio Page, Mobilfone and Industrial I
combined the basic amounts of expense and investment with
those of affiliate companies in order to clearly show '}"he
basic costs acsignable to paging service without beconing
involved in intercowpany transactions. :
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Are amounts other than those on the books of the
utility reflected in any of the studies?

Yes. In the Industrial study, at my suggestion,
adjustments are shown in the plant account on sheets:
D ard G so that the exhibit mi§ht more clearly
reflect the historical costs of the plant and of

the business. ~ '

Wiere your studies for the purpose of determining the
total cost of furnisking paging service?

Yes. I developed the full cost of providizg pagﬁ.ng
service, not including tre receiver unit. |

Wiy did you exclude the receiver unit in determining
the cost of the service? '

I dic this for two reasoms. The first is that the
castomer has the option of whether or not he remts a
receiver from the utility which provides the service.
Secondly, each ore of the four utilities had
different practices zbout the provision of receivers.
These varied from a utility which encouraged
customers to subscribe for the receiver along with
the service to the case where the utility preferred
o provide only the service and to make arrange~
RBexts vhereby the customer to service might secure
the receiver from another source which might be an
affiliate or a completely unrelated souxrce.

Please explain the contents of the exhibits.

Each exhibit starts with a text which describes the
methods used starting with the amounts of expense

and plant as reported by the utility exterding . .
through the allocation process in the determination

of the amounts assigned to paging service, including
the receivers, then the further allocation to determine
the amounts assigned %o the pagirg service segment.
This text includes the description of the processes.
used to develope the allocation factors amd it shows
the factors which were used.

"Iie text is followed by Sheet A which shows the
£inanclal vesults of the utility frea the peging
Sexvice segment of its business. :
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"Following Sheet A are several sheets of working
papers which furnish the supporting detail for
the amounts which are summarized as Sheet A.
These woricing papers show the results of the
computations made in the process by which the
amounts assignoble to paging service were
Cerived. The working papers from which the
expenses assignable %o paging service were
derived start with the total amounts in the
éxpense accounts or the left and the final
allocation amounts on the right.

"The working papers from which the plant
assignadble to paging service were developed
Start with the total amounts in the accounts
and show the vardous steps by which the amounts
assigrable to paging service were developed.

Do you wish to expand upon the text which is a part
of each exhibit? | | .

Yes. T do in reference to the Industrial Exkibit.
In this exhibit Sheet B colurm (6) is headed ‘Nop~
©ility Operations'. The material in this column
rclates to the business of Peak-Rental which sells
Or rents paging receivers and two-way mobile units
o ICS customers and to other persons znd maintains
The radiotelephone system of ICS. ‘

"In reference to account 600.]. the text does not
Show that of the total amount there was a 30%
assignment to ICS. This factor was based upon a
determination +hat the persoanel inmvolved in
nmaintenance work for ICS and PR devoted about
30% of their time on behalf of TCS.

"The amount shown foraccownt 501.2 columm (7) is
108 rentzl poyment to PR for the use of that part
of the radiotelephone system wkich is owned by PR.

"The amount shown for account 60L.L, interconnection
chargers, in column (6) is for toll and other calls
made Ly and which are billod to customers of ICS.
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"Q. Does the information on Sheet A for each Utility
correctly reflect the financial results of the-
Utility ix its paging service operations for the
years indicated? .

Ies. It does in my opinfon.” | ’
The information on Sheet A for each utility is shown below:

MOBILFONE, INC.

Results of Operations
CE the
Paging Service Segmert
- (3 tggﬁBusigeigzz
vears 1 an
(Revised)

Year 1971 Tear 1972
Revenue 27.52,026 | $340,529(3) 309,909
Expenses 281,195(1) 262.268 332,75u.(2) 317,762
Net Operating Revemue (Loss) (29,159)  (10,232) 7,775(3) (7,853)

Radiotelephone Plant Net 86,155 109,837

Goodwill and Research , L
Developrent 102,095 103,005 -

Note. Tue to the absence of substantial net operating revenue the
net has net bezen related to any base or related to ratios
such as operating ratio. S

(1) Remove amount not salary in 1971 $ (6,028)
Change telephorne service allocation o
factor ${12,899)

(2) Remove amount mot salary in 1972 $ (4,763)
Change telephone service allocation - "
factor ’ S(lor 229)

(3) Remove from revenue the following - - \

items which had been erroneocusly
included:

Battery sales - $ 25'C552:-' =
Parts sales ‘ 1,500

Delivery service 068
C ' $. 30,620
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INDGSTRIAL COMMUNICATIONS SYSTEMS, INC.
Results of Operations
For Pag:.ng Segment of the Business -
Years 1911 & 1972
Year 1971

Revenue , . .
Tone-Only _ $ 2,480
'rone/V’oice 25,947

Total Revemue | 28,377
=, pry
) ,
Toneﬁoi%e ‘ 22,056
Total Expenses 31,593
Revenue in Excess of Expense (Loss) (3,216)

Radiotelephone Plant, Net

ICS Owned is as of 31 72 ,

PR Owned 18 as of 10/3 . o
Tone-Only - 7,306
'I‘one/Voice 59,476

Total Rediotel Plant 66,782

Materials & Supplies ‘
on. Yy - 188
Tone/Voice 11379
- Total M&S 1,767
Worlcing Cash Requirement 1,170
Total Base, Lines 15, 19, & 20 . 69,19
Ratio of Line 9 to Line 21 Negative
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INTRASTATE RADIO TELEPHONE, INC. OF L.A."
Results of Operations
For the

Pagzng Service Segment of tke Buszness
Years 1971 and 1972

: Year 1971 Year 1972
Revemue | $86, 145 $113,998 .

. Expenses , . ' | 97,08L 127,73
Net Opezating Revemuzc (Loss) (10,639) . (1375
Yet Radiotelepbone Plamt | o : e

Assioned o Paging _
Dec, 31, 1970 $61., 890

Dee. 31, 1871 55,454

Dec. 31, 1972 49,308
Average for 1971 o 58,672
Average for 1972

RADIO PAGE CCMMUNICATICNS, INC.

Results of Operations of the
Radio Paging Service Segment
Of tae Business
Year 1972
(See text regarding L1971

Revemue : $1C5,293
Expenses 128,252
Net Operating Loss '$ 22,959

The results being n tive, they'were not relatedl«‘
go any base or tes* on any “operating ratio”
ase. _ : .
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4 Pacific and General presented their own results of
. operations study. Pacific's results are shown below:

TEE PACIFIC TELEPHONE AND TELEGRAPH COMPANY

Results of Operation Study
San Diego Bellboy System
Yezr 1971

Total Operating Revenues $ 79,130
Total Expenses & Taxes __78,755
Balance Net Revenues $ - 375
Average Net Plaat and o =
Working Capital $148,170
Rate of Retuwrn | - .25%

General's results are shown in the.following tabI¢:.-




* " GENERAL, TELEPHONE OOMPANY OF CALIFORNIA
© City-wide Pérsonal Signaling Service
_ Results of Operations

- o en : 1972 - ,
o o Santa Maria Senta — Santa Harla oanta ~Pomona- i"
Deseription Lompds  Barbara  Omnard - __Lonpdd ‘Parbara Oxnaxd  Ontario
Operating Revenues ) $ 16,149 U $ 58,399 $ 27,006 $18,383 $ 70,325 3 0,660 $ 11,2% &
Operating Expenges _ R , , o - - *
‘Maintenance o s 7,652 1A s ’8,992 $ 7,79 8 8,492 149 $ 1N2
Commeréial . _ e T hhS 1,698 81 638 1338 323
Genoral Ofc¢. Salarles & Expenses 1,082 1,525 1,324 1,147 1,821 )7
Other Ceneral Expenses - - 9SZ 1,075 1,1 987 1,211
" Depreclation Expense . 8,21 15,489 : 8,132 18,108 -
Taxes Other Than Income - 3,733 5,048 3,871 5,740 :
State Corps Franchise Tex {866;‘ 1,901 43 _{773; 211,62 ) i *
5 Federal Income Tax : - (4,18 9,311 (3,658 12,16

¥ Totel Eipenses and Taxes $ 17,036 § 13,868 § 25,081 $ 18,723 $ 52,333 $ 15,238

Net Oporating Revenues § (s87) $aus $ 1,935 8 (30) $17,992 $ (4,004)

Aveiage Not Plant end Working Cash , _
Talephone Plant In Service 3121,231 $166,072 $144,945  $125,713 8188,912 $156,1g $125.3’$3

Property Held for Future Use 35 392 M2 29 b 3¢ 235
Depreciation Reserve (38,768) (30,154 (251232) (84794 (33,378)  (26:168)

ok Tox Lo, = Accols De 2w e ) a 59 (upn (s
erred Tax Liebs —~ Accels Depre 5 vyt '
| (30} ?35; i '(303 '(_z,g; 't('sﬂ '(3o§

Working Cash

7
| 30
.~ Total Rate Base C$97,003  $127,298 14,79k § 99,913 $142,889  $121,760  § 98,308
Rate of Return | (91)%  3ap 1.69% (30)  12.59% 3658 (6O
: , (Red Figure) :
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Rates . '

Pacific and General propose to charge a monthly service
rate of $5.50 per month, a single-number receiver rate of $12.75
pPer month, and two nuaber-receiver rate of $13.50 per morth. Pacific
acd Gemeral's proposed rates are based on costs aeve...oped in .
accordance with the utilities' GE 100 forms. The estimated reveoues,
according to the sta€f, are based om a suspect '&naxkei: study".

Staff witress Popenoe analyzed Pacific and General's
presentation. Ee also made an Independert estimate of expected
Trevenue customers based on past experience iIn the LAEA as tested by
information from other similar systems, and applied var:!‘.ous cost
analysils factors to the pProposed sexvice.

Mr. Popenoe recommended a service rate of $8 pexr month, 2
single-number recelver equipment xate of $12.50 per wonth, 2 tWo-
nuwber receiver equipment rate of $13.25 pexr montk, and a sexvice
establistment charge of $20. If the Commission determines no service
establistment charge should be zdopted, Mr. Popemoe recommends the
equipment rate be facreased to $13 per monta and $13.75, rﬁspe“'ti"ely'

Pacific and General's proposed service rate of $5.50 pexr
month I3 based on a customer estimate of 24,000 by 1976. Surprisingly,
according to the staff, both Paciffc and General arrived at the same.
figure based on thefr own independent "narket study”.

Mx. Popence pointed out that the term "study" Iis :
inappropriately used by defendants. Their estimates were mot based
o2 any methodology but r ather represent pure judgment.

The "study" according to Mr. Popenoce is completely
wzeilsdle for it Is defective in two vexy basic areas. In determin-
mg thet there was a potential for 24,000 2dditional paying umits

in the LAFA by the fifth year of operation, thexe was no cons‘deratlon
glven at all to any of that potential market beiag acqui::ed ‘b}’
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LAFA RIU's. Secondly, Pacific and Gemeral did not consider the
bistorical growth of paging service in the LAEA.

Pacif:.c s estimates wexe based mainly on the ratio of
paging units to business main stations in Washington, D.C., and
Seattle, Washington. As Mr. Poperoe pointed out, it Is not clear
whether the systems, equipment, and services are comparable. More-.
over, Pacific's witpess was not able to compare the service areas
of those citles with the LAZA, por the nature and impact of poss:Lble‘
coxpetition.

Mr. Popence's study, on the othexr ha:xd relied on known
cexzpaxeble factors--i.e., exilsting RIU's providing sigilar sexrvice
in the LAEA as well as similar competitive situstions in California
subject to regulation by this Commission. Mr. Popenoce estimated
that, based on &verage prior growth experience in the LAEA, we ez
expect 24,000 nagers in sexvice by the end of year 1976. Be further
estimated, based on s:’.mﬂar-l'-?/ coapetitive situations ix Califomia,
that 50 percent of the market would choose the large landlin

. companies and 50 percent the smaller RIU's.

, Based on his developuwent of tke number of customers,
Mr. Topence recommends a gexvice rate of $8 per woatk. Tais would
recover defendants’ costs and would also be compet...t:[ve m'.th existing
rates of the complainants. The mzjor reason for the difference
between Mr. Popenoe's $8 per month and defeacants' $5.50 per zonth
1s due to the estimates In average number of stations, discussed
above. Imasuuch as defendents' estimates of those statiomsaxe: clearly
overstated, according to Mr, Popenoe a rate of $5.50 would e
noncomezsatory. ,

=% The record shows that there are no comparsble compet t:f.ve
situations in Cali:fornia
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According to the staff, In addition to being based on a
more sound finmancial analysis, Mc. Popenoe's recommended rate gives
consideration to the existing rates of LAEA RIUs. Apparently.,

Pacific and Genmeral gave no comsideratiom at all to the service rates
for comparable service in the same, meck less the adjacent, te:r‘tory.
(Public Utilities Code Section 728.) Consideration was only'given

to a comparison of tke total service and equipment rete. That
comparison is obviously ncan;ngless. According to Mr. PoPenoe a
$5.50 per month service rate by defendants, if authorized, could only.
lead to a hastened demise of complainants' paging services to the
detriment of their customers and the general public.

The staff asserts that Mr. Popence's recommended rate for
equipzment does not differ greatly from that preposed by defendants.
After correcting Gereral's computations, Mr. Popenoe finds the
appropriate rate would be $12.50. While Pacific' s development would
Support a slightly lower rate Mr. Popenoe recommends that Pacific’s
rates be rounded up to the next higher 25 cent multiple to match
Geneval' rates.

: Mr. Popenoe also recommends a service establishment charge
of $20. Paclfic and General oppose such charge. A sexvice establish-
ment charge ig based on the fact that costs associated with
establishwent and discontinusnce of service should be borne by the
incomzng subscriber. If these costs are included in monthly rates, '
long-ternm subseribers would be paying the costs of estdblishing and.
discontinuing short-term customers. Moreover, a nonrecurrino cbarge

encourages long-term usage and discourages wh;msy‘ accordxng t° -
Mr. Popenoe. ‘ \
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According to Mobilfone, Pacific's and Gemeral's proposed.
scxvice offexrs nothing to the LAEA public which 1s not now available
from Mobilfone, except a cheeper rate. The cheaper rate is based
uponr thelr overly optimistic estimate that 7,000 pagers froa paying
subscribers will be in service at the end of one year, an overly
optinistic estimate that pagers will last for six years om an
average, operations at a nomcompensatory rate for the first year,
Geaeral and Pacific forming = combination of franchised territories
to compete with RIUs by giving away landline telephone service to
get subscribers to use their service Instead of tke RIUs, and
goenexalily subsidizing their entry into the paging business using all
of the resources of thelr iarge momopoly. The result, if the A
wire line companies were permitted to put into effect their various
proposals, would be to strip Mobilfone of its ability to cont:!.nue
to grow and impzove public service.

Another problem with Pacific and General"' proposalo,
according to Motilfome, is their failure to.protect the utility
sufficieatly against loss or dacage to the paging receiver. These
Tecelvers cre about half the size of a pacl: of cigerettes, cost eight
times a3 wuch as a home telephome Instrumens, and are not tied down
like a telcpkome station Ls. Before a utility cen 2fford to hand
ore of these expencive gedgets to a custoxer for him to put in his
pocket and take out the door, the utility should bave a contract of
absolute responsibility from the customer, and should have ec.oug;h .

of a deposit from ke custower that nhe v...ll be. encou:aﬁed to bri::g
?'.I::e recelver back. : -
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According to Industzial, the Commission should understand
t:h..‘ the "service rate" is the important rate, not some aythical
- "overall cost". Industrial claims that Pacific's representatives

told it that the overall cost of their paging service really will
be $20.50 coasisting of $5.50 fox service, $12.75 for a pocket
recelver, and $2.25 for a touch tome pad. 3ut while those figures
may 2dd up to $20.50, truthfully the cost of Bellboy paging service -
wiil pot be $20.50.

First, a touch tone pad may not be needed at all ~.:czcl is
vot needed In exchanges vwhere touch tone irstruments are normel
equipment, In any event, ome touch tome pad can send calls to any
cunmber of pagexrs, so the figure would nmot add up in an "overall cost
of zexvice” per unft caleviation, Then, of course, the touch tone

capability also is needed to utilize the TT paging system, so if

XIU and wire line compary 2ress are being compared, the touck tone
pad should be left out of tke calm.‘l.at:’.ons completely, or altmaz:ive-
1y, shouvld be added to both.

The second comsideration acc.ord::.ng to Industrinl 1s whether
the $5.50 common carrier service rate and the $12.75 vocket receiver
rental rate should be added so it comld be reasomed that "Bellboy”

exvice ovexall cost is reglly $18.25, That is mot a fair and
truthful stetement, accowding to Industrial, because the public is
glven 2 choice In the Proposed tariffs to rent the pocket. recelver
from the wire line telephone coupany or to buy it or lease it from
Someone else. Because of the wuswal rate structure, "Bellboy” users
will be inclined to xent or purckese the pocket receivers e'.'.oewhere,
and take the sexvice only frow the wire line cozpany. Taking
se*vi\.e ozly f£xom tke common carrier is & very prevalent practice

- the pagirg f£ield today. : SRR
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Pricing pocket pager rental rates by nonregulated equipment
suppliers under the prices cffe::ed by utilities, is a big" business.
All of the major equipment manufacturers offer theixr pagers for
cale directly to users. Many RIUs khave ar*anged with equipment
leasing companies to facilitate the purchase or lease of equipment |
directly oy the user. In the end, it is orly the "service" portion.

of the overall cost that the PUC regulates, and it is the "service
rate' that the P‘J’.'U competes with. '

industriel claims that pegers to function on the proposed
wire line carrer LAEA paging system will be available for rental
frew souxces other than the wire line telephone companies at rates
of J1C or less per montk within six months of the time those eon:panies
are permitted to make effective a $5.50 service rate and a $12.75
PageT remtal. The end reswlt will be an effective ovm:all cost of
sexvice per wnit"” of less than $15.50.

intrastate requires each of 1its paging customers to m.a.ke a
deposit of $50 on each paging receiver. This is oaly about 25 |
percent of the cost of a recelver, and it is a reasonatle requirement
whick helps it retalzm contxol of its puoperty, arnd a requiremens
to which its subscribers do not object. It holds the user strictly
respenaible for the retuxa of the pager in good condition, which
cuts down firamcial losses. Intrastate feels that the wire lime
companies should be wequired also to requixe such deposits and To

told customers absolutely respousible for damage to the unit, or its
10931 '
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A faztor which wowrles Radio Page, in a¢ditdor to the free
wire line sexvice and unreglistic rates, is the matter of deposits
on pagers. These 4-ounce compact pocket unfits worth $200 each zre a
twemendous Iimvestmert, and it 43 absolutely mecessary for a utility
to assure 1tself agairst logs of such waizs, Radio Page demands
and receives a $50 deposit for easch pager and bolde the user |
responsible for any Znjury to the zeceiver, Thewe ic po public
Teslstance to these terms. Uniezs the wire lire companfes axve |
Tequired to follow gimilar proces ..urcs, according to Radfo Page, they
can "buy customers” by handing out these expensiv-.. {tems without
security, and by absorbing the costs of repalr or replscement whem a

wit L3 damaged or destroyed or a0t returmed.
(T) Tecknical Feasibllity of the Proposed System

Accozding to Pacific’s witmess, iIn 1567, vhen the FCC guard
band decisfon appoared fmminent, he was scsigned the responsibility
to produce near-terz and loag~range plans to provide signcling
sexvice. Nuwerous alzernmstive system concepts end configurations
were studied and plans were developed. Since implementation of these
Plans requived hardwars and devices not availeble on the world market,
he was agsigoed to oversee enmd coordinate efforts o eacourage
development of the nceded devices and to ergineer the SySf:em; “
Subsequent deeisfons directed that project management, through.
mc.cing the system in service, also be his responsibility.

The wire 1ine carriews waited wmtil 1972 to offer personel
sigaaling service in the Los Angeles erea becavse orior to the FCC
Zz2xE band decisZon Sn 1968, there were no noninter‘ering or '.:nused
frequencles available to wize line carrfers in the Los. Angeles
ares on which this cervice could be remdered, Thereafter, uatil
Novexbe= 1, 1971, zud a2t the request of +he radiot elephonp util'f.:tes
“he FCC required the wire line carriers to defer us ‘.l,zation of me
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gua.rd band frequencies to enable the radiotelephone ut:f.l:Lt:L‘es to
make arrangements to offer guard band service concurrently with the
wire linme carriers by the FCC in its-guard band decision. A total
of four radio frequencies were glloceted for assigmment to common

carriers. Two were assigned for exclusive use by the radiotelephone o

utilities ard wo were set agside for wire line carrier use. Three
other frequencies were assigned for special and safety purposes.
Oaly ome frequency zilocated for the wire line carriers is
utilized by General and Pacific in the LAEA tone signaling system
because in 1967 when the FCC decision appeared imminent, he took a
thorough lock at the alternative methods of utilizing these new
frequencies and concluded it would be wasteful for each company to
take a frequency and bulld duplicate systems in the same geogrephic
azea since the technology was available for multiple carriers to
provide service oa ome frequency and thereby to preserve the othexr
frequency for sdjacent geography. Later he discovered that Gepezralls
engineers had independently gone through this same soul-searching,
and arrived at a similar comclusion. As a comsequence, Pacific met
with Gemeral, beginning in late 1967, to explore the technical
practicability of frequemcy sharing. They thought their way through
the frequency sharing corcepts and also identified the weak link.
The weak link was then the zvaileble equipment for use between the
landline t'e‘l:ephone network and the radio transmitters. It was too
limited in capacity, wasteful of telephone numbers,and expensive.
Consequently, a decisfon was made to apply curreat computer
technology to this intermediate equipment to scerue the advantages
of superior service and lower cost, and to realize the efficiencies
of automation by removing human operations from the process. They
developed a bid specification. The winning bidder was' the- Canadisn
£ize,0xiczon Data Systemz Yimdred. That was the begix:n:!.ng of a




C. 9395 et al. 1lte *

close working relationship between Pzeific, General, and Omicron, the
zesult of which was a machine superior to the original specifications.

No other equipment development was required to complete a
total working system. | k \ B

The other mejor equipment items of the system ares

1. The telephone network itself.

2. The radio transmitters which are stendard
commercial units. '

3. The radio receivers or pagers. Some companies
bad developed new state-of-the-art pagers for
the 150 Mz frequencies. Each one wes a
very sophisticated, well manufactured,
appealing packege. Howzsver, the manner
La which eech accomplished its paging .
function wes so different that Pacific’s
system e:ig /%o be tailored to a given
Yecelver— to obtain lowest cost and
System optimization.

The system consists of an input tetwork of foreign exchange
and local lince comnecting the message telephone network, the
Omicron computer terminal in downtown Los Argeles, and the radio
transmitters which broadeast the signal messages. The computexr
terminel, which contains two computers for full redundancy, bas &
present memory capacity of 100,000 receiver numbers and an input
capabllity of 10,200 signa! messages per hour. This existicg
capacizy will sexve about 44,000 receivers. The computer terminazl
autometically evalustes and reports the status of system components
by means of teletype machfnes. It elso performs a continuous
bookkeeping function, and every hour points out standaxrd deta Sor
traffic engineering purzposes. In order to gain access to the system, a
customer dials, from any telephone, one of eleven normal 7-digit
telephone numbers to reach the computer terminal. When the tezminal,

17/ Martin-Marietta.
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in effect, answers the call the cugstomer provides it with five
additional digits, which are distimctive to the receiver that the
customer wishes to contact.  These last five digits must be inmputted
by & push button multifrequency dialer (TOUCE-TONE pad) L8 - This is
much faster than a rotary dfal so relatively lZttle computer

- texminal time Is wsed in obtaining the receiver number. The recelver
selected for the IAEA system {s manufactured by the Martin-Marfetta
Corporation. It is ome of oniy two production pagers in the world
todey thet uses digital Instead of analog data.®y It is claimed
that this recelver has a number of advantages for the user and for
the carrier. There Is circuitry in each receiver that continuously
tests the accuracy of the incoming information. If the accuracy is
‘not of e sufficlently high value, the receiver will not accept the
sezles of aumbers immediately following. The result is that each
recelver zumber can be trensmitted as many as eight times, using
several transmitters. The recelver, therefore, has the ability and
opportunity to select a stromg, accurate radio signal. Another
advantageous festure of the Martin Marietta xecelver is its use of

a system identification code, which 15 regularly interspersed in

the information stresm continuously broadcast by the radio trans-
witters. The identification code assigned to the LAFA system Is
unique - it {5 ot assigmed elsewhere in the nation. As an exzmple,
an individual with service in Pittsburg, using a Martin Marfetta
recelver, carnot use it with the Los Angeles system, since that
peger will not receive its own system identification code and its

1¥ (R} Registered trademazk.

197 Digital data - data represented in discrete, discontinuous
form, as contrastad with analog data represented in :
continuous form. Digital data are usually represented by
set2t§. of coded characters (e.g., numbers, signs, symbols,
e -~ - .
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non'.'.ogic circuits will therefore become elect::ically dormant. This
sane axrangement makes it impossible to use a Los Angeles receiver
elsevhere and can be expected to reduce or eliminate recelver losses.
This dornoncy featuxe is also uwsed in conjunction with the other '
circultzy to greatly extend battery life in the receiver. A claimed
advontage of the LAEA system is the multiple transmitter arrangement
located within the Los Angeles cxea itself, which I3 superior o
systews using one or two high elevation txaasmitters. To realize its
potential, paging service must be asble to penetrate the various
big-building portions of the serving area with a strong, acéurate
radio signal. It Is gererally accepted that 20 to 40 dbu of

signal will be experded in pemetrating large buildings. In non-
technical terms this means that over 99 percent of the signal
available outside of the buflding will be consumed just in the
penetration process. Transmitters should be withia about 3 miles of
heavy-structure bulldings for rellesble performence.  Additionally,
there are many ranges of hills fa the Los Angeles area which crezte
radio shadows withous usable signsl strength on the present ome and
two transmitter systems, These problems are ritigated by the
transmliter arrangemeat in the IAEA system and the system 2s
desigrned should furnish adeqaate service throughout the LAEA.

‘(G) Technical Competence of the Operator
Paclifie

Pecific £s one of 21 telephone operating sabs...d:t.aries of
the Americsn Telephore and Telegraph Company (Americen). Ameriean
also owns Western Electric Company which manufactures and installs
equipment for the operating ccmpanies. American and Western Electric
each owns 50 pexcent of the outstanding capital stock of the Bell
Telephone Laboratories which is a research and development
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organization. The operatiug companies, Western-Electric, and the.
Bell Telephone Laboratories, together with American, form the Bell
System. '

As of December 31, 1972 American owned 89.72 percent of the
voting securities of Pacific., The total voting power of all Pacific
stockholders on thar date was approximately 157 million votes, of
which.American had approxdmately 141 million votes.

P2cific operates throughout California. It is estimated
that approximately 93,000 square miles of California’s total area of
157,000 square miles are supplied with telephone service, and
Pacific renders service in sbout 50,000 squsre miles of this area,
with exchanges in 52 of the 58 counties in the State. The only
counties not served by Pacific are: Monmo, Alpine, Lassen, Modoc,

Del Norte..and Santz Barbara. With approximately 11.3 million
telephones out of the State with a total of about 14.3 million
telephones at the end of 1972, it was estimated that Pacific served
approximately 80 percent of the total population of the State.

Pacific presently provides paging service in the San Diego area using
the Bell Systems' automated 150 MHz FM paging, which was first offered

April 10, 1972 in Pittsbuxrgh, Penasylvania, where the -Bell Telephore
Company of Pennsylvania installed and is. oPerating such a system

using.Maxtin Marietta equipment of the type prOposed to be-use&";n
Los Angeles by Pacific. and General. |
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. ' N
'

Pacific testified that it intended to purchage its Martin
Marietta equipment from Wegtern Electxic at a price higher per :
recelver than it could purchase the identical receiver directly from
Martin Marietta. ‘ | |
Gereral | o
General is a member of the Gereral System, of which the
domestic telephone opera.ting' subsidiaries comprise the largest
independent (non-Bell} teiephome system in the Urited States. Gemeral
Telephone and Electrouics Corporation (GT&E) 1s the parent company
with commumications, manufacturing, and research subsidiaries.

Geperal, which is by far GI&E's largest telephone
subsidiary, operates in approxdmately a 10 000 square mile area in
Central and Southern California,:serving 250 commun...t:[es in: portions
of 16 counties.

AT present, Gemeral provides citywide personal sz.gnaling
sexvice in the following telzsphore exchaonges: Lompoc, Oxnard,

Saata Barbara, Santa Maria, znd Ontario-Pomona. ‘
Geperal testified that it was going to purchase pagers

for its proposed LAFA system directly from Martin Marietta Instead
of from one of Its associated companies.
There is no doubt that Pacific and General could prov‘ de
adequate service. |
() Fizancisl Zntegrity of the Operator
Thexe can be no doubt that both Pacific and General could -
support the financial requirements of the proposed system.
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We turn now to the igsues as stated at the prehea:::[ng "
conference. | - -
Issue No., 1 : , o o
Are the parties authorized to provide present and proposed
personal signaling or paging service subject only to tariff sheets
belng accepted for filing and being permitted to go into effect?

Anong the many documents filed in these proceedings was
a petitlon dated September 28, 1973 by which Pacific sought Interim
authority to institute the proposed signaling servicg.pendiz_:g final
_.<determination by the Commission.  Complainants replied on |
November 23, 1973 2% Cce of the major issues In these proceedings,
Whether Pacific (and General) zequire additional authority pursuant |
to Sections 1001 and/or 100_2,2v{73 thoroughly argued by Pacific and |
cozplainants in said filings. '

'Acco'x:d'.’.ng to the staff, in order to facilitate the.
Commdssion's consideration of this important issue, its opening
brief analyzed the various arguments by reference to Pacific's |
petition and complainants' reply. It is the staff's conclusion that:

"Pacific and Gemeral hold mo so-called statewlde
franchise rights which exewpt them from the
ggtggification requirements of Sections 1001 and

"At pages 14-18 of its petition, Pacific argues
that it needs no certification because it has a
franchfse to furnish telephone service on a state-
wide basis. Apparently Pacific claims it may
provide telephone service of any lind whether

by wireline, tome, signal, radio link, or etc.,
aoywoere within California. The staff dissgrees.

20/ General f£iled nothing. Pacific's petition was not acted upon
by tke Commfssion. 4 - R

2Y/ Pacific's petition and supporting attachrents consists of 43
page.S. Complainants' reply conmsist of 49 pages of argument
and 15 pages of attachments. . . ST T
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"Pacific cites as the leading authority for its
position the decision In Postal Tel. Cable Co. v.
R.R. Comm. 200 Cal.463 (1927). WwWhile Pacific
accurately quotes from the decision, the language
of the cowrt must be comsidered in light of the
facts of the case. Petitionmer, Postal-Tel Cable
Co, was continuing an orderly expansion of its
telegraph service by construction of a line

from Niland to Calexico. There were mo protest-
ants. There was no apparent encroachment on the
sexvice area of a competing utility. Wkat the
c¢ourt esseantilally held was that Postal Tel. Co.

Inc. did not need to acquire additional authority
each time it constructed s mew line.

"If Pacific's contention were correct, no RIU and,
indeed, no landline utility in this state could
assured of protection from ruinous competition.
vexal, because of the same 'statewide franchise
Tights' of its predecessors would merely have to
construct additionmal lines to begin se the
eatire LAEA and/or the emtire state. Comt tal
Telephone Co. could do the same. The chaos such
e¢xpansion would cause is obvious. Yet, if
Pacific's position were adopted the Commission
Wwould be belpless to prevenmt it. There is no
lvdfcetion by the Court im the Postal-Tcl. Co.
Case that it understood its d ion woul
$0 Interpreted.

"Purthermore, as pointed out by complainants in
their reply to Pecific's petition, the decision
@St be considered in 1light of telephonc and
telegraph operations cirea 1924. Microwave,
radio~iink, radiotelephobe sexrvice etc., were
wwkoowa, The court was considering well defined
expavsion by construction of lines end wires.
There is no Zndicatican the court imterded to
hold once end for all that every 'frenchise
bolder' covld provide telepbone corporarion
Sexrvice of whatever as yet wndiscovered nature
anywhere In the state oo a willy-nilly basis.

e is no indication thet the court evea com-
sidered such a proposition.

-78~
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"Furthermore, to recognize statewide franchise
rights of Pacific or General would be inconsistent
with past Commission decisions precluding the
expansion of said utilities to areas not already
served, See, e.g., Sylvan B. Malis éCoast' Mobil-
%hone Serv:’.ce))v'.' General Tel. .y L. y 29

Indeed, in Malis, supra, p. 114, we did state that “Section
7901 of the Public Utilities Code is ‘inapplicable to the facts in thi
proceeding. By that section the Legislature tendered a franchise
to all telephone and telegraph companies to use streets, public
highways and places for comstruction and operation of telephone or
telegraph line." Malis applied Section 7901 to wire link, as
odesed to radio link, service. However, in Malis, the Commission
did authorize the General Telephone Company to establish mobile
telephone service without additional certification, categorizing the
offering in the language of Section 1001 as a normal "...extension
of telephone service within or to territory already served by it,
necessary in the ordinary course of its business." Decision
No. 72165 (Re _George W. Smith (1967) 67 CPUC 16), though not on all
fours with the facts in Malis, reiterates the inapplicability of
Section 7901 for authority for radio paging service. ,
. Complainants would go further with Smith than to just
preclude reliance by Pacific and General om Section 7901.
Complainants argue that Smith precludes reliance upon: Section 1001
as well. However, because of the dissimilar factual situation before
the Commission we do not view Smith as authority in the circumstances
before us. Since Smith, the FCC bas issued its Guardband decision
(12 FCC 2d 841) May 8, 1968, providing for the assignment of separ_ai'e
guardband frequencies to the wireline carriers and the non-wireline
carriers, and the Commission has'considered the question of whetber new
cerctification is needed for radio paging service where two-way mobile
radio telephone service is already provided. (Jack Loperema (Radio'
Dispatch Fresno) v Fresno Mobile Radio, Inc. (1970) 71 CPUC 645.)

-79- .
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In Loperena we held that an RTU lawfully providing two-way
mobile telephone service "may, without additional certification, '
provide one-way sexvice within a concentric service area as an
extenslon necessary in the ordinary course of busimess'.

Pacific, in its brief, argues that:

Radiotelephone utilities, as well as Pacifie,

are 'telephone corporations' operatiag 'telephone
lines’ gnder the g;blic Utilities _ggdet.l The
principles upon which Loperena is based are
therefore as applicable to ICS as to Pacific.
Since such 'an extension ([is] necessary in the
ordinary course of business' (71 C2l.P.U.C. at
654), no authorization is required by Section 1001
or 1002 for the provision of that service.

"The complainants in this proceeding would

have the Coxmission narrowly and unlawfully

apply the Loverena decision. The RIUs uxge

that form be given precedemce over the substance

of the Loperena decision. In form, tkhe Commission
referred to radiotelephone utilities in the

provision of two-way sexrvice rather than telephone
corporations gemerally. The RIU argument appears to
be that although RIUs are telephone corporations, the
Coxmission should apply blinders when applying the
Loperena decision; applying it only in the case of
RTUs niot_in the case of wireline telephone corporations.
Such "constructioa’' would be unlawful. RIUs are
telephone corporations as are wireline telephone -
companies. ‘ ‘

"In the Loperena decision itself, the Commission
ippliidda proper public interest comstruction when
t ruled: -

1"

'Because of the reasoning stated above we
should not recuire a certificate for any
tWwo=way operator wno institutes concentric
one-way service. Toe least confusing way

to accommodate this necessity to the literal
words of statute is to hold that any
construction involved in such growth is
"necessary in the ordimary course of business''
(Section 1001, Public Utilities Code, Mimeo
Opinion, pp. 7-8, emphasis added)."
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It is contended that Loperema is distinguishable on its
facts from the presemt case. For example, it is argued that in the
present case a higher percentage of the existing mobile units are
company owned. Even if this be true, the applicants also service
the public at large. Such an attempt to distinguish the rule in
Loperena is unconvincing. Nor do we accept the ratidnale-whichfargues
we drafted Loperena to apply to "RTUs" only. We broadly discussed
the service in terms of its technology: "...it should be noted that
any two-way system offers the potentiality for.one~way-use;‘ e .« « It
does not appear that the California Commission bas ever affirmatively
determined that such a distinction is necessary for the accomplishment
of cur own regulatory objections...” (Loperema, supra, 71 CPUC 645,
647.) | r ._ o R
In holding that a new certificate is nbt-neceésaryrto-provide
one-way service within a two-way service area, we said: -

"Does Defendent's One-Way Service Require A Certificate?
[1] Certificates of public convenience and necessity
issued under Section 1001 of the Public Utilities
Code are, strictly speaking, authority to comstruct,
rather than to operate. It Is technically
practicable for an RIU offering selective two-way
mobile commmication to add ome-way paging service
throughout its two-way sexrvice area without any
necessary additions to its transmitting equipment, and
consequently without any construction requiring a
certificate. ‘

"Thus we czmmot rely on certification of comstruction
as a wniformly useful tool to regulate the transition
from two-way only to two-way plus paging operationms
within concentric service areas. ‘

"To require a certificate in those instances where an
RIU has chosen a form of paging requiring some
construction would work an urreasonable discrimination
based on accidental differences unrelated to any
requirement of sound regulation. It might indeed
lead an operator to select a paging system requiring
no certification over altermatives offering better
service to the public.'" (71 CPUC 645, 649.) |
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_ Thus, in determining 1f a new certificate was needed, we
looked at the service being performed. It is not necessary to look
to whether the entity is an RIU or a wireline telephone corporation.
We agree with the staff in its dbrief when it states:

"It is not disputed Pacific ard Gemeral have

been providing two-way mobile telephone

service within the area proposed to be served herein

by one~way tome sigrnaling service. Pacific

and Gemeral are telephome corporations within

the meaning of Sectiom 234 and are subject to the

provisions of Section 1001 regarding extemsion

as are ‘grandfatkered' RIU's. No reason can be

found eitber in logic or in law for treating

Pacific and Genexal differently from RIU's

with regard to provision of cme-way service within

an area already served by two-way.'

Both landline companies and RIUs are "‘telephone
corporations” within the purview of Public Utilitfies Code Section 234.
As such they are equally emntitled to assert the rights provided
by-Section 1001. o ,

Complainants argue that Section 1002‘app1ies and- requires
additional authority, regardless of the applicability of Section 1001.
Section 1002 speaks in terms of umexercised franchises. Complainants
present no court or Commission case in support of their_conrention.
However, this Commission did mot hold Section 1002 to be a bar in
the Loperema case, finding the grandfathered RIU had a right to
provide onme-way service within Its two-way service area even
though the RIU had not been exercising its pre-existing right to
provide this service. Similarly, Section 1002 presents no bar in
thfs case and authority under Section 1COl is adequate.

Issue No. 2 _

| Would it be in the public interest to permit the proposed
taxiffs filed by Pacific and Genmeral to become effective, public
interest being deemed to include but not limited to relevant

consicerarion of alleged anticompetitive impact of such actibn2  |
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The 23 days of hearing in these proceedings allowed for a
full development on the record of whetber the public interest would.
be served by institution of the service as proposed. After having
reviewed the evidence we conclude that the public interest would.
be served by allowing Pacific and Gemeral to compete in a fair
manner with the RIUs presently providing one-way paging serv:f.ce in
the 1AEA.

The Commission is mindful that the decision to allow or
disallow an applicant authority to compete, and the decision as to
the conditioms of operation, should be weighed for antitrust
significance when determining which course lies in the public
interest. (California Power Agency v Public Utilities Commission
(1971) 5 Cal 3d 370.) The RIUs concern with competition from
landline carriers is not takem lightly. We realize they pioneered
one~-way paging service In the LAEA, and now that the market looks
attractive economically, competitors seek to enter.

On the other hand, we have held that a policy of fostering
limited competition between the landline carriers and RIUs can
have a bemeficial effect on the development of the commumications
art and industry. (Sylvan B. Malis (Coast Mobilphone Service) v
General Telephome Co. (1961) 59 CPUC 110. )
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&8 we said in that case:
"Desirability of Competition

"As is the case with other types of commumication
ttilities, both the FCC and this Commission have
sphexes of regulatory authority over the opera-
tions of radiotelepbone utilities. [3] Where
regulatory authority is so divided, the public
interest demands that the policies of the two
jurdsdictions be sufficiently consistent to
pPrevent an impasse under which business cannot
be conducted because of ome jurisdiction thwart-
ing the mandates of the other.

"Brought to the fore by this proceeding is the
question of the desirability of permitting
competition between a radiotelephone utility of
the miscellareous common carrier class and 2
landline ut{lity providing general telephbone
sexvice. In all instances, the furnishing of
mobile telephonme service by either class of
utllity {s possible only upon the issuance of a
radio station licemse by the FCC. [4] As set
forth in Exhibit No. 15 in this proceeding,$
the FCC has encouraged the development of
competitive public radiotelgggne systens
through the provision of a ly of
frequencies within which the development of

"8 FCC Memorandum Opinion and Order, adopted
December 21, 1960, in Docket No. 13900,
in re Application of General Telephome
Cowpany of California for a construction
Pexmit to establish a mew two-way common
carrier station in the Domestic Public
Land Mobile Radio Service at Santa Barbara,
California (Station KME 440), in which
Mobilphone appeared as a protestant.”




C. 9395 et al. 1ltc /lmm *

common carrier modlle zradlo systems b
enterprises other than existing telephone
coxpanies may take place. In establishing
that policy, the FCC notes that its deter-
minations have been effected advisedly, and
with the stated purpose, among others, of
fostering the development of coapeting systems,
techniques and equipments., The FCC expresses
the view that this purpose, in the light of
experlence since 1t was so stated in 1949,
has proved to be salutary. This Commission
expresses the concurring view that a policy
of fostering limited competition has a
beneficial effect on the development of the
communications art and industry. The

pursuance of such a policy by this Commis-

Sion will, In a mammer comsistent with the

established licensing policies of the FCC,

o far toward assuring optimum wtilization
California of the respective portions of

the radio~frequency spectrum allocated by

the FCC to telephone utilities as a class and

to miscellaneous common caxxiexs as a class.”

Pacific and General propose a system designed by the
Martin Marietta Corporation which tramsmits a high speed 1200 bit
per second digital-type sigmal. The RIUs' Motorola designed system
transmits an analog type signal. This diversity of systems,
techniques, and equipment is precisely what the FCC hoped to foster
when it established separate and distinct groups of radio frequencies
for the RIUs (MCC) and landline carriers in the Guardband decision,
12 FCC 2d 841, 850. | o

The contention of the RIUs that they will suffer irreparable
injury is not supported by the record. Pacific and General have
operated two-way mobile systems in the LAEA in direct competition
with the RIUs for years. There has been no evidence or claim of
irreparable injury with regard to said service by any of the parties
1o this proceeding. To say that the same situation would not obtain
in the rapidly expanding one-way market cannot be defended on this
record. | - : o
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Certainly the competition among the various RIUs in the
LAEA resulting in aggressive promotional activities, and rapid
development of improved equipment and facilities, has provided
benefits not only to the public but to the RTUs. The evidence
shows that a majorit_y Ibf the complainants are enjoying sttdn.g- -
customer growth.within the limits of their frequency capacities.and
an improving financial condition. (Exhibit 70, Attachments B and E.)

In 1967 there wexe 1,847 paying units in service in the
LAEA, and in 1972, 8,960. Staff witness, Mr. Popence, estimates
that at the past growth rate of approximately 33 percent per year
there would be 24,000 paying units in service at the end of 1976.
His estimate must be considered comservative for it does not take
into account the effect of additional promotion and popularization
were Pacific and Genmeral allowed to provide service. Furthermore,
the 1973 annual reports of the LAEA RIUs filed with the Commissiom, -
of which the Commission may take judicial notice, show that the
1973 wnits in service totaled 13,697 or 3,197 more than Mr. Popenoe's
conservative estimate of 10,500 based om the 33 percent growth
rate (Exhibit 70, Attachment C).

Pacific and General presented 12 public witnesses who
generally agreed that there was a need for altermative service and
that competition would be beneficial. Obvicusly, additiopal
witnesses could have been called, but the witnmesses presented
represented a good cross section of the business commmity. Another
point to comnsider is that sales are often related to an effective
program of promotiocn. Several of the public witnesses were
unfamiliar with the complaining RIUs and their service. It is
reasonable to expect that the entry of the landline companies into
the high-speed paging arena with attemdant advertising, promotion,
and word of wouth commmication will result in general public'
awareness of the nature of the sexrvice available, :‘.ncrea.-sihg the
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number of subscribers for the landline services or their competitors.
We axe convinced that the opinion of the staff is correct, that the
provision of sexvice by Pacific and General will encourage the RIUs
to continue their progressive marketing and to stay abreast of the

state of the art, to the benefit of customers in the IAEA and the
general public. ' .

Of importance also are the recently affirmed polic:f.es of the’
FCC and this Commission of fostering competition among the various
types of carriers. Pacific and General propose to provide a
technically "new" service over guardband frequencies as do the
RIUs. In allocating the guardband frequencies, the FCC stated it
intended to fostexr fair competition between the RIUs and wireline
carriers (12 FCC 2d 841, 850, Af£'d. 409 F 2d 322). '

While this Commissior is not bound by the policy
determination of the FCC, certainly it should be fully considered.
It is in the interest of all concermed, utilities, customers, and
regulatory agencies, that coordination of federal and state
regulatory policy be sought rather than avoided.

In recent actions it is clear that the FCC support:s the
undressing of pelicies which have restricted competn.tion a.mcng the
various classes of commmication. (E.g., Carterphone, 13 FCC 2d
420, Telerent leasing Corp., 43 FCC 2d 487, 45 FCC 2d 204, and the
specialized common carrier cases discussed in MCI Communicationms
Corp. v American Telephone & Telegraph Co., 369 F Supp 1004.).

This Commission recently joimed in the movement toward
increased competition. In Decision No. 84127 issued in PT&T v So..
Pacific Co., etc., on March &4, 1975, the Commission held that
it would De in the public interest to allow Southern Pacific to
offer a point-to-point microwave service as an altermative to
Pacific's traditional private line and MIS services. ' In doing so
the Commissicn took note of the FCC's recemt policy -chax'xge'.‘
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"Additionally, while we are not bound to follow
policies emmeciated by the FCC, we should comsider such
policies carefully and take notice of major nation-
wide developments in the industry. Recent actions
of the FCC show that that agency has relaxed the
principle of regulated momopoly in favor of allowing
limited competition. The FCC has found that the
waste, if any, in duplication of facilities was
found to be outweighed by the advantage of offering
¢ertain classes of consumers a choice. (Decision
No. 84127, Mimeo. p. 19.)"

To be more precise, these most recent promouncements of
the FCC are merely further development of an expanding policy
favoring competition, which had been tentatively set forth in the
early consideration of miscellanecus common carriers (Docket
No. 8658, 13 FCC 1190 (1949)). | f

The staff is very concerned, however, that Pacific and
General should not, by reason of size and resources alome, be able

to stifle the steady growth of the RIUs , thereby in effect reducing
competition rather than fostering it. This is ome reason why the
steff recoumends that Pacific's and Gemeral's rates be competitive
with the RIUs rather than lower and that Pacific and Genmeral be
required to periodically file reports which will emable the staff
to assess on an ongoing basis the operating results and competitive
impact of their provision of this advanced service. -

We are concerned that the rates not be wnfairly low so
as to be uncompensatory and destructive of the RIU competitors. In
this proceeding, for the first time, Pacific's and General's
paging service rates were tested. The record shows that Pacific’s
San Diego Bellboy system showed a rate of returm of .25 percent for
the year 1971. This service is not recovering the full cost of " |
sexvice. The record shows that for the year 1971 Gemeral's three
paging systems were producing (.91%), 11.41 percent, and 1.69 percenmt
rates of return. For 1972, Gemeral's four paging systems produced
rates of retuxrn of (.34%), 12.59 percent, 3.65 percent, and (4.07%).
From this record it appecars that omly Gemeral's Santa Barbara system
is producing its fair share of system revenue. o

-88-~
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Such figures reveal a danger that the general ‘body of
ratepayers may subsidize the landline companies' radio commmication
services. Based on these facts, as well as the previously nmoted
analysis and testimony of Mr. Popenoe, we will adopt the staff's
recommendations as to rates, and further, require Pacific and Gemeral
to report regularly on results of operatioms so that the staff
way monitor the results in a timely fashion.

Complainants challenge the sharing by Pacific and Generz1l
of the computer and certain tramsmitters. It is without quest,ion,
however, that sharing makes sense from an ecomomic standpoint. More-
over, complainants have apparently entered into the same kind of
sharing arrangement. We see no anticompetitive problems when both
the landline utilities and RIUs have entered into sensible shariﬁg-
arrangements.

Under Pacific's and Gemeral's proposal, calls to the LAEA
control center im order to access the system and reach a paging
wmit will be either toll-free or cost just onme-message unit. This is
obviocusly a highly marketable feature.

Conplainants contend that the FCC's intent in the _G_uaLdban__d_
decision, 12 FCC 2d 841,22/ which allocated guardbands to wireline
carriers for use in providing signaling service, was to require the
same feature be provided to customers of the RIUs. We agree. In
fact, a thorough reading of the Guardband decision indicates that
the actual allocation of guardband frequencies to wirelinme carriers
was conditioned on provision of said feature.

We axe not convinced that provision of toll-free sexvice
to customers of RIUs is sound from a ratemaking point of view. Pending
development of further cost information, however, we recognize the
intent of the FCC and require that Pacific and General provide the
sape toll-free or ome-message umit feature to customers of LAEA R:L"Us
as would be provided to customers of Pacific and General.

22/ Exhibit 11.
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Findings | B

1. One-way tome sigpaling service consists of a pocket radio
receiver, carried by a person, to which a coded radio signal is
transmitted which activates the receiver thus notifying the. person -
to perform a predetermined actionm. ‘

2.. Pacific, Genmeral, ICS, Intrastate, Mo‘bilfone, ‘and' Radio
Page are telephone corporations within the meaning of Section 234 of
the Public Utilities Code. : :

3. Pacific and General, or their predecessors, have continuously
furnished public utility commmications services in Califormia since
prior to the enactment of the Public Utilities Act in 1911.

4. Neither Pacific nor Genmeral has ever applied to this
Commission for a cerxtificate of public convenience and necessity to
coustruct any facilities as both ¢laim a statewide franchise
pursuant to Section 7901 of the Public Utilities Code. ,

5. Pacific presently furnishes two-way mobile telephone
sexvices in the LAEA. The service area contours of its proposed
one-way tone signaling sexrvice fall fully within the concentric
service area of Pacific’'s existing two-way mobile telephone services.

6. General presently furnishes two-way mobile telephome '
service in LAEA. The two-way mobile telephone sexrvice area contours
of General include generally the LAEA, except Pasadema-Monrovia.

7. ICS, Imntrastate, Mobilfome, and Radio Page are each duly
authorized to provide radio paging service within the LAEA in
accordance with their respective tariffs on file with this Commission.

8. 1I1CS, Intrastate, Mobilfone, and Radio Page are presently
providing ome-way tone signaling service in the full 1AEA, ‘

9. The LAEA RIUs share facilities.

10. The sharing of facilit:i‘.es by Pacific and General is
economically sound.
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11. The service proposed by Pacific and Genmeral is technically
different from, and Incompatible with, service now being provided
by complainants or that being installed by complainants. |

12. There is an unfulfilled demand for the type of persomal
signaling sexvice proposed by General and Pacific.

13. Provision by Pacific and Gemeral of ome-way tome signaling
service will stimulate the growth of the market in the LAEA and
provide desirous competition to the RIUs.

14. Pacific and Gemeral's proposed service will not

significantly hinder the ability of the RIUs to provide similar

service so long as the rates and competitive practices are fa.ir
and reasonable. ‘

1S. The rates for radio paging sexvice proposed by Pacif:.c and
General would not provide an adequate rate of return and are thus
noncompensatory and unreasonable. '

16. Establishment of rates as proposed by Pacific and General
would be destructive of competition by other public uti.l:.t:.es which
provide radio paging service in the Los Angeles area.

17. The rates as proposed by the Commission staff, and adopted
herein, will be compensatory after several years when starting up
costs are recovered.

18. The rates adopted herein axe of a level comparable to the
rate levels of utilities presently furmishing paging service and are
adequate to the extent that Pacific and Genmeral will neither have
a competitive advantage or disadvantage with- respect To., o:her
carriers. : ‘

19. To assure that the radio paging service of Pacific‘ and
General is compensatory in the future these utilities should be
required to file quarterly reports on the number of servioes‘
provided and annual reports on earnings of the service.
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20. Provisiod of an alternate sexvice as provided herein by
the landline carrfers to that of the existing RIU serv1ce-would be
in the public interest.

21. In accordance with the FCC policy, Pacific and General
should be required to permit toll-free message calls in the LAEA

by customers of the RIUs, pending development of further information.
Conclusions ‘

1. Neither Pacific nor General may institute paging service
within an area wherein it does not already provide telephone
sexvice without first securing a certificate of public convenience
and necessity from this Commission pursuant to the terms of
Section 1001 of the Public Utiliries Code of the State of California.
2. Pacific and General may newly institute personal paging
sexrvice within an area wherein they already provide two-way mobile
telephone service, without first securing a certificate of public
convenience and necessity from this Commission, pursuantlto:the
terns of Section 1001 of the Public Utilities Code. .
3. The requirements of Section 1002 of the Publzc Utiliczes
Code do not apply to this proceeding. | ‘
4. The public interest is to be served by instetution of th°
proposed service.
5. The sharing of facilities by General and Pacific is not
anticompetitive, |
6. Pacific and Gemeral's proposed rates are not reasomsble.
7. The staff's proposed rates are reasonable and should be
adopted. | . .
8. The staff's recommended conditions are reasonable and
should be adopted..
9. Case No. 9450 should be dismissed. _
10. The tariffs suspended and investigeted in Cases Nos. 9396,
9397, 9715, and 9716 should be permanently suspended. | ‘
11. Cases Nos."9396, 9397, 9715, and 9716 should be discontinued.

-
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12. It is reascmable to require Pacific and General to permit
toll-free or cme-message calls In the ILAEA by customers of the RIUs.

IT IS ORDERED that:

1. Respondents The Pacific Telephone and Telegraph Company
(Pacific) and Gemeral Telephone Company of Califormiz (Gemeral)
are authorized to construct and operate an automatic ome-way radio
paging service within the Los Angeles Extended Area and to provide
sexvice at the rates and under the conditioms set forth in |
Appendix B attached bhereto, after filing tariffs in accord with the
provisions of Gemeral Order No. 96-A and making such tariffs I
effective on not less than five days' notice to the Commission and .
the public. | o

2. The tariffs suspended and imvestigated in Cases Nos. 9396,
9397, 9715, and 9716 are permanently suspended.

3. Respondents Pacific and Genmeral are directed to prcvide
circuits which will permit customers of radiotelephone util:u:ies in
the Los Angeles Extended Area to place paging calls at a cbarge not
to exceed chaxges to Pacific's or Gemeral's paging customers for
similar service.

4. Respondents Pacific and General shall file quarterly reports
showing by months inward movement, outward movement, paging services |
provided, and number of customer-owned and utild ty-pravzded s:f.ngle
and multiple address paging units in service at the end of the
month divided between units used by the utility and revenue
producmg units furnished to customers.

5. Respondents Pacific and Gemeral shall f£ile annual eammgs
statements setting forth the revenues, expenses, plant, rate base,
and return associated with the radio paging service authorized herein.
Such statements shall include details of imvestment in paging =
equipment by types of equipment and the annual equivalent of trumk

=93~
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costs priced at tariff rates. There sball also be included a ‘statement
of Qircct and overhead expenses showing the method of allocation.
Included with the statement shall be details of marketing and
promotional expenses incurred including those incurred indi.rectly
through normal sales efforts.

6. Respondents Pacific and Gemeral shall f:tle annua‘.l. statements
setting forth the costs of providing toll-free or one-message unit
sexvice to their paging customers, as well as to the radiotelephone
utilities' customers, pursuant to Ordering Paragraph 3 above.

7. Cases Nos. 9395 and 9450 are dismissed. |

8. Cases Nos. 9396, 9397, 9715, and 9716 are discontinued.

The effective date of this order shall be twenty days after
the date hereof.

day of

Com:xissionor Teonard Ro-s, bcm; CRCI
nocessarily absent. did not participate’
in the d:...pos:uon of r.m: pmeedm&. S
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APPENDIX A
Page 1 of 2

LIST OF APPEARANCES

Prehearing Conference ~ September 19, 1972

Complainants: Philips B. Patton and Warren A. Palmer, Attoruneys
at Law, for Eaus%...aI Communications Imc., lintrastate

Radiotelephone, Inc, of Los Angeles, Mobilfone, Inc., and
Radio Page Communications, Ire.,

Defendgnt in C.9395 and Respondent in C.$396: Milton J. Morris,
Attorney at Law, for The Pacific Telepkome and lcicgreph

Defendant in C.9395 and Respondent in C.9397: A. M, Eart, '
H. Ralph Snyder, Jr., and Dearis L. Delkert, by H. Ralph
Sayder, Jr., Attorney at Law, for General Telephone .

y of Califormia.

Interested Parties: Robert E. hy, Attorney at Law, for
Small Business A tration (U.S.); David G. Berg, for
American Mobile Radio, Inc.; Carl Hi:ls%d, Attorney at Law,
for Radio Dispatch Corp. and R. L. Mohr dba Radio Call;

Bea Warner, for Orange County Radiotelephone Service, Inc.; )
Patrick J. O'Shea, Attorney at Law, for Alrsignal of California; and.

oseph 4. ey, for Central Exchange Radio/Telephone.

Comigsion staff: Janice E. Rerr, ‘Attormey at Law
and Paul Popenoe, JT. v : ’

Hearing -~ November 10. 1972

Interested Parties: Philil for 'Salinas ‘Valley' Radio
Telephone Co.: Fraﬂc_ﬁ%%r Chalfont Commumications;

Rober: 1. Moh+ “T67 K. L. Mohr dba Radio Call; Peter A. Nenzel,

Tor Yel-Page, inc.: and George L. Oakley, for
Commenicetlons Cors.

Fearing -~ Jume 15, 1973 .o .
Protestant: Donald R. Cook.. for Fresno Mobile deio Irc. .
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 APPENDIX A
Page 2 of 2
Hegring - November 26, 1973
Defendant in C.9450: Ro P. Downeg, Attormey.at Law, for
The Pacific Telephone and relegraph Company.
Defendant in C.9395 and Respondent in C.9397: Donald J. Duckett,

Attorney at Law for General Telephoze and Telegreph Gompany
of California

Interested Party: Glen E, Stephens, At:t:o-ney at an for Mard.n ‘
Marietta Corporat:ion. .
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| RATES |
The authorized rates for The Pacific Telephone and. Telegraph Company

and General Telephone Company of Californmia for tone-only rad:Lo
paging service in the Los Angeles excended area are: '

RATES

‘ Non—Recumng . Rate per

Service Charge Month
Paging service ,. | |
(a) First cemtral office code number  $20.00 - $ 8.00

(b) Bach additional code subscribed :
to at the same time - o 8. 00

Paging receivers _ \ - _
(2) Each one-number receiver . - 12. 50 ,
(v) Each two-number receiver - ) ‘ \ 13.25

SPECIAL CONDITI oNS -

Service under the above schedule is offered only w:.th:.n the Los
Angeles extended area.

Service under Rates 1 will be furnished to either customer—owned
or utility-provided paging receivers. '

Customer access tO a paging c¢ode at the utility's central office
requires use of a touch-tone telephone or an awdliary tone—address
pad at rates set forth in the Supplemental Equipment Schedule.

The minimum billing period is one month. TFor service furnished
for periods in excess of one month the £inal bill will be adjusted
for the proportional period for which service was rendered. :

All charges for radio paging service are due and payable in advance.

Where a utility-provided paging recedver is used the applicant for
aging service will establish his credit pursuant to Rule No. 6
% Rule No. 5 for Gereral Telephone), Establishment and Reestablish-
ment of Credit. Where a deposit is required the amount. will be ‘
$50, subject to refurd, with interest, when the pag:.ng rece:.ver

is returned o the utility. - ‘ -




