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Decision N¢. _4_~_~_~ ___ 

BEFORE THE PUBLIC UTILITIES CO!Vli~ISSION OF THE STATE OF CALIiO.iNIA 

In the ~atter of the Application of ) 
EVANS TELEPHONE CO~.~?Ar..'Y) a corporation, ) 
for an order authorizing increases and ) 
changes in its rates for exchange ) 

Application No. 33967 

telephone service .and miscellaneous ) 
supplemental services. ) 

William Logan, F. V. Rhodes ,a.nd John H. 
Evans~for applicant. 

Californla Independent· Telephone Associa-
. tion, by Frank v. ~hode5, interested 

part; California farIl, Bureau Federation 
and Patterson Farm Bureau, by Eldon ~. 
Dye, interested parties. 

J.!:I. Balcomb and L. La ThorLT.od;'for the 
commission staff. 

/ 
/ 

,/ 

Evans Telephone Company, a California corporation-; by the 
" 

above-entitled application filed December 22, 1952, seeks an order 

of this Co~~ission authorizing increases in rates and charges for 

exchange telephone service rendered in the Patterson exch~nge in 

Stanislaus and Santa Clara Counties_ 

A public hearin,~ in the n.a tter was held before Exami,ner 

E~erson on :~y 21, 1953 at Patterson. 

Applicant's Position and Request 

Applicant alleges that expenses of operation durin~ the 

last few years have increased to such an extent that present and~:~' 

estimated future revenues are insufficient 'to nJeet ::>uch expenses 

and produce a net revenue which will yield a fair return on its 

invest~ent in telephone plant. 
", 

'Applicant cor,;pleted its conversion to dial operation'on 

r'~rch 21, 1953. Its presentation, as well as the COIiZlission staff's, 
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in this proceeding assumes that full dial operation is available 

throughout the year 1953. 

The rates which applicant: proposes \-/ould increase gross 

local service revenues by approximately ;0 per cent. A comparison 

of presently effective basic exch~nge service rates, together with 

certain supplemental and Ij~leage charges, wi th .. thos~ which applicant 

has proposed is shown in the following 
".' . 

tabulation: ..... .... , . 

. . :eer !~.ont1i : K.!lte 
Present !'!.ate Resuested. Rate 

Item l-'atterson: ~~estley Patterson: V:estley 

Resid~nce 
i-Party $2.75 $$.75 $4.75 $8.75 
4-Party 2.25 5.25 3.50 5,,25 
8-Party 3·50 4.50 

10-Party 2.60 ;.$; 
Extension 1.00 1.00 1 .. 25 1.25-

Busine 55 

13:25 i-Party 4.25 13.25 7.25 
2-Party 3.75 7.75 6.00 7.75· 
S-Party 4.50 5.25 

lO-Party 3.50 4.75 
Extension 1.25 1.25 1.50 1.50 

~ilea~e Char~es .... 
i-Party,i/4-mile .50 .50 .75 .75 
2-Party, 1/4-~ile .35 .35 .60 .60 

. 4-Party, 1/4-I:!ile .25 .25 .40 .40 

Farmer Line Servi'ce 
ReSidence .75 .75 1.25 1.25 
BUSiness 1.25 1.25· 1.75 1.75 I{Jinimum. 3.75 3.75 6.25 6.25 

The rates shown above are for service with a handset. 

Present wall-set rates are 10 cents per month less. The requested 

rates would eliminate the wall-set diffe~er.tial now applicable. 

Applicant's Operations 
.: ~ , 

Telephone service in the Patterson exchange was first 

· · · · 

offered in 1913 by John H. Evans. In 1932 the ownership and 

:na!".agement of the systerr. was assumed by his heirs under a copartner-. 

ship. Evans Telephone Company was inco;rporated Decen.ber 17, 1951 
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and by Oecision No. 46622 in Application No. 32994, issued Janu~~~ 

1952, this Commission'authorized transfer of-the telephone 

properties to ·tr.e corporation.:' 

The Patterson exchan~e comprises two sueurban areas with 

a ease rate area at .. Patterson and a special rate area at Westley, ' 

service having'been' established to the latter as an' unattended 

dial office in Augus~ 1950. Patterson was placed in service as a 

dial office on'r~rch 21; 1953. Coincident· with 'conversion to full 

dial'opera~ions, toll functions on weekdays between S p.rro.and 

7 a.m.;' and all day on Sundays' and holidays, were assumed- by The 

Pacific Telephone and Telegraph Company at Modesto. Applicant 

anticipates that all operator func~ions will be undertake~ by the 

Pacific: company early in 1954 when Pacific's facilities may be 

ready'£or such s~rvice. 

'.' As of· December 31, 1952 applicant served 1,377 stations 

consisting of 1~163 primary stations, 201 extensi'on stations- and 

13 'service stations~ As of the -sante date applicant owned 107 

miles' 0-1'" pole' line, 13 miles of cable containing 719 miles of wire, 

and 613 ~iles of aerial wire. 

Summary' of Presentations 

Except as·indicated Of a balance sheet as of June 30, 

1952 and an i:ncome statement'covering the period' Janu..-:lry 1 to 

June 30, 1952, applicant :r.ade no' presentation'respecting the 

results of its operations during the year 1952 •. Applicant's show

ing was confined'to'the estimated year 1953 in which it assumed 

that full dial operations ..... ere effective throughout 'the entire 

year. 

The Commission s~af.f presented detailed results of 

operations as recorded. by applicant for the years 1951 and 1952 and 

related ther:. to'staff-determined rate' bases for the respective 
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'Periods. The staff also pres'ented the rfesu1ts of operations for 

the y~ar 1952 adjusted so as to reflect during that year the full 

effect of dial operations. The adjustod year 1952, therefore, may 

be considered a "pro foma" showing. In addition, the staff 

presented a detailed estimate of 1953 operations, assuming full 

year dial operation, under various toll operatin~ arrangeLents. 

The respective showings arc s~rized as follows: 

Yp.ars 1e51 and 1952 
CPU' Staff 

.. Year 19~1: .. );ear I:22~ ." .. .. 
Item Recorded .. rtecord.ed. : Pro, ,to'orma .. 

.. .. 

. . 
Operating Revenues $79,172.13 $86,132.27- $$3,600 
Op~rating Expenses 

55,610 .. 73 63,L.95.75 ;7,800 Before Taxes and Depr. 
Tax"s S,326~14 9,L.96.L.L. 8,L.SO 
Depreeiation _6zL.62~S4. 71.j~2.9'2 11 z070 

Total Opere Exps. 70,399 .. 71 80,5 .. 14 78,;;0" 
Net Revenue 8,77Z.42 5;807.13 ;,2;0 
Rate Base (D~pr .. ) 87,800 ,131,900 247,SOO 
Rate of Return 9.99% L. .L.01~ 2.12% 

Estimated Year 1922 

Item 

Applicant, :., CPUC Sta.ff 
Pr~sent :Requested :Present :rtequested: 

Operating Revenues 
Operating Expenses 

Before Taxes and Depr. 
Taxes 
D~preciation 

, Total.Oper. Exps. 
Net Revenue 
Rate Base_(Depr.) 
Rate of Return 

Rew~nues 

Rates : kates : Rates .. Rat~s : 

$S6 ,L.L.3 .. 57 $112 ,L.12 .11 $ 8S, 600 $113, $50 --70,904.19 61;000 61,000 
13,330.13 11,090 19,360 
12 ~ . 0 11 700 11 700 

7 ,. , , 
15,252.29 L.,SlO 21,790 

235,677.23 25$,200 25L.,500 
6.L.7% 1~S6% 8.56% 

(Red Jo'i,gure) 

Applicant's gross revenues under pr~sent rates are 

greatly influenced by toll servic~ revenues and particularly oy the 

toll settlexr.ent arrangerr.ent between applica.nt and The Pacific 

Telephone and Telegraph Company. During the years 1951, 1952 and 

1953 toll revenue's exc~ed 40 per cent or e;ross revenues under 

-lpplicant f s pr~z.ent L.ethod or operation. 
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As above-tJ,entioned, applicant's operations may not beconJe 

a full Community Dial, whereby the Pacific Company will perform all 

operator functions, for perhaps another 12-month p~riod. However, 

when that sitU3tion docs occur applicant's operations will become 

sOr.'lcwhat stabilized and the ensuing period rr.ay be considered normal. 

In this ?roce~ding the Commission staff presented evid~nce 

~eflectinr va~lous toll operating arrangeoents and the effect of such 

arrang~m~nts on earnings and urged acceptanc~ of the results of 

operations based upon the toll settlement offered by the Pacific 
. . 

Go:npany under full CDO operation. Applicant indicated its full 

intention to proceed with such CDO operation. In view of such evi

d~nce respecting full CDO operations we adopt, as reasonable esti

mates of gross revenues for the normalized year 1953, the sums of 

$70 ,000 under pres~nt ratec and ;~103 ,000 under the rates which 

applicant proposes. 

EX"Oens~s 

The major difference in operating expense ~stimates ari~es 

from th~ treatment accorded land and building usage by the company. 

Applicant rents space under a,le~se arrangement with its own 

officers whereby the r~ntal price is a perc~ntage of revenues. 

Applicant has included such rent as an operatin~ expense. The 

Co~ission st~ff, on the other hand> consid~red rentals based upon 

revenues as improper and therefor~ included the cost of the land and 

~he depreciated historical cost of the buildins and furnishings in 

its rate base estimate. By so doing, the rentals are removed from 

operating expenses and applicant obtains reasonable earnings on the 

value of the facilities used. 

In view of the evidence we adopt the sums of $72~000 and 

$$1,000 as reasonable estimates of normal operating expenses during 

the year 1953 under present rates and under proposed rates 

respectively. 
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Ra.te Base 

As in est~~tes of operating expens.~,s the ~rincipal 

difference between applicant,'s and the staff's presentations arises 
," 

from the treatment accorded rented faciliti,es. Other differences 
, ' 

occur in the derivat'ion of the a.verage depreciation reserve and in 
, , , 

the calculation of an allowance for working cash. Both applicant 

and staff gave full recognition to the recent dial conversion and to 

the plant rehabilita:tion a~';-reinforcerr;ent program .. 
, •. • ..;.. ' , .. ~ r"I t ~ " ~" 

In view of the entire'record, we adopt as a reasonable 

average rate base for the year l'9S}' the sums of t254 )000 under 

present rates and $251,000 under ap~i'icant' s proposed rates. 

Customer Participation 
I.', ., ,~\..., 0' 

J.I '., , 

" "06' •• 

Four' 'of app'licant' s subscribers testified as to service 
• '. • I . :,'" ~ I • I 

conditions. In the r:r.a.in they sp,oke of improved S,~~;ice during 

:'ecent years but had specif~c cOIl'lplaints regarding inability to 

obtain an operator, delays in making toll calls and noisy and poor 
. . ' , . ~ . 

, 
reception. Applicant attribu'tcd the L;ajority of such cordplaints :t<? 

, " 

the noroal uncertainties/and troubles attending'i~s dial cutove~. 
" 

, , 
' ... k 

It promised an investigation'of each instance and a correction of 

any deficiency found.. The daY'be~ore the hearing applicant had 
, ' 

discovered that certa;n switching equ~pment at tiIllCS was 'll~lfunc~io~ ~ 
," • . I,~.·· ," . , !._ 

ing and. applicant was then in the proce~s of correct~ng such trouble. 
, , 

Such defect would aecount for many of the delays conlplained of. In 

addi tion, however, a greater nUIl'lber of trunks are needed between 
, .. .... . .. 

Patterson and rr.odes'to. Applicant and the connecting company should 
·'," .. 1, . 

take immediate steps 'to provide the needed facilities. 
, ',I, 
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Conclusions 

R~lating the above-adopted revenues, expenses and rate 

bases indicates net revenues and rates of return as follows: 

Estima. ted Average Year of 1953 

~ 

Operatin~ Revenues 
Operating Expenses 
Net Revenue 
Rate Base (Depr.) 
Rate of Return 

Present Rates 

$ 78,000 
72,000 
6,,000 

254,000' 
, 2.36% 

Proposed Rates 

$ 103,000 
$1,000 
22,000 

251,000 
8.76% 

It is clear that applicant is not now earning a reason

able ~eturn, nor will it if present rates are con~inued. Applicant 

is entitled to a betterment of its earning position. The rates 

which applicant requests, however, would produce an excessive rate 

of return. We shall authorize rates which should produce gross 

revenues of approxi~ately $94,600 which, after deduction of $79,400 

for reason&b1e to'tal operating expenses, will yield a n'et revenue of 

$15,200. Such net ~evenue, when related to an average 1953 depreci

ated rate base of $252,;00, will yield a rate of return of 6.02 per 

cent. We find such rate, base and rate of return to be reasonable. 

Authorized Rates 

Basic exchange service rates, authorized hereinafter, 

are as follows: 

:~~~~~Ra~t~e~~~e~r~M~io~n~t~h~~~ __ ~ __ : 
: Patterson Base· Westley Speeia~ 

______ C~l~a~s~s~i~f_i~c~a~t~io~n~ ________ ~R~a~t~e~A~r~e~a~ __ ~ __ ~Ra~t~e~A~r~ea~ ____ : 

Residence 
1-Party 
4-Party 
8-Party Subu~ban 

10-Party Suburban 

Business 
I-Party 
2-Party 
S-Party Suburban 

10-Party Suburban 

$4.10 
3.20 

3.50 

6 .. 50 
5.25 

4.50 

, -7-' 

$6.00 
5.00 
3.50 

9.00 
7.00 
4.50 
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Applicant will be required to file a revised and 

modernized set of rules together with current fonts us'ed in connec-

tion with service to its subscribers. 

Applicant will be required to develop a progran. for 

up-grading Patterson lO-party service to $-party service. Upon 

receipt of such prograrl, the Commission, by suppler,.ental order I '-"'" 

herein', :lay direct applic~nt to undertake the iwplementing of said J 
progr~. 

o R D,E R .... -----.. .. 

Evans Telephone Corr.pany having applied to this Commission 

for an order authorizing an increase in rates and charges for 

telephone service, public hearing thereon having been held and the 
catter having been submitted for decision, 

, " IT IS P~REB~ FOUND AS A FACT that the increases in rates 

and charges authorizec. herein are justified CiLnd that present rates, 

in so far as they differ from those herein prescribed, for the 
future are unjust and unreasonable; there.f'ore, 

IT IS HEREBY ORDERED that applicant is authorized to file 

in quadruplicate with this Commission, after the effective date of 

this order and in conformity with General Order No. 96, the sched

ules of rates contained in Exhibit No. 1 in this proceeding as' 

specifically approved or modified by Exhibit A attached to this 

order and, after not less than five days' notice to the public and 

to this CommiSSion, to make said rates effective for service ren

dered on and after August 1, 1953, except that increases in 

installation charges shali be made effective on applications' 

received by the utility on and after August l; i953. 

-$-
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IT IS HEREBY FURTHER ORDEKED as follows: 

1. Within ninety days from and after the effective 
date of this order applicant shall file in quad
ruplicate with this Commission, in conforn.ity 
with General Order No. 96, rules governing 
subscriber relations revised to reflect present
day operating practices, together with the 
current forms that are normally used in connection 
with custo~er service. 

2. On or before January 1, 1954, applicant shall 
submit to this CommiSSion a prograt. for the up
grading of all'lO-party suburban service to 
8 -party suburban servi ce • Said progran. shall set 
forth in detail the plant faCilities, costs and 
periods of time required for corr.pletion of said 
program. 

The effective date of this order shall be twenty days 

after the date hereof. , 

Dated a~z1~tU~~, California, this ~~ 
day of -:ge??2L ,195) • , 

Commissioners 

Cot:r.:!!'l ~ 1, on 0:- ' .. . ~:'!.~f.:~ .. ~!, .. g~~. __ .• "being 
noccos~~~~y ~~~~n~, ~1d not ,~tici~~t~ 
in the dla~osl~lon of th1~ ~=ocoed1~g •. " 
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EXHIBIT A 
Pa.ge 1 of 4 

RATES 

The rates" cMrgeo a.nd conditions set forth in :::xhibit No .. 1 in thiz 
proceeding are a.uthorized as specifically a.pproved or modifiod hereinafter. 

Prel~~nnrv Stntement , 

Schedule No. A-l, Fl~t R~te ExchAn~eService 

R.ltes and conditions a.s sho\o,n in ExJ;1i~it No. 1 a.re a.pproved except 
that the following rates are a.uthorized. 

Each individual line primary station 
Each 2-party line primAr,y station 
Each 4-rarty line primary station 
Ea.ch extension sta.tion 

Schedule No" A-2, ~!.ile~l1e R.~te3 

~all, De~k or. F~nd~ett Station 
a..~te per rv10nth 

~J estle~ SpecinJ. 
B~se&~te Are~ . ~te Are~ 

Business Re3ieenceBusiness Residence 
Service Service Service Serv:i.ce 

~~6.50 ~4.10 $9.00 $6.00 
5.25 7.00 

1.50 
3.20 
1.10 1.50 

5.00 
1.10 

Ra.tcs ar.d eond.itions a.:3 shown in .Exhibit No .. 1 arc approved except 
that the !'ollo'Wing ra.tes a.re .luthorized. 

Rate tor Each OneJ.),w.rt~r Y..ile 
or Fraction Thereof 
Ai~line Moasurement 

Each individu.'ll li."lC primar-J station ......... . 
Each 2-party line primary stll,tion ............ . 
Each 4-party line p~ry st~tion •••••••••• 

Each extension st~tion line: 
Where the ter6iMls :lre in different 

buildin~~s on the :JaInC continuous 
property: 

Each one-o.uarter mile or fraction thereof 
Where the tcrmin3ls are on nor.continuous 

property: 
Fir~t one-quarter mile or fraction thereof 
Each additional one-quarter ~lc or 

fraction thereof ••••••••••••••••••••••• 

k.':l.t~ mr Nonth 

$0 .. 60 
.40 
.30 

1.00 

2.00 

l .. OO 
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Schedule No. A-.3. Suburb.'ln S~rvice 

~BITA 
Page 2 or 4 

Eates and conditions .:lZ ~hown in Exhibit ~io. 1 a.re ap~ovec:. except that 
the following rates_are-authorized. 

Each pri~ry ~tation •••••••••••••••••• 
Each extension ~tation •••••••••••••••• 

Sched~le No. A-4. Farmer Line Service 

W:tll. De~k or H..~ndset St.3.tion 
RA-l:.e m r Month 

P03.tterzon ~icstley 
.10-Party Service S-Pnrty Service 
~iness R~siQencc Bu,ines3 Residence 
Service Servic~ Serviee Service 

¢).;o 
1.10 

.. " ," 

1:4.;0 
1.50 

;3.50 
1.10 

Rates and conditions as shown in Exhibit No .. 1 a.re approved excert that 
the tollowin~ rates are authori:ed. 

Each farmer line station inc1~dine extension stations $1.50 ::;0.8; 

Schedule Ko. A-5. Su'!")",lp.mentlll E;..,'li i'l'/'Ien+~ 

~tes, eharges and conditions as shown in Exhibit No.- 1 arc approved 
except that tho rollov~ng rates and c~~eec n~e authorized. 

Exten3ion oell, gong •••••••••••••••••••••••••••••• 
Eolch buzzer cirCuit, inclucing push button, 

buzzer., battery, and 50 teet or wi~ins •••••••••• 
Eaeh .a.ddi~ional 'Push 'out,.-;on ........................ . 
Et).eh ado.it.ional -ouzzer ......................... _ ••••• 

Sehedule No. A-6.. Joint U Mr Service 

In~ta.llation Rate 
Ch:trlrce Per 1~io'flth 

~2.25 30.60 

3.00 
1.00 
1.00 

~40 
.20 
.20 

&.tes and. conditions as ~ho\t,':l in Exhibit No. 1 are a.pproved except 
that the tollowinz r~te is authorized. 

Each joint user ~ervice in connection with flat rate 
business serv-.i.ec" per month • u......................... ~1.-50 
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EXHIBIT A 
I-aec 3 or 4. 

RATES -
Schedule No. A-7. Private Bra~ch Ey.ehnnge Serviee 

Rates, charges ~~d coneitions as shown in EXhibit No~ 1 ~re approved 
except that the tollowing rates are ·authorized. 

Cord type ~tchboard, nonmultiple: 
l·hximu.m cllpacity, 4.0 lines or less ••••..•••.................. 

Rate rl!r 
}klnth 

Each central office trunk line ••••••••••••••••••••••••••••••••• 9.75 
Each desk or h.:tndset sta.tion located in hotel guest room. ........ 1.10 

Sch~dule No. A-e. Key Syst~m ~rviee 

Rates, chsrgeG and conditions presently on tile to continue 
in e£!'ect except that the i"ollo ...... .l.nC- rate is authorized. 

Each central orriee trunk line ••••••••••• ~._ ••••••••• ~ ••••••••• 

Sehec!ule ~10. A-la, Semi'l':'ublie Service 

R,."te per 
M'onth 

''''9 71:. ;p • .; ... 

Rates, eharses and conditions as shown in EY~ibit No.1 are'approved 
except that the follo~"ng rates and charge~ are authorized. 

Ea.ch ind.:i.V"~du31 lirie coin-~x station: 
E~se rate area •••••••••••••••••••••••••••••••• 
W05tley spocial rate area ...................... . 

Each 2-po.rty li..~c coin-box station: 
Westley special rate area ••••••••••••••••••••• 

Sehedule No. A-ll t Interexeh.'l.n~o Reeeivin~ ~rviee 

Rate per 
Month 

$0.75 
.75 

.75 

l'~Cha.rge 
'1"')0'1'" D:\y 

Rates and conditions pre:;lontly on file to continue in e££ect. 

Sehedul~ No. A-14. Directory Listin~s 

Approved without change. 
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Page 4. of 4 

RATES 

Schedule N~. A-1S, Move ~nd Ch~nee Ch:!rg~~ 

Charges and condition~ ~s shown in Exhibit No. 1 ~re approved 'ex~cpt 
that the following charges are authorized and Par~raph No. 3, Private Branch 
Exchange S~tems, i~ not approved. 

Hoving .from one location to another on the same premi3es, each' :set 
Cha."'1ge in tYiXl or stylo not, required "='y eht:.n.'Ze in C~:I,Ss 1 . 

type or grade or :ervice or.t~ or operation •••••••••••••••••• 

Sehedule No. A-16. Service Connection Chntse~ 

'·'3 00 'J> • 

3 .. 00 

Charge::; and conditions a.s shown in Exhibit l'Jo. 1 are approved except 
that the ~ollowine charges are authorized. 

. ... , . . . Chllrc;e' 
Busin~ss . Residel'lee' 

Instrumentali tie s not in place: . 
Each -individ.ual,. party or auxiliar"J. line 
prima~ station •••••••••••••••••••••••••••••••• 

Ea.ch intercommunicating s~tem 'ba::ic equipment oo .. 

~ch intercommunicating system ::;tation, except 
operators' sets •••••••• ~ •••••.••••••••.•••••••• 

Instrumentalitics in place anel. no change of 
loca.tion or tYr...e or !'acilitics involved: 

Each service incl\:,d,ing 311 stations and suy.'lrlc-
~ento.l e~ui~::Ient connected thereto ............. . 

Each intercommunicating ~ystem, com~lete 
~lth t rurJ.c.s ••.• , 4,., ........................ • ' •••••• 

I, _ '" 

III I" • 

'" ... , ...... . 

$7.00 
7.00 

3.50, . 

3 ... 00 

3.00 

3.$0 _ 

3.00 

3.00 


