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BEFORE THE PUBLIC UTTLITIES COMMISSION OF TEE STATE OF CALIFORNIA =

Decision No. 69073

Application of JAMES TELEFPHONE COMPANY, )
a2 California coxrporation, and JAMES )
MUTUAL, TELEPHONE COMPANY, a Califormia g
nonprofit corporation, for a certificate
of public convenience and necessity for ) Applioatn.on No. 46237
permission to issue and sell stock, for (F:Lled February: 27, 1964)
authority to assume long-term note and

1lisbilities and to establish xates for

telephone service in and nearx.

Tranquillity and San Joaqui.n,

Caliform‘.a. : ‘3

Thomas, Snell, Jamison, Russell Williamson,
& Asperger, by Philip H. Wﬂeo William G.
Sebastian, Lowrence K. Martin, tor
applicant. ,

R. T. Pexxy, for the Commission- staff.

OPINION

By this application James 'relephone Company, a Caliform’.a”;: S

corporation (hereinafter referred to as James Telepbone) » seeks

(1) authority to acquire the assets and assuwe tbe 1:.abi1:I.t:’.es of
James Mutual Telephone Company, a California nonprof:f.t corporation o
(hereinafter refexrred to as James Mutual) > (2) a certificate of
public convenience and necessi.ty, 3 authority to issue and sell —- "
common stock and %) authority to establi.sh rates for said

telephonc service.

A duly not:l‘.ced public hcaring was- he]_d before Bxaminer e

Mooney at San Joaquin on September 17, 1964
James Mutual providos telephone serv:f.ce to :’.ts members

in the towns of San Joaquin and Tranq_uillity and 'I.n the surround:t.ng
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area of Fresno County 'by nmeans of comunity dial offices in 'both
towns. The area sexved is appro:d.matcly 295 square miles

(Exhibit 2). The number of membexrships in James Mutual was frozen

at 441 at the time the application.wasrfiled and as an interim.u,f‘:

measure, sexvice has been provided to additional parties on. payment
of an installation fee of ten dollars and the current monthly
charges made to nmeabers for similar service. o | H
ielephone service in.the area was»provided by-a land |
development company in 1920 and was continued by various\individ- B
uals after the land company~was dissolved In 1928 James Ranch
Mutual Telephone Association took.over‘and sold memberships for
75 dollars. Im 1951, it was incorporated as a nonprofit mutual
organization under its present name. , o o R
In 1961, new community dial cquipment was’ Installed in

San Joaquin and Tranquillity. About 60 percent of the installed,

capacity is in use, and there is adequate-Space for eXpansion. o

Operatoxr sexvice is provided by the Pacific Company at Fresno.-ull'
Me$sa3e toll sexvice is provided through a connection with Pacific%,f

toll lines at Jameson. The toll center of James.Mutual is at
San Joaquin. Toll czlls are now, handlcd manually, but i“ is 8
planned to replace this with direct distance dialing.u

_ James Mutual enploys a managcr, bookkeeper and throe
linemen. A board of five directors elccted annually by~the
wenbers control the business affairs. Telephone business is
transacted at the ‘home of thc hookkeeper. It has no~business f“
office. Material, poles, supplies and’ equipmenr are stored in

a yaxd and building at San Joaquin. . i
James Telephone proposes to issue 12, 672 shares,oi no

paxr value common stock 20 dollars stated value, as. consideration:‘ﬁ
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for the PrOPOSGd transfer, A,eopy of the proposed form of agreement
for aale is attached to-the application as Exhibit,B thereof The
sharos are to be distributed among the member5~of James Mntual
accordxng to the grade of membership. The menbershxp grades which
aumber five are basced on the type of telephone servmee provmded to N
a member and the infitial membership fees: paid to James.Mutual whieh
ranged from $100 to $500. The: proposed plan of divtribution.of the

sbares is as follows:

Membership "Numbe* of | Shaxes - o e
Grade " ‘Members : a Per‘MEmbergD‘_‘_‘flTotal?Sbaresﬁ;pgi~'m

N
h

I 389 . 24
T 32 ] 48
s f o '72;o*,*‘_-,., o
w | e
V' , S . B
Total o
Testimony and exhibits wexe. presented by tho manager of
James Telephone., He stated that he will sexve as manaﬂor of James
Telephone undex contract CExhxbit 4) if the application is granted
and that he has also been manager of the Kerman Telephone Company,
whxeh SCYVeS an area adJacent to James Mutual for 18.yoars, The
thaess testified that beeause of the increase in.members and plant v
investnment, James Mutual has grown.boyond the stage where Lt can
be operated as @ mutual company. | A "
The manager pOLnth out that The Paeific Telephone and

Telegraph Company had, in.the past, filed to serve approxlmately

n;ne square miles of the serviee area proposed to be served by Jamoep?_’

Telepbone. He introduccd in evidence a 1etter from Pacxfic dated
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September 10, 1964 (Exhibit 3) which states that it will £ile am

advice letter with the Commission to transfer thisareatoappli- e

cant,

The manager explained that the Kerman 'relephone Conpany
will handle all bookkeeping and office work for J‘ames 'I‘elephone |

undexr contract (Exbhibit 5) and that arrangements have been made with N

a local bank to handle collections from customers. : He stated that}_-

all stock issued by James ’Ielephone would be distributed to the

nembers of James Mutual in aeeordanee with the aforementioned plan‘

of distribution. The witness stated that James Mutual has an| out-".,'_ S

stand:mg promissory note payable to Automatic F.leetrie Sales

Corporation for the purehase of -centxal off:’.ce equipment-‘ that the o

balance duc on the mote on June 30 1964 was $37, 488 79 which'f |

bears interest at 6% percent per annum* and that the payee has» L

agreed in writing (Exhidbit K to the application) to have J‘ames”: R

Telephone assume the liabz‘.ln. . ’ |

The manager fuxther testified that James 'l‘elephone will .
show on its books all assets aequired in the transfer at the eostf, o
shown on James Mutual's books (Exhibit 10). He" stated that based-;: o

on the station count on June 30 1964 and the exchange rates pro-

posed by James Telephone (Exbibit 7) s the estunated operatn.ons for o s

the year 1964 would result in a met :[neome of $l7 766 (Exhiblt 6) )
and a rate of return of approx:’.nately 5% percent. _{ Cop:‘.es of’ the
proposed tariff and an amendment thereto were zntrodueed in
evidence by the monager (Exhibits 8 and 9. " _
Testimony and exh:’.b:.ts (Exh:f.‘bn‘.ts 11 and. 12) on behalf of

the Comm:x.ssion staff were presented by a f:'.naneial examiner and a
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utility engineer. The staff evidenee was'as7follows*L Janes‘Mutnalfp:h-}n~

has a vexy comsexrvative capital structure of which 89 percent is
equity &nd only 1l percent is debt, the telephone plant and equrp—
ment are well-maintained and over 50 pereent of the present plant
has beenoplaeed in Operation sinee-1959 the books-of accounts of
James Mutual reasonably reflect the original cost of the telephone
plant in sexvice; on January L, 1964 the plant in. serviee was |
$343, 110 and the depreciation reserve»was‘$42 054 revenue from
toll servxee accounts for 60 pereent of: James Mutual s total
revenue; the exehange rates proposed byJJames Telephone would _
produce an estimated exehange revenue of $41 000 for 1964 whieh
together with the toll and,niseellaneous.revenue would result in a.
net operating Iincome of $24 100 and a rate of return of 7 74 per—
cent based on the staff rate base of $311, 200.

The staff recommended that James Telephone be authorrzed
to issue stock and aequire the assets ane assune the liabilrtzes "

of Jomes Mutual aS‘proposed in the application. The exohange rates B

proposed by James‘Telephone are, aeeording to the staff exeessrve.v’

The staff recommended a rate of return of 6 5 pereent on “the. staff

rate base and suggested an alternative seale of exehange rates thatﬁ-‘

would produce an estimated $34,000 in exehange revenue and a 6 5
pereent retura for 1964, The staff did not take exeeption to the
mrleage, toll and other mrseellaneous eharges reeonmended by
James Telephone. | | L

A comparxison of the present exehange rates assessed by

James Mutual with the exehange rates proposed by James Telephone
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and- ‘by the Commission staff together with the station eount for SO

each class of service on June 30, 1964 is set forth below-

Number of Recomended Rates
Scxvices James Mutual James B
6/30/64 Present Rates Telephone Staff -

Busincss:

1l-Party . $9.50 $1L.50 . - $7.75
2-Party - 7.00 ‘ -7 50~-', - 6.25 7.
4-Paxty 3,00 ‘ .~ 5,000 5.000
Suburban ' >.00 - 5,000 5750
Extension 1.00 1,250 0 L.250

, Residence <

1-Party | 9.50 6,00 500
2-Party 23 7.00 5.00 - 4000
- 4-Party 276. .00 3,000 3.2y

Suburban 161 5.00 4,000 4.00
Extension 110 1,00 . ‘_l 00.; 1 00‘;' .

~ After consideration of the evidcnce, the Connission finds

that: | |
1. Public convenience and. necess:.ty require and will require
that James ‘I.‘elephone acquixre, construct and operate as a public
utility telephone coxporation the telephone system now operated by
Janes Mutual within tbe towns of San Joaquin ond Tranquillity and
the surrounding arca of Fresno County as shown on’ the map in |
Exhibit 2. ' R | fy

2. James Mutual is now offering telephone serviee to all
within its arca of service and therefore, seeIcs to operate as a
public utility. | B

3. The transfer of the properties of James: Mutual to. James
Telephore is mot adverse to the public interest. |

be James Telephone should be authorized to acquire the
assets and assumc the liablilities of James Mutual in aceordance

wn.th the terms and eonditions of the agreement dated January 20




1964, which is set forth in Exhibit B to the appiication;‘ with
respect to the issuance of stoek as contemplated by said Exhibit B,
James Telephone should be authorized to issue not to~e1eeed 12 672

shores of no par valuc common stoek'wlth a otated volue of $20 per

shaze 2ad 2m aggregate statod value of $253—440 to-Jamos.Mutual the*;

- monky, property or labor to be procured or: paid for by‘the issuance :

of such sccurities is reasonably required fo* the purposes set forthw"‘

in the applzeatzon hereln ond such PUTPOSCS are not in whole or iu l

part, reasonably chargeable to operati .g expenses o to’ income.‘u,V :

5. The c¢stimates of operatiug revenues, expenses, 1ne1uding
taxes aud depreeiation, and the xate. buse as submitted by the staff;_
in Exhibit 11 as amended by Exhibit 12 in this proeeediug for the |
test year 1954 arce zeasonable for the purposes of prese*fbing rates.“

herein.

are just and zcasomable.

? 7. Except as modified by Finding 6 ubove, the sehedules of

rates and charges proposed by Jomes Telephone in Exhibit 8 as
amended by Exhibit 9 are just and reasonableo ‘?

- 8. Any inereases in any rates or eharges or. more restrletfveq]
orovmszons of any rules which may result from tbe sehedules of.
rﬂteu and charges hereinafter authorized ore Justified and existing
rates, charges or rules of James Mutual insofar as they differ
from those hercinafter outhor’zed are, as of the date wﬂen James
Telephonc shall estoblish its oerviee, ouust and unreasonable.-~e

9. The net operat;ng revenue prooueed by the-rotes referred'

to in Findings 5 and 6 above: for the test year 1964 will prov*de a '
rate ‘of retura of 6.5 perceat on the—depreeiated rate base of | >
$311 200 estimated by the staff, which rate of returu and rate baseffi'

axre . Just and “easonable.

AY

6. The exchorge rate5.5°88°5t¢a'bY‘thc*stéfffihﬁtghibitﬂlzﬂg[fmpu‘:w
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10, James Telephone should be required to use thc straight-a“fafl
line remaining life method for calculatinb deprcciation accruals and
to subnmit depreciation studies toAthe Commission at intervals of

thxee yeaxrs ox whenever significant cbanges oecur which would affect o

depreciation rates. ‘
1l. James Telephone should be rcquired to maintain its books

of account in accordance with thc Uniform Systen.of Accounts for K

Class Asand Class B Telephone Companies prescribcd by thc Comnission. o

Altbougb applicant $ revenues estimatcd by the staff for 1964 would
classify it as a Class C company, a modest increase in revenues in
the near future would result In. its bc-ing classified as a class B
conpany, and the Class A and ClaSS~B-system.of accounts would.be

appropriate.

Based upon the foregoing findings of fact, the-Conmission f;gflﬁvf

concludes that the application should be grantcd to tthextent

hereinafter authorizcd. In all other reSpects-the-application is
dcnied ‘

j? The certificate to be issued herein is subgect to thc
following provision of law: '

The Commission shall have no power to’ authorize the
capitalization of this certificate of public conven-
ience and nccessity or the right to own, operate,

or cnjoy such certificate of publie convenience

and neccessity in excess of the amount (exclusive. .

of any tax or .annual charge) actually paid to the -
State as the comsideration for the iIssuance of

such cextificate of public convenicnce and ncccs-
sity or ribht. ‘

In issuing our ordcr hcrein, we placc applicant and its
sharcholders on noticc that the Commission does not regard the

nunbcr of sharcs outstanding, the total stated value of the no-par

shares mor the dividends paid as. neasuring the return.which applicant y““ﬁ
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 should be allowed to esxm on its investment‘in.plont énd“tﬁot‘the'fdt"'“"

authorization herein given is not to be construed as a finding of

value of applicant's stock or propertieS-nor as indicative of

aoounts to' be included in proceedings for the determination of Just”'\

and xeasonable rates. Purthermore, Janes Telephone should be oware-*
that 11:., journal entries used to record: the acquis:‘.t:!‘.on of the

telephone system and properties and assumpt:l‘.on of the 1::‘.abil:.t1es

of James Mutual may be req_uired to be modified 'oy direction of the o

Commission.
oenen,.f

ITISORDERED that: A

1. A certi.ficatc of publ:!.c convenience and necessity is | |
granted to James Telephome Company, a California corporation, 5__
author:.z:‘.no it to acquire, conmstruct and operate a pnblic utility"
teleohone system.witbin the towns of San Joaquin and Tranqnillity?dz
ond the surrounding area of Presno County as. described on.the mopje
in Exh:'.b:.t 2 in this proceed:{.ng,. | | _ |

2. On or after the effective date of th:ts order and on or o
before Decembex 31, 1965, James Telephone Company may acqtire tbe'
telephone system and properties and assume the 1iabi1itie of
James Mutual Telephone Company, a California nonprofit corporat:[on,
in accordance with the terms and conditions set forth :£n I:xhibit B"
attached to the opplrcation.herein. | | .

3. James 'Ielephone Company, on or after the effective date :" |
of this order and on or before. December 31, 1965 for the purposesf‘ |
hexeinabove Specified may :Lssue and sell not to exceed 12 672
shares of its no pax velue common stock with a stated vnlne of $20‘

pex ‘share and an aggreﬂate stated valne of $253 4&0
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j 4. James Telephone Company, coincidentally'with the. transfer i
and salc hereinabove authorized, may entex iato an agreement*with
Automatic Electric Company, a Delaware corporation, successor to
Automstic Electric Sales Corporation, to assume all obligations |
remaining on the long-term.note dated December 31 1961, executed
by James Mutual Telephone Company in favor of Automatic Electric |
Sales Coxporation on substantially the terms and condrtions and in
the momner set forth in.Exhibit K to the application'herein.“

5. James Telephone Company is authorized to file 1n quad-"
ruplicate with thls Comnission, on ox after the effectrve date of
this ozder, in conformity with the provisions of Genoral Order
No. 96-4, maps and the schedules of‘rates and chorges and rules ['
set forth in Appendix A attached to this oxder, on,not less.than‘ﬁ
fivc days' notice to the-public and ‘to the Commission. L |

6. Jazes Telephone Compamy in the future shall determine yf'f o
the accruals fox deprecration by'drviding the origrnal cost of the“f.“
utility plont less estimated future net. salvage 1ess depreciation

¢serve by the estimated remaining life of the plant., Applicant

shall review the accruals when: magor changes rn utility plant
composition oceur and at intervals of not more than three years. '
Results of these revzews shall bc subnitted to this Commission.v.

7. Within sixty days after the acquisitionnof the telephone.- ‘
system and property herein authorized James- Telephone Company **.‘t' |
shall file with the Commrssron a copy of each Journal entry used e

ro recoxd the acquxsitlon on its books of<uccount.
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8. James Telephone. Company shall file w:.t:h this Comission
a report, or reports, as required by General Order No. 24-3, which*
order, insofar as applicable, is hereby nade’ a parc of this order.v

The effective date of this o::der shall be ten oay.; after-:;.
the date hereof. |

Dated at . | Los Angeles , California, th:f.s {of.__
day of _IMﬂ_[A‘_M‘ , 1965, T

v Conmissioners . - .

Commissioner William. M,. Bennet.t. veing:
pecessarily absent, did not parueipate
in the dis;;o..ition of t.his proceeding.

o
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APPENDIX 4
Appl:.cant 1s authorized to publ:.sh and file the .»chedule of ra
and charges and rules set forth in Exhibit 8 :Ln th:ts proceeding

erceot as follow3°

bppllcant shall publish and file the following.Individual and Party'
Lipe service mtos in lieu of those aown in Schedule No. A-l of
Exhibit 8 in thz.s proceedj.ug: ”
RATES o : | | L
. Wall, Desk or Hand [
- Setw Stations T
Rate per ‘Mont

. Residence Busa‘.ness:-;f;'_r_,:“-'*-";n -
. ‘ Service Servicoj:; .- ]|

Each individual line primary sStation wensseecesss SS.OO;_”’ $7 75
Each two-party line primary Station eeeesssecees 4.00° 6,25 "
Each four-paxrty line primary STtItIon cieeceesess 3257 5.00
LQCh e‘menslon Station .......‘.‘...O".....U... .00 ' l 25'

Applicant shall publish and: file ‘the following Suburban Service :
‘Rates’ in lu.eu of those shown in Schedule No. A—S of Exhibi’.t 8 in
this proceeding° ‘ e
¥ ' ‘ - Wall, Deskroxr. I-Iand, o

Set Statn.ons
Rate ner Month

Res:‘.den' _Bu‘;a'.ness
Service Semco

Each Six-party primory SCAtION eeveeeessecesaes $4.00 $5.75
Each extension stat:‘.on., with or without bell .. ‘1. 00" ,1.-25_

Appl:x.cant shall pu‘bl:.sh and £ '.tle the following Employees Service

L\ateo in lieu of those sbown in Schedule No. A—22 of Exhi‘bit 8 in
e -

thrs proceeding., | e J S

RATES ' ' " : 'f - Rate ner Month

Each employee residence - SO Regular filed ates- 4

Primary station sexrvice S © . less: SO/.
A1l other items of service , L 'Regular Fi’.led rates

‘Service Commection, inmstallation, Regular iled rates_a ”;i:
- move and change charges. o 1cs.> SO/. S :




