
Deci sion N'O. 4.7613 

BE?OP.E THE PUBLIC UTILITIES CO~ISSION OF THE STATE 0 F CALIFORNIA 

In the Matter of.' the Application 
of.' DOS PALOS TELEPHONE CO. INC." 
a corporation" f.'or authority: 

1. To enter into a loan agree­
ment ..nth the United States of" 
Amen ca under and pur suan t . to the 
Rural Electrification Act of' 1936, 
as amended, acting through the 
administrator of the Rural 
Electrification Administration (REA); 

) 
· · ) 
· · ) 
· · ) 

· ) 
· 
) 

~. To execute its promissory 
note to said United States of 
J~erica in the ~ of $254,000.00 
said obligation to bear interest 
at the rate of 2% :per annum,; 

3" .. To execute a...."d deliver a 
~ortgage of realty and chattels 
covering all of' the properties 
of appli cant as security for the 
pa~ent of said obligation; 

· 
) 

Application 
No .. 3'3380 

4.. To apply the procedds de-
1'1 vee .. f.'rom said note to the ex­
pansion" rehabilitation and 
improvement of the pl&l.t" :plant 
~acili ties" and of said system, 
and to disCh~rge certain obliga­
tions of t.."l.e company .. 

· · ) 
· · ) 
· · ) 
· · ) 
· · ) 
· · ) 
· ~--~~---~-~~---~--~- . 

. 
Linneman, Burgess, Tellas & Vw. Atta, by 

t. ~ Linnem,~, for applice.nt; E:.. R.:.. Dunlop 
and :L:.. L. Donovm, for the stz.fr of the 
Commission. 

, 

In this ~pp11c~tion the Commission is ~sked to m~¢ =n 

order ~uthorizing Dos Palos Telephone Co., Inc. to enter into a lo~ 

contr~ct with the United States of.' .Americ~ under the Rur~ Electri-

. ficc.tion Act of 1936" z.s Clmcno.cd, to execute 3nd deliver to the 
" 

United St~tes of America, ~cting ~~rough the Rural Electrification 

Admin1str~tion} a promissory note" or notes, in the aggregate 

pri...."cipcl cmount of: not exceeding $254,000, and to execute Clnd 

deliver to said gover.nment agency amortgcge of its properties ~s 
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security for the payment of s~id note, or notes. 

A public hCD-ring in this mC.tter was held in Sen Frcn~is~o on 
t II'!, 

Ju...""l.¢ 19". 1952, ct which time it was t~en under submission 'With 1ec.ve 

boing gr~tcd cpplic~t to file ~th the Commission, ot a later d~te, 
0, 

Z!..""l.y modification in the terms of the loon contract which might result 

from. further negotiations with the Administrator of the RIlral 

Electrification A~istration. Under date of August 14, 1952, 

counsel for ~pplicant filed additional infor.m~tion ~th the Commission 

znd the mztter now is ready for decision. 

Dos Polos Telephone Co., Inc. is engaged in operDoting c. 

telephone system in ~d about the City of Dos Polos, in the County of 

Merced, with l1nes extending into the County of Fresno. It reports 

its investment in its properties znd assets ~s of December 31, 1951, 

znd its outstcnding li~bilitics and net worth as follows: 

Assets 

Fixed. assets -
Telephone plcn t :l.""l.C cq,u1pmen t 
Less-depreciation reserve 

Net fixed ~ssets. 
CUrrent nssets -

Cash 
Accounts receivable 
Unbilled toll revenue 
Mr!.ter1als 2nd supplies 

Totcl current cssets 
Prep~y.ments and deferred charges 

Li~biliti~s gnd Net W9;t~ 

Long-term debt . 
Current liabilities -

Notes paYD.blc 
Accounts 'Pc.y~ble 
Accrued liabilities 

Total current liabilitios 
Contributions of telephone pl:mt 
Preferred stock 
Equity c~p1~ -

Comon stock 
Surplus 

TotDl equity cc.pit:ll. 

Toto.l 

Totc.l 
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$257,402.80 
32.5,,3$·96 

$ 7,000.00 
9,7.32 .. 96· 
It. 6S2·· 36 

48,495.00 
39.372.52 

$221,86:3.84 

16,039.14 
2.559,26 

lal4, ~ t6+~·..5A, 

$ 76,533.29 

21,415.32 
4,646.38 
50,O~0.OO 

87.867.55 

$Z49,462.5.4 



The long-te~ indebtedness ~d the notes pcyab1e h~d bcan 

reduced to $82,733". 2S as or March .31" 1952. 

Inc record shows th~t 3pplic~~tfs service ~rca comprises 

some 300 squ~rc miles, th~t it has 1,360 telephones in usc, ~d that 

it had 223 held orders es or June 1, 1952. The record rur~~er shows 

th:tt it hc.s 1,310 telephones in the northern half of its se:rvicc area 

~d only 50 in the southern hel:f', 'Which is a far.:n.cr line zone 'With 

the customers o~ing most of the telephone facilities. Applic~t 

reports thc.t this portion of its area now is being opened with 

irrigo.tion water being broug.."lt into :tt" and it estimates that there 

~ll be ~ substonti~l gro~~ in popui~tion and in telephone service. 

The testimony shows that applicDllt hc.s been faced 'Wi th ~, 

eontinutng progr~ to enlarge znd extend its facilities. It reports 

that 1lm:cdiately prior to World W~r II it served 408 s~:ltions, th.~t 

on December .31, 1948, it served 998' stations, ~d that, ~s stated, it 
." 

presently serves 1,360 stations. Applicant further alleges thc.t its 

pl~t is operating to ct-paci ty end that it is filced 'With the necessity 

of' enlarging its c€ntrc.l 0 frice eqUipment, of installing additional 

line a.."ld trunk facilities including polo line plont for additional 

circuit~" =ad of ~urCh~sing stction equipment, work tools znd building 

c.!l.p~ci ty .. not only to :meet tho requirements of n~W' customers but to . 

p:::'ovidc better sOrvice. It reports its c::..pi t~ requi:rem.~ts, in 

gcnc~<::.l, 1."'1 the cnount of $254,000 .. segrcg.?ted e.s tollows: 

Central office equipment 
Outside plent 
St~tion equ1p~ent 
L~clond buildings 
Othe!" equipment 
Mi scellcneous i tc:rns 
Engineering 
Refincncing of present 1ndebteenoss, including 

prepaymen t p encl ti es 0 f $2, 720 
Contingencies 

Totcl. 
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$ 54,900 
76,67l 
12,560 

3,000 
2,100 
4,116 

11,200 

85,453 
4,000 

$254?Qo'Q 
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It appcors that the prel1m1ricry engineering hos not 'been 
" 

co::.plctcd ~d o.t the heo.ring applicent was unable to infor-.a. -:he 

Com.ission definitely as to the na'blrc or the proposed expenditures 

for new construction. 

As stoted, applic=nt intends to 'borrow reoneys under the 

provisions or the Burel Electrification Act of 1936, o.s ~eneed. The 

~ to ~e Oorrowed will be rcpr~sented by ~ note, or notes, bearing 

interest at the rete of 2% per annum end p~y~bleover a period 6r 35 

years. The note, or notes, will provide th~t interest accruing on 

the principal for 0: period of three years Dofter the date thereof mcy 

be allowed to accumulate ~d 'be payable thereafter. It appears tho.t 

the borrower has the privilege of paying all or :my p~;rt,o,fthe 

pr1ncipal of the note" or notes, on any interest paj'lUen.t d2te. 

The proposed 'borrowing 'Will be ma.c.e pursuont to the terms 

of :.l 10Dn contract dated as of M?S,,~9', 1952, between ~pl'licant zmd 

the Uni tCIl States of A"1l.crico., acting through the Administr:Ltor or t..i.c 

~~ral Electrification Administr~tion, whiCh recites, ~ong other 

things, that it is intended for the govenuncnt to lODn the borrower 

n.."1 ~unt not i.."1 excess of $254,000 to fin~ce the i."':lprove."IJ.cnt ~d 

operation of its existing f~ci11ties ~d the construction ~d oper~­

tion of additional fo.cilities to serve 3pproXimate1y 300 subscribers 

in addition to those now being served, the 1tlprov~cnts ~"'lo. addi­

tional faci1i tie~ so fimmced ,being ::-eferrce to in 1;h~ loon contrc.ct 

0.5 the Project. The cont~act cont~ins, ~nong other things, ~ pro­

Vision that the goverr..mcnt sho.ll 'be under no obligations to edv~cc 

any funds or.. o.cc¢unt of the loan unless a.."1.c1 until the bo;t'rowcr ~ho.1l 

hDove delivered to the adrninistr~tor certain do~cnts~ ~cludin& 

evidence that it nes c.C:optcd Co tc.ril'£ whic."l c::.o\;:~ not include mileage 

or zone cn~rges for ruril ~ulti-party service ~d which ~ll provide 
I 
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revenues sufficient to meet all necessary expendituros? including all 

l.."ltorost and pl"incipc.l payments under the r..otcs. With respect to the 

extension of telephone service, the contr~ct contains the following 

section: 

nSec. 4.5. Are; C9ver~gQ. The Bor~owcr shall.furnish adequ~te 
telcphono ::;ervice to the wld.cst prn.cticc.blc nu.m'ber 0 f :rural estab­
lishments in the Borrowcr1 s telephone service arc~? as sucn aree is 
sho'Wn on the map which is 0. part 0 f the Borrower's application for 
the LODn, end which mo.p .. as rensed by agrec:nent "oct'ween the ,Borro-:wer 
:md the ·,Admi.."listro.tor? is incorporated herein by reference thereto .. 
In tho perfom:mce 0 f t:!:lis obl~gction.7 the Borrower sh~ll: 

n(a) furniSh service to all c.pplic~~ts for service included in 
the Project, 'Without PClymcnt by such :lppliconts of a.,'l"J.y extra 
dh~rec olS a contribution to ~e cost of construction of cny p~rt 
of the Project; and 

fT(b) take 311 :lction that may be requi:-ed. to <:;nablc it to extend 
service, "1<.1. th the use of such funds <'lS may from time to time be 
c.vcilc.ble to it, eithe~ fro~ surplus car.nings~ increased equity 
capital, ~ddi tionc.l loons mo.dc by the Government, or otherwise ~s 
the Borrower may elect, :md 'Without P:lym<mt to the Borrower of ~y 
extra ch~rge ~s n contribution to construction of facilities to 
provide suc...'1. service, to ot least those other unserved rurol . 
c.pplict'llts for service in its telephone service area who meet 
e1 t."Cl" of the follomng cenCi tions: (1) service to zuch app11-
c~t will not reduce the overall density of the Syst0m 'below 8.2 
subscribers per route mile of pole line, undcrgro'l.lnd c:l'ble ond 
radio ltnk, or (2) the cost of constructing the required line 
extension for suc...~ applic~t will not exceed seven ttmcs the 
est~ted ~~ual ~Ach~ge revenue from such epplicant. Such ser­
Vice shall bo furnished pursuant to terms ~e conc.i tions set 
forth in the Borrower's tariff, as duly filed ~th or approved by 
regulatory bodies having jurisdiction in the pr~.1se$, or in the 
a.'bsencc 0 f ~y such regulatory body, a.s adopted 'by tile Borrower; 
provided th::.t the Eorro ........ er shall not filo with or sub~ t for 
a.pprovaJ. of o.ppropr1ote regulatory bo~.ic~ or ~copt ~y proposed 
t~rirr, or continue in effect any existing tcr1ff not required 
to be continued by zny regulatory body, unless under such tariff 
the Borrower will be obligated to serve ~~served ruril applicants 
as :pronded herein.,' 

!'.,' ".j 

TTXhe :f'u:niShing of service to appl:i..c~ts for service tl..'"lclcr tho' con­
d.i tions provided in this section is ot the essence of the Borro'toT~r' s 
o'bligetioIlS under tr..is ~grcer.l.cnt" tmc. the failure or neglect of the 
Bor~ower to perform such oblig~tion sholl be eecmcd to be c:n. event 
of default hereunder.TT 

.' " 

The par-e.nt of the note? or notes, will 'be sccurod by Co 

mo~tgage of realty ~d Ch~ttels. Section 2 of Article·V .. of the 
. , .. ~. 

proposed mortgc.gc reads ~s follows: . ", 

nSECTION 2. All acts ~d obligations of the Mortgagor hcre­
unc:.er shall be subj ect to :lll applicc.ble ordc~s" ,rules end 
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regul~tions~ now or hereafter in cffect~ of ~ll regulatory bodies 
having jurisdiction in the prc:n.1ses, to the end that no :lct or 
o::nssion to :lct on tile 'P~rt of the Mortgo.gor sh~l constitute :l 
defo.ult hereunder insof~r ~s such ~ct or omission shell have been 
required by recson of ~y ordcr~ rule or rc~~~tion of ~y such 
regul~tory body." . 

In co:m~ction 'With extensions to serve nw customers, the 

Con::nission hOos approved ~pplic~tT s line extension rule wh.ich con­

tains rules o..."'lc, regul:ltions governing ch.o.rges for line extensions in 

applic~tTs exChange arc~ ~d provides, ~ong other things, for the 

payment by the subscriber of ¢2 for, each 100 feet, or fraction there­

of~ for extensions :.n su'bur'b.m areas for dist::nccs of more thM onc­

half mile~ per priluo.ry stc.tion, which payments o.re not rei'und.:.'blc .. 

During the course or the hearing, i.."'lquiry W:lS ~de into the 

application of Section 4.5 of the contract, ,partiC"J.1:lrly in light of 

app11c~"'ltT s filed line extension rule. Counsel for applicant now has 

filed with the Commission a letter~ dated July .30~ 1952~ to the 

com'P~"'lY from the Bural Electrification Administration, signed 'by 

C10.ude R .. Wick~rd~ Administr~~or, rea~~g tn part o.s follows: 

"We should like to point out thet Subsection (b) of Section 4.5 of 
the loc.."l contr::.ct does not, in our vie~", constitute on absolute 
obligation on the part of ,the borrowar to· place into effect the ex­
tension policy sat forth in the subsection. Subsection (b) in eff~ct~ 
only requires the borrower to t~ko rc~zoncble steps~ including the 
fil~~g o~ a new tariff, if ncccss~ry~ to place the specified extension 
policy into effect, but 1'r~ after re~sonab1e steps h~.vc been taken, 
the Co~ssion nevertheless rc~uires' ~"l existing extension policy to 
be continued in cffect~ the borrowerTs obligction uncer SUbsection 
(b) has been fulfilled. Moreover, ~ ~~lysis of your existing filed 
tariff on line extension as approved; by the C'~i:£'o:::nia Com:niss1on 
conv-lnccs us tho.t it is gener~lyas 11 "ocral to the subscribers as 
ours, and provides adequate protection to the borrower. Therefore, 
the line extension tariff provi sion, as filed 'With the Calif<>rnia 
COm:"'..ission~ is s~tisfo.ctoI'Y to US~ and its continuo.nce would not 
constitute a violation of Section 4.5(b) of the loan contract.~ 

Counsel has infor:ned. the Commission, in his letter of 

August 14, 1952, that'representatives of the administration have 

expressed the desire that the letter from the administrator serve as 
• J. , 

amodi:Cico.tion of s.ud Section 4.5 as an altern:ltive to the rewriting 

of the section. Accordingly, counsel h~s requested the Commission' to 
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approve the loan contract filed in this proceeding as thus amended or 

modified .. 

!he record shows that applicant has need for- additional 

1'unds to expand and improve its facilities to ,meet demands for ser­

vice ~d ~~at it has found it difficult, 11' not impossible, to rai~e 

a."lY substantial amount of equity capital. Under the circumstances 

set forth in this proceeding we will authorize the execution of the 

mortgage ~~d the loan contract, as thus ~ended or modified, znd the 

issue of 'notes. - In entering this order we urc in no way passin& on 

~pplicalt' s r<ltes, rules ~d regulations or approving roly revision 

of its presently filed t~riffs. In the event we may be called upon 

to fix rates in the future, we will give conSideration ~t tb.at time 

to applicznt 1 s investment in its properties ond the terms under 

'Which it has i'incmced itself. 'We Will require applicmlt to charge 
. , 

such rates ~s we have approved, or may approve~ ~d to abide by the 
,-

toms of its filed rules and regulo.tions" including those for lin.e 

extension ch.~rges. The <lction taken herein, however, sholl: not 'be 

considered as on indication that we will approve the revisions in 

the- tariffs which c.re reterl'cd to in the lo~ con tract .. 

Upon a. full review of t..'1is lW.tter we ~re of the opinion 

~e hereby find th~t the money, property ~r l~bor to be procured or 

p~ie for by the issue of the note, or notes" is rcason~bly ~equired 

for the purposes specified in this applicction. HoW'ev~l', in view of 

-the fact that applicant has not furnished us 'With a defini to st~te­

ment upon which wc c~ base an order with rcspect to the disposition 

of a!.l the proceeds, ~t this ti:ne we 'Will o.uthonzc the expenditure 

of only the proceeds nccess~ry to pay the outst.1nding ind.ebtedness .. 

The disposition of the rcmain~g proceeds will be considered 1n a 

supplemen tllJ. order, or orders, in this proceeding ... 
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A ~ublic hc~ring hcving been held on the ~bove ~t1tled 

~tter, ~d the Co~~ssion h~Vine considered the evidence =nd boing 

of the opL~on th~t ~~e ap~lication Should be grcnted, os herein 

provided; tnerefo~0, 

IT IS HEREBY OP.DERED· as follows: 

1.. Dos Pe-los Telephone Co., Inc., cftcr th.e effective date 

hereof ~d on or be!ore M~~ch Sl, 1953, ~y enter into a lo=n con­

tract 1n substontiz.lly the s~e form ns, th~t filed in this proceeding 
,I . 

~s Exhibit 1, ~th the letter, of the ceministr~tor dated July 30, 

1952, serving as ,~ ~cndment th~rcof" and. ID.::'.y execute a mortgcge of 

rc~ty and chattels in substontially the some form. c.z thc.t filed in 

t~s proccedi."'lg n.s Ex.~1bi t 3, <me. rn.::.y issue its promissory note.,. or 

notes" in the aggregate pr~"'lcipnl ~ount of not exceoding $254~OOO 

i!l subst~tio.lly the some form as the note filed as Exh1bi t 2. No 

authority is hereby given applic~t to revise its filed rates, rules 

<md regultl. tions .. 

2. :OOs Palos Telephone Co., Inc. mc.y use not exceeding 

$S5,453 of the proceeds to be obto.1ncd through the issue of said 

note, or notes, to pay outst~~cine indcbt~dncss, including prepayment 

pcnc.ltics or $2"720,, it bcin.g the opinion or the Com:oission that the 

eXj?endi tIlres for such l'urpose, ot.i.cr tl'l~ the payment of the prcpay-. . . 
ment penal ties, o.re not, in whole or in pert, reasonably chD.rgec.ble 

to operating expenses or to 1.ncorr .. c. ':il'l.c paym'?nt of scid $2,,720 shall 

be cn~rged by ~~plie~t to its surplus account. 

3.. Dos Palos Telephone Co., Inc.. shall not disburse 

proceeds trom the iseue or its note, or notes, except as ~uthorized 

herein, unless ~d 'Lmtil it shall have filed 'With the Commission no 
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supplemental ~pplication setting forth. its proposed expenditures in';·) 
fr" , 

some detail and zhc.ll have rcceivee. a supplem.en.tal order" or ordet"s;'" : 
"',' ., 

from the Co~ssion approvtng tho s~e. 

4. Dos Palos Telephone Co."Inc.sh~l file 'With t.."l.e Com;..·-· 

:nission tlonthly reports as required. by General Ord.er No. 24-Ai wh:1:eh d 

r"' • 

oreer;> inso!:lr ~s npplic~ble" is made a part o:r this order. 

5. The <:lUthori ty here1n granted 'Will become effective wh,~·r 

Dos Palos Telephone Co.~ Inc. has paid the tee prescribed by Sect:ton~. 

1904('0) of the Public Utilities Code~" 

, Dated at~~~a~;:C~i;ornia, 
or' (L1/·,u.,;;r, 1952. 

this ;U.~daY' 
o d 

President 

. -ft-' "11'" ··""'/!I/!I~S/!lA.:E!i~· 
Comm:.:.r-: :.1. C~Cl' ...• ~ •• ~~ .. !'!:':~:;~":' ••. ~ ........... ., bci'Ct: 
nccC'c:;o.rll:r o.'b::-<;:1"-:, c,11 ~ot ,~:rtldpo..tc 
in tho di~po~ition of thi~ ~~Qc~o~ing. 
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