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Decision No. 24344 @ ﬁ U{Bﬂ} Mfgﬁ'}l&

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATZ OF CALIFQRNIA

In the Matter of the Apnlication of
MARIPOSA CCUNTY TELEPBONE COiPANY, INC.
(1) To enter into a loan agrecuwent with
e United States of America under and
rursuant to the Rurzl Electrification
tet of 1936, as amended, acting through
tne Administrator of +the Rural Electri-
Tication Administration;

(2) To exeevte its promissory notes to
zald United States of America in the
sum of $374,000, said obligation to
bear interest at the rate of two n»er
‘¢ent ner annum;

(3) To execute and deliver a mortgage
of realty and chattels covering all

of the nromerties of apnlicant as
security for the payment of sald
obligation:

(4) Tc apply the nroceeds derived

from said notes to the coxpansion,
rehabllitation and inmrrovement of

tae nlant and facilities of szid
counany.

Application
No. 28496
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ezl &. Bagbrook, for Apvlicant;

L. 4. Reuel, for California Farm Burecu
Federation, interested narty; John F.

Donovay and James M. MeCrangy, for the

staff of the Commission. -
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This is an application for an order authorizing Mariposz
County Teleshone Company, Inc., (1) te enter into a loan agreement
with the United States of America under and nursuant 4o the Rural
Electrification Act of 1936, as amended, {2) to execute and deliver
a mortgage of realty and chattels, and (3) to issue promissory notes

in the aggregate »rincinal amount of $374,000.

The application was filed on October 11, 1956. A »ublic
hearing was held before Examiner Coleman in San Francisco on
Decenber 13, 1956, at which time the matter was taken under submission.

The Cormission has received no protests in the proceeding.
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Applicant is a oublic utility corporation engaged in fur-

nishing exchange and toll televhone service to approzimately 310
cubscribers in unincorporated areas in Marinosa County. It renort:
taat the population in the county is inereasing and that it 4is
neeessary for it to expand Lts facilities to meet the demand for
telerhone service and to extend 1ts lines to nrovide service in'
seetions of the exchange area where facilities do not exict a2t +his
time. It estimates the cost of its canital requiremenés for these -
purnoses to be as follows:

Coanatruatd _'L
Land and buildings
Central office eovisment
Stavion equirment
Cutside plant

Subtotal

Faginmering

Oserations Eaoujwnment
Furniture and office couisment
Vehicles and work egquirment
Subtotal

General Overheads .
Construction overhead
Preloan engineering
Other rreloan exrenditures

Subtotal

Working Capital and
iscallianaons Ttemse
Yorking cash
Removal costs :
Subtotal 6,400

Contingencies: 18.840

Totql 376,320
Lecs: Eeuity funds - 2,320
Total Loan Funds $H37/

1/ 32.9% of comstructicn for improvements of system and
67.1% for facilities to serve new subseribers.
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Applicant Intends to finance its costs by means of R.E.A.
inancing. It nroroses t0 enter into & loan contrect nroviding for

borrowings of not to exceed $374,000, the same to de renresented by

notes payable over 2 neriod of 35 years, with Iinterest at the rate of |

2% oer annum, payment to be secured by mortgage nlaced on the
properties. A copy of the telephone loan contract has been filed in
this proceeding as Exhibit "It a cony of the mortgage as Exl:ibit nJn,
and a copy of the form of note as Exhibit "gn, Lpplicant asserts it
will draw down only such portion of the availsble loan as may be
required and that the leoan comtract provides that any unexpended

advances shall be remitted to the government and credited against the

notes.

It appears a conventional R.EZ.4. telenhione loan is contem-
niated. The contract will nrovide for detailed sunervision by the
R-E.A. and, under its terms, will resuire the connany to holdsall
monies advanced to it in trust for the govermment and to denosit them
in a special bank account to be withdrawn unon approval of the R.E.A.
administrater of requisitions submitted to him. Tae commany will be
required to comstruct ite facilities under controct with a resnonsibdble
contractor avproved by the administrator and generally to invite bids
for construction work, unless otherwise sermitted. The contract alse
will »rovide for the anpointment of|an engincer and manager, subjiect
to the anproval of the administrgtor, and for inspection by the

administrator.

A review of the evidence shows that the televhone loan
contract nas been drawn un on the theory that the telerhone company
will furnish adequate service to the greatest practical number of
rural users, subject to the terms and conditions of the company's
filed rates, rales and’ regulations, and it ig estimated that more than

200 subserlbers will be attached to the lines. It 15 noted,
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snecifically, in this connection;uthe contract »rovides that....
"cervice shiall be furnished pursuantlto terms and conditions set forth
in the Borrower's tariff, as duly filed with c¢r approved by reguli-
Tory bodies having jurisdiction~in‘the,premises....." In a letter
cated September 18, 1956, filed 25 Exaibit "K", the R.E.A. has advicaed
applicantt's nrosident that the comaaﬁy's existing line extensien
provisions, if ordered to be continued by the Commiss sion, are satis-

factory to the R.E.A. and would not constitute a violation of 'the

loan contract.

The company's plans for the improvement and extension of

its facilities orovide for a long range nrogram vhich should acerue

to the benefit of the pudlic. The nrogram will provide ready availa-
Dility of low interest cost money, will permit the construction of o
acdern nlant eauipped with dial operation, and will enable applicant’
Yo extend its lines to srospective subseribers, to whom telephone
service 1s not available at this time, and to improve its service.

It is recosnized thut thc properties will be heavily mortguged, dut,
in this re°3cct the orogram does not differ from other R.E.A.
financing nrog rams bcretoforc approved by the Commission for televhcae
utilivies. A lqrpc proportion of debt canital apn¢rent;y is inheren

in R.E.A. ¢mnanccd and approved operations.

We are of the oninion it is in the sublic interest for
anvlicant to undertake to extend and imnrove its facilities and
service. However, it is clear that the final amounts of the con-
struction costs have not been and cannot be determined at this time
and that it 45 likely the ultimate construction may follow z2long lines

4 at costs differing somevhat from those outlined in this proceed-
ing. According to the record, certain existing facilities velonging

to the Forest Service and to others may be utilized in the proposed
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line extensions, in which event the amount of the borrowings will be
reduced. Moreover, it arnears that the\construction LrOZra contom-
rlates cxtensions inte territory within the scrvice area of Sierra
Telernnone Comusany, Inc.,g/ a nmublic utility corperation c¢entrolled
tarougn stock ownershin by apnlicant's shereholders, aad within the

service area of Hornitos Telephone-Comnany.

In view of these circumstances we will enter a conditional
order at thiz time generally indicating approvel ¢f the financing
srogram ond authorizing the iscue of the notes but requiring anrlicant
to file with the Commission covies of its resuisiticns on the R.E.A.

administrator to draw down funds and to obtain supplemental zuthoriza-

tion for the disposition of the wroceeds. No zuthorization is hereby

given annlicant to extend its lines into service arcas of other
t2lenhone utilities until such utilities have agrecd unon 2 realiom-
ment of the service area boundaries and the Commission has given its

approval.

Apnlicant is nlaced on notice that,‘in approving the
annlication at this time, we are not passing on its rates of apnroving
any revisions of its onresently filed rules‘and regulations aﬁd that‘
we will reaquire it to abide by the terms of such rules and regulatidns,
unless‘and wntil otherwice authorized or diracted by the Comission.
In the cvent we may be called upyon to fix rates in the future, we will
give consideration at that time to anplicant'’s established and
approved investment ia its propertics and to the terms under which 1t

has financed itself.

2/ By Decisien No. 53760, dated September 18, 1956, *he Commission
authorized Sierra Telenhone Comnany, Inc., to engage . in R.E.A.
financing and to issuc 353,000 of notes. Tne construction vrogram
nresented by Sierra Telephone Comnany, Ine., did not orovide for
extensions into that portion of its service area which Ls included in
the present program submitted by Mariposa County Telephone Comnany,Inec.
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The authorization herein given is for the issue of

sceurities only and ic not to be construed 4o he indicative of

anounts to be included in a rate base for *he purpose of determvining

Just and reasonable rates.

02DER

A public hearing having been held on the above-entitled
matter, and the Commission having considered the evidence and bveling
of the opinion that the application should be granted, as herein
provided, that the woney, nroperty or labor %o be procurgd or maid
for by the issuc of the notes herein autiorized is reasonably recuired.
by applicant for .the purpose specificd herein, and thet such purpose,
except as otherwise authorized, 4is not, in wholc or in part, reason-

adbly chargeable to onerating cxpenscs or to income; therefore,

IT IS RERZIBY ORDERED ag follows:

L. Marinosa County Telenhtione Company; Inc., may enter into
a telenhone loan contract in, or substantially in, the same form as
that filed in this wroceeding as Exhibit vIM, and hay exeeute a
mortgage in, or substantially in, the some form as thot filed in this

oroceeding as Exnibit "Jm.

<. Mariposa County Televhone Comvany, Inc., may issue not
excecding $374,000 of itc rromissory notes in, or substantially in,
the same form as the note £iled in this procesding -as Bxhibit mEr, and
pursuant to the terms of said contract and moritgage and subject o
further authorizaticn, shall use the proceeds from the issue of.szald
notes for the nmurpose of'expanding, rehabilitating and improving its

faecilities and service.
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3. Mariposa Ceunty Telephone Comrany, Inc., shall denosit -
the nroceeds Lrom the issue of the notes herein author{zed in a
speeial bank account and withdraw the same only for such purnoses as
the Commission may authorize in a supnlemental order, or orders, in

this nroceeding.

4. Mariposa County Teleshone Company, Inc., shall file with
the Commission a monthly repert, or reports, as required by Gemeral
Order No. 24-4, which order, insofar as applicable, is made 2 nart of

this order.

5. The authority nerein granted will become effective when
Mariposa County Telephone Company, Ine., has nzid the foc prescribed

by Section 1904(b) of the Public Utilitics Code, Which fec 1S £374.

Dated at __Son Fruuusco > California, this é — ciay

of JANUARY , 1957.




