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BEFORE THZ PUBLIC UTILITINS COMUISSIUK OF TAT STATS OF CaLIFCENIA

In the Matter of the Anplication of
TCOLUMNE TZLEPHEORE CO.

(1) To enter into a loan agrecment with
the United States of Americs wmder
and nursvant to the Rurel Zlectri-
fication Act of 1936, 2s amended,
acting tarovsh the Administrator
of the Rural Elcetrificction
Acministraticon;

To execute iis rromissoryv notes o
s2id United States of Agerica in
the sum of $202,000C, said oblifation
to bear interest at the rate of

tvo ner cent -er annua:

Aprlication No. 38725

T¢ execute and deliver 2 nortgace of
realty and chattels covering all of
tae provertics of eoynlicant as
security for the neyment of said
oblizetion:

To apuly the ~roceeds derived from
said notes to the exnansion,
rehadbilitation and imvwroverent of
the lant and facilities of said
connany and to the discharge of
certain oblizations of the com»any.
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QELIXEION

This is an apjplicaticn for an urder authorizing Tuolumzc
Telerhone Co. (L) te enter into 2 loan comtroet with the United
States of America under and pursuant to the Rural Electrification
Act of 1936, as amended. (2) to execute and deliver a nortgage of
realty and chattels, and (3) to issue probissory notes in the

aggregate nrineinsal amount of $202,000.

Applicant s a »ublic utility cornoration enraged in fur-
nishing masnete manual exchange televhone service to anrroximately

425 subseribers in unincornorated areasin Tuolumne Counity. It

-1-




A.38T2

Terorte that the »onulation in the couaty is inereccing, that its
existing facilities cannot be expanded to meet tho demand for tele-
pacne service and that it will be reruired to revlace virtvally its
entire nlant te rovide service to additionel subseribers. It
aroposes to install a ddial central office to be noused in a new
building, to make zdditions to and reslacements of its outside =lant,
and to refinance existing indebtedness, at a total cost of $207,200,
segregated as follows:
1

Constructjoﬁ‘/

Land and buildings

Central oflice eaouinaent

Station eavizaent

OQutside nlant
Subtetal

Snrineerine

Oweratine Bruinment '
Ferniture and office equinment

Vehicles and other wrork eauinment
Subtotal

General Overkezds
Constrvetion
Preloan enrinecring
Qther nreloan exnend;t
Suotota;

Workine Canital and Mis

‘Working cask
Removal costs
Subtotal 3,586

Ref;nﬁnc*ﬂv witn loun ¢unao
Debt retirement with equity funéc
Subtotal 8,000

noeaned es 2;444

Total _ $207,000
Equity funds 5,00

Total loan funds , 2202,000

65.5% of comstruction for immrovement of system and
34.5% of construction for facilities to serve new subsceribers.
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Applicant intends to finance its costs, in excess of the
%5,000 provided by e~vity canitel, by means of H.E.A. finaneing. It
pronoses to enter into a loan contract ;foviding for borrowings of
not to exceed $202,000, the same to be rerresented by notes nayable

over a period of 35 years, with interest a2t tae rate of 2% per anmum,

rayment to be secured by mortgage nlaced on the rrooerties. A cony

of the telerhone loan contract has been filed in this prbceeding as
Exhibit G, a copy of the mortgage as Exhibit B, and z cony of the

forn of note as Exhidit F.  Anplicant is expccted to utilize only
cuch nortion of the available loan 2s may be vecuired and thé Loan
contract rrovides that any unexnended advances skall be remitted to

the government and credited aszainst the notes.

It appears a conveational R.Z.A. telenhone loan is conten-
nlzated. The contract will nrovide for detailed surervisicn by the
R-Z.A. and, under its terms, will resuire the com=iny “o nold all
rmonies advanced to it in trust for the povernment and to denosit then
in a special bank account to be withdrawm ujon anproval by the B.E.A.
adiiristrator of reruisitions submitted to him. The coneany will be
resuired to construct its facilities under contract with a resnonsible
contractor apnroved by the admirnistrator and renerally to invite bids
for construction werk, wnless c¢tnerwise rermitted. Tne contract
also will provide for the gpmointment of an engincer and wanager,
subject to the anproval of the administrator, and for insnection by

the adninistratoer.

A review of the evidence shows that the telephone loan con-
tract has been drawn ups on the theory that the tolephone cowrany ill

L)

rmish adenuate service t0 the rreatest nractical nuwber of rurazl

nd regulations, and it is estimated that apnroximately

will be attached to the lines'&uring the first year of
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dial enerations. : , 2ly, in thic commection, the
eontract osrovides that . . . "service shall be furnished narsuant to
terms and conditions szet ferth in the Borrower's tariff, as duly filed
with or apnroved by regulatory bodics having jurisdiction in the
premises . . ." In a letter dated November 30, 1956, filed as

Exaibit J, the R.E.A. has advised applicent's »resident that the
comnany's oxisting line extension nrovisions,; il ordered to e con-
tinued by the Commission, are satizfactory to the R.Z.A4. ard would not
constitute 2 violation of the loan contract.

The company's nlans for the im-roveaent and oxtension of
its facilities rrovide for a lonc-raups nrocram waich snould acerue
to the benefit of the »ublie. ihe rrogrom will provide ready availo-

bility of low interest cost money, will ermit tae construction of a

modern »lant enuisned with 2ial oneration, and will c¢nable annlicant

-to extend its lines to prospective subseribers, to whom televhone
service is not available at this time, and to improve its service.

It ic recognized that the nroperties will be heavily mortgaged, iz,
in this resnect, the srocram dees not 2iffer Sroz other R.E.A4A.
finaneing proérams heretofore anaroved bv the Commission for telenhone
utilities. A large promortion of debt canital apnarently is inherent

in R.E.A. financed and annroved onerations.

We are of the opinion 1t is in the ~ublic interest Tor
anplicant to undertake to extend and imnrove 1ts fecilities and zer-
vice. EHowever, it is clear that the final aniounts of the construc-
tion costs have not been and cannot be determined at this time and
that it is likely the ultinate comstruction inay follo# alon? lines
and at costs diffcrinz somevhat from those outlined in this wroceed-
inz. In view of these circumstances we will enter a2 conditional

order at this time generally indicating apnroval of the financing
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nrogram and authorizing +the issue of the notes but reaviring apnli-
cant to file with the Commission conies of its recuisitions on the
R.E.A. adnministrator to drawv down funds and %o n supnlementol

authorization ror the disnozsition of the nrocceds.

Applicant 1: rlaced on notice that, in amsroving the
epplication at this time, we arc not rassing on its rTates or aonToving
any revisions of its nresently {iled rvies and regulations and that
we will require it to abide by the terms of such rules and regula-
tions, unless and until otherwise authorized oz directed by the
Comnission. In the event we mey be czlled u on to fix rates'in the
future, we will give consideration 2t that +time to. apnlicant's estab-

lished and apnroved investment in 1t: : iez znd to the temms

wder which it has financed itself.

The avtanorization herein given is for the issue of soeuri-
ties only and ic not to be construed as indicative of amounts to he
included in a rate base for the nurpose of determining just and

reasonadle rates.

QRRZR

The Commiszicn khaving conzilercd
being of the orinion that z vublie hearing
money, pronerty or labor to be rrocured or waid for by the issuc of
the notes herein authorized is reasenedly rectired by apnlicant for
the purnoses sypecified herein, and that such nurroses, except as

otherwise authorized, are not, in waole or in rart, reascnably

L4

chargeable to operating expenses or t¢ income. therefore,
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IT IS HERZBY OBDERED as follovs:

1. Tuolumne Telenhone Co. may enter inte a teleshore
loan contract in, eor substantially in, tke same form as that
filed in this nroceedins as Exhibit G, and may execcte a wortzarse
in, or substantially in, the same form 25 that filad in +this

aroceeding ns Exhibit H.

<. Tuolumne Teleracne Co. iay ilssve not exceeding
w202,000 of its »romissory notes in, or substantially in  the
same form as the note filed in this nroceeding as Exhibit ¥, and
pursuant to the terms of said contract wnd mortgage, and subject
to further authorization, shall use the proceeds from the issue
of said notes for the nurnose of expanding, rehabilitating and
improving its facilities and service, of refinancing indebtedness

and of nroviding working canital.

2. Tuolumne Telenhone Co. shall deposit the nroceeds
from the I1ssue of the notes herein a2uthorized irn a syeciel bank
account and withdraw the same only for such nurnoses a3 the
Commission may authorize in a susnlomental order, or orders, in

this nrocceding.

4. Tuolumne Telepnore Co. shall file witn +he
Cormission a monthly report, or reporis, as required by General
Order nNe. 24-A, vhich c¢rder, insofar as apnlicadble, is made a

vart of this order.

5. The 2uthority herecin granted will become effec-

tive vaen Tuolumne Telephonre Co. has »aid the fee presceribed
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by Seetion 1904(D) of the Public Utilities Codie, whiech fee is
$202.

Dated at California, this G =

Ld

day of FEIRIARY
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