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BEFORE TEE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNTA

Deeision No. 58115

In the Matter of the Application of
The Volcano Telephone Company, Inc.

(1) To enter into a lozn agreement
with the United States of
fmerdica under and yursuant
to the Rural Electrification
‘Act of 1936, as amended, acting
vhrough the Administrator of
the Rural Electrification
Ldministration; -

(2) To execute its promissory notes
to said United States of imericu
in the sum of $460,000, said
obligation to bear interest at

the rate of two per cent per Application No. 40796
annum; ‘

(3) To execute and deliver 2 mori~
gage of realty and chattels
covering all of the properties
of applicant as security for
the payment of soid obligation;

(4) To apply the proceeds derived
from sz2id notes to the expensionm,
renchilitation and improvement
of the plant and facilities of
said company and to the discharge
of certain obligations of the
conpany.
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The Volcano Telephone Company, Ine., has filed this
applicction for authorization (1) to enter into a lozn’ contract
with the United States of aAmerica wmder and puarsuant to the Rural

Electrification Act of 1936, as amended, (2) to execute and deliver

a mortgage, and (3) to issue promissory notes in the aggregate
principal amount of $460,000.
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Applicant was organized under the laws of the State of
California om April 15, 1952, for tae purpose of acquiring and
operating a telephone system furnishing exchange and toll
telephone service in portions of the Counties of Amador and
Calaveras. Its fineancial statements filed with the Commission
saow the number of stations served by it as of December 31 of
each year since it undertock its operations and its gross

revenues and net income available for fixed charges as £ollows:

Opercting Net
Revenmues Income No. of
for for Stations
Year Year Dee., 31

1952 (Aug.-Dec.) $ 14,487 $ 1,357 287
1953 36,592 3,609 349
1657 365174 6,072 293
1955 39,547 5,240 457
1936 50,596 3,914 512
1957 52,738 8,542 562
1958 58,349 9,858 615

A steftement of applicant's finencial condition as of
December 31, 1958, is reported in Exhidit B as follows:
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Assets

Plant investment - .
Telephone plant in service $184,066.91
Less:. Depreciation reserve .73
Net plant investment $135,571.18
Current assets - '
Cash 432.56
Accounts receivable - subscrivers 1,549.69
Materials and supplies 2,850.14
Prepayments —877.26
Iotal cwrrent assets .
Other assets

Total assets

Liabilities

Capital -

Common stock $ 58,875.00

Earned surplus R55,490,35

Capital surplus 2 o2

Total capital $ 86,724.57

unded debt - L

Long-term notes payable 50,908.00
Current and acerued liabilities -

Short-term notes payable $ 1,500.00

Toll settlements payable +952.83

Other accounts payable 2,984.63
- Taxes payable 64.78

Total current liabilities 0.802.24
Total lizbilities 8147 434,81

The present application shows that there is an 1ncr¢asing
aumber of épplicaticns for service in sections of the exchonge
arcas where telephone facilities do not exist and tat applicant
has made plans %o extend its lines and facilities to serve wp to
approximately 840 stations at 2 total cost of $460,000, including
the refinancing of existing indcbtedness. dhe estimated czpital

requirements consist of the following:
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Construction® -
Land and buildings
Central office equipment
Station equipment
Qutside plant
Subtotal _ - $340,000
Engineering ' 25,000
Operations eouipment -
Furniture and office equipment ‘
Vebicles and work equipment 6,600
Generzl overhezds - T
Construction overhead
Preloan engineering
Other preloan expenditures _
Subtotal 11,400
Misc. items -
Removal costs
Subtotal ‘ 12,250
Refinaneing and debt retirement -
Refinancing with loan funds 50,900

Contingencies 13,850
Total 5469,999.

* 59.9% of comstruction for improvements of
system and 40.1% for facilities to serve
new subseribers.
Applicant kas made, or is meking, arrangements to meet its
costs by means of R.E.A. financing. It proposes <o enter into a
‘loan contract providing for borrowings of not to exceed $460,000,
to be represented by notes payable over a period of 35 years,

with interest at the rate of 2% per zanum, payment to be secured

by mortgage placed on the propertiesq‘ A copy of the telephone

Loan contract has been filed in this proceeding as Exhivit I, a
copy of the mortgage as Exhibit J, and u copy of the form of note
as BExhidbit H. Applicant expects to utilize only such portion of
the available loanm as may be required and the loan contract provides
that any unexpended advances shall be remitted to the government
and credited against the loans.
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It appears a conventional R.E.A. telephoné loan is conten~
rlated. The contract will provide for deteiled supervision by the
R.E;A. and will réquire the company to hold all moneys advanced to
it in trust for the govermment and to deposit them in 2 special
bank account to be withdrawn upon approval of thé R.E.A. adminis-
trator of requisitions submitted to him. The company will be
required to condruct its facilities under contract with a respoﬁsible
contractor approved by the administrator and gemerally to invite bids
for construction work, unless otherwise permitted. The contract
2lso will provide for the zppointment of an engineer and ménager;
subject to the apnroval of the administrator, and for incpection
by the administrator.

The application indicotes that the telephone loan contract
hos been drawn up on the theory that the telephone company will
furnish adequate service to the greatest practical nuber of rural
users, subject to the terms and conditioﬁs of the'ccmpany's rfiled
rates, rules and regulations, and it is estimated thet zpprozimately
840 subscribers ultimately will be attached to the lines. It i3
noted, specifically, in this connection, the contract provides that
T . . . Service shall be furnished pursuant to terms and ¢onditions
set forth in the Borrower's tariff, as duly filed with or approved
by regulatory bodies naving Jjurisdiction in the premises e o "

In a letter dated February 9, 1959; filed as Exhidbit X, the R.E.A.

nas advised applicant!s president that the company’s existing line

extension provisions, if ordered to be continued by the Commission,

are satisfactory to the R.E.A. and would not constitute a violation
of the loan contract.
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The company's plans for the improvement amd extension of

ts facilities provide for a long range ﬁrogram which should accrue
to the benefit of the public. The nprogram will provide ready aveil-
aoility of low interest cost momey, will permit the construction of
2 modern plant, equipped with dial operotion, and will enable |
applicant to extend its lines to prospective subscribders to whom
telephone service is not available at this time, and to iﬁprove its
service. It is rgcognized that thc propertlies will be heavily
nortgaged, dbut, in this respect; the program does not differ from
other R.E.A. finencing programs heretofore approved b§ the Cormission
for telephone utilities. A large‘proportion';f debt capitol
apparently is inherent in R.E.A. fincnced and approved operations.

In Exhibit E, applicant has presented a statement of its
projected investment, revenues and expenses approximately five

years after the completion of its construction. Applicant estimates

its investment in plant will de $506,705, after deducting depreciation,

its gross revenues $75,979 and its expenses, except’intérest and
depreciztion, $36,824, leaving a balance of #39,155 availsble to
meet principal repzyments and interest on the $460,000 loan, ﬁhich

amownts arc estimated, at the outset, at $19,392.

Upon reviewing the verified application; we are of the
opinion it is in the public interest for applicant to wndertake to
extend and improve its facllities and service as outlined in this
proceeding and we will enter our order granting 1its requests. k
However; in doing so, we place a2pplicant on notice that we are not
passing on its rates nor approving any revisions of its presently

£iled rules and regulations and that we will require it to zbide
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by the terms of such rules and regulations, unless aﬁd until
otherwise authorized or directed by the Commission. 1in the event
we may be called unon to £ix rates in the future, we will give
consideration at that time to applicant's estadblished and approved
investment in 1%s properties and to the terms under which £t has
financed itself.

-

The authorization herein given is for +he issue of securitics
only and is not to be construed as indicative oL amounts to ve
included in a future rate base for the Purpese of determining just

and reasonable rates.

SRR2ER

The Commiscsion having consicered this application and deing
of the opinion that 2 public hearing is not necessary, that the
money, propertiy or lador to ve procured or raid for by the izsue
of the notes herein a2uthorized is reasonably required by gpplicant
for the purposes specified herein, and that such purposes are not,
in whole or in part, reasonadly chargezble to operating exmenses
or to.income; NOW IHERE?ORE,

IT IS HEREBY ORDERED as follows:

1. Tre Volcano Telephone Company, Ine., may enter into a
telephone loan contract in, or substantially in, the same form as

thet filed in this proceeding as Zxhidit I and may execute a

moxrtgage in, or substantially in, the sume form as that filed
in this proceeding as Exhibit J.
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2. The Volcanp Telephone Company, Inc., may issue not
to exceed $460;,OOO of its promissory notes in, or substantially
in the same form 25 the note filed in tb.is proceeding as Exhibit
H, and, pursuant to the terms of said contract and mortgage, shall
use the proceeds from the issue of said notes for the purpose of
expanding, rehabilitating and improvement its facilities ._nd service
and of refinacing indebtedness.

3. In accordance with the terms of Genmeral Order No. A=A,
applicant shall open a separate bank accownt to which shall be
charged or credited 21l receipts or disbursements of money derived
from the notes herein authorized. Applicant shall file monthly
rcporte with the Commission as required by said general order.

4« The authority herein granted will become effect:f:ve
when The Volcano Telephone Compzny, Inc., has paid the fee
prescribed by Section 1904(b) of the Public Utilities Code,
which fee is $410. | .

Dated at San Francisco, Czlifornia, this / 2 ~day of
March, 1959.

."./

.~ President

.,
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Commissioners
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