
e 
A.~796 MON 

DeCision No. _.....;::l ... S.-,·"..;;,.1..,;;1 ...... .5 __ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO&~A 

In th~ Matter o! the Application of 
The Volcano Xclcphone Company, Inc. 

(1) To enter into a loan agreement 
wi tb. the United States ot: 
t'llllcrico. under and :p'IJrsuant 
to the Rural Electrification 

. Act of 19~6, as ,amended, acting 
througn ~e Administrator or 
the Rural Electrific~t1on 
Administrati. on; ,,' 

(2) To execute its promissorJ notes 
to said United States of kmcr1c~ 
in the sum of $460,000, said 
obligation to bear interest at 
the rate of two pe~ cent pe~ 
~um; 

(3) To execute ~~d deliver a mort­
gage of realty and chattels 
covering all of the properties 
of applicant as se~rity tor 
the payment of s~.id obligation.; 

(4) To o.pply the proceeds deriv~ . 
i"rom sa.id notes to the expcns'ion, 
re~bi11tat10n ~d im~rovement 
of the pl~t a~d facilities ot 
said comp~y and to· tn~ discnzrge 
of certain obligations of the 
COr:l.pony. 

OPINION - .......... -~ ...... 

Applic~tion No. 40796 

The Volcano Telephone ~pany, Inc., ~s rile~ this 

applicction for Ol1thoriz8.tion (1) to enter into 0. 102..'"1' contract 

'Wi th the Uni teci states of Alneric:e. under and :pursuant to the Rural 

Electntication Act of 1936., as mnended, (2.) to execute and deliver 

a mortgage" and (,3) to issue promissory notes in the al~g:regate 

pl~i.."').cipal amount 0 f $460:t 000. 
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Ap!'licant was organized under the la"Hs of the State of 

Co.lifornia on April 15, 1952, for t:a.e pt:rpose of oIlcquir1ng md 

oper&t1ng a telephone syst~ furnishing excbznge and toll 

telephone service tn portions of the Counties of Amador ~d 

Calav~ras. Its financial :;~tements fUed -1'0'1 th the Commission 

show the number of stations served by it as of December 31 of 

each year since it undertook its operations end its gross 

revenues and net income available for fixed charges as follws: 

1952 (Aug.-Dec.) 
1953 
1954-
1955 
1956 
1957 
195$ 

01'e:-;:. ting 
Rev~es 

for 
X~?r 

$ 14.,4137 
36,592 
36,.l74 
39.,547 
50,596 
52,738 
58,349 

Net 
Income 

for 
Year 

$ 1,357 
J,609 
6;,072 
;:,240 
8,914 
8,;42 
9,858 

No. or 
Stations 
Dec. 31 

287 
349 
393 
457 
512 
562 
615 

A statement of applic~tts f1nancia1 condition as of 

December 31, 1958, is reported in ~it B as fOllows: 
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Ass~ts 

Plant 1nvestment -. 
Telephone pl~t in serVice 
Less:· Depreciation reserve 

Net pla..'"lt investment 
CUrrent assets -

Cash 
Accounts reee1 vable - subscribers 
~1<lter1als and supplies 
Prepayments 

Total current assets 
Other assets 

Total assets 

Lin.'bili tie s 

Capital -
Common stock 
Earned surplus 
. Capital surplus 

Totcl capital 
Funded debt -

Long-term not es paY.:lble 
Current and accrued liabilities _ 

Short-ter.m notes payable 
Toll settlements payable 
Other accounts payable 
T~es payable 

Total current l1abi11 ties 

Total liabllities 

$lS4,066.9l 
4;S, 495.73 . 

432.56 
1,,549.69. 
2,,850.14 

677 .. 96 

$ 58,875.00 
25,490 • .35 
2,359.22 

$135,571 .. 18 

5,,510.35 
6,353.28 

§J!x7,A34.Sl 

$ 86;,724.$7 

50,,908 .. 00 

9,802·64 

$147,434.81 

The present :I.:pplic:,:.t1on shows that there is .:n increas:1ng 

number of applicat10ns for service in sections of the exchange 

ar~as where telephone facilities do not exist and ~at app11cant 

has made plans t..o extend its lines :;md facilities to serve 1:l' to 

apprOximately 840 st~t1ons at a total cost o£ $460,OOO~ tncluding 

the refinancing of existing indebtedness. ~e est1:lated. ce.pital 

rC<lUirements consist of the follo'W1ng: 
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Co;o.struct1on* -
Land and buildings 
. Central office eq,u1pment 
Station eCJ.u1pm~t 
Outside plant 

SUbtotal 
Engineering 
Operations e~U1pment -

Furniture ~d office equipment 
Vehicles. ~d work e~u1pment 

General overheads -
Construction overhead 
Preloan engineering 
Other preloan expenditures 

Subtot~.1 
Misc. i te:ns -

Removal costs 
Subtotal 

.Refixlancing and debt retire:nen t -
Refinancing 'W'i th. loan fund. s 

Contingencies 

Total 

$ l2,,;00 
121,000 

43,,700 
162,800 

2,600 
4,000 

;,,800 
4,,900 

7QO 

12,22Q 

$:340,,000 
25,000 

6,,600 

12,,250 

50,,900 
1.3,850 

1460,~. 

* 59.9% of construction for 1mprov~ents of 
system and 40.1% tor facilities to serve 
new subscribers. 

Applican t has made, or is ::lZking" ax-:-angements to meet its 

costs by m~ans of R.E.A. financing. It proposes to enter into a 

loan contract providing for borro~~gs of not to exceed $460,000, 

to be represented by notes payable over a period of J5 years, 

with interest at the rate ot 2% per .;:.:anum, payment to be seC'lXred 

by mortgage placed on the properties. A copy of the telephone 

loan contract has been i"iled in this ,roceed1ng' as Exhibit I,. a 

copy of the mortgage as EXhibit J, and ~ copy or the form of note 

as Exhibit H. Applicant expects to utilize only such portion of 

the available loan as may be req"J.ired and the loan contract provides 

th~t :my unexpended. advances shall be remitted to the government 

and credited against the loans. 
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plo.ted. 

It appears a conventional R.E.A. telephone loan is contem­

The contract 'Will provide for de~iled supervision by the 

R.E.A. and will require the company to hold all moneys advanced to 

it in trust for the government and to deposit them in a special 

bank account to be withdrawn upon ap,roval o! the R.E.A. adminiz-

trator of requisitions submi~ted to h~. The company will be 

required to co~ruct its f~cilit1es under contract with a res~o~s1ble 

contrcctor approved by the administrator ~~d g~erally to invite bids 

for construction work, unless otherwise permitted. The contract 

also Will provide for the appointment of ~~ engineer and :v~ger, 

subject to the approval or the admir~strator, and for inzpection 

by the administrator. 

The application ind1c~tes that the telephone loan contract 

h.a~ been dra-wn up on the theory that t.'I<).e telepho:le C01llPZllY Will 

furnish adequate serVice to the greatest practical number of rural 

u~erS> subject to the ter.ms ~nd conditions or the company's filed 

rates, rules and re~~at1ons, and ~t is eztimated thzt approximately 

840 subscribers ultimately will be attached to the lines. It iz 

noted, specifically, in this connection, the contract provides th~t 

n • • • service shall be ~~shCd pur~t to terms and conditions 

S0t forth L~ the Borrower's tori!!, as duly tiled 'With or approved 

'by regulatory bodies having jurisdiction 1.."1 the :preI!lises • • ." 

:n a lett~r dated February 9, 1959, tiled a.s Exh.ibit K,. the R.E.A. 

hz.s adVised applicantf s president that the companyf s eXisting line 

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

are satisfactory to the R.E.A. and ~ould not conzt1tute a violation 

of the loan contract. 
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The company's plans tor tho improvement and e:>.:tcns1on or 
its facilities provide for a long range progr~ ~hieh should accrue 

to the benefit of the pUblic. The program will provide ready av~il­

sbility of low interest cost money, will permit the construction of 

a modern plant, equipped with dis1 oper~t1on, ane ~l ~ablc 
apl'lic:mt to extend its lines to prospective S"<lbscri~bers to whom. 

telephone serVice is not available ~t this time, and to 1mprove its 

serVice. It is recognized that the properties will be heaVily 

mortgaged., but.., in this re~l'ect, the program does not differ from 
" 

other R.E.A. financing programs heretofore approved by the Coz:ml1szion 

for telephone utilities. A large proportion of debt capit~l 

ap~are.ntly is inherent 1n R.E.~. f~ced and.approved operations. 

In Exhibit,E, applicant has presented a statement of its 

projected tnvcstment, revc.nues and expenses apprOximately five 

years after the completion of its construction. Appl~cant estimates 

its investment in plant Will be $506,705, after deducttng depreCiation, 

its gross revenues $75,979 and its expenses, except interest and 

depreei~tion7 $36,824, leaving a balance of ~39~155 av&llcble to 

meet p:rincipal rep2.yments and interest on the $460,000 loan, "W'hich 

~ounts ar~ estimated7 at the outset, ~t $19,392. 

Upon reviewing the verified app11c~tion, we are of the 

opinion it is in ~e public 1nterest for app11c~t to undertake to 

extend and improve its facilities and service as ou.tlined in this 
.~ 

proceeding a.nd we 'W1.ll en~r our order granting i ts requ~sts. 

However, in doing so, we place app11c~t on notice t~~t we are not 

passing on its r~tes nor approving any revisions or its p~esently 

tiled rules and rc~tions and that we ~ll require it to ~bide 
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by the terms. of such rules and regulations, u:aless ax,'.d until 

otherwise authorized or directed 'by the Co:mU.ssion..In the eVC!'lt 

'N'e may be called upon to f~ rates in tb.e future, ....,e wilJ. eive 

consideration at that time to app11cant Ts es~blished and approved 

investment in its properties and. to the terms u:lder ';"hich it h.o.s 

financed itself. 

The authoriza.tion herein given is for the issue of seCUl'itic:; 

only and is not to be cor.ztrued ::loS indicative of $l!lounts to be 

j.ncluded in a future rate bas~ tor the purpose or determining just 

and reasonable rates. 

The Commission having consieered this application and being 

of the opinion that a public hc~ri.."'lg is not necessary, that the 

money, property or labor to be procured or paid for by th~ issue 

of the notes ~£re1n authorized is reasonably required by applicant 

for the purposes specified here1n, c.nd that such purposes are not" 

in whole or in part, reasonably charge.::.ble to operating expenses 

or to income; N01,I mEREFORE, 

IT IS HEREBY ORDERED as follows: 

1. ihc Volcano Telephone Company, Inc., may enter into a 

telephone loan contr:l.ct in, or substantially in, the srune form as 

t~t ril~d in this proceeding as EXhibit I and may execute a 

mor'tgage in, or suostantially 1.."")., the some form as that riled 

in this proceoding asE7jUb1t J. 
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2. The Volcano Telephone Company? Inc., may issue not 

to exceed $460?OOO of 1ts promissory notes in, or subs~~t1ally 

in, the same form as the note f1led in this proceeding as EY..h1bit 

H, c.nd, pursuant to the terms or sa1d contract a:ad mortgage, shall 

use th~ proceeds ~rom the issue of said notes for the purpose or 
expanding , rehabilitating and imp:covement its fac111 ties ::!nd service 

and of refinanCing indebtedness. 

;3. In accordance 'With the terms of General Order No. 24-A, 

~pp11cant shall open a sep~rate bank account to Which shall be 

charged or credited all receipts or disbursements ot money derived 

from the notes herein authorized. Applicant shall file monthly 

reports ...ri th. the COmmission as required by ~id general order. 

4. The autb.ori ty herein gronted 'Will become etf'ecti ve 

when The Volcano l'elephone CompZllY~ Inc.;- ~spaid the fee 

prescribed by Section 1904('0) of the Public Utilities Code, 

which fee is $410~ 

-;£ 
Dated a.t San Francisco? C&lifornia, thiS.Ll.. -aayo! 

March> 1959. 

'. ~ , -', 

Commissioners 
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