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Decis10n ,No. 61837, -------
BEl"ORE :THE J?tT.B!,IC UTILITIES COMMISSION: OF THE STATE OF' CAI~IFOENIA 

I' 

In the Yatter or the App11cat1:on of' 

the COLORADO R:rv.&R TEJ:,EPHONE COMP AN':l:, 

a california corporat1on~ f'o~ authority 
(a) to enter into a loan .contract with 
the Un:tted States or America under and· 
pursuant to the Rural Electr1f1cat1on 
Act of 1936~ as amended, acting through 
the Administrator or the Rural . 
Electr1t1cat1on Ad.m1n:tstration; (b) to 
1ssue and. sell 1ts prom1ssory notes to 
theUn1ted States of' America 1n the' 
aggregatepr1nc1pal amoun~ of $3,152,000, 
bearing ~terest at the rate or two per 
cent :per annum.; (c) to execute and 
deliver a mortgage of realty and 

App11cation No. 43198' 
Filed March 3·, 1961' 

Chattels to secure said prom1ssor.y 
notes; (d) to apply the proceeds. 
rea11zed from sa1d prom1ssory notes 
to~,"'ard the payment, and discharge. of 
outstan<tt~ ob11ga'l:1ons and to . 
t1nanceadd1t1ons and 'betterments. 

o P' I N, 'ION 

;, ., 

/C , 

Th1s 1s an app11cat1on' tor an order author1zing.· 

Colorado River Telephone Company '(1) to enter 1nto:aloan 

agreement With the 'O'n1ted States' of America". act1ng by and 
. • • I • 

through the Rural Electr1f'1cat:ton A<im1n1strat1oni . (2) t'o' 

execute and de11 ver a mortgage ot.. real t:r and ehattels,1" 
. \ 

'(3) to ~ssue :prom1~S~~ notes in the awegate pr1nC1~1'..':> 
, , ': .•• , ~. I ' . 1\" 

amount of not to exceed $3~l52,OOO:, and (4}to apply the " 

, loan proceeds to d1scharge. certain existing obl1gations . 

and to expand". improve". add' to and 'rehab1litate, 1ts 

telephone :plant. '\ 
" 

'. 
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App11cant 1s a public ut1l1t7 corporation ,engaged in" 

f'urnj"sh1ng local' and toll telephone service' to approximatelY" 

3,,500, subscr1bers1n portions or RiverSide and Imperial 

counties. According to its: annual reports' 1 ts fac'111ties 
i: '., 

include a common battery-manual central of"f1ce'a.t':Blyth.e;, 
• 1 ,'!. 

and an 'JDSttended d1al central oft1ce at R1pley~ 'Thef'ollow

ing ta'bulat:1.on" prepareel tromthe annual report·s ,,'indicates, 

the company's growth dur1ng the last r:tve' years,: 

Telephone 
Operating Plant 

Year Revenues Dec.~l 

1956 $206",211 $278;,,635 
1957 2~6,,632 378,,215 
1958 2 2,,626 458,,361 
1959 273,,689 499'~13l 
1960 284,,696 579~500" 

The company's, balance sheet of December 3l~ 196o~' 

shows that it has financed itself With an 1lIlSecur~d5-3/4%:,' 

demand note tor $260,,9231n favor or- Stromberg-Carl'son,::wi'th 

common stock·eqU1ty cap1talof' $116".002' andWi'th oth:er current 
, , ' 

obl1gat10ns • 

App11cant' reports that 1t has made; a study of the,' 
.' 

service demands and growth potent1al 1n 1ts area and has .con

cluded that .Within five years the number of subs,cr1'bers WOUld, 

!.ncrease to more tha..'"l 1,,300.. To meet th1sprospect1ve'demand . 

and to :prov1de 1mProved service to eX1s't1ng. sUbs~r1bers,,,, it" : .. . 
• •• • . .• ~ , . . , I • , • " 

has adopted a program call.1ng tor an add1tional'investment 
. .. 

, ~,4\:. " 
of approx1ma.tely$3"OOO~000. Among othelr tnings:; ,the ,compo.ny 

I, \1.' • 

,I ,III , " ' 
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'I,," 

proposes 'to convert its Blythe exchange' fr'ommanual to <U:al 

With automatic toll ticketing and tOl~, cent,er operation" to 

estabUsh new'dial central ot:t1cesw1t~1. automatic ticketing. 
" , 'l 

at Palo Verde,,' Nichols Iolarm. Springs and :M1dl:a.nd" to, erect " 
, 

new central office bU1ldings at these ,three points and at 
"-

Blythe" to rehabilitate the existing plant and to install 

additIonal plant where necessary and to'prov!de a mobile' 

dj;,al racl10 sys tem 1n its operatIng area~ 

Applicant intends to finance its costs by means or 
R.E.A. financing. It has made a :f'eas1bi11ty study and has 

prepared an area coverage design and has f'iled· its'application 

With the R.E.A., all of' which have been approved by\ theR~E.A.~ 
,~ . , 
, , , 

Applicant proposes to enter into a loan contractP~ov1d:tng for 

borrowings of' not to exceed $3,,152,,000,. ,the same to be repre-, 

sented 'by notes payable over a penod of 35, years" W1th interest 
, ' 

at the rate of 2% per annum" payment to be secured by' mortgage . " " '." 

placed on the properties ~ The arrangements provide tor the 

drawdown o-r $260".923 of the loan proceeds to pay the. Stromberg

carlson loan and for the use of the rema.ln:1ng: $2.,8911'077 to 

pay tor the ad<titj.ons and 1mprovements as work progresses .. , " 

It appears a convent:1.onal R.E.A. telephone'loan'1s

contemplated. The contract Will prov1de tor deta,1led, super

v1s1on by the R.E.A. and" under its terms; Willi requ1rethe 
, , 

company to hold all moneys advanced to' it in trust· r~r,the: 

government and to- deposj.t them in a. SpeC1al 'bat'll<: account to 

I: 
/1 

i f 
:,.-' 
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, ," 

'be 'Withdrawn upon approval or the R'.E~A.adm1n1strator of, 

reqUisitions submitted to him. The company ,Will 'be:req,u1red 

to construct its facilities under contract With 'a responsible 
,. 

contractor approved 'by the ad:m1n1strator and generall.:rto 

!nVite bids for construction work~ unless otherwise pe~tted. 

The contract also Will provid.e for the" 'appointment of an , 

engineer and manager~ subject to the approV'alottheadm:trns-
, " , . 

t:-a~or ~ and tor 1nS:pect1on by the administrator: It1s, 
, , 

anticipated that the maJor portion of: the 'constr'uct1on'w.:r.ll 

be completed by 1963 and that the' entire prOjectWilJ.:be' 
• "'L \. ,,' 

f1n:tshed by 1967. 

A reVj,ew of the application shows "that the telephone 
, ' 

loan contract has been drawn up on the theor;, that "thetele-:" 

phone company WUl turnish adequate service to- the greatest, 
I "", 

practieal number of rural users and., among,other things., 

will extend its l:L::es to unserved rural ap:p11earits to;,', 
" service in its sernce area who' will not reduce the' over-all" 

:~ , 

i' , . 

density of the system below 12 subscribers per route m.11e of' 
" 

,1 

I" , " " " " ' 

pole line., underground cable and radio l1nk or where 'the ' 
II ' 
~ I 

cost of construct1ng the required. line extensions' wtll" not 
i! '.' , , 

exceed seven times the estimated annual exchange revenue 

:f":'om the extensions. It is noted,. in this connection", the 
,I , , 

contract SpeCifically provides that fI' ~ • ~ s'erv:tce shall 'be 

turn1shed ;purS'IJAn't to terms and, conditions set forth, in the 
,I 

Bor:-owerf s tar1f'r~! as duly t11ed Wlth, or approved: by" regulator;, 
i! 
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bodies having jurisdiction in the premises ..... It ''!be R.E.A~ 

has. adV1sed. that the company's eXisting, 11ne extension, 

prov1s1ons" it" ordered to be cont1nuec1' by, the COmm:i.a si on,. 

aresat1sfaetor.r to the R.E.A. ana. would. not. constitutes 

violation of' the' loan contract. 

The company's plans for the improvement, ,and extension. ' 

of its facilities prov1detor a long range'program:whichshou:ld 

accrue to the benefit of' the public. The pr¢gramwill.prov1c1e' 

ready availability of' low interest cost money" w:1.11 'periri1t' the'.' , ' 
, , 

construct1on of a modern plant eqm.ppedw1:th d.1al'ope:l:"at1onand 

w1.l1 enable applicant to improve. its serv1'ee and to extend1ts· 
, ' 

lines to prospective su'bsc%-1bers to whom telephone- ·s~rv1ce is 

not available at th1s' time. ,'It:13 redogn:tzed that :the, 

properties Will be heaVily mortgaged" but, in 'this 'respeet" 
,: . " .' 'I::', .. ' .... ' 

the program does not d1f'f'ertrom other R.E~A. financing._ 

programz 'heretofore approved by theCODnn1aSiOn for telephone' 
" .. , " 

ut1llt1es. A large proportion ot debt cap1talapparent,ly is 
• ,I." 

1n."lerent 1n R.E.A. f1nanced and approved operations. " 

We are of the op1n1on~ and so t1ndand>eonclude" 

that 1t is 1n the pub11C interest tor app11canttoenter 
,I' , 

'I • 

into the R.E.A. loan contract- and to- borrow money and: ',1ssue 

its notes, in the amounts and unc1erthe terms- set forth 1n ,,' 
I ]. 

thj.s applieat1on" and thereby extend and improve 1ts, ,tac11'1-

ties and service, and that a pub11c hearing 1s.riotneceso:ary, ' 

or ~qu:t.red on the request to .1ssue the notes. Wew11b.a;pprove 

:', 



... e 
A.43198 MON 

the app11cat10n 'but in d01ng so w~ place'apP11'cant on notice .' 

that at tlUs t1me we are not passing on 1ts, rates ora.uthor

:1.zing any rev1s:1.ons or its presently f1ledI"l.1.les and regu

lations and that we Will require app11cant to abide by ,the 

terms of sueh rules and regulations \mless and unt110therw1se. 

authorized O~ d1rectedb~ the CommiSSiOn. In "the eventw~ may" . , 

be called upon to f1x rates in the future" such rates ·Will be 

determ:1.ned upon a cons1derat1on of' what" :1.n the Comm1ss10n r s 

judgment" would be pI"lldent1nvestment 1n :plani', f1nanced· ,by' 
, . 

, , 

the R.E.A. loan sough.t to be approvedhere1n..Th.e'suthor1zat.1on 
", " 

.' " . ...:., . 
herein g1ven is for the issue of secur1ties orilyand 15':OOt- to 
be construed as 1nd,j.cat1 ve of amounts to be included in a future 

rate base or 1n operating expenses for. the pUl'p05e of 

determ1n :tng just and reasonable rates. 

ORDER, - ..... -.-._--
The Comm1ss10n hav1ngcons1dered the:above-ent:ttled 

matter and being of the op1n1on th~t a public 'hear1ng1s not, 

necessary; that the app11cation should be gran'ted" as:'liere1n 

provided; that the money" ,property or labor t6,! be procured' 
• '! '1! . 
. ~l, ",',. 

or ~:1.d for bY' the issue O't the notes here1n authorized' :Ls 

reasonably reqU1red by applicant for the purpose specified 

herem; and that such purpose, except ,asothe:r'W1ee author1zed> 

1s not" 1n whole ,or in part, reasonably chargeable to.operating 
" " 

expenses or to income; therefore ~ 
J 

, . 

" 

" ' 
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IT IS HEREBY ORDEEED as follows:. 

l. Colora.do R1 ve'r Telephone Company may enter into, 

a telephone loan eon~raet in.. or substant1ally' in .. the- same 

torm as that f'11ed 1nth1s proceeding as Ev;h1bit H.1 and may 
, , 

ii . . 
execute a mortgage in .. or substantially in ... the same torm 

as that riled m: this., proceeding as EXh1bit. K. 

2. Colorado R1ver 'I'elephone Company may 1ssue.not 

to exceed $3 .. 152',,000 of 1ts promissory notes pursuant to the 

terms or sa1d contract and mortgage and shall. use, the proceeds." 

from the :1s3ue of' sa1d notes f'or the purpose of' . expanding .. · 

rehabilitating and improving its !acilitiesand service ana 

of' paying outstandingiind.ebtedriess .. all as set 1"orth in·th1s 
'I, • 

application. 

3. In recording the, retirement of ex1~;~.j,ngfaC111- . 

ties and the replacement thereot" w1th<R.E.A. f1nanced.,1'aC111;'; 
:~; \ 

ties under the authorlzat1on herein granted,. Co1orado·R1ver 
. ~.' ~, ' ." ,:} '~~., 'I' ' , '. . 

Telephone Company shall charge to Account 138.. Ext,raord1nary 
. :. , ' .. :".' ~ , ", 
\::'" ,. 

ma1ntenance and ret1rements"the unprovided-for loss·· in .. 
• : I' • I ; • • " , • • '. , ";,~ .: ~ .," , I 

serv1ce value or sa1deX1sting facilities· soret1red and 

shall d1spose of such ~ount3 so' charged. to AccoWlt13S. 

only as hereafter m::l.ybe, authorized oX" <U.rected.by:'the 

Comm1ssiotl. 

;' " 

1:
1

: I 

• II'" ,. 

. , ' . 
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, .,' 

'e 



\ 
\ 

\ 
\ 

\ 

" I~' : 

." A.43198 ~ 

4. Colorado R1ver Telephone Company shallf,11e 

w1 th the Comm:LSSiol{a monthly report~ or reports,,, as requ1red 

by General Order No.' 24-A" wiUch order" insofar- ias. applicable:" 
!i 

is made a part of 'Chis' order. 
II; 
, 

,: 

" ' 

", ;-

5. Colora~loR:I.ver Telephone Company'shall al:>ply'" 
)11 1 ' 

I,ll' '., 

its- C'U%'X'ently rued '.,iand errect1vetar1fts 1n render1ng:,I>tele;";: 
" 

phone serviee and in!: extend1ng lines until otherw1sep:r-operly 
\11 'I . '. 

authorized by this ~rmn1S51on. ''''. \ 

6. '!he authority' herein granted . Will become 

effective when Colorado River Telephone:' Company- has, paid 

the fee prescribed by Sect::ton 1904(b) of' the PubliC'_ Utilities, '. 

Code" w!uch tee'1s $2,,070 .. 
1 

i 
, 

Dated at ____ ..;.~.;;.;...;.,...:~_.;..TI:.;.;.,,_~~. ____ , California; :1 

this I t~ day of ____ .;..;.;A'P;...;.R_'.::.l ___ _ 

coliiiriiss10ners," " 
",." ,'",. 

',.-."" .' .. 
-, !.' 
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