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Decision No. __ 7_1 __ 58_2 __ _ 

In the Matter of;the Application 
of 

'l'BE WESttRN TELEPHONE COMPANY, 

) 
) 
) 
) 
) 

a california co:z:poration, for ) 
authority to- (a) enter into an ) 
1.mendment to Telephone Loml ) 
COntract, dated November 1.2'.,. ) 
19$1, between Applicant and the ) 
t1ni ted States of ·~eriea· \mder ) 
and pursuant to the Rural " } 
El~ficationActof 193&.,. as ) 
amended, :ac:ting through the ) 
Adm;; Dl strator of the Rural ) 
Electrification Administration#, ) 
(b) issue ana sell; its. pranissory ) 
notes to the united States of ) 
.t\meriea in the aggregate principal ) 
amount of $1,000,.000, bearing ) 
interest at the' rate of two per ) 
cent ,per annumr eel to execute ) 
and -'deliver a supplemental ) 
m.ortgage of realty and chattels ) 
to secure said promissory notes. . ) 
Cd) to issue 1852' shares of, ) 

Common Stock, $2$ Par Value; and-, } 
to· apply the proceeds realized, ) 
from. said promissory notes-and ) 
sale of Common StOck tofinanc:e ) 
add:i.tions and,betterments.- _. ) 
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Application No:.' 48870',-{' . 
Filed· ,Octobe%> 14,1,966' 

and' Amendment· :;>', 
Filed October :.: 27'~ 1966 

.,," 

o P I NI O' N 
-.----~---

'I'his is an applieation :Zer' an order of the Commission 

authorizing The Western Te'.ephone Company (l) to issue and sell 

1,852 shares of it& $2$ par' value eommonstoek for an aggregate, 
.. ' . , 

consideration of $100,000; (2) to enter into':an :Aman&nent to 

its Telepbone Loan .Contract with the United States ·of.Am~ca,. 
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~ '. .. A.48870 ...-,' , 

.-"':..t " r 

"~:. I, , ;~, " .'. '. L' ' • 

a,c:t:i.ng through the' ~~dmini strator of the Rural Electrification :. 
, 

Admin; stration~ (3)" to. execute and deliver a' SUpplemental. 

MO~9i'1ge and Financing<Statement:. ana (4) to. issue md 

deliver Mortgage NO'b;)s in~ the aggregate prlncip81 amount 
\',' .. 
'"" I' 

" <;>f:$l,OOO,OOO. 
,~. \ 

Applicant is' a 'calif~rnia' corpor~t;Lon' engaged in 
\\ 

business as' a publie:uti~l'ty '£ul:nishing local and .toll tele-
" "', I' " ., 

phone· service. in~i.ty· coun:ty<and in portions '.' of HUmboldt,. ' 

MendOl:ino and 'l:e'hmua cOunties. . According to the CCCIlpany': s • 
~: I " 

l.96S mmual. report On 'file with. the Commission, its, ope~ting __ . 

revenues and- net ilicome for;. the' calendar year were $1,41i~214 
l' " ' 

and $l39,083, respectl.ve'ly,.· =.d· a total of S,460telepbones 

were in service at.th~· end of the year. For the, e19ht~ontbs 
endee'AUgust 31, 1966-, applicant reports total operating: -

revenues of $1,000,738: and net incOme of $1J.3,633.The ':' 

application Sh~~ that thecompany's net. telephone' plant 

investment was $5,477 ,315, as of August 31, 1966~ 

Previou~ly, the Commission has 8uthorizeC!' the utility 
'. 

to engage in Rural. Electrification Achinistration,' financing' to 

the extent of $4.188,000 in order to retire indebtedness and 

to expand plant facilities in, its service area.' Xt appears .•.•.. 
~ I, ' .. 

that the entire $4,188,000 of· -loan proceeos were expendecl:by . 

. : 

" ' 

" " .. , ~. 

early 1964, and ~at extensive ~ditions- to plant, havEt:t>een . 

made since that time. :.~ . 
The. caupany 's' construction plans indicate- that: .. 

expenditures of $2, 210,' 997 will be req\lireaover· a fivc-year·· 

period ending' in 1971 for £m:nishin~ service to 1,631 
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toll.facilities and dial central office~., A sum of·. $5,500 is . 
. ".... , ' . 

.. J i1ic:lud~d':'in sal.ci' expenaitux:~s' f~r th~.~roposed toll station. area' 
• ~'.10' '~ •. ,'. ",.,.. '" • ,""""' , , '~~_'I'~., . .':' " ; 

.--
·'o£:.~:Gul.cli~· wlueh are~ is the .:subj~' adi~~Cn;~,'.i': .. ","'-"~ - .. ',,- .. ' .' "', "" . '. .\", '. : ','. .' " 

.apPllc:an: ~lJnd,.HappyvalleY'rel~hO~.· 'canpanyinpendl.%igCase:s.· ~'.' ""."-, 
f., • "'", ". . "'" '1." ~~-.;..-

Nos. '8462 .. and 8474. It~ppears that/interim, loans incurred, in 
.#~ .'" 

connection-·with applicant' scon,strUotion p:rogr~ are outstanding:." 

c:urrently:-I"n an' aggregate amount of;$5S0,OOO" 'includinS "$200';:()OO: ' 
,I" ' 

, . 

authoriZed"by~Decision No. 7086S~ dated,June~~.196~'.'in, ..... ')"'. 

'Ap;Ucat:Lon No. 48514~::',.'. 
- .... ~-..,. ....... ' ..... " 

Xn this proceedin9'~ the. canpany proposes tobenow 

$l~OOO,OOO throu9h additional Rural Electrification Administrati'on.··· 

financing pursuant to· the provisions of an .Amendment to- its 
',' 

Telephone ,Loan Con~ct. The'borrowing, will, b~,'evidenced':by~ 
,'. 'r 

35-year 'Mort98-9'C No~':es bearing ,interest at the rat~ of: 2% per,··; 
,',. 

~e notesw.LU be: secured ~Y 'an existing'~ort9'8.ge'as.: 

anended or supplemented. 
L •• ' 

. ....... ,. I 

'.,.1 .• 

/ 
As a~cond:i.tion;for obt:a:i:ning., said$i~Ooo,oOO~,.the " .. -~ '.: 

'. ' ., . ' . . -.......... 

~al Electrification Administration requ1res'·the'·'company, to, 
,increase its :cquity,by at least $:25.0,OOO .. ~ough: the.,~al~ .~f .' 

.' .' .... if: : ,.~~~~., ', .... ' \' .'.:~. j.' r", ',.'" I\.':~',:''''':''''~·' 

. . additional common stock. It appears,~~t saidrequiremen't: ',. " 

- ;" 'was -met~~libi' thc.sale'of:~omm~n stodc·'to'''~~··;'~~t '., ':'.'" I 

.-,:.-t............--.~~.' "-. 
'" " 

.. ,' ... --
. - " "" 'dated May 24, 1966, in Application NO~: 4~S~· ,In-·order:to.:,· ~-... 

u._' >'.,- . ..". "_. "", •..• ,:+ ."" •. ~ •. .,,:." ...... ~ .. ,' ~ ...... ,,,,:- .. !,.,, .. ,; ... : '.' ~~.'*' •....• ~~j.'~:' •• "'" ,;. I;, "", . "" ••. :. 

.. ',~. comply 'ful;ly with-the requi:rementlthe"ut:i:Uty.p:r:,opc>se.~,t<?:_. 
_ •••••• ~.. • __ ... ~ _~ of .. ,~ •• '~·l)·.' , '." .', '" 

-. issue'" i:SS2' shares'.of~its cammon stock,' te>.-:-Conti.nental. . 
'".,-~ .• '. '. "" • :;,'~.," •..• "::;,:-';"-.,~ • .,..",,.,.,?,' .. ,',. '·Id/.\\··'·"·"''''':;·':-~.'~~~'' 

'-. . ...... 

, Telephone- corporation7"for"a""cons.ideration of $lOO~OOO, .. _ which _. '".' 
....... "":':" ... '~~ ",..... ,~ . r, ., ..... \ ., ,,,,;.-,,,,.,,,: , ,~\\,... \ .' \ '"".' ,.,.~,~~,'.·",",',.::~,~:,:~~,'~:,~,~,u;_, ;.""'." :.~ .. -. _ ..... - . 

. -.... .. ... ~' ... ~',' .. , "':. ,··,(.·''1. ... ..;111.. \ '. 

".-' '··~~~1:t.· 
" , ,.,..... . .' '., ._ ~, ",', .,0.""-•• ',' ,' ........ ,... ...... .,.., •• ' • .,. . , 

, •• ___ --. I 

.-.~" .. ,..'.~ '- . ., 

'"->. ","" , 
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is equivalent ~o a price of approximately $54 per share. The 

balance shoot, attached 'to the application as·Exhibit B, 
I, 

i::l<:lic:ates <l book va.lue., of $53.93 per sha:c for the common stoe1~ ,. 
" 

as of August 31, 1966. " 

-, 
~I 

Accordin.g to the application, the proceeds to', 'be 

derived fro:n the proposed note and. stock issues will be 

applied toward dischuging $550,000 of interim construction, 

loan's and fi.n:uleing pa..-t of the company's. cons·~c:tion;p~ogram. 
. , , 

The Co:amission has consiClcred·t.his matte: and 'finds 

that: (1) the proposed note l!.nd stock issuo~ arcf~rproper 

pw:poscs,; (2) them~ney, property or l~r "1:0 '~' proourcc1 or' 
• ~"'I' 

paid for by the, is'sue of the' notes and stock. he=ein:' authorized 
. , ' 

,',;r' 

is reasonably reqtd..red for tho purposes specific<l, herein: ' 
. ",~, ' 

(3) sueb. PW:P03CS are no"c, in whole or '~ part,.. ::reasonably 

... ' " 

I. ' .• ' 

chargeable to operating expenses or to tncome'~~;~and' (4) the 
.... • 'I 'It:' ... ~:;, ". . 

proposed ::dOC'Jments .. ..r.i.ll not be adverse t'o the': F'ublic interest. 
"I I 

On the b6sis of these findings' we conelude that. the 'application£," ~ 
. . " 

<lS amcnd~d, sh.ouldbc granted. A public hearing i:, not> necessary. 
'. \.<", 

In i::suing our o:dcr horein" w~place: applicant and 

i~s shareholders on' notice that we do not regard the, n=be:: of 

shares outstandin9', the tobl par y::,.lucof the shares nor the 

dividends paid as measuring the return :lpplicant:,: should be 

allo'Wed to earn on its invcstmcn":: in plant ane~ that the 
.\ 

:luthorization herein gr~ted is not to be const:ued' as a finding 

o£ the value ofapplicant·s stock orproportiec nor as indicative 

of :::moun~' to 'be included in proceedin~s for' the' detem5.na:'f:ion of 
, , 

just and reasonahle rates. Moreover, such, authorizatior. is 

'WithO",lt p::ejudice to the issues,in' cases Nos. 846Z,;and'S474,~ 

., , 
4- -:~" 

:,' 

. ',', 
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IT' IS ORDERED that: 

·1. T::loe Western- 'l'elephoneCompany may enter into and 
, 

exa~te an;~endment'to its Telephone 'Loan COntr~ct mth the 

'O:li ted States of 1Imer£'ca,r aoting through the Administrator of 

tile Rural Electrification Administr~tion, and mayexceutc' and ' 

doll vcr a. $\.."l?p!emcntal Mortgage and· Financing Statement,. wh.ich· 

documents shall be in the sa."tlC form, or in substantially' the ' 

same form, -as those attacll.ed to the a~pl;ieati6n as Exhibit,G 

and Exhibit!::, rcspoeti vcly • 

2. The west.ern Telephone company may issue and 

deliver Mortgage Notes in the aggregate . principal ~ount of 

!lot to exceed $1,000,.000 in':the same form, c:: ill sUbstan~i~).y 
the sa:ne fo:m, as ~t attached' to· the- amendment' to the 

application. 

S. On or af".:er the effective date hereof and on or 

before J".:mc 30, 1967,. The ~"1cstc...-n ~clc:i?bo:o.e Company may issue' 

::tnd soll 1,852 sh:n-es ofi ts common stock for an 'aggregate 
. " 

consideration of not less than $100,000 to.. Continental 
" Telephone co~ration. 

~'. The Western 'Xcle:phone Company shall use the 

proceeds to De derived from. the note and stoekissuQs'herein 

authorized for the purposes set forth in this p::oeeeding.-

5. The Western ~elephone Company s'hall file ~1itA tl',e· 

Commission a report, or reports, as roquil:cd: bY' General .. Order 

NO. 24-:8, waich order, insofar as appliewle, is horoby 

made a part of this-order. 
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6. This order shall becane effective when 'J:II:i~Western. 
I '1< 

" ." , 

Telephone Company has paid the fee prescribed by Seetion::;1904'(b) , 

of the Public Utilities Codo, which fee is $300. 

Dated at __________ ~&m~.~~~~ds~eo~ ______ _Jr california, 

;f2ZJ NOVEM8ER ,this~ - day of ___________ ---', 196&. 

• 'I" ." 

e..1SS1o:tle1'Ceorce. G .. : Gr<:Iv&r, 414. > 
~'t. ~rt1:C11)a'te.1n .. \ho4ispos1Uo.a,:", 
of 'th1s',procoed.1xl&~~:·' .• ,', ,.', ' ,",' 
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