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Decision No. 831.59, 
BEFORE 'mE PUBLIC UTILIT:ms COMMISSION OF THE STATE OF CALIFORNIA:' 

In tbe matter of the Appl1cation o~ 
Redwood~pire Telephone Company tor 
autborization to borrow$1~285,OOO, 
issue a certain Mortgage Note tbe~e­
~orand to execute a·SUpplemental 
Mortgage in coonection therewith. 

Application No.. 54612' 
(Filed, January 30, '1974) 

ORDER MODIFYING DECISION NO.. 82626 

Redwood Empire Telephone Company (Redwood) oypet1tion 
filed June 10, 1974, seeks modification or ordering pa.ragraph 7 
of DeciSion No. 82626, issued March 19, 1974 in Application No;. 54612' .. 

Ordering paragraph 7 of' Decision No. 82626 reads: as, follows: 
"7. Redwood Empire Telephone Company shall make contraets 

and r~uest the approval of' the Rural Electrif'ication 
Admi'O:istration for construction in thef'ollow:tng ordero~ 
priority: 

a. Completion or REA Contract D-22 for the construction 
o~ the ~ Miguel-Parkfield toll l1ne_ 

o. Completion or outSide plant construction and 
replacement in the San Miguel exchange area. 

c.. Completion o~ outside plant construction and 
repla.cement in the Parld'ield exchange area .. 

d. Completion o~ the construction o~ a new central 
office building at San M1gue1 under REA Contract D-2l .. 

e. Purchase and installation or new central of'fice 
equipment at San Miguel. 

f'. Completion of the underground plant and constrUction 
of' a building in the Berrenda Mesa exchange .. 

g. Completion o~ the Cazadero-Timber Cove-Sea Ranch toll 
carrier under REA Contract D-~~ 

h. Installation or new toll ticket1ng equipment and 
construction of a warehouse in San ~guel. 

i. Construction or a warehouse and supply depot at the 
Sea Ranch office area. 
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j.. Construction ot garages for the CazaderO' and T1mber 
Cove cffice areas. 

k. Construction ot the hea.dquarters 'building at 
Annapolis Road at the Sea. Ranch." 

The prejects listed in the above crdering paragraph 7 
ot: Decision No. 82626 are cf twO' ldnds. Items 1.. a, e" d,. and g. 
were planned, r1naneed~ and commenced under the Rural Eleetr1f'ieation 
Ad.nWl1strat1on r s (:REA) "D" loan to Redwood (a.utherized 'by Decision 
NO'. 77208~ dated May 12, 1970, in Applica.tien NO' .. 51582 and Case 
NO' .. 8855). The rem.a.1njng projects listed are planned under the REA 
ftE" loan (autherized by DeCisien NO'. 82626, supra) .. 

The tunds est1ma.ted to be necessary ter the "DIT lean 
projects mentiened a.bove were shert of the centracted cost or these 
projects 'by $209,699. The trE" loan amount is intended tc> cover th1s 
deficiency as well as to' preVide funds tel' constructiO'n ef th~ ether ' 
projects listed in ordering paragraph. 7 O't Decision NO'. 82626., 

Beca.use petitiO'ner's constructiO'n cests have rel'eatedly 
exceeded est1ma.ted costs, because of evidence tba. t Redwood in 

the past has expended tunds 1n its Northern Division that were 
orig1nally 1ntended fer its Southern D1v:tsion, and 'becauSe O't" ' 
eVidence that Redwood was not adequately serving its SouthernDiv1sion, 
the CoIlltn.1ss1on f s intent 1n er<1ering paragra.ph 7 o~ Decision NO'. 82626 
was to insure the maximum ~eas1ble service improvements in the 
Southern DiVision trom the proceeds of the HE" loan. It was the 
CO'mmission's View that tb.1s could be accO'mp11shed''by requiring spec1:t1c 
service 1mprO'vement projects to be contracted fO'r,1n accord With a 
priority list. It was not the intent of the Comm1ssion to- requ1re 
tf ••• cO'm:pletion seriatm O'~ the prejects referre<1 to 1n Pa.ragra.ph 1; ..... Tf 

(PetitiO'n page 5).. It wa.s our intent to' requi.re ,seriatim commitment 
of ttE" lean tunds a.dequa.te to complete each project 1n the orderot 
pr10rities l1sted. This intent will 'be met it a projec~ on the 
priOrity list is contracted tel" and !fEn loan funds .. 5u:tt1c1ent tor 
contract com.pletion are reserved for t.b.a.t prO'ject", prier to execution 
ot a. contract and reserva.tiO'n O'f funds for a. prO'ject O'f; lower'prioritY. , 
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Petitioner states that because or certain 1nteTp~et&tions 
or ordering paragraph 7 of Decision No. 82626~ it has been unable 
to obtain release of tunds by the REA to pernut complet1onof"·contracts 
D-2l", D-22", and D-23. According to petit1o~er these contracts have 
been partiaJ.ly completed by use of "Dn loan :f'1.mds. These funds are 

now exhausted and petitioner seeks modification of said ordering 
paragra.ph 7 such that these contracts can 'be completed 'by use of "Eff 
loan tunds. Asserted~ a.ppropr1&te modifica.tion or the ordertng 
paragraph Will cause the REA to release funds tor this purpose •. 
However ~ mention must be made of a prior opinion rela.ted to Redwood r s 
"D f' loan (Decision No.. 81577 > JUly 3., 1973) 1n which.. we stated as 
follows: "If' it is determ1ned that the rema1n1ng unexpended "D" loan 
funds are 1nsu:f'fic1ent for this purpose LI .. e .. t to complete all projects 
'budgeted under the "D" loan.7., then applicant should utilize ret8.1ned - ," .\ 
ear.o.1ng$ or issue a.dditional common stock to. make up the deficit. ff 
In th.1s same ve1n~ by Decision No. 17208 ot May 12"> 1970~ we ,ordered 
Redwood to ma1nta.1n a m1n:1:mum equi.ty investment equal to 10% of" 
capitalization. In view of present exigencies we Will authorize use 
of "Eff loan fUnds f'or completion of the "D" contracts.. We rtll also' 
req'lllre petitioner to sub~t its plans to a.chieve an a~propr:.t.s.te 
capital structure upon completion of "E" loan expenditures. 
Findings 

1.. Modif1ca.tion of 'order1Dg paragraph 7 of" Dec1sion No. 82626", 
to pendt prompt completion of' contracts D-2l.,. D-22',. and 

D-23,. is reasonable and justified. 
2~ Redwood, should proceed forthWith With "Eft loan proJects 

which will yield maximum :f'easi.ble service improvements 
in its Southern Division. 

3. Redwood sh.ould 'be ordered to- submit a. plan to achieve· 
an appropriate, capital structure upon' completion 0,1" "E" 
loan expenditures. 

-3-



Conclusi.ons 

1. The peti.t1on of Redwood should be granted to the extent 
di.scussed hereinabove. 

2. No publi.c h.ea.r1.ng is necessary. 
3· The authorization here1l:l granted is not to 'be construed 

as 1nd1cati ve 0'£ amounts to 'be included in proceed1Dgs 
for the determination 0'£ just a.ndreasonable rates .. 

IT IS ORDERED thAt: 

1. Ordering paragraph 1 of Decision No. 82626 is mod1:f1ed 
to read as tollows: 

Redwood Empire Telephone Company shall make contracts 
and request approval o~ the Rural Electrification 
Administration for construction in the following order o~ 
priority: 

a. REA Contract D-2l tor completion 0'£ construction 0'£ 
the new San Miguel central of'fice bUilding, REA. 
Contract D-22 for completion of construction of the 
san Miguel-Parkf1eld toll line and of the Parld'1eld 
exchange plant, and REA contract D-23 for completion 
or construction of the Cazadero-Timber Cove-Sea 
Ranch toll carrier. 

'b .. San Miguel-Parkfield toll carrier. 

c. outside plant construction and replacement 10 the 
San M1guel exchange. 

d. Purchase and 1nstaJ.la.t1on of neW' central ofl"1ce 
equipment at San Miguel, including toll ticketing 
equipment. .. 

e. outside plant construction 1n the BerrendaMesa. 
exchange. 

t. Construction of a new central office 'building ~ 
Berrenda. Mesa. . 

g. OUtSide pla:n1; central off1ce equipment and station 
eqw.pment tor the Northern D1 ViSion. 

h. Construction of' a warehouse j,n San Miguel .. 

1. Construction of a warehouse and supply depot at 
Sea-Ranch. 
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j . Construction 0'£ garages tor, T1m.'ber Cove and cazadero 
of'1'ice areas. 

k. Construction 0'£ a headquarters 'builaing a.t Sea Ranch. 
2. Redwood Empire Tel.ephone Company shs.J.1., w1.tb.1n 60 d.ays of: 

the er'£ective date of this order, t1le its plans With the' Commission, 
to achieve an appropriate capital structure, upon completion, of ~Ir 
l.oan expena1tures. 

In all other respects Decision No. 82626' shall, continue 
in '£ulJ. torce and eti'eet. 

The e£rective date of'th1s, order shall be the date hereof. 
Dated a.t S=l. Fr:I.:lcisoo ,CSJ.i:f'ornia, this _.;./. ... V:_.?7 ____ _ 

day or .JULY 1 , 1974. 
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