e OHER

. BEFORE THE PUBLIC U’I'II,ITIES COMMISSION OF 'I.‘HE S‘I’A’I.'E OF CALIFORNIA o

Dec:.s:.on No

In the matter of the Appl:.cat:.on of
SIERRA TELEPHONE COMPANY, INC.. for-
an order. (2) authorizing it to- issue
a $5,950,000 note, (b). exempt::.ng the
issuance of said note from the

) | _

) Application No. 55853

)
compet:x.t:.ve bidding rule set forth ~ ')

)

)

)

)

)

(Filed August 7, 1975)

in Decision No. 38614, as amended,
and (¢) -authorizing it to exccute and
deliver a Supplement to Supplemental
Mortgage and Secur:.ty Agree:nent

Har::y . Baker Jr., for appl:.cant :
Sn.dnel.:r. Webb fo:: the Ccmm.ss:.on staff .

023&12&

 sierra Telephone compa'nYI Inc. seeks an order granting a.t_'j‘i"_' N

an exemption from the Comm:.s51on 5 compet:.t:.ve b:.ddlng rule,
| and authonz:.ng :.t (a) to 1ssue a $5, 950 ooo Mortgage Note to~
the Federal ananc:.ng Bank and (b) to execute and del:.ver a
Supplement to Snpplemental Mortgage and- Secur:.ty Agreement
After due notice, a publ:.c hear:.ng :.n the above-ent:.tled

matter was held before Examinexr Tom.xta :Ln San Franc:.sco on
September 19, 1975, at the conclus:.on of wh:.ch the matter was
,taken under subm:.ss:.on._ The cOmm.ss:.on has rece:.ved no protests
‘:Lntheproceedn.ng- S o

‘ e Appl:.cant :Ls a cal:.fo::'n:.a cozporat;on engaged ::.n tb.e
bus:mess of prov:x.d:.ng telephone serv:.ce pr:x.mar:.ly :.n a port:x.on T
of the County of Madera, For the year 1974 Jits reportecT operat:.ng.,
revenues and net :.ncome amounted to- $l 112 981 and $lS4 641 -
, respectively- - S oy




‘.l '
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The nt:Ll:.ty prOposes to :.ssue its Mortgage Note :.n the
principal amount of $5,950 000, and to use the proceeds for
estimated expend:.tnres smmnar:x.zed £xom Exhibit B, att ac}:ed, to
the appl:.catn.on, as fol.'l.ows. . B

Upgrade a porta.on of: the ,
Coarsegold Exchange plusg g :
Raymond: Exchange $2,484,162

Extend service to 1,280 new ' S

subscribers . 373,640

Establish toll. cente:: at Oakhurst . 632,780

Construct a- combination head- L
quarters and central. off:Lcc
ou:.ld:.ng at Oakhurst .- 438,610

New ‘equipment for Oak‘b.urst Central o
Office . - . 768,808

New microwave: toll system - - 475,000

Eng:.neex'mg :Eees I - 47‘77; 000

 Total 35, 950,000&}.‘1'1

., The Mortgage Note would bear a.nterest dete::m:z.ned pursuant
to Sect:.on 6(d) of the Federal Fmancmg Bank Act of 973. 'J.‘he
matu.r:.ty date for repaymcnt of each advance would ne no- later
than 34 years after the end of the’ calendar year in- wh;.ch thc
advance is made. The- U‘nlted states of Amer:.ca, act:.ng through
" the Adm:.n:.strator of the Rural Electr:.fxcat;on Adm:.n;strat:.on,
wonld guarantee to the :E‘cderal P:.na.ncmg Bank the mak:.ng o£ the
- payments when and as duc- p SR

e
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In support of :z.t.s request :Cor ex er*pu._on from compea.:.t:.veiyl’-“ o |
bidding reqwz.rements, the appl:.cat:.on sets forth the compa.ny s
reasons as fol.«.ows.- ‘ - ' . RS

*l. REA published a not:.cc in - ehe Federal
Register which included a description of the’
proposed project to be paid for by proceeds. from
the loan, the estimated total cost, the estimated
amount of the guaranteed loan, a statement that
the Federal Financing Bank has a standing loan
commitment agrxcement with the Rural Electrifica-
tien Administration and the name and address: of
the appl:.cant to which financing proposals may
be surmitted. If the applicant rececives other
proposals than from EFFB, it will be responszible
for evaluation of all proposals. and ‘-‘umshz.ng
REA with a xeport on the evaluations and.-its
choice of proposals- No othex proposals were :
rece.wed. ,

_ ,2. An :anest:.gat:.on of othcr poss::.ble .
sources of a loan in the. order of this magn:.tude
by the management of this company. disclosed; that
none. were ava:.lable at suc:b; "avorable mterest B
rates.“ o . ‘ O .

After cons:.c’.eratxon the COmm:..;.s:Lon J.J.nas that.‘

The. proposed documents would not be adverse
to the publ:.c~ mterest. :

'I‘he. prOposed Mortgage \Tote would be for
proper purposcs. e .

cOmpet:.t:.ve bzdd:.ng should not. be requ:u:cd
with respec‘t: to tlhe proposed Mortgage Note-) ,

The monecy, propem.y ‘or. labor to e procuxed or
paid for by the issue of the ilortgace Note
herein authorized is reasonably required for
the purposes Specn.fled herein, which pu:r:poses
are not, in whole or in part, reasonably = '
ohargeaole to opcrat:.ng expen.ses or to J.ncome- o




On the basxs of the foregoxng flndlngs we concludc*thAt
the application should be granted.\ The authorlzatlon heremn
granted is for the purpose of thzs,proeeed;ng only, and- zs not
to be construed as zndleatlve of amounts to be 1ncluded ;n
proceedlngs for the determ;natxon of just and reasonable rates.

Moreover, nothxng in Ehzs deexs;on zs to be construed
as concurrence in the reasonableness of proposed servrng nrrange-‘
ments or tariff mod;fleatzons. ‘Fox example, although the body of
the appl;catzon Lndzcates that the company intends: to exclude
mileage or zone charges from its tarxffs, the utxlxty does not
seck authorxty to do so~zn the prayer.

' The. latter, proposal is contrary to the rateqmaklng
‘ pb;losophy of thas COmm1531on. w:th rarc-exceptzons, we have
establxshed rate desxgns wh;ch nge reasonable-recognxt;on to'the
| relatzve cost of service. Zone or mzleage rate. treatment,
especlally in rural areas, accompl;shes ‘this. obgectzve.‘:ln
addltxon, Section 728 of the Calzfornla Publ:c Utllltzes Code
requlres,thls Commlssxon, in f;xlng rates,‘to take Lnto consmderatlon
rates for comparable service in adgaeent terrztory,‘ Nearly all
roral exdhange terrxtorles in Caleornza employ'zone-or mlleagc
rate treatment._ For these reasons the company s proposal to o

exclude m;leage or zone eharges from its: tarszs wzll not be
authorxzed.n ‘

ORDER

_ IT IS ORDERED. thats S — :

1. The proposed $5,950.000 Mortgage Note: lssue of Sxerra
Telephone Company, Inc. zs»hereby exempted frem the Comm1551on "s
‘competltlve b;ddzng rule set forth in Dec1510n No. 38614 ‘dated
January 15, 1946, as amended Ln Case-No,‘4761- L o
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2.’ SJ.erra Telephone c:ompany, Inc., in o::dcr to obta:.n funds
for the purposes specified in thn.s p::oceedmg, may :.ssue :.ts
Mortgage Note in the pr:.nc:.pal amount of $5 950, 000, wh:.ch y
document shall be in substantxally the same fom as Bxh:.b:.t D
attached to the appl::.catz.on- _ o _

3. Sierra Telephone Company, Inc. may execute and del:.ver
a Supplement to. Supplemental Mortgage and- Seeu::a.ty Agreement in:
substant:.ally the same f.orm as that attached to the appl:.cat:.on
as E:ch:x.b:.t E. ‘ - -

4. Siexra Telephone Company,, Inc. shall f:Lle w:Lth thc |
COmma.ssz.on Teports required by General Order No., 24-8, wh:.ch ,
order, :.nsofar as appla.cable, is hereby made a part of th:.s ordcr.

S. '.rh:.s order shall become effective when s:.er:r:a Telephone
Company, Inc. has pa:.d the fee prescr:.bed by Sect:.on 1.904 (b) oi
the" Publn.c Ut:Ll:.t:Les Code, which fee is $6, 950. e o

| Dated at. Sa.n Franc:.seo, Calzfoma, th:.s " "Z day
of 0ctober,‘197$. ‘. : R . -

pusuc unm:s ccwf;ss'ca |
CALM‘ :

Canmissione?&v SRR

_ Comissd.oner Vmon I.- 'Sturgcon.' boing
- pecessarily’ absent. ‘d1d not. paruc:.pa,te_
tho dispo..iuon of this: i




