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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Ir! t.he M~tt.er of t.1: .... : ApplicF.ltion of 
KE~~ TELEPHONE CO. for an Order 
authorizing it. to issue notes i~ an 
aggregate amount. not ~xceeding 
$5.508.450 and to ex~cut~ a related 
agreement tltld origir.al and zupple­
mental security instruments. 
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---------------------------------------) 

Application 60686 
(Filed June 25. 1~e1; 

Petition for Modification. 
Filed Sept.ember 8, 1987) 

,s(QEaE~ QP~ 

S1..lmro~~~ 

This decision grants Kerman Tel~phone Co. (Kerman) the 

authori ty reql.v.:st."d in the petition i'or modification of D~cision 

(D.)933SS. 

• In D.933S6 dated August 4, 1981 irL Application CA. )60686 

Kerman was aU'thorized 'by the Commi3sior.l., among other things. 'to 

to enter into a telephone loan contract (Contrbct) with t.h~ Rural 

Electrii'ica.tior1 AciministratiotJ. (REA) and tr!e Rur~.l Tt<;lephone Bank 

(RTB) ar!d to i!;SI)~ ,~md d~liver long-term Mortgagl!: Not,=,s (Nott<;s) in 

a.l'l aggregat,;, pr.irJcip.!tl amount. r.ot to exc~ed $5.508.450, to i'irJ.ance 

improvements of the company'~ plant faciliti~s. 

Kerman. in itz petition Ior modification oI D.93366 

filed on September 8. 1987) req'lestz a five-Yf;;:tar t:xt~n:lion of time 

in which 'to obtain ar.d r4"Jpay the lOl.ttl :flJnds from. thf'.l REA which 

were ~uthorized by Commission D.9~366. 

Notice of the filing of th-:: petition for modification 

•
bPpe~r~d on the Commi~3ion'3 Daily Calendar of September 15. 1987. 

No proteDts have been rec~ived. 
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• 
~~~~~~X~Qn of T~~ 

On August 10. 1981. pursuant to D.93366. Kerm~n ~xecuted 

th~ Contract and i~3U~d a Note to the REA and two Not~5 to th~ RTB. 

The Contract provided th.;tt t.he loan funds would. be advar!ced to Kerm::1.n 

over a six-year period and the Notes provid~d for the repayment of 

the loan funds over a period of 35 years. 

Currently. all the loan funds have not been advanced to 

forth in the Contract entered into by the utility, expired on 

August 10. 1987. The REA. which is the lender on the Note per-

taining to this extension of time requested by Kerman, has agreed to 

~ extond the time period for advancing loan funds and and t.o 

extend the schedule for repayment of these loan funds. Since the 

Commission approved the term$ of th~ Contract. authorization i= 

required for Kerman to enter into an extension of time agr~emer!t 

with the REA. 

Under the terms of the CorJtract. the Notes were 

iZt?ued at. different interezt rate!!!. wit.h a composite rate of 

approxim~tely 8.60% per year. The Contract provided that the 

loan fund~ on the RTB Note:5 bearing the higher intere3t r~te would 

be advanced first. The loan funds whioh h~ve not b~en advanced 

~re under the REA Note be~ring intere~t at five percent per year. 

In Kerman~s petition for modification. the utility al-

leges that granting the five-year exteneion of time would be 

~cen~ficial to the company oecaU5e of the five perce~t inter~st 
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• 
rat~ p~r year on ~h8 REA No~e. A l~tter da~~d SePtember 28. 1987 

from K~rmb,n' z attorney to the Comrniszior!' $ Evaluation and Compli-

ance Divizion (E&C Divi~ion), ~t&te~ that the low five percent 

int~reet rate on the REA loan funds would benefit the company's 

rat~?oyers. as well a~ the utility. Also. the letter indieate~ 

that if th~ Commission do~e not grant Kerman's petition for 

modification and the company i~ not able to extend the time for 

drawing down the available five percent loan fund~. Kerman would 

loze a year or more in starting the borrowing process over 

again. and according to the REA counsel, the utility could not be 

certain of receiving the advantageous five percent iAtereet rate 

• on F.I. new REA loan. 

The E&C Divi~;ion has reviewed Kerman' oS petition for 

modification of D.60686 and has concluded that granting the company 

the :fiv".:-ye~r extension of time tor loar! funds to be advanced and 

the schedule for repayment of these loan funds are not unreasonable. 

1. KfO.:rmaX'!, ~ C~liforni~ corpor~tior~. operate.~ as a public 

utili'ty e"bject to the jurisd.ict.ion of t.hi~ Comm.i8eion. 

2. Tho:" proposed five-year ext.ension of time for loan funds 

to be ~.dvarJ.ced lind the schedul~ for repayment of these loan fUtlC.S 

W01)ld be for proper purp03ez ,;trld would not. be adverse t.o t.he pub-

lie intere:!'.t. 

• 
:). There is rlO l·mown opposition to the proee~ding and X'.l.0 reason 

to del~y granting the authority re~uezted. 
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• 
A.60r.:8t3 EC/CFF 

1. A p~blic hearing is not n~c~~sary. 

2. The p~tition for modification ~hould be granted to th~ 

Thf': following ~upplemental order should be effect.ive or! 

of time expeditiously. 

SDPELEMENIAL QE~ER 

IT IS ORDERED that: 

1. Kerm~n Telephone Co. (Kerman). on or ~fter the effective 

date of this ~upplemental order and on or before December 31, 1992. 

~ is authorized a five-y~ar extension of time for loan funds to be 

advanced and to extend the schedule for repayment of these loan 

• 

fur.ds, and may include the additional authority for this extension 

of time as a modification of Ordering Paragraphs 1 ~nd 3 of Deci-

sion (D.)933SS dated August 4, 1981. as set forth in Kerman's 

~tition for modification of D.933S6. filed with the Commission 

on SePtember 8. 1981. 

2. This s1lpplemerLtal order i3 effective today . 
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• 

I. 

A . eo 6 e ~; Eel C F'F 

Th€' p'.:t.it.icm tor modificat.iorl i3 granted as ~et. forth 

~bov~. In ~ll ot.h~r respect.3, D.93366 remains in full !oree and 

-:,:f:f~ct. 

Dat.ed, __ O_CT __ 2_8_1_9_8_7 ___ • at. Sari Franei~eo. California. 
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STA~1.EY w. HULETI' 
President 

DONALD VIAL 
FREDERICK It DUDA 
C. MITCHELL WILK 
JOHN B. OHANL\.V 

'Commis.siOtleG 

I CERTlf'( .THAT THIS-OECsioN 
WAS APPROVED 8Y ·:J:HS AsoVE 
COMMISSIONERS 700AY: 

1JJ;tJt;Jit 
VidQr Woi~r .. &.o<.."Ti"o Cir~O" 
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