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Deci~ion 

BEFORE THE 
87 , 1 O~? N @(D)r;~ i7r~nW~~ ov 2 5 7C~i" UiJUlgjIJL.flJ ~ I 

PUBLIC UTILITIES COMMISSION OF THE STATE 'OF CALIFORNIA' 

Application of BAY AREA CELLULAR ) 
TELEPHONE COMPANY for authority ) 
under Sec~ion~ 81S through 830 ) 
and 851 of the Public Utilities. ) 
Code to is.s.ue evidences of indebt- ) 
edne~s in the principal amount of ) 
up to $32.000.000 and to encumber ) 
public utility property. ) 

(O-3007-C) ) 

------------------------------) 

Application 85-11-011 
(Filed Noveaber 7. 1985; 
Petition for Modification 
Filed October 22. lSB7) 

SPffLEME~IAL QflijI~ 

Summary of necision 

This. decis.ion grants Bay Area Cellular Telephone Company 

(BACTC) the authority requested in its. petit.ion fo,r modl:fication. 

of Decis.ion (D. )85-12-078 as amended by D.86-0S.-03.8. 

BACTC received authority from thi~ Commi5s.ion. under 

I 

I", ' 
I 

• D.S5-12-078 dated December 18. 1985, as amended by D.86-0S-0S8: 

dated August 6. 198& in Apl'>lieation (A.)8-5--11-011 (a) to issue 

'. 

, 

evidences. of indebt.edness (to- be referred to- as Debt. Securities) 

in the aggregate principal amount of, up to .$32:.000:.000 under a 

Term Loan Agreement wit.h Erics50n. Inc. (Ericsson). 4lld (1)) 'to-
, I' 

encum~r its public utility property under the term~ of it.s. 

s.eeurity agreeme~t. I 
I 

BACTC filed its petit.ion to modify D. SS.-,12-078~ as 
I 

extended by D.SS-OS-03S under Public Ut.il'it.ies (PU!) CQ(le ~ctions .. 
I 

816 through 830 and 8S1 for the :t'ollowing~ 

1. ., I 

To increase it.s aut.hority gr~ted Ul'laer 
D.SS.-12-078 to issue Debt Securit.ie~ from 
S32. OOQ • 000 to-SSO ~ 000 .000.' an increase .-~"-
of $18,000,000 aggregate p::incipal ! 

amount.; 
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2. To encumber public utility property as 
~ecurity for payment of such Debt 
Securities; and 

3. To extena the time fo.r authority from 
December 31. 1987 as authoriz.ed by 
D.86-0a-03s. to December 31, 1991. 

Notice of the filing o.f the petition appeared o.n the 

Commission'S Daily Calendar of October 26, 1967. No pro.tests have 

been received. 

BACTe. a general California.partllership,. i& a certifi

cated provider of cellular telephone ~ervice in the San Francisco. 

and San Jose metropo.litan areas. BACTC is authorized to o.perate 

as a reseller of cellular telephone service in the Napa-Fair-

• field-Vallejo.. Santa Rosa-Petaluma ana 'Santa Cruz metro.politan 

areas. 

BACTC·s partnership con~ist:s of the following partners 

with the following interests: 

1. PacTel Cellular 

2. Affiliates of McCaw Cellular 
Communications. Inc. 

3. Intrastate Radio, Telephone of 
San Francisco. Inc ... A PacTel 

37.SX·. 

32'.9 

Cellular affiliate 23.~ 
and' 

4. California Celcom Co.mmuni-
catiens Cer? 6.Q 

To.tal lOO.OX. 

Fer the eight menths ended August 31 .. 1987. BACTC 

•. reports it generated total revenues of $20-.912.621 ano: net income -
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.' 
of $3,558,S25- a~ shown in it~ Profit and Lo~~ Stat.ement attached 

to the ~tition as part of Exhibit A. 

Al~o ~hown a~ part of Exhibit A i~ BACTCP~ Balance Sheet 

as of Augu~t 31. 198-7 summarized as follows: 

Net Oti11ty Plant 
Net FCC Licen~es 
Current Assets 

Total 

Liabilitie: and Partnership: Equity 

Net Partnership DefiCit 
Long-term Debt 
Current Liabilities 

Total 

Amount 

$31,782.000 
19.000 

11,2:>8.000 

S(2 .. S7S.000) 
32'.000,000 
13,73:h OQQ 

$43.0S9'.000 

BACTC propose~ in thi~ petition to increase 1t~ Debt 

Securities under either Ca) the existing finanCial agreements 

that BACTC ha~ with Eric~son. which th1~ Commiss.ion has-previ
I 

ously approved under D.85-12-07a. or (b) to: enter into: a netlr 
I 
I financing arrangement whe,reby BACTC could neeotiate w:i'th al:IY 

major kneriean bank t.o secure t.he loan. 

MeTe's present, facilit.ies consi~t of a network of 34 

intiividual cell sites. where radio.tran~mitting and receiving 

equipment is-. used to send and receive ~ignals to- and from. cellu

lar telephones. The~e cell s.ites eons.ist. of ant.enne~.-whieh may 

be mounted on 100-foot to 200-foottowers. on rooftops. or on . 
established telecommunications sites.. The radio equipmen~ is 
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hOl,l~ed in ~e:~arat.e ~hel ters or. in 'the case of previously 

eXis'ting si t'es. equipment rooms.. The cell 5i te:\'. are connected 

wi'th the wire line 'telephone system. either directly by mO~$ of 

c~ble:'1 or indirectly. throueh microwave leD.aths. The Main 'rele

phone Switching Office (MTSO) route:\'. all tele~hone calls throu~ 

the system ~lnd provides billing information. Cellular telephones 

are primarily u~ed in automobile~. 

BACTC propo.:\'.es to increase the number of cell s.itos. 
I 
I 

from ~4 to ,~pproximately SO in 19S5 and plan~ to add more eell 

si tos in s.u'bsequent years. BACTC also anticipat.es spending ap

proximately $2.000.00:0 to expand the' capacity of it.s. MTSO 'by 'the 

• end of 1988:. The increase in the number of cell sites will 

:support. a :!I·Ystem reconfi~rat.ion throu~ cell splittina t.hat will 

serve e larger number of customers than was ant.ici~t~d in the 
J 

initial eonfi~ration. The reconfiguration of the system will 
I 

also impro'/e the overall performance of the :sy:sU:t1n to all 

customers. BAC'I'C has already procoeded with much of the engi";' 

nee ring design and eQ.uipment in~talla.tion neees~ry for cell 

:s.plitting.: and the addition of t.hese ne~ cell :5ite:s.. willcont.inu.e 

t.he expan~ion of it:5 sy:s..t.em reconfigurat1on. 

BACTC a$$ert~ that. the number of cell :5it.e:s. ml,lst ~ 

inerea~ecl t.o accommodat.e t.he unexpect.ed rapid. growth rote 0'1 

BAC'l'C'!> cu!>tomer ba.:s..e. In i t:5 petition,. BACTC $t.ate:s that. by mid'~ 
, +,' 

1987 it.s eu:s.tomer base exceeded the 18.600 CU:5tomer:s. which it had 

• projected to have by t.he end of 1981. It also allege:s.. that 

-4-

I 



• 

• 

• 

A.85-11-011 EC/KLH 

it an~ioipa~e~ r~aohing 38.000 ou~tomer~ by the end of 1966; i~ 

had originally projected a targe~ of 30.600 customers by the end 

of 1989. 

Under the authority previou~ly granted in D.8~-12-078. 

BACTC has is~ued Debt Securities tc date totaling :&32.000.000. ~ 

of Augu~t 31. 1981. BACTC had also is.sued: short-term 1ndebted.ness 

of about $6.135.000. 
I • i : 

, I I 

BACTC was required to- undert</lke the addi
I 

tional zhort-term debt .in order to accommodate the: rapid cowth in 

i~s customer base. BACTC proposes to in¢rea.se it.s; maximum debt 
I : I 

, , 

limit to $50,000.000 in order to continue its sys~m expansion 
, 

during the year 198'S: and beyond. It proposes t.o- f:inanee this. 
I I 

addit.ional borrowin~ through eit.her i:ts curren.t arr~ements with 

Ericsson or t.h.rough a new finanCing arranaement with a major 

American bank. 

Ericsson, i~ a Delaware Corporation which pr.oVides. .among 

other things, cellular mobile telephone sYstems and accessory 

items to cellular telephone compan,ies. BACTC has purchased from 

Ericsson a eMS 8800 Cellular Mobile Telephone System which 

Erics~on has configured and installed as the es~ential component 

of BACTC's cellular telephone system. 

plArchase financing arrangement~ was attached to- the-i"~'1't.1al appli~~ 

cation in this proceeding as Appendix A. The term loan .agreement: 
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~~lo-:.-:: EACTC 'to. borrow :fro~ Ericsson under 'three 1:.nes. of lo.a%l:5. 

a~ follow~: 

1. Equipment. loan~ sufficient. t.o finance the 
purchase and installation of the e~sen
t.1a1 equipment needed te- initiate and 
expand the system; 

2. RF (rad'io. frequency') lo-,..o.s. sufficient. to. 
finance the purchase and! ins.t.allat.ion of 
t.he equipment. and services needed to. build 
and operate the cell sites; and 

3. Working capital loans. - to pa~ for other 
co.nstructio.n co.st~ and 1:.0. di:scharge 
()blii'ations. 

The maximum term of these loans is. ten years. The 

interest rate will be 1% above the prime rate of the bank to which 

Ericsson has ass,igne-d 'the loa.n~ The commencement. of interest 

payments varies with each loan. The rePdY'ment of principal for 

the equipment of RF loans is deferred for three year~.. Loan 

payment.s for both int.erest.. and principal are to be paid quarterly., 

BACTC ha~ issued a serie~ cf promisscry notes under the 

Term Loan Agreement up to' a current level of long-term indebted

ness of $32.000.000 and short-term indebtedness 0.1' about. 

$6 .. 136.000. As of August 31. 19S7. t.he long-term and short.-term 

indebt.edness collectively covered about $15,129',000 for equipment 

loans. $13.407.000 for RF loans and $9.000.000 for working capital. 

As part. of the financin~ arran~ement. Ericason will 

reQ.l.lire that BACTC execute mort.gages. 0..0. its real property owned: and - : 

used as part of the system" assign all leasehold 1n'tere~t~ and 

• similarly used real property and execute anagreeroent granting 
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Eric~~on a ~ecurity intere~t in all e~uipment delivered to BACTC 

for u~e in providing the cellular carrier ~ervices in the Bay 

Area and in the proc,eed~ and produet~ of thi~ equipment. 

Baljk Financing 

The essential terms and condition~ which BACTC 

anticipates receiving under the revolving credit/term loan from a 

major American bank are a~ follows: 

1. 

2. 

3. 

4. 

s. 

I Amount;, - $50.000.000 
! 

hnl-; Four-year revc>lVing credit to, 
conve~ to a six-year term loan with the 
following amortization schedule: 

Year 5 - lOX 
Year S - lOX 
Year 7 - 15x.. 
Year 8 - 20,. 
Year 9" - 20X 
Year 10 - 25t: 

Iljtere:t Rate -The interest rate will 
vary depending upon the rati~ of the deot 
outst.andin~ at the end of a particular 
quarter to the operation·s. cash flow for 
the I prior three months" annualized. 
BACTC' anticipates obtaining an interest 
rate that matches or i1s lower than the 
majo,r American bank"s prime rate. 

Prime Rate Cap - BACTC's interest rate 
shall not e.)Cceed,9'. 25% during year 1 ~ 
10.50% during :vear~ 2-3 and 11% during 
years- 4-5. 

Unu~ed Commitment ~: - During the 
revolVing period. a fee equal to one 
quarter of one percent shall be char~ed 
on the unused' daily' balance of the ---.::. 
commitment. payable quarterly • 

S. Prepayment penalty - None. 
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7. Seeuritl - None. BACTC will be required. 
however. to agree not to pledge a~~et~ 
or partner~hip intere~t~ to another party. 

BAeTC anticipate~ concluding negotiation~ with a major 

A111t"ric~n bank b(!'for~ the end of thi~ year and will promptly advi~~ the, 
I' 

Co~~iseivn Advi~ory and Compliance Divizion (CACD) formerly ~he Eval- , 

uation ~nd Compliance Divizion of the final termz and eonditionz oi 

t.he arr'9.ngo!mentz. In the even't that BAeTC zeleetz the major American 
I 

b.!lnk financing arrangement rat.her than continue w'i th the finanCing 
, 

ar.rang~ment tha't it ha:5 had with Eric~:5on. it may only do Z~~ U~n the 

~xpr~~:5 condition th.,.t the term~ ~nd eondition~ of t.he fin~lcing 
i 

~rr~ngern~rl't~ for the American bank are equal to or mor~l favorable than' 
, 

the tem~ ~Ilnd condi t.ion~ t.h~lt it now ha:5 wi th Eric~~orl, u:c.der the Term 

Loan AgreeIl',lent. 

The proeeedz of the additional loan~ will be u:5ed t.o 
i 

purchaz<:1 equipment. conztruct additional cell zitez, expand: the 

capacity of the MTSO and di~charge obliga'tionz. While the T~rm 

I.O.!ln Agreement with Eric:5:5on referz to "working capital loanz" , 

BAGTC :5ta't~:5 that. the~e lo~n:5 will be u~ed 'to pay for con:5t.ruct.ion 

CO:5tz. wi 'thin the meaning of P"(,T Code ~c't.ion 817 (b) . 

Azzuming that BAeTC negotiate~ favorable term:5 and 

condit.ion~ wit.h a major Arn~rican b~nk, BACTC will uze the proe4~<ed~ .• 

from thie: loan to payoff i t!S exi:,ting obligation:5 under the E:"ic:5~on 

Term Lo~n Asr"!ement. purcha~~ equipment, con$truet additional cell.· 

• :Ii t.e~, expand .the capacity o:f the 11T50 and di~charge other 
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oblig~~ions. Th~~e proc~~d5 will not b~ u~ed ~o meet oper~~ine 

CACD ha~ r~viewed the peti~ion ~nd concludez that 

BACTC'z propozed Debt Securitiez and encumbrancez of pro~rty are 

nt'Cf!'~~ary to purch~ze. con~truct and finance ;the propo~ed expanded 

cellular ~yztem. BAC'I'C iz placed on notice. by thiz decizion. 

that. the Comm:1.z:.ion doez not find t~at BACrC·:., expandedcon:.truc-

tion program is necezsary or reasonable for ratemaking pUrp¢:;e~. 
I 

'I'he~.e are j.:;SU~5 normally t.ested in go:-neral r,.,t.e or rate base 

uOdJ pgk5 gf '~ 

1. BAI:TC. a general California partner~hip, operat.es as a 

cer~ificated provider of cellular telephone service under thiz 

2. EAC'I'C's proposed i~suance ·of Debt. Securi ~ioes to iina..'"l.ce 

it.s expansion t.hrough either (a) its existing financing arrange-

men'ts wi t.h Ericsson or (b) a new finanCing packae~ from a maj,or 

American bank would not b~ adverse to the public in'terest. 

3. BACrC ha.::: need for external funds for ~he purpose:,> !>et. 

forth in ~he ~tition. 

4. The proposed encwnbrances of property ~ zecurity for 

the variou~ loans under the Eric~!5on finanCing are not adver~~!' to 

the public int~rest. . 

. 5. The Commi~sion do~~:; not.~ by thi~ deei!lion. de't,cermine 
• th~t. BACTC·.5·con~tru.c:tion progr~ is neee~sary or rea~onaole t<>r 
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ratemaking purpo5e~. The5e i55ues are normally teat~ in general 

rate or rate ba5e off5et proceeding5. 

S. There 1:5, no known opposition to this pet.ition and there 

i~ no rea~on to delay granting the authority requested. 

~~clu~ion= ~f Law 

l. A public hearine is not neces~ary. 

2. The pet1 t10.n should be granted to- the extent set forth 

in the order that follows. 

The proposed ~ecurity issue is for lawful purposes and 

the lIloney. property or labor to be obt4ined'by it i~requir«i for 

these PUrpo~es. Proceeds from the ~inancine arrangement~ may not 

• be . charged to operating expenses or income., 

The followine order should· be effective on the date of 

5i~ature and. payment of the fee set 'by PO Code Section lS04,(b) to 

enable BACTC to borrow the money and encumber its property 

expeditiously. 

SupPLEMENTAL ORDER 

IT IS ORDERED that: 

1. Bay Area Cellular Telephone Company (BACTC),. a general 

California partnership, on or after the effective date of this 

order and on or before December 31~ 1991. may issue Debt 

Securities in the aggregate prinCipal amount of up. to- 850.000,.000 

under either (a) a Term Loan Aareement and related~1naneial 

documents pertaining to- the purchase and financina arrangements 

• with Erie~son. Inc. (EriC5son) or (b,) terms and' eond'ition:s with a~ 
-10-
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major American bank having ~ub~tantially the same or more 

favorable interest rate, maturity and other financial provisions 

as the Ericsson financing arrangement. 

2. BACTC may encumber the additional property included in 

it~ expansion under the term~ ~et forth in the :o.ecurity a~reement 

between BACTC and Ericsson, which was approved in Deei~1on 

as.-12-018 dated December l8. 1985-. 

3. BAC'I'C shall u:o.ethe net proceeds from the financing 

arrangem~:nts for the purposes set forth in the petition. 

4. BACTC shall file three.cop1es of the pertinent. financing 

document!l with the Commiss·ion. 

5-. BACTC shall file the reports· required by General Ord~r I , . 

Series 2<~. 

6. The petition is granted as se;t forth above. i . 
I 
I. 

'.'.",¥.~-' 

-11-



A.65-11-011 EC/KLH 
" , 

The authority granted by thi~ order to i •• ue Debt 

Securitie~ will become effective when BAC1C pay~ *9,~O. the tee 

set by Public Otilitie~ Code Section 1904(b). In all other 

re~pect$, this order i~ effective today. 

Dated .NOV 251987 • at San Franci~co. California. 
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7. Seeurit~ - NOone. BACrC will be requiredr 
hOowever. tOo a~ree net tOo pledge assets 
or partner~hi~ intere~t~ to anether part • 

BACTC anticipates cencludina neaetiatiens 

American 'b4uk befOore t.he end. ef t.hi~ year and wil 

the Cemmission'5 Evaluation and Cempliance DiV1 ien (E&C Divisien) 

of the final term5 and con~ition~ ef the arr 

event that BACrC selects the major Americ 

In the 

rangement rather than centinue with the nanc1ne arranaement. that 

it has had wi th Erics~on. it may only 0 so' upon the .~xpress 
, 

cendi t.ion that. the term~ and condi t1 ns of the financ:lng arrange-

ment. fer the American bank are equ l·to or more favOorable ~han.the 

terms and conditions that it. now as wi th Erics~on under the Term I 

Loan Agreement. 

The proceeds e additional loan~ will be used. tOo 

purchase ct additional cell$ite~ •. oxpand, the 

capacity of the MTSO discharge obligatiens.. While the Term 

Lean Agreement with E ics.sell refers tOo' "'werking capital lOoans", 

BAerC states t.hat t se loans will 'be used to- pay for con struct.i Oon: , 

cost.s, wi thin the eaning of PO' Code Sectien 8:17 (b-) .. 

Assumi g that. BACTC negotiates favorable· terms and 

conditions wi i: a major American. 'bank., BAC'I'c. will use the proceeds 

frOom this lo~ to. pay of.f i 1:.s. existingobliiat1o~~_und~r' the 

Lean Agreement r purchase equipmen.t. p construct 

cell sit.e:l, expand the,eapacit.y of t.he M'l'SO and 
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di~charge ot.her o1:,ligat.ion~. The~e proceed~ will not.. 'be 

meet operat.ing ex:s:'en~e~. 

The E&C Division 

t.hat. BACTC' 05 propo,sed Debt. 

are necessary t.o p,urcha!loe, the propo~ed 

expanded cellular !Ioy~t.em. Xl. notice, by thi:;, 

deci:5>ion, that. the Commi:,:5>sion does. not. nd that. BAC'I'C':5> expanded 

cons.truction program 1.5 :nece~sary or easonable for ratemakiDZ 

purposes. These are test.ed in eeneral rat.e or 

rate base o:ff~et proceed:ing~,. 

Finding: of Fa~ 

1. BACTC, a ~eneral C lifornia partnership. operates as. a 
I 

certificated provider of c llular t.elephone service under this. 

Commis.sion. 

2. sed· i:s.suance of Debt. Seeuri ties. to- finance 

its 

ments with Ericsso 

(a) its. exis.ting financing arrange

a new financin~ packa~e from a major 

adverse to the public interest. American 

3. for external funds. for the purpo~es s.et 

forth in 

4. encumbrances o:£',propert.y as securit.y for 

the loans. under the Ericsson tinancingare not. adverse to 

interes.t. 

The Commiss.ion does not. by this decision. det.flilrmine 

that BACTC's ~onstruction program is necessary or reasonable for 
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r~temaking purpo~e~. These i$sue$ are normally t.eated in general 

rat~ or rate base offset proceedings. 

6. There i.s no known OPPo$ition to thi.s petition and there 

i~ no rea.son to delay granting the authority re<;.ue:ted. 

konelu~iop= of Law 

1. A public hearing is not neces3ary. 

2. The petition should be ~ranted t~ the extent set forth 

i~ the order that follow:. 

The proposed security issue is for lawful purpose$ and 

the money. property or labor to be obtained by it is required for 

thes~ purpose:. Proceed: from the f·inanc:i.ng arrangement.s may not. 

be charged to operating expenSO:5 or income . 

The following order should be effective on the date of 

signature and payment of the fee set byPU Code Section 1904(b) to 

enable BACTC to bo'rrow thle money and encumber its property 

expeditiou:51y. 

SUPPLEM!}N"rAL ORDER 

IT IS ORDERED that: 

l. Bay Area Cellular Telephone Company (BACTC). a gener61 

California partnership". on or aft~~r the effective d'ate of thi$ 

order and on or before Decem'ber 31. 1991, may issue Debt 

Seeuritie: in the aggregate principal amount' of up to $50,000.000 

und~r eit.her (a) a Term toan Agreement and r'~lated 't1na:ocial. 

doeument~ pertaining to the purch~,:e and fint~c1ng arrangement:5 

with Erics.son. Inc. (Eric:iso:c) or ('b) terms i!lnd cond'itions with a 
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