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Decision 92- 01 049 January 21, 1992 JAN 22 !
’ BEFORE THE PUBLIC UTILITIES COMHISSION OF THE STATE OF CALIFORNIA -

In the Matter of the Joint Appll—' )
cation of california RSA #9, Inc., a) n m&&
california corporation, and califor-

. )
nia 9 cellular Corporation ;
(U 3023 c), for an order (1) author-
izing california 9 cellular Corpor- )
ation (U 3023 C) to transfer and ) Application 91-09- 005 :
assign assets, (2) granting Califor- ) (Piled Septéember 5, 1991)
nia RSA #9, Ino. authority to ).
provide céllular mobile radio )
service in Raral Service Area 9, and )
. {(3) authorizing California RSA #9, )
Inc. to issue additional stock. ;
ODINTON

Statenent of. Facts -
On July 20, 1989, the Federal Commun1cations Commission L

(FCC) granted Gardnér Enterprises, Inc., authorization to construct
a nonwiréline cellular mobile radio system in the Rural Service f <”'
Area (RSA) comprising Mendooinoe and Lake countles in Californiaf
Gardner Enterprises, Inc. was then the general partner, aIOng with :
Robert J. Gardner and Patricia A. Gardner as limited partners, in . -
Mendocino Limited Partnership (MLP). The FCC also consented“to,h
transfér of the construction authority granted Gardner Entefprises,

Inc. to MLP.
By Deécision (D ) 90-08-024 issued shortly thereafter on -

August 8, 1990 in Application (a.) 90-03-021, this COmmission -
authorized MLP and california 9 Cellular COrporation (CAL 9) to
construct and operate a nonwireline cellular mobile radio service
in the Mendocino-Lake countiés RSA (RSA 9), assigning U-3023-C to
be the utility’s corporate’ jdentification number. CAL 9, a  °
Delaware corporation qualified to do business in California, is a
wholly owned subsidiary of General cellular Holdings, Inc. (GCHI) ,
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'also a Delawaie corporation and itself a whOlly owned subsidiary ofgi
- Géneral Cellular Corporation (Gcc), also a Delaware corpbration.;-."

Under a purchase and sale agreement between HLP and GCC, GCC was to

construct and manage the planned system pénding transfer of full
‘ control and ownership to GCC’s corporate grandchild CAL 9 Gcc
- further agreed under the purchase and sale agreement to loan CAL 9
funds needed for capital expenses, and to furnish funds to COVer
operating exPenses insofar as these eXceed révenués. :
. Pursuant to a loan agreement ‘dated March 9, 1990, AIG

Capital COrporation (AIG), a Delaware corporation, exténded IOans -
to GCHI, which loans were secured by, among other things, all the

issued and outstanding shares of CAL 9’s capital stock and all of

' CAL 9’s assets. As of December 10, 1990, GCHI went into default on

‘these loans, and by August 14, 1991, the princlpal and 1nterest-ij;

accrued through August 12, 1990 totaled $8,377,103. 57, - The CAL. 9.
RSA 9 system presently requires a substantial capital infusiOn to
meet its ongoing ob11gat10ns and to expand its operations in
.response to technological changés and increasing subscribers' S

demnand.

Accordingly, and subject to FCC and California Publlc
Utilitles commission (PUC) consents, CAL 9, its corporate
grandpafent GCHI, and the secured lender, AIG, determined upon a
sale of CAL 9's assets and opérating 11cense, with a declared -
intention of using a portion of the consideration to be obtained .
from such a sale of assets to repay in full the AIG obligatiens,
thereby obtaining a release of AIG’s 1ien and security interésts.t

Unitéd States cellular corporation (UScC), a Delaware ?j_
corpération qualified to do business in california, presently holds
minority interests in a number of california cellular mobile radio
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systems located in both metropolitan statistical areas and RSAs.ib::
an affiliate holds an’ option to acquire control of the FCC '
nonwlreline 1icénse for the california RSA 1 aréa (Del Norte,
siskiyou, Humboldt, and Trinity counties) ad]acent to RSA 9.;

' Believing that significant operating efflcien01es ‘and econ0m1es of
scale could be obtained in a larger combined area embracing the tWO-
RSAs, USce determlned UpOn acquisition of CAL 9's operating '
authority and assets.. :

, To accomplish the acquisitiOn of CAL 9, USCC organlzed
california RSA #9, Inc. (CRSA #9), a california corporation, as a
wholly 6wned sécond-tier subsidiary. CRSA #9 has issued 100 shares'
at $1.00 per sharée. It presently has no balance sheet or incomé
| statement of its own and does not expect to have them until 1ts_:___p
) proposed acqulsition of CAL 9 has been approved. Meanwhile, the a
consolidated balance shéet and 1ncome statement of 1ts corporate i
grandparént uUsCéc are being submltted along with usce’s Securities f;
“and EXchange commission Form 10-0.for the Quarter ending June- 30,;;'

1991, - - *
By an acquisition agreement dated August 14, 1991, and
subject to the condition precedént of FCC and PUC approVal, USCC
and CAL 9 have contracted for the sale to USCC for $12 milllon of y
CAL 9’s authority to provide cellular mobile radio service in RSA 9
and tangible and intangible assets including CAL 9’s subscribers
1ist and leasehold interests. According to CAL 9's annual report
to the Commission for the yéar ending December 31, 1990, the

1 A majority of USCC’s voting stock is owned by Telephone and
Data sSystéms, Inc. (TDS), a publicl¥ héld utility holding
corporation with over $900 million in assets. TDS has been found
qualified to indirectly control numerous california public .
utilities. For example, in D.89-10-045 (October 26, 1989) and
D,91-04-005 (April 10, 1991), the commission authorized TDS to
acquire three local exchange telephone companies through

intermediary subsidiaries.
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historic book cost of the RSA 9 cellular investuent was.
approximately $11.3 million with a depreciation réserve of - $29 329.

In the captioned applicat1on, CRSA #9 and CAL 9 haVe
)ointly filed to obtain authorizatlon for the proposed sale and F
transfer, and for CRSA f9 to issue up to 1,000 shares of common j»
stock at $1.00 per share, The capital realized from saleée of this
stock would be used only for the acquisition of CAL 9 assets,. _'
imprbvement of the acquired fa0111t1es, and maintenance of service:
additional funding for CRSA #9 would comé from capital infusions by
UscC. For the présent, CRSA #9 proposes to utilize only those
towers presently uséd by CAL 9 to provide service. As the use of
those towers was found to be categorlcally exempt from
environmental requirements (see D.90-08-024 issued August 8, 1990),
there is no poss1b111ty that the presently ‘proposed sale and.
transfer would have any signlficant ‘impact on the enVLronment.__Ps
CRSA #9 states its 1ntention to provide uninterrupted cellular‘
mobile service 0perat1ons 1nit1a11y at the same rates, terms, and .
conditions currently in effect in CAL 9tg lawfully filed tariffs,*,f'
CAL 9 further requests that upon consummation of the proposed sale‘a'
and transfer, it be relieved of its public utilxty duties ana -
responsibilities to prov1de further cellular nobile radio servicé N
~in RSA 9, and that upon the effective date of CRSA #9's tariff, -
CAL 9's presently filed tariffs with regard to provision of service-
to RSA 9 subscribers hé canceled.

2  The initial system was a two-cell system: The mobile
teléecommunications switching office (MTSO) is located in Ukiah
where it interconnects with Paclific Bell. cCell #1 on Cow Mountain
is linked to the MTSO via a microwave 1ink. cCell #2 is located in
Willits and is also linked to the MTSO via a wmicrowave 1link. In
April 1991, the cell exténder earlier placed on Bold Hill was
replaced by Cell #3 linked to the MTSO by a microwave link from
Cell #2, and the exteénder was moved to Clear Lake to éxtend
coverage from Cow Mountain. The system thus provides servicé to -
96% of the market population and 72% of the market highway miles.
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”eXpeditions ex parte apprbval of the appllcatlon.

 Discussién

In that the. present operations are solely beset with fﬁi

finanoial problems, and that both applicants séek to have service’

continue without- 1nterruption, the applicants hereto seek :
The appllcation

appearéd on theVCommlssion s Dajly cCalendar of September 11, 1991,
and there have béen no protests filed. Accordingly, the
administrative law )udge determined to proceed ek parte.

It has long been settled that cellular nobile 7
teleconmmunications service is a necessary servicée for the public

" and business in general and ‘that it should be made available as - -

widely and expedltlously as possible consistent with reasonable

safeguards for theée public interest. - In the present casé we haVe'

this technologically advanced telecommunxcatlons service in use 1n

. a rural area of Callfornla, serving 700 subscrlbers as well as Q-

roamers. But aVallab111ty and continuéd service is ]eopardlzed by
financial problems encountered by the présent provider who seeks to

' resolve these problems and to assure continued avallability and

service by expéditiously selling and transferring the system to
another operator, in this instance a subsidiary of the fourth

largest cellular telephone company in thée nation outside of the
regional Bell operating companies. This operator is prepared to

continue and expand the service at the same rates and condltions as

the present operator.
The primary function of public utility regulatlon is to

fairly control public utilities and the service they provide for

the protection and wélfare of the gereral public., The trahsfer of
authority to operaté is an exércise of the State’s power to 4
determine whéther the rights and interésts of the general publlc o
will be advanced by such a transfer. The Commission représents the"

3 See Public Utilities (PU)} Code § 709.
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public interest and is charged with the protection of that 1nterest_
- (Hanlon v.:Eshelman (1915) 169 C. 200, 200 203} sale v. Railréad
Commission (1940) 15 c¢. 2d 612, 617-618)., The concern is to
pfeVent the impairment of the public service by the transfer of
utility property and operating rights inte thé hands of parties"i
incapable of rendering adequate service at reasonable rates or upon"
terms which would bring about thé same undesirable result (So. Cal.
Mountain Water Co. (1912) 1 CRC 520). : -
In the presént matter the application provides evidence
that Crsa f9 backed as it is by its parent USCC’s ample financial
résources and technical éxperience, will not only be able to
"continue_the existing sérvice but also be able to extend service 7
availability through the RSA. There are no environmental issues _
involved in the transfer of the existing system. Construction of
additional cell sites in yet undeternmined locations will pe sub;ect{
-to the prOV151ons of the Comm1551on s General Order 159 adopted - .

Harch 28, 1990 pursuant to D.90-03- 080. J
' Since the capital proposed to be réatized by issuance of S

:1 000 sharées of common stock at $1.00 per share will beé used only

' for acquisition of CAL 9's assets, improvément of facilities, and-
s_maintenance of serv1ce, all purposes authorized under PU - o

" Code § 817, CRSA #9 should be granted the requested authority to
issue 1,000 shares of common stock at $1.00 per share. :
, For a certificate authorizing an issue of stock, a fee of
$2, 00 for eéach $1,000 of the face value of the authorized issue is ’
charged by the Commission pursuant to the réquirément of PU

Code § 1904 1, »
Finally, upon consummation of the sale and transfer,

CAL 9 should be reliéved of its public utflity obligations with
respect to provision of nonwireline cellular robile radio service
in RSA 9, and its corporate identification numbér should bé

retired.
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~'F1ndiggs of Fact :
‘ 1, BY D.90-08-024, applicant CAL 9 in aSSOGiation with MLP L
" was granted a certificate of public convenience and necessity to.

7construct and operate a- nonw1reline cellular nobile radio serV1ce

inRSAg., _ : /
: 2. MLP has since transferred control of the system to CAL 97
as _provided for in ordering Paragraph 3 of D.90-08-024. Lo
s 3. CAL 9’s corporate grandparent Gee is in default of loans”iﬁ
made to it, and séeks to sell CAL 9's operating authority and - .
assets to USc¢ which in turn has caused creation of a corporate -

grandchild CRSA #9 to acquire CAL 9’s authority and assets. ,
" 4, The proposed sale and transfer has né known opposition"

5. It can be séén with reasonable certainty that the sale
. and transfer to CRSA #9 would present no s1gn1f1cant 1mpact on thei
environment., : : :

6., CRSA #9, backed as it is economically and
ftechnologically, has ample resources and ability to continué and
expand the present service as warranted by public demand and market

conditions. |
7. CRSA f9 would continue service 1nitia11y at the same ff

rates, terms, and conditions currently in place in CAL 9's tariffs.
8. The proposed issuance of 1,000 shares of common stock for'
purposes authorized by PU Code § 817 is reasonable. :

cOnclus1ons of Law
1. -No public hearing is necessary on thls application.

2. The public interest would be. ‘served by granting the -

applications as set forth in the following order.
3, CRSA #9 should be granted authority to issue 1, 000 shares

of common stock at $1.00 per share after payment of the fee

required pursuant-to PU Code § 1904.1.
4. The following order should be effective on the date the

order is signed to assure continuity of service without




interruption in the face of present financial difficulties of the

séller,
ORDER

IT IS ORDERED that:
1. Within 6 months after the effective date o6f this order,

- California 9 cellular Corporation (CAL 9) may sell and transfer its‘
operating authority and assets to california RSA #9, Inc. '
(CRSA #9). If not éxercised within 6 months of the effectlve date

of this order, the authority granted will expire.
2. Within 15 days of thé actual transfer, CAL 9 shall notify

the Commission in writing of theé date on which thé sale and
transfer were consummated. A true copy of the 1nstrument effecting
the salé¢ and transfer shall be attached to the wrltten '

notification. :
3. CRSA #9, after the effective date of ‘this order and in

'compllance with General Order 96-A, is authorized to file tar1ffs' '
containing rates, terms, and conditiéns applicable to the
nonwiréliné cellular mobilé radiotelephone service it will provide.
These tariffs will become effective on not 1éss than 5 days’
notice. The rates, térms, and conditions of service shall be the
same rates, terms, ahd conditions currently being offeréd by CAL 9,
and in the interim until CRSA #9 files, CRSA #9 will abide by

CAL 9's current tariffs.

4, The corporate identification nurber assigned CRSA #9 is
U-3042-C which should bé included in the caption of all original
filings with this commission, and in the titles of other pleadings
filed in existing cases.

5. CAL 9 shall. file a separate Advice Letter withdrawinq its
tariffs once the CRSA 79 tariffs are effective. -The commission
Advisory and Compliance Division Diréctor will then cancel CAL ors

corporate identification number.




6. CAL 9 shall maké a final accounting and remittance to the?;h

"1C0mmission of the Public Utilities Commisslon Reimbursement ‘Fées -

’fand of the Telecommunications Devices for the Deaf fees collected"

to the date of ‘salé. and transfer of the system to CRSA’ f9. -
On or after the effect1Ve date of this order, ‘but within

6 months, and upon payment of $2.00, the fee set by Public.
i.Utilities Code § 1904:1, for the purposes specified CRSA #9 may
issue up to 1 000 shares of common stOck with a par value of $1 00

" per shafé. ST -
: CRSA 9 shall file the reports required by General Order

No. Serles 24-B.'

9. When ‘the authorlzed sale and transfer is complete and the‘

- econditions of this order are fulfllled, CAL 9 shall bé relleved of "
- 1ts public utility obligat1ons for the sold and transferred system.”:

This order is effectivé today. ’
‘Pated January 21, 1992,'at San Fran01sco, Californlai L

'DANIEL Wm. FESSLER
President
JOHH B. OHANIAN -
PATRICIA M. ECKERT :
NORMAN D: SHUMWAY -
Comm1551oners o
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