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Deoision 92-01-049 January21,1992 
'JAN·22191'2s 

BEFORE THE PUBLIC UTILITIES COMMISSION QFTHE STATE OF CALIFORNIA-

In the Matter" of the Joint Appl i.... ) 
cation of california RSA #9, Ino.; a ) 
california cQrporati6rt, and califor- ) 
nia 9 CellUlar corporation ) 
(U3023 c), for anotder(l) author- ) 
!zing california 9 Cellular Corpor- ) 
ation (U 302l c) to transfer and ) Application 91-09-005 
assign assets, (2) granting cal!tor- ) (Filed september 5, 1991)-
nia"RsA #9, ino. authorltyto )" 
provide cEdlular mobile radio ) 
service in Rural service Area 9, and) 

. (3) authorizing california RsA #9, ) 
Inc. to issue additional stock. ) 
---------------------------------) 

OPINION 

Statement of FactS 
"on July 20, "1989, the Federal conununications cOmn'lission-

(FCC) granted Gardner Enterprises, Incot authorization to construct 
a nortwireline cellular mobile radio system in the Rural serVic~ 
Area (RSA) comprising Mendooino and Lake counties"!n California. 
Gardner Enterprises, Inc. was thEm the general partner ,alOng "with -
Robert J. Gardner and Patrioia A. Gardner as limited partners, in·. 
Mendocino Limited partnership (HLP). The FCC also consented to 
transfer of the construction authority granted Gardner Enterprises, 
Ino. to HLP. 

By Deoision (D.) 90-08-024 issUed shortly thereafter on 
Aut'just 8, 1990 in Application (A.) 90-03-()21, this commission 
authorized HLP and california 9 Cellular corporation (CAL 9)· to­
construct and operate a nonwireline cellular mobile radio service"· 
in the Mendocino-Lake counties RSA (RSA 9), assigning U-J()23~C.to 
be the utility's corporate identification numbar. CAL 9, a " , 
Delaware corporation qualified to do business in california, isa 
wholly owned subsidiary Of General Cellular Holdings, Inc.· (GCHI),' 
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also a Del.aware'corporation and itself a wholly owned subsidiil~y'6i' 
General Cellulai' Corpoi-ation (GCC), also<a tJelaware c6r~6rat'i'¢J\~ . 

, _. ,] 

Under a purchase and sale agreemant betweenMLP al'ld Gec, GCC 'wasto 
construct and manag~ the ptanned system pending ttansfei' Of fUll. 
con~rol and ownership to GCC's corporate grandchild CAL 9. Gce 
further agreed under the purchase andsaie agreement to loan CAL 9 
funds needed f6rcapital e~p~nses, and to furnish funds toc6ver. 
operating expenses insofar as ,these exceed revenues. 

pursu~mt to a loan agreement 'dated March 9, 1990, Alt';. 
capital corporation (AIG), a Delaware corporation, extended loans 

, . 

to GeHI, which loans were secured bY, among other thingsi all the 
issued and outstandinq shareso£ CAL gis capital stock and all Of 
CAL 9 / s assets. As of December 10, 1990, GCHi went ~nto default'oJ) 
these lotll'ls, artdby"August 14,1991,'the priricipal, andinter~si:/~<' 
accrued throuqh August 12,' 1990 totaled $8,377,103.57. The CAL 9· 
RSA9 system presently requires a substantial capital infusion to 
meet its onqoing oblig~ti6ns and to eXpand its operations In 
response to technological chanqes and irtcreasinq subscribers' 

demand. 
Accordingly, and subject to FCC and california Public 

Utilities commission (Puc) consents, CAL g, its corporate 
grandparent GCHI, and the secured lender, AlG; determined upon a 
sale of CAL 9's assets and operating licens~, 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 obligati6rls, 
thereby obtaining a release of AIG's lien and security inter~sts.' 

United states cellular Corporation (usee), a Delaware ." . . 

corporation ~alified to do business in california, presently holds 
minority interests in a number of california cellular mobile radio 
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syst~ms located in both metr~p6l itan. statistical areas and RSAs'.l. 

An affiliate hOlds an option toacquil:e control of th~ Fce 
, . 

n6nwiJ;'~1.ine lic~nse for the California RsA 1 area (Del Norte, 
Si~kiy()ul Humboidt, and Trinity counties) adjadnlt to RSA 9. 
Believing that significant operating efficiencies and economfes of 
sc~le couid be obtained in a larg~r combined area embracing th~ two 
RSAs, usee determined upon acquisition of CAL 9's operating 
authority and assets •. 

To accompliSh the acquisitiort of CAt.. 9, usee organized 
California RSA 19, Inc. (CRSA #9) I a california corporation, as a 
wholly owned s~cond-tier subsidiary. CRSA #9 haS issued 100 shares 
at $1.00 per share. It presently has no balance sheet or income 
stateinentof its own and does not expect to haVe them until its .... 
propos~d'ttcqu{s1tion of CAL 9 has be~n approVed •. MeallWhile, the' 
consolidated balance sheet and income statement of its corporate 
grimdpilrent usee are being submitted ~lon9 with usee's securitl'es 
and Exchange commission Foim·iO....:Q~for 'the quarter endirtg JUne·JO, 
1991. 

By an acqUisition agreement.dated August 14, 1991, and 
subject to the condition precedent of Fce and PUC approVal, usee 
and CAL 9 have contracted for the sale toUSCC for $12 mil.lion of 
CAL 9's authority to provide cellular mobile radio service in RSA 9 
and tangible and intangible assets including CAL 9's subscribers 
list and leasehold interests. According to CAL 9's annual report 
to the Commission for the year ending December 31, 1990, the 

1 A majority of usee's voting stock is owned by Telephone and· 
Data systems, Inc. (TDS), a publicly h~ld utility holding .. ' 
corporation with over $900 million in assets. TDS has been found' 
qUalified to indirectly control numerous California public 
utilities. For e~ample, in D.89-10-045 (October 261 1989) and 
D.91-04-005 (April 10, 1991), the Commission author zed TDS to 
acquire three local exchange telephone companies through 
intermediary subsidiaries • 
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historic book cost of the RSA 9 cellulin" investment was 
appro)Cimately $11. 3 m'illion with a depreciation reserve of$29,3~~'. 

Iil the captioned applicatibn, CRsA #9 and CAL 9 haVe 
jointly filed to obtain authorization for the proposed sale a~nd 
transfer, and for CRSA 19 to issue up to 1,000 shares of common' 
stock at $1,'00 per share. The capit~l realized from sale6f. thi~' 
stock would be used only for the acquisition of CAL 9 assets, 
improvement of the acquired facilitiEis , and maintenance of service.' 
Additional funding for CRSA 19 \oIouid com~ from capital infusions by 
usee. For the present, CRSA #9 proposes to utilize only those, 
towers presently used by CAL 9 to provide service. As the use of 
those towers was found to be categoricallY eXempt from 
environmental requirements (see D.9()~08-024 !sfiued A~gust,8;'l~90), 
there is no possibility that the presently proposed sale and, 
transfer would have any significant impact On the environment. 2, ,', 
CRSA #9 states its intention to ,.provide uninterrupted celh,ilar 

- . 
mobil~ service operations initially at the same rates; terms, and 
conditions currently in effect' in CAL 9/ s lawfullY 'filed tariffs.' 
CAL 9 further requests that upon consummation of the proposed ~al~ 
and transfer, it be relieved or its pubiic utility duties and 
responsibilities to provide further cellular mobile radio servl~e 
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 be canceled. 

2 The initial system was a two-cell system. The mobile 
telecommunications switchinq office (MTSO) is located in Ukiah 
where it interconneots with pacifio BelL Cell #1 on Cow Mountain 
is linked to the MTSO via a microwave link. Cell #2 is located'in 
Willits and is also linked' to the MTSO via a microwave link. In 
April 1991, the cell extender earlier placed on Bold Hill was 
replaced by Cell 13 linked to the MTSO by a microwave link from 
Cell #2, and the extender was moved to Clear Lake to extend 
coverage from cow Mountain. The system thus provides service to ' 
96\ of the market population and 72% ot the market highway miles • 
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In that the present operations are solely beset with 
iittanoial problems, and that both applicants seek to have service 
continue without interruption, the applicants hereto seek 
~xpeditions ex parte approvaf ofth~ application. The application 
appeared on the commission's Daily Calendar of 'September 11,1991; 
andthere:have been nO protests filed. AccordinglY, the 
administrative law judge determined to proceed ex parte. 
Discussion 

It has long been settied that cellular mobile 
tt~leconi1l1unications service is a necessary service for the public 
and business in general and that it should be made available as 
widely and expeditiously as possible consistent with reasonable 
safeguards for the public interest. 3 In the present. case we have 
this technologicallY advanced telecommunications serVice in us~ in 
a rural area of california., servinq700 subscribers as well as 
roamers. But availabiiity andcontinu~d service 1s jeopard~z~d by 
financial problEms, encountered by the present provider who set\!~s to 
resolve these problems and to assure continued availability and' 
service by exped~tiously selling and transferring the system to 
another operator, in this instance a suhsidiaryof the fourth 
largest cellular telephone company in the nation outside of the 
regional Bell operating'companies. This operator is prepared to 
continue and expand the service at the same rates and conditions as 
the present operator. 

The primary function of public utility regulation is to 
fairly control public utilities and the service they provide for 
the protection and welfar~ 6f the general publio. ~he transfer Of 
authority to operat~ is ~n e~ercise of the state's power to . 
determine whether the rights and interests of the general public ,. 
will be advanced by· such a transfer. The commission represents t.he . , 

3 See PUblic utilities (PU) Code"§ 109 • 
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(»8n1011 v. Eshelman (1915) 169 C. 200, 200-203J Sale v. Railr6ad" 
commission (1940) 15 C. 2d 61i, 617~618). The concern is to 
prevent the impairment of the pUblic service by the trMlsferof:­
utility property and operating rights into the hands of parties 
incapable of rendering ade~ate service at reasOnable rates. or tipon 
terms which Would bring about the same undesirable result.eSo. Cal. 
Mountain water CO.(1~12) 1 eRC 520). 

In the present matter the application provides eviden~~ ; 
that CRSA I~, backed as it is by its parent usce's ampleiinanoiAl 
resources and technical experience, will not only be able to 
continue the existing service but also be able to extend service 
availability through the RSA. There are no environm~ntal issues . 
involved in the transfer of the existing system. construction of· 
additional Cell sites in yet undetermined locations will be s'Ubject 

-to the provisions of the commission's General Order 1~9 adopted 
March 28, 1990 pursuant to D.90-03"'-~80 • 

Since the capital proposed to bereaiized by issuance of· 
1,600 shares of common stock at $1.00 per share will be used only' 
for acquisition Of CAL 9's assets, improvement of facllitiesl and 
maintenance Of service, all purposes authorized under pu·· 
Code § 817, CRSA 19· should be granted the requested authority to .. 
issue 1~ 000 shares of cOmm6n stock at $1. 00 per share. 

For a certificate authorizing an issue of stock, a fee of 
$2.00 for each $1,000 of the face value of the authorized issue is 
charged by the commission pursuant to the requirement of PU 

Code § i904.1. 
Finally, upon consummation of the sale and transfer, 

CAL 9 shOUld be relieved of its public utility obligations with 
respect to provision of rtonwireline cellular mobile radio service 
in RSA 9, a~d its corporate identification number should b~ 
retired • 
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A. 91 ~09"005 ," 

Findings of Fact 
1. BY D.90-08:"024, appl.icant CAL 9 in assooiation with HLP 

was granted a cert'ificate of publio conv~nience and necessity "to 
>construct and operate it nonw1reline cellular mobile radio service 

in RSA 9. 
2. MLP has since transferred control of the system to CAL 9 

as provided for in ordering paragraph j of D.90-08-024. 
3. CAL 9's corporate grandparent Gec is in default of loans 

made to it, and seeks to sell CAL 9's 6perating auth~tity and 
assets to Usce which in turn has caused creation ora corp'orate -
grandchild CRsA 19 to acquire CAL 9's authority arid assets. 

4. The proposed sale and transfer has no kno~n opposltion4 . 
5. It can be seen with reasonable certaInty t~atthe sale' 

and transfer to CRSA 19 would present no significant impact on the' 

environment. 
6. CRSA 19, backed as it is economically and 

technologically, has ample resources and ability to continue and 
expand the present. service as warranted by pUblio demand and market 
conditions. 

7. CRSA #9 would continue service i.nitially at the same' 
rates, terms; and conditions currentlY in place in CAL 9'g tariffs. 

8. The proposed issuance of 1,000 shares of common sto~k tor 
purposes authorized by PU code § 817 is reasonable. 
conolUsions of Law 

1. No 'public hearing is necessary on this application. 
2. The pUblio interest would be served by grAnting the' 

applications as set forth i~ the following order. 
3. CRSA #9 shoUld he granted authority to issue 1,000 shAres 

of common stock at $1.00 per share after payment ot the fee 
required pursuant·to PU Code § 1904.1. 

4. The foll~wing order should he effective on the date the 
order is signed to assure continuity of service without 
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inter'ruption in the face of present finanoial difficulties of the 
seller. 

ORDER 

IT IS ORDERED that: 
1. within 6 months after the effective date 6f this order; 

california ~ Cellular corporation (CAL~) may sell and transfer its' 
operating authority and assets to california RSA 19, Ina.' 
(CRSA 19). If not e>tercisedwithin 6 months of the effective date 
of this order, the authority granted will expire. 

2. Within i5 days of the actual transfer, CAL 9 shall notify 
the commission in writing of the date on which th~ sale and 
transfer were consummated. A true copy of the instrument effecting 
the sale and transfer shall be attached to the written 
notification. 

3 .CRSA 19 ~ after the effective date of this order and· in 
compliance with Genera.l Order 96-A, is authorized to file tariffs· 
containing rates~ terms, and conditions applicable to. the 
nonwireline cellular mobil~ radiotelephone service it will provid~. 
These tariffs will become effective on not less than 5 days' 
notice. The rates, terms, and conditions of service shall be the 
same rates, terms, a'nd conditions currently being offered by CAL 9 , 

and in the interin until CRSA 19 files, CRSA 19 will abide by 
CAL 9 / s current tarlffs. 

4. The corporate identification number assigned CRSA 19 Is 
U-3042-C which should be 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 withdrawing its 
tariffs once the CRSA 19 tariffs are effective. ·The commission 
Advisory and Compliance Division Director will then cancel CAL 9's 
corporate identification number • 
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.' .6 •. :CAL9 shall·thak~i('fi~a). accounting and i-~mltta~c~'t(tthe 
. commtssionof ·t·he:.~blic utIlities c~III1Dissloil Reiti1btirsem~ntFe,es 

.- ; - ';:,. -' --.. -' . 

. and.~ ofthe{'i'el.ec6lnmUnicatiorii D~vices for the Deaf fees colleoted 
to the -~lat~of sa 1\9' and tran~ier',()f the system to CRSA 19" . 

.. ;'h 6riorarterthe effe~tive date of this order, butw'ithin 
6 )norttlis;and up'on payment Of $2.00, the fee set by Public 
utilities cMe" f i904 .lifo):' the purposes specified CRSA 19 may 

issue up tb 1,000 shares 6f cOMonstock with a par value of $10 0'0 

per . shar~ ~ .' 
. 8i. . CRSA#9 shall file the reports reqUired by 'GenerAl otder 

- - ;. . - '-'. 

No. ,s~r~es 24-B. 
, 9. Whet.th~auth6~i.ied sale' and transfer is complete and the 

conditio)ls ,of, this ord~r 'are fulfilled, CAL 9 shall b~ relieved of 
itspubiictitility obligations' for the sold and tran~fer):'ed'system~ 

'This order'is effective. today. 
Dated Jatniaiy ~l~ 1992; at san Francisco, calil~rriia. 

. , 
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DANIEL WID. FESSLER ... 
President' ~ 

JOHN B. OHANIAN 
PATRICIA H. ECKERT 
NORMAN D. SHUMWAY -

. commissioners 


