
-\ "'-- ~. 

-.~ 

•• ! 

"Oeo'laton '92 .. 02':"052' February 2.0, '1992, .' 
. 

: BErORETHE PUBLIC UTILITiES cOk';ussfON OF THE STATE OF CALIFORNI" 
, . ~ .... \--

In the Hatter-of the Appiication of 
ROSEVILLE TELEPHONE COMPANY (U~1015";C) 
fO'tauthorization pursuant to Public 
Utitities code Sections 816-830 to issue, 
sell' and d~live:r Note.s in the aggregate 
principal. amount not to exceed . 
$40,000,000, and to execute and deliver 
r~lated docum~nts providing therefor. 

6 PIN I ON 

Summ~ry of Decision 

. Application~1:"11:,,045' 
(Filed November', 1991) 

This decision grants Roseville Telephone company 
(Roseville) the authority requested in Application (A.) 91-11-045 
(Applicatiori) • 

Roseville requestsauth6rity under 55 916-830 Arici S 851 
of 'thb public Utilities (PU) code tot· 

1.- Issue, seil. and deliver a Pt6missory Note or Notes 
.in an aggregate principal amount not to. exceed 
$40,000,000; . 

2. 

3. 

Execute and deliver Not~ purchase Aoreements or 
other similar transactional Agreeme~tsJ and . 

Use the net proceeds for the purpOses set forth in 
the Application. . 

Notice of the filing of the Application appeaied on the 
Commission's Daily calendar of December 9, 1991. No protests 
have heart received. 
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c'.\ ,- ""~<-o'. Background " , 
" •• " " " c' , ROSeville,d:Call {ornla,corpoJ:'at-i6n, operiites'~a8 -a·-:~J 

'" , ,'public' utility under th'~ jurisdiot.ion of this commiss!:on.,' 

• 

• ! 

R6~ev i 11e pr~Y ides local and H)I\~:dist:ailce telephon6servlce
in the City of Roseville and contiguous areas. ' 

For the calendar year 1990 I ,Roseville repOrted 'that it 
generated totai,6peratlng revenue'so't. $73,629,000 iU'ldnet- income 
of $16,830,000 8S shown in Its Consolidated Incorne'$tA.tem~rit 
incorporated by reference from, Exhibit A;"l to (A. )91-0a~04,2 ~" 

FOr the nine-month p~riod endedSepternber 30, '1991, 
R(;seviile reported that -itg9tu3rate'd total operating 'revenueS()£ 
$6Q,661 t OO(), andilet inco~e'of $15,369,000 as shown i~ Exhfblt 
A-2to the Applicati6ri. 

Roseville's Consolidated Balance Sheet as of, 
september 30, 1991, attached as Exhibit A-1 to the Application, 
is summarized as follows I 

Assets 

Net Telephone plant 
II'lvestments;"Afflliated COnlpAnias, 
current Assets 
Other Assets and Deferred chArges 

Total 

Liabilities and Equity 

Common Equity 
LOng-Term Debt , 
Current and Accrued Liabilities 
Other Liabiltties/D~ferred Credits 

Total 

. proposed Financing 

Amount 
- . . . 

$128,870,OO() 
10,639,000' 
28,197,000 ' 

1,860,000- , 

$169,566,000 

Amount 

$110,985,000 ' 
5,710,000 

35,282 t OOQ 
17.589.000 

$169,566,000 

, Roseville requests authority to execute and deliver a 
promissory N6te or Notes (Notes) Arid related Note purchase 
Agreements or other transactional a~reernents (Note puich'se 
Agreements) evidencing Roseville's loan or loans from bariks, 
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. '. $.rtsjl~~nce companies or other 'finanoial inst·itutio-n~i,ifi·\~il;·· . 
..• a99r~9ate principal amount not to exceed $40,OOO,OOO,_tofirttlnce 
~os~Vilie's construction expenditures, acquisition of pl:op'erty; 
b.n~/or retirement or refunding of long- and short-term . 
indebtedness, 

Roseville has not; at the present time, ente~~dint6 
a'tiycontract for the execution and deliverance of t·h~N6t~a • 

. Roseville plans to place the Notes privately with institutional 
J.nvestorh. 

The principal amount and the terms and condit~~n8 6f 
:theNotes wiil be determined by ROseville's management and/or its 
Board of Directors in accordance with prevailing market 
conditions, The Notes will set forth, among other thirigs , the 
aqgret)at~ principal amount, interest rate and maturity date of
the series of proposed finilncings. ROseville anticipates that 
the Not~s will haVe the following characteristics •. 

1. A maturity consistent with the longest tbrm 
currently provided by financial institutions 
which J under current market condi ti;.ons ,. is . 
expected not to be in excess of fifteen (15) 
years; 

2. Amortization of the principal amount of the 
Notes over the term of the Notes subsequent 
to a negotiated period during which only 
interest payments are made, 

3. provisions allowing the Notes to be redeemed 
or repaid prior to maturity in accordance 
with the negotiated terms, under current 
market conditions, of the Note Purchase 
Agreements; 

4. An interest rate to be negotiated by 
Roseville and its lender(s) providing a 
favorable rate to Roseville upon 
consideration of Roseville's financial 
condition and current market conditions. 

Roseville anticipates that it will enter into. either a 
Note Purchase Agreement with one or more lenders providing it 
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with- the-'ability to P<>rp;)wth~ -maxinl\lm.an\out\\ -for whf9hauth()rlt.y 
. is issUed,' 61' ent~r into _ a s~u~ies 6f N6t.a pur~ha8~ A~reern~i\tg~- .-~- . 
none 6£ which sing'tilarly provide fort-he Incurrenceo{ -
indebtedness in ex~ess o£ twenty million dollars ($20;000·,0-00),,
with such Agreements to be executed and the funds drawn by 
Roseville at_intervals during the two-year period commencing6n 
~he effectiv' dat~ ot this Order. 

The commissionAdVi~ory and ComplIance DivisIon (CACD)

has reViewed Roseville's proposed financing and recommends_that 
Rosl9ville submi.t a written repOrt toCACD demonstratIng why the .
resulting interest rate and cost of money are the most 
advantageous to Roseville and its ratepayers. We concur with 
CACD's recommendation. 

construction Budget 
Roseville/a construction budge-t for 1992 and' ~993 

a.n'lountsto approximat~lY $57,402,000 and includes pr6jec-ted 
cApital expenditu~es of $30,546,000-for general8upport~Assets; 
$12,936,000 for central office assets and $13,92'0,060 for cabl~ -
and wire facilities. Rosevilie'sestimated capital addltionsfor 
1991 and 19~2aspresented in Exhibit c attached to the 
Application are as follows. 

General support Assets 
central Office Assets 
cable and wire Facilities 

Total 

1992 
$15,590,000 . 

4,014,000 
7,799,000 

$27 / 402,000 

.!ill 
$14,956,000 

8,922,000 
6,122,000 

$30,000,000 

In its Application, Rosevllle reports that the 
construction, extension, and improvement of its facllities are 
reasonable and necessary to provide for the continuing 
improvement and growth of its telephone systems to meet the 
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rapidly !noreaslrtg ~en{ands' f<>rtel~phone .~e~icein its8~r'/lc~' 
- - - - - -" - - -- - - - - ~ - - - .. , - '" ~ -

aiea. 
tACO hastev!ewed thaAPpl!c'ati6nandIt6Sev'i1i~.'8 , 

construction pr6qtam,.' CACD conoludes, that.th~ 'propos~dfin-an¢in9 
is necessAryt-O fU'nd Roseville's cOllstru6'tlon pr09rain"'how6v~~i:-l 
ROs~ville is piac'ed' art ,notice by this decision'thlltthe -
Commi~sion does rtc)t fii'ld that its Improvein6rit 'program is 
necessary'or reasonable lor ratemaking purpos~s. These are 
issues normAlly tested in general rate or rate base offset 
prOceedings. 

capitalization Ratios 
Aftergivingpi6 forma effect to the proposed-lssuanco' 

and sale of up to $40,000,000 aggregate principcH ain6untof -
Notes I as well 'as the repaYment o£ the'currentlyout'staltdlng 
short-term debt and6utstaildiilg debenture series, Roseviileig 
ca.pltalizatlo'\ ratios as of September lO, 1991,8.s pre~er\ted in 
Exhibit B attacheClt6the -Application, are As follow!!' • 

Component 
Debt 

Short:"Term Borrow.trtgs 
Debentures (including 

current porti6n) 

Notes· 

Total oebt 

Equity 

Capital Stock 

Retained Earnings 

Total Equity 

Total Debt and Equity 

sept~mber 30, 1291 pro Forma 

4.11\ 

4.69% 

73.76\, 

17.44\ 

91. 20\ 

100.00i 
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" Jtosavl11e -is,:l;lac~d on ri6tirie'~b~:thi8 'd~¢if310J)·.t~~t-~)l~ , 
Commis'si6r\ d'oesn6t" fi~dthat R6SeV!11e'scapttal ratiOs, '~i6":.~ " 

. necessary '6r' reasonabi'ef6r 'ratemaklng p~ip6se8 i 'Thes~e' ar~_ " 
issues·' normalllte8t~d 'in ,gen~ral X'ate:'case~ 'or' cost6f" ~apit'al 
proceedings. 

cash ReqUirements ti6recas'ts', ' 
Rosevii.1ets'~a~h requirements forecasts for the years 

1991 and 1992 1 shown as part of Exhiblt A~1 of the Application, 
are summarized as follows. 

CompOnents 

Funds Required f6r 
construction 

Short-Term Debt 
outstanding 

Long-Term D~bt 
Payments 

Increase (Decrease) 
in Cash ReserVe 

Lesst 
Estimated cash 
from Internal S6urces 

Additional Funds ' 
Required from Outside . 
Sources 

$26,754;000 $2'1,402,000 

l,500,000 10,0.00,0.00. 

1,200,000 

373,000 . 

21,0.81,0.60 17,931,6Qo.· 

$10,746,600 $25,878,666 

CACti has analyzed Rosevill~ts cash requirements .. 
forecasts for 1991 And 1992 and notes that internaily genarated 
funds will provid:e $21,681;660 or 66\ of, Rosavillei's cash. . . 
requirements for 1991 'a'nd $17 ,~31~OOO or 56\ in 1~92. CACi> 

therefore concludes that the proposed il:Jsuance and sai~of 
Roseville's Notes 1s necessary to help meet forecasted cash 
requirementscACD ha~ reviewed the Appllcation and has 
concluded that the proposed financing is teasonable and that the 
authority should be granted. The Commission has corisidered 
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,CAccD'srecommendations, 'and 'finding them reasonable;- wil'l'adopt· 
them as stated abOve. 

Use of prOceeds 
Roseville proposes to use the net pr6¢eeds derIved from 

the issue of the Notes for the construction, compl6tion, c" 

extension an,d impr6Vement of its facilities, Additionally, 
Ros~\tille propOses to use the funds for the discharge of sh6rt
term bank debt incurred t6 finance capital expenditures priort6 
its concluding arrangements for a permanent finaricing,' and the 
discharge, if necessary, of its outstanding debenture series. 

Findings of Fact 
1. Roseville, a california corpOration, operates as,a 

publictitility subject to the jurisdictIon of this COrnillission. 
2. Roseville has need for external funds for the 

purposes set forth in the Application. 
3. The proposed issuance and sale of the Notes are 'for 

prOper purposes iu\d are not adverse to the public interest~· 
4. The money, property, or labor to be procured'or 

paid for by-the proposed financing is reasonable and requIred for 
the purposes specified i~ the Application. 

S. The Commission does not by this decision determin~ 
, " 

that R6seville t s construction programls necessary or r~asortabl~ 
for ratemaklng purposes. These issues are normally tested in 
general rate or rate base offset proceedings. 

6. The CO!!'J!lission does nOt. by this deoision determine 
that Roseville's capital ratios are necessary or reasonable for 
rate-making purposes, These issues are normally tested in 9~neral 
rate or cost of capital proceedings. 

7. There is no known opposition to the Application and 
no reason to delay granting the authority requested, 
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c:ortcl~Bi6-1\~' of-La." -
1. A publ~~ h~a~in~is rt6t n~c~~sa~i. 

--2 • Th~ Application should 00 granted to. the- ext~nt set 
- forth in the order that follows. 

3. - The proposed Notes ar~ for lawful purpos~s and the 
_ m6ii~Y I property or labor to be obtained by them is requlre-d lot 
th~~e _p~rpOse~ • Proceeds from the Not~s may not be charged .to 
-6perat~ng ~xpen8es or income. 

-_ _ _ 4. The following order shOuld be effective on the ,date 
ofalgrta'ture and payment of the fee set by PU code S 1904 (b) ~ to 
enable Roseville t6 proceed with its tinancillg expeditiously. 

o R D E R 

IT IS ORDERED that. 
1. - _ Roseville Telephone Company (Roseville), on or

be-f6reJi.tnuary 31, 1993, is authorized toa 

A. Issue, sell and deliver p~omissory-N6te or -
Notes (Notes) irian agqte9ate.pr~riclpa.1ainouilt 
not to exceed $40,000,000 upon terms and _ 
conditions substantially cortsistentwiththose 
described in or contemp ated by the 
Application; 

B. Execute and deliver Note purchase Agreements 
or other similar transactional agreements, -
andJ --

C. Use the net proceeds obtained from the 
issuance artd sal~ of the Notes for the 
purposes set forth in the Application. 

2. Within thirty days after the issuance and sale of 
the No-tes,Ros9ville shall submit to the Commission Advisory and 
compliance Division (CACD) a report showing the principal amount, 
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•. , ".' '. ". cC"~lnter'e:s~trat~, and other s19n'tficantterrn~ Of·th~·N6te·s·:·.fs;;Jed~~t>· .... 
. '.' .' and why the terms are the most advantageous t6~afepaye~s r ." 

• : _ • _ c· • _.' r " ", ' • - -. _ c', : - - ~ 

• 

3. Within thirty days aftertheisstlance and sale 6f 
then6tes/Roseville shall subtnitto tACO a copy of.·the Not6 
purchase Agreements or othe~ transactional Agreements entered . 
intowlth th~ lender Or lenders. 

41 Roseville shall tile the reports required by 
General Order Series 24~ 

5. Roseville shall submit an original and four copies 
of the reports required by ordering paragraphs two and three .to 
CACD with a transmittal latter stating th~ application and 
decision numbers. Parties need >lot' be served with copies 6f the 
reports unless they contact Roseville in writting to request' 
such. When service. is made on parties who request ~optesof the 
r~port, Roseville shall attach to its report A certificate 
showing servIce by mail upon ail those requesting cople.s • The 
Director of CACD shall send the original and pne copy to the· 
Docket Office for filing. 

6. The Application is gtantedas set forth abOve • 
. . The. authority 9rant~d by this order will become 

effective when Roseville pays$2l / 390.00,. the fee set by public 
utilities code § 1904(b). 

In all other resp'ects, this order is effective today. 
Dated __ F_.EB 20 1992 at San FranciscoJ califc~nia. 
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DANIEL Wm. FESSLER 
presidEmt 

JOHN B I OHANIMt 
NORMAND. SHUMWAY 

commissioners 

commissioner Patricia M~ Eckert 
being necessArily abr.ent, did not 
participate •. ' 


