,ii?DecisiOn 92 02 052 - February 20 1992 . :ii? SR fgirjih .
.-%BEFORE THE PUBLIC UTILITIES COHﬁISSION OF THE STATB OP CALIFORNIA

_lIh theé Matter of the Application of

'ROSEVILLE TELEPHONE COMPANY (U-1015-C)
©  for authorization Pursuant to Publie
.- utilities code Sections 816-830 to issue, (Filed November 4, 199 1)

sell  and déliver Notes in the aggrégate
- principal amount not to excéed

'”%$40 000,000, and to execute and deliver ) o= : , ,_,‘”f. 'f
. rélated documénts providing therefor., @WH@ Yinn
| ’ : ’ . . b ; & 7 .1

OPINION

Applicatién 91 11 04

| Summa;y of Decision 7
This decision grants Roseville Telephone Company '

_'(Roseville) the authority requested in Application {A. ) 91 11 045 ;
,'(Application). . '
e “Roseéville fequests authérity under §$ 816 830 and s 851 _l
' of the Public Utilities (PU) COde toi - :

1.- Issue, sell and ‘deliver a Promissory Noté or. Notes-:
: in an aggregate principal amount not to exceed- :

$40,000,000;

2. Execute and deliver Note Purchase Aoreements or
other similar transactional agreements; and

3. Use the net proceeds for the purposes set forth in.“
the Application.

) o Notficé of the filing of the Application appéaréd on the
commission’s Daily Caléndar of Decémber 9, 1991, No protests
have been received.
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ix;giBackgrouﬁd - ST : A
“]f S Rosevllle, a California corporation, operates ‘as” a;f
:fpublic utility under the jurisdiction of this CommiSSion.-«" )

: '7Roseville provides local and long -distance telephone servicé »’f-
f:in the city of Roseville and contiguous areas. L

’ For the caléndar year 1990, Roseville reported that it -

:'fgenerated total operating revenues of $73 629,000 and net incomel

~of $16,830, 000 as shown in its Consolidated Incomé’ Steteméht
K incorporated by referéncé from Exhibit A-1 to (A.) 91- 08 042. -
: For thé nine-month period énded September 30, 1991,'

- ‘R0seville reported that it generated ‘total operating revenués of‘
460,661,000, and net income of $15 368,000 as shown in Exhibit :
A-2 to the applicatién. ' St :
o Rosevillé's Consolidated Balance Sheet as of :
eSeptember 30, 1991, attached as Exhibit A-1 to the Applicatioﬂ,’
is summarized as followss : :

Assets o Amount

Net Telephone plant o ' $128,870, 000'
 Investments-Affiliated Companies : 10, 639 000
Current Assets - 28,197, 2000 -
Other Assets and Deferred Charges 1;860 000‘

Total |  $169,566,000

Liabiiities and Eguitz o Amount

Common Equity $110,985, 000-,
Long-Term Debt 5,710,
Current and Accruéd Liabilities 35,282,000
Other Liabilities/Deferred Credits 17,589, 000‘

Total $169,566,000

. Proposed_Financing -

" Roséville requests authority to executé and deliver a
PrOmissory Note or Notes (Notes) and rélated Note Purchase
Agreements or other transactional agréements (Note Purchase
Agreements) evidencing Roseville’s loan or loans from banks,
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/ﬁiilinsurance companies or other finanoial institutibns, in an -
T:T;aggregate principal améunt not to exceed $40,000, 000, to financeﬂ
Roséville’s construction expenditures, acquisition of property, -
?‘ofand/or retirément or refunding of long- and short- térm - I
i~3indebtédness.
= , ‘Roseville has not, at thé present time, entered 1nto
*w“;any contract for the execution and deliverance of the Notes.
;Roseville plans to place the Notes privately with institutional
- investors. S
t" The principal améunt and the terms and conditions of
;ﬁthe Notes will be determined by Rosevillé’s management and/or its
3Board of Directors in accordance with prevailing market
1conditions. The Notes will set forth, among other things, the
"aggfégaté'principal amount, interest rate and maturity daté of
the series of proposed financings. Roseville anticipatéé that
thé Notés will have the following characteristicst - :

1. A maturity consistént with the longest térm :
currently provided by financial 1nstitutions :
which,; undér currént market conditions, is =
expected not to be in éxcess of fifteen (15)

Yearsj

Amortization of thé principal amount of the
Notes over the térm of thé Notes subséquént-
to A negotiated peériod during which only
1nterest payments are made}

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;

An interest rate to be negotiated by
Roseville and its lender(s) providing a
favorable rateée 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 oné or more lenders providing it
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- with the ability to borrow the maximum amouht for which authorityer_
.. is 1ssued, or enter into.a serfes of Note Purchase Agreéments,, T
: none of which singularly provide for the 1ncurrence of :

indebtédness in excess of twenty million dollars ($20 000 000),
with such Agreements to be executed and the funds drawn by = ‘
Rosevillée at intervals during thé two-year period commeﬂcing on f"
- the effective date of this Order, ' L
' The COmmission Advisory and Compliance Division (CACD)i“
has reviewed Roseville & proposed flnanclng and recommends that'r
Roseville submit a writtén report to CACD demonstrating why thef
esulting interest rate and cost of money aré the most S
advantageous to Roseville and {ts ratépayérs. We concur with
CACD’s recommendation. '

Construction Budget ' ' :
Roseville’s construction budget for 1992 and’ 1993

amounts to approximately $57,402,000 and includes projécted

: capital expenditurés of $30,546,000 for géneral support assets,_>

$12,936,000 for central office assets and $13,920,000 for cablé

and wire facilities. . Roseville’s estimated capital additionsrfor

1991 and 1992 as. presented in Exhibit C attached to the e o

Application are as follows:

S 1892 1983
General Support Assets $15,590,000 $14,956,000
Ccentral Office Assets 4,014,000 8,922,000
Cable and Wire Pacilities 7.798,000 6:.122,000
Total $27,402,000 $30,000,000

In its Application, Roseville réports that theé
coﬂstruction, extension, and improvement of its facilities are -
reasonable and necessary to provide for the contfnuing
improvement and growth of its telephone systems to meet the




Vrapidly increasing demands fOr telephone sérvice iﬂ 1ts service ‘},'
-area. ' S - S : o ST

‘ CACD has revlewed the Applicatlon and ROeeville 8 :
ﬁcOnstruction program.- 'CACD céncludés that the' proposéd financinq:,
is necessary to fund ROseville‘s construction progfam; however, L
Roseville is piacéd on notice by this decision ‘that’ the S
Commission doés not find that its lmprovemént program is “_
necessary or reasonable for ratemaking purposes. These are -

" issues normally tested 1n general rate or rate base offset

proceedings.,l'

Capitalization Ratlos'
After glving pro forma effect to the prop03ed issuance

and sale of up to $40,000,000 aggregate principal amount - of
Notes, as well as the repayment of the- currently outstanding

~ short-term débt and outstanding debenturé series, Roseville'

' capitalization ratios as of September 30, 1991, as presénted in
Exhibit B attached to the Application, are as followsl’-* L

Component . sSeptember 30, 1991_ Pro Forma
Debt R ' ' '

‘Short-Term Borrowings 4.11% -
Debentures (including _ '
current portién) 4.69% -

Notés ‘ ; - ' ggLigg
Total Deébt | 8.80% 26.40%
Capitel'Stdck :_f - 73.76%  $7.13%
Retained Earnings - ;1;13§> , _ﬁ;;gi
Total Equity . 91.,20% ‘ '73,515
Total Debt and Equity - 100.00% 100;062
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. , Roseville is placed on nOticeiby'tth decision’ the
' Commission does not find ‘that Roseville' Capital ratios are’ s

-necessary or reasonable for ratemaking purpbses.\.These are;~"-e
issues: normally tested 1n general rate cases or’ cost Of cépitalfli

proceedings.

Cash Requirements Forecasts : : . . . -
Rosevillé‘s cash requirements forecasts for the Years.;~

1991 and 1992, shown as part of Exhibit A-l of the Application,»
are summarizéd as folloWs: ' T :

Components o ',f - o199y 1992

Funds Required for - . S s o
Construction $26,754,000. - $27,402,000

Short-Term Debt ,:>fu}“" S , o
Outstanding o S 3,500,000 - 106,000,000

Long-Term Débt o B S
Payments I B 1,200,000 - 6,468,000 =

Increase (Decrease)

in Cash Resérvée - 373,000 (61,000)

Lesst . -~ . - - . S
Estimated Cash o ‘ e o
from Internal sources 21,081,000 : 17,931,000

Additional Funds
Required from Outside .

Sources 1$10,746,000  $25,878,000

CACD has analyzed Roseville's cash requirements_~
forecasts for 1991 and 1992 and notes that 1nterna11y generated_'
funds will provide $21,081,000 or 66% of Roseville 8 cash
requireménts for 1991 ‘and $17,931, 000 or 56% in 1992, CACD
therefore concludes that the. proposed issuance and sale of
Roseville’s Notes is nécéssary to heéelp meét forecasted cash
requiremeénts CACD has reviewed the ‘Application and has
concluded that the proposed financing is reasonable and that the
authority should be granted, The Commission has considered
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»3:them as stated above.

Use of Proceeds .
Roséville proposes to usé. the net proceeds derlved from

the issue of thé Notées for the cOnstructiOn, complétion,

‘éxtension and improvement of its facilities. Additionally,_-

‘ Roseville proposes to use the funds for the discharge of shért-f
térm bank debt incurred to finance capital expénditurés prior to

its concluding arrangements for a permanent financing, and the

discharge, if necessary, of its outstanding debenture series. -

rindings of Fact
1. Roseville, a california corporation, 0perates as- a

public utility subject to the jurisdiction of this COmmissiOn.—
2. Roseville has need for external funds for the
purposes sét forth in the Application. o
) 3. The prOposed issuance and sale of the Notes are for'
prOpéf purposes aind are not adverse to thé public interest.
: 4, The money, property, or labor to be procured or
' paid for by-the proposed financing is reasonable and fegulred for

thée purposes spécified in the Application.
5. The Commission does not by this decision determine

that Roseville’s construction program is netessary or reasonable
for ratemaking purposes. These issues are normally tested in
- general rate or rate base offset procéedings.

6. The Commission does not by this decision determine
that Rosevillé’s capital ratios are necessary or reasonable for
ratemaking purposés. Theése issues are normally tested in general

rate or cost of capital proceedings.
; 7. There is no known opposition to the Application and
no reason to delay granting the authority réquested.
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LQ‘Concluslons of Law - - - :
: B T A public hearing is not necessary.‘ : « ‘
R 2. ‘Thé Application shOuld bé granted to the extent set‘
-forth in the order that follows. : j
S 3. The proposed Notes aré for lawful purposes and the .
fmoney, property or labor to be obtained by them is required for
_these purposes. " Proceeds from the Notes may not be charged to

.operating éxpensés or income.

, 4, The following order should be effective on the date
of signature and payment of the fee sét by PU Code § 1904(b), to
'enable Roseville to proceed with its financing éxpeditiously.'

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

: before January 31, 1993, is authorized toi

-~ A Issue, sell and deliver Promissory. Note or
Notes (Noteées) in an aggregate principal amount
not to exceed $40,000,000 upon teérms and
conditions substantiall consistent with those
described in or contémplated by thé . :
Applicationj ‘

Execute and deliver Noté purchase agreements
or other similar transactional agreenents,

and;

Use the net proceeds obtained from the
issuance and salé of the Notes for the .
purposés set forth in the Application.

, 2. wWithin thirty days after the issuance and sale of
the Notes, Roseéville shall submit to the Commission Advisory and
Compliance pivision {(CACD) a report showing the principal amount,
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f‘and why the terms are the most advantageous to ratepayers. 3_75.1
: 3. WIthin thirty ‘days after the issdance and sale of
the. notes, Roseville shall submit to CACD a copy of the Note o
:Purchase Agreements or other transactional agreements entered 372'
into with the lender or lenders, : '

4. Roseville shall file the reports required by
General Order Series 24, , -

5, Roséville shall submit an original and four cépies
of the reports required by ordéring paragraphs two and three to
CACD with a transmittal letter stating the application and
decision numbers. Parties need not be sexrved with copies of the
reports unless they contact Roseville in writting to request o
such. When service is made 6n parties who reduest copies of the,
report, Roseville shall attach to its report a certificate‘j" '
showing serv1ce by mail upon all those requésting copies._ The
Director of CACD shall send the or1gina1 and one copy to the'
Docket Office for filing. s

6. The Application is granted as set forth abova. ‘

The authority grantéd by this ordér will become R
‘effective when Rosevillé pays $23, 390 00, the fee set by Public
Utilities Code § 1904(b).

In all other resp cts, this order is effective tbday;'

Dated 0 1992 at San Francisco, Califcrnia.

Ret ¢ I519 1 = #23 390. |
3 - T
(R VTS COMASION DANIEL Wn. FESSLER
. ~pPreéesidént
JOHN B. OHANIAN
NORMAN D, SHUMWAY
Commissioners

COmmissioner Patricia‘H. Eckert
hein? necessarily abfent, daid not
participate. -

| cznnrv THAT rm; DECISION
WAS 'Appkoyto av THE ABOVE
cotwwssnonsnfs TODAY




