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Decision NO. S~73 FEB' 71978 (O)[P6'~~" . .",". . .. , ,"""" 
~ , I, ." " , 

Q .•..• : frIll 
. . ". :.",j '" . 

BEFORE '!'HE PO'SLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA'> .', 
• '; '" r -

,":, •. ,': 
Application of ) 

) 
DOCOR TELEPHONS COMP~"Y, ) 
a corporation, ) 

) 
to c!lS'aqe in $157,000 of ) 
Rural Electr.ification) 
Admi.."l.istration financing. ) 

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

Application NO~" 57664, 
(Filed 'Novembe-r 2'" 1977) 

1 
·\t 

OPINION' ---- ... _-

Ducor Telephone Company (Ducor) requests authority 
.' 'I 

. (a) to enter into ~ T~lephone too.n Contract A.'nenoment with the 

united States of Al'c'erica o.ct1ing through the Rural Elec:.t:i:ification~, 

Administration, (b) to issue a Rural Electrificat'ion Adm,r~istration' 
:r.o:tgage Note in the principal amount of not exceeding-$1S7 ,000" 

, " 

ar..d (c); to execute and deliver a supplemental :no-rtgage or mortgage's' 
as are required under the terms of the Telephone'Loan'contract,,' 
A:nendment .. 

- Ducor is a California corporatio~ furnishing telephone 
service in and about the co:nmuni ty of Ducor i'n 1'ulareCounty _ . 
By Decision No. 87960, dated October 12, 1977, ~·~n Applieation 
NO. 56450, Ducor was authorized by this: Commission to provide .... 

telephone service to, the community of Rancho 1'~hama,. located: 
within Tehama County~ 

Ducor's most recent operating statement and balance 

sheet are attached to the application as EXhibitC. 'l'heexhibit 
indicates that for the twelve months ended, June 3.0, 1977~,:DU:c:or·.s .... 

total operating revenues and net income' amounted to' $205;SS-Sand 
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$36,538, respectively. The balance sheet at" June 30,," 1977 is:" 
summarized as follows: 

Assets 

Telephone plant less reserve for 
depreciation, 

Other assets 

Total 

Liabilities 
LOng-term del:>t 

Co:runOl:l stock 
Retained' earnings 

CUrrent lial:>ilities 
Total 

, 

" 

'," .. ' ","".;,. 
.. " 

", '.",:1 

. $.S3-0;~2,74.·· 

:>i;40"O': 
I ',_ ~"., 

, 87:" '''6',4' .:.;' " "I~ ."'1"'" 

:'40,:~:8is",::.,: 
.,' ~6B9)9'7G::':",,"'. 

':'\ 

(-. ,I, ,. ','. 

"," 

The Ions-term de~t 'of $5-30,274" as of June ":io;' 1977, , 
represents the outstaneing Rural Electrification .Admin:is,trat':ton • 
note, authorizec1 by this Commission' in Decision No,. SlSlS, dated' 
August 28, 1973, in Application No. 54187. 

Ducor has experienced and is,exPeriencing an increasing 
. , . ." ", 

de:nand for its telephone services ,and, for higher' grades o.f such, 

services in the community of Ducor. 

These demands noW'require the construction.of additional 
facilities. The company will require in exce~s' of' an add,iti'onal .. 

$157,000 to pay foradc1itions to plant. SpeeificaIly,Dueor, 

proposes to allocate the funds ~eeded 'for the 'folio\>1irigpurposesJ, 
, Lr," 

,- ,', 
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Item .-
Central office equipment 
Buildings 
Outside plant and station equipment 
Engineering 
Office equipment, vehieles, and work equip. 
Contingencies and allocable overhead costs,', 

Total 

, Amount 

$' 76,;:0'00 
42,.:000 
18 OOO~· " 10~000 

, 9,000, 
'Z,OOO, 

$1507/000.: 

Ducor cannot finanee such a large eonstructionprogra.."n 
from its current earning'S or resourees. It has, therefore" 

negotiated a Telephone Loan Contract Amendment 'with ,the united 

States of America, acting through the Rural Eleetrification 

Administration, to provide for additional lon~-termborrowing 
of not exceeding $157,000. The form of the ,amended, loan 

contract is attached to the application as' Exhib'it A. 

under the terms of the~ended lo~n contract',. money 

will be aevancad to Ducor from time to time after the e~eeut,ion ' 

of a Mortgage Note. The note,. a c,oP¥ of which is attached to' 

the application as EXhibit B, will bear inter'estat therate'of 

Z'"" and principal and interest will b¢ repayable in quarterly 
install:uents over a period of 3:S years. The- notewill·Oe, secured 

by the present mortgage dated as of October Z3, 1973'wh:tch was 

previously executed by Ducor and delivered to' the .Rural 

Electrification Administration, and by such supplemen.tal. mor~g?-9'e . 

or mortgages as may be required under terms of the ametidee' 
• " I 

lOfln contract. 

A summary of estimated net income and eashflowprepared 

by the company has been furnished to the staff and is received 

as Exhioit 1, in this proceeding. This exhibitindieates. that 
Ducor would generate esti:n~tcd operating revenues, 'and net~ ~perating 

i."leome of $203,404 and $42,269, respeetively. .Est£matedcash' 
.,,' , 
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flow from operations 'WOuld amount to $75,483·, o·f which·$45,2'4S· 
'WOUld be available for future plant additions and for· working 
capital. 

The Communications Division has reviewed' the 
applic<:ltion and has eonel\:l.ded that the additional capital 
expenditures of $157,000 are reasonable and necessary for 
upgrading the telephone system.. The Division, howe:ver, does 
not concur with the provision in Section 6 of the amended loan 

" contract whereby Ducor 'WOuld be required to seek Commission 
authorization to exel\:l.de mileage or zone'charges on. any grade 
of service.. 'I'he proposal is contrary to the ratemakins
philosophy of this COmmission, which with rare exceptions, has 
established rate designs which give reasonable rec09'ri~tion to· . 
the relative cost of service. Zone or mileage rate treatment, 
especially in rl:ral areas, accomplishes this Objective,. In. 
addition, Section 728 of the California Public Utilities., Code 
requires this Com.:nission, in fixing rates, to take into: 
consideration rates for comparable ser.rice in adj:acent territory. 
Nearly all rural exchange territories in·Califorrda. employ. zone· 
or mileage rate treatment. For these reas,ons,any proposal by 

the ut£li ty to exclude mileage or zone charges from 'its tariffs . 
would not be authorized. 

Ducor does not seek authority in this application: to. 
exclude mileage or zone charges on 'any grade of service, and no 
increase in exchange rates or change i~ se-r.rice wOtlld be neeessary. 
as a result of the- proposed loan. 

The Finance Division has ev~luated the application and 
has concluded that the '!:erms of the proposed financing are 

. " 

reasonable ~xcept for the provision in Section 6 of the amended 
l~ contract. Moreover, Ducor's cash flow shouldbe'sufficient· to 
pay quarterly install::tents of principal and:i:.n.terest on a 

~ 
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that: 
After considering this matter the Commiss,:ton finds· 

1. The provision in Section 6 of the Telephone 
Loan Contr~ct Amendment conflicts with the 
ratc:r.c:tking concepts of this Commi:zsionwith· 
respect to zone or mileage rate treatment. 

2. Dueor Telephone Company docs not seek authority 
toexclucc mileage or zone charges on' any grade 
of service. ' 

3. Granting the applicant authority to execute the 
Telephone Loan Contract Alnendment, for, the 
purpose of this proceeding does not preclude 
the com.-nission from exercising its jurisdiction 
over mileage or zone charges. ' 

~. The execution of a supplemental mortgage or 
:nortgages would not * adverse to thcpuhlic 
interest. 

5. The. issu;:).nce of the proposed MortqageNote. in . 
the principal amount of not exceeding $157,000. 
is for a proper purpose. . 

6. The money ~ property, or lal:>or to be p,rocured 
or paid for by the Mortgage Note he'rein 
authorized is reasonably required for the 
purpose specified herein, which purpose' is 
not#" in • .... hole or in part~ reasonably chargeable 
to operating expenses or to income. 

There is no known opposition~ and there is no reason' 
to eela~{ granting the authority requested ,in the application. 
On the basis of the foregoing findings we conclude that the 
application should be gra."ltcd. A public: hearing is not necessary. 
The authorization granted herein is for the purpos.esof this, 
proceeding only, and is not to be eonstru.ed as inc:Tieative:of the, 

, . . . . 

al't'Ounts to be included in proceedings for the determination 'of 
just and reasonable rates. Furthermore, nO,thing in this: decision 
is to be eonstrued as concurrence in the reasonableness of ' 
serving arrangements or tariff modifications ~onta:inediri. the 
Telephone Loan Cont:act Amendment. 

- 5 -

, . 



... ;'*' , 

A.S7664 PAJ 

I 

IT IS ORDERED that: 
1. Ducor Telephone Company, on or before the effective 

date hereof and on or before July 1, 1978, for the purpose ~e1: 

forth in the application, may ~nter into a Telephone Loan 
Contract Amendment with the united States of America acting 
through the Rural Electrification Administration. 

2. Ducor Telephone Company may issue a Mortgage Note in 
, , 

the principal amount of not exceeding $lS7,000 in subst~ntia1ly 
the sa.-ne form set forth in Exhibit B attached to' the app1icat,ion.' 

. , 

puc or Telephone Company may execute and deliver such 
supplemental mortgates as are requircdby the terms of ,said ' 
Telephone Loan Contract &~endment. 

4. Ducor Telephone Company shall file with the Commission 
a report ~ or reports, as required by General Order 24-B .. " which 
oroer, insofar as applicable ~ is hereby made a part o:f this ord~r.' 

S. This order shall become effective when Ducor Telephone' ' 
Company has paid the fee prescribed by Section 1904(b) 6f the, 
Public utilities Code~ which fee is $l14~ 

Dated at San Franeiseo, Californ.ia .. this '2# " day 

FEBRUARY , 1978. of 
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