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I. By the Commission

A. Statement

1. This matter comes before the Commission for consideration of a joint application filed by Rico Holdings, LLC (RH) and Direct Communications Cedar Valley, LLC (DCCV) on December 23, 2015.  The joint applicants request Commission authorization to allow the transfer of all Rico Telephone Company (RTC) assets (including RTC’s authorizations) and customer base to Cedar Valley.  The joint application was made pursuant to 4 Code of Colorado Regulations 723-2-2109, Rules Regulating Telecommunications Providers, Services, and Products.

2. RH holds all the shares of capital stock of RTC.  RTC holds a Certificate of Public Convenience and Necessity (CPCN) that authorizes it to provide local exchange telecommunications services and is an incumbent local exchange carrier.  The Commission issued this CPCN by Decision No. R84-672, Application No. 35896 on June 13, 1984. 
RTC also provides switched access services that are contained in its effective Tariff No. 3.

3. DCCV is wholly owned by Direct Communications Rockland, Inc. (DCR), a corporation formed in the State of Idaho.  Neither DCCV nor DCR hold any Commission issued telecommunications authority.

4. The joint applicants represent RH has entered into an agreement pursuant to which DCCV will purchase RTC from RH.  

5. Initially DCCV represented that it would be making a cash purchase of RTC.  However, it was discovered that DCCV will acquire an unsecured loan from DCR to close the transaction but will then secure a loan from Zions Bank to pay DCR back.  The terms of the loan from Zions Bank are not complete at this time and there is a possibility that RTC assets, including their CPCN, could be used as security for the loan.  

6. The joint applicants represent that there will be no impact to RTC’s customers’ rates, terms and conditions, though there will be a name change, to Direct Communications Cedar Valley, LLC.  

7. DCCV management will not be involved in the management and operations 
of RTC.  Farmers Telephone Company (Farmers), which now manages and operates RTC, 
and Direct Communications Star West will share those responsibilities. DCCV will have an agreement with Farmers to provide occupational employees for the provision and maintenance of RTC’s services and facilities.  

8. RTC currently receives Colorado High Cost Support Mechanism (CHSCM) funding.  DCCV has stated that the CHCSM funds will only be used for improvements to support RTC services and facilities.

9. In response to an inquiry from the Commission, DCCV confirmed that RTC will not include any acquisition adjustment in its calculation of CHCSM in any future proceedings.  Anticipated accounting entries were also provided that will identify separately the amount of any acquisition adjustment that results from the RTC sale.

10. The joint applicants further represent that DCCV has the technical and managerial qualifications to acquire control of RTC.  

11. On December 28, 2015, notice of the application was provided on the Commission’s website.  Interventions were due on or before January 27, 2016.  No interventions were filed.

B. Discussion
12. We find that the Commission has jurisdiction in this matter.

13. The joint application contains all of the information required by applicable Commission Rules and is therefore deemed complete.

14. The transaction to transfer has the potential of an encumbrance of the telecommunications authorities that the Commission has issued to RTC with the contemplated loan from Zions Bank to finance the sale.  If the Zions Bank loan that Direct Communications Cedar Valley, LLC is currently negotiating does require securing the assets and CPCN of 
RTC, then Direct Communications Cedar Valley, LLC must immediately file an application for Commission approval of the encumbrance.

15. The applicants are reminded that approval by the Commission is necessary before a CPCN can be transferred to another party in the event of default or foreclosure of the loan.

16. The joint application is unopposed and therefore may be considered without a formal hearing pursuant to § 40-6-109(5), C.R.S.

17. The Commission finds the proposed transfer is not contrary to the public interest and therefore will grant the joint application.

II. Order

A. The Commission Orders That:

1. The joint application to effectuate a transfer of assets including local exchange customers of Rico Telephone Company to Direct Communications Cedar Valley, LLC on March 31, 2016 is deemed complete and is granted.

2. If authorization to enter into an encumbrance agreement with Zions Bank is necessary, an application must be filed with the Commission to approve such authorization in a separate proceeding.

3. Rico Telephone Company’s Colorado High Cost Support Mechanism funding shall only be used for improvements to support Rico Telephone Company services and facilities.
4. Applicants, Rico Telephone Company and Direct Communications Cedar Valley, LLC shall jointly notify the Commission if the transaction has been terminated or is not completed within 60 days of the proposed effective date stated in the application, or if the proposed transfer terms are changed prior to the consummation date.  This notice shall include the proceeding and decision numbers which granted the authority to execute the transfer. 

5. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Decision.

6. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING
April 6, 2016.
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