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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CRLIFORNIA

Application of LIVINGSTON TELEPHEONE )
COMPANY, 3 corporation, Zor authority
Lo issuc notes aggregating not
exceeding $1,175,000 at any one time

) _

) Application No. 556652

)
outstanding, and to execule 2 )

)

)

)

(Filed July 29, 1975)

Financing Agreoement, Mortgace and
Supplemental Mortgages.

QPINION

Livingston Telcphone Company sccks authority to execute
a Pinancing Agreement, Moritgage and Supplemental Mortgages, to issue
notes in the aggregate principal amount of not exceeding $1,175,000
at any ono time outstanding, and to guarantee interim borrowings of
Evans Telephone Company.

Applicant is a California corporation furnisking tclephone
gsexvices in and about Livingston, Mcreced County. For the year 1575,
its reported total operating revenues and net income amounted to
$559,364 and $50,902, respectively.

The application shows that the company has expericenced
and is oxperiencing an inecrcasing demand £or inereasing gqualitics
and cuentities of telephone sexrvices, and that it needs in excess
of $%,175,000 to be expended approximately 2s follows:
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Plant additions -~
Electronic central office 726,300
Qutside construction 61,200
Stand-by generator 23,500
Station apparatus 20,000
Total 331,000

Refunding short-~term indebtedness
incurred for - ,
Work equipment 20,000
Outside construction 75,000
Central office equipment 122,000
Station apparatus 22,000
- Total 239,000 .

Paying current accounts paysble for -
Building improvements 25,000
Central office 15,000
Outside construction 40,000
Station apparatus 25,000
Total $ 105,000

Grand Total $1,175,000

Applicant has negotiated a Coumitnment Agtecﬁent with
Stroamberg-Carlson Corporation £or the long-~tcrm borrowing of the
$1,175,000 pursvant to a Financing Agrecoment. Such'agrecments
contemplate that on December 1S5, 1978, the utility‘will issue a
Final Installment Note with principal repayable in 130 comsecutive
substantially equal monthly installments, together with interest
at the rate of 1l-1/2% por annum or 1-1/4% per annum over the
weichted average yield of "A" rated public utility bonds, whichever
rate is hidher. The note would be securcd by a mortgage and onc
or more supplemental mortgages.

According to the application, the utility intends ¢o
borrow interim funds from banks. The borrowings would be xcpresented
by notes bearing interest at a rate of not more than 1% per annun
over the San Francisco prime rate in offect at Bank of America
National Trust and Savings Association on the first day of cach
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month, and would have initial or xrenewal maturity dates of not
later than December 31, 1978. In order to obtain the advantaceous
interest rate, applicant and its affiliate, Zvans Telephone
Company, must cach become a guarantor of the other's interinm banlk
boxrouvings.

The application shows that tile torms of the proposoed
financing are the best applicant can obtain in view of its sizc,
scope, debt structure and encumbrances.

On numerous occasions, commencing with Decision No. £3411,
dated September 4, 1974, in Application No. 55080, relating to
Southern Californiz Gas Company's Pirst liortgage Bonds, Serics J,
we have held that the California Usury Law doos not a2pply %o
seccuxity issues authorized by this Commission. Nevertheless,
applicant states that Stromberg-Carlson Corporation'is unwilling to
enter into the loan transactions unless this Commission makes
certain specific findings and ordexs pertaining to such law.

After consideration we f£ind that:

l. The proposed documents would not be adverse to the
public intercst.

2. The proposed notes would be 0r Propor PUrpPOses.-

3. The money, propmerty or labor to be procured or
paid for by the issue of the notes herein
auchorized is rcasonably required for the
Purposes specified herein, which purposces are
not, in whole or in part, reasonbly chargeable
to operating expenses or to incoue.

Prevailing market comditions nccessitate that
applicant's proposed Final Installment Note

issued with a rate of iatercst oxcceding
the linitations provided in Article XV of the
California Constitution.
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Pursuant to plenary powers granted to the Legislature

by Article XII, Section 5 of the California Constitution,
the Legislature is authorized to confer such additional
consistent powers upon this Comuission as it deams
necessary and appropriate, warestricted by any other
provisions of the California Constitution, except

those directly relating to this Commission.

The Legislature has conferred upon this Commission

the authority to regulate the issuance of public
utility securities, including evidences of indebtedness,
and to prescribe restrictions and conditions as it
deems reasonable and necessary (Sections8l6, et seg.

of the Public Utilities Code).

Pursuant to the plenary powers granted to the Legislature
in Article XII, Section 5 of the California Constitution,
it conferred upon this Commission comprehensive and
exclusive power over the issuance of public utility
securities, including evidences of indebtedness, and

the application of the California Usury Law as a
restriction on this Commission's regulation of such
issuances of public utility securities, including

the establishment of a reascnable rate of interest,
would not be in the public interest or be protective

of public utilitics or their customers,but would,
instead, impair the ability of public utilities to
obtain funds nccessary to provide an adequate standard
of public utility sexvice to their customers.

In addition to the plenary powers granted to the
Legislature by the California Constitution puxrsuant
to which the Legislature conferred upon this Commission
exclusive authority to regulate the issuance of notes
by public utilities (Sectionsllé, ¢t segq. of the Public
Utilities Code), irrespective of the Usury Law,
judicial interpretation of the California Usury Law
has exempted corporate notes of public utilities from
operation of the Usury Law.

Although the usury limitation contained in Article XV
of the California Constitution and the Usury Law
Initiative Act is excoeded, the proposed transaction,
as authorized by this Commission, is the best
applicant can obtain because of market conditions,
and applicant utility, its assignecs or successors
in interest, will have no occasion to and cannot
asgert any claim or defense under the Califormia
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Usuxy Law; further, and necossarily, because of
lawful issuance by applicant of the notes in
compliance with authorization by this Commission,
persons collecting interest on such authorized
notes are not subiject to the Usury Law sanctions.

Thexe is no known opposition and there is no reason

to delay granting the relief reoguested.

On the basis of the foregoing £indings we conclude that
the application should be granted, and the cZfective date of the
oxder should be the date on which applicant pays the prescribed
fec. A public hearing is not necessary.

As sot forth in said Decision No. 2341l and similar
suwbscecquent decisions, we further concludce that the usury limitacions
on interest contained in Arxticle XV of the California Constitution
and the Usury Law Initiative Act do not apply to the issuvance of
public utility securities, including bonds, notes and other
evidences of indcbtedness, lawfully authorized by this Commission.

The authorization herein granted is for +he purpose of
this proceeding only, and is not to be construed as indicative of
amounts to be included in proceedings Zor “he determination of
Just and reasonablé rates.

IT XS ORDERED that:

1. ZLivingston Tclephoﬁe Company may exccute a Financing
Agrcement, Mortgage and Supplemental Mortgages and, £or the
purposes set forth in the application, may issue interim notes and
a Pinal Installment Note in the aggrecate principal amount of not
exceeding $l,175,000 at any one time outstanding. The documents
shall be substantially consistent with Zxhibits A& and B attached
to the application. |
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2. Livingston Tclophone Campany nay guarantee the interin
borrowings of Evans Tclephone Company 2s described in Application
No. 56651.

3. The intexest rate for the Final Installment Note,
authorized by paragraph 1 hexcof, may exceed the maximun annual
interest rate otherwisc permitted under thae Californiz Usury Law,
as contained in Article XV of the California Constitution and
the Usury Law Initiative Act.

4. Neither Livingston Telcphone Company, its 5uccossors in
interest, any of its stockholders, or any person purporting o act
on its behalf, nor any other interested party shall at any time
assert in any mannex, or attempt to raisc as a claim or doicnse
in any proceeding, that the interost on its Final Imstallment
Note exceeds the maximum permitted to be charged under the California
Usury Law or any similar law establishing the maximum rate of
interest that can be charged to or received from 2 borrower.

5. Livinggton Telephone Company shall file with the
Commission xeports required by Generxal Order No. 24-B, which oxder,
insofaxr as applicable, is horxeby made a part of this order.

6. This order shall become effective when Livingston
Telephone Company has paid the fee prescribed by Seection 1904 (b)
of the Public Utilities Code, whick foe is $2,175.

Dated at San Francisco, CaliZommia, this ESEfffaay
of AUGIST __, 1975,
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