
Decision No. 8S296 
r®~~(ffiu~!l 

BEFORE THE PUBLIC tnILITIZS COMt-lISSION OF 'l'HE sm~ OF CP..LUORNIA 

Application of LIVINGSTON ~PHONE ) 
CO!.u>1~, a corporation, for authority) 
';:0 issue: no'c,es aS9rcga ting not ) 
CXCCCc.ing $1,l75,000 a'e anyone time ) 
outstanding, and to execute a ) 
Financing Agreement, Mortga~c an~ ) 
Supplemental Morcgagos. ) 

) 

OPINION --...- ....... --

Application NO. 55652 
(PilcQ July 29, 1975) 

Livingston 1'clepnone company seel,s autbority to exceut.c 
a Financing Asr~nt, ~,10rtgage ana Supplemental I-1Ortga9cs, '\:0 issue 
notos in the a9gre~ate principal amoant of not exceeding $l,175,000 
at Zlny one time outstandin~, and to guarantee intorim borrowing$ of 
Evans Telephono Company~ 

Applicant is a california corporation fur.niSbin9 telephone 
services in and about Livingston, Merced County. For the year 1975, 
its reporteo total operating revenuos and net income amountc~ to 

$559,364 and $50,902, respectively. 
The application shows that '~¢ company bas experiencea 

ane is experiencing an increasins dcmanclfor increasin9 qualitios 
and quantities of telephone services, ~n6 that it needs in excess 
o~ $1,l75,000 to be expended approximately as follows: 

, ' 
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Plant aQeitions -
Electronic central offico 
Outside construction 
stand-by generator 
Station apparatus 

Total 
Rc!~ding short.-tc:z::m indebtedness 

incw::rQ(l for -
Work equipment 
Outside cons~ction 
cent~al office equipment 
stat loon appara'i:us 

Total 
Paying current accounts payable for -

Building improvements 
central office 
outsiec construetion 
Station appara~cus 

Total 

Grand Total 

$ 726,300 
61,200 
23,500 
20,000 

$ 831,000 

$ 20,000 
75,000 

l22,000 
22",,000 

$ 239,000 

$ 25,000 
15.,000 
40,000 
25,000 

$ 105,,000 

$1,175.,000 

Applicant has negotiated a Col%lit:r."1ent A~recment with 
S'i:roro.bcr9-carlson Corpora;eion ~or the lon9-tcllU borrowin9' of 1:hc 
$1,175,000 pursuant to a Financin~ A9=ocmcnt. Such agreements 
contemplate that. on December 15, 1978, 'i:,he utility will issue a 
Final Installment Note wi/ell principal repayable in laO eonsacu~ive 

sUbstantially equal monthly installments, 'i:ogother with interest 
a"~ the rate of 11-1/2% por annum or 1-1/4% per annum over tho 

wci~h'i:ed average yiele oi "A" rated public utility bonds, wbicl1cvcr 
rate is higher. 'l'hc note would be securod by a mortgage anQ one 
or more supplemental morcgages. 

Aceordin9' to leba application, the utility intends "-:'0 

borro\>l interim funds from ban3~s.. The borrowings would be represented 
by notes bearing interest at a rate of not more than 1% per annuc 
over I~C san Francisco prUde rate in effect at Bank of America 

Na'tional Trust alld Savings Association on lehe first Clay o~ each 
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month, and would have ini~ial or renewal maturity dates of not 
la'~cr '.:han Deceml:>er 3l, 1975. In order to obtain the advant.a;oous 

int~ost rate, applican~ ana its affiliate, Evans Telephone 
company, mu.st each become a guarantor of tl'lO other' s interil::l h~: 

bcrrof.Jin$;S .. 

Tho application shows that t:l.O ~erms of the propozoC: 
financin9 arc the best applicant can obUl.in in view of its size, 
scope, debt structure ana cneumhranecs. 

On nurncrou.s occasions, camuoncing ~lith Decision NO .. ~3411, 

datcCl September 4, 1974, in Application No. 55080, rclatin~ '~o 

Sou./~he:rn california Ga s company' s First 1.!O:t93Se Bond s I Series J, 

we have hclcl that the california Usury La~" oocs not apply to 
sccu.ri'~y issues authorizcc1 by this cocmission.. Novertheless, 

applicant states that S"~ombers~rlson cO'%'pOration" i:: =willing to 
enter into the loan '~ansactions unless this Commission makes 

certain ~cific findings and orders pcrtainin~ to such law. 
After consi~era~ion we find ~1at: 

1. 'l'he proposed Gocutllents woulo not be adverse to the 
pUblic interost. 

2. 't'.nc proposed notes would be :Zor propor purposes .. 

3 ~ 'l'h~ money, property or labor to ~ proc~(!:d or 
pal.d for by '.:he issue of -::.he notes hcrcl.n 
aut~horizcd is reasonahly required for tho 
purposcs spccifieQ herein, which pu%pOGCs are 
not, in whole or in part, reasonably char~Gable 
to operating expenses or to incOQc. 

4. Prova.ilin~ marJeet c:oneitions necessitate that 
applicant's proposed Final Installmont Note 
be iSSUed wi tl"l. a rate of interest QXceedin9 
the lirc.ita/Q.ons prov1doo in l'~ti.c:lo ),:V of 'the 
california Constitution. 
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5.. Pursuant to plenary powers granteci to the Le9islaturo 
by Article XII, Section 5 of the California Constitution, 
the Legislature is authorizee ~o confer such additional 
consistent powers upon this COtm!lission as it deems 
necessary and appropriate, unrestricted by any other 
provisions of the ca lifornia Constitution" except 
those directly relating to this Commission. 

6. The. Lc9islature has conferred upon this commission 
the authority to regulate the issuance of pUblic 
utility sGcurities, including evidences of indebtedness, 
and to prescribe restrictions and conditions as it 
deems reasonable and necessary (SectioDSS16, ~~. 
of the Public utilities Code) .. 

7 _ Pursuant to the plenary powers ~ranted to the Le9islature 
in Article XII, section S of the california constitution, 
it conferred upon this Commission comprehensive and 
exclusive power over the issuance of pUblic utility 
socurities, including evidences of indebtedness, and 
the application of the california Usury L~w as a 
restriction on this commission's re9ulation of such 
issuances of public utility securities, includin9 . 
the establishment of a reasonable rate of interest, 
would not be in the public interest or be protective 
of p~lic utilities or their customers,bQt would, 
instead, impair the ability of public utilities to 
obtain funds necessary to provide an adeq\late stanC!ard 
of public utility service to their customers-

S. In addition to the plenary powC!rs 9%'anted to the 
Legislature by the California constitution pursuant 
to which the Legislature conferred upon this comcission 
exclusive authority to regula~e tho issuance of notes 
by public utilities CSectionzOl6, et seq. of the Public 
Utilities Code), irrespectivo of ~-eusury LaW, 
judicial interpretation of the California Us~ Law 
has exempted co~rate notes of pUblic utilities fr~ 
operation of the Usury Law. 

9. Althoush the usury limitation c:onta~oe in Article y:v 
of the california Constitution and the Usury Law 
Initiative Act is exc0cded, the pr~sed transaction, 
as authorized ~.l this Commission, is the best 
applicant can obtain because of marl~et conditions, 
and applicant utility, its assi~necs or successors 
in interest, will have no oecasion to and cannot 
assert any claim. or defense under the california 
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Usury Law: f~~or, ano nocossarily, because of 
lawful issuance by applicant of 'Che notes in 
compliance with authorization by this Commission, 
persons collcc'ting interest on such authorized 
notes arc not subject to tho Usury Law sanctions. 

10. 'l'herc is no known opposi tior:. ano tbere is no r~son 
to delay 9ranting the relief requested. 

On the basis o~ the foregoins ~indin9s we conclude '~t 
the application Should be ~ranted, anG th~ effective date of ~be 
order should be the date On whiCh applieant pays the prcscr~Q 
fee... A public hearing is not necessary ... 

As sot forth in said Decision No. $3411 and similar 
subsequent docisions, we further concluGo that 'f:he usury 1imitG:~ions 
on interest contained in Article XV of tho california Constitu~ion 
and the usury LaW InitiatiVe Act do noe apply to tho issuance of 
pUblic utility securities, including bones, notes and other 
Gvidences of indebtednoss, lawfully authorized· by this CO~ssion. 

'l'ho authorization herein granted is for tho purpose of 
this proceodinq only, and is not to be construed as indicative of 
amounts to be inclu.ded in proceeaings :for '~o dotorm5n ation of 
ju.st and reasonab10 rates. 

Q.~~~B. 

11' IS ORDERED '"hat: 
1. Livingston 'l'~lcpbonc Company may executc a Financing 

Agreoment, Mortgagc and Supplemental Mortga90S and, for tho 
purposes set :forth in 'Cl"le application, may issuo interim notes ant! 
a Final :tnstallmcnt Note in the agC)ro93/CO principal ~ount of not 
excccaing $1,175,000 at any one time outstanOing. The documents 
Shall be substantially consistent with ~libits A and B attacl"lcQ 
to I~C application. 
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2. Livingston ~QlophonG Company ~ay suarantee the intoric 

bo~rowings of Evans Tolephone Company as eo=cribed in Applica~ion 
No. 566Sl. 

3. 'l'he :i.nto~cst rate fo~ the Final Insbllment Note, 
autl").orized by paragraph 1 ho~oof, may exc:acC: the maximum annual 

interest rate otherwise pe~tted unC:cr ·~c Californi~ Usury Law, 
as containod in Article 'XV of the california Constitution and 

the Usury Law :tni tiati VG Act.:;. 

4. N~ither Livingston Telophone Co:npany, its succossors in 

in~crcst, any of its stoc:!tholClCl:'s, or any porson purportin~ to ac"" 
on its behalf, nor any other interested party shall at any time 
assort in any manner, or a~·l::.empt to raise as a elaim or do~onso 

in any proceeding, that tho interest on its Final Installment 

Note exceeds the ~um permitted to be eharged under the california 
USl.U:'l Law or any similar law establishing the maximum· rata of 
interest that can be ehar~ed to or roceived from a borrower. 

S. Livinczston Telephone Ccxnpany shall file with the 

coramission rQpOrts required by General order No. 24-B, whieh ordor, 
insofar as applicable, is hereby made a part of this order. 

G. This oraer shall become effective whan Livingston 
Telephone Company has paid ~~c fee prcscrrbcd by Section 1904(b) 
of ~.:;he Public tTtilities Code, which foc is $Z,17S. 

Dated at San Franeisco, California, this ~d.ay 
o:f 4Ur;u~ lS7S. , 
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