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BEFORE THE PUBLIC utILITIES COMMISSION OF THE STATE OF CALIFORNIA 
In the Matter of the Application of) 
HORNITOS TELEPHONE COM?A.'~ for an ) 
Order authorizing it to issue 4 ) 
note in an 4gg,regate amount no: ) 
exceecing $1,817,000 and to ) 
execute a loan Contract and ) 
Supplemental Mortgage and Security) 
Agreement ) 

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

A?plica<:ion e>=oa-l$ 
(Filed August "5. 1983) 

Hornitos Telepbone Company (Rornitos) requests authority, 

4It under Public Utilities (PU) eoce Section 8i7 through SiS, for ~~e 
following: 

1. To enter into a Telephone Loan Contract 
(Loan Contract) with the Rural Electrifi-
cation Administration (REA); 

2. To enter into a Supplemental Mortgage and 
Security Agreement with REA and Stromberg 
Carlson Corporation (Stromberg); 

3. To issue to REA a Mortgage Note in the 
aggregate prinCipal amount of up to 
$1,817,000; .snd 

4. To execute and deliver one or more supple-
mental Dortgages and other security 
instruments 4S may be required in th~ 
future by the terms of the loan Con:ract • 

. . 
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,. 
Summary ~f Decision 

This decision grants Hornitos the authority requested in 
the application. 

Notice of the filing of the application appeared on the 

Commission's Daily Calendar of August 1 0 ~ , 983. No protests have 
been received. 

Hornitos~ a California corporation~ operates as a 

telephone utility under the jurisdiction of this COmmission. 

Hornitos provides telephone service in portions of Mariposa County. 

For the calendar year 1982, Hornitos reported it 

generated total operating revenues of $265.279 and net operating 

income of $41,958 shown as part of Exhibit D attached to the 
application. 

Also shown as part of Exhibit D is Hornitos' Balance 

Sheet as of December 31.1982 summarized below: 
Assets 

Net Telephone Plant 
Other Investments and Funds 
Current Assets 
Deferred Debits 

Liabilities and Equity 

Common Equity 
Long-Term Debt 

Total 

Current and Accrued Liabilities 
Deferred Credits 

Total 

-2-

Amount 

$448.822 
17.948-

102,735 
5,733 

$575,238 

$159,519 
200,266 
199,949·" 

1 5,504 

$575,,238 
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'. 
Hornitos is experiencing the need to upgrade its 

telephone plant to meet the increasing demands being placed on its 

present service. These demands now require the improvement and 

replacement of portions of Horni'tos' existing telephone facilities 

and the construction of additional facilities. Hornitos will 

require in excess of $1.817.000 to pay for improvements" 
modifications. replacemen'ts .. and additions to plant. Hornitos 

proposes to borrow the necessary funds from the United State of 

America" acting through REA. A summary of the approximate 

anticipated allocation of these funds (among the authorized uses of 

such funds)is as follows: 

It:em -, 
Central Office 
Outside Plant 
Land 
Buildings 
Removal Costs 
Engineering 
Contingencies 

Total 

Amount 

$ $60,000 
757,,000 

15,000 
, 56,,000 
43,,000 

234,,000 
52,000 

$1,8.17.000 
Hornitos has previously made long-term borrowings from 

Stromberg under permiSSion granted by the Commission. These 

borrowings are presently outstanding and are secured by a mortgage 

on the assets of Hornitos. These previously authorized long-term 

-,. 
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loans will remain outstanding and will be secured by the Supple-

mental Mortgage and Security Agreement which is a co-mortgage made 

by and among REAp Stromberg. and Hornitos. 

Hornitos states it is unable to finance its large 

construction program from its current earnings or resources and 

has. therefore p negotiated a Loan Contract with the United States 

of Americap acting through REAp to provide for long-term borrowing 

in an amount up to $1 .S17 p OOO. !he form of the Loan Contract is 

attached to the application as Exhibit A. The loan of $1.S17 p OOO. 

as well as the existing loans from Stromberg. will be secured by a 

Supplemental Mortgage and Security Agreement which provides for a 

lien on substantially all of Hornitos' property in favor of REA and 

Stromberg. The form of the Supplemental Mortgage and Security 

Agreement is attached to the application as Exhibit B. 

Under the terms of the Loan Contract. money will be 

advanced to Hornitos from time to time after the execution of the 

Mortgage Note in substantially the form attached to' the application 

as Exhibit C. The Mortgage Note in the amount of $1.817.000 to be 

issued to REA by Hornitos will bear interest at a rate of 2% per 

annum and is repayable in monthly installments over a period of 35 

.... 
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years. From time to ~ime Rorni~o8 will be required under the terms 

of the Loan Contract to execu~e a supplemen~al mor~gage or 

mor~gages and o~her security instruments in favor of its secured 
lenders. 

Horni~os has provided the Commission with a pro forma cash 

flow s~a~ement, supplemental to the application, which indicates 

that after the improvements have been made it will generate 

operating revenues of about $531,000 and total operating income of 

about $120.000 which added to the depreciation of $233,000 will 

amount to a cash flow of $353,000. This amount will exceed its 

cash requirements of $296,547 leaving about $56,000 in funds 

available for plant additions, working capi~al, and other items. 

The Commission's Revenue Requirements Division and the 

Communications Division have reviewed the application and the 

utility's proposed cons~ruction program. The Divisions conclude 
that the proposed financing i8 necessary to fund Hornitos' proposed 

construction program. 

The Commission is neither finding that the cons~ruc~ion 

is necessary and reasonable nor that the expenditures are reason-

able in amoun~. These are issues normally tested in general rate 

or rate base offset proceedings. 

-5-
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The Revenue Requ.irements Division reviewed Hornitos' 

financial statements attached to the application and concludes that 

Hornitos' cash flow is sufficient to meet its debt service 
requirements. 

Findings of Fact 

1. Hornitos, a california corporation~ operates as a public 

telephone utility subject to the jurisdiction of this Commission. 

2. Hornitos has need for external funds for the purposes set 
forth in the application. 

3. The execution of the proposed Loan Contract and the 

Mortgage Note would not be adverse to the pu.blic interest. 

4. The issuance of the proposed Mortgage Note is for proper 
purposes. 

5. !he execution of a supplemental mortgage or mortgages and 

other security agreements as is required by the Loan Contract would 

not be adverse to the public interest. 

6. The money, property. or labor to be procured or paid for 

by the proposed Mortgage Note is reasonably required for the 

purposes specified in the application. 

7. There is no known opPOSition and there is no reason to 
delay granting the authority requested. 

., 
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";. 
Conclusions of Law 

1. A public hearing is noe necessary. 

2. The applicaeion should be granted to the exeent set forth 
in the order which follows. 

The proposed security issue is for lawful purposes and 

the lnoney. property. or labor eo be obeained is required for these 
purposes. Proceeds from the security issue may not be charged to 
operating expenses or income. 

The following order should be effective on the date of 

signat~re and payment of the fee set by PU Code Section 1904(b) to 

enable Hornitos to issue its Mortgage note expeditiously. 

ORDER -----
IT IS ORDERED that: 

1. Hornitos Telephone Company (Hornitos) on or after the 

effective date of this order and on or before June 30. 1984 may. 

for the purposes set forth in ehe application. enter ineo a 

Telephone Loan Contract with ehe Unieed States of America. acting 

thro~gh the Rural Electrificaeion Administration (REA). under a 
document which shall be in subseaneially the same form as set forth 
in Exhibie A attached to ehe application. 

-, 
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2. Hornitos may~ in conjunction with entering into the 

Telephone Loan Contract~ enter into a Supplemental Mortgage and 

Securi~y Agreemen~ as a co-mortgage with REA and Stromberg. under 

a document which shall be in substantially the same form as set 

forth in Exhibit B attached to the application. 

3. Hornitos may. for the purposes specified in the 

application, issue a Mortgage Note in the aggregate principal 

amount of up to $1,817,000 in substantially the same form as set 

forth in Exhibit C attached to the application. 

4. Hornitos may execute and deliver supplemental mortgages 
and other security instruments as are required by the terms of the 

Telephone Loan Contract. 

S. Hornitos shall use the net proceeds from the loan for the 
purposes specified in the application. 

6. Hornitos shall file the reports required by General Order 
Series 24. 

-~ 
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7. The authority granted by tn1s order to issue a Mortgage 

Note will become effective when Hornitos pays $2.S17. the fee Bet 

by PU Code Section 1904(b). In all other respects. this order is 
effective today. 

Dated __ S_E_P_3_0_i_S_83_--##&t San Francisco. California. 

-~C"· 'l:''''' ~ J..P-..,I.WI M. G~!!"ZS. ~. 
PrO:::!dc~t. 

,,"'! ':J.'O:-{ Ct:17C 
!)CZi!..1.!.D vr:.J,. 

CC=is:::!O:l~:-':; 
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Decision 
S3 OS 073 SEP 3 0 1983 
-----

:SEFORE 'tHE PUBLIC UTILITIES COMMISSION OF l'HE STATE OF CALIFORNIA 

In the Matter of the Application of) 
HORNITOS TELEPHONE COMPANY for an ) 
Order authorizing it to issue a ) .. 

..:;, 

note in an aggregate amount not ) 
exceeding $1.817.000 and to ) 
execute a Loan Contract and ) 

APl>lication ... S.2-08-19 
(Filed A~t 5. 1983) 

Supplemental Mortgage and Security) 
Agreement ) 

----------------------------) 
OPINIO 

Hornitos ~elephon: ~p~rnitoS) requests anthori~ • 
under Pu~lic Utilities (PO) CZde ection 817 through 818. for the 
follo'(o1iog: 

1. To enter into Telephone Loan Contract 
(Loan Contrac~ with the Rural Electrifi-
cation Admin~stration (REA); 

/ 2. To enter i~o a Supplemental MOrtgage and 
Security ~reement with REA and Stromberg 
Carlson ~rporation (Strom~erg); 

3. To issue to REA a Mortgage Note in the 
aggrega:'te principal amount of up to 
$1.817.000; and 

4. T~ ~eeute and deliver one or more supple-
mental mortgages and other seeuriey 
instruments as may be required in the 
future by the terms of the Loan Contract • 

. , 

-1-


