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Decision. 93670 
BEFORE THE PUBLIC UTILITIES COMMl SSI ON OF THE S~E OF' CALIFORNlA 

In the Matter of the Application ) 
of EVANS TELEPHONE COMPANY for au. ) 
Order authorizing it to issue notes} 
in an aggregate amount not exceed-:'-) 
ing $5.112.000 and to execute a, ) 
related' agreement and original and ) 
suppleUlental security ins-truments. ) 

, ) 

App11cat1-on 6,0924' 
(F!led September 23:" 198:1) 

Evans Telephone Company (Evans) requ~stsautbority •. unde~ 

Public ,Utilities (PU) Code Sections 8·17: and' ~'18 for thefOllO'AiJg :, 

1. To en:er into a Telephone' Loan Contract (1.Oan' 
Contract) with the Rural Electrification 

• 
Adm1y.istrat1on (REA) and: the Rural Telephone 
Bank.!./ (Telephone Bank),' . ,', 

• 

2. To enter into a. Mortgage and' Security· A&ree­
ment(Agreement)w1th the REA. and;·the~Tele-
phone Bank. . 

. . , 

3. To, issue to the' REA. and the Telephone Bank' 
Mortgage Notes in the aggregate: principal' 
amount of up to $5·, 112.,000 •. and 

4. To execute and deliver one or more 
supplemental mortgages and other security: 
instruments as, may be·required .in the future 
by the terms of the Loan Contract~. 

J./ The Rural Telephone Bank is a.n agency of the' Unit~d, States' of 
America and is subj ect to the supervision· andd1rectlon, .of 
the Secretary of Agriculture. The bankt's general"purpose is 
to provide assured and, vial>lesources.·of'finanein8;: to supple­
ment the telephone loan program administered'by the REA.;: . 
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~ Notice of the filing ,of theapp'licat1on' appeared:' on !the' . 

Commission's. Daily" Calendar of, September 2'5to::1 :98:1;;..' No-:pr<>:tests 

have been received:. 

Evans" a California corporation.. operates as :a ·'telephone ' " 

utility under the jurisdiction of this Comm:tss1;on. ~ans'engages'.!:' 
'., 'i 

in the business of provi~'ing ~elephone service in, a port'!ouof, 

Stanislaus County. 

, i 

For the calendar year 1980', Evans reported it'generated' . ' 

I '"," 

total operating revenues of $1 ,>10,,200 and~,net'income of '$1:38',,.841" 
,. .'. 

shown: as part of Exhibit F attached',to- the application. 

Also shown &8, part of, Exhi1>i tF is. Evans' &lance .sheet 

as of December 31. 1980 which is, suminarized:' below,:'~ , 

Assets 

Net Telephone Plant 
CUrrent: Assets' 
Deferred',Charges 
Other Asaets 

,Total 

Liabilities,and Common Equity 

Stockholder' a 'Equity 
I.ong-Term'Debt 
Current Liabilities 
Deferred, Credlta 

Total 

I ,',' 

Amount 

$2 .. 5,r4~~. i5:4' 
, 3'8:t,,:049'~,,' 

, " " 64;~:7S5: " 
, ,222'r9'39~,: '. 

$3, 189',528> 

": ~ 
. I.".' I' 

,"",,'r 

Evans is experiencing',the need,to. upg~ade its' telephone 

plant to meet the increasing, d'~ands be,ing: pla~ed on" 1 ts. prescnt-
. .,.'. . ' '-, "',' " 

service. These demands result in: the need: ,to make required', 

improvements and, replacements' :of' portious::of 'the. telephone,' p-lant~:: 
' ... " " 

" " ' 
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The company will require an estimated' $5.112'.,000 or mo,re 

modtfications, replacements, and, additi.ona to: plant' 'facii~tieS., ',and 
, ' 

for refinancing of its existing debt:f.n connection: w1th'itsne,~' ',' 
borrowings. A summary of' the approximate 'anticipated>' ~11Ocat1:on' ,of" .. 

, . "', ,.' , .. . ',- . 

these funds, is as follows: ' 

Central Office Equipment 
Ou.tside Plant· & Station Equipment 
Right-of-Way Procurement" , 
Removal Costs ' 
Land 
Bu:ildings 
Engineering 
Vehicles and York Equipment, 
Acquisition of Headquarters -

Central Office BuildIng. and' Sales 
and Service Facility 

Class ~ Stock - Telephone Bank 
Debt Retirement with Loan Funds 
Debt Retirement with Company Funds 
Contingencies & Allocable Costs in 

above Cat~ories 
SUBTOTAL 

Less Application of Company Funds 
to Retire Debt 

TOTAL 
.. ' 

(Red, Figure) 

Amount' 

358:.,000 
15,3,.000, 

1,,60,.978: 
3'4.,000 

1 ;42'2;' 
5.,14&,000: 

,,'j' , '< ' 

. f34;OOO:j. ,,' " 
$S.,~12,.OO.o-.\ 

. . ' '.' :.'1,':' "::' 
, . , i 

, .,!. 

.. '., . .," 

Evans states it 18 unable tof1nanee1ts,large constl;UC­

tion program from its current earnings:. or "re8ourcesand<has, tllere-, 

fore, negotiated' a Loan Contract with'the:United' States Government 

acting through REA. and the Telephone Bank to·providefor'long-term.' 

borrowing in an amount up' to $5, 11'2,.000.. the form, of· the' Loan:' 
.' "I' 

Contract i8 attached' to the' application' as Exhlb.;[t 'i;;.: ,The::Lo:an .' ,", 

", 

, ,.' ' 
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Contract :w1ll be secured by a Mortgage and;· se,eurity' Agreement of 

substantially all of Evans' ,property to' the-: RE.A-.and the- Telephone, 

Bank. The form of Mortgage- and Se cur i tyAgreement is· attached' to' 

the application as Exhibit S. 

Under' the terms of' the toanContraet,,. :moneyWill be,' 
* 

advanced' to Evans from time to time-after- the -executlon~'o,f the- '.' 

Mortgage Notes in' substantially the£orm,attached-' to the . 

application as Exhibits C,. D, and' E. The Mortgage Notes .. '1n- the 

amount of $5,112 .. 000 to be given to the REAand'theTelephone- Bank 
. , .' '. , ' . 

. . . 

by the utility Will bear interest- at a comPo~lte . rat,e" o£.approx:t- . 

mately S.9X per annum and are repayable in, qua~ter,lY instaliment~ 
" " '. 

over a perIod of 35 years. Fr~m,' time to time'.,Evans, wil:l: be': 

required'under the terms ,of the Loan Contract to>execute a.' 

supplemental mortgage or mortgages and' other security instrumentS: 

in favor of its secured lenders. 

Under the Loan Contract,. Evans will also be required to, 

purchase $1S3,000 of Class :S. stock of the, Telephone-Bank .. ' 

Evans has previously made long-t~rm' borrow1ngs::from 

Stromberg-Carlson Corporation and ,Nationwide Life' Insurance 

Company,. under author 1 ty granted' by the- Comm:ls.sion., These- borrow~ 

ings. are presently outstanding and.' are- secured: by a mortgage: on the 
<" " .... , 

, I' ". ',.,. 

" " , 
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assets of Evans. These previously authorized' :tong-term. loans.' , 

totaled $839,.978 as of December 31,. '9'80~ whichbal:ance:':tscomposed',' 

of notes of $96 •. 228 to Stromberg-Carlson Corporation and $743·,.750' 

to NaeionwideLife Insurance Company. 

Thes.e loans muse be refinanced by thepropo8ed~ loan 

before the REA. will authorize the proposed loan>' becausethe:,U.,S. 

Government will not take second,mortgages.· In: addltion',.:theloan· 

proceeds. will be used,. together with $34', 000 ofcom~anyfund8~,.:, to, 

repay other company debt consisting of outs.tand1n8:s.hort~'term"'notes 

in the amount o~ $355,..000. 

Evans requeststh&t competitive bidding'·,not be required" 

in connection with the ~ssuance of the proposed: Mortgage.Notes,.'· ... ' 

The reason i:Evans believes the request to' d'ispense w1theompet1:tfve, . 

bidding is reasonable is that the "interest rate:, of .' the: proposed' 

borrowing is so clearly below the preva!ling:market:raeesfor' 

similar borrowings that there is no possib111tythat competitive 

bidding will result in a lower interest rate. In addition,. Evans' 

management has inquired. of several sources of potential 'l~n'funds 
" 

. ':,., 
and, has determined' that. there are no fUnds, ava11able':f~r lend;fng:. at.~ 

, .," 

or near the composite rate 'of-the proposed Mortga.ge·Not:~s." .' 
.- ,', . 

"~"~ 
'.,. ' ' .. 

,.,' 

. 'r , 

,';0, ,'" 

-5-



." 

• 

• 

"', 

A.60924. RR/T.C/ARM/WPSC 

. ", 

; The Commiss.ion '8 Revenue Requirements"Div1s10n: and' the' ' .. 

Communications Division have reviewed ,the- application and the " 

utility's proposed c:onstru.ct1onprogra.m~ 
, " ;'. 

that the proposedf1nancin& is 'necessary~o' imp'leme~'t"Evanst 

proposed construction program; however" the Div1sions reserve· the 

right to recons.ider the reasonableness of any construeti'on, expendl-: .' 

tures in future rate proceedings. 

Findings of Fact 

, • Evans, a California corporation, operates as a telephone'., 

utility subject to the jurisdiction 'of th1s'·'Comm.{ss·ion .. 

2.. Evans has need for external funds' for .the~.purp08es;set 

forth in the' application. " \. 

3'. '!he execution of the proposed· Loan ·COntract,·Ag.~eement~ ", 
, "', '. .. ' .. 

and the Mortgage Notes would; not be ~dver8~to'thepub.11c.1.ntere8t •. ' 

4~ The issuance of the proposedMortga8e:Note8is~,for 'proper 

purposes. " 

5 •. :Tb.e issuance aud sale oftheproposed.·Mortgage'Notes ,,' 

should" not be required' to,' be· through competitive b,idding-:;. 
< , • 

6. The execution of & supplemental mortgage or mortgages and 

other security agreements as 1s required by theLo~·Contract:·would· 

not be adverse to' the public interest.: 

7. The 1:Oney, property or" labor to be procured or paid for ", 

by the proposed Mortgage Notes i8' reasonably 'requ1,red for the '. " . 

purposes specified in the application • 

-6- .' 
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8 •. There is, no known opposition, and there is no' reason to .. 

delay granting the author1tyrequested,." ' 

Conclusions of Law 

1. A public hearing is not' necessary:. 

, .. ! ,. , 

2. The application should:: be grantedto:the' extent' setfortb:' , 

in the order which follows.' 

The following order 'should'be effect'1ve'on the"date of; . 

signature to enable Evans to!s8ue deb,t'~ec~rItles exped:Itl0u81y~' 

ORDER 

IT IS ORDERED that: 

1. Evans Telephone. Company,.. (Evans) on' or, after the' 

effective date of th1sorder and on or'· before'Jun~ 30,,'1982may~ " 

for the purposes set forth in the application, enter."·!ntoa 

Telephone Loan Contract with the 'On-1tedStateso('Amer:(ea',act:l~g 

tb:oughthe Rural Electrlfica.t1on, Administration' (REA) and with .' 
, I' ". " ' 

Rural Telephone Bank (Tei~phoneBank),underadoeument wh1~h:8hall 

be in substantIally the same form, asset forth, in Exhibit:- A 

attached to the application. 
i: 

Evans may, in conJunction with 'entering 'into,the~ele:':" 

phone toan Contract, further enter into a Mortgage 'and,'Securfty: 

Agreement with the ·REA.~d the Tel~hone Bank, under a'do~e~t'",' 
. . . , 

which shall be in substantially the same form" as, set fo~th;1:n'" 
. 'r,: 

Exhibit B. attached to the ,application:. 
\ , 

" , 
'" 

-,7-' , ' 
"' "".' 

',' . 
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3.: Evans may. for the purposes s.pecified. in the ~:app11eation'J: 
, I, ,. 

issue Mortgage Notes' in the aggregate principal amount;· , of' Up" to­

$>,112,000 in substantially the same forms as set' forth· in Exh1b-its 

C, D, and: E attached to the application. 
. . . 

. . '"'. ,,' , 

4. Evans. may exeeuteand. deliver 'supplem~nt'al mortgages.' and' 

other security instruments as.are ·requ1redb:r the ,terms of. :tb.e· 

Telephone Loan Contract~ 
J: . 

5. The proposed . loan is exempt from the Commi,'ss:toll "s 

competitive bidding rule set forth, iu Dee:ts.ion3861:4~:: d'~t'ed" 

January '15, 1946 as amended in Case, 47&1". ' 

" " 

• I,' 

:.,' 

1': ., 

"' .,' 
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',' . 



... ,. ,~ 

,,", 

,-
." ., A.&0924 R2./TC/A.PJi/WPSC" 

"',',' .' 

: .:,. . 
. \'. .," 

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

" .;: 
6 •. Evans shall file the· .re:ports requ'iredby ,Genera. 1, Order' 

Series, 24. 

7. This order shall become ,effective upon paym,ent, ofth~ 

J J ", 

the retirement of $839 ~ 978 principal amount, oflong.':';term loans' 

being refunded. 

Dated _N_O~_t _' _3 _19_81_, _' _ at' San Franclseo:', . ~l.ifornia.,' 
, ... ,.,,1 i ,'" 

. "" 

'. 

'. 
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