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LUER B

Decision. 93670

BEFORE THE PUBLIC UTILITIESVCOMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )
of EVANS TELEPHONE COMPANY for an ) -
Order authborizing it to issue notes) .
in an aggregate amount not exceed-:) : Appllcation 60924

ing $5,112,000 and to execute a ) (Filed September 23, 1981)
related agreement and original and )

supplemental security instruments. g‘
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Evans Telephone Company (Evans) requests authority.‘under“_'H'

Public .Utilities (PU) Code Sections. 817 and 818 ‘or the following.‘lh“

1. To enter into a Telephone Loan Contract (Loen
Contract) with the Rural Electrification-
Admi ?stration (REA) and the Rural Telephone '

(Telephone Bank),

To enter into a Mortgage and Security Agree—
ment (Agreement) with the REA and the Tele-'
phone Bank ‘

To iaaue to/the REA and the Telephone Bank
Moxtgage Notes in the a %%regate principel
amount of up to $5,112, |

To execute and deliver one or more
supplenental mortgages and other security
instruments as may be required in the future
by the terns of the Loan Contract. '

1/ The Rural Telephone Bank is an agency of the United Stetes of o
America and is subject to the 3uperv£eion -and direction of
the Secretary of Agriculture. The bank's feneral purpose is
to provide assured and viable sources of’ £ nancing to supple-
ment the telephone loan program administered by the REAl =
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Notice of the filing of the application appeared on the _ft

Commission's Daily Calendar of September 25; 1981., No proteats
have been received. B ' SRR 1

Evans, a California corporation,.operates as a telephone
utility under the juriadiction of this Commission.. Evans engages
in the busineaa of providing telephone aervice in a portion of e
Stanislaus County. " “ “ R : -

For the calendar year 1980 Evans reported it generated
total operating revenues of $1,510, 200 and net income of $138 841
shown' as part of Exhibit F attached to the application.--

Also ahown as. part of Exhibit F‘is Evans Balance Sheet
as of December 31, 1980 which ia aummarized below-?_

Net Telcphone Plant L $2 514 754?1Q-d

Current Assets .. - 387,049 - - .

Deferred Charges. = . 64,786 oo L

Other Aaagggai‘l: I ’222:939i;:f:a.“

Liabilities and Common Equitxi l‘»”"”ff” |

Stockholder's Equity S #1628 42954 ,

Long-Term Debt - g 1,054,047

Current Liabilities - o 437,301

Deferred Credits . r S 69,751
‘ ~Total . 3T »328 ¢

Evans is experiencing the need to upgrade ita telephone
plant to meet the increaaing demands being placed on’ its preacnt
service. These demands. result in the need to make required

improvementa and replacementa of portions of the telephone plantc,“f
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The company will require an estimated $S 112 000 or more - to pay for
modifications replacements. and additiona to plant facilities. and
for refinancing of its existing debt in. connection with its new~ |
borrowings. A summary of the approximate anticipated allocation of
these funds is as follows.' | ‘_ BEERNEE | J”'h"” '

Central Office Equipment : . $ 795 600u\,_
Outside Plant & Station Equipment 1,772,000:
Right-of-Way PrOcurement o : 20,000
Removal Costs : : : 225,000
Land ' : S . 64000:
Buildings ' S - 65,000 .
| Eineerin - 450,000
Vehicles and Work Equipment ' 105,000~
Acquisition of Headquarters - ' )

Central Office Building and Sales L

and Service Facility 358,000
Class B Stock - Telephone Bank 153,000 -
Debt Retirement with Loan Funds 1, 160,978
Debt Retirement with Company Funds ‘ 34, 000?
Contingencies & Allocable Costs n

above Categories

SUBTOTAL

Less Application of Company Funds

to Retire Debt _

TOTAL

(Red Figure) |
Evans states it is unable to finance its 1arge construc-‘f
tion program from its current earninga or ' resources and has, there—
fore, negotiated a Loan Contract with the United States Government
acting through REA and the Telephone Bank to- provide for 1ong-term
borrowing in an amount’ up‘to $S 112 000. The form of the Loan |

Contract is attached to the application as Exhibit A.‘ The Loan




- A.60924 RR/TC/ARM/WPSC - -

Contract will be aecured by a Mbrtgage and Security Agreement Of .

substantially all of Evans’ property to the REA~and the Telephoneiu”

Bank. The form of Mortgage and Security Agreement ia attached toatg”‘t'”

the application as Exhibit B. ) o
Under the terms of the Loan Contract. money will be

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

Moxrtgage Notes in aubstantially the form: attached to the

application as Exhibits C, D, and E. The Mortgage Notes In the

amount of $5,112,000 to be glven to the REA.and the Telephone Bank‘da'”;

by the utility will bear interest at a composite rate of approxi--
mately 8.9% per annum and are repayable in.quarterly installmenta
over a period of 35 years. From time to time Evana will be
required under the terms of the Loan Contract to~execute a '_
supplemental mortgage or mortgagea and other aecurity inatruments“
in favor of its secured lenders. | | | ‘_‘ )

Under the Loan Contract Evans will also~be required to
purchase $153, 000 of Class B'atock of the Telephone Bank.

Evans has previously made long-term borrowings from
Stromberg-Carlson Corporation and . Nationwide Life Insurance

Company, under authority granted by the Commiaaion., Theae~borrow-"

ings are presently outstanding_and are secured by a mortgage on thef:f*{ﬁ~
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assets of Evans. These previously authorized long-term 1oans c
totaled $839,978 as of December 31, 1980 which balance is composeds
of notes of $96,228 to Stromberngarlson Corporation and $743 750
to Nationwide Life Insurance Company. - '

These loans must be refinanced by the proposed loan-'

before the REA will authorize the proposed loan because the U S. _i"‘

Government will not take second mortgages.' In.addition, the loan
proceeds will be used together ‘with 334 000 of company funds, to ‘ |
repay other company debt consisting of outstanding short—term notes.-fi
in the amount of $355,000. | o ;
Evans requests that competitive bidding not. be required
in comnection with the issuance of the proposed MOrtgage Notes.;.-fr“
The reason Evans believes the request to dispense with.competitiveAv
bidding is reasonable is that the interest rate of " the proposed
borrowing is so clearly below the prevailing market rates for b
similar borrowings that there is no possibility that competitive
bidding will result in a lower interest rate. In addition. Evans’

management has inquired of several sources of potential 1oan funds o

and has determined that there are no funds available for lending_atg;“d

Or near the composite rate of the proposed Mortgage Notes.
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The'Commission s Revenue Requirements Division and the
Communications Division: have reviewed the application and the
utility’s proposed construction program.‘ The Divisiona conclude
that the proposed financing is necessaryvto implement Evens
proposed comnstruction program, however. the Divisions reserve the
right to reconsider the reasonablenesa of any construetion expendi--
tures in future rate proceedings.-- '

Findings of Facet

1. Evans, a California corporation operates as a telephone 1Wﬂffff7“
utility subject to the jurisdiction of this Commisaion. ) _
2. Evans has need for external funds for the~purpoaes set

forth in the application.‘

3. The execution of the proposed Loan Contract Agreement |
and the Mortgage Notes would not be adverse‘to the public interest.:‘l‘ .
4. The issuance of the proposed‘Mortgage Notes is for proper

purposes.

5. The issuance end aale of the proposed Mortgage Notes
-gshould not be required to be through competitive biddingi‘

6. The execution of a supplemental mortgage or mortgeges and |
other security agreements as is required by the'Loan Contract would
not be adverse to the public interest.:

7. The money, property or labor to be procured or paid for
by the proposed Mortgage Notes is reasonebly required for the
purposes specified {n the application.
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8.. There is no known opposition and there ia no reason to
delay granting the suthority requested.‘- '

Conclusiona.of Law

1. A public hearing ia not necessary.v_ins

2. The application should be-granted to the extent set forth”e]_vw“

in the order which followa.'

The following,order should be effective on the date of

signature to’ enable Evana to isaue debt aecurities expeditiously. N\'

IT IS ORDERED that; | o

1. Evans Telephone Company, (Evans) on or after the \
effective date of this order and on or before June 30. 1982 may,_¢
for the purposes set forth in the application, enter into a
Telephone Loan Contract with the: United States of’America acting
through the Rural Electrification Administration (REA) and with
‘Rural Telephone Bank (Telephone Bank) under a document which shall '
be inp substantially the same form as set. forth innExhibit A. ”
attached to the application. : ' " ':t

2. Evana may, in conjunction with entering,into the Telel-
pbone Loan Contract. further -enter into a Mortgage and Security"
Agreement with the REA.and the Telephone Banl, under a document
which shall be in aubatantially the same form aa set forth in
Exhibit B attached to the: application. | '
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3.: Evans’ may, for the purposes specified in the application. 5(”'
issue Moxrtgage Notes in the aggregate principal amount of up-to- “H“
$5,112,000 in substantially-the same forms as set forth in Exhibits
C, D, and E attached totthe application.-" B | |

4. Evans may: execute and deliver supplemental mortgages and
other security instruments as are required by the terms of the
Telephone Loan Contract. ] | : d‘ _ _.'”‘

5. The proposed loan is exempt frOm the Conmission s
competitive bidding rule set forth in Decision 38614 dated
January‘15 1946 as amended in Case 4761 e
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6. . Evans shall file th¢ :epO::Sféqﬂife¢ by Gép@fQ;QQé&éé&ni; :.:m
7. This order shall become effective upon payment of che |
$5,273 fee set by PU Code: Sectxon~1904(b) after taking credxt for

the retirement of $839, 978 princzpal amounc of long-term loans
being refunded. ' '

 Dated NOV‘v31981_'
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