
Decision No. 48274 

BEFOFlE THE PuBtIC UTILITIES COMMISSION OF THE STATE OF CALlFOPNIA 

In the Matter of the Application 
of SAN JOAQUIN TELEPHONE COMPANY, 
a California Corpor~tion, for 
au~~ority to issue a note or notes 
in the amount o·r $45,625.00. 
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In the Matter of the Application : 
of SA.1ii JOAQUIN TELEPHONE COHPA!~Y, ) 
a California corporation, tor .. 
authority to issue and sell ) 
securities.. : 
~-~-~~--~-----~-~~~) 

Application 
No. 33964 

Application 
No. 3396; 

T?l bot Kend;,,11, B~ginald h Xeugh~.m. ;mOo ~ 
Q.:. Lyons, for applica."lt; ~!:.. Donov'2n, 
for the Commission's st~f! .. 

o PIN ION _ ..... - ... - .... -

In these proceedings, filee on December 19, 1952, the 

Commission is ~sked to mike its orders ~uthoriztng S~n Jo~c.uin Tele­

phone Company to issue .:\ note or notes in the princip~l amount of 

$45,625 and to issue ~d sell, at po.r for cash, 6',;00 shares of its 

Original Prior Preferred Stock, $20 Po.r V~lue, 7% Series B, of the 

aggreg~te par vclue of $130,000, for the purpose of' pAying indebted­

ness :""ld of financing th,e cost of ::Ldd.i tions and improven.er..ts to 1 ts . 
telephone pl~ts and properti~s. The ~~~res of preferred stock ~re 

noncumulctive and are redeem~ble ~t the option of tho company ~t 

$20 ec.ch.. 

A public hearing on the two 3pplic~tions was held in SarA. 

FrZ'.I'J.cisco be!'ore Comm.1::;::;ioner Hi tchel1 and Examiner Colem~n on 

January 2o, 1953, at ~hiCh time they were consolidated for the pcr­

poze 0 f tclting eVidence end for decision. The CommiSSion has re­

ceiv~d no protests in either matter. 
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Son JO.!l.qu1n Telephone CompMY is engaged as a public 

utility in giving telephone service in ~d about the cities of M~tecn 

a.'rld Ripon, in Sa."'l Joaquin County .. · .. From inl'omation filed in these 

proceedings, the i'ollo'Wing stat ern. en t has been prep.t'.red sho'Wing 1 ts 

investment in its assets and its li~bilities und net worth as of 

December 31, 1952: 

A$$~ts 

Investments -
Telephone plant in service 
Telephone plant under construction 

Less: depreciation reserve 
Balance 

Current assets -
Ccsh 
Accounts receivable 
Due from common stockholders 
Materials ~d supplies 
Prepaymmts 

Total current assets 
Deferred debits 

Li~biliti£$ ?pd Net Worth 

Long-term debt 
Current liabilities -

Accounts p~yablc 
Advonce billings 
Other current liabilities 
Tot~ current liabilities 

Total liabilities 
Contributions to telephone plant 
Preferred stock--7% noncumulative 
Net worth -

Com:non stock 
Surplus 

Tot:ll net 'Worth 

'I'otcl. 

$444,857.76 
9,7~.70 

454,5.4~· 
56,217.83 

43,:376 .. 35 
30,3SS.0.3 
13,684.57 
.34,752.37 

2, 551.4~ 

$ 96,344.50 
8, 76.3.7l 

11,.3;2.12 . 

100,000.00 
19.86,; . .92 

$397,670.63 .. 

124,,72.3 .. 24 
4,005.94 

$~26, ~9. 81, 

$146,,562.50 

1i-6.,.MO .3.2-
2 J,,002.83 
23,530.99 

120,000.00 

119,865.99 

i 5?6&:229 .81 

Applicant reports that :t t is indebted to !he PaCific tele­

phone ~d Telegr~ph Comp~"'lY in ~~e zmount of $44,787.67 on account of 

intcrcomp~y toll settlements ~d to Kellogg S~tchbo~rd nnd Supply 

Com:p.my in the ().Dlount of $26,498.29 for materi::W.s ~d supplies, and 

th.::.t i t de~res to issue th~ note or notos referred to· in these 
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proceedingz for the purpose of li.quidating c. portion of these i tens of 

indebtcd.,"'l.es:j. The proposed note or notes will be issued to The 

Stockton Savings ond Loan Bonk in the principal amount of $45,625 ruld 

will 'be payo.ble in :nonthly installmE:nts of' $100 with i.,.."tercst ~t the 

r~~te of 6% per ~um. The pay:uent of the note or notes will be sc­

cured by the chattel mortgage presently outstcnding ~z security for 

the long-te~ debt of $146,562.50 show.n in the preceding balance sheet. 

Applic~nt reports th~t it is faced with the necessity of 

.:::lcY.ing further c~,pi to.l expenditures during 195~ in t..'"l.e ~gg:eg".te 

amount or $182,200 to extend ~d improve its r~ci1itics. Th~ est1-

m~ted expenditures, together with the estimated completion d~tes, c.rc 

ShOVln in its Exhi "oi t 3 as .follows: 

Description 
WEST EIPON RURAL AREA 

RebUild, extencl ann supplement cable and 
open wire 1'o.ci1i ties from the centro.l 
office to the ru.r~ ~rea west :ne south 

Est1m::. ted 
Completion 

Dnte 

of the .Ci ty or Ripon 4/30/53 
SOUTH UNION BOA~ 

Rebuild, extend tnd su:pplemcn t cc.ble and 
open wire f~cili ties on Union Ro~.d be-
tween "t;. YO!;erni te ~"ld the Biver 9/ 1/53 

SOUTH M/~TECA FOAD 
Supplement outside plant f.'lci1it1os on 
South Ma~teca Road from Wooeward Ave. to 
the River 10/15/53 

!-1AIN ALLEY, Iv1ANTECA 
Rebuild ond supplern.ent cable !~.C11:i. ties 
in the main "lley East of the centro.l 
office to Grant Ave. To relieve ~stern 
seetion of :M~teco. on(l provide rural 
i'c.cili tics for Northeastern are~ of the 
M~.."teca ExCh~ge 11/15/53 

Bi11~~g and accounting machines 6/30/53 

Conversion of Ripon office to un-
att~ded dial operation 4/ 4/53 

Station equipment ~d its inst~lation Throughout 
the year 

Other misccl1.:mc-'Ous acldi tions fT 

Estimated gross plant additions - 1953 
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Estimated 
Gross 

. AC':dition 

$ 27,900.00 

11,900.00 

9,600.00 

11,300.00 

7,500.00 

84,000.00 

20,000.00 
10,000.,9Q 

ll82 ,2QO.pO 



·e 

The Commission recently has reviewed applicant's operations 

and by Decision No. 48l47~ datec January l3, 1953, authorized in­

creases in rates designee to produce operat1ng revenues of approxi­

mately $276>000 in 195~, being an estimated increase of approximately 

$22,000 5~ ~ua1 opcr~ting revenues. In its decision the Commission 

co:::mnentec. on applicantTs held oreers .md <.lirected it to est~'blish 

service, on or before December ~l, 1953~ to ~l appliC::il"l.ts of record 

on December ;l~ 1950, ~e to so arrange its pl~ts and construction 

program as to serve all appl~.cants for service on a current 'b~sis 'by 

June 30, 1954. From the record in the present proceeding it appears 

that ~pp11cant is undertaking to lneet the requ1'remcnts of the Com­

mission T s order :me. to set up its construction programs to meet the 

prescribed time limits. 

The testir.lony taken e-t the hee-ring shows thzt app11c~t, 

to.fter investigation, has concludee that it mll be requir~d to 1 ssue 

and soIl $130,000 par value of its preferred ~took to meet in p~rt 

its $182,200 construction program, that it has on h~e appro~ately 

$24,000 obt:linee from. the sale of securi tics heretofore authorized by 
. ' J '. 

the Co:nmission, that it has on i ts ba.l~ce sheet the zum of $13,684 

rcpresen ting amounts due f:-om the holders of 1 ts common stock" .:me 
th~t its depreciation accru::J.s during 195.3 will amc~.mt to about 

$2~.1000. l~pp11c~nt presentee. testimony to th~ cff~,:t th:::t it is 

necess::try :for it to pay dividends on its shares of ,referred stock a.t 

the rate of 7% 1n or~cr to effect the $cle, th~t it is the intention 

of' ~pp1icantts officers to eispose of the offering ~:rough their own 

efforts, ond th..,t no commi~sions will be paid. 

FrO~ info:rm.ation filed in these proeeec1ings it ap?c2',rs th~t 

n.pplicent's outstoneing shares of common stock have been held 'by 

Talbot Ken.u::-.ll and Sallie Kenc<.'.ll, 'Who from time to time have investee 
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ot..'1er funds in the enterprise represented by notes snd retru.ned ea:rn­

ing~. It appears thot during th~ last three years the exch~nges at 

M:.nteca and Ripon ho.v~ been consolidotedinto one corporation, thc:.t 

the totol investment in telephone plant has ·'increased from $312)4:33.54 

at the 'begi.."'l.ning of 1950 to $454,588.46 at 'the close of 1952". tb.~t 

duri.'I'lg this sc.me perioe. the investment of the Kenoa11s hos decreaseo 

from $168".718.38 to $119,865.99; 'the decrease being ~ccounted for 

primarily through the payment of outstanding notes, and th~t out­

standing financing represented by prcferree stock an~ 'bank loans has 

increased by $266,562.50. The capital ratios or app11c~t following 

these ch~ges, as of Dece:ber :31, 1952, and as aCjusted to give effect 

to the financing proposed in the two pending proceeeings, z-re ~s 

follows: 

Long-'term debt 
Preferree stock 
Equity capital 

1'ot.c.ls 

December ~. 1952 Pro Fo~g 

34% 
44 
22 -

While the foregoing t~bulation indic~tes that as a result 

of t.."le issues about to be \lnG.ertake.."l applicM t ~ll have 0. capital 

structure with a 'substantial portion of preferr~c stock money, it, 

~ppears from, the testimony th~t applic~t ho.s not been able to tn­

cre~sc its cebt position due to its e~r.nings recore". although it esti­

m.ates thc.t with the increase in r~.tes recently gro.ntecl ~C'! with 

certz.in econOlnie::: whic~ it propo:::es to pJ.<:ce into effect in 1953, its 

net eO-rnings will be sufficient to enable it to pay the ~ivi<!ends on 

the sh~:res of preferrec. stock it now seeks to ofter. The economies 

to be effected> 8.ccorcline to t.."le testimony, consi st or 3 ref:uction in 

rent eXpense of 31,800 a year, saVings in operating costs resulting 

from the dial conversion at Fipon, and the eliminntion of maintencncc 

expenses fol1o~~g the rebuileing program outlined in Exhibit J. 
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Ordinarily we would not b~ inclined to authorize security 

issues uncler terms such a.s z.re here proposed ::nd 'With sL"'J'L1l<lr 

relationships existing with respect to ~~e components of the capita.l 

structure ~nd 'With respect to earnings. However" service to the 

public is of par:l."Uount import:mce end from our review of ~pplic~tf s 

affairs we believe it imper~tive for it to uncert~e its improvem~t 

progrom at once. \~ile the interest and d1vic!end rates associated . 
'Wi th the proposed issues :::.re high" we will authorize the issue of the 

note or notes and the shares of preferred stock, as requestec ... in 

order to give ~pplicant the opportunity to obt~n construction runes. 

At the some time, however, 'We 'Wish to point out to those 'Who intend to 

invest in any public utility stocks or 'bones that they must take' the 

risk of success in the venture ane. that t.'le Public Utilities Commis-

sion c~ot insure a..""J.y u.tili ty against lack 0 f zucccss.. The most th.:!.t 

the investor may expect from the COmmission is that the utility 'Will 

be authorized. to charge rates designed to yield a. fD-ir return on the 

money invested 1."'1 operative plant, as it is not the Commission's 

prc.cticc to fix rates measured by intere::t ane. dividends on out:::t~n<.:l­

i..""J.g securi tics. In this connection Section 828 of the Public 

Utili ties Coc1e" referring to stocks and security tr<lX'l.s;).ctions;· reads 

=.s 1'o1lo'W'5: 

"No prOvision of this part l ~~ no ~ct done or perfor.mee un~er 
or ~~ connection therevlth, shall obligate the St~te to p~y or 
gu~rantee, in any manner wh~tsoever, any stock or steck certificcte 
or other evieence of interest or o ..... ncrship, or 'bond, note, or other 
evidence of ine.ebtec".ness l authorized, issued ... or exeC"J.tcd 'UnC'~er the 
provisions of this port." 

It clearly appears that ~pplictmt shoul(l unrJ.ertoke to im­

prove its capital structure.. One methoC: to <:'0 so 'Woulf. be through the 

gradual r¢tire~ent of its shares of preferred stoc~ and in. our 

opinion applic6nt should make provision for the retirement of the 

shares of preferred stock of Series B over ~ perio~ of not exceeding 

twenty-five ye~rs following the conclusion of the construction progrmn 
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authorized. in these proceecings~ 

Applicant is placed upon notice that uneer theprov1sions 

of the Com."':lission's Genercl. Order No. 24-A it 'Will be required to 

deposit the proceeds from ~~e is~~e 'ot its note Zone sh~res ot pre­

ferred stock in ~ separate bank account ane to w1thdr~w such proceeds 

only for the purposes to be specified in this decision. 

A public he~ring ho.vi.."lg been held on the above entitled 

matters, ~d the Commission having consieerec the evi~ancc an~ being 

of the opinion thilt the ~pp11catlons shoulc be gran ted, as herein 

provided; that the money, property or labor to be procurea. o~ pZlid 

for by the issue of the note or notes and the shares of stoc1-c herein 

ou thorized is reasonably required by appllC~""lt for the purposes 

specified herein; and that such purposes arc not, in whole or in 

part, reasonc.bly ch~rgeable to operD.ting expenses or to income; th~re-
.(> ... ore, 

IT IS HEREBY ORDERED as follows: 

l~ San Joaquin Telephone Cox:.P~"lY, on ~G' o.iter the effec­

tive elate hereof and orJ. or before June .30, 195.3, may i:::zue a note or 

notes in the aggregate amount of $45,625 to The Stockton Savings ~nd 

Lo~ B~"lk for the purpose of paying outstan~ing in~ebte~ess repre­

senting funds used for the acquisition of properties ~e mate~~~s 

for the construction one l.'1lprovement of its plant an", :facilities" such. 

note or notes to be secured under applicontfs presently outst:mc.ing 

ch::.ttel mortgage ~d to be payable in monthly installments of $100 

or more, with interest ~t not exceeding 6% per ~um~ 
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2~ Son Joaquin Telephone Company, on Zona ~!ter the effec­

t1vt:: elate hereof one! on or 'before December 31, 1953, m.ay issue ::ne 

=~ll) at par for cash, not exceeding 6,500 shares of its Originel 

~ior Preferr~d StoCk, $20 P~r V~lue, 7~ Series B, an~ use the pro­

'eeed.: for the purpo~es set forth in Exhibit :3 filed at the he:lring in 

theze proceeding s. 

3. If S:m Joo.quin Telephone Compcmy issues ana ~.i:sxTibutes 

;).?ro~pectus in connection with the offering of' sm.d shzrc.s of pre­

rerreo stock) it Shall file a copy of such prospectus with the Com­

nU:ssicn as soon as available .. 

·4. San Joaquin 'I'ele,hone COmpony shcll file 'With tneCom­

mizziQn monthly reports as required by General Or~er No. 24-A, whiCh 

order, inso~ar ,as applicable, is m:lee a part of this order. 

'5 . .. The :luthor1 ty herein grsn ted to issue a note or notes 

·-..1.1l, become efrcct1 vc when applic.:ln t has paie the fee prescr1 bed 'by 

Section ,1904(~) of the. Public Uti11ties COce, wbiCh fee is forty-six 

doll~rz.. The authority to issue sh:lres of prcferrec. stock will become 

effcc'tive when ~pplic~t h~s filed 'w1:th the Commission c. certified 

copy of an 3r.lcnd.."'nent to its Articles or Incorpor:ltion pro.V'iding ror 

the retirement of the series of preferrec stock herein ~uthor1zee over 

:;!. penoe of not exceeding twenty-five ye::..rs cornmenci:ng J::1.nuary 1" 1955. 

Datec :It San Francisco~ Californic, this 

February" 1953. 

/7'-tL day.,: 


