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Decision NO"4L~srz 

BEFORE THE PUBLIC UTILITIES' COl'l.MI~SION OF THE STATE OF CALI~OF.NIA 

In the ~1atter of the Applic~,tion of 

THE VOLCANO TELEPHONE COMPANY 

to ;,orro'W' money a..",d issue 1 ts notes 
therefor and to issue sto~k .. 

-----~~~------------

) 
· · ) 
· · ) 
· 

Q.1:.1NIQ[ 

Application 
No. :34l99 

The Volcano Telephone Company, applicant in this proceed

ing, is a California corporation engaged in opera.ting a telephone 

system in portions of' Amador and Calaveras counties. At this time it 

seeks authorization to enter into a lo~ agreement wi~~ Stromberg

Carlson Company, to issue notes in the aggregate principal amount of 

$60,000, and to execute a mortgage and" in addition, to issue a,t par, 

440 shares of common stock, of the par value or $25 each ano of the 

aggregate par value of $11,000, all for the purp.oze of' p~Ying indebt-

edness 2nd of financing the cost of improvements. 

The telephone system formerly' was o",'ned by The TJestern 

Telephone Coc.pany. In 1951 that corporation sold 1 t to Jamer; W. vTelch 

and T. P. Houck, 'Who conducted the operation~ until 1952 'When T. P. 

Houck transferred his interest to James W. Welch 'Who thereafter caused 

the organization of The Volcano Telephone Comp~nY', a corporation., to 

take over the propertie~ and to continue the oper~tions. At th~ close 

.. ..::.. of 1952 all the ou.tstanding stock (1,57:3 shares) W::lS reported held by 

Jmn.es ~T. Welch. 

F'i..nanclal reports filed 'With the Commiszion by the several' 

owners during 'che last five years· show the number 0 f stations and the 
/ 

investment in plzmt as of December 31, :md the operating revenues for 

the" years 1948 to 1952~ inclusive, as follows: 
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Pl~t Opcr~.ting 
Stations Accoy.nts ...Bevenue~ 

1948 129 $.30? 611 $20?052· 
1949 150 3.3?865 16?909 
1950 175 42,814 24,803 
1951 271 55,003 32,884 
1952 286 63,128 34,816· 

Applicant Dnd its pred.ecessors have 0 pcro. ted a magneto 

s~tchOoard at Volc~o and recently have installed a dial board at 

West Point. Applic:mt noW' is undertaking to convert the re:n<linder of 

its opcr~tions to dial and is undertaking to purch~S0 and instcll a 

dial s"Wi tchboard at Pine Grove. At the conclusion 01>1 ts program 1 t 

·411 a'ocndon the rn.agneto 'boO-rd at .Volcano . and will conduct 1 ts excha':ge 

operations through the dial exchongcs c.t Pine Grove a.~d West POint? 

with The Pacific Telephone ond Telegraph Company at J~ckson do~g the 

operating or its toll line. 

Xo install the Pine Grove L~provements, according to the 
. 

prc~ent application, ~ll cell for the expenditure of $50,000 for the 
. 

folloW"lng purposes: 

XY dial swl tchboard 
Tel cphones and dials 
Materials and supplies 
Lobor 
"!).·,fldi ,Q1,4"I. ng 
Carrier equipment 

Xota1 

$11,000 
7,000 

22,000 
5,000 
2,000 
3,000 

~O!OOO 

In add! tion to these expenditures, epplicant has need for 

i'u.'"ldc to po.y presently outstanding indeotedness conSisting of notes 

i..", the principal SIl0U.",t of $12,,000 'Which Wer0 izsued to The ~reste:m. 

Telephone Company, Jmnes W. 'V!e1ch nnd H.arry G. Smith to pay for 

propcrti~~" to finance the cost of additions and betterments" :md to 

provlde (! part of the cost of switchboard equipment at the West 

Point sta.tion. It appears thnt the total cozt of the new facilities 

at West Point amounts to approximately $10,790, and that ",pplicant 

-2 



A • .34199 MJ.'1'W e 

has nceo. for an o.dditionru. $9,,000 :It this time to complete the po.y

ment .. 

To obtain the several SUI:lS needed, applict."lt propos~s to 

issue notes and shares of stock as follows: 

Not~s -
To fin.oncc Pine Grove improvcm.ent: 
To refund indebtedness 

Tot~ 

Stock -
To pay two dcm'-1nd notes 
To cO!'ll~lcte payment of West Point 

i!:1provements 
Total 

.' " 

$50,,600 
10,000 

$60,000 

$ 2;-909 

...9,000 
, $ll,OOQ 

The o.pplication shows that the shares of stock "Will be 
sold to Ja.':les W. WelCh 'and Hurry G. S!ni th, ~d applicant ,bas. made 

'" I. I • 

arrangements to issue the $60,000 of notes to Stromberg-Carlson 

Company. Under the a.rr~gements mc.de, applicant 'Will issue interim 

notes from t1::l.e 'to time which 'Will bear interest at the, r.ate of 5% 

per cmnum .md which 'Will be ccmceled md. replaced Within 60 deys 

after 'the installation or cut-over of the em tr.:D. office equi~ment at 

pille Grove :by the execution of a finru. note, p.:lyablo in 240 consecu

tive morithlya,nd substzntially equal installmmts With interest at 

the 'rate of 5-1/4% per annu.'i'll., The paj'Illent of the final note 'Will be' 

secured by ~ mortg~ge on applic:mt t s properties. Applic~t haz filed 

wi th the application Co copy of its loan agreement 'With Strornbere

Carlson Company under which the moneys Will be advanced, together 

vi th copies of the forms of' the proposed notes :md. of the m~,rtgage. 

On April 17, 1953, it filed revised copies 0 f the mortgage and 

a.."nendments to, the lo:m. agreement. 

Upon reviewing this matter we are of the opinion that 

applicant's requests should be eranted. 
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The Commission haVing considered the above entitled matter, 

ond being of the op1niorJ that a public hearing is n9t necess~ry, 'Chat 

tne application should be gr~tcd, as herein provided" that the 

mcney, property or labor to 'be procured or paid for by the issue of 

'the notes and sh..ares of stock her-ein ~uthor1zed. is reasono.'bly required 

by ~pplicznt for the pu~oses specii1ed herein, on~ th~t such pur

poses are not, in whole or in part, reasonably Chargeable to oper~ting 

exp(;!l.ses or to income; therefore, 

IT IS HEREBY ORDERED 2.5 follows: 

1. The Vol:C1%lo Telephone Company me.y execute and enter 

into a loon agreement With Stromberg-Carlson Company and may execute 

~. mortgage, in, or subst~t1allY in. the same f'Ol'm as the loan agree

!!lent and th-e mortgage tiled in this p:roceecl1ng CLS Exhibit A :md 

E»libit B, respectively, as reVised and amended, and may issue interim 

n~tes pursuant to the tel'Il'lS' of sa1d agreement and for the purposes 

set forth therein til the :l~gregate f.IlIlount of not exceeding $60,000 at 

anyone time outstanding. 

2. 1'he Volc<:rlo telephone Company may issue :i. ts final note 

az set forth in said -agreement in the principal ~'llount of not exceed

ing $60,,000 in replacement or paym.~~ .. of int.erim note::: of like runount .. 

3. 'the VolcDno Telephone Company may issue not exceeding 

440 shares of its capital stock, at not less than par, for cash, ond 

use the proceed:; to pay indebtedness and to finance the cost of 

addi tio.ns ~d irnprovem.en ts to i ts propert~,es .. 

4. 'Wi thin 30 days after execution of the mortga,ge under 

the nu'thorizo.tion h¢r~in gronted, a.pplic~m:G shall file two copies of 
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"-1 

the SaInE; with the Commi.::;s1on. 

• \. "',' ~. ,'~ .• Io-,. : ' ' 

5. ApplicMlt shall tile With the Commission monthly reports 

as required by Gcner.::.l. Order No., ,24~A,,\, which,.order" insofar as ilpp11-
" " .. .' .' '" '. " ' 

c;:).ble, is :nade ,a :par:.t: ot .. th1s-:.order, •. , 

, . 
6. The nuthority herein granted will become ef!ective ~hen 

applicant has paid. the tce prescri bed by Section 1904(b) of the Pu1?~1c 

Utilities Code.. . " • ~'f • .. 

'j:4; 
If- a~y of 

i 
Dated at San Francisco, California" this 

May" 1953. 

. ... -~ 

• I • i I '< 
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