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Decision ,No. 50072 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE O:F CALIFORNIA 

In the Matter of the Application 
of Gilroy Telephone Comrany, a 
California corporation, for an 
Order authorizing 1 t to borrow 
$~75,000 from the Pacific Mutual 
Life Insurance Company and to 
execute a Mortgage upon all of' 
its properties to secure said 
indebtedness. 

) 
· · ) 
· · ) .. · ) · · ) 
· · -------------------

Application 
No .. 35373 

Marshall ~ Taylor,' for appliccnt. 

On April 21, 1954, Gilroy Telephone Company filed the 
above entitled application ~th the CommiSSion for authorization to 

execute a loan agreement with Pacific Mutual Life Insurance Company 

ond a deed of trust and mortgage of chattels <m.d to issue a prom-

issory note in the principal amount"" of $275,000. 

A public heD-ring was held before Examiner Coleman in San 

Fr~cisco on May 10, 1954, at whiCh t~c the matter was taken under 
.submission. 

The purpose of the proposed fin~c1ng 1s to proVide :lpp11-

cant with funds to' finance the cost, estimated at $275,000, of con-
verting its exchange to dial operations, of financing the cost of . , 
land nnd an exchange building ond of providing outside plont. The 
proposed facilities, according to the testimony, ~ll proVide service 

to D-pproximD.tely 3,000 primary tclaphones ~d will permit appliccnt 
, . 

to take about 600 additionol subscribers on its lincs. It appears 
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th.~t ~pplic~t" after calling for bids, placed an order with 

Automatic Electric Company in January of 1953 for the new central 

office equipment" with installation and conversion being expected 

by June of 1955., 

The proposed note by its terms ~11 bear interest at the 

rat~ of 5% per .annum and 'W11l be payable 1n installments of $8,,000 

each. on the first day of February of each year commencing February 1, 

1956, and continuing" unless sooner repaid in full, until Februc.ry 1, 

1973. Prepayments may be made at an initial premium of 5%" d~e­

creasing armually at the rate of one-q,uarter of 1%. The payment of 

the note 'Will be secured by.n deed of trust and mortgage of cha.ttels 

covering applicant's property. 

The record shows that the commitment for this loan was 

obtained in the early part of 1953 when prevailing interest rates 

generally we:re higher. It appears from the testimony that an 

advance promise of funds was necessary to enable applicant to place 

its order <llld to undertake the purchase of the new central office 

eq,uipment mld that., in fact, applic~t 'Would not have been in a 

1'osi tion to obligate itself for the improvements 'Without the assur-

~ce the necessary financing would be available to it When needed. 

The record indi cates that the commitment of funds was made under 

the best terms available at the time. 

It is clear that the proposed facilities Should tmprove 

the <tuolity of applicant's service ond should provide it with the 

pl~t capacity to meet the expected growth in its service area in 

the foreseeable future without substantial additional expenditures 

for plont. Under the c1:rcumstances as developed at the he~r1ng.we 

will enter an order authorizing the issue of the note. 
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The prop!jsed loan agreement and trust 1ndenture appear 

to be limited to borrowings of $275,000. While 1 t is not certa1n 

applic:mt "Will be required to engage in additional debt financing, 

for some time at least, it is our opinion that the form of the 

indenture should be modified so as to provide either for an open-end 

l'caturc or for addi tion~ borrowing's" in a reasonnble amount, with-

outthc necess1 ty of refinanc1ng the in1 t1al loan. 

A public hearing having been held on the above ~titled 

matter, and the Commission having consideree the evidence and being 

of the opinion that the application should be grcmted, as herein 

provided, that the money, property or labor to be procured or paid 

for by the issue of the note herein authorized is reasonably required 

by applicant for the puxposes specified herein, ~C that ·such pur-

poses are not, in whole or in p<lrt, reasonably chargeable to operating 

. expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Gilroy Telephone Company may issue its promissory note 

in the principal amount of not exceeding $275,000 1n the form and 

for the purposes set forth in this application. 

2. The authority herein granted ~ll become effective . 
when the Commission has authorized applicant to execute a deed of 

trust ond a mortgage of chattel s in the form fileo. in this proceed-

ing, m:>d1f'ied as indicated in the preceding opinion, and 'When 

3pplic~t has paid the fee prescribed by Section 1904(b) of the 
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Public Utilities Code, 'which fee is $275.00. 

3. ApplicM.t shnll tile with the Commission monthly 

reports as required by GEneral Order No. 24-A1 which order, insofar 

as ~pplicable1 is m~de a part of this order. 
, .~ 

Dated at San Francisco" California, this cit, '#. day of 

May, 1954. 

Commi s sioners 


