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FIFST SUPPLEMENTAL OPINION 

In .a first supple::n.cntal application filed in the above 

en ti tlc<i matter on December 13, 1954" San JO.;lquin Telephone Company 

secks authorization to execute .;l supplemental indenture ~end1ng 

the terms of :L ts dcb~.tures. 

A public hearing on the supplemental applicc.tion 'Was held 

before Examiner Coleman in San Fr~cisco on Jznu~ry 5" 1955" at 

'Which time the mntter was t.:::ken under suCm1ssion. 

By Decision No. 50071" dated May 25" 1954" the Commission 

:l.uthoriz€!d applicant to execute nn indenture end to issue end sell 

$500,000 in principal t!IC.ount of 6% i.."'lcome debe."'ltures due June 1" 

1974, for the purpose of refinnncing outstanding indebtedness m.d 

of providing the cost of additions to its telephone plants in and 

about M<:l..'l"Jtcc~ and Ripon. The indenture provides that the debentures 

may be redcened prior to maturity" at the option of the company, at 

the principal amount plus accrued interest. No penalty is provided 

for prcpa.ymcnt of the oblig~t1ons. 

, .. :}, , 
kf · 
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Pursuant to the ~uthoriz~tion thus granted, cpplic~t 

ho.s undcrt:lken to eispose of its debentures through its own orgcni-

zation and also to obtain money on .:l. tc."npor~ry b.:l.sis pending the 

issue of the longer tc~ securities. The testimony in the present 

proceeding shows that applicant has borrowed $120,000 from private 

ind1 Viduals on a short-term basis, that the lenders of ~.35,000 of 

such amount have expressed their willingness to accept debentur~s 

in sc.tisfaction of the amounts awing thcm., ?nd that it is the opinion 

of o.pp11c:mt's vice president, who h~s been in ch~rge of the 

debenture sales activities, ~~at a large p~rt of the romaining 

~a5,000 of 3hort-term loru'ls could 'be converted into debentures, 2nd 

o.ddi tional deb€!l'blr0s sold, provided the terms thereof be modified 

so o.s to require the payment by the comp~y, upon redemption, of a 

premium equal to one year's interest; App1ic~t therefore proposes 

to execute a supplen.ental indentur'c revising the original instrument 

so o.s to provide that upon redemption prior to June 1, 1959, it 

.... "i11 pay the full runOtL"'l t of the principal sum of each debenture 

redeemed plus the addi tiona.l sum of 6% of the principal ~ount, 

together 'With unpa1d accrued interest. V App1ic:mt is of the 

opinion that i-1i th th1s revision in the terms of the debt 1 t may be 

nble to e.ispose 0 f as much as $300; boo of debentures during this 

year. 

Applic~~t has fin~ced itself in p~rt through bank borrow-

ings ~d sclcs 0 f shares of pr~forred end co:n:n.on stock and in part-

with current 1i~bi1ities. Its financi~ position ~s of October 31, 

1954, is reflected in its balance sheet filed in this proceeding 

<lS Exhibit 1. A sU.''ilo''ll~ry of the scme is as follows. 

No premium will be paid on debentures called for ree.c.lnpt10n 
after June 1, 1959. 
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Assets 

Telephone plant, less eepre­
ciation reserve 

Current assets -
Co.sh 
Speci~l depo s1 t~ 
Working .f\mds 
Due from customers 
Other accounts xeceivable 
Mat~rials and supplies 
Prepai~ exp€nses 

Total eurrcnt assets 
Deferred eharges 

L1 29111 ties 

Funded debt 
CU,rral t 11a'b1l1 ties -

Notes pay.,a'ble 
Accounts' payable 
Cus.,tomersI: deposits 
Adv~ce b1111ngs 
Accru,ed; truces 
Other current 11:l"o111 tie:::,-, 

Total current liabili,ties 
Deferred credits 
Capital stock and surplus:­

Preferred stock 
COImIlon stock 

Totl!l 

Surplus 
Total. capital stock: and surplus 

Total 

250 000.00(' , .' 
100 ~ 000. QQ' 
..37, 87§. 7,8:.' 

$660,091 .. .39 

246~ 0.34.17. 
:zit:, 530 .. k 7 

£23Qr'~56;.() l 

341~ 2'19 .. 66 
7,985.09 

387,878.7$ 

Through the issue a.."l.d sale of debentures: applicant hopes 

to obtain. sufficient :funds'to liquidate ,past dUe accounts payable, 

roprGsenti.ng fo'r the ::nost part-amounts due for centr~ office 

cquipment,.:mci to take care ot:its 1955 CD-pital requirements .. It 

reports that 'during "the year it expects to attach. :Cree. 250 to 275 

new subscric,ers to its lines, thD-t presently it has no held orders, 

that it 'Will require no af!di tional centr:ll office equipment in the 

immediate future" r..c. that 1 ts· only p1ent requirEments in 1955 

will be for new telephones ~~d some· outside plant_ It estimates 

its total capital buc.get :Cor the year at from $40~OOO to $50~000. 
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With the issue of $300,000 of debentures, applicant's 

annual charges for interest and preferred stock dividends would 

approximate ~35, 500. Its E,...r.ibi t 1 shows that its net income 

available for payment of 1nterc~t aggregated ~.36,036. 2.3 during the 

ten month~ cnde<i October 31, 1954" figures for the Entire year not 

being o.vailab1e at the time cf the heilring. It is expected, how­

ever, th:lt the earnings posi tion 'Will be improved during 1955 

because of the increases in rates ~thor1zed by Decision No. 50820, 

dated November 30, 1954, 'Which i...'"'l.creascs were designed tc produce 

annual net revenues, after income tc:xes, of ~50, 500 'b<!soo on the 

1954 ra.te ye~r. As st~ted, it is estimated that some new sub­

scribers 'Will be added during the year ~d it is noted that along 

wi th thi s increase in volume of busines s a rel~ti vely small amount 

of co-pi tal expenditures 'Will be required .. 

Of applict'nt's capit';']' structure ns of the end of 

October of last year, 34% is repres~tQd by b~ loans, 44% by 

preferred stock ~d 22% by common stock equity. Admittedly, the 

capi tal ~tructure is out of btllance and the issue of additional 

debt capital in the for::n of debentures w:1.11 further decrease the 

position of the c~uity owner. However> infor.mation before the Co~­

mizsion shows that during the postwar period applicant was f~ced 

wi th the necessity of materially i:lproving 1 ts service and of in­

creasing its plant to take care of a substantial growth in its 

service area> and it is cle~r th~t its adverse capital structure 

was c~used by the necessity for it to obtain construction funds, 

without <ielD.Y, under 'Wh~t~ver arr~geme."lts it could make. The 

record now before us indicates> however, that applicant's eD.r.nings 
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A • .35.387, }'1.MW 

should be suff"1c1ent to enable it to meet its f1n~ci:ll req,uire-. . " .' . . . ~ 

ments. Moreover" it is of re~ord. th~t ~~ holders o~ applic~tls 

outstaneing common stock" in an endeavor to 1cprove the equity 
" . ,~ . ..' . . " . . .. -. 

pos1 tion" intend to forego c.ividcn.~s curing the next five ye~rs 

ru1d to r,etain in the business whatever earnings tight be availe.ble . . , . . 

to them. In our opinion applic~t should undert~e th~s to inc::-e~se 

the equity participation <me! in c.dd.i tion should improve its cash 

position through the collec~ion of outstanding accounts receivable. 

Under the circumstanc.cs set forth we Will enter our 0 rder . ' ' 

approving t..i.e rn.odific:.tion of applic.:nt
' 
s trust indenture so as to 

afford applicant the opportunity to proceed 'With 1 ts financing. 

FIRST SUPPLEMlNTAL 0 !IDEE 

A public hecring hcving been held on the first supple­

mental application in this proceeding" ~d the Commission hcving 

considered the evid.a."lce mld being of the opinion that applic~tTs 

r0quest should be granted; therefore~ 

IT IS HEREBY ORDEP.ED as follows: 

1. San, J,oaquin 'l'elephone. CompmlY may execute a supi'le~ 

l:lento.l inc en ture inco~orating the c?Jr.~dmQlt set forth in Exhibit 

A filed with the f,1rst supplemental applico.tion. in this procee<!-

ing. 
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2'.· This' fi.rs't supplemental op1llion .md crd'er will 'bcc~~"llc 

efi'ecti vc upon the date he:,eof'.' 

Dated' at _~;co..-....o_.J.'l._,~_~;.,..~~_c~_, '_-_'--J' Cel1forriia, this CZ£/~ay 
of J.;muary,. 11-5'5.-

Com."Ilissioners ' 

" 


