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Dccizion No. 54.168 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of Gilroy Telephone Comp2ny, a 
C~lifornia corporation, for an 
Order ~uthoriz1ng it to enter 
into ~ credit agrce~ent with and 
~orrow $100,000 from the Bank of 
America, N~ltiono.l Trust and 
Sa vmg s As~: oc i~ tior. 

o PIN ION -'--------

Application No. 38564 

This is an application for an order of the Co~ission 

authorizing Gilroy Telephone Company to enter into a credit agree­

ment w1 th the Ba.¥Jl{ of America National Trrlst and Savings Association 

and, under the terms of said agreement, to issue its note or notes 

in the aggregate ,r1ncipal amount of not exceeding :::100,000 to 

finance, in part, its const~ct10n progr~ and to reimburse its 

treasury. 

Applicant is a California corporation eng~ged in the 

business of rendering telepnone service in anc in the vicinity of 

the City of Gilroy. It had ~ gross income from tel~phone operations 

of $310,061.80 durL~g the 12 ~on~~s ended Aueust 31, 1956 and, 

during the sane period, had a net 1nco~e,'aftcr fixed chcrges, of 

$49,207.20. Its assets and lia~ilities? as shown by its August 31, 

1956 balance sheet, are in summary form as follows: 
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Assets 

Fixed assets -
Telephone plant in service 
Less: depreci~tion reserve 
Pl~~t under construction 

Total fixed assets 
Current assets -

Cash 
Receivable 
Material and supplies 

Total current assets 
Prepay.m~nts and deferred charges 

Total assets 

Liabilities 

Capital stock 
Common stock 
Premium on common stock 

Long-term debt 
Current and accrued liabilities -

Note payable 
Accounts payable 
Other current and accrued 
liabilities 
Total current and accrued 
liabilities 

Deferred credits and reserves -
Amortization reserve 
Other deferred credits 

Total deferred credits and 
reserves 

Contributions of telephone pl~t 
Surplus 

Total li~bilit1es 

$734,642.03 
95,304.33 $639,537.70 

. '··97 ,488 • 4.7 
$7;37,026.17 

:34,719.81 
27,874.92 
23.994~51 

86,589~24 
8,561~50 

i§.32,176~91 

$271,2$0.00 
e' 93.335.00 

$364,615.00 
267,000.00 

25,000 .. 00 
31,350.10 

47.235.$$ 

70~80 
22,7S3~08 

103,585.98 

22,853.88 
5,022.69 

69 t 099:;6 

$S~2,176~9l 

Included under current liabili tics in the preced1.."'l.g b3.1~ce 

sheet is a 60-dc.y note pa~.:lble in th~ amount of $25,000. This note 

was issued by apl'licant to obtain fu."'lds with whicib. to purchase real 

eztatc and to make a f1nal payment on automotic t¢ll ticketing 

eC),uipment. 
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To refin~nce the existins short-te~ indebtedness and to 

provide, in port, on ~ inter~ basis, the funds necessary to 

finance its construction program during the next three ye~rs, 

ap,lic~nt seeks authority to enter into a credit agree~ent with 

the Ba~J~ of Americ~ National Trust and Savings Association under 

the te~s of which it moy borrow, on or before July 31, 1959, up 

to $100,000. The borrowings under such credit agreement will be 

evidenced by a demo.nd promissory note or note::: dated as of the 

d~tes the loans arc m~dc ~nd ~ril1 provide for the payment of int~r­

est at the rate of 5% per ~~~um on the notes outstending. In 

addi tion, the crcdj.t agrectlcnt provides th~t applicc.nt 11ill pay to 

the bank a cCr:1I!1i tment fcc of one-he-J.! of one per cent per 3llnum 

on the unused po:tion of the loan until ~uch ti:ne e.s the entire 

amount of the J.oan sh~11 have been advanc.ed. to the company ~ 

It is applicant's purpose, at the time of the termination 

of the credit agreement, to refinance the total amount of the loans 

then o~tst~ding under the credit agreement either by a long-term 

mortgage lo~ or by the issue and sulc of co~on ~tock or preferred 

stock, whichever seems most advantcgeous to the applic~nt at that 

time. 

The ra.ethod of fL"'lancing herein proposed by applicant will 

provide it With funds at the ti."n.e needed and will eli.'1lina te the 

costs assoei~ted vith the issuance of permanent securities in 

advance of such need. 

From a review of the applic~tion, it appears that applicant 

should be authorized to enter into the proposed credit agreement 

with the Banl{ of America National Trust and Savings Assoc1ct1on 

and thct it should be authorized at this t~e to issue not exceeding 

- ;3 -



.. e 
A • .3S564 MON 

$75,000 in principal amount of its promissory notes in order to 

refL~ance its currently outstanding short-te~ indebtedness, 

totaling $25,000, ~~d to ,rovide the funds with which to purchase 

central office equip~ent costing $50,000 which is now on. order and 

due for delivery in November, 1957. The remainder of a,~lic~t's 

r0quc~t to issue an additional ~~25,000 of promissory notes~~ll not 

be authorized at this ttmc. Applicant, by sup~lement~l application, 

may re~uest authority to issue the fL~cl $25,000 increment at such 

t~e az it ~o definite need for these funds. 

o R D E R -----

The Commis~io~ ~v~g considered the above-entitled ~atter, 

and being of the opinion that a public hearing is not necessary, 

that the' application should be granted, as herein ,rovided, thnt 

the money, property or l~bor to be procured or paid for by the 

issue of the note or notes herein authorized is reasonably required 

by Gilroy lelephone Com,any for the purposes sp~'cified herein, and 

that such purposes are not, in whole or in part, reasonably charge­

able to operating expenses or to income; thercfo~e~ 

IT IS HEREBY ORDERED 0.5 follows: 

1. Gilroy Telephone Company, a corporation, may enter into 

a credit agreement with the Bank of America National Trust and 

S,~\Vings Associ,ation, said agreement to be in, or substantially in, 

the same form as th~t attached to the app1icction as Exhibit B. 

2. Gilroy Telephone Compru1Y may issue on or before 

November 30, 1957, not to exceed $75 , 000 in prinCipal ~ount of 
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demand promissory notes and may use the proceeds for the ~urpoze$ 

S€t forth in the opinion. 

;. Gilroy Telephone Comp~y sh~ll file ~ith the Co~ission 

~onthly reports as required by Gener~l O~dcr No. 24-A, which 

order, insofar ~s app11cable, is made a p~rt of thi3 order. 

4. The autho~ity herein granted will become effective 

when Gilroy Telephone Comp~ny h~s paid the fee prescribed by 

Section 1904(b) of the Public Utilities Code, ~ ... hich fee is $75. 

lL 
,California, this f/ - day 

of December, 1956. 

r9&C . ..~:=:,::, 

;t;;"r ~'. -

... . ~12~,-,,"..... ..' 
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