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Decision No. 67670 

BEFORE THE PUBLIC UTJI,ITIES COMMISSION OF TEE STATE OF CALIFOP.NIA 

In the matter of the Application 
of Gilroy Telephone Company~ a 
california corporat1on~ tor· an 
order authOr1Z~ it, to borrow 
$500,,000 fromPac1fic Mutual 
Lite Insurance Company •. 

OPINION 
-~ ........... -..,. .... 

Ap~11cat1on No. 46785 
Filed July 8-, 196.4 

Tn1s is an application roran order of the Cocm1~sion 

authorizing Gilroy Telephone Company to execute a supplemental 

trust indenture and a loan agreement and to issue a prOm1~sory 

note" or noteo" in the aggregate principal amount of $500,000. 

Applicant is a california cor.porat1on engaged as a 

public utility in the business of providing telephone service 

in ana about the City ot Gilroy" Sa..'"lta Clara County.· At the 

end ot 1963, it reported 5,,010 telephones in service. Financial 

statements, attaened to the application" disclose operat1ngreve

nues of $674,,166 and net income .ot $87,072 tor the twelve-month 

. period ended May 31" 1964. The eomoanv l s May 31. 1964 'balance 
\ . 

sheet indica.tes that of assets ~otaling $1,,988,,754, an amount of 

$1,,852,,839 represented depreCiated investment in telephone plant 

and that total assets were offset primarily by capital1zat1on 

composed as follows: 
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Common stock and surplus 
Long-term debt 
Short-term bank loans 

Total 

Per 
Amount Cent 

$ . 816 .. 275 
69l ... 000 
3"0 000 2 , . 

Jl .. 851 ,27,2 

44% .' 
37 

..l.2'. 
10gg 

The company reports that at var101lS times it has 

1csued short-term notes 1n tavor or Bank ot America National 

Trust and Savings Assoc1ation in order to finance and refinance 

the cost or plant additions and that said notes a.:nounting to 

$350,000 include a $Z75~OOO loan previously authorized by the 

COmmission. It estimates that an additional $150.,000 Will be 

needed to complete the 1964 construction ~rogram as generally 

described in Exh,j;'b1t B annexed to the application. The utility 

seeks authority to borrow $500~OOO :!'rom Pac1:f'1c Mutual Lite 

Insurance Company for the purpose of refunding said. Short-term. 

notes and finanCing the cost or its remajn~ng co~truct1on . 

requirements in 1964. 

The contemplated 'borrOwing Will 'be eVidenced by a 

promissory note" or notes" aggregat1r.g $500,,000., matu...'""1ng on 

Ju."?e 1, 1989., and requiring repayment of pr1nc1pa1 in an.."lual 

installments eqUivalent to two per cent or the or1ginal pr1ncipal 

amount or each note issued. Interest at the rate or 5% per annum 

will be payable sem1-annually and the note, or notes., Will be 

secured by an eXisting mortgage as heretofore supplemented and 

as further supplemented 'by a proposed Third Supplemental ~t 

Indenture.. In addition to providing for optional prepayment 

pr1v11eges" the loan Will be subject to· the five-year' ~stric~ed 
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redemption prov1siontrequently ut1l1zed. It appears that 

applicant r s common stock equity Will constitute a'b01l"c 41% ot 

total eap1tal~zat1on after issuance ot the new,notes. 

The Comm:1ss!on has considered this matter and finds 

t~~t: (1) the proposed note issues are !or ~roper purposes; 

(2) a:9pl~cant W111 'be requ;1.red to pay a lower interest rate than 

it would 1n the absence ofa restriction in the opt1or~1 prepayment 

provision; (3) the money, property or labor to b~ ~roeured or paid 

tor by the issue ot the notes herein authorized ~s reasonably re

quired tor the purposes specified herein; and (4) suCh p~ses' 

are not~ in whole or in part , reasonably chargeable to operating 

expenses or to i.~come. On the oasis of these t1n~s~ we con

clude that the appllcat10n should be granted. A public hearing 

is not necessary. 

The authorization herein given is tor the purpose of 

this p:,oce~d1ng only .. and is not to 'be construed as 1nd1cat1ve 

or amounts to be ineluded 1n proceedings for, the determination 

of just and reasona'blerates. 

ORDER -- .... ----

IT IS ORDERED that: 

1. Gilroy Telephone Company, tor the purposes specified 

in this proceeding" may execute a loan agreement ano. a Thi!'d 

Supplemental Trust Indent1lre,., and may issue its prorn1ssory n~te~ 

or notes" 1n the aggregate principal amount or not to exceed 
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$500 1 000 I wlUeh documents shall be j.n the same form;, or :Ln 3ub

stant1ally the same tor.m, as those attached to the appl~eat~on. 

2. Gilroy '.relephone Company shall file 'With the 

Comm1ss1on a report.. or reports.. as requ:1.re<i by General Order 

No. 24-B .. which oroe%"1 insofar as appl:Lea'ble .. :La hereby made 

a part of tlUa order. 

3. T.n1s order shall become effective when Gilroy 

Telephone Company has paid the fee·prescr1bed by Sect10n 1904('O) 

of the Public Utilities Code .. which fee is $225. 

Dated at ___ .....:San~~Frs~e~d~lSC:::O:::. __ .. cal1forn1a .. ·tlUs 

_I-:.!/"';;~ ___ daY' of August" 1964. 

commissioners 
CO=1ss1on~r 1l:1111am 1l. Bennott. bo1llg 
noe~SS3r1l1 ~bsen~. ~1d not part1c 1pat 0 
1n the <!is~S1 t1cn ot this procoe41:ag •. 
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pu·BLI'" I, ... , IT''''S r('tM'~'SS'C"1 \I ",·I1:... .. to . v" .•. n.. ,10 

STA.'l'Z.~c.:~~ 
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