A46785 MON : '

ORICIMAL

Decision No. 67670

EEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the matter of the Application

of Gilroy Telephone Company, a

California corporation, for an Application No. 46785
order authorizing it to borrow Fled July 8, 1964
$500,000 from Pacific Muatual S

Life Insurance Company.:

QRPINION

Tnis is an application for an order of the Cormission
authorizing Gilroy Telephone Company to execute a supplemental
trust indenture and a loan agreement and to issue a promissory

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

Applicant 1s a California corporation engaged as a
public utility in the dusiness of providing telephone service
in and about the City of Gilroy, Santa Clara County. At the
end of 1963, 1t reported 5,010 telephones in service. Financlal
' statements, attached to the application, &lsclose operating reve-
‘nues of $674,166 and net income of $37,072 for the twelve-month
‘period ended May 31, 1964. The company's May 32. 1964 bélénce
she"'et indlcates that of assets totaling $1,988,754, an é.ﬁ;dun‘c of
$1;852,839'represented depreclated investment in %telephone plant
and that total assets were offset Primarily Dby capitaiization
composed as follows: | N
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Per
Amount Cent

Common stock and surplus $ 816,275 Lug
Long=-term debt 691,000 37
Short-term bank loans 350,000 19

Total $1.857,275 _J.EQ%H
The company reports that at various times it has

issued short-term notes in févor of Bank of America National
Trust and Savings Assoclation 41n order to finance and refinance
the cost of piant additions and that sald notes axmmnzing to
$350,000 include a $275,000 loan previously aunthorized by the
Comnlssion. It estimates that an additionzl $150,000 will be
needed to complete the 1964 construction Program as geherally
described in BExhibit B aﬁnexed ©o the application. The utility
Seeks authority to borrow $500,000 from Pacific Mabual Life
Insurance Ccmpany'for the purpose of refunding said short-térm

notes and financing the cost of Its remaining construction
requirements in 1964,

The contemplated borrowing will be evidenced by a

promlssory note, or notes, aggrégating.$soo,ooo, matuxing on

June 1, 1989, and requiring repayment of principal in anmual
Installments equivalent $0 two per cent of the 6riginal principal
amount of each note issued. Interest at the rate of 5% per“annum‘
will be payable seml-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 Trust
Indenture. In addition to providing for opvional prepayment

privileges, the loan will be subject to the five-yezr restricted
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redemption provision frequently utilized. It appears that
applicant's common stock equilty will donstitute about U41% of

total eapitalization after 1ssuance'of the new notes.

The Commission has'conﬁidered this matter and £inds
that: (1) the proposed note issues are for Proper purposes;
(2) applzcant will be required to pay a lower interest rate than
1t would in the absence of a restfiction in the optiornal prepayment
provision; (3) the money, vroperty or labor to be procured or pald
for by the issue of the notes herein authorized is reaéonably bl
quired for the purposes specified herein; and (&) such purppses'
are not, in whole or in part, reasonadbly chargeable to operating
expenses or to iﬁéome. On the vasis of thesze f£indings, we con-

clude that the application should be granted. A pudblic hearing

18 not necessary.

The authorization herein given 1s for the purpose of
this proceeding only, and 1s'not to be c¢construed as indicative
of amounts to be Included in proceedings for the determinatioﬁ

of Just and reasonable rates.

IT IS ORDERED that:

1. Gllroy Telepnone Company, for the purposes specified

in this proceeding, may execute a loan agreement and a Third
Supplemental Trust Indenture, and may issue its promissory note,

or notes, in the aggregate principal amount of not to exceed
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$500,000, which documents shall be in the same form, or in sub-
stantially the same form, as those attached to the application.

2. Gllroy Telephone Company shall file with the
Commission a report, or reports, as required by'ngeral Order
No. 24~B, which order, insofar a3 applicable, 1s heredby made
a part of this oxrder.

3. Thls order shall become effective when GLlxoy

Telephone Company has paid the fee'prescfibeq by Section 1904 (b)
of the Public Utilities Code, walch fee 13 3225.

Dated at San Francisco » California, this

4/24. day of August, 1964.

_ Commigsioners
Commiscioner William M. Bezmett, being.
nocessarily absent, did not participate
-4m the dizpositicn of this procoodin.g.‘.-

PUBU" ""’L.IT:ES CONAMSS.CH!
| _STATT OF CALTHORNIA




