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BEFORE TEE PUBLIC UTILITI“S COWMISSION OF THE STATE’OF CALIFORN&A

In the Matter of thelApplication , .
of . : ~ ) - ’

SAN JOAQUIN TELEPHONE COMPANY, o Appllcatxon No.‘47206
2 california coxporaticn, for . leed Decembex’ 22, 1964
authoxity to issue and sell ' and Amendment:
Debentures and for authority « C Pmled January 14, 1965
to issue and scll 5,000 shares
of its. Original Prior Preferred
Stock, §6.625 D;vxdcnd Serxes B

of 1964- : ‘ .

Bacigalupi, Elkus & Sallnger, by‘charles de Y.
Elkus, Jr., for applicant; '
Robley E. George, Assistant County Counsel, San o
Joagquin County, for San Joaguin COunty~Employee
Rotircement Association, interested vartys
Neal C. Hasbrook, for California Independent
Telephone Association, interested party; .and o
R. T. Perry and Sidnev J. Webb, for the Commission
stafi. o T A

OPIN I 0 N

This is an applzcatlon for an order of the COmmxssxon iﬁ B

authorx.;ng San Joaquin Telephone Company to 1ssue and sell

$500,000 prmnczpal amount of 6% Non-Cumulat;ve Income Deben:ures,ee ‘

due June 1, 1994, and 4, 950 shares of Orxglnal Pr;or Preferred
Stock, $20 Pax Valuc, $o.625 Dzv:dend Sex;es of 1964.,.

o
!

After due'notice, 2 pub 1c hearxng ;n th*s matter wao f o

held before Examiner Donovan 1n.Manteca on.March 24, 1965, at
which time the matter was taken under submmss;on. The CQmm;ssxonf"‘

has received no protests ln-the_proceedxng.g,
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Applicant is a Cal;fornza corporat;on renoerzng publmc
viility telephone service in the C1t1es of Manteca and Rzpon,
and in certain unlncorporated areas in San Joaqu;n COunty. _‘ i‘v”’
the year ended. Decembe. 31, 1964, 1t reports total operatlng o
revenues of $1,039, 123 and 2 net 1ncome of $59 639 before paymng
cash dividends aggregatzng $17, 150 on preferred etock.y A,summary
of the compeny s reported assete.and lldbllltles at.Deccmbcr 31
1964, is as follows: . i | ‘ -

Aseets _ ‘ |

Telephone plant and equmpment less N ‘ Sy
depreciation . N . $l 524 95’
Current assets = ' o , 630,905

Deferred charges | T e 11‘520;_;L‘gfj:ﬁf.

Total sz 16‘7 378;;:«:-.‘]-

I;iaBi l.i-ties

Common stock .
Preferredfstedk'
Retained: earningS'
Cebentures: = .
Current lldbzlxtzes

vTotal

The outstandihg preferred stockfeoheiste‘ef15M§56J-e‘
shares of Ormgxnal Priox Preferred Stodk $20 Par Value, 7“
Series A and 6,300 shareu of Orzglnal Prlor Preferred Stock,
$20 par Value, 7% Serles B.‘ Applxcant pr0poses to amend xts
Articles of Incorporation so as;’ to-author;ze the rssuance of
4,950 shares of Original Prior Preferred Stock $20 Par Value.if'
$6.625 Dividend Series of 1964. Such sharestw1ll be callableey
at $115 per Share up‘to and ;nclud;ng December 31,.1969 and

thereafter at $100 per share, and the-same terms w;ll appky
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upon liquidation or dissolution of the’corporstion. Drvrdends
on the proposed shares of pre‘erred stock wcll e norcumulat;ve,

as they are on the presently outstandrng shares.

The company proposes to offer"'z- "45'0".,h3re" of its
$6.625 dividend preferred stock in exchange for rts outstand;ng
7% dividend preferred stock on the basrs of one c-ha\:re for each
five shares. In orxder to obtain funds tc redeem at $20 pcr
share any unexchanged shares of r% d;vrdend preferred srock

applicant proposes to—sell for casch at 5100 per share tAo ,
portion of the 2,450 shares of $6 625 dmvzdend preferrod stock f

not ;ssued in exchange for 7% dividend shares o£ prefcrred

stock. In addition, the company'proposes to rssae<and sell

2,500 shares of such $6.625 dxvmdend preferred stock ror cash

at $100 per share, and to use the net proceeds to~re1mburse
ts treasury for moneys erpended for the constructron,

completion, extension or rmprovement oE lts facxl;tres.“

Applxcant s outstandlng long-term.debt consrsts of
$1,200,000 principal amount of GA-Non-Cumulatrve Income
Debentures. The company proposes to sell an addmtronal o
$500,000 principal amount of its GA-Non-Cumulatrve Income |
Debenrures, due June l, 1994, at their prxnclpal amount plus

acerued interest, and © use the net proceeds to- rexmburse'

its treasuxry and to‘repay short—term loans for constrnctron.-

'.l._

The record shows thnt the . company was serv;ng 8,578va

telephones as of December 31, 1964 and that zt antlcrpates,rf

adding 800 stat;ons in 1965 and 1,000 stations durzng 1966
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During the two=year perzod ending December 31, 19o6 appl:cant
anticipates that it will reqp;re approxzmately 31, 000 OOO o
finance necessary additions to its telephone p ant because of
expected growth Details of the proposed constructlon.projects,
aggregating $1,000,000, appear 1n Exhlbzt E,‘as modzfled by
Exbibit No. L. The company est;mates that lt w111 1ncur‘$4 500
expenses in connection wzth_the_issue and sale of the proposed

securities.

According.to‘the testimony, applzcant has-noiheld

orders fo: primary service; however, the CommlSSLon - l
staff's Exhibit No. 3 shows that the company had on flle as “
of March 31, 1965, 171 unfxlled requests to upgrado resxden:xal
services. The exhlbmt shows also that San Joaquln Telephone
COmpany s exchange rates are cqual to ox lower than tnose of oFTJ‘
The Pacific Telephone and Telegraph Company s Tracy-Exchange,
which xs 2 ne;ghbor;ng exchange wzth approxxmately»the same o
number of -stations. Said exhibit 1ncludes a staff conclusmon

that the propoeed plant- add;tlons are urgently needed..

Applicant's capitalizationpratios as of?beoembei’il;
1964, and as adjuqted to give effect to the proposed lssues of
preferred stock and debentures, based on. lnformatlon submltted
in thls proceedlng. are as: follows- T

Dec. 31,
1964

Debentures S "%695%._'

pPreferred stock - 4.2
Common stock equity - 16 3

 Total | ', 10005 é
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Although the company s debt is on the high s;de and;ﬂrﬁv
the terms of its preferred stock and debenturea are unusual N
for a public utalmty operatlng under'thc jurmedlctaon<o£ thzs:'_
Commission, applzcant has demonstrated over a permod of many s
years that it has been able to carry out sxmzlar E;nancxng
programe successfully'wathout 1mpaarmng';ts abalrty to serve

the public adeqnately at just and reasonable rates or ;ts '

adbility to maintain a. favorable current posrtlon.; Moreover,‘W'

the proposed issues contemplate decreases in the debt ratLOv‘
and in the r;xed d;v;dend rate applzcable to the company s

preferred stock

The testimony shows that all of the 20,000‘ shares D

of applicant's $5 par value common‘stock.heretofore 1saued

are held by 1ts.pre3Ldent and 1ts v;ce-presldent and treasurer..-"

In addition, the annual reports on fale wmth the COmmassaon
show that since its anorporatzon in 1923 appllcant has pazd
only one cash dividend on common stock, $4,400 1n qhe year
1943 and tkat the only other: le:oend relatang to the common “_g}
stock'was a $48,250 common stock drvmdend made ;n 1951 and
accemplished by transferrmng sueh amount o the common stock
account £rom the earned surplus account. Undexr these cxr-fd_‘
cumstances it is appareat that the earnlngs applmcant real;zes
on its common shares are being relnvested mn thc company.;

of December 3_, 1964, retazned earnlngs total;ng $182;259 hadj"“

been s0 re;nvested-_
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The Commassmon has cons&dered thms matter and fmnds‘_
that: (1) the proposed prererred stock and debenture Lssucs dus'
are for proper PurPanS, (2) appl;cant s abrlzty to meet 1ts‘
public service reeponsxbmlmtles w111 not be 1mpa1red by the
proposed financing; (3) the money, property or labor to be
procured or paid for by the Lssue of the preferred sLock and |
debentures herexn authorized is reasonably‘requxred for thc
purposes. specified here;n-' and’ (4) such purposes, excep..
otherwise authorzzed for accrued Lnterest are not, 1n whole
or in part, reasonably chargeable to operatmng expenses or to
income. On the basms of these f;ndlngs we conclude tnat the

application should be granted_

The action taken hereln is for the purpose of thas d
partlcular proceed;ng only and is not to be construed as f;
indicative of amounts to be lncluded in proceedlngs for the
determination of Jjust and reasonable rates.; Moreover, such
actlon is not to be construed as an.xndrcataon tha the
Comm;ss&on does, or wmll in the’ future, recognlze a common .

stock.equmty ratio of 11 4% as adequate under the more customary‘

types of fxnancxng through publxc offerxngs of securltles subjectfh .

to this Comm;ss;on s jurlsdlctlon.‘

In order to ensure that prospectmve purchasers of
applicant's securities wall be fully'lnformed, we are of the'z
opinion that in offer;ng the preferred stock and debentures for
sale appllcant should drstrmbute Lo each prospectave purchaser

2 prospectus showang clearxy all the terms and cond;tmons of
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the preferred-stock,and-debcnturos andfthe“companyté‘fiuencieiff

position and earnings experience;‘ Each prospectus shall sct
forth that the. authorrzatlon of the COmmlsSAon Ls not to'be
construeo as oblzgatzng the State of Calzfornra to pay or *;f_

guarantee the secur;tles in any manner whatsoever.‘\

IT IS ORDERED that:

1. San Joaquinimeiephone Company'may*issuefana”seli;ff\

at not less than theixr principal amount Pplus accrued 1nterest, .

not to exceed $SOO 000 of’ its 6% Non-Cumulatlve Income
Debentures, due Jtne 1. 1994, and shall use thc broceeds for
the purposes set forth in this applrcatxon.: The accrucd
interest from the’ sale of the debentures may be used ror

- such purposes or for.general corporate purposes,

2. San Joaqu;n Telephone COmpany'may lcsuc not to
exceed 2,450 shares of its Orrgmnal Prxor Preferred Stock $201 3
Par Value, $6.5625 Dmvrdend Serres of 1964, wh;ch Lt may*offer
in exchange for its Orrgznal Prror Preferred Stock $20 Par
Value, 7% Series A and ‘Sexies B, on the basrs of one sharef~
for each five shares on the uerms and: cond;t;ons set forth
in the applzcatlon- It may ;ssue and sell for cash at 5100
per share any part of such 2, 450 ﬁhares<not Lssued 1n exchange_
for said 7%~Shares and shall use the proceeds to redeem at
$20 per share the‘unexchanged shares of such 7% prefcrred

!

stock. {




3. In add;t;on to the shares authorxzed 1n Orderzng
Paragraph 2, San Joaqu;n Telephone Company may 1ssue and sell
for cash at $100 per share 2'500 shares of 1ts Orlgxnal Pr;or
Preferred Stock, $20 Par Value, $6.625 D1v1dend Serles of

1964, and shall use the p:ocecqs, for the pu;-povses_se, forth

in this application.

4. San Joaquzn Telephone Company shall e;ther pre-r
pare 2 single prospectus in connect;onanﬁh itg of’erxng of
both said debentures and pre errea stock or 'hall prepare a e
separate prospectus for each type of offerlng, ‘which shall bc
along the lines xndxcated 1n the proced;ng opmn on, and shall
deliver an approprlate copy to each prospectzve purcnasor of
the secu:ltzes. It shall flle three copies of each prosPectus
with the Commmss;on at least flve dayo before unocrtaklng the

public offering of the securxtxes,contemplatedvbyvﬁhe proepeetus;f‘

5. San Joaquin: Telephone COmpany shall fmle wmthethe L
Commission a rxeport, or reports, as requ;rea by General Oroer
No. 24-3, which order, znsofar as applzcab_e, 1" hereby made,”'" :

a part of this order. '

6. This order, xnsofar as 1t author_zca San Joaqu;n
Telephone Company to issue, sell and exchange preferred stock
shall become effective whon the ecmpany has flled wath th;s
Commission a cextified copy of an amendment o lts Artmcleee,
of Incorporatlon authorxzxng it to lssue not 1ess than 4 950
uhares of Original Prior. Preferred Stoc&, szo Par Value,,‘
$5.625 Dividend Seraes of 19e4.- - : . - thfaV '
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7. This oxder, msofar as ‘:.* author:.zes San Joaqu.'m
Telephone Company to issue and sell debentures, shall become ‘
effect:.ve when the company has paid. the fee prescr:.bed 'by
Sectz.on 1904 (b) of the Publ:.c Ut:.l:.t:.es COde, wha.ch fee :Ls

$500.

8. Except as provn.ded :.n On:dera.ng Paragraphs 6 and‘;"‘? o

7, this ordexr shall become effect;.ve on. the date hereof. o

9. Any authority here:i.'n‘gr;mtedﬁ and'net vexeréfee‘d'” S

will expire on Jume 30, 1967.

Dated at ' Ban Francisco , Caln.form.a,

this 2/ _day of

" COmMmiSSAOBErs. - .-




