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BEFORE THE! RAILROAD COMMISSION OF THE STATE OF c.ALIFOmr.tA. 
, . 

In the Matter ot the Application or ) 
LOS GATOS TELEPHONE COMPANY, ) 

a corporat1oIl._ tor authorl t:r to issue) ~p11cation No. 14144 
stock. ) 

F. F. Watk1lla, tor applicant. 

BY TEE COID!rSSION: 

OPINION 

In this proceeding Los Gatos Telephon8 Campan7 asks 

perm.iss1on. to issue 4,000 shares ot its COmm.o.ll capital stock 

of the aggregate par value ot $40,000.00. Iot 1n,tends to 
. , 

1ssue $20,000.00 ot such 3tO~ to re1mburss its treasur,r 

and therea:t'ter distr1bU.te the stock as a st,:>ck d1 vidend, and 

sell $20,000.00 at par tor the purpose ot paying outstanding 

notes and or f'1nanc1llg the cost ot additions and bettel"lllenta to 

1ts plants and propert1es. 

The com~ny has outstanding $50,000.00 or common sto~. 

It has no bonds and onl:y $lO ,000.00 or notes. From. a financ1al 

statement, attached to the appl1cat1on as Exhib1t ~"', it appears 

1-



that ite assets and liabilities, ZlS ot September 30, 1927. were .a 

tOllowa:-

ASSETS: 

Fixed capital ............... il30."ge.S5 
cash. .. • • • • . • . .. . .. .. .. ... ~.105.45 
Aocounta raceivable • .. • .. .. • ... 2,l7g.&l 
Materials and supplies. .. .. .. .. .... 1,480.3g 
Prep~ents • .. • .. .. .. • .. .. • .. • 506.47 

TotaL AssErts. • • . .. . . ,. . . 
LIABnITIEs: 

capital Stook • .. • • .. • • • .. .. • * 50.000.00 
Prem1~ on stook. .. .. .. .. .. .. • . 1,566.00 
Notes payable .. .. .. • .. • .. • • •• 10,000.00 
Accounts payable. • .. • .. • .. • • .. 270.00 
Accrue.la. .. • .. .. .. .. .. .. .. .. • .. • 267.48. 
Other credits.. .. .. .. • .. .. .. .. .. • 662.l7 
Reserve tor depreciation. • .. • •• 2&,554.13-
SUrpl.ua • • .. .. • • .. • • • .. .. ... 48.1 648 .. 72' 

.$137,768.50 

~otal liabilities ............... ~37,768.50 

Applicant reports in its Exhibit 1, that during 192& 

it expended $10.540.05 in making capital additions~ consisting ~ 
cable and other material tor extenSions, and labor. cO"'1ng~ 

$S,254.26t a new distributing rrame, together with labor ot 1n-

atellation, costing $1.283.18 and a new P.B.X. sWitchboard installed 

at the- Lyndon Rotel, costing $l,002.6l.. .. . The e~~~~.l?-~~, sllow. 
, . . 

tha~ app~tcant issued the $10,000.00 or notes, shown in the tore-

going be.lWloe sheet, to pay in put the ooat ot the addi tiona. 

The evidence turther 3llolls that' wi th1n. the next siX. months. applicant 

yw. be called upon to. expend, for extensions and other 1 tems, the 

8~ ot t~,63i.7S, exclusive ot the labor ooat ot installation. 



Th1s 1 tam. cOllS1su ot the t ollowing:-

700 ~eet ot 400 pair load oovere~ cable • • • • • • $630.00 
900 teet ot 300 pair lead oovered cable • • .. • • • .585.00 

"'~OO t'eet ot 100 :pair lead. covere,d cable ....... 1,237.50 
12,250 teet ot 50 pair lead covered cable • • • • • .1.898.75 

6,400 teet or 2S pair lead oovered eablo • • • • •• 576.00 
2,000 reet o~ z/e inch galvanized strand. • • • • •• ~6.00 

25,000 teet ot Silo inch galvan1~ed !trand • • • • • • 450.00 
~~300 - 3 inch Bonita style cable rings • • • • • •• 32.50 

15,000 - 2 1nc~ Bonita style cable r1~s • .. • • • • • 300.00 
75 cable ar.ms, complete. • • • .. • • .. .. • • • •• 75.00 
50 - 11 pair ~protocted terminal: • • • • • • •• 435.00 
15 - 10 pair unprotected terminals • .. .. • • • • • 168.00 

5 - 16 pair Cook protected terminals. • .. • • ... 112.50 
7 - U pair Cook protected terminals. • • • .. •• 2l3,.50 

100 butt-treated cedar poles.. • • .. • • • .. • • .1,050.00 
1 model SO - B American ce. ble spl.1cer trailer •• 125.00 
1 G~ Bros. one ton truck. • • • .. • • • • • .1.305~00 
Stu1~... • • • • • • • • • • • • • • • • • • • 400.00 

T'otal. . .. . . . ..... ~d639.7S 
:£lI.~rm1ss10Il. is a.sked to use the proceeds from: tho 

$20,000.00 of stock it now proposes to issue and sell to pay the 
. ' 

outstanding notes or $~O,ooo.oo and to tinance its est~ated expen-

d1 turea; wh1cb. Appear to be necessary and desirable to 1ncreaae~ 

and improve ita service. 
Because 0'1: surplus earXW1ga inveatod in ita prope:rtiea_ 

the cOlllPe.xlY asks permission to issue $.20,000.00 0'1: stock to re1m-
, . 

burS8 its treasurY' and distribute the,stook to 1ta present atook-

holders as a stook dividend. It appears to us that both re~ •• t. 

mAy be granted and the order here1n Will so provide.' 

OR D E ,R 

Los Gatos Telephone Company having applied to the 

:Railroad C~ss1on 1'o~ permission. to issuo i40,000.OO of stock, a. 
public hearing having been held betore Examiner Fankhauser, and the 

Railroad Commission being 01" the opinion that the money, propert 7 or 



• 
labor to bz procured or paid tor through such issue 18 reasonably 

required tor the purpoS8$ specified herein and that the expenditures 

tor $U¢h purpo8e~ are not, in whole or in part, reasonablych~ge­

able to operating expense or to income t 

IT IS HEREBY ORDERED the. t Los Gatos Telephone COmpany 

bo, and it hereby is, authorized to issue, O~ or betore June 30, 

19Z5, ~O,OOO.OO or its common capital stock tor the purpose ot 

re1m.bursing its treasury on account o:t surplus earnings· invested in 

applicant's properties, and to 1ssueand sell, on or betore lune $0, 

1928, tor cuh at not leas than par, ~O,OOO.OO of its common. 

ca.pi tal stock tor the purpose ot pay1:og the outatanding notes of 

$10,000.00 and ot financing the eost of the additions and be'tter-

ments reterred to in the foregoing opinion. 

'!he autllori'~y herein granted 18 subjee~ ~o the tollow-
, .... c J', • ........ ' .... 

ing conditions:- • 

1. Atter re~bursing its treasury with the $20,000.00 ot 
stock herein authorized to be issued tor such purpos., 

applicant may distribute btlch stock, as provided by 

law, to its a"tocklloldera us a stock dividend. 

Z. Only such expenditures as are properl;y' chargeflble to tixed 

capital accounts as defined by tAe un1for.m system of 

accounts prescribed or adopted by this Commission may 
be financed through the issue ot the stock here~ 

authorized. 
5. &pplicant shall keep such record ot the issue, sale and 

delivery of the stock herein authorized and ot the 

disposition ot the proceeds, e.s will enable it to 



rile. on or before the 25th day o~ each month, a 

veritied report, as require.a. by the BaUroad 

Comm1ssioD.tS General Order No. 24, .which order, 
insofar as applicable, is made a part of thi8 order. 

4. ~e authority here~ granted sha~ become ettective upon 

the date hereot. 

/~ 
~ Se:rJ. ~rane1sco. Ca11ror:nia, th1. __ 7:: ____ _ 

day ote.l,bcr, 1~27. 

5. 


