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BEFO~3 rl'h.,~ RA.IL.ltOAD cmnJ.~ISS! ON OF T::IE STATE OF CALIFOR1TI..'\ 

In the Matter or the Application of ) 
LOS GATOS Tn:EPHONE CCMP.A..TI, ) 

a corporation, to~ authority to issue ) 
stock. ) 

Application No. 21594 

.2.! ~ COmasSION: 

OPINION 

This is an application oy Lo= Gatos Telephone Co~pany ror an 

order authorizing it to issue and sell at par for cash 1050 shares ot 
its common capital stock of the aggregate par value ot ~lO,500. and to 

use the proceeds to pay indebte~essJ to reimburse its treasury and to 

finance the cost of expenditures tor plant and e~uipment. 

Los Gatos Telephone ~ompany has an authorized capital stock of 

~250,OOO. divided into 25,000 shares of the par value ot ~lO. each, all 

co:nmon, ot which 10,500 shares, 0;: the total par value of $105,000., 

now are outstanding. Reports filed with the Commission since 1912 

show that it has paid regular annual dividends at the rate of eisht 

per cent. 

I~ making the pr~sent request tor pe~ission to issue additional 

stock the company has tiled a fi~ancial statement sh~ving its assets and 

liabilities as ot October 31, 1937, as fo1lows:-

ASSETS 
Plant and equipment .. .. .. • • • • • • • • .. • • .~ 206,427.57 
Other investments. .. . .. • .. .. .. .. .. . .. . .. . 5,~97.47 
Cash and working funds .. .. .. .. .. .. .. .. • • .. • • 2,146.63 
Accounts recei va'ble .. .. .. • • • .. • .. .. .. • .. •• 2,168.33 
r.fate:-ials and supplies .. .. .. • .. • • .. .. .. .. • ... 8,276.02 
Prepaid expenses .. .. .. • .. .. .. .. • .. .. • • • • ... 805.46 

Total assets , ••••••• $'~2~25~,~~~2~1-.~4~g 
L ! A B I LIT I E S 
~-...,;~-.....,;.;...;;;---~~--

Capital stock .......... .. . .. .. .. .. .. . 
Notes paya ole • • • • . .. .. • • • • .. .. .. .. .. 
Tax liability .. .. • .. • .. .. • . . 
Deferred credits ........... .. · . . . . . . -
Reserve for depreciation .. • .. • · . . . . . . 
Surplus. ............... . · ,. . . . .. . 

$ 105,000.00 
5,000.00 
1,988.63 

35.00 
56,658:20 
06,529.65 

225,221.48 '~otal liabilities ........ :;;; 

1-



The company reports its operating revenues at ~49,050.74 tor 

the year 1935; at ~53)09l.54 for the year 1936; and at ~6,829.52 

for the first ten months or 1937. The number of stations is reported 

a~ 1613 at the close 01' 1935; at 1754 at the close of 1936; and at 

approXimately 1900 at ~resent. 

It is ot record that du=ing the period trom January 1 to 

October ~l, 19~7 the company ~de expenditures tor plant and equip~ent 

i~ the total amount of ~;13,103.01 and retirements ot ~2,551.75, leaving 

net additions tor the period of :;:;10,441.25. These expenditures which 

are said to have ceen caused by increase~ demands for service, are 

sho·wI!. i::l SO:::le a.ete.il i::l stateme::lts filed by the compeny on l:·o·rember 30, 

1937. Summarized, they are as f'ollows:-

Central 01'fic e eoui'Oment ~;3, 238.75 
Station apparatus ~ 1,844.86 
Station installations 1,256.92 
Drop :me. 'block wires 639.24 
Pole lines 451.29 
Leria1 cable 2,156.51 
.':' .. erial ... :1re 570.99 
Undergro~d conduit 13.93 
J4'u..-n.i ture an<i ortice eoui'O:.ent 210.15 
Vehicles and other wo:rk eQ.uipment 48.50 

Total ~10t441.2~ 

It appears that the expenditures have been tinanced ~e~porari1y 

through. the issue of a t3~~ demand note for :~5:, 000. and tlu"ough the in­

vestment of su~lus earnings. The co~pany now p~oposes throagh this 

application to finance the expenditures pe~nently by ~sing ~5~000. 

of tne p:roceeds to be received from the sale ot its stock to pay the 

outstanc.ing note e.nd. by using 'the remainins ,~5, 500. of proceeds to 

rei:n.burse 1,ts tre9.Su::-y. ;..tter the reim'bu:rsemen.t ot the treasury such 

proceeds, it appears, · .... i11 be used tor additional construction pur:" 

poses. In this connection it is estimete~ by the company that in ex­

cess of ~5,000. ivill be necessary to meet its capital requirements 

during the ensuing year. 
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Los Gatoz Telephone Company having applied to the Rail=oad 

Co~mdssion for permission to issue e~d sell ~10,500. ot its common 

capitel stock, and the Commiszion having consi~ered the matter and 

being ot 'the opinion that it is not one in which a public hearing is 

necessary, that the request ot the company should be granted, as herein 

provided, that the money, p~operty or labor to be procured or paid 

for through the issue of the stock is reasonably required tor the pur­

poses specified herein and that the expend i tures for S11 cn purposes are 

not, in whole or i~ part, reasonably chargeable to operating expenses 

or to income, therefore, 

IT IS B3?33Y O:aD:B3D that Los Catos Telephone Company be and it 

hereby is authorized to ~ssue and sell at par for cash on or before 

June 30, 1938, 1050 shares of its common c~pita1 stock ot the aggregate 

par v~lue ot ~10,jOO. and to use the proceeds to pay the ~S,OOO. note 

now outstanding, to reimburse its treasury because ot surplus earnings 

used for additions to its p1ent and e~uipment during the periOd trom 

January 1, 1937 to October 31, 1937, and to f'in8llce in part its esti­

~te~ construction ex,enditures ~uring the remainder ot 1937 and dur­

ing 1938, provided that app1ica~t keep such record ot the issue and 

sale of the stock herein authorized and of the disposition of the pro­

ceeds as will enable it to file, on or before the 25th day of each 

month, a verified report, as required by the Railroad Co~ssion's 

General Order No. 24-A, which order insotar as applicable, is me.de a 

part of this order. 

IT IS HZREBY FUP.T~ OP~EPlm that the authority herein gran~ed 

shall beco~e effective upon ~he date hereot. 

D .. ~TED at San Francisco ,California, this ~ __ 

1937. 

cOl'll.''!l.issioners 


