
BEFORE T:E-3 e.AILe.OAD Cmill':iISSION OF THE STATE OI<' CALIFORNIA 

In the i~o.tter of the Applic2.tion of 

LOS GATOS TELE?EO~\TE CO!:!PANY, Applicntion No. 22667 

:1 corpori."'.tion .. for author:;' ty to 
issue notes. 

B.Y TT-IB CQ1';jMISS ION: 

O .., ,. -,T T 0 ",r 
-.;~~~..:.-.!! 

In this proceeding .. L08 G:J.tos Telephone Com:9mlY asks yermission 

to issue $15,000. face value of 57~ notes for the purpose of p::.ying 

L~deotedness ~d 9roviding itself with fmlds to construct additions 

::"''''ld oette::-mel'lts to its telephone properties. 

Los G~.tos Telephone Co:;!pa.'1Y O\-\ffiS and oper8.tes a telephone sys-

te~ ir. the City of Los G~tos, and surrounding territory. The co~pany, 

in its 1938 annual report shov;s th.3.t there Vlere 1,906 telephones Ol'l 

its systen at the beeinnine of the year .. and 2,023 at the close of 

the year. The net increase in telephones is reportee. at 117. 

As of December 31, 1933, the co~pany reports its cssets and 

li:?bilitiez ~s follows: 

Tele9hone p13nt in service 
Invest~ent in stocks 
Cash 
Working funds 
Due from customers ~~d agents 
tlIaterials and supplies 
Prepaid insurance 
Prep~id directory eXDenses 

- Total Assets 

LIFP,ILI1'r.~S 

Common c.3:01 ta.l stock 
Notes payable 
Other ~ccounts payable 
Advance bill~~e and payments 
Depreci.'3.tion reserve 
Sur~lus 

Total Li~bilities 

., -... -

$, 222,070::"98 
13,975.00 

1,9A·9.00 
35.00 

2,201.31 
5,751.52 

327.71 
25~.St 

$ 115,500.00 
10 .. 000.00 

4 .. 15 
240.20 

57,629.57 
6~! 1.9~ .. 1:.1,. 

:~ 2L\. ,566.3.6 



For the year 1938, the comp~ny reports operating revenues of 

$57,053.89 end oper~ting expenses of $56,262.29 leaving a net 

opere-tine incone of $791.62. 'I'he o!,eratine expenses 5.r..c1udes an 

allo'Nz.nce of $S~.300.07 for depreCiation and ~n1,877.e4 for taxes. 

Th~ non-o?crc.ting income of the comp.?ny is reported ~~t ~;62S .14 which 

su:, added to the net operatine income, results in $1,419.76 beL~g 

available for fixed ch~rges, dividends and surplus. The comp~y, 

from 1934 to 1938, both inclusive, has paid dividends on its out

st~~d.L~g stock at the rate of ~~ per annum. Dividends in 1938, were 

paid fro~ proceeds realized from the sale of capital assets. 

Du.ring 1933:0 applicant expenc1ed for additions and betterments 

the sum of $13,043.;2 an.d ret ired properties costi!lg $1,786 .. 90, leavi.'1.g 

a net incre~se in its pl~t inve:.t~ent of $11,256.62. To pay the 

cost of these improve~ents and carryon its busino~s, applic~'1.t bor-

roV!ed fl'O:n the Bank of A::l.erica, N.?tional Trust and 8.:::.vines Association, 

~10,OOO.OO on ~10 (2) notes; one note for $5~OOO- beine dated A~ril 19, 

1935 and the other noto for ~;5,OOO. b~in& dated September 30, 1938. 

Both !'lotes carry i.."1terest at the ro.te of 5% per an.'rlura. A:9p1icant now 

:)roposes to refund such notes by :i.ssuing to the Banl~ of America, Nation-

~.l Tr~$t and. Sr::.vin0s Associ~tion, a new 5% r~ote for the .face value of 

$10,000. To provide itself with funds to pay i~ pert the coct of 

.:::.dditions R.."1.d. betterments to its ,ropc::'ties during 1939, it e.sl~s 1'er-

~ission to issue a 5% note for ~~5,OOO. ~t desires authority to issue 

t":1e :lotes for a term of 90 days and reneV'v' them from ti;:ne to t:hme for 

~ ?criod of three years ~ttcr the d~te of this order. 

o R D F. R ..... - - - .... 
The COL.':I:.:!.:::sion noving considored the rcc.ue:;;t of' Los Gatos Tele-

. C ..:l ...... f ... h . oj th"" oj. t" i' t t ... pnone omp.:my, ,m~ 1... oe1ns 0 Vv ~ op1n ... on 4.;.... n s 18 no a rna ... er 

or.. w~ich a he,'3.ring is necess:.'J.ry ,md th~.t the money, pro!,erty 0:" labor 

to ~e !>rocu::.-ec. cr })8..io. for by th0 iscue of notes in the ::'U!:l of not 

exceec.ine :~l5, 000. is reasonably reouired by a.9p1ica.'l'lt toY.' the PUl"-

,o!:es herein stated and th:>t the expendit'U!'0S for such PUr" . .9oses are 

not in whole or in PQrt reasonably charze~ble to operating expenses 
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or to income 2..r..c. that this applic::~tion should ·00 granted subject 

to the provisions of this order, therefore, 

IT IS R:8REBY ORT.)ERED, thn.t :'0:' G~to~ Tele:?honc Comp3.ny be, :md 

it is her0b~r authorized~ to issue after the effective date aereof, 

notes in the sum of not to exceed ~':"15, 000. said notes to bear interest 

at the rate of not morc thnn 5~ 1)cr annum and be pnynb1e on or before 

't=:ee ~:0~l"S :lfter the d.::.te of this order .• ,rmrided th3.t Los C,'3.tos 

Telephone Co:upo.:ay mc.y :!.:sue s8.io notes for a period of less than 

t!"o:ee ye&.rs, and if said notes o.re so issued, it may renei'! the so-me 

fro::J. t:'~e to ti:u.e, provided th3t~10 renew~l note may be due more than 

tr-..ree y€'ars after the d::.te of t:~5s order. 

IT IS HEREBY FUr~THBL~ ORDERED, that Los G,~tos :relephone Co!!!pal1Y 

she.ll use the proceeds real:i.~/'ed f:-om the issue of snid :~\15,OOO. of 

notes to pay the :~10 ~OOO. of notes no,:: outsta::.dine ,'.l."ld to pay the 
, 

cos't of 1;.d.ditions and oetterr:lents to its telophone system ':'I'hich ~re 

cha:::-gcable to telephone !)lont c.cco'J."1ts under the sy:-.>tem of accounts 

p:-escri bed by the Rr-.il:-oad CO:;L-;:i:!:'.:!.oYl. 

1'1' IS HER.EBY FlBT:FI:i.:R ORDERED, that tL"le e.uthori ty herein e:rD.nted 

will become effective v!hc:l Los G::.tos Telephone COIllp.?.ny h$.s paid the 

~L~i~~~ fee prescribed by Section 57 of the Public Utilities Act, which 

mi!'limum fee is twenty-five U~'25.00). 

IT IS 5ERE3Y FUaTI-IEH ORDERED, th,?,t Los Gatos Telepho:le Co:n:n.ny 

sh2.11 file Vii th th8 n::..ilro2.d Cor:mlissiOJ1, a re:!,:Jort .• or re90rt~" such 

~.S a!"e required by the Co,nrnission T s General Order No. '?.4-A ;vhich order 

in so fa.r as :~.!,plic.sb:"e is mcde 2. p.:.rt of ,this ordor. 

DATED at S~n Fr~~cisco, l\!ay, 1939. 


