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BEFOR'E TEE R.I\ILROAD Cm,'L!-.,:ISSION OF TRE STATE OF CALIFORl";IA 

-------------------------------------, 
In the Matter of the Appl1cc.tion of 

LOS GATOS TELEP!lO~!E CC~·:~ N3Y;, 
App11c~tion No. 23981 

a ccrpor~tiun, for authcrity to i3sue 

~nd sell preferred :tock. 
----------------------------.--------

BY TEE COWJr!SSI01~ ~ 

Thiz is sr. application by 10s Gatos Telephone 

Company for ar. ore~r authorizing it to issue ~~C sell, at the 

l'Q.r value t:1creoi', $28,t sse of its 5% f~'Jmulat1 ve preferred 

stock for ~hc purpose of p~ying outst~~ding notes. 

Los Gatos Telephone Co~par.y is a corporatlon en-

gaged in the "ouziness ':If ~upplying telephone service in and 

about the Tov~. of Los Gatos, S~~ta Cl~r~ County. As of 

December 31, 1940, it reports its assets ~~d liabilities as 

follows: 

Tel~phono pl~~t in service 
Other invest~~nts 
Current ass~t~: 

Cash 
Accounts rec~ivable 
M~terials a~~ supplies 
Prepaid expenses 

Asset$ 

$ 38/ .... 74 
4,521.)9 

11,989.:7 
2..468.49 

Tot:ll Assets 
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19,363.89 



Capital stock - common 
Current liabilities: 

Notes payable 
Acco~~ts payable 
Adv~ce billings 
Accrued liabilities 

Reserve tor depreciation 
Unappropriated surplus 

Li:.bilities 

$25,000.00 
5,057.48 

58.35 
1,601.0.2 

Total Liabilities 

$115,500.00 

31,716 .. 92-
63,549.86 
61.457.66 

$272,224.44 

The company has ar. authorized capital stock of $500,000, 

consisting of 50,000 shores of the par value of $10 each, divided 

equally into corncon and preferred stock. Under the terms of its 

Articles of Incorporation, as ur:lended, the holders of the pre-

ferred stock will be entitled to receive cumulative dividends at 

the rate of 5% per annuo, b~fore any dividends can be paid on the 

common stock, and, if such preferred stock 1s called for redemp­

tion, to receive $10.20 a sh~re, plus accrued dividends, or 102% 

of the par value. upon dissolution of the company, such preferred 

stockholders will be e~t1tled to receive $10 a share, plus accrued 

d~v1aenas. No prererred stock is at presen~ outstand1ng. 

Since the date of the foregoing balance sheet, the com­
pany has issued a short-term note for $5,000 for the purpose of 

paying? ~ part? the open accounts payable shown on the balanee 

sheet at $5,057.48, bringing its total note indebtedness up to 

$)0,000 at this ti:'le. l'~ese notes" 1..'1 favor of B~ of America, 

Los Gatos Branch, bear ~~terest at the rate of 5~ per annum, were 

issued and will mature, or have matured, as follows: 

Date of Issue Date Due Amount 

Sept .. 26, 1940 Jan. 15,- 1941 $ 5,000 
Dec .. 2, 1940 Mar .. 2, 1941 15,000 
Dec. 2, 1940 Mar. 2" 1941 5,000 
Jan. 16, 1941 Apr. 16, 1941 5,000 

Total ~~o~ooo 
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The co~pany has been before the Co~ission~ from time 

to time> for pe:coisslon to issue stock to ::inance> in ~art, its 

construction requirements. In the last stock application filed 

by it, prior to the one now under consideration, it was author­

ized (DeCision No. 30379, dated December 6, 1937) to issue and 

sell ~t par $lO,500 of common stock to pay ~~debtedne$s of 

$5,000 Dnd to reimburse its treasury because of surplus earnings 

used for additions to its plant and equipment during the period 

from January 1, 1937 to October 31, 1937. 

In the present application the company reports that be­

tween November l, 1937 ~nd December 31, 1940, it made additions 

to its plant ~~d properties L~ the amount of $52,996.)0 and re­

corded retirements of $17,538.07, resulting in net additions 

during the period of $35,458.23, a substantial part of which, it 

appears, was paid or provided through the issue of the short-term 

notes now outsta."'lding. The net expenditures are summarized as 

folloVls: 

Buildings 
Central office equipm~~t 
Station appar~tus 
Station insta11~tion 
Drop and block wires 
Private branch exchange 
Booths ~~d speci~l fittings 
Pole lines 
Aerial cable 
Underground cable 
Ae:-ial wire 
Underground conduit 
Furniture and fixtures 
Automobiles and work equipment 

Total 

(Red Figures) 

$ 247.14 
1,679.13 

10,337.75 
.3,394.95 2"ti9

• 7 { . . 
4 .1, 

4 .. 978.34 
9,024.45 

43 .. 7S 
2,778.00 

1,~;!:~g) 
13.55 

$35.458.23 
r 

A review of the information on file with the Com­

mis310n indicates that the COQ~~~yTs expenditures for capital 

additions have been caused, in part .. by increased decands for 

service. At the cloze o~ 1937, it reported 1906 telephones in 
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service; at the close of 19387 2023 telE:phonE:s; at the close of 

19397 2112 telephones; and at the close of 19407 2184 telephones. 

During this three-year periOQ7 it has reported its operating 

revenues at $57 7 053.39 in 1938; at $60,480.13 in 1939; and at 

$65,399.99 in 1940, ~~d its net L~co~e avoi1able for dividends 

nnd surplus at $1,Z64.90 in 1938; at $7,665.03 in 1939; and at 

$7,293.11 in 1940. 

The cooptcny now proposes to iszue the $28 7 880 of pre­

ferrE:d stock to P:'Y7 in part, its outsta.~ding notes and thus 

permanently to f~~~~ce capit~l ~xpcnditure$ of that amount. It 

intends to offer such preferred stock to tbe holders of its 

presently outst~nd~~g co~on stock for zubscript1on7 at par for 

cash, on the basis of one ~hore of pr~ferrcd stock for each four 

shaTes of common stock, ~~C to sell the b~lance of said $287 880 

of preferred stoel..: :lot so ~ubscribed, to r~sidcnts of the State 

of C21ii'orni~ Cllso ~t par for cash. 
It ap!=,car$ to the COIm:nission that th.e company 1 5 usscts 

Dnd c~rnings ~r~ ~mplc to support th~ propo~cd ~er~nse ~ its 

capitol stock and that its fin~~ci~l position will be improved 

by the replac0mcnt of notes by stock as here proposed. An order 

&ccordingly will be Qntcrod. 

Los G~,tos T.::lcphon0 Cor:::.p~,ny h::l.vi..~g .:lpplicd to the 

Railroad Commission for an order authorizing it to issue and sell 

$28,880 of its 5% cumulotive preferred stock, ~d the Commission 

having considered th~ ~pplicction and being of the opinion thnt 

it is not ~ m~ttcr on which ~ public hearing is neccssnry7 th~t 

th~ money, property or lcbor to be procured or paid for through 

the issue or said stock is re~zonably required for the purpose 

specified herein, LI.nd th~t the expenditures for snid purpose ~rc 
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not, in whole or in part, reasonubly chargeable to operat~g 

expenses or to incoce, 

IT IS HEREBY ORDERED that Los Gatos Telephone Company 

be, and it hereby is, authorized to issue and sell, on or before 

September 30, 1941, at par ~lus accrued dividends, not exceed­

ing $28,880 of its 5% cumul~tive preferred stock and to use the 

proceeds to pay, in part, the outstanding notes of $30,000 re­

ferred to in the op~~ion preceding this order. 

IT IS ?2REBY FURTP~ ORDERED thct Los Gatos Telephone 

Co~pany shall keep such record of the issue ~d sale of the 

stock herein authorized ~~~ of the disposition of the proceeds as 

will enable it to f11G, on or before the 25th da.y of each conth, 

o verified report as required by the Railroad Commission's Gen­

eral Order No. 24-A, which order insofar a~ applicable, is made 

a part of this order. 

IT IS HEP.EBY FURTHER ORDERED that the authority herein 

granted sh~ll becotl% effective upon the date hereof. 
~~~ -Dated z.t SGn~:e:~~o, CClliforni3., t57'/;:u. 

of February, 1941. ~ _ 

~// 

day 

- / 


