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. '\.!... 39~~IS' Decision £tI o. .....~ 

BEFORE THE RAILROAD COMMISSION OF 1HE STATE OF CAL I FO?..t.J It.. 

In the Matter of the Applica~ion 

GILROY TEtE?EONE CO~?k~Y, 

) 
· · .) 
· 
! · 

a corporat1on,'for permission to 5 
issue it's capital stock in • 
reimbursement to its treasury for ) 
unappropriated surplus invested . 
in plant, and for perciss10n to: ) 
issue and sell itsca~ital stock : 

. for extensions, additions :>..nc. ) 
better~cnts to plant. : 

------------------~~ 

-
O?INION 
.~ - - - - - ... , ,. 

Applic3t1on 
l!o.~ 27580 

Gilroy Telepcone Co~p~~y·~s applied to tbe Eailro4c 

Con:r.1ssion tor permission to 1$sue $26,000 par value of. its co~or; 

capital stock. It proposes to use $5;000 of said ,stock to :"e1l:i~ 

burse its treasurY bec::cuse of scitpluz earnings reinvested i..~ its 

properties, ane thereafter to d1str1butcthe sa=c to its stoek~ 

holders as a stock d!"'idenci, ana to sell therccaining $21",0'00 to 

provid'e fund:s to $ina.."lce t·ne cost of add:i t10ns and. bct·t·er:le!'lts~ 

. . '" . 
~hc a~~l;ication' showS' thoit Gilroy Tclc~hone Co:n~a..'lY 1:;; 

a corpora t:!:on 'org6... .. ·l1zed on or' about March 2:;, 19l1,. and. now' 

engaged in CO:ndt,lc.t1ng a tclo:phono .a.."ld. teiegt'apb. 'business in and. 

about the' C1.ty' of ~11roy. It reports' an authorized c~:p'i tal stock 

of 10.,.000 shares~. a!! cO:n::lon, of' the pa:- value of $10 each, of 

wh1ch5,S'6·l s...'1ar,es·, of the aggregate par value 01: ~,S,610, now 

are out3tandi..""lg~· 1'; repor-cs' no preferred stock a."lcl:no mortgage 
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. 
or otb.~= inc.ebtec.."l.ess except. current and accrueci it,ens.. It.s 

ass~ts ~"l.d 11ab111ties~ as of April Z07 19467 are set forth 1n 

Ass~ts 

Fix~d capital 
'Tele~hone ~lant ~"l.der eo~struct1on 
Current assets -

Cash and wor~~g fene 
Temporary. 1n7est~ents 
Accounts receivable 
Materials and supplies 

Pre:paid expense 

To.t~l assets 

Ca.pital stOCI: 
Current and acerued liabilities -

Accounts pay~ble 
Adv.ance billing 
Accr~cd liabili~ies 
Other i te::s 

Deferred credits 
Reserves for d~preciation and 

atlort:tzation 
Contributions of telephone ?l~t 
Surplus earning ~d1str1buted 

To.t:ll liabilities 

$15·",670.19 
20.078.75 
1~099' • .34 
1.554.$9: 

., 

$128 7 135 ... 42 
76.17 

.38,.403.17 
369·10 

$167.0~6.S6 

S 58,610 .. 00 

127 Z4Z.17 
, 5,855.72 

, , 

64,.569 • .35 
1,.704.90 

.,23 .. 953.72 

$161,038·8$ 

. . 

$53,.087.66 i~ 19447 a~ $59>020.90 in 1~45 a~d at $20?503.24 tor 

th€' first four :lontnz of'19'46. It reports net 1."lCO:::le after pay­

ment ~f operat~~g expenses, taxes ~d other expens0s , anc ~~~g 

provisio~ for depreciation? st $10 7 009.56 ~ 1944, at $12 7088.18 

in lCJ45- and at 05,879 ... 05 for 'tl'l€! first four tlcnths of 1946 .. 

It is alleged L"l ~he ~pp11ca~ion tr~t of tne und1$­

tribute:' su.rplus ca.~1.."l.gs 01" $2) ... 95J. 72 a~ 0:£ April 30, 1946, at 

least. ;;P"OOO has been i:lvested 1n compa.nY'~s. properties an<i that 

the remainder is rerl~cted in cash and carrent assets •. 
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! :. 

assets now repre'se::ltec. on the balor.ce sheet as ~ecporC:.::-y l.."lvest-
" 

, .,. ~ , . . . ' . 
per:l:t t .. "It furt:r~er i"eport~ thi-;.t i t nc~ds 3.Qdit1onal fund: for 

, . '. ." . ' . 
the' ins'tallation' of nec~ssary additions to its plant to i~?rove 

,,' " " " ' , . J,',.',': , '.: " 

its facilities and. to meet cxist1."lZ ee:cands for service;. whic~ 
~ ,~ . ;... ' 

" t ,I ~ 

add1tionsare desc::-ioed ir. Exhibit ~C~7 tiled ~"l this proceeding, 
, • . .,' ~ t .' I " I" I ....' '; 

as follows: 

Add!. tions to ce::,'i:ral office s"Il1 tc~board and terI:linal 
.tacilit.1cs: ,. . 

!wo·-posi t1o::~ section of Western Electric 
Comp~::r ,c,on'I.l:lO!l bOot tery s",t,'i tchboard. ' " 

'. . , ' • - • I., 

::'a terials -eo cor:plete wiring ~"ld equipping, , 
110 s-ubscr,1bc:- ·lines a."ld lOtoll'li."les ' 

• I , • , , 
, " 

Materials-to cooplete additions of two 
'secti9:ls. of, ~air.. ;!rar:te ' 

Esti::late<i labor a.."ld incicentk11 costs 

Additional telep~one L~str~ments: 

200' 1nstrume!'lts ... :1. th dial blar.ks for sub­
sec.,uent conversio.!l, to auto::!'.4tic service 

, . 
~t1~ated' cost of additional c~~le 

, " , " 
Total esti:atecl costs 

$ .3,640.27 , 

1,O~9,.OO 

16;.59 .. 
, 990.00 , 

$ 5,724 .. 80" 
~ . , . ." " 

,'3,320.00 

12.932.80 
:.~.'. 4 • ".' .- II ••• 

$21,077.66 ' 

These estimated ,costs do not include routine pole ,and 
. . 

wire a:ddi t1ons' nor i.-.ltcrior wiring which 7:!.ll be required with 
"' , , ' , 

the' 'iilstallat1on of service cO:l."'lections now on order. 
, , 

The com,:::"'''l}" r~poI·ts thD.t on April .30, 1946" ,it r..ad on ., 
, ',' • I • 1 ". .... 

hand 84 ~~filled applic~t1ons for exchange stations which c~~ot 
, ".' 

I '" 

be ha"'ldled by present facilities. DurL"lg the ~ar it'install€d,on 
, 10 10' • 

• .., t I • ' , '. ' •• 

a temporarj" bas'is 128 obsolete tcl€:phones w:r..ich had ,,'been !,rc-. , ; . .... 
It is the company's intention to re~lace 

"'. ..' oj •• , I ,:,. • 

• ! 
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these as soon as possible. To pl~ce itself in aposi~ion to . . 
give adeq1late tel~phone service, thecompa.:lY must cniarge its 

switchboard facilities 7 acq~ire additional cabie and about 200 
, , 

telephone L~str~~ents. 

• ... •. • ... I i 
, . 

The Co:mission has given eO:lsicieration to this app11-
• • I I : " 

c~t10n. Fro~ a ~ev1ew of the application and the company's 

rinancial sta~;me~~s, it appears, that it ha~ ~d surplus ~arn1ngs 
, . 

. . ." .' . { ~ 

fro::J. operations in excess of $5,000 -qhicb. have oeen invested in 
, . 

... • I • , ~' , ' ••• 

its telephone properties ~~d t~~t the expenditures of additional 
J' I 1"... ~ .• I .' .' ' • 

s~T.S are necessary to enable the comp~~y to =aL~tain ~d improve 
... 

" . , , . 
~~ order ~uthor1zing the issue of StoCX7 as rc-its service. 
" 

quested, will be er:.t~rcd. 

o R D E R --'_ ... ..-

,t .... I . . 
G1lroy Telepnonc Co~pany r~ving appliod to the Rail-. 

., fill " \. ~..' •• ..'" 

road Commission for permission to i3sue .$26,000 of stock &~d,th~ 
, ~ 

Commission ha.~ing co=.si~~rcd 'Gbe :r.':l.'cter :;:.nd be:bg or the opj"nion 
, 

that a publiC hearing is not necezsary ~nd that the ~oney~ pro-
" I "'. I 

'perty or lab'or to be procurl::d. or ~id ·[0-: t:-.rough the issue 01" 
such 'S~OCk is ~~aSO:lZ.blY rC~I.lired fO~ ~hC purp~s~'s s~eci!"ie;:' 
h~rein, r:r.ich p'~rposes arc not, in whole '~~ in p~t, reasonably 
, ' , . ' . ... ~.. ,. . 
cr~rgeaole to operating expenses or to 1ncoce. 

',' ~ ..,.' . . , 

IT IS ~q£BY ORDERED as follows: 
,', 

1. 
" . 

Gilroy Xelephone Co~p~~y may issuc, on or before 
t ~ .. ' ~ + 

Dcce:ber 31, 1946, not exceeding $5,000 par value ~f its co:mon 

stock for th~ purpose of rei~burs~s its treasUry because of 
_ • j. '.. r , .: •• • I 1 ~' : i ',; 

surplus earnL~gs invested in its telephone properties and 

.' 
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thereafter'distribute such stock to its stockholders as a stock 

dividend. 

2. Gilroy !elephone Co~p~~y may issue and scll, on or 
. / 

before December 31, 1946, for cash at not less. t~~ par, not cx­

ceeding $21·,000 of 1 ts comcon stock and use the proceeds to 

finance ~he e~endi~urcs referred to in the forego~~g op~~ion and 

described in Er~bi~ ncn filed ~~ this yroceeding. 

3. Gilroy Telephone Comp~~y shall keep such ~ecord of 

the iSSllc of the stock herein .::.uthor1zec. and of the cl1s1'os1 tion 

of the proceeds as will cn~ble it -to file, on or before the 25th 

day or each month, a verified report ~s requiree by the Comcis-

sion's General Order No. 24-A, which order, L~sofar as applic~b1e, 

is made a part of tbis order., 

4. The authority herein granted 'will become effective 

upon the date hereof. 

Dated at· Los Anzeles, Californ1~, this ;f~ay 
of J'une, 1946. 
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