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Decis icmWo 39“ "'6

BEFORE THE RAILROAD COMMI SSION OF THE STATE OF CALIFORNIA

T TG
Tn the Matter of the Apolicavion ‘{/} ;’J{}] (B-J ]1/ ‘z-f /ﬂ‘*{ o
of ‘
GILROY TELEPEONE COMPANY, S
Application

a corporation, for permission %o
issue its capital stock in
reimbursement to its treasury for
tnappropriated surplus invested
in plant, and for permission to
issue and sell its capital stock
for extensions, additions und
betterzents to plant.
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P N N A N D T T e

RE 0OPINIOXN

Gilroy Telephone Cozpany- has applied to the Railroad
Commission for permission to issue $26,000 par valie of its cozmon
capital stock. It préposes to use £5;000 of said stock to reid-
wurse its treasury beczuse of surplus earnings reinvested in its
properties, and thercafter to distribute the same to 1ts stock-
nolders as a stock dividend, and to sell the remaining é%l,ooo o

provide funds to finance the cost of additions and betterments.

The application'shQWSjthdt Cilroy Tclephbne Cbmpaﬁy is
a corporation organized om or about Maren 25, 191, and now
engaged in conducting a telephone .and telegrfaph pusiness in and
about the City of Gilroy. It reports an authorized capltal stoek
of 10,000 shares, all common, of the par value of $10 ezch, of

which 5,861 shares, of the aggregate par value of $58,610, now

are outstanding. It reports no preferred stock and no mortgage
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or other indebtedness except current and acerued iftems. Its
assets and liabilities, as of April 20, 1946, are set forth in

the application as follows:

‘ Assets
Fixed capitel _ - $128,1.88.42
Telephone plant under construction 76.17
Current assets -

Cash and working fund $15,670.19

Temporary investanernts 2C.078.75

Accounts reccivable 2509934

Materials anc supplies 1,554.89 38,403.17
Prepaid expense | 369.20

Total assets | §367;026.86

Liskilitics

Capital stock £ 58,610.00
Current snd accerued lisbillties =~

Accounts payable . $3,509.285

Advance billing 2,152.9%

Acerucd liabilities 5,879.12 ‘

Otner items 00,2 12,342..7
Deferred credits . 5,352.72
Reserves for deprecliation and .

anortization : 64,5569 .35
Contrivutions of telephone »lant L,704.90
Surplus earning wdistridbuted 23:992.72

Total liabilities  $167.036.36

The company reports its operating révenues atv
$53,087.66 in 1944, at $59,820.90 in 1945 and at $20,503.24 for
the first four months'of'l946. It reperts net income after pay-
ment of operating expenses, taxes and other expenses, and making
provision for deprecilation, at 310,009.56 Iz 1944, at $12,088.18
An 1645 2nd at 35,879.08 for the Sirst four months of 1946.

It is glleged in the application that of the undis-
tributed surplus earnings of $23,957.72 as of April 30, 1946, at
Least $5,000 has beem invested in company®s properties and that

the remainder is reflccted in cash and current assets.
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The coﬂpany ~'-c.po...s that ;z inteuds to‘use the éurrent
assets now *epre ated on tnﬂ ba*ance uheet as tcmpora:y Invest~
menté,'té remddel i cmt“al o ’ice “u cing when cona tions
pe“ﬁit. It furvh@*.“rport* thdw *t nee aaditiona; funas for
the installation of nnce554 itions to its plunc to imp*ovo

its facilities and to meet oxis ing demanas for °c*vice, wh¢ch

additions are described in Exhidit ner ;;lea in thds ,ocepding,

as follows:
Additions to central office ewzucnb04rd and te*m¢nal
$acil;tics~ .

Two- osi iom seetion of Westera nloct:ic
Comp¢nj comaon battery switchboard 0§ 3,640.27

uCTl&1S €0 coﬂolete wiring and equ‘ppﬁng|
llo subscriber -liznes and 10 to’l ©1,019.00

Materiala €o con pleto ddcitions of two
-sections. of mein frame Lo ' 165.59

Bstinﬂted laoor gnd incidental costs - . __990.00
' a - § 5,724.86°;

Additional uoleoao e instr eﬂt

1200 insurume“t with dial bl_aAe for sudb-
sequent conversion. to ¢utomutic ,ervice :3,320.00

.

Ebtimated COSu of addit;onal c¢ole , ;g,ggz 80 .
' Total estiz ed costu g5;3077 66,

These eatimﬁted ¢cozts do not incluce routinc pole and
wire additions nor ins orio“ w;rin Jnﬁcq W ll be required with

the in tall .tion of se*vicc connections now on oréer.

The company ruportg vhﬂt bﬂ Anri’ 30, 1946, it had on
nand 84 wnfilled avplicavion, 5or exchﬁnge scationo wnich cannot
be handled by present faciliuies. Du.‘ng ghe ﬂar it installed on |,
a temporary basis 128 obsolote te ephoncs wnicn nad been pre-
viously abandqned. It is tne co oanv's intention to place

v ) . . .
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the se as soon as pos ble; To plqce Atself in 2 positioq o
glve adecuate telepqone °ervice, the compa vy muat enlérge &ta

swithboard facilitie acqu*re additional cable and acou. 200
telephone *ﬁstramemvs.

¥

The Commis ion ndo vlven c01 e*auieu to thiu appli-

[}
e

cation. Frozm a view of the u??~iCdoiOﬁ and tne compuny'°

%

firahc*al ateicments, it appear° that iuiuas had vurolua earningd

f*om opcracioqq in excess of w5 OOO an¢c~ nuve heen 1nve°teﬂ i

1 !

1ts zelcpnonc oropertxes and that tne expenditu*cs of additional

sums are neces ary to cnable the compdny to _ainta,n and imvrove

) ()

ts aerv*cc. An o*de* autaorizinz the issuo of atocﬂ, as re-

que*tcd wixl ve enuerod.

ORD

Gilroy TclcpqOﬂe Com:any heving apo‘icd to the Pa;l-
rogd eommiss on for permicsion to issue 326, OOO of stocr and. the
Commﬁvsion having con sidered cqc zatter and bcing of the op&nion

tnet a nublic hcar*ng is not nece'M »y and tq&t tnc moﬁey, ProO-

l
.

perty or labo* to be p“ocu*wd or pa d for ¢ ougn tne issue o,

)

,uc“ stocx is *ea°on@b1y *eqz red for tne pArnose, saeci’ied

hprein, Vh&C% :urvegea are not, ir whole or in part, rcasonao*y

Lo ¢

cqargeaole to ope*a ing eynea es or to incone.
1T IS HEEBY ORDERED as follows:

1. uilroy Telephone Con pdny may iSoUQ, on or bcfo*e
Dcce wher 31 1946 not exceed;ns ¢5 OOO vaﬁ va;&e o* 1ts common
stock for the nu*aose o‘ reimbur ing its treagury becau"e of

surelus oarnings 1“vc°ted iﬂ 1ts elcphone nroperties end

~4
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therecafter distribute such stock to 4its stockholders as a stock
cividend.

2. Giirqy Ie}ephone Company may issue and seli, on or
before December 31, 1946, for cash at not less than par, not ex-
ceeding $21,000 of its common stock and use the proceeds to
finance the ex»enditures sreferred to in the foregoing opinion and

described in Exhibis "Cr filed in this proceeding.

- 3. Gilroy Telephrone Company shall keep such record of
the issue of the stock nerein cuthorized and of the disposition
of ihe proceeds as will cnable it 'to file, on or beforélthe 25th
day of each month, a verified report as requireéd by the Coumis~
sion's Generzl Order No. 24-A, which order, iﬁsofar as applicable,

is made a part of tiais order.

4. The authority herein granted will bvecome effective

upon the date hereof.

Dated at Los Angeles, Californiz, this

of June, 1946.

- Commissioners




