
Decision No. 45349 

3EFORE THE PUBLIC UTILITIES CO~~ISSION OF THE SlATE OF CALIFOFNIA 

In the Matter of the Application ) 

of 

LOS GATOS TELEPEONE COMPP~Y, a 
corporation, for an order author­
izing it to issue and sell an 
additional 20,;;) shares of its 
com."':lon s to ck. 
--~-~- .... ------- .... --.-.-~ 

· · ) 
· · ) 
· 
) 
· · ) 
· .. 

Application 
No. 320$9 

Los Gatos Telephone Co~p~y, ~pplicant herein, is ene~eed 

in fur.nishing telephone service in and about Los Gato~ and Xorgan 

Hill. In this application, it seeks .luthori ty to i~m:.e 20,533· 

she.rez of common stock of the par value of $10 c<lch a..'1.d of the 

sggr~g~te ~ar'value of $205,330, to s~11 zaid shares ~t and for the 

price of $16 a sh:lre, and to use the proceeds of $328,528· to 'P~y 

outs~'1.dinz 1ndebtc~~ess ~d to finance th~ cost of ~dditions to its 

telephone plant. 

Applicant is a C~lifor.n1a corporation organized on 

Nov~ber 16, 1910. It::: authorized. capit:;:.l ztock consists of 150,000 

shares of the par v~lue of $lO each, divided into 50,000 $h~rcs of 

5% ~u1ativc preferred stock and 100,000 shares of common stock, 

of which there now are outstanding 13,476 ~h~rcs of preferred ~d 

30,800 zh~rcs of cornr~on stock. Applicant h~s p~id regular dividends 

on its outst~~ding shares of preferred stock 3t the r~t~ indicated 

~d on its outstanding sh~res of common stock at the r~tc of 8% per 

rul.."lU.''U. It reports its investment in telephone pla."lt ond its· opcrz.­

ting revenues ~d net operating income for the ca1cnd~r yecrs 1946 
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A.32089 1001 

to 1949, inclusive, and ror the first e10ven months of 1950, as 

:'0110'\o1s: 

Investr.J.ent Operating Net Oper.lting , 
in Plant Revenues Ineome 

1946 $ 369,492 $152,483 $ll,050 
1947 438,404 189,2:38 13,392 
1948 661,362 ~71,379 27,934 
1949 1.,047,748 309,30$ 32,697 
1950-11 months 1,386,783 318,370 31,979 

On Janu~ry 16, 1951, by DeCision No. 45258, the Commission 

~uthorizod a~p1ie~~t to m~c cert~in ~crc~scs in r~t~z ~hich were 

designed to allow it c return of ~ppror~tc1y $71,000, being ~t the 

rc.te of: 5.36% on ~ rat~ base of $1,334,610. 

In Exhibit B filed in this proceeding, applic~t's ~ssets 

and liabi1itic~ ~s of Novaobcr 30, 1950, ~rc sho~m ~s follows: 

Assgts 

Telephone plcnt 
Curr~~t assets -

Cash 
Accounts rc¢eiv~blc 
Materials ~d supplies 
Pr~paymen ts, 

Tot~l current ~ssets 
Capital stock expense 
Discount o~ long-tcr.m d~bt 
Extraordina~ maintcn~ce and rctirem~ts 
Other deferred Charges 

Liabilities 

Capi tz.l stock 
Premium on capital stock 
Long-ter.:l e.c'bt 
Cu~rcnt 1icbilitios -

Accounts payo.'ble .' 

Total 

Due Kellogg SWi t'chboe:.rd & Supply Co. 
Accrued li~oilities 

Tot~l current liabilities 
Depreciation reserve 
Other reserves 
Deferred credits 
Surplu.s 

Total 
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$ 36,959.23 
13,44';.39' 
77,476.98: 
S,24S.54 ' 

$ 26,526.91 
117,301.90 
J6.411 .. S3 

$1,386,783~S3 

1.36,128.11... 
617.l2 

g,,582.42 
40,7S0.6l 

428.14 

$. 442,760 .. 00 
115,500 .. 00 
600',,000.00 

l60,266 .. 64' 
163,521 .. 51 

4,475..:00, 
704.48 ' 

S6.09?L.6J . 
8&! ~73"'!J20:3& ' 
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The indebtednoss in, t::.vor of Kellogg S'W1 tchboo.rd &: Supply 

Co., which was in~rred for centr~l office equipment ~t ~~e Los 

Gctos exchange, is p~zt due. Applic~t now s~eks, through its ~ro­

posed stock issuc~ to li~uid~tc the acount, ~d other 1ndebtedness, 

ond to obtain funds to increase the capacity of its service ~d 

fo.cili ties in both its Los Gatos ond Morg~ Hill exchanges. It 

reports its proposed disbursecents as follows: 

To p~y Kellogg contract 
To pay in:::to.ll:nent due on long-term debt 
To fina.'lce the cost of addi t:tons -

600 mcss~ge registers 
250 line crossbar additions to 
Morg~ Hill centr~l office 

Motor vehicles 
1,.000 telephones 
Coinbox booths 
PBX SWitchbo:.rd 
Fum1 ture e.nd fixtures 
Central office additions 
Miscellaneous stetion apparctus 
Sto.tion insto.llations 
Drop ond block 
Outside plant 

Tota.l 

$ll7,301.90 
l5,000'.00 

26,547.80 

35,000.00 
3,000.00 

27,,000.00 
2,000:00 
1,500.00 
2',000.00 
6,000.00 
5,000.00 
6,000.00 

12',500.00 
69 , 67S, .. 3.Q, 

~2'8! 528·.0£ 

In lieu of ~omc of the items of pl~t additions, app11cznt 

mo.y elect to, apply om additional $15,000 in payment of its lone-torm 

debt .. 

It ~ppears that applic3nt has not entered into any con-
t 

t~act for the sale of the shares of stock covered by the present 

application but th~t it proposes to offer said sho.rcs to the holders 

of its presantly outst~ding shares of co~~on stock, of rocord on 

January 15, 1951, o.t tho rate of two n~ sho.rcs for each three now 

held ond therc~fter to sell the uns'Ubscri 'bed shares, if o:ny, to tho 

public ~t the s~~e price, th~t is, et $16 a sho.re. The offor to the 

stockholders 'Will r~ain open to the clos·~ of' business on March 18', 

1951. 
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A review of the matter clearly indicates that applic~t 

has need for additional funds to 1~pr.ove its financial position ~d 

to moet its capital requirements. Accordingly, an order ~ll be 

entered. 

o F D E R - ~ .... ~ ... 

The Commission having considered the above entitled matter, 

~d being of the opinion tnat a public hearing thereon is not neces­

sary; that the application should be gr~ted, as herein provided; 

that the money, property or labor to be procured or paid for through 

the issue of ~~e stock herein authorized is re~sonably required by 

applic~~t for the purposes specif.ied herein; and that such purposes 

are not, in whole or in part, reasonably chargeable to oper~t1ng ex­

penses or to tncomc; therefore, 

IT IS HEREBY OP.DERED az follows: 

1. Los Gatos Telephone Company, ~fter the effective date 

hereof ~d on or before December ;1, 1951, may issue and sell, at 

not less thzn $l6 a sh~re, 20,533 shares of its common capital stock 

~d use tho proceeds for the purposes indic::.tcd in this apl'lic~.:tion. 

2. Applic~t sh~l file ~th the Comcission ~ report, or 

reports, as reo..uircd by Genero.l Ord~r No. 24-A, which order, insofar 

~s a.pp11c~ble, is ,made il part 0 f this ordc:-. 

3. The authority herein granted will become effective 

twenty (20) d~ys after the d~te hereof. 
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Da.ted at Son FrOIlc1seo, Ca.lifornia, this /~ d~y of 

Fe'brJ.~ry, 1951. 

'. 
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