
• A.33l71 NM\1 

Deci sion No. 46825 

BEF'ORE THE PU'BLIC UTILITIES COMMISSION OF THE. STATE OF CALI:E"ORNIA 

In the Metter of the Application of 
LOS GATOS TELEPHONE CO!'-1P.Al.~Y, a 
corporution, for an order authorizing 
it to issue and sell an additional 
34,222 shares of its preferred stock. 
-- __ illlllW ______ ,.., ________ _ 
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Application 
No. 33171 

This .is :.;n applic.::.t1on for an order authorizing Los G,';lto:' 

':r('lephone Company to issue and sell, at par for cash, '34,222 shares 

o~ its 5% cumulative ?~eferred stock of the par value of $10 each, 

:::.nd of the aggregc::te p~r value of $:342,220, for the purpose of puy .. 

ing indebtedness and of financing the cost of addit1on~ to its 

plants, properties and equipment. 

Applic8nt is a public utility telephone co.rporation 

o~er~ting dial exch~ges at Los Gatos and Morgan Hill and e manual 

exchange at Novato. (1) It repol~ts that it is necessary for it to 

install additional centru1 office eqUipment, telephones and outside 

plant in order to increDse the CD.pc.ci ty of i ts f~cili ties and to 

cxter.d its service in all three of i tc cxchang(;:s and t·o acquire land 

~d f~cilities looking tow~rd tee conversion to dial operation in 

its Novato ~xch~ge, and that it will be cnlled upon to spend 

$342,220 for these 'Purposes :md for the repayment of current ob11gr.!.­

tions incurred in meeting cc.pit~l requirements, ~s follows: 

At the close of 1951 applic~t reported 5,254 st~tions ~t Los 
Gatos: 761 at Morgun Hill and 1,501 at Novato, ~ total of 7,516. 
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Short-term note to Central Valley Bank 
Account payable to Kellogg Switchboard 

and Supply Company 
Installment due Narch 1" 1952" to Pacific 

Mutual Life Insurance Company 
Hospital board 
15 coin boxes and 4 booths 
1,095 telephones 
St~tion installations" drop and block wires 
700 centr~l office connectors 
Extended service equipment 
Additionc:l trunks 
GQrago at Los Gatos 
Pole lines 
Land and building at Novato 
Aerial c~b1e snd wire 
Misccl1;meous 

Total 

$ 74,,32.0.00 

54,,000.00 

15,000.00 
2,,500.00 
3,,100.00 

32" 707-.65 
17,,223.75 
55,000.00 
15,,000.00 
1,100.00 
9,700.00 
7,522.00 

15,,000.00 
29,,358.02 
10,688.58 

1?42.220.qg 

E~1ibit B filed in this proceeding shows applicant's net 

investnent in plant in service ~d under construction at 

$1" 531, 60S. 59 and indicates that such invest.l1lent 1'1:;.:: been financed, 

in p<lrt, through the issue of an installment note to Pacific Hutuol 

Life Insurance Company in the ;;1.inOunt of $5$5',000 as of Decet!1.be:r.- 31" 

1951, and the' issue of shares of preferred stock" si~ilar to those 

now proposed to be issued, of the aggregate par vnlue of $134,,760, 

~~d sh~res of co~on stock of the aggregate par value of $513,,330, 

which" however, were sold at a premium of $238,698. TAp. e~~ibit 

shows current assets of $208,108.26 and current liabilities of 

$231,045.54" including those now proposed to be paid. 

The issue of the shares of preferred stock now under con­

sideration Will improve applicant T s financial position through, the 

payment of current liabilities and will provide a ,brocldcr 'ba.se of 

stock c~pi ta.l in its structure in the event it finds it necessc.ry 
. . , 

or desirable to consider additional debt fin~cing in the future. 

Accordingly, an order grnnting the opplication will be entered, to 
• I 

be effective a.t once so as to per-nit applicnnt forthwi th to under-
, 

take the sale of such shares ~d to disch~rge its outstanding 
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indcbtedne~s ~s soon ~s possible. 

Appliccnt proposes to offer its sh~rQs of preferred stock 

for s8.1c:, at pc..r for cash, to holders of i ts sh~.res of common stock 

on the bo.~is of two of said sh.:trcs of preferred stocl~ for each three 

sh~~rcs of corr."llon ztock, to be subscribed and paid for on or before 

April 21, 1952, ~d there~fter to offer any sh~res not so sub­

scribed ~d po.id for to bona fide reside!'lts of the State of Cali­

fornia for s~le at the s~e price on or before Deca~ber 31, 1952. 

The C0I:'ll'!1iss10n having considered the ~.bove (entitled matter., 

~d being of the opinion th~t ~ public he~rino thereon is noy nec~~-
S.'lry; that th~ E1.pplic.?tion should be gran ted~ cos heroin provided; 

th~t the money, property or l~h'r to be procured or paid for through 

the issue of the shares of stoct'=. herein authorized is reasonably 
. 

required by applic['nt ;foZ' the pllrposes spcci:fied herein; Zlnd that 

such purposes are r .. ot, in whole or in part, reasonably chllrgeable to 

opcr~ting expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Los Gatos Telephone Company, nft~r the d~tc hereof nnd . 
on or before December 31, 1952, m~y issue ~d sell, at par for c~sh, 

not exceeding 34,222 shares of its preferred ~tock and. use the 

proceeds for the purposes set forth in this ~pplic~t1on. 

2. Los Gatos Telephone Comp~y shall file with the Com­

mission monthly reports ;;1.::; required by Gener.:!.l O'rder No. 24-A, which 

order, insotc.r :::5 ::::.ppliccblc, i~ m~de a part of this order. 

-3 

.. 



. '. I . 
• I 

A • .3.3171 MMW 

3. The suthority herein gr~ted ~lll become effective upon 

the d::..t<? hl?reof. 

:zto 
Dated ~t Son Fr~cisco, C~lifor.ni~, this Jl --- d~y of 

~·1~rch> 1952. 
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