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Decision No. 48904 

BEFORE THE PUBLIC UTILITIES COr--J.1ISSION OF THE STATE OF CALIFOFJ.~IA 

In the Matter of·the Application of ) 
· -, . · LOS GATOS TELEPBONE"COl~ANY, . .. ) 
· · a :corporat10n, for 'an 'order author- ) 

.1'zing it to issue and sell an add1- : 
tional 29,773 shares of its preferred ) 
stock. • 

-------~------------) 
.. 
\ , ' 

Application 
No. 34575 

L"l this application ',Los GatOs Telephone' Company seeks 

authorization to 1ssue and sell, at par for cash, 29,773 shares of 

1 ts 5% preferred stock 0 t, the p~r value of $10 nnd of' the aggreg~te 

par voluc of $297,730 for the purpose of paying indebtedness" of 

financing the cost of equipment mld of providing 'Working c.:lpi tel. 
I ' '. , • ~ t ' ' . 

I 

Applicant 1ntend's'ltol o,ffe'r-'the shares of preferred stock 

to . the holders of its outstanding: shares·~r common stock at the 

close'of, business on July 24, 1953~· for subscr-lption on or before 

August.26" 1953,on ,the:-bo.si,s'of '~58'sh:ire of preferred stock for 

each::one sho.re',of'commoIl.':stock then held,' at a price of $10 a share 
, , -

payable in cash at the time of subSCription" and to: sell to the 

genercl public '::t~"the, same price any 'of said 29,77;; shares. of ;>re­

ferred stock"not tru-:en by sharehol6.ers. If'it is successful in 
(1'" 

disposing of, its shar,(.:~ it intends to use the proceeds for the 
,'. 

following purposes: 

-1 
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To p~y outstanding notes -
Central Bank of Calif,ornio. 
Crocker First Nat10nal B,enk 
Pacific Mutual Life !nsurDnce Company 

Sub-total 

e, 

$135,000.00 

To pay Kellogg Sv.i. tcllboard &: Supply, Company 
To pay for central office equ.ipro.~t at ' 
Los Gatos .. 

15,000.00 
.12,\-000 .. OQ 
1651000~OO" 
106,50$.l$ 

To provide working capital 

Total 
• 

20,820 .. 39' 
5,11)4.9:3, 

$297, 732 . 90 

In presenting this application to·the CommiSSion applicant 

h~s filed as Exh1'bi t Bits finea.cial statem.Em.t shOwing, among other 

th1ngs, 1 ts balance. sheet as of May 31, 1953, .::. sUmmary of the S<lme 

be1ng as follows: 

Assets 

Telephone plant, less depreciation reserve 
CUrrent ~ssets -

Co.sh 
Accounts rccciv~b1e 
Materials and ~pplies 

Total current assets 
Deferred charges ' 

Liabilities 

Long-term debt 
Current 110.."oi11 t1e-s -

Notespa:rable . 
Accounts 'payable 
Othereurrent 11ab11i ties 

Total current liabilities 
Reserves 
Preter:redstock 
Common stock equity 

Total 

Total 

$ 54,246 .. 50 
:;5,780 .. 29 
77,653~g5 

$165,000.00 
l62,.646w 81 

79.551.74 

$2,010 ,i.}90 ~95 

167,680.64 
102, 681.9.4 

i2! 280 1 852. 6;;; 

$ 540,000.00 

407,l98.55 
15,775.56 

476, 980.00 
840',898.52 

i2 'z280 , 852. 63 . 

For the l2 months of 1952 ~pplicDnt reports opero.t1ng 

revenues of $588"l79.21 :mdnet income for the year 01',$;6',157.0.3,' 

~d for the fi:rst rive months of 195.3 operating revenues of 

$27.3,586.8l and net income of $:;0,8;0.90. It appears th3t applicant 

regulilrly has paid the cumulative dividends on its outstanding shares 
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of preferred stock and, in addi t1on" has paid diVidends at the rate 

of S% per ann'Um on ,i ts outstanding shares of cOIllmon stock • 

. In support of 1 ts request to issue addi t10nal shares of 

preferred stock, applicant reports that it has need for the proceeds 

to reduce 1 ts outstanding current l1abi11 ties in order to mD.1ntain 

it's credit rating 'With manufacturers and suppliers. In addition it 

sets forth in its application that it is contemplating'refinzncing 

its existing long-term debt and increasing the runount of i ts1x>rrow-' 

ings and that the proposed lending agency has requested. that f1rst it 

increase the amount of outsta.."'lding stock. Applicant's program of 

issuing shares of preferred stock at this time tor the purposes 1nd1;;" 

cated will effect ch.;mges :in its capital ratios, as follows:' 

May 2~:J 1222' prg Form~ 

Long-,texm debt 27% 25% 
Other notes 8 "I -- -Sub-total ;'5 25 
Preferred. stock 23 .36, 
Equity capital ~ -29.. 

Totals, ~ ~ 

A reVie,\\· of the applic~t1on indicates that the proposed 

issue of shares 0:'£ stock 'Will improve applicant's financ1,<:'.1 position 

by reducing its outst.:lnding current liabilities and will provide a 

broad0r'toundation upon w.hich it can base further debt £in3ncing 1n 

the .future. MJ. order 'Will 'be entered gronting the application, such 

order to become effective at once so'as to enable:app11cant'topay its 

outstanding indebtedness" as proposed, ~thout further delay. 

'!he Commission having considered the above entitled matter" 
\ , ' 

arid 'being of' tlleopinion that,' a public hearing is not necessary, that 
, 

-;, 
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the app11cntion should be granted, as herein provided, that the 

money, l'roperty or labor to be procured. or pDid for 'by the issue of 

the shares or stock herein authorized is reasonably reqUired 'by" '-" 

applicant for the purposes specified herein, Me. that such purp'o,ses 

ere not, in whole or in pa.rt, rec.sona'bly chargeable to operating :ex-
penses or to income; therefore, 

IT ISH EREB~ ORDERED as follows: 

1. Los Gatos- Telephone Company may issue ond sell '29,77'3' 

Shares of its 5~ preferred stock, at par for caSh, on or 'before ' 

Jruluary 31, 1954, and use the proceeds for the purposes set forth in 

this applic~tion. 

2. Applicant shall file 'With the Commission monthly re­

ports as required by Genernl Order No. 24-A, 'Which order, 1nsor~r as 

e.pp11c,,-ble, is made a part of this order. 

3. The author~ty herein granted will become effective 

upon the d.:lte hez:eof'. 

D~ted atS~ Francisco, califo~ia, this 

August, 1953'~; 

dey of 

.I 

,",;, .. -'\'.'.' 


