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Decision 'No. 51916 

BEFORE TE.E PUBLIC OT!LITIES CO;I'.MISSICN OF THE STATE Oli' CALI.F"CP.NIA 

In ~~e Matter of ~~e App~ic~tion of ) 
· · LOS GATOS TELEPHONE Cm1P ANY;1 , ) 
· · .:. CoJ.ifornic co:rpo::-~~tio:l, fer :.n order ) 

a~thorizing it (~) to issue ~d zell : 
$350,000 prL~c~p~l ~ount of First ) 
Mo:rtg~ge Bonds, 4-1/4%, Series B, Due . 
Septe~be:r 1, 1980, (b) to execute and ) 
deliver ~ First Supp:e~cnt~l Indenture • 
as of Scpt~mber 1, 1955, to set forth ) 
the specicl terms ~~d provisions in • 
res"Oect of s~id series o! Bonds and to ) 
secure s~ie 'bonds, c.nd (c) to apply : 
~~e proceeds of sale of s~id Bonds to- ) 
....,,~.rd the peyment of unsecured notes : 
outst~~din~ and to be outst.:.ndins' ~d ) 
the reimburzcment of its trecsury. : 

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

O'?1NION 
~~ .... "-"---

Applico.tior.. 
!lo. 37195 

In this ~~p1icntion Los Gatos Telephone Comp~ny seeks 

~uthorization to execute 3 supplemcnt~l indenture and to issue ~d 

sell $J50~OOO in principal ~ount o! First Mortgage Bonds, 4-1/4%, 

Ser~cs B" Due Septem'ber 1" 1980, for the purpose of liqui<!.:lt:i.ne 

indebtedness ~d of reimbursing its trc~sury for expenditures m~de 

in c~rrying on its construction proer~. 

Applicr~t is cngoged in furnishing 10c~1 end toll telephone 

service in .:md ~bout Los C.:ltOS,7 Ivlorgan 1·1111 .lnd Novo.to. A s'UDlrJnry 

stDte~ent indico.tine its results or oper~t1ons tor the last two 

CD-lender yc~!'s and for the first, six :lonths of 195" is ~.S fo11.ow5: 



Oper~t1ng revenues 
Gross income 
Fixed. charges 
Bo.lo....'"lce 
Feder~l income taxes 
Net lncotle 

1953 

$67S,,3.33 
159,36J 

26,875· 
1;1:2,508 
61,869 
70,639 

1951k 

$768,599 
19.3,730 
31,94l 

161,789 
76,116, 
85·,67.3 

1955 
.r an . -.Tllrl0 ' 

$419,912 
121,0,67 
27,.340 
93,727 
45,480 
48,247 

Under authorization gr~ntcd by Decision No. 50481, dated 

August .31, 1954, ~pp1ic~t executed an indenture of mortgage and 

deed of trust on its properties and issued and sold $1,100,000 of 

4-1/4% 'bonc'l.s of Series A, due July 1, 1979, or which $1,07S,000 

remain outstanding at present. Appl1,c~nt t s fina..'"lc1al condi tion a~ 

of June 30, 1955, is indicated in the following condensed balance 

sheet: 

Assets 

Fixed assets, less depreciation reserve 
CUrrent ~ssets -

Cash and deposits 
Accounts receivable 
Material and sunn1ics 

Xot~l current~~ssets 
Deferred charges, 

tiabi1iti~5 end Capit~l 

First mortg~ge bonds 
Current li~b1litie$ -

Notes p~y~blc to; b~ 
Accounts pay~ble 
Accrued· payroll and t~xes 
Other current li30ilitics 

Total current li:l.bilitics 
Deferred. credits 
?:-e:fcrred stock 
Common stock eqUity -

CO:wlonstock 
Premium on stock 
Earned su::plus 

Totel common stock eqUity 

Total 

Tot.;:!.l 

$200,.000 
89,762 
85,4.37 
2'4,843 

513,;3;30 
238?69S 
1~5!929· 

$2,766,941 

272?682 
81,442 

$3? 1'-1 ,065' 

$1,07 S ,'000 

400,042 
10,.326 

774,710 

857.937 

From ~ review of the fin~ci~l statements filed ~th the 

Commission ~nd referred to herein, it appears that applicant h~s 

earned its fixed charges .:'.pprOXilnc.tcly six times during 1953 and 

-2 



A • .37195 

1954 ~d somewhct in excess of four ti~cs during the first h~l! of 

the current ye~r, the dccllne being o¢c~sioned by the increased 

interest reC!,uiremcnts in connection vti th the bond issue cl:uring the 

lo.tter pe.rt of 1954. Appliean,t he.s met its obligations witl'l resJ)ect 

to outst~ding sh~res of preferrod stock nnd for ~ number. of ye~rs 

hf'!.:: p~id dividends on its outstZ'!.nd1ng common 5h:::.!"~s Olt the r2.te of 

8% :per ~U!n. 

:'rom t1=1e to time appliccnt hcs come 'before the Comm:l.ssion 

for ~utr.or1z:::.tion to adjust r~tes ~nd to issue securities and the 

Commission is famili:::.::- With its operations o..."ld with the dCmMds for 

se:-vicc With which it ht'.s been faced. Information on rile shows 

t..'l:::.t the sto.tions in se::-vicc h~.ve increcsed from 8,482 :::.t the 

beginning of 1953 to 9,$17 ~t the end of 1954 ~~d to 10,293 ~t 

June 30, 1955. In mcct:tng the requirem~nts of its cubccrib~rs 

~pp11ecmt has increased its ccntrc.l offie\: eO:\li:om~nt ~t Los G~tos 

:md Morgan Hill ~nd, on July 17, 1955, convorted its Nov~to cxeh.:'lngc 

to di~l oper~t~on With Kellogg SWitchbo~rd & S~pply Comp~y eroz$-b~r 
equipt'l~nt. 

It ~pp~~rs th~t it is, ~d h~s b~cn, applicantTs pr~cticc 

to fit.k~ce itself tcmpor~rily With uns~cured chort-term notos to 

B~~ of P~crica National Trust and Savings As~oei~tion, th~t 

presently, ~~ shown by the prcced1r.g o~!ancc sheet, it is ind~bted 

to the b~nk in th~ ~ount of $200,000 1 ~d thnt it ex~ects this 

~ount will incre~,se to $350,000 before the is,,su:mC0 a.nd scle of 

the proposed Series B 'bonds. App11c~.nt (I.sserts tllC.t this indebted

ness h~s oeen ~d will be incurre~ in order to p~y for pl~nt ~ddi

tions end betterments nne to ::-0imours~ its tr~~sury, ~s shown in 

:£x.i.i'bi t F att~cb.ccl. to this C.:opJ.ication,:l ~s follows: 
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A. Contr~ct With Kellogg Switchbo~rd ~~d Su~ply 
Company to furnish and to 1nst~ll dial 
centr~lo:rficc ectuipment for 960 l~.nes of 
cros$-b~r e~uir.mont at Nov~to for ~ tot~l 
price of $l54, 931.11 (including contract 
~r1ce and sales and use tax ther~on) on 
which there remains the final two-thirds 
payment due about September 15, 1955 

B. Contr=.ct 'With Kellogg Sw-ltchboar,d Cond Supply 
Co:np<::.ny to furnish dial centr:.l office 
~'luipment to provide 500 ~dditioncl lines 
and 1000 connector terminals at Los C~tos 

C. Contract With Kellogg S~tchboard and Su~ply 
Company to !urnis~ dial cer.tr~l office 
equipment to provide for tho addition or 
100 lines ~t the Morgan Hill centrnl office 

D. For roimburse~ent of money ~ctu~lly expendod 
from inco~e since Jan·u.~r".r 11 1955 , to pur
ch~se the folloWing new telephone pl~t for 
all excl'" .. anges: 

Station ~~p~ratus 
CZ'.ble 
Cable terminals 
~Ti:rc 
P~yroll ch~rg~d to construction 

$51,127 .. 62 
4S~877.62 
4,117.46 
3,725 ... 30 

_33?~57.78 

E. Est~ted cost of new $350 , 000, Series B, 
4-1/4% bond issue to Occidont~l Life 
Insur~nce Comp~ny or C~lifornia 

Total 

$101,494.02 

96,432 .. $8 

7,667.32 

141,405.78 

3,000.00 

.$350.,OQO.00 

The Series B bonds Will be d~tcd ~s of September 1, 1955~ 

Will mature September 1, 1980, ~d will be~r inter0st at the rete 

of 4-1/4% per ~~um. Applicant proposes to sell them to Occidental 

Life Insur~~co Company of Ca1iforni~, the holder or ~~c presently 

outstanding oonds of Series A, ~t their principal ~ount plus 

o.ccruod interest from ScptG:mber 1, 1955, to tho closing clute. The 

effect of tho issue ~nd s~l~ of the ~dditional bonds on app11c~tfs 

c~pit~l r~tios is indicated in th~ ~olloWing tcbul~tion: 

Bonds 
Pr~:rcrr~d stoel.;: 
Ea.'ui ty ce:pi tCt.l 

Totc.ls 
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Pro Forrn~. 



e 
A.37195 EL 

Op~n ~. review of th\?: "'1'p11c~tion wo ere of the o?inion, 

th~t ~~p11cant ·~11 h~vc neod for the bond proceeds to meet its 

short-term o'blig::.tions ~d to i!'llprovc its f'in~"'lci.;,.l position. 

Accordingly, ~ order autho:-izine tho issue end. sD.le of' tho 

t350,OOO of bonds epp¢=:.rs to be: wc.rrc.ntod .. 

o R D E R -- ....... -.-. 

The Co~~ission h~ving e~nsidcrcd the aoov~-cntitl¢d 

~~ttc~ end boing of the opinion that ~ public he~r1ng is not 

ncccsscry, th~t the a,plic~tion should be gr~nted, ~s herein 1'ro-

vidcd, th~t the ~oncy, property or l~oor to be procur~d or ?~id for 

by tho issue and s~lc of the bonds heroin ::.uthorizcd is rcasoncbly 

rc~ui=cd by ~p,lic~nt for ti10 purpos~s spccif'i~d hor~in, and th~t 

such purposes, except <:"S otherw-lsc c:uthoriz~d, o.rc not, in ·.vhol~ 

or in p~rt, !'e~sono.bly chilrgca.bl¢ to o,cr~.t1ng ,~xp"nsos or to 

inco~e, ti10refor0, 

IT IS HEREBY ORDERED ~z follows: 

1. Los Gntos Tc1ophon~ Comp~y, on or ~fter the ~rfect1vo 

do.te hareoi' c.nd on or before December .)1, 1955, m:?y exccutv c. fil'st 

supplcmcnt~l indcnturo in, or suostcnti~lly in, tho s~e form ~s 

~~at filed in this procccdine'as Exhibit A, ~d may issue ~~d sell 

not to oxcood $350,000 in princi!'o.l ~ount or :First l-!ortg:lgc Eonds, 

4-1/4%, Series B, nu.:: Sept~:lbc:- 1, 1980, :It not l~ss than their 

princ1r-~1 ~ount plus ccc~~0d intercst~ for the pur,os~~ sotfo~th 

in this ~:?p1ic~tion. The o.ccru~d intcr~st to be rc:ct.;.'ivec'i. tlcy 'b\: 

used for such. purpos·.:s or for gener!:.l corpor.:'.:.te Durposcs. 

2. Los Getos T~lephone Co~p~y shell fi1cWith the 

Commission monthly r·~ports :.s roo:1)ircd by G<:ner:tl Order No. 24-A, 
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whiCh order 1 inso.f'cr tlS .:!.pplic:lblc, is :m~,de 0. pert of this ordc::". 

). !he ~uthor1ty her01n gr~ntcd Will becomo effective 

when ~pplicant hcs p~id the feo prcscrib~d by S~ction 1904(b) of 

the Public Ut11iti~s Cod~, which f~e is $350. 
I 

,-j;{' " 
D.ltod :lot __ San __ Frn.nciseO __ • ___ ~ C~liforni~, this /"d~Y' 

~I"-&.h1~ei-
of ~, 1955. 

, .. ", CO%!lm1ss1on~rs 
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