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Deciszion No. MR .

BEFORE THE RAIIRPOLD COMUIISSION OF THE STATZ OF CLLIFORNIA

In the Matter of the Appliéaticn of )

DOS PALOS TELEPEONE COMPANY, )
& corporation, Tor authority To issue 3
stockKe

Applicetion No. 17277

Zraest Irwin, Zfor epplicant.
L. S. Wing, Tor Californiz Ferm Bureev Foderation
and Dos 2azlos Farm Centex, inverested partiec.

BY THE COMISSTION:

02 INTION

In the above entitleld proceeding Dos Palos Telephone
Compeny requests permission to izsue $26,300.00 of 1ts common

capital stock, comsisting of 26,300 shares of the par value of

$1.00 each, and $0 deliver $5,000.C0 thereol in reimburzement of

1ts treasury and to sell {21,300.00 a% ninety cents a share 4o
pay outstanding indedtedness.

Dos Palos Telephone Compazy, & corporetion orgenized
on or about January ll, 1509 under the laws of the State of Cal-
iforaia, is engaged in operating o telephone sysvem in the town
of Dos Palos ené surrounding territory in Yerced and Fresno Coun~

ties. Az of Decembder 31, 1630 it reports its assets and




liebilities as follows:~-

ASSETS

DPlant end equipment . . . . s . e e s s 0 s o e s o 0530,790.64
C& Sh * - - - - - - - - - - - L] - L ] - -* » » - - L] L4 L J 360 012
Due from subscribers and GSEATS + o« « o o o o o o 294.79

MB.'C@I'i&lS &nd. SupPlies * o o s &+ ® o = e » & & @ - 11345094

Tot&]- as uu-.-...-..-..--'&32.791.49

LIABILITIES

Cdﬁit&lutock....-.........-..-. 35,503-00
ACCOunts DAYADLE ¢ & ¢ o 4 4 ¢ e e 2 e s 0 s e s s 19,234.65
Depreclaltion IeSOYVE 4 o ¢ ¢ o o o o ¢ a v & o o » g,ggg.gg
Surplus - - - - - - [ 4 - - - - L] - - - - - - - L J - - -
Totel 11abilitleSeccecs.. 302, 79149

A% the hearing held in this spplication to iséﬁe eéti-
tionmel stock against the properties, Zrmest Irwin, on behalf of
applicant, testified that irn his opinior the figure representing
plant and equipment does not reflect the actuel cost thereof because
in the past depreciation in some cases has been deducted from the
Tixed cepital and because inaccurate records were kept, and thet he
believed the historical coct of the properties as of Jexuery 1,193,
%0 be $40,790.23, ms shown iz his Exhidit No. 6. On this point,
reference also might be made to am appraisel made by Z. W. Vatsoz,
one of the Commission's assistant engineers, and introduced in%o
“he record in Appliﬁ&tion No. 17278, & rete proceeding heard con-
currently with ‘his application, wherein the historicel cost of the
properties a2s of April 30, 1931 was estimated at $35,131.08. How-
ever, we &o not feel 1t necessery in this proceeding to make & Tind-
ing of the wvalue of applicant’s properties azé will not in this
proceeding pass on the various figures.

The record ir tais matter chows that the control of appli-

cant’s affairs passed into the hends of S. D. Crowe durizg January,
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1930, and thet immedietely thereafter there was inaugurated 2
progren of recoﬁstruction and improvement of applicant’s fecili-
ties, during the course of which the old exchange buil&ing was
repleced by a modern exchange and gerage building, *the grounded
system iz large pert was replaced by a :etallic‘system,‘the ma-
jority of the old poles ir Dos Palos were replaced by mew and
larger poles and open,wires'were replaced by cable. In Zxhibit
No. 7 filed at the heering the expenditures for plant and equip-
ment during the period from Jenuery, 1330, to and including Jpril,

1931, were rcported zs follows:~

ITEXYS :ADDITIONS RETEENENTS: NET
h&nd and- bﬂidlﬂso.......o.o..--.916675-3.9-.0 J- 3005 66-9 d 772.‘8\5
Contral office eguipment cececas: 550.36:. 2T 550,36
Station equipment ecevevescnseeas: 1,606.16: 645.73: 960.43
Exchange lineSecececccacessocansal 10 299.29: 3,047.44: 7,251.85
Generel eQuipnontecececescncnaass 1 141.59'A 2.73: 2,138.86

ToTﬂ..........----....---$23 673.09 4 999.26 LJ.B 674-03

The helance sheet appeaiing in this opinion sﬁows outstand~
ing accounts payadble of §19,234.65, bdormowed Irom Mr. Crowe, which,
it is vestified, have been used in making the additiorns and improve~
ments to0 the plent znd facilities. It is planzed by Mr. Crowe 4o

take stock of the corporetion, &t ninely, in peyment for his ad-

vances.

Coming o0 the Tequest of the compeny to issue $5,000.00 of
stock ir reimdbursement of its trezsury, 1t appeers that it igs 1ts
intention after reimdbursemexzt VYo distribute such stock %o 1ts stock-
holders as a2 s5%0¢k dividend. In support of The request the com~-
pany reports, as ol Decembexr 3L, 1930, & corporste surplus unéppro—
priated of $5,083.25"whidh it elleges represents surplus earnings
from the opération of 1tz dusiness that have beea used 1ir the conL

struction and dhetterment oL itz plant and equipment.
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Reviewing the evidence in +this matter, we-do not delieve
that we cen grant the company's request without some modification.
In the ITirst place, in our Opinion, 0o showing has been mede whick
7ould werrant us iz permitting the issue by applicant of its stock
at ninety percent of its par value and such suthority as we will

rent hereiz will euthorize the disposel of the stock at ite per
value of $1.00 a share.

In conmection with the reguest To0 izsue stock in payment

2 the edvances of $19,234.65, the record shows net expenditure Lor
capital purposes, financed with zuch advgnces, of %18,674.3% and

it therefore appears T0 us the amount of stock %o be Lssued should
be limited to that sum. It clearly appears, hovever, thatv appli-
cant's surpius earnings have dbeen invested in 1fs properties and
applicant zmey, if it so desires, issue additional stock; gpproximat-
ing $560.00, as set forth in the order Tollowing this opinion, .to
reimburse its treaswry and therealter to pey the bhalance of its
indebtedness. ,

The proposal of the compeny to distridute $5,000.00 of
stock as a dividend would result iz materially reducing itz surplus,
whick 1is Teported at only $5,083.25 on December 31, 1930. In view
oL the reconztruction progrem now being'followea by aepplicant and
of its proposed readjustment in 1ts rete schedules, as regquested

Application No. 17278, nmow pending, we do 2ot believe the reduc~
tion, and practically <he eliminstion of 1%z surplus balence is
desireble. The order herein, accordingly, will limit the issue of
stock for this purpose, to $3,000.00.

ORDER

Dos Palos Telephore Compeny keving applied to the Rail-
road Commission for authority 4o issue $26,300.00 of stock, a pudlic

nearing having been held before Examiner Tilliams, and tke Railroad
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Cozmission being of the opiznion that the oney, properiy or lebor
%o be procured or paid for through the issue of 322,234.00 of stock
1g reasonadbly required for the purposes specified herein, whick pur~
poses ére no% in whole or in part reasonably chargeable to operating
expense or to income, exd that the Tequest to issue The remaining
4,086.00 of stock should be dismissed without prejudice, therefore,
IT IS EEREEYJOEDERED thet Dos Palos Televhone Conmpeny be,
and it heredy is, authorized to issue, at znot less then par, on
or before September 30, 1931, not exceeding $22,234.00 par velue of
145 commor capital stock.
The authority herein granted is subject to {the following
conditions:~

1. Of the stock herein eutkorized $19,234.00 thereo? may
be s0ld at no+t less then par”and $18,674.00 of the
proceeds used to pay in paxt outsfam&ing accounts
payeble end $560.00 of the proceeds used %o reimburse
1%s treasury in part and thereaflter to pay indebted-
ness. The remeining $3,000.00 of *he stock herein
Aauthorized mey be issued at par to relmburse Iits
treasury, provided that thereafter 1t is distriduted
to 1ts present stockholgé%ﬁ?%ciﬁigee%mitted by law as
a svock dividend.

2. Lpplicant shall keep such record of +the issue o7 the
stock herein a2uthorized and of the disposition of the
proceeds as will enable it to Iile, on or before the
25th day of each momth, & verified report, as reguired

by the Railxocd Commission's General Order No. 24,

vaich oxler irnsofar as appiicable, iz mede o ypars of

Tthis oxlere.




J« The authority herein granted will become effective
twenty (20) days from the date hereof.
I? IS EZREZY FURTEER OXDERED thet the epplication insolfer
as it relates Yo the issue of The remeizing %,066.00 of s3%ock
be, and it heredy is, dismissed without prejudice.
DATED at San Trencisco, Californie, thie Ldzz day of
Il a4y, 193Le
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