
Decision No. 4544.1. 

BEFOP~ THE PUBtIC UTltI~IES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of Roseville Telephone Company~ 
for authority to issue 18,7;0 
shares of its common stock 
at $10 par value. 

) 
· · ) 
· · ) 
· -~-~----------~~~~. 

o PIN iON ----,;:;,._ ... 

Application 
No. 32140 

Roseville Telephone Comp~~y, applicant herein, is a 

California corporation engaged in operating a telephone system in 

and about t..""e City of' RoseVille. In this' application, it seeks 

authority to issue 18,730 shares of common stock at par ($10 a share) 

for ~~e following purposes: 

1. To reimburse its treasury for moneys 
expended from income for additions 
t'o plant . 

2. To pay outstanding notes of $54,500 

;. To ~rovide the cost of add1tion~ to 
plant 

Total 

12,500 shares 

5,450 

7S0 

18.,730 ,shares 

Applicant was org:mized on April 1, 1914. Acco,rding to 

Exhibit A attached to its present application, it had invested 

$287,825.69 in its telephone properties up to November 30, 1950, Md 

had accumulated a depreCiation reserve of $87,291.37. It has no 

long-term. debt nor preferred ztock outstanding, Md except for 

$54,500 of demand notes it has met its capital. 'rcq,u1rcmcn:ts through 

the issue of $62,500 par vo.lue of common stock ald the: usc or earn­

ings i'rom operations.. Its assets, 11a"oi1i tics ond n ct 'Worth ~$ or 
I 

November 30, 1950, are shown in summary for.m as follows: 
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Asseots 

Invest:nent -
Telephone plant 
Less-depreciation reserve 

Net telephone plant 
Current assets ~d deferred debits 
Ot:"er :lssots 

Total 

Li~bilities ~d Net Worth 

Notes paY:l'ble-6%, demand 
Other current liabilities 
Net 'Worth -

Capital stock 
Surplus ' 

Total net 'Worth 

Tot~ 

$287,825.69 
87,291.37 

$ 62 .. 500.00 
, 12,Q,QOO.04 

~200,,534.32 
65,861.94 

921.30 

1267 ,317.56 

$ 44,500.00 
30",317.52 

192', 500; Qk 

$267.317.56 

Since the date or the balance sheet the outst:mding notes 

nave ceen l.l'lcre.:sed to $54,500 principal .:m.ount, representing 

pr~arily, if not cntir~ly, borrowings from stockholders. 

A review of applicant's annual reports and its rin~cial 

statements filed with the application shows, among other things, the 

following data tor ~~e la~t ten ye~rs: 

Net Plant Operating Charges for 
Additions _Revenues Deprceiction 

1941 $11,078 
1942 4,726' 
1943 2,707 
1944 4,273 
1945 2,563 
1946 11,420 
1947 25 .4l2 
1948 23~512 
1949

1
/ 73,166 

1950=t 27,277 

1111 ~onths 

$ 43,992 
52,34J. 
56,623 
68,131 
79,,924 
90 226 
102~207 
112,458· 
125" 566, 
133,408 

$4,289 
4,508 
4,337 
4,390 
4,380 
4,592 
4,118 
6 124 
7~728 
8,800 

Not Diyidends 
Income Amount R&te. 

$11,675 $6,250 lO.O~ 
10,422 6,250 lO.O~ 
12 610 7 187 11.5% 
11~346 7~500 10.4~ 
16,55S 7,812 12>.5~ 
21,579 8,l25 l.3.0% 
2l,766 8,l25 13.0~ 
19,685 8,125 1~.0~ 
22,747 8,125 13.~ 
21,291 8,125 1:3.05' 

The outstanding stock con~ists of 6,250 share~ of the par 

v.::t1ue of $10 c~ch but wi t..lt c. book vnluc 0 f ~ppro"imtl.telY $3l a sho.rc 

on the b~sis or tho balance sheet figurez or November 30, 1950. The 

"" net income or $21,291 for the first 11 months of 1950 was cquiv~l(:%lt 



to ~ return or approximately 34% on the par value of the outst:mding 

stock but to a return of approximately 11% on the book value of such 

stock ~t the close of ~~c period. 

It appec.rs that applic:mt is of the opinion that the out­

standing shares of, stock more ne~rly should reflect their net ~orth. 

It proposes, if authorized by the Commission) to issue l2,500 shares 

against its undistributed earnings ~d to distribute such shares as ~ 

stock dividend to the holders of the presently outsttmding 6,250 

shares, thereby tr~srerring the zum of $125,000 from its surplus 

account to its capital stock account ~d reducing the book v~ue of 

the outstanding shares to approximately $10 each, the sto~~oldcr$T 

total investment in the buSiness remaining \ln~f1"cctcd by the tr~.ns­

c.ction. 

In presenting this matter to the Co~~ssion, applicant 

reports thct in order to meet deronnds for improvoO. znd add1t1on~1 

service it is fc.ccd. 'With a construction progrom during the next three 

years involving the expenditure of approxim~tcly $270,000 1"or contr~ 

office dial eqUipment, dial stc.tions ~d outside ~l~t; th~t it is 

endeavoring to noeotiat~ c 1c~ to provid~ the estimated coz~s; ~d 

tr!at the prospective lenders have indic~tee applicznt first should 

incrc~sc the per.m~ent ~quity capital. The issue of stock as here 

proposed 'Will result in perm<mently co.pi tali zing expenditures or 
$125,000 and to that extent wlll restrict the ~thdrawal of c~sh f~om 

the business znd zhculd strcng~~cn the credit pOSition or ~pp1lccnt. 
Further, ~~c transaction, if consummated, ~ll reduce the book-value 

per sho.rc of the holdings or the present ztcekholclers to o.pproxiIlUltely 

the s~e ~~o~~t at whiCh applicant now proposes to issue addition~l 

sh~res for the purpose of paying its outstanding notes 01" $54,;00 znd 

of financing ccrtcin expenditur~s ezt~~ated at $7,800 which it pro­

poses to make forthwith for additional facilities conSisting of. a 
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three-position switchboard to be purchased from Gilroy !elephonc Com­

pany, an addition to its telephone building and 2,500 feet of cable. 

A review of the application clearly shows that applicant 

has h~d earnings from operations in excess of the proposed stock 

dividend1 tha.t it had need for such earnings in expanding its plant, 

. ~~d th~t it invested the s~e in its properties in lieu of distri­

buting them to its stockholders. Under the circumstmlces set forth 

in this proceeding, a.."ld considering particularly ~pplicant! s need· for 

additional funds which it expects to obtain from borrowings, it 

appears that the Commission is 'Warronted in authorizing the issue of 

stock as proposed. 

The CO~~$sion having considered the above entitled matter, 

and being of the opinion that a public hearing th~reon is not neces­

sary; ~~at ~~e ~pplication should be granted, as herein provided; 

t..'l-J.at the money, property or labor to bo procured or pD.id for through 

the issue of the stock herein authorized is reasonably required by 

~ppliccmt for the purposes specified herein; and that such purposes 

are not, in whole or in .po.rt, reasonably chargca.blc to operating ex­

penses or to income; therefore, . 

IT IS HEREBY OlIDERED as follows:· 

1. Roseville Telephone Compcny, after the ei"fecti vc da.t0 

hereof and on or before Septem~er 30, 1951, may issue at par not 

exceeding 18:730 shores ot its co~~on stock for the purposes set 

ror~~ in this applicction. 

2. Roscvllle Telephone Company shell file With the Commis­

sio~ ~ report, or reports, as re~uircd by GcnerawlOl"der No. 24-A, 
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which order, insofar as applicable, is mad~ a part of this order. 

3. The ~uthority herein granted ~ll become effective 

twenty (20) days ~tter the date hereof. 

Dated at San Fr~~c1sco, California, this 

MarCh, 1951. 
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