L DRI
Decision No. 434474 Wi ~@F@£@ ﬂ.,_

BErORE THE PUBLIC UTLILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )

of Roseville Telephone Company, :

for authority to issue 18,730 ~ ) - Application
shares of its common stock : No. 322140

at 810 par value. ) |

QELINIQON

Roseville Telephone Company, applicant herein, is a
California corporation engaged in operating a telephone system in

and about the City of Roseville. In this application, it seecks

authority to issue 18,730 shares of cosmon stock 2t par ($ld a share)

for the following purvoses:

1. To reimburse its treasury for moncys
expended from income for additions

to plant 12,500 shares
2. To pay outstanding notes of $54,500 ' 55450 "

3. To provide the cost of additions to
plant 780 0"

Total : 13,730 shares

Applicant was organized on April L, 1914. According to
Exhibit A attached to its present application, it had invested
$287,825.69 in its telephone pr&perties11p to November 30511950; and
haed accumalated a depreciation reserve of $87,201.37. It has no
long-ternm debt nor preferred stock outstanding, and except.fbr
854,500 of demand notes it has m@t 1ts capital requircments through
the issue of $62,500 par value of common stock and the use of earm-~
ings from operatiéns. Its assets, liabilities and net worth;as of

November 20, 1950, are chown in sumary form as follows:
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Assets

Investaent -
Telephone plant $287,825.69
Less~depreciation reserve 87,291.37
Net telephone plant $200,534.32
Current assets and deferred debits 65,861.94
Other assets 921.30

Total §267!§17.26~

Liabilities and Net Worth

Notes payable-6%, demand o $ 44,500.00

Other current lizbilities 30,317.52

Net worth - . ‘
Capital stoek $ 62,500.00

Surplus : . 130,000.04 ,
Total net wortb : 192, 500.

Total $267,317.56

_ Since the date of the balance sheet the outstanding notes
nave been increased to $54,500 principal amount, representing
primarily, if not entirely, borrowings from stockholders.

A review of applicent!s annual reports and its fimancial

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

following date for the last ten years:

Net Plant Operating Charges for Net Dividends
Additions _Revenues Depreciztion Tncome Amount Rate.

1941 $11,078  § 43,992 ' $11,675 $6,250 10.0%
1942 4y 726 52524 8 10,422 6,250 10.0%
1943 2,707 56,623 12,610 7,187 11.5%
194, 4,273 68,131 11,246 7,500 10.4%
1945 2,563 795924 16,558 7,212 12
1946 11,420 90,226 21,579 8,125 13
1947 25,412 102,207 21,766
19438 23,512 112,458 19,685
1949 73,166 125,566 22,747
1650%/ 27,277 133,408 21,291

l/il months

The outstanding stock consists of 6,250 shares of the par
value of $10 each but with 2 bdook value of approximately §31 a2 share
on the basis of the balanee sheet figures of November 30, 1950. The

<~ net income of $21,201 for the first 1l months of 1950 was cquivalent
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to a retumn of approximately 34% on the par value of the outstanding
stock but to a2 return of approximately 11% on the book value of such
stock at the close of the period.

It appecrs that applicant is of the opinion that the out-
standiﬁg shares of* stock more nearly should reflect their net wortk. .
It proposes, if authorized by the Cbmmission, to issue 12,500 shares
against its undistridbuted eamings andé to distribute such shares as a
stock dividend to the holders of the presently outstanding 6,250
shares; thereby transferring the sum of $125,000 from its surplus
account to its capital stock account and reducing the book value of
the outstanding chores to approximately $10 each, the stockholders!'
total investment in the business remaining wnaffected by the trans-
action.

In presenting this matter to the Commission, applicant
reports that in order to meet demands for imbroved and additional
service 1t is foced with a construction program during the neéext three
years involving the expenditure of approximately $2’7O »000 for central
office dial equipment, dial stations and outside plant; that it 15
endeavoring to negotiate o loan t¢ provide the estimated costs; and
that the prospective lenders have indicated applicant first should
inerease the permanent equity capital. The issue of stock as here
proposed will result in permanently copitalizing oxpenditures of
$125,000 and to that extent will restrict the withdrawal of cash from
the business and should stroengthon the credit position of applicant.
Further, the transaction, if consummated, will redvee the book: value
per share of the holdings of the present stockho;ders.to approximately
the same zmownt at which applicant now proposes to issue additional
shares for the purpose of paying its outstanding notes of $54,500 end
of financing certain expenditures estimated at $7,800 which 1t pro~
poses to make forthwith for additional facilities comsisting of 2
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three-position switchboard to be purchased from Gilroy Telephone Com~

rany, an addition to its telephone bullding and 2,500 feet of cable.

A review of the application clearly shows that applicant
has had earnings from operations in excess of the propésed StOCK
dividend, that it had need for such carnings in expanding its plant,
~and that it invested the same in its propertics in lieu of distri-
duting them to its stockholders. Under the circwstances set forth
in this proceeding, and considering particularly applicant's need for
additional funds which 1t expects to obtain from borrowings, it
appears that the Commiscsion 1s warranted in authorizing the issue of

Stock as proposed.

CRRDER

The Commission having considered the above ontitled matter,
and being of the opinion that 2 pudblic hearing thercon 1s not neces-
sary; that the zpplication should be granted, as herein provided; .
that the money, property or labor to be procured or paid for tﬁrough
the Lssue of the stock herein authorized is reascnabdly required by
applicant for the purposes specified herein; and that such purposes
are not, in whole or in part, reasonably éhargeable to operatinglex-

penses or to income; therefore,

IT IS EEREBY ORDERED as follows:-

1. Roseville Tclephone Company, after the effective date

herecf znd on or before September 20, 1951, may issuc at par not
execeding 18,730 shares of its commoﬁ stock for the purpoeses set
forth in this application.

2. TRoseville Telcphone Company shall file with the Commis-

-

siom a report, or reports, as required by General Order No. 24-A,
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which order, insofar as applicable, is made z part of this order.

3. The authority herein granted will become effective
twenty (20) days after the date hereof.

Dated at San Francisco, Califomia, this £¥Zf{'¢ay of

March, 1951.




