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Decision No L2 A 04_
BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA :

In the Matter of the Application

of Reseville Telephone Company, :

for authority to issue 7,500 Application
shares of 4ts common stock at ' No. 32855
$10.00 par value.

This is an application by Roseville Telephone Company for
authority to issue and sell, at par, 7,500 shares of its common stock

of the par value of $10 cach, and to use the proceeds ($75,000) to

pay indebtedness and to finance the cost of additions and impfovemcnts\

to its plant.

Applicant revorts that it operates a common battery manual
central office, that i1t proposes to install dial equipment, that 1t
has borrowed $17,352 from one of its stockholders %o provide the
engineering and other costs in comnection with the proposed installo-
tion, and that Lt cstimates its total expenditurces for conversion to
dial operation, and other purposes, in the aggregate amount of
$278;356.16, segregated as follows:

One dial board including installation for 1,200 lines $180,000.00
Additional cquipment for present manual board to

terminate dial tie lines 2,456.16
Dials for 2,500 telephones @ 7.00 17,500.00
200 new telephones to replace telephones not

adapted to dial @ 25.00 5,000.00
Estimated cost of additional outside plant 22,000.00
500 held orders @ 20.00 15,000.00
400 estimated new service telephones @ 20.00 12,000.00
One new truck 1/2 ton with installers ovody 12,250.00
One new truck 3/4 ton with installers body 2,250.00
P A B X dlal board for Southem Pacific Compony 16,000.00
40 additional dial telephones 1,000.00
Expected promotion expenses in converting to éial 200..00
Miscellaneous office equipnment - 1,600.00

Total $278,356.16
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It 1s applicant’s plan to meet its costs in part through
e Lssuc of the shares of stock covered by this application and in’
Part with moneys to be borrowed from Pacific Mutual Life Inmsurmmee
Company. It reports that negotiations for a loan of $200,000 now arc’
in progress and that it expects to receive assurance that such nego-
Tiations will be favorably concluded within a short time. It does

not 2t this time ask for authority to borrow money.

A review of applicant's financial reports on file with the
Commission show that its investment in its propefties and its volunme
of business have been incrcasing rapidly since the close of the war.
The following tabulation shows for eack of the years 1946 to 1950,
inclusive; the increase in plant, the operating revenucs mnd net
:I.ncome;, ané the number of telephones in service at the close of each -
year:

Increase Operating Net Telephones
in Plant . _Revenues . Income - in Service .

1946 $11, 420 $ 90,226 21,579 1,876
1947 25,412 102, 207 20,768 2,171
1948 23,512 112,458 19,685 2,270
1949 73,266 125,566 22,748 = 2,668
1950 25,180 147,429 23,708 2,903

During the' first eight months of 1951 applicent’s eperating .
revenucs amounted to $102,236 and'its net income %o $14,679. It has

been 1ts practice to pay dividends in the amount of $8,125 annually. -

Applica.nt's reports to the Commission show that it has
financed 1ts investmont in itc assets primarily through the issuc of
common stock and the use of earnings from operation. Its financisl
pocition as of August 31, 1951, is set forth as followé.:
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Assets

Fixed capital - . :
Jotal investment $250,131. 44
Less-depreciation reserve 2,789.6
Net fixed assets . $257,391.80
Current assets -
Cash R0,990.47
Accounts recelvadle : : 14,887.7%
Material and supplies 25,613.10
Prepayments : L1,051.77
Other items 921.30
Total current assets ‘ 63, 469.35
Deferred charges : 29.00

Total 320,890.15
Liabilities mé Net Worth -
Current licbilities -
Notes payedle. $ 17,352.00
Accounts payable . 14, 584.76
Acceruvale \ 21,602.04

Total current liabilities $ 53,538.30
Net worth -

Common stock 2%2,800,00-

Surplus 7.551.35 |
Total net worth o 267,351.35

Total £320,290.1.5

It clearly appcars that the inauvguration of dial opera%ibns
iz in the publie intérest, that applicont will have need for funds
from extormal sources to enable it to finance the estimated costs,
and that the issue of stoek 25 now proposed will improve applicant’s
finonciol position and will broaden the base of equity capital upon
whick applicont’s proposed borrowings will rest. After a 1l review
of this matter 1t 45 concluded thot applicant’s redquest should be

granted.

QBRDER

The Commission having considered the above ontitled matter

- y

mmné being of the opinion that 2 public hearing thereon is not necos-

sary; that the applicotion should de granted, as herein provided;
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that the money, property or labor to be procured or paid for through
the issue and ssle of the stock herein authorized is reasonably re-

quired by applicant for the purposes specified herein, snd that such

purposes are not, in whole or in part, reasonably chargezble to

operating expenses or to income; therefore,.

IT IS BEREBY ORDERED as follows:

1. Roscville Telephome Company, after the ¢ffective date
hereof and on or before Maerch 31, 1952, may issue and sell,' at par
for cash, 7,500 shares of its common stock and use the proceeds for

the purposes set forth in this application.

2. Roseville Telephone Company shall file with the Com~
mission monthly reports as required by General Order No. 24-A, which

order, insofar as appliccble, is made a part of this order.

3. The authority herein granted will decome offective
twenty (20) deys after the date hereof.

e —

Dated at Sen Framceisco, Califormia, this /j -~ day of

Novexmber, 1951.
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