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Deci s ion No. _........;S;:;..,.;;1_!._' .... ~.:...S_ 

BEFORE THE PUBLIC UTILITIES CO~~~ISSION 

In the Matter of the Application 
of Coachella Valley Home Tele­
phone & Telegraph Co., for an 
Order authorizing it to issue 
a stock dividend of 7,772 shares 
of Common Stock to Co=mor. StOCK­
holders. 

° £.1 li1.9.,N 

Application 
No. 36733 

Coachella Valley Home Tel~phon~ & Telegraph Co., 

applicant herein, is a California corporation engaged in supplying 

telephone service in and about Coachella, IndiO, La Quinta, ~lI:cca, 

OaSiS, Palm Desert, Th~r.mal and Thous~d Palms, all ~ocated in the 

County of Rivarside. In this application it seeks authorization to 

issue 7,771~ shares of common stock of the aggr~gat~ par value of 

$155,430, and to distribute such shares as a dividend to the holders 

of its pr~sently outstanding shares of corumon sto~K. 

In Exhibit A applic~t reports its authorized ~d outstand-

1ng shares of stock as follows: 

Authorized Oytstanding 
Shsres Sh~r~s PS!"r V2~ue 

Common stock, $20 par 
value 30,000 15,543 $310,860 

5% preferred, $20 par 
value 10.000 5,000 100.000 

Totals 40,000 2Qa2~~ i~lQI~Q 

Applicant has paid the cumulative dividends on its out­

standing shares of preferred stock. It has b~en its practic~, 

however, not to p~y dividends on 1ts outstanding snar~s ot common 

stock but to retain th~ e~rnings oth~rwise distributable to its 

common shareholders in its bUSiness and to utilize them for the 

acquisition of property. 
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A review of information filed with the Commission shows 

that ~pplicant's investment in its plant and its volume of business 

have been increasing rapidly. The balance in its plant accounts 

has incre~sed from $234,719 at Dec~mber 31, 1945, to $1,445,491 at 

November 30, 1954, its telephones in service from 1,415 to more taan 

5,000, ~nd its annual rcvenu~s fro~ $94,038 in 1945 to ~)9),708 

during the first 11 months of 1954. It has financed its expansion 

in part with internal funds, including earnings rro~ operation, 

and in part with lon~-te~ borrowin~s and sales or preferred ~d 

co:mmon stock. 

A summary statGment or applic~ntts assets, liabilities 

and capital ~s of Nov~mbor 30, 1954, is as followS: 

Assets 

Invcstml:::nt -
T~lephone plant 
Less-depreciation reserve 
N~t investment 

Current 3.ssets 
Pr~payments and deferred charges 

Licbilitic~ ~nd Capit~l 

Long-term c.ebt 
Current and accrued liabiliti~s 
Deferred credits 
Preferrec. 3tock 
Common stock equity -

Common stock 
Premium on stock 
Surplus 

Tot~l common stock equity 

Total 

Total 

$1,445,491 
:299,181 

$ 310,860 
5,955 

175.183 

$1,146,310 
162,800 

7.605 

$1,316.715 

$ 543,500 
15S,Z3l 

22 , 986 
100,000 

491 ~29S 

*,1 , ]1,6.71.5 

!n order that the co~on stock more ne~rly ~~11 reflect 

the investment by the equity owners, applicant propos~s to issue 

the shar~s of stock cov~re~ by this cpplicatlon ~s ~ stock dividend 

on the basis of one new sh~re ~or ~ach two shares r.ow held. It also 

propos~s to s~ll, ~t par value, fractional sh~re~ L~ those cases 

where shareholders pr~sent1y own an odd n~~b~r ~n~ cons~qucnt!y 
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would have the right to a dividend of a fractional share. 

It clearly appears that o.pp1icant ho.s had earned surplus~ 

after -making o.llowances for depreciation, in excess of t'heproposcd 

stock dividend and that such e~rn~d surplus, instead of b~ing dis­

tributed as cash dividends~ has been retaine~ by applicant in its 

azsets. An order, therefore, prop~rly can be entered authorizing 

applicant to issu€ the shares of stock in the ~ount r€quest~d for 

the purpose of reimbursing its treasury for ~oneys a~ally ex­

pended from inco~c for o.dditions. b~tte~ents and extensions 'to its 

facilities. Such shares there.-:.fter may be distributed to the holders 

of the presently outst~~ding shares as a stoCk dividen~. 

The issue of th~ sho.res of stock ~s '" di;vidend -will not 

co.l1 for th~ withdrawal of cash fro~ applicant T s business.. It wi11 

result in the tro.nsfer of the sum of $155,430 froQ. the unappro­

priat~d surplus account to th,=co!l'llt.on stock account, the ·transaction 

thus resulting in the p~~ent retention of earnings of th~t amowlt 

and in the d~velopment of a broader base of permanent equity in ap­

plicant'z c~pital structure. 

Upon a review of this matter we are ot the opinion that 

an order should be entered granting applicantTs ~Bquests. 

o R D E R 

The Co~ission having considcr~d the above entitled ~ttcr 

and being of the opinion that a public hearing is not n~ccss~ry, 

that tho application should b~ granted~ as h~reL~ provided 1 that the 

money, property or labor to be procured or paid f~r by the issue of 

the sh:lrl.:s of stock h.::r\;in authorized is re~sonably ~uired by 

applicant for the purposes specified herein, and that such purpos~s 

ar~ not, in whole or in part, reasonably charg~aole to operating 

exp0nscs or to incume, therefor~, 

IT IS fiEREBY ORDERED as follows: 
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1. Coachella Valley Home!Telep~one & Telegraph Co., on or 

before June 30, 1955, may issue not e:-..ceeding 7,77l~ shares of its 

COQ.Lnon s'tock, of the aggregate p'a:' v~lue of $155,430, for the purpose 

of r(;!imbursing i ts tr~e.sury md the·reo.ft~r may distribute such 

shQ.r~s as .::. stock di vid~nd to the'h.old.ers or' its outstanding sh:.res 

Vi of common stock or r~cord ~~e~mb~r ~1, 1~>4. 

2. Co~ch~11a V~11ey HO!7l~ 1'.::1~ph6ria ~ Tt:legraph Co., on or 
b~f~r~ Jun~ )0, 19,5, ~y lssu~ ~~ S~l~,1 ~t not l~ss tnan p~r, such 

.:fr,..ct.1.onal SM.4"(:rS o~ cOlllrlJon stoc.\( .... s m.:lY b~ r.;;:quir~d to .;.ny shl;tre-

hold~r having tn~ right to a dividt.:nd of a!r<iction~l sh~r~ of stock, 

a.nd US'6' th~ procc:~ds tor th.;. purpos'~ of l'~1lllbursing 1 ts tr~olsury and 

of financing th~ cost of .:...dd1 t10ns .:lnd b',,;:.:ttl,.;!"m.;.nts. 

). Applic~t sh~ll r11~ ~1th' th~ Commission monthly r~-

ports ~S r~quir~d by Gen~ral Order No. 24-A, ~hich order, insofar ~$ 

applicabl~, is ~de u part of this order. 

4. Th~ uuthority h~rcin gr~tGd will b~coc~ ~ff~ctiv¢ 20 

days aft~r the date h~r~of. 

Dat~d at 8~ Francisco, California; this d<lY of 

Marcl-.. , 1955. . 

-Pr~s1d~nt 

I~~ 

Cor::mission·.:rs 


