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- C1 10 Decision No. _~_I._.,_.,,,,,_. ' __ -'_ 

BEFOR:8 THJ3; PUBLIC UTILITIES COMMISSION OF TH8 ST,;.TE OF CALIFORNIA 

In tho Matter of the Application of 
Sane;cr Telephone Compa.ny for .:1uthority 
to (1) borrow $100,000 from the p~ciric 
Mutuol Life Insurance Comp~y, to exe
cute and issue notes ~d to execute 
and deliver a Supplemental Mortgage, 
(2) to issue and sell 500 shares of 
Cumulative Preferred Stock, $100 Par 
Value, 5~%, 1958 Series, and (3) to 
isslle 965 shares of Common Stock to 
existing holde~s thereof. 

QP INIQN 

Application No. 39665 

S~s~r Tolcphonc Company has filed this ~pplicct1on for 

authorization: 

(1) To execute a supplemental mortgage and loan 

~gree~ent and to issue 0100,000 of notes. 

(2) To issue and sell $50,000 par v~lue of its 

5~% C~~ulative Preferred Stook at not le~s thDn par. 

(3) To issue $96,500 par value of its COlD..'7l.on stock 

and to distribute such stocl< to the holdcrs of 

record of its outstanding shares of co~~n stock. 

Applic~mt is a Co.lifornio corpor.::ttion presently engaged 

L~ opcr~ting telephone facilities in and ~bout the City of S~nger, 

County of Fresno. According to its financia,l stetement of 

September 30~ 1957, its net investment in telephone plant, includ

ing tb.ct und·er construction, amotmted to $689,.398 and 1 ts sources 

ot c~pital funds included the follOwing: 
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Long-ter:4l debt 
Preferred stock 
Common stock equity -

Common stock 
Surplu3 

Total common stock equity 

Tot~l 

$193,,100 
183,158 

.AmOUYl't. 

$158,,000 
150,000 

376,258 

$684,258 

Per Cent 
of Total 

23% 
22 

The lo~g-term debt consists of notes issued during 1949 

and 1950 to Pacific Mutual Life Insur~cc Compsny, ~hich notes 

mature in 1969 and bear interest at the rnte of 4~% per ~nn~~. 

The outstanding preferred stock consists of 1,500 shares of the 

par v~lue of ~~lOO each which are entitled to annual cu:nu18.ti vc 

dividends of 5:% per &~um. The outst~nding Co~~on stock con-

sists of 1,931 shares of the par value of $100 each. App1ic~t 

has paid dividends on its common stock during 1952 at the rate of 

75 cents a shore, during 1953 a.nd 1954 at the rDte of' ~~1 a shz.re 

~d du~ing 1955 and 1956 at the r~te of $1.25 a share. 

The applic.::.tion shows that the COr.lpc.ny is faced ·..ntb 

continuing demonds for addition.s.l se:c'vice and that it is necessary 

for it to make provision for further expansion of its fz.c111ties. 

It contemplates the adc:i tion during 1958 of L~OO lines ~d 600 ter-

mina1s of central office eqUipment, ~Tith associ~ted outside plant 

and station e~uipment, ~d the instullation of ~utomatic ticketing 

e~ui~ment to provide nationwide toll dialing to its subscribers. 

It reports that 200 of the new lines are scheduled for install~tion 

in Febru~ry, 1953, anQ the other 200 in December and it is planned 

that the automatic toll ticketing equipment will be placed in 

service in July. 
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I:l ~ddition to providing new plant equipment, applicrmt 

also desires to reimburse its treasury and to replenish its working 

capito.l. A sto.tcmont of its capital rcq11ircI:!cnts during 1958 and 

its estimated so~rces of ~~ds is as follows: 

Reoui'r."ements 
Cons'cmction -

Buildi...'"lgs 
Central office 
Station equipment 
Outside plant 
Office furniture 
Horking 8C1ui'Olilont 

Total construction 
Replenish working co,pitul 

Total 

Sources of Funds 
Long-tel"m, de"')'/; 
Preferred stock 
In tarnal funds 

Total 

$ 5,000 
101,700 

20,000 
50,600 
2,500 

5QO, 
180,.300 
19,700 

it200.00,Q 

$100,000 
50,000 
50,000 

$200.0.QQ 

The adc.itio::al long-term debt of $100,000 wlll be 

represented by borrowings from Pacific Mutual Life In~urance Company 

purzutnt to the te!'m.Z of c. new loon ~.greer.lent with th~t compa:lY, the 

now borro~..."gs to be evidenced by :lotes p~yable on July 1, 1982 With 

interest ~t the rate of 5-3/8% per annum. The notes may be prepaid 

~t the option of the comp~ny at ~'"ly time on 30 days' prior written 

notice on and after Jonunry 1, 1962 ut 0. premiUl'l'l of 10% if prepaid 

prior to June 30, 1967; at a premium of 6% after that date and on 

or. before June 30 1 1969; and thereafter at annually r~ducing 

premiums .. 

Before proceeding with the issue of the additional sharcs 

of preferred stock, applicant desir~s to distribute to its present 

common shoreholders a part of' the eE!.rnings which they have reinvested 
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in the business and assets. It t;h~refo:re proposes to issue to such 

shareholders a total of 965 shares of its comreon stock en the basis 

of one new share for each two sh.:~rcs presently held and to tr~nsfer 

the SU1'll of $96,500 from the surplus accou"l"J.t to "t;he capital stocl-c 

account. 

From a review of the verified s.pplication, it r~ppears tl'lpt 

applicant has nced for funds from cxte~al sources for the purposes 

indic~ted i."'l this proceeding, th.:-.t it h~s had earnings i'roln opor~

tions well in excess of the amount of the proposed issue of common 

stoclt, thQt such earnings have been retail'lCc. in the business and 

property and that ~~ order properly c~ be made at this time ~uthor

izing the re~bursL~g of th0 treasury because of the reinvestment 

of such earnings. Accordingly, we -;.rill en tel' our order gr~.n ting 

~pplicantfs requests. 

The authoriz~tion herein granted is for the issue of 

securiti'~s only and is not to be construed as i:'ldicati",,"e of ZI.I110untS 

to be included in a future rDte b~,se for the purpose o~ det0I'mining e 

just and re:.sonable rates no:r as indic(;.tive of the reCluirements for / 

e:~tendec. service bet .. ...reen Sanger ond Fresno exch;:.nges ... rhich issue is 

pending before this Commission in Case No. 5928. 

ORDER .... -----

The Commission hcving considered the above-entitled matter 

and being of the opinion that a public hearing is not necessary, 

that the z.pplication should be gI'onted, as herein provided, that 

the money, property or labor to be procured or paid for by the issue 

of the notes ~d the stock herein authorized is reasonably required 

ror the pur,oses specified herein, ~nd that such purpos~s ar0 not, 

in whole or in part, reasonably chargeable to oporating expenses 

or to income; therefore, 
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IT IS HEREBY ORDERED as follows: 

l~ Sanger Telephone Comp~y may issue not exceeding 

~)100,OOO principal amount of its promissory notes a.nd may execute 

a loon agreement and supplemental mortgage, which notes, loan 

agreement and supplemental mortgz.ge sha.11 be in, or subst.::.nti2.lly 

in, the s~e form as those filed in this proceeding. 

2. Sanger Telephone Compo.ny may issue not exceeding 

500 shares of its Cumulative Preferl'ed Stock, $100 par v1:.lue, 

5~%,. 1958 Series, and sell such sIla.res at not less tl'laIl the par 

va.lue thereof. 

3. S~ger Telephone Company shall use the proceeds from 

th~ issue of the notes and preferred stocle herein authorized for 

the purposes of financing the cost of additions to its telephone 

facilities ~nd of reimbursing its treasury and of replenishing 

its working c~.:pi t:ll. 

4. San5cr Telephone Comp~y may issue not exceeding 

965 shares of its common stock for the purpose of reimbursing its 

treasury and may distribute such shares to its co~on shareholders 

of record as a stock dividend. 

5.. Sm'lg0l"" Telephone Company shall file with the 

COlllr.ission a report" or reports, as reCjUiI'ed by Gener(~l Order 

No. 21~-}., which order, insofar a.s :;:.pplic(lble, is made a p~rt 

of this order. 

- 5 -



e 
A.39665 MON 

6. The authority herein granted will become effective 

~11en Sanger Telephone Company has paid the fee prescribed by 

Section 1904(b) of the Public Utilities Code, which fee is $100. 

~ 
Dated at San Francisco, Californi~, 

. !/Ud,? ,1958. 
'/ J. !j 
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