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BEFORE'TIiE"P'OJ3tIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA;·~". 
• • II. 

In the Matter or· the Application or 
Sur~and-Tujunga Telephone Co~7 
a corporation .. for an,Order otthe 
Comm:1ss1on a.uthoriZ1ng it' to- issue 
12 .. 000 shares of Common Stock. 

----------------------------) 

OPINION 

Application No. 42290 
and ' 

First Amendment 

In the above-entitled application, filed. on May 24~ 

1960, and in a first amendment thereto, tiled. on May 31, 1960, 

Sunland-Tujunga Tel~hone Company seeks author:tzation to issue 

and sell not to exceed 12 .. 000 shares of its common stock, tor 

cash .. at not less than par ($25 a share), for the purpose or 

paYing outstanding indebtedness and of financing the cost of 

plant add1 t1ons. and extensions, and to extend the t1l':1e for ' 

payment of short-term notes in the principal,' amount of 

$100 .. 000 .. 

, The company is engaged.1n operating a telephone 

system proViding service tor the commun1t!es of Sunland-Tujunga, 

Shadow Hills and La Tuna Canyon in the County of Los Angeles, 
" , 

I;md." 1n tinane1ng itself, it has .. among other things, issued 
" 

notes and shares or preferr~ and common stock. At this time, 
.,' 

it reports that it 1~. faced:~tha substanti:1.1 program ,or 
expa..~sion to meei·: ~~~dS. tor se~ee and that in 'order to 

provide the max1mum fleXibility :1.n meeting: its requirements 
, 'I _I 

it proposes to,1ssue short-term notes- to ~ru,,' of America 

" 

I 
'I," 
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National Trust and savings Association: and to retinance them .. 

at a later date,_W1~h the proceeds trom the common stock 

offering. 

Applicant T s short-t.erm 'borroWings amounted to . 

$290,000 at the endot May. It:1;$ reported tha~ 1:he' stock 

procce,Cis to liquidate theseborrow1ngs. will not become avai1-
. . . . 

able until later ~ the year and that it will be necessary to 

extend the time for payment or $100,000 ot notes to a date 
, . 

which will be later than l2 "months after the dates 'of1ssue .. 

It 1s applicant's intention to sell its.stock through 

;1 ts own orgar.dzat1on.. from time to time.. sathe short-t'erm 

borrowings become due, with the total sale to be completed'! 
.. \ 

• I 

by November of tlUs year.. Although a.pplicant' requeztsthat/ 

the order of the Comm1ssion auth.orize the sale of its shares 

at not less than par;" it· repo~s that it expects to'price such. 

shares at an amount reflecting the market at the t1me of otter 
.• 0r. 

and it now estimates that the otfering price Will be .~ the ' 
. ", 

range of $40 to $45 a sha.~. Applicant fu."'"ther proposes. to 

otfer shares or stock at a discount, up to 10 per cent .. to 

regular employees, that is, those who have been on' the regular 

payroll tor not less thari siX months, 'by means· of a. pa~ll 

deduction plan. The number or shares to 'be sold to any one 

employee would be l~ted to 100 shares. 

In'pre3ent~ this application to the Comm1ssion .. 

applicant r~rts that its net station ga~ amounted to 1,152 

in 1957; to 799 in 1958; and to 1~285 in 1959; and 1t~st1mates 

a. further' gain of 1,000 stations dur1ng·1960 ... It's 'budgeted 

- 2 -



e. 
A.42290 MON 

expenditures tor the year are est1lnated at $357,,900,,8.$ set 

forth in Dome deta1l in Exhibit :e tiled 1n this proceeding. 

'l'he application shows that there are 268 orders on 'file. tor 

upgrading and for inStallation of direct distantd1al1ng central 

oftice equ1pment and that 72 per cent of the current year's 

budget Will be required tor establishing proper plant margins 

and for filling these upgrade request orders. 

Applicant has filed its financial statcmentsshOW1ng 

1 t,~ assets and l1abil1 ties as of the end ot 1959 and.' its income 

account tor the year.. Last year" theComm:1.sS1on reViewed the 

company's properties and results or operatioIl3 and by Decis10n 

No. 581051 dated MarCh 10" ,1959" approved certain increases in 

rates. At the conclusion of the proposed finane1ng"app11cant's 

capital ratiOS ~ll be as follows: 

PrOm1ssory note 4.20%" due 1952-82 
Promissory note' 4 .. 35%., due 1982" 

Preferred stock 5-1/4% (12,,864 shares) 
Common stock (7Z"OOO shares .or less) 
SU!'p1us 

.'.'. , .. 

.From a review of tLUS matter" we find. and' conclude that 

',' a.pplicant Will have' need for. additional funds· from externaJ. . sourees 

to ena.~le it to proceed with its construct1on activities and that 

the issue of stoek" "under the proposed term3~ is tor a., pr¢per 

purpos:e and will not 1mpa1r applicant's a'b11i ty to render 

telephone service. 
".,.\ 
,~ .. " .1 \ 

We will enter our order 1%1 accordance nth the foregOing 

findings. The authorization herein granted. 13. tor the. issue of 
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seeur1 ties a.nd~'1s not to be construed as indj,cat1 ve or amounts 

to be ~cluded in a future rate' base for the purpose or deter

mining just and reasonable rates. In making this order" we 

place a~pl~eant upon notice that wew~ll not regard the pr1ce. 

at wh1dn1t sells its shares of stock" or the diV1dends it 
" 

pays" as ::neasur1ng or determining the value of its shares" 

or properties" or the rate of return it should be allowed' 

to earn on its investment 1n plant. 
" 

O,R D E R -....-...,._..--

The Comm1ssion haV11~ considered theabove-ent~tled 

matter and being otthe op1xnon that- a public hea.r1ng is not, 

necessary; that the money" property or labor.to be ,procured 

>,or pa1d 1'"or 1:>y the 1szue 'or the stock and notes herem author.1zed" 

.. is reasonably reqw.red for the ~urposes specified herein; and 
, " 

that such purposes are not" ,1n whole or in pa.rt,,, reasonably 

chargeable to operating expenses or to income; theretore~ 

IT IS HER:E::BY ORDERED as tollows: 

1. Sunland-Tujunga Telephone Company" a corporation, 

may issue and sell not to exceed 12,,000 Shares of its common 

stock, on or 'before December 31" 1960" under the te~,set 

forth' in 'the preced:f.ng opin1on" at ~ot less than $25 :per share 

and may: u~e the proceedS tor the purposes. set- fortt.L 1n,::thiS 
• 1,'40' 

application. 
," ,.' 

,'I:, 

" , 
, .... ' 
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2. Sunland-Tujunga Telephone Company may issue new 

promissory notes in the total prinCipal amount 0'£ not to exceed 

$100,000 to refUnd. presently 6u~stand1ng notes of l:tke amount 

or may exten<1 the time for payment of sa1d. presently .outstand1ng 

notes. 

3. Sunland-Tujunga Telephone Company shall. t:tle nth 

the Comm1ssion a repOrt, or reports, as requ1red 'by General 

Orde:- No. 24-A, which order, insofar as appl:1.cable, is ma6.e 

a :part of th1s orde·r.,· 

4. The author1 ty herein granted shall become ef!'ecti ve 

when Sunland-Tujunga Telephone Company has paid the tee preser1bed 

by Section 1904(';) .0'£ the Pub11c Ut111:t1es Code, which tee 1s $100. 

" Da.ted at . San Frn . ."t;~ ,. C3.11fo%-n1a," th.1s ------------------------. f.<;::. r"\ 
,.21) Cay of ____ l ...... A ..... f?:::.... ....... _<. __ ---, 1960 • 
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