
Decision No. _8~3;....;7_3,;..,6 ........ __ _ 

BEPORE THE PUBLIC UTILITIES CO~JSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of THE PONDEROSA TELEPHONE CO., ) 
a California corporation, for ) 
authority to issue 79,272 ) 
sh~res of its $10 par value ) 
Preferred Shares, First Series. ) 

) 

OPINION --_ ... _-...-

Application No. 55269 
(Filed October 28, 1974) 

The Pcnderosa Telephone Co. seeks authority to issue 
79,272 shares of its $10 par value Preferred Shares, First 
Series, as a stock dividend. 

Applicant is a California corporation furnishing 
telephone service in portions of Fresno and Madera Counties. 
Its balance sheet as of June 30, 1974, as summarized from 
Exhibit B attached to the application, is as follows: 

Assets 

Current a::::sets 
Net telephone pla~t 
Other assets 

Total 

Liabilities 
Current and accrued 
liabilities 

Common ~tock 
Unappropriated retained 

c3.rnings 
Long-term debt 

'I'Otal 

- 1 -

$ 376,860 
3,351,210 

103,170 

$3,831,240 .. 

$ 77,386 
66,060 

989,915 
2,697,879 

23'~~b240 
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The company's outstanding capital stock consists of 
6,606 shares of common stock having a par value of $10 each. 
The utility proposes to issue 79,272 shares of its $10 par value 
PrefQrrcd Sharos, First Series, as a stocJ<: dividend on the basis 
of twelve shares for each share of common stock outstanding_ 
The accountin9 for the transaction would be accomplished by 
transferring $792,720 from the unappropriated Retained Earnings 
Account to tho Preferred Shares, First Series capital Stock 
Account. Each of such preferred shares would bear a 6% per 
annum cumulative dividend, and would be entitled to one vote. 

The application indicates that the voting provisions 
of the proposed shares would insure retention of control of 
the utility by its present small family group of stockholders, 
while enabling them to make substantial dispositions of their 
cammon stock in order to prevent a possible forced sale of a 
controlling interest in tho company to pay estate taxes in ti1C 

event of their death. According to the application, the 
proposed transactions would assure telephone users of the 
utility a continuation of the excellent service which they have 
received through the years as a result of local control ana 
operation, and would transfer a substantial amount of money 
otherwise available for dividends to a capital stock account. 

After consideration the commission finds that: 
1. The proposed stock would be for a proper purpose. 
2. Applicant's retained earnings from operations 

exceed the proposed stock divioend to the 
extent that it may properly issue the stock 
diviaend against such earnings. 
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3. The money, property or labor to be procured 
or paid for by the stock herein authorized 
is reasonobly required for the purpose specified 
herein, which purpose is not, in whole or in 
part, reasonably charScable to operating 
expenses or to income. 

On the basis of the foregoing findings we conclude 
that t~hc application should be granted. A public hearing 
i~ not necessary. In ~ss~ing our order herein, we place 
applicant and its shareholders on notice that we do not regard 
the number of shares outs~anding, tho to~al par value of the 
shares nor the dividends paid as measuring the return it 
should ~e allowed ~o earn on its investment in plant, and 
that the authorization herein granted is not to be construed 
as a finding of the value of the company's stock or properties, 
~or as indicative of ~ounts to be included in proceedings for 
the dctcr.mination of just and reasonable ratos. 

The action taken herein is based upon the merits of 
this particular application, and is no'/:: ~o be construed as a 
precedent. 

IT IS ORDERED that: 
1. The Ponderosa Telephone Co., on or after the effective 

date hereof and on or before March 31, 1975, may issue and 
distribute as a stock dividend not exceeding 79,272 shares of 
its $10 par value Preferred Shares, First Series, in the manner 
~~d for the purpose set forth in this proceeding. 

-- ~ -
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2. 'rhe Ponderosa Telephone Co. shall file with the 
Commission thQ report required by GenQral Order No. 24-B, which 
order, insofar as applicablo, is hereby made a part of this 
order. 

3. This order shall become effectivo when The Ponderosa 
Telephone Co. has paid ~c fee proscribed by Section 1904.1 of 
tho Public Utilities Code, \'lhich fec is $1, SS6. /~, 

Datod at San Fro:lncisco, California, this /Y"''''''-'day 
of November, 1974. 

Commissioner VornoD L,. Surgeon. being 
nocessar1ly ~b::;ent. d'id nCit pArt1e1po.te 
in the d1sposition or this proceeding_ 
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