BZFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTIA

In the Matter of the Application of )
ROSEVILLE TELEPENNE COMPANY to issuc

not exceeding 170,000 shares of its
capmtal Stack.

Application No. 57057
(Piled Pebruary 7, 1977)

)
)
)
»

Rnseville Tclephone Company secks authority to issue
not exceeding 170,000 shares of its $5 P3r value capital stock
on the basis of $25 per share.

Applicant is a California corporation furnishing local
and long distance telephone service in the City of Roseville
and contiguous territory. Its reported number of telephones in
service at December 31, 1975 and 1976 amounted to 41,944 and
47,341, :ggpgctivelyk

Of the 170,000 additional shares of capital stock which
the utility proposes to issue, not excecding 50,000 would be in
payment of a 5% stock dividend. sSharcholders would receive cash
on an ¢cquivalont basis in lieu of fractional shares. For cach
share issued as a dividend, the company would credit $5 to capital
stock and $20 to premium on capital stock. Assuming 2 maximun
dividend of 50,000 shares, applicant would transfer $1, 250,000
Zxom retazned earn;ngs and credit $250,000 to capital stock and
51,000, 000 to préomium on cap Ltal stosk.

Applicant proposes to offer and to issue and sell the
balance of said 170,000 shares (rozaining after the dividend of
not exceeding 50,000 shares) a3t a price of $25 per share to
(1) its present stockholders reslding in Califormia, (2) residents
of its service area ahd\noighbo*ing arcas, including its officers,
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directors and employecs, and (3) other residents of the‘State
of California.

The market price of $25 per shaxc is substantially
above book value, and reflects (a) the facility with which the
conpany was able to sell, prior to December 31, 1976 at $20
per share, the 94,276 shares offercd pursuant to Decision 84855,
dated September 3, 1975, in Application 55855, and (b) the rapidly
increasing demand for telephone service in applicant's sexvice
area and consequent improvement in projected cash flow.

Assuming the issuance of 120,000 shares at a price of
325 per share, the proceeds would amount to $3,000,000 which
applicant would use for comnstruction of buildings and for
central office equipment and outside plant, and to discharge bank
debt which it might incux to finance such capital expenditures.

A pro forma statement of applicant's long-term deht
andequity, giving effect o the proposed stock issues, as summarized
from Zxhibit B attached to the application, is as follows:

Amount Ratio

Long=term debt $11,695,000 40%
Equity - ;
Capital stock $ 5,850,000
Premium on capital :
stock 10,945,545
Retained carnings 906, 168%
Total equity $17,702,713 _60%
Total capitalization $29,397,713 10%

*After deducting $1,250,000 promosed steck
dividend from November 30, 1575 kalance of
$2,156,168.
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After consideration the Commission finds that:

The proposed stock issues woeld be for proper
PUrposes.

Applicant's retained earnings from operations
execed the proposed stock dividend to the
extent that it may properly issue the stock
dividend against such earnings.

The money, property or labor o be procured or

paid for by the stock herein authorized is reasomably
required for the purposes specificed herein, which
purposes are not, in whole or in part, reasonably
chargeable to operating expenses or to income.

Thexe is no known opposition and there is no

rcason to delay coranting the relicf requested.

On the basis of the foregoing findings we concluce
that the application should be granted. A public hearing is not
necessary. In issuing our order hexrcin, we place applicant and
its sharcholders on notice that we do not regard the number of
shares outstanding, the total par value of the shares nor the
dividends paid as measuring the return it should be allowed o
carn on its investment in plant, and that the authorization herein
granted is not to be construed as a £inding of the value of the
compcny's stock or properties, nor as indicative of amounts to be

included in proccedings for the detexmination of just and rcasonable
races.
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ORDER
IT IS ORDERED that:

1. Roseville Telephone Company, on or after the effeetive
cate hexeof and on or before Decamber 31, 1979, may issue not
exceeding 170,000 shares of its $5 par valuz capital stock, of
which it may issue and distribute as a stoek dividend not
exceeding 50,000 shares and may offor thoe balance for sale at 2
pricc of $25 per share, 2all in the manncr and for the purposcs
sct Zorth in this procceding.

2. Roseville Telephone Company saall f£ile with the Commission
the reports regquired by Genoral Order 24-B, which order, insofar
as applicable, is herchy made a part of this order.

3. This oxder shall beecome c¢ffective when Roseville
Telephone Coupany has paid the fee prescribed by Section 1904.1
of the Public Utilitics Code, which fee is $5,250.

Dated at San Francisco, California, this é%z

of _____ Mot ., 1977.
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