In the Matter of the Appliication of
INTZRSTATE TILZCRAZE COMPANY,

2 corporation, for an order author-

izing the issue end sale of 596,000.

par value of first mortgage bonds.

Application No. 17522
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OQPINION

The Interstate Telegravh Compeny in this iroceeding 28Ks
permission to issue end sell at not less then 98 percent of thelr face
value and sccrued interest, $96,000.00 ol its first mortgagé six per
cent bonds due March L, 1937 and usc the proceeds ¥ poy indebtedness.

The Interctate Telegraph Company was orgenized in 1910
under the lews of Nevada. It owns and operates & telephone and tele-
eraph system in Inyo, iono, Xern, Riverside and San Bernardino Coun-
+1e¢s in California; and Esmeralda and Nye Countics 1z Nevalee It
was engaged in suck buciness on March 23, 1912, the effective date of
the Public Utilitles Act.

The compeny has an suthorized stock issue of §500,000.00
divided into 500,000 chares of the par velue of One Dollar each. All
o>f this stock was issued prior %o the effective date of the Public
Ttilities Act. However, in view of the fact that the company is or-
genized under the laws of the State of Newvadz, this Commission has

no.. Jurisdiction over the issue of svock of epplicant.




Applicant has an euthorized bond issue of 500,000.00,
of which $250,000.00 was icsued prior to the effective date ol tke
Public Utilities Act. Bonds in the amount of $151,000.00 were
icsued under the authority grented by the Railroad Commission in
Decisior No. 15362. As of Nay 31, 1231 the company had $362,QO0.00
of donés outctanding. The peyment of the company's bonds is secured
by & deed of trust executed to the Intermational Trust Company of
Denver, ac trustee. The deed of trust ic a lien on all of the pro-
perties of the company owned et the time such mortgage was executed
or thereafter scquired. The company's bonds are dated March 1, 1912
and mature on Merch 1, 1937. They all bear interest at the rate of
six percent per annum. The mortgage securing the payment of the
company's bonlds requires the company to pay te the trustee semi-
annually on and after Scptembex 1, 1917, twenty percent of iis net
earnirgs, which payments the trustee shell use 10 redeem donds. It
is through the use of these payments thet the $401,000.00 of bonds

issued by applicant have bdeen reduced o §$362,000.00.

T oddition to the oubstending 3349,000.00 of bonds, the

company reports an indedtedness due system corporations lm the amount

of $1l22,854.08. The money obtained Ifrom the system corporations was

expended by applicent for additions anrd beiterments. Exhibit "B"

riled in this proceedirg shows that the company expended from Jan-
wary 1, 1926 to December IL, 1930 the sum of $179,656.1l7 for addi-
tioms to Its properties. The c¢onstruction of these additions has
replaced yroperties which, according to the company's books, cost
$59,559¢56. Deducting the $59,559.56 from the total cost of
£179,656.17 leaves a net increase in the cost of the company's pro-
perties of 5120,086.61. I% is because of tais melk.increase of
120,096.61 thet the compeny-at this time askc permission to issue

bonds in the zmount of $96,000.00. The smount of bonds whick the




company esks permission to issue is approximetely €0 percent of the
increase in the net cost of the company's additions to its properties.
T4 appears from information or file with the Commission that

if the company issues the $98,000.00 of bonds that iv¥s total outstand-

ing incebtedness will be substantielly less than 80 percent of the

cost of its physical properties. For the past five years the company
nes reported Lis net income, that is, the amount aveilable for divi-
dends and surplus as follows: 1930, $28,381.00; 1929, $27,516.00;
1928, 483,474.00; 1927, £16,986.00; and Tor 1926, $28,198.00.
™his net income has been used by the company to redeem bonds and ac-
guire additional proﬁerties. It hes paid no dividends on 1ts
outstanding stock.

e delieve that the company should sell its bonds for not

less than pare

Interstate Telegrapk Compeny heving applied to the Railroad
Commission for permissiorx to issue $96,000.00 of its first morigage
bonds, & pudlic hearing having dcen held before Examiner Fenkhauser,
ané the Railroad Commission being of the opinlor that the money, pro-
poerty or ledor o Ye procured or paid for by the issue of such donds
is reasonedly required by applicent for the purposes herein stated,
and thet the expenditures herein cuthorized are not Iin whole or in
part reaconably chargeable to operating expenses or to income;

IT IS HERESY ORDERED, that the Interstate Telegraph Compeny
be, and it is heredy euthorized, %o Lssue =znd sell on or before De-
cemder 31, 193, at xot less than par ené accrued lnterest, $96,000.00
of i%s six percent first mortgage gold bonds due March 1, 1937, and

use the proceeds odbtained frox the sale of such bonds %o pay part of




+he indebtedness referred to in Exhibit "AT filed in this proceeding.
77 IS EEREEY FURTHSER ORDZRED, that the authority herein

granted to issue bonds will become effective when appliceant has pald

tne fee proscrided by Section 57 of the Public Utilities Act, which
sec 18 Nimety-six (§96.00) Dollars, and that epplicant shall keep
such record of the issue, sale and delivery of the bonds herein auth-
orized and of the disposition of the proceeds as will eneble 1% %o
s41e¢ on or beforc the 25th day of each month 2 verified report, as
recuired by the Railroad Commission's Ceneral Qrder No. 24, which

ovder insofar as appliceble, iz made & part of this orders

DATED at Sen Francisco, Califorznia, thls a?%§4%g:day of

august, 1931l.

Commissioners.




