
Decision No. 

BEFORE THE RA!!.RO.~ COwaSSION OF THE STATE OF CALIFORNIA. 

In the ~tter ot the ~ppl1eation ot 
INTERSTATE TEtE~:s: CO!!?Ah~, 

tor an order au thor1z1ng 1 t to retund 
and retire $454,000.00 par value ot 
its First Mortgage Bon~s now o~t3tand­
illg, by exchang1llg theretor, par tor 
par, a. like amount ot New Series First 
Mortgage Bon~, to be execu.ted, eert1-
fled and delivered under the terms and ) 
provisions or a New Serie= ~~st ) 
MOrtgage Trust Indenture securing said ) 
Bonds and proViding tor :U~ure financing;) 
also tor an order authorizing and ap- ) 
proving said nev: Trust Indent't;Xe. ) 

A~p11cat1on No. 18119 

Charles ~. Potter, tor applicant. 

BY TEE COMMISSION: 

OPINION 

In this proceeding the Re.1lroad Cot::!llission is asked 

to ~~e its order authorizing Interstate Telegra~h company to execute 

a trust indenture simlar in torm to that tiled in tb.is pl"oceedillg as 

Exhibit nAn and to issue under such trust indenture ~54,OOO.OO or 

bonds in exchange tor a like ~ount of bo~ds which applicant now has 

outsto,nding. 
Interstate Telegraph Co~any is a corporation organ-

ized and existing under and by virtue ot the laws ot the state or 

Nevada. It was incorpor~ted on or about October 4, 1910. Under the 

Nevada le71s, 1 ts term ot existence is U!llimi ted.. It is eIlgaged in 

the telegraph and telephone buz1ness 1~ the Counties ot Inyo, Kern, 

San BernardinO and Riverside in the State ot Ca11tornia and also in 
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the Counties o~ EZmc=alda end Nye in the State o~ Nevada. 

Under date or March 1, 1912, applicant executed and 

delivered to The Inte~nat1onal Trust Co~pa~ or Denver, Colorado, as 

Trusteo, itz t1rzt mo~tgage or deed or trust to ~ecure the payment or 
six per cent 

,.j an authorized ~500 ,OOO.OO/bond issuo. Of these bonds ~250,000.OO were 

issued p~ior to the etfective ~ate or the Public Uti11ties Act or 
Ca1ifor~ia (March 23, 1912). Bonds in the amount or $151,000.00, were 

issued ~der authority granted by the Railroad Commiss1on in Dec1sion 

No. 15362, dated septe~ber 3, 1925, and ;95,000.00 were issued under 

authority granted by the Railroad Co~ssion 1n Decision No. 23972, 

dated. August 24, 1931. The total 0: the bOlldz thu: issued aggregated 

!f497,000.00. Since the issue ot those bO!lds, the company has redeemed 

$43,000.00 face value, leaving $454,000.00 ot bonds outsta~d1ng. The 

bond.s retired were some of the initial lss\!e ot $250,000.00. All ot 

the outstanding bonds, as well as all or a~~lieant's outstand1ng stock, 

except directors' shares, are owned by The Nevad.a Cal1tor.llia Electric 

Corporation. This corporatio: has agreed to su.~ender to applicant 

for cancellation the $454,000.00 or bonds upon condition that applicant 

issue to the said The Nevada Calitorn~a Electric Corporation $454,000.00 

of bonds under app11cant's ~roposed new t~~st indenture. 
There has been tiled in this prooeeding as Exhibit ft~ft 

a copy or applicant's ftNew Ser~es First Mortgage Trust Iudenture. ft This 
-

1s to be executed to The International Trust Co~pany, De!lver, Colorado, 

as Trustee. This trust indenture is ot the ope!l-end type. It vroVides 

tor an initial issue ot Series "Aft bonds not to exceed in tace amount 

*3,000,000.00. This series ot bondz is to bear interest at the rate 

ot six percent per a~um, ~ayable semi-annually on March 1st ~d 

September 1st ot each year. The bonds are to ~tu=e September 1, 1981. 

The company reserves the right to redee~ all or any part ot the Series 
nAn bonds a~ its option, upon the payment or the principal, accrued 
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interest and a prem1~ 01' three perce~t per a~um uDon the ~r1nc1pal, 

prior to September 1, 1979 and thereatter at pe.=. The cotIprulY covenants 

tnat it w11~ create a redemption tund by causing to be deposited to the 

credit ot sueh tund sem1-~ually ~ith the Trustee within thirty da~s 

a1'ter the first day 01' Febr'lUll7 a!ld August 01: each yea:: 'beg1nn1.og with 

the year 1932, a sum equal to three-quarters 01' one peree~t o~ the ag-

gregate pa= value 0: all bonds then outst~ding and which shall have 

been outstanding tor a period 01' at least t~ee months Drior to the date 

to ~bieh such payment relates. The ~oneys in the rede~?tion fund may 

be used 'by the company tor the P\~POSC ot acquir1ng add1tional proper-

ties aga1nst which the Truztee cannot cert1~ any turther bonds, or tor 

the purJ;lose or redeem1ng bo:o.ds outstand1Dg at not exceeding the redemp-

tion price. 
The t:::'uzt indenture provides that upon the tiling ot 

the certit1cate detined in Section 18 ot said ~~st indenture and the 

1ss~ce 01' the necessary order or orders by the Railroad or Public 

Utility Commission having jurisdiction t~ereor, aut~or1z1ng and stat1ng 

t~e amount or said proposea ~ond issue and the purpose or purposes to 

which said issue or the proceeds thereot Will be applied, the ~stee 

shall deliver to the Interstate Telegra:ph Com~ duly certitied 'tlonds 

authorized under the trust i~denture to the race or par value aggre-

gatins in ~ount eighty pe=cent ot the stated value 01' the additional 

assets acquired by the Interstate Telegraph Co:pany ~s shown by the 

property and ?roperty rights covered by said cert1t1cate. 
We have no objection to avplicant including such a 

provision in its trust indenture, but wish to :put said applicant on 

notice that an order ot this Commission permitt1~ applicant to execute 

a trust lndenture does ~ot authorize applicant to issue ~ bonds. Ir 
it hereafter desires to issue any bonds, it should tile a tormal ap-

plication or a~p11cations tor permission to do so. In passing upon 
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such applica~ion or applica~ions, the Commission will not, because of 
the aforesaid provision in the trust indenture, ~er.m1t applicant to 

1ssue bonds 1ll an amount equal to eighty r:e rcent ot the cost: ot add.i-

t10ns and betterments. Such ap~11cetion or applications must be 

justified by other reasons. 
On page 74 or the propose~ trust 1ndenture, applicant 

sets forth the cost or 1ts ?ropert1es as ot December 31, 1930. This 

cost amounting to $733,547.13 is made up as follows: 

Gillette appraised value as ot December 31, 
1914 was •••••••••••••••••••••••••••••••••• ~l,984.00 

Plus cost or all additio~ (net) to permanent 
:property J"aJl1laI7 1, 1915 to December 31, 
1930 both inclusive, (exclusive o~ construc-
tion work 1n progress December Sl, 1930) •• 331,553.13 

Fair value ot properties and assets ot Inter-
state Telegraph Compa:::.y as ot December 31, . 
1930 ........................................ $733,.547.13 

While we have no objection to applicant incorporating 

these figures 1n its trust indent~e, we are not thereby passing upon 

~e value of applicant's properties, either tor the purpose or issuing 
-securities or tor the purpose ot t1x1ng rates. ~ere is nothing in 

the record to 1ndicate the ~ount ot accrued depreCiation which should 

be set up against the $733,547.13. 

ORDER 

Interstate Telegraph Co~~ having aaked permission 

to execute a trust 1ndenture and to issue $454,000.00 ot bonds, a . 

public hear1ng haVing been held before EXaminer Fankhauser and the 

Commission being ot the opinion that the ::tOney, :prol'erty or labor to 

be procured or paid tor by the issue or sa1d bonds is reasonably re-

quired by applicant tor the ~urposes here1n stated, that such purposes 

are not, in whole or in part, reasonably chargeable to operating ex-

penses or to income, and that this ap~lication should be granted 



subject to the prov1sio~$ ot this order, t~ererore) 

IT IS E}~EBY ORDERED as tollows: 
1. Interstate Telegraph Co~~ may, on or betore 

October 1, 1932, execute a ~ew series first mortgage trust in-

denture similar in form to that tiled 1n this proceeding as 

Exhibit "Aft, provided that the author1ty herein granted to 

execute said ~ew ser1es tirst mortgage trust indenture is tor 

the :purpose ot this Ilroceeding only, and 1s granted insotar as 

this COmmission has jurisdiction under the terms ot the Public 

Utilities Act and is not inte~ded as an approval or said new 

series first mortgage trust indenture as to such other legal 

requirements to which said new series tirst mortgage trust 1n-

denture may be subject; and provided turther that the Commission 

reserves the right in subsequent proceedings to determine the 

terms and eonditions ~der which Interstate Telegraph COmpany 

may be permitted to issue bonds under SQid new series t1rst 

mortgage trust indenture. 

2. Interstate Telegraph CO~Pan1 may, on or before 

October 1, 1932, under the terms end conditions ot said trust 

indenture retund and retire allot its issued and outstanding 

first mortgage bonds in the tace ~ount ot $454,000.00 hereto-

tore issued under its t1rst mortgage or deed of trust dated 

March 1, 1912, and execute and cause to be certif1ed and de-

livered in lieu thereof and in exchange therefor, on a basis 

or par tor par, $454,000.00 tece ~ount of new series tirst 

mortgage bond=, t~e payment ot whiCh ~111 be secu:ed by the 

new series tirst mortgage trust indenture which apD11cant is 

herein authorized to execute. 
S. Within thirtr (SO) days atter the execution ot the 

aforesaid new series first ~rtsage trust indenture, Interstate 
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Telegraph COmpany shall tile with the COmmiss1on a eer-

t1t1ed copy ot such 1r.strc:ment, toge'ther With a report 

under the Co==dssion's General Order No. 24, which ~rder, 

1~so:ar as applicable, is ~de a ~art o~ t~is o~der. 

4. The a~thor1ty herein granted will become 

ettective when applicant has paid the tee preser1bed by 

Section 57 ot the Public vtilit:es Act, which fee is Two 

Hundred and Seven ($207.00) Dolle.:rs. -cI' 
DATED a.t San Francisco, C:!11torn!a, this ~ () - dJ:J:7 

or J'une, 1932. 

~4'~-", I 
COmmissioners. 


