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Decision No. ! I ;l.;,~ • 

BEFORE THE :RAILROAD COmn:SS ION OF 
TEE STATE OF" CALIFORNIA 

In the Matter ot the Application of) 
~ DBMAN !t'XGEPRONl: COMPANY ) 

for an. order authorizing. the issue ) 
ot notes or' oerti~icates of 1ndeb- ) 
tednes8 to pay outstanding notes ) 
and open accounts. ) 

(OJ fR1 U rrn ~ WJffi111 
Applioation No. 8291. 

W.J. Palethorpe for Applicant. 

BENEDICT, Commissioner. 

o P I NI 0 ]1'. 

THE n..~ l'ELEPHOn CO~.ANY asks permi ssion to issu.e and 

sell, at n~t less than $5 per cent. of their faoe value and aoorued 

interest, $35,000.00 of serial notes bearing 1llterest at the rate of 

7 per o~t. per annnm. The no tes are to be issued. for the pur-

pose of obtaining moneys to pay outstand,1Xl8 notes and 1ndebte~e88 

represented. by acaounts parable. 

!rhe Kerman Telephone Company was orga.n1zed in 1911, With 

an authorized. oapital stock of $35,OOq.OO divided 1n..to 1000 share. 

of $35.00 oAch. 

ehSol'O was leVi ad ul'on the stock ... It is o~ reoord ~hat t~ hOL-

ders o:r 7 sha.:c-es o~ stock 'have paid. their asseSsment. The time 

Within whioh the r$ma.lIl4&r were perm!. tted to pay the assessment was 

extend.ed. from time to time and none of the assessment has been col­

lected. neither has any of the stoCk been sold at delinquent sale. 

The result is that the oompany oarries on its be.lanoe sheet an item 
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of $3.492.00 due fro~ stockholders on acoount ofnon-~ayment o~ 

assessment. This amount should forthwith be colleoted from stoak-

holders and applied to the payment of 'indebtedness. !rhe authority 

herein granted Will not become effeotive unt1l the Comm1ss1onbaa 

been adVised. that the unpa1d asseSSment 1B collec.ted or the proper 

legal steps taken to enforce colleotion and the stook Bold at delin­

quent ssJ.e. 

In Exhibit No. ~ applioant as of Ootober 9, 1922, reports 

its indebtedlless at $33,022.09. Of this amoUnt, $3,,800.00 is repre-. " 

, , 

sented by a note payable to the First National :Bank~ $1,568.26 by a 

note payable to the \7estern Eleotri0 Company, and $4,977.96: by trade , , 

&eee~tances payable to the Wester.n Electr1c CompanY_ 

ind.ebtedness represented. by 'aud1ted.',?,o'C.chera 'amounts to $22~ 6'75.85, ~:t 
.. 1· • 

which $18,796.48 is payable to the Fresno Farms COt1paXJy and $2,S62.17 
, . 

to the Western Electrio Company. !!!he Fresno F~s Company owna all 
'. '. 

of app11oaut's outstand.il::lg stock, except 30 shares. The'reoord shon 

that applicant's indebtedness was inourred for th~ purPose ~f paYing , 

for new properties and meeting operating defiCits. At least $3,492. 

of applicant's debt should be paid through the colleGt1on o~ ~pa1d 

assessments. 

On September 3~ 1921, the Eailroad Commission authorized 

applicant to increase its rates provided that certain improvements be 

made in its telephone system and telephone serVi08. Not untIl reoent-. 
1y have these 1mprovements bean completed. Consequently applioant 

has not benefitted by the rate inorease. Asot July 1, 1920, the 

Commission found the estimated historioal cost of applioant'sproper­

ties to be $24,563.00 and the depreciated historioal cost' $15,607.00. 
, " 

Since the date of the a~pra1s81 of applioant's properties by the Com-
~ 

mission's engineers, it reports ~ expen~iture o~ $l8,635.54 for new 
,. 

properties. 

In my opinion applioant should not be permitted to IsBUe 

more than $30,000.00 of notee, and I ,hereWith submit the folloWing 

for= of Order:--
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o R DEll. 

KERttAN TELEPHONE C01t?ANY bAv1Dg applied to the. Railroad 

Comcission !or permission to is~e notes. a publi0 hearing haVing 

been held and the Railroad COmmiSsion being of the opinion that appli­

cant Should be pe~tted to'issue $30,000.00 of notes ~bjeot to the 

conditions of this oraerj 

IT IS RE?38Y ORDERED, that ~ TELEPHONE COM:PANY 

be, and it is hereby, autb.ori~ed. to isEm.e arid" seil on' or before 

Maroh 15,1923, for oash, at not leas than 95 per oent. ot their 

.. face value s,nd aocrued 1nterect $30,000.00 of 7 per oent. notes pa,-a­

ble on or before three :rears after the effective date of this orier, 

and use the proceeds to pa7 indebtedness reported 1n1ts Exhibit 

NUI:lber One filed 1n this proceed1:og. 

The a:o.thori ty herein granted 1S subjeot to the follow-

1:lg cond.itions: 

l.--The authority herein gra:nted Will not beoome effeotive 

'tUlt1l the Commission has been advised that the 

unpaid assess~ent on applicant's oapital stoCk, 
'"' referred to in applicant's balance sheet o~ 

September 1, 1922, has been collected, or the 

proper final legal steps taken to entorQ8 colleo­

tion, of the assessment. 

2.--The authority herein granted Will not beoome effeotive 

until applicant has paid the fee prescribed b7 

Section 57 of the Public Ut1l1tiee Act, which 

fee amounts to thirty dollars ($30.00). 

3.--Ke~ Telephone Company shall keep suoh reoor~ of the 

issue and sale of the notes and the disposition 

ot the proceeds as Will enable 1t to file on or 
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before the twenty-fifth day of eaoh month a veri­

fied report as required by the Railroad Comm1sa10n's 
~ 

General Order No. 24, whioh order, in ~o far as ap-

plicable, is ma.de a part of this order. 

IT IS HEREBY ~EE:a ORDERED, that the applioation 1n so 

far as it' relates to the >'issue 'ot'$5,OOO.OO faoe value of notea, 

be, and 1 t is hereby, denied Withou.t prejudioe. 

~he foregoing Opinion and Order are hereb~ approTed and 

ordered filed as the Opinion and Order of the Railroad CommisSion 

of the State ot California. 

~ 
DATED at San Francisoo, California.,. this __ I_~ _____ day 

of November, 1922. 
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