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Decision No. LI3 tl · 
BEFORE 1'.83 RAILRO.AI> COMMISS ION OF THE 

STATE OF CALIFO:aNIA. 

In the Matter of the a~plication of ) ~I 

FEDERA,!, TELEGB..A?R CO:M:PANY. ) 
& California. corporation, for an or-) 
der authorizing the is~snce of ) 
50.000 shares of its proposed in- l 
creased. caPital stock. ) 

Applicat10n No. 8374. 

Hiram W. Johnson, Jr., for applicant. 

BENEDICT, Commissioner. 

o PIN ION • 

. FEDE:RAL TELEGRA:PR CO:M:?.ANY asks per:n1ssi.on to issue and sell 

at $7.50 per share 50,000 shares·C$500,OOC.00 par value) of its aom-
~ 

mon capital stock and use the proceeds to pay in part for the oon-

struction of radio stations and provide itself with fUnds to pa7 

notes s.nd aCCO'Ollts payable. 

Applicant has an authorized stoek issue of $2.500,000.00, 

divided into 250.000 shares of the par ve.lue of $10.00 ,eaoh. Ita . . 

Board of nirectors have passed a resolution tncreaSing app110sntts 

sto~ from tz,500,OOO.OO to $3,500,000.00, divided into 3S0,000 

Shares of $10.00 each. Z~e stockholders at a meeting held on 

December 20th authorized an increase· in app11ca:c.t'ts stock to 

$3,500,000.00. 

By DeCiSion No. 8380 in Application No. 6256, the Railroad 

COmQi33ion authorized applicant to issue and sell $500.000.00 of 

f1:rst mortgage e par cent. serial gold notes for the purpose of con-. 

structing four Wireless tolegraph stations. At the time ~p11aa.;.' 

t1o:a. No. 6258 was presented. the cost of the sta.tions wa.s estima.ted at . . 

$441,413.00. Applicant now reports ths.t the cost of the stationa 
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exceeded tho or1g1nsJ. estimate by $206,~OO.OO, and that such increased. 
I 

cost was due to the, engineers being una.ble to acc'tl.rately estimate the 

construction cost becauSe of the unique an~ extraordinary work that 

had to be done in ¢rder to co~plete properly ~he stations. ~o f1-

DAnce temporarily the increased cost of the stat1o~ applicant has 

issued notes and used its working capital. . , 

It is of record that applicant bas expendea $2l8,349.23 ~ 

obtaining permission from the Chinese government to const,net radio 

stations in China. These otat10ns, however. Will not be construc-

ted by applicant" but by the Federal Telegraph Comp~ 0 f :Delawe:e" 

a new corporation. ~e new'corporation Will reimburse applioant 

on account ot the expenditure in the amount oZ $169,972.68. The re­

mainder ot the preliminary expense Will have to be paid by applicant. 

~e testimony shows that applicant is in nee~ o:t $346,660.54 cash to 

pay notes and accounts payable and to reimburse its, treasury. The 

$346,660.54 is made up of the folloWing items: 

Notes:pa.:ys.ble, .. .. • .. .. .' .. • .. .. .. .. .. .... $205,OOO~00 
Accounts payable. ......................... 93.283.99 
liet :pre11m1Dary expenses to secure perm,18aton 

to construct radio stations in Cb'D8 ... 48,3'6.55 
TotaJ.. .. . .. • .. .. $34,6,660.54 

Ap:plicant will offer the $500,000.00 of stock 'to its atook-

holders at $7.50 per share. Each stoCkholder Will be permitted to 

acquire one share of the new stock for each five shares of stook now 

owned by each stockholder. Any stock that wUl not be aeqUired b:y. 

stockholders Will be p'tlrcbased by Stephens & Company, who have un­

derwri tten the sale of the stock for s commiSSion of fifty oents per 

share. As a result of this underwri t1:og agreement" spplicant will 

net from the sale of the ctoak $7.00 per share. ~s net sell1.Ilg 

price is lower than the CommiSSion ordinarily authorizes. The re­

cord. in this case, however,. justifies a departure .. from 'the princi­

ples announced in former dec1sions and the grsnt1ng of this applica­

tion. 
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I hereWith submit the following form of Order: 

·0 R D E "R. 

FEDEB.AL TE!iEG~R COMPANY haVing app11ed to t~ RS.il~o&d 

Commission for permisziOn to isS'tle$500,OOO.OO par value of its com':" 

,mon ca.pital stock, a public hearing haVing been h~ld and the Com­

mission being of the opinion thct the money, property or labor to be 
~ , 

~rocured. or paid. for through the issue of such stock is reaconab17 

required by spp11osnt; 

IT IS B3REJ3Y OWERED, the. t FEDEJ?AL TELEG::u.E1 COT:aANY' 

be, and it is hereb~, authorized. to issue and sell, on or before 

June 30, 1923, a.t not less than $7.00 per share net, 50,000 share.8 

($500,000.00 par value) of its common stock ~nd use the prooeeds to 

reimburse its tres.3Ul"Y on account of ear.c.1ngs expended for additioDJS 

and better::lents and. to d.iScharge notes and a.ccounts payable 1nc'Ol'red 

for tho purpooe of panns fo:: the additions and betterments referred 

to 1n this application; proVided-

TRlT Federal Telegraph Company Will keep such 
, . 

record of the issue, sale and delivery of the stock herein 

authorized and ot the d.isposition of the proceeds as Will 

enable it to file, on or before the 25th day of each month, 

s. verified report as required by the Rs1lroad. CommisSionte 
~ 

General Order No. 24, which order in so far a.s app~1cab~8 

i a made a. pa.rt of th! S 0 riel". 
',' '.1' .• .... ., 

" The .foregoing Opinion and Order are hereby ap:pro'l'ed and 
ord.ered. filed a.s the Opinion $.Xld. Order' of the Ra.ilroa.d CommiSSion o:t 
the Stet~ of California. ' 

Dated.,a.t San FranciSCO, Ca.ltfOrnis., this 
of DeceI:lber, '1922. -


