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Decision No. ] iy (,

DEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA.

In the istter of the Application )
0f FEDERAL TELEGRAPHE COMPANY for )
suthorizaetion and permission to )
declare o Stock dividend to Poul- )  Application No.5857.
sen Tireless Corporation from its )
inecreased capital stock. r

Hiram 7. Johnson, Jr., for applicent.

LOVELAND, Commissioner.
OPINION.

TEDERAL TSLTGRAPE COMPANY asks permission to issue
$2,391,775.00 of it3 comuon stock to Poulsen TWireless Cor-
voration.

| The record shows that Poulsen Wiroless Corporation,
an Arizona corporstion, has an zuthorized stock issue oil
825,000,000, divided into 250,000réhares of the par value
of $100.00 each; tuat $24,917,750 of its stock is outstend-
ing; that it owns a0 property other than $100,000 of out=-
_ Stonding Federal Telegraph Compeny stock; that the value of
the assets of Federsl Telegraph Company is greatly in excess
of 5100,000 end that it bes been determined to disincorporate
Poulsen Tireless Corporation and dlstribute the Federallmele-
gréph Compeany stock now outstanding and that which way be
issued pursuanﬁ to the order of this Commission and the orxder
of the Commissioner of Corporatioms to the stockholders of
Poulsen Tireless Coxrporation.

The petition hereln shows that on January 7, 1920,

the autnorized stock of Foderal Telegqapﬁ.COmpany was in~
cressed from $100,000, divided imto 1000 shares of the par




value of $lO0.00'each, to 42,500,000, divided into 250,000 shares of
the par value of $l0.o00 each. It.is epplicant?s intexntion to de
clare a stock dividend to Poulsen Wireless Corpoxation, its sole
stockholder, of a number of shares exactly equal to the number of
outstanding shares of said ZPoulsen Wireless Corporation. Upoxn +the
consnmmation‘of spplicent’s plans, there will be $2,491,775 of
Pedersl Telegraph Company stook instead of $24,917,750 of Poulsen Wire-
less Corporation stock outstanding, end it is therefore urged thaf
this application should be viewed from the point of view of reducing
the capitalization of the properties now controlled through stock
ownership by Toulsen Wireless Corporation.

The principal business of applicant is the manufacture
of wireless equipment and apparatus at a plant located at Palo Alto.
The petition shows that at least 80 per cent of the wireless business

done in the United States is conducted by means of instruments menufac-

tured by applicant. In addition %0 manufactuxing'wireless instru-

ments and apparatus, spplicant does a telegraph business over wires
leasged from mhe Paciric Telepkone axnd Telegraph Company, apd it repoxrts
that it is becsuse of this business thaet it has filed this application
with the Railroad Commission for permission to Lssue stook. On account
of applicant beling exgaged primerily in business wesoh is not of a pub-
1i¢c utility pature, I am ipelined to view this application different
then T would if applicsut wexe engaged only in public utility ‘business.
, Applicant reports thet from the date of organization to
December 31, L1919, the sum of &2,086,985. 59 has been invested in its
business and that tnzs ipvestment represents plant ard equipment value
at %326 091.79, net current assets including cash, naterials and sup-
plies valued at 436, 282. 65 and patent rights velued at $1,324, 611.35.
The $2, 086 985. 69 is reported to represent actusl cash invested in ap-

plicant™s business and does pot include the Poulsen wireless Corpora-

tion stock and $500,000 of bonds originally issued -to Thompson, Eonlsgn

opd Peterson in exchange for patents. The petition shows that in May,
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191§, applicant sold to the United States Government for the sum of

$1,600,000 ar exclucive license in and to all its patents for mee with-
in the Upited States and i1ts dependencies, but reserved 511 foreign
rights accruing from oxr growing out .of sald patents, and likewlse,
gpecifically reserved the right to mopufacture its izstruments and
appdratus nnder sald yatosts, subject to the approval of the Secxretary
of the Navy of the United States of America. The $1,éoo,ooo‘obtainod
from the United States Govermment was used to pay the $600,000 of bonds
jseuned to Thompson, Poulser and Peterson in exchange for patents and %0
1;quidate current indebtedness.

Applicant Loxr 1919 reports a gross business of
$1,848,879.79 and & surplus of $175,506.17. without making & defi~
nite finding as to the value of applicant’s patents, I am satisfied
that because of moneys actually invested ix applicant’s plant and
equipment,in ite patents and business, the Commission msy grant this
applicetion. T+ should, of course, be understood that the granting
of this application is based entirely upon the facts disclosed by the

record in this proceeding.
I herewith submit the following form of Order.

0O R D E R.

FIDERAT TELEGRAPE COMPANY having spplied to the Reilroad
Commdssion for permission to issue stoclk, & public hearing having been
neld and the Railrosd Commission being of the oplnion that the iesue
of the stock herein authorized is réasonably required for the purposde
set forth ip tais order and that thils application shou;d e zranted
gubject to the copditions irn this order;

I? IS TEREBY ORDERED that PEDERAL TELEGRAPE COLTPARY
be, and it 415 hexedy, authorlzed %o sssue on or before October 1,1920,
not exceeding $2,391,775.00 of its common capital stock for the pur-
pose of reimbursing ity tressury bvecause of moneys 1nveated in its
plant, equipment, patents and business, provided;
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That the stock herein suthorized, after the reimburse~
ment of applicant’s treasury, is delivered to the Poulsen
Wireless Corporation, and distributed as eét forth in this
petition: |

and provided further,-

That within thirty days after the issue of the stock
herein authorized, the Federal Relegraph Company will file
with the Railroad Commission a verified report as regquired
by the Railroad Commdssion’s General Order No. 24, which

oxrder, in 8o far as appiicable. is made & part of this

order.

The foregoing Opinion sxnéd Qrder are hereby appfovad
and ordered filed as the Opinion and Order of the Railroad Commisaion

of the State of Californisa.

- dy
Deted at San Francisco, Californie, this §:>-n

day of Marokh, 1920.

Commissioners.




