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Decision No. [ .05 0 .

BEFOREZ THE RATIROAD COLEISSION OF TE=
STATE OF CALIFORNIA

In the Mattexr of the Apvlication of

PEDERAL DELZGRAPE  COLPARY,
& California corporation, for an Ayplication
order authorizing it to isswe and
sell $500,000.00 face value of 8 per
cent serial gold notes.

Hiram W. Joznsorn, Jr., for svplicant.

TOVELAND, Commissioner.
O2PIRICOCN

DIEDERAL TELEGRAPH COMPANY asks permission to execute a
trust agreement and to issue and sell under such asgreement at 95 per

cent of their face value plus accrued interest, $500,000.00 of fLirst

mortgage 8§ por cemt serial gold notes and use the proceeds to pay the

cost of constructing four wireless telegraph statlons.

The record shows that applicent is engaged in a commercial
tolegraph business, and as such, transmits telegraphic messages be-
tween the City o2 Poriland im the State of (regon, the City of Seattle
in the State of Washirgton, and the cities of San Framcisso, LoS An-
geles and San Diego in the State of Calilornia. Applicant is also
engaged in the manufacture of wireless instrumentis and electrical
apparatus at its factory at 2alo Alto. It reports that at least
80 per cent of the wireless businmess done in the United States of
- smerica is conducted by means of izstruments manufsctured by it at

its Palo Alto factory.




At the present time applicant conducts its telegraph
busiress over wires leased from The Pacific Telephone and Telegrapyh
Company. Oz Jenuary 12, 1920, without any yrevious notice, The
Pacific Televhone and Telegraph Company notified apnlicant that on
and sfter February 15, 1920, the uwse of its full lMorse duplex tele-
gravh circuit connecting offices 0f *he appliéant in the Hobart Buil- '
ding, San Fraxcisco, witk the offices of applicant ir the Board of
Trede Bulilding, 2ortlsad, Oregon, and the wse of its Zull iLorse du-
plex telegraph circult comnmociting epplicant®s offices in the Board of
T™rade Buwilding, Portland, Oregon, with zvpiicant’s offices in Seattle,
Wasnington, would be discoatinued. Trereafter applicant f£iled its
complaint in the Suverior Court in and for the City ard County of Sax
Fraoncisco, praying for en injunctior preventirg the discontinuance of
" the use of ssid circuit without first givirng to anplicant such prior
notice as was Lalr, Just snd reasonadle and as would permit applicant
wlth due @iligence and dispatckh to accouire or construct such other
facilities as might be necessary or mrovexr Lor the continuance of its
busiress and the continued performance And rexndition of its service
to the general public. Immedictely thereafter The Pacific Telepkone
and Telegreph Company filed 1its answer ané on hearing duly had, the
Superior Court in amd for the City ané County of San Francisco issued
& temporary injunction restraining The 2acific Telephone anld Tele-
graph Company from discortinuing the use of saild lines to applicant.
The Superior Court set the complaint down for hearing at an early date
thereafter. During the time intervening between the granting of
+he temporsry injunction and the &ate set Zox the trial of tiae asticm,
sprlicant and Tre Pacific Telephone and Telegrapa Corpany entered into
an sgreement adjusting the controversy between them. Under the
termc and conditions of this agreement, applicant is required to pro-

ceed with due diligénce and dispetch to construet ard instell wireless

stations at or nesx Portlaxd, Cregon end at or near its factory'at
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Palo Alto, and is given the right to comtinue the mse of the lines of
The Pacific Telephone and Telegrarh Compary watil Januwary 1, 1921, or
wntil such further time as applicant's wireless stetions may bé com-
pleted.

The testimony shows that applicart is now engaged in
constructirg a wireless station near Portland, another station near
2alo Alto, and that upon the completion of these two statioms, it in-
tends to construct two smaller stations, -one st ILos Angeles and the
other at San Diego, California. The cost o2 the four wireless sta~
ticns is estimated by applicant as follows:

Eillsboro Station nesr Portland,
Xarsh Statior near Talo Alto, .
Los Angeles Station, « « o« o &

San Diego Station, « « « ¢« . . .
Total, .

. $175,694
168,719
89,500
17,500

Each of the stations is to be equipped with the highest type of
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Federal radlo arc trarsmitving apparatus, together with all necessary
machirery or appliances to make the stations of the highest efficiency.

Tee $500,000.00 of 8 per cent first mortgage serisl gold

notes, which applicant asiks vermission to isswe, are to be secured by

by a trust agreement executed to the Anglo-Califormis Trust Company,
trustee. This agreoment 1s to constitute 2 first lien uponuall the
company'é vroperties, %hich it owvns on the date the agreement is exe-
cuted as woll as a lien on the properties théreafter acquired. The
notes are to te dated November 1, 1921, and are to mature at tpe rate
$100,000.00 per annum on Rovember first of eacﬁ o2 the years 1923 to
1927, both inclusive. Te trust agreement, as origirally submitted
by applicant, required it to pay irto a2 sinidng fund out of cwrrent
earnings $20,000.00 durirg the year erding Rowvemver 1, 1921, $30,000.00
during the year ending Rovembver 1, 1922, $50,000.00 during the year
ending Bovember 1, 1923, and $100,000.00 durirg the years ending
November 1, 1924 to November 1, 1927, both inclueive. At the hear-
izg, applicent agreeld to modify the trust agreement 8o as to reguire

vayments
1% to devosit the sinking fund/set forth in the agreement withoud
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svecifying the source #rom which it shall obtain the mopeys 16Ce8EETyY

to meka Such peyments.

Applicont has no bonded indebtednesa. Ite current liabili-
ties on September 30, 1920, are reported at $10C, 768.78. The ourrent
1iebilities ireclude notes peyedble of $5,000.00, waich were iscued to

obtein moneys necessary in conpection with the comstruciion of aypli-

cant’s proposed wireless ztetionsa. Applicant asks the Commission

for permission to use vart of the proceeds obtained from the sale of

the potes herein suthorized t¢ pay the 545,000.00 of notes.

Yre R.D. Schwerin, prosident of the Federal Telegraph Company,
tostisied that the company had S0ld the $500,000.00 of notes at 96 exd
scerued interest. Wrile the proceeds which applicact will realize
from the sale of these notes sre in excess of the present estimated
cost of applicart’s four provosed wireless stations, the testimony
ghows that applicant intends %0 fssue and sell oxnly such an amount of
notes as may be necessary to pay the cost of construoting the wireless

stations.
T rerewith suomit the following Torx of Order:

0 R D & R.

PEDERAT TELEGRAPE COMPANY having apolied to the Railroad
Commission for permissiocn to execute a trust agreement and to issue
$500,000.00 o:t first mortgege sorisl 8§ per cent gold notes, a public
resring ha.vins been held and the Reilrosd Commission veing of the
opinior that the money, property or labvor to be procured or paid
for by such issue 18 reasonsbly reguired by applicant and that the
expenditures Lor Such purpose or Purposes are not in whole or in
vaxrt rea.sona‘ély chargeable to operating exponses or to income;

I7 IS EERESY ORDERED, that PEDERAL TELEGRAPE COMPANY ve,
and it is beredy, authorized to execute & trust agreement substanti-

ally in the same Jorm &8 +he amepded trust agreemept filed at the

bearing on this proceeding on lovember 15, 1920, provided that the
e
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approvel hexein given of said trust agreement 1s for the purpose of

this proceeling only and an approvel in so far as this Commdssion hes

Jurisdiction under. the terms of the Public Ttilities Act axd is not

intended as sm approval of said trust sgreement as to sush other legal

requirements to which said trust agreement may Dbe subject.

I7 IS Z=REBY FURTHER ORDERED, that FEDERAL TELIGRATH

COLPANY be, snd it is heredby, sutnorized to issue and sell at not

less than 95 ver cent of their face value plus accrued interest,

$500,000.00 of its first morigage serisl 8 per cent gold notes.

"he authority herein granted is sublect to further

conditions as follows:

l.--The proceeds from the sale of the motes herein authorized,

or such vortion thereof as may be necessary, shall be
used by applicant to pay the cost of acquiring and
constructing the wireless stations and apparatus

deserived in this application, or pay indebtedness
ineurred orn account of the acquisition and conmstruc-
tion of said statioms. Any proceeds not necessary to
pay for seid wireless stations shall be expended only
for such purposes &s the Railroad Commission may autho-

rize ir a supplemental oxrder or oxders.

Ze~= Applicant shall file witk the Rallroad Commdssion within 30

deys after its execution & verified copy ¢f the trust

agreement hereir suthorized to be executed.

3.— Foderal Telegraph Company shall keep such record of the issue

and sale of tke notes herein suthorized and of the dis-
position of the rroceeds, as will ensghble it to file on
or before the 25tk day of each nonth & verified repoxrt
a8 recuired by the Railroed Commission®s General Qxder
No. 24, which oxdex, im so far as applicable, is made &

vart of this order.
-
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4e-= Tho authority herein granted will not become effective
until applicant has paid the fee prescribed Dby
the Public Utilities Act.

S.~= The authority herein granted will apply only to such
notes as may be issued on or before April 30,

1921.

The foregoing Cpirion and Order are hereby approved
and oxrdered f£iled as the Opinion and Order of the Railroad Commission

of the State of California.

A

Dated at San Framcisco, Californmis, this __ 4 (

day of Rovember, 1920.
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Comrissioners.




