2ZFORE THE RAILZEOAD COLRISSION OF TEZE STA

In the Matter of the Lvplication of
CALIFORNIA-OREGON TZLEPEONE C0.,
for an orcer autnorizing the icsuc of Loplication No. 22399

irst

20,000 face amount of Lts Fi
mlortrage Bonis.

BY TFE COMISSION:

0P IN

Caiilfornia-Oregon Telepnone Co. 2sks por-
than 954 of their face valuc and acerued
Wortgage Bonds and to execute an inden-
ture %o secur - of an authorized bond issue of $50,000.

Czlifornia-Oregon Telephone Co. iz a California corporation.
It owns and operztes a % : c cystem at Tule Lake and
vicinity in Modoe cnd Siskivou Counties. Thne company®s lines connecet
with the toll systex of Columbia Utilities Company ot the Cregon-
Celiforniz lire (Zatfield) and with the system of %he Public Utilities
California Corporation at Perez, Czlifornia. The Columpila Ttilities
Compeny, through stock omersndp, controls applicant.

Mr. C. T. Leeds, Jr., 2n associate engineer of ‘the Railroad
Commiszslon, inventoried znd the coipany*s propertie-‘
Octoder 31, 1929. A covy of
“ts generzl manager has advise

&G no odbjection to said inventory and conr

n
C. T. Leeds, Jr. shows the historicsl cost of applicant s propertics
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¥42,045.18 and the accrued depreciation at $5,956.44. The two amounts

tre segrezaved as follows:-




Estinmated Acerued
Cost Denreciation

Orgonization $  704.20 & -
Franchices 250.00 -
Bulldings £0.71 5.7
Central office equipment 755.00 167.51
Station apraratus 5,149.21 1,152.42
tation installations £39.48 -
Drop and dbloek wires 961.51 -

P- B- X- M-O'? 17-58
gooths and special fittings 6.71 1.36
Pole lines 21,285.21 3,614.02
Aerfal cadle 2421 4A 46.01
Lerial wire 9,154.25 906.27 .
Underground conduit 154.0L 4.93
Fumiture znd office equivment 4£39.26 39.97

§A2EOé§.18 §25926.@é

¢ depreclated estimeted cost of the properties is $36,0823.74.
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The company reports ror 1937, operating reveaues of $9,371.57,
for 1938 operating revenues of $10,677.36 and for tne £irst six months
of 1939, operating recvenues of $£5,794.48.

'I% 15 of record that applicant ic indebted to Columbiz Usilisies
Company in the amount of §$16,333.66. It desires permizsion “o issue
its donds for the purpose of naying thls Gebt and providing'itself with
a2bout $2,000 of cash needed to extend its tclephone system in order that
service may be given to new settlers in the Tuwle Laoke region. e
believe that zpplicant's oond issue should be limited to $18,000, and
that sald bonds saould be cold for not less than var.

As stated, applicant zsxks vermission To execute an indenture o
sceure the vayment of 2n authorized boné issue of not to exceed $5C,000.
Of these honds, it oproposes to issue vresently $20,C00 face amownt.

Tae ZLzsue, however, will be, by the order herein, limited to 512,000.
Under aoplicant's present proposal the donds will be deted July 1, 1939:
bear interest a2t thc rate of 5% ver annum, payable semi~anmually and
mature sericlly a2s follows:

§1,000 Zface amount during each of the years from July 1,1941

to July 1, 1946, both inclusive, ané $2,000 ner annum .
for the years thereafter until 2ll of sald bomds are peid.
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The company res€rves the rigat to redeem sald bonds on sixly
they are redeemed on or before July 1, 1942, ¢
“ne nrinecipal, the acerued interest and 2 premium of
if they are redeemed alfter July 1, 1942 but on or bvefore July i,
the premivam 45 2%; if they zro redeemed after July 1,1944 dut
wefore July 1,1946, the yremium iz 1x%; if they are redccmed
July 1, 1946 but on or before July 1, 1948, the vremiun is 2%;
il they cre redeemed after July 1, 1948 and on or before July 1,1950,

the prexium 15 1/2 of 1%. No prexium 45 payable on bonds redeemed

cfter July 1, 1950. We nave no opjeection to the bonds being dated

January 1, 1940 and other approvriate changes mede in the dates Just
mentioned.
hoplicant has fiied In this »rocceding a cody of its proposed
indenture. Yie nave reviewed thic Indenture and bvelieve that 4t showlé
ve modified im several respects. IV occcurs to us that the granting
clzuses would be less ambiguous if maragradn (o) of Division IV were
elininated in its entireiy. Parcgrapn (») of Scetion 2, Article I
ond Seetlon 4 of Article I of the indenture cover the same subject
moLter. In ovr opinion, - n (b) of said section 2 showld be
deleted. Thre sccond paragradh (c) under Section 2 of Article I; mekes
a relercnce to depreciation charges to the extent set forth in Section
9 of Article III of the Iindenture. However, said Sectiom 9 of said
Article III does not relate to deprecilation charzes ox depreciation
eguently one or tnc other of caid section shovld e
revised. Under Section 11 of Article III of the iIndenture, the com-
vany covenonts thet it will not declare or pay any cash dividend upon
©s caplial stock of any classification, at any tize outstanding,cxcent

out of earncd surslus zccumlated subsequent to July L, 1939. The
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section then provides that the annmual net ecrnmings added to surplus shall
ve determined secording to sound telephone utility accomnting practices,

and that the company will not pay ony such cash dividends, in any evenv,

+o suen an amount as will reduce the earmed surplus O the company belov

cn emount sufficient to nay in full the bonds maturing wmder the ternms

of the indenture a2t the next two maturity dates following the declara-
tion of cuch dividends. This section schould de revised,znd as revised,
obligate the compeny to determine its anmual net earnings according to
the system of ac¢counts prescerived by the Railroad CGmmission o the
State of California, or, in the absence of such a system of acecounts,
accoxrding to sound telepnonce utility accounting vrac¢tices.

Seetion 3 of Article V of the indenture provides that any nmoncys
pald to the corporzate trustee ant not expended within a period of vwo
years after the deposit of the moneys witna the corporate trustee shall
be applied by the corporave trustee as the compeny may direct, to the
purchase of vbonds of aony series thcn ovtstanding. Tric language, we
believe, should be modified so as To reguire %tae corporave trusitee 0 .
seleet in an imoartial menner the donds to be redeemed througa the use
of such funde.

we believe that applicant should submit to the Commission 2
revised Indenture securing the vaeyment of itz bonds, ond that the order
kerein authorizing aonnlicont to issue bonds should not become elffective
until the Commission nos authorized applicant to secure an indcnture

for the nayment of such bonds.

Tne Commission naving considered the rocuest of Californila=Qregon
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lepnone Co. 0 dssue $20,000 of bvonds, anc it being of tre opinion

that this is not 2 matter in which & nearing is necessary, and that
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zoplicent should be authorized, subjiect to “ae provisions of this order,
vo issue not excceding $18,000 of First Mortzage Serial 5% BonGs Zor
the purpose of paying indebtedness and constructing additions and net-
terments to its propexties, ond thet tae expenditures for suen PUrpPoOses
2re not in whole or in part reasonadly chargzeable t0 operating expences
or to Income, therefore,

I7 IS ZEREBY O2DIRZD that thn Californiz-Oregon Telephnone Co.
may, alter vhe effective date nercof and prior to August 1, 1940, issue

av not less than par, $18,000 of its First dortgage Scriel 54 Bonds,

and use the proceeds +o noy Indebtedicss due Columbia Utilities Compony

and nay the cost of acdditions ard betierments, to whlch reference ic

vplicantts petition, or pay indebiedness incurred for “hat

EEREPY FURTHER CRDERED thet tze authoriiy nerein granted

will not become effective until the Compission ncs awshorized Californio—
IAATE Qlhr it A ZTNLTD
Oregon Teledhone Co. tcksecure Tie payment of said bonds, or until
Y

California=~Oregon Telenhone Co0. nas pald the ninipusc-leerpreseribed by
Seetlon 57 o the Public Utilities Act, which minizum fee is Twenty-
five ($25.00) Dollars.

I7 IS HEERZRY FURTERR ORDZEXED thot Collitormic=-0Oregon Telephrone Co.
shail file with the Reilroad Commission monthly revorts in compliance wita
the Commizsion's General order No. 24~A, which order, insofar as anplicabie,
is made 2 part of this oxder.

A
DATED ov San Francisco,Californiz, this lay o February,

COLMICSIONZRS




