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Decision 110. I '3 a f, " • 

BE1'O:aE TBE RAILROAD COMlrIISSIOlf OJ!' ~ S!U.TE 0' CALIFORlIJ. 

In the lIatter of the Applioation of th ... ·) 
SOUf.R1IES!rERI ROME TEIZPHOltE CO~.mY. ; 
for, an order anthor1zing it to issue itJ 
:r1rst and Unified Mortgage Gold BonU ., 
(later to' be bom as ?1rst )[ortgage ) 
Gold Bonda", )811d for an ,Order authoris- )l 
ing the us. and sale of certain serie.~ 
A bond. for the purpose of re~dtng th ' 
outstandiDg first Mortgage Bonds heret ' 
for. issu.ed by the Compcq. and. for the 1) 
p~08. of 1ikeWi.. retunding the Firat 
Mortgage :Bonda of the Redla:nda Rome Te1~ 
ephone Canpsnr. and for the purpose of ) 
discharging andrefun~ oerta~ other 
obl1gat1ans. and alao for the ~urpoa. ,l 
of provid.1ng :f\mda from time to t1:m.. 
m the future neeeS8&r7 to extend and l} 
enlarge the bus1neaa of the ooD1P8ll7 and 
to pq for neoess6r7 extens10l'18 and bet- l 
terme.ata; also for an order anthor1ztng 1 
and ap~rov1l1g & Trust Indenture to be 1 
issued 88 of the f1rstdar of October, 1 
A.D. 1924. eOTeriag al~ the propertiea l 
of, the Oompatq' :in the Sta te o~ CaJ.1for- 1 
n1a now owned or hereafter to be ao- 1 
qU1re4. 1:c. its bUSiness. ) 

Appl1oation 
:rtam.ber 

10260 

, Charles F. Potter~ for .£»plioaut. 

:BY THE COMKISSIOK: 

O?INIOl{ 

Southwaatem Rome Telephone Comparq aeka permi.Sion to 

execute 8. mortgage or. deed of trut 8ubstant1&1l7 in the same :fom 

as that :fi1e4. in this prooeed1Jlg and marked "BXh1bit C", and to 
. .-

issue $340.·000.00 of bonds under nob. mortgage or deed o1! traat 

to refund ~debtedneaa. 



1'he Commission haa on several oooasiona oom:nented on the improper 

and exoea81TI capitalization of the properti •• o~ the So~thwest.r.n Roml 

~.le»hone CO,MP&n1 (Deoision Xo. 1296,dated Feb. 24,1914.' Vol •• ,Op1n1Qna . 

. ' 

No. 5057. de,te4 Jan.18,1918, 'Vol. 15, Op1n101ll and. Ordera . of the Railroad. 

In Decis10n l{umber 9910 (dated Dec. 2J.. 1921., Vol.. 20. Op1:n10%18 

and Ordera of the Railroad. Commission, of C8l1fol"D1a, 'Page 1053) the 0011-

m13s1on ~1xed app11oant's rAtes. ror the purpose o~ that prooe.4~ the 

Comm1aa1on'e ~eertng department estimated the hiator1oa1 eoat o~ thl 

oomp~r8 properties at $392,148.00, whill the cOtllJuIZl.7 submitted ~",gur •• 

amounting to $511.4r90.51. !rb.e llet cost o~ add1 tiona a:a.d better.Df nte sinoe 

then 1s reported by the comp8.ll1' in this prooeed1ng at $27.042.'3 Which, 

added to the Oommission's engineer1ng department figure., makea a total 

of $4l9.190.73; or a total of $531,539.29. 1f the $2'.042.73 1s added to· 

the company's ~1gure8. In the rate dec1siOA the Commisa1oa made DO de~1-
. . 

n1 t. f1nd.1Dg as to the estimated histor1oal. oost of the oompany's .proper-
-

ties. but comments on the di~~erenoe between the ~1sa.re8 subm1tte4.. 

l!'or the past three years the Southwester.a Rome ~elephon. Company 

reports earn1:D.g8. expenses and d1aburaements 88 folloe:-

ITEll 1923' '192219ftr; 
operatIng revena.1 • • • .... ~135. '196.61 $126,m.OS tm. .SO 
Operating 8XJeDSes • • • • • 97.256,73 88.28'.4' 7',435,8' 

Nat opera t1ng reves_.... ---;38~t.p53*9 t~7r.8i----i38ft1.~1;;A;"·~.Up.;,..-....,."itf.a.,oiit!1"'O~ .. ~63 
unoollectible reveDaa. • • ~.§§ . 293. oS 214:66 
!faxes asa1gnable to oper' n •• .:.._.......,8p.:1.~5 .. 2_7 'z.;6iPil~· __ --i8;r.J1 • ..,.22~3.=.:.1 .. ti...... __ 8 ... ·.~6if1i9r.ii'1_~ojt\Ol 
Deduot ions ;trom net rev8Jqte ...... _~§i.II'"i:5;r.2'ir:'1.:oj.6"1i-_--"l1t'i8P1'ioj5 .. 1~6~, 2ii'l0io-_.,.;r8..,. 9",llftroll't-w,;;,ir6 
Operat1Dg inoome • • • • • • 29.012.1'1 21.636.36 9.099.07 

'~noper& i1ng inoome • • • • ..:.._....,..,r-i:9~9oJr8,~'1ioi9~ __ :.t"'r'-il~775-=-.oo.niior _____ or-~~0 .... ...,.;80 
Groaa inoome • • • • • • 30.010.96 29,805.& 19.409.87 
lEDlJ'CTIOIS: 
.Rent.for lIas. of plaat 5.000.QO* 5,230.55* ~.40 
Rent for offI0'. • • • • • • 1. '155.00: 1, '128.00 1.199.00 
Rent for poles.etc. • • • • .. 839.90 827.90 '183.90 
ll1acell81eotul rent • • • ~ 150.00 
lntereat on fuaded debt 18.'138.39 18.230.~ 22.746.81* 
Other at .. I." ....... _......:3~.1oi5~'oir9 .. tOO~_· __ :o:3p',-;7l'i88~!8~'r-' _orii" .... 09;;;pjpj9 ..... -'16 

~otal. deduct1ena ••••• 19.91.2.9 B.d." 1:'.4Or.S7 
~et tno~. • • • • • .. • • • 98.6' - -

*Inolude. $5,000 interest on Redlantla Home !rel." !l!e4Co. boJL4a. 
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In thil1 prooee41Dg appllc8ll't reports its asaets a.ud llab1l.1-

tie. as o't Karoh 31. ~9M as 'folio .. ::" 

.A.SSE!r1 

Intangible capital • • • • • • • • • • • • • • • • •• 80.180.10 
Lend and bU1ld1Dgs • • • • • • • • • • • • • • •• . 19.259.03 
CentraL o~ioe .~ipment • • • • • • • • • • • •• 35.321.~ 
Station equ1pm.ent •• • • • • • • • • • • • • • 52.,J.13,.20 
~ge pole ltnes • • • • • • • • • • • • • • 16&.~.41 
Exchange aenal. oable • • • • • • • • • • • • • • "9.931.-'8 
Exohange aerial. Wire • • • • • • • • • • • • • •• 98.3'13.-'2 
Exohange ~erground oondUit • • • • • • • • • • • 4.3).9.47 
Exnhange undergro~d cable • • • • • • • • • • •• 11.38&.22 
General. equ1pment • • • • • • • • • • •.• • • • • 18.350." 
Und1str1buteA oonstruotion expend1tu%.8 and inter-

eat during ooastruot1on • • • • • • • • • •• 37.798.21 

TotaJ.1DTeatmont in fiXed. oapit&l. ••• 

Cash and depo~ta • • • • • • ~ • • • • • • • • _ 
:Sills reoeiTabl.e • • • • • • • • • • • • • • • • 
Due trom subsoribers and agents • • • • • • • • • 
Uisoellsneoua aoOOuatB rooeiTable • • • • • • _ 
Katerials and. 8upplies _ •••••• _ •••. _ • 
S1nk1ng :tund. &ssets _ • • • • • • • • • .• • • • 
Prepayments • • • • • • • • • • • • • • " • • • • 
U'namort1secl debt disoount and expel18 •••••• 
Other suspena. • • • • • • • • • • • • • • • • • 

~TJL ••••••• 

LIABILI!I!IES 
• '. j 

Cap1tal stook out8tanding • • • • • • • • • • • 
R.dlands Rome bonds • • • • • • • • • • • • • 
Southwestem Rome !relephone bonds ••• _ ••• 
Deferred tRtereat certificates • • • • • • • • 
Billa payable • • • • • • • • • • • • • • • • 
JDd1ted Touoher. and wages unpaid • • • • • • • • 
K18oellc80ua aoOOtQ1ts p~&ble • • • • • • • • 
SerTio. bil1ed in 84vanoe ••••••••• 0. 
Taxe& aocrued • • • • • • • • • • • • • • • • • 
Other &coned l1abU1 t1es not due • • • • • • 
Reserve for aoc~ed depreciation • • • • • • 
Other deferred or~t it..- • • • • • • • • • • 

Corporate deficit • • • • 

•••••••••• 

~7S.8'14r.82 

.,~:233.5'1 
o.649.U 
4,539.01 
2, 23fr.61. 

19~296.27 
5,196.18 
".()86..25 
8O.976.0~ 

'1.MS.9& 

715,686.22. . 

• ,250.80 



Of the Redlancla Home ~e1ep~D.. 8ll.d Te1eg:raph Company benda. 

$3500.00 are in applicant's treaSury, 1eaV1Dg $96.500.00 outstani!1ng 111 

the handa of the publio. T".c.e total bonds, notes and de~errecl :lntereat 

oert1:!icatea aggregate $517.875.00. In addition, $177,500.00 of appli

oant's bonda are pledged as collateral • 

.An analysia of the oompanyW s inoome acoount for. 1923 shows 
, " 

that approx:fmate17 '11 percent. of the COIDp8lq"S income was used to pq 

operating expenae.; 6.5 percent. to pa:g taxa.; and 22 peroent. to pay 

inter.at and rent. 

z.ne follo~ ahows the purpo •• a for whioh the companr ez

pended ita 1923 inoome:-

Total. income • • • • • • • • • • • • • • • • • • • • •• $l3O,7~.OO 
DISBtJ'RSEllEnS: 

ffEi 

a. OPERATING EX PEl'ISRS: 
Dafntenance .exclUding 

depreciation .... 
Deprec1ation •••••••• Traffio •••••••••••••• COm:::1erc1a:L •••••••••• 
General and m1.oel~ 

n.oua •••••••••• 
Total operating ex-

pense. • ••• b, TAXES _ ••••••••••••• 
o. Df.t.EBEs~ ••••••••••••• 
d. ~T •••••••••••••••••• 
Total Interest and rent •••• 

AmO'ant ]!eroent. 

$18.755.00 13.71 
14,193.00 10.37 -
30,164.00 22.05 
10,209.00 '1,"6 

23,933.00 17."9 

9'1 .. 256.00 71.09 
8.S40.00 6.'" 

22.317.00 16.31 
7,594.00 5.56 

29.911.00 21.86 

z.ne general. and miaoo1lmeoua ex;pen.aea 1l1c1Ud.. $13.920.00 

. for general office aalari •• , suoh salarie. repres«nt~ 10.17 percGnt. 

of the company-s total inoome. 

The Oomm1sa1on is asked. to authorise the 11BU8 o~ ,$34.0 .. 000. 

of 8ix percent. bonds to retand indebtedness, of the Southwestern H •• 

Telephone Oomp8l!7 and the outstand1D8 botlda of the Redlands Home T.l.-

-phone and Telograph Company, all of whose stock i8 owned. b1' the South-

weater.n Rome Telephone Company. There are reported .. outetanatQg 

$322,500.00 of SouthweBto~ Rome Telephone Oomp~ bonda and $&8.375.00 

of deferred tnter.st certificates applicable to such bonds. 

+-
The oom-



P&D7 has asked the own.ra of the Southwestern Home Telephone Comp&n7 

bonds to exchange 8uoh bonds and deferred 1l1terest o.rt~ioat.. on the 

basi. of $1,000.00 of Southwester.n Roce Telephone eomp&n1 bonda for 

$650.00 face value of bonda to be issued under the new mortg .... of the 

oomp~. It is of record that the holders o~ more than 80 ~eroent. 

of the bonda have agreed to the exchange. No de;tf.n1t. arrangementa 

have been made for the ref'and1ng of the ~96.500.00 of outstaud1ng Red

lands Home Telephone and ~elegra~h Company bond •• or the $60,500.00 

of out8tan~ notea of the Southwester.n Rome Tele~hone Comp&n7. To 

re::ttmd a part of suoh notes. bondS in the amolUlt of $33,875.00 are to 

be reserved. The delivery of bonda to re:etmd the note. and the 

Redlands Rome Telephone and Telegraph CompalllT bonda, Will be author

ized in a Bupplemental order or ordera in this prooeeding. 

The Co~s81on is asked to anthori •• the Southwester.n Rome 

Telephone Comp8n7 to execute a mortgage or deed of truat 111 8ubstan

t1aJ.l7 the same form. aa the mortgage or deed. of trust filed. 1%1. this 

proceeding as Exhibit we-. ~e initial 8er1 •• of bonda is to be 

limited to $1.000,000.00. Such boncls are to be known .. "Series A.-, 

we be11eTe. ahoU1a b. mo~~~ea ~ aevo:a1 re.peota. 71ret. there 

should be elimin8.ted. from such mortgag., as well as from the iom of 

the bond, the pronsi0D. whereb7 the holder" o:t bonda wa! ve their ,right. 

to proceed against stookholders. direotors. or o~f10.ra of the oo=p«Q7 

by Virtue of any const1 tution. sta.tute. proVision or ral.e of law or 

eqU1t7, judicial proceedinga. adjudication. assesament, pena:Lty or 4..

duot1on. represontation or othorwio •• ~or the payment o~ the prinoipal 

and interest of the bonda. It is farther be11eved. that the Sinking 

fund provisions Should be mod1i"1ed so that the cO!np8.ll7 Will be reqUired 

to pay to the trust •• on September 1. 1928 and axm.ually thereafier, 



an amount equal. to on. ~d one h&l.:t peroent. of the. ~nd.8 then ~ut8tand-

1ng. ~o compml1'. Should rese~e the right to make. suoh ~~ent. .~ ther 

~ oash or 1n bonda issued undor the mortgage. Wh;Ch bonda the trustee 

is to accept at their par value. lll. mone", paid to the trustee should 

be used. for the purpose of redeem1n, bonds issued under the mortgage. 

!!!he sink'ng :rand. p~ent8 should. not be m.&de dependent upon the net earn-

inge of the company. The oom:pa:cy should &1so reserve to 1 teel! the right 

to redeem. on and after September 1, 1928. and up to and 1ncludt. Septem

ber 1, 1934, all or 8:rr:f :part of the "bonda issued '1lJ1.der the mo~g~e, at 

105 peroent. of the :par value thereo:t md aeora.ecl. 1:n.tereet; cd after Sep

tember 1, 19M at one fourth o~ one percent. le88 _ch y-.r. 
. . 

Under the financial. plan out11ned 121 this procee4.ill« i322..500. . . 

of Southwestezn Rome ~elephQne Comp~ !ive percen~. bo~ an~ ~.375. 

of d.eferred interest certificate. W1l1 be exchanged for ~09.625~OO ~~ 

8ix pEtrCent. bonds. Add.1ng to this amount the $96,500.00 ~~ Redlands 

Rome ~e1ephone and ~elegr&ph Company bon4a and the $50,500.00 o~ note. 

pqable, makes & total debt of $355,625.00, aga:il18t an estimated oost of 

the propertie. varying :trom ~19~190.73 to $531.539.29. as shown O~ 

page two of this decision. Under the set-up. the anmta1 1ntere8t oharge 

Will be reduoed :from $24.100.00 to $19,552.50; a reduotion of $l.547.60. 

It 18 for the purpose of br1ng1ng about & ft2rther reduct10n o~ tJ;Le bon4e4 

debt on the propert1es operated. by appl1Q8.nt. that & sinHug fUnd 8uch 

as outlined herein. Should be put 1nto ef:fect. 

OHD::R 

Southwestern Rae Telephone Comp8ll7. haTing appUec1. to the 

RailX"Qa4 Comm.1ss1o:a. for p armiss .1on to execute a mort gage or deed o~ trust 

and. to issue 'tUlder such mortgage or deed of trD.8t i3'O.OOO.OO of bonds. 



& :publio hearing haTing been held be~ore Examiner ?snkhauaer and the 

Commission boing of the opinion that the monel. propert;y or labor to 

be prooured or paid for through the issue of suoh bonds. 18 reasonabl1' 

reqUired by a.pplioant and that the expendi ta.re. authorised in this 

order are not in whole or in part reasonably chargeable to operat1ng 

expenses or to inoome. 

I~ IS HEREBY ORDERED that the SOU.thw8ster.n Rome Telephone Com

:pany be. and it is hereby. author.Lzed to. issue not exoeed.1.n8 $30&0.000. 

of first and unified mortgage six peroent. gold bonda due Ootober 1, 

1954. suoh issue being authorized for the folloWing :purposes and upon 

the tolloring oon.d.itio!ls:-

1. Upon reoeiVing from the Railroad Commission an order 

author1ztng the exeoution of a mort gag. or deed ot 

trust to seoure the p~ent of the afore.aid bonds. 

Southwester.n R9~e Telephone Co.mpany may dsliver not 

exceeding $209.625.00 of said bonds in exchange for 

$322.500.00 of Southwester.n Rome Telephone Campaay 

five percent. bonds and $48.375.00 of deferred in

terest certifioates. upon the basis set forth in this 

applioation. 

2. T".ae remainder of the bonds herein authorise« to be i.
sued, name17. $130,.375.00. mq be used and delivered 

by the oomp~ only for suoh :pU%poaes as the Railroad 

Co-.s8ion Will. hereafter authorise b;y supplemental 

order or or~er8. 

&uthon"t7 he:-e1n grant

ed Will not beoome effective until So.uthwester.n Rome Tele:phone Comp~ 

has pa1d the ~e. prescribed by Seotion 57 of the Publi0 Utilities Act. 

which :tee amo1lnts to $3J.0.00; nor until the Comm1SS1oD. b;y 8U})plementaJ. 

order has authorised the exeoution o~ a mortgage or deed ot truat aeOl1r-

1ng the pa,:vment ot the bonds herein -author1zed to be 188'O.ed. 

7-



I~ IS m!RE:BY FUR1'BER ORDERED that the Southweatem Rome 

Teltphone Com])&.ll7 shall keep su.ch reGord o~ the issu.e. aaJ.. and. ,de-

11Ter.r of the bonds herein authorised and'of the disposition of the 

prooeeds as Will enabl.e it to :tU_ Oll or 'before the 25th ~ of each 

month s verified report, as re~.a by the Ra11%oad Commisaion'. 

General. Order lio. 2". Which order 1n so far as app1.1cable. i8 made a 

part of this order. 

IT IS HERE.BY FURTBER ORDERED that no bonds ma;y be 1ssue4 

under the author1 ty granted. subsequent to Ilarch 1.. J.925. 

August, 1924. 

e,. 

ci) ~ (} -"_ 

Commis8ioners. 


