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:~ · In the tl.S.tter of the app11e&:tiO%J. 

o'! SO~:aWESZE:lm JiOME ~OB 
COMPANY tor ,snthor1ty to iS3U& 
stoc~. bonds a.nd notes .. 

Appl:Le&t1011 No,. an. :~' • .. .. 

Charles .A... Rolf'oa.:c.d J. J .. Prendergast. 
for s.ppl1ca:c.t. 

GO?DON" Co::ml1ssionor .. 

o P 1:·Il I 0 :: 

: ()" 

.. 

Southwestern aome ~e1~phone Co~ o;pera.tes telepho%t$ 

oxo~ syetetl8, Sot E,odlsnds. 1:0. Ssn:Bemardino CO'al'lty" and :sa=, .... 

1%Ig" :Beaumont, Elsinore" Perris" San J'aeinto. :S:emet s.nd Tel:leeuls.. '. -.. 

in Riverside eo'tm.'t7.. The toll serv1ce Co:tz:lect1%lg t~se points . 
, -

·1s opers.ted b,. The Pae1~!c Zelephone and zelegrs.ph Cot:r:p~., The 
. , 

two companies have a contract l>roV1d.~ for jo1l::tsernee, and 

'ttnder the terms. ~ this contract the Scrc:t;~,'r.e8ter.o. CoI:l'l)8ZIY reeeives. 

20 per cent of th~ toll charges it collects 'tor the Pacifio' Com~ 

ps.rq. Under this arrqece:lt the exohs.l:lge. and toll s&rVices1n 

this'ten1tory are dist1nc'l; s:a.d the two eorpo:ra.t1one aronot 1n 

competition at s:a:r po1nt. 

On :DeCOl:l'ber 6~ 1913, Sottthwostom Home Telephone C~ 

filed tAo &~pl1eation under cons1der&t1on with t~e Cocmiss1on ~ 
. which it asks tor a:c:tho%'1ty- to issue stock. 'bonds and notes. This 

application may ~ eeg:regs:te-d ae f'ollows:-

1. Appl1e8:~ion to renew prOl:l1ssQ17 notes in the sum' o~ 

$101.300.00. ~oee notos eo::prtse the :r~nOW1:oe:.-

Da.te Tem 
April 309 19'10 . 2 :;ea:J:8. 
.~ 3. 1910 5 " 
'MIJ.7' 15, J.9l0· l' " 
Oeto.'31,' 1910 2 " 
Ms:reb. n. 1911 3 17 

P810e 
I.trs .. '!1I!J:J:;f ;.. Webster 
c.. :::!. ~ohrer 
Mrs. 'MIJ--:t .A. .. ?rendergs.st. 
1£X'S ."1JIJ:1:;; .. G1ll '2rendergaat 
:&. -;r. 71oolverto:c. 

AmO'Cllt 
~O.OOO. 

4.250. 
S.OOO~ 
1.500~ 
3%000. 

I ... r ~ 
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:Date ' Tem. -
A'I2g. 5" 191~ 3 years 
Aug. 30. 1911 Z " 
oot. 1. 1911 1 " 

t Oet~ Z. 1911 1 " 
;tJ:JJ:J'. 21" 1912- 2 'n' 

ua.reh 17. 1912 Z " 
'1lJ/J.7 12-•. 19lZ 1 1t 

April 47 19'12 3 " 
Sept. ZZ. 1912 d~d 
oct. . Z. 1912 . 1 'Soar 
oct. 9. 1912 1 " 
JS'o.V~ 30. 1912 1 " 
A:9%'11 2S. 1913· 3 " 
April 25" 1913 3- " 
J'tUle II ,,1913 Z, " 
J'an& 11. 1915 Z " 
~ '7. 19l.2i 2 " 

payee 

s.x. & ?J. :Burchell "l~ 
Z.lL Izard '7% 
M're. l!.ar..7 A. :Prondergast 8% 
!C:3. 1:!JJ:r3 .A. ?rendergast '7~ 
Joseph S. Za.le '1% 
:zrs. 'UArY S. Sa.rgent ~ 
Mrs. Ellen A. Lewis 8% 
C. :B. :C:oa.dlej . 7% 
~rst Na.t10nal EDJlk 0: Re<U&%ld.& 1~ 
:J. S. I.uther ~ 
Mre. :B'%'sneee A. 1,. Smith ~ 
;. o. ~mpson 'l~ 
F. ::i. "I1elle ~ 
3. ~. B~~ ~ 
Aliee p:. 8: '1bJ:r3' :Denison S% 
Gertra<le A. Eayes ~ 
MrS. JlIJ:f::! G. CeS3elbu:t7 S% 

" 

4,,500. 
4.500. 

10.000. 
3.000. 
3.000. 
'1.000. 
2.000. 
3-.000. 

10,,000. 
2.000. 
lpSOO. 
1,,000. 

10.000. 
5.000. 
2-.250. 
3.000. 
2:500. 

$101.300. 

Re~ueet was mado to. re~ these notos as necoss1ty =1ghZ 

sr1se ~o.r s. ma:x1nram period o! three yes:r3 with a. msxirmt:l interest' 

ra.te o~ 8 per cent. 

2. ~~11cs.t1on to. pledge 88 collateral eecur1~ tor the 

a.bove notes" bonds o! So.Uth7ToStO:rn Eome Te1ophcr.c.e Co:cpany 1::1 tho ra-

tio. of $2.000.0.0- fs.ce value o'! bends fer $l.ooo.eo1'a.eG value o! 

::lotes and $1;500.00 face V8l.ue o! bo:r::ds of ~edl&nd8 &;o1:1e Telephone 

and !:!61egraph. Co~ for $1,000.00 !s.ee va.lue o~ notes_, More spe-

e1~1ceJ.lJ". tho" 8.l'P11e~ requested s.utho1"1:ty to :pledge a.8 eolls:ter-

al sec1.tt1t:r.$lS2.000.00, o:! southwestem E:O:co TelephoXlb Comp8.ll7 -Oollda 

8lld $15.000.00 o~ :aedlsnde EOl:le ~ele2'hono an' Telograph C¢1::lpa:tlj" -oOMS. 

:Bonds in t:bea8 S'tClS are now pledged as eolla.terlll. 6&e'tU'1t:r for tM 

notes and the request is. theretore. to. repledge thes& SSJ:le bonds. 

3. A:w~1ca:=ion fer autlloli:t,. to issue 25.000 zl:l.ares o:r 
'. eap1-ta.l stock s.t 60 eents l'0r ehs:e s.:ld to. ar;p'l:;' the proceeds. ~on 

the . indebtedness o~ the s.:w:I.ica:c.t and to provide ~o.r ce:rta.in =-
specified extensions. 

4. A~llca:t10n to sell 8.%l unspecified :l'Ctlber of a.l'pli-

cant f:3 bonds ~o.r t:o.a purpose o~ l1C!uj,d&~~ 1nde~tedneee and ~ 
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ext~10%l.8 • 

s. Al'pl1cs.t1on for authority to issue. to ~Mr. J.r:hur 

Gregor,y $4,500.00 o~ Southwestern Ro~ ~elephone Comp~ ~1r8t 

mortgage 5 per cent bonds ~or 4,500 ah8.res ot stock ~de:r: a.n 8.::'-

rSllgOment bY' which the stockholders· wer& given the p:r1v11ege o~ 

eurrendoriDg their stock tor bonde •. 

A.hearing W8S held upon this ap,11eat1on 1n Re4lande 

on ;]8.'11J).B,r;y '7 and cs.re!al inVestigation W3.$ ma.d.e into tAo a::-:te.1rs 

o~ tho a:i?Pl1cant. 

FolloWiXlg this inq'Uiry So'ttthweste:-n ::tomo ~olephone Com.-

PSllY' filed tI:l. .s::1ende.d application on 3e:r:ra.s.r:; 19', 191';'~ 1n wA1eh 

it a.s~d for a12.thor1 t:y I:1&rely to rettmd its :promissOl'7llotes and 

to pledge its bends as eollat,era.l security' theretor 1n the rn.ti0 

ot $2,000.00 tn bonds tor $l.OOO.oo face value o~ notes. 

Under the amended a:9plieat1on. t:c.ere~ore. t".a.e pre8e:l.t 

f'ind1llgs could be limited to those fos:tures 0: the appl1ca.tion 

embraced ~der Division Zoe. 1 and 2 &8 heretofore ~~erated. 

A ~roper consideration o! these ~tters, however. necessitates a. 

br1ef'go:ne.r81 ro'V1ow of th& ~a.1r8 ot this eorpora.t1on. 

S~hwestern Ro~e ~elephone C~~ WaB org~zed on 

Febxous.r.1 6, ~90S. It took over the Redlsno.s Eome ~elephone ana. 
~elegraph Co~ in 19'06 8Jld graduall.y cxte%lded 1ts lines 'ttZltll 

it is now 3Grv1ng thE) eectione of' SaD. :Berna.:-d1no. and R1 vox-side 

ooun-:1e8 preViously' tlent10nad. It "NS.S~ 1n the, bog1nn1ne;. 121 com-

petition at all these points with The, &ae1~1e Te~ephone &Dd Tele-. 
gra.ph Co~. In l907 it entered into ~ement8 with The· p&-

e1~1c Telephone and Telegraph Co~8J.lY 'b,- w"A1ch the exchange pls.nts 

at the points. where the two co:rpora.tions were in eo~t1t1o:c. passed 

into. the hand.s o~ the Soutilwestec Cocp~ Slld tho toll 11%168 o~ 

the Southwestern COr:1!'8.:lY bec8.:l6 the property o~ the ?a.c.i'!ic Com-

PaJ:l7. For the properties thus ta.1t'en over, the SOuthweswm Com-

p~ agreed to PS.7 $79.845.14. It tra~ferr&d to the ~aei~1e 



C~8.l'l7 its toll lines t(')J: $2'1.967.78 and ps,id 1n cash the bellmce 

of $51.877.3& •. 

rue 8%:'lO'tm't o'! $5l.8.,,7.36 is a.t :present represented b,. s. 

portion of the floa.t1l:lg indebtedness. ,which apl)lica.xtt now .asks 8U-

thol'1ty to ·refttnd. ~l1es.nt 3ta.tee· t:b8.t tbe b.&l8.nee of t"'.a.is fiO&1:-

inS 1ndebtedDess has bee.n ~eurred !or otber addit1o~ and better-

melrts to its plants &.lld !s.e1l1t1es. . 

AS 8. reS1iL t of tho consol1da.tion o'! these proper=1ee. the 

Southwestem Comp~ f1lld.s 1tseU' With .& grea.ter cSp8J:1t,- th8:a. its 

business ncnr necessitates. It il88 l.8oo suDscr1'bers·1n ·3edlanda 

and. a total. over its sj1'stem o-r 2,800 subeer1bers. Its rep:!:'08onta.-

tives s.asert that it i:.s.s the facilities to s.ecom::lod&te 4r~OOO 8Ub~ 

scribera. A rapid growth is anticipated S8 ~ conditions have 
s&r7ed:to retard the oor,porat1on's ~tural oxpena1on.4ur1ng the pa8~ 
two ye:a.:-s. 

1'or the ptU'!)Oses o-r the p:r:esezrt ing:a1l:7 no exhs:ast1ve re-

view W'S.8 mde o'fthe pqs!ea.l !eaturee o'! this corporation. Other 

A&a.r1ngs are pe%ld1%lg 1:0. WhiCA such inquiries will 'be. neeeS8&:r'3" and 
. 

to whieh time thoY' r:JJJ.'1 be d&:f'&rr~d. n~ !s.ets upon which s. finding 

in this cs.se 1!JJJ.Y. pr<>perly be pred.1oa.ted were deve~o:pea through ~ 

1%:tc:,U1r.r more psrt1e'tZlar17 into the fins,no18.J. !es:tu:ree o~ this eor-. , 

poratton's, orgsnizat~on. 

rho &l)pl.ica.:::::t Aa.e an authorized issue o'! stock amo1lll'tillg 

to $l~OOO.OOO.oo. eons1st~ o~ l.OOO.OOO ahares o~ the par val.ue 

o~;l .. ooper share. Of th1s =.0'tt:I:rt; it Me ie:3tJ.ed $405.1.36.50 par 

value 0'£ stoc~. This stock is held. as follows:-

InthB ~s of the publ1c ••••••••••• i 9$.269.50 
Held bY' trustee ... _ ............. _ .......... -£ 11.867.00 
contract stock ................................... ~ .000.00 

T".Q.8 stock hold. 'by t~ trustee,.., the Southem Tnst COmpa.::z;r 

of !,os AIlgeloe. is eo pl8.eed b:r reason' o~ a. pro'71s10n in &:wl1Cs::r:t·8 

mortgage 'ander the tems of 'Which tl.1l its assets must "be 11e14 b7 
, .' 



tAe t%'tlStoe. This. stock was o;c.ce 1ss.ued and la.ter" ~v1ng ~en 

~'tlght baejc by tJ:l.e co=r.?~" "I1'8.S deposited with the trastee V11::bre 

it 1J/:JW rems.1n$. nis stock. 80 held, can nc>~" .of course" &!teet 

in &'tJ:3"' important way the s.:t!"&1rs ot this corporation. 'but it' shO'tQ.d 

more properly 'be ca:c.eoled and I s'Cggest to appllo&nt tha:t it t&::ce 

s~h steps se may be necessar,y to have tbis. trustee's stock restore4 

to its treasur,y snd esnce~ed. 

!!:!he 300,000 shs.res ot co:rr:ra.et stock "#88" s.ccord~ to. 

the explanation of th.e applicant.. given out or1g1%te.lly to meet the 

terms 0'2 the sta~e providing 'that aoorpora:t'1on l:lU8"t h8.ve &8 

mteh capital stock as bonds. In order to meet this condi t1on. s.e-

cording to the test1.:no:l3' of the 8.W110&Ut" tho comp~1ssued to 

one of its projectors a.nd its preSident. :ur. carl c. 7le~l.8. 300,,000 

sbs.res o~ 1 t8 stoe~' 'tinder 8. c ontra.et. This c ontrtICt s't&ted that 

300,000 sllares of stock were tur::led over to v.r. Wells in fUll ps:;;-
. J I . 

ment for his s~rvieee tcr three years; tha.t no dividendo were to 

be paid on this stO¢k and that the cor:t;;t:J:J:JY wss to ha.ve the' o,.tion" 

Wi th1%L one year &fter tho expir8:t1on 0-: ten '3ea.rs trOI:1 J8Z1JJ.JJ.r'j l.. 

1905~ o-r pc.rohasillg this stoek troc ~. Wells at J..; ~c per share" 

or atot81 ot $3" 750.00. 

Apparentl7 1~ was the intention to compeJ:Le.8.te 1lr. ";el18 

to the amo"lXllt ot $3" 750.00 tar h1s serv'1ces 1n prol:lOt1ng and or

gan1z1llg the eomp~, s:nd th& eehM:1e o'.t 1esu1Dg' to h1m the $300 .000.00-

of stook W8S conceived. as 8. tl&8%I.S 0-: c0zrr.9ly1llg w1th the sts.tute 

prOV1d1%lg tor e.n issuo o'! stock equal to the issue of 'bonda.. J..s 

wUl &~ar later,. tbo oomp~ hs.d authOrized an 1saue of 

$1,000,000.00 of bonds.;. 

It appea.rs :from the teet1moIl,y' ths:t !Jr. Welll:5 sold this 

stock to Irtr'. Chs.rlee b.. •. :Rolfe" Vice Preeident &nd Gel'le%"al ~er ~ 

8.%ld, ~. J. ~ond.erga.st, Secretsr:r and Tres.su:rer,. of tile Sot:.thweetern 

Xome !l?elephone Com:P~. ltr. Ao~e and Mr. ?re:z.4ergast hs.ve ex-
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prossed their desire to ~ th1& stoe1c: into tM ,tr&aeur.:7 for the 

~llS.med _ $3-,'150.00, or ~or s.n Stlotmt of stook whioh s.t the 

C'!lr.r'exlt quota.tton would 'be tile eq;a.ival&nt o-r $3,,750.00 in c$8h. 

'!'.a.8:r sts.te that 8. pr&sent !s:1'r priee tor tl:.0 stock 1e 60 eents per 

SW(). I suggest to the a.p:p~1eant tila.t it p~d to ~ ,S'tZCh 

8.XT&::lg&mente With Yr. Eolte aM 1J:r. :i?renderga.et 88 mail 'be neees-

Se:r::l to rega.1n s.nd c8llCol tMs block of 300.000 sharee of stock. 

~he a'-Plie~ has an aut~or1zed bonded 1ndebte~ss o~ 

$1,000.000.00. It has executed ado&d o~ trust to southern Trest, 

COt'lPa.uy 0-: ~oe .A::lgeles. dated Oe~ober l. 1907. to, secure its is-

sue 01: 'bonds. Z'.a.ose bonds ~ttz.%'E)' 1n 1937 snd ctJrJ:'3' an interest 

ro:te of 5 :per cent per .a.mrtzJn. 

:Red.la:l.ds Kame Telephone am Telegraph COl:1ps:::Q", the stoe~ 

of whioh is owned 1>,. Southwestem Z<>me Telephone C~&:r.:l.Y. ABe an 

autho:r1z&d bond issue 01: $100.000.00 secured b:r trust deed to Zi-

tle Inst:.rance 8.lld Trust Comp.any of JjOs Al:lgeles. ds:ted September 

1. 1905. ~e bonds mat'tlre on Se:Ptem'ber 1. 19ZZ &leI Oe:J:"1:7 Son 1%1-

~erest rate of 5 per cent per 8llXL't'Zm. 

The 'b01ld.e o'! these two corporations &re located 8iS :f'ol-

lowa:-

Southwestern 'E:otle T&leJ?hone 
cOtlj>8pZ .. 

" ' E:eld in 'tre83'tt.l:'l"- __ ............. ~,OOO.oo , 
,Pledged 88 collateral •• ' .......................... ~2.000.00 
E:eld ''b:1 'pu"bllc .......................................... '. '~ ....... e' .... $328.000 .. 00 

Redlands Eome Tele~honeand 
Te~egr&ph co?P!5l 

. " 

,Pledged as eollater&l......................... 15.000.00 
Reld','b7 pt1l>llc ..... _ ....................... ., ••••. ~........ 76,.800.00 
In tre8SUr,1 o! ~
western Xome !I!elephone 
Comp~.,,: •• * _: •.• '.............. 8.200.00 

~otsl pledged as colls.terllJ. ................ $l9'7.000.oo 

Hold by the pu'bl1c .................. , ................................... $S94.S00'.o¢ (fwd 

.. 
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~t brought !orwsrd ••••••••••••••••••••• $394,SOO.oo 

T".a.e a.ppl1cs.nt has subt:zitted to the 

Cocmission its list of ~otes p~&bl& 1n the 

S'tI:%O. of .....•.... ' ....•.......... ., ., .- _ •.•...... ., . . . . . . .. lOl,.3OO.00 

Its 1nd&"otedD.ese.. therefore. represented 'b7 
bonds and notes ~Ouct8 to: •••••••••••••••••••••••••• i!9&.100.oo 

At the :b.esr1lle;. 1/i:r:. :Rolfe subt:ritted a:c. apprs.ifJ&l of the 

properties o~ Soutilwestern :a:ome Telephone Co~ cor:p11ed on 

.A.pril 1" 1908, shO'lVi%le So v8.lue • .aecord~ to his !1gc.rea &t t:as:t 
~ 

title • of" •.•. , •••••• ~ .••••••••••• ,. .................... •• $5-62.,574.08 

!i!o this Mr. :a:olfe added the cost of add.itions.......... 25,702.56 • . 
m.s:k:1l:lg .s. totaJ. of .. ~.' ....................................... ~ ..... • ~·~ZU~ 64 

:Mr .. :Rolfe stated that this ws.s rep:.-oduct1on "'nt.lue "new"" w1th ::10' 

allowance tor depreciation. The COI:lptulY'S total oharge for d~ro

c1&t1on !:rom July. 1909 y a. per1od: of: 4ri years. BJ:lounts to 

$24.350 .. '14. ~he e~ has wrtt"ten the appraisal !1.'oure 1nto 

its 'books and Me no &eeOtClt to show 8:rl 8.CC'tU:mle.ted 8'tU:'Plus. if 

suoh has 'b.een es.::rl&d.. ObV1ously tbt 1nVento:r,' '!1ga.re o~ ~S.336.64 

is su'bjOC't to reVision. l's..r...s o'! this plmt weroconstrnet~d. 1: 

1905 and. oth.er port.io%lB. pIlrcha.sed trom The ?8¢i~1c Tel.ephono and 

Telegraph Com~. were buil't as es.r"),J as 189l. It is ilardly ne-

cessar.r to detlonstl"la.te by s.ctusl. eXSJ!!1%laZ1on tllat. 1f'Mr. Ro~oYs 

inventory is entirely a.ccurs.te. the a.eC'CJl%C.l8,ted depl"O01s.t~on would. 

so reduce the vsJ:a.e of this comp~'s property 8.S to tl8l:e it. at 
mo3t. little mor&. t~ oqus.l to tne outstsnding indebtedness and. 

in fa.et. there is much reason to believe th&t it might not even 

equal. tl:l.1s e'ttI'A. 

tM aetttal. cost of these J?1'O-pert1es and' by this process I am lod 

to 'believe t4a:t at J:.east tho· o:r1g:tna.l cost of these pro:!ior'ties WS3 

not mO%e than the prese~ debt st~1n5 against t4~. 
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j.' complete ~cord .~h8.snot. been submitted shoW1llg the 

original cost 6f the properties o~ the ;edlsnds Aoce ~elephone 
anQ. ~elegraph Com:Ps.l:lY. rue eo:rpors.t1on was. ol"g8.%l1zed with 8. 

o&~ital ztoek of l~OOO sh8r&S o! the par value o! $100.00 pel" 

sJ::.are. and With an outsta:lding 1:c.de'bted.nese of $100,000.00 o~ 
bonds. 1"'.o.e bonds were t~en at a low f1gtU'& 'b:r s. /ccnst:ruet1on 

comp~' and t:b.e stook 'W'S.3 given s.a So 'bon'CB w1'th the 'bonds. Zh&ro-

attar s.eeess:lonte were leVied upon the eto¢i:. which. aeeoriing 

to tAG evidence. amounted to $30.00 ~er sb&r&. 
In tile tra.msct10ll. ",. wJl1c1l. So~hwe$tem EOtle Telephone 

CO%:lp8.%l3' took over the :aedla.nda :s:ome ~elephone and ~e1egr&ph Com-

p~" t:!le Sout:h.we~ter.c. C.o~ issued 1te etoek on tAG 'basis o~ 

par. t~ up the :Redlands stoel: on ta.e 'bs.eiS or $50.00 per , . 

share. It recz.u1:red. therefore, 49.750 eh8.:rGs 0'£ Sotr.thweetor.c. Com-

stock. rus· 49'.750 sABres ot Southwes.tern stock. ti:.ere~ol"e'. was 

issued as aga.1nst 8. :pa.~nt o~ $30,000 ... 00. or on the bssie 0": 60 

ee:rts per share. 

Su'bGe<ro.ent to this s.meJ.ga:os.tion .. So':tthw'es~ :S:ome Telo-

phone Comp~ indulged in' 8. spee1&a of f1n.e.nce. '!or wh1eh. it is 
JI'" 

dit!1oul t to find fJ:t:JY log1e81 explans:t10:c.. It 't:J1J.y be pe.esed over' 

w1tD.o~ ~C1a.l ort~icie1:1 at this t1%:le '£or the roaeon t".a.a.t the 

eVil a:~tend8Jlt upon it b.s.e a.lreadY' been wroughot. It Will. ~!1eo 

for this Com=1ee10n to addrese 1tso~ to remedial considerations. 

It appes::r;e t::o.a.t 1n tho fs.ll of 1907 the Southwoster.a Eoce Tele-

phone Compe.:cy ha.d. et()C~ outstalldillg to the amount of $286, "J'll,OO' . 
:par value. o-£th1s, $4,9',750.00 j:,a,d. ceen issued 1n exehs.xlge for 

the Redl&1ds Cocps.ny's stock &nd the bala.~ ha.4 been 8Ol4 o1ther 

tor ea.sA or in exeha.:oge for propertY' Oll s. ba.sis of 7S cents ~ 

sare. Such stock as was s.etuaJ.~ eold '£or ea.ei:. 'brought 7S calIte 

per eil8.re al.d such exo:b..e.:Jge as ws.e ~e W'S.S :!1xed 'on a bas1e 0-:, 

7S cents per share. III october, 1907, the southwestl)%'n E:Ol:le 
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~ol&phono Cotl'P8.%lY' ~re-se:z:r~d to its stockholders s. l)le.n 'by- which 

tho7 were giv~ tho right to convert their stock ~to first =ort-
gage 5 :9G%' cont bonde: &t par, on cond1 t10n th&t the,. 7Tould sub-

scribe, in s.ddition. '~or 25 ;per cent of t~1r stockhola~ at 

par. z.b.e:r were given tho ;pr1V11ege :f'arther o'! CO%X7'ort1llg this 84-

d1tiona.l 2S :por eont o:! stock 1nto bonds Sot par. It 18 in eV1d-

once that holdors o! 195,500 shares of stoCk elected to e~ert 

their stcc).: 8.%ld ths.t· thr~'t%gh tho ;priVilege ot nbsenb1l:lg for Z5 

per cent in stoei: and sg.a1:t conve::t1l::g this stock 1%:rt¢ bonda: & 

total o~ 244,000 ~e3 o~ stock was eventnsJly co~e~e' iDto 

'bonds. This l&!t the cOl'".Porat1on with 91,200 shares. of stool: out-

stsndiDg snd s:t issue o'! $244,000.00 o~ bonds. in addition to tho 

'aILderly1%lg iS3Ue o~ .$loo,OOO.oo o! the Aodl83:ds COl::~ 'bonds. 

Sinco thatt1me &de.1 t10:asl. stock has been issued to 'br1x:g the to-

tal to $95,,269.50. An s.dditiol'lBJ. ~74,OOO.0<> of SOUthwestern Cot::t-. 
Ps:tr3' 'bonds have been issued; a.:ppro:z::1l:t8.tell'" ~ ,000.00 at as !or 

tAe ~S$ of :ret1r'...rJg $2z,ooO.oo o'! :aedland.s 'bo:lds at lOS" and 

the b&r.a.n~ at ).?rl.eos. r~ s.s loW' as 60 por eont o'! ~&Ce v&l.uo 

for additions andbetteroents. Additional ~one7 has been secured 
thrO-agA issues o~ notes • . 

If" we SSS'al:le" thorefore. that the $93-.,269.SOo:! outst.s:c.d-

il:rg stock 'brO'tZght 75 cents per share. which is the m&X1:ram it 

eo't:ld have 'bro:tzeb,t. the eom!>8:Il7 received froI:l tMs sO"Cre~ a. total. 

or $69,,952·.15, or in ro-a:::d: :trm.:lbers. s.pprox11:ts:te17 $70,000.00. On 

the otj:ler b.aJ:ld, if it is f1guro<1 tha:t 195,SOO shares of stock 

wh1ch eost '75 cents were converted into 'bonds at ~, tl»re is eVi-

denee of a d1~ount o-r &ppro:d.ma.toly $49.000.00. In &d.d1t1on" the 

5- per cent pre%:d.'t'tm on $23.000.00 o~ :Redlands bo:lds and the 15 per 

cent d1aco~ on t~ $29.000.00 of bonds sold to re!Und these Eed-

lande bonds., smoant to $5,,500.00. I:! we a.8S'tm1O & d1seotm't o-r ~ 
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. 25' per cent on the ret:lll1%l.1llg $45,000.00- o~ 'b·onds ~ we ha.ve an 84-

d1tio%l8l. $ll,ZSO.oo, or 8. totsl. in discounts snd p:remtc:lS of 

$65,750.00. !l:'o this :xa.st 'be sdded 't~ d1seo'C:l'rts on the ~edlsnd8 

Co:%ps.:c.y 'bonds. Zb.1s S'!lm more tilsn o~sets the &meant received 

from steek. 
There 18 no evid&~e ~.a surplus r&1~e8ted·snd I 'be-

lieve it 18 thus ver.1 elesr~established that this propert.1 

stands today w1~h an ind.ebtedness 1n excess 0-: its ortg1:cs.l cost. 

I believe that an1 &~pree1&tion o! tbese ~rouert1es 

haS at least been offset by the depreciation that has occurred. 
For this reason I believe it is %lOt ~ra.tives.t this time t:aa.t 

the Commission go to tha eo6p~'s inventory to deter.cin& its 

general :f'1:na.neia.l co:o.d1tion. 

T".a.e 8.ppl1e&lXt subx::dts So sta.tement o~ es=n1:ngs· and div-

idezJ.ds which 1t'. presen-ts as e'lJ'idonee 0": its !1na.nc1al. s.bi11t7 • 

to prq 1n.te re st· a:o.d even~ly to :::loot tile pr1ncipal of its boDd-

ed do'Ot. For the year 'l91Z it submits an· es.m1:cge statement ss 

follows:-

Operatillg Income:' . 
\~re.t1:l:g EevelXC.ee " 
{Sohedule A' •••••••••• $75,Z54r.SS 
OJ.lers.t1l:lg Expenses 
{SChedule :0, .......... 36,767.15 

z;-et Oper8.til:lg 
ReTe:rcte ........ ., ......... ,. ••••••• ,.¢z,8,.SS7. 70 

~on-oper&ting Aeve~e: 

. Interest on :Bonds 
l~d ••• ~ ••••••••••••• $ 175.00 
Interest on ZOotes 
Eeee1vable............ 329.53 

Total '5on": 
Opera:t1Xlg 
Aev~......................... 504.53 ----;.-....;;.;;;. 
Gr053 Cor~or~te !neo~e ••••••••• $39,092.23 (!wd.) 
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AC~t brought !orward ••••••••••••••••••••• ~ Z9~09Z.2Z 

Deduc~1ons tro~ Grose 
Corpora.t& InCOl:le: 

InterostAccrued on 
. .Ftz,:c.C.ec1 Debt ........... $lS. 900.00 
~hor Intoreet...... 8,,074.87 
:oou"otttll AecO'Il:l.ts 
Charged off.......... 229 .72 
L$ae& o~ ~odlands 
Rome Telephone and 
Telegraph Co·.......... 4.015 .. 00. 

Zotal :i:)eduetions 
trot:). GroseOor-
:pors.te Ineom.e..................... 28.219.59 

Net- Corpo:rs.te IncoI:le for Year ................ $ 10·" 872.64 
(~duct) D1v1de~s 3 per cent. 
Cot:l%llon Stoc·k ..... .., •••••• - .............. _ • .. • • • 2, 1 798. 05 

Bxl~ee ~et ~ide for A 
d1epreci8ZiOll ........................ v 8,,074.-59 

FoX' t"tl.() yes: J.912. tJ:e eo1lXl>w:x:l p:reee:at;s tiLo !'01l0W1ng 

sts.t8:lon't 0'£ earniJ:1ge:-

Gross ee:n1ngs !roc. tel.c- '. 
phoneop~~t10ns; •••••••••••••••••••••••••• ~ 71.l45.08 
Interest received........................... 54l.oo· 
M1se.~ ., •••••• ,. ••• ' • • • • • • • • • • • • • • • • • • • • • • • • • • • 33.66 

T~t8l ea~ ••••••••••••••••••• $ 77.719.74 
Opors.t~ and. l:1S.!::rte%l8Jleo 
exp.emes., .................. ~. 652.78 
Interest on S¢uthwestern 
bonda, ..... ' ................... l5,900.00 
Interest on notes. eto... 8,,129.63-
Int.. on bonds of :ae~lands 
Eome Tel. Co ••••••••••••• 4.015.00 
Zaxee.................... 3.Z76.76 •••••• $ &6.074.1~ 

J3.e:I.8.%l.ee - •••••••••••• ' • .............. * l1.. ~S. 57 ' 

Cred1 ted to ~pree18.~ion 
8Oeo~t •••••••••••••••••••••••••••••••••••• 
Dividend 6% on93,26~ 

• h 
3~$ ••••••••••••••••••••••••••••••••••••• y 

J8ZJ.. Zla, 1910. 1t:per cent on 80,827 shs.:!-ez, 
J"a:J.y 31, 1.910. 'l1: per ~nt on 8Z ,,130 sllar03, 
;8ZL. 31. 19l1, z· ;per ee:z:xt: on 85.84.0 shares. 

6.049.4'7 

5.596.l0 =i 

~,ZlZ.3Z 
l.24.6.95 
2.57S·"'21 



.. 

'" 

~ 31 .. 19l1 .. 
J'D:IJ.. 31. 1912·. 
~ 31. :1.912. 
J'an. 31.' 1913-" 

AmO'Q:C.~ brought fOrN&rd •••••••• $ 5 .. 0~.48 

3 per cent on 89 ,,25l shares. 
3 per cent Oll 93,,268 sha.re8 .. 
3 per cent, o%). 93 .. 268 sb.a.re8 .. 
3 :P0r eo:c.t on 93,,268 a::ares .. -

2 .. 677.54 
2.,,798.04. 
2,,796.05 
2,'198.05 

~ota.l divid.end.s sinoe" 
.Jan. 31. 19:1..0 ••••• , ............. ~6':'OG.1.6 

, I do not believe it is neeess&r,7 to go i~o extended d~-
...... 

ta.11s to indicate w"n.ere1n applicant has pursued a:l 'tXC.!'ort'a:l&te poli-

cy in l:lS.i.nts.1ll1X1g ito 4.1 vide:c.ds 1%:: t;oo !'aee of 8. large noa.t1:ag a.-
debtedness on top o:! an&lro~ MS:V;; 1>o~ed 1nde'bteaIleae. 

V1ew1~ tA1s application trOr:l t:be st:r:1ct l1m1te of its s.-

me:o.ded fom" ! am not williDg at this ti::le to recotmlend the.t this 

COm::liSe10n in rm.y degree ~o:c.eor the situation 88, it now $xicts • .An 

a.na.lyS1s of the note, indebted%l.ees shows ths.t there h8,ve b~en issued 

for re:t'l:md1:cg purposee" without tbe &l'prova.l of: this Cocmis3ion" 

notes in the S'tlm. ~ $35 .. 150.0¢ .e.:c.ct t~t notes are overdue 1n the 

sttC. 0-: $38,050.00. As to these overdue :l.otes. ot course &pp~iea.nt 

can probably ,:na.ke such s.rre.Dg8cents &s may 'be neeess.a.ry' to leave 

them !n their present condition. So:le de!1n1te s.rre.DgOl:lent" however" 

Will have to 'be ::lade b:7 the e.p:pliea.=.t in regard to t:b.02& notes 'u 
the S'tO:lo'! $35 .. 750.00' WhiCA :b.s.ve 'been issued tor roftmd1llg pm"2Oses, 

without this Co:::cn1ss10n"s &l'P:roval. '!'A&Se are the :totes given" 

since I;..e.rch 25, ~912 to re~d other notes wherein the total. l»riod. 

o'! credit exoeeds, one :;es:r. Zhe 8.pplican~ =y, o~ eou.-se .. allow 

its 'bonds previously a.ne. legally ¥ledged as collateral seQur1"t7 so 

to re:l8.1ll. b'c.t it w11l 'be necesss.r.r tor it to ~ such. s.rr3.%lgement . ' 

as r:;ay' be required as, to tl:.oSG bonds pledged tor notes which have 

'boen re~ded wi t".a.out the approva.l o:f' the Co:::m1es.ion aDd ~or which 

the approval 0-: the Comc1ss1on i8 neCe8S8-~. 

This COJ:lPSllY should take ste,s to pls.oe 1teel:t' Son s. poSi-

tion so t::a.s.t the Cot:cission ::JAY'. with propriety .. aU'thor1ze it to 

ies.tte such stoem" bonds "Or not&a. as 1:JIJ,.y 'be dezira.'ble ~or itsl>r'opor 
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fins:neing. The Cot:ltli8sion is not ps.es:1.%lg 1n this appl1cs.t1on on 

the eorpora.t1on·s or1gina.l. pet1tion to issue 'bonds and stooJc. 'but . -. 
I belleve eno"Cgh :has be&n sa.id to indica.te that. SOl:l& readjust::tent 

I:l'tlSt. :,precede 8Jl'3" 8.uthol"1zs.t1on 0"£ t~e seeu:rit1es.· 

I believe tAs.t as its !1:st step to :pls.ee 1tee~ upon 

s. 'ba.sis where it can mslee s. eat1sfe.etor.7 a:a.ow1ne; to this Comc1s-

sion. this eo:lP~ sho'tlld ca.ll upon ita stoc::6lold0rs for· -:;he ros-

toration o'! the d1v1denci.& pe.i~ dUl"ing the past !ew years. rus 
r:;.<rlJ.«1 ~ttl.a orlg1naJ.ly hs.ve been 'O.Sod to reduce tho eot%p8nY'~ 8 

floating indebtedness and. should· now be rege.ined .and so employed. 

iJhen tMs h&s'b~en accomplished, I s-cggest that the a.:pplic~ 

next· endea.vor to correct, 80 1:a:r 80S m::J' be :poes11>le. the condi-

tio::. crea.ted b;r 't;he trs.ms.et ion 'ttZlder w1l1ch the large 'Oloek o'! 

stock was converted into .bond.s. ~s trsnse.et1o:c. sa4t:led upon 

this eorpors.t10n '!1xee. bUd-ellS vf.c.1eh it sho'ala.no~ 'be expected 

to es....-ry. It is !n ende:c.ee tAe:~ ":Jl1J:IJ.Y o'!' this eotl'pSllY's s.-"vOCk-

hold.ers 8.ro a~so its 'bondhold.ers. and I 'bolieve the e.:ppl.ios:rrt 

herein t:J8.y be 8,1:>le to 8rra:ng6 for t~ re.eonvore1on o:t a. portion 

.of its "conde -1xrto stock. 

T:b,ere 1e one other ::I&ttOl" to w"Aich I desire to allud.e .. 
, 

·In'its orig1:c.8.l a:p!)lies.t1on the Southwestom C~ a.s:kedfor 

Southon. ty to issue $4.500.00 of its first mortgage 5 por cent 

'bonds to I:tI:t-. Arthur Gregory ~or 4.500 silares of stock held "07 
Aim. It . was ets:ted that.!!:r. Gregory he.d onginally elected to 

\ 

convert hie atoek intO' 'bonds =der the :plan o'! Oe~ober. 190'7. 

but that :a.is bonds had. never 'beon delivered to b.1m. ~o<a:tLest was 

::s.de- to eOI:lplete -::0.18 trs:c.3sct1on. ~e COtml1ee£on 1n:f'or.ned tbe 

a~:pllcs.n-t tJ:.a.t it would consider t::u.e feature- o'! the s.;pp11ca.t10n 

when :&l"oper oVidence we.s subtlitted that !!r. Gregor.J he.d1n good 

!,s.1th t8Jton the neeossa~ s~ps to ~ suoh conversion. a.t tlle 

title of the origins.l offer 1:1 1907. e.lld :-c:rther tAat no other 
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eto.ek h.a.d SJ:i3' right to e1s.1m th.e conversion priVilege. ~A1s 1%1.-

:ror=&t1on has. llot· 'boen Grose:c.tod t,o t:-:'e'.Co31Sa10%l.. and as appli-

cant ms.ba no referen.ce to this ma.~ter 1n its s,t)Snded 8;l?p:t1cs.t1on. 

I 8.SS'tUllO tAa.t it des1res tAis ~&8:t'll%'e of its ~et1t1on le!': in s.-

boyanee £or the present. 
Ii'othillg :il&rein . s.o.id SAOttld 06 construod a.s pr& juc11e1l:1g 

the right. of the 8.:!?pl1~ t~ :re8.pp~ for s:ttthon ty to issue the 

$4.500.00 of bonde to Ur. Gregor,y. 

I sM.ll not a.t th1s time recocoend ths.t t~ a.pplication 

o~ Southwestorn ::Ioee Tolo);)hone company' 'be e1't:h&r granted or de:01ed. 
i 

I reeo=cend that it be held in-suspense pending.such action ss ~be 

ll;ppl1es.nt hore1n may take- i'ollow1llg suee;est1o:c.s V1h1eb. I eJ:uU1. here 

outline. I W1ll su'b%:11t suggest10:c.e -!o:r the cotlP~ to follow 

ra.ther than a:: Order. '!eel1ng th.s.t tbe applicant horein will tam 
the View that tho suggestions are :les:c:t in its OW'll interests tle 

well a8 in tho. public interest. If an Order alo~ th.ese lines 00-

comes llGOes88.%7. however. it r::JJ.'1' ·00 iocued at e:.a:r t1:o tile Com-

miss10n may bolieve it desirable. 

I. therefore 9 recommend t:a.s.t tho awlioa.t1on here1n be 

. :held in s.bayanee ttntil J'aly 1. 1914. azul -:hat the &l'l'~ics.nt here-
, ~ 

in by that time prese~ to this Coocission !or its spproval 8. 

general pls.n ':'lh1oh shall el:l'bra.ee the !oUow_:-

1.:aed.uction o't a.!1,t)1.1eant's bonded indebtedneos b,. the: 

oonversion o! a. :portion of t".o.is illd&bud%tees into stoe~ or 'b7 SO::le 

m&""~od eq:a.sJ.lY S8:t.~ta.ctOl7'. 

2. :Reduction of applieSrllt T s floa:tillg indebtedness b:r 
the atlO'tUlt pa.id out 1n dividonds d.ur1:ag the ~a.st three or !our years 

and "b:y such other ~ as shall serve to reduce thia indebtedness 

to 8. conservs.tive bssie. 
3. CSJlCells;t1o:c.. 1~ pozeible. o:!' stoe~ now :0.&1<1. b:; the . 

trustee 'tnlder s.p:pllea.nt' e: bond issue •. • 
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I.. Reetor&tion to &~~11c~t'e tre~8Ur.1 an~ enneella-

tion·of bl~ek or 3001000 sharez of -eontrnet" ztoc~ through en 

~rr~ge=cnt to b~ e~:ectc~ between tne eo~,any ~n~ ~. caarles 

. . 
I properly leave the 4c~113 or these ~l~n~ to b~ 

;pliea.nt notify this Com.ission t'o:rmaJ.ly by letter 0::' tA~ twe:lt:1-

:iftn. day Qf eaeh,mont..b. outlining what hs.s been ~o:le up to thtJ.t· 

~ime towcrd meeting the sU8Ses~1one o! ~~ Co~aaioA herein 

otlt!1neC.. 

~hefo=es01ng ~inion is hereby approved and ~r4ered 

tiled 3.8 the Q:p1:lion o! the ~1l:roQ.d CO.amUSS1011 ot the State 

o'! C.a.li!~rni&. 
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