
Deo1eion No. 5057 

BEFORE ~:a:E RAIL..'qO.m COMMISSION OF 
TEE STATE OF CADIFORNIA 

- .... .-_-

In the Matter of the Application of 
SOUTRw.ESTERN HOlm TEtEEHONE COMPANY. 
a corporation~ saking permission to 
issue other securities in place of 
bonds and provide for the payment of 
floating debt. 

.. .. 
· · · · : 
· · · -

Application 
No. 3055 

R. Roltby ~ers. for app11c~nt. 

GORDO!~ 1 Commis::::1oner 

OPINION .... ---- ........ -"'-

In this application. as amended, SOUTHWESTERN 

ROUE ~ELEP'EOlVE COM?.A.."r.C asks author1 ty to issue two-year 6 
per cent notes in t~e asgregate taco amount ot $89.050.00; 

to pledge $177.50~.OO face value of its first mortgage bonds 

to soC'O.re the payme nt of sai d notes e.nd to issue tr.ustee' s 
certificates in amounts and for purposes here1nafter stated. 

The p'tlrpose of the application 1S nminly to refund outstand-
ing ~debtednea8. to be secured by the same smount of bonds 
now outstanding. 

The Ra11rcad Cemmiss10n in its Dec1sion Number 
1296. dated February 24, 1914. (Vol. 4. Opinions and Qr- . 

ders of the Railroad Comm1 sSion of Cs.lifo·rnis,. :.0. 247) r~­
viewed. the f1ll8llc1s.1 history of Southwestern Rome Tcle-
pho~e Com~aDY and. c~lled attention 
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to tho ~catiet8ctory f1~noial oondition ot this co~y. :~ 

1m:9rove sUt)J:;. condition, tho Commission euggested a red.uction o-r 

applicant' $ bonded indebted.ne se 'by the oonversion of tl portion 

ot this indebtedness into stock or "oy some method equally 24t1e-

tectory; a reduotion of npp11atntf$.-r~oating inde"oteaness 'by the' 

amom:.t pai6. as d1vidend.s duri:cg the past three or foUl" years, or 

by suoh other means as sllnll reduce t:ilia ind.ebted.nese to c. con-
servative basis; the cancellation of the 300,000 shares ot 

"contract Dtoek" as. well e.s the cancellation of the g.tock held. 'b,-

the trustee under ~p~li~trs mortgage. Zhe teet1mony chows that 
the 500.000 shares of stock 1lnd the stock held by the trustee have 

been canoeled. Applicsnt has, ~owover, "oeen una'ble to 1n~oe an7 

of its 'bondholders to convert a part of. their 'bonds tato etook nor, 

has it 'been successful :1h o'btainillg ftmds to red.uce its floeting 

indebtedness. 
Southwestern Rome~ele~hone Company has reported. to 

the Im1lroe.d Commission during the years 1914. 1915 and 1916 

revenuoe and expenses flS follows: 

I t e m 1916 - 1915 - 1914 -
O~erating ~evenues ~80 .. 252.1& $79.069.94 $77,.772.48 
Oporo.tirJg Expenses 47.484.40 38,552.58 31.539.79 

Net Operat~ ~venues $32:.767.76 $40 .. 517.56 $46.232.69 

~a.xes aee1gne'ble to operat1onz 4,504.63· 4 10262.83, 4 .. 171..34 
Opora t 1ng Income . ~Z8·,,26Z. m $36 .254. 'fZ. $4Z,OblO.!;6 

~on-o~erat~Rbvenue-~et 175.00 952.81 102.55 
Grose Income 28,,438.13· 37,,207.54 42 163.90' , 

Deductions: 
Rent tor lease o~ plant 4,343.30 4,015.00 4.01.5.00 
Rent for telephone offices 916.00 - 861.00 
Eent ~or poles. conduits. etc. 6S1.27 - 08.75, 
Rent for ~atrttmente 300.00 -. 
Int~rest on Funded ~ebt 16.125.00 15,900.00 l5.900.00 
Other Interest 8,084.9& 8.051.50 8,188.49-
Miseolleneous -- 32..56-

~otal deauotions 30,.420.5Z . 27,§66.~ 29 "o65.~o. 
!ret Ineome - S'Urpl us -- 9 • .24l.04 1.3.09$.J.0 

Loss. 1,,982.40 -
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~he variations in the COJlllnlll.y's surplus account e:e 

shown by tho tollowing statement:-

.. .. .. .. .. · Item · 1916 . · 19l5 .. 1914 .. · .. .. .. .. · · · .. · .. .. .. .. 
. Surplus beginning of Year :$12.802.97 · ~,.273.23. .. ,', .. · -it ---
l.~scclle.neous Items .. 852 .. 17 .. ,288.70 · 1,,273.23 · · .. 
Surplus !rom o~erations .. --- .. 9:z24l.04 .. lZz098.10 .. .. .. 
~otal S~lua. and Additions 13.655 .. I4 lZ,.l502. 91 n,$7I.~ · .. .. .. · · .. .. · .. .. .. 
DoductiO:l3: .. .. ~ .. .. 

Loss to!" yotJ:r .. 1~9S2 .. 40, .. --- .. ---· .. .. 
Dopreciation not cove rod by .. .. .. .. .. .. 

Reserve .. 8,2S1.55 .. --- .. 10.906-:03 . .. .. .. 
3 t Z1Z.57 ~t!9,2.0Z ~!iscolle.noous .. .. .. .. .. .. 

~otal Dod.uctions .. I~·z Sib. Zl~ .. -_ .. - .. n:z09S.mO .. · .. 
SU:r:Pilus end of Year J,.o~.G!::. .1.2,SOZ..9'1 , I~Z'lS.23 .. .. · .. · .. 

~i:f:fo%'enco to bt.Uellce. 

~o maintenance expenses o'! the coml'any in 1915 ere reported 
at $6,.387.36 e.:adin 1916 at $21,162.J.2. ~he 1916 mllintenance ex-. 
~enses include $l2,793.07 allowed :for depreciation of plant and 

equipment. ~e general and miscellaneous operating expenses o:f ,the 

comp~ were redue~d from $12,693.93 in 1915 to $7,.224.39 in 19l6. 

On JUne 30 p 1917 SouthwGstorn Home ~el~~hono Compa~ 

raportod. assets' and ,?iaoili ties in the follOwing amounts:-

ASSETS: ' 
cap1tal •••••..•••••••••• _ .•••••••••••••.•••••••••• 
Constructio:J. in Progress •••••••••••••••••••••••••• 
Ca.Sh in Eands ot TrUstee ••••••••••••••••• $369.l0 
Exchange Petty Cash....................... llO.OO 
First National Bllnkp Redl~ds •••••••••••• 2,034.93, 
Billa Receivable......................... l67.29 
Accounts Subscribers and Agonts........... 694.75 
~scallaneous Accounts ••••••••••••••••••• 1,.04~.27 
Materials and Supplies................. ZZ,35S.06· 

Redlands ]onds in hands of ~usteo •••• 3,500.00 
Pre~aid Diroctory Expen$es, ••••••••••• ~ 104.05· 
Advance Taxes. .••••••••••••••••••••••• 420.34 
'O:l1a:nort1zed Debt Discount fa Ex,penso.... 91,355.85 
Invontory E%ponse ••••••••••••••••••••• _. ___ 7_%~34 __ 8_._9_o 

Total Assets - ... - ..... -
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$505,888.05 
6Z,S.67 

25,26l.Z7 

102 r 739.20 

~o37.631.z2 
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~IUILITIES : 

Capital StoCk • • • • • • • • • • • • • • • • • • 
J30MS' •••••••••••••••••. ;. ..... 

Redlands Homo • • • • • • • • • .$100.000.00-
Southweste=n ............ 322: .. 500.~ 

:Bille P8:,ys.ble- ••••••••••• .; ••••• ,. 
Advance Pa~ente - SUbecr1bere •• • • • • • • • 
Accounts, Pa~&bl •••••••••••••••• '. 
M1scellaneouB L1nb111ties • • • • • • • • • • • • 
J. R. ~gi8, ~ruste& •••••••••••••• 
CUstomer's Depoeits • • • • • • • • • • • • • • • 
Pa:r Roll. • • • • •• • ................. .. 
Matured, Interest. Ftulded. Deb.t"~ ; • • • • • • • • • 
l!Q.turod oth.er~I~torest,. ~ ........... ;. ... . 

. • • • • • • • • • • • • • • 
SUrplus '. • • • • • • • • . .. • • . .. . .. • • • • • 

~otal I.1a.bil1ties. • • • • • 

S9.2Z'l.ro 
1,.02~.62; 

4.~ 
ZM.46. 

Z,.l2O.05 ' 
. 1.U~94 

1 .. 0824.05-
5,.6907.90-
1. .. 1.06.8Z 

ZO,sJ..'1.1' 

~h8' balanoe- sheet o~ June 30, 1917, does not. include 
the '$1.7'1.500,0() t~e. value of bonds pledged: to se,O:Ura the- payment 

of short te:m not.a. 

Counsel for aP,Pl1cant frank1~ sdm1tc that the oo~ 18 
Ull8.ble beee:c.se 'of the emaJ.'1 net earnings., its: large indebtednes8 a.nd 

the condition ot the s.eC'll%'1t7 market at proeent, to secure funds 

through the issue of either stoek or bonds. It has .. therefore. b4coma 
nooessar,r to deVise a plan ~or re-financing' the co~ throUgh fUnd~ 

obtained :from the owners. and hold.ers of the eomp~t s sto~ 'bonds 
and notes • These ta.n.da are to be obta1lled through the pa~t ~ ot 

.an. 8.llJ1ual. stookholders' &ssesement o:! not. less than $2..000.00 tor 

So period of ten ~ea.rs: through the a.ppropriation'of net earnings 

in. the S'Cm. o:! $2..000.00 sn:a:0.81!i tor s. period of three :ye&rB' and 

$3..000.00 a:c.n.u.e.J.~ for a period of seven year&: through the waiver 
~or a period o~ ten years o~ the BiUk1 ng ~ provie1on o~ the 
trust dead se~uring the pe.,-ment of the Southwestern Bome Telephone 

Comp~ bonds; through the postpon«mQnt of the ~olleot1on of the 

April interest Q:oupone atta.ehel1 to ss,id. b0n48 and through the re-

duction of the annual 1nter~8t on app11~tge outetand1ng notes trom 



7 and 8 per cent to 0' per cent per tUlllUln. 

Applicant estimates that tbrough the carry1:og out of 
, , . 

this plan, 1 twill seoure t'rt:nds3u:ftic'ient to pa'3' its '$89.050.00. 

of ehort,term notes and therebY' regain possess1onof the $177~050.oo 
, ' 

of b'Onda pledged to seoure the payme:c,t of the notes. 'JjJJ.y rirplu.e. 

rems.i:c.1l:1g afier, the' ;payment of the $S;9,050.oo of notes' and the ' 

deferred April int.ere at coupons Will be used to paY' 1n part the ' 

$100.000.00 of bonds isetted by the Rodla.nda Home ~eloph()ne Com~. 

~e SouthweateX'2lB:ome !l!elephone Compe:c.y OVIXl.8 all of the' outstand1:ag 

stock of the Redlande Rome ~elephone Compan'3' and' operatos ita prop-

erties under a lease. paying 8.S a rental all of th& e~nBee and 

fiXed ehargee of the Redlands. C!omps.:o.y-. 

Applicant bas an authorized stook issue of 

$1,000,000.00 divided into 1,000,000 8hare~ of the par value o~ 

$1.00- each. On June 30, 19l7. it reported 88.769-1/2 sharos c4 

stook outstanding. It a.ppears that the ownership of this stock 

is w1de~y scattoro~, thor. boing about 70 stockholder~. In' 

"Exh1b1 t No.. ~", applioant reyorts that at s. stockholders f meetillg 

held !>eoember 1~, 1917, 73,912-1/2 shares of stock were represented." 

~e stockholders by t1J'18.l'l 1m0U8 vote authorized the :Board o~ Directors 

to lev:?, for s. period of ten years a $2.000.00 assessmen~.a.tt%luo;l17;. 'The 
, 

authority granted to the Board of Directors is contingent upon all 

of the ~rov1sions of the reorgan1zat1on'plan be~ carried ~. 
In add.i t10n to. ~a~ng ~2. 000.00 snnua.117 tor ten ye~8 

in the form. of an e.ssessc.ent., the pls.n requ1res the stockholders. to 

appropriate fro~net esrn1ng5 $2.000.00 per ~ during a ~r1od'of 

three yea:rs and $3.000.00 per an:C:IllD. durillg So period of seven years , 

tor the ~urpoee o~ paying off the not~ indebtedness and the de~e~ed 
~ '~. 

, ' 

interest o o up ons .. :Mr. Clls.rles ,A. Rolfe. president of the South-

western :S:OI:lO ~elep:o.one CompanY' testified that, in his op1:c1on the, 
" 

oompsn:y Will. have e'Q.!t1cient net ee.rn1.ngs to, make these appropriations. 
",t.' 
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He expect.s So grs.dusJ. increase in the earn1:ags and hopes tln"ough thie 

reorganization plan to, e11minate al~ attorneyaT ~ees and expenso8 

incidental to re-!inancing. 

Southwestern Rome ~elephone Compan7 ha~ ia~ed$SOO~OOO.oo 

o~ 'bonds. Allot th& bo:c,dS; c.l:'e otttstand1:l.g. :Sonds. in the smO'tOlt 

o~ $322~500.oo have been sold. while $171.~500.oo aro pledged to'se-

cure the pa~ent ot $89,050.00 o~ notes 
The trust deed seouring the pa.,ment of the bonds re-

quires the eompan:v to paY' to t:ae trustee on oe~ober l. J.9l7, axtd 

a::m'Q.8.l~ ,thereafter. until the mat'tlri t~ of ~he bonds. for si"k1ng 

fund purposes, a sum equal to. 2 per cent of all the bonds outsts.nd-

ing. Applicant has requee~Aite bondholders to suspend this sink-

ing fund provision of the trust deed for a period of ten 7esrs. 'It 
,-

reports that up to. December lSth,th~.,.Oml~rs .. s:o.d:p~ed:~~e .. o::..$Z.7.5~500; of 

bonde have agreed to the suspension." It should be sa.1d 1n th1s con-

neotion that the suspension of the s'nking ~ provis10n is not 

cont1Dgent upon the proposed re-financ1ng plan being carried out. 

AS said. the c,om:p~ propo,eos. to- &ak the owners. o~ 

Southwestern Home ~elephone Comp~ bonde to defer collootiDg tho 

A:pril 1llte~st coupons for a period of ten years. To ~eve:a.t the 

deferred interest coupons from fallillg into the :bAnds of innocent. 

:purchasers. the company will require the· owners of bonds who, a.pprove 

thi,s pls.:c. to. detach the April interest coupons and deposit the same' 

wi th a trustee. ~he trustee ill turn will 1S3ue to the depoei tor 

trustee's certificates equal in face amount to each intereat coupon 

deposited. The eert1f1cs.te will show 0:0.' its fao&: that i,t:1s "isSued 

in exchallge for &:c. interest· coupon of like amotrllt. A:A'1 purchaser 

of the certificate Will be put on notice. 
'mlere are outstanding and in the h8.n.da. of the public 

~322,.500.oo face value of 5 per cent bonds. issued by southwestern 

Rome ~elephone Company. ~e face amount of the April 1ntere,at 

coupons aggregates. $a..062.50. ~e ownerShip of these bonds i8 
-6-
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widely soattered. ~he company oontemplate3 some dift~y in 

securing all of the bondholders to subsoribe to this plan. For 

the purpose of calculating tho results o£ the plan, a;ppl1oant 

assumes ths.~ tho owners of $250.000.00 of bonds will deter 001-

leoting the April interest coupons. In such oase~ ~he annual 

payments made "0,. the stockho.lders to. the trustee Will be a"Q6:men-

ted by the sum of $6.250.00. the amount of the A~ril interest due 

on $250.000.00. 01 bonds. These a:muaJ. payments will be turther . 

inoreased by the saving in the interest paid on tho $S9,050.~ 

of notes, sueh sav1ng resulting, first- from the reduction in the 

0J:rC.us.1 interest rate from. 7 and 8 per oent to 6 ;per oent~ and 

second- through the payment of the %lotos. 

Applicant estimates that the amounte paid to. the 

trustee under this plan will be su!f1c1ent to pay all of the 

$89,050.00 of notes on or before April 1, 1924, and that as of 

that date it will have available $8,049.00. to apply to the P$Y-

ment o~ deferred interest eo,upons. ~he aggrega.te tn.ee a.mO'Cllt 

of deferred interest coupons, togetAer with 5 per cent1nterest 

thoreon; on April 1, 1924. will amount to$42,8Z5.oo. Subse-

quent. to this da.te all amounts paid b,. the etoekho,ldera" a8 well 
as an amount equal t~ the interest now being paid. on the $89,050.00 

ot notes will be used to liquidate the $42,8ZS.0c> of 1nd&bted:c.ees.. ' 

Applicant asks tha.t as the $177.500 .. 00 of pledged 

bonds are be1ng reloa,sod t:brough the pa,ment o:! the $89,050.'00- of . 
notes. it be permitted to ,deliver said bonds to. t~ trustee as 

additional security for the payment of the deferred interest Oo.U-' 

pOllS. In the opinion of counsel for app11eant, tho defe:r:red . 
1ntereet coupons constitute a lien on the ',Properties re Southwes-

tern :a:ome Telephone CompSllY. Regs.rdless of this faet r app11esnt 

requeets permission tOo seoure the payment of the deferred interest 

coupons., together with the interest thereon. b,. d.epositing 'With 
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t~e trustee, as the notos are paid ot~, the ¢177,500.oo o~ bond~. 

As indicated, the maximum amount ot the indebtedness to ba sooured . 

by the pledgiDg of these bonds aggregates $42.S35.o~. 

~he financial difficulties of Southwestern Rome !ele-

phoDe COI!lpan7 are in So large measure due to tho conversion of stock 

1nto bonds, to which the Commission referred in its decision of 

Februsr~ 24, 191~. ~he conversion o! stock into bonds took . 
place in 1907 and 1908. ~he logical step at tbis time would be 

to exchange so·me of the- ()utsto.ndingbonds for stOeL. Suoh 8. :pro-

cedure, however, it is alleged is fraugh~ with endless litigation. 

~he :plan herein outlined is designed to. improve tho 

financial eondition o:! Southwestern aome ~elephone Company. It 

has a.s its· one 0'bject1ve,~tb.e payment o'! the $89,050.00 Of notes. 

8:ld the return te> the comps.ny'a tressury of the $177,500.00 of 

pledged bo·nd.s. To bring abo'O.t the3e results, the he>ldere of all 

classes of secu=1t1es are asked t~ co-operate. ~he stoc~oldere 

are re~uested to contribute $47,OOO.o~; the note-holderst~ extend 

the t1~ with1n which the7 demand :payment of their n~tee ~d in the 

meantime ac~e:pt a lower rate of interest, and the bondholders to 

deter for ten years, if necessary, the colleetion of the .A.l'ril in-

te:r~st coupons. !.Cho plan contempla.tes the :p~yment ill full. of the 

April interest coupons, together with the 1nterest thereon at the 

rate of 5 ;per ce:C.t per armum. !:he bondholders $.l"8 not aske4. to 

surrend.er ~::; rights. ~e7 are as~ed to postpone the enforcement 

of their righta 'ttZlder tbe deed of trust... It' the plan 1:or·:.8:/lY 

reason fails, the interest coupons depOSited with thG trustee Will 

be returned. to the res~ect1ve b~ndholders. Under tbo'c1rc~ 

stanoes snd:~~g in mind the finaneial eond1 t10n o! this coml'8Jl3', 

I do not believe that it is ~n unreasonable request. upon the bond-

ho.ldere. to a.sk them. to: co-opera te- in carrying o.ut the f1nancial 
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'. :pl$.%l,:to su.cha" degreEL.So that the 'bonds.now :ple-dged, .will be 

returned .t~ D.:9plicsnt's troasury as the $89,,050.00 of notes ar~ 
being paid. ·of:!.' The o,rder !10reil:. will so. provi4:e. 

A:Pl'licant has submitted to the Commission for a:ppl"ovs.l s-

copY' of the ~ro,posed agreement to 'be entered into "0:7 and. 'between 

So.uthwestem Rome ~ele:pholle Company, certain 'bondholders of said 

cor:.:pe.nY' and. a 'bank1ng u.sti tution as trustee; 8.1so So copy' of Co 

~ropo$e~ t~stee'e certificate to 'be issued in eAChange for the 

deposited A~ri1 interest coupons. 

t~e s.:pplieation of the monoys paid to the trustee under the' plan 

vests ,i~. the final ~~lrsis with s. committee of five 'bondholders. 

71h11e it is neeeesary for this eoutal.ittee. to s.ot in o.n impartial . 
ma.xmer, neverthele3s- it is G~ected tl:.tLt it will g'5.ve due consi4,-

era.tion to' the claim of the holders of :lotes and that \1h.enever it 
oo.:c., without do1nS s.n injustice to other noteholders, it w111 pay 

the most urgent claims made upon it. I do. not believe it is' 

necessary for the Com=1s3ion, either direotly or 1nd1reotly, to 

approve the ~r~poeed agreement. It is necessary. however. that 

the pro~osed agreement be ~d1fied 50 as to 'be 1n accord w1th~he 

order of the Commission. A coPY' of the agreement aZ f1n8Jl~ 

executed shall be filed with the Railroad CommisSion • 
I submit herewith the fol~owing form of order. 

o R D E R. 

SOUTHV,'ESTEP.N HOME ~ELEl>50:N:E COMl>.AllY hav1ng a.pplied to 

the Railroad Oommission for authority to 1s~e notee. trusteeTs 

certi~iea.tes and to· :pledge bonds. as here1n'befo,re 3tQ.te~, 

And e. publiC hoa.r1ng hs,ving been held e.nd the Commission 

being ot theopinio:c. the.t this e.:pp11ca.tion should. be granted. 8'I1'b-

ject to the conditions of the order herein. 
r: IS ~y OP.DEPZI> tl:.e.t Southwe.etern Rome ~elephone 
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Company be" and it ia hereb~" gra.nted a.uthority to, issue two-yoar 

6 per oont notes in the aggregate sum of $89,,050.00 for the purJOse 

of refund~ the following notes: 

Na.r:le 

Mary ~.Prendergast 
Prendergast Estate 
F .R. Wells. 
:r.W.' :Brock 
~oseph s. Hale 
'1JJJ:ry ~ •. Casselberry 
Prenderg$st Estate 
E.ll. Izard 
Ellen A.Lew1s 
Zeta-te Mary S ... Sargent 
J.llee P.; e.nd Mary Denison 
Ellen A. Roberts 
Reuj" Fisher 
E.J. Wolverton 
:t.o. ~:b.ompson 
C.R. Robrer 
Gertrude A. Ha.ye e ' 
:a:eIlX':r ,]"1 sllar 
Rem-y Fisher 
MsryJ. '. Webster 
:First ls.t1onal. Ba.l:lk" Redlands" 

Tota.l, •••• 

Amount 

$l,ZSO.o(). 
lO"OOO.oo. 
10,,000.00 

5_000·.00-
2~000.00 
2.500.00. 
8~000,.0(). 
4,,500.00-
2,000.00. 
G.OOO~oo 
2'.2S0~00-
1 .. 000''';00, 
l .. SOO'.oo 
1.000.00-
1,.000.0(> . 
4 .. 250.00 
3,000.00. 
1 .. 500.00-
2, .. 000.00-

10 .. 000.00 
10,000.00-

. $89 to 0$0.00-

Maturing Date 

April 30" 1918 
A.:P%'11 30,. 19l8 
April 25,. 1918 
~:r11 25-. 1918:' 
i:87' S,.1918· 
JUly 7,. 1918 
']JAil J.5... 1918' 
JUne 15 .. 1917 
}(J/J.'3' 6.. 1918-
'Mar 3,. 1918 
June ll.. 19l.S 
April 3, 191'1 
Sept.. 1, 1.9lS 
M&:v n, 191.8 
Mar 6,. 191$ 
~e 1 .. 19l5' 
~e 29,,1.91.8, 
Ootober B, ,1$1'1' , 
Janue:r:; 22,l9~9, 
J'a:Q.e 30~ l.918 
F'e bruar.v 1.19:LS.. 

IT IS EEREBY FURTEER ORDEREl> that Southwestern Rome 
~elephone Company be. and it is herebr, granted authority to issue 

$80.52&.o~ f~e value of trustee's certificates" or such sn amount 
thereof o.s mIJ.'1' be necessary to oarry out the proposed re-f1ns.:ccillg 
plan outlined in the foregoing opinion, - said trusteo's certif:1.-
ca.tes to. be sub·sts.nt1ally 1:0, the same form. as the trustee's cer-

tificate filed with this C.ommission on Janue:r:v 3·, 19l8. 

I.~ IS BERE:BY :!nJRTBER 0RDER'lm that SO':1tJ:.western E:ome 

~elepho:c.e Compa.nr be, and it 1s hereby, granted authorit:v to pledge 

$177,.500.00 of bonds to secure the. paymo:c.t of the 2-year' 6 per 

cen~ notes herein ~uthorized to be iseued, provided that said bonds 

be ,pledged in ,the same ratio' as at present tc secure the pa~ent . 
of the no,te.s to be refttc.ded, and provided further.. tha.t upon the 
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ps,ment Qf sa.id notae, or e:ny of the notes to. be ret'tl%l.ded through 

the ia$~e of the noto$. herein autherized to be 1S~ed, bonds pledged 

s.s sec1l%'1ty .therefor eh8.l1 be retur:aed to applicant's troe.S'aX7" in 
such an o.motUlt· so that the ra.tio· of the tace vsJ.ue of the bends 

r~1ning in pledge to. the face va.lue o~ the unpaid notes shal~ be 

s~bstant1e.11y as two to. ene. 

treasury tbr~ the pa.yment of notea,.shall be hereaft~r issued 

only upon further order of th& Railroad Comm1ssion. 

The a:a.thor1 ty here1n granted is gre.nted upon the 

folloWing condit1ens snd no·t otherw1se. 

1.- Applioant shall file with the Commission 
Within 30 days after its oxeout1on & verified eoP.1 

of the propesed agreement under the terms of which 

the plan herein outl1ned is t~ be carried ~t. 

!..- Applioant shall file with the Con:mnss1on 
w1th1ll 50 days dtel" the plan becomes o:p<)l"s,t1ve 

e. verified copy ef the trustee's oert1ficate. 

!.- Applice.nt sb$ll file with the Commis81on 

sem1-snnual reports s~ow1ng in deta1~ the pnyments 

made to th& trustee 'tInder this plall and. the a.:ppl1-

ca:t1on of suoh payments, and the 8.mO'Q:llt and ~he 

nnmber of the bonds returned to £ts treasury. 

~._ The author1t~ here~ granted shall net become 

effectiv& until ~pplicant has paid tho fee pre-

soribed b~ the Publi0 Utilities Aet. 
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5.- ~e authority herein grantod shall 

apply only' to such notee. bonda s.nd trusteo's 

cortificates a~ may be issued on or before 

November 30, ~91S. 

~e foregoing Op1n1on and order are her~by ~pproved 
and ordered filed as tho Op1:l1on a,nd order of· the :as.1lr0a4. 

Commission of the Stato of California. 

Dated at Ssn Francisco, Ca11tornia. this 

of January. 1918·. 
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