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Deoision lio. 13"1/(. • 

In the uatter 0'1: the Application ot ) 
COAST VALLEYS GAS Ail) ~LECTRIC CO~lt.NY 7) 
a oorporat1o~ to issue 1.t2 Series "B") App1.1oation ~lmlber 10344 
seven peroent. oumUlative proferred ) 
stock of the par value ot ~,OOO,OOO. ) 

Cumm1ns, AO~or and n= an~ ~~~DUIJ~! 
Cb.1cker:1.ng and. Gregory. by men L. Chickering. 

~or app~1eant. 

O:?INION 

In this &yp~cat1on the Ra1~road CO~Be1~ is asked to 

make an order authoriztng Coast ValleJ8 Gas and Electrio Company to 

.. 

issue ~~.OOO.OOO.OO of its Series -B w seven peroent. oumnlat1ve preferred 

stook. 

The Commission is further asked to make an orier author-

izing the oomp~ to deliver ~500.000.00 of suoh stOCk tn exchange for 

e. 11ke 8IllOUJ1t o:f BU percent. preferred stock at present outatan.d.1ng,. 

upon the payment to applioant of ~J.4.00 with each share of 8ix percent. 

preferred stock exchanged. and to sell the r~1n1ng ;500,000.00 of such 

stock at not le83 than 98 percent. of par value. for the pur,pose of £1-

na.ncing the cost of extensions. additions and. betterments and of retancl-

1ng SjDk1ng :eund pqments. 

~.Q.o appll.cat1.On shows that Coaat Valle;va Gas and Electric· 

Company is engaged in selling gas 1:c. Mo:a.terey. :f>'ac1f'10 GrOTe and Sal1naa; 

electric energy in lronteroY'. PaCific Grove. S~1naa. A1ng C1t:y. C&1:m.el.. 
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San Ardo. C&8troY1l1e and in a large part of tIonterey Comty and in a 

portion o~ San Bonito c;o=ty: and water 1n SaJ.1ll..&e ana. .lang Cit)'. It 

appears that the company was organised on or about ~oh 18. 1912.W1th 

an ~thor1 •• ~ capital stook of ~~~OOO.OOO.OO diVided into ;3.000.000.00 

of oommQn and $2.000.000.00 o~ eev~ porcent. o~&t1Te pre~err.4 stooke 

al~ of Which was issued. ~ereatter the company amend.d ita Articl •• 

ot InooIJIoratlon so as to provlde :for an au.tho:r1zed lasue o:t $3,500.000. 

~1v1ded into ~3.000.000.00 o~ common. snd iSOO.OOO.OO o~ e1X peroent. 

cumUlative preferred stook. By Decision ~umber 9789. dated ~ov.mb.r 23. 

1921 (Volume 20. ~1n10llB :md. Orders of the :aa1lroad CommisS1on o:t C&l-

ifom1a. ya.ge 873) the oompa:oy was authorized to iseue the ~OO.OOO.OO 

of preferred stoak for the purpose of ref'lmd1ng the ~. 000. 000.00 ot pre­

ferred stook then outetan~ ~d of finanoing the cost o~ addltions 

andbetterme.nta. 

At ~re8ent the comp&a7 reports that the $3.000.000.00 of common 

stock 8.lld, ~9S.200.00 of the preferred stock are 1ssued ana. outetand,1ng. 

and that $1.800.00 of preferred stock has b~ subsoribed ~or but not 7et 

It appears that applioant han found it neoeSB&r7 to sell ita 

s1x percent. preferred stock at· a substantial discount an~ i8 of the opin­

ion it 18 tor its beet tntore8ts to create an issue of seven percent. 

preferred. steck. which it believes 1 t oan Bell at & priM more near~ 

par. and to proVide for the retirement of the six peroent. stock now out-

sta:o.d1ng • xo this end applicant' s stockholde.rB have Toted to amend the 

.Articles of IncoX'})orat1on 80 as to inorease 1 ts authorized capital stoek 

to ~6,OOO.OOO.OO and to create. out of tho tncreaae o~ ~2.500.000.00. & 

new olass of preferred stock to be designatod Series ftB". and to be en­

titled to ~~UlatiT. dividends at the rate o~ aevon perc~t. per annum. 

but in all other respects to have the same preferenc.s no the proferred 
.. 

stock no ... outstand.1n6. Which is now, ~deaignat.d Series "A" preferred. stooke 
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The holders of the Series "A- preferred stock have the priVi­

lege of oonvert1Dg such stock into Seriea "'B" stook by surrendering the 

certifioates representing shares of Series "AW stock an~ paytng app11-

cant ~14.00 for eaoh share and receiV1ng ill exch.tmga one share of Ser­

ies "BW stook for each share of Series "AW stock surrendere~ Any Ser­

ies "A" stock surrendered will not there~er be re1ssuK by the oomp~. 

10 permit the oonvers1on of stook, appl.ioant now asks that it be, author­

ized to issue ~oo.ooo.oo of its Series ~w preferred stock. 

~he comp~ propose8: ,to sell the romajning ~oo,ooo.oo o'! 

preferred stock here1n applied for at not leas than 98 percent. of face 

value. It proposes to use an a:m.Otmt Of the proceedS of not more tba.u 

eight percent. of the par value of stook sold to pay commissiana and s&ll-

1llg expenaes and. to uae the remaining proceeds to reimburse its treas-

ury on account of moneys invested ill extensions, addi tiona and betterments 

and moneys used 111 making s1nking fUnd p~enta. and to f1n&11ce the cost 

of eo:c.stnct1on work. A.pplicant should 'be able to sell. eaTen peroent. 

preferred stook at a total e,xpense of not to exceed. Six dollars per share 

BOJ.d.. 

It is reported tbat prior to .rune 50, 1919, the oompSllY had 

expended for extensions. additions and betterments. the smn of i73.744.04 

for whioh it had. not been reimbursed with proooecl8 :fran the sale o'! stock 

or bonds and that during the period :!rom June 30. 1919 to June 30.1924. 

it made fUrther expenditures for extensions. additions and bettementa 

of ;n,28'1.224.J.4; making a tota:t of ~.360.968.:L8. From this amount 

applicant de~cta ~903_708.08 received fran the sale of stock and bonds. 

leav1ng a balance of ~9'1.2cO.lO. which is said to represent lDloap1tal.­

ized oonstruet1on expenditures Oll June 50, 1924. .An examillat10n ot fi­

nancial statem~ta tiled tn th1a and tn preVious applications 1ndicatea 

that during the period from J'Qlle 30. 191.9 to J'ane 30. 1924. the oom­

P8D1'S reserve for accrued depreo1at1on inoreased ?l53.971.01. Deducting 

~153.971.01 from the ~97.260.l0 there is left a balance of i243.289.09. 

I believe the oompany ma:y at this time be permitted. to reimburse ita 



. 
treasurr on aooount of the 1nves~ent of the ;243.289.09 in fiXed oap-

ital. 

As Exhibit ~., app~1c8nt has fi~.d a tentatiTe oonstruction pro­

gram for the last six months of this year. showing estimated construo­

t10n expen~ituros ·of ~145.735.00 which applioant propoaes to finanoe 

with prooeeds it Wil~ obta.in from the sale of 1ts stooke ~e8e esti­

mated oonstruotion e~end1ture8 consist of the following:-

Electric Properties: 

Steam • • • • • • • • • • • • • • • • • .~.313.00 
1.8.321.00 

2,635.00 
87.994.00 

2,031.00 

~ransm1s81on ltnea • • • • • • • • • • 
Substat10ns • • • • • • • • • • • • • 
D1str1bu~i~ • • • • • • • • • • • • 
Street lighting • • • • • • • • • 

~otal Electric • • • • 

Gas Properties: 

. . 
Gas plants • • • • • • • • • • •• $ 9.115.00 
Gas distribution. • • • • • • • • • 5.928.00 

Total Gas • • • • • • • 

Water Properties: 

~tng plants • • • • • • • • • 
Distribution system • • • • • • 

Total Water • • • • flo 

General •••••• • • • • • • • • • • • 

~ 8,279.00 
4. J.54. 00 

~otal • • • • • • • • 

$ ll.2.294.00 

16.043.00 

12.453.00 

5,965.00 

, ffi.'!S.oo 

Adding the $145.735.00 to the ~~.289.09 results in a total 

of $389,024.09. In addition to these oxpenditures the teet1mo:ny shon 

tb.a.t d.uring 19~ it is thoU8ht the catJlpar;tF rill be oall.ed. upon to ex­

pend between ~,OOO.OO and ~oo,ooo.oo for extens1on •• additions and. 

betterments. 

I w1ll now consider that :port10l'l. of the applleat10n in Which 

the oompany asks pem1as.1on to re1mburn 1 te treaSuX7 beoause of earn-

illg8 used to make sinkSng :fond p~&nts. In. thie o.onneot1on 1 t appearlS 

that applioant heretofore exeouted ita mortgage or deea of trust to 



Mercantile :o.nst Company of San Franoisoo to seoure an author1s~ issue 

of: $10.000.000.00 of f1r8t tlortgage au peroent. bonds ciate4. Uaroh ~. 

19~2 and clue March 1.,1.952, of which bon48 $2.000,000.00 have been issued. 

It is reported that 81.uee these bonda were iSsued. $1.04.000.00 were re­

tired thro'Q8b, the operation of the s1n1dn g :etmct. leaV1ng iJ.,896.000.00 

outstandillg. It "appears that the moneys in the sinking f'an4 used to 

retire bonds were obt~ed from ~,snd acoord.1ngl7 the r~e8t 18 

now made to re~bur8e the treasuxy because of such paymenta • 
. 

In effeot. appUcant 18 n.ow asking pexm18810n to substitute 

~04.000.00 ot' stOCk :for ?104.000.00 o~ bonds. I see no objeot1on at 

thia time to this prooedl2%'e. it being unclerstoOd. h_eTer. that the grant-

1l1g of this request 1n no vrq oommits the Comazisaion to a polley o:t grant­

ing. in the :ruture. permisSiOn of a s1m1lar nature either to appl1cua:t 

or to any other ut1l1ty. 

I hereWith submit the folloWing fom of order:-

ORDER 

Coast Valle),,8 Gas and Electri0 Comp81lY haVing appl.1ed to the 

liailroad Commiss1On for permiss10n to isn. $'1,000,000.00 of ita Ser-

11e8 ":8" seven percent. c'l2DD1lat1ve preferrecl stock, a publ.1o hear1ng hav-

1:o.g been held. and the B.aiJ.road. Comm.1saion be1n.g of the op1n1on that the 

application shouJ.d be granted. as provided herein.. and that the mone)". 

property or labor to be procured or paid ~or through the issue o~ stook 

18 reasonably r~quired by applicant ~or the purposes specified herein 

ana. that the expend1 tures for suoh purposes are not in whole or in part 

reasonablY ohargeable to operating expense. or to income. 

IT IS HEEEBY ORDERED that Coast Vallo78 Gas and Electrio Com­

p~ be .. and. it 1s hereby. authorized to 1s8Ue ~OO9000.00 of ita Seriea 

~. seven peroent. oumulative preferred stook in e%Change :for a l1ke 

amount of Series "A" six percent preferred stock now outstanding. upon 
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the pqm.ent to applicant of ~'l4.00 With 'eaoh share of Ser1ea wj._ sa 
peroent. preferred stock exchanged :tor Serie. ":8'" seven percent. pre­

ferred stooke 

I~ IS EE,.;mBY ltO'RTliE!R ORDERED that Coast Valley_ Gas and Elec­

tric CODlp&:ll7 be, a:a.d it is herebY''' authorized to issue and oell on or 

before June 30. 1925 at not les8 than 98 percent. of par val.ue.~OO.OOO. 

of its Series ~. seven pero~t. oumulative preferred stook. 

The authority herein granted is subject to ~rther oonditions 

as follows:-

1. Of the proceeds obtained from the sale of the ;500,000. 

of stoek herein authorized to be 183UN, and sold. 

appliaant may use not exoeed~ ~.OO per share of 

stock sold to pq oomm1ssi.on.a al:d other expense. m-
oident to the sale. 1'he rema1ning proceeds. and such 

portion of the $0.00 not needed to pay oommiS81cma and 

ot~er e~n8e8 incident to the 8ale. ~ be used by 

a.pplioant to reimb-a:rse ita treasury on aocOtlllt of 

mone:ya used 1ll making s;nkiIlg fand payment. and.~ 

paying for extenSions. aci.d.1 tiona and bettermenta prior 

to J'Qlle 30, 1924. as indioated 1n the forego1:Dg opin­

ion, and to finanoe the coat of extenSions. add1t1ona 

and bettermenta to be made subsequent to J'a:c.e 30.1924. 

2. Only such expenditures as are properlY ohargeabl.. to oap1-

tal accaants, 88 de:t1necl by the olass1:t1oations o'f 

aco~t8 presoribed by this CO~881Qn. may be fi­

nanced. with the prooeeds to be obtained from the sale 

of the stock heretn author1z~d. 

3. Applicant shall keep such record of the issue, sale and d.e-

1ive~' of the stook herein aathor1zed. and ot the dis­

position of the proceeds as w11l enable it to til- on 

or before the 25th day of each month a verified report 

&5 requirecl. by the l'ta11road COmmission-s General. Order 

..... ,.... ill "\ 

.).).)0 
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No. 24. which. order 1n so :tar as applioable, 1. 

made & part of this order. 

4. ~() author1 ty here:tn granted wU1 beoome ef'f'eot1Te 'Upon 

the date hereof. 

~e foregoing Op1nion ano.. Order are hereby approved and or­

dered ~11ed as the Op~on and Order o~ the ~lroaa ao~sa1on o~ the 

~tnte of C&li~or.nia. 

DAm at ~@ .:'rano1ooo. Californ1a, this L)' C(' day of 

A.ugust, 1924.. 

Commiss 1oners. 


