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Decision No. ------

In the Matter ot the APplication of ) 
TRA.CY GJ .. S C OMPi~ry , ) 

a corporation, tor an order authoriz- ) 
i~5 the issue and s~le ot $10,000.00 ) 
of its capit~l stock and $18,500.00 ) 
ot i'I;S first mortgage bO::lci.s and raise ) 
;324,900.00 in o::-de::- to finance con- ) 
te~plated improvements and for an ) 
order determining ~~d fixing rates to ) 
be charged for gas. ) 

Application No. 1~295 
(su~p 1eme ntal) 

Crittenden one. Hench, by George M. Hench, 
'!or Tracy Gas company. 

• SUPPLEM&~TAL OPINION 

In a supplemental petition tiled on D0c~ber 31, 1927, 

the Tracy Gas Company asks permiss10n to issue and sell ~lO,OOO.OO 

ot its common capital stock, ~~18,500.00 of its first mort 5age six 

percent bonds, at the prices ~d for tha purposes hereinafter 

stated. 
On JQ:tluary 20th the company re~uested permission to modify 

the construction contract between app11cant and E. A. N~cGil11vra7, 

referred to in Decision No. 18862., dAted October 3, 1927, so as to 

remove from such construction contract the obligation ot E. A. 

!~cGillivray to expend ~23,610.00 tor service pipe, meters, tes~1ng 

equipment and o.ppurtenances. The items to b~ remove~ trom the 
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contract and which Will be installed by the company itselt, are as 

tollows;-

Na.~ of 
I~terials 

Se~ce pipe • • • • • . • . • • • 
sma:'.l pipe • • • • . • • . • • • -
Stop cocks tor. meters ••••• • 
Auto trQck, Signs, tools • • • • • 
Testing equ1pment • • • • • • • • 
700 gas meters • • . • • . . • • • 

cost to. company 
as per Contract 
Oct. 5, 1927. 

$ 10,600.00 
3,000.00 

560.00 
2,000·.00 

450.00 
7,000.00 

Tote. ••••••••••••••••••••••••• ~ 

It, appears that there is no need:. at thi s time tor the 

Tracy G-a.s compan:r to expend. all of the ~2S~610 .00' and. it ha.s there-
tore been concluded to release the con~ractor trom tho ob~~sat~on to 

acqu1re and install. the pipo o.nd oqui,Pment men t1oned.. The $23,610. 

will be dsducted f'roI:l. th~ next contract payment. This request should 

be granted .. 
In the supple~ntal petition tiled on December 31st the 

Tracy Cae Company reports actual or estimated additional expendi-

tures as follows;-
Laying gas mains under Southern ?aci~ic tracks on ~C~ St. 
!or turnishing and la~g extra pipe over and aboV& that 

provided tor in contract with E. A. MacGillivray to~ 
completing belt line • .. • • • • .. .. • • • • • • • • • 

For furnishing and laying pipe to community north ot and, 
adjacent to the city limits of Tracy, not covered by 
contr~ct with E. A. MacCilLivray • • ... • • • • • • • 

Office equipment • • • • • • • • • • • • • • • • • • • • 
Office rent, sept. 1~1927 to Eeb. 1, 1925 • • • • • • • 
Stenographer's salar,r, telephone and postage Sept. 1,1927 

to Feb. l, 1928 . . . . . . . . . . . . . • . . · · . 
Accountant's salar.1 Sept. 1, 1927 to Feb. 1, 1928 • • • 
For services of teon Melekov, as secretary and general 

manager tr~ Dec. l,1925 to Feb. 1,1928 at the rata 
or $000. per month • .. .. .. • • • • • • • • • • • • • 
(?ro~ Dec.l,192G to Sept. 1,1927 ••••••••• $3,000. 
(From Sept. 1,1927 to Feb.l,192S •••••••••• 5,400. 

Forwa~ .............. . 
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$ 200.00 

2,817.50 

4,91:2.50 
370.00 
075.00 

375.00 
250.00. 

8,400.00 
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Forward •••••••••••••••••••••• $17,900.00 

Travellins expenses and general expenses o~ officers 
of co:r.pany . . . . ,. . . . . . . .. . . . . . . . . 

(From organization of company to 
Sept. 1~1927 . • • • .. • .. • .~ 612..~5 

(F=om sept. 1, 1927 to Feb.l,1928 ltOOO.OO 
State Corporation Tax • • • • • • • .. • • • • .. • .. 
For salary ot solicitor of gas applications for four 

months . . . . . . . . . . . . . . . . . .. . . 
Estimate~ cost ot printing consumerts forms ••• 
Attorney-t stees . . . . .. . . . .. • . .. .. • .. • .. • 
Working capital .. .. .. • • • .. .. • • • .. .. .. .. • • • 

Total ••••••••••••••••••••••• 

1,612.95 

75.00 

800.00 
408 .. 66 
250.00 

3,853.39 

:t:24,90Q.OO 

By Decision No. 1776~ dated Dece~ber 20. 1925. as amended, 

the COmmission authorized Tracy Gas company to issue $80,000.00 ot 

stock and $100,000.00 01' bonds for the purpolse ot' constructing 1 ts 

gas ;pla::l.'t. 

The order Of the Commission provides that the stock shall 

'be sold tor not less than par and that 17-1/2 percent ot the proceeds 

realized from the sale of the stock may be used to pay commissions 

and all oth0r expenses inc1dent to the sale of such stock. It fur-

ther provides that tbe bonds may be sold at not less than ninety and 

accrued interest. The net proceeds from the sale of the bonds and 

stock are to be used for the following purposes and none other;-

To pay the cost of land and right of w~ .•... ~s,OOO.OO 
To pay the cost Of,SPU: track ........... 1,331.00 
To pay cor. t:::'llct 'Orlce • • • • • . • • • .. ... 136,000.00 
To pay the cost or pole line • • .. .. • • . .. • 530.00 
To pay expenses of bond issue including at-

torneyfs teea and cost Of ac~uirlng 
franchises and expenses of procee,dings 
before the Railroad CommiSSion .. .. .. . .. .. .. 

To pay the co st of road • • .. .. • • • • • • .. • 
To provide working capital • • • • .. .. • .. .. .. • 
To pay miscellaneous expenses. .. • • • .. • • 

5,000.00 
450.00 

3,600.00 
1,28l.60 

~~11e the company asks pe~ission to modi~ its con-

struction contract and deduct ~23~6l0.00 trom such co~tract, it is 

its i:ltention to exPend the ,$23,610.00 for the same pu:-POSEtS as are 

set forth in the construct1on'contr~ct. 

3-



• 
The oompany alleges. that it hs..s been necesss-"'7 for it to 

incur expenses or that "it will have to incur the expenses mentioned 

above, in addl t,ion to those h~retofore subI:1.1 tted, and that there tore 

it should be ~uthorized to issua $10,000.00 or add1tional stock and 

018,500.00 ot: ad.ditiona1 'bonds.. In Decision No. 18862, dated Octo-

ber 3, 1927 the Commission hel~ that the $612.95 referred to above and 

the $600.00 per month salary 01' Leon Melekov, secretary and general 

manager trol:l. December 1, 192& to sept~ber 1, 1927, should be paid 

out of too 1?-1/2. percent allowed. tor commissions ~nd expenses inoi-

den~ to the sale of the stock or in some manner other than the 1ssue 

of stock, bonds or other evidences of indebtedness authorized by this 

Commission. In the supplemental petition rile~ on December Zl, 

1927, the company again repeats its rec;.ues't to pay trom the proceeds 

realized trom the sale or stock.' and bonds, the $612.95, as well as ('-' 

the $600.00 per month salary of Leon Melekov, together wi'th add1 t10nal 

travelling expenses and sala.ry from. September 1, 1927 to February 1, 

19z9.. In our opinion the salary and. expenses ($lO,012.95) referred 

to should not be paid tbrougn the issue o~ stock, bo~ds or other evi-

dences of indebtedness au~horized by this Commission • 

. An analy'sis ot our decisions will show that we have been 

more liberal than usual wi th this ap~l1cant ~ both in the amount al-

lowed for stock selling co:mn1ss1.ons and expens&s and in the allow-

ance 1'0:" overhead. end general expenses. vre made these allowances 

in order that the reSidents of Tracy might have gas service. Nat-

urally there is a l~t beyond which such allowances should not go. 

The interest of the consumer does not, in our opiniOll p warrant appll-

cant to capita11z& any more ot its general expenses such as have been 

mentioned above. We also believe that the salary o'f the man in 

charge ot the Tracy o:!'f'1ce- and the expenses or printing consumer's 

torms should be paid ou.t or the a1J.ovranco tor working capi to..l. We 

believe that applicant Should be permitted to raise ~13~775 .. 00 ad-

ditional money through the issue of stocks und bonds, in ordar that 

it may co~lete its gas plant, and for other purposes such as are 

mentioned in the follow1ng order. 
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Appl1cant p according to its ExDibit No. l3, proposes to put 

into ettoct the following rates;-

First 400 cu. ft. (or lessj per mete~ per 
Next 2000 cu.ft. per meter per month 
Allover 2400 cu. ft. l'er meter per month 

month $1.50 net 

!tdn1l1l1.llD. charge ~~l.50 ]~er meter per month. 

2.00 net per ~.~.F. 
1.50 net per M.C.7. 

It also agrees that its rules and regulations affect1ne the 

character or service and rel~tions or the' company w1th its customers 

wi 11 conform. to the standard roles $.Xld resule.tions of the Railroad 

Commiss1011.~ and. will. be regularly S"J.bI:l.1tted tor approval. 1n accordance 

with General Order No. 58, and that standa.rd forms will be prepared 

and submitted tor approval. 

ITa do not believe that it is necossary tor ~his Commission 

'by formal order to approve the at'orementioned rates.. The company 

should forth\vi th tile with the Co:mmission 1.ts proposed rates, rules 

and regulations. 

SIXTH SUPPLE1!ENTAI.. ORDER 

Tracy G~s Company hav1ns a.pplied to the Railroad Commiss1on 

tor permiSSion to issue additional stock and bonds for the purposes 

iudicated in the foregoing supplemental opinion,. and to place into 

ett'ect the rates. mentioned in such sup~lementa.l. opinion, a publlc. 

hearing having been he~d betore ~~iner Fankhauser and the Commission 

being of the opinion that the Tracy Gas company may,. w1thout formal 

author1t7 from this CommiSSion,. rile its proposed rates; that it 

should 'be permitted to issue additional stock in the amount or $7,000. 

and additional bonds in the ~ount ot ~9,000.00; that this app~ca

tion,. insotar as it involves the issue or $3,000.00 ot stock and 

$9,500.00 of bonds, should be denied without prejudice; that the 

money, propert7 or labor to be procured or pa1d for by the issue or 
·che stocks and 'bonds herein authorized., is reasono.bly required. by 

applicant, and that the expe:c.d1 ture.s a:re not in whole or in part 

reasonably' chargeable to operatiDg exp,;,nses or to income, therefore, 
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IT IS EZREBY ORDE?Jm .hS FOLLOWS;--

1. T:-acy. Gas Com.pany may issue o.nd sel~ on or betore 

¥.:J::r 1, 1925 at not less than pur, ~;7,OOO.OO of its common cap1tal stock 

und a.t not less tl:lan ninety ?ercent ot: their face va.lue o.nd interest, 

C9,OOO.OO ot i~~ first mortgage six percent bonds. Of the proceeds 

realized from the salo of the stock, an c.m.ount not exceed1ng 17-1/2, ,. 

pe:::-cent of the pur value of the stock sold me.y be 1,;~sed to 'Pay expenses 

and commissiOns incident '1;0 the sale ot such stock. The remainder 

0-: the proceeds obtain.ed. tron: the sale of the stock, and the proceeds 

realized trom the sale of the bonds shall be used to pay the following 

expenses;-
cost of laying sus mains under tracks or Southern 

PacifiC Railroad company O~ ncn Street J City 
or Tracy . • ., . . . . . . . .,. . .. . . . . 

Co~t of furnishins and laying extra pipe over ~d 
above that provided for in the contract be-
t'l'leen Tro.cy GaS company a.nd E • .A.. MacGill1-
v=ay for completing the belt line in the City 
of rrro. 07 . ... . . . . . . . . . . . . . . . . 

To pay the cost ot furnishins ::mel laying pipe. in 
the community north of and adjacent to the 
city 11!D:i ts of Tracy • .. • .. .. . . . . .. • .. .. .. 

To pay for office e~uipment, ctcnosraphic serVice, 
orf~ce ~ent, accountant's sal~, telephone 
a.na. postD.ge • .. • .. ... • .. .. • • .. • • • • .. • 

To pay State Corporation Tax • .. .. .. • • .. ...... .. 
To pay attorney's fees ................. .. 
For addit10na~ working ca~ital • .. ...... .. 

$200 .. 00 

2,81'7.50 

4,912.50 

1,570.00 

75.00 
250.00 

5,853.39 

2. That the supplemental petlti~ filed on December 31s~ ln the 

above ent:V~led metter be, and the same is he.reby, denied · .... 1 thout 

prejudic~, insofar as it 1nvolves the 1ssue of $3,000.00 ot stock 

and $9,500.00 ot bonds. 
3. That Tracy Gas Company may mod1.ty its construction. contract, 

with Eoo ~ .. !~cGill1vr~ and omit trom such contract the items men-

tioned in the foregoing supplemental opinion, and deduct from the 

n~xt contract payment $23,010.00. The stock and 'bond procee.ds 

which the co:n:nission heretofore authorized. Tracy Cc.s company to use-
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to p~ part or sald constructiatt contract price sh~ll be used to 

acq,u1re and install the items ot equipment which the company is 

~oreby permitted to omit trom its contr~ct. 

4. The ~uthor1ty herei~ granted shall become effective when 

Tre.cy Gc.s co:n.pany h:ls paid the minmmllm tee prescribed by Section 

57 ot the PUblic Utilities Act, which fee is ~25.00. 

5. Tracy Gus Company- shall keep such record ot: the issue, sale 

and delivery or the stock and bonds herein authorized and ot the 

disposition ot the proceeds :1::;; will enab.le it to file on or betore 

the 25th day of each month. a verified report, as r l3quired 'by-the 

Railro~d Commission's General Order No. 2~, which order insofar as 

applicable, is made a part of this order. 

DATED at San ~rancisco7 California,. this t:~ de.y ot: 

?e bruary, 19 Z8 • 

~/., 
.I .. _,c .11/':" -- "" 

.t _. d 


