Decision No. 21217
BEFCORE éEE RAILROAD COMMISSION OF THEE STATE OF CALIFORNIA

In the Matter of the Application of )

. CALIFORNIA PUBLIC SERVICE COMPANY, )

a corporation, (formerly. Peoples Cal- ) ‘ '

ifornie Hydro~-Electric Corporation) ) Application No. 15646
for authority to issue stocks and . 3

bonds.

Orrick, Palmer & Dahiquist,
by T. ¥. Dahlquist, for applicant.

BY TEE COMMISSION:

OPINION

In the above entitled matter the Railroad Commission is

asked to meke its order authorizing California Pubdlic Service Company
to issue, at par, $76,000.00 of its first mortgage five and one half
poercent gold bonds; Series of 1941, and {58,000.00 of its common cap-
ital stock, for the purpose of rinancing'the cost of additions and
betterments to its plants and properties.

It appears that applicant was organized under the laws of
+the State of California on or adbout June 12; 1926, under the neme or'
Peoples California Hydro-Electric Cofporation, but that subsequently by
a decree of the Superior Court of the State of California, in and for the
City end County of San Framcisco, duly entered on Januaxry 16,1929 its
name was changed to California Public Service Company. The corporation
has an authorized capital stock of $200,000., divided into 2000 shares
of the par value of $l00.00 each, all common, and an authorized'bonded

indebtedness of $l,060,000.00 of bonds, issuable in serles, of which 
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the initial series is designated First Mortgege 5-1/2 percent gold
bonds, Series of 194l. | |

Feretofore, undex authority granted by this Commission, appli-
cant has issued $341,400.00 of securitiles, consisting of $128,400,00
of stock and $213,000.00 of the initiel series of bonds, and hes
acquired and is operating plants and properties used in supplying
electric energy in and about Fort Bragg, Mendocino end Altures, 1in
California, and in and about Lakeview, in Oregon. For the year
ending December 31, 1928, its first full year.br operations of all
its properties, it reports gross revenues of $140,278.59, operating
expenses and taxes of $98,860.96 and net 0perat1ng income of p41,417.63.
It reports service to 2577 consumers at the close of the yeax.

In now making this request for permlssion to issue additional
stock and bouds, applicant has £iled, as its Ixhibit "A", a financiel

statement showing, emong other things, 1ts assets andhlidbilities as

follows;=

' Fixed capital:

Property end plants acquired $341,400.00
Additions and betterments 134 ,047.95 475 ,447.95

Current assets:

CQSh L - - - - [ - - - L] - 8’548.99

Accounts receivable . . . 16 ,661.16

Materials end supplies . . 11,208.16

Prepaynents . « o 4 o s 240.25 36 ,658.56
Specisl deposits . « . . . . . . 2,64%5.47
Miscelloneous itens . . . . « . 3,182.93

Total asaets.‘.‘..t..b.t‘. ! 7! *

LIABILITIES:
Capital 3t°°k L] - » - Ll » - L L J L] - L] L] - L] 61% .400 oo
Long term debt + « ¢« « . . . 215 000.00
Accounts payedble « « . - . . 11 056.8?
Aeccruals . . . . « o v 8,086.09
Consumers' and other de p sits 2,600.59
nesewes - * - » - L] - - - ,499.38
Due affiliated companie . 98,922.10
Surplus:
C&pita}, » ® &4 w8 & e » & )
Barned . ¢ o« o ¢ o ¢ o o 915 66 48 ,369.88

Total 1isb niues_"""—"‘. T aieiee m




The company Treports, and the foregoing dalance sheet indi-

cates, that up to Marhh 31, 1929, it has made capital additlons and
betterments to its properties, used and useful in its public utility
operations, in the aggregate amount of $134,047.95. These expen-
ditures are described somewbat fully 1n Expibit "B" attached to the
applications, and in the oral testimony given 1n'this proceéding.
It clearly appears that such expenditures were necessary to increase
the production of electric energy ard to improve the service in all
of the localities served. The rTecoxd in this connection shows that
of the total amount, adout §15,000.00 was expended in and about Fort
Pragg and Mendocino, $56,000.00 in and about Alturas, §56,000.00 in
and about Lakeview and $6,000.00 for general purpoaea.'

The applicatién shows that the company proposes to use the
proceeds to be received from the sale oI the $134,000.00 of stock and
bonds now proposed to be issued, to reimburse 1}3 treasury bécauaé ot
the expenditures mede. It appears, hqwever, that such expenditires
were finenced to a great extent through the use of advances from Peo-
ples Light and Power Corporationm, the owner of substantislly all of
its oﬁtstanding stock, rather than through the use of surplus earn- '
ings, and we delieve that the proceeds to be received from the present
{ssue of securities should be used to pay indebtedness incurred in
making the expenditures now under review, and that the reimbursement
of the treasury should be limited to the amount of su:ﬁlus earnings

invested in the properties.

Reference to the company's financial statement shows an

earned surplus as of March 31, 1929-or $44,915.66. The testimony

of E. H. Lehman, applicant's auditor, on this point,‘however, indi-
cates that such surplus was built up in part because inedequate

amounts had beer included in operating expenses on aocount of depre-
ciation and thet had proper amounts been 80 included, the dalance

4n the surplus account would de reduced by about $14,000.00. It
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appears to us, therefore, that apblicant at this time should be per-
nitted to use not exceeding $30,000.00 of proceeds to reimburse its
treasury because of the capital expenditures made up to Mareh 31,
1529. OFf the remaining proceeds the company may use approximately
$98,900.00 to pey amounts due arffilliated compenies end the balance
to reimdurse its reserve for depreciation. After such reimburseuent
of the reserve, the proceeds should be used to-pay the cost of re-
plécements, or to finance additional construction expenditures; and
not used to pay dividends.

Our order, accordingly, will be entered.

CRDER

Californis Public Service Company, having applied to the Rail-
road Commission for an order authorizing the issue of stock and bonds,
a public hearing having been held before Exeminer Fankhauser, and the
Railroad Commission being of the opinion that the money, property or
lsbor to be procured or peid for through such issue is reasonably re-
quired for the purposes specified herein, which purposes are not, in
whole or im part, reasonably chargesble to operating expense or to

income, ‘
IT IS EEREBY ORDERED that California Public Service Company

be, ané 1t hereby is, authorized to issue and sell on or before De-
cember 31, 1929, at not less than par, plus accrued interest on its
bonds, $76,000.00 of first mortgage gold bonds, Series of 1941, and
£58,000.00 of common stock.

The an;hoxity herein granted is subjJect to further condi-

tions as follows;-~
1. Of the proceeds to be received from the stock and bonds

horein authorized to be issued and sold, applicant may use approx-




imately $30,000.00 to reimdburse its treasury because of surplus earn=-

ings used in meking capital additions, approximately $98,900.00 to

pay amounts due arfiliated companies and the balance to reimburse

1ts reserve for depreciation, provided that after the reimdbursement

o? said reserve such proceeds be used to pay the cost of replacements,
finance additional comstructiom expenditures. |

2. The authority herein granted shall not be construed
_as binding the Commission to recognize the expenditures referred to
in this proceeding for the purpose of fixing rates.

3. Applicant shall keep such record of the issue of the
stock énd bonds herein suthorized and of the disposition of the pro-
ceeds as will enable it to file on or bgto:e the 25th day of each
month a verified report, as required by the Railroad Commission's
General Order No. 24, which order, imsofar ac applicable, 1s made &
part of thils order.

4. The suthority herein granted to issue stock will be=
come effective upon the déte hergof. The authority grented to issue
bonds will become effective wher applicant hes paid the fes prescribed
by Section 57 of the Public Utilities Act, which fee is Seventy-six
($76;00} Dollars. '

DATED at San Francisco, Celifornia, this _/J R day of
June, 1929.

) o

TRAILROAD COMMISSION

STATE OF CALIFOUNIA
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Decision No. 2 1%

BIFORE fEE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the lMatter of the Application of )

. CALIFORNIA PUBLIC SERVICE COMPANY, )

a corporation,(formerly Peoples Cel=- )

ifornie Eydro-Electric Corporation) )  Application No. 15646
for authority to issue stocks and . %

bonds.

Orrick, Palmer & Dahlquist,
by T. ¥. Dablguist, for applicant.

BY TEEZ COMMISSION:

OPINTION

In the above entitled matier the Rallroad Commission is
asked to meke its order authorizing Califormnia Publié Service Company
to issue, at par, $76,000.00 of its first mortgage five and ome half
percent gold bonds, Series of 1941, and $58,000.00 of its common cap~
ital stock, for the purpose of financing'the cost of additioms and
betterments to its plants and properties.

It eppears that applicant was organized under the laws of
the State of Californie on or edout Junme 12, 1926, under the name of
Peoples California Eydro-Electric Corporation, but that subsequently by
a decree of the Superior Court of the State of Celifornia, in and for the
City and County of éan Frencisco, duly entered on Jamuary 16,1929, its
name was changed to Celifornia Public Service Company. The corporation
has an suthorized capital stock of $200,00C., divided into 2000 shares
of the par value of $£100.00 each, all common, ond an authorized bonded

indebtedness of $1,000,000.00 of bonds, issuable in series, of which




the initial se;ies is desigpnated First llortgage 5-1/2 percent gold
bonds, Series of 194l.

Feretofore, under autbority granted by tbis Cormission, appli-
cent hes issued £341,400.00 of securities, consisting of $128,400.00
of stock and $213,000.00 of the initiel series of bonds, and bas
acquired and is operating plents and properties used in supplying
electric energy in and ebout Fort 3ragg, Mendocino end Alturas, in
California, and in and about Lakeview, in Oregon. For the year
ending December 31, 1928, its first full vear of operations of all
its properties, it reports gross reveuues of $140,278.59, operating
expenses and taxes of $98,860.96 and net oPerating incone Of $41,417.63.
It reports service to 2577 consumers at the close of the year;

In now maXing this request for pemission to issue additional
stock and bonds, applicent has filed, as its Exhibit "A", a financial
statement showing, among other things, its assets and liebilities as

follows;~

ASSETS:
ixed capital:

Property and plants acquired $341,400.00
Additions and betterments 134 ,047.95  §475,447.95

Current assets:
C&Bh - . [ ) - . - . L] ] - - S ,548 -* 99
Accounts receivable . . . 16,661.16
Materials end supplies . . 1X,208.16
Prepayments . . . . . o . 240.25 36 ,658.56
Special deposits . . . . . o o . 2,645.47
Miscelloneous itens . . . . « » 3,182.93
Totel 2SSetSeacnavcssscass S017,00&.01

LIABILITIES:

C&pi‘t&l StOCk L 4 L -» » . [ ] [ ] L] - * - - L ] L] L ] $128 .400000
Long term dedt . . . . . 213,000.00
Atcounts payeble . . . . 11,056 .87
ACCTVUBLE o o o - o ¢ o . . 8,086.09
Consuners' and other deposits . 2,600.99
BESETVES = o &« = = o s o o o o 7 349338
Due affiliated compenies . . . . . 98,922.10
Surplus:

Capital . ¢« ¢« ¢ ¢ « « & £3,454.22

Tarnod . ¢ o o o o o o o 44 ,915.66 48,363 .88

Total 1iebilitieSececccacss §§£Z:§§4.§E




The company reports, and the foregoing balance sheet indi-

cates, that up to Marbhh 31, 1929, it has made capital additions and
betterments to 1ts properties, used and useful in its public uiility
operations, in the aggregete amount of $134,047.95. These expen-
ditures are described somevwhat fully in Exhibit "B" attached to the
applications, and in the oral testimony given 1n'this proceédine.
It cleerly appears that such expenditures were necessary 10 lncrease
the production of electric energy and to improve the service in all
of the localities served. The record in this connection shows that
of the total amount, about $15,000.00 wes expended in and about Fori
Bragg and lendocino, $56 ,000.00 in and about Alturas, $56,000.00'1n
and about Lekeview and $6,000.00 for general purposes.

The epplication shows tket the compeny proposes to use the
proceeds to be received from the sale of the £134,000.00 of stock and
bonds now proposed to be issued, to reimburse 1ts treasury because of
the expenditures made. It appears, bowever, that such expendithres
were fimanced to & great extent through the use of advances fron Feo-
ples Light and Power Corporaticn, the owner of substantially all of
its o#tstanding stock, rather then through the use of surplus earn-~
ings, end we believe that the proceeds to bde received from the present
{gsue of securities should be used to pay indedbtedness incurred in
meking the expenditures now under review, and that the reimburscment
of the treasury should be limited to the amount of surplus earnings
invested in the properties.

Reference to the company's fimancial statement shows an
earned surplus as of Mareh 31, 1929 of %44,915.66. The testimony
of E. E. Lebman, applicant's auditor, on this point, however, indi-
cetes that stch surplus was built up in part because inadequate
smounts had beern included in operating expenses on account of depre-

ciation end that had proper emounts beemr so included, the balance

4n tke surplus account would be reduced by about £$14,000.00. It
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appears to us, therefore, thet epplicant at this time should be per-
mitted to use not exceeding 530,000.00 of proceeds to reimburse its
treasury because of the capital expenditures made up to March 31,
1929. 0OFf the remaining proceeds the company may use approximately
$98,900.00 to pay amounts due arfillated companies and the balance
to reimburse its reserve for depreciation. After such reimbursement
of the reserve, the proceeds should be used to pay the cost of re-
placements, or to finance additional construction expenditures, end
not used %o pay dividends.

Our order, accordingly, will be entered.

ORDER

Celifornia Public Serxvice Company, having applied to the Rail-

road Commission Tor an oréder authorizing the issue of stock and bonds,

a public heering heving been held before Examiner Fankhauser, and the
Railroad Commission being of the opinion that the money, property or
labor to be procured or paid for through such issue is reasonably re-
quired for the purposes specified herein, which purposes are no%, in
whole or in part, reasonably chargeable to operating expense or %o
inconme,

IT IS FEREBY ORDERED that Californie Public Service Company
be, and it hereby is, authoriied to issue anéd sell on or before De~
cezber 31, 1929, at not less then par, plus accrued interest on 1is
bonds, £76,000.00 of first mortgege gold boads, Series of 1941, and
$58,000.00 of common stock. |

The suthority herein granted is subject to furtkher condi-
tions as follows;-

1. 0f the proceeds to be received from the stock and bonds

herein authorized to be issuved and sold, applicent may use approx-




imately £$30,000.00 to reimburse its Ireasury Decause of surplus earn-
ings used in making capital additions, approximately $98,900.00 to
pey amounts due arffiliated companies and the balance to reimburse

its reserve for depreciation, provided that efter the reimbursement

of seid reserve such proceeds be used to pay the cost of replacements,
or fipnence additional comstruction expenditures.

2. The suthority herein granted shall not be construed
‘as binding the Commission to recognize tre expenditures referred to
in this proceeding for the purpose of fixing rates.

3. Applicant shall keep such record of the issue of the
stock and bonds herein euthorized and of the disposition of the pro-
ceods as will enable it to file on or bgrore tkhe 25tk day of each
month & verified report, as required dy tke Railroad Cormission's
General Order No. 24, which order, insofar as spplicable, is made &
part of this ordcer.

4. The authority herein granted to issue stock will be~-
come effective upon the déte bereof. The authority granted to issue

bonds will become effective when applicant bas paid the fee prescribed

by Seoction 57 of the Public Utilities Act, which fee is Seventy-six
($76.00) DollaTrs. |

DATED at San Fremcisco, Celifornia, this _/d * day of
June, 1929‘

i RA\LROAD COMMISSlON ‘,—M
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