Decision No. // 97

®’ .
EZFORE THE RAILROAD COXIISSION
0= 2ZE STATE OF CALIFORNIA.

o0

7
in the latter of +the Application of 3 L}
COAST ‘COUNTIES GAS AXD ELECTRIC COi~ ( .
- DANY Zor aw.order authorizing the. g Application No. 920.
issue of deVvexntures of the face value - .
of $150;,000.00. | )

DR
)

CEJA. van C. Torchiana for applicant.

TEELEN, Commiaﬁioner.

rhis‘ia an application for an order amthorizing the
iosue by Coast Countiecs Gas and Zlectric Company of its 6% deben-
tureg of the face vaiue of $150,000.00 Tor the purpose érire¥ 
imburnihg appliéant.for*hbneys 5cretofore expended rrbm in#omc or
from borrowed moneys between arch 21, 1912 and Aﬁguat 3i} 1913,
for cabiﬁal éxpenditures.

‘Applic#nt_herctofore in . Application No. 750 rééqested
an order authorizihg thé issuance of prefcrréd stock of the par
value of $200,000.QO Lor thia same purpose but this.cbmm;ssion in
ito Decision No. 1124, dsted December 13, 1913, denied said ap-
pIicaxion‘without p:éjudice on %the grownd yrincipally. that if

| such authority were granted applicant would tren nave outstanding
an issue of prcferréd'sﬁocknéf‘thé bar value of $1,200,000.00 and
common stock of tae par value of $2,000,000.00 againet an eqpity,
ndt t6 exceeld thé'aum of $478,958.31. A reference is hereby madc‘

~ to the Commisai§n's opinion in zaiducaze. in vaich opinion the
applicant's financial affairs ere fully conaidé&cd, “

o In said opinion'the Comission é;gsgstcd trat it “wenld
look with mich more favor upon an arrangement ﬁhe:éby'hewrpre-
ferred stock, preferred'oier the ogtstandins:stock; chould be
iazued fahher than prefcffed stock whi&h?pértiéija;ea équally'withi
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the present pre.erred 3tock which hae not & p*oper basis of value
berind it." Applicant has msde efforts to dispoze ofiéﬁéh stock
:if.it-w;re issued bBut haz reached the conclusion that it would not
bé’possi?le at the present time %o issue such stock without payiﬁg

: entirely too much Tor the zoney to be secured from its sale. AD=

¢ wlieant introduced evidence at the hesring to show that 1t woucld not
be possidle to sell suéh preferred stock at tue prezéni time Tor an

amount in excecs of 80% of its par value o3 the basis of a 6% pre-

ferred stock.

Applicant accordingly lookxed about for some other method

of accomplisning the Commission's suggestion and reached the
conélnéion that 1t wbu%d be wizef ax the present time to issue its
6% debentures. Applicant has made tentative arrangemenﬁa.for gelling
taese debentures Tor 934 bf taeir face value, togeﬁhcr‘with acerued
interest. o
| Applicant nas accordingly suthorized an iézue of dgbontures
of the Tace value of $300,000.00 under the proviaioni of a piopoéed
debenture trust agreexent, a copy whereof is amtachcd to the petitioh
ﬂherein and marked "Exhidbit D". This‘asreement is to be dated ashor
TJanuary L, 1914, and is %o be betweén the Coast Counties Gas and
Electric Company and the Mercantile Trust Company. It anthérizéz

the issue of 300 debentures of the sum of_$1;060.00 éach;‘eaéh to

be payable to “he holder or registered oﬁner thereor’dn'Jénuary‘l,
1924, énd‘to bear interest at ﬁhe ra&e of Q% pef anmum fron date
until paid, in erest payable semi-annually. Tae debenturcs nay

be called for payaent prior to their matur ;ty and may be paid or
redeemed by thae oiligor at its option om the 13t day of January or

on the lst day ovaﬁne'iﬁ any year, at their face amount, plus 1%
prexiuvm and accrued intereat. ”hc proceeds of the debenturés aré

%0 be usecd only <o dizcharge o- lamfully refund the utzlity'a
floating indebitedness and to acquire property +0 e used in its

tusiness and in extending and developing the utility's Ttusiness and

gervice. None of the proceeds are to be used directly or indirectiy




v
' %o pay any cost of operamion. maintenance or replacement, or to
discharge or refund any obligat;on incurred for ope"axion, malne
tenance or replacement. .
Article 15 reads as follows:
"The vparty of the first part will not make or
execute: any mortgage, deed of trust or other instrument
¢regting a lien or charge on eitaer the whole or any part
of its property, 80 long a3 any of these debentures shall
remain outytanding, aniess the pa.ty of the first part
shall, out of the first proceeds %o be derived by it £
 the sale or disposition of vonds, notes or other ¢Videnc¢z
of debt secured by such morigage or deed of trust or other
instrument creating a lien or charge on either the whole
or any yart of its property, deposit with tae trustee a
sufficient sum of money for tke recdemption of &ll ol the !
sforesald debentures then outstanding, and with such money
recdeen suck outstanding debentures mnder and nurzuant to the
subaeqnent prov;szons of tais agreenent.”
Applzcant Proposcs at the. bresenv t;me to igsue one-half
£ the deben tures 80 autdorized, haviang tae total face value of
- $150,000.00, and‘to.use :he‘p:oceeds, as far as they will gb, to
pay off tae ;ndebtednecs 1ncurred for prone* capital exnenditurea
| out of income or borrowed noney oetween March 21, 1912 and Angust
31, 1913. Applicant testified that dur;ng‘saidlperiod the'proper
charges to capital account snave amounted o $218.959.24,'as'app§ais
on a statement which'iz attached to the nctition herein and marked
"Exhitit CY. OF this amount $64,616.81 Tes. patd from the aa.:.es
of stock 1eaving,a Palance of v154,332.43-represent;ng.cap;tal
expenditures made in excess of the amounts paid from the proceeds of
capital stock. If authority is given %o izsuc “he proposed debdene
tures, the azuxm of 3139;500.00 and accerued interest will bYe derived
tnerefrom, leavirng a balance of something over $14,000.00 which will
have to be paid in some other way. The stock waich was sold, as
hereinbefbfe rnreired to, was issued prior to ilarch 235, 1912;
As bearing on tnc question vhetaer applicanz will be able
to pay ;nterest on the broposed additional obligaz;ons, it appears

from this Commission's said opinion of Decenmber 15, 1913, that

'applicant'submitted a2 statement of earnings for the year ending




June‘so,.lgls, showing 2 net nrofit, after de&ucting interest oﬁ
the bonds éf applicant's constituent corporations, amounting to
. %79,058.18.  XNo dcpreciatidn, however, nsld been cbﬁrged. Aléd-no
allowance was made for the payment of the sinking funéd on the oute-
standing-bonds. |
| It ié asgumed that the nmount prowerly chargeaﬁle Tor
depreciation would be somevhere in the'viciﬁity ofv$59,000.00 wat
this sum has not been taken us establiehing definitely the amount
vhich should be so charged.
Tae aznual payments into sinking fund are a5 follows:
Cosst Counties Light and Dowes CoOMPANY s aucevesd. 10,000.06'
ZBig Creek Lignt and Power COMPABYeeeroocacoees 3,600.00
San Benito Light and Power Companyeseceesssans 1,500.00
The payment intb the sinking fund of the bonds of %
Son Bendto Light and Power Company will commence oxn June J0, 1915,
and must bve made oxavslly thereslter, |
Appiicant testified that 14 had incurred relatively large
expenditures for extensions to the service, that 1t had now made
practically alllthe extensions which would be necesnary Tor some
" time din the territory which it serves and that its financial ot
dition was steadily improving. |
Attenﬁion‘shouid be drawnvto the faoct that if tais pro{
vosed isgue is nutnorized, applicani will have gdded 4o its capital
account subséqnent to xarch 23;,1912, the sum of $218,959.24 an& "
that its addiiional obligaxiohé will de represented hy the proposed
deventures of the face value of $150,000.00, together with a sun
somevhat in excess ofl$14,000,06 waich will zave <o bé\takén care
oX in some othgr woY . -
| I fiﬁd_tham there is a reasonadle probdability of ap-
Plicant's ability to pay interest on the prqposed dgbentnres. The
ma&or vortion of the propbsed\issae- will bé token by £he presen’

stockholders in the company.

‘I recommend that the application de granted and submit

berewith the following form of ordex:




ORDER.

COAST COUNTIES GAS AXT ELEC?RIC'COMPASY’haNing applied

0 the Eaiirqad Commiseion for an order anthbrizing the iscuance
by said company of dedentures of the face value of $150,000. OO.
sald debentures to be payable on Junnary L, 1924, and to bear
interest at the rate of six (6)yer cent per annum, payable semie
snnually, under the provisiony of a debenture trust agreemenx to
be lated as of January 1, 1814, between Cosst Countics Gas ant
Elcc vric Company and Mercantile Trust Comp«nf, and o, prblic hearing
aaving veen aela upon sald application, and the Commission finding
that the moneys to te procnr ’ Ty the isoue of said debentures ure
neceuezxy to and reasonably requzred by zaid companJ to reimturse
seif for moneys ac.nally expended frox income or from bo**owed |
mcnﬂys not secured by or obtained from the issue of stockz or stock
ceb*i’ica&es or bonds, notes or other ev:dencec of zndebtedness of
such pub"ic utility, within Tive years next rrior %o the rzlzng o
the application nerein, for the acquzaitzon of prope*ty and the ¢on=
struction, completion. extension ana inprovement of ita racilitie
IT IS EEREZY ORDERED that the Railrosd Commission of
the State of Californis hereby authorizec the issue Ty eaid Cogst
Counties Gas and Electric Com;nn; of one hundred and 'ifty Thousand
(& 1bO 000. 00) gollars, face value, of debent sures of said company,
: bear;ns numbers 1,%0° 150, incluszive, paJable on January 1, 1924 |
redeemable av the obligor'a opu;on ox the la% day of January or on
- the 1lst da; of June in say yesr, at face velue, plus one (1) per cent
premium and acc*ued interea and %o bear in*e"ea at uhe rate of |
gix (6) per cent per nnnum. pajablc semi-unnually. under and in
e uance of the terms of a proposel debenmture trust sgreement %o
be dated as of January 1, 1914, between Coast Counties Cas and
Electric Company and ilercantile Trust Company, as trusiee, upon the

Tollowing coxnditions and not otherwise, to-wit:




l. Coa&t‘Ccunties Gas and Electric Company shall sell
sald debcnuures S0 a8 %o net cald company. in cadh, not less than
,ninety-thrce (93) per cent of the face value of the princ;pal thcreof;
plus acerued interest. | | |

2.. The proceeds from the sale of said debenz uﬁea shall e

used only Lor ,he pu*pose or reimbursing Coast Count iea‘Gas axe.

- Electrie Company for moneys hithergo.uctua¢ly expended'by gaid com=

pany from income or from any other moneys in ité'tfeasury Dot secured
by or obtaiﬁedffrom.the 1ssue of ctocks or stock ceriificates or bonda;n
n&tes or other evidences of.indebtednesa of suck public‘utility, within
five yesrs next prior %o <he filing of ‘e appl;caxxon herein, for the
purposes specified in Exhibit “ce a ac“ed %0 %the app&ication here;n,
to which referencc is nereby made. _ | h
K Coazt Counmxea Cas and Electric Coapanj aaall keep-
separate, irue and accurate accounts thowing the receipt and ap-
L oL tze proceeds ’ , :
vlication in deuail/b. the: salc oL :he detentures hereby authorized |
to be issued and on or vefore tae 25th azy of each.mon h the company
shall make a verifzed :epo to .hc Commisﬂion,rsuaming the zale ox
sgales 5’ said debent urea during tae nrevﬂoaa month the terms and
conditions of sale, the moneys realizcd uhercf*om and the usge and
applicsation of such moneys, 8ll in accordance wi th 4his Commigsion'
General Order No. 24, which order in so Zar as app_icable'ia nale
% part of this order.
4. This order chall mot become effective wntil the fee
specified in uection 57 of the Pub’ic Utilities Ac.. an amcnded,

t

has teen paid,

5. The autherity hereby given to issue Cebentt Tes shall
apply only teo debentures iesued on or before the.lst day of Octover,
1924. "

KD IT 1S FURTERR ORDERED that Coast Counties Gas and
alectric Company te and the 8saome 1s heredy autnorzzed to execute\
,vhe debenture trust agreement as of Janusry 1, 1914, between itsclf

and mercantile Trust Company, referring to said debentures and

==




gubetantially in 4he form'aztachcd to *he petition herein and marked
*Exhivit D". |

Tae foregoiné opinion ané order are kercby approved ond
ordered ZLiled usn the.opinion and order of the Railroad Qopmission
of the State of Califqrnia. |

| Dated at San Francisco, California, this ﬁday_of
January, 19%4.
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S earetary:

Y

Gormissioners.




