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'l!l.. the Me:tter ot the Appli cation ot 
CO.AST';COm;'TIES GAS .. t...'O ELECTRIC CO:.:­
'2A.W-. tor ,;ui,;ord:er authorizing, the 
isaue ot de'be:.t~e8 of 'the ta.ee vo.lue 
o:t $1::>O~0C1.00.· 

.', , 

;.: >~ :~ .. : . 

~ 
~ AT.lp11('..3.t10n No. 920, • 

) 

'E::' :',A.. van C.Torcbiana. tor, a::;>p11cmt. 

~EN, Cocmi~~10ner. 

TAis i3 an a.p:!)lication to:: an order author1::1ng the 

iosue by Co~&~ Countiez Gas 3n~ 2lectric Co=~ or ite 6~4oben-

tures ot the fa.ce value ot $150,000.00 tor the p~ose ofrc­

imbur:Jing a.ppliCJillt for 'moneys heretotore expended from incoce or 

tro:!. borrowed. moneye between :?!arch 21, 1912 and AuE)llst 31~ 1913, 

for ca.pital expenc..::.tures. 

Applicant here~o1"o::c in . Application lo. 750 re~este~ 

an orG.er authorizing the issuance, of l'referre4 stock ot the par 
, . 

v3luc' of $200,000.00 tor this same purpoee but thiz CO~8cion in 

i'to Deci 8i on No. 1124, da.te~ :Dece:n"oe: l3, 1913. d.enied said ap­

plication without prejudice on the groun4 ~~inci~ly,that if 
I , 

such 3Uthor1ty were gr~ted applicant woul4 then have outstanding 
. . 

a,n'iS3ue or pre1"erre<!. 8toclc 0'£ the par value o~ $1,200~OOO.oO and 

cOlXl%llOn !lt~k, o~ the par value of $l,OOO,OOO.OOa.gainet Jln eq:c.it:y 

not to exceed tllesU!n or $47e,958.~1. ' A re~erence 13 hereby made 

to the Commiceion's 0~1n1on 1:0. za.ie. ca.ze. in v:.b.ich opinion the 

o.pplleant' 3 t1Mnc1aJ. a.r!o.1r& are tully cone1dered. 
, ' 

In &aid opinion the CO~$zion ~sse$~d ~t it ·wou14 

look with =uch more ~avorupon an arrangement wnere"oynew pre­

rcrre~ Gtoek, pre~erred ovc~ ~e outstanding stock, ehould be, 

o 
o 
o -i;) ..-
o -oJ 
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the ~recent ~re~erred etock wh1ea hac not a proper b~Gis or value 
~ ...... /~L_.,.." 

bellind. it. - Applicant ha.e mad.e efio:"ts to ciispoze O'!'8Ue~ ntock 

, i! it were i 82ued 'but .b.a.z re~hed the conclU8ion tha.t i t wo:1l~ not 

'be' pos8ible at the ~recent time to iszue such stock without ~aying 

entirely too much ~or t~e =oney to be zeeure4 ~rom its sale. A,. 
':: plicant introduced evidence at the, hearing to show t:a.a.t ,.it V10cJ.~ not 

~e possi~le to sell such ,referred stock at t~c ~rezcnt time ~or an 

Amount :1.n excecs ot 80% ot its ,nr vnJ.ue 0:1 the b808is ot. 8,. 6% pre-

terrecl. stO'ck. 

Applicant accord:1.ngly loo~ecl. about tor eome other method 

or aecom,lish1ng t~e Co~s8ion's suggestion and reached the 

conclUSion ~t it would. be Wizer at the present time to issue its 

6% debentures. Applicant has made tentative 3rrangement8 tor selling 

t:o.eBe debentures tor 93% of tAeir t'ace value, toge:ther with. accrued 

interest. 

Applicant haS accordingly ~~rized an iszue of debentures 

of the :!"n.ce ve.lue O':!" $300,000.00 und.er the :provieion~ ot J!l, ,ropozed 

d.eben~ure trust as=ee~ent, a copy whereO't i8 attached to the petition 

herein ana marke~ -Exhibit D". This sgree~ent is to be d~ted as o! 

. J3ZJ.uary 1, 1914~, and 10 to be between the Co.a.8·~ Counties Gall Slld 

Electric CO~l>a.ny and the ~ercantile Trust Company. It 3llthorizes 

the iZ$ue or SOO,debentures or the zum or $1,000.00 each, each to 

be' paya.ble to th.e holder or reSistered owner thereo!'on Janua:::y 1, 

1924'. and t,o bear intereet 11:: the ra.te o! 6% per a.nnnm t'rom. dAte 

until ps.1d, interest l>a.yable ze::Di-~a.lly. T".a.cde'bentures inay 

be called tor :p1l.yment prior to' their ms.turi ty and may be pa.1d O'r 

redeemed by the obligor at its o~tion on the 1st d.~ o! Sanuary or 

on the lzt <lay o! .rune in ~y YeD.r ~ Slot ~eir ~a.ee amount ~ ;plus l~ , 

~remium and. accrued. interest. z.ae proceed~ or the ~ebenture3 ~e 

to bo uecd. only to diE:clulrgeor law:f'ul1y refund the utility's 
, , ....... 

!loating indebtedne33 and to "aequi=e property to be used in its 

'bu,sinezB and. in extending and developing the 01 tili ty' E: 'bueincss and 

service. None of the proee~e are to be u3ed directly .or 1n4ireetly 
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to p~ any eost of operation, ~ntenanee 0= replac~ent, 0= to 

disCharge or refund ~ obli5~tion incurred. for opcrat1on,ma1n-

tenance or replacement. 

Article 15 re&4B as follows: 

"The ptlrty' of the fir.et part Will not make or 
execute:; :rr:ry mortgage, deeC! or trust or other instrument 
creating a lien or charge on ei~er ~he w.hol~ or any part 
or its ~ropertYr 80 long QZ ~y of theze debentures shall 
rem..'"I.1n o'C.tstanding, unless ·the. pa.rty of the first part 
shall, out 0'£ the ~ir8t proceeds to be der1ve~ by it :f'rom 
the Gale or d.is,0,z1tion o! bondS, notes or other eVidences 
of debt secured b.Y such =ortgage or deed 0: truzt or ~ther 
1nGtru.m.ent crea.ting So. l1en or charge on either the Wl:.ol'e 
or any :part 01: 1 t s property, depo 8i t Wi til. the trustee 'a. 
Gut'tieient StUll 0'£ money 'tor the redemption, or all' o'! the ~, 
storesaid debentures then outztandingp ~C! with ~eh money 
reC!eem such outstand,j,ng debentures und.er and purzuant to :the 
~b8equent ~ro7ision8 of thi8a~e~ent.· , 

Applicant ~rOp03e$ at the present time to i~sue one-halt 
, , 

o! the debentu:t-ea so 3.u~orized., ha.V1::r.g. the tot.al race va.lU'e or 

$l50,000.00, 3lld to, use the ;p:"ocecds, 3.8 'fa:;: a.s the"J Will go, to 

pay ott the indebted.neez 1ncurred. tor ,roper eapit~ expenditure8 

ow,t ot income or borrowec! money "ooetween l!orch 21, 1912 8ll<i Auga.st 

Zl,l9l3. App11cant testif1ed. th~t duringsnid ,period thepro,er 

charges to ca.pital a.eeount Aa.ve =otinted to $218,959.24, 's,s a.ppearn 

on e statement whieh 18 &tt~ehed t~ the ~et1ti~n herein an~ marked 

"Exhib1 t C·. oot this amo\::.nt $64,616.81 'I'1eJl - :t>&1<! troe. the' ealee 

of 3tock leaving & balance or $1S4,3;Z.~3 repre8ent~ng capital 

expenditures made in excess or the ~ounts pai<i from the proceeds ot 

ca.pitlll stock. If aut1loritj" 1s given to i:=sue the prol)C>eed <!eben­

tures, tb.e aum. or $139,500.00 and 3.ecrue~ intere:zt will be derived 

therefrom., leaving .a. bo.l3..."lce or :3om.ething' over eJ,4.000.00· which' mll. 

have to be po.1d 1::1 some otn.er wrxy. ZJle stock "Whichws.s Bold, Jl.e 

hcre1n'bef'ore r,,£erre4. to. waa 13zued. :prior to ::larch 23. 1912. 

As bearing on the question whether applicant will be' able 

to pay interest ~n the ~roposed add1tional obligations. it- a,pesrs 

!rom this Commiseiontz e31d opinion o~ December lZ, 1913~ ~t 

, applicant' submitted. a sts.te:nent 0'£ ea.rninge tor the year ending 
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June ·SO, 1913, shoWing a net p:-ofit, a.tt.er d.et!uetil'lg il'ltereBt on 

the oon4~ or app11c8nt's conat1tuent corporntions, ~unting to 

$79,058.18. No deprecia.tion, howe.ver, hs4 been charged. Also no 

ll.llowonce VT&8 :tllJ.de for the pa.yment of tl?,e 3in~ng fund on the out­

standingbond.:s. 

It is ~ssumed th~t the ~ount ~ropc:ly chargeable ~or 

dcprec1.a.tion 'Would be zome'mere in 'tAe vicinity of $50.000.00 "out 

thia aum n.a.e not 'been t':ikcn ::~e ecta'b11~hine detin1tely the amo".mt 

which ~hould be so charged. 

The annual p~ents into sinking fund ~e &D follows: 

Coast Counties Light ~n~ 20wer Company •••••••• $, 10,000.00 
:Sig Creek Liga.t aJ:l<:' Powel" Company.............. 3,600.00 
San Benito Light and Power Co~pany............ l,500.00 

~e payment into the sinking !'und of 'the bonds or the 

Son :8eni to Light and PO"lfer Compa.nY' -Rill commence on :une ZO, 191~, 

and muzt be made annually thereafter. 

Applicant testified t!la.t it haC. incurred. relllt1vely large 

expendi~ureB ~or extens10Xls to the service, tha~ it had now ~e 

practically all the extenzions Which woul~ be neeesoary tor some 

time::in 'the terri tOX"'J which it serves. t;nd t:b.at ito tinancial con­

dition W~ steadily improving. 

A.tter.ltion should be d.ra.wn to -:he fact th&t it tllis pro-

~sec1 ieeue is tl.Utho:rized, applicant will have added to its capital. 

a.ecount au'boequent to =~ch 23, 1912, the sum o~ $218,959 .. 24 and 

thst its additional obligation» ~ll be represented ~y the propo3e~ 

d.ebentures or the race value of $150,000.00, toget.her with.. a. st1:l1 

somevl.aat in excess o'f $14,000.00 wAich will llave to be ~ll.kell care 

0: in eome other way. 

I find., that there io a. reasone..bl.o probability ot .a.);)­

plicant' 8 s."oil1 ty to Po::! interest on the proposed d.eoen'tures. ~e 

major !Jortion o'! the :pro,o3edl$~e·· ... till be t:::.ken 'by the ;preeent 

stockholders in the company_ 

I .recommend. th8.t the applicatio:l be g::'a.nted. and :nxbmi t 

herev~th the following form of orde=: 



. '., . ' 
" ~ " I 

"" 
, " . 

OR D E R • 
.-. -- --- - ~ 

COAST COUl\TIES GAS ~D xt~C:RIC'CO~ANY ~ving applied 
" . 

~o ~he Railroad CommiGeion foranor~er fiUthorizing the 1aeusnce 

'by aoid compa.nyo,!de'b(.'l:t'C.re~ o~ the !rJ.Ce vaJ.~e ot $l!SO,OOO.OO, . 
sa.ie. d.ebentures to ~e pay&b1e on Jmua;r.J 1, 1924, 3%ld to be:n­

interest at the ra.te otaix (6)per cent per annum, pa.ya.ble eemi-
. 

antlur-.lly, und.er tl:.e l'rovisiontl or a. cle'ben~ure :trust ag:.eement to 

be dated a.e o'! Js:nua:ry 1, 1914:,. between C08.st Counties Ga.s .a.nA. 

Xleetric Company and Uercantile ~&t Com~any, and a public he~ing 
. 

having been Aeld upon sai4 applicetion, and the Comcission finding 

that the moneys to 'be :?roC"C.r~ by the iesue or sail!. 'd.ebentures «re 

necev..z'Y to anc!. reasonabl.y require~ 'by e:lid company to rei:n'buree ' ,/0" .. 

1tselr for moneys aet~ally expendc~trom income or'trombo=rowe~ 

mon~ye not ~ecured by or obtaine4 from the 1s~e of Gtoc~ or &toek 
I.' , • 

ee~~i!1e&tes orbo~d8~ note$ or other eVll!.encec o~ in4ebtedne&& o~ 

such ~blie utility, ~th1n five yeare next prior to the tiline o~ 

the ~P~11c~tionherein, tor the ae~uio1tion ot property and the con­

struction, completion, exten3ion and ~prov~en~ or its ~ac1l1t1es, 

IT IS EEP~ ORDEPXD that ~he Rnilro~ Commis&ion or 

the Sta.te of Cali:f'o"rniQ. hereby lW.tllorizez the issue by snid Coast 

Counties CiQ.8 and,Electrio COIC.po.ny of one hun4red and. !1:f'ty tho'tlszmd 

($l50 t 000. 00) e.Olla.r6, face value, o! 4!eben.o:ures o! said company, 

"bearing numbers 1. ~o: 1.:>0, inelu3ive, payable on ;P.:J.usry 1, 1924, 

redee:z:s.ble a:~ the obligor' 8 option or:~he 1st day of 1e:Aua:r:y "or on 

the 1st day of June in My yeta, at !at;e ve.lue, plu2 one (:1.) per cent 

premium and accrued interest, ~ to bear interest at the. rate or 

'be dated ae or Janua.-y 1, 1914, between Coast Countiea Ga& 3n~ 

Electric Co:np3.llY and. :.:crcanti1e :rust Compo.ny, as tru$'tee, upon the 

tollow1:nS co:o.G.itioDS and not o-:her'Wise, to-Wit: 
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l. Coast COWlties Gas and Electric COIrlPn.ny shall &ell 

ea.16, debentures'::;O a..s to net f'.aie. eorrrpsX)..'y, in ea.eh .. not leBO than 
:;. . 

. ninety-three (93-) per cent 0-: the face value 0'£ the :principal thereot'" 

plus accrued intere&t. 

2., the proceeG8 from the sale o~ said debentures shall be 

used only for the ,u=poce of re1~bur8ine Coast Countiei Gas a:e 
Electric Co:npa:lY for moneys ~ther~a.ctua.lly e~nded. ~J e3id com-

panY' from income or from a:n:y other 'mOn~G in i t$ treazury no~ secured 

by or obtAinedtrom the iccae of ctocka or ntock eerti!1eate& or bon4e~ 

no~a or other 'eVidences of indebtedness of tueh ,~blie utility", ~th1n 

five years next :prior to the filing 0'£ the applica.tIon herein~ for the 

purposes specified in ~bit ·Cw attaeted to the appl1e~tion herein, 

to wr..1ch reference 1z hereby mae.e. 

z. C03.et Counties Gas sn<i Electric Cora.,o.ny aha.ll kee:p~, 

separate, true ane. .o.ecUl"~te a.ecounts ehowing the receipt and 8.1)-. 0'-: -;~e proceedz ' , 
pl:Lcation in det'a.il/o~ the'61'11e' 0: the debentures herebyauthor1zeG. 

to 'be issued and. on ~r be!'ore ~he 25th day 0: each mo;o:~h the com:p3JlY 

sha.l1 .make :l. vex-tried ::oel'ort to' the, eommi8$ion .. ~zt.Q:ting the eale or 

sues 0'£ &a.ld. debentures during t:o.e p:t"evi0t18 .t'JOnth" the te%'m$ a.."'l.d 

conca tiona of sale" the moneys re:uized there1":;oom and the use ~ 

application or such moneya,. nll in a.ccora.ance with ~8 Corzzmi.esion's 

General Order ~o. 24, which orde= in so rar .e.s applica.ble 1& l:lal!e 

a. part of, 'this, orGel'. 

4. Th13 order shall not 'beco:e effective until tu' tee 

specified in Section 57 01" the Public Utilities Act. as amend~4~ 

has be~n paid. 

• 5. the authority bere~J given to issue 'ebenturez shall 

apply only to debentures 1esued on or be~ore the.let day o~ October. 

19l4. .. 
~, I~ IS FURT.HF.R ORDERED th~t Coast Counties Ga~ and 

:Electric CO:lpa.ny 'be and theaa.me 1$ herebys:o.tn.ol"ized to execute, 

the debenture tru&t agreement as 01" 1anu8r,Y 1, lSl~. be~ween itself . ' 

and ~ereant11e 1'rust Com~, referring to e&.1d ci.ebentu:ee a:ld. 
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~ub=t8nti&lly in the form ~tt&ehe' to ~e petition herein anci marked 

"Exhi'b1 t D". 

'r'Ae i"orego;i.ng opinion a.n~ order ~e J:.ercb-o.r a:pprove4 on' 

ordered !ile4 ~G the opinion and order o~ th~ ~lroad Commiezion 

or the State of California.. 
"e/( 

Dated at S.sn :FrMei8eo~ Cnl1!orn:1.8.~ tllie IS -ds,y or 
Janu~., 1914. 

C'omm1ssionere. 

I' 
, . 


