
Deci~ion !{o. /~ 3&' 
EEPORE'THE RAILROAD CO~SSION 

OF' TEE, ST1~~ OF CAt.I~Ol:UUA.. 

--0'00--

~ In the Matter of the App11e~tion 
of ECONOMIC GAS cO:!p.Alrr ~or om 
Ol"Cler 3.pproving an i3Bue of boIic.s 
ot za.id. corporation o,t the !lJ.Ce' 
va.lue of $930,000:.00 
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'/"'!>"Oliea.tion ~:o.: .500. 

Caickeriog ond Gregory for cpplieant. 
~ueiu.e P. Green ~o:: certain COXl.o:umerz, proteztf.Jnte. 
Her'bert ~. Goudge Ma. P::.:.ul Overt;on tor Loa Angele1: G~ 

3.rlcl. Electric Cor!>o=o:~i:on, :protestant.! 
" 

SUPPL~T;J .. ·; OP!~ION. 

~hiG case ,vas before the Coc=iseion sn~ deeide~ on 

Ju.ly lO, 191$, wherein the Co=icsion tound that $635,000 ota 
, ,bo'l'lcl 

'suPPofSed/icoue of $930,000 was illegally is~ucd. or the $635,000 .. 
ill~g3.l1y iS2~cd 'out o.etuo.lly out~to:l<ling 'the Co:rz:nie:zion . s.pprovec. 

the l.z:3ue'ot $270,000, the 'money derivee. fro:1 the z:.Uethereo! 

to be a:ppl1ed to the liquida.tion of an in<!ebtec.neas in the sum 

of ~233. 792.05.. The re:nain:L."le $365,000 of t:'le $~SO > 000 ~'U:ppoa.e<! 

to nave been iosued ,\"'$.$ no~ ::c:pprovcd by the Co:n=ies1on. 

~iorto theeffec~ive d~te o~ t~e Pucl1e Utilities ;~t 

the en~ire capital stoek of $1,500,000 of thiz corpora.tion·ha,d. . 

:aeret.ofore rencllered., the ,urch.~oer3 of the 'bon<!s illeg3.lly 1:asued 
, 

wo~ld have ~o~e remedy agains~ the co=porat~on ~or t~e :on~ paid. 

I~ orG.er to comply With. the con<iitions imyoeed'by the CO:7"::izcion 

and to eatizfyit2 ereditora, the comp~:r eub=ite a pro,o3e~ 

aeju~t~e~t which we will ~ow co:zider. 

.. ~ 
"t..,. 

o 
() --Q -o 
::J 
Z 
o • 
~ 
:~ 
:~ 
;~ 
• • 

W~enthe company a"eared be~ore t~e Comro1e&ion original-

ly it WI).C capit~lized 3.8 follows: 
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Stock nuthorize' •••••••••••• ~ •••••••••••••• $~~500,OOO. 

Stock outstanding.............................. lJ'500,OOO. 
Bon~e ~thorized........................... 1,~OO,OOO. 

:Sonde in the hands of !'Urchriose:re, leg:lJ.ly· 
and illegally issueQ ••••••••••••••• 930,000.· 

The COmmission tound a value of the property ot 

this com~any Qt approXimatelj $800,000 ~o be juet1fied. 

The company now pro~o5e~ to reeaet its~tockas follows: 
First preferred stock, 6% cumulatiVe, 

~thorized ............................ $ ~OO~OOO .. 

SecQnd pre~erred s~oek, 6~ cu=ulati~e, 
nuthorize~............................ 150,000. 

Comoon stock, autborizea ••••••••••••••••••• 850,000. 

To leave outetandine; ............................... $ 303,000. 

To pl~ce with s~eeial eo~ttee o~ trusteec 

In tr e tE.c.eury • ' •••• _ 41 ...... _ ....... ,. ••••••••••••••• 

262~OOO. 

365#000. 

·~70,OOO. 

In effect the eo~nnj pro,osee to cancel $591,000' o! 

condz an' to issue in exchange therefor $37?~500 ot fir3~ pre-

terre' stock on~ $150,000 or seeon~ prc~erre4 stock. It ~roposes 

l.IJ.::o. to reduce its COlIllllOl'l stock out5ta.nG.1ns troM $1,500,000 to' 

$~27,500. The company proposez aleC) to c::wcel $36,000 0-: bOXld.$ 

and re-~eed to ~. Lowe the piece o! l~~~ tor which these $36,000 

of bonds were originally given him. The etrect would beta reduce 

the outeta.nc1ing condz 'by $627,000. 1':0.0 com:l,)any will 'then be in 
, . 

thiageneral po&i~ion: 
Stock ~. ' All":horizecl Issued ." :. ' 

Tf/1"th -1rustee-
P' ~. 6~ $ 500,000 $ Z77,500 ~r$t pre.erre~, ~ 

Second preferred, 6% 150,000 150,000 
Common Stock 850,000 527 r OOO 

$ 122,500 ---322,500 
:Bonda Otl. t~tandinz .... ' ........................................................ .. $ 303~OOO 
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~he bon~3 with t~~steest Com=ittee to be' sold !or 
bene~it ot COMp8~y and use' for a441tiona ~ 
bettermentn •••••••••..•••••••••••••••••••••••••••••••• $ 262,000. 

:E:eld. by Mercantile Tru.at Com,o.n:t to 'be, izsue4: 
only upon au'thori ty ot the R,~lro~ Cor:miz~ion...... Z6~ ,,000 

'tTnis.0ued Illld 3ubj ect to Commission t:J ju::iadiction.... 570~000 

is extremely conserv~tive and. brinea nbout a very healt~y financial 

cond.ition. 

The :plan of reorgM.iza:t.ion rcC!.uirez :A.U tho:: i ty trom. 

the Comrn1ssion 'for the following: 

1. . To issu.e $377,500 of first preferred. stock.' 

2. To place $122,500 o~ ~irst ~referred stoek with 

z. To issue $150,000 o!seeond. preferred stock. 

I believe taie can be readily gr~tcd ~or the rea30n 

that it %!leans practically an issue 0-[ only $.527,000 ,t:.r v~ue of 
• 

ztoe~ ~or the ~urren'cr of $591,000 face value ot oon~o. 

I do not believe the Commission is called upon to take 

any a.ct:i.on with re!'erence 'to tM $850,000 eo:mnon s-:'ock •. T.n1.s 

COl:l~MY' aJ.ready hl:J.s outstanding $1,=>00,000 in ¢o:r::n.on stock over 

which this Co:cmic&ionh3.Z no juris<=.iction. It ha.am:thG.rawn 

$650,000 0: this stock en' substitute~ tor it bonds and pre!e=red 

stock heretofore .re!erred to~ as to wh1Ch sub0t1tution this CO~ 

m1eeion'~ ~uthority i~ required, but as to ~e $850,000 ot common 

stock lett outstanding no orde= 0: this Commission is necez~ary. 

place~ with tAc trusteee cAould ~e 30 ·place~ only on the eonGition 

that the eo:np3tly Me. the trustees enter into :m a.greement With 

the ~pprovl~ of the Co~ssion. 

I rcco~en~ also th~t ~s to the $262,000 of oonds to be 

~l~ed vdth the t~stees that a otlpulation be filed that these 

bonds will be 5014 only tor money needed tor aciditione ~d better-
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mente to the eom~any'a property, ~~ t~t tAey ~ould ce 301d only 

when the ~dd1t1on3 and betterments 3nd the coat thereof are a~~roved 

'by the Commi0j!,10n. \Th.i,le it will not be neeezo.ary under the c1:-
• I 

eu:nBt8l:.eee 'of thi sease :md. by :e~Bon o! the :ltlbati tution ~erei:l 

provided ~o~, to~ t~10 eo~any to Beeure the percis8ion ot this 

Comm;1.t3oion to issue the $262.000 o! bonds o.nc. it :mould. 'be l'er-

D'litted.'to iS3'Uc the came tJ.t. itz O):)ti011_ zt1l1 I believe tlla.t the 

procecd~ o! this 133ue should, ae I ~~ve sugzeeted, be used ~or 

addi ti one s.."ld 'bette:,~ento :::t 0. eo ot to be a.p:p:,ovccS. by the Co:Jl:riosion. 

the ~Z65,OOO of "ooXlde "lith the Ue:eMt1le X~ zt Company .3lld tJ:le 

$570_000 or uni~sued conde will, o! course, be under the Comm1~$10n'$ 

juriadietion •. 

I dee~ it ~=ope= be!o:e &u~citting an order in thiz esee 

to make eertain ocservlltione ''"t/ith refercneeto tl:iz company.. Ee:e-

tofore I very neverely criticized tbi~ cOl:'lpany 'With reference 'to 

directed towar~ the ~urc~aera or the bond~ but rather tow~' the 

direetors or the co~pany. Since the original o,in10n and order 

were entered th1scompany h~e conduc~ed iteel~ in eu~ ~ w~ ne to 

commend itself ":0 thi e COm:niS8iO~. and! believe ha$ very :nuch 

improved i tz fin3.ncial con0,1 tion D.l'l<! th3.t the Comm1r;eion . should, be 

no slower to ~rai8e the eo~ spiri't dizplaye~ by ~e o!rieer~ of 

, thin comp.'l.n;( ~ince the deCillion than it was 'to eri tieize .!l.Ctione 

-:hat ·v/ere con3idered impro?Cr here'to!o::.-e. 

I recommeXld the !ollowing order: 

o ,!{ D ER _ .... -_ ..... ..,. 

Hereto£ore ~ hearing havins been held an~ an opinion 

submitted and order rendered in the above entitle~ =atter, to which 

reference is made for ~nrticulars. an~ the applicant haViXlg pre-

seXltee. a. plan 0: re-o:.c-gan1zation clezigned 3uo3tMtiaJ.ly, ,to im:prove 

'the condi~ion of this utility and to remove the object1on3 urged 

by the Commie&ion to the financial condition of the a~plieant a~ 



IT .,.\PPEARIl\,G tMt ouch reorgMi:;a.tion ane. re-o.rrMgement 

will be to the 3ucctant1al benefit o~ thiG corporation r:~d will 

work no injury to ~he vublic. 

IT IS E2?.EEY OBD.E:RED t~t the ~p:>lico.nt 'be c.u tAorized· 

1. =0 iZ3ue $377,500 ot first preferred stock ~d to 

~eliver the 3nme to tl:.e f"ollomng 5toc~oldere in tile 3mO'D.nts 

set o:p~o$ite tlleir l"e::;~cti ve :la.'1les: 

D .. o. Dru1"fe1 791-2/3 ahnres of 'the "pfJ: vt?.lue or $ 79,166.66; ... c. Co 1e::llr'lll 150 " " .. " " " l~,OOO.OO ;, oJ .. 
~ w. Colem:t.n 233-l/21 ~." " " .. " fIf 2S,Z33.ZZ; oJ. 0' 

Aotaling Zsto.te 
100,000.00';' CO'. 1000' " " " " " .. 

F. P.eiz, Jr. 250 .. " ff " .. .. 25,'000 .. 00;-
W. F. Detert 200 " .. " " " ". 25,00O'.OO~ 
J. DO' GrRllt 500 " " " " " " 50,000 .. 00:; '. 
71. ~ C"Aicker1ng S8-1/3 .. .. .. " " ." S,.ezZ..Z3; ..... 
Eugene De Coulon 25 If " " .. If .. 2,500.00; 
Ceo .. 'I' ,;:£.a:rye. :fl". S8-1/Z " " .. If ff If 5,a33.3.3·; 
2. ]I. 03'W':tj.d 8-~/3 " " " ., .. " 8Z3.33;' L. P. Lowe ~~o " ., " " " " 4ti,OOO~OO. 

.. '7 

2. To iZ3ue $122.500 '03: vriolu.e of it~ :i:r$~ prefe:::-cc. 
~ I 

stock and 'to ,lace t::a.e ~X1lC with trustecz, to be therea.:rter z~ld 

oy thie ComMission. 

3.. To.:.'.istue Ol50 ~ 000 pa:: value of oecond preferred 

e~oc~ to L. P. Lowe. 

4. =0 iszue $262,000 of its 6% bonds nn' place ~;e 

snme in the han~~ of ~he truetees ~~~ in tne ~~plie~tion, 

namely, 1,.. :PO' Lowe, S .. W·a.l~o Colcr"M~..n 3..."'le. C .. W. Conlick, tl'le 

sa:me to be hereat'ter cole!. only for =.otley needed for OIio.itiono 

~d betterment's to the COl:l.::>a..."l7':;; property H.nd. only 'When the 

add1tiona and oettcr,Qcnto ~ci t~e cost thereof are ~p~roved 

5.' '1'0 izsuc $305,000 of its 6% 'b~ndz, placed with. 

the Mercant:!.le Trust Com,o.ny, o.s trustee, only ."J.s<iirectec. 'oy the 
! 

~ircctorz or the eo~pany und.er 't~e au'tAority ~a the,ter~ here.~ter 
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p~eocribed by thic CO:ci30ion. 

6. :he ~p:.?J.iCtlllt chall tile :J. zta:tement a~owing the coo-

pl1o.nce with the l'rovisione o~ thiz order eo tu 8.3 p:reeent com-

~lianee iz re~uired. Ac to t~e uee of ~~e ,roceeds fro~ the sale 

o~ etocko an~ bonds herein per~tted to be pl~c~~ in the ~~G 0: 

the truztee~ t~e necessary ~O~ o~ accounts will be pre~erioed in 

~ eubeequent or~er when cuch ctoeks end bondG ere oold. 

!he fore.soing su,;ple:ne::.tal opinion c.ne. order are ::'ere"oy 

o.pprovec. and orclered filee. .s.c the !3u::n)le:n.cntal opinion n.nC. ord.er 0: 
the M.ilr.olld CoD:.isoion o!' the S~p_te of Cali:f'o:onia. 

Dc:teci. at San Fro.o.c1aco, C.qlifo~n:.a, this '3~.o.y o"r 

CoJ:l:li 3el oner 2. 


