
... 

BlPORE m RAItBOAD COMMISSION OF !rBE STATE OF CALIFORNIA. 

In the matter of the application ) 
of CENTRAL CALIFORN IA GAS COUl?,ANY ) 
for an order authoriztng the issue) Applioation No. 1944. 
of common oapital .took ot the' par ) 
Talue of $6000.00. ) 

o PIN lOX • ..... -_.-.- ... -

o 
CD. o _. 

~e 18 an applioation ~or author1t7 to issue 60 shar •• 

of the oommon oapital stook of Central C8l1fornia Ga. CompanJ. 

haTing a par ·,al:a.e of tlOO.OO per ollare, at tM.OOper share; cd 

to use the prooeeds of such issue for the purpose of purohasing 

.6;OOO.OO~ face mue;' of bonds of Central California Gas CODJp8ll7 

for deposit and oancellation b7 the trustee of Central Ca1forn1a 

Gas CompanJl S bond mortgage • 

~b11c hearings on tb18 applioation were held in 

San hanoieoo on Deoember 1'~ and 23. 191~. 3T1deno8 waa 

pr •• lnte4 br Central Cal:1i'o:rn1a Gas Comp8Xl7 and bl the Ra1lro&4 
Co.m1allon. !he matter 18 now rladl for deo1s10n. 

In Deoilion 110. 2461. rendered OD June 'I. 1916·. 1:4 

App11oat1ona N'Wllber·. 142'1. 1520 and 1~4Z .of Central CeJL1forn1a 

Q~ Comp&n.7. this Co:u:m1ss1on drew attentiOn to a large number of 
.) 
, -

1rregula:r1t1ee in the oonduct o~ the burines8 o:f C .. tral C81.~or-· ',. . 

, n1& Gas Comptm7 and in the statements o"! the oompany's f1nano1al 

oon41t1on &8 mown in the compan;y'e books of aocount. 
In denrtng said application.; this Comm1a8ton .a1d 

1n part: 
"When the def101 t has been made good,' and proper 

a4~u~ent8 haTe been made on the books of thi8 ut111t7~ 
and aat1sfaotor1 evidenoe has been subm1tted of suoh 
restoration and such adjustments, or when this ut111t7 
shall have 8ubm1 tted and reoe1 ve4 tho approval o:f this 
Commission to plsns for the reetoration of 1tsf1nanoial 



attair8 to a proper ba8.18~ this utili t7. lD8J" again app17 
to this Commission ~or suoh issue o~ stooks or bond. or ' 
other. evidenoes of indebtednes8 as m87 be neOes8ar.1 to 
enable it to raise thG :tunde to go forward with its 
publio utility business." 

Without at this time commenting on other'1rregulari-

tie. pointed out in said Deoisi'on No. 2461, it appears that the 
surplU8 aooount o~ C.ntral Cal~forn1a Gas Comp&n7 88 o~'~oom

ber 31. 1914. was improperly stated to the extent of at leaat 

$16.24:1.6'1. In other worde, instead of having a 8ur:p11Ul~ aa 
r.porte4~ of .611.19~ the oompany in reality had & defioit of 

at least $14;630.48. Referring' to this matter~ the CODmi881oD.~ 

in DGo18ion 1"0. 2461, ea1d in part: 

~or this Commission to authorize the securitiea 
here· applied. for as this: matter has. been pre8ented~ 
and in the light of the disolosure8 here reVealed, 
would be for this Commission to sanction and perpetu-
ate theae fraudulent f~oial praotioes.-

When the presentapp11oat1on was filed. Central 

Cal~orn1a Gas Oomp8ll7 was notified bY' th1s Commi8810n that 

the Comm1s8ion would expect the comp8.117 to make a 8howing at 

the hearing heretn that it had taken the necessarr steps to 

comp~ hl17 with Deoision lio. 2461. .1t the first hearing 
her.tn~ held on Deoember 14, 1915, It developed that, although 

more than .tx months had elapsed sinoe this Comm1ssion's ~.c1-

.ion Bo. ~61, rendered on June 7~ 1916~ Central Ca11torD1a Ga. 
Com~ bad not &s yet made the chang •• in its boot. of aooount 

and tn its annual report 88 direoted b7 thia CQmm18810n .1n 

Deo1s1on No. 2461. 

Central Cali:tornia Gas Company W&8 thereupon intormed 

that no further prooeed1ng8 would be taken by th1s CommissIon 

under this applioation until the oompanr had complied wIth the 

direotions oontained 1n Deoision lio. 2461. ~ereafter, on 
Deoember lS~ 1915. Central: CalI:1'omia Gas Comp8Jl1 fIled with 

this Commission new pages to be pasted 1n its annual r~ort to 

this Commiss1on for the year end1ng December 31. 19l4, .howing 
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a a.fio1t of .14~'680.48. &8 of December 81. 1914. &8 41reotea 1JL 

Deoision ~o. 2461. 
Subsequent exam1nat1on by this Commi •• ion'. audittDI 

department of the books of Central Cal1!or.nia Ga. 'CompaDl' NTeal-

ed the faat that in the interim between the date of Deai.ion 

tro. 2461~ beiq June 't~. 1915,; and the subm188ion of aut &4d1-- . 
t10nal page- for the annual rEP"ort for the year end1n8 ])ec8~er 

3l~' 191". on file with tb1a Commi88ion; Cctral Califomia Ga. 
, 

Compan:; bad gone back OTer ita boOD and taken certain i teme . 

out of opel"8 t mg. expense8 tor the 1ear.1912~ 1913 and 1914. an4 

bad tr8Xl~.rred these 1 teme to oap1 tal aooount~ so that the 

)ooka of Central California Gas Oom:r;&ny. aubaequent to the tim. 

When the aforeaaid change. were made in ita annual r~ort for 

::the .18&2; ending Deoember 31, 1914.,., ahowea ~ ~efia1 t of o:nl,. 

"~6"2.42 1natea4 of a deficit of .14:.e~G.4a. reportea. to thi. 

Commi88ion. ~18 investigation also sbowed that for the period 

between Januar7 l~ 1916~' and A1l8118t 3l~ 1915~ Om. tralCa1.1forDia 

Gaa COmpLD7 had. put into oapital aoco'Dllt some .6~407.0 of ao-

caned 4eTelopment exPens8 and al.o tz~:O"1.12 representing the' 

fe •• of .ngine8r.~ accountants and attorne7s. WhateTer JDa7 be.' 
" 8a14 a. to the proprie't7 of placing the 80-oalled deTelopment' ' 

expenees in anpi tal 8ccount~' it 18 elemental that theamo1U1t. 

paid to the engineer.; auditors and 1&"1er. should not baTe 

be«n added to capital account. 

!he net result of these transaot1ona for the period 

prior to Deoember 31~ 1914. was that although Central Cal1fom.k 

... COD1P8n7 ~vorte4 to thi8 Comni8s1on 1XL. ,ita &ml.u.l rlport : 

for the year ending Deaember 31; 1914~ a !efici t of .lAr~630 •• 8~ 
. ' J 

tbe OOmpe.D.7' 8 books. at the var,. S8me t1lH; a8 tbe re.ult of 

the tranaac,t1one here1nbe:fore set forth, .bowed a def1oitof· 

oDl7 ~t4.572.4Z. :87 oont1nutilg the same prooes. 1n 1915,;' ana' 
bl further charging absolutel1 improper additional item. to 
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~ap1tal .ooount~' and thereby apparently dimini8hing the oplratta, 
_xpenal •• the o~pany's booka .howed an ab801utely ~1ot1tioua 

81lrplU8 a8 of J.ugus t, 31. 19 U. 

!h& fl~ t tlla t Central 0a11torD~~ Gee Oompaq went baok 

OTe~ ita booka o~ aooount eubeequ.nt to Deo1810D No. 2461~' 4atea 

J1Ule 'I ~ 19~. aDd took out o::t. operating .~n8" the 1 tema 
hereinbefore ~ef.rr.d to. adding them~o aurplua tor the .ppa~ 
re!l,t purpose ot nullU71ng the d1rect1oZ1B with re~er.llo. to the 

boob o;! aocount oontained 1%1 'eai4 Decision No. 2.f.61~ and that 

Central California Gas Comp8Zl1~ wlUle "",., ren4er1ng olle 
report to this Commission 1n its annual report ~or the year 

end1ng Deoember 3l~' 1914: at the aame time .0 kept ita boot. of 

aocount &8 to show an entirely different oOll4ition~ are turther 

oonolusi.,.e eVidenoes that tll18 uti11't7 18 aotin81n bad faith 

wi th 'this Commi88ion and that the Commis8f. on ·oan not. with &%l7 

.af.t7~ authorize,the 188Ue ot &223" additional aeour1t1e. b7 th1. 

ut111t,r until it haa received aat1staatory evidenoe that Cent~l 
Cal.U'om1a Gaa C01npBnT has completel,. ohanged it. preaent·p.l,to~e. 

and tba tit will herea:tter deal wi th this Could .•• ion in ent ire 

good ~&ith. 

In addition. turther. to the matter. eet forth in 

laid DeCision No. 2461~ it now appears that Oentral California 
Gu Comp~ haa paid dindenele on the 366 1/2 ahar •• of the 

comp~·. oommon caPital stook whioh atand tn, the name o~ 

California Ut1~1tie8 Corporation. This oorporation 1. aontrolle4 

b,. llr. c. S •• 3. :romal' ~ who 18 ale 0 the P%'es1den t of Oct. tral 

Cal1:tornia Ga. Compan7. The •• 36£ 1/2' ahar •• of Oentral OalU-

ornia Gas Compa:D.7's ooxmnon ltook were expre81117 18wed for the 

purpose of oontrol oXll7. and it was speett1oall7 proTiA.A tlult 

theee shares 8hould not be treated as l:BTmS '98.1ue CVol.l~ 

Op1Xl.10118 and Orders of the b.Uro&4 Commieeion of Ca1i:tOm1&; 

p. 663). 
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Jlurthe:rmore. 8'11baequent to Deoision 10. Kal, Central 

Cal1!ornia GaB Company has e~ended seTeral thousand dollars tn 

S8Cur1llg report. of engineers and aud1tors and the servi08. of 

attome7e. 1'h8S8 expenditures oould not. pOBB1b1;y o:bange the 

faot that General Operat1:Dg and Oonetra.ot1on Comp8Xll': of: 1Ib.1ch 

Kr. c. 3. 3. :rome,- was President. secured a large fraudWn:t. 

profit tn oonneotion w1th a OODe'ruct10n oontraot, between General 

Operating and Conatruct~on CO~&n7 and Central C&li~or.n1& G .. 

C01DP8lI7.' lior oould such expend1tures 1n a~ we.,. obaDge the faot 

that the irregular1t1es 1n the books ot Central California Gaa 

COm'paD7 reported b7 this Commission's aud1t:ing department 04 

later oorreoted b1 Central Oal1torD1a Gas CompanJ tn 1t. annual 

report to th1s Commiss10n for the ~ear ending'Deoember 31,1914; 

aotual17 e%18te4 on the baoD of Cent:ra.l, Cal1forn1a Gae Comp&n7. 

:rt 1s U1U1eoe88&:1:7 to point out that exp end 1 turea o'! thle k1n4 

inourred 'b7 a relat1Te~ smell ut111t7~ ,,111 800ner or later 

. ab801ute17 ruin a utility; wh1oh, 'Dl1der proper management; oould, 

and would 'be o'! undoubted eerv1ce to t~e peepl.. o:f !rUl.&re Count7. 

&8 well as fa1rl1 profitable to its 8tock~o14.r •• 

file amomt o:f' eap1 t41 stook whioh applioant herein 

desire. to i8sue, be1ng only $6:000.00, 18 comparat1ve17 8IIlall. 

'fh1e amount oo"O.1d easiJ.7 be seotere4 b7 Central Cal,1forn1& Gas 

eomp8Zl7 br asaessment on ita stook. :aut Central California Gaa 

Comp~ might a8 well understand 4e~1n1te17 now thAtunt11 the 

comp~ has oomp11ed with this Oomm1ssion'e ordera and baa undone 

the ~lot1 t1oU8 and fraudulent trc8'aotion. reterred to herein and 

in DeoiSion lio. 2461; and has sbown ita intention to 4eal 1:4 . . 
absolute !Ood fa1th with this Comm1s8ion, it oan not expeot th1. 

COmmi8s1on to co-operate with 1t. ~s Oommission mnat use 

extraord1nar,r oare in passing upon the app110ation of aut:tl1t7 

who •• eTer.? act 1t must oonttnU8l17 aorut1nlze to deteot pos8ible 

further fraudulent pract1oes. 
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I reoommend. that the application be Aen1e1 and submit· 
the ~ollow1ng :form o:f order: 

o R D E R. 
~ ..... -~--

GoOd cause appearmg~ 

I!r IS Hs:a&BY ORDERXD. that the petition in the abo ... 

entitled prooeeding be and the 8ame 18 herebr denied. 

The forego1ng opinion and order. are here byapproTe4 

and ordered tiled as the op1X1.1on and o:r-der o£ the Ra1lroad 

Commis8ion ot the state of California • 

.. tit at san Fra:cc1aoo. California. this 15th '. ~ 

Jazmar7 t lila. 

f)' ." ,-::-,~,:,~ . ~:, .... ,. ~.~ .O.:z . . , 
C~."'''''''··'.'.'.'·'''''' 
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