
Decision No. -..;,v ___ • 

BEFORE' TEE RAILROAD C01~!SSION 0]' T'8:E STATE OF C'uIFORNIA. 

) 
) 

In the matter of the application 
o~ ONTARIO-UPLA1rn GAS CO~ANY for 
an ~rder authorizing the issue 
and sale of stock and bonds and the 

oxec'tlt10n,0:f a mortgage securing 
said. 'bonds. 

) Application No. 2027. 
) 
) 
) 

Leroy M. Edwards for applicant. 

BY THE CaL~SSION. 

o PIN ION • ...... _--*---

~ia is an application on behalf o:e Ontario-Upland 

Gas Company, hereinafter designated and referred to as 

the gas company, for authority to issue $1l,005.~0 par value 

of capital stock at not less than 75t/ per share, to execute 

a mortgage or deed of trust securing. So bond.ed indebtedness, 

of $lOO,OOO.OO, and to issue and sell $75',000.00 face value 

of said bonds at the best price obtainable. .A;pp11cant 

desires to use the proceeds from the sale of these stocks 
and bonds for additions and betterments, for refttnd1ng 

outstanding bonds and notos,and for reimbursing its 

treasury tor mone:rs expended, fromi~come, as here~naftE)r 

more particularly set forth. 
Applic~t, as its ~~e implies, 1s engaged in the 

business of fu:rniahing gas to the inhabitants of OntariO 
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and Upland, San :Bernard.ino County. The gas company was 

incorporated under the laws of the state of California 

in M~eh, 1909, and 'began operation in Ontario ill July of 

that year and in Upland a few months later. Its articles 

of incorporation provide for a to~Sl capital stock of 

$100,000.00 par value, consisting of 100,000 shares of 

common stock of the par value of $1.00 esch. ~he company 
has no preferred stock. At the present time 88,995 shares 

are issued and outstanding. This stock was, issued under 

the following conditions: 

5 shares allotted to the companyts in-
corporators at $1.00 per share- '. • .$5.00 

21 ,524 shares purchased by subscribers st 
50¥ per share. _ ••• - •• • • •• ~0,762.00 

42,466 Shares allotted to J. R. Anderson, 
the promoter of the company, on a 
basis of SO¥ per share for supply-
ing and erecting the original plant 
and laying street mains. • • • • •• 21,233.00 

25,000 shares allotted as tully paid to 
J. R. Anderson, evidently tor 

" 

___ promotion services. • • • - • • • • -____ _ 

88,995 shares issued in return for which the 
gas company received •••••• • •• tZ2,OOO.00 

Tho d.ifference between the cash or other tan,gi ble' , 

consideration received and the par value of the stock 

issued, amounting to $56,995.00, is oarried on the gas com-

peny's books under the head of "Ga.s Franchisee". 

The oompan1 has ~a1d div1d~~ds during the last six 

rears as follows: 

19lO 4~ (iZ,559.64) on ~88,995.00 capital stock. 
1911 4~ (X3,559.62) on 1,88,995.00 capital stock. 
19l2 4~ ( fi';559 ; 6$ ) on t 8 ,995 • 00 cap1teJ. stock. 
1913 5~ ( ,449.65) 'on "SS ,995.00 cap1 tal stock. 
1914 4~ t 3,559.64) on iSS~99S.00 capital stook. 
1915 5% (.~,449.65) on '.;:.8$,995.00 capital stock. 
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The gas company has no preferred stock but it has 

an outstanding bond 1ssue of $25,000.00 face value o~ 

first mortgage 7 ~er cent bonds dated June 1st, 1909, and 

maturing 3une 1st, 1921. ~hese bonds are secured by a 

d.eed of trust to Merchants :Bank ana. Trust COI:l:pany of LOB 

Angeles covering all o~ a.pplicant's property and are re-
deemable at, 105. Tho deed of trust contains no provision 

for So sinktng fond and no such ft:Lnd has been oreated by, 

the gas company- . 
When these bonds were issued the ent1re amount was 

allotted to J _ R. Anderson in part payment for aupplying 

and erecting the gas plant in the Oity of Ontario ~nd 
laying stre&t mains in Ontario and Upland. The oom~any 
has at the ~reaent time the followtngoutstanding notes: 

Payee 

Western. Boiler & 
Steel Com:panY'~ 

Western Eoiler & 
Steel Company, 

Westorn Boiler & 
Steel Company, 

Bent & Pennebaker. 

Date 

12/7/15 

12/7/15 

12/.7/l5 
12/7/15 

Total • 

Term 

3 months 

6 months 

9 months 
6 months 

Interest Prinoipal 

$10,000.00 

10,000.00 

5,122.5'1 
550.00 

• • • • • • • • 

The notes to Western Boiler and Steel Com~any were 

given in payment for additions made to the gas company's 

plant since July 1st, 1915, and the note to Bent'& Pennebaker 

was given in payment for road construction work. Applicant 

is also under a contract to pay the Western Boiler and Steel 
Company ~or certain oxtonsions and betterments to 1t~ system 

which are now under course ot construction and which tho 

ges oompany estimates will cost $680.00. 

3 



The com~an~has reported earnings for the years end-

ing Docember 3l, 1912" 1913, 1914 and 1915 as follows: 

Item 1912 1913 1914 - - 1915 -
Ope~atingRGvenuee $26,676.90 $26,338 .. '73 $27,313.03 $3l.Ji044.02 

17,809.99 21,338.51 19,787~74 20,639.89 Operating Expenses 

Net Operating Revenue 8,866.91 5,000.22 '7,525.29 10.404:.13 
Non-Operating Revenue 207.29' 197.18 ' 1.9&.15 

, , 

Gross Corporate Income 8,866.91 5,207.51 7,722.4'" 10,600.28 
Ded.uctions: " 

Bond Interest 1,744.93 1,750.00 1,750.00:' 1,750.00 
M1scells:o.eous Deductions 815.36 67.38' 156.35,' 

" ' 

Total Deductions 1,744.93 2"S65,:36 1,817.38,' ~,906~~' " 
Amount carried to corporate 

surplus account 7,121.98, 2,,642.15 5,905.09 8 ,693,.,9'5 ' 

Co~orate S~lusAeeount -
. Surplus at 'beg1:cning 

194.07* ,of year 5,084.44 3,276.15 5,606.25 
Additions for year: 5,905.09 Prot1 t £:rom income acCO'tlllt'7 ,l21. 98 2, 642.l5 8,693.95 

Miscellaneous additions 2 1178.03 14.52 84.60 467.53, 

~otsJ. !l..dd.1 tions 9,300.01 2,656.67 5,989.69 9,161.:48 

Total additions plus S1ll"-
plus 9,105.94 ' 7 ,741.11 9,265.84 14,,767.73 

Deductions for year: 
3,559~68 Dividends 4,449.65 3,559.64 4,449.60. 

Miscellaneous deductions 461.82 15.31 99.95· 5'7.88 

Total Deductions 4,021.50 4,464.96 . 3.659.59 4,50'1.4:8 .. 

SUXll1us a.t olose of year $5,084.44 $3,276.15 $5,606.25 $10,260.25' 

* Deficit. 

The company submitted a statement ot its assets 

and liabilities as of :Decembor 31. 1915, as :follows: 
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ASSETS. 

1. F1xed Ca~1tal in~talled prior to Jan. 1, 1915 •••• t 113,151.28 
Sohedule A-1 

2. i1xed Capita.l installed since Ilec. 31, 1912...... 40,316.'10 
Schedule A-2 

3. Cash and Deposits 
A. Cs.eh .................. $2,'lSZ.61 
E. Term Deposit in Safet7· 

, Bank and Imprest Fundoo3,3'11.70 6,155.31 
5. Aocounts Receivable 

~. Due from Consumers ••• 2,98'1.49 c. Mlse. Acoounts Rec ••• 2,129.18 5,i16.6'1 

9. Materials & Supplies ........................... • .. 

12. Treasury Securit1es--Stock •••••••••••••••••••• •• 

13. Pl"epaidlnsuranoe •••••••••••••••••••••••••• • •• •• 

2,537.45 

11.,005.00 

1'1.22 

15.. other S:ll.spense ........ oo ......................... ~ .... • • • • .. .. 553.,59 ___ ~...;..o. ....... 

LIABILITIES. 

l8. capital stoCk ••••••••••••. ·•• ••• ••••••••••••••• 
20. Funaed Debt •••••••••••••• ~ •••••••••••• • ••• •• •• • 
23. Notes Payc.ble' (Sched.ule A-Z) ......................... . 
24. Aocounts P~yablo 

B. Audited Vouchers and 
Wsges Un:Paid ......... $~,193.59 c. ConSttmerS~ Depo~1tsoo. 369.50 

D. Misc. Accounts Pay-
able......... ........... 836.76 

25. Interest Accrued ............................... . 
26. Taxes Accrued 

A., T~es ,Accrued Regu-
lar.~..............697.88 

B. Ontario Franchise !!a.x 
Acc~o~ •• ~ ••••••••• 768 .. 76 

$1 '18.852.22' . 

$100,000.00 
25,000.00 
25,612.·5"7 , 

2,399.85 
145.83 

C. Uple.nd Franchise Tax 
Aceru.ed~'oo........... ••. 238.57 1,705.21 

29. Reaerve for Accrtled. Doprocio.tion.. • • .... • ........ ... 13.66S.51 
36. Corpora.te Surplus Unappropl"i~tea ................. _--.t-n;1~0.&;,2~6;.p0~.'"25;.. 

~178,85:!.22 
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~pli ca:o.t operates in Ontario 'Wider a. franchis.e 

granted. by the City in M.srch, 1909 J fol' s. term of 50 years, 

and in Upland under $. fr'anc'h1s0 granted. in July of the same 

year for a like period. No evidence as to the actual cost 

of these franchises was su.bmitted.. 
In Decision No. 1189, reported. in Vol'tlllle 4, Opinions 

and. Ord.c:rs of the Ra.11:ro~d. Commission of California.,. p. 1, 

the CommissionYs Engineering De~artment estimated the :ropro-

duotion cost of the gas company's plant at $64,931.0Q, and 
.. 

the d.epreciated value as of December , 1913, at $54,772.00. 

As pOinted out in tb.o.t opinion, however, the gas company was . 
pl'obably entitled. to e.n ad.d1 tional valuat10n of ·frotl $1,500.00 

to $2,000.00 owing to certain adjustments. 
From the evidence it appears tAat applicant has made 

the following additions to its plant during the period from 

Septeml1er 30, 1913, to July 1, 1915, o.t the cost given in . 
. 

the aoeompan~ table: 

Gas plant bu1ldings and. general struotures.·t 876.14 

Purification apparatus ••••••••••••• • ••• ••••• 1,796.17 

Acoessory equ1:pment at works ............... ••••• 417.63 

Distribution mains ••••••••••••••••• ••••••••• 2,.633.44 

Gas servioes ••••••••••••••••••••• ••• •• •••••• 429.41 

Meters ............................. · .. · · • • · · • • 2,ll6,.41 

Gas l"eg1lla tol'S ............................ - • • ...... • • .. .. 7.00 

Co=merciel are lamps ••••••••••••••• • ••• ••••• 8.08 

ltlscellancous distribution equipment........ ~84.42 

~l'age. :P11'0 Fitt1nS Room. a.nd. shed •••••• ••••• 255.'79 
Office'Equipment............................. 333.30 

Total ••••••••••• $9,.657~'79 



Between July 1 and November 30, 1915, applicWlt 

has made the following physical additions to its plant under 
construction contracts with Western Boiler and' Steel Com-
pany of Los Angeles at the following costa: 

Distri buti.on mains ..................... $ 6,362..75 

50,000 eubic foot gas holder, in-
eluding found.ation •••••••••••• 8,235.00 

Gas generators....................... 6,733.73 

Purification apparatus............... 673.89 

Foundation for generators and purif1-
oation apparatus.............. 175.00 

Yard piping •••••••••••••••••••• ••• ••• 1,074.55 

New generator bu1ldtng............... 1,387.77 

Spray water cooler................... 122.47 

Boiler stack and £x'e.1ght............. 64.90· 

lascellaneous.work................... 319.51' , 

Gas company's mpex:v1sion, maps e.nd 
details.......... •.••••• • ... •••• •• 374.85 

Total to November 30, 1915.$25,524.42' 

Applicant also submitted an itemized 

statement of the cost of the work now con-
tracted for and1n process of completion at ••••• 780.00 

and the cost of new road work conneot1ns 
applioant's plant which was done by con-
tra.ct with :Bent &: Pennebaker ................... ~ ... 550.00 

Total •••••• ~ •••••••• $26.854.42: 

Applioant further submitted an 1 tem1ze'd. statement 

ot its tangible capital whiCh had been retired during the 

respective periods 'above mentioned, amounting to the total 

for the entire time from September 30, 1913, to date o~ 

$8,663.73. 
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Beginning with tho estimate of the Commission's en-

gineers, referred to in Decision No. 1189, and making the 
adjustments for add.itions and betterments to applicant's 

plant snd for retirements therefrom, and allowing also for 
certain minor elements, 1t would appear that the present 
val~e of applicant's physical property may be considered 
as amo1.llltir.g to from $85,000.00 to $90,000.00. As 
against this estimated value a.pplicant has outstanding: 

Bonds. • • • • • • • • • • • • $25,000.00 

Notes. . . . .. . • • • • • • • 

co~tingent.liability for addi-
tions and betterments now 
under constl"llct1on. • • • • 

25,672.57 

680:.00 

Capital Stock. • • • • • • •• 88,995.00 

Total. • • • .$140,347.57 

Although applieant originally asked for authority 

to issue $11,005.00 par value of COtllllon stock, it later 

requested that this portion of its application be held 1n 

abeyance. For that reason it will not be neces8ary~opass, at 

this time, upon the adv1sabi1i ty of issuing such stook, 
but we desire to drsw the appli~t's attention to the . 
necessity, on the basis of the foregoing financial s~mmary, 

of certain alterations in its general plan before such 

stock may be autborized. ~he attention of the a.pp110.ant 

is especially directed to the rulings of tbis Commission 

wherein it has been ~old that stock should be authorized 

on a more satisfactory ~s1s of assets than is here re-

:fleeted. 

The Comm1s's1on has, however, :found the est,ima.tea 

submitted by applicant as to the cost of its additions and 

betterments to have been decidedly moderate, and applicant 



n.ppears to be conducting its business in an efficien'c and 
economical manner and we believe that applioant may well 

be autho~ized to is~e a sufficient numbe~ of bonds to 

Ct\.re for its obligations as presented. Thisauthorizat10n 

will be given on the condition that the company shall buy 

in its outstanding bonds a.t not more than their par value 

1nstee.d. of p$.:9'1ng the redemption :pr~m1'Ol1l of 5%, which would 

cost this company a total of $~50.00. I.f the present. 

holders wish to continuo as bondholders of this company 

they will be able to buy the new bonds at 90 and thus they 

will not be subjected to any hardship. 
Ap:pliCM.t has submitted a statement of extensions 

and oonstruction work which it belteves should be ~arried 
out within the nea~ futu~e and which applicant estimates 

would cost it So total of $11,675.00. While these im-

provements probably ought to be made sooner or later, we 
think it is better not to authorize the sale of the. bonds 

for this purpose until applicant is re~dy ·to proceed with 
the improvements. The matter may then be taken up with 
this Commission and authority granted under a snpplement81 

order for the issue and sale of a sufiicient xm:mber of bonds 

to provide for these improvemen~s. 
Applicant further asks for permission to reimburse 

its treasury out of the proceedS of said new bond issue for 

moneys actually expended from income and other moneys in the 
treaSttr7. App11~t alleges that this money.was expended 

for additions to the plant which were made £:rom September 30. 

1913, to Jul~ 1. 1915, as above set forth in detail, amourit~ 
ing to tho ~ of $9,657.79.' Webe11eve that applicant's 

immed1$.te necessities will be met b~ authorizing it, s.t this 

time, to reimburse its treas~ry to the extent of $2,500.00. 
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We are unable to approve in its present form. :the 

proposed deed of trust submitted by applioant but we shall 

autho:r1 ze the exeoution of s. deed of trust s'eour1ng the bond 

issue hereinafter authorizod upon eondition that app11eent 

shall submit a new deed of trust and, before its execution, 

shall have the same approved by a supplemental ord.er of this 

Commission. 

o R :n E R • ... _--- .... 

ONT.ARIO~UPIiAND GAS Co!!PALU. haVing applied to this 

Commission for authority to issue $11,005.00 par value o~ 

its capital stock at not loss than 75 cents per share and 

to exeoute a mortgage or dcod of trust to seeure s. bonded 

indebtedness of $lOO,OOO~OO of first mortgage, 20 year, 

6% bonda, and to issuo and sell $75,OOO.OOfaee .value of 

aaid bonds at the best price obts.inab'le, and ~ :public 

hettring·hav1.ng beon held. upon said applieation and the 

Rs,ilro8.(l Comm1 ssion finding that the pul"poses for which, ssid 

'bonds 0:: the proceeds thereof are to be used are not in 

whole o:r in pert reasona"oly ehs.rgeable to operating, expenses 

or to 1.1:loome, and th:lt the application should bo granted1n 

part, 

:CT IS HEREBY OFl>ERED that tbat, portion of app11eant Y s 

petit1o~l requesting authority to 1ss\1.o·$11,005.00 pa.r value 

of its I:a:pital stook is hereby denied Without prejudice, and 

IT IS HEREBY FURTHER ORDERED that Ontario-Upland Gas 

CompD.n~ be a:o.d it is hereby authorized to execute a. mortgago 
I' 

or deed~of trust of its properties to secure a bonded in-

debtedness of ~lOO,OOO.OO pa.r value of first mortgage, 20 

year, 6% bond.s, 

IT IS HEREBY FURTHER ORDERED that Ontar1o-Upl~dGas 

Compan:y be and the same is hereby granted authority to issue 
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$60,000.00 face value of ~Lid. first mortgage, 20 year, 

6% bonds. 
The authority herein granted to the applicant to 

execute a mortgage of its properties-and to issue $60,000.00 

of its bonds is granted. upon the folloV11ng conditions, and 
nototheX'Wise: 

1- .Ontario Upland Gas Company shall issue said. 

bonds so as to net said company not less than 90 per 
cent of the pa.r va.lue of the princ1peJ. thereof and . 

. 
accrued interest thereon. 

2- Before any of said. 'bonds herein s:u.thori zed shall 

be issued, applicant shall make definito provision for 

the purcnase at not more' than par of all of its present 

issuo of .. $25,000.00 of 'bondsIlow outsta:ad~ng: e.nd 

asid :outstanding bonds shall ,be l"eturnedto applioant and 
cancelled before or immediately upQn the issue of any 

of the bonds herein authorized. 

3- The proceeds of the bonds herein autAorized to 

be issued shall be applied as follows: 

To retand all of applicant'fa 
present issue of bonds ••••••••••• $25,OOO.OO 

To pay applioant's three out-
stand.1ng notes to Western 
Boiler' and. Steel c.ompanr •••• '. • • •• 25,12:2.57 

'ro pa.y applicant's note to Bent 
and Penneba.ker ..................... . 550.00 

To .J?SY Western :Soiler and Steel Com-
pany for the certain edditions a.nd 
betterments to· its system, now under 
course of construction, and re~erred to 
in the foregoi:lg Opinion............. 680.00 

To reimburse ~pplicantIs trea~on 
account of moneys expended from 
income .......................................... '. 2,.500.00 

Total ............. ~$53t852 •. 57 
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4- A~plic~~t shall submit to this Commi~$ion ~ re-

the same. 
5 .. The authority-herein granted. to exeOl te themortge.ge 

0= deed o~ trust aoovo Qent1one~ and to issue bonds as above 

cet forth. oimlJ. al'J?ly onl.y to st'toh mortgage or deed of trust 

e.s shall be executed,. end to such bonds a.s shall 'be issued., 

on 6r ~e£ore August Zl,19l6. 

6- Aj?plico.nt sh::LJ.l rel'ort to the Railroad. Commission 

Within 30 days sfter the issue of the bondS herein uuthorized 

the taoe value o£ the bonds so issued,. the net amounts reoeived 

t~ore£or. and the dis~osition of the procee~s thereo~, all in 

accordAnoe with this Commission's General Ord.er No. 24, which 

order in 80 f~r ~s spplico.ble ie msde a part of this Order. 

7- This Order shall not become effective until applicant 

has paid the fee s:pecified. in Section 57, as amend.ed. of the 

Publio Utilities Act. 

Dete~ at Sun Fr~c1sco. Cnlifornia,. this 14th day 

ot February, 19l6. 


