
:BEFOP.E TEE RAIIiROA:D COLmSSION OF 

THE STATE OF CAI,IFO?l.1lA. 

In the matt&r of the $pplic~tion ) 
of CENTRAL CA~I:O:u~IA CAS COM?A27 , 
:f or an or der o.u th or 1 z.ing the i $- ) 
SU~ o~ bonds of ~be f~c~ value of) Application 
$.19 ,.000; ~re:t:erred.. et ock of the ) 
~s.r val.ue of $67,000': and. common) E'o. 2337 
stock of the par vo.~ue' o'! $2.1,~00. ) 

c. S. S. Forney for s:pplioant.. 
Crittend.en and Simmons for Cha.~. 
:roo Lee-gO' and J. Mo1gssrct, stock-
holders of app11e&rt. protesta.nte. 

BY TEE CO~mSSIOJ'. 

On October 10, 19l6,. (Dec:tsio:t No. 3777) 

this Commission is z;ued. its Second. Supplemental or-
der in the m!J.ttcr herein, a.uthorizing Central Cali-

fornia Ga.s Company to i ss.ue e.nd se1~ '$87'.500.. par 

value o:! its: seven per cent prior preferred stock 

and to use the :PI' oo.eeds for :purposes therein speei-

fied:. Theroafter, on October 20, 19lo., the 
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protcs~ts horein, Charles'F. ~ege and J. Molgaard, 

as stockholders of Central California Gas Company, 

petitioned '~h1s COIn1!liSzi.on :tor a rehoaring upon AP-
plication No. 2337 and requested further thet this 

COmmission make an order ~spend~g its Second Supple-
mental Order (Decision No. 3777), in whiCh Central 

Col1~ornia Ga~ Co~~y had been author1z~d to 1scue 

$87, 500 ~r value of 1 ts seven l=O;r cent. prior 

preferred stoCk. 

In the ~pro¢'eOd1ngs under the appl1cIlt1on 

herein, Central Calitorn1a Gas Comp~ has been authoriz-

ed to issue, and has issued, $7,000 face value 

of its six per cent. bOndS, the order o~ the Commission 

haVing speei~1ed t~at tho proceeds from the salo thero-

of Should be used to re~burse applicant's trca~ 
. 

and thorea~tor devoted solel1 to the pn~ent then due 

of the 'interest on applic~tts outstanding bonds. 
In these proceedings tho app11c~t ~s also been 

authorizod to issuo certain ~r.o~ of its six:per 
cent. pro~errod ~.eommon stock, all of which authoriza-

tions, howvver, were supersedod by tae order o~ Oc~ber 

lO~ 191& (Decision No. 3777), in whieh the a.pplicant 

was author1zed to issue tho $87,500 par 'Vo.luo 0'£ 1 ts 
seven per cent. prior prete~red stock. 

Upon the showing of protcs~ts thi3 

Commission, on November 2, 1916, 1$$Uod an order 

suspend1ng its Second Supplemental Order thoretofore 

made ~ tbis procoeding and directed that a further 



hearing be h~ld. . 

Su'bsoqu~:c.tly. Oll ~ovembor 209 1916, Centre.l 

Cali fornie Ges COtl.:pa.ny filed 1 ts Fourth Supplemental 
A:pplic~tion in this mn.ttor. asktng s.uthori~ to 

issue $50 7 000 of Six per cent. no~os and to plodgo 
as secur; ty therofor $50,000 :par value of its seven 

per cent. prior,. preferred. stook_, 

Hearings h.s.ve been held a. t whie1l the a.p-

pl!~ts and protostants and tho CommiSSion presented 

detailed information rel~ting to tho affairs of 

t'!J.is n.ppl1esnt. 

Tho a.utilority given in connection ·Wi'th thi$ 

application for the izsue of stock a.ppl1ed9 as 
specified in the ComcissionTs orders. to sueh ztoe~ 

~ 

SoZ sAould bo issuod on or before Decombor ~. 1916. 

As no s:toek has boen issued 'Oll.d.er said orders, theY' hc:ve 

ll.utomo:t1ellll:r lapsed. We llsve 'before u: 7 thero!o::o 

fo~ considoration the SuPplemental Application of 

Ce:c"'~ro.l Cali!crni::l. Gas Comp~ to izsuo ~?87 ~500 pc.r 

valuo of its seven per cent. prior ~refe~ed stoCk 

end its sUbsequontapplication to izcuc $50.000 

o! 31% per cont. notes s.nd.' to plodge $50~OOO :Ptn' 

valuo o! :pre~er.red stock as collateral therefor. 

~c appliccnt pro~osos to iZsue ita stock 
or notcs for the ~'Ul";.oOSQ of meoting i te Si%1k1ng :f'tmd 

requirements in the zcm of $12.,000 to :pay 1 te no to3 

and aec~ts p&~cble in tho eu= ot $29,000 and to 

proVid.e for add1 t10ns and. bettermonts to 1 ts ~stem 1ll. 

the sum of $46,590.95. 
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At "~he hes.ring u:pon this I:lIltter it 

dovolopo~ from the report pre3cntod b~ Mr. ~R. 
Rel'llola.~. AuU tor of the Commission, that tho 

e:ppliew'tts books of a.ccount for t1:.o period frotl 

Ja.~ary l~ 191&, to Octobor 31, 191G, had boon so 

kept ~$ to reflect a f~lso'instoad o~ a tru? state-

tlent of the s.pplicant~ s financ1s.l eondi tioD.. Tho 

l"e"Oort eAo~e,c1., .tb.a:t~,tho''bookz were kept to slJow s. ... 

prof1 t in excess of th:l. t a.ctue.lly earned e.mO'tlllting . 
to $12,693.68; too t Ql:lO"Cllts had boon cbarged. to 

contingent reserve ~hich wore ~roper17 c~goa.blo 

to op~ra. tion; toot tho surplus a.CCO'llnt hed. '!>eon 

misstated, and thAt the records diselooed portistont 

discrepancies and irrogularitios. Mr. Roynolds ~lso 

reported. that the applicant had. mo.de no proVision for 

setting asid.o s proper depreciation roserve and, in 

f~ctt tbAt it had. und.or~en to de~lote the meager 

resorve which had. 'boen proVidod. 

This report o~ Mr. Reynolds r disclosod 

o.lso t:aa t Yl.l". Forney, P:rosident of this e.pp11 c.a.nt, 
hs.d t~cn from. tAo com:9S-Il.Yt s fund.s $4,926.05. which 

he bad charged. to himze1f on open aecOWl.:t: tba-t 

$4,200 of this amO'lmt :bad boen :received by him since 

3t:.'1JJJ.o.ry 1, 19l6; a.nd that in ':tnall7 tra.nzs.ct1ons 

Mr. Forney lls.d so blended his :po:rso:c.e.l aCCO'llnt with 

¢om:p~ affairS that no sat1s~aeta.ry explanation was 

obtainable from tho books o~ the company. 
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~~. Richard S~ch$0, C~ief Engineor of tho Railroad. 

Commission, oubmitte~ s ro~ort on the value of the properties 
o~ the Central California Gas Co~any, which confirms tho 1'e-

port of Mr. Reynolds as to the failure of thiS au~11cant to _ .. 
provide adequsto depreciation reeervee. It a~~ ears that the ... -
applicant has incurred unnocee~ar~ o~nse in tho conduct o~ 

the business. 
Under the circumstance::: e.s herein shown, we arc 'tlll-

Wil11ng to reco~end th~t the ~pp11c~~t isSue stock or notos 

as reo.ucstod in tho applicctions now before us. We believe 

that the mono~ borro~ed from this a~p11cant o~ ~ of its 

officials should be forthwith roturned ~d unnocessary e%-
~enses discontinued. It will bo necessary also for the appli-

cent to provid.e addi tionsl !!lesns through the :lod.1~ of an - and 
assessment to take care of its sinking fund,/to .pa7. its 
prossing obligations. :E'or thiS p'llr-pose it will be nccoss&"y 

for the a.pplicant to r:9.ise, in the me.nnor here indics.tea., 
that is, through the return 00£ funds and. by mesns of sn escosz-

ment, a suf:fic1ent amount to "Say its S1llking fUnd. to tho amount 

of $12,000, its notos ~ounting to $29,000 and the interest now 

duo on its outstan~ing bon~S approy~matelY $8,000, or a total 

of $49,000. 
~ereafter tho cpplic~t may be authorizea by su~~lo-

mental order to issue 7% prior ~referred stock to pro~de funds 

to pay for tho need.o~ ad.d.itions ~d betterments amounting to 

~~6 ,590.95. I believe, however, that this o.p1='11ea.nt should. not 
be ~er~itted to sell ~ of tAiS prior preferrod stock unti~ 
it shall hav~ adjusted its ~ceo~t$ to tho satisfaction of 
thiS CoQQission: shall h~vo eecured the return of the monoy 
due from its officers; and shall have ~resontea ovidenco sat ie-
factory to thiS Commiszion that 1 t ha.s diechsrgec. its outstanding 
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~ote~ an~ indebtedness ~ay~ble: that it hee paid the interest 

now due and. has mcde good the d.eficiency in its Sinking ftmd. 

We recommend that a~plicsnt be authorized to issuo 
7% prior preferred stock, subjoct to the conditions of tho 
fo110mng order: 

CENT?.AL CALIFO:ru~!.P .. Gl1.S COI::Ff.J.U havinp: made 1):0"011-- --
cation to this CommissiotJ., 80S set forth in the foregoing 

opinion, and a hearing having been held and it appearing that 

tho pur~osez for w~ich tho applicant herein is authorized to 

issue said prior preferred stock $rO not in \1holo or in part 
chargeable to operating expenses or to income, 

IT IS RE::EBY ORDERED that CentroJ. Celi fornie. Cas 

Co~"Oany be grented authority and it is heroby granted author-

ity to iscuo and 8ell $46,000 par val~o o! its 7% prior pro-
tarred. stock. The authority ho~ein given is. given upon tho 

,,.,,, \( ··'~I •• ,,,.... r,"/ :' .' / ~ -..,' I , • 
following conditions and not otborvt'iee:'..... '" . 

1. Beforo any of the stock herein authorized to 

bo issuod shall bo iSsuod. the applic~t shall assezs its 

stocle noW' o"J.tsta:lding o.nd. shall collect tho moneys due fro1: 

~ of its officers, and from tho tunds thus received zhsll 

p~y tho intorest noT. due on its outst3nding bonds: shall PS7 

the gum of ~~12,000 or (;~12,OOO fe-co va.lue of ite outstanding 
bondS into its sinking fund to make good tho deficionc~ in 

ea.1d sinking fund; and she.ll aischa.rge it:;: noto·s :9e.~able 
and indebtedness in the sum o~ $29,000. 
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2. None of tho stock herein authorized to be 

issued snell "00 issued until this Commission shall ~ve 

issued a su~plemental or~or sotting forth the terms and 

conditione of said issuo And finding as follows: 

(a) ~t the ap~liccnt has presented satisfactory 
proof that it bAs l'or£ormed all of the acts sot forth u:ador 

Condition ~l of the Order horein. 

('b) bt tho applico.nt Me a.djustod 1 ts books 

of account to tho $atisf~et1on of this Commissio~. 

As to all other matt~rs involvod in tAic al'plice."~1on 

end tAo ~p:plicationc su~plomental thcreto.·the~ ar~ hereb~ 
dismissod. 

Dated at San Francisco. California.. t"a.1s lOth 
day of Jcnuery, 1917. 
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