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BEFORE TEE RAIIROQLD COMSSION or
TEE STATE OF CAZDIFORI\’IA.

In the matter of the application
of CENTRAL CAIIFORNIA CAS COQMPANY
Tor an order authorizing the is-

$219,000; preferred stock of the
PaT velte of 67,000 and common

stock of the par value of $23,500.

)

|
sue of bonds of the face value o ; Anvlicetion
% Xo. 2357

C. S. 3. Forney fLor applicant.
Crittenden axnd Simmons for Chas.
. Leege and J. lolgaard, stock-
holders oX applicant, protestants.

BY TEE COIMISSION.

SUPPLEMENTAT OPINION

On October 10, 1916, (Decisiox No. 3777)
tThis Comxrission iscued its Second Supplementel Or-
der in the matter rerein, suthorizing Ceatrsl Cali~
fornis Gas Company o Lssue and sell $87,500. par

velue of its seven per cent prior preferred stock

and to use the proceels Lor purposés therein speci-

£ied. Theroafter, on October 20, 1916, +he
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protestants horein, Charles F. ILoege and J. Molgeexd,

s stoékholders of Centrsl Califqrnia Gas Company,
potitioned vhis Commission for & rehoaring wpon Ap-
plication No. 2337 and £equested Toxrther thoet this
Commizsion make an order suspending its Second Supple-
nmental Order (Decision No. 3F777), in which Central
Coliforniz Gac Company hed been suthorized to 135TO

$87,500 per value of 1t cevern yer cont. prior
prefefred sctock. | '

In the proceodings undor the applicction
herein, Central Celifornis Gas Compeny has been suthoriz~
ed to issuwe, and has iszued, $7,000 face wvalme
of 1ts six por cont. bomds, the order of the Cormission
having specified thet the proceeds from the sale thero-
oL should bo used to roixburse arplicant®s treasury
and thereafter devoted solely o the payﬁent then due
of the interest on applicant’s ouistanding bonds.
in thesSe proceedings the appiicant-has 2130 been
euthorized to issue cortain shaxos of 1ts six per
cext. preferred and .common stock, 811 of which suthoriza-

tions, howwver, wore superseded by the ordor of October

10, 1916 (Decision No. ST77), in which the applicant

WS authorized to iscue the £87,500 par value of its

Sever por cente prior preoferred stock.

Upon %the showing of protestants thié
Comnission, oxr Novomber 2, 1916, issucd an ordoxr
suspending 11ts Second Supplementsal Ordor thoretofore
made in tRis proceoding and directed that s furthor
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bearing be held. -

Subsequently, on November 20, 1916, Cexntral
Californie Ges Conmpany £iled Lts Fourth Supplemoental
Application in this matiter, asking authority tq
iscue $50,000 of six per cent. notes and to pledge
as secﬁr;ty therefor $50,000 par value of its soven
per cente prior, preferred stock.

Hearings have boen held ot whilielr the ap-
plicants and protestants and the Commission preosented
dotalled information relating to the affairs of
tais applicant. |

The guthority given in connoction witk this .
spplication for the izsue of stock applied, as
speclified in the Commission®s orders, to such 3toc@
a5 saould bo Lsswed om or b;fore Docenbor 31, 1916.

48 no stock has beer Lzzucd wnder said orders, they have
avtomaticglly lapsed. We nave boefore us, therefore

for consideration the Supplemental Application of
Contral Califarnis Ges Company to Lssuo $87,500 per
valuo oL 173 scver per cont. prior wreferred stock

snd its subseguent applicetion %o Lssue $50,000

0? aix per cont. notes and‘to Pledge @50;000 par

value of preferred stock as collsteral therefor.

‘ The applicant proposos to Icsue 145 stoeck

or notcs for the purpose of meeting ite sinking fund

requirements in the sum of $12,000 to pay 1te notes

and accounts peyable in tho sux of $29,000 and 4o

provide for additions amd bettermonts to fts Systex in
tho sum of $46,590495.




At the heering wpon This matiler it

doveloped from the ropoi:t presented by Ur. LR
Reynolds, Auditor of the Commission, thet the
epplicantts books of account for the period from
Jemery 1, 1916, %o Octodor 31, 1916, had becn SO
kopt as to reflect o £0150 'insfoaa of a truc state~
zment of the spplicant’s financiel condition. The
report Ssmowed theltl tko books were kept to show a
profit in exeess of ‘clm% actuelly esrzed axouwnting
to $12,693.68; that emounts had boom charged
contingent res;rve thich wore properly chargoable

0 operation; that the surplus account hed been
misstated, and that the records discloged ?ersistcnt
discrepancies and irregularitios. Ir. Roymolds also
rovortod that the applicant had made mo provision for
setting acide o proper dopreclation rosorve and, in
fact, that it ked w&ortaken to deplote the nmeager:

reserve which had beexn providod.

This report of Mr. Reynolds’ disclosed
aleo that Mr. Formey, Prosident of tals applicant,
bed teken Lfrom tac compexy’s funds $4,926.05, which
26 had chargod %0 himself oz open. accouhjc; that
$4,200 of this amount had been received by him since

Jemmery 1, 1916; and Yhat in meny tramsactions

ir. Fornoy had so blemded his persorel sccomnt with
company affelirs that no satisfactory explanation was
obtainable from the books of +he company.




ir. Richard Sachse, Cnilof Engincor of the Railroad
Commizsion, submitted & report on the value of the propervies
of tne Contral Celifornis Gas Coupany, waich confirms tho ro=
poxt o2 ir. Roynolds as to the failure of this épplicant to
provide asdequale deprocistion reserves. IV appoars thet the
applicant has 1ncu*re& mnecessary oxpense in the conduct of
the business.

Trnder the circumstances as nerein caown, Wo &ro un=
willing to recommend thatl the applicanty 158 stoek or noted
a3 requested in tho gpplicolions now before w3. We bollieve
«net “he money borrowed from this svplicant by any of its
of#icials chould be forthwith roturncd and wmNOCESSITY 67~ '
PONSCS discontinued. It will bo mnecessary also for the &ppli-~
cant to provide additionel means through the me&ium o2 an
ascsescSment to take care of ite sinking fund, / to pay. Lts
preésing obligations. Tor this purposc it will be necessary
for +he applicant to raise, In the mannor here indicated,
that i, through tho roturm of funds and by means 0% an oIfoese-
ment, & sufficient emount 40 pay ite sinking fund to +the amount

o2 $12,000, ite notos amownting 4o $29,000 and the interest now

due op its outatanding vonde spproximaetely 38,000, or o total
of 549,000,

mheroafter tho cpylicant may be autborizod by supple-

mental order to issﬁe 7% prior yroferred stock to provide funds
to pay for the needod additionz and bottorments amounting ©o
£46,590.95. I btelieve, however, thet this spplicant chould not
be peraitted to sell ary of tais prior proforred stock watil

it onell heve adimcted its accouwnts ©o the satizfzetion of

tris Commissior: chall have socurod the return of the money

Sue from its officerc; and chall have wrosented ovidence 38tis-

factory to this Commission +hat it has discharged itS outstonding
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notes and inledtedness payoble; that it hes paid the interest

now due and has made good the deficlency in 4%s sinking fund.
Ve recommend that applicant be suthorized +o issue

7% prior preferrcd stock, subjoct o the cozditions of the

following order:

CINTRAL CALIFORNIA GAS COUPANY having mado appli-
cetion to this Commission, 25 zet forth in the Loregoing
opinion, and & nearing having been held and it apmearing thet
the ournoses for waickh the appllicsnt horein is authorized %o
issue sald prior proforred stock are not in whole or in wnart
chargeozdle o operating expenses or to income,

IT IS HEBZEBY ORDERED that Central Celifornis Gas
Company be granted euthority and it it horoby granted author~
ity to iccue snd sell £46,000 par valuc 02 its 7% prior pre-
Zorred stock. Che euthority horein given 1s. given upon tae

e s/’,-y . \ -4“/ ~d
following corditions snd not otherwiges’'™ * :

1. Bofore any of tho stock herein authorized 40
bo issmod shall bo Lssued the spplicant shall sssees 1ts
stock now outstanding ond chall collect the moneys due Zrox
02 itz officors, and from tho Lfunds thus received chall
tho interest now dve on its outstanding bonde; chell pay
the swn of 12,000 or %12,000 face value of ites outctanding
bords into ite sinking fund to make good the deficiency in
said sinking fund; and shell dischergo ite zmotes peyadle

and indodbtedness in the suwa of $29,000.




2., None of the Stock horein suthorized %o be
issued shall o issned watil this Commiszsion shall zove
issue& & supplemental order sotting forth the terms and
conditions of sald issuve and finding as follows:

(a) That the applicent has presented satisfactory
proof that 1% h#s rorformed all of the acts sot forth mnier
Condition #1 of the Order herein. |

(b) Tha*t the applicant hes adiusted Lits books

of account +o0 the satizfaction of this Commission.

4s to all otker mattors involved in this application

and vae spplications supplomental thereto, they are heredby
dismissod.

Dated at Sam Francisco, Californis, tais 10tk

&ay‘of Jenvery, 1917.

ommizsioners., o
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