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Decision No. @ H . LU\..}W\LL: - g
_ R
PEFORS THE RAIIROAD COMMISSION OF =
TEE STATE OF CALIFORNIA s

a

In the liatter of the Application of
WESTERN STAIES GAS AND sLECTRIC CCMPANY,
a corporation, for an order suthorizing
the creation of & 1l0=year 6 per cent note
indebtedness, the securing of the came

by trust indenture and the issuance of
said notes of the par value of $1,564,000.

Application
Yo. 2711

—t

-

Allen L. Chickering, of Chickering &
Gregory, for Lpplicant.

BY THE COMMISSION.

OPINTONX

This is an application by Western States Gas
end Electric Compony for aunthority to execute a {trust
agreement to Guarsnty Trwst Company of New York covering
the issuwe oFf 35,000,00d Lace veluo of l0=year 6 per coxnt
gold rnotes, ard for authority to Lssuwe $1,564,000 of sald
notes at not less than 92 per cent oL their foce valume.
A pudlic heai-ing was held in Sax Francisco, Jemuwery

30, 1917, bvefore Examirer Bancroft.

mhe net yield to applicent from the sale of

£1,564,000 face value of notes st 92 per cent wowld De




51,438,880, 4Applicant hopes t0 be able to realize slight—
1y more thsn 92 per cent upon sald notes and it desires 10 use
the proceeds thereof as followss
70 pay principsl of its S=~yoar
notes falling due Octobexr
1, 1917 .-..-....--...'.O...."..‘b $621,50°-00

Promium for retiring said notes
Dafore Meturitly cecccccccceccrscse 3,107.50

70 refund 15 short tern motes sot
Lorth in "Exhibit No. 17, an~
noexed t0 the applicatiol eeeeceeee. 206,000.00

To pay smownt due Standard Gae ‘
and Electiric CONPany eccecccoccrccss 93,601.36

For purchase price and Lmprovementis
to propexty of Placerville Gold
mning co. I FFY YRR ENNN N XXX § T ¥ XX X J 215'000.00

70 pay Lor estimated impmovemenis
t0 system 10 ho nade during the

The $621,500 02 3=-yosr 6 per cont notes were 153m0d
wnder authority of this Commission. The agreement under.
which they were issued provides that after Octobex 1, 1916
the notes may be redoemed &t 1004 per cent. These notes
have, by virtue of this agreement, been called for redexp-
tion om April 1, 1917. OFf these notes $280,000 issuod
Tovember, 1914, et 923 per cent will have cost the company
with the fedemption promimm the equivelent of 9.5 per cext
interest per sunum; $308,500 Lssued Irom December, 1914
to May, 1915, at an average selling price of 9%.15, will
have cost the eguivalent of 10 per cent, while the romain-
10z $23,000. of seid notes, Iszued iz April, 1916, at 94.75
per cent, will have cost the coméany the equivalent of 1l.8.




por cent, msking the average cost 1o the company for the
money obtained upon thisc entire issue 9.81 per cenmt per
cxmum, in eddition to the expenses commected Witk the
issue oL the notes.

02 the %206,000 of short term notes above
roferred to, over half have been pdid since the filing
of tke application in the above entitled matter. New
shoxrt texrm notes have beexn issued, however, for the pur-
chese of, and improvements to, the'property fLormor=-
1y bvelonging to Placerville Gold Mining COméanY, and to
pay & portion of the amount due Standerd Gas & Electric
Company. AS 2 result, applicant'sc short term notes now
outstanding totel $405,000.00, 8ll of which applicant
dosires to discharge out of the proposed note issue.
Avpplicent also desires to reimburse Lts treasury for its
payment of the aforementioned short term notes and for
{1tc payuents on account of the amount formerly due Standerd

Gas & Electric'CQmpany.

Az %o the proposed application of $3,107.50 %o

retiring the $621,500 of 3-yoor notes, such an expesditure
obviously should not de charged %o capital account, and

we cannot suthorize the use of zay portion of the proposed
note fzsue for thet purposé.

The proposed trust sgreomont which applicgnt
desires to execute to Guaranty Trust Compeny of New York,
covering the fssue of the 35,000,000 face walue of 6
por cent notes, sbove referred to, provides among other
matsers thet the notes shall be dated February 1, 1917,

‘and saell maturo Februa;y 1, 1927,
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the 1ssue to be represented dy coupon notes of donominge

tione of $100, $500 axnd 31000, and registered notes of
denominations of $1000 or multiples thereof, interest 1o

e payable seni~-annually on Augustl and Fedruary 1:
$1,564,000 fece valuo to be iccued in the immediste Lfuture,
and $3,436,000 to be Lssusd thereafter provided that the
earnings of the compeny, after deducting operating expences
and interest om bonded indedbtedness, is equal to threo times
the interest on the outstanding lO=year & ver cont notes,
rlus the interost on xxm notes to be issuwed, plus irntorest
on floating Iindebtedness; the notes to be redeemabdble

prior to0 February 1, 1921 at 102; Lotween February 1; 1921
end Pebrusry 1, 1925, at 101; and after Februsry 1, 1925

&t par, the holders of = méjority in amount of bonds oute-
standing to control tke procedure in case of default.

This sgreement counstitutes no lien upon the
property of the Company. Sectlion 5 of Article 3 of the
agreonent provides that Western Staves Gas and Electric
Compexny Wwill not place en additional mortgage ox other
encunbrance upon any 0% its property, resl, porsomsl or
mixed., uniess axd wntil 4t shell by mortgage or deed of trust
securoe the carrying out of the sgreement and the poyment
of the prinmcipal and interest of fhe no+tes issued therounder,
equally ond ratsbly with the bonds, notez or othor obligations
secured by such sdéitionel morigage or deod of t:ust. It
13 further provided thst nothing in tkis soction shall be
construed to prevent tie company from (1) scquiring proper-

ties sudbject %0 & lien, provided that the falr and reas3on-




aeble value of property is in excess oL the liem, or

(2} fssuing or renowing additionsl wnderlying bomde,
or (3) giving pledges and securitiecc for temporsry
loens in the ususl course of dusiness.

The section further providec that ™in case
0f o breack 02 this covenant, in addition to any other
venalty herein provided fox suck bresch, the company
horeby creates a lien anld charge in favor of every
note issued hereunder equal 10 the lion in Lavor ofv
exy other bonds, notes or other obligatiors secured
by any mortgage or pledge not herelin pormitted. To
make this éovenant and perslty fully effoctuel, the
company hereby includes under, and secures by any
nortgage, pledge or deed of trust hereafter made or
executed by the compeny, not herein permitied, any snd all
noteg issued hereunder then or at any time theresfter out~
standing, with the seme force and effect as though each
and evergyggte wes specifically nemed and included in .
any such future mortgege, pledge or deed of trust,
ecually end ratebly with any donds, notes or other
obligations, isgued and secured by such future xort-
gege, plodge or deed of trust™.

Section 7 0% Article I provides tkat The
company will not sell or lezse i%s plent until the pur-~
cheger or lessee asswumes the payments of the notes izzuned

under the zgreoment.




The agreement does not provide for a sinking

fuand nor does 1t odbligate zpplicant o retire Xy of the

notes vefore trelr maturity.

Applicant hes reported its revermes and expenses

%0r the calerdsr years 1913 to 1916 inclusive, as follows:

Ttex 1916

1915 1914 1913

Electric Depertment:

Operating Revenuwes & 984,299.53

Oporating Expences 509, 702.48

Yot Operating Rev. ¥ 414, 597 &0D
Gas Deperiment:=

Operating Revenues & 255,038.15

Operating ZExpenses 122,359.31

Xet Operating Rev. 3 132, 678.64

$945,100.44 $897,323.04 $880,652.77
500,054 .74

TH45 04570 FL0T, 0T2. 65 307, 510.48

$238,7338.59 $220,544.17 $204,994.45
111,413.75 103,788.7C 103,740.64

Total Fet Oper-~
~ating Rev. % 607,275.89
Deductions s

Tnterest Acerued

on Punded Debt & 285,239.09

8572,365.54 $523,828.35 $488,764.29

$276,877.90 $238,303.724 $211,627.90

Otker Interest 7,013.55 3,706.86 37,296.37 47,521.66
TUncollectidble Bills 5,537.87
amortization of Debt

Discount and ExXpe 12,465.86 6,690.35 3,925.70

fotal Deductions & 310,256.37

Belance Carried to Cor-
porate Surplus Acc. § 297,019.52

$287,275.1% $279,525.8% $259,149.56

£285,090.43 $244,302.54 $229,614.73

490,250.16 493,142.29 -

ke operating expemses as shown iz the sbove state-

mext 40 not include sny allowsuces for depreciation.

The

amount of depreciation amnuslly chaxrgod by aprplicent on

account of deprecistion, os well a3 the dividends paid, sre

skowz by the following tablex
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Ttem 1916 1915 1914

1913

Surplus beginning of
Youx '

Additions Lor Yesrs=
Profit for Year from
income sccomnt

Yiscellenoous Additions
to surplus

297,019.52 - 285,090.43 .

3,15C.00 1,385.66

$144,739.8¢ §127,209.10 $106,478.56

244,302.54

$114,917.25

229,614.75

Totel Surplus Plus
Additions

Deductions for Yeex:
Devrecistion
Dividends peld

223,478,421
Qtrer Deductions

21,825.60

179,045.30

$444,909.41  $413,785.19 $350,776.10

£ 60,000.00 $ 90,0C0.00 £ 60,000.00
248,75C.00
14,717.0C

8344 531,98,

$ 605000.00‘

- 148,750.,00

29,208.42

Total Deductions

$305,304.01 £269,045.%0 $zzz,4s'z.oo‘

$238,058.42

Surpaus End of Year

$139,605.40 $144,739.89 $127,209.10

$106,473.56

Applicant reports its assets and ligbilities o

this Commission, as of December JIL, 1916, as Lollows:

ASSETS
Fixed Cepitel and Franchise: '
Plant and Franchise AcCOWBE sscevcccnces
Electric Departmont eevececcccccvcnsscee
Gas Depwment LN RN N RN KRN RN R XY NN NN NN

& 7,916,435.46
2,091,836.45"
774, 092,04

97, 495,00

r’.zOt&l MVBStment XX TN NN YN E RN NN N R ER Y PN XY ]

Treasury SCUTINIOE cevevencsssservacsrssssrvonrranbrras
Sinkdrg Fuxd Investments
Other Investtonl secsccvovssvsvrscconsasnsrronncssrracss
Noteﬁ Receivable P T T Y T T YT YT T P R T Y L Y
,ACCOunIS 30¢eivable T e I Y T LY T YT T L LY X L X
Yaterials and Sanlies PP T Y I R T TR X X PP LY
Erepawments PR R RppRPapepp R W R S L L
Unamortize& bond discomt cenconnmevrnnscorsvocscorvesanns
Toesed oigns and DOYOIS creescccsmscccscrssssncoroncccens

other S‘aspense ..--.‘.....'ﬁ...."......'.h--.-’.........

" YT ZYXTYE X Y Y Y RN RN N X BN N X Lk

Total Lssets

%10,879,855.95

22,000.00-
179,785.99
41,097.24
56,407.94
4,171.06
143,878.15
79,48015

- 8,2T4e0Z
565,298.29
41,561.16
7,289.15
37,835.07

$12,063, 934,27




LIABILITIES

capital S‘\:OCI: ......ﬁ...-..--......’.-..‘ --------- L X N ! $ 5'356,500’00

mded Debt [ X X X X ¥ K N K X X X 1T 2 F X F & N N ¥ ¥ ¥ N XX ¥ X X ¥R N FE RN ¥ X¥ U3 5,6’82’000.’00
.‘:'O"CGS P&y&ble [(EF TR RN R EE Y FYREES RSP AR A 2 Y X ¥ 2 3 ¥ 450,.000000
ACcO'ﬂn'tS ,pay&ble o.-.--.---o..d;-----tr-o.uo.----o..o-. 91,736--31
Acerued Intorest 10T DUOG evececesoreccvcosserccssvscons 28,316425
Ta:.e"-‘ Accned t.obo....o---..b..-.o-.-.--a.----...o.... 40,535‘.30
D ﬁdﬁnds Declh-red ' FXTY YR Y R Y RNE PR PN FRENYY XYY EYF LYY YY) 3?,187050\
Resexrve Lor Accruod Depreclation c.esencccecsescrrecnss 237,782.13
Reoewe for Bad Deb‘ts IR T YRR N Y Y YR Y Y R X X 3 XN 2 8 XX KX XX KX 471.58

Corporate Surplus Unappropriatod ceececcnceacccccocncas 139, 605,40

Total Iisbilitles - | $12,063,934.27

The question was raised ot the hearing as o
the disposition of the wnamortlized discount on tre
$621,500 of notes due October 1, 1917. It appears that
taig item &s of Decoember 3L, 1916, L& $41,561.16.

Applicant proposed at the hearing to write this emouwnt off
over & period of the life of its first and refunding oonds,

& poriod of approximetely 24 yezrs. The Commission oblect-
od to this plex and applicant has since consentod to write |
tric item off during the current yesr. The order herein-
after mede is made uposn the express understaﬁding by the
Commission that applicént will write o2f this entire amount
on or befbre Decenbor 31, 1917.

To viow of the fact that tris applicant has been
paying uwnusually kigh rates for ghort torm ﬁoney apd hes
medo provision iorﬁa large Tlotation of debentures, it would
eppesr 1o be essential that 1t talke stops to enlarge 1ts
reserves. Thic ie famticularly gpparent in the face of
the necessity of emortizing $41,561.16 during 1917.

The now comstruction expenditures wzich applicent
proposes to incur during tae twolve months ending November

30, 1917, are as followe:




STOCEION DIVISION:
Gas Depaxrtment.

Plant including new Gas Well § 35,550.00
Distribution s ssossvvorrrres 59,000’.00
mscellmeons PP sSSP sBESS 2’ 500.00 $ 97’050.00

Electric Depertuent.

Pl&n't XYY I FY R EEREEYR YL LTy $ 14,500’000
Transmissiol ecesscecccscsness 13,500.00
Diﬂtﬂbution Ssssonsrsresrrres 93,500-00
MSCOllS-nQO'RS XN TR YRR YN 5,000.00 126,500-00

RICIIOND DIVISION:
Electric Deopartment.

Plent and Transmission eesees $ 1,500.00
mscen&neous [ X XX XN X I XX X2 4 l,ooo ‘oo 26,000'000

ETUREXA DIVISION:
Gas Depsxtment.

:Pl&n‘t T T I I I I Y Y Y S Y Y $ 250000
Dism.bu.tion secsascssrasborace 1,500-00 1,750-00'

Electric Dopariment.
miatnt ' P22y rx v X 0 X 0 K N X X 4 %’ 35’500.00‘

Diﬁtribu'tion XY XXX R YL X2 L2 26’,500.00 1163500000’

- IZ the notes heroin authorized ere sold by applicant
at 92 per cent of their face wvalue, the money derived thgrefrom
will cost applicant approximetely 7-1/8 per cent per anmum,
while 1f they are s0ld 80 as 1o net appliqgnt 93 the interest
chorge to applicant will smount to approximately 7 per cont.

We believe that under presert merket conditions applicent will
be able'to dispose of these notes for at least 93 per cent of
their face value.

Under all the circumstances we are of the opinion

thet the application should bo gramted subjoct to the condi-




Lons and modifications hereirasfter set Torth.

CRDER

' WESIERY STATES GAS AND ELECTRIC COMPANY having
epplied %o tho Railroad Commission foxr authority to

create o lO0=year & per cent note indebtedness of the fLace
velue of £$5,000,000, and to Lssue 51,564,000 of notes ot
not lese than 92 per cent of their Lace value, and to
execute = trust sgreement securing seid figsue, and &
public kearing having been hoeld and the Commission find-
ing tpat the purposes for which sald notes or the pro-
coeds thereof are to be used are not in whole or in part
reasonsbly chargoadle to operating expenses or to income,
gnd that for the reasons set forth in the foregoing
opinion the application should ve granted, subject to the
conditions and modirfications hersinefter set foxth,

IT IS HEREBY ORDERED that Western States Ges
and Electric Company be and the same is hereby suthorized
0 execute a trust cgreement to Guaranty Trust Company
0of New York, substantiallyin the words and figurez set
forth in Ehe proposed trust agreement filed with this
Conmission or the 15th day of Februwsry, 1917, and designat-
ed as "Exhibit BT, Lor the purposé of securing a £5,000,000
noto indebtedness of 10-year 6 ver ceat notes.

IT IS ZEREBY FURTHER ORDERED that Western States
Ges and Blectric Company be and the same is heredby authoriz-
od t0 issue $1,564,000 Zece value of said notes.

The suthority herein granted to exeéuxe said

trust agrecment and to issue seld nmotes iz granted upon the




following conditions end not otherwise:
1.

Seid notes shall be sold 80 as to net applic-~

ant not less than 93 per coxnt of their Lace valuwe, together

with scerued in#erest.

2a

execunted by epplicent shall be zubstantially in the fomm

The trust agrooment herein autkorized +o be

and substance of the proposed trust agreément of aprlicent,

e ¢opy of which marked "Exhibit B™ waz filed with this Com-

mission on Pebrucry 15, 1917.
e

%0 Yo issned shall be spplied zz follows:

To pay the princiyel of spplicant’s

d=year notes Lalling

due Qctober

let, 1917, referrcd to in the

opinior. preceding this order

To refunding the foiiowing ghort

term notes:

Pnyveo

Matuzrity

Amount

Inglo&londor Feris Nat.Bk.S.r.
Anglo&London Paris Nat.Bk.S.F.
Anglo&London Zexris Nat.Bk.5.F.
snglo&london Pexris Net.Biz.S.F.
Anglo&london Paric NateBk.S5.7.
Anglo&london 2oris Net3k.S.F.
Anglo&london RParis Nat.3kK.S.TF.
Pirst National Bank, Stockion
Standard Ges & Eleetric Co.
Standerd Ges & Zlesvric Co.
Standard Ges & Zlectric Co.
Standard Ges & Electric Co.
Standard Gas & Electric Co.
Standard Gas & Electric Co.

3=21~17
Z2~21-07
=217
=B l=17
Fm2l=17
4=20~17
4e20=17
S 1=l7
3=19-17
ZeelS=17
=1 917
B=l9=17
Fwl9=17

3-19-17 50,000

20 reimburse applicant’s treasury,
gaid smm to bo exponded only upon
authority from this Commission

under & supplomental order

20 pay for estimeted lmprovements to

system to be mede during tho

yosxr

ending November 30, 1917, as set
forth in the foregoing opimion

Total

$10,.000
10,000
10,000
10,000
10,000
10,000
15,000
20,000
50,000
50,000
50,000
50,000
50,000

The proceeds of the notes horein suthorized

$621,500.00

405,000.00

112,380.00 -

325, 640.00




4e Tho euthority herein granted to oxecute the
trust ggreement. above referred to andto issue the notes
& gbove mentioned shell =pply only %o suck trust sgree-
ment 22 shall have been executed and to such notes ag chall
have been iLiscued on or before Qctober lst, 1917.

5« The approvel herein pgiven 0% the proposed:
trucst agreement is Lor the puwrpose of this proceeding oxly
end an epproval in so far as this Commission bas jurisdie-~
tion unde? the texms 0f the Public Utilities Act, and i3
not intended as an spproval of suck trust agreement ss to
any other legal requirements to which it may be sudject.

6. Westorn States Gas end Electric Company shall

keep & true and correct account showing the recelipt and

application in detail of the proceeds of the sale of the

notes herein euthorized to be Issued, and chall, on or

before the 25th &ay of each montk, make z verified remort

t0 thiz Commission, stating the sale or sales of seid notes
during the preceding month, the terms and condition of tke
ssle, the moneys reslized therefrom, snd the use and applica~-
tior of such momeys, all in sccoxdance with this Commisesion'’s
General Order No. 24, which order, in 80 fLaxr as aprlicable,
is made 2 peart of this order.

7o This order shall not become effective wntil
epplicent shall bave paid the fee specified in Section 57 of
the Public Utilitlec Act.

Dated st Sen Framcisco, Californte, this J6TR_

dey of Merch, 1917. %

7. ,,,zzmem
2217?2'//¢ﬂ/ //EW#

Commissioxers.

.




