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In the Yatter o¥ the Lpplicatior )
of SOUIHEERN COUNTIZS GAS COMPAXNY )
0F CALIROZNIA Lor authority to ) Apvlication ¥o. 2974.
issue and Sell additional bonds in)
the amouwnt of $364,000.00. )

Eunsareor & Britt and LeRoy M. Edwards,
by G. Earold Janeway, for applicant.

LOVELAXD, Commigsioner.

FIRST SUPPLEJENTAL OPINION.

Tn itc Supoplomentel Application filed July 23, 1917,
a8 smonded, Southern Cownvies Gas Company of Californie asiks
guthority to issue and sell at not less than 90 ner c¢ont of face
value and sccrued intercst, $83,000.00 of Pirst Mortg&ge wonty -
year F¢ve and One-~Eelf Por Cent Bonds, due and payable Moy 1,
1936, the proceeds to be used to reimbdurse applicantﬂé treasﬁry
and pay outstending notes and accounts payabdle.

Tn liem of solling the bonds, spplicant acks fLor

altornative authority to »ledge the sawe as collatersl to secure

the paymont o2 notes. | _
By Decision Number 4430, dated Jume 26, 1917, Southorn

Comnties Gac Company of Californis wes sutha ized to-iesue-$364,000.00
of its Pirst Mqrtgage'Bonds’to'finance 80 per cent of its proyoée& |

“caopital exponiituvros for the yeer emding March 31, 1918. . The order o
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in the declsfon provided that $40;000400 of said bouds might be
izgued :Smed.iately exd that the balance should only be issuned upon
aupplomén tul ordora from this Commission. .
 In Exhidit "A™ attached to the Supplemental Applioa.tion
spplicant reports that during the monthe of Mey end June, 1917, £t
| ' expended foxr permsnent exteusions, betterments and Improvements to
o  its existing plants and property, the sum of $103;598.1%, and that
.. mder the pxbﬁgions of its trust deéd, it iz entitled to issme bonde
:f.or 80 per cent of this smomnt or $82,878,50. It further repzesonte
tm* 1t hee & balsnce ou hand against which bonds have not been
issued of $316.78, meking a total smount against waich bonds may
de iscued at the present time of $83,195.28.

On August 11, 1917, epplicant £ile & with the Commieziox
a segregation of its ,gio}éfo;’s and gecomnts paysble. Out of & totsl
of $390,880.74 applié—'a.nt," repoxrts that $287,780.16 roiaresents in
ite entirety capital expenditures, whorees $103,100.59 represents
in part cepital and m'par"b'oznore.ting expenses. For the purpose .
of identification and references the schednle of indebtedness rep—
resenting in its exntirety capital expenditures bas been marked
Exhibit No. 4 FPirst Smpplemental Application Xo. 2974; and.the
aohed.ule of indebtedness rep:rcsonting part capitai and pert operating
expenses, hes been marked Exhibit No. & Pirst Sn-pplemonta.l Appl:t.-
cation No. 2974. .

AlL of the p&ocoed.a of the bonds will 'be used ‘by ﬁ.ppli-
cant to pay notes and a.womts paysble. I belleve that a part |
should be directly eo applied, while a part may be ueced to reimburse
the treasury and thereafter used to pay indebtedness.

From the reportsreceived from this Compeny , it is
evident that its plent is kept in good condition, the company ba.ving
l reported from time to time, the exvendituree of large guns of monoj

for replacements and upkeep. To the present time the company has
made zo provision for a reserve Lor sccrued depreciation. Whﬂ& & pa;-t
of the. sums expended Lor xmpXeem. and xepl,a.c’emont,vmy be‘ proyew.s:hugoblo
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to deprecistion, and the amount zet aside for s reserve for accmei’\'do-,
| preociation diminished propprtionately, nevorthq;tosa I s of the opinion
thet such a reserve should be estadblished a.nd. the company hes agroed .
to establish the same on Japuwary 1, 1918, and make proper provision
for deprecistion thereszfter. The amount of such resexrve and the
method of establishing it, mey be taken ee.i-e of by & subsequent order
of the Commission. The postponement of the establishment of & resexrve
for amccrued depreciastion, is recommended. to the cbmieéion wpor the
specific understanding which I have had with this company, 't;he.t no
dividends will be peid wntil provision for deprecistion, satisfactory
 to this Commission hag been masde.’ R

In the Supplemental Application as originelly fLled,.
applicant acked authority to issue and sell the ’;,~000.oo of donds
at not less then 927 per cent. of their fsce value plus acorued fa-
terest. At the hesring, because of the unseltled cordition of the
bond market, spplicant smended ite application and now aske a.u.tﬁor:!.ty
to sell the bonds at not lese then 90 per cent. of their face value
plus accrued interest or tc pledige the same to sscure the peyment of
notes at such ratlio that the face wvalue of the notes shall never be
lesg then 75 per cent. of the donds pledgeld to secure the payment of
game. I have given this matter caﬁroful eonsideration and am not
inclined at this time to recowmend that applica.tion’{bo graated euthor=
1ty to pledge its bomds. I believe that an earnest effort should be
mede to sell the bomds. I applicant ahould fsil im such ,e:‘for‘t‘,
it hay egadin apply to the Comminsion lfo:- anthority to pledge the
boxds. I am of the opinion that decause of present conditions appli-
cent shomld be suthorized to s6ll the bonde g.t" not lees then 90 per
cont of their facé value plus ascerued mtorosf. | |

T herewith eubmit the following Zorm of Order:e

SECOND SUPPLEMENTAL QRDER
SOUTHERN COUNTIES GAS GOMPAVY OF CALIFORNTA Maving

epplied to the Railroad Commisgion for enthority to 13‘3;‘0 and soll or
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pledge $B$“Ooo.oo face value of ite Pirat ho*tgago “antyb&bar Five
and ono-halt’per cent bon&a due and payab;o ey X, 19365 2nd a
pudlic hearing having been held and the Railroead Commission.being
oL the opinion that the monoy; Property or ladber to be procured or
veid for by such issuve is reasonably required for the purpose or
purpogée specified in the order, sad that such puUrpose or purposes .
a:gtﬁot, in whole or inm part, reasonsbly chargeable to operating
expcases oxr to iﬁcome.

IT IS HEREBY OFDERED thet Southern Couwnties Gas
Compeny of California be, and it is hereby, suthorized to imsue snd
sell $ss§ooo,oo face value of Lts Piret Mortgage Twenty-Year five
and one~hall pexr cent. bonds due and payable May 1, 1936.

IT IS EEEEBY FURTHER ORDERED that the spplication
ol Southern Counties Gas Company of Celifornia for altornative
authority to pledge the $83:000.00 of bonds heredby authorized
to be Ieseuwed as collateral security for notes bdo and the saze is
horoby denied without prejudice.

Tee auxthity heredy granted spplicant to iesue axnd
sell bonds is granted upon the following comditiors and not otherwises- -

l.~The bonds hereby authorized to de issmed 8hall
be s0ld Bo as to net applicant not less than 90 per cent of
thoir faceo value in cesh, plus acc*uod interest.

2.~The proceeds frqm\$38;000.oo fzce value of bonds
heredy sathorized to be issmed saell be msed to pay notes gnd
socomnte peysble, listed in Zxhibit No. 4, First Supplemental
‘Applicgtién No. 2974

3.—2he proceeds from $45,000.00 face value of bonds

Pt
shall ba used. to reimburse applicanx's treasury Zoxr surplna
earninga e:pended for capital purpesec, and:lztcr guch reim-
burcement shall be used to pay notes and accounte payable
listed in Exhibit No. 4, First Supplementel Applicetion Xo. 2974,
or in Exnibit No. 5, First Supplemental Lpplication No. 2974.
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4o=~Southern Counties Gaz Company of Celifornis skall
keep soparate, itrue ard mocurate sccounts ehowing the receipt
and application 4in detail of the precocds of the sale of thé
bonds herein suthorized to de icsued; and on or before the
twenty-2ifth day of oack month the compeny shall make vorified
reporte to the Reilroed Commission etating the sale or sales
of gald bopds during the preceding month, the terme and condi-
tionc of +he sale, the momeys realized thorefrom, snd the g6
and application of suck momeys, ell in accordance with this
COmm.eaion's Gepxeral Order Xo. 24, whick oxder, iz so far as
a.pplica’ble 48 made 2 par't of this order.

Se~The authority hereby grented to Iissue bonds shall
not become effootive until Somthern Counties Gas Compeny of
Californise hes pa.:.‘.'i‘ the fee prescribed by the Pudblic Utilities
Act.

6e=The 2utbority heredy granted to Sowthern Counties
Geg Compeny of Californis to Lssue donds shell apply énly
to szeh bonds as shell have been issued on or before Novems

ber 30, 1917. -

The foregoing First Supplemental Opinion apnd Second

Snppiemental Order sre heredy approved anl ordercd filed as the
Piret Supplementel Opinion anld Second Supplementel Order of the
Reilroad Commfsefon of the State of California. |

Deted st San Prancisco, Californis, this E_ﬁ_iaay

of August, 1917. | C
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Commincionars.




