
Decision 10., __ _ 

• 

In the lra.tt.er of the Applica.tion ) 
of V.AL!ZI ~'OEAL GAS CC!.t£>ANY for) 
~thority to issue ehares of its J) 
oommon stock. ' 

Application 1'0. 3339. 

--
LU1enthal, MeK1l1s.t%7 & ~nd, 

b7 Joseph Raber, Jr.,. :for appl:tcsnt. 

OPINION 
-' ..... --~-- ... --

In its. pet1 t10n heroin, . Valley Natural Gaa, Com

pa.21.Y acke 8uthor1ty to 1eeue such an em.ount of 1 te O·OmlDOn stock 

a8 the Ra.1l:road Comm1ae1on m8.l" doem proper, :tor the purpose of 

cap1te.l1z:1ng earll1X1ge expended for a:dd1t1ons and. be·tterments. and 

the redemption of bonde; Pot.itioner prop¢aea to· distr1but. aa & 
" . 

atoek dividend. to. the hc>lders of ita oommon stock Buoh stook .. 

may be a.uthorized. here:tn. 

Petitioner alleges that it and 1te predeoeasor 

in interest, CeJ!.:t:f'orn1e. Natural Gas. Company, have expend.ed :tor 

additions and bettermente the follo~ amounta:-. ' 

:December 1, 1915 to. Uaroh 1" l.916 •••••••••• $25,.872:.aa:. 
lrarch 1, 19l6- to J'all" 1.. 1,9l6 (crodit)...... 3,028.05-
July l. 1916 to :March 1, 1.91.'1 •••••••••••••• 3O.I.'1l.M 
March l. 1917 to November l, 19l'1 ............ 24,','79'6..01 

!\!otal •• '~ •••• ' •••••••••• ' •••• $'16.,.8lZ.68-



. :Petitioner also alleges thtl.t from JUX14 30~ 1.91.'7 to 

liovember 1" :1.9J.7 1n~lua1"'. it has, used. eaX'll1Xlge to redeem bonda 

1n the amount of $60 ~·OOO.oc>. As I. new the 81 tua tion~ the quos-

tion beto:re the Comm1eaion is not eo muoh the amo"Ollt of ee.rn1nga 

expendee for additions and better=enta and the redemption of bonds 

&8 the eJ!lO'tXXLt of earnings properly &"V'&11able ~or the pa~o::c.t o~ 

4.1v1dende on pet1t.1oner."a oommon stoclt. ~e teet1m~ 1nd1ostee 

'that the ea.rn1.rlgs available for this P'aX'pose bATe been expended 

for &dd1t1011S e.nd bettermenta or fO'r the redemption o:t bonds. :01:'11-

dend8 on pet1t1oDer"s· preferred stock have been regularly paid. 

!he test1m.O~ shows. the.t Valley lia.ttu:a.l. Gas Com-

ParJ.'S aeqU1rod the propert1ea o:t CsJ:.Uornia :N'at'lXt'aJ. Gas Com.psny on . . 
or about June, 20, 1.91f>, and that the ca.ah pa~d. for the proper

t1es tte of .Tune 20. 19lo 1ncluded the additions e.nd betterments 

='rom :Deoember 1. 191.& ~ J'a.ne 20, 191.6. 

ltr. J. lP. McMahon, General Menager of Valley 

liatural (;as Company, teat1!1ed that dur1xlg 19l6 %to allowanoe wae 

made for deprec·1.e.tion, exoept for automobllaa., 'but that d:ar1:ag 

the curront year it 1e the intent10n of the o~ie1ale of the 

eompany to appropriato from $50~OOO.oo to $60'~OO().OO ot the 

ee.rn1ng8 for depreoiation. In rea.dju8:~1:cg the rat.s of Valley 

Xa't'tlraJ. Ge.e. Comps.%l3'. the R8D.road Commission in. :Decision Number. 4485,. 

dated July 2'1. 19:L7 allowed $43,.334.64 per a.nnum. for depree1&t1on. 

.. Petitioner is engaged in the dietr1but10%l o:t 

na.tural gas, a business. of co,ns1derable hazard beoause of the tm-

c.erta.1n J.1!e o~ the field. Mr. McMahon teet1:t:ted th8.t 1n his 

op1n1on 1='the natural gs.a euppJ.l1 ceaSGS the property of petit10ner 

Wi:Ll become ent1re17 useles8 and that 'lJJ:J:3 vatue which it w1l1 

~..,e wUl be 1 ts 8alTage value. 

:Because of the fact that this property ie T1ewed. 

&8 ba.V1ng a. short term l.1.fe, the function of the depree1&t1on 

re8el"Ve 8eems to me, in th1e case, to be not eo much to replace. the 

Pl'Operty u worn out and, thu to· keep the 1nvos't:ent intaet, .. 
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to restore the tnv8stment to tbe ~e8tora. 

the investment, t~ o~·a obl.1ge.t1on Xl&~ goes. f1rat 

to its creditor&.. and second to. its etooltb.oldere.. 

For the purpose of determj nj ng the amoW1t o~ net 

ee.rn1l:1gs 8va.1la.ble :tor the payment of dividends en commo.n stock, 

I am inel111ed to the V1ew that the company allould set up :tor 

deprecia.tion the amO'Cllt aJ.lowed bY' the Commission 1n the :recent 

rate preceeding an~ th&t the amount &0 allowed_per annnm Shoul' not 

oDl.1' be applied to the 1917 but also to the 1916 operatlena. 

lio, mat'ter for what purpose tho deprec.1&t1on ~un4. 

has. been or Will be used., I am of the op1n1on that. 1 t sho'tlld 

not be eap1 tal1zed. 

tlna conolua1on. 

Co'tUl8Gl for pet1 t10ner agree-a with. me 111 

A. statement 8ubm1.tted 'b7 pet1 tionar allows: the :foll.ow-

1llg reaul te from the operation of the properties here. 1nvcl ved. 

- .. - -.. .Tan. 1. 1916 • .Tan. 1.. 191.7 .. .. 
Item .. to !Sic. !!:a 1916 .. to ~=E .. !II 191.'7 .. .. - · .. .. - .. · .. 

Operating RevenU6a, · $368/139: .58 :$ .470,442:.98 .. 
Opera.t1Dg Expenses, 1noluding .. · .. --~8 but not depreciation .. 2'll.519.32 · 406.335.47 .. · - .. .. .. 
Xet Operating Revenuee .. 97',;2Z0.26- ... '10 .. 1.0'1.51-.. · lAe8 Intere:at .. 11..810.36 - 16.099'.84-.. .. .. .. .. .. 
ll'et Ear%11llga .. 85:;..409.90 .. 53~SO'T.6·( .. .. 
:!'rom. wh1ch. ahcttld be .. .. .. .. 

dedu~tod depreciation and · .. • .. 
di V1.dend on pre:ferred stook:: .. .. .. .. .. • 

Deprec1ation ,. 43,334.64 .- U.,-ll.2.22 .. .. 
~1vidend on pre:ferred stock .. 10.002.00 .. ll.002.00 · .. .. .. .. .. 
!r!GtaI. .. i 53.-336.64 :i- 4'1.1.14.22 .. .. -.. ... 
~et, earn1nge.av&1l&ble ~or · .. .. .. 

d1vidonda on oommon stock .. ~ 32..073.26 :i 6. 39Z.45 .. .. .. .. .. 
!I!he forego1xlg 'table :1nd1cat68 that the com,pany 

haa available for the ;payment of d1 V1donds on. 1 te. common atock the 

S'aD1 of $38,.466..71. lees the sum of $l..27S.0o., be1l:lg one montll,',s 

div1dend on preferred stock. 
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!he t.e8t:1mo~ ie to the of:rec.t· th8.t th15 amo'CXI.t 

&8 well aa amounts whioh more properly should haTe been charged 

to depreciation have been expended :ror addit1oX1$ and bettermente 

and the redemption of bonds. A8 sa.id, I do not believe that 

any ~~t expended out of the depreciation fund should be capi

talized. regardlees, se. to whether tho mOllere 121 the deprec1ation 

fund have been used to redeem bonda or e~nded for additions 

and betterments or replaaementa. 

Under pet1t1~nert8 articles o~ incorpor&t1on. ~ 

stook wh1ch the Co~s1on may authorize to be issued p~aant 

to the petition herein ma.st be delivered to the oommon atoekholde:re. 

Mr .. C. C. Spicer, secretary of Valley Natural Gas. ·Compa:a.y, teat1-

'lied that the common etookholders hav~ agreed With all parties . 
Who- were 1%1. any way 1l1teres~d in the orsan1:zat1on and :!:t:aAne1ng 

of the Valley liatural Gas. Company that they would d.istribute a:tJ.'3' 

stook herein autho:r1zed as :toll.OWB:-

50 per oent to the S.tandard :Bond &- Kortgage Comp~ ... 

23 per cent to Mr. C. B. Colby and h1s assoc1at ••• 

23- per cent to lteesra .• C. C. Spicer. Charles Donlon. 
:f.. A. R't%ghee. and L S. J3rad:f'ord. 

4 per cent to. Yr. ~. 1'. Speed.. 

All parties. agree thai th1s d1atributu1on shall 

be- :regarded &8 oompeneat:Lo.n in full for all 8~rT:Lcea rendered 

111 :t1na.nC1ng the purchase o.f the prope.rt1es o.~ CalUo.rn1a liatural.. 

Ga~ CompSll7. 



In view of the facta presented in oonnection with 

this petitiO'n I am O'f the op1:c.1on tho.t. Valle,. lie.turaJ. Gas C~ 

me.y pro~rl~ be a.uthorized to issue $3'·;000.00- par ·V'al:a.e of its 

commo~ capital etock for tho purpose of retmburaing its trea8ur7 

for earn1l:1g3 expended 'lor additiO'ne and bettemeJ?ta. 

I herewith submit the folloWing form of Or4er:-

VALLEY .w~ORAL GAS CO~AliI haV1ng applied. to' the 

Ra1lro&~ Comm1eeion tor authority to issue common oapital etock 

in such an amo'Cllt ae the Commie s10n mlJ.y determ1ne, and a. public 

he.e.r1ng having been held~ and the Ra1J.road Comm1Sa1on be1llg ~ 

the opin1on the. t the money.. property or labor to be proo~4 or 

paid for by such issue is reaeonab:L7 :required 'lor the purp088 

or purpoeee specified 1n the order and ths.~ the expenditures 

for aueh p~ose or parpQa8a are not in Whole or in part reaaOD

ably chargeable to- opeX'at1ng expene.es. or to 1Xlcome; 

n IS HEREBY OP.:!ERED tbat Valle,. Natural Gas 

Compan:r be and it 1B hereby autho.:r1zed. to 1ssue$a;;OOO.oo· par 

value of its common oapital stock foX' the' purpose of reimbua1:a8 

1 ta treasury beco.use of earn1nge expended for capital. purpoe.ea, 

the authority b.ere1:D. granted. to issue said etoek being upon the 

fo11ow1ng oonditione 'and not otherw1se:-

l.-Valley ktural Ge.e Company shall. keep 

separat., true and accurate accounte showing the receipt 

and application in.detai1 of the proceeda o~ the sale 
, 

of the stock herein authorized to be issued; and en 

or be~ore the twent:r-~1fth day o~ each month the companr 

Sball make verified reports to the Ra1lroad ~ss1on 

stating the sale or sales of s.a1d stock during. the preceding 
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month. tho terms and 001141 tiona of the sale. the mo:c.e:ra 

ren.11:zed therefrom. and the uu and application of such 

mone18,; all 1n aoo.ordanoe with this Commise.1on'e· General 

'" Order No. 24. which order. in 80 far 808 applicable. 18 made a 
1", 

part of thie order. 

2.-f.ne author1t7 here~ granted to issue stock 

shall app~ onl1 to suoh stock as shall haTe been iouea. . 
on or befo·re 1EtJ;y l5, 1918. 

!he forego1ng Op1n1on and Order are hereb~ approved 

and ordored 'liled. as the Op1n1on and Order of the Railroad Com

mission of the state of Cal1fornie.. 

!)e.ted at San Franei8co. Cal1forn.1&, this ...-................ 

day of :December. 191.'1. 

Commissioners. 


