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Decision No. 22 7 ( .

BEFORE TEE RAIILROAD COMMISSION CF THE
STATE OF CALIFCRNIA.

~—=000=mm

In the Matter of the Application of

WESTERN STATES GAS AND ELECTRIC COMPANY,

2 corporation, for an oxder aunthorizing Application Number 5328.
the issue o2 preferred stock of the par

value of $603,000.00.

Chickering & Gregory, by Allen Chickerlng,
for applicent.

LOVE’LAND, Commissioner.

WESTERN STATES GAS AND ELECTRIC COMBANY asks permission |

to issue $603,000.00 of its 7 pex cent proferred stock to refund sink-
ing fund payments and pey conatruction exp'enses.during 1920. Appli-
cant intends to sell the stock at not less then par, but asks that 1t
be permitted to expend in the sale thereof not exceeding 10 per o.ent
of the par value of stock s0ld.

Tn Exhibit "6" attached to the petition, applicant re-

ports its estimated expenditures to pay for additions and bvetterments

to its plent durimg 1920 at $532,180.c0. This smount it segrezates as

follows:

, % s Stocktom : Ricmmond  : Lureis m"otal
Department’ /o lGiom - Division : Division .

Gas :$182,500.00 5 - .4 10,350,00° $ 192,850.00
Electric . 243,000.00 : 54,980.00 338,860.00 336,830.00
Water s+ 2,500.00 - - 2,500.00

fotal  : 428,000.00 : 54,980.00 : 49,200.00 532,180.00
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Semuel Xahn, vice-president and general mansger of Western States Gas

and Electric Company, testified that the above estimate of expendi-

tures includes no extraordinary expenditures except the installation

of a new gas machine at Stockton, and that in his opinion the come

pany's actual expenditures will likely exceed the estimste.

Applicant revorts stock axnd funded debt actually

outstanding =s of December 31, 1919, as follows:

Common SHOCK, « « « v+ ¢ o o o o s o o o s o« +$3,231,500.00
Preferred Stock -7% Cumulative, « « . <« « « o . 2,222,200.00
American River Electric First Mortgage 5 perx

cent bHonds,

Western States Gas & Electric FPirst and Refund-

ing S per cent dbonds,
Western States Gas & Electric 10-year 6% Notes, 1,564,000.00
Western States Gas & Electric S-year 6%

Collatersl Rotes,

275,000.00
. e v o« o 4,464,500.00

690, 000.00

Potal, « ... $12,447,200.00

For the three years ending December IL, 1919, Western

States Gas and Electric Company reports overating revenves, operating

expenses and other dishursements as follows:

I €T e n :
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Operaling Revenues
Operating Expenses including:
texes but not devreciation:
Net Opersting Rovenues

Deductions from Net Operatind
ROVenues 1=
- Interest on Funded Deobt

Other Interest

Amortization of Debt Dise
count and Expense

Derraoiation eewned

Uncollectible Bills

970,49%.52°

g 0% b g

5.734.07:

40,485.84
80,000.00:

19,262.43

558, 502.34

»

344,225.68:
13,262.63:

28,010.01;
70,000.00:

3, 000494

Total Deduationsg

505, 608 .50 &

464, 584 .86

=3 L, 901,308 173, 628,995.50 54, 402, 86014
1,105,292.74°
. , gg’ UIG&ZB

761,067.32°

306,698.46:
18,660.25¢

17,424.20;
60, 00000
7,871.18:

Balance availabvle for Divi-
dends, etc.,

4dd~ Accumnleted surplus be-
Zinning of year

Add~ Miscellaneous itoms

286,401.85

61,960 .64+
1,289.43:

194,117 .48
98,497 .04+

sttt 2P

251,168.54 5

139, 605,40+

Balance plus Additions

Deduct-
Pividends on Preferred
. Stoek 7%
Dividends on Common Stock 24%
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349,651.92;

152,665.66.
72,708.72.

292,614.52¢

160,484 .02.
78,767 .18.
+,462.08:

373,475.82+

148,750.00.
77,5666.00,
48,672.78:

Othexr Deductions -
Total Deductione :

225,374.38:

230,653..88¢

274,878.78;

Accummulated Surplus End of Yeaxr

L4, 277 .54

61,960.64:.

98,497 .04




Avplicant reports that from November 30, 1916 to December
31, 1919, it has paid %o the trustees under its various mortgages for
sinking fund purposes the sum of $499,436.25, and that the money so
paid to the trustees have been used by them to retire $566,500 of bonds.
Applicant asks vermission to issue preferred stock for the purpose of
refunding its sinking Tund payments and lays particulsr emphasis upon
the fact that the sirnking fund vayments under the mortgage executed
by Western States Gas and Electric Company is extremely omerous and
trat it requires the company to pay to the trustes on the first day of
June and +the first duy 0f Doecember of esch year ar amount equivalent to
1-3/4 per coent or the amount of bonds previously certified and issﬁed.
The payments are to be made axnd based upon the total number ofvbonas
rroviously certified and issued, including any bonds which may bhave
been purchased or cslled for the sinking fund in accordarce with fhe
terms of the mortgaze. Repyorts £iled witk the Coxmmission show that
the company has redeemed §6565,500.00 of Western States Gas and Electric
bonds through siniding Zund payments snd that §$959,000.00 of Western
Stetes Ges ond Electric Compeay bonds are pledged to secure the payment
of $690,000 of 5-year 6% ver cent collateral trust notes. Iz calon-
laticg the sinking fund payments, both the $6656,500 of bonds retired
onéd the $959,000 of bonds pledged ss collstersl ore teken into account
apd added to the bonds actuelly outstanding snd in ;he honds of tke
publica On December 11,1919, the siridng fund payments under the
Testern States Gas and Electric mortgege smounted to $107,476.26. As~
surding no additiorzal bonds were certified by the trustee, a like pay-
mont is due or June L, 1920, maiking & total annual payment of appProxi-
mately $215,000.00. Applicapt reports thot durimg 1919, it paid for
sinking fuad purposes $28,475 to the trugtee under the mortgage of the

American River Tilectric Compeny, which amount If added to the %215,009@

makes an approximete total epnuel sinlking fund peymont of $243,500.

By referring to the foregoling statement of revenues ard expenses, it
w111l be noted that applicant, sfler paying operating expenses, taxes,

5




interest and providing for depreciation and uncollectible bills, repor-
ted for 1917, & balunce of U231,158.34, for 1918  $194,117.48 and for &
1919 $286,401.85. It is ouite evidont from applicernt’s firancial
statements that unless the Commission permits applicant to refund its
sinking fund payments to some extent through the issue of preferred
stock, 1t will have to either stop the payment of all divideﬁds or call
for payment the Western Staotes Gas and Electric Company bornds. The
latter under existing financial cbpditions is, I bolieve, impractical
while the former might make it impossibdle for applicant t0 secure any
moneys througkh the sale of additional preferred stock, ond I am, there-
2ore, of the opinion that the Commission should permit applicant to
issuo preferred stock to partially reolmburse its treasury because of
the surplus earnings which may bave been used.to meet Sivking funa‘pay-
nents or to pay current jpdebtedness incurred for the purpose of meking
such rayments. T believe, however, that on sccount of the difference
botween the value of spplicant’s propertles and its outstanding stock
spé funded debt, the amount cf stock which applicant shouwld be permit-
ted to igsue for the purpose of refundling sipking fund payments should
not exceed §404,600.00, -en amount on which the anpual dividend payment
will be approximately ecuwel to the avmual interest chaxges on tho
$566,500.00 of bonds retired through the sinking fund payments. It
snould, however, be remepbered that the permission herein granted to
{ssue stock to refund sinldng fund payments in no way conmdty the
commission +o o policy of granting in the future, pormission of a similar

nature either to applicent or any other public utility.
T herewith oubmit tae following form of Order:
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WESTERN STATES GAS AND ELECTRIC COMPANY having applied
to the Reilroad Commission for permisaion to issue $603,000.00 of its

preferred stock, a pablic hearing havicg veen held and the Railxroad

Conmission being of the opinion that the money, property or labor to




be procured or paid for by such issue 18 reasonably reguired for
the purpose  or purposes sSpecified in this order, end that the ex-

penditares for =dditions and betterments are not in whole or in pari

.reasonably chargeahle to operating expenses or 1o income; '

IT IS HEREBY ORDERED that WESTERN STATES GAS AND
EIECTRIC COLPANY be, amd it is hereby, suthorized to issue $603,000.00
par value of its 7 per cent cumulative preferred stock.

The suthority hexein granted is subject to the

following coxditions:

1.--The stock herein suthorized to be isswed shall be s0ld by
spplicant for cach at xot less than per, prcvided
that applicant may expend in the sale of suck
stock sy amount not exceeding 10 per cent of

the par valwe of the stock actually sold.

2.--Nore of the stock shall be issued wotil applicent has
received Pull payment therefor.

%.-~Stock in the amount of $404,600.00, or the proseeds ob-
toined from the sale thereof, shall be used by
applicant to pay current indebtedness incurred
to meet sinking fund payments or reimburse its
treasury because of surplus earnings used to

neet sinking fund payments.

4.--The proceeds obtained from the sale of $198,400.00 of
stock shali be used by apvlicant to pay for the
construction of the extensions, additions and
vetterments referred to in Exbivit ™6™ attached
to the petition herein.

Be-~Wostern States Gas and Electric Company shall keep such
S s
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record of the issue and sale of thae stock herein
authorizéd and of the disposition of the proceeds
as will enable it to f£ile on or before the twenty-
£ifth day of esach month a verified report as required
by the Railrosd Commission’s Gonmeral Order Jumber 24,
which order, in so Jar as applicabie, is made a part
of this order.

6.~-The authority herein granted will apply only to such stock

as way be issued on or before December 31’ 1920.

The foregoing Opirion and Order are hereby ayproved
and ordered f£iled as the Opinion snd Order of the Rallroad Commission

of the State of Californig.
Dated at Sen Francisco, Galiformia, this _ // day

Gt (9, Eccgea
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of March, 1920.
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Comrdzaloners.




