
Decision no. 26 7 (, • 

BEFORE TEE RAILRObD COM!JO:SSION OF TB3 
STATE OF CALIFORNIA • 

.. --000---

In the l,tatter of the Ap);ll1cat1on of ) 
WESTERN STATES GAS A!m ELEC~IC COr-ANY, ) 
a corporation, for an ord.er authorizing) Application Number 5328. 
the issue of preferred stock of the par ) 
value of $003,000.00. ) 

- ~ - - - - - - -

Chickering'& Gregory, by Allen Chickering, 
for applice.xlt. 

tOVE:AND, Commissioner. 

WESTERN ST~TES GAS AND ELECTRI~ COMPANY asks permission 

to issue $603,000.00 of its 7 per oent preferred stock to refund sink-. 
1ng fund ~ayments and ~ay cODst:uct10n expenses during 1920. APpli-

caxlt intend,s to sell the stock at not less than par, but asks tha.t it 

be permitted to expend in the sale thereof not exceeding 10 per oent 

of the par value of stock sold. 
In Exhibit ~6~ atta.ched to the petition, applicant re-

ports its esti~ted expenditures to );lay for additions and betterments 

to its plant during 1920 at ~53:a,180.oo. ThiS ~OUDt it- segregates as 

follOWS: 

stockton IHchIiiond Euroka 
:&apartment: · .. : Tot So 1 · .. 

Division : Division · Division · · · 
Ga.s :$182,500.00 :~ :$ 10,350 .. 00' · $ 192,850.00 · 
ElectriC · 243,000.00 · 54,980.00 · 38 ;8'60.00 · 330,830.00 

· .. · · 
wa.ter : 22500.00 · · · 2zo00.00' · · .. 

Total · 428,000.00 · 54,980.00 .. 49,200.00 · 532,180.00 
· .. · .. 
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Samuel A~~. vioe-president and general manager of western States Gas 

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

tures includes no extraordinary e)..";pene.i tu.res except the 1nstallatioD 

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

pany's actual expe~~itures will likely exceed the estimate. 

Applicant re~orts stock and funded debt actual~ 

outstSDd1ng as of December 31, 19l9, as follows: 

Common Stock. • • • • • • • • • • • • • • ••• $3,231,500.00 
~eferred stook -?% Cumulative, •••••••• 2.222,200.00 
Amerioan River Electric First Mo~tgage 5 per 

cetlt bonds, • • • • •• 21S, 000.00' 
western States G~s & Electric First ~d Refund-

ing 5 per cent bonds, ••••• 4,404,500.00 
WesterD States Gas. & Electric 10-year 6~~ Notes, 1,564,000.00 
western States Gas & Electric 5-year 6t% 

Collateral Notes, • •• • 690,000.00 
~ o. tal, • • • • $12,447,200.00 

For the three years end1ng December 31, 1919, westorn 

States Gas and ElectriC Company reports. operating revenues, operating 

e).1'enses and oth.er d.isbursemonts as follows: 

I t em: 1~19 :' 1918 : lSl7 : 
Operati:ng Revenues :~1, 901,3.@ .11 ::jjil, b~S.,;995.86 :;jpl,40f. 8&9.74: 
Operating Expenses inoludi:og: 1 105 292.7~: 970 493.52: 761 067.32.: 

taxes but not de~reoiation:" : • : • : 
Net Operating ~ovenues : 796,010.43: 658.50~.$4: 541pao2.4~: 

Deductions from Ret Operati~ · · .. · · · .. · · Revenues:- • · · ,. 
. Interest on Funded Debt · 3?3,126.2S: 344,'225 .58. : 306 .. 698.45: .. 

Other Interes.t .. 5,734.01: 13,262.63: lS,650·.25: · Amortization of Debt D1s- · .. 0 · 0 40,485.84 ; 28,OlO.01; 17,424.20: . oo~t and ~ense · · 60,000.00: ne~r§aiatioD jgQ~~~ · 80,000.00: 70,000.00: · 
1at2gQ.42~ ~iB§a.iij 7,871.l8: Uncolleotible Bills · · 4!8,MJI! ~Q~~~ D~duot~on~ :- :5t5;I:~~ .. :5i;:- a64.s84.8~: .. .. ; ~ 

Ba.l.9.lloe ava.ilable for Divi- • • · .~ · • • .. 
dends, eto .. , · 286 .. 401.85: 194,;l1.7.48: 23l,158.34: 

Add- Accumulatea sur~lus be-: · .. · · · gi:rm1.ng of ~ar : 61,960.64: 98,497.04: 1~9t605.40: 
Add- ~scellaneous it~ms : lt 289 • 43 : 0 2 t 712..08: · Balance plus Additions : 34S .. 551.92: 292,614.52: 373.47;; .82.: 

· .. · • · · · .. 
:Deduot: · - · · · · · .. 

DiVidends on ~eterred~ : · · .. 
Stock 7010 .. 152,665 .6&: l50,42:4.02 : l48,750 .. 00: 

Dividends on CommOll stc:ck2.;% 72, 70S. 72. 78;.767. 'is. 77,55&.00. 
Other Deductions .. lI;462.08: 48,072.78: .. 

~otal Deductions : 22.5,374.38: 230,653 .• 88: 214,978.78: 
Accumulated Surplus End of Year 124 II 277. .54 : 61,900.64: 9S..497.04:. 
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Applic~t reports that from November 30, 1916 to December 

31, 1919, it has paid to tho trustees under its various mortgeses for 

sinking tUIld. purposes tAe SUI:l ot $499,436.25, a.:o.d that the money so 

paid to the trustees havo been used by them to retire $565,500 of bonds. 

Applicant asks permission to issue ,re~erred stock for the purpCS& of 

reftuJdi:cg its sinking fund, pa.ymeXlts and lays pDrticular emphasis upon 

the fc.ct tb1.t the sinking :fund ~yments UIlder the mortgage exeouted 

by Western States Gas a:ad Electric Compru:lY is extremely onerouS .and 
that it requires the company to pay to the trustee on the first da:r of 

JUIle a.nd. the first c.ay of DOC6:n.bcr of each year an amount equivalent to 

1-3/4 per cent on the amount of bonds previously certified a:cd 1s~ed. 

The payme:cts are to be made a~d based upon the total Dumber of bODds 

previOUSly certified and issued, including any bonds which may have 

been purchased or cslled tor the sinki:cg fund in acoord~ce with the 

terms of the m.ortgs,~I) .. Re~crts filed with the Co=mission show that 

the CO:lPa.:c.y has redeemed ii665, 500.00 of Wester%! states GQ.s and ElectriC: 

bonds through sinking tUXl~ payments and that ~959.000.00 of We3tern 

States Gas ~d Electric Comp~y bo~ds a:e pledged to secure the paymeDt 

of $690,000 of 5-year 6i per cent collateral trust notes. I~ calcu-

lating the Sinking fund payments, both the $665,500 of bonds retired 

Cone. the $959.000 of bonds pledsed as collateral are taken into 6.ccount 

SIlO. added to tl:.6 bonds actually outstanding and in the haIlds of the 

l?ublic- On December 1, 1919 ~ the Sinking iUDd :pa~ellts under the 

'i1estern St:r.tes Gas a.Ild ElectriC mortgage s.mounted to $107,476.25. AS-

suming no additio~al bonds were certified by the trustee, a like pay~ 

:lent is due on Z7u:oe 1, 1920, mn.kiDg s. total SJl:cual payment of a.pproXi-

mately $215,000.00. APplicsnt reports that during 1919, it paid for 

siX'lking fund purposes ~28t4'T5 to the trustee-'tUlder the m.ortgage ot the 

~erieaJl River Electric Comye.:cy, which amow:t if added to the $215,OO~ .. 

!IlB.kes a.II apl?:roxim.a.te totaJ. e.Illlual s1:nkiXlg :Z'\l%ld pa.ymont of ~~243,500. 

By referring to the foregoing statement of reveXlue3 ~d expenses. it 

will oe noted that applicant, after p~~ng operatiDg expenses, taxes, 
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interest and providing for depreciation aDd uncollectible bills~ repor-

ted for lSl7~ a bal~noe of $231~158.34. for 1918 $194~117.48 and for ~. 

1919 $286,401.85. It is ~uite eVident from app1ioant t s fi~aDcial 

statements that unless the Commission permits appl1cantto refund its 

sinking fund payments to some extent thro~h the issue of prefe~red 

stock~ it will have to either stop the payment of all dividends or call 

for payment the western sta:t.es Gas s.:ad Electric Company bonds. The 

latter under existing financial conditions is, I bvlieve, impractioal 

while the former might make it impossible for applicant to secure My 

moneys through the sale of a.dctitional preferred stock, and I am~ there-

fore, of the opinion that the Commission should permit applioant to 

issue preferred stock to p8Xtia.l~y reimburse its treasury because" of 

the surplus ea.r:oings which may have been used to meet sillk1ng fUJ:la. pay-

ments or to pa.y current indebtedness incurred tor the purpose of making 

such payments. I believe, however, that on acoount ot the differenoe 

between the value of applicant's properties and its outstanding stock 

and. funded debt, the amount c:Z steck ·which a:p:plicant should be permi. t-

ted to issue tor the :purpose of refunding sinking fund parments should 

not exc oed $404 ~ 600 .00, -an amount on which the a.nnual dividend p8.l'1Ilellt 

will be approximately equal to the aDnual interest charges on the 

$550,500.00 ot bondS retired through the sin~g fund paymen~s. It 

should, however, be remembered that the permission herein granted to 

issue stock to refund Sinking fUnd payments in no way cOmmits the 
Commission to a:poliet of graIlti:ng in the future~ permission of a Simler 

nature either to appliCaDt or any other public utility. 
I herewith submit the following form of order: 

o R D E R:'; 

ilESTERN S~ATES GAS AN:!) EIEC~IC C01t:?ANY haVing a.ppl1ed 

to the Railroad CommiSSion for :permiSsion to issue $503,000.00 of its 

preferred stook, So publiC hearing hav:t:c.g been held a.nd the :aa1l:road 

Commission being of the opi:oiO:l that the money, property or labor to 
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be procured or paid tor by suoh ~ssue is reasonably reqUired for 

the ~~r~ose-or purposes specified in this order, and that the ex-

penditures for ~aditions and betterments are Dot in whole or in part 

reasonably chargeable to operating expenses or to income; 

IT IS HERSEY OP.D:E:RED that 'WES~~ STATES GAS AND 

ELEC~P.IC COtr:?,ANY be, and it is hereby, authorized to issue $603,000.00 

psr value of its 7 per oent cumulstive ~reterred stook. 

The authority herein granted is sublect to the 

following oo~ditions: 

l.--~e stock heroin authorized to be issued shal~ be sold b~ -

applioant for cash at not less than par, provided 

that applioant may expend in the sale of suoh 

stook an a~oUDt not exceeding 10 per oent of 

the par value of the stook actual~y sold. 

2.-.....:None of the stook shall be issued until applicant has 

received full pa~ent therefor. 

3.--5took in the amount ot $404,600.00, or the prooeeds ob-

ta.ined troI:l the sale thereof , shall be used by 

applicant to pay current indebtedness incurred 

to meet Sinking fund paymeDts or reimburse its 

treasury because of surplus earnings used to 

meet sinking fund payments. 

4.--ne ~roceeds obtained :from the sale of $198.,400-.00 ot 

stock shall be used by applioant to P~l for the 

construction of the extenSions, additions and 

betterments referred to in EXhi~1t wo~ attached 

to the petit10~ herein. 

5.--~estern states Gas and Electric Company shall keap such 
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record of the issue and sale Of the stock herein 

a.uthorized s.na o·f the disposition of the prooeeds 

a.s will enab1e it to file on or before the twenty-

fifth day of eaoh month a verified re~ort as required 

by the Railroad Comm1SSion t s General Order Number 24, 

which order, in so ~ar as applicable, is made a part 

of thi S ord.er. 

6.--~e authority herein granted will a:;>ply o:oly to suoh stook 

as may be issued OD or beiore ~eoember 31) 1920~ 

~o ~orogo1Dg Op1D10D and Order are hereby approved 

and ordered filed as the Opinion and Order of the Railroad COmmission 

of the state of Caliiornia. 

Dated at San Franoisco, California, this 

of March, ~920. 


