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 Decieion No. j? 3 3 .

BEPORE TEE RAIIROAD COMMISSION OF TEHE
STATE. OF CALINORRIA. .

***

In the Matter of the Application of )

COAST VALILEYS. G&S AND mﬂ mctggfg.&g.%

a corrporation, for am order au L/

the creation and issuance of proforz.-od )  Application No. 7207.
) ,
)

stock and the exchange and retirement
of present issue of preferred stock.

James F. Pollard for applicant.

BEREDICT, Comnissioner.

OPTIETOS.

In this application COAST VALZEYS GAS AND EIECTRIC
COMPARY asks pecmissio:n to issue $500 000.00 of 6 per cent. prei.'orrod
_atook. to refund outetanding p:o:orrod Btock and fipance the construsc-
tion .of' additions and betterments. '

Coast Valleys Gas and Electric Company was organized on
or about March 18, 1912, with an autharized stoock issue of 35,000,006.,'
divided into @,OC0,000.00 of comnon and 32,000,‘000.00 of 7 per éoirt.
cummlative pre:oi'réd;. AlX of the stock was isﬁuod prior to mch
23, 1912, the effective date of the mbnb Ttilities Act. Ro divi-
do:nd. haa ever Dboen pa.ﬁ oxn either olaaa of stock. |

Appliozmt 's funded debt ip the hnnia of 't:ho prblic S.a
reported at :,1,260 OO0.00, congisting o:t $1,020,000.00 of first mort-
gage 6 per cent. donds dme Marck 1, 1952, and $240, 000-00 of lo-yoar
8 per cepnt. gold notes due March 1, 1930. In a.ddition, applicant |
has deposited @60.000.00 of its first mortgage bonds to securs tb.o _
p&ymnt of its ,10-yoa.r § per cent. gold notes. Applicant’s curzont
11abilities on August 31, 1921 were lese than its current sssets.

-l -




The Railroad Commdssion in Desision No. 4847, dated
llovombea: 16, 1917 in A.pplic&t:!.on Jo. 1876, revised a.ppl:!.ca.nt‘a rates
and usod as a rate base as of June 30, 1917, the sum of ¢1,215,b45.86.
Applioant reports that sismce Junme 30, 1917, its net conatmtion X~
ponditures have totaled ,,494,305‘.74, which added to the 31,213,646.36.
makes & total of $1,707,852.10. The present value of the properties
on a reprodustion 'bas:.-s is reported -ﬁy aprlicant‘ at approximately
$2,600,000.00. ma@otmg from the $1,707,862.10 applicant’e funded
dobt of §1,260,000.00, leaves & bdalance of $447,852.10 Zor the pre-
forred stock. If a value of $2,500,000.00 18 assumed Zor the yrid-

perties, the balance for the preferred stock iz $1,240,000.00. Appli-

cant has mow outstanding §2,000,000.00 of 7 per cent. preferred stock,
on which the accumnlated unpaid dividends by the end of ‘the year will
amount to approximately Yl,?.BO, OO0.00.

Applicast has from time to time been called upon to
oxpeord relatively large amounts for comstrmetion. 7To meet the de~
mapds £or service and render proper service throughout the territory
in which it ia'o;pmting,. applicant will have to continue to expend&
considerable sums for additiops and betterments. It appears that
applicant’s étockholdors_ realized that some of the moneys necessary
for additions and betterments shonld be secured through the issue and
salo of stock. It 18 apparent that undexr applicant’s present £i-
na.nc'ia.l sot-up, it '-cannot hope to secure any Lunds 'z;'h:-'ough\ the’ sa;.o
of preferred stock, for the resson that the equity behind Buoh stook
is coneiderably less t..an the par walue o2 the stoc]: a.nd 'unpaid 260U~
mlated dividends. The record shows that applicant’s prezorroq._
stockholders have ‘agreed to return to a.pplican‘; the @2 OOG,‘OO0.00 of
outatanding proferred atock aznd to cancel their claims for nnpaid.
dividends on such stock, providod 'cne company issue to them in ex-
chapge for the stock snd the claims for unpald dividends zew 6 por
sent. preferred stock iIn the amoumnt o:t $400, 000.00.

Proceedings have been :’mitiatqd to amend applicsnt’s
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articles of incorpoz'a.tiqn, 80 as to provide for tho issue of
$5600,000.00 o2 6 per cent. cumalative p:?fez-rod stock. Of this
é.monnt. applicant asks permission to issue MO0,00Q.OQ to ite pro-
sent preferred stockholders iz oxchange Zor the i;z,boo,.ooo'.oo oL
preferred stock they now ows and thefr clsims for uppaid Adividends,
and to sell the remaining ,$100.000.00 at such price as ths Comission
may deoterxine and wse the irocoedg t0 pay Zor sdditions and bottor~
ments. |

Iz its Exhibit No. "5", applicant reparts iz some detall
the ostimated cost of additfions and betterments to plant which aze
in yrocess o comstruction or the comatruction of whichn should be

undertalken a3 scon a8 funds are available. A.ppiica.nt's Exhibit

No. ™5™ may Pe summarized as follows:

Amu.nt negcessary to complete construction work in .
TIOZLOBE, cncncsnesed 1,773.83
Zstimated cost of proposed construstion work which.is
urgent and which should be undexrtaken immedi-
ately'.-.t.O-..ﬁ........-...-‘-..........-.-.. mg 650.00
Zatinmated cost of proposed construction work
which skould be made 5if, as and when cash is
avai:nablev’C...--...0.&....-&...-......h....... %5’700.00
Zxtraordinary maintenance some oX which is charge-~
able vo operation, and some to depreciation .‘
reserve’-...t...-.-.O'-'........0.0.-..-....h“.- ZOJZSOOOO

. QQt&l, --........-..-..@97’475‘083

I am thoroughly 1in accord with applicapt +hat 'it should secwure BOwe
02 the monmey necessary to pey for its proposed cmtruction‘through-
the igsue and sale o-" sﬁock. I do not beliova, howevor, that appli-
cant’s proposed ro"’inancing plan goes far exovgk. It occu:ra to me |
that ap'olica.nt shonld refund all of its on.sta.nding stock and “br:r.ng
its capitalization in lizxo with 1ts rate ba.so Plus & proper allmnoo
for non-opera.tive income producing properties.‘

Ixzroper "’ina.ncing, carried over from tho period whon this
Commdission did not have control over the issue of stocks a.nd bonda,
has resulted in some 'u.t.‘.li'!:iea aepenaing entirely o borrowed £unds.
or earnings for moneys to pay Lfoxr additions a.nd bettemem;a. The
result bas been the payment of high Iinterest rates for loaned caps.ta:..

245




Tae Iinability 4o sell stock ig not always Que o low earnings on prop=-
rty used and useful in rendering service fo tﬁe ptblic, but frequent;
ly is caused by the fact that a large amount of stoék is outstanding
waich does no%t rest upon any real egquity. It is only'thiough refinanc~
ing and the sale of stock tkat suck conditions can be remedied. It 1is
uafortunate that theﬂCommizsion has not'aufficient power to take posi-
tive action in these matters. I anm convinced that antiquated financial
st uctures have eeriously handicanned utilities in theif rinancing and
nuve-been a cause in rendering unsatisfactory service to the public,
Tke plan uuggeated by applicant in this proceeding is in vhﬁ right di-
rection, ‘put it is su,gested that those in control cof this company cog-
'smder the refinanc.ng 0 the present ocuistanding commor svock.as‘well

s the referred.

© Applicant aske permission 4o sell its 6 per cent. cumulative

preferred stock at not less than 70, or suck o<her »rice as the Come
migsion may determine. This‘rcquest of applicant has been conside&ed,
and I do not belieQé'that it should sell its stock for less taan
$80.00 per share net. =

I herewith submit the following fomm of Order:e

CRDER

COAST VALLEYS, GAS AND ELECTRIC COMPANY having applied to the
Railrozd Commi.sion for permisesion to iszsue 3500,000. 00 of 6 pexr cent.
cunulative preferred stock, a public hearing having becn keld and the
Commnission beihg of the opinion tkat the momey, properiy or laver to
be procured or paid for by sucn issue iz reasonably required by apypli-
cart and that the exnendxtures zerein aguthorized are not in whole or

in part reasonably chargeable %¢ operating expenses or to income;




II IS EEREBY ORDERED, that COAST VAZZLEY GAS AXD
ELECTRIC commx be, and it iz hereby, suthorized to issus
5500,000.00 var velue of & per cernt. swumilative ypreferred stock.

The suthority herein granted is subject to the
Tollowing conditions:- |

1eeeQf the s*‘bock herein suthorized to be iesued, |

$400,000.00 may be Lissued Lor the yurpose of

' refunding the $2,000,000.00 of 7 per
cont. cmhtivé froferrp& stock now
outstanding, togothor witk all ¢laims
for any unpeid dividezde on said
$2,000,000.00 of preferred atock, ssid
%AO0,000.00 of stock to be issued con-
émently with or suba_equent to the

cancellation of the $2,000,000.00 of
stock. |

2.=~0f the stock herein authorized to be 1ssued,
$100 000.00 per value may be 80ld by sapplicant,
Tor cagh, Tor not less thax "uo.oo por

szare net.

Je==the proceels realizel Lrom the zale of %the

2100,000.00 of stock may be used by-applicent
Zor the purpose of fina;ncing in '_oa.:r.-t the
cost of "L’«ho additions and betterments
reported in Lkxkibit ™5™ to the extent
that such cost is propérly chargeable
to capital account under the unfform
systex of accounts _prqacribod\ by ti:.ia -
Comxission.
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4.--Coa8%t Valleys Gas and klectric Company ehall keep such
Tecord of the issue, sale and delivery of the etook

herein suthorized and of the &isposition of
The proceeds as will onable 1t to Lile on or
before the 25th day of each month & verified
roport a.s roq,nirod by the Ralilrosd COnmLésion‘ 8
Gener#l Order No. 24, whick order im so far aa
applicé.blc, is msde a part of this order.

Bew=The guthority herein granted will apply only to such
stock &g may be issued, sold and delivered on or befors

August 31, 192Z2.

The Zoregzoing Opinion and (Order are hereby spproved
and ordered filed as the Opinior and Order of the Railroad
Comnission o the State of California. |

Dated at San Prancisco, California, this j’?"j\ .

say of Iiovem‘bor, l1921.

COmisaionors. o




