Decision ¥o.

BEFORE THE RAILROLD COZdiSSION OF THE STATE OrF CALIXCRNIA

In tne Uatter of the hpplicetion of Qy';,l;Qiu“"”“
COAST COUNTIES GAS AND ILECTRIC COEPAHY,

a corporntion, for an orde“ authorizing Avplicztion No. R3664
applicant to Issue certain cshares of

stocit.

021IXIQ
Coast Cownties Gas and Zlectric Company asks the Com-
mission to enter its order authorizing applicant to issue not To

exceed 150,000 shares of the par value of 525 per share of 1ts

59 wreferred stock for the purposes herelnafter stated, and to

authorize applicant to issue 144,800 shares of common stock of
the par value of $25 oer shore in exchange for 36,200 shares of
tae par value of 8100 ver share now outstonding.

Coast Counties Gas 2nd Electric Company is engaged in
the business of distributing natwral ges, butane gas, electriclity
and water 2s a public utility. For the year ending Jume 30, 1940

£ reports pudllic utility operating revenues of $3,395,034.30
segregated as follow
Electri 81,660, _44 13
Gas 1,685,916.156
Tater 48,973-96
For tae same period it had 2 gross income of $696,735.54.

This amoun®t represents the sum avallable for the pzyment of interest,




the amortization of debt discount znd expense, the payment of
dlvidends on preferred and common stocks, 2nd surplus.

Coast Countiles Gas and Electric Company zas outstanding
$3,620,000 par value of common stock, $3,746,300 par value of 6%
first preferred stock, 52,980,000 of 4% first mortgage bonds due

- September 1, 1965 and a §R200,000 1-3/4% note due December 11, 1940.

The company!s balance sheet as of June 30, 1940 shows

assets and Lizvilities z2s follows:
ASSETS

FIXED ASSETS:
Ttility Property Plant and Equipment
Intenglibles z2nd Franchnises
Organizatlion Expenses
Construction Work in Progress

Total FTixed iscsets

OTHER PHYSICAL PROPERIY

CURRENT AND ACCRUED ASSETS:
Cash
Special Deposits
Working Fund
Notes Recelvable
Accownts Recelvable-Trade
Accownts Receivabvle-Qther
Recelvables from Associated Companies
ilaterlals and Supplies
Prevaid Taxes
Prepaid Insurance
Prepeld Expense
Total Current and Acerved

csets

DZFERRED DEBITS:
Tnamortized Debt Discomnt =2nd Expense
BExtraordinary Property Losses
Retirement Worl in Progress
Otkher Deferred Debits
Total Deferred Deblis

CAPITAL STQOCK DISCOUNT AND EXPINSE:
Discownt on Capital Stock, lst Preferred

REACQUIRED SECURITIES:
Reacquired long term Debt

Total Assets

$13,048,338.89
122,150.72
196,300.29

T15.535.175. 00

R4, 787.34

. 220,324.33
23,570e41
5,075.00
307.49
364,,23433
3,447.25
130.83

4y T92.79
369.62

& 841.871.17

& 268,685.72
141,231.36
22’003 - 86
8,986.05

S 440,906.99

257,233.00

20,000.00
$15,117,974. 40




LIABITITI®S

CAPITAL STOCK
First Preferred &% Cumulative
Comzon
Total Cazital Stock

LCNG TERM DE3T:
First Mortgage 4% Series ©B7 Bonds 1965
Lecs: Icsued but not Sold
Total Long Term Devt

CURRENT AND ACCRUED LIABILITIES:
Yotes peyable
Accownts payable
Payable to Associated Companies
Customers' Depocite
Taxes Acerued
Dividends Accrued
Interest Acerued
Other Current and Accrued Liabillltles
Acerued Pay roll
Total Current and Acerved Lizbilitles

DEFERRED CRTEDITS:
Custoners! Advances for Construction
Other Deferred Credits
Clearing Accounts
motal Deferred Credlts

RESERVES:
Depreciation
Tncollectible Accoumts
Injuries and Damages
Employees' Provident Reserve
Total Reserves

CONTRIBUTION IN AID OF CONSTRUCILION
EARNED SURPLUS
Total Liabilitles

& 3,746,300.00

. 3,620,000.0
3 7,366, 3‘0'0'.'0‘%

$ 4
-

S 3

,000,000.00
>000,000.00
.000,000.00

&  200,000.00
61,626.95
41,361.78
33,129.78

163,932.51
9,365.75
39,733.33
52,295.46
0,36

22 .

55,301.29
273.39
1 ! /-c?..
7 .

$ 3,546,332.31
11,017.28
35,678.63

s ia e

24524121
422,753.17

815,117,974 4

Cozst Counties Gas and Ziectric Company aas heretolore,

smder authorizetion from this Cozmission, issued and sold

$3,745,300 par value of its first preferred stock. Its Articles

of Incorporation provide that the ovners and bolders of such stock

are and shall be entitled to receive, when and as declared by the

0

Company?'s Board of Directors, dividends 2t the ra

te of 6% per arnpum




and no more, uwvon the par va.ue thereof. Such dividends are
cumuletive ané shall be declared and shall be either pald or
set apart for oeyment before any dividends shall be declared
or peid upon the company's common stock.

The Articles of Incorporation further provide that
any 2rd 2ll of the shares of the f{irst preferred stock may be
calleé for payment axnd redempilon oy tae company at its option,
at sny time, on the payzment to the owner and nolder of the par
value thereof plus any accrued dividends. The company has con-
cluded to aveil itself of th ivilege reserved to it by the
Articles of Incorperation and call the 6% first preferred stock
for redexption.

To obtain funds to redeem the 6% first preferred stock,
2nplicant asks permission to issue and sell at not less than 826

per chare, $150,000 of 5% first preferred stock. The company

will offer the 5% first oroferred stock to the holders of tke 6%

first oreferred stock umder two alternative plans 2s follows:

1. Tor cach share of 6% first preferred stock($l00 par
value) surrendered the stockholder shall receive
three (3) sheres of 5% preferred stock ($25 par
value) and 2 sum in cash, waich amownt will be
determined by the pubdblic offering price of the
new shares (plus the armount of acerued cividends
on the 6% first preferred stock); or

5. For each shere of &% first preferred stock ($100
sar value) surrendered and for 2 sum in cash paid
to the company, which amownt will ve determined
by the public offering »rice of tThe new saares
(less the anownt of accrued dividends wpon the
6% first preferred stock) the stockholder shall
receive four %4) sheres of the new 5% first pre-
ferred stock ($25 par value).

The offer need not be a2ccepted by any stockrelder.




The sharec of the 5% first preferred stocr which ore
not tolen by holders of applicant's 6% first preferred stock,
will be sold by applicant to wnderwriters wnder the terms, cone

itions and provisions of an wndervriting agreecment substantially
in the forz of the agrecezment filed in +this proceecding as Exhibit
D. The exact price a2t which the stock will ve sold has not vet
veen determined. It Ic dependent upon financizl conditions pre-
veiling a2t the time when the stock is offered for sale.

As compensatlon to the several wderwriters, the company
agrees to pay them 373¢ on each share of 5% first preferred stock
issued, except on stock issued Iin cxchange for 1,932 shares of
6% first preferred stock owned by Pacific Public Service Company
and new stock issued in exchenge for 6% first preferred stock
owned by customers of the company. The wmderwriters shall also
be paid 50€ on each sacre of the 5% first preferred stock which

ney purenzse.

Tne net proceeds realized from the issue of the 59 first

preferred stock will be used to redeem the 6% first preferred stock
and reimburse the 2pplicant's treasury for capital expenditures.
The company will amend its Articles of Incorporation so
as to provide for the issue of 437,463 sheres of stock naving an
aggregate par value of $13,746,300. The totel number of shares
will be divided and classified as 37,463 saecres of first preferred

stock having 2 par value of $100 each; 200,000 sheres of 5% first

nrefernad gtaalt hating o per value of 825 each; and 200,000 of

common stock having a par value of J25 cach.




As indicated, the 37,463 shares of first preferred
stock having 2 par value of $100 each will be redeemed. Shares
of common stoek in the amount of 144,800 of the par value of $25
each will be issued in exchonge for the 36,200 shares of common
stoek of 8100 ezeh now outstanding. ALl of this common stock Is
owmed by the Pacific Public Service Company. The company In Its
amended Articles of Incorporation reserves the right to redeenm
the 5% first preferred stock.

The Articles of Incorvoration in this respect provide

as follows:

nAll or any part of the 5% first preferred stock i1s sub-
ject to redemption by sa2id corperation 2t its option at
any time upon not less than thirty (30) days! notice up
to and including September 1, 1942, on tae peyment to

+he owner and holder thereof of the sum of twenty-elght
and £ifty bwdredths dollars ($28.50) per share; there-
after up to znd including September 1, 1943, on the pay-
ment of twenty-eight dollars ($28) ver share; therealter
up to and ineluding September 1, 1944, on the payment of
twenty—seven and fifty hundredths dollars ($27.50) per
share; thereafter up to and including September 1, 1945,
on the payment of twenty-seven dollers ($27) per share;
thereafter up to oxnd inclufing September L, 1946,.on the
poeyment of twenty-six and L£ifty hundredths dollars
(826.50) per share; thereafter wp to and including
September 1, 1947, on the payment of twenty-six dollars
($26) pver share; thereafter up to and including September
1, 1948, on the paoyment of twenty-Tive and £ifty hundredtis
Gollars (825.50) per share; thereafter on the payment of
the par value tnereof; together in all ca3es with acerued
and sceumulated dividends te the date of redemption on any
of scid sheres of 5% first oreferred stock so redeemed.”

As indicated in the foregoing balance sheet, Coast

Comties Gas and Zloctric Company has on its books $257,233 of

discowmt on its 6% first preferred stock. The premiuwm which 1t
will receive from the sale of the 5% first preferred stock it
proposes to credliv o capital surplus. It will then exnaunst

the capital swrplus by chorging to it the said $257,233 =nd some




of the expenses incident to the issue of the 5% first preferred

stock. The remainder of the expeanses it will amortize by charges

S0
to earned surpluns at the rate of $37,200 per zmnum. This procedure

is not in conformity with the system of zccounts prescribed by
the Commission. Applicent should file with the Cozmnlssion the
reasonc way it desires to depart from the instructions contained
in said system of accownts and its justification for suck departure.
Upon the receint thereof, we will give the matter further considera~
tion.

Apnlicant 1s redeeming Iits 6% first preferred stock bve-
czuse it desires to reduce its annuel dividend payments on its

preferred stock.

QEDER

The Commission naving considered the request ol Coast
Coumnties Gas and Zlectiric Company for nermlssion to lssue stock
and it being of the opinion that thlis is not 2 matter on waich 2
neering is necessary, that the money, »roperty or labor to e
procured or paid for by the issue of the stock hereln authorized,
is reasonably recuired for the purposes nereln indicated, that
the expenditures for such purposes arennot in wnole or irn nart
reasonably chargeable to operzting expenses or to incoume, and that
this applicotion chould be granted as nereln provided, therefore,

IT IS SEREBY ORDERED z2s follows:

1. Coast Counties Gas and Electric Company mey, after
the effective date hereof and on or before Decembver 31, 1940,
fesue Ll44,S00 shares of its common capital stock of the par value

of 425 per shere in exchange for 36,200 sheres of common steck




of the per value of $100 per share now outstanding, the basls of
exchenge being four shares of tae new stock for one shere of the
stock now outstanding.

2. Coast Comties Cas and Electric Company may, citer
the effective date nereof and prior to December 31, 1940, lscsue
and sell at not less thon $26 per share, 150,000 shares of its
5¢ first preferred stock for the purpose of redeeming or refund-
ing its outstanding 6% Tirst preferred stock and relmbursing its
treasury on accownt of income expended for capital expenditures,
sald 5% first vreferred stock may be sold to the holders of 6%
first wreferred stock or sold to waderwriters mder the terms and
conditions set forth Iin the foregoing opinion.

3. The cuthority granted by this order will beconme
effoctive waen Coost Counties Gos ané Zlectric Company has filed
with the Railrood Commission 2 certified copy of its amended

Articles of Incorporation providing for the issue of the shares

of stock authorized, a complete copy of the registration statement

£iled with the Securities and Exchange Commissioen and o copy of the
wméerwriting agreenont s exccuted.

L. Coast Counties Gas and Electric Company shall keep
such record of tne iszue, szle and delivery of the shares of stock
herein authorized and of the disposition of the proceeds a5 wil
enable it to file, on or before the 25ta day of ezch nonth, 2
verified report, as reguired by the Railroad Commission's General
Order No. 24-A, which ordexr insofar as applicable, is made & part

of this order.




Dated at San Francisco, California, this FaLday of

Septenbder, 1940.

(2 &

Conmissioners.




