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Decision No. CoWESHE

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFOANIA
In the Matter of the Application of :

COAS NTIES .GAS AND ELECIRI @f%
COMPARY, & corporation, S

-

for an order zuthorizing applicant

(1) to issue its First Mortguege Bonds,
2-3/4%, Series due 1975, oi the vzlue

of not more than $£1,250,000, (2) to sell
such bonds up to & value of $1,250,000,
and to use the proceeds for the purposes
and in the manner specified ia this
application, and (3) to execute a Supple-
mental Indenture supplementing that
certain Trust Indenture, dated July 1, 1941,
covering certain properties to secure suldd

Application
No. 26989

L/cc el NS e Nl e N e

Felix 7. Smith, A. B. Tanner and Henry G. Hayes,
for applicant.

BY THE COLMISSION:

QRINIQN

In this application, Coast Counties Gas and Electric

Company asks perumission to issue at their face amount plus

accrued interest, 1f any, $1,250,000 of firnggggpgage tonds,

2-3/4%, Series due 1975, for the purposes hereinafter stated,

anéd execute a supplezental indenture to be dated as of November

L 1945, modifying its trust 'qdenture'dated July 1, 1941.

Applicant ic a public utility engaged in distributing
natural gas, butane gas, electricity and water. As of July 31,

1945, 1t reports its assets and liabilities as follows:

-1
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SRSRIS

FAXEE ASSCES « o o o v o v s s e o o 4w ow s oo 9= $15,007,464.30
Jtility property plant and ) (1) ’
eguipment $14, 662 67L.51
Intangibles and franch_ses 82,465¢38
Organization expense 154,075.81
Construction. work in’ progres 108,251.60

Investment'and fUNd ZCCOUBES « « v o o w o o o o 397,735.90
Sinking fund :35 636.45
Other physical property 22,00%.21
Other investments 40, OGO 24

Current and’ acerued ASSEES « o « o« - - » « = o o 2,332,260.82
Cash' . 619 195,61
Special deposits 17,397 11
Working fund 6,905.00
Temporary cash investments ;,015,000 o0
Accounts receivable - trade 4,0 67417
Accounts receivable - other 75105.06
Interest and dividends

receivable 13,577.40
Material and supplies 192,609.44
Prepaid taxes 16 850.19
Prepaid insurance : 10, 730 .63
Prepaid expense 2, *236.21

Deferred GeBALS & o v o v o = o ¢ o o s o v o = 368,298.24
Unamortized debt discount and ' ‘
expense 321,735 4k,
Extraordinary property losses. 22,455.85
Retirement work in progress 3,012.91
Other work in progress 2,951.72
Other deferred dcbhbits 18,142.32

" Total Assets

m

Includes the following amountss

Electrice plant $6,643,627.37
Gas plant 6, 3Rl 5 276.79
Water plant - 163 146.95
Comrmon utility plant 543,602 69
Acquisition adjustment 888%,0x7.71
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LIARILITIES

Commonrcapital-stock;... e eie eretereren cer e $3,620,000.00

First. preferred capital stock,
5% CUmULATIVE: .o v s o ereinia-o scaievan 3,750,000.00

First mortgage bonds, .33%. _ .
U 1971 « ¢ 4 ain wee o na eieceiais acete 35360,000.00

Current and accrued-liabilities . ... o¢.c. - . 1,149,892.73.
Accounts payable $. 69 238.54"
Payable to associated .
companies 201,661.50
Customers!' ‘deposits 32, 7616.00 -
Taxes accrued 792,978 13
Interest acerued 9,100.00"
Other current and:accrued.
liabilitles. :

Deferred credits N . 181,677.02°
Customers® advances for
construction. 67,677.58
Other deferred credits 652¢68+
Clearing accounts. 1,455.19 "
Unamortized premium. on debt - 111,887.17 °

RESEIVES v v o o = o o o o o o« o 1n - - 5,523,130.33 -
Depreciation ' 5,,66 066 68 .
Uncollectible accounta( 27,783.37
InJurics and damages . 50, 921 30
Employees'! provident reserve. 54491648
Dividends 23,437.50

Contributions in aid of construction . « . . . . 46,715.06"
Earngd Surplus « ¢ 4 ¢ 0 a0 . - : 4743340412

Total Liabilities - © $18,105.759.26 ..

For the twelve.months ending July: 31, 1945, applicant

reports. earnings and .expenses as follows: "
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Operating revenues

Operating expense
Maintenance expense
Depreciation .
Federal income and exces s'profits taxes
Other taxes

Total operating revenue deductions
Net operating revenues

Other income:
Tank gas
Interest revenues
Non-operating revende deductions (debit)
. Total other income

Gross income

Income deductions:
Interest on long term debt

Amortization debt discount and expense
Amortization of premium on debt (eredit)
Other interest

$6,463,122.66
4,316,997.60 .

111.235.05
398,433.74
%84,300. og*
0. 856
52 26630

1,309.73
131835529
77718031
T 71
857,231.01
110,242.71
16,020.00

4 358.37
1,769.15

Miscellaneous income deductions lZQ.ZéZ 61

_ Total income deductions _252,941.00

Net income to surplus 604,290.01
ividends - preferred stock . 187,500.00
Balance available for common dzv;denas g 416,790.01

The testimony shows that applicant's officers have con-

sidered several plans to take advantage of the lower cost of
money and to use certain surplus fundb thdt it has in its
treasury They considered the refunding of its outstancing 5%
oreferred stock through the issue of a 4% preferrcd stock, the
refunding of the oﬁﬁstanding bonds through the issue of bonds
oearing interest at less than 34% per annum, and the issue of
additional bonds to redeenm approximateiy one-half of applicgnt's
out*tanding 5% preférred stock. They concluded that the maximum
savings to appllcant could be effected through the redemption of
about one-half of its outstanding 5% preferred stock and
~ partizlly finance. such redemption through the issue of §1,250,000

of 2-3/4% bonds.
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Applicant’s Articles of Incorpération provide that it
ma¥y, at its option, redeem «ll or any part of its 5%\?ir$t pre-
ferred stock et any time, upon not less then thirty days! notice
to. the stocknolders. The shares of preferred stock, having o
par value of 325, are now rcceemable at $26.50 per sﬁare and
acerded dividends. The notice of redemption must be given by
mail to tne holders of the stock and must olso be published in -
a newspaper of gereral circulation pUDllShuQ _n the .City and
County of San -Francisco once'a week -for at +eusu tni:gy days
orior to ‘the dute fixed for redemption. .Applicant intends to
'redecm apprcximatoly one-nzlf .of ‘its outqtunc-“g preferre_ gpqck
on December 15, 1945. :The stock will be redcemed ratably, but
1{ is not”cpnteﬁplated that ‘any Tractional shares' will be
is3ued. Stockholders will-be allowed to retain the odd share

of stock.

'Applicant estimates that it will have to' spend about
w4,004,500 to’ redeen approximately cne-half of its 5% preferred
stock, segregated as follows:

Par value of 'stock - $1,875,000

- Redemption. premlum 112 500

Pay expenses, .about . -;Z!QQQ
. Total *'$2,004,500

To offect this redemption, applicant proposes to use about

| 755,000 ‘of 4ts surpluc funds.and ‘issue and sell $1,250,000 0f

* first mortgaze ‘vonds, 2-3/4%, Series due L975.

© Applicant has .outstanding $3,360,000 of first.mortgage

‘bonds, *33%, due ‘YS7..! The.bonds are ovned by Mutual Life

" Insurance Coupany of New York and by John Hancock Mutual Life
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Insurance Company.: The evidence ;hpws thaﬁ applicant might have
been able to sell bonds on a 2.9% vasis to raise sufficient

funds to‘redeem the outStanding bonds aﬁd abouﬁ ong-half of its
outstanding-preferred stock. That procedure would have reéulted
in applicant's qutstanding bonds being 34,800;000 as compared
with 34,610,000 if it now issues $1,250,000. Moreover, the
 present owners of the bonds, who have agféed to‘purthaée the
$2,250,000 of 2-3/4% bonds at par and accruéd intérest, if any,
have'élso'agreed to an améhdﬁént to applicantts traust indenturé
securing the payment of the outstanding bonds, which amendment
reduces the annual payment into a renmewal fund from an amount
cqual to 123% of applicant's operating revenues to an amonunt

equal to applicant’s depreciétion aceruals. This change re-
dupes,the annual paynent to the trustee by approximateiy‘$200,000;
rhe\prqposed refinancing will result in a redu&tion.in~the over-
all capitallization of applicant's properties by 625,000, cr

from $io,7so;ooo to $10,105,000. The annual Interest charges
will be increased by $34,375, or from $X10,242.7L to $Lik,617. 7L,
while‘the‘annual dividends on tihe preferred. stock wilk be re-
duced from $187,500: to about £93,750, the r eduction approximating .
393,750., . The net annual savings amount to about $58,375..

" Ordinarily, we do rnot look with. favor dpoﬁ‘thé'issue of
- bonds; to- redeen: preferred stoex.. However,. applicuntts capitali-
zation, is' such that the issue of additional bonds will not re-
sult in an excessive amouht.of bonds outstanding.. This is shown
by the following segregatlon, of applicantV¥s present anc. proposed.

capitalization::
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Present Proposed

Bands T 31.2% 46%
Preferred stock '34.1% 18%
Common stock 34.7” 36%

The expenses incident to ‘the issue of the bonds and
redemption of the stock are estimated at 817 OOO. Such expenses,
as well as the premium-whlch upplicdnt rust pay upon the redemp-
tion of its preferred stock,vwill be charged to account 4147-_

Miscellaneous Debits tp Surplus.

QRLER

A public hearing heving been held on the above entitled
aoolication before Examiner Fankhauser, and the Commission '
hgving considered the evidence sudbmitted at su;h heaying and’ it
pging_or the opin ion that the money, property or: labor to be
procurel or paid for by the issue of »1,250,000 of first mort-
gage bonds, 2-~3/4% series Gue 1975, by Coast Counties Gss and
Electric Company is reasonub;y reguired by sald Coast Counuies
Gas and Electric Conmpany 1r‘c>r the ‘purpose herein ,tated that the
expenditures for said purpese are not, in whole or- ‘in purt '
'reasondbly chargeable to ooeruting expenses cr to incowme, and
t;at.this application should.be granted as‘herein=provided,

trerefore,

I7 IS EEREBY ORDERED. as follows:

1. Coast.Counties Gas and Electric Company may, aftex’
_the efrcct*ve date nereof and,prior to Deceémber 31,‘1945,»
execute a supplementa indenture in, or substantially 1n,vthé

same-. form as the supplerental indenture filed in this proceecding

B}
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as Exhibit "ln,

A AL ot

2. Coast Countics Gas and Electric Company may, after
the effective date hereof and on or beforg Decembcr 31 1945,
issue and sell at not less than thelr face amount plus 1nterest
15 any, $1,250,000 of first mortgage bonds, 2-3/4% series due
1975.

‘3. -Coast Counties Gas and Electrip Company shall usé
the proceeds realized through the issue dnd sale of said
31{250,000 of first mortgage bends, 2-3/4% sc“ies due in 1975, -
to redeex in part its outstanding first preferred 5? cumulative
stock. The acerued interest, if any, may be used for general

corporate purposes..

4. The authorigy herein granted will become effective
when Coast Counties Gas and Electric Company kas pgid #he‘?ee
prescribed by Section 57 of the Public Utilities Acp?'which'gee -
is One Thousand One Hundred wné Twenty=five ($1,125:00) Dollaxs.

5. . Within ninety (90) days after :he‘issge'and sale

of said £1,250,000 of bonds, Coast Counties Gas and Electric
Company shall file with the Rallroad Commissiocn a ;epQ;t showing
the price at which it sold szid bornds, to whom sé;d bonds were
sold, and the purpose for which it cxpended the procegdsx ﬁ@g
two certified copies of the cupdlemental indenture gxepp;ed énder

the authority herein granted.
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Dated amﬁw Califernia, thi.s gé.“»""‘day

of October, 1945.

Conmi ¥sioners

i TAILROAD COMMISEICN
BTATE OF CALITOMMIA

Sy

TCT 2€ 1845
L™ 2L

-
-

SRR S IETANY.




