
Decision No. 

BEFORE THE RAILROAD COMYuSSION OF THE STATE OF CALIFOi~IA 

In the ?l1lltter of the Applica.tion of 

~I COUNTIES. GAS A..~D ELECtRIC 
QOMPjlJ.~Y, a corpora t1on, 

) 
· · 

· · for an order authorizing app11cd.!lt } 
(1) to issue its First Mortga6C': Bonas, : 
2-3/4%, Series due 1975, ot the v~lue ) 
of not ~ore t~~ $1,250,000, (2) to sell • 
s~ch bonds up to a value of $1,250,000, ) 
and to use the proceeds for ~he pur90ses • 
~~d in the manner s?ecified i~ this ) 
applicat1on,and (3) to execute a Supple- • 
mental Indenture supplementing that ) 
cert~1n Trust Indenture, dated July 1, 1941, : 
covering certain properties to secure s~1d ) 
bonds. : 
-----------------------~ 

Application 
no. 26~89 

Felix T. S~ith, A. B. Tanner and Henry G. Hayes, 
for applicant. 

BY THE COlllI.ISSION: 

In this application, Coast Counties Gas 'and Electr1~ 

Company asks percission to iss~e at their face aco~~tplus 

accrued interest, if a.."'lY, $1,250,;000_0£ first mortgage 'bonds, _ .... - •.. -- ,-" . - .. -... ~ ..... -.-." . .,---'-" ~,~ .... --" ~-------

2-3/4%, Seri€s due 1975, for the purposes"hereinafter stated, 
.... _ .. --.....,--_ .... , .. --........ -._ ......... _ .... ,. . 

and execut¢ a s~pple~ental indenture to be dated as of Novemb~r 

1, 1945, modifying 1 ts trllst indenture" dated July 1, 1941. 

Applicant is a y~blic utility eng~ged in dis~ribu~1ng 

natural gas, butane gas; ·~lectricity and water. As of July 31, 

1945, it reports its ass~ts and li~bi11ties as follows: 

-1 



ASRETS 

Fixed:' assets • • . • .. ' .' • .'. ..' • • • .. .' • ,. " $15,,007,464.?0 
Ot:i.'ll:ty p~oper'ty p1a..'1.t and ..,' '66 ,,(1) 
. equi·pmcnt ,,', tW14,· 2,·671.,51 

Intangi,bles and frax;cp.:ises 82,465 .. 38 
Organization exper.:sc 154,,075.81 
Const!,I,'ct1on, work in: prosress 108,.251 •. 60 . , 

InvestI:l~nt· and. fund.: accounts 0' • 

sinking fund; 
Other' physica:L .property' 
Other investmerits' 

. .' . ... . . . .' 
335 7 6-:36.4,.5 

22,.009-.21 
40 l' 090 _'2~ 

. . . - . . . 
619,,195, •• 61 

Curren" and' ac'crued' assets •. .' • • 
Cas·h· , 

17~97.11 
6';'905.:00 

1,015~,OOO.OO' 
430 :1674~1'r 

7,lO;.06 

Special deposi,ts 
Working,' .fund 
Temporary' cash inv~stt:lE:nts ' 
Accounts receivable - trade 
Accounts receivable - other 
Interest and div:Ldends 

receivable 
Material and supplies 
Prepaid taxes 
Prepaid 1nsurt.nce 
Prepaid exp'ense 

Deferred debits •••••••• 
On~ortized debt discount and 

expense 
Extraordinary property los'ses, 
Retir'ement work in progres's 
Other work in progress 
Other deferred debits 

Total Assets 

'(1) 

1:3',571.40 
192,:609'.44 
16,8'50 .. 19' 
10, 710".·6) 

2,Z.3'6 .. 21 

. . . . . ~ . 

Includes t·he followi."lg runollonts: 

Eiectric, plant 
Go.s plant. 
Wat'er pl.ant'· . 
Comoon util1t~ plant 
AC'qu1sition adjustment 

-2 

$6,643,627 .. .31 
6,424 7 276.79 

16.3,146.95 
543-;602.69 
888., 0:t7 .. 71 

39-7 :1 7:3 5.90 

2".3'32,260·.82 

368',2.98.24 

. .... 

jJ&'. i05\ 759.26 



. e • 
LIABILITIES, 

Common capi till, stock·,. .• .,"'" ........ , ... . - III ••• 

First, preferred capital stock, 
5% cumula tJ. ve' ..... , .. ,,, " ........ '.. .. "'...........,, 3,750,000" 00 

... ~~ First, ,mor.'tgage bonds I' , 34'JV'" 
due ,1971:.,. .. " .. ..... .." .. .. .. .' ..... ' .• 4.-. 

Current and accrl:led"~11ab11itit:s 
Accouitts '"p!l.yable 
Payable toassociateo. . 

companies 
CU5Itomers' -deposits 
Taxes 'accrued 
Inter~st. aee.,rued ' 
Other, current and· accrue'd . 

1i,ab11i ties, 

. .... ..... . . 
$', 69:,2.38.j4· 

201,661.50 . 
32,616.00 i 

79'1.)."978.13, . 
9 ",,100 ~OO: ' 

44;29'8.'56 " 

Deferredcr-edi ts .. .. .. '. .. "..... .. • 
'Customez:s ~ advances for.,' 

.. . . .... 

con-struct1on· 
Other ,defer:e'€d , credits 
Cfear1:lg accounts. . 
Onamortized, premium',on debt" 

Reserves .. .. _ ,_ • ,. .. " .. '. • • t., '. • .. ". .. f. • 
DepreCiation 
ancol~~ctib~e: acco~~ts ' 
Inj uries ,and damage,s, 
Employees' prov1e-ent'l'eserv€.' 
Divid~n~s 

Contr1bu~ions in ,aid of construction 

Earn,ed Surplus .. .. .. . . .. . . - . . . 
Total,Liabi~1tics 

.. .. .. .. 
. .. .. . '. 

46,715'.06 " 

474:,-344'.12-

.181105';:759 .. 26 ,. 

For :the twe-lve;months ending, July: 31i' 1945.,:·· applicant 

reports· earnings and ,expenses as follows:" 
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e 
Operating revenues 

Operating expense 
Maintenance .expense 
Depreciation 
Federal income and excess profits t~~es 
Other taxes . 

Tot~l operating revenue deductions 
Net operating revenues 
Other income:· 

Tan..\t gas 
Interest revenues 
Non-operating revenue deductions (debit) 

, . . Total other income 

Gros's 1ncome 
Income deductiOns: 

Interest on long term debt 
Amortization debt discount and expense 
Amortization 6f premium on debt (credit) 
Other interest 
Miscellaneous income deductions 

Total income deductions 
Net income to s·urplus 
Dividends - preferred stock 
Balance available for common divideno.s 

• 

1,309.73 
13,835.29 

. 1~0.31 
14.9 4.71 

857,231.01 

110,242.71 
16,020.00 
4,358 .. )7 
1,769.15 

129.267:51 
252.941.00 
604,290.01 
187.500·90 i" 416,·790.01 

The testimony shows that applicant's officers have con-

sidered several plans to take advantage of the lower c.~st of 

money and to use certain surplus funds that it has in its 

treasUry. They considered the refundL~g of its outstanding 5% 
preferred stock through the issue of a 4% preferred .stock, the 

refunding' of the o'utstanding bonds tr~ough the issue of bonds 

bearing interest at less than 3:% per an.."l.UIn, and the .. iscue of 

additional bonds to redeem ~pproXimately one-half of applicant's 
outstanding 5% prE:ferred stock. They c.oncl:.lded that th~ maxim1ltl 

savL"l.gs to applicant could be effected throu&h the rede~ption of 

about one-half of its outste.nciing 5%, preferred stock and 

p~rtio.l1Y finance. ~uch redemption through the issue o~ Sl,"250, 000 

of 2-3/4% bonds. 

J:.., •• :~ -"+ . 



Appllc-antT's Articles of Inc-orporation pl'ov~d~ ~hut it 

may, at its option, x-edeeI:l :.:.11 or n.ny part' of ~ts 59; ~ir~t p~e­
ferred stock at any time, upon not less t~n 'thirty d~ys' ~~~~ce 

to, the stockholder$. rhe shares of preferred stock~ hav1?g u 

par' value of $25, are nov: rc'cc:'emable a~ $,26 .. 50 per shax:e and 

accrued d1v!.d:ends. The no'ticeof reo.emo:tion tlU,st be given by 

:::18.il to the holders of the stock 'and must o..lso be p~bllsh~d in 

a newspape'r of gerie:ral circtll~~tion published in the .Ci,ty ond 

County of San -Fra."1cisco onccD. wer:k ·for ~t lei.st' thir~y days 

pr±'orto 'the d~te :f:txedfor Tedempt,ion.. ,Appl.ica:qt '1nt~nds .-to . . 
I ' 

redeem appro):imatol.y· o!'l.e~hIl1f ,of '1 ts o.uts.t~"lC!ing preferree ~~oclt 

on' December 15, 19,45.. :The. stock will be re,dceme.d rat;;,.bly, but 

it' 'l5 'not "cpnte:nplated t~t "any .'fractio,!lal sh~:,e:s' wi~l be 

. i's'sued. StockrJ.olci.ers will' be ~llowcd' to: retain ttl0 odd, sh.lre 

of stoek • 

. Applicant estiI:l~tes that it, will. ho.ve to' sp,end. abol:lt 

$2,004,'500' tal ',rt?deem approxir.la tely c:le~half of its -5% preferred 

stoqk~ zC'gregatcd as follows: 

Par val:.l€ of: 's tock 
Redem'ption.· premium 
ps.y expenses, ,about 

I Tot~l 

$1,'e,75,000 
. l,12, 5,00 
. 17.00Q 
,." ' ••••• j 

'To "-€ff'E:cttl:iS 'rcdeI:lption,applic~t 'proposes .. to ,~sc C\bout 

~755','OOO ·of:1.ts 'surplu!:' funds ,anc. ·is.sue ,and. scll ,$1,250,"000 "of " , 

first ril6rtg~:~e 'bonds,; 2-3/4%, S~r.ics. due 19,75 . 

. Applic:rnt:,b.as·,outstandi."lg $3;.3,60,000, o~ ~irst,mortgage 

. bonds, <3t%; . C:ue --:!::9n. ,: The, bonds are ovmed ,by MuttUl~ :Life 
. 
. ' Ins.urance 'Co:'lpany"ot' New York and, by ,John, Hancoek ,Mutual: Life 

; ~.' .. 
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• 
Insurance Company.· The evidence shows that appl~cant might have. 

, . 
been able to sell bonds c'n a 2.9% basis to raise sufficient . 
funds to rede.em the outstancl1~g bonds and about one-half of its 

outstandL"lg 'preferred stock. That procedure would have resulted 

in appl~cant' s outstanding bonds being ~4, 800', 000 as cOtl.pared 

with $4,610,000 if' it now issues $1,250,000. Moreover, the 

prese~t o,wners of the oonds; who have 'agreed to purchaie t:.f:l.e 

$1~256,ooo of' 2-')/4% "oo~ds at par ando.ccrued ·iri.terest; if ar;1.'7~ 
• I .' 

have also agreed to 0...'1. amendnicn t to applicdnt t s tr ust ind.en ture 

securing the payz:ent of the outsta."lding bonds, which o.menCtment 

reduc,es the annual payrilent i.."lto· a renewal fund from Do."l amount 

equal to 12}% of ap,p11cant' s. operating revecues to aJ.1 amo·ur..t 

equa.l to appl1cant f s depreci&t1on accrlXals. 'Ih1s cha."lge re-
, . . . 

du.ces,. the annual payment to. the trust.ee 'by, approx1mate!1 $200.,.000 .. 
, . 

The p~o,posed refinan~1,%lg will resu-lt,in. a reduction in the over-
.' , 

a~l cap1 t.a11za ti,on .of applicant ,. s properties, by $625.,.000, or-

trom $10,.730,000 to O:tO ,.105".000. 'Xhe bmlu:/l.l interest. chC\!' g;(; s: 

vlill be increased ·by. $}4".J:.75, or from~110,.242·-71 to $144,,6.1.7-' .. 71,. 

wh.1~e t,he. annu.al dxvd:c.ends· on th.e preferred. s.t,ock wm be re- , 

duC'€!d :Crom $18,7',500: to about $93',750" the r eo.uct1on ap.p-roximatfrlg' 

~.9.31,.750'~ . . lhe net an,nual savings aI:lount. to, a bout $5.8~;,.375.· 

, Ord1n~rily,. we do not look w1'th. fav:or upon' the' :tssu·e of' 

. b~nd.s; to, r'edeem: pre.f.erred stock •. However,. applicant's. capital1'-

za:t,i-on. i:s such ~hat. the issue of adcii,t.fonal bonds wIll;. not re-' 
sul:t. in an, excess.iv~ amou."lt, of bonds olltsta."ld1ng·... Tlris is shown, 

by' the following s:egregat1:on. of. app11cant'!s, present and proposed. 

ctrpi.t:aliza ti:on':: 
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Bo.'1.ds 
Prei'erreci. stock 
COr:u:lon stock 

, 
Presen't Proposed 

46% 
l~~ . 
36% 

The.' expenses incidcnt'to'the izsue or the 'bonds and 

rede~ption of the. stock are estimated at ~171000.· Such expenses~ 

as well as the premium which applicant oust pay upon the redemp-

tion of its ?referrcd stock, will be charged to account 414--
',' 

Miscellaneous .Debits tp Surplus. 

A publiC hearing having been held on the abOV0 entitled 

"-'OT.llication before Examiner Fi.nk~user. Md the Cot:U!lission . . . 
having co~sidered the evidence submitted at such he~ring a~d' it 
being, of' the opinion that the l:1oney 7' property or 'labot- to be 

pr.ocu:-ec or paid for by the 1,zsue of ~1.?:250,OOC of" first mOl .. t'~ 

gage bonds, 2-3/4% seri~s ~ue 1975, by Coast Co~~ties Gas and . 
Electric Com?a..l"lY is reasonably required by seo1d, Coast COlmt1:es 

Gas and Electric Cot'lpany ror~ th0 'purpose herein st~ted, that the 
" , 

expend1 tures for said, purpose ar.e not, in whole or '. in. Pl:.~t, 

N:!asonably cbarg~.:Lble to operc.ting expenses or to income~and 

tb,a;t, this application sr.ould ,be granted as herein" provided? 

therefore" 

IT IS EEP~BY ORDERED. as follows: 

1. Coast;Count1es Gas and ElectriC Company may, 'ar;ter~' 
, .' 

the, eff€::ct!;vc d~.te hereof and, prior to December 31, 1945', , 

execllte a supplemt!ntal,::L"lcienture 1n~ or substantially in,ttie 
, , 

same. form as 'thesupplement~l indenture f,11ed in this proceeding 
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as Exhibit TTl TT • 

2. Coast Counties Gas and. Elec.tr.ic Company. may" af'ter. . . . ..... . . " ... - .. ,. 

the ei',fecti v~ date hereo,f and on 9r before D~e.emoor ;1, 1945, 
•• • • ~ .,' , , ,... ~ : - • ,." '.... ~. ..," ,f ,'. 

issue and sell at not less than their face amount plus 1nterest" 
• " '" , .. •• t I "'. ~, '.. ,. 

if anY, $1, ?59 ~ o~O of ~~rst mortgage bo~¢.s~ ·2-.3/4%. serie~ ~UE:, ' 

19,75~ 

. :3. 'Coast Counties Ga~ ~q ~~ect~i~ ~o~p~~_~ ,.Sba~l use 

the pr.oceeds ~ealiz~d through the issue and ~a1e of. said - I,.. . ,....... 

" . 

$1,250.,000 of first tlor.tgagc bends, Z7~/4% series du~ 1n '19'5','-. . . . .. , . . - ... " , .. , . 
to re~eem in part its outstanding f.irst pre!erred 5% cumulative 

• • •. • • . • .. • '. .' •• ' . I' , ,'~' • 4 • 

stock .. The accrued interest, if aIlY" ma.y, be used for general .. ' .. , .' '. .' ". 

corporate purp9ses ., 
. .- . '." ',' 

~: The a~thor~~y hcre~n grant~d ~~1~ become ef~0ctiv~' 

w~~n Co~st Cp~"lties G~s' a~c; E~ectr~c C?mpar;Y b.a~ ~i~ the .~.~{: 

prescribe.a by ~ect1pn 57 of 1;n€: PubliC q~il~~1~S AC~~ :vh1ch fe~ 

is One Thousand One H~~dred ~nd Twenty-five ($1,125;00) . Collars. 
'. • • or, ' " • ','" '.' •• '. 

5 •. Yfithin ninety (90) days af:t;er the ,issueancl sale 
• It. • ." ." -. • , '. 

of ~a~d $1,~50,000 of bonas, Coast Counties G:as ~d, E1,ect;ric 
. .' .. I' ' .. ,'O .... .1. 

CO!=lpany shall file with the Railroad Commission a rep,ort s':"lowing 
• • __ • '. • • • 0" _...,." • "or - I 

~ne price a~ wr~ch it sold z~id bonds, to whom $aid bonds were 
.. .... .,. I,. • '.'. .• '. I " 

sold, and the 'Pur1'os.e for which it.c:xP,cncl.ed ~he proceeds}~ aI'.Ld . . ' ,. . . ". . ~ . .', . 
two certified cop~es o~ the ~upplementa~ 1nde~~ure eX,e,c,u:t:ed .~der 

the <luthori ~y t,J.ere~~ .gracted. 

78 
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Dated a.~ •• i£4tt!~ California, this ;(t,~ay 
of October? 1945. , .' 

~.' . ' .... 

CoI:U:li s10ners 
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