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Decisj.or. N040275 

BEFORE THE POBLIC UTILITIES COii1?:I8SION OF TEE STATE ort CAJ ... !FOPJ.'l:P, 

In the Matter of the Application of 

CO/\ST COUNTIES GAS ANt ELECTRIC 
CO~~l, a corpo~ation, 

for Dn o:-cler, unde:- Section 52(0) of 
the Public Utilities.Act, authorizing 

. the' issue of shares of Prefer~ed 
Stock. - - - - - - - - - - - - - - - - - - ~ -

) 

) 

Pillsbury, M~discn andSutro, by 
Hug,h Fullerton, ~'B. Snycer, ar.d 
l. K. HOTton, for tpplic~nt. 

R. E. Mittelstaedt, Co~1ssio~er 
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Applica.tion 
No. 28351 

!n this a~oplic3tion, Cc~st Ccu.."1tfes Gas anel ElectriC 

Company 'nsks perrniss~on to issue for the purposes hereinafter 

St2tCa, 140,000 sh~:-es OJ." its Series A ~,% Preferred Stock 01' the 

pOor v~luc of $25.00 a share ~nd for an order exe:mpt1ng the s~ock 

issue from the order in DeciSion ~o. 38614, d~t~Jcn~ary 1;, 1946, 
't.'hich order reo .. u1res publ!.c utili t.ies to invite ·p1.1bli'cly, written 

sealed bids for the purchase of certain of theil'::.securities., 

Coast Cou."'lties Gas ~ncJ Electric COI.1,sny, ~ereinarti'~r 

sometime:: referred to a.s Applicent, is a Californi:l corporation 

engaged in the business of distri'cut1ng electricity and nat'urD.l 

ane. but'3.ne gas and selling ~;:3t~r w'ithinthe State of California as 

El¢ctr1c Cepertoent 
Gasdel);.rtr:.ent 
Water dep~rtr:lent 
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For the 7eor 1946, Applicant reports its net income, 
that is the amount s\·o.i1a"cle for the pa,y-:nent .of dividends .:nc. 
surplus at $609,495.71. 'During the,year it paid dividends, on its 

Preferred Stock in the amount of $93,750 and on its Common Stock 
in the acount of $289,600. Its accumulated earned surplus as of 
December 31, 1946 was reported at $4g1,527.37. 

As of Februa.ry- 28, J.947, Applic~nt reports its assets 
znd liabilities ss ro11o~s: 

ASSETS 

Fixed assets: 
Utili ty plar.:t Ilne eo..uip:nen.t 
Intangibles and fra.nchises 
Organization expense 
Construction ~ork in progress 

Total fixed assets , 

In7estment a~d fund acco~~ts: 
Sinking fund 
Other p~vs1ca1 property 
Tank gos equ1poent 
Contra Costa p~ving bond 
U. S. 2% treasury bonds 

T~ta1 invest~ent$ ar!c fund accounts 
Current ~nd accrued assets: 

Cash 
Special ~epos1ts 
Accou.~ts receivable 
Interest & dividends receivable 
:..1ste·r+al~ ~.nd· supplies' ' 
PrepaY!llents 

Toto-l current ?nd accrued as-~ets 
Dcfe~r~d debits: 

Unc.mort1zee debt discount and expense 
Retirement work in progress 
Other work in ,progress 
Other deferree debits 

Total deferred debits 

Total assets 
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$16,945,500.59 
23,711.86 

'154,075.81 
g55, 5g1~99' 

$17 7 78,870.25 

750.00. 
15·,085:'60 
7,054.38 

400.00' 
g7,7~0.17 
1,0 6.15 

460,652'.1:3 
1:2,665.08· . 

830,92'7.37' . 
156.2'5 

5l1,702~11 
125,444 .. 8'7 

1,9/+1,547.81 



LIABILITIES 
C2.nital stocl(! 

5% first preferred cumul~t~ve 
COl'!ll':lOn ' 

Total capital stock 

Long-te'J"m debt: 
F'1rst mortgcge oonds- 3t% cue 1971 
First mo=tgage bonds- 2-~/4% due 1975 

Tot~l long-term debt 

Current nnd accruec 1i~oi11ties: 
Notes payable 
Accounts pay~ble 
Paya.'ole to associa ted comp~cies 
Dividends declared 
Customers' de~os1ts 
Accrued t2.xes 
Accrued ir.terest 
Other current ~d accruec lia~ilities 

Toto1 current &nd ~ccrued liabilities 
Def~rred cr~dits: 

Customers adv.:lnces 1'or COllstruction 
Other deferred credits 
Clearing accounts 
Unamortizee prec1um on debt 

Total deferred credits 
Res(-~'r'ves : 

Depreciation 
Uncollectible ~ccounts 
Inj~ries and demages 

Tote,l reserves 

Contributions in aid of const~Jction: 

Es.rned surplus 
Tot~l surplus 

Total li~bilitics 

f,l,87S ,000 ~OO 
3,620,000.00 
5, '*95 , ooo'~ 00. ' 

:~. 

3,325,-000.00 
:2,132,OO..Q.:..QQ; 
5.457,000.00 

600,000.00 
179",456,.04 
3L~8,,103,.OO 
95,837 .. 50.' 
27,135.50-

679,6-54.1; 
.37,55;~ 75-
28,718.80> 

1.996, /t58 .72 

138,141.23 
7,358.47 

~69.16 
103.957.38' , 

. 24·9.726.24 

6,041,699~82 
37,332~94 
57 , 52'~ ~ 71' 

6,136,556.47' 

69,;40.19 
582 , 963~; 35 
582,963.35, 

$19,987,244.97 

The utili ty '~lunt me. equipment reportee at 

S16,945,500.29'i:o.c::'udes $891,517.91 cesignatec. by Applicant in its 

1946 annual repo:rt CiS !TOt11i tjr pl;:.nt acquiSition aC,justments." 

Applica.''lt has outst~eine 75,000 shares ($1,875,000 par 
vn1ue) of 5% F'irst Preferred Stcc:':. This stock was issued in 1940 

to retire or redeem 6% First Preferred Stock. The 5% ,First 
Preferreo Stock is now ,'1.t Applics.lt' s option, on net less than 30 

e~!ys notice redee:nDb1e at $26 ,er sMire plus accrued eividendsa 
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It 1$ Applic~nt'$ intention as soon as its registration st~temcnt 

is declared e~fectivc by the Securities ~nd .Exch~nge Co~~1ssion to 

offe::: the hol<.~erz of its preserJ.tly outstanding 75,000 shares of" 

5% First Preferred Stock the oppor~unity to exchsnge said'stock 

on the basis of Applicant's Series A 4% Preferred Stockior each 
s.h~.re of outst(;!n(~ing 5% First Preferred Stock ,,';ith s. c:.;lsh :?cjust-

men';; to sh:?reholc~rs fo':' accruec di..,"1denc.s. The excha.'''lgc offer 

will ret:1ain open i'or a. period. cf 21 da:rs. S'.lch shares of the 

Series A 4% Preferred Stock :?$ o.re not exchf'~r::cd for the 5% First 

Preferrec Stock plus 65,000 acd1tiona1 sh~res of Series A 4% 
Preferred Stock ~':111 be sold tc Dean Witter &Co. onel other 

Uncer'lrri tors. Thf; tcstimor..y 5t.O';S tr.c.t they \,;i11 be p~io. 37'}¢ 

per sha.l.'c on that portion of the 75,000 stJ.:'.res of Series ,A 4'7,; 

Prefer!':'~c: Stock exch~ngec ~nd 50¢ p~r sh:;rc on 0.11 snsres of Series 

A .~f.., Preferred Stock sole. by App_lic~nt to the ·Undcrv!!'i terse . The 

Unc~er';'lriters :;rc cO:''lI'':'litt·;:c:., subj<:ct to certain conc1itions, to 

pO-y Applicant $25.50 per :l"l~re for ~;ll sh.?res unexcb:mged, r~g:srd

less of cC3nges in marl{et co;c';1 tions ~'ihile the ex,chonge, offer 1s 

outst:;nc.ing. The Series A 4% Preferreo Stock will ·be initially 

offered to the public c t $26 I)er sh~ l'e. or en A .3.85% yield basj,s. 

Ap,licant is :interested in obtaining as l~.rge on e'xchenge of stock 

a,s -possible. The UnC:.erwri ters agree to :olicit present sl:'..a,re-
, 

holc.t:rs during the exchange peri(:>d to excb::J:.'lge t~eir stock, o.ssist 

Applicant in prcp3ring the r.c~istr~ticn statc!!lent ar..o. the prospec-

tus anc endeavor to sell in App11c~!tt s territory as much of the 

new stock .os pos::ib1e. More than h:~lf of Ap~licant's sh~reho1cers . 

o'.-ming about 1/.3 of its out~tcr..c~1ne 5~~ Firzt Pretr:rrco Stocl< reside 

in th~ territory serve~ by Al'pl:'cE'r:.t. Applic~L'lt is cf the cpinion 

tr,l,(~t it is to :i. tz ~cv2nt~bC: to h~·~<: as lU";.ny sh~!'es of :.ts Seri es A 

4% Prei'erred Stock ~.s possiolc, c~,,=ch~nged or scla. to' residents in 
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• 
it~ service ~ren. It is fe~rful tf.k~t because of th~ r~lat1ve 

soallness:: vf the issue that will be offered to th~ public a 
successful ,bidder ~~y plcce the entire issue into the hscds of 

investors removed from Appliccntts territory. 

eviCenced by the !~ct th::'t for the purpose of c~rryi!1g for'l,'::>rd its 
construction progrr~~, i t 'h~s "r:Icrrowec. frc:1l the A.":lericcn Trust 

Cor.lP~.ny on short-tcrw ur..secured ·not~s I ~':l,150 ,000. In E:tilioi t fll~' 

Applic~.nt esti::."te!5 its e;rozs c;c~1struction ex·penditures for· 19/ .. 7 

ct ~3,117,000, scgreg!ted ~s follo~s:' 

Elcctri~ 0ep~rt=ent 
Ga s c.ep,n't::.ent 
~{atcr de'oartment 
Comr.on cc.P1~~1 

$1 j 0 5 ~.;;~ 000 • 
1,625,,000. 

5,000~ 
432,000. 

The ey.h:i. bi t shows the pur pc ses for .... hich. the ~·3 ,117 , 000 will be 

expeIlded. In EY'..hib1 t 1'2~ Ap,::'j.c.?nt rcpo':'ts its c~pi tal expe:ldi-

turc for 1946 1 $2,~54,027: Ap~lic~nt ~sks per~iss!o~ to use the 

proceeds fro~ the 65,000 sb~~es of stock to reimburse its tre~sury

becr.luse of inccme expenc~ed ior co pi tal purposes. In effect :ne 

finance new cocst~uction. 

App11c~nt 3skc pcr~ission to 6eviete fro~tne uniform 

syste!:l of s.ccounts ~nc. crec.i t to c::'pi tal surp11)s{~-r..7 pre~i·1.l:.l it 

will receive uiJo·o. the sole to Un.::cr);'ri ters of ~tl1Y Serlez ]I. 4% 

Prefer!"ec. Stock. It further :~ sks j)€l"r:Ussion to cc.~rgc to c?p1 t31 

surplus nne to ~iscelk:;:.neo1.!$ d~-oits to sUl',lus any pl'e.niu!!l it must 

pay- upon the re":'e=:ptio;Q. of its 5/~ Prei'erred Stock and its expenses 

estimatec ~.t $,100,000 in conr..ect:lon :::1'trJ. the issue of- its Series ;... 

4% Prei'erree. Stoc1::. Applic:;:.nt seoule also charge to l'liscelleneo'..ls 
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debits to surplus any stock selling expenses now recorded on its 

books one. applicable to the issl:.e o.nd sale of its 6% Preferred 
Stock ~':hich W:lS heretofore con~,erted into 5% Preferred Stock, or 

rec0e~ec t~~ough the issue of the 5% Preferred Stock. 

In view of the fDct thz.t .Applic3!'~t is interesteo in 

effecting ~s large an e;-:c~ni>e of stock as pcs~ib:!'~" o.nc.on the 

basis of the evlc.ence ill this proc~~d1nl, tco;:! o:r:cer herein "ill 

exempt thE: issue of the 11~O, 000 shares of Ser~.es A 4~ ,?:::-eferrec 

Stock from the order in DeCision No. J8614, oated January 15, 1946. 

I submit the follo~lng form of order: 

o R D E R - - - - ....... 

The Co~~ission ~~ving conSidered th~ evidence submitted 
at the hearing !k~d ou this app:ic8tion, ancl it being of the, 

opinion that the :lone:t, property or labor to be procured or paid 

for through the iS$ue of lL..O, 000 s~res of Series A 4% Preferred 

Stock by Coast Counties Gas ~nd Electric Company is re~sonably 
reCluired by it for the' purpos,"s he:"oin st~ted, ~· .. h1ch purposes are 

not, in ivhole or in part, reasonably ch~rge3.""le to operating 

c:xpenses or to incoIr.e, ~ci thot this application should be grantee., 
as her~1n providcd~ the~efore, 

IT IS BB?.EB1 ORtERED e.s fellows: 

1. Coast Counties Gas and Electric Co::npnny may, after 

the effective dc.te hereof and on or before August 31, 1947, issue 

140,000 shar~s of its Se~ies A 4~ Prcf~rred Stock of the par value 
of ~,25 per share, for tht:: fol10~'iing consideration: (a) fer each 
share thereof, up to 75,000 sh:!res, a shnre of Coas·t Cour.ties Gas 
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and Electric Company's 5% Preferred Stock now outstanding; (b) 

for ~ll other shares 1 for e~ch share 1 the suo in cash of' not less 

th~n $25.50 per sh:?re, s",ic. shares to be solei to Unoe.rwritcrs 

uneer the ter~s ~nc contitions set forth in the foregoing opinion. 

2. Coast Counties Gas :md Electric CompE;ny sha.ll use 

the proceec::.s rea!ized from the sale of c.ny of 5a1c~ sh~.res or stock 

to Unc.erwri tel's' to red~e!n or retire its outs t:;l.nt.ing unexcl'lnnged 

5% Preferreci StOC}:1 on6. to re!rtlb1.i.rSe its t!'et.sury on ~.ccount of 

1ncor:le expenced for ce.pi tal exp·~r:ci tures or po.y int2ebtec.ness 
ir~curred fo:- sil1c. purpose. 

3. The issue, excha:."l;e uJ.d/or s~le of s~id 1401 000 

sh.'lres of sto.ck are ei:eopt from the o:"Cer ir~ !:ecision No. 38614, 
d~teo January 15, 1946. 

4. The [-luthor1 ty herein granted will 'become .eff'cct1ve 

when Co<=! st Counties Gas and ElectriC Co~pa."lY :J.a.s· filed ~v1 th the 

Public Utilities Co~~ission ~ complete copy' of the reg1str~t10n 

sto.te:lent filed with the Secur1 ties ~md E:(change Co~_!nission. 

5. The order in D~c1sion No. 30269, c~ted October 25, 

1937, [1$ ~I:lendcd' by Decision .No. 30339, d3.ted !~o·"cm~er 15 1 1937, 

is hereby :lod1fied so ~s to pe~mit Coast Counties Gas ~nd Electric 

Comp~y to credit to c~p1tal surplus the pr~=ium received upon the 
s~le to Unc~.er~irri ters of :1. ts Series A 4% P:,efer:-ed Stock, ~_nd to 

ch~rgeaga1nst s~id c~pital surp~us ~n~ ~iscellaneousdebits to-

surplus the pretlium p~id' upon· the redecption or l-etirement of its 

5% Preierrec Stock, &nc the' ~xp~nsos incident to the sale of its 
Series A 4%·Pref0rr~d Stock. 

6. Coast Counties G:ts ond Electric Comp,any shall file 

vnth the Commission a report, or reports 1 as required by the 
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COIl'l!:lission's General Order No. 24-A) which order, insofar as 

applicable, is ~~ee a part of tl1is order. 

The foregoing Opinion and Oreer ere hereby approved and 

or~ered filed as the Opinior. ~ncl Order of the' Public Utilities 
Co~~i:~ion of the St~te or C~liforn1a. 

D:::.ted t'.t :LOs :Jmge~es~,.: Cf;'\lj.to!'l'lio.~ 

Of~947 . 

.. 

Commissioners. 


