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Decision No. e ‘ | ﬂRBﬂﬂNAl
BEFORE THE PUBLIC U'I'ILITIES CMSSION OF THE STATE OF CALIPORNIA

: Applzcatzon oi.'

!

SOUTH TAHOE GAS CO.. a
California corporation,

~ Application No. 49503
Filed June 27, 1967

for authority (i) to execute 2
loan agreement with Pacific
Mutual Life Insurance. company
“and, pursuant t.he::eto, to- :Lssue
its promissory note in. the
pr:.nc:.pal amount of $200,000 and
execute a: first gupplemental
gecurity agreement and mortgage.
of chattels and real . property,
and (ii) to isgue and sell not

. to-exceed 4510 shares of 'its .
ccramon stock w:.thout par value.

This is an application for an order of the Commission
authorizing South 'J.‘ahoe Gas Co. (1) to issue and Bell not exéeed—
:.ng 4,510 shares of its common stock, m.t’hout par value, at a

price of 51l per share; (2) to execute and del:.ver a Loan ‘1
Agreement and a First Supplmen@al Security Agreement‘ nnd :
Mortgage of Chattels 20d Real Property: and (3) to issue a
Prmasory Note in the pmcn.pal amount of $200,000.

Applicant ig a California corpoxation engaged in bus:.neu
as a public ut:.l:.ty providing ga.s ‘sexvice in the C:.ty of Sauth
Lake Tahoe and adjacent territory in El Dorado C:ounty. For the ,_
five months ended May. 31, 1967, the company reports opexat:.ng

revenues of $420 068 and net :.ncome ammmt:mg o $64,814. .
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The balance sheet as of May 31, 196-7,' attached to the

application as part of Exhibit A, discloses that applioant's neti
gas plant, aftex dedv.ic*oing accumulated depreciation, amounted o
$1,648,061. The corporation's capitalization ratios on the
bhalance sheet date, and as adjusted to give effoct to tlxe'
financing proposed hez:e:.n, are computed as follows.

2367 - Forma

I.ong-vtem debt | 47% - 52
Common stock equ:.ty 23 -

Total 100 100%

'I'hev co:ﬁpany xeports $360,000 of outstanding short.-bem
bank loans incurred to finance its 1966 construction program.
For the purpose of obtainihg‘ funds 'to- refund a substantial portion
of said outstanding‘baxﬂc.loans,‘ ”ap'plicant, propoees. to issue a
long~term note in the prixioipal amount ofl:‘f' $200,000 and t“o “ieSue
and sell at a price of " $11 per share not exoeeding 4,510 shares |
of its common stock, w:i.thout par value. ’.the proposed note issue
is conditioned upon the sale of at lea.st 4, 500 shares of sa:.d |
stock at 1:.'ne n.ndn.cated price. | -

The appln.cat:.on shows that the additional sha.res of |
commmon stock w:.ll be offered to the company* s share‘holders :m
the ratio of one addztxonal shaxe for each 15 shares held, at
the subscription pr:.ce. of $ll per share. Subscr:xptaon wamnts

to be issued to shareholders w:.ll carry the pnv:lege of sub-‘
scribing at the subscr:.pt:.on pr:.ee, subject: to a.'l.lotment in the
event of over-subscr:.pt:.on, for ‘shares not sold upon the a:erczse

of rights. 'rhe ..ubscnpta.on pr:.ce is appxoxmately equal t.o the .




A.49503 MQ,-

current book value pex share of the preaently outsta.nding shares
of common stock.

Appl:.cant proposes to borrow $200, OOO _“‘from\ ‘Paéific
!Mutual Life Iris'urance ‘Company pursuant to the provisions of a
Loan Agreement., The borrowing will be evidenced by a note
bearing interest at the i:ate of 6-3/4% -per anmmpayable semd,~
azmually. The note will mature in 20 yoars and‘ w:x.ll be secured
by an existing 'Security Agfeeineht " andl'Mortga'ge of Chattels ‘and
Real Prcpert:y dated as of December X, 1965, as supplemented by
a proposed First Supplemental Secunty Agreement and- Mo::tgage
of Chattels and Real Property. Optional. prepayment pr:w::.lages
w:.ll be subject to restncuons for five yea.rs and t.'ne mtial
redenption price for the first ten years will be 106-3/4% of
the pr:.nc:x.pal ampount, plus accrued :.nterest.

The Conmission has considered this matter and findg
that: (1) the proposed 'sto’ck and note issues are for a prq'perv
purpose; (2) applicant will be r’eé:;uiréd to pay in'teresﬁ at; a
lower rate than it would in the absence of the proposed re— )
stricted prepajment prcm.s:.on: (3) the money, property ox
labor to be procured ox pa:.d\ for bythe issue'of the ‘stbck; and
note herein authorized is reasonably required for the purpose |
specified hexein: (4) such purpose is not, in wholc or in part,
rcasonably chargeable to. oPerat:.ng expenses or to z.ncome. and
(5) the proposed documents will aot be adverse to the publ:.c
interest. On the basis of these £indings we conclude ‘that the
application should be granted. A publ:x.c hearing is not. necessuy
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In issuing our order herein, we place applicant and its
shareholders on notice that we do not regard the muuber of shares
outstanding, the total stated value of the shares nor the d:w:.dends

paid as measur:.ng the return applicant sbould 'be allowed to earn on

its investment in plant, and that tho author:.zation here:.n granted |
is not to be construed as a finding of the value of applicant's
stock or properties nor as indicative of amounts to be included

in proceedings for the determination of just ab.d : rea.sonablé ‘Tates.

QRDER

IT IS ORDERED that:

l. South ‘.i‘ahoe Gas Co., on or after the effective date
hereof and on or before September 30, 1967, may execute -and
deliver a Loan Agreement and 2 First Supplemeﬁtal Security
Agreement and Mortgage of Chattels and Real Property. :.n the same
foxm, or in substant:.ally the same form, as those attached to t’he
application. | _.

| 2. South Tahoe Gas Co., on Or after the effec’civé date' h

hexeof and on or before September 30, 1967, may issue its
Promissory Note in the principal amount of nol:. exceed:.ng $200,000
for the purposc specified in this proceed:.ng. Said note shall
be in the same form, or in substant:.ally the same’ form, as that
attached to the appl:.cat:.on. |




T, Pe49503 MQ |

3. On or after the effective date hereof and on or
before September 30, 1967, for the purpose specified in this
proceeding, South Tahoe Gas Co. may issue and sell not excood-
ing 4,510 shares of its conmon stock for cash at a price of o
$1l1 per share. ‘ | |
| 4. South Tahoe Gas Co. shall file with the Commission

a report, or reports, as required by General Order No. 24-B,
which order, insofax‘ as applicable, is hergby'maae :a. pa.':.-t:‘ of
this order. | |

S. This order shall bﬂcme effective when South Tahoe

. Gas Co. has paid the fee prescnbed by Section 1904 Cb) of the

Public Utilities c°de, which :Eee is $200.

Dated at Haz fmacines f » California,
this _2/% day of JULY. ‘

gomissioner Wuliam M. Bem:ott boing
1oce“a:~...lf absent, d1q 20t participate
n the di..posiuon or th:... procoed.‘!:;.o

PU’UC unmxss CO'{.M‘SS ON.
e SEATE OF.C. cAwro"\* :




