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Decision No. 21:t 7 b . 

BEFOP.E T'".cl:.'; RAII.RC}J) C01'J.ZISSION OF T.E:: STATE OF CALI:3'ORNL'.. 

!n the ~~tter ot t~e L?pllcation or 
PUBLIC t~n.IT!ES CALI?OP.NI1.. CORPO?.1:..TION, 
a corpor~tion, to issue one hundred 
seventy-elght thous~d and tour ~cred 
(~17e,400.) dollars par value of its 
common ca~1tal stock in order to ret1re 
the bonded indebtedness or Needles G~s & 
Electric Company. 

In the ~tter ot the ~p~licatio~ or ) 
NZEDLES CL.S ~ ~!.'ECTR!C CO'1:?lil-t"Y) 0. cor- ) 
poratio:, for e:p.thor1 ty to tre.:l.st'er its ) 
telephone, electric and gas properties } 
~nd bUsiness to Pub11c ~t111ties California) 

Application No. 1~05 

Corporation, and for ~uthority of the ) ~pp11cat10n No. 15405 
latter to ac~u1re said properties end ) 
business and to 1ssue in considerat10n ) 
therefor shares ot 1ts co~on stock of ) 
the o.ggl'egate :par vcl.ue or ~;20Ei ,000. ) 

In the Y4$.tter of the ~i')t>11cat1on oi' 
P'OELIC UTILITD:S CAI.:~"bp.NI.A. COR?OUT!ON 
tor an order autho~1zing 1t to issue 
shcres ot its c~p1t~ stock or the par 
value of thirty-threo hundred dollars tor 
the purpose of ac~u1ring that portion 
or the toll telepho~e line Of The Ari-
ZO:l.e., Calitornia &. ~-;evad.s. 'relephone COtl.-
PellY ".d tb,i:l. the State of California. 

) 
\ 
J 
) 
\ 
J 
) ~~p11catio~ No. l5531 
) 
) 
) 

~ ) 

Orr1ck, Palmer &. Dahl~u.ist, bY' ?. ":!. Palmer, 
:for ap:plice.nts. 

BY T~3 CO~~crSSION: 

OPINION 

These three ~pplicatio~s involve the ac~uisition of certe.in 

electric, sas ~d telephone properties located in ~d about the C!ty 

of Needles, San Bernardino County, and the issue o! stock in the 
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uggregate amount 0: ~387,700.00, by ?ublic Utilities California 

corporation. 
In Application No. l~OS, Needles Gas & Electric Company 

asks permission to tran~te= all ot.1ts ~=0,ert1es, franchises end 

business, subject to a oonde~ indebtedness ot ~174,500.00, to PUblic 

Utilities Calitornia Corporation, which corporation asks per:n1ssion 

to ~c~u1re such ?ropert1e~, ~anch1ses and bUoiness, subject to said 

bonded indebtedness, and to issue in part payment C206,000.OO 0: its 

co~on capital stock. In A?plication No. 15405 ?ublic Utilities 

Ca11!'o=ni8, Corporation asks p er.:n.ission to issue :::178,400.00 of 1 ts 

commo~ capital stock to finance the cost of =etir~ the bonded 

indebtedness of Needles Gas & Electric Company, atter ac~uir1ng its 

properties, franchises end business. In App11cation No. 15531 

Public Utilities Calitorni~ Corporation a~ks per:ission to issue 

~3,300.00 0: its comoon capital stock to tinance the cost 0: acquiring 

from. The Arizona, California &. Nevada Telephone Company that portion 

of its toll li~e extending tro~ Needles, California, to Xln~, 

.. ~rizona, that lies ·;;i thin the State or Calitornia. The Commission 

also is asked ~o a?)rove an interconnecting agreement between Pub11c 

Ut1l1ties Calito=nia Corporation an~ ?ub11c Ut1lities Consolidated 

Corporation. 
T~e record sho~s that Needles Gas & Electric Co~pany is 

a ~orporation organized under ~d by virtue of the laws ot the state 

ot Cali~orn1a and engaged in the business of operating an electric 

syste~, a g~c system and a tele?hone ~d telegraph system 1n ~d 

about Needles. The electriC ?roperties include a generating plant 

consisting o~ f1ve generating units ~ctuated by oil engines and 

hav1ng a co~bined capacity ot 835 ~:.V.A. and operating at 2300 volts, 

tying directly into the primary dist~ibution system which consists 

of 473 poles and 46 ~1les o~ copper 'Rire. ~t present there ere 

appr~x~tely 840 consumers. The gas properties include two oil· 



gas sets h~ving a combined rat1ng of 15,000 cubic teet per hour, two 

holders of c.n ags=egc.te ca:pac1 ty 0:' 1..;0,000 cubic. teet, a:::ld a c.istri-

buti:::lg system consisting of 7.3 miles of standard screw :pipe supply-

ing 483 cons~ers, all metered. The telepho:::le properties consist 

of a Kellogg common battery, one position, two panel switchboard 

~1th a capaCity of 400 lines, ~ distributing system ot 57 miles ot 

w1re, and station a~pa=atus of 365 telephones and 12 extensions. 

Toll connections are made w1th the lines 01" The Arizona California & 
Nevada Tele:phone Company. 

In c.nnuc.l rel'orts filed ;:1 th the CoIlJm1s sicln Needles Gas &; 

Electr1c Company has repol':ted tot~ g=oss revenues 1.'or 1926 at 

~;85,927 .. 25; 1"0= 1927 at ~93,783.39; a::lc, for 1928 at ~101,190.24. 

After deducting operating expenses, texes and depreciation it h~s 

reported net operating revenues tor 1926 at :::17,727 .. 49; tor 1927 

at ~15,037.33; and for 1928 at ~17,749 .. 74. Its assets and liabilities 

~t the close 01" 1928 were reported ~s tol10ws;-

ASSETS: 
~'ixed Ca "Oi tal: 

~lectr1c • . . . . . .. . . . . - . 
Ge..s • • • -. • • • • '* . . . . 
Tele~hone • • • • • 
Miscellaneous • • • • • • • • • • 

Current assets • • • 
Deterred charges • • 

. . . . . . . . . . . . . . . . . . 

~19~,.t;;33.09 
105,019.:37 
~8,670.43 

1,211.50 

Total assets ••••••••••• •••••• 

!.!!,B I!.ITIES: 
Ca:p1 tar stock • • • • • • • .. • • 
Fu.nded debt • • • • • .. .. • • • 
Current liabilities • • • • • • .. • • • 
Deterred credits • . • • • . • . . . . • . . 
Reserves • .. • • • • • • .. .. • .. .. • • • • • 
Surplus . . . . . . . . . . . . . . . . . . .. 

Total liabilities ••••••••••••• 

~348,334.39 

29,102.97 
12 a880.65 

:;;;~g6,~1?99 

;;:100,000.00 
176,500.00 
18,696.22 

540.12 
60,622.87 
33.958.'76 

:,.;390,!t'l.§9 

It aZ'pears that Needles Ca:s &. Electric cOIllpany has ente:red 

into an agreement to ze11 all 01.' its pro~~t1es to ~. E. FoshaY Company 
in cO!ls1deration -:or the sum. of (:206,000 .. 00 plus the o.ss\llIlpt1on of 

bonded indeotedness ot not exceed~ ~174,500.00. Needles Gas &. 



Electric Company will pay allot the other li~billties ~d will retain 

the c~sh and otter current assets at the time of trenster. 

the torego1!l2: balance sheet shows !'Ullded debt of (~176,500.00 it seems 

that there has bee~ depos1ted in the sinking tund, cash to retire 

~2,OOO.OO ot oonds, so thct the balance to be assu:ed by the purcDas-

ing ccmpany 1s ~;174,500.00. ..~'. B. Foshey Company has ::::a.de· ~rl'e.nge-

ments to have the properties conveyed to Public Uti11ties Ce.11fcrn~ 

Corporation subject to the bonded indebtedness in consideration for 

the issueIlce by thc.t co::npany of: :;20q ,000.00 of its cClIl:llon capital 

stock. 
In support of: the proposed purchase price and stock 1ssue, 

c.pp11ce.nts have filed in these proceedi:lgs a r'::port prepared by The 

Loveland Engineers, Inc. containing en appra1sal ot the properties 

as ot ~y Zl, 1928. The report sho~s the followinS;-

ReprOc.uc tlon cost • • • • • • • • • • • • 
Reproduct10n cost less depreciation • 
Original cost • • • • • • • • • • • • 
Oris1n~ cost less depreciation • • • • 

• (;430 ,961. 00 
361,941.00 
370,672.00 
317,696.00 

Mr .... !f.. r-r.cKay of tbe Co:mmis~!.o:l.'S E:.g1nee=1ng Department est1me.tes 

the histor1cal cost of the properties ~s ot May 31,1928 at $327,095. 

and the historical cost less depreciation et $267,142. 

The Comcission has repeatedly ~eld that it woUld not recog-

nize either the reproduction cost new or the reproduction cost new 

less depreciation o~ pro'pertles as a basis to=: the issue ot securl-

ties. It has been proceedine on tbe theory t~at the securities 

authorized should be based on the cost of acquiring and constructing 

public utility prope=ties~ due consideration being given to the 

earnings ot the p=operties. It the properties, as in this instance; 

~re not new, end t~e proceeding involves tbe =erin~c1ns of existing 

properties, consiceration is siven to the present value of land, and 

to the accrued dep=:eciation. 
~he figures sub~tted show the estimcted historical cost 

of the'p=operties, less depreCiation, to ~e as fo11o~s;-
-{-



ITEM 
· · : · · The LoveIaiid 

Engineers, Inc. : 
Phys1cal properties: 

Electric • • • • • • • • • 
Gas • • • • • • • • • 
Telephone • • • • • • • • 
Joint . . . . .. . .. . . . . 
:~ter1als and supplies • • • 

Total physical properties 

Intangible properties: 

.1.:

.~ · · · · · · · · 

136,977.00 
86,450.00 
16,494.00 
25,210.00 
10,512.00 

275,043.00 

0~ga~1zatlo~ and p~el~1na=y 7,500.00 
Fre,nch1ses . . . . . . . ..: :3 ,000.00 
Cost of acquiring lands ..: 553.00 

· · · · · · 
· .... · .". 

130,790.00 
60,726.00 
16,510.00 
~,702.00 
10 z512.00 
26~,242.00 

:::: 3,300.00 
: 600.00 
· · · · Going concern. • • . • •• : 3l,OOO.00 

T ota 1 1:::l tangi b le :pro pert 1e s .:.:~:.' :~--=-4~2.J.' 0;,;0;,:-3;..:..:O~0i-_-=:~~?~· _.....;;3-',.;,<01,;;0.;,0,:.. 0.;.0.;....-
Tot:).l. al.l. propert1es :~;; 311,696.00 ::;; 267.f42.o6 

The tabulations show th~t the chier differences between the 

two valuations lie in the items comprising the intangible capital. 

The allowances ~or o~g~ization ~d preltminary expenses and tor tran-

ch1ses, in both cases, represent estimates by the appraising engineers 

Of the reasonable cost 0:' such 1 tems, rather than a~tue.l expendi tUI'es 

by the sel11ng corporation. The item 01: ~::31 ,000.00 i'or going con-

cern value is, o~ course, an estimate elso. The COmml:::51 on will 

not recognize the ~31,000.OO as a basis tor the issue ot stock. 

3xcludine this ~o~t from the figures prepared by The Loveland En-

gineers, Inc. representing the estimated original cost less deprecia-

t:1.on, there would be lett the S'J.lll of :::286,696.00, e.s compared m. th 

The Commission is of the o~1n1on that the Needles Cas & 

ElectriC Com~any Should be permitted to sell its properties to Public 

wt1l1t1es Cal1fornia Corporation. The ?ublic ~ti11ties Cali!ornia 

Co~~o:ation will be ~~~1tted to issue in part payment tor such p~o-. . 
perties not exceeding 0100,000.00 par value o~ its co~on cap1tal 

stock an~ buy the propert1es subject to a bonded indebtedness ot 

~;174 ,500.00. 

-5-



The purc~ser proposes to retire the outstanding bonds 

and it repo:::ts the cost of doing so at $178,392 .. 62~ made u, as tollovm; 

Face value o~ bonds. .. .. • .. • .. • • • .~174,500.00 
~,;:o 'Oel'ce:lt "Ore:li1Jlll. .. .. . . • • • • • • • .. :3 ,490.00 
Trustees fees • .. .. .. .. .. .. • • • .. 392.62 
Advel'tising cost.. • .. .. • • • • • .. • • • 10.00 

Total .. • .. .......... ~~178 ,392..62 

:t asks pe:::~iss1on to iscue ~178,?OO.OO of stock to finance 

this cost. This request will be s:::anted. 

Co~pany has made a:::range~nts to purchase the properties and syste~ 

of '::he l..rizo::l8., Calito:"!:.le &. Nevada Telephone cOZlpeny, an J..rizona cor-

poration, whiCh properties i~clude a toll telephone line extending 

f:::om K1ngmar., Arizona, to Needles, Cali:::'ornia, c!'oss1ng the 'boundary 

line between the two states at e point called Topock. It b.:ls agreed 

to transfer to Public Utilit!es Cali~ornla Corpo=~t10n ~or ~3,300.00 

of stock, the port1on of such toll l~e that is with1n the state. 

This portion, extending fro~ Topock to ~ecCles, consists or about ten 

miles ot No. 12 ga1v~n1zed iron wire on redwood poles. The estl-

meted h1sto:::ical cost, and historical cost less dep:'ec1ation, is es-

t 1:ne. ted by The Lovel~nd EnGineers, Inc. az follO\vs;-

H1S'l'OnC.b.L · aISTO!-;iCAI. · · · 
ITZU · · COST !SSS · · .. COST · .. · 

'llo 1 po ... e ines · :..;; 2,~98 .. 0 · v .. .. .. .. .. .. .. · · v , .. 
s:'oll aer1&.l Toil' e .. 1,426.00 .. l,l4l.00 . .. .. .. .. . .. .. 
!nterest d::.::.r i:cg construction · 78.00 .. 61.00 · · 
Oreanization 139.00 · 139.00 .. . .. .. .. . . . .. 
Franchises · 55.00 · 55 .. 00 .. .. .. .. .. .. .. .. .. .. .. 
C·oine co:c.ce:-n 68 .. 00 · 68 .. 00 .. .. . .. .. . .. .. 

Total .......... •• .. • .... •• .. .. . . <a:,264.00 : * 3,356.00 .. .:;.. 

~ile T.e do not accept the ~llowance for going co~cern 

contained in the fo~egoine tabulation, it appears to us th~t the issue 

or ~3,300.00 of stock for the properties is not u:creasonable, and t~e 
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o=de= herein will so per:J.1t. ;':e do :lot believe that this CO::::l-

mission's approval is neede~ ~or the interconnecting ~gree~ent witn 

the ~rizona co=?orution. 

o R D E R 

Applications havi~g oeen made to the Railroad Commission 

tor o=~ers authoriz1ns the tra~srer of publiC utility properties 

~d the issue of ~;38? ,700.00 of stock, Co :public hearing having been 

held betore Exs:miner Ro·.Yell, r:..ncl the Railroc.d Commis sion being of the 

opinion that the t=~sfer should be author1ze~, aZ herein provided, 

but that the i :::sue 01' only ::,:28l, 700.00 ot stock is rea~onably re-

~u1red for the purposes specified herein, which purposes are not in 

whole or in part rea~onably cha=seeble to operating expense or to 

income, 

,IT :S ;r~3BY ORDZRED, tho.t--
1. Needles Gas & Zlect=ic Company may ~ranster allot its elec-

triC, gas and telephone properties and business, subject to a bonded 

indebtedness o~ not exceedi~ ~174,500.00 to Public ~t11ities Ccl1-

fornie Corporation. 
2. ?ublic Utilities California Corporation ~y ac~u1re such pro-

perties, sub ject to said bonded indebted.r.ess 01' not exceeding :,;17~ ,500. 

and may issue in part payment not exceeding 0100,000.00 ot its co~on 

cc.p1 tal stock. 
3. ~pp11cat1on No. 15405 1nsofar as it 1nvolves the issue 01' 

8106,000.00 of stock is denied without prejudice. 
{. Public ~t11it1es California corporation, upon ~c~uiring the 

properties ot Needles Gas & Electric Company, subject to said indebt-

edness of not exceeding ~17{,500.00 may issue and sell at not less 

than pal', (:178,1.1:00.00 01" its common c~p1tal stock, to tinance the 
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~e.id 
cost ot p~Y1nejbonde~ ln~ebtedness. 

5. Publlc Uti11t1es Ca11fo:::-nic. Corpo:ratlon :nay lcsue ::;3,300.00 

of its co~on ccpital stock to pay in full for the portion 01' the toll 

line frotl. King:o.c.n, Arlzona, to Needles, Co.l1to::':lie., that lies v;i thin 

the St~te of California. 
5. A,p1ication No. 15531 insofar ~ it re~uests the P~ilroad 

Commis~ion.z ~pproval of the interconnectlng asreement bet~een Public 

Ut~lities Ca11fornia Corporat10n ~d. ?ublic Uti11ties Consolidated 

Corporation, 1s dismisse~ without p:.'e jud1ce. . 
7. Public Utilities Callfo:rnla Corpor~tlon, it lt cc~uires the 

p:::-o~erties of Needles Gas & Elect:rlc Company, may c~rge to its fixed 

capltal accounts not exceed1ng 0327,000.00 in :recording such ecqu1s1tlon . 

on its books 01' account. If it pays more to:::- such propert1es than 

<,:.274,500.00 rep:resented by t=.e issue of ~~lOO ,000.00 of stock and the 

assumption or ~174,500.00 of bonds, it ~ust charge' such excess to its 

corporate surplus account. 
8. Publlc Ut1lities Calil'o:-nla Corpo::ation shall file ... lith 

the CotIlllission wi thin slxty days a.tter ac'~~uiri:c.e; the properties referred 

to herein, certlfied copies of the deeds of conveyance, e. statement 

showing the exact date upon ~h~ch it acquired such properties, ~d e. 

repo:rt, 0:::" =e,orts, as =eouired by the Railroad Commiscion's General 

Order No. ~, ~hich o=der insofar as app11ca~le, is made a part ot this 

or;:;'e1' • 
9. Tr.e authority herein granted Shall becene eftect1ve ten days 

from the 'ate hereot. 
DATBD at San Francisco, Calii'o=:l.ia, this #~ay ot May, 

1929. 

Co:c.lssioners 


