Decision No. 41 ﬂ?(‘ﬁ .

EEFORE THZ RAILRCLD COLQISSION OF THI STATE OF CALIFORNIA

In the latter of the iyplication of
PUBLIC CTILITIES CLLIFOENIA CORPORATION,
& corporation, vo Iissue one hundred
seventy=-elght thousand and four Xundred
(£178,400.) dollexs par value of its
common cepital stoek in order to retire
the bondeld indebtedness of Needles Ges &
Electric Company.

Application No. 15409

e

In the Matter of the application of
NZIEDLES GALS & ZLECTRIC COMRANY, a cor=-
poration, for authority to trazsfer its
telephore, electric and gas propertles

ard business to Public Utilities Celifornia
Corporation, and for suthority of the
latter t0 ccoulre said properties end
dusiness and to issue in consideration
therefor shares of 1tz common stock of

the aggregate par value of ;206,000.

Applicetion No. 15406

In the Matter of the Anvlication of
DUSLIC UTILITIES CALIFORNIA CORPORATION
for an order authorizing IV o issue
shores of 1ts caopital stock of the par
value of thinty-three hundred dollars for
the purpose of accuiring thet portion

of the toll telephore line of The Axi-
zone, California & Nevade Telephone Con-
pzay wvithin the State ol Calliforniec.

Loplicetion No. 15531

e e R M R U N e

Orrick, Palmer & Dahlcuist, by R. V. lalmer,
for spylicants.

C2INION

These three applications involve the zccuisition of certain
electric, zas ané televhone properties located in azd about The City

of Needles, Sen Serrzerdino County, end the issue of stock in the




sgeregete amount of {387,700.00, by Dublic Utilities Califommia
Corporation.

In Applicetior No. 15406, Needles Ges & Electric Company
asks permission to trencfer all o2 1its properties, franchises end
vusiness, subject to & donded indebitedness oX $174,500.00, to Public
Utilities California Corporation, which corporation asks permission
to cecuire such properties, franchises and business, subject to seild
vonded indedbtedness, end to issue in part peymeat $206,000.00 of its
common capital stock. In Application XNo. 15405 >2ublic Utilities
Celifornia 5orporation ecks permission %o issue [178,400.00 of iis
common capital stoek to finsnce the cost of vetiring the bonded
1ndebtedness of Needles Gas & Electric Ccxpany, after accuiring its
properties, franchises exd business. In Application No. 13531
Dublic Ttilities Celiforniz Corporation aske permission to issue
5%,500.00 of 1ts common capital stock o Iinance the cost of acquiring
srom The ATizona, Californie & Neveda Telephone Compeny taat portion
of 1ts toll 1ine extending from Needles, Cellfernia, O Xingman,
irizone, that lies within the Stave of California. The Commission

zlso is acked %o eapHrove =n intercoprecting egreement between Public

Utilities Celifornia Corporation emd Public Ttilitles Consolidated

Corporation.

The record shows that Needles Gas & Zlectric Compeny is
& corporation organized under and by virtue of the laws of the State
of Celifornie and engeged ia the dbusiness of operating an electric
system; e gac system ané a telephone snd telegresh system in and
about Needles. The electric properties include z generating olent
consisting of rfive generating units setuated by oil engines and
neving & combined capacity of 835 ¥.V.A. 2nd operating at 2300 volts,
tying directly intc the primary distribution system which consists
of 473 poles and 46 mlles ol copper wire. A4t present there ere
epproximately 840 consumers. The g roperties include twb oil"
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ges sets hoving s combined rating of 15,000 cubic feet per hour, Two
nolders of zn aggregate capaciiy orf 40,000 cudlc, feet, and a cistri-
buting system consisting of 7.3 miles of standard screw pipe supply-
ing 483 consumers, all nmetered. The telephone p:éperties cornsist
of a Kellogg common battery, one position, two pemel switchboard
with e capecity of 400 lines, e distriduiing system of 67 miles of
wire, and station apparatus of 365 telepkones and 12 extensions.
Toll conmections are made witk the lines of The Lrizone Californie &
Nevade Telephone Companye.

In eanual reports filed with the Commission Needles Ges &
Electric Compeny has reported total gross revenues I'or 1936 at
$86,927.25; for 1927 st $93,783.39; and for 1928 at $101,190.24.
After deducting operating expenses, taxes and depreciation 1t has
reported met operet revenues for 1926 et L17,727.49; for 1927
at $15,037.33; cnd for 1928 at $l7,749.74. Its essets and liabilities
2% the close of 1928 were reported as Dollowsj=~
ASSETS:

Fixed Cavnital:

ilectric . . . $183,433.09
GEE o « o o+ o 105,019.37

Telephons . . . 4867043

¥iscellaneous . 1,211.50  $348,334.39

Current assets . . . 39,102.?7
Teferred charges . . _12,880.83
”otal §596,5$7.§§

LIABILITIES:
Capital svock . . . .
Tunded debt . . . - . 176 ,500.00
Current liabil*ties « e 18,696.22
Deferred Credits o« « v o o o o o o 0 w0 s 540.12

Reserves - - - - - - - - - - - L] - L - L] * L] 60,622.87
Surplus - o . .« - - « o o = 33,958.78
Total liabilitieu............. BI04 BL7 DD

$100,000.00

- - -
- - -
L3 -* L4

I% appears that Needles Cas & Electric Compsny has entered
into an agreement to sell all of 1ts properties %o 7. B. Foshay Coﬁpany
{1n cozsideration for the sum of 5206,000.00 plus the assumption of -
vonded indebtedress of not exceeding %174,500.00. Needles Ces &

B




Electric Company will pey all of the other lisbilities and will retainm
the cesh and other current assets at the time of transfer. Wbile
the foregoinyg bdbalence sheet shows ITunded éebt of 176,500.00 it seems
thet there hes been deposited in the sirnking fund, cash to retire
2,000.00 of bornds, so thet the balance to be assuxmed Dy the purchas-
ing coampeny is $174,500.00. W. B. Foskay Compeny hes made arrange-
mentsc 4o beve the proverties conveyed to Public Utilities Califarnis
Corporation subject to the donded indebtedness In consideration for
+he issuance by that company of £20§,000.00 of its cammom capital
stock. |
In support o “he proposed purchase price znd stock issue,
cpplicents teve filed in these proceedings & Toport prepered by The
Loveland Ernginecers, Inc. containing zn appraisel of the properties
as of Ley 31, 1928. The report shows the following;-
Reproduction cost e e e e e s e e e . +3430,961.00
Reproduction cost less depreclation . . 361,942.00
Original cost . . . o s e e o = . 370,672.00
Origincl cost less deb*cc iation . . . 317 ,696.00
fr. 7. M. McKay of the Commiscion's Engineering Department estimetes
the historicel cost of the proverties as of May 31, 1928 at {327,096.

and the historicel cost less deprecistion et $267,l42.

mhe Commission has repeatedly 2eld thet it would not recog-

nize either the reproduction cost new or the reproduction cost new
less depreciation of propertles &c a dasls for the issue of securl-
ties. It hes been proceeding on the theory that the securities
authorized should be based on the cost of accuiring and constructing
public utility properties, due consideration being given to the
earnings of tke properiies. Ir the properties, as in this instance,
are not new, cnd the proceeding involves the refinancing of existing
properties, consideration is given o the present value of lanéd, and
+0 the accrued depreciation.

mme figures submitted skhow the estimoted historical cost
of the properties, less depreciation, 0o be as follows;-

—lim




The Love.lend
Engineers, Inc.

136 ,977.00
86 ,450.00
16 ,494.00
25 ,210.00
10,512.00
275 ,643.00

' 80
"

ITEX
Physical properties:
Eleetric « « v v v o 4 . .
GaS o o o « « e o
Telephone . . . e e .
Joint . . . . « o o
Materials and supplies . . .
Total phyvicul properties

T ICKaY

130,790.00
80,728.00
16,510.00
24,702.00
10,512.00

263 ,242.00

IS

£

Intangible properties:
Organization and p*ellmina“y
Frenchises . . . . .« v .
Cost of accuiring landv .- .
Going CcODCEXR & = ¢ + o &

Total intangible oronertiec
Total all propertio..

7,500.00
3,000.00

553.00
31 00000

%,%00.00
600.00

Fev fes 00 o0 a#

"
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s fer o0 o0 0

The tebulations chow that the chiefl differences bYetween the
two veluastions lie in the items comprising the intangible capital.
The a2llowances Tcr orgenization znd preliminary expenses and for fran-
chises, in both cases, represent estimates by the appraising engineers
of the reasoncble cost of suck ILtems, rather than actual expenditures
by the zelling corporation. The item of {$31,000.00 for going con-
cern value is, 0F course, an estimate clso. Tre Commission will
not recognize the U31,000.00 as o besis for the issue ol stock.
=xeluding thic emount from the rigures prepared by The Lovelard XEn-
gineers, Inc. representing the estimated original cost less deprecla-
tion, there would be left the sum of $286,696.00, ss compered with
Mr. McKay's estimate of $267,142.00.

The Commission 1s of the opinion thaet the Needles Cas &

Tlectric Compeny should be permitted to sell its propertles to Public
Utilities Celifornis Corporation. The Dublic Ttilitles Californis
Corporatiorn will be permitted to issue in part peyment Ifor such pro-
nerties not exceedirg 5100,000.00 per velue of its common capital
stock and buy the properties sudbject to 2 bonded indedtedness of

5174,500.00.




"e purcheser proposes to retire the outstending bonds
end 1t reports the cost of doing so at £178,392.62, made up as Lollows;

Tece vealue of bonds . .

™ro percext prexium . . 3,490.00

Trustees fees « « « « - 392.62

Adverticsing cost v ¢ ¢ - b 4 e e e e o oo 10.00
TO'tal - . *» sescaassas ::l78 a393.62

- *

. 3174,500.00

- [ ] -
L] - *
e o -

Tt asks permission to Lssue 3178,400.00 of stock %o
this cost. Tris request will be granted.

Coning to Application No. 15531 it cppears tkat ¥, B. Foshay

Compeny has mede srrargements 0 purchase the properties and ¢ stens

or The Airizona, California & Nevade Telephone Compeny, an Arizons cor-
porstion, waich propertles irelude o toll telephone line extending
from Xingmexn, Arizona, to Needles, Celitornia, crossirg the boundery
lize between the two states at e point called Topock. It has agreed
to twsnsfer to Public Utilities Celilornla Corporation fox $8,300.00
of stock, the vortion of such toll line that 1s within tke stete.
This portion, extending Irom monock to Neeéles, consists of sbhout ten
miles of No. 12 galvanized iron wire on redwood poles. The esti~
meted historlcal cost, and historicel cost less deprecistion, is es-

timeted by The Lovelund Englneers, Inc. as follows;-

Z1STORLCLL ELSTORLCAL
COST LESS
DESRTOIATION
v 1,886.00
1,141.00
61.00
139.00
55.00
68.00
B .50 00

ITEM.
COST

S 2,408.00

1,426.00

78.00

1239.00

55.00

68.00

Z ;26400

Toll pole Llines . « . + « « -
Toll aexisl wire - - . o . .
Tnterest during constiruction
Orgenization « « « o - « =« =
TranchisSes « o« ¢« o o o o o o
Going CONCETR o « o o o » -
Total..Olt..l-il-lI....

erfov a0 30 sr te w20 0w
anles o5 wo wr ax nefer w0 o2

"<le we GO not accept the allowance Ior going coycern
conteined in the foregoing tabulatioz, it appears tO us trat the issue

of £%,300.00 of stock Ior +he properties is not urreasoneble, and tre




order rerein will so permit. we do not believe that this Come~
mission's approval is needed for the intercornecting agreement with

the Arizona corporation.

Applitetions having been made to the Reilroed Commission
~or orcers suthorizing the tranzfer of public utility properties
and the issue of £387,700.00 of stock, &« public hearing having been
held before Examiner Rowell, and the Railroad Commission being of *the
opinion that the transfer skhould be authorized, as herein provided,
but thet the Lssue of only 28%,700.00 of stock is reasonshly re-
guired for the DPurposes specificd herein, which purposes are not in
whole or in part reaconedly chargesble to operating expense Or to

incone,

JIT IS EZRZBY ORDZERED, that--
1. Needles Gas & Electric Compeny may transfer all of its elec-
tric, gas end telephone properties end business, subject to & bonded
indebtedness of not exceeding H174,500.00 to Public Ttilities Coli-

foraia Corporation:

2. DPublic Utilitles Califormies Corporation may acquire such pro-

perties, subject to said bonded sndebtedzness of not exceeling 174,500,
and mey issue in part payment 20T exceeding $5100,000.00 of its cormmon
capitel stock.

3. Application No. 15408 1nsofer as it iavolves the issue of
1106 ,000.00 of stock is denied without prejudice.

&. Public Ttilitiles Californiz Corporation, upon aecuiring the
properties of Needles Gas & Blectric Compeny, subject to said indebt-
edness of not exceeding L174,500.00 mey issue and sell at not less

then par, +178,400.00 or 1ts comzuon copital stock, to finence the




sal
cost of paying/bonued indebtedress.

5. Public Ttilities Californic Corporation may issue 53 ,300.00
of its common cepital stock to pay in full for the portion of the toll
1ine from Xingmen, Arizona, to Needles, Czlirfornis, thet lies within
the State of Callifornia.

6. Application No. 15531 insofer os 1t recuests the Railroed
Commission's approval of the imterconnecting agreement between Public
Utilities Celifornie Corporation end Public Utllities Cozsolidated
Corporation, is dlsmissed without prejudice.

7. Public Utilities Californie Corporationm, 1r 1t aecuires tie
properties of Needles Gas & Electric Compeny, mey cherge to its fixed
capitel accounts not exceedling 3327,000.00 4in recording such acculsition
on 1ts books of account. If it peys more for such properties than
. 274 ,500.00 represented by the issue ol $100,000.00 of stock and the
assumption of $174,500.00 oI bonds, it must cherge cuch excess to its
corporate surplus account.

8. Public Utilities Celifornie Corporation shall Tile wiv
the Commission within sixty days alfter acruiring <he properties referred
+o herein, certified copies of <he deeds oFf conveyence, & statement
showing the exact date upon which 1t accuired such propertiles, and &
repoxt, or reports, sas required by the Railroad Commiscion's Genersl
order No. 2, which order insofar &S 2pP olicable, is made a part of this
orier.

9. The suthority herein granted shall Yecame effective ten days
from the cate hereof.

DATED at Son Francisco, Celiforamia, this 422%%Eday o M2y,

o %@d & T

Commissioners




