RAIIRCAD COMMISSION O0F T=Z STLIE

In +he Matter of the Lpplicavion o

T. M. ZOTCEXTSS & HZ023S, TiLL & CO.

to sell the propertvies operaved as

the J. M. Hotchkiss Siectric
~Company, axd of Public Ttillties

Californiae Corporation to purchase

and operate said pronersies and to Lpplicatior Wo. 15407.
iecsue One Eundred end Tweaty-five

Thousend ($125,000.00) Dollars per

value of its common ¢epitel stock

ir comnection with the aecguisivion

of said »nroperiles.

Orrick, Pelmer & Dzhlguist,
by 2. 7. Pelmer for applicant,
Public Utilitlies Californie Corporation;

J. . Botchkiss for J. K. Hotchkiss ZTlectric
Company and Hobbs, Wall & Co.

e X

Iz this proceeding the Reilroad Commission is asked

to enter its order authorizing J. M. Hotchkiss Zlectric Compeny end
public utliliivy

Hodbbs, Tell & Co. to transfer all of theiz/dbusiness ecnd properiices,
opereted as J. if. Zotchkiss Tlectiric Company o Pudlic Ttilities
Ceiifornie Corporatioxn, euthorizing Public Utilities Calilorziz
Corporation to accuire and operzte ssid properiies and business end
further authorizing the Public Utilities Colifornie Corporation to
issue $125,000.00 par value of 1is common cepitel stock to acquire

sald properities.




LY

The record shows thoat the J. . ZEotchkiss Zleevrie
Company znd Zobbs, Tall & Co., & corporction, owr, conivrol and
operate an electric light aad senerating plant and sysicm situate in
ead adbout Crescent City, Calilforaic. The electric plant was ILirst
established and operated for the convenlience cend benelit of Eodbs,

Well & Co., whick ic engaeged in : e> and shipping business.

Subsequently, 1t was ané is now veing used 1o supply ciectiric cnoxrgy

0 the rosidents end indusiries of Crescent City and v*cinity.
The testimony shows tkat there are &bout seven hundred consumers
attached to the cleesric sysienm.

Tnder dote of December 17, 1928 JF. M. Zotechkiss and
Hobbs, Wall & Co. agreed to sell their electric propervies 1o
7 B. Fochoy Compeny Tor 3125,000.00. L cODY of the agreeme
sale lc on file in this procecding. The propexrtios covered by

the agroement are more narticulerly deseribed in psragraph one of

the agreemenat gs follows:i-

me Sellers (J. M. Zotchkiss and Eobbs, Tell & Co.)
hereby czree to scil, and the Buyer (7. 3. Foshey Compeny)
Leredby azgrecs to buy all of the f:anchises, vhysical pro-.
perties (real and perzonel), business.end good-will of
sald electric ligkt and gezmerating pleat system and z2ll
physicel propexrties operated by or in connectilior there-
with, tobe.he“ with all *irLts, privileges end systenms
connected wita, irciden®t to and/or & pext of said dusi-
ness in sald Civty of Crescent Ciuy, Califor nia, wnd ad-
joining tersitory, {excenting only ceash oz hand and in
banks and accournt recciveble on the closing Gate hercin-
a:ter detined) including +he Aistrivuting system, righte-~
way +o mainvaln the same, the steam-plant con isting
o; boilc,u, cnbxnca, pumps cné other equipment, the
Toundations fox the new steam plunt and *Ae real propesty
on which said steex plant cad ”o"“d“ tons are situato,
all suppllies on aand, and th four new New-Tay boilers
p;e*e and purcaased *or said cysterm aud now tored av
oun Troancisco (seld boilers to bc delivered +o the Buyer
rco of cost to 1t ot Cresccﬂt Y, Ca*‘*o-“*a), all of
said property to be Iree ~“d clear of all liczz.and
cacumbrances of every kind ond nature (except current
texes not delirncuent _nc czcev., &s thereinafter men-
tioned, in Subdivision Z of Parsgrepk 5 kercol) for the




»

"5otal purchase orice of $135,000.00 of whieh the
Sellers acknowledged zeceips of $5,000.00 at the
clgrning of this egrecment.

The real properiy on vwialck sald steam plent and foundu-
tions are situzte shcoll include 2ll necessary rigats o
woy Tor ingress ané egress and for wires and poles and
2lso the reel property lyizng vetweez seid steam plant
und seid foundeotions wné @ strip approximately ton feet
wide surrounding szid stesm plant and a2 sitriy approxi-
mately ten feet wide surrounding said foundavions; pro-
vided thet 1T sald stesm plant or sald foundavions are
at cny point or points closer than ten fect to the
boundary line bedween land of the Sellers cnd lond of
others, zaid strips shell not extend past suck bourndsr
line at suel point or points. In addition To tke
property hereinebove agreed to be sold, the Sellers
agree %o include sulficient lumder foxr & sultebl
vuilding %0 house tiae zmew power plen’t to be constructed
oz zaid foundavions.”

Lpprcisels of the properties have veen submitied by
The Lovelend 3ngineers, Inc. a2 vy &oseph Welthmen, &n assistant
eaginoer for tae Rzilroed Commissicn. In proceedings of ithls
ature the Commiczion has repeatedly held that the amount of
securities which 1t would permit a purchaser 10 2

Lfor properties should be cpproxizetely equel to whe historicel cost

of %he propcrilies including present value of land, less accrued

depreciction. The Lovelarnd Engineers, Inc. estimate the
ristorical cost of the properties as of Decexber 3L, 19288 at
5119,235.00. Deducting from this their sccuzuleted acerued
depreciation of $16,444.00, which is calceulated oa a six percent
sinking fund besis, leaves & belance of 5102,794.00. “he
£102,794.00 includes 515,000.00 as en alleged golng concern value,
n item of property waich the Commission Tfeels chould not de
apitalized. Deducting the 515,000.00 lecves o balance of

87,754.00. Joseph Veithmeh estimates the hlsterlcel cost new

of tac properties at 597,641.00 ard the historical cost new less




depreciction caleuleting tho depreciution on & Iive percent cinking
Mund dasis, at $77,574.00. The figures of both engineers include
the cost of property under construction. The Loveland ZEngincers,
Tac. include ac the cost of property under coastruciion, which
property, according to the testimony, iz covered by the contract of
surchese and scle - $539,057.0C. Josepa Walthmen, om the other
hand, ellows $33,553.00 as tae cost of property undex consiruction.
Iv oppeaxrs thét the figures submitted by The Lovelend Zngineers,
Inc. include estimetes of some of the cost of such properiy, whereas
ir. Teithmen's misures include thae actual cost as reflected by the
books of Eobbs, Tall & Co. except thet ne hes included the cost orf
52.60 pex yard for grevel which has beexn used in the cozstruction
of +ne concrete foundetion instead of Lfiflty cents per yard as

shown by +the books of Eobbs, Wall & Co. The Tifty cent per

vord cost figure, in the opinion of Ixr. Waithmen, covers only the
cost of hondling she gravel and therefore does not reflect tThe

real cost of the gravel in plece. Te believe that where actual
cost figures are availadle that such figures, rather than estimates
of cost, should ve used ac & beasis for the issue of securities.

The record in this proceeding shows that the new plent which was In
course of comstruction at the time the valuations were mede Is now
completed oxmd treat it is the intentlom of the purcaeser to hereafter
file with thic Commission on epplicetion for permission tTo capitalize
the cost of the plant which moy not be cepitalized by the issue of
the stock herein authorized. Tor +the purpose of this or axy

other proceeding, We will authorize %re cepitalization of $33,553.00

of the cost of the new plant. The cepitalization of the balance

of whe ¢ost of such pleat will be considered when ap applicetion




to cepitalize the zeme Lc nresented to the Commlcsion.

Frox & consideration of the recoxrd in this proceeding,
we believe thaf the transfer of the properties referred to herein
is in the public interest provided thet the purchaser does not

issue more thaxn $80,000.00 of stock in vayment for the properties

roferred %o herein and that not more then $100,065.00 be charged to

fixed capital accounts. The amountsﬁ%%arsed to fixed capitel
accounts will be offset by the $80,000.00 of stock herein authorized
to be issued and a credit to the reserve lor accerued deprecliation
iz %he amount of £20,065.00.
Thevrecord shows that the Celifornia Public Utilities

Corporation will continue in effect for <he time delng Tthe rates
whickh are now charged by the J. M. Zotchxiss Sleetric Company.

siving, however, concideration to 20d4ifying the rates witk
the expectation that the seme, or at least some of the rate schedules,
ney be reduced. It iz understood by the purchaser that y rate -
adjustment whickh might result in an increasse 1In raves to any
particular constmer or class of consumers coz only be put into

effect alter a2 public hearizng.

The testimony chows thet the purchaser will sccuire a
fronchice recently grentod by Crescent City to the J. X. Eotehkiss
Zlectric Compeny and Hobbs, Well & Co. axnd that the purchaser has
epplied to the Board of Supervisors of Del Norte County for a
county franchise. This proceeding does not involve tie granting
of certificates of pudblic convealexnce énd necessity to exercise
any rights and privileges now sronted or thet mey herealter e

grented by such {renchises.




Application having been mede %o the Reilrocad
Co scion fox an order zuthorizing the transfer of »ropexrties
and the issue of $125,000.00 of common stock, =s more fully set
forth in the opinion whick precedes this order, & public hearing
kaving been held before Exeminer Fenkkeuser,and the Railroad
Commicsion being of +the gpinion the trensfer of the aforesald
properiies chould e granted as herein provided, znd thot the
lscue of £80,000.00 of svock iz reasonedly required for the pur-
pose specified herecin, which purpose is not in waole or in pext

reasonadbly chargeshle to operating expenses or to income end that

thls gpplication, insofar as 1% iavolves ize £ $45,000.00

of stock, cshould ve denied withouv prejudice, trerclore

IT IS EZRERBY ORDZRED as followe:=-

L. J. M. Hotchkiss ond Zobhs, Wall & Co. may, on or
before October 1, 1929, tronsfer the proper-
ties descrived in +tkis gpplication to the
Public Ttilivies California Corporation.

Public Ttvilities Czlifornie Corporction mey acculire
and operate such propexties znd nmay issue al
not Iz ss then por on or belore October 1, 1926,
not exceeding 530,000.00 of 1%s capital stock
in paymezt for such properties,provided that
the trensfer ol ceid properties is made free

and cleoxr of all indebtedaess, except accrued




toxes not yet duve.
ion insofar zs it involves the issue
£45,000.00 of ctock is hereby denied
without prejudice.

4. Public Utllivles Californie Corporation im recoxd-

128 0n 178 hooks of 2ccount the wumchase of

the properties hereln authorized o be trans-
for=ed, moy ckarge to 1ts Tixed capitel ac-
counts not exceeding $100,065.00 plus the cost
o edditions znd detternments since December 31,
1928 znd not covered by the agreement of
December 17, 192&. IL 44 pays Tor such
properties nore than 580,000.00, 1t must chexrge
such excess purchase price To its corporate
surplus account.

Public Ttilivties Californie Corporation shall file
wish %he Rallroad Cormission within <thixty
(30) cays after vhe accuisition of the proper-
tles herein referred to, & certilied copy of
tbe deed or deeds of conveyaxce under wkich 1t
acguires and holds Ti%tle to said »roperties;
a8 statexzent showing the exect date on which 1t
acculred suci proverties cnd & verilied repoxt
of the iszue of such stock es is required by
the Reoilroad Corxzmission's Generel Order No. 24,
which oxder, Iinsoffar =s appliceble, I1s made &
nart of thils order.

6. - II. Zotchxiss Zlectric Company chell file witk the

Rcilroed Comiscion within sixty (60) days after




vhe transfcr ol 1ts prodertiies 2 renort cover-
ing 1%z operations from Jexnuexry 1, 1929 to tae
date of suech troasfer, S

on *he reguler annual -

by this Coxmizsion.

amount oL stock nercin suthorized to be issued
shcll not e urged hefore thic Commission or
otoer mublic body or court as o meas:

velius of the afoxesaid propervies for any
purpose, ex the transfexr Rerein cuthorizeda
The authoriiy he grented shell become effective

ten (10) dsys efter She date hereol.

DAIED et 8¢ ~ Celifornis, this 1255225

dey of Moy, 19829.
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Commissionc*s.




