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EEFORE THEZ RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Metter of the Application of )
BENBOW POWER COMPANY )
for an oxrder authorizing the issuance)

Application No. 16252
of stock and bonds.

Corbet & Selbdy, dy Burke Cordet,
for applicant. -

BY TZE COMMISSION:

C2INTON

In this proceeding as amended at the hearing, Benbow
Power Company asks the Railroad Commission to make an order author-
izing it to execute & mortgege and to issue $130,000.6O of fifteen
Yeear six percené Tirst mortgage bonds and $50,000.00 of common stock
for the purpose of vaying indedtedness and.of finencing the cost of
acquiring and constructing additional propertieé, as hersinafter set
forth.

The records of the Commission show that Benbow Power
Compeny is a corporation orgenized on or about Jeauary 19, 1928,
under the laws of the State of California, by the Benbow Compeny, &
corporation engaged In a hotel, resort and other enterprises at or
near Beabow, Humboldt County. Heretofore the power company has re-
ceived from the Commission certificates of public convenience and
necessity permitting 1t to exercise franchise rights and to operate
an electr;c system in portions of Humboldt.and lMendocino Counties,

| ineluding Redway, Gerverville and Benbow and adjacent districts

along the Redwood Highway, snd to operate a water system for the

purpose of supplying water for domestic and other purposes within
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the confines of the property of the Benbow Company (Decision
No. 18871, dated June 11, 1928, Vol. 31, Opinions and Orders of the
Railroed Commission of Califorﬁia, Page 849).

Following the Commission's ordei, it appears that appli-
cent Tiled with the Commission 1ts schedules of rates covering
electric service and cince has becn operating es a utililty 1@ the
distridbution of eiectricity in and 2bout Garberville, Benbow and
adjacent territory. It has not as yet filed its schedules of rates
tor water deliveries and while it has metered its services and kept
records of water consumption, it has not made collections from water
users. The record shows, however, that it intends in thé future to
file water rates with the Commission and to operate as a water util-
ity.

In its emernded Exhidit "D", the company has submitted a
generel desceription of its propertiés a2nd has reported its invest-
ment in 1ts physical properties, as of November 30, 1929, at
383,101.92, including $520.00 for materlals and gupplies. It appears,
however, from the testimony berein, that the figure is not complete,
cortain amounts for labor, etc., having been paid by the.Benbow Conm-
peny and not as yet charged Yo applicent. Iz addition, appraisals
of the properties made by the Commission’s Engineering Departuent
have been submitted in this proceeding, éhowing valuatibns, as of
December 31, 1929, estimated as follows:

Eistorical reproduction COST.........-..$96,272.00
Eistorical reproduction cost less ,

' depreCiatioNeccassaceancesaasasss 93,403.00
Reproduction cOSt BeWeeaessenssscosssess 97,735.00
Reproduction cost new less depreciation. 94,862.00

The applicetion shows that applicant's generating facil-
ities consist of a 135 h.p. Diesel engine. It aﬁpears thﬁt this

plant is inadequate to meet its needs and that 1t has been declded

to construct a dem on lands owned by the company ln the Soutk Fork
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of the Zel River and to install a 250 kilowatt generating plant.
The cost of the dam is estimated at $33,316.00 and o? the hydro-
electric plant at $10,775.00.

The construction of the dem will submerge certaln lamds
belonging to the Benbow Company. In addition it is reported neces~
saxry for applidant to control water rights along Fish Creek which
sre owned by Bendbow Company. These water rizhts end riparilian and
impounding areas on lands owned by Benbow Coapany on the South Fork
of Pel River, the East Branch of the South Fork of Zel River and oﬁ
Pish Creek, together with all rights and privileges of whatever
nature necessery for applicant in the development, manufacture, sale
and distridution of power end water, including the right of ingress
and egress over, on, to and through the property ¢f Benbow Company,
and all rights, privileges and framchises for the construction and
maintenance of pole lines, dbuildings and structures of every kind
and cheracter, will, it is proposed, be transferred by the Benbow
Company t0 applicent for the term of its corporate existencg, foxr
the sum of $50,000.00, payadle in common caplitel stock, such rights
and privileges to revert to the Bendow Company upon the fallure by

applicant to use, or the discontinuance of the use of, such rights

for the purposes designated.

Applicent to date has issusd no stock, other than three
shares to gualify its directors, nor bdbonds nor notes, having'rinanced
1ts construction and acquisition costs elmost entirely with moneys
advanced by the Benbow Company and amounts due on account of the
purchese of land, its application im this comnection showing, as of
Novembor 30, 1929, the sum of $65,839.64 due the Benbow Company and
815,930.00 due on the purchese price of eighty acres of land known

as the Xemper property and one hundred sixty acres konown as the
Lumbermants Timbher Compeny properiy.
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In order to finance its properties more permenently, &p-
plicant proposes to iszsue £50,000.00 of its common stock to Benbow
Compeny in payment for the rights and permits referred to herein, to
issue &t not less than 95 percent of face value, £80,000.00 of fifteen
yeaxr six percent bonds to pay im part the indebtedness due Benbow
Company and the balences due on the real estate purchases, and o
{ssue ot mot less them 90, $50,000.00 of bonds to finance the cost

of constructing the proposed dam and hydro-electric plant.

For the eleven months ending November 0, 1929, applicant

Teports operating revemues and expenses as Tollows:

BleCtriCeccaceccanccscscansasonnsad g,ggg.gg
TOEEdrnvrevnnnnnnnnes T8, 58538
Operating expenses cersessenes 3,149.84
Electric . $52,874.72
275.12
Net operating revoNlC.cceserssccee 10,256.54
Loss~-TeXeSeeenseennnsns 171.26 .
Intereste.aceacaes S17.45
Totel deductionSeencsccscas

Net income...........§ 9!547.85

As stated the company has mever filed water rates and
therefore there is considerable doudt whether the $3,680.00 reported
as operating revenue Irom the sale of water can be collected. More-
over, it eppears that epplicant has not been cherged for services .
and facllities furnished by Benbow Company.

Mr. J. E. McCaflrey, an As#istant‘zngineer for the Com-
mission, submitted an estimete sﬁowing what the totel opefating
revenues ond expenses of the Beabow Power Compeny should have been
had 1t operated its properties during 1929 independent of Benbow
Compexy . TFor 1929 he reports an estimated net operating revenﬁe
of $7,100.00. In arriving at this net operating revenve, he proceeds
on the assumption that the company had filed rates covering the sale

of water and had received from the said sale $6,500.00. As stated




the company to date has filed no water rates.

Bexnbow Company caused applicant to be organized. It dia
S0 for the purpose of having some one furnish public utility service
(electricity and water) to itself and to those %o whom 1t might sell
property, es well as to others im the territory thrdushout which it
operates. Benbow Company will own all of the ouistending stoeck of
3enbow Power Company. Wnile the construction of the proposed dam is
being underteken because of a desire to bduild and operate a hydro-
electric generating plant, it will create & reservoir thet will
beautily and should popularize the property of the Benbow Company.
Tbe persoms in cherge of the construction, nanegement and operation ﬂ
of gpplicent's plants have been employees of Senbow Company. There

is nothing in the record to show that there will de any severance of

bﬁe lﬂt@?dcrporaﬁe reletions besween applicent snd Benbow Compeny.
A soverenco oL this relatlon night, however, occur at some future

time with the result that applicant's oporating expeases would he
inereased ard its net income decroased. In view of this situationm,

end for other reasons, it occurs to us that the Benbow Company should
guarantee the payment of the priacipal of, and the interest upon, the

bonds which may be issued under the mortgage or dced of trust whiok
apelicant will be authorized to execute to secure the payment of the
bonds, the issue of which is authorized by the following order. The

guerantee should bhe substentielly as follows:

The guerantor (Bendow Company) in conzideration of
vhe lssuance to seld guarantor, at or before the execu~
%ion of these presenis, of five hundred (500) fully paid
shares oL the common stock of Bendow Power Company, agrees
vo guerantee, and does hereby guaraonice, for ltselrl, its
succossors and assigns, the prompt and punctual payment
of the principal of, cnd the interest upor, all the bonds
t0 be lssgued hereunder and sescured hereby.

This gusrantee should oppear on the back of each bond, &s

well as in the mortgage or decd of trust executed to secure the raynent




of the donds.

Applicant has fTiled with the Commission a copy of & .
proposed mortgage or deeod of trust to secure the payment of its
bonds. This instrument as now drawn provides for the issue of
6~1/2 percent fiftecn year serial sonds. B. Benbow testified that
applicant would lssue six pexrcent fifteen yeor bonds. Under the
proposed mortgage, the company reserves the right to redeem the donds
prior to maturity. It will be necessary for the company to file with
the Commission a xevised eopy of its proposed mortgage or deed of
trust. The order herein will provide that no donds mey be issued
until the company has filed with the Commission a copy of 1ts revised
nortzage or deed of trust, nor until the Commission by supplemental

order has authorized the exccution of such instrument. TFurthermore,

we believe that before any proceeds Zrom the issue of the bonds ere

used to finance the cost of the dem and power house, the compeny
should 7ile detailed statements setting forth the cstimated cost of
such dam and power house, and rececive from the Commission a supple-

nentel order permitting the use of bond proceeds for that purpose.
ORDER

Benbow Power Company having applied to the Railroad Com-
mission for permission to execute a mortgage or deed of trust and to
1szsue $50,000.00 of common stock and $130,000.00 of bounds, & public
hearing heving been held before Examiner Fankheauser and the Rellroad
Commission being of the opinion that the issue of the stock and bonds
is reasonably requi:ed for the purposes specified herein, which pur~
poses are not, in whole or in part, reasonably chargeable to operating

expense or to income, therefore,




IT IS ZERERY ORDERED that Benbow Power Company be, and
it heredby is, authorized to issue, on or before October 1, 1930,
20t excocding $50,000.00 of its common stéck t0 the Benbow Company
in paymert Lor the rights and privileges referred to in the foregoling
opinion, and to issue snd sell, on or bYefore Qctober 1, 1930, at not
less tham 95 percent of face value plus acerued interest, £80,000.00
of 1vs Tifteon year six percent first mortgege bonds to paoy in paxt
anounts due the Benhow Compeny and to pay the balance due on account
oL the purchese of the real property referred to in the foregoing

opinion.

IT IS XERERY FURTEER ORDERED that Benbow Power Compeny

be, =nd it hereby is, authorized to issue and sell, on or before
Cctober 1, 1930, at not less than 95 percent of its face value plus
accrued interest, $50,000.00 of its fifteen year six percent first
nortgage bonds for the purpose of financing the cost oL ifs proposed
dem and hydro-electric generating »laznt, provided that no proceeds bve
expended for such purpose until the company has filed with the Com-
mission detailed statements showing its proposed expenditures, and
has received from the Commission & supplemental order authorizing the
use of sald proceeds.

The authoxrity herein granted is subject to the following
conditions: N

(1) Appliicent shall keep such record of the issue and
delivery of *he stock and bonds hereln suthorized and of the disposi-
tion of the proceeds ac will emable it to file, on ox before the 25%h
dey of each month,. & verified report, as required dy the Railroad

Commission's Genmeral Order No. 24, which order, insofar as applicedle,




is zede & part of this order.

(2) Tke suthority herein granted to 'issue stock will
become effective upon the date hereof.

The suthorlity herein granted to issue bonds will become
effective only when the company hes filed with the Commission a copy-
of 1ts proposed mortgage or deed of itrust securing the payment of its
bonds and has received from the Commission & supplemental order ap-
proving the execution of sald mortgage or deed of trust end when the

company has pel & the fee presceribed by Section 57 of the Publie

Utilities Act, which fee is One Hundred snd Thirty (5130. 00) Dollars,

acd when the company has issued the stock herein authorized.
/ . dey

DATED at San Franeisco, California, this
of Kerch, 1930.
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Commissioners.
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