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Decision No. H 2 ﬁu(

-*

BEFORE THE RAILROAD COMMISSION OF THE STATE COF CALIFORNIA.

In the llatter of the Application of

DEL MOKTE LIGHT AND POWER COMPANY,

8 corporation,. and . COAST VALIEYS GAS)

AND ELECIRIC COMRANY, a.corporation,)

for an oxder authorizing the sale by

DEL YONTIE LIGET AND POWER .COMPANY to)

COAST VALLEYS GAS AND EIECTRIC COM~ Application Number 83565,
PANY of all ite physiocal assets and . ‘

other properties, and authoriz

the COAST VALIEYS GAS AND ZIECTRIC

COMPANY to issue bonds in payment .

therefors

Sloss, Ackeorman & Bradley, by C. M. Bradley and
Carmel Martin, for Del Monte Light and
Power Company;

Chickering & Gregory, by W. C. Fox and James F.
Pollard, for Coast Valleys Gas and Eleo=-
tric Company; ; '

Devliin & Brookman, by Douglas Brookman, for indi=-
vidnal property ownergs and residentas of
Pebble Beach, intervenors.

BENEDICT, Commissioner.

OPINION

Petitioners herein roquest the Commission to authe
orize TEL MONTE LIGHT AFD POWER COMPANY To sell and COAST VAL~
IEYS G4S AND ZIECTRIC COMPANY to purchase all of the properties

of Del Monte Tigat and Power Company, and to0 authorize Coast Vale

loys Gas and Electric Company to izsue and deliverrto Dol Monte
Light and Power Company $50:;000.00 par value of its first mortgage
6 per cente bonds due March 1, 1952 as paymeaat for the properties,
It is of rocord thst all the properties of Del Monte
Light and Power Company, s well as an electrical line owned by
D. C. Morris and roferred to in the transcript in this proceeding,

will be, 1f authorized by the Commission, sold to Coast Valleys
Gas and Electric Companye




Del Monte Light and Power Compsny, hereinafter sometimes
referred to a3 the "Del Monte Company,™ operatea an cleoctric dis~
'tribution gysten at I’e'bble Beach, East Monterey and Secaside and
in a small part of Pacific -Grove, all in Monterey Comnty. It
purchases powexr from the Coast Valleys Gas and Electric Compény,
which sexves in the remaining portions of Monterey and inm the pop=
wWated districts botween the extremities of the isolated seotions
served by the fDel Monte Company. It has been the recent finding
0f this Commission that the Del Monte Company has no right to sell
electrical energy.in Bast Monterey and Seaside. The Commission
bhas directed the Coast Valleys Gas and Electric Company, herein-
after sometimes referred to as the "Coast Valleys Company™, to
sexrve this district. . | “

The properties of tho Del Monte Cowmpany were appraised by

Chas. Grunsky, assistant engineer of the Commission, and by Fe.
Emerson Hoar, oonsultipg engineex for the Del Monte Company.

In the Commissfon’s Exhibit No. 1, Chas. Grunsky estie
mates the cost of the Del Momte property as of October 3L, 1922,
a8 :follows

Historical reproduction cost e e e e e . . $43,7FL,00

Reproduction CoSt=NOW ¢ ¢ o« v o ¢ « « + « «.51,850,00

Reproduction cost-~depreciatod « « « « o . 37 846,00
These estimates do not include any expenses for organization,cost
of franchiges or other intangibles, nor any value for rightg=~of-
way other than the estimated cost of clearing such rights—of-way.

The Del Monte Company in 4its Exhibit B reports the coat
of 4its :Eixed'oapita:l. installed at @0,003.85 and the cost of
construction work inm progress at $2,,142.6é, malking s totsal of

$42,146.51 as of September 30, 1922, The company¥s reserve for

accrued depreciation as of the 3ame date 4is reportéa at $2,337.2%¢

-l




F. Emerson Hoar, consulting engineer for the Del Mox_lfo Comw
pany, reports the cost new of the Del Monte properties as of Octo-
ber 31, 1922, at $51,813.00 and the present value at $54,702.00.

These two iteme are made wp as followm:-

Present
Reproduction Cost Items New Yalue
Organization and Franchises $2,700.00~ 32700,
Business Development « « « o o » « o $,112.00 3,112.,00

Total Intangible Capital 5,812.00 5,812.00
Operative Electric Property . . . . 52,591,000 46,360,000 -
Nonoperative Propexty « « « o « o & 3,410.00 2,540.00"

TOTAT o o o « @ o o o o « $61,813.00 $54,702.00"

Chas. Grunsky's estimate of reproduction coast and dgprocia--_
ted cost should be increased for an sllowance for rights-of-way R
which were originally donated in the first instance to obtain ser-
vice. |

The Del Monte Company has not obtained from this COmmisaign\
permission to exercise its franchise rigﬂts. It appears that the
Coast Valleys Company bas & franchise which enables-_ 1t to give ser-
vice in the territory now served by the Del Monte Company. It is

. therefore not necessary for Coast ?a.lleys Company to acquire the

Iranchise of Del lonte Compeny. In effect, Coast Velleys Company
asks permission to acquire the physical properties of Del Monte
Company. Organization costs acorune primarily to the bo:_a‘oﬂt of

the corporate entity. Such costs will be of no benefit to Coast
Valleys Company. The evidence does not show the amount of devele.

opment cost, if any such coats have been incurred by the Del Monte
" Company. | | |
Estimates of ‘accrued depreciation vary widely'_between‘tho
two engineering reporté. The Del lMonte Company's ongi_neor's‘ as-
suuption of practically no deprecistion of wire and a deproéia.tion
of not exceeding 40% on poles, appesrs in error and not in a#cqr-"-’

dance with facts.




The eamings and exvenses oftthe Del Monte Company for the
year 1921 and for the 12 months erding September 30, 1922, are re-

vorted as follows:iw-

Calendax ‘ Yoar Ending
Item Yeax Septi 30,
1981 1922
Grose Revenues . . . . . . Sl4, 24804 W LD,07L.03
Operating Expenses . . . 11,965.41 15,628.28

Vet Operating Revenues $ 2,283.43 3. 1,943.55

The not oporating revenues reported are less than the annual
interect charges on the bonds which the Coast Valleys Company asks
pemission to issue irn payment for the Del Monte Company propertﬂies_.

Cei-tain consumers of the Del lfonte Company wio are property
ovnexrs or who :eside In Pebble Beach appeared tbxough tholr attore
roys, Devlin & Brookmar, and uwrged that if the transfer 1s authorized,
the rates of Coast Valleys Company showld be made applicable for
service rendered to consumers now being served by the Del Monte Come
veny. They comtend that the rates of the Coast Valleys Coﬁpm;r_,
as filed.; are applicable to the entire northern part of Monterey
Comnty and that 1f the Coast Valleys Company sacquires the property,
it can colleot only such rates as it now has on f£ile with the Come
missions It appears from the testimony that were the request of
tae intervenors granted, some of the consumexrs of the Del Monte
Coxpany would have their rates mcreae:ei and others decreased, It
would appeax neither necessary nor altogether proper to determine
this guestion in this proceeding. This is rot s rate proceeding
axnd therefore no order affecting rates should bYe made herein,

Coast Valleys Gas and Electric Compsny aske pemission to
issue $50,000.00 of bonds in payment for the properties of the Del
Monte Light snd Power Compsny. I have comsidered the evidence
in this case snd am of the opinion that the price which the Coast
Valleys Gas and Electric Company has agreed to pay for the pro-
verties is too high. I 4o not believe that the Coast Valleys
‘Compeny Should capitelize ix any form whatsoever more than $40,000.

4~




of the agrced purchase price. This mount may be capitalized

through the issue of not excoeding $42,200.00 of ite 6 per cent.
bonds, which amount of bonds st 95 is equivalent to approximately

$40,000,00.  If the company pays more than $40,000.,00 for the
properties, the excess must be charged by tho Coast Valleys Gas
and Electric Compary to its profit and loss account. |

The Del Monte Company in its Exhibit B shows as of Sep-
tember 30, 1922, consumerc deposits in the smownt of %2,955.83.'
The manner in which these deposits will be handled, if the peti-
tioners will exercise the authority herein granted, should be
submitted to the Commissfion prior to the final transfer of the pro=

rexrties,
I herewith submit the following form of order:=

O R D E R

DIL MONIE LIGHT AND POWER COMPANY having aspplied to the
Reilrosd Commission for rormission to sell all of its proi'aerties

to the COAST VALIEYS GAS AND ELECTRIC COMPANY and the latter com=-
yany having Joined in the application and having asked permis-

sion to issme $50,000,00 of bonds in payment for said properties,
& public hearing having beexn hold and the Commission having con-

gidered the testimony submitted ir this proceeding and being of
tre opinfon that the spplication should be ’gra.nted. a3 horein pro-

vided;
IT IS HEREBY ORDERED that DEL MONTE LIGHET AND POWER COM=

PANY and D.C.MORRIS te, and they are hereby, authorized to sell the
properties described in this spplication, and the lime described-
on. pages 23, 24 and 25 of the tramscript, to COAST y,&ﬁI.EYS GAS AND
BIECTRIC COMPANY, which i3 hereby suthorized to acquire such pro-

perties.
IT IS EEREBY FURTHER ORDERED, that the COAST VALIEYS GAS

AND EIECTRIC COMPANY be, and it is hereby, authorized to issue in

paynent for such properties which it is herein authorized to aoc-

quire, not exceeding $42,200.,00 face valwe of its first mortgage
5_.




.

6 per cent, bords dwe lMarch 1, 1952, and that any amount which the

company pays in excess of $40,000.00 for the properties must be

charged to 1Its profilt and loss accounte
Toe authority herein granted is subject to further condi~

tions as follows:=
Le=~ The consideration which may be pald by the Coast Vale

loye Gas and Electric Company for the properties

0% the Del Monte Light and Power Company shsll not

be urged bofore this Commissfon, or any other pube
lic body having Jurisdiction, as a measure of the -
value of 3ald properties for the purpose of fix-

ing reves or for any purpose other thsn the traps-

fer nerein autrorized.

2.-- The authority hereinm grauted will not beccme offece

3."""‘%9_

tive wntil applicarts have filed with the Commig-
slon ir satisfaotory form a statement showing the

napper in which the conswmer™s deposite received

by the Dol lonke Tuht aid Pover Compary will be

accounted Tor and the consumers interest protag=

tod.

authority herein granted will apply only to stoh

Property as may be sold and trapsferred on oxr be-

fore February 1, 1925.

The foregoing Opinfon and Order and hereby approved and
ordered filed a3 the Opinion amnd Order of the Railroad Commission

of the State of Califormis.
DATED at San Frencisco, Ca.iifomia, this ﬁasay of Novem=

ber, 1922, ‘

ommlissioners. . ‘




