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BEFORE TEE RATIROAD COMMISSION
OF TEE STATE OF CATIFORNIA

=~000~-

Tn the Matter of the Application of
WESTERN FUEL GAS AND POWER COMPANY
and SOUTHERN CALIFORNIA GAS COMPANY
for an order authorizing the sale by
the former to the latter comvwany of
g gas distributmg sy°tem and fran-
chises.

Arvplication
Xo. 3448

we wo an a8 vw vp i

R. E. Matteson for Western Fuel G23 and Power Company.

0'Melvery, Milliken & Tuller by R. B. Reppy for
Sounthern California. Gas Company.

EDGERTON, Commiasioner

ORIZION

Western Fuel Gas snd Power Compeny asks aunthor-

ity to sell For $150,000 its gas geherat:.ng and distri-
dation systenm ihclud.ing its franchises, office furmitwre,
stores, accounts receivable, etc. to Southern Califoxnis
Gas f:onrpanw. The puwrchasing company Joins in the appli-
cation. Of the purchasing price, the Southern Ceiiior—
nia Gas Company proposes to vay $30,360. in cash, |
$80,640. through the sssue of $84 ooo. of its first
mortgage 6 per cent bonds aud 3;‘.39,000. through‘ the {s2ue
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of a ten yeax Serial non-interest bearing note‘
zaving e face valus of $59,000.

Western Fuel GQS and Power Coxpany was
orgsnized on or sbout April 10, 1902. The compazy
hes on suthorized stock fscue of $30,000. of which
$22,501. 1s reported outstending. 0f the out-
standing stock, the Estate of J. H. Spires owns
$22,485.. The compsny hes no bonded indebtedness.
Ite current lisbilities are reported at 81326, 701.81,
of which $127,669.04 represents advences and accrued
interest thereon payable ﬁo the Zstate of J. E.
épires. '

Western Fuel Gas and Power Companylowne
& ges gemerating »lant in the City of Eermosa Beack '
and owns and overates s ga3d distributing system Iin
the cities of Redondo Beach, Mhnﬁamtan.Beach aﬁd
Hermoss Besch, Los Angeles Cownty. W. J. Hammond,
aseistant engineer in the gas and elecfric division
of'the Reflrond Commissioxn, @ stimate° the reprodnc-
tion ¢ost new of the nronertios of Westorn‘”uel Gas
 and Power Company es of Octover 1, 1917 gt $189 125. |
and the repro&uct;on cost new ‘less depreciamion at
$147 697.. These figures incdude $12 OOO. allowed
fbr land: which th@ Souxhern Cali:ornia Gas Company
does not nronose to acqnire. ThP figures do not

-include any allowance for current asoots other thon

-

| materzal° and supnlio,. ’

Since 1912 the Weutern Fuel Gas and Power

Company bas been »urchesing natursl gas from the




Southern Californis Gas Compsny. The introduction

of nstural gas.haS-ren&ered the generatiqg plant of
the Western %uel Gas and Power Comnany obsolote.

The investment in the generating plant is estimated
by the parties to this proceeding a% $44.ood., the
selvage value of $5,000. leaving s loss of $39,000..
Agaiﬁst the genersting plant, Southern Califormis
Gas Company wounld issue 8 ten year ﬁon—interest
beaxihg gserial note for $39,000. payable in monthly
installments of $325. esck. Should it realize more
than $5,000. from the sgle of the gexersting plant,
. any amount in excess of $5,000. will be awplied to
the payment of the lsst installments on the note.

From the recoxrds on file with the Railroad
Commiseion, it appesars that the proverties of West-
exrn Fuel Gas and 2ower Company duriné the past_few
years have been operasted at a ioss. Tﬁe loss 1s
in vart due to the leakege following the introduction
of natursl gas. The company has beer endeavoring
to'oveécome this legkage, dut thus far has not béen‘
able to reduce it to normel.

Southern Californis Gas Compeny pronoses
to continuwe in elfect the rates nmow charged by
Testern Iuel Gas and Power Company until such time
as the efficiency in opéxation. the reduction in

leskage and the increased business werrsnt a decreasse




in the retes. Officisls of Southern Californis Ges
cOmpany'are of the opinion thst & reduction in rates
will be possidble inm the future wnder their mensgement,
buz thie can herdly be expected were the present con-
ditions to vrevsil. Indsmuch se it appears that the
properties of the Western Iumel Gas and Power Company
nave for some time past been overasted at a loss, that
the genersting plant of the company has been rendo:ed
obsolete through the introduction of matural ges, thet
tke pudlic has benefited througk the introduction of
natursl gas because of Lts grester heat units, that
the Southern California Ges Comwany becsuse of its
laxrger overstions and organization will be able %0
introduce economies and bring sbout grester efficiency
thet will‘perhapsljustify a decrease in rates, i be-
%ieve thet the purchasing company should be vermitted
o amortize the value of the generating plant as out-
lined in this ap?liqation and issue in psyment for the
generating plant o ten yesr non~-interest Bearing serisal
pote Lor $39,000. paysble iz monthly installments of
$325. each.

Soutkern Ca}ifbrnia Gas Company vwrovoses %o
vey fLor the distribution system and pro?erties of
Western Fuel Gds and Power Company, other trarn Iits
generating system, $111,000.. Of this amownt, it
intends to pey $30,360. in cash and $80,640. tkrough
the issue of $84,000. of ite first mortgage zix ver

cent bonds paysble November 1, 1950.  The selling




corporation hes agreed to sccept these bonde at 96.

Tiewed ag & separste entity, I do not believe that

the vropertics of Western Fuel Ces and Power Company,
e pow existing and being overated, would justify
the creation of $84;000 bonded indebtedness. However,
if this transaction Iis conéﬁmmated, the vropertics
will no-lohger be a sevarate entity but become &
paxt of the properties of Southern Californle Gas
Company. The lien of the mortgage of Southern
California Gas Company extends to &ll of its prop-
erties owned on November 1, 1910, the dste of the
mortgage, s¢ well as to those acquired subsequent
thereto. The earnings of Southern Callfornia Gas
Comvany avpesr to be adegquate to enable the coupany
to pay the interest on the $84,000 of bonds whiéh

i1t now desire° to isome.

I herewith gubmit the following form of
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Western Puel Gas and Power Comverny and
Southern Cali<ornis Gas Company heving f£iled with
the Railrosd Commission the petition herein as
- appesrs in ;he opinion'which.precedes this order,
& hearing heving been held and the Commission Delrg
of the opinion that the money, proverty or labor
o e procured or vpald for through the izsne of
'bonds 15 ressonably reouired for the purpose of
purpoces specified in the order and thet such pur-

pose or Turposes are 1ot in whole or in vext




ressonsbly chargesble %o opersting expenses or to

1nc5me.

| I? IS FERNBY ORDERED that Western Fuel
Gee and Power Company be, snd it 4ig heréb& granted‘
guthority to sell its enmtire gas gemerating and dficw
triduting systenm, including its franchises and
offige furniture, stores, accounts receivable, etc.
to Soﬁxhern Californis Gas Company for the sum of
$150,000..

. IT IS EEREBY IURTEER ORDERED that Southern.
Californis Gas COﬁpany be, and it is hereby granted
authority to issue $84,000 face value of 113 £irst
mortgage Six per cent bonds due and payable Novenber
1, 1950, at not less than 96 per cent of their face
value plus aécrued interest, a8 part vayment for the
properties herein suthorized to be scquired.

IT IS SEREBY PURTHEER ORDERED that Southern
California Gas Comneny. be, and it 13 heredby granted
authority to issue a ten year sorial non-Iinterest
bea;ing note for fhe prinéipal sun o $39,000 paysble
in mopthly installments of $325. each, said note to be
issned in pa:t payment for the vroverties herein auth-
orized to be acouired.’ |

The anthority herein granted is granted
upon the Lollowing conditions and mot otberwise:

(1) Before this order 3hall become effective
Soutkern Californis Gas Comvany shall £ile
with the Reilrosd Commission a stirulation
duly sutaorized by its board of directors

agreeing that neither it, 1ts successors or




assigns will ever ¢laim before phe Reilroad
Commizssion or other regulatory body a value
for the frsnchises to be acquired from West-
ery. Fuel Cas and Power Compsny in excess of
the actual cost of such franchises to Western
Prel Gas and Power Company, said stipulation
to show'the amount veid for such Lranchises
by Mestern Fuel Gas and Power Company, aund
shell have received from the Reilrosd Commis-
sion a smoplemental order declering that such
stivulation satisfactory ixn form has been
filed with the Railroad Commission.

(2) The purchase vrice of the properties

perein suthorized to be 20ld and transferxred
ghell never dbe urged 3efore‘the Railroaed Com-
mission or other reguiétdry body as-d méasﬁre
of the wvalue of caid préperty Lor rate-fiiing

or yurwoses other than this wvroceeding.

(3) IZL the Souxhe{n CaliZornia Gas Company
shall reelize more then §5,000. from the
séle of the.generating plant and e¢uipment
acquired from western #uel Gas and Power
Comp;n&, +he amount in excess of said $5,000.

shell be erplied to the wayment of the last

spstellments of the $39,000 serisl mote herein

suthorized to be issued.




(4) Southern Californis Gas Compeny shall
xeen ae?arate, true snd sccurate accounts
showing the receipt and apvlication in detail
o< the proceeds from the ssale of the bomds
axnd note herein avthorized to be issued, and
oz or before the twenty-fifth day of each
month the compary czall meke verified re-
‘porte to the Comnission as required by the
Commission's General Oréer.xumber 24, wkich
ofder, in so far se syplicable, is made a

part of this order.

(6) The suthority herein granted to issue
bonds and & note shall not become effoctive -
until Southern California Gas COmpanyppds

vaid the fee vresoridbed by the Public THLl-
ities Actv.

(6) The anthority herein granted %o issue
bonds and & note shell apply only to sueh
bonds and note as may be issmed on or be~

fore September 1, 1918.

phe foregoirg Opinion and Order are hereby
approved axnd ordered filed as the Opinion gnd Order
of the Railrosd Commizsion of the State of Californis.

Dated at Sax »rancisco, Californise,
vhis JU7/ day of Vsy, 1918..
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Commissioners.




