
In the ~tte: of the Ap~lication of 
VALLEY GAS A~~ruEL'CO~A~rr ~nd 
CALIFOP.N!A CO?:E'.A.~"D GAS CO];rFA'f;."Y tor 
~n o:~era~thorizing tbe trans!er 
and Balo to-LOS ~~GELES GAS Ju1D 
ELECZR!C CORPORATION 0'£ their ge~ 
~l&nt~ diotri'buting eyateme.nd 
tra.:ochioes'~ a.nd tl::.e e.w1'1ca:t1on of 
LOS ANGELF.3· GAS A~1)' ELECTRIC CORPt>:
BATION to ~Ul'cba.se aaid. property .. 

POrter & St:.tton for Va.lley C~ ane;, Fuel Company and 
California Coke ana Cae Compcny. , 

Paul Overton for, Loo Angelea Ge.e a.nd. Electric Corpora.tion. 

'l'?BLEN~ Commisoioner. , .. 
o P ! ~! ION. 

'!'hiD is 0.:0. a.'l=>lica.tion on the pa.rt of 'Va.lley Gas and. Fuel 

Com~y aM C~i:!,o=::no. Coke o.:d Ce.s Co:pa.=.y to sell their gc.s plant; 

d.iotri"outing syote: a.nd fro.nchiaes to Los Angelel3 Ge.a a.nCi: Zloctri'c~ 
'I ' 

Loa Angelee Ge.ae.:c.e. " 
I 
1 " '", , . . 

Electric Co:::porat1on to p'Urcha.ee said. property'. The pl'ope~ty to' 

·oe sold. by t~c' Ca.lifor:.1a Col<:ea.:.d Gas CO:lpeny consiots o~ eo par-
I 

cel of real esta.te in the city of Albam"o=~, anc1 the ge.a n:a:n~c.ct'l;l"
i:lg a.nd geller3.ti::.g plant loca::cd. thereon .. :f'ro~ which pla.n~:gas ha.s 

'been dictri"outcd. "oy the Valley Cae and. Fuel Compar.y.. T".o.e p=ope=ty 

.to 'be sole. 'by the Va.lley Gas ano. !i''t!el Comps.ny co:wicts o!_~it~ 

e:lt:!.:e diotr!.buti'l:.g Gyate%: o.n<S. 1 to fra.nchisee. The Cc,.li!ornia 'Coke 

end ~s Cocp:.ny is the holding compcny of the Va.lley Ce.& :::..nCl. Fuel. 

Co~s.ny a~ ~1nZ ~995 of its 5000 iO$ue~ sharcz of ~a.pital stoc~. 
- , 

Nei ther the Valley ca.~ a.nd. Ft:.el Compo.ny nor t~e Cc.lifornio. Coke. 'a.nd. 

Ga.cC·o::1p$.ny a.rc selli:le any of the co-ca.llod. Lov/e ,a.tcntsovr.ced. "oy 

the::. 

:he Vo.lley Co.z enci.·Ft:.el Compo.ny Wo.c inoo~o:ro. ted. in 19011 

a.nd. started operationa in the city 0'£ Po.oa.ciena. a.:oCi. South Paoadom 
...... f: 

in abot:.'t J~nuary~ ,1902. At that time tho Compa.ny leased a, small 

~s ~nufcct~ing ~lent ne~:r Arroyo Seco a.nd sec~ed its ~G from 

th1c sot=co. 



eonetl''C.eted. a. ~le.nt in Al::oan-:or8., from which pla.nt the,Valley Ga.s' 

and :Fuel! Cocpany has therea.fter see'lJl:'eci. its gaG. The Vc.lleyCe.s 

and' Fuel Co~ny wan the pioneer in .All:la:"o:::s., a.nd in SouthPe.aadolla." 

b~t ,the city of Pasa.dena waG being pa.rtially aerved by the P~~en& 

Consolidated Gee Cor:pany a.t t7:.c ti::o tJ:.e Valley Gee and Fuel Company 

entered tbat field. At the time the latter eo~eny zta.rtedoper~ 

tione, it ohargee. the Su:l 01'$1.25 per thoU!!land cubic feet 01' gas. 

Since tJ:.a.t time, ~a.Q:ua.l.'~ee.uctio:l£ ~ve coon mado" d.ue in :pa.:::t, 

at leaot, to the compet,ition of the Loo Angeles Ge.e e.nd'neetl'ie" 

Corporation, with' the rca1.:lt tilat the l's:te ",at' J,:)rceent ehe.rged. tor 
~s in the entire terri tory ee:ve<i "oy tho VcJ.ley Gas a.nd. Fuel 

Compa.::.y, i:cl1.:.ding Po.eeclo:Je" South ?a.ead.e::la., Alhe.:.b:e. a.:ce. eerta.in 

ot:.tlying terr!to:y, 10 75 cents :per thouso.nd cubic feet ,of ga.e~ 

Xr. Thaddeuc Lowe, the president of the Valley Gee and FuelCo;po.ny 

o.nd alBO of tJ:.e California. Coke a.nd Gao Compcny, test1t1ed t~t the 

~stricuting oy-ete:c:. o'! the Vo.l1ey Ga.a a.nd Fuol, Co:tpa;ny ha4 coz't 

$l71,96S,;-4-; that tho gene:=o.ti:::.g a.~ =anutaeturing :pl2.nt ha.e C00~ 

$70,000 a=d that t~e real estate on which the plant wasloeate~ 

~ cost $2500.00, a~ wae now worth a.bout $7000~OO. 

Mr. Luckenbo.'t:.ch, the LOG Angeles Ga.a a.nd. Electric Cor

~~~t:1.'j)n:; eeonotl"Uc~ion engineer, mc.~e a dotailed o3ti~te of tho 

v~ue of the p:o:pel'ties to be,acq~:e~ !ro: tbe Valley Cae a.nd 

ruel Co=pany and the Califor=!a Coke ~nd ~o Company. Hie eon-
I 

.' .. I 

clunion ws.e" that the total va.lue of those pro:pcrties i::. tl:.eir 

prosent conci:' tion 13 $lgS,)09. 67 ,of which amount tbe real csta:te 

in Alha:b=~ id'estimate4 to be worth $;500.00, tho dis~ributing 

Gyetom:$129,444.67 and the re~indor :te to re:preaent tho manu1'ao-

'turi::.g' incl genera tillg pla,nt in Alha.::'Ora., a.ncl a: item of $1600.00 
, I , " 

tor miecellene~~ personal property. ! am convinced t~t the sum 

of $175,000 ie :'lot an exceasive ~O'U::lt to pa.y for the :propel'ty in 

ito present eO::.clition. 

z.u.. 'Lowotesti1ied t1lat tho V~ley Gae and: ~e1 Corapc.ny 

hac been losing money at the rate of aome $ZOOO or $9000 ~er year 
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, .. 

and t~t it ~s beco~e 1m~06sible longer 'to meet the co~etition 

o! its more powerful rival. A comparison 01" the gross recei~ts . 
o! his comp~ny a~ 01" hie ri~al for the year 1912 will show the 

" 

rel~tive strength o! the two companieG~' ior the year ending 

December 3l, 1912, the Valley Gas an~ Fuel Company had total e~rD-

1::'0$ amounting to $50,371.1-.96, "1':'1 th an a,lleged.,.~~ loss of . 

$l},914.04. ~e letter item, howeve=, inoludcG large itemc for , ' 

lonsby 1"iro a.nd. !or ~c~reeie.ted e.CCOUl::~c, which are exceptional 

1tcmc a.nd Bhoul~ not properly be charged i~ their entiroty·t~ tbio 

one yea::. For the 3e.z:e'period, the total oZ'era.ti:c.g revenue 0:£ the 

~os ~geles Gee a.nd. Electric Corpore.t1on was $4-,2S4,g09'.44, aDd 

the bala.nce ca.rrieti·!orwarti :£or the year to the cre<iit 0:£ p:ro~it 

and lOGS wa.e $1,446,55S~64-. From th10 amount, howover, should be 

deducted thc de~=eei~tion, estimated by tho eo~panY'a eng!necr at 
"" ' a v~ re,~e I*Jd!. 
~721#OOO, a.nd dividenda declared at the/.rave of 7.~~ on all the 

co:::on stock, aJ:ounting to $6s7,OOO. 

T~e i~ortance of thic e~~lie~tion grOV/C largely out ot 
the-fact t:b.e..t a consitiera.ble ~ortion 0'£ the property wh1clltho 

Loe Angelec Gas and Electric Corpol"a.t10n is to purcha.sc h3,.o·a.lreo.dy 

'been clu:pl!ea.ted by that co~e.ny, aXld will 'be Dcra.~l=lecl or j't.mked.. 

The Loe Angeles ~e and E:eetrie Co:~o~~tion ~s already du~lieated 

moet o! the Vs.lley Ga.s a.':l(1 Fuel Compc.n}~:! fl g2.s :r.e.inz in the 01 ty of 

P~&Mella.. Thero ia aleo some d~1:'ca.t1on in the ro:::o.1:c.ing :portionz 

o! the torritory aerved. ~. thc Valley Gee ~nd. ruel Co~~ny. It io 

the i~te:o.ti,on of the Los Angeles Gs.a ,a.nd. Electric COl'pOl'ation to 

d.7s:na.D.tle t7c.e gas mn't!!actur1:o.g a:c.d gone:a .. ~ing pla.nt e.t Alhambra., 

utilizing such :portiOns theroof a.s are ~ fit for further service. 

Xoot:.t one third of the Valley Gee anc1 l"uel Co~e.nyt s ma1::l!1 a.rc i:c. 
territory in which no dt:.pl1eation haa as yet taken place. The 

Los Angeles, Ges a.~ Electric Co~oration expects topermi t a 1'o1',t1o::. 
of the 'Va.lley Ga.s anG. Fuel Co~pany' s :cains now d~lica. ted. in. the 

. streets or Pasadena. to remain in service, "out· it will be neceeca.ry 

to £lora., a"oout 25% 0'£ the Valley Ga.o a.nd FueJ.· CompanyTc %:S.ins~ 

-~-



If a ,~lic utility desireo,to buyout a eocpetito% 

~~ the ~~blie will not outfer 'tro%' the transaction, t~o Co~&

sion, oe~ring in ~i:d t~e gre~ter eeonom1eG which ou~t to reeult ~ 

trom the ~,erations o! a larger utility, will not be di~poned to 

deny tl:.e :right to consolidate, provid.ed that the interest,s 0:£ the 

~Ublic are properly protocted. If the eo=zolid$tion is to be e!teet

ed, howevor, it must be done in such a way that tle bur~enG of'tho' 

;p't!blic will no": 'be increased. In the :presont ease ~ tho,'Los. Angeles 

Ca& e.nd Eleet:ric CO:o::>'o::e.tion desi:e6 to' pay $175,000 for property' 

a pOl'tion of which will be IZcr3.:pped or junked, and.' to i.e sue , a.ga.inst 

tAla p=o~erty bonds to t~o emount of 75% of the purchase price, , 

a::ou:::ting to. $1;1, ,250. If these 'bOMS a.re issued, the oompa.ny will 

expect to earn l"stes s'U!!1ciently high to ~eet. the added. interest 

o'bligati,one which will result the:oetrom. At the hearine,cou::.eel, 

for the Los Angeles Ge.s e.n~ Eleotrio Cor:porationst:.ggeeted.tllAt' 

the a.mount ot 'bollded. ~ncie'b'ted.nesa would. not r::ake much differenco 

as' e.!i'ecting the :oates to ·oe pa.i~ oy the pUolic 1 tor the reason 

that t::e :p=op~I' 'be-sic of vsl:t:.a. ti on io the :!a.ir ve.l ue of the ~roperty 

used a.nd. uoe:f'ul !or'ozhe ,p~lic :pt:....",?ose, and not. the, e.J::O'Wlt 0'£ boXl(!s 
0: e:tocl: outsta.nG.1ng. Vr.tl11e thel'c ie much to be .ac.id in te.vor ot 

thio contention, it Bhould 'be :ro~em'be:red in thiB co~eotion t~t ' 

t:'e Sup:i:er:e Cou=t of the Unitecl Ste.tez, i~ the leading case 0-: 
S:yth vs __ .Ames ~ 169 u.s. 466" held t'he.t e.ll the ele::.ents of the 

;proble:: s'how.c. 'be· taken into considere.tioll, inel~g thesmou:lt o'! 

·oonds and. cap! tal stock outste.nding. In Vie'll of tJ:ia doela.:r3 .. ~ion 

andot the natur~l tenee~cy of courts to awaxd a rate at least high 

enough to 'Pay i:c:ter~at On the outsta.nding 'bonded. indo"otedness, 'it 

'becomes ver; i!!::porta.nt t1!c:.t d.ue consideration, ~e given. to the 

item of 'bo:lded 1:xi.e'Oteclneas. 

If ~ ~ti11ty de~ires to buyout its co~petit¢l', it can 
. . , , 

not e:"'"Ji)oct that the :pUblio autliori ties '\"1111 permit it to, "tel:eon 

additioml "oo:lcl.ed 1::lde'b~ecrno"a to eOvor the.t portion ot ~he' ~ro~or':" 
'f1' 

-=y which it '"ill'Bora-I> or j'tUlk $otter ita e.oquisi tion. A utility 
.......... 



has no r,ight to :eXl'ect the public authori tiez to ~ut::aor~ze the 

capitalization of junk. It m3ybe,rea~onable to ask that oonded 

inde'b'Ce6.ne~$ 'oe increcseci. for the acquizition of 'Cilat J(ortion" 

of 'Che plant vrl'lich will continue to b,e used. or ueeful,'!or ,'Clle liub-

lie service, but certainly not for 'CCa.t portion which ie .t.() be 

disce:ded. In the present caee, the Vclley 'Gas and F~el Com,~y 

25 no bonde, outstanding- If the procc2z of com~etition were 

e.s.rrieo. t.o its logical conclusion and. the Valley Go,z an d Fuel 

Co::.p~y were :put entirely out of buainees, tne, :puolic 'Would 'not 

hs.ve to !Jay s.ddit:i.o:::c.l rate a to co":er a jj or..ded. :!.nde'btedr.c S~ on 

thie plant., 

If a :public utility, in ord.er to rid. itael! of e. coml'~':-
.:. 

iter, o.esire5 to ~urch:;).sc i'tz cn::.ire:property, ,including t!ls:t 

portion which will 'be $cr~pped) it must eXJ?ect to "IirJ.'Y for the ser~:p 

out of itc reserve or in 30:e other w~y wr.icn willno't be c~eed 

up egain.::r: th~ public. 

In ::he l'>reser..t :s>roeeedine. the tect1mony oho·."1o th!:.t 0'£ 

the total of $189,309 .• 67, 'being the ...,~ue of the proper,ty to' 'be 
.' 

~co.ui~edl ac eoti~tcd by the pur~r~cer'z construction engineer, 

the sUt) of $58,265.00 represents 'the real estate in Alhe.::.b=~ ::..nd 

t:.e So.~ ma.'"i.1lfa.ctur1ne or gene:::'o.t1:r..g :pl:mt tllereon, wAich. ,roper-cy 

is no longer to be used in the gas buzincoe. !he teotimony ~loo 
'\ 

show:;; t~t ~boi.tt 25% of the Yalley GOo!'! tl.!'la. Fuel Coxnp:::.ny' z go.:zl to;;;l.1n~ 
\ 

will 'be ocrapl'e<5..Z5% of 'the sum of $129,444.67, repre~ntiXlG the 

estimated ,resent '\"c.lu.e of tllc Valley Gas ~d. ,Sue1 CO:llli.o.n=r' zdiz-

repreeenting about one half of the v~lue of the ~ro~erty to be 
, i- ' 

s.c'luired will be zero.ppee. oX' no longer uzcd in the -:;c.o "ou.zineoo. 

! acco=di~ely reco~end. 'tne't the purchAoe and z~le or" 
the property 'be authorized for the f!~ of $175,000, ~,nd. that tlle 

LO:5 I-.ngele: Gc.e ~d Zlectric corporation be .::l:o.'tl'lorizeo. to ieeue 

oona.o agai:r..s't tt.ie proJ?erty in the feee v~l\i.e of $87,500, and 

'tb».t the re~ining:po:rtion of the ;9Ul"c!'.Ase :price be tSolt;cn out of 

eurpluz accrued. to dc..te. It would. ::.ot"oe fc..i:r "Go :provide t~,'t the 

5 - ~.,,~ . 
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.' 

:oneyz w~ich are not to be secured from the ~~le of bonde zhould 

be t~en out o~ future earningo, becauce i~ t~t were do~e, the,. 

pu"olic "ould -pz.y for the d.uplicated :property after .;..11, a:::: it 

wo~d be co~,elle~ to :pay hi~~cr r~teo in or~er to meet theze obli

gc.tion:::'f -tAe ;property whic:"l.i:::: not to 'be ueed in cor.nection. .. 

with the ou"ly of ec.c in the territory here \l!:f'ected i~ he!"e3.!ter 

zold. or applied to a 'beneficial uce in the purch$,aer t c pla.."lt, 'the 

c~e price or the vc.lue 'thereof mo.y Oleo-in 'oe c:redi ted to 5ur:plue. 

'!he City ot :Fazade~~, was represented at the hearing "oj" 

itz City At.torney, who drew the ~ttention of tn.e COIA.-n.i:)sion to a. 

condi tio::: exi.sting in tb.at portion of J?a.etlodeno. which i2 known ae . 

Oek Anoll, where the gao service 'Of the V\llley Go.e and Fuel Com:p$r~ 

nae not 'been adequate to supply the needs.of the inaa'bitant:). !ne 
/ 

City ;'ttorney c.sked that the Com:nioeion to.ke zo::.e action in order 

to ::-.ke oure ~t- the recident2 of tA.:l.t section o~ the e'ity '1ould 

secure an adeq,u:.te eas z .... l':!?ly in c~:Je 'tb.e contcmplatco. ;purebe=~ ie 

co~~~ted. The Los ;~gelezGae ~~d Zlectr1c Cor,or~tion eave 

o..zzura=.cc at the hearine t.he,t .:;\0 soon ae tAO ord.er authorizing the 

purc:i:u.se were msde, it would 1mm.ed:!.ately tOoke step: to sec to 1 t 

t:o.at tAe,. 1:U.abi ta~ts of O:lk Anol:l recei ved ~dequQ,te end zut!icient 

service. T:hi ~ ~szurt.nce ~y OC C:ee:ned zu!:ticien't :tor tl'le prezent •. 

In case the l'lla.."lo of th.e Loe :.Angeles Gas and'Electric Corporo.tion 

in thi:: eo:nr.ee-:'10n, ~~iiJ.ey will be pregented. to the city c.uthor1-

tie~ at :Paeaden:l, be no t. aat:i. sfact6ryto t. bem, this Co:nm1zcion 

will be glad to eo i:r:.to tl:.ie q,uestion further ulion :-.... "OCd::: having ito 

. atte~t.ion drawn to it. 

I eubmit herewith. the followine form of order: 

C' R :0 Z·R 

izine; the sz.le to LOS. A1;;GELES GAS M""DEI.EC~EIC CORPOR.A'IIOI; for 

t:b.e cum 00: one hundreda.nci. seventy-five tn.ouz$.nd ($17S,OOO)d.olln.:-c 
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loc&~c~-t~cr~on~ aitua~ed in the city of A~bra end belo~ging 
< , 

sita-:em c.nG. tre.:'!c::'!eea of tJ:.e Vz.lley Gas ::.:nd Fuel CO::ll=anY,a.z a.ppearz 'f 

1~ co:tr~c-: between Loo Angc10c Gas ~~ Electric Co~or~t1on a:d 

7~11ey G~s ~~ ~~el CO~D~Y ~nd Cali~ornia Coke an~ G~s Com~any, 

d.c.ted :::'e"or.:.3.::Y 21, 19131 z. copy whereof' io ~ttacb.ed a.3 ttExh1"oit D" 

to the petition in thio cz.se, ~~d Loe J:.gelcc Ge.oan~ Elec~=1c 

"oj it of' se.id property at z~id price, ~~~ a public hc~ing ~v1ng 

'been held. on ec.1d ~l'p1ic:'..t10n, c.::'ld. it c..:ppc&ring to tl~:e COl'.Gl:l1Gz10:l 

t~:.t t~e :::.pp:::'iCc..t10:l should 'Je gr::.."':.tec!'1 ouo;ject to the cond.~tionz 

hcrei~~ter specified, 

l. T'~e c.!:).ou::.t 01" 0:0.0 :::uncired c.r.d ~e;ve:~:=y-!"1 ve t:::'O".lSa:::,cS.' 

($175,000) do113.ro ",'lllich Loe ,.Angelcs Gao and Electric Corvoration 

CO=~~1 3Aall not be t~en ~ef'ore t~1c CO~~1c3ion or any other . 
~ol1c :;:,~thority to repre3e~t for ,rate !1~ing purPoses the v~luc 

of t:c.e p:::ope=ty to 'be iCClui:::ed. 

2. ·!n orc!er to· secure oo,id. pul'cJl:>..3e price of one bu..~d.red . '''' 

c.::.1i ,~eve=::Y":,,f i ve tllous:.::.CI. ($l75 )000) clo:'l:.ro ~ loa Az:.ge lea G:;:.s. o.:lcl. 

Elec't::.-ic Corporation mc.y issue its "oo::.ds in t7:.c f~ce va.lue of 

ci311ty-se ..... cn thouaand'fi.ve :b.u=.d.red ($g7~.?OO) clol:.c..rs"c.e c.u.thorized 

by -:l1io Co~iaoiontc o::der in Applic3.tion ~o.453, o.nd tlle re:o.1:'1::.g. 

,ort10n of ~~e purc~3e ~:rice s~ll be cha::.-ged ~g~inst curpluz,o~ 

s~id ~O$ Angeleo G~3 ~::ld Elect=ic Co=por~t10n. 

:;. Loe A.:lgelez G:..a and Eleet::1e Cor!>oration agreez tl'l .. :.:~, 

it will :lot ".:.GC t::o.e l"lolrchc..se o·f the property of 1-:0 cO:lpetito:r in 

the te::rito::y :t!fected or the conditio::.s, o.rio1::.g out of tllecot'l!le-

ti tio::. or reet:.:-:1::.g !::om the ,.J.rcha.se of said :propert:t fo:::, the . 
~~ooe of 1~cre~o!:lg g~o ratec in ~he territory c..!!ected. It 10 

-,; ~ '::': 
............. J 



4~ The Loe P~eelc2 G~c andZlectricCor~or~~ion 

T~c !o~eeoing o~inion and order are here~y ~~~roved 

o.nG. orderec. filed. C2 t7ce' opinion and order of the Railroo.d Com

misz10n of the StQ,~e of CoJ.1fornia.. 

Dated a.t S$Jl F'rancisco, C~lifo:t'nia, thiz rod day of 

April, 191:5 .. 

Co::cmi zsioner:::. 


