Decision No.

LEFORE THE RAIL W0AD COLIIISSION O THZ STATZ OF CALIE ORJIn

in the Matiter of tae Application of
LOUIS R. LACKEY to sell, =csign and
trans fe., and BLYITEE GAS CC., MTL.,
a corporation, to purchase, acau**e
and operate cor*ain public ut y
zas propcruie,, Sranchise and re -
ficate of nublic convenicuce and
necessity; and of BLYTEE &AS CO.,
LTD., 2 corpora sion, to issue and
se1l’ avOCk, notes aad otner eviden
ces o* indebtedness.

BY THE COMMTSSION: '
S2lX1I0;

Louis R. Lackey, doing business wnder the fictitious
name of Blythe Gas Co., asks permission to sell his public ux.
ity gas properties at Elythe, California, to the Blythe Gac Co.,
Ltd., a corporation. The blythe Gas Co., Ltd., asks auxho:ity
to issue eight aundred and seventy {ive shares of its conzon
capital stock of the par valwe of $25 per share or such other
anownt as the Commiscion may determine to be the equivalent of

the provrietorts equity in said gas properties, to Lssuec one

hundred and twenty three shares of the par value of $25 each of

6% preferred stock to pay indeobtedness, and €O issue and assume
notes to which reference will aercafter be nade.

The Railroad Commission by Dacision No. 29448, dated
Janwary 11, 1937, in Application No. 20824, granted té Louis R.

Lackey 2 cortiflicate of public convendernces and neeessity vo cx-




ercise the rightes and privileges graated ©o him by the City
Coumeil of the City of Zlythe wunder Ordinance No. 118, dated
December 7, 1935. Subsequent to scid date, Louis R. Lackey
constructed a dbutane gas plant in the City of Blythe. The
plant was nlacel in operation about Anril 15, 1937. For 1937,
he reports operating revenues of $5,468; for 1933, $12,705.96;
for 1929, 515,884.51; and for the six months ending June 30,
1940, £10,180.48.

The properties, which Louls R. Lackey nas acquired
and constructed and now proposes to sell to the Blythe Gas Co.,
Lté., are descrited in Exhibit "AM attached o the anended peti-
tion filed in thiz procecding. In geoneral, they consist of a
lot 150 x 180 feet, subject to & 1O0-foot right of way for an
alley, at the coutheast cormer of Main and Wells Street in the
City of Blythe on which are erocted tarce, 4,000 gallon welded
éteel storage tamks of 165 pounds working prcssu:o,:primary and
stond-oy vaporizing amé metering cquinment with capacity to

supply five hundred or more conswmers, 4 conerete and sheet
metal dullding, water hecater, pipe, £ittings, gauges, vools and
equipment; over four miles of three inch, two inckh and one an
omo-half inch mains in whe strects and alleys of the City of
Blythe supplying R79 services; 292 consumers?! meters and three
neters of larger capacitys; 105 I.C.C. cy.inders of 100 pownd
capacity 2nd 11 cylinders of 200 ﬁound copacity with regu;ator
valves and £its ng 53 on¢ 1937 Dodze pickeupn ¢ar fully equippcd

as a serviee cer; one Vhite tractof, nodel 704X, with full dutane
carburator fucl tank, dutonc pump and cquipment, ttachod to a

G.M.C. TR18 trailer on which Lis mownted 2 3,000 galilon welded

Teel storage taxk: fully equipped; and ranges, water hecters,




heating equipment, gas refrigerators, ¢ylinders and office fur-
niture and equipment. A copy of the grant deed is filed in this
procéeding as Exaibit ™, and a copy of the dIll of sale as
Dhibit #E.@

The original cost and the present value of the prop-
ertles, which Louls R. Lacliey desires to transfor to Blytae Gas
Co., Ltd.; as of July 31, 1940, are reportad as follows:

Acet. : Present
No. Account Cost Valne

301 Organizaticn ! 9L7.27 & 4,847.27
302 TIranchises 313.20 - 1,313.20
351 Distribution Land 563.69 2,500.00
252 Distribution Structurcs 7L3.35 713.35
353 Distridution Stotion ' n
. Equipment 1,803.51 - 1,803.51
Distrivution Storage Equivment 5,220.13 5,220.13
Distribution Mains 11,032.09 11,0322.09
Distribution Serviceos 4,597.24 4y 59T.24
Consumers® Letors and _
Reguletors 3,955.17 3,955.17
General O0ffice Zgudpmon 179.62 175.62
General Transnortatiozn
Yaterials und Supplics - 1,561.97

Total 33,618.10 _ $/1,986.47

3.6
The valrmee sheet of Blythe Gas Co., as of Octoder 31,

1940, shows 2 reserve for accrued dedrociztion of $2,703.19.

Appliconts represeat that additionai ambunts snould be
added to the organization and franchise costs to‘roprcéent'scrv-
ices rendered by Lowis R. Lackey for legal, cngincering anéd pro-
motional services. We have considercd these rcprescnxationb and
believe that the zmownts claimed for suchk sorvices are oxcessive.
For wac purpose of this procedding, we will incroezse the orgon-
ization expenses from #947.27 to §L,947.27. ¥o wil. zlso recog-
nize 82,500 as thd present value of the company's land.

Blythe Gas Co., Lid. was orzanizod on or sbout August




9, 1929, and has an suthorized stock issee of 2,000 shares, di-
vided into two classes, viz., preferred stock and common stock
of o par volue of 825 per share. The aggregate par value of all
of the shcres of both clacses of stock is $50,000. Its Articles
of Incorporation provide for an authorized issue of 800 shores
of preferred sﬁock md 1,200 shﬂ* 5 of ecumor stock. They fur-
ther provide that the holderc of prelerrod stock gnu.l bn en-
titled to recceive, when o2ud as declured oy the Board of Direct-
ors of the corporation, from vthe surplug or net profits of the
corporation, preferentizl, yearly dividends at the rate of $§1.50
per share and no more. Dividends are to be naid guarterly on
the first daye of Januvary, April, July ané October of each year.
The dividends on the preferred stock shall be cumulative Ironm
and after Jonmuary, 1945, and snall be declared and paid, or sot
apert for payment, before cny dividends on vhc common stock
shall be paid or set apart for poyment. The preforred sTock
shall bhe subjeet o r»de mption, in whole or in pert, at tne

Option of the cerporation, to be deenared by the Board of Di-

[A]

rccto_w on any dividond poyment dato alfter one Jca. from ¢
date of issue thereof. If said proforrcd stock is czlled one
year from date of issue, it saall de rodocmed at the price of
£26 per shore; if called two yeors froxm date of issue, at
$25.75 per share; if callod taree years from Gate of issue, at
$25.50 per share; if celled fowr years from date of issue, at
$25.25 per share; and 17 called afiter five years from the dab
of dssue, it sarll we redoemed ot 325 por share.

The holéers of the cozmon stock, except a2s otherwise

required by law, shall have onc vote for each share 43sucd and

outstanding, =aund likewisc the holders of the preferred stock




srall have one vote for eacn share issued and outstanding. As

stated, Blythe Gas Co., Ltd. asks permission to issue to Louls

R. Lackey oight mmdred and seventry five shares of its common
stock of the par value of $25 per shore, or so many shares
thereol as the Commission moy determine to be the equivalent of
nis equity in toe propertizs. It 2lso asks permission €6 issue
one hundred ﬁnd twenty three shares of itc preferred stock to
pay notes in the amownt of 83,071.25. It lfurther asks permis-
sion to lssue to the Citizens National Trust & Savings Bank of
Riverside, a 5% note in the cum of $12,500, of which 5300 or
aore is payadble on'or beforo May 1, 1940, %800 or more on or
before May 1, 194L, and thereafter $1,200 or more on May lst of
eackh succeeding year uatil May 1, 1949, at which date the wnpaid
balance, 1f any, shzall be dve and payavle. Ehis note will be
issued to reftmd outstanding indebtedness. 0f the indebtedness
to be refunded, 3800 was paid om Yoy 1, 1940, and $50 nas doen
recservel for making 2 furthor payment. A copy of the ﬁote ond
a copy of tae deed of trust seeuring tie payment of the note
have been filed ir this procceding as Exhibit "F." The deed of

rust will be a liex on the compony's reel property at Blythe
an on the improvements tacroon. We £ind sadid note and said
deed of trust to be in satisfactory form.

Blythe Gaz Co., Ltd. also asks peraission to assume
the payment of $822.50 due on an F.H.A. installment note, ox-
ecuted wnder the 2uthority granted by Decision No. 30434, dated
Decenmber 20, 1937, in Application No. 21617; the »ayment of
B4R7.20 Cue on an installmont note in favor of the Citizens
Mational Trust & Savings Bank of Riwverside; and $1,610.80 due

Citizens National Trust & Savings Dank of Riverzide on a note




issued to acquire 2 tamk truck. This note is secured by a
chattel mortgeze waick is 2 lien on the tonk truck. 3By its
terms, the note is payeble in monthly installments of $50.

In our opinion, Blythe Gos Co., Ltd. showld issue o new note
for szid $i,610.80 ond exzecute a new chattel mortgaze to-
secure its‘payment. A’copy of the note &d chattel mortgage
is £iled in this nroceedingz as Exnibit "G." Taey are in sat-
lsfactory forn.

Blythe Gas Co., Ltd. further asks permission to
finance service extenslons and improvemenzé wo the extent of
$5,125 by negotiating 2 loan or loams in s2id aﬁount and vy
executing a note or notes therefor in such form as m2y de ap-
proved‘éy the Commiscion. |

In 1%z origincl petition filed in this proceeding,
cpplicant alleged thnt it will e necessary for it to purchace
and install cdditional storage to the extent of at least 3,000
gcllons, bottle £illing equipment of larger capacity, clectes

pumping equipment, vapor »roof cleectric wiring and lighting,

liquid nmeters, xain extensions estimeted 2% 5,000 feet, 100 aé-

citional services, 100 additional consumers! meters, and 50
cyiﬂnd-rs with regulators at o total astimeted cost of £6,828.82.
The supplemental petition, filed on Novembdor 28, recites that

to meet the increasing demant for domestic fuel, c¢ylinder and
bullk gas and to provide an cmergency storage capacity, Louls R-
Lackey has acquired a2 tark truck equipped with a 2,000 gellon
welded steel storage tank a2t a cost of $2,4138.46. The record
is.not clear to us ac to the cmownt of additional Iinancing
2lytae Gas Co., Ltd needs to wndertake at this time, or 2as %o

Thae purposds for which the a2dditioncl funds will be expended.




pibe g the company finds 1t necessary to obtain additional funds,
1t should file with the Commission a statement showing the pur-
poses for wnick such funds will be expended, together with a
copy of the note it proposes to issue. This matter will tlen
be covered by & suppleaental order.

After reviewing the record in this procceding, we
are of tihe opinion trat Louis R. Lackey should be ?ermittcd to
sell his gas propertics at Blythe to Blytne Gas Co., Lid., and
that sz2id Blythe Gas Co., Ltd. should be peraitted to iszsue to
Louis R. Lackey 23 part‘payncht for said propcrtié; $18,125
par value of ivs common capital steck, and shouwld further be
authorized to iLssue nroferred stock, notes, and zssuze indebted-
ness comnected with or arising out of the busincss.of said Louls
R; Lackey, Cdoing business wader +the fictitious name of Blythe

Gas Co.

The Commission naving concicored the requests of

Louis R. Lackey, coing vusiness wnder tho fictitious nome of
t

Blythe Gas Co., =ad of Blythe Gas Co., Ltd., and it boing of
-thc dpinion that this is not o matter on which 2 hearing is
neeessary, that the money, »roperiy or labor to B¢ procurcd
or paid for by the issue of stocks and notes, ond by the
assumption of the in - : authorized, 1s ronson-
ably'raquircd‘for y : ' in this ordor and that
cuch purposes are not, in whole ox iIn »art, rcasonnbly chorge-

a2ble to opcrating oxpenscs or to income, thercfore.




TT IS EEREBY ORDZRED 2o follows:
1. Louls R. Lackey, Going business unGer the ficti-
tious name of Blythe Gas Co., may sell o2nd convey, on or delore
April 1, 1941, to Blythe Gas Co., Lté., the prope:ties to whica
reference is nade in the foregoing opinion, S which aré aere
porticularly deserdbed in the grant e in the bill of sale
filed in this proceeding os Zxhidits "DT an f rcspectiveiy,
and said Blythe Gas Co., Ltd. moy acquire and operate stid prop-
fes ame assume all of Louis R. Lackey's liadilities connceted
with or arising out ol the busincss. £ said Louis 2. Lackéy,

doing busincss wnder the fictitious name of Zlythe

as

"

G
2. In port poyzment for said propertics, Blythe Gas

Co., Ltd. nmay fscue and deliver to Lowls R. Lackey, on or bcforc.
April 1, 1941, not cxeceding $18,125 par value of its comuon
apital stock. |
3. Tor tac purpose of »oying $2,071.25 of indebtedness,
Blythe Gas Co., Ltd. mey issue and deliver to Louls R. Laékey and
Florence N. Lackey, on or before April 1, 1941, 123 shares of
ts 825 par veluc proferred stock, said stock to be issued and
delivered only upon concition thot scid inlebtedness of §3,071.25
will o liguidated.
4e 3Blythe Gno Co., Lid. may, on or bolore April 1,
1941, issuc to Citizens Notionwl Trust & Savings Bank of Rivcr-
side, 2 note for the principal swe of $11,70C, bearing intercsi
at the rete of 5% per anwpnm, and to sceure the payment of said
note by thce oxeccution of a2 Joued of trast, s2ill note and said
deed of truct to he in substratially the sane form as tac note
and decd of trust filed in thuls procceding as Exafdvit "F," nro-

vided, that the authority hercein gr %0 oxecute a deed of




trust 1s for the purpose of this proceeding only, and is granted
only insofar as this Commission hos Juriscdiction under the tems
of the Public Utilities Act and is not intended as an approvel
of said deed of trust as to such other lezel requirements %o
whichh s¢id deed of trust noy be subject.

5. Blythe G2s Co., Ltd. may assume the liability for
the wnpaid balance, $822.50, due on the F.H.A. installzent note,
2lso the liability for the wapaild balance of $L27.27 due on an
installment note in favor of the Citizens National Trust &
Savings Bank of Riversice, to which reference is made in this
aprlication.

6. Blythe Gos Co., Lid. moy, on or vefore April 1,
1941, ¢exocute and deliver o note and chattel rortgaze in the
forn of Exhibit "G" filel in this procecding, for the purpose
of paying port of the cost of & tank truck described in the ap-
plication; provided, theot tho cuthority hercin granted €0 o%-
ceute said note and chattel mortznge is for the »urpose of +this
proceeding only, nd i gronted only insofer as t:ié'Commis- n
has jurisdiction uncor the terms of the Public Usilitics Act ome
1s not intended ns on opprovel of said note and chat:él'mortgago
as to such other logal reguireme vhick said deed of trust
zay B¢ sﬁbjoct.

7. ! . ine as 1t involves the issue
of 150 shares of common stock is hereoby dismissed without prej-
udice. |

8. The cuthority herein gramted will bocome eoffcetive

when Blythe Gas Co., Ltd. has palld the zininur feo proserived by

Section 57 of the Public Utilitics Act, which foc is Twenty f£ive
($25.00) Dollars. |




9. Blythe Gas Co., LtC. skall within thirty (30) faye
after it ccquires thc aforezaid properties, file with the Reil-
roac Comalssion o copy of the grant deed, and & copy of the vill
of szle oy which it will ccquire title to stid properties, o copy
of cach note it issued, a copy of the leel of trust, & copy of
+he chattel mortsane oxecuted wncer The autaority herein granted,
and o report in complionce with tho Commissionts Seneral Order
No. 24-A, which order iacofar ns 2applicndble is nade 2 parﬁ of
this order.

. - v V> 4
ated ot San Freacisco, Californdz, this /77 day of

Decenber, 1940. -

V7

Conrrlscioners.
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