Decision No. 3’7953

BDFOR.:. RAILROAD COJMISSIOX\ O I-'“ S’I‘AI‘::. 3 CALI"OP.N"A
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In tho ‘matter of ‘the’ app...ica‘cion er” T ‘ H@U L

EDWARD N. FROST.and ELSIE H.. FROST,
co-par-t.ners doing business uynder the
name and, style of IONG VALLZY LIGHT .
AND PO':‘:R COMPANY, -und PACIFIC-GAS AND
ELECTRIC COMPANY, amthorizing, among:
other t.hing,, the formexr to sell aad -
convey .o the litier the sublic wtility
propertics Jerein .me'ztionod under-and..
in conformity with 7, agreement, of salc
and mrchasc dated Febmry l 19L5q

Application No. 26610
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R. We DuVal fcr 'c."xe Applicant., /
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BY THE COMMISSION:

»l ox

,:’lz

EZdward N. Fro.,t and Elsie ¥. rrost, co-part.ner' doing busi-ze 3 unde*
the name and st.yle of Long Valley L:S.ght and P0we'~ Company, ask pemission to B
sell ’their elect' ie u‘cili y pmpex-tie., located :.n anc‘. about. the ‘rown of |
Layt.onville, Lendocino County, Calz “o*nia to the ?aciﬁc Ga-s anc’. Zl.ectric
Company» “The latter reque..tu oemssion to acqui*e and Operate .,aid propertics.
A copy of the agrcement covering ..he purcha & anc‘. sale oi‘ 'che prope*ties iu .
filed w:.th the application as :)chibit ;;A L R ‘ '

| B 'rhe Long V&uey ght and Power Comoa.ny :..s a sma].'l. public utilit.y

‘operating a gener...t ng plant and di..t*ﬁ.bution facilit:.e in and about the' Town
o" Lay‘c.onv:.ue in Mendocino ~C«:;t.':.m:y, Ca]..“om...a. mergy is produced i'-z a d.Lesel
generating pla.nt having an aggregatc capaciifty of 150 ld.lo-vat Durﬁ.ng the
year ...%L vales of L«l 29 kilowatt hou*s were‘-epo*tcd for which the cu.,tome...
paid an average rate of ..2.6¢ pe* }d.lowatt bours ' . -

T‘w anm..al repo*'o... o“ the company on i‘ile w::.th this Commis sion, whic‘n

......

were made 2 part oi‘ this record by r'e.erence R How the i‘ollowinp relationsh:.p ’
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between revenues, expences and balance for weturn for the three years indi-
cated:

':be.ucmmt -oi' ‘Re\renueﬁ" a.nd :bcpen:e.s

You2 o1 YoL

——

QOperdting . Reverues

v

Sales %o Customers 86,264s1t  $4,810.33  $5,219.3L

enses o
Operation 3556045 3,029~54 4,110201
Salaries of officérs ,560491.; 1,5L6¢25 1,834:20
Insurance B 178-35 120,50 284,50
. Taxes - Coun‘cy e 107250 101.06 - 1049

Soci.al Secufity 2060 2N 06 . L5elT
Bxcise . 208.60 © 160,18 174325
Depreciation ' ...,115,03 l 115 ..03 1 13.5 .03

smea -

‘Balince @Z=D (D) D
Withess Frost appearing in beha.lf oé thé. scllers tes‘t:.ﬁed that m
was' seller®s desire ta w:.thc‘.raw from 'c.he publ:!.c z.tility operat;ons :.n which
they. are now engaged, ‘and” to e rcla.eved i’rom ‘a1l rurbher duties and responsi~

Bilities associabed with tha;t"ope*h'tion'.' o

Witaess S ..,uﬁher..and.( ) appeaz'ing :Ln be‘zali‘ o. thc buyer presentcd
te..timony coveriﬂg the plans ot th- bu,,re. ror the mture oporation of‘the ..
nroper‘c:.es and a summary of the ci*cur«tances which in.fluenced the contract

price ‘set 'forth in the' sales agreemr-nt.. In ..his '"espec‘c it is of record t’mt

throughout the’ grea.t.er portion "of nov-chc*n Cali.i‘oz:nia a.nd a po-t.’x.on of whic‘x )
facilities aré” in' the Coum;y of }.'endocino< 2) '.’:itnes& for buyer tes‘bii‘iod tba‘
i it acquired the long Valley I.d.g*-rt. a.nd Power Co;n;::;ny it pmposed to ma}ce
available ' central” ...tatim scmce 'ciei.ng in t‘hiu i...olated .,yst.em wi'th its

w0t
[ R Y R

(l) ‘N R- outherland, fome*ly Comial Jﬂnage“ oi’ Paci'ic G&s and’ ﬂectric
Company and preaently San .Prancisco Divﬁ.s.v.on. ..Janager o" the szame company,
conducted the negotiatio-:s for the buyer..

(2) Paci"ic Gas and E:I.cct'ﬁ.c Compa";y acqui“ed the propeme... fomrly owned by
californid Public Service Company serving the Willits and Fort Bragg areas
of Yendocine County under f)zc azrt‘uorit.y gra.nted by Decision No. 37571 in
Application No. 26382. :

L Inverse ‘Itezr)
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general system at Willits by mmdﬁng its presﬁn“c, trassoission system 'nén".h
Srom I.nngw)’alé to the present Laytoaville systes, 2 distance of approximately
seven and one~half miles. -This,fc_onétruétﬁ;qn would be undemakeh’a; 09 as
‘necessary release governing the use of mate::ié.l' and labor could be secured
from the appropriate federal autherities, When service ové:.‘&;e- mmw-
Longvale~laytonville line is available buyer pr.oposc;s %o shut down the com-
parat.i:.vely high-cost cdlesel generating plant of .s-eZL.',I.e;y:f but €0 maintadn t.‘.{e_
‘plant. as standby, ' |

In reference % electric raves %0 be cherged, i‘r, is bu.yerf s plan to
continue in effect the prese':p.# rate schedules of the selier, b@t when f;:e_ntrq;.
station service is given to make available the m;c'h ;owcé rates effective in
the Willits territory,- | | ‘ |

As revealed by Ex.‘i‘.;bit' A" buyer has agreed to pay the sum of
$15,000 for the properties, subject to minor adjustments to reflect :the changes
{5 the inventory of materfals and supplies op hand between the date of ‘agrec-
ment and date oF acquisition. ' | |

The buyer introduced 2s Exhibit No. 1 the results of an appraisal as
of Qctobery L94LL, in s;;.mﬁaa:!y forz, of the eleci_rﬁ.,c ;y;fr;exp prepared by its

| Valuation Department,  The .,es-tima._'ocd mndepreciated historical cost as set

forth in the appraisal exceeded the amount meported by the seller o .the
Commission in Lts anmual report, as of December 3L, 19kk, by SL1,282.62,
Likewise, the estimited depreciation as reflected in Biribit No. 1 of the
'b\_zy.ei- exceeced the amount reported 40 the Commission in the a.nnual report of
the .:'»?ller By $2,635489+ The ﬁwpr'é wpness, who introduced Zxhibit .1\56;. 1,
-s‘tatcci"cb&t in his opinion the cagital accounts, as recorded on .the books of
the wtility, do mot properly reflect j:heyhié,‘b_orical _éost,of the 'f;rogqmi,és..
In arriving -at the undepreciated -historical cost, as of.October, L9LL, in.an
-amounrt of $22,37L,.the witness stated.that the appraisal was based upon.d
£ield inventory of the ,e_ciuipment 10 which mere applied estimated historical
undt costs -anc general.overheads :o.‘.‘ﬂlé%;,'gbhe :lar,tqr:be_i:;g applied to .ﬁ;}pgible

nonlanded plant .accounts otherthon .miscellaneous power.plant equipment, L0
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which an 8% overhead was B.ppliedo 'l'he bu"y"er hould £ile;vwhth tho Gommiss.‘.on 2

copy of tho inven‘cory a.nd appra:.sal m ‘whign :::m.‘:.bit Noo 'l 5.., based.

oI fu'opom 0“ the purchase brice, Witness Sx.the*land staved that he
had gﬁ.ven con..idera‘bion to the prope*ties, “iAcluding the diesel. pla.nt > build—

-

ings, land o.nd dis'c.nbut:.en i‘acil:.tie.,, which 'would: be. acquir red, franchise and
‘cérti"icate to operate y -eusinesa, books and records a.nd the potential bu.'ine..s,
in rhe a.rea which may be developed as well 'as compet:’rtive agpects of the areds’
It was fu.rther Mr, uuthcrland's view that his company was warranted in ma)d.ng
the 31.5 OOO pa.yment i‘or the prope:'ty pll-..- ‘the estimated investment of 520,000
in the transms.,ion tn.e line, ifasmich as such total investment would de, | ‘
justified mder ‘1:':.., compan,ﬂs .prese’xt line extension rule.  In reference %0 the
expected’ ’gross revenue he con"luded ‘that it wo;ld be fair t0 azsume adout '
half(B)that receivcd in 1%2 or £3,200 plus’ another $1,000 f°"'°’@¢¢?°d~5mh
in business. - ) |
It -i.s o urthe- reeo-d that the Long 'Talley Light and Power Company
is operatmg u-.de* a _i:m'.ted franch:.se as to territory granted by the Nendocino
County Ordi“.ance 1\0. 252 for wh:!.ch a ce-ti“icate to’ exercise m..c"x franchis
was granted by t"li- Comss:.on i"z 2936 by Docision Nos 29129. .,uye* pointed
out 'cha’c it l*eld a com‘ty—wide -a.ncb...se fo:" the same county by rea.oon o“

Orc’._rance '\o. 258 and held a ce*ti.“i.cate f-:o:r ‘this Cormission under date of
:ebmry 255 l?hl',--by'--Decis.*..on"No_._. ‘3‘39,4.65.[‘)

(3) The application’of the W}illits rates will result in a .mearly 50% .reduction
'in customer billing.

(L) The Order in Decision No: 339146 {Application No..217LL) reads in part as
follows: . "It appea.r:x.ng ;. and being' found!3s & fact that public comverierte
and nece.,city 50. require, Racific Gas and Electric Company is hereby granted
3 certificate to exorcise 'ehe rights and privileges graated by the County of
Menddeino by Ordinance No..258 adopted December 16, 1936 1o the extent that
Pacific Cas and:Electric.Company may exercise said rights and vriv.‘..ueg,cu
within'such parts: or.portions of salid county as are znow served by it or’
hereafter may be served by it through extensions of its existing system made
in the ordinary course of dusiness as contemplated by Section 50(a) of the
Public Utilities Acts provided, however, that this cortificate shall be subject
'to the stipulation given by Pacific Gas dnd Electric Company that,.except
upen further authority of this Commi..eion ‘fhrst obtained, it will not exex-
.cise such franchise for the pt.rpose of furnishing or supplying elect'ﬁ.city
in thoge parts or portions of said county now being served by Central Men=
docino. County Power Company, the City of Ukiah, California Public Service
. Company, Benbow Power Company, P« Arena Flectric Light-and Power Company, o
2 N Frose, and: subject. also 1o the condition that: the-Railroad Commission may
hereafter by appropriate. pmeecding and order JAmit the authority herein.
grantod as to any torritory within said county not then being servec by
Pacific Gas and Zlectric Conbany.
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IV

T"ze Comm....s:.on is oi‘ t.h Opﬁ.m’z.on t‘wc. the acqu:. 'cion o“"'he Img

V"O

valley L’z.ght and Pcwc* CO:xpany prope ics by the Paci“ic Gas and E.lect*:.c

Company .-:mll gcnerally redcund to ..he bcncﬁt of thc comumcrs now sewcd '

-

the former comcany, bccau..»c o. thc p*o pcctive lower rat.cs and :.mp*ovcd eloc-

av

tri.c semce.

I'z -cfc*ence w thc appra.ical “igurcc subm...ttcd by buyer the
Ccmmis.,ion :’z.., not prepared to acccpt ""zcsc a.. rep esenting thc his t.c:-ical

cost o*‘ che proncrtics mdc- purchase.

Unon t.he construct on of thc t:.e line, .,clle-fs die.,c... plant will bc

*

-

..‘mc down and ws ed a., a standby‘ c.uart until ite :-cmoval is admable. In
Dchib:.t No..-l a *emn_ng ..i e of two Je«. ‘na., bcem az ...gned tc the e...el
plam. 'I‘hc reccw'd shcws tha'c t‘xe physical imcgmtion of thc proporti.cs will
afford a higher .manda*d of service 'c.c the consumcrs now scrvcd by Long Valley
uisht a.nd Pcwmr Co'npany t.han thcy ‘mvc he*etofo*e e:q:e*icnced. In our opinien,
'c.hc cost o“ thzs .,emce sho.zld be roduced by 'c‘-xe retirmcnt of chc diesel
plant whcn t‘xe tic line is placed in cpcrat:.on. The undeprcciatcd ...nves'cme'x'c
in thc d...c..,el plant may be amortized thz-ough cha*gca o Acccunt 506 within Lwo
,,fear., a.ftcr placing the ‘c.ie l:.ne ivx ope-a‘.;:‘..on. '

Pacif ¢ Gas a.nc‘. :,lectnc COmpa:zf .,ha.ll in due t:.me .,ubm.‘c the

Journal wt'ieq mquircd by Account 391. - mec’cric ?lant Pu*cha.sedw )

, et
No one appearcd in oppos...tion tc the g*ant ng of thc‘applicqtion.

(8) Accotnt 3%L ~ Tleetric ‘Plant Pu.c‘:a..,cd, rcads as follows-
M39L. Electric Plant Purchased. « - ' X
“+ WA, This account chall dneluds thc co.,t o“ elec r.':.c plant
acquired as an ‘operating unit or system By purchase, merger, con-
solidation, 1iquidetion, or otherwise, pending the 'distribution
~thereof 4o the appropriate acccu.n‘cs in accordance with electric
plant a.nut*uction Le - ot
. -B. Within 'six (6) mont.hs "rom the datc of accu:...,i'cion of
property racorded herein, there shall be: filed with “the Commission
the proposed. joumal ‘entries to ¢lear from this account vhe co...t
7.3 t‘ae utility oL the ‘p"'Opar‘cj a.cqu:.red." T
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QBDEE

A’ public hearing having been held or ‘the above sntitled maltter and

'the Comtssion having consideved the svidence submitted at 'such Hearing, and

it being of the opinfon that the granting of thiec ‘application is in the public

s ¢, e e
interest, therefore,

IT IS.HZREEY ORDERED £hat Fdward M. Frost and Elsic H. Frost be, and

'r.hey are hereby, authorized to sell and transfer on'or before June 30, 1945,

to thc Par'i ie Ga.s and Electr.‘z.c Co:zpany the propcrt..x.c., and business described

in ,‘w aprncment “ilcd with tbi., application ‘as mbm "A." The Paci“ic Gas

" and mectric Compa'xy :nay acqui:-c and operate .,a:x.d pronertics and ‘business. The

'sale md 'c.rax;sfez' of the propert.ies shall be-consumsated in accordanco with

the verms and conditions 'of ‘sald agreement.

IT IS HEREBY FURTHER ORDERED that the restriction’tol the certificate

| granted Paéific Gas and Electric Company by Decision 33946 4n Appiication No.
207Uk 6 the extent it appﬁéﬁ. %o the “transfer of the properties herein-auth-
orized, is hereby withdrawn. -

17 16 WERESY FURTHER ORDERED thet Baward X, Frost and Ilsie H.'Frost,

| concurrcmly With the tra.n.,fer and ‘conveyance o the properties: snvolved, may
cease suppl;dng and mmi.,hmp Ploc‘tr’.s.c Tervice in ‘and about the Town o-‘

B Lamnville and are hedesforth relisved of the ‘dutics and functions of an

electric public utility.

IT IS HEREEY FURTNZR ORDERED that Pacific Gas azd Hlsctric Company,

upor acquiring the said properties and business, may withdraw and cancel the

rate schedules and ‘miles and regulations of the Loag Valley Light and Power

Company, and shall refile the rate schedules of the long Valley Light and Powesr

" Company in the.name of Pacific Gaé and Tleétric Company,and shall'‘make’ effect-

fve, in the tem‘cory imiol\'reci" “mules and regulations of Pacific Gds -and
r..lectnc Company prcae’xtl,r on file with this Comusion. |

IT IS MBBV TURTHER ORDERED that withinm thir*.:y (20) days after the
sale and traasfer of sald properties Pacific Gas"and Electric Company -shall

- g
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file with zhe Ra:z.l*oad Comis's...cn a copy,of the-deed.anc o'c,her *n...‘omme-ms

under which it acqu:.*ed' ang:’ ho ds-title to said propertie.. _t.oget"zcr vdth a

coj:;; of thc inven‘bory and” app“&i g3l of 4he properties acquired.-

.

IT IS -IE’REBY FURTRZR ORDERED that . the action herein t.aken s‘w.ll not

be con.stru»d 0 be & "mding ©f vaiue for any,.purpese other than the 'omceed..rg

herein involved..
IT I$ HEREBY TURTKER ORDERED: that the autbo:'i‘cy herein grantcd wzll
bccme effective upon the ddte hereof. ..

Dated at San Francisco,California, this. ég day of

(Comi s'sioners) ‘




