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Decision 

EEFOf{E THE PUBLIC UTILITI a;s CO:1UAISSION OF THE STt.'IE OF C.".LIPORiJIA·· 

IN THE :~.:'~T7£R OF THE: 

(1) Applic!ltionof KENNETH E. KNAPP., 
db:>. GAREBRV!LLE Gf. S CO¥.PAl~ Y , for 
;,:,n orcler authorizing the zP.le of 
property ~- ineli.lc!:tng Certif:c:'te .. 
of Public Convenie!lce ,~.nd Necess1 ty: 

Appl.1cs.t1on of GARBERVILLE GAS· COP.P~ .. .,. 
r:! corpor:).t~;on, for or(~er ~uthor1z1ng 
issue of stock. 

P:pplic~tion 
No. 291:31. 

FIRST 8'G?PLEMENTP.L OPINION 

By :::ecision l~o. 41':50., d::-tecl t"l~'rch 23., 1948
7 

in the 
~. 

~bove entitled metter,. the CO:n:n1ssion, nmong other things". in 

con:;ider1ng c. re~ucst :l:~de 'by. GGtroervi:'le Gas Corp., to· issue 
. (1) . 

t50,OOO p.:r value or stock in p~ymcnt l"or thepropert1es. of 

Ke:meth E. r<'''lapp', oZI.uthorizcd the corporc.tion to issue only 

$35,000 p~r v~lue of such stock, hol~ing in cbey~nce the .re~uest 

to isst:e the re:ll~.:f.l'ling $15,000 of stock~ On this pOint,. the 

o,inion in the s::'!ie c:ec1sion re:'es o.s follows: 

If it (Odrbcrv111e G~s' Corp.) su'bo.its. t"n 
inventory of its pro?erti~sl the octu~l 
cost., O$t1ln~ted it not Imown, of :uch pro­
,erties ~nC! D.n o:;t:f1;~,.,te of the ~ccru~d 
depreciation in the properties~ ~e will 
eive further consic.erc·t:1.on to its' request 
to issue ~ddit1on~1 stock in the n.mount of 
$15,000. 

It appe::}.rs tho.t· pursuant to SD1d decis1on,' Carber~ .' 

// Ville Gns Corp. MS acqu1rec the. propert1es of sz1d Y.napp ::lnd , 

l"~"'!.S 1:.sued the $3$,000' p~r v:3.1ue of ztock. In a su'bsequent 

~Pl"J11Ctlt1on (No. 2938.3) filed on Moy ~a, '19'~,' in req,uesting. 
, ...... , . ~.' ' .. ' 

r~:--' .---- " . 
The properties involved '~':cre those' usec1 'by said Kn"pp in 

distributIng g3s in Cilrberville \lncer rstes·.f'iled. with the 
Coo!:iission" and in selling tanlt gas· :,;t.ne. leasing and, selling tanks 
~d g~s ~pp11nnces. 
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peI"'C'llssion to incre~.se rates, 1 tpre~ented ::. financ:l.o.l st~te-
, 

~ent zhowing. itc assets I?.nd liobi11ties as .of April 30, 1948, 

o.ne ofi'el"ed testi!':lony :-el2.ting to the n::"ture ~nd exter;t of 

1 ts properties o.nd to their cost and cst1rr.~ted vclue. The 

st~te:':lent shows for 0. frcachise on' ~ppre.isecl value of ~'2,OOO 

~nc for the to.ng1blc properties, the following amounts: 

L~~d ' 
'Utility dictribution e~u1pment 
Prop&ne storzge t~ks 
Tra."lsport~,tion co~uip:ner.1t 

,Shop equi,::lent 
Furniture ~nd fixtures 

Total 
Le:::.:-~llovl:!lnce for ¢cpreci~tion 

B::Ll~nce t:: 
'.' 

1,000,.00 
27,.089.26 
13,677.67 . 
13,.7'60.52. 

1,;0;.38:' 
. 613~15 

62,445,.98 
/, "3 .12' 

62)5f2.S; 

AP911cont's presid0nt h,.s cc'_vis~d the Com:':l;tssion that 

the ~1, 000 e s s:1. gncd to l~nd is o.n e:: tima te rmd the c,'.!:"ren t 

v~lue i::: about two ~no one-hel! times this amount, th~.t the . 
figure cloimed for utili ty ~1i!:tri bution e~'U1pr:lent iz o.lscd on 

con!:t:,'Uct1oncost~ '1:he:-e 2vailable ~nd o,ther~'I1$e on estimc.tes 

of ~i.lch co.:ts, thP.tt '·the il!r.ounts for the prop.')ne stcr~ge t.~.nks 

and the trl?ns·port·:J,tion equipl'nent represent or1gin::Jl costs, ."nd 

th:;.t the shop equipment i~ incluced c.t est:l::>.::ted ros::!le vlllues 

r::.nci the fU:'niture 2.nr1 fixtt.:res at current ~ppr3'j.sed' v~lues .. The 

cost of the fr~.nchisc is reported :;t $461.65. 

The report~c1 allowance of $433.,12 :f'ordeprecir.tion 

represents the :;ccrual for the. nlonth or A~r11, 19/~, which 'liaS 

i.."lcludeo. by ~·r:1)1:tcant in it::: oporcting expen:::e's for that month. 

No estimste h~ s been presented by it of the- totp..l accrued' 

rJ¢?r<:c:r,:,.tion in the' propert';.es, prior to April. 

Gencr:l1ly spesY.:ing, ~'le believe that in determining 

the ~mount of stock to be authorized i:'1 payment for properties 

there should be t:~en into cons~dcration the original cost 
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of such properties, cztitl:..ted i1' not l'.no','ln, end the est1!nc,ted 

.!lccrucd deprecio.tion. Although r-:pplico,nt has not s,;b::ni ttee 

such:; c.eprecir>.tion estioate, the Com:~ission does hove before 

it ti" ... 0 fin~neio,l reports filec by its predecessor Kn~~pp cince 

the inception of the opernt1ons in 1939, which reports, Along 

':li th tLpplic~nt T s April, 191,8, st3te:nent, show the net increases 

in ':'operty .':!.ccounts and the net increase in the reserve for 
' , , 

,1epr-;:ociatior., ';:hich had been f:!,Ccu.'':lu'l."ted'' in prior ye~rs by 

C1,p?!'opri~tionsf:::,o!n carnings, except ~sother'.vise stDte~, ~s 

folJ.OV1S: 

Yepr Pro'00~ty Reserve -
1939' ~,7, 747 .8S $ 3:39 .. 28 1940 ~,321.42 629~96, 
1941 1,267.05, 629.96 
194:2 9'54.S6, 629'.96 
19'43' .39:2.63 629:~96' 
1944 .3,254.14 847.46: 1945 2,294 • .36 1,197.,86: 19J ... 6 2,371 .. 24 1,307.50 191:.7 32,62.3.16 4,605.25 

(2) 1948 (To April 30) 21 222. 211: lz722.~g 

Total ~~62 z /~~2 .. 28 $12 1 2.42. 67 

For the purpose of this proceed ing we ",i11 J3ccept 

the $62,445 .. 98 included by applic':mt in its finQnci~l ste:tel'!lent 

0:." Al'ril 30, 1948" for the tsngible properties ond will 'toke 

into conSideration an ~llowo.nce ,for deprecia,tion against ~uch 

properties a.s set forth in the preceding to.bu!:ltion.. As to the 

int:>ngi ble cap1 tal we ',vill tlccept the reported cost of$461~ 65. 

In rej~cting the ''1.ppro.iS~d Ve1'1J0 of $2,000, cl~imed for this 

i te:n vIe ·','ish to l'oint out to r;.P?11cant that uniler the ter'.:lS of 

th<? PubliC Otili tiez Act the CO!!l;;:ission hns no power to .:luthorize 

the c:;).pi taliz~tion of <lny franchise or pemi t .vh.?t.soover or 'the 

right to Otlm, oper:'-tte or enjoy any such fr~nchise or perl~::!. t, in 

exce'ss or the ::l~ount(cxclusive of rulY tZlX' or1nnual CMrt;e) 

(2) 
This A.lnountrepresents an al10~"once ,for foul.~ months ~t the 

rc.te of $433.12 Jl :nonth~ being the runo~t ~c1c.1Ti1ed by :1J::rplicant . 
for April, 1948. 
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8c-tually paid to the' St.~te or. to a pollt1Ci'tl sub01vision 

t!lBreof ·~s the con$ider~tion for the gr~nt. of such franchize, 

permi t or right * Inci<'!enta.l expenses actually. inc'lr red in 

obtaining zueh 6. f:rnnchise- !ll~Y' be considered nsorg~ni2:::.tion 

~X'pC!", .. ::';0S ch~.rgee'ble to fixed c~pitc.l. 

Upon this baSiS, then,' ~nc3 t:Jl{ing into ncc'Ou""lt the 

other ossets ,?no 11:::bi1i ties" as of Ap~il 30, 1948., :~s repor t~d 

by ~p)l1c::'J!'lt" the 0t;ui ty c:pi t:ll, ',,:hj.chv-!e believe to be a 

proper b2sis in ,. consi~;eri!)e a."l order ::luthor1z1ng the. iss'Ueof 

stock, is $45,260.80 eete!'minec! ~,S fo1lov:s: 

$62,445 .98· T,:mgi ole property 
Less-olloVionce for 
depreci~ti6n 12.549\~7 
~et,tangible c~pit~l 

Intang.1 ble co;;>:!. tal 
Current assets 
Deferred charges 

Total c.:-scts 

L"tab:t 1'1 tics 

Bal~nce-equity cap1t~1 

$ 49,$96.31. 
. 461.65 

45 940,.7l , '., 

2s 1,2'.12,' 
$ 99,4;0.79. 

~z162·22 

$ 45~260.eo" 

Frol:lthe foregoine, it does not :li'pe!;:r th~.t appliccnt's 

assets v:arrMt the issue of stock in thc' .:lggrcg<lte a:rnount of 

$50.,000. As stated, npp1ic3nt hercto::'ore h:'Js been ~uthor1zed 
to issue., one MZ issued, $35>000 of stock in p~rt P3yclent or. 
st:ch ~ssets., le?~J'irJ.e; no- b~~~nce of~pproxim~t€ly :::',10;,,000 to be " . 
considered in connection'l'd.th the r~\"ucst to issue ::1dcit1onal 
S.tock. 

The orc~.er herein., cecoro.1ne1y,. "'ill ~.l.lthor1ze ~pplic~nt 
'. 

to i~s'Ue $10,000' p:::r value of stocir. in 1),(]dit1on to tzu-tt authorized 

by Deci510n No. 41350. The ~.ction t~tken herein' shD.ll not be' 
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• 
... d"'o b"" ... .t>';n.:!'·i ""g by the Cor:rm1~zion of the volue of cons ~rue ". ,;:; ... ... .... 1,........ . 

rrp11c~nt'spropcrties 'or of the re~son3blencss of its ch~rges 

f'OT c.~':jr.;c:i.~,t.ion eX'Oo?'.1S0. ~uch :'L=:tter .:~ybe conz:!;d.-ercd ~.ne'll . . .. . 

'01 the CO::lmis$·ion if they bccc:nc is.z~cS in :J:ny future: proceeding~ 

l,t this time ','Ie believe t~at ~'1tilother',\'i~e herc~i'ter orl;:0~ed 

or directed by' the CO!':'l::1ission, ~p:olic~l'.1t shoul(J' recare C:'; itt::: 

be oks for its propcr-t7 ::~nd,' reserv'e ,,;cc6un-ts, as of April 30; 1948, 

the figtorc:s set forth in this ~'IJPp.lerncn-t$.lopinlonin ror1'i V'ing 

~t the cqu:!.tyc::pit$l usedcz the bc.sis for the cree!' herein •. 

The ?ublic Utilities COl:Jlission heving given further· 

cons~der,1tion to t:'lis op;)lj,c~tion~nd bei~1g of the opinion th2t 

it shoulc1 ~uthoriz0 C3rb~r~'ille ~as Corp. to issue $10,000 p~r 

yo,lue of stock in '·.:.ccition to tha:t heretoi'ore~uthoriz~e 'by 

recision :No.. L,1.350, th:}. t th~ :.loney" property or labor to .be 

proctJr~cl or paid for tr.~"·.lgh the i zsue of: sc.id ~10., 000 . of stock 
' , ·i 

is reasona.bly required ·oyo Garberville G~s Corp. fer the ,purpose: 

zpecifiec. h(:~t'ein, arlO. 'that ::~uch pur-pose is ~ot) in. v .. hol~ or in 

p~rt, :::-e')son~'bly' ch~:ree~ble to opcr::ltine expenses or to i:lco~e, 

, 
1.. Garberville .'G:::i::; Corp .. , o,i't~r the !~t:fe:ctj .. '/(:: cl::Jte 

hereof o.nd on or before OctOber .31" 1948, rtLt-iy issue not 

exceeding, /10 ,COO p~r vs.lue 01" its cor.ll".lon stock, in ~dA.1tion . , . , , . 

to the ~5;5',eO" par vn,lue of such ::,toc}~ 3uthoriz.ac. b:r Decision 

No. 41350 ". in p::!.rt p~.yc:cnt of the prop0rties and ~,ssets ~c­

qU'ired from Kenneth E. Kn:3.PP. 

2. G,~ rber""ille Ca.s Corp •. sh::tll .fil~ ~":i th the'Cor.!.'!li'::sion. 

a report of the issue 0::' ~ucb. stock as recl'1.lired b7 the Corn.::1iss,ion f s 

Ceneral Orc,cr No. 24-A, 't{hich orde::-, insofar. as, cpplic=~bl'e; is:' 
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• 
m~de ~ p~r~ of this orce~. 

,,' 

:3. The reo:lJ~st to is;;;ue $5;0 000 of stock'iz hereby 

ceniE.~ ~':i thout pre.:ruc.ice. 

4. This order is e:f'fective t~'cnty (1o.ys fro~t!le 

d~~te !lcreof. 

Dated at S~n Fr?ncisco, C~lifornia, this ________ _ 

I 7-rL . eay of At.1gUSt, 1948~ 


