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56327 Decision No. _____ _ 

BEFORE THE PUBLIC UTILITIES CO~{!SSION OF THE STATE OF C~IFOR~IA 

In tho Matter of the Application of 
CRESCENT CITY GAS COMPJ..NY, a 
California corporation, for ~ 
Order authorizing t..lte transf€r 
of its Certificate of Public 
Convenience and Necessity and 
Assets to DEL NORTE GAS CO., a 
California corporation, to operate 
gas service in ~d around Crescent 
City, California; and 

In the Matter of the Application of 
DEL NORTE GAS CO. to authorize the 
issuance of Capital Stock A Series 
and B Series; Md 

In the Matter of the Application of 
C.RZSCE.~T CITY GAS CO!vf..PANY to dis­
con tinue. its opera t10ns. 

o PIN ION - .... - ........ -..-

Application No. ;9790 

This is an application for an order authorizing Crescent 

City Gos Company, a corporation, to transfer operative rights and 

properties to Oel Norte GQS Co., a corporation, and authorizing 

Del Norte Gas Co. to issue $89,600 par value of stock. 

Crescent City Gas Company l~as or,grolized in 1946. By 

Decision No. 40$03, dated October 10" 1947, in Application No. 28612, 

the Coml'!lission granted to it a certii'ic~t,e of public conveni~nce and 

necessity to exercise the rights and pri·,;Llcges granted by the City 

of Crescent City by Ordinance 329, adopted April 14, 1947, ond by 

the County of Del Norte by Ordinance 163, adopted September 30, 1947, 

a..'"ld to install, maintain and operate a pr(~po.ne-air gas system and 

render service by means thereof as a public utility in Crescent City 
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and vicinity. The company ther~a!ter undertook th~ construction 

of it~ g~s plant and commenced op0rations in the latt~r part of 

1948. 

The financial statcm0nt of Crescent City Gas Company) 

which is filed in this proceeding as E=~hibit A, shows the condition 

of the corporat10n as of November 15, 1957, mlll ind1ciltes that its 

operations have resulted in losses. A condensed st~tement is as 

1"03.10'W'5 : 

Ass~ts 

Utility plant 
Less - depreci~tion reserve 
Net plant 
Current assets 

Total 

Liabilities and Capital 

Current liabilities 
Due Crescent City Water Co. 
Due Otto E. Never 
Tot~ liabilities 

C~.pital -
Common stock 
Earned surplus - deficit 

Total capital 

Total 

$9l1832.10 
20,957.04 

$2°:§f· OO 
(29 A.S3) 

$70,875.06 
6,256.9..1 

$77,731·29 

(9; 026. $$) 

$77,731.99. 

All of the outstanding stock was reported held by Otto 

E. Never who also held all the outst~d1ng stoele of Crescent City 

'He. tel' CompCU'lY, exc0pt two directors f oho.res in eacl'l. company. The 

outstandine current liabilities of $15,040.74 consisted of the 

following: 
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Cities Fuel Corporation 
The Sprague Meter Co. 
Pacific Gas ~d Electric Co. 
E. J. ,Henzel 
American Liquid Gas Corp. 
American Meter Co. 
Reconstruction Fin~ce Corp. 
City of Crescent City 
County of Del Norte 
Consumers' deposits 
Accrued inter0st 

ToUll 

$ 9,666.24 
7.73 

27.09 
1')5.00 
300.70 
42 .. 64 

1,')93.49 
319.l3 

2,:271.20 
601.52 
256.00 

$15,040 .. 74 

It appears that Otto E. Never desires to withdraw from 

the op~r~t1on of the e~s business. l1Il agreement has been J:n.ado 

whereby Crescent City Gas Company will sell its certificate of 

public convenience ~d. necessity o.nd its gas properties to Del 

Norte Gas Co. and the latter, 1n consideration, will ~ssume the 

payment of the outstnnding liabilities of $15,040 .. 74 (and ~ny or 

~.ll claims ths.t may arise out of an action brought b~r Cities Fuel 

Corpo:t'ation, a. creditor) .md will pa.y the zum. of ~~5 ,000 in c~sh 

upon delivery of the deed ~d bill of s~lc and, on or before one 

yea~ from the date of the closing of tho scle, vrill pay the sum 

of ~~3,22l.86 with interest at the rate or 5% pel' :mnum, the amount 

to be evidenced by a nonnegotiable promissory note. The indebted-

ness due Crescent City Water Company of $27,;75.91 ond the indebted­

ness due Otto E. Never of $44,342.22 will not be assumed by Del 

Norte Gas Co. 

Del Norte Gas CCI. W().S organized on or about Noverrib(;:r 26, 

1957, with ~~ authorized capital stock of 20,000 shares of the par 

value of $10 each, divided into 2,500 Class A shares ~d 17,500 

Class B shares. The holders of the Class A sh~rcs shall not be 

entitled to any voting rights. The holders of th~ Class B shRrcs 
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500.11 be entitled to all voting rights" but sh~ll not be entitled 

to receive any dividends while any of the Class A shares sh~ll 

remain outstanding .. The Class A s~res are redeemable out of 

net profits" at the option of the corpor2,t1on" at their par value. 

At this 'time" Del Nortr~ Gas Co. seeks authorization to issue $9,,600 

P~l' value of its Class A stock to Cities Fuel Corporation in so.tis­

faction of outstanding indebtedness, ~ agre~ent to that end 

having be~n made on J~uary 21" 1958" and to issue $$0,,000 par 

value of its Class B stock against the assets to be acquired and 

us~inst ~15"OoO in cash to be paid into the corporation by the 

shareholders. 

As set forth in the balance :h0et uppecring eerli~r in 

this dcc1~ion, the x-ecorded cost of the p1.:m.t <l.ccounts aggregated 

An examination by the Commission's staff indicates 

thnt this runo1.lnt inclt'1.dt)s certo.in intercompany profits runounting to 

$6,,304.50 .md certain sums aggregcl.ting ::;)7,,631 ropresenting the cost 

of lines c::.:tend1ng to 0. new subdivision" which lines are not in 

operation, the two items aggregating $13,935.50. The r..e'"" corpora­

tion has advised the Commi~~ion tn '~itUlg that it proposes to set 

up itz books to reflect th~ elimination of th~se two sums from the 

gas plant accounts" ~nth ~ reduction in the rol~t0d dcpr~ciation 

The ~7, 631 item '-rill be transferred to 

ACCOQ~t 100-4" Gas Pl~nt Held for Future Use. 
11 

jJ 
The provisions of Account 391 of th(~ Uniform System 0'£ Accounts 

require Del Norte Gas Co." ~-J.t.h1n six months after o.cq,uisition of 
the properties of Crescent City G~s Compcny" to file llith tho 
COD'll'llj.ssion its proposed j o,,;,rn:ll entries distributilig 1 ts· costs 
to pr~~ary plant and other ~ccounts. 
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Giving effect to these adjustm~nts it appoars th~t Del 

Norte G~s Co. will enter upon its operations with the following 

setup: 

Utility plant 
Pl~t held .for future use 
Less - depreciation reserve 
Net bal.;tnce 
Cash 

Total 
Less -

current liabilit1es 
Class A stock 
One-year note 

Balance for Class B stock 

~~771896 .60 
7,631.00 

61 440.74 
9,600.00 
3,221.86 

$~85, 527.60 
19.827.00 
65;,700.60 
15,000.00 

~~so , 700 • 60 

19.262.60 

i61,438.00 

Del Norte Gas Co. proposes to adopt the sohodulco of 

rates no~r in effect. 

The applic~tion shows th~t the orgenizcrs of Del Norte 

Gas Co. have been operat~g the plant since November 15, 1957. 

The new corporation's president, Paul F. Stew~rt, owns ~ll of the 

outstanding stock of Garberville Gaz Corp., and for a number of 

years has been engaged in tho public utility gas business in 

Garberville. Garberville Gas Corp. owns all of tho outstsnding 

stock of Blue star Gas Co., ~ corporation which is eng~ged, ~mong 

oth~r things, in supj~lying liquified petroleum gas to the 'public 

utility. The Class B shares of stock or Del Norte Gas Co. will be 

held in equal proportions by Blue Star Gas Co. and Cities Fuel 

Corporation. In any subsequent rat€ proceeding, the Commission, of 

course, will consider the reasonableness of charge:; fox' go.s which mD.Y 

be delivered to Del Norte Gas Co. by the two gas suppliers whiCh, 

directly or indirectly, may hold its voting stock. 

Upon a review of this application, we are of the optnion, 

and so find, that the proposed transfer will not be adverse to the 

public interest but that th~ assets to be acquired by Del Norte 
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G~s Co. will not support the issue of Cl~ss B stock in the smount 

reC).uested. The order herein will authorize the issue of 61 144 

shares of Class B stock l ~s well as th~ 960 shares or Class A stock. 

The authorization herein grunted iz not to be construed as 

indicative of ar:l.ounts to be included in a future rate base or ill 

op~r~ting expensco for the purpose of determining just and reason­

able rates. 

o R D E R ... ~ .............. 
The Commission having considered the above-entitled matter 

and being of the opinion that a public he~rine is not necessary> 

that the applic~tion should be grantod l as herein provided l that 

the moneYI property or labor to be procured or paid for by the 

issue of 71 104 sh~rcs of stock is re~son~bly required for the pur­

poses specified herein, and th~t such purposes are not, in Whole 

or in p~rtl reasonably chargeable to operating exp~nSQS or to 

income; therefore 1 

IT IS HEREBY ORDE~ED as follows: 

1. Crescent City Gas Company may trcnsfer its certificate 

of public convenience ~d necessity and its gas plDnt to Del Norte 

Gas CO. I such transfer to take place for accounting purposes ~s 

of December 311 1957. 

2. Upon completion of the transfer of the certificate 

and properties under the authorization herein grru1t~dl and upon 

compliance with the conditions of this order l Crescent City Gas 

Coml'~y shall stand reli~vcd of a.ll public 'Utility oblig:ltions 
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in conr~ection ..... ith the operation of the public utility gas eystem 

herein .:l".lthorized to be transferred. 

3. D~l Norte Gas Co., in acquiring the properties of 

Crescent City Gas Comp~y, ~hall assume the payment of outstanding 

indebtedness of ~r15,040.74. Del Norte Ga::> Co. may issue $9,600 

par v~lue of its Class A stock in payment of outstanding indebted­

ness to be ~ssumed by it and m~y issue not exceeding $61,440 of 

its Cla~s B stock 1n payment for the cert1ficute and properties 

of Crescent City Gas Comp~y and for working cash in the amount 

of $15,000 .. 

4. On or before the date of actual transfer, Crescent 

City Gas Comp.:my shall re:t"'t.md all deposits Wh.ich customers are 

entitled to have refunded. Any unrcfunded deposits shall be 

tr~nsferred to and become the obligation for refund of Del 

Norte Gas Co. 

5.. The rates) rules c.nd,· r(~gulo.tions of Crescent City 

Go.s Company now on file ,011 th the Commission shall be refiled ~ ... i thin 

30 days ~rter the date of transfer under the n~e of Dol Norte Gus 

Co .. , in accordance '1,.,1. th the procedure prcscribecl by Gene:r~.l Order 

No. 96, or, in lieu of such ref1ling, Del Norte Gas Co. mcy file 

0. no'l;ico of adoption of enid p:rccently filed :rQ.tc!..~" rules and 

regulations. No increase in the present rates shall be m~de unless 

outhorized by the Commission. 
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6. Del Norte Gas Co. shall fil~ with the Commission a 

report, or reports, as required by General Order No. 24-A, which 

order, insof~r ao applieable, is m~Qe a part of this order. 

7. The authority herein gr,Ulted will become effective 

on the date ner~or. 

Dated at Srol FranCisco, C~.li!'orni~, this ..t/'!t- day of 

March, 1958. 

Commissioners 
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