Decision No. J Pus X 2

BZFORE THEZ RAILROAD COIMISSION OF THE STATZ OF CALIFORNIA

In the Matter of the Lpplicatiorn of)
PACIFIC GAS AND ZIZCTRIC COMPANY,

)
a corporation, Standaxd Gas and )
Eleotric Company, & corporation, )
apd The Cealifornia-Qregon Rower )
Company, & corporation, for an }
ordexr or ordefs of the Railrozd )

Commission of the State of }
California granting end conferring )
upor Pacific Gas and Electric )
Compeny and The Californis-Oregom )
Power Company the permission snd )
authority requested in this )
application. )

Lpplication No. 13805.

Ce P. Cutten, for Pacifice Gas ond Eleetric Company.

Chickering & Gregory, by Lllem Chickering, for
Standard Gas and Flectric Company.

Brobeck, Phleger & Herrison, by Hermaz Bhleger,
for The California-Oregon Power Company.

Scott McArthur, in vroprla personec.

BY TEZ COMMISSION:

CPINION
The Pacific Gas end Electric Company, hereinafter some-
timee referred to as "Pscific Compsny™, the Standard Ges and
- Electric Company, heréina:f:‘ter scmetimés referred to ag "Standaxd

Company™ and The California-Oregon Powexr Compary, hereiﬁaf‘ter
scmetimes referred to as *California=Cregon Company" asked the
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Railrosd Commission to suthorize them to perform the following
actgc=
1. To permit the Pacific Compeny to purchase from the
Standard Company the following stocks:-—
&. 200,000 shares ($20,000,000 par value) of
the commor capital stock of Sierra and
Saxr Francisco FPower Company.
be 7,515 shares (§751,500 per valze) of common
capitel stock of Westerm States Ces and
Zlectric Cozpeny, & California corporation.
32,532 shares ($3,253,200 var value) of
common caplitel stock of Western States Gas
and Zlectric Company, & Delaware corporation.
d. 30,000 shares (33,000,000 par velue) of
common capital stock of Coast Vallex Gas
and Zlectric Comparye.
250 shares ($25,000 yar value) of .. .
¢apital stock of the Del Monte Light and
Power Company.
To pexrmit the Pacific Company to purchase from the
. Standerd Company snd/or its subeidisry corporations,
all laxd, contrects, optiom, water and other rights,
and legal, acdcounting and engineering dsta, {nclud-
ing all rights, interests, property and dats of every
character hitherto =zcquired, connected with z certein
power project on the Somth and Mlddle Forks of the
Feather River in Californis, of which the Bean Creekx
Profect is s part,subject, however, to all odliga-

tions existing May 1, 1927.

futhorizing the Pscific Company to issue 260,000 shares

fsé,soo,ooo par value) of its common capital stock

in zccordance with tae rrovisions in the Public

Utilities Lct. '
Authorizing the Pucific Company to comsummate the agree—
 ment of Lpril 27, 1927, (Exhidbit ™") fin sccordance
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with 1ts terms and ¢onditions.

5; Anthorizing the Pucific Company and The Californig=

Cregon Company to enter into power contracts as
provided in paragrapk 3 of the agreement of Lpril
2T, 1927, (Exhkidit ™DT).

Through the granting of this zpplication and the execu-
tion of the agreement filed in this procecding as Zxkibit D7, the
Paclific Company will scquire control of the Westerm S‘tatesbés and
Electiric Company of Delawere and through it of the Western States
Gas and Zlectric Comi:a.n:sr 02 California, of the Sierrs snd
San Francisco i’ower Company, of the Coast Valley Gas and Electric
Company and of the Del Monte Light and Dower Comveny. In par-
chasing tae stocks, o which reference has been mede, the Pacific
chpam, according to the record, merely steps into the position
heretofore occuplied by Standsrd Gas and Eleetric Company with
respoct to the control exercised by the latter through ownership of
stooks. The acquisition of such stocks, it is said, will bring
about no immediate change in the status of the several corporations
or any change in contractual or other obligations except that the
contract uwnder which the Byllesby Engineering end lisnagement Corpora=-
‘tio# of Chicago now supervises the engineering end operation of the
companiea will be cancelled and such supervision exercised directly
by ?aci:fic Ges and Zleciric Compaxy through its exdsting orgeniza-
t{on.

| The Commission in genersl is familiar with the proper-
ties of the Western States Ges and Electric Company;.. = Sierra and
‘San Francisco Rower Compeny, Coast TelleysGas and Electric Company
and Pacific Gas and Zlectric Company. The Sierrs and
San Francisco Power Company propervties are oporated by the Pmcific




Gas and Electric Company under s lease waick this Commission
suthorized by Decision No. 7032 im ipplicetion No. 5146. The
lease is for a'perio& of fifteen yeers from and after Jaﬁuary.' 1,
1920. Prior to the execution of such lesse the Sierrz and
San Frencisco Power Company, &S & public wtility, engaged, smong
other things, in the géneration, transmission and distribution of
electiric energy for light, heat and powexr purposes in the Nother
Lode District, Tuolumne and Csolaverss Counties, and in the Counties
| of Stanislaus, San Joagquin, Coutra Costa, Alemeda, Santa Clers,
San Mateo, Sem Benito and Monterey snd in the City and County of
Sen Francisco.

The Western States Gas and Zlectric Company is a public
atility engaged in the bus‘iness of producing, generating, trans-
nitting, and selling electric emergy, sas, s2nd, to a small extent,
water to the public in* northern and central Celifornis. This
company furnishes and sells electrical energy in the Counties of
Sen Joaquin, Humboldt, Trinity, Secerasmente, Calaverass, Amador,

El Dorsdo snd Contra Costa; end generates and distributes gas in the

City of Pureks, PBumboldt Comnty, and in the City of Stockton,

Sax Joaguin County, and distributes weter to four or f£ive consumers

along the Placerville Ridge, E1 Dorsdo Cownty. The Western States
88 and Electric Compeny, through stock ownership, eontrols the

e Do:ad.o Powexr Company, whlch is the owner of a cortain hydro-elec—
tr:t.cnr plant and propexrties located on the South Fork of the American
River, oonsisting of Americen River Power Houwse, E1 Dorado Power
House and gtorage regservolrs ond appurtenances,

Coast ValleysGas and Electric Company is a pudlic
utility engeged in the business of gemerating, distributing and
delivering gas at Monterey, Pacific Grove and Salinae, and in the
tranmpission, distributior and sale of electric ecnergy in Monterey,
Pecific Grove, Salinas, Xings City, Carmel, Ram 4rdo, Castroville
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and & large part of Momterey County and a portion of San Benito County.

It also distridutes weter in Sallnas and Xing City.

The Pacific Gas and Electric Company has, since Jsunuvary 1,
1920, operated the nropcrtie° 0Z Siexre and San Francisco Rower Companye
Tae Coast Valleys Gas and Zlectric company obtaing its electric energy
from the Pacific Gus and Zleeiric Company -~ Sierra end San_?rancisco
system. The electric systems of Western States Gas and Flectric Com=-
yeny and Pacific Gas and Zlectric Company sre alse Ilnterconnected.
Though the electric systems of the ceversl companies are intercomnected
end irn some instsances properties of one compary sSurround the properties
of another, there is practically no proverty which, because ol duplico~
tion, would be abandoned in the event of concolidation.

In Exhibit No. 3, prepered by J. T. Zyen, Velustion

. . Engineer of the Pacific Gas and Zlectric Company, tae reproduction cost

- pew of the physical properties of the WesStern Stetec Gas and Ilectric
. Compeny, Coast Valleys Gos snd Zlectric Compsny and Sierra cnd San
Francisco Power Company are reported as follows:i=

- Western States Gos end Electric Company;
&g of Maren 3ZL, 1927: ]
Electric Depertment Capitel . $20,366,879
. Gas Depertment Cgpital . . . . 4,291,461
Gene:al Capital « o e e 627,962
terials and Supplies . . . . 382,867
Additmonﬂ and Betterments,Apr.l9c? 139,443
Total, &8 of Lpril 30, 1927,. « « ¢« &« .« . . . $25,808,0l2
- Coast Vblleya Ges and E:ectric Companys
| is of March 3L, 1927: ,
Electric Department Capitel . & 3,176,162
Gag Depeartment Copital . . . = 926,328
Water Depertment Capitel . . 405,546
Genexral Capitel . . . . 946,651
¥aterisls and Supplles . 157,918
Additions & Betterments, April 1927‘ 73,281
Total, as of Zpril 30, 1927,. .. e & . .
‘Siexra and San Franclsco Eower COmnany,
A8 of April 30, 1927:
Electric Department Capitel . 526,743,302
Water Depexrtment Caplitel . . 945,857
ALY Department Capitel . . . 4,528
Non=Operative Broperties . . 726,510
Materisls and Supplies . . . 8,145 ~
- ®otal, Sierrs & San Francisco Power Company, . $28,428,143 .

TOTAL, PHYSICAL FPROPERTIES AS (& ARRIL 30, 1927, . . . $0%,922,630
wrreaent Value of La Grange Contract, &as of :
- April 30, 1927 (S&S.JF.2rlo.) . . . . e $487,500
Less &mcunts inclnded in Inventory ﬂccounxs -
Xet Value of La Grange COntract e a a . . & 106,516

TOPAL, &S OF APRIL 30, 1927 . . . . . . - 560,029,152
| - 5.




It is of record that the reproduction cost new, as stated
herein, does not include any organization expenses, development costs,
 velue for water rights or other intangidle values. To the estimated
reproduction cost of the physical propverties reported at
$60,029,152.00 should be added tae actual expenditures of $490,133.5%
(a8 of Yay 31, 1927) onm & certain power project on the South and
m¢dle Torks of the“Feather River, whickh the Pacific Gas and Electric
Company is acquiring, and the excess (;%8‘-;‘.-1,511.95} of current ssseots
over current 1isbilities, meking o grand totel of 561,360,797 .44.

The smount which the Pacific Gas end Zlectric Company is vaying for

the control of the Western States Ges and Electric Company, Sierre and

Sen Francisco Power Compeny snd Cosst Velleys Ges and Electrlc Compexy

and for the Feather River project snd the amount of sitocks and bonds of

those companies left outstanding is as follows:=

Stock and Cash Given in Purchase:

Pacific Gas and Zlectric Co.
Commox Stock, 8t DT . . .« . . . . . . 36,500,000
c&sh - - e » - - - . - & - - - - ) » - - 2:085 :ooo $ 8’585’000

Securities Left Cutstanding:

' Bonds Cutet'g. Western Stetes of Cal. 317,051,000
ao - ... Siem CO - - - - a - [} - 19. ,9\56 ,OOO’
do. Cosst Vslleys. . . . . . 1,813,000 38,820,000

Preferred Stock Out'g.Vest.St.of Del. .§ 2,125,000
| do. 5w e e Gale . 4,625,000
doe . Coast Velleys . . 2,530,500 -9 280,500

Belance owing by Sierre & Sen Frencisco Zower

Co. to Pacific Cas & Zlectrie Co. on "Cepl-
tal Expenditures dccounti” under legse. :

(m uspute} - e = & ® ® .& ® w & &« @ * ® 8 = @ . = *:320‘061

’ $62,005,561
The project referred to as the Feather River projectk

consists of four unite mown &8 the Nelson Point develorment, the

Middle development, the Bean Creek developmext and . Bidwell's Bar

development. It contemplates three storuge recervolrs Iadown a3
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Gold Lake Reservolr, Clio Reservoir and Grizzly Regervolr. It is
estimeted that the four wnits w1l have o capeciiy of 360,198 aorse
power. The testimony shows that up to May 31, 1927, the sum of
8490,133%.81 was expended on the project. It is 'iaeligvedc.the
project as a whole can be developed at & cost of $117.50 per horse
poweX. The Sierxs and San Francisco RoweX Com;xa:ny, it is
reported, hes undeveloved hydro-clectric power sites capable of
producing ebout 100,000 horse power axd Vestern States Gas and
Electric Comysny 86,0&2 horese power. Through the proposed trans—
sction the Dacific Gas and Electric Company will obtein wndeveloped
nydro-electric power sites having an estimated capacity oif about
546,000 norse powers

For the properties to which reference nas beon made

nerein, the Pacific Compaxny hes agreed to issue snd deliver to the

Standard co@m s fully peid, 260,000 shares ($6,500,000 psx value)

of ite common stock of the per value of $25.00 per share snd has
sgreed to pay to the said Stendard Company 32,085,000 in cach.

The Pacific Company hes also asgreed to purchase Xrom The Californmis~
Gregcm Company for a period of twenty-five years the ouilput from
10,000 flowatts of hydro-electiric generating caupacity wpon the
terxe and conditions and at the Same rate as the Pucific Compeny is
now purchasing electric emergy from ssid The Californis-Oregon
Compaxny uwnder & certain agreement dated May 20, 1924, which was
executed pursuant to the suithority granted in Decision No. L13627.
The Pacific Company has Pfarther agreed to remew upon its expirstion
in 1929, for the period of twenty-Live yeersz, that certain zgreement
entered into by and detween California-Oregon Power Company, Northern
California Power Compeny, Corsolidated and Pucific Gas and Electric
Compsny, deted Junme 1, 1918, o8 modified, uwnder waich agreemem the




:Ba(:iﬁo Compeny is now purchesing from Californis-Oregon 12,500

xilowatts of electrical energy. The agreocment of Juxe 11, 19186,
wag executed pursusnt to theo a.uthori‘cy by Decision No. 5375, dated
May 2, 1918.

T. B. Creed, president of Pacific Gas and Zlectric
Compeny, testified that he geve little conaideration to the _physical
properties of the companies otker than satisiy himself that they were
sdequate and in good condition. The valueble thing, from the
standpoint of the Pscific Ges end Electric Company is, according o
his testimony, the addition of sbout $8,000,000 of buziness and the
opj»ortmity such ad&é&. busmess gives kis compeny to reduce its
overhesd costs. |

Tt 15 of record thet the comsolidation of the vroperties
refexrrod to ﬁ:nder tho control and menagement of the Racific Company
will meke possible ecomomies of operation: resulilng in the reduc—
tiona in the cost of service, whick ultimetely will work to the
sdvantage and benefit of the conswmers of tae different companies.
It is believed that a saving of $332,865 (Exnibit Xo. 2} can be
effected forthwith and thet a forther saving of £175,000 can be
brought about by refinsncing in whole or in vert the properties of
the Wéstem States Gus and Electric Company, Sierra and
San Francisce Power Compary, and Cosst Valleys Gas and Electric
companys. fdditional economies will probedly be realized from
discontirming the special construction orgernizetlion at Placerxille,
by the improvement in Ioad factor bm cxews and equipment gt
Stockton, Lodi and Richmond vhere two seperate orgsnizations ere
now mintained;‘ by detter ond more complete wtilization of hydro
output from plants of Western States Gas and Electric Company and
the unreatricted interchenge of cnergy between the two sysiems; by
the use &t Furelks of surplus hydro power from Pacific Ges end
Tleotric Company system to supplant electric energy generated: by

gteam.
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CRIDITR

Applicants, Racific Gus and Electric Company, Standaxd

Gas and Electric Company and The Californie-Oregon Power Company,

having requested pexmission to perform the acts referred to in the
opinion waich preceds this order, a public hearing bhaving been held
before Examiner Fapkhsuser and the Railrocad Commission being of the
opinion that this applicetion should be granted &8s herein provided;
that the money, property or labor to be procured or paeid for by the
izsue of the stock hereln authorized is reasonably required by the
Pacific Gas é.nd Electric Company for the purpose steted herein and
that such purpose is not in whole or in part reasonehbly casrgeadble

to operating expenses or to income, therefore,
IT IS EERSBY ORDERED as follows:-

le Pacific Gas and Electric Company mey acquire and hold the
following capital stock:-

a. $20,000,000par velue of common stock of
Slerra apnd San Fraucisco Power Company.

be $751,500 par value of common stock of
Western States Gas and Electric Comypany,
a Celifornia corporation.

e 33,253,200 par value of common stock of
Testern States Gas and Electric Cormpeny,
a Delaware corporation.

&. 53,000,000 per velue of common Stock of
Coast Valleys Gas and Electric Compeny.

e. 525,000 var value of capitml stock of
Del Monte Light and Power Compeany.

Poeific Gas aund Electric Company may purchase and acquire

from the Stendard Ges and Electric Company and/or its
subsidiery corporations, all land, contracts, option,

water and other rights, and legal, accounting and
. ,9', !




engineering date including all rights, interests,
propexty and data of every charzcter hitherto scquired,
connected with a certaein power project on the South
and ¥iddle Forks of the Feather River in Californin,

of which the Bean Creek Project is a part, subject,
however, to all obligétions existixg Msy 1, 1927,

Se¢ Pacific Ges and Electric Compeny mey issue and deliver to
the Standerd Gae and Electric Company &s fully paid
ond a8 part consideration for the stock, property and
righte /E'°g¥& Standerd fas snd Electric Company has
agreed to sell to the Raclfic Ges end Electric Compeny
260,000 shares of 1ts commonr capital stock of the par
value of $25.00 per shere and of an aggregate par
value of $§6,500,000.

4. Pacific Gas and Eloctric Company may porform Suck further
acts &s may be necessary to consummote the sgreement
of Apxil 27, 1927, (Exhibit "™D"} in sccordence with
its terms and conditions. o

Racific Gas and Electrie Company and The California-Oregon
Power Company may execute an agreement substantislly
in the same form a3 the sgreement filed in tﬁis.pro-
ceeding and marked Exkibit 4 and may execute such
further agrecnents as are contemplated by paragraph
three of Exhibit "D".

Pacific Gas end Tlectric Company shsll file with the

Railroad Commission monthly reporte, such as are re-
quired by the Commission's Gereral Order No. 24, which
orxrder, in s¢ far as applicable, is made a part of this
order.

The suthority herein granted will become effective ' .
twenty (20} days after the date hereof.
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8. The consideration which the Pacific Gas and Electrie
Compeny hag agreed %o pay for the stock and pro-
perties referred o herein shall not be urged
before this Commission as & measure véfthe‘value
of said properties for any purpose other than
the transfer herein suthorized.

4
DATED at San Franeisco, Californie, this 30 —
day of June.Alszv.

i

Commissioners.




