Decision No. P20G1

ZEFORE THE RAILROLD MUILISSION OF THEZ STATE OF CALIFORNIA

A
In the Matter of the Application of 10w !
- CALIFORNIA TELEPEONE AND LIGET
COMPANY,
a corporation, =and PACIFIC GAS AND
ZLECTRIC COMPANY, e corporation,
Tor an order of the Railroad
Commission of the State of
California authorizing the former
To grant, assign and transfer all Application No. 153%1.
of its properties to the Xaticr,
pursuant to a certain agreenment
entered into by applicants under
dete of January 15, 1929.

C. P. Cutten, for applicazts.

BY TEE CQMMISSION:

CPINION

In the esbove entitled proceeding the Railroad

Commission is aéked to make 1ts order authorizing California Telephone
and Light Company to grent, assign and treansfer to Pacific Gas and
Eleftric Company a1l of its properties and to cease furnishing and
supplying electric service in the territory inm which it now operates.

The application shows that Lalifornia Telephone and
Light Company is a corporation orgenized oz or adout Novembder 23,
1911, under the laws of the Stete of Californis. AL cne time

the corporation was engaged in the business of operating telephone




and electric plants and propexrties in portiouns of Sonoma, Mendocino
and Leke Counties, bdut during 1926, pursuant vo authority granted
by the Commicsion iZn Decision No. 17641, dated November 18, 1926,
sold 1ts telephone dusiness and properties o Sacramento Valley
Telephone Company, so that a¥ present iU 1s operating as an
electric utility only.

As of December 31, 1928, it reports its assels and

liavilities as follows:=

ASSETS:

Pixed cepitel . . . . . .$3,272,832.83
QOther investuents . . .. 480.00
Cash iz sinking fund. ' . 35.85
Current assets:

Cash and speciel deposits £128,243.29

B1ills receivadle ... 100,000.00

Accounts recelivedle . . _36,461.22 264,704.5)
Deferred cherges: E

giscount gnd expense on bondS..... 26,475.37 o a5

nexpecte taxes, etc— evavsesssacewew ‘11018.48 3 ,4930

Discount om 3%0CK.e « & ¢ « 4 4 ¢ ¢ ¢ 4+ 4 . . . . . 48,492.88

T

Total Assets $3,617,039.92
: ———y

LIASILITIES:

Capital stock outstanding:

COMMON sveecnnveeasnanananoossssen?04,850,00

Preferred .. cassesseasssesse 5950,031.91 1,314,381.91
TUnded dedt « « v e 4 v e e e e o oaom - .. oo - 1,437,300.00
Current lladilities:

Advences from Pecific Gas and

Electric Compeny ....

Meter and line deposits ..ecee... 24,983.38

Uapaid COUPONS cvvecceceanncccnes _33,310.31 546,887.65
Reserves. . . & & o & o 4 4t v e s s s e e e e e 181,502.85
1 .y 1 . 136 ,467.5L

Totel Lisbilities .......53,617,039.92




It 1s Teported that Pacific Gag and EZlectric Company

is the owner of all the outstanding stock, botk common and preferred,
of California Telcphonme and Light Company except seven shares which
ere held by the memders of the Board of Directors, but which are
held, in fact, in trust for the use of Pacific Gas end Electric
Conpany. Xt appears that Pacific Gas and Electric Company ace
quired the outstanding stock of Celifornia Telephone and Light
Company under aunthority granted by the Commission by Decision No.
11874, dated March 30, 1923, and issued in exchange therefor
$550,081.91 of its own preferred stock end §$254,950.00 of its
cormon stocke The preferred stocks of the two comperies were
exchanged on & shere for share hasis and the common stock on a basis
of one share of Pacific Gas and Electric Cozpany common stock for
three shares of common stock or.Calirorni& Telephone and Light
Compeny. (Vol. 23, Opinions and Orders of the Railrogd Cormission
of Californie, page 287).

Since the acquisition of the outstanding stock
Pacific Gas and Electric Company has financed the cost of additions
exd betvternents and has placed 1ts own .schedules of rates in effect.
It now proposes to acquire the physicel properties and merge them
witk its own system eand in this cormection it alleges that operation
thereof as an Integrel part of its system will result in increased
efflclency and in economy of operation and will be in the publie
interest accordingly. No opposition to the proposeld transfer has
been made o the Commission.

To effect the transfer applicezts, under date of
Jexuexy 15, 1929, entered into an agreemert, a copy of which is
filed as Exhibit "C", wheredby California Teleprone end Light Coupany
agreed té transfer all of its properties of every kind and nature
to Pacific Gas and Electric Company in conéideration that the latter




company assurme and undertake to pay the principal and interest of

all bonds of Celifornis Telephone and Light Compary outstanding at
the date of trensfexr and all other debts, obligations and liabilities.
The testimony in this connection shows that after ecquiring the pro-
perties it is the intention of Pacific Gas and Electric Coxpany %o
call the outstanding bonds Dr peayment, and to ceuse the dissolution
of California Telephone and Light Company.

In making this application for permission to transfer
properties applicants have filed as Txhibit 4 a valuation of the
physicel property showing the estimated cost to reproduce new, &s of
November 30, 1928, at $2,748,878.00, and less accrued depreciation
at $2,563,743.00, and the historical cost as of the seme date at
£2,561,229.00, and less depreciation at $2,376,094.00. Additions
and betterments during December, 1928, are reported at $11,761.00.

Te believe that the application should be granted,

subject to the conditions in the order following this opinion. It

oceurs to us, however, that Pacific Gas and Electric Company in
recording the transaction on its books of account should charge to
its fixed capital accounts not more than the estimated historical
cost of the properties as of November 30, 1928, plus net additions
since the date of the valuation to the date of transfer and should
credit to its reserve for accrued depreciation the deprecliation
estineted to have accrued on suck properties. If the actuel
purchese price of the properties, es represented by the stock hereto-
fore issued and the liabilities incurred and indebdtedness to be
assumed exceeds the estimated historical cost of the properfies,
less depreciation, and the current and other assets acquired, the
compeny should charge such excess to its profit and loss accounts.

Thile we have referred to espplicantts valuation




figures in meking this opinion and order, it should be understood

=Y S

- ‘that nothing herein sald or contained should be comsidered as binding
upon the Commission to recognize such veluation figures hereafter
for the purpose of rixing rates or for any other purpose. Such

reference as we have made is for the purpose of this proceeding

only.

Application having been mede to the Railroad
Commission for an oxrder authorizing Celiforniea Telephone eané Light
Compeny to grent, assign and *ransfer its properties to Pacific Gas
and Electric Company and to cease furnishing end supplying electric
service, a public'hearing neving been held before Examiner Gannon,
end the Rallroad Commission being of the opinion that the epplica-
tion should be granted, a3 herein provided,

IT IS EZRE3Y ORDERED that California Telephone and
Light Company be, and it hereby is, eutkorized to érant, essign and
transfer on or before June 30, 1929, to Pacific Gas~and Electric
Compeny all of its properties which 1t has agreed to sell to the.
latter in the agreement of Jenuary 15, 1929.

IT IS ZERE3Y FURTHER ORDERED that Celifornia Telephone

and Light Company be, and it hereby is, authorized upon granting,

assigning and transferring 1ts properties to Pacific Gas and
Electrico Company t¢© cease furnishing and supplying electric service

in the territory which it now serves.




IT IS E=REBY FURTZER ORDERED that Pacific Gas and
Electric COmpan&, within sixty (60) days after accuiring the proper-
ties of Celifornia Telephone and Light Compeny, shell file with the
Cormmission a certified copy of the deed of conveyance znd also, for
approval, a copy of cach and every entry mede to reccord the cost of

the properties and distridution of such cost To primary accounts.

IT IS EEREBY FURTHEER ORDERED that if the actual pur-
chase price offthe aforesaid properties, as represented by the stock
heretofore issued and the liabilities incurred and indebtedness to
be assumed exceeds the estimeted historical cost of the said proper=
ties, less accrued depreciation, and the current and other assets
acquired, the Pacific Gas and Electric Company shall cherge such:

excess cost to Account 508 - "Miscellaneous debits i profit and loss”.

IT IS HEREBY FURMHER ORDERED that California Telephone

end Light Company shall file with the Commission a report, prepared

on the regular anpuel report forms prescrided by this Commission,
covering the operations during the period from Januery 1, 1929 to the
date of tramsfer, such report to be filed within sixty (60) deys

after such transfer.
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DATED at San Froncisco, Celifornia, this 2.7 >
dey of March, 1929. '
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Commissioners.




