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Decision No. 21585 .

BEFORE TEE RATLROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of
PACIFIC GAS AND ZLECTRIC COMPANY,
& corporation, for an oxder of the
Railroad Commission of the State of
Celifornia authorizing applicant %o
acquire upon the terms and condilions,
17 this application set forth, all ol
the issued and outstanding shares of
+he capital stock of Snow Mounteln
Water and Power Company, etc.
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€. P. Cutten, for epplicant.

BY TEE COMMISSION:

02INION

In this epplication the Reilrcad Commission is asked
to suthorize Pacific Gas and Electrlc Company o acguire and told
all of the issued end outstanding stock of Snow Mountaln Weter and
Power Company, to authorize Pacific Ges end Zlectric Compeny tO issue
to the stockholders o Snow Mountain Water and Power Company, on the
terms set forth in the offer riled iz this proceeding as Ixhibit "A",
26 ,913~1/3 shares of its common capital stock oI the aggregate par
value of $672,833.53—l/3. DPacific Ges and Zlectric Company further
asks that it be permitted to use $134,566.67 of cash which it nmay
receive through the issue of 2,446.66 srares of its common stock to
the stockholders of Snow Moqntain Teter and Power Company, for the '
purpose of reimbursing its treasury, iz part, on account of capital
ezpenditures.or $12,932,236.24 made prior to J"une 1, 1929 and/or to

pay, in part, the cost of additions, extensions, betterments and im-
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provements to its facilities and Vo the facilitles of Mt. Shasta
Dower Corporation shown in Exkibits ©C<, "D", TE" and "F" in Ap-
plication No. 15935. - |

It is of record trhat Snow Mountain Vater and Powexr Compeny
hes en authorized stock issue of $10,000,000.00 divided into
$1,500,000.00 of six percent cumulative preferred stock and $8,500,000.
of comzon stock. As of July 31, 1929, $1,500,000.00 of the com-
peny's preferred stock and £4,300,000.00 of its common stock were
outstending. No dividends have ever been pald on any of the com=-
pary's outétanding stock.

The assets end lisbilitles of Suow Mountain Weter end Power
Compeny, es of July 3L, 1929, are reported in Exhivit No. 2 as fol-

lows;~

ASSETS

Production Capitel « « -« « + - o o o o o o « $7,495,0L7.04
Trensmission cepital . . . « ¢ « & » P 526 ,303.72
nDistridution capital . . . - o o . o . . 14.91
GCeneral capital « « ¢ ¢ - 4 o ¢ o . e . .. 21,643.92
Preliminery expenditures on contemplated '
PrOoJects o o o o 0 e o 4 e . o . 40,289.70

Cash and bank Halalces « o« « « o = « o = & 7 ,378.03
Accounts receivable . . . . o 4 e 4 s e e . 27 ,379.81
TUnamortized debt discount end expense . . .« . 33,349..2
Discount on capital stock « . « o « 4 o o o 375,000.00
Miscellaneous deferred dedbitvs . + « . . . & 678.15
TOTAL ASSETS.eeeecessses $8,927,056.40

LIABILITIES

Coxmon stock outstanding . . : $4,300,000.00
Assessment on common stock . - 559 ,000.00
Preferred stock « « o « . . . . 1,500,000.00
First mortgege 5% bonds . . T e e 856 ,000.00
Notes payable « « ¢ ¢ = o & . o 448 ,000.00
Accounts payable « o o ¢« o . . - . . . 15,500.00
Interest payadle « « « « « & .« & . . 51,786.97
Depreciation reserve . . . . . . . . . 687 ,230.48
Surplus L] - - L] - - - - - - - - - - - » - > 9 536095

POTAL LIZBILITIES.... & 8507 ,054.40

"hile the company in its dalance sheet shows Tixed cepital
of £8,083,269.29, in Zxhibit No. & the historical cost of the Tixed

capital is reported at £4,006,659.48. The netl value of the stock,
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after reducing the assets to actual cash, on this dasis is as fol-
lows;-
Tixed 8SS6L8 « .« o s o « o o o54,006,659.48

Less depreciation to July 31,
1929 & v e o 4 o . . . 0887,200.48

£3,319,5429.00
Current assets and deferred debits . . . 35,435.99
§3,553,§64.9§

LESS:
Long term liabdilities-honds $956,000.00
Notes payable . . . . . 448 ,000.00
Accounts payable . . . .’ 67,286,97
0L ,471,286.97

Amount available for stoCKeeeeocss $l!883!578.02

The Snow Mountain Water end Power.Company is a public utilizlty
engaged in the dbusiness of producing, generating, transmitiing, de-
livering end selling electric energy and, to a limited extent, sup-
plies water to reclamation districts. The compemy is primarily en-
geged in the business of furnishing and supplying electric energy %o
other public utility compenies, which companies in turn distribute
the energy to consumers of electric light, heat and power and other
‘lawful purposes, and also supplies electric energy to Ukieh, Mendocino
County, end to the lendocino State Eospitel. The company sells elec-
tric energy %o the Central Mendocino County Power Company, Great Westexrn
Power Company of California, Nepa Velley Electric Power Compgny end to <
the Pacific Ges and Electric Company. The Pecific Gas and Electric
Compeny and Califorrnis Telephone end Light Coméaﬁg, whose proyerties
aTe now owned by Pacific Gas and Electric Company, acquifed dﬁring
1928 sbout eighty-rive percent of the electric energy sold by the Snow
Vountaln Weter and Power Companye.

Under date of September 12, 1929, Pacific Gas and Electric
Company, subject to the approvel of the Railroad Commission of the
State of Californis and subject to certain other conditions, mace an

offer to the Board of Directors and to the stockholders of Saow Moun-

taln Water and Power Cdmpany to accouire all of the issued and out-




standing stock of Snow Mountain Water and Power Company and to issue

sheres of applicant’s common stock in exchange therefor. A COPY
of the offer is filed in this proceeding as Exhiblt "AT. The
Pacific Gas end Electric Company agrees to issue in e:éhange for each
share of preferred stock of Snow Mountain Weter and Power Company
.86=2/3 of a share of 1ts common stock, and for each skare of common
stock .26-2/3 of a sbere of its common stock, and for mach payment of
%56.00 made by any of the stockholders of Snow Mountain Water and Power
Company it will issue one share of its common sStTock. According to
the testimony of E.W.Zodges, Comptroller Ior the Pacific Ges and Elec-
tric Company, the owners of ninety-eight and six-tenths percent of
the .outstanding stock of Smow Mountein Water and Power Company have
to date accepted the Pacific Gas and Elecéric Company's offer. IT
the offer of applicant is accepted DY all the stockholders of Snow
Mountain Water and Power Company, epplicant will issue to such stodc~
holders 24,466 67 snures in exchange Tor their stock and sell to
them 2,446. 66 shares at $55.00 per share. From the sale o the
,446.66 shares applicant would realize $134,566.30. This cash ap-

plicanx asks permission to use for the purposes indicated on page

oze of this opinion.
It should be noted that this epplication does not involve the

transfer of any of the properties of Snow Nountain Water and Dower
Company. However, it appears thet the company's propertles will be
operated under the supervision of Pacific Ges end Electric Company.

T. B. George, Engineexr of Electrical Operations of the Pacific Gas

and Electric Company, testified that certain advantages should result
from the ownership by Pacific Gas and Electric Company of the system
ot the Snow Mountein Water and Power Company. It applicant owns
all of the outstanding stoclc of Snow Mountain Water and Power_Company,
1% cap virtually disregard the contractual relations between it and

Spnow Mountain Water and Power Company end operate the systen of Snow
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Mountain to Tit more closely into the system of Pacific Gas and Elec-
tric Company. Moreover, 1t 1s possible to luncrease the efficiency
of the plant at Potter Valley and theredy increase the ocutput of the
spow Mountain Tater and Power Compeny system. Ee further testified
thet savings could be effected dy the transfer of employees, that 1t
would not be essential to maintain e duplicate office. field rorcé,
end that the Tield supervision could be taken care of througbk the
existing organization of the Pacific Ges and Electric Companye.

¥r., . W. Sodges, Comptroller of the Pacific Cas and Electric
Company, testified that in his opinion the net imcome of the Soow
Mountein water and Power Compeny for the yeaX ending July 31, 1929,
would have been gpproximetely $75,000.00, instead of $39,497.52, nad
the Pacific Gas snd Electric Company enc the Snow Mountein Water and
Power Compeny been operated s one system. Ee further testiried that
the net income availabdle for dividends of the Snow lMountein Water and
Power Compary should be in excess of twelve percent on the 5611 ,666.75
par value of Pacific Gas and Blectric Company coxmon stock 1ssued in
exchange therefor.

"hile the order herein will permit Pacific Ges and Electric
'Company to puréhase +he i{ssued and outstending stock of Snow Mounteain
Water and Power Ccmpany, it should de understood by the purchaser
that we have made 1o determination of the amount of such purchase price
which may be charged to fixed capital sccounts ¢t the time the pro-
perties of Srow Mountain Weter exd Dover Company mey be transferred 0O
Dacific Ges and ElectTic Compexny. AS stated above, the transfer of
the properties of Snow Mountain Tater gnd Power Company is not in-

volved in this proceeding.

OQRDER

Pgeific Ges and Electric Company having esked permission

to acquire zné hold all of the issued and outstanding stock of Saow
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and Power
Mountain Water /Company, to issue 26,513-1/3 shares of its common

capital stock and to use $134,566.67 of cash which 1t may acqulire
through the issue of 2,446-1/3 of said shareé of common stock, a
public hearing having been held before Examiner Tenkhauser, ard the
Commission being of the opinion that the issue of the stock herein

authorized is reasonadbly necessary for the purpcses hereinafter

steted, thet the money, property or labor to be procured or peid
ror by the issue of such stock is reasonably reguired by applicant,
and that the expenditures herein autnorized are not in whole or in
pert reasonably chargeable to operating expense or to income, anxd
that this application should be granted as herein provided, there-

tore,

IT IS EERERY ORDERED as follows;=-
1. ©Pacific Gas and Electric Company mey acquire and bold all
of the issued anéd outstending stock of Snow lMountain Water and Power

Company, such stock consisting of not exceeding 41,500,000.00 of six

percent cumulative preferred stock anc oI nov exceed ing $4,300,000.00

of common stock.

2. Pacific Gas and Electric Company may issue to the stock-
holders of Snow Mountain Water and Power Company on the terms set forth
in the offer filed in this proceeding as Exhibit A", 26,913-1/3 shares
of its common capital stock of the per value of $é5;00 each and of the
aggregate par velue of $672,833.33-1/3.

3. Pacific Gas end Electric Company may use $134,566.67 of
cesh which 1t may recelve as part consideration specified in said
offer to reimdburse its treasury, in paxrt, on ;écounx of capitel ex-
penditures of $12,932,236.2¢ made prior to June 1, 1929, and/or to
pay, in part, the cost of additions, extensions, betterments arnd im=-

provements to its facilities and to the facilities of Mt. Shesta Power
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Corporation, as shown in Exhibits "C™, "D*, "E" and "F™ in Appli-
cetion No. 15935. |

4. TUntil such time as Pacific Gas and Electric Company heas
acquired all of the outstanding stock of Snow Mountain Water and
Power Company 2nd has expended the aforementioned cash, it shall file
with the Commission monthly reports showing the number of shares of
stock o Snow lountain Weter and Power Company acguired during the
month covered‘by the Treport, the number of shares of stock issued
in exchenge therefor, the names of the persons or corporatiouns to
whom such shares were lssued, the smount of cash received anﬁ the
purposes .rfor which such cash wes expended, sald monthly reports to
be filed within twenty days after the last day of the montk, for
whick a report xmust be filed.

5. The authority herein granted will deccme effective

upon the date hereof.

DLTED at San Fremcisco, Californie, this /7 & day of
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Qctober, 1929,
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Commissioners.




