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Decision No. 9?{) i 1)

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFCRNIA

In the Matter of the Application of
NOVATO TUTILITI®S COMPANY,
& corporation, and Pacific Gas and
Tlectric Company, a corporation, Lor
an order of the Railroad Commission
of the Stato of Californie authorizing
the former to sell, assign, transfer
end convey all of its properties to
the latter, pursuant to a certain
sgreement entered into by epplicants
wnder date of December 6, 1929.

Applicatlion No. 16161
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C. P. Cutten, for applicants.

LOUTTIT, COMMISSIONER:

QPINION

In the above entitled matier the Railroad Commission is
asked to meke Lts order:-

l. Grgnting and conferring upon Novato Utilities
Compeny oll necessary pernission and authority to sell, assign,
transfer and convey to Pacific Gas and Electric Company, all
of the vropertios which the former has agreed to sell, assign,
transfer snd convey unto the latter, pursuant to the provi-
sions of the‘within mentioned agreement dated December 6, L1929;

2. Authorizing Noveto Utilities Company, upon sell-
ing, assigning, transferring ané conveying to Paciflic Gas and
Slectric Company, the properties mentioned in this applicétion,
to cease furnishing and swpplying electric service 1ﬁ the .
territory in which said Noveato Utilities Company is or may

be furnishing and/or supplying clectric service by meens o:f“
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the sald properties; and

3. Authorizing Pucific Gas and ZElectric Company

to do whatzoever mey be necessary or proper for the full
end complete performance by it of Lts covenants and promises
¢ontained in caild agreement dated December 6, 1929.

Novato Ttilities Company is engaged in the bdusiness of
distribduting and selling electric energy for light, heat and power
purposes inm and about the Town of Noveto, Marin County. The appli-
cetion sets forth that Pacific Geos and Electric Compeany is the abso-
luve owner, both at law and in ecquity, of all the lssued and out-
standing sheres or'the capitel stock of Novato Utilities Company,
enounting in par value To $50,000.00, except rive shores (par value
550.00), wkich are held by members of the Board of Directors of '
Novato Utilitles Company, but which are in fact held in trust by
said members for tho use and benefit of Pacific Ges and Electric
Company. The record shows that Pacific Gas and Electric Company ac-
quired suck stock pursuent to authority granted by the Commission in
Decision No. 20595, dated Qctober 27, 1928, in exchange foxr
$100,000.00 per value of its common cepital stock.

It gppoars that Pacific Gas and Electric Company since
acquiring the stock of Novato Utilities Company has placed 1ts own
schedules of rates into effecet in Novato and hes controlled the oper=-
etion of the properties. IV now proposes to acquire title to the
properiies and merge them with its own, alleging in this connection
that the operation thereof as an integral pert of 1ts system will
be in the public intereost and for the benelit of service to.the

public. It might be noted at this point that no opposition to the

transfer has been made to the Commission.
To effect the transaction, epplicants, under date of

Decenber 6, 1929, entered into ¢m agreement, & c¢opy of which is

filed as Exhibit "A", whereby Novato Utilities Ccompany agreed to
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transfor all 1vs properties of every kind and nature “o Pacific Gas
and Electric Compony, end the latter compeny, in consideration, agreed.
To poy the sum of $100,000.00 at any time after the date of delivery
of the deed conveylng such properties, snd to assume and pay all ob-
ligetions of Novato Utilities Company. The record on this poiﬁt
indicates that following tho completion of the program it is the in-

tention of Pecific Gas and Electric Compeny to cause the dissolution

£ Novato Utilities Company.

In making the epplicetion, the companies have filed, as
Zxalbit "27, a balance sheet of Novato Uisilities Company, dated
November 30, 1929, showing its essets and liabilities as carried on

tho company's books on that date, as follows:-
ASSEITS

Flxed capital in service.........................@ 79,183.18
Current assets:
CBShecnecccasasscscsscnancasnscnann 9,965.44
Advences to Pacific Gas and
Electric Company.e...-. ceeeaes &1 »065.48
Accounts receivable.... ceneeas 3,185.52
SUSPONSCacsscracaceannncsssanasssoce 631.97 S51,348.41

Total .A.SSG"SS.. P B B I IR B R R RN R W) .$130J531059

LIABILITIES

Capitel StOCKeeseenseocsosancssosnscscsnncanssenssd 90,000.00
Premium ON STOCK.ieeansecncancacccccnsssnncsacces. 2,954,104
Current liabilities:

NOTOS PEFebleiceecassacasannncanesa523,000.00

AGCOUIJ.»S p&y&ble.............--.-... 1,469.97

Due J. W. COBINMuueeecenssrcnnanennnea 300.00 24,770.08
Consumers eadvences Lor construCtioDeiececccsvncocan 1,943.01
Depreciation reServe.ce e icencesnscenccasssonrassss 1h, 754,30
SUPPlUuS e eravcorcassnsnccnanceossnncanssnse ‘ 36,110.06

Totel LiabilitieS.eececvecns...$5150,531.59

Applicents allege that the rigure at which the fixed

caplital in service 1ls carried on the books of the selling compsny does
not represent the total cost in thet certain overhead items have been

omitted. Taking such omitted items into consideration, appliceants,
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iz Exhidit "77, estimate the historicazl cost of the properties, as
of Novemberisd, 1929, at $86,207.95 and the historical cost less
estimated accrued depreciation of $11,162.71, at §75,045.24.

An estimate of the historical cost of the properties
was made also by Wm. M. McKay, one of the Commission's assistant
engineers, who placed the historical cost as ol October 12, 1528 at
£80,710.00 and the historicsl cost less depreciation &t $70,577.00.
It is of record that betwoen October 12, 1928 and Novembér 30, 1922,

expenditures for additions and betierments to the Novaeto system have

aggregatod §4,010.00. This amount added to Mr. MeKey's estimate would
bring the Commission's englineer's estimates uﬁ to $84;720.00 for The
historicel cost and to £74,587.00 for the historical cost less depre-
ciation, both Ligures closely approximeting applicants' estimates.
Included among the propertics to bg trensterred to
Pecific Gas and Electric Company is a franchise granted by Ordinance
No. 1985 passed by the Boerd of Supervisors of Merin County on Februaxy
21, 1927, permitting the supplying of electricity to the inhabitants
of Novato Township ané adjacent territory. The record shows that it
is the purchaser's intention, upon scquiring the Novato properties,
es successor in interest to continue the operetions under and in ac-
cordance with the terms of the fraachise. 4 copy of the ordinance
grenting the franchise is filed in the proceeding.
In roviewing the record in this matter, 1t appears To
me that publié convenience end necescity will be served through the
transfer of the properties as herein proposed and the operation there-
of by Pacific Gas eand Electric Company. It occurs to ue, however,

thet Pacific Gas and Electric Company in rocording the transacticn
on its books of account should cherge to its Lixed capitai accounts
not more then $86,207.95, the estimated historical cost, end should

eredit to its wosenve for sccrued deprecletion accownt the estimated




accrued depreciation of $11,162.71, plus net additions between
November 30, 1929 and the date of trensfer of the properties. If
the ectual cost of the properties to the purchaser exceeds the
estimated historical cost, less deprecistion, and the current end
ther assets acquired, the ccmpan&, in my opinion, should charge
such excess t¢ 1ts profi+ =md loss sccount.

I herewith submit the following form of order. .

QR DER

Application having been made to the Railrcad Cormission
for an order authorizing the transfer of the properties of Noveto
TUtilities Company to Paciflc Gas and Elecciric Compeny, & public hear-
ing having becn held, and the Railroad Commlission being of tho ovinion
thet pudblic convenlence and necessity will be served through the trans-
fexr of such propertics hnd the operation thereof by Pacific Gas and

Electric Company,

IT IS HEREBY ORDIRED thet Novato Utilitlies Compeny be,

and it hereby is, suthorized to sell and transfer, on or before Juné
30, 1930, %o Pacific Gas and Eleetric Company, all of 1ts propertlies
subject to ouitstending liabilities. ) .
IT IS HEREBY FURTHER ORDERED that Pacilic Gas and Tlectiriec
Company be, axd it heredby is, suthorized to purchase and operate the
aftoreseil properties, to assume the payment of the outstanding liabdbll-
1ties of Noveto Utilities Compeny on %the date of the transfer, and to
exercise the rights and privileses granted by the franchise 1o be ac-
quired from the Novato Utilities Company sand referred to in the fore-
going opinicn.
IT IS HERERY FURTEER ORDERED that Novato Utilitles Com-
yany bde, and it hereby is, authorizéd, upon transfer of its properties
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to Pecifie Gas and Electric Company, to cease furnishing and sSupply-

ing electric sexrvice in the territory in which it now is operating.

The authority herein granted is subJect to the follow-

ing conditions:

1. Peocific Gas end Electric Company, uwpon the ac=
culsition of the properties referred to herein, may
charge to its fixed capital sccounts not exceeding
$86,207.95, plus the coct of additions end betterments
between November 30, 1929 and the actual date of trans-
fer of the properties. If it pays for the properties
of Novato Utlilities Company more then the $86,207.95,
less depreciution; and the cost of additions and hotten-
zents referred to end the current and other assets ac-
quired, it must charge such excess to account No. 308,
Miscelleneous Debits to Profit ard Loss.

2. The authority herein granteg is not to be
construed as an approval of the purcﬁase pricevfeferred
0 in the agreement by and between applicants herein, nor
is zuch authority hereafter to be urged before this Com-

ission or other public body or court‘as & measure of the

velue of said properties for any purpose other them this

3. Within sixty deys after the acquisition of the
eforesaid properties az herein suthorized, Pacific Gas
and Electric Compeny shall file with the Commission copies
of the deeds or other instruments of conveyance under which
it scquires and holds title ithereto, e stetement indicating
the exact date upon which it acquirod possession of +the

properties, and copies of the bookkeeping entries by which

6e




1t records the purchase vrice and the dlstribution thereof

to Tixed capilital and other aceounts.

4. The authority herein granted will become ef-

fTective upon the date hereof.
The forogoling opinion und order are hereby approved and

ordered filed as the opinion and order of the Railroad Commission of

Tie State of Californie. =
=
DATED at San Francisco, California, this Z!' day

o Jonuary, 1930.

Commissioners.




