Decision No. 225W23

BEIFOXE THE RAIIROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

0AXDLAIE GAS COMPANY, )
8 corporation, and Pacific Geas and )
Electric Compony, a corporation, for )
en order of the Railroad Commission )
o the Steate of California authorizing)
the former t0 sell, assign, transfer )
- end convey all of 1tz properties to )
the latter, pursuent to a certain )
agreement entered into by applicants )
under date of April 25, 1930. )

Application No. 16505

c. P. Cutten &nd R- W- Duv&l, by R- W- Duval’
Toxr epplicents. ‘

ZY TEZ COMRIISSION:

CPINION

Irn this proceeding the Railroad Commission 1z asked
to enter itz order authorizing Oazkdale Ges Company 4o sell, assign,
transler 2nd convéy t0 the Pacific Gas and Electriec Company all of the
proverties whick iv has agreed %0 sell, assign, transfer and convey
wder the terms of the agreement deted April 25, 1930 and filed in this
proceeling as Zxhibit "AM. The Commission is also asked to authorize
Qakdale Gaz Company upén selling, aszigning, trénsferriﬁg and conveying

ts properties o Pacific Gas and Tlectric Compeny to cease furnishing
and sup»lying gas service in the torritory in which the Oekdale Gas
Conpany ic or mey be furnishing and/ox supplying ges zervice by means
oZ the aforesaid properties, and to authorize the Pacific Gas and
Electric Company to 4o whatsoever mey be necessary or proper to perlorm
the covenents anéd promises containted in said egreement dated April 25,

1830.
The Qakdale Gas Company, hereinafter sometinmes




relferred to aé the Qakdale Company, is a2 corporation organized and
existing wnder and by virtue of the laws of the Stete of Californis.
It is engeged in the pudlic utility business of\@cnerating, distri-
buting and selling artificial gas for light, neat cndé poOWer purposes
in the City or'Oakdale and iz the wnincorporated town of Riverbank
ané vhe districts séjacent to the highway betweon saild comnuniiies.
411 of the company's outstending stock, nemely, £23,000.00 par value,
tas been acguired by the Pacific Gas and Electric Compony uﬁde:
euthority gremted by Decision No. 20748, dated February 4, 1929, in
splication No. 15275. Pacific Gas and Electric Compeny urder the
egreement daved April 25, 1930 (Bxhidit "A%) hes agreed‘to pey for
the properiies of the Oskdals Gas Company 540,000.00 snd to assume
end pay all of the existing obligations of the Oakdale Gos compeny.
As of April 30, 1930, the Qukdale Gas Company ro?
ports essets end licbilities (Exhibdit No. 1) as follows:
0rgonization OXPERSO..eeessscersreencsasanaats 1,520.50
TiXed 2S80US.eccvecevacnccancnsaccancenaonnns.74,590.65

cu&“rent assets..!.l.....I‘..‘..O..l-Il'..l.- 7’374-95
Discount on copitel cT0CK.eveereesnracananea . 2,023.09

TOtal ASSELSesessan ...585,409.17

LIABILITIES

caPital S‘t00k---¢-.--.-..--. ...... ..l-‘l.'l.'}zs,ooov.oo
Advences from Pacific Gas & Electric COvvs... 54,370.67
Current Lizbilites...cevenernn. eee 4y110.66
Jecerve Lor accrued depreciation..ccevrecees . 22,03L.00

fiCit S e s s heoanataeERNERRPRPRELERRS 5’103026

Totol Lichilities
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For the yeer ending April 30, 1930, the Oakdale Ges
Company im Exhibit No. 2 reporis operating revenues of £18,354.51.

its operating exponses, including %toxes and depreciatioﬁ, are reported

at $16,886.92, leaving net operating reveonue of $1,467.59. Miscellemeous |

Ca




income is reported a2t $47.23, whick, added to She net operating

revenuo, resulis in a éross income of £1.,514.82.

Iz Exhibit No. 3 spplicants report that Pacific Gas
and Zlectric COmpény will expend in acquiring the properties of
Qakdale Gas Company, under the terms of the agreement dated April 25,
1930, $106,.73.19. This amount is $29,670.43 in oxcess of the asscts
of the Ockdale Gas_Company, as they'appear‘on_the books of that conm-
ey, £35,852.52 in excess of the estimated historicel cost of the
properties as reporved in BExhidit Xo. 5, and $6,040.52 in excess of
the reproduction cost new lesc depreciation of the properties as
reported in Txhibit No. S.

Subseguent %o the hearing, Pecific Gas and Electric
Coxpany submitted a statement,to The efrect that 1t believos it should'
be permitted to chearge the full cost of cequiring the Oakdale COmpany*
properties to capital account and fixed assets and that, if it 1s
permitted to do so, it will charge to Lfixed capital accounts the
estimatedlreproduction cost mew of the properties. II, however, the
Commission should limit the cherge %o Tixed capitel.accounts %o “he
: historiéal cost of the Oakddle Company's properties, the purchaser
desires to use the estimated historicel cost of the, properties rathor
then the cozt as shown by the books of the Qakdele Company beceuse
such books, in the opiniom of epplicants, 4o mot properly reflect the
cost of the properiies. |

The uvniforn system of accounts prescribved by vhe
Commission is predicated on the theory that the books of o utility
should show the cost of public utility properties. Not the cost to
e purchasing combany, but the cost to the company which constructs
the properties. True, Account I98, "Cost of plant and equipment
purchesed,” provides that unless otherwise ordered or directed by

the Commission, there shell be included in ¥his accoumnt the cost %o

Sa




the corporation of any plent purchesed as o whole. But, this account
2lso provides thet it shall be‘used only as a c¢learing account in
wihich tenporarily to carry The ¢ozt of plant and equipment purchased
Zor a lwmp sam until such time es a plan for naking distridution 30
the primery account eppropriate to the property is approved by the
Commission.

The fact That the Pacific Gas and Zlectric Company
has egrecd %0 pay $106,173.19 for properties ﬁhich have an estimated.
historicel cost less depreciation of §70,220.89, or an estvimated re-

Toduction cozt less depreciation ot $100,132.89, does not change

the cost of the properilies to the company which constructed the same.

It simply meens that fa effect the stockholders of Oakdale Gas Com-

veny sold their stock at a profit. There is no warrant To add such
profit to the cost of the properties, as such term is used 1ln the
system of accounts prescribed by this Commissioxn. If the Paecific
Gas and Electric Company acquires the propertles of Oakdale CGas Com=-
pany, it uey charge to £ixed capitel accounts, as of Aprii 30, 1230,
284,151.00, offset by & reserve for accrued depreciation oX $2l;283.00.
The fixed capival less scerucd depreciation is £62,868.00. Ad&ing
to this the current assets §7, 352 39)makes a total of £70,220.89. I
the Pacifi¢ Gas and ,lecvr;c COmnany pays more for the prOpert1e° or
the Oakdele Compazy than $70,220.89, plus the net cost of additions
~and beiterments and net current assets acquired by the Oékdale Company
between April 30, 1930‘amd the date the properties are transforred,
+ must cherge such excess to Account 508, mM scellanoous debits o
profit and loss.™ |

ORDER

A public beering having been held in thiz matier

vafore Bxaminer Fankheuser and the Comlssion heving considered the

o




tostimony sdbmitted and being of the opinion that thisz application
sﬁould be granted, subject to the provisions of this order, therefore,

IT IS TERERY ORDERED, that Ockdale Gas Company nmeay,
on or bYefore Septemdor 1, 1930, sell and <ransfer to Pacific Gas and
Zlectric Company @ll of the properiies waich 1% has agreed to soll
in the agreement dated April 25, 1930 and filed im this proceeding as
Exhibit‘"ﬁﬁ. |

IT IS HEREBY FPURTEER ORDERED, that upon the acquizi-~
tion of the aforesald propertics by Pacific Gas and Electric Company,
the Ockdale Gac Company mey cease furnishing and supplying gas‘gervice
in the territbry in which caid Ockdale Gas Company 1s or may be fur-
nishing end/or supplying gas service by means of said properties.

T IS ESREEY FURTUER ORDERED, that if Pacific Ges

aad EBleetric COmpény acquires the aforesald properiles of Oakdale

Gas Compeny it may cherge to fixed capital and other ésset accounts,
as orhApril 30, 193C, a sum of no% more than exceeding $91,50$;89,
offzet by a resexve for accrued depreciation ol 321,283;00 end other
appropriate 1isbllity accounts. If the Pacific Cas and Electric Com-
vany peys, as of April 30, 1930, more for the alforesalid properties
than §70,220.8%, it must cherge such excess Vo Account 508, "Miscel-
leneous deduciions from surplus.” The zmounts mentioned in %his poro-
graph should be adjusted vecause of the changes that may be nede in
the propexty of Qeckdale Gas Company beiweon ﬁpril 30, 1930 end the
date of the trensfer of the propertics.

I? IS HERERY FURTEER CRDERED, thet within sixty deys
| after eccuiring the eforesaild properties of Qukdale Gas Company, the
Pacific Cas and Electric Compeany shall Lile:

(L) A copy 6: the instrument under which it

acquired $itle to said properiiec.

(2) A copy of all book entries to record said

S.




purchase and the dlstribution of the charges to
primary fixed capital and other accounts.

IT IS ESREBY FURTEER ORDERED, that this order shall

become effective tern days alter the date nerool.

DATED at Sm Francisco, California, this ﬁﬁré§= day
oL June, 1830.

Clokasy

R

Commissioners.




