Decicslion No.

DEFORE TEE RAILROAD COMMISSION OF TES STATE OF CALIFORNIA

Iz the Matter of the Applicetion of )

TRACY GAS COMPLNY, }
& corporation, and PACIFIC GAS AND )
ELECTRIC COLPANY, a coxrporation, }
for an order of the Reilroad Com~ }
mission of the Stete of Californis )
authorizing the Tormer to sell, )
assigrn, trensfer ané convey all of )
its properties to the latter, pur- )
suant %o a certain agreement entered)
into by epplicants under date of )
Avgust 15th, 1930. )

Applicetion No. 16868

C. P. Cutten, by R. W. DuVel, for epplicants.

BY TEE COMMISSION:

OPINION

In the above entitled metter tle Reilroad Commis~
sion is esked to make en order:-

1. Greanting end conferring upom Tracy Gas Company
euthority to sell, assign, trensfer and convey to Pacific Gas and
Electric Compeny all of the properties which 1t hes egreed to soil,
essign, transfer and convey pursuent to the provisions of an agree-
men' dated Angust 15, 1930, detweez the two compenies;

2. Authorizing Tracy Gas Compeany, upon selling,
assigning, tremsferring and conveying selid properiies, to cease fur-
zishing and supplying ges sexvice in the territory in which it is or
ney be furnishing end/or supplying gas service by means of said

properties; and




S. Anthorizing Pacific Gas and Electric Coupery %o
do whatever may be necessery orlproper for the full and complete per-
formance by it of its covenants and promises contaized in the agree-
nent of August 15, 1930.

The applicetion shows that Tracy Ges Compeny is &
corporation, orgaxized during 1926, for the purpose of engezing 25 &
Public utility in the dusiness of gezerating, maxufacturing, distribe
uting and selligg_artiricéal gas to counsumers locatéd in and abomnt the

£§52E2’61ty of Tracyf%%?i%:::zgaz%y. The compeny reports its assets and
11abilities as of Agust 31, 1930, es follows:
ASSETS

’

Plant and PropertieS.scecccecsccccncsccvescaas5i68,987.57
Discount on capital 3T0CK..cecevecsesasvesncsas. 19,5642.50
Simg mdll..itllﬂdlt‘oatu...l-.....l..-'..O su.so
Current assets:
Accounts receivadble-Net..ccceeessaad 3,974.27
Naterials and supplieS.iceaccescas. 438,57
cashI'O..-.llO.lOC..'-.-Il‘.I..il. 12,729-94 17,142.78
Deferred charges: ‘
Discount and expense on Zunded
debt-o.coo-- ----- PN NN NN N 11,695-55
Tndistridbuted suspense i%evS...... 825.90 12,5198.45

Totﬂ mmts...-..........9’214!805.80

LIABILITIES

C&Pit&}- stock-..-...‘Q-.-..........-.ldloil...ls %,700.00
mded debt..I.-.-......'I........-...'..I.-.I.- 97’&0.00
Advences frox Paclific Gas and Electric Compery. 33,405.03
Current liablilities:

Accounts Peyeble..veccecccncscncas 25.95

Meter deposits......'...I.....l..‘ 745.00

Acmals...l..i..t".'.‘.l.--..-.. lJéQSJBl 2’267.56
Reserve for Gepreciation.cececrvevcncncoccoesss L7,154.3L
Surplus (Debit DAlERCe).eeevecvoccoansenssecnsa  22,223.10

Totel Liabilities.........§214!803180

The outstanding stock emd bonds were issued undler

suthority grenteld by the Commission. The stook is all common axd
the bonds are Tirst nortgege six percent gold donds due July 1, 1947

snd callable at 105 percent of Lface value. O0Of the outstanding




$86,700.00 of stock all dut $200.00 was scquired dy or for Pacific
Gas end Tlectric Compeny under suthority granted by the Commission

in Decision No. 22079, dated Februexry 3, 1930, im Application

No. 16183. The purchese price of the stock, as revesled in that
applicatiorn, was §119,550.60. The Commission's decision was made
upon the condition that the vrice peild should not be urged before
the Commission as determinirng, directly or indirectly, the value of
the properties of Tracy Ges Compeny, the opinion reading on that
point as follows:

®If, hereafter, the Traocy Gas Company asks

permission tT0 sell any, or all, of its properties %o
Peoific Ges and Tlectric Company, the Commission will
at that time determine what part, 17 axy, of the con-
sideretion paid directly or indirectly Zor the
properties o Tracy Gas Compeny ney he chearged 4o
fixed capital accounts, end what part, if azny, should
be charged to prolfit and loss accounts.”

The two compenies now have concluded to ceuse the
transfer of the physicel properties of Tracy Gas Company <o Pacific
Cas and Electric Compary. An agreement %o this end, dated Angust 15,
1930, & copy being filed as Txhidit 7A", provides Lor the transfer
by Tracy Gas Company of all and singular the assets and properties
02 overy kind or character, whether tengible or Iintangible, reel or
personel, and, as coasideration, the payment by Pacilfic Ges and
Eloctric Compeny of the sum of 5126,327.00 axné the assumptioz by
it o2 all dhe existing obligationrns of Tracy Gas Company as of the
date of tremsfer, including the outstanding first mortgege bonds.
Exhibit No. 1 shows that Pacific Ges and Zlectric Company expended
£127,041.62 1n acquiring stock of Trecy Gas Compeny.

Applicants d&i1& not introduce Iinto the record a
veluetion of the propertics to be tremsferred. The testinmony shows
thet the system of Tracy Ges Compeny heas been constructed within

the last three years and it is thought thet the dook Ligures approximete ‘




the historicel or reproduction cost because of such recent consiruC~
tion. In commection with the depreciation reserve of $17,154.31 set
up on the books of the selling compeny, J. P. Ryan, valuation engineer
of Pacific Gas and Electric Company, testified that suck reserve had
been accumulated on the straight line basis and that had it been coOm~

puted on the six percent sinking fund basis, the methol used by

Pacifio Gas and Zlectric Company, 1t would have aggregeted at Februexy
28, 1930, omly £7,317.98.

e cash payment of $126,327.00 %o be made by Pacill
Gas end Electric Company and the liabilities o be assumed by 1%,
gmounting to $133,172.59 on August 31, 1930, as set forth in the fore-
going belexnce sheet, are substentlelly in excecs of the cost of The
properties, less depreciation, =nd the otkher assets %o e acquired.
In our opinion, the purchaser in recoxrding the tramsaction on its
books of account should set up the present ledger figures representing
tangidvle fixed capitel end other assets in the sxounts now appearing oR
the books of the seller. It may, if it 30 desires, offset the tangidle
fixed capital Zigures iz part with a credit entry in i%s reserve Ior
depreciation account computed on the sinking fund method rether thex
by tramsferving to its records the cmount of the reserve as heretolore
set up by Tracy Ges Compeny. If ibe peymentis made by Paciriq Gas end
Blectric Compeny and the reserve end the lisdbilities essumed by 1t
exd set up on 4its books excced the cost of the properties and assets
abquired such excess shell be chexrged by the purchaser %o Account 508,

miscellencous dedits to profit and loss.

ORDER

Applicetion having been mede to the Rellroad Con-
zission, &s inéicated in the foregoing opinion, & pudlic heaxring

naving been held before Exeminer Tankhause>r and the Commission deing




of the opinion that the application should de granted, sudbject to
the provisions of this omxder, therelore,

IT IS ZEREBY ORDERED, that:

(1) Trecy Gas Compeny may, oz or before December 31,
1830, sell, assign,‘transrer 2nd convey to Pecific Ges and Electric
Company all the properties which it has agreed to sell under the
agrecment dated August 15, 1930.

(2) Tracy Ges Company, upoz selling, assigning,

trensterring and éoﬁveyins $0 Pacific Gas and E*ectrié Company the

properties referred to In this application, may cease Turniching and
supplyizg gas sexvice in the texrritory ir which it is or mey be Ture-
nishing and/or supplying sgas sexvice by mes=ns of such properiies.

(3) Pacific Ges amd Electric Compeny mey perform
the obligations, covenants and pronises contained in sald agreement
dated Angust 15, 1930.

(4) DPacific Ges end Zlectric Company shall file
with the COmmissién 8 cortified copy of the deed or other instrument
of conveyance under which it acquires and holds title to the proper~
ties of Treoy Gas Company, sald deed or other instrument 0 be filed
within nirgety (90) days after its execution, axd alsé, at the seme
time, a statement indiceting the exact date 1t acquired suck proper-
ties.

(8) Pacific Gas and Electric Compexy, upon record-
irg the purchase of the propervies referred %o herein on Ltz books
0T accovnt nay charge to tangible fixed capital accounts rot more
then $168,987.57, plus addivions ond dYetterments from Aungust 31,
1930 to the date of transfer. If it peys Zor the properties and
assets of fracy Ges Compeny mose then the $168,987.57, plus additions

and betterments end plus the ledgér velue of the other assets acquired,

aftor deducting liadilities and =n adeguate depreciation reserve, it

Se




mast charge such excess vo Account 508, niscellanecus debits o
yrofit and loss.

(6) Trte consideration paid Zor the properties of
Tracy Gas Company shall not be urged es Zixing the value of such
properties for exy purpose other then the translfer herein anthorized.

(7) 7Pacitic Ges and Zliectric Compeny shall fLile
with the Camm.tsaion,‘ when evaeileble, & copy of each and every dook
entry by whick it records or its books of account the purchase of
the properties of Tracy Ges Compony and the distridution of said
purchase price 4o primary accounts.

(8) The euthority herein greanted will decome el-~
fective upoz the date hereof.

DATED et Sen Fremeisco, Califorrnie, this Z daw
o Octoder, 1930.
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