Necision No. O2RORN .

o

PTRORE TEE RATLROAD COMMISSION OF TEE STATE OF CAIIFORNIA

Tn the Matter of the lLpplication of

VIDIAND COUNTIZS PUBLIC SERVICE COR-~

PORATION, SAN, JOAQUIN LIGEY AND POVER
CORPORATION and PACIFIC.GAS AND ELECTRIC

COMPANY for an order of the Railroad

Commission of the State of California

authorizing the conswmmation, in accor- ‘
dance with 1ts terms, of & certain Application Noe. 17164
agreement Of sale and purchase entered

into by applicants under date of Jan-

uary 24, 193le. .

C. P. Cutten, for Midland Counties Public Service
Corporation and Pecific Gas and Electric
Compexny; .
i. E. Vishon, for San Joaquin Light and Dower Corporation;
J. 7. Devel, Zor California Farm Burean Federation;
Claude L. Rowe, City Attorzey, for City of Fresno.

BY TEE COMRISSION:

0 PINTON

This is an application made Jointly by Midland Counties
Dublic Service Corporation, San Joaguin Light anld Fower Corporation
end Dacific Ces and Electric Compeny, iz whick the Commissfor is
acked o make its order as Tfollows: | ' |

1. Grenting and conferring upos Midland Counties
Public Service Corporatioz, hereinaftexr called l{dland
Corporation, &ll necessary permission and authority to
sell, assign, transfer and convey to Sax Joaquiz Light
and Power Corposation, hereinafter called Sez Joequin
Corporstion, all of the properties which the former has
agreed to sell, assign, transfer and CORVey unto the
latter, pursuent to the provisions of the agreemernt dated
Tanuery 24, 1931 and Tiled in this proceeding as Exhibit C;




2. Authorizing Xidland Corporation, upon
assigning, trancsferring and conveying to San Joagquin
Corporation the properties mentioned in this applica-
tion, %0 cease furnishing and supplying electric ser-
vice in the territory in which said 2idlend Corporavion
iz now or may de furnishing and/or supplying clectric
service by weans of zald properties:

Je Granting and conferring upon Sap Josguin
Corporation 2ll necessary permission and autkority, as
provided rfor under the provisions of Section 52 of the
Dublic T+ilities Act 0f the State of Callifornis, o
iscue and deliver vo Ilidland Corpofrazion, as part con-
sideration Zor the performance dy Midland Corporation
of 1%ts covenents in said magreement of Jamery 24, 1931
set forth and contaimed, ten thousarnd andrrive(l0,005)
shares ($1,000,500.00 pex value) of San Joaquin Corpora-
tion's common capitel stock Iully paid; :

4. Granting and conferxing upon San Joaguixn
" . Corporation all necessary permission and autkhorily, as
provided for under the provisions of Section $2~-1/2 of
“he Public TUtilities Act of the State of Califormis, to
assuxe axd agree +o pay the obligetions of Midland Cor-
poration, as iz said agreement of Jamuery 24, 1931 i1s
provided; .
S. Granting anéd conferzing upon Pacific Gas
and Electric Compary, hereinafter called Pacific Company,
all necessary perzission znéd authority, es provided for
under the provisions of Sectioz S1 (b) of the Pudlie
Ttilities ict of the State of Celifornis, to acquire
ané/oxr hold the shares of the capital stock of San Joa-
quin Corporation which Midland Corporation has agreed
to cause to be delivered to Pacilic Compazy, as Iin said
agreement of Jamuery 24, 193l is provided;

6. Grenting end conferring upon applicants all
necessary perxission and authority +o consumnz=te said

agreement 07 Januery 24, 1931 (Exhidbit C) in accordance
with 4%z terms.

-

In brief, tke applicatio‘n involves the transfor of <the
vroperties of uidland Corpomation to San Joaquin Corporation, the
issue by the letter of $1,000,500.00 of its commoz stock and the
subsequent acguisition 6':' such stock by Pacific Compenye

Tze epplication shows that UYddland Corporation iz ca-

gaged in &istributing electric energy in portions of the Countles

of Fresmo, Monterey, Sen Luis Obispo and Sexte Barbarz, and thet




San Joaquin Corporstion is distriduting electric e;ﬁerg_y, gas end
weter in portions of the Counties of Fresno, MErc¢d, Melders, Tulare,
Kings, Kern and Iferiposs and elsewhere. The electric properties
of the two compenies are physically insercomnected end Midland Cor-
poretion receives from Sex Joaquin Corporation, by purchase, the
electric emergy 1t distridutes. The assets and liabilitles of the
two as of January 3L, 1931, are reported in Exhibit No. 1, as fol-

lows:
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It appesrs thet the two corporstions are conirolled through
stock ownership by Pacific Company, which owns all of the outstanding
stock of M1dlané Corporavion snd $12,886,700.00 o2 the coumon stock;
énd $4,751,800.00 of the prefer:ed stock o San Joagquin Corporation.

It seems that now 1% 1s thought desirable to consolidate under
one ownership the properties of Midlsz& Corporation and Sen Joaguin
Corporation end to that end cn agreement, dated Jamuary 24, 1921
has been made by the three corporations, applicants herein, wheredy
it 43 provided that a1l the properties of Midland Corporation, except
$2,500.00 in cash, shall be transferreld to San Joaquin Corporation
vhaich skhall, in consideration,

8o Cause 40 Yo iLissued and delivered to Midland Corpora—
tion $1,000,500.00 of Lts common cepital stock;

b. Release Midland Corporation from all eaxnd singular
its existing obligations to Saxn Jbaquin Cor-
poration; axnd

Assune and agree to pay all of Midland Corporation’s
other existing obvligations, including the prin-
cipal and inverest of I1ts ouitstending bozds.

Upon Yransfer of the properties lidlexnd Corporation has egreed,
subject to recelving perxlssion %o do so, to liguidate its assets and
to &istridbute the stock it will receive,to Pacific Compeny as its sole
stockholdera “

A copy of the agreement is fLiled as Dxaibit "C*. In sup~

POrt 07 the reguest for its approval, épplicants allégé that the

proposed consolidation will eliminate duplications now exls iné in
accounting matters, will make more flexible the handling or‘mate:ials
ané supplies and automodiles, will improve the position of thé pre-
Terred stock of thevpurchaser by adding to 1ts equity, and Iis 2 step
2 the finel amalgemetion of the property, 2eld or controlled dy the
Dacific Company, end accordingly will be in the pudblic invterest and




Tor the benefit of the pudblic service.

at the hearing held iz this npatter evidence wes produced oxn
the coct of the properties and assets of Midland Corporation, by J.Se
Moulton, an engineex enployed by San Joaguin 00r§oration exd Pacific
Company, Who estimated es of Jemuary 3L, 193L the historicel cost of
lands, rights and structures, at $5,488,124.00 and the reproduction
cost less depreciation at £5,093,892.00. The equity of the common
stock of Midland Corporatibn, upon these two bases, 1is reported dy

ir. 2oulton in Ixhibit No. 1, as follows:
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Adpplicants urge the granting of the applicetion to issue
stock on the grounds, axong otkers, that the issuc will not increase
the toval stock outstanding dut merely will résult in an exchapge of
San Joaguin Corporation stock fTor Ilidlend Corporation stgck on %he
basis of par for pare. This, 4n owr opirnioxn, is not = :ficfggg%g&r
en order authorizing *he issue of stock in tho amount requested. ‘e
are here calied upon, iz effect, to pass upon the capitalization of the
properties of NMidland Corporation. It has bheen our practice iz mat-
ters of this nature 40 use &s a basis in erriving et the amount of
securities to be issued, the original or historical cost of the pro-
perties, less depreciation, and considering lands 2t present value,

and we see 10 reason way we should deviate from suckh policy in <this




natter. Eere the only figures we heave 4in the record of the ori-

ginel or historicel costs are those introduced by Mr. Moulton, and
sing these figures we accordingly will enter an order authorizing

San Joaguin Corporation to issue not exceeding 3729,000.00 of svock.

This figure was determined as follows:

L’.‘.n.d.s, -_Sh-'to and. quCUu*es(mibi* 1) 0:;5,4.’88,124.00
Other 25568 & o v o o o o o o o = o o. 663, 600.00
Totel 288e%S ecececccann 56,151,724.00
LeSsS TCSCIVES o« ¢ ¢ o o ¢ o o = s o = = 907,389.00
B&l&“ce o s oo eorsdas ::E:s’ %’5 L J
LZSS liadbilities vo be assumed as part
consideration:
Bords & 4 4 o o o e 0 o = @
Qther liabilities . . . . =

%42,402,000.00 |
2,186.157.00  4,588,157.00

Balance L0 155Ue OFf SEOCK ceecsveccervrnaee b 656,178.00

In the past the Commission has in matters similer 4o this per-
mitted the issue of stock at 90. Meking such an allowance at this time
will call for %he issue of 729,000.00 of =ztock.

Ve believe that Sex Joaguizn Ceorporatvion, in recording the trans~
action on its books of account, chould charge %o rixod cepital not ex-
ceeding the Tigure estimated by i%ts engincer, that 15, the sum of
$5,408,124.00, pluu, 02 course, additions made detween Jarnuary I1, 1631
ané the date of acouisition, aznd vhat for ovher accounts, bdoth de it axd
credit balences, it should corry on *0o its hooks the Tfigures 20W ap-

pearing on the books of the Midlend Corporatior.
02D E .

Applicetion having been mede to the Railroaa Commi zion Lor
an order authorizirng lidland Counties Ppblic Sexvice Corporation *to
vransfer its properties, aﬁd San Joagquin Light end Povwer Corporziion
to {ssue $1,000,500.00 of stock, and Pacific Gas end Zlectric Company
to acquire and hold such stock, a pudblic hearing havirg been held and
the Railroad Commission being ol the opinion that the application
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should be granted oaly as herein provided, and thet the money, property
or lsbor to de procured or paid for throughk the icsue of $729,000.00
of stock by San Jeaquin Light and Powexr Corporsation, iz reaszozadbly re-
quired for the purpose specilied nerein, which purpose is not in whole
or in part ressonably chargeable to operating expense oOF to income,
I7 IS ZRREZY OROZRED as follows:
(1) ddlamé Counties Pudblic Service Corporation, may, after the
effective date hereof and om or vetore Jume 30, 1931, sell

assign, trensfer end coavey to Sar Joaguin Light and Power §

1ons of %he egreement dated Temery 24, 1931, end filed
| 4n this application as Exhibit "C™.
{2) 2idland Counties Public Service Corporation may, upon as-

" signing, trensferring snd conveying the properties re-
ferred ¢o in thisc application, cease'furnishinévhﬁd sup~
plying electric service {n the verritory in-waick it is
now or may be furnishing and/or supplying electric cer-
vice.

Joaguin Light ond Power Corporation may, after the effec=-
tive date hereol amd on or before Juzme 30, 1931, iss
%o M1dlend Counties 2ublic Service'Corporation as pard
consideration for the properties herein authorized to be
ansferred, not exceeding &729,000.00 of 1%tz common
cepitel stock.
Joaguizn Ligﬁt and Dower Cprpo:ation, ac part considera-
tiom Tor “he trensfer of said properties, mey assume and
agree to pey the outstending bdomds ond other liebilivies
of 14dland Counties Publie Sexvice Corporatlon, &5 Pro-
vided in the eagreement of January 24, 1931 filed In this
proceoding as Zonlibit "a.

. -
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(5) Pacific Ges aud Electric Company mey acquire end hold

'A " 4he shares of caplital stock of San Joeguin Light and
Power Corporation herein suthorized to bYe 4 ssued.

(6) Midlamd Countles Public Service Corporation, San Josquizn

' Light and Power COrpomtion and Pacific Ges ox& Elec-

tric Company may, oz aznd after the ortective date
hereo and on or before June 30, 193L, conzuxzmate and
onter into the asreemenfo:' Jexuary 24, 193l.

(7) The gpplication. 1nzofer as 1t involves the issue of .

| $5271,500.00 of stock de, and it herebdy is, dismissed

ﬁi@hou‘: Pre judice.

The eutkority hereir gramted is sudbject to the rbllowms

conditions:

a. The price at waich Midlaxd Counties Public Service Corporation
15 herein euthorized to tremsfer Lts properties shell not hereafter
Ye urged before this Commission or any other court or pudlic body as '
o measure of value of such properties for the purpose ol fixing rates
or any other puTpose.

be San Jozguin Light and Power Corporation witkin sixty days
after 'acquir;ng the properties of Midland Countics Public Service
Corporation, shall £ile with <the Commission & certified copy of +he
deed or &celds of conveyonce and & statement showing th?e ook entries
by which 1% records on 1ts books of account the purchase of such
sroperties and the distridution ‘cﬁereor % primaxy accqun‘.:s.

. Mi&land Countifes Dublic Service Corporation shall file with
the Cormission withir sixty days after disposing of its properties,
& finezcial report prepared. on the regulear annual reporv IOIRs pro-
vided by this Commissior, setting forth its operations during the

period Januery 1, 1931 dowz to the davte of trencter.

8=




de Sen Joaguin Light and Power Corporation shall keep
such record of the issue of the stock herein au‘horized as will
engdble 1t to file within thirty deys thereafter a verified repors,
as required by the Railrood Commissionts General Qrder Xo. 24,
which order, insofar as applicadle, 1z mede a part of this ordoer.
¢. The authoritly herein granted will decome effective
twenty (20) deys from the date hereol. ' 4

DATED et Sonm Francisco, Califorxzia, this / / da.y o
March, 1931. |
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COmi ssioners.




