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Decision No. /. 
BEFORE T.e..E P.AII.ROAD COmn:SSION OF' TRB STA~E OF CALIFOR~TIA. 

---,.--

In the matter of the ap~lication of 
MODESTO GAS, LI GET, C O.A.L Am) C OXE 
COM?ANY for sn o~dor authorizing it 
to transfer all of its propertr to 
MODESTO GAS COljrPANY .. 

~ 
) Applioation No. 2206. 
) 
) 

In the matter of the application of ) 
MODESTO GAS CO!~.A.NY for an ord.er } 
~uthorizing the issue of 995 shares } 
o~ its oapital stook ana the oxeeu- ) 
tion o! an agreoment assuming all the ) Applicetion No. 2207. 
lia.bilities of the MODESTO GAS, LIGHT, ) 
COAL AND COKE COM:!? ANY, and. for an ) 
order authorizing the creation of a ) 
bon~ed indebtedness and the issue of ) 
bonds. ) 

Wa.l tor D .. 1.~snsf1eld, for a:pp11oants. 

EY THE COMMISSION. 

o :P I N ION. -- .... -----

ot the two above entitled applications the first requests 

an order of this Co~iss1on eutAorizing Modesto Gas, Light, Coal 
and Coke Company, a California corporation engaged in the business 

of !\u'nisMng gas to the inhabit~t8 of Modesto, Stan1s1s.ua County, 

hereinafter designated. and referred to as 'che "old company" 7 to 

transfer all of its pro~erty, both real and ~ersonal,to Modesto Gas 

Com~~, a California corporation, hereinafter designated and re-

ferred to as the "new com'Pan~Tf, whi ch ha.s been organi zed for the 

purpose of taking over the business of the old company in considera-

tion of the new company issuing 995 shares of its capital stock to 

1 



the old company and assuming all of its obligations and 1ndebted-

neeses. 2b.e second is an aWl 1 cat 1 on by the new company for an 

order authorizing i't to is sue to the old. oompany 995 shores of 1 ts 
ca.p1 tal stock ot the par value of ~~lOO.OO per shere. and to execute 

and deliver to the old oompany its written agreement to assume and 
discharge all the liabilities of said old company, and. for SJl order 
authorizing the exe~~tion of a mortgage or deed of trust securing 
~200,000.OO face value of 30 year 6% bonds, a.nd the issue and sale 

of $65,000.00 face value of said bonds at not less than 90% of the1r 

face value. 
These two a1'pl1 cations were conso11date.d, with the appl1-

oante' consent, at the public hesr1ng Which was held 1n San Franoisco 

April 25, 1916. From the eviaenee it a.ppears that the old company, 

a.fter roceiving euthority from this Comcission on December 9, 1915, 

by Decision No. 2963, to create a bonded indebtedness of the face 
yalue of $200,000.00 and to 'issue snd sell $65,000.00 face va.lue of 

its bonds at not less than 90, found it difficult to sell the e~e 

owing to the fact that the pros~eot1ve purohasers considered the 

/' re~atnder of the companyts corpo~ate existence two short to afford 

the bonds absolute protection; and in order to overoome tbis objeo-

tion the new company was organized. on l~arch 20,. 1916, for a term 

of f1ft:v years. 

Both companies have an authorized capital stock of 1,000 

shares o~ the ~ar value of $100.00 each. The stock of the old 
oompe.ny is al~ issued and outstanding, wlUJ.e the new OOInPs:c.y has 

1zsued only the five shares necessary for the purpose of incorpora-

tion, which shares were issued at par. The old oompany will disin-

corpo~ate as soon as practicable after the transfer has been made 

and will d1str1b~e ~he shares of stook reoeived in consideration 

for the transfer to its stookholders in aCCOrdance with their various 

holdings in the old company. ~he new company then desires to oreate 

a bonded inaebtednees and to issue the snme amount of bonds as the 

old com~any was authorized to is~e under Decision No. 2963 (supra) 
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and to apply tho proceeds to substantially the ssme uses. 

W. J. Bamcond, one of the Co~ise1on's assistsnt engineers, 

made an examination of t~e old company's property and submitted a 1'e-
po:rt 'Il)?on the ssme. In this re~ort the reprod~ct1on cost an~ the 

depreciated repl'cduct1on cost of a:pp11cants' physicaJ. properties is 

estimated. as follows, the d.epreciation being computed under the straigh~ 

line method: 

Re~roduction A~e Life ReErod~ct1on Cost 
lli! Cost Years Years Less Depreciation -

Land $ l5,135 t 16,135 

Prod.uction Plant 13,916 5 35 11,928 

Gas Holders 17,866 5 50 16,079 

Boilers and. accessories 4,456' 3 30 4,010 

Gas Generators 12,145 5 25 9,716 

Accessory equipment at 
works 15,319 5 28 12,583 

Purificstion apparatus 1,777 8 20 1,066 

Gas Mains: 
2" iV.I. 5,361 8 25 3,645 
~" W.I. 2"l67 7 28 °1,625 
4'" W.I. 34,668 6 35 28,748 
4" C.I. 1,336 10 55 1.093 
6" C.l. 1,459 20 65 1,OlO 
8" C.l. 2,846 10 75 2,466 

Gas Servi co 7,5l8 6 20 6,263 

Gas Meters: 
Light tin 7,376 5 20 5,532 
Iron 1,9l1 2 25 1,757 

Municipal Street Lights 8,893 3 15 7,114 

Oo~erc1al gas arcs 2,137 4 10 1,282 

M1scel1anco~s D18tributio~ 
Eqo.1pment 542 4 10 325 

Genel'al Equipment 8,159 2 ." 5.828 

Materiels and Su~plies 5 2457 2 S 4,093 

~otals ••••••• $170,444 $],40,298 



Assuming the ~resent value of the ~hyaioa1 property of 

the old oompany for selling pur~oses to be $140,299.00 and adding 

thereto the value of the old company's outstanding solvent accounts 

as est1::na.ted by the com:panyT S general manager a.t $10,000.00, we 

have the total smount of $150,298.00. '. 

From the proceeds of the pro~osed issue of $65,000.00 

par val~e of bonds at 90 the new company will devote $49,518.31 to 

!!schsrging the debts of tho old coopany. The romaining $8.981.69 
~~~ be spent for the exte~s10n ot m~n6 end services in the Maze 
Addit:Lon:tn the City of Moc:testo. To the sum o~ $160.Zge.OO shouJ.d 

aocora1ngl~ be addod the $9,981.69 so to be applied as well as the 

$,500.00 received from the issue of the 5 sheres of stock for organi-
zation purpoeoB, resulting in s total of $159,779.69 as the estimated 

selling value of the pro~erty acquired by the new company and certain 

extensions to be msde by. it in the Maze Addition without m&k1ng ~ 

a.lJ.owe.nce tor 1ntsng1ble vsJ,ues. From this amount should. be de-

ducted $65,000.00 reprosent1ng the bonas that will then be outstand~ 

1~g, leaving the Sttm of $94,779.69 as representing the tangible 

value o~ all of the ,old. company's outstanding stock. 

o R J) E R. 
-~- --

'MODESTO GAS, tIGE~, COAL A1'I'D COKE: COMJ?ANY, a California. 

corporation, having applied to this Commission for an order s.uthor-

izing it to transfer all of its pl"o:gerty to MODESTO GAS COMPANY, a 

C~J.1fornia cor:po:oe.t1on, and. Modesto Gas Com:pa.n1 haVing applied to 

this COm::l1 as10n und.er a separate applio at10n for an ol'der a.uthor-

izing tile creation of a bond.ed. indebtedness of' ~>200 ,000.00 fa.ee 

value of·first mortgage 6 per cent 30-year gold bonds and the 

issue of $65,000.00 of said bond.s at not les's than 90% of their face 

value, and the issue of 995 shares of ita oa.pital stock of the-par 

'VSlue of $100.00 per share, end. the execution of an agreement aseum-, 

ing all the liabi11 ties of Modesto Gas; Light t Ooal and Coke Compa~ 
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and for an order author1z1~g the oreation of a bonded indebtedness 
and the issue of bonds, and a publio hesring having been held at 
which the two applications were consolidated. and the Co~esion ftnd-
ing that the purposes for which the stock is to be issued and the pro-

ceeds of the bonds ere to be used are not in whole or in part reason-

ably ehargeable to operating expenses or to inoo~e, 
IT IS HEFJreY ORDERED that Modesto Gas, tight, Coal and 

Coke Com~any be and it is hereby authorized to execute an i~dentnre 
subste.ntially in the form of the draft of indenture 8Illlexed to 
Application No. 2206 and deSignated as Exhibit No.1. transferring 

all of its property, real and personal, including cboses in aotion,. 

to lI~odesto Ges Co:openy in conside:ra.tion for 995 shares of the cap1 tal 
, . 

stook of Modesto Gas Company and the assumption by the last mentioned 
com~any of all the liabilities of Modesto.Gas, Light, Coal and Coke 
Compen:y. 

I~ IS HEREBY FURTHER ORDEPlm that Modesto Gas Company be 
and. i.e is hereby suthor1zed to execute an instru.ment substa.nt1alJ~y 
in the form of the draft annexed to Application No. 2206 and dee~g

nated as Exhibit No.1-a, thereby assuming and agreeing to pay and 

discharge all just debts, liabilities and obligations of said Modesto 
Gas, Light, Coal and Coke C,ompany. 

IT'IS HEREBY FURTHER ORDERED that Modesto Gas Company 
be and it is hereby authorized to execute a mortgage or trust 1n-

" , 

d.enture to the Union Tru.st C0;:rPany-oft, San :?r:'anoisoo substant1ally 

in t~e form of the proposed indenture filed with this COomission 
on Y~y 5, 1916, and merked Exhibit B, to secure the proposed bond 
issue of $200,000.00 face value of bonds as therein eet forth. 

IT IS HE?~BY FURTHER ORDERED that Modesto Gas Compan:y 
be and 1 t is hereby authorized. to is sue and sell under said ·,trust 

indenture bonds to the par value of $65,000.00. 

~e authority herein granted is granted subject to the 

following conditions and not otherwise: 
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1. Modesto Gas Com~en~ shall sell said $65,000.00 

of bonds so as to net ssid oo~psn~ not less than 90% of the 

face value o~ the prinoipal thereof in aid1t10n to accrued 

interest thereon. 
2. The proceeds from the sela of said bonds shall ,be 

applied onl~ as follows: 

Ee:funding the :promissory note of the old. oom:pany 
dated JanuaX'~ 2, 1912, in favor of Frank .A. 
cressey •••••••••••••••••••••••••••••••••••••••• $27,663.65 

Re:f'and1ng the promiss·ory note of the old. compSlly 
dated February 14, 1914, in favor of Frank A. 
Cressey •••••••••• ' •••••••••••••• • • • ••• • • • • • • • • •• 15,114.35 

Eefnnding indebtedness of old oompan~ for oash 
advanced to 1t by Frank A. Cressey ••••••••••••• 3,000.00 

Refunding the old company's indebtedness to 
Farmers and Merchants National Bank of 
Mod.esto upon its open account •••••••••••• •••••• 3,740.31 

For the extension of the new oompan~'s gas mains 
and. services in the Maze Add.ition to the City 
of Modesto ••••••••••••••••••• •••••••••••••••••• 8,981.69 

~otal •••••••••••• ·.t58,500.00 

3. The authority herein given to Modesto Gas, Light, 
Coal and Coke Oom:p.any to oonvey 1 te property to }!odesto ~as 
Coopeny shall not become offective until Modesto Gas Company 

shall h~ve filed with the Ra1lroad.Co~1ss10n a st1~u1at1on 

authorized by its Board of Directors agreeing that Modesto 
Gas company, its successors and aSSigns, will never claim 
before t~e Railroad Commission or any other public authority 

in any prooeeding an~ value,for the so-called oonstitutional 

franchise or any other franchises to be conveyed by Modesto 

Gas, Light, Coal and Coke Company to Modesto Gas Co~pany in 

excess of t~e .actual coet to Modesto Gaa, Light, Coal and , ' 

Coke Com~any of acquiring the same, and shall have secured 

trom the Railroad Commission a su~plemental order reciting 

that such stipulation in fore satisfactory to the Railroad 

Co~ssion has been ~iled herein. 
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4. Modesto Gas Com~any shall keep separate, true and 
accurate accounts showing the reoeipt and application in detail 

ot the proceeds of the snle of tAo bonds horein authorized to 

be issued; and on or be~ore the, 25th day of each month the 

com~any shall make verified reports to this Commission stating 
the sale or sales of said bonds during the preceding month, 

the terms and conditions of the sale, the moneys realized 
t~eretrom, and t~e use ana applioation of suoh moneys, nll 

in accordance with this Commission's General Order No. 24, which 
order in so far as applicable is made a part of this Order. 

S. The appr07al herein given of tho'mortgage or in-

denture for the proposed bond issue is for the purpose of 
this proceeding only and an approval in eo far es this Com-

mission has juris~ict1on under the terms of the Publio utili-

ties Aot, and is not 1nte~dea ss ~n e~~roval of said mortgage 

as to such other legal requirements to which said mortgage , 

ma.y be subject. 

S. The authority heroin given to issue ~d sell bonda, 

to issue stock an~ to convey ~roperty shall apply to bonde 
or stock so issued and ~rope~ty so ~onveyed on or before 

Deoe~ber 31, 19l6. 

7. ~h1s or~er shall not become effec~1ve until tAe fee 

,.-:prescr1 bed. by Section 56 0 f the Pub1io utili ties Act has been 

:paid.. 

Dated at Sen ~ranc18cO, California, 

ot May, 1916. 

., ./' 
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