Decision FNo.

BEFCRE THEE TRAIIRCAD COMMISSION OF THE STATE OF CALIFORVIA.

/:ngolq uoIs199(]

In the matter of the application of
MODESTO GAS, LIGET, COAL AND COXE
CORARY for sn order authorizing 1t
to transfer all of its proverty %o
MODESTO GAS COMPANY.

Application No. 2206.

In the matter of the gpplication of
YODESTO GAS CCLPANY for an ordex
authorizing the issue of 995 shares
02 1ts copitel stock and the execu~
tion of an agreoment essuming sll the
14abilities of the MODESTO GAS, LIGHT,
COAL AND COKE COMPANY, and for an
order suthorizing the creation of a
vonled indebtedness and the issue of
bonds.

Applicetion No. 2207.

Walter D. Mangfield for applicants.

BY THEE COMMISSION.

CPINION.

0f the 4wo above entitled epplications the first requests

an ordor of this Commission suthorizing iodesto Gas, Light, Coal
and Coke Company, & California corporation eageged in the buesiness
o? furniching ges to the inhabitants of lModesto, Stanislaus COunty,.
tereinafter designated and referred to as the "old company™, to
transfer g1l of its proverty, both resl snd personal,to Modesto Gas
Company, & Californis corporstion, hereinafter designated and re-
forred to ae +the ™Mew company”, which has been organized for the
purpose of taling over the business of the old company in considers~
tion of the new company issuing 995 shares of its capital stock to
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the 014 company and assunming all of its‘obligations'and indebted-

nesses. Phe gecond ig an application by the new company for an

order authorizing 1t to issue to the o0ld compeny 995 chares of ;ts

eapitel stock of the par value of $100.00 per shere, and to execute
and deliver to the 0ld company its written agreement to assume end
discherge 2ll tho liasdilities of said old company, and for an order
authorizing the execution of s moritgage or deed of trust securing
3200,000.00 face value of 30 year 6% bonds, and the issue and sale
02 $65,000.00 face value of said bonds at not less than 90% of thelr
feco velus.

These two applicatlions were consolidated, with the éypli-
sants’ counsent, at the pudlic heasring which was held in San Francisco
Avoril 25, 1916. From the evidence it agppears that the 0ld company,
after roceiving suthority from tals Commission on December 9, 1915,
by Decision No. 2963, to create a bonded indedtedness of the face
valne of 5200,000.00 and to issme end sell $65,000.00 face value of
its bonds at not less than 90, found 1t Aifficult to sell the same
owing to tihe fact that the prospective purchasers considered the
remainder of the company's corporste existence two short to afford
the bonds asbsolute protection; and in oxder to 6;;;;$me this obdjec~-
tion the new company wes orgenized on Marsk 20, 1916, for a term
of fifty years.

Both companies have aon suthorized capital stock of 1,000
shares of the par value of $100.00 ecach. The stock of the old
compaxny is all issued and outstanding, while "the now compsny has

ssued only the five shares necessary for the purpese of incorpors-
tion, which shares were issued at par. The oid company will disin-
corpcrete as soon as practicadle after the transfer has been made
and will distribute the shares of stock received im comsideration
for the transfer to 1ts siockholders in accordance with thelr wvarious
holdings in the old company. The new company then desires to coreate

& bonded indebhtednoss and to issue the same amount of bonds as thg

0ld company wee authorized to issue uwnder Decision No. 2963 (supre)
bl
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and to apply the proceeds to substantially the same uses.

W. J. Sermond, oue of the Commission's assistant engizcers,
made axn oxaminetion of the old compeny's property and submitted & re-
poxrt upon the same. In this report the reproduction cost and the
depreciated reproduction cost of apﬁlicants‘ physical oropertlies is
estimated as follows, the dewvreclstion veing computed under fhe straight
line method:

Reproduction Age Life Reproduction Cost .
Iten Cost Years Years JLess Depreclation

Laxd §15,135 . - - $ 15,135
Production FPlant 13,916 35 11?928
Gas Eolders 17,866 50 16,079

Boilers and accessories 4,456 30 4,010
Gas Genersators 12,145 25 9,716

Accessory equivment at
works 15,219 28 12,583

Purification apparatus 1,777 20 1,066
Gas Mains:
2T TW.I. 5,361 25 3,645
24" W.Il. 2,167 28 "1,625
4" T.X. 34,668 35 28,748
4" C.I. 1,336 55 , 1,083
6" C.I. 1,459 65 1,010
8" C.l. 2,846 75 2,466
Gas Service 7,518 20 5,263
Gas Neters: ‘
Light tin 7,376 20 5,532
Iron 1,911 25 1,787
Vuniclipel Street Lights 8,893 15 7,114
Coxmerclal gas arcs 2,137 10 1,282

¥iscellanoous Digtridvutiorn
Equirment 542 325

Genereal Egquiyment 8,159 ‘ 5,828
Materizls end Supplies 5,457 8 4,093
TOtELSe e v s seoBiV0,444 $140,298




Assuming the present value of the physicel property of
the 0ld compeny for selling purposes to be $140,298.00 and edding
thereto the value of the old company's outstanding solvent accounts
o5 estimeted by the company's genmersl mansger at $10,000.00, we
have the totel emount of $150,298.00.

From the proceeds of the provosed issue of $65,000.00
par velue of bonds at 90 the new company will devote $49,518.31 to

Aisckarging Yho debts of the old company. The remaining $8,981.69 |
will de spent for the extension of malns and services in the Naze

Addition in the City of Modesto. To the sum of £150,298.00 should
sccordingly be added the $8,981.69 so to be applioed o5 well as the
8500.00 received from tze issue of the 5 sheres of stock for orgeni-
zation yrurposes, resulting in a total of 8159,779.69 as the estimated
selling valuwe of the property acquired by the new compeny and certain
extensions to be made by it in the Maze Addition without maldng any
allowance for intangidle values. Fronm this amount should be de-
ducted $65,000.00’representing the bonds that will then be outstand-
ing, leaving the sum of $94,779.69 as revresenting the tangible

velue o2 all of the old company's outstanding stock.

MODESTO GAS, IIGET, CCAL AND COXKE COMPANY, a Californis
corporation, having applied to this Commission for sn orxder suthor-
izing 1t to transfer all of 1ts proverty to MODESTO GAS COMPANY, &
Celifornis corvoration, snd Modesto Gas Company having applied to
this Commission under a sevarate application for an oxder author-
izing the creation of & bonded indebtedness of §200,000.00 face
value of first mortgege 6 ver ceat 30-yesr gold donds and the

1gsue of $65,000.00 of seid bonds at not less than 90% of their face

velne, and the isswe of 995 shares of its capital stock of the par
valne of $100.00 per share, end the execution of en agreement sssum-

ing 21l the lisbilities of Modesto Gas, Light, Coal and Coke Company
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and for an order auwthorizirng the creation of a bonded indedtedness
and the issue of bonds, and & public hearing having been held at
which tkhe two applications were consolidated, and the Cormission f£ind-
ing that the yurposes for which the stock is to be lssued and the pro-
ceeds of the bonds ere to be used are not in whole or in part reason-
ably chargesble to operating expenses or t¢ incone,

IT IS EEREBY ORDERED tkhat Modesto Gas, Light, Cosl and
Coke Company be and it is hereby authorized to execute an indenture
substentislly in the foxrm of the draft of indenture annexed to
Applicetion No. 2206 and designated as Exhiblt No. 1, transferring
ell of its property, real and personsl, including choses in action,.
to Modesto Ges Compeny in consideration for 995 shsres of the capital
stock of Modesto Ges Company and the assumption by the last mentionmed
compeny of ell the llabilities of Mbdeeto~Gas. Light, Cogl and Coke
Compeny.

IT IS HEREBY FURTEER ORDERED that Modesto Gas Company be

and 1@ i8s hereby sulthorized to execute an Instrument substantiall#

in the form of the draft annexed to Application No. 2206 and,des#g-
rated &g Exhibit No. l-z, thoeredby assuxing and sgreeing to pey and
discharge all just debdts, liabllities and obligations of seid Modesto
Gas, Light, Coal and Coke Companye.

IT IS EEREBY FURTEER CRDERED thet questo Gas Compsny
bo and it is heredy authorizquto execute 2 moitgage or trust in-
denture to the Unlon Trust Compsny of:Sen Francisto substentially
in tke form of the proposed Indenture filed with this Cormission
on May 5, 1916, and merked Exkibit B, to seéure the proposed bond
issue of $200,000.00 face velue of bonds ag therein set foxrth.

IT IS EEREBY FURTHER ORDERED that Modesto Gas Company
be and 4t is hereby euthorized to issué and sell uwnder ssid trust
indenture bonds to the yar value of $65,000.00.

The snthority herein granted 1s granted subject to the
following conditions and not otherwise:
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1. Nodesto Gas Compeny shall sell ssid $65,000.00
of bonds S0 &5 10 net ssid company not less them 90% of the
Poce value of the principel thereof in addition To sccrued
interest thereon.

2. The proceeds from the sele of said bonds shall be

epplied only as Lfollows:

Refunding the promissory note of the old company
dated January 2, 1912, in Pfavor of Frank A.
Cressey........--......-...........-.-.-.......$2?,663.65

Refunding the promissory note of the old company
deted Pebruary 14, 1914, in fevor of Frank AZ.
Cressey....---.-..-.l-...o.-.o.a-to..-o-o.--..o!. 15,114.55

Refunding indebtedness of old compeny for cash
sdvenced to it by Frank A. CresseYecccscasecces 3,000.00

Refunding the 0ld company's indebtedness to

Farmers end Merchents National Benk of

Modesto upon its open accounlecccccsccccccancnse 3,740.31
Tor the oxtension of the new company's gas mains

and services in the Maze Addition to the City

of Modesto......t.lt...--.. --------- -8 8ssas s - 8:981069

Tot&lo--------an-.o$58,500.00

3. The sutbority herein given to Modesto Gas, Iight,
Coal and Coke Company %o convey its property to lModesto Gas
Compeny saall not bécome offective wntil Modesto Gas Company
shall have filed witz the Railroad Commission a stipulation
enthorized by its Board of Directors agreeing thet Modesto
Gas Company, its successors and assigns,lwill never clainm
before tkhe Railroad Commission or eny other publie aunthority
in any proceeding sny velue for the so-called constitutional
frenchise or any other franchiges to be conveyed by Modesto
Ges, Iight, Coal and Coke Compeny to Kodesto Gas Compény in
excess,pf the.gctual cost to Modesto Gas, Light, Coal and
iCOke'Cbmp3n§ of ééquiring the same, and shall have secured
‘froﬁ'the Reilroed Commission & supplemental order reciting
that sﬁch7stipulation in forr satisfactory to the Rallroed

Cormission has been filed herein.
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4. MNodesto Gas Company shall keep seperate, true and
aceurate accounts showing the receirt end applicetion in detedl
of the procesds of the sale of the bonds herein authorized to
beo issued: ond on or before the 256th day of ecach month the
company shall meke 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 reaslized
tnorefrom, end the use and application of such moneys, all
in accordence Witk this Commission's Gemersl Order No. 24, which
ordexr in go Zar as appliéable is made & part of this Order.

5. The epprovael herein given of the mortgage or in-
donture for +the propésed bord issue is for the purpose of
+tris proceceding only and an approvel in so far as thls Com~-
mission hes jurisdiction mnder the terms of the Fublic Ttili-
ties Act, and is not inteaded 23 on approval of sald mortgage
as t0 such other legel requirements to walckh said mortgege .
may be subject.

6. Tho suthority herelin given to issue asnd sell bonds,
%o issume stock and to convey yroverty saell apply to bonds
or 8Lock So issued and vroperty so cvomveyed on or before
Decomber 3L, 1916.

7. This order shall not become effective until the fee
-prescribed by Section 56 of the Pudlic Ttllities Aot has been

———

vald.

Dated at Sen Tranclsco, Cslifornls, this /,;5 4 day
of May, 1916.

Commissioner‘\\




