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Tn. the matter of the application of
SOUTEZRY CATLIFORNIA EDISON COMPANY

to vurchase certain securities of
PACIFYC LIGHT AND POWER CORPORATION
and VEXTURA COUNTY POWER COMPANI: to
scquire the properties and franchises : App. No. 2651.
o0f PACI®IC LIGET AND POWER CORPORATION:
end to issue stock, and of PACIFIC -
LIGET AND POWER CORPORATION to sell :
its proverties and Lranchizes to :
SOUTEERY CALIFORNIA EDISON COMPANY.

H. Z. Trowbridge and Harry J. Bauner
for Southern Californis Edison
Compaxy.

Givson, Duvnn & Cratcher, J. Gibson,

Jr. srd S. M. Haockins for Pacific
Light and Power Corporstion.

EDGCERTONZCommissioner

QPINIO

Applicants seek aunthorization permitting Pacific
Ligbt and Powexr Corporstion to sell all of its property
including franchises to Southera California Edison Compsny;
the latter company to purchase all of said propertﬁ and
certein of the capital stock of said Pacific Tight and

Power Corporation and stock of Vexntura County Power Cou-

pany snd to iseue therefor 3tocks and secnrities as here-

inafter set out.
The purpose of applicants is to bring about the
complete consolidation of the properties and business of

these companios wander the corvorate entity of Southern

Californie Edison Company.




Ip 1s proposaed that Southern Californis Edison

Company purchase 46,175 shares of f£irst preferred cspitel
stock, 96,602 shares of the second preferred stock and
104,685 shares of the common stock, all of the par value
of $100 each, of Pacific Light and Power Corporstion and
3,417% shares of . the preferred stock and 7,045 shares of
. %the comﬁon stoeck, &1l of the par velue of $100 each, of
Venturs Comnty ?oﬁer Compary and $5,000,000 face value
of Pirst snd Refunding donds of Pacific ILight snd Power
Corporation and notes and accomnts of Pacific Light and
Power Corporation %o the amownt of {1,096,048.41; sald
Taison Company to pay therefor the sum of $4,000,000 in
cosh smd. 120,299 shares of the par value of $100 of its
gsecond preferred five percent. cumulative non-particlpat-
ing capital stock. This would leave ontstanding iz the
hends of the pudlic capitel steck of Pacifié Light end
Dower Corporation of 2 var value as Lollows:

First preferred $382,500.

Second preferred -~ 314,800.

Common 92,,000.
SIS TOS.

and shares of the capital stock of Ventura County Power
Company of & psr value a3 follows:

Preferred $ 9,030,
Coxmon N 1,560.

$10,590-

A1so Southern Celifornis Edison Company Propoces
to purchase from Pacific Light and Power Corporation all
of 1ts properties and francaizes, paying therofor to
Paeific Light and Power Cdrporation 114,218 shares of the
common Stock of Southern Californis Zdison Company of &

par value of %100 each.




It i=s not p?oposed at'the present time that
the property of Venturs County Power Company be trans-
Yerred to Southern Californis Edison Company dbut the
latter company is yurchasing nearly all of itz out-
standing capital stock and the only estimate of the
valune 02 this stock which has been presented in this
proceeding 48 that of the engineers of awpplicants who
slace itc value at $314,800.90. |

The entire property and business of Southern
Califorric Edison Company have been exhaustively inves-
tigated and reported on in the proceeding whereby the
City o2 Los Angoles requested that the Commission fix
e price on the vroperty of this company in the City of
Los Angeles. .Therefore the Comrission kas before 1t
sceurate data with relation to all of the affairs of
this comparny. | |

The information before the Commission as to
the other company, Pacific Light and Power Corporation,
is very nmuch less complete but is sufficient to enadle
the experts of the Cormissiorn to arrive at an spproxi-
maete opinion as to the value of its property, which
approximate result has beer checked by comparison with
Soutkern Californis Edicon Company.

Mr. Arthur R. Kelley amd lir. George L. Hoxie,
engineers, submitted In this proceeding o report on -
behalf of aprlicants éetting out their opinion of the

property velues of Pacific Light snd Power Corporation.

The values asre as of October 31, 1916. Applicanxs in

leying before ue their opinion of property values pre-

zented seversl methods of srriving at valuos. These




nay be stated ag follows:

() Investment Cost of Propert
8S por appiicant's stavement No. 3)

1. Somthern Californis Edison

Company 88 at presert 30,%11,328.93
2. Pacific ITight and Power

Coxrporation a8 at present 32,921,392.38

Both compaxnies ss st present GBfEBEaﬁﬁﬂTTEE

Both companies, in coxbine-
tion &g nroposed 63,547,622.21 -

Difference vetweer 3 and#4 - —"&BIZfEUGZ§G

This difference of $314,800.90 is the estimated
value.of 3,417% shgres of pfeférrod stock and 7.045‘sharéa
of common stock of the Venturs County Power Company as pur-
chesed by thé Bdieon Company.

(b) Commercial Value of Proverties, Rights,
Franchlises, etc.
{as ver ﬁoxIc-Kelley report of Mar. 31, 1916-
plus additions Apr. L to. Oct. 31, 1916- plus
;Oth§§ Assets™ as per applicant' s statement
Oe

Pacific Light and Power Cor-
poration 36,9956,822.10

(The “commercial value™ of Southern Californis
Zdison Company is not shown in the application)

(¢) Revoroduction Cost

& reproduction cost estimate is not submitted Lor

either the Edison Company or the Pacific Corporation proper-
ties.

(d) Dewvreciated Valume of Physical Proverty ‘
25 per BOoX1e~Kolley report WeT. oL, 1916)

Pacific Iight and Power, Corporation *25,232,2%0.

This amount equals 84.4% of the estimated investment cost of
the physical property as of Merch 31, 1916 (Hoxie-Kelley
report) which amounted to $29,925,570.28.

The "deprecisted value of physical property”™ is
not given for the Southern Californis Edison Compary's

oroverty.

L. R. Reynolds, Aunditor of the Commission, has

submitted s report on the book cost of the. property of
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Pacific Iight and Power Corporstion saxd Soutkern Califoxnia

Edison Compeny

Paeific Light and Power Corporation

In these figures the book cost of framchises,
rights of way snd waler rights have been eliminated as
not representing cash costs of same. There has beén
oliminnted certein sdjustments made on the vooks by
reszon of the J. G. White & Co. sppraisal of July 1, 1912
and an item of $137,766.60 representing retired property
¢t111 onm the books of the compeny.

Book values Mer. 3L, 1916 £29,593,958.72
Appreciation or depreciation to

sonform with J. G. White & Co's '

gporaisel in July 1912 | $ 1,454,71.2.99
Book figure Mex. 31, 1916 after

eliminsting sppreciation oTr

deprecistion $28,139,245.73
244 sdditions and betterments April

1 ~ October 30, 1916 497,391.15

Tess retired properiy remaiﬁing on ’ ’ )
bookz of the company ' , 137,766.60
Sook cost. October 30, 1916 $T57495,570.28

Southern Califdrnia Edison Company

Tn cormection with application No. 1424 Mr. Rey-
nolds found the originsl book cost of this property to be
as follows:

Physical plsnt $22,852,636.76
Intsngible capital 1,156,459.28
Total Esz o} 79

The sctusl book charges o capital
sccomnt from June 30, 1915 to
October 31, 1916 are . %45 ,433.,67
Resulting in & total ook cost as
of October 31, 1916 of $24,352,529.71

Mr. Richard Sachse, Chief Engineer of %he Com-

nigsion, made a report in which he sets out, smong other
things, his opinion of property values.

Ir. Sachee states in this report that %o a::ive
at tentetive totals ke nased the underlying data as were




used by applicsnts gnd that he mede only s gemeral
check of the figures submitted in the gpplication.
He stated, however, that in his opinion thefe is no
necesgity for a long and detailed veluation investi-
gation beceuse his gorroximate Ligures wi;l not vary
by more than Live percent. from the totals whickh would
be fownd after meking s standard vaslumation.

Combined Provertiec as of October 31, 1916

Reproduction Reproduction
Cost Coet Lese
Deprecistion

1. Pacific Light end

Power Corporation $29,665,705.79 $25,115,448.67
2. Southern Cglifornis '

Tdison Company 24,352,529.71 20,150,937.87

Totals 4T OLE, 235.50 4T85 256 286,54

Mr. Sachse calls attention %o the Lact that
his figures 4o not include any deduction for property
waich will not be useful, or may be less useful than
now, after the comsolidation, due vo obsolescence, &u~
plication, or any other element that may enter by
resson of changed operaéing and commercial conditions.

Furthermore he ssys that neither the figures
gubnitted by the engineers of spplicents nor his f£i-
gures reflect gny result walch mey be brought abount by
the severance of a vortion of both companies' properties
tarough acquisition by the City of Lo Angélée.

Mr. Paul L. Sinsheimer, Stock and Bond Expert
of the Commission, estimates that there sre net cwrrent

assets of these two compexies of a value o02$2,096,000.

Mr. Sinsheimer states that in considering cepitalization

i1 relation to value, consideration should be given o
reasonable and vroper discounts honestly imcwrred im
legitimate financing. Ee places the discount for the
two companies at $2,600,000.




mollowing is & statement of the outstanding stocks,

bonde snd debdts of each of the companies aznd of both compan-

fes comsolidated as proposed:

Southern Califor~
nie Edison Com-

bany .-
Pacific Light and
Powver Corporsation
Both, &t at pres-
ent.
Botk, as proposed
Difference between
#3 and ¥4

Bonds

and

Dabt
18,543, 101. 6%
25,575,996.30
45,417,097.94

44,321,049.21

1,096,048.73 -

Stock
out~

standing
[} » -

25,534,500.00

39,940,000.00
'27.020,572,00
12,919,428.00 .

Total Capital-
{zation snd
Dedt

4 -
51,108,496.30
85,357,097.94
71.,341,621.21
14,015,476.73

$11,421,800.00 par valve of common stock to be fssued
vy Zdison Company to Pacific Corporation is not ineluded im the
sbove because this stock is'to go 4nto the treasuxry of the lat-
ter company of which 3dison Company will own all bul & émall
amomnt of the stock. Applicente stete that tihis is the only
practicable method by which the interests of these minority
Pacific Light and Power Corporation stockholders may be pro-
sexrved,y b?cause of the bonded dedt of this-éompany it can not

be dissol&e@.‘

" 3r. Sinsheimer hes snalyzed the proposal of appli-
csnts with verticuler relation to the capitalization'proposed
and using for purposes of calenlntion Mr. Sachse’s repréduc-
sion cost loss devrecistion figure of $45,266,386.54 and add-
ing therecto net current assels %2,096,000. sud deducting
therefrom the met amauﬁt of bonds which will be outestanding

To this

ne 25ipds & romaining equity of $11,932,386.54.

ro ndde wnamortized discomnts of $2,600,000. whick gives &

total net equity over the face of outstanding vonds of
814,532 ,366.54.




A3 sgaimst this equity there will be oustonding:

Preferred stock & 4,000,000.00
Second vreferred stock 12,029,900.00
Common Stock now outstanding 10,400,000.00
Commonr ctock to be issmed and which

is tgken into considersetiocn iz

teis compuntation 5,000,000.00

Iz sddition, common s8tock will be issued to Paci~

£ic Light and Power Corvoration of & psr value of
$11,421,800.00. Dais stock, however, will be under the
control of t;e Zdison Coupany through its owﬁership'of the
stock of Paclfic Light and Power Corporstion.  3eceuse of
g minority interest of Pacific Light and Power Corporation,
applicants conzider the equity not controlled by Soutkern
Californie Zdison Compeny will emouwnt to $585,172.00.

The total outctanding common stock therelore
ney be comsidered ss $15,985,172.

Dedﬁcting from the eguity above mentioned the
par value of preferred stock, $4,000,000., leaves & .belance
of $10,5632,386.54 which may be considered back of the second
preferred stock of $12,029,900. or s percentage of appProx-
imgtely 90% of equity back of the second preferred stock,
leaving nothing back of the common.

Ur. Sinsheimer hes made another computation based
upon +he assumption that Southern Celifornie Zdison Connany
will issue the $5,000,000 o common. ‘8tock recently sutkhor-
$zed snd with the proceeds retire 35,000,000 of Pacific
T4gat and Dower Corporetion bonds and $1,096,000 of Pacific
Tight end Power Corporation floating debt. This compuie-
tion waich ke urges is the most that couwld reasondbiy.be
claimed by spplicante &3 to physical propertiec. e
atarts with the sum of $54,018,235.50 as being the repro-
duetion cost of tae physieal vroperties of both plantyg
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wpon which there is o genersl agreement. He deducis
therefrom the depreciation set up by these companies to
the first pexrt of 1917 which amouwnts to $5,550,503.22.

mate works out as follows:

Reproduction cost new of combined £54,018,235.50
properties

Depreciation '5,550,503.22
Depreciated reprodnction Co8t = = . . .
Yet current assSetSe « = = = = « = 2,096,000.00
Total Valle =~ =« « = « «w = = = = » R ell
Less face value of bonde 35,430,000.00
Balance 15155, 12225
Discountas to ve added for purposes
o2 capitalization 2,600,000.00

STT 755, T5C. 25

This is tre eauity 4o be nmeasured
ageinst the “stock.

Proferred stock

If wo assume the second vpreferred ‘
stock of $12,029,900. at 80 - - 9.,623,920.00

This gives & valance of - = - - 8 ET00, 512 .25
This is the amount under this method of calcula~
tion whick would be available sin the form of physical prop-
erty for the common 3LoCXe
The combined net esrninge of Pacific Light and
Power Corporation and Southern California ?dison Company
for the calendsr year 1916 aftor the payment of Lixed

cherges, taxes and an ample allowance for depreciation

amounted to 21,500,969.82 and thlis gives ample as3urance

thet the consolidated company with & lees capitalization
will be able to ﬁeet a1l of 41te obligstions and provide
2or some dividends and this withoutl considering savings
to be drought about by consollidation.

Southern Cglifornis Edison Company stavtes that
1t provoses to cxercise righte under sll of the £ronchlses
weich 1% scquired from Pscific Dight and Power Corporation

20 that this consolidation will mot result in a dimination
of the opoortunity of the public to odbltein sexrvice.
Southern California Edison Company and Pacilfic
Iight and Power Comporation are negotiating with the City
-




of Los Angele3 to the end that the City will purchase Lrom
the companies thelir distridating syctems located in that
City and thereafter for the purchase of power from tﬁe
compsnies. As this Sele is not consummated it cemmot
now deZinitely be determined what effect this sale may
have upon the financisl affairs of the comsolidated com-

peny. However, we may safely assume thet the cormpanies
will amply safegumerd their interests in any such transac-
tion and in any event this Commlssion haé Jurisdicetion to
prevent such ssle by withholding its sanctlon.

The advantages to the owners of the comvanies
involved in tais consolidstion are obdbvious.

The Pscific Iight amd Power Corporation has a
lerge hydro-electric development which is mot and will
not in the near future be put into full use unless this
consolidetion occurs. On the otker hand Southern Cali-

fornis Edison Company is using to capacity its hy&ro-

electric installations and unless this consolidamion'

ocours will be confronted with the almost immedlate
necessity of increasing its vroduction of electric

power.. Therefore, by this consolidation there are
brought together two gystems which complement each other
in this respect. The considersble surplus of power

now possible of gemeration in the plant of Pscific Light
and Power Corporation will be brought into use for the
consumere of Southern California Edison Company and this
will provide for s very considersble expansion of business
by the comsolidatpd company witzout the neceseity Zor

large expenditures in increasing production capacity.

Parthermore it is provosed to completely con-

20lidate these plants and to operate thereafter as a

~10=




mmified whole, thus greatly decréasing operating expensec.

It i3 estimated byvapplicants that there will be
8 saving in operat;ng expensés for the first few years of
approximately $400,000 a year and the olectricsl engineers
of this Commission believe that this statement of probabdble
savings is very conservative snd mey be stated ac 2 minimwm.
It is their belief that the savings will be very much great-
er as the plants are consolidated and opersting exﬁenses
are cut down and business increases.

The bonefits of this consolidation to thke publice
will be the elimination of the necessity for duplicate

Tocilities and the greater efficlency made possidle by tze

serving of 2 great commmity by oxne plant'and organization.

Forthermore, the great, and provably increasing,
proportiovate decresse Iin operating expenses will mske it
possivle in the future Hr the conzolildated company 1o 3erve
its consumers at lower rates. | ,

T believe 1t %o Do uwnmecessary inm this proceed-
ing to come to & definite conclusion 23 to %he value of
the properties imvolved. It 18 apparent from the showing
made thet the capitalizstion in felation t0 value of prop-
arty 1s not sued ag w&uld be sanctioned by this Commission
1f we wore now considering the creation of s mew public

£111ty organization. But we camnot aporoach the matter

tfrom this stendpoint because we are dealing with two ex-
fsting institutions and we eve informed by spplicasts that
“the provosed éapitaiization 13 83 low a8 they have Dbeen
gble or will e able to dring sbout. In other words;
that unless permitted to: consolidate on the terms broposed,
no consolidation is possidle. Therefore we Exe confronted

with a Situation where dy consolidation total capitalization




ig considerably cut down end lerge savings are msde in
overating exvenses and greater efficiencies will be
brought about.

In my Judgment this matter should be consid.
ered a3 g step in the right direction and as suea should
bo sanctiomed. Itrby 1o means should be considered z
£in8lity in the financisl set-up of these consolidated
organizations.

I wounld be unwilling to recommend that this
application be granted as sudmitted with the understand-
ing tkat the relationship between property and capitaliza-
tion were t0 remalin constant or'aa at present. I can
recommend thet tais consolidation be authorized under
the plen of cepitalizetion contemplated only upon the
condition that graduslly the relationship detweoxn the
property valume and capitalization e brought to a more
conservative basis. The applicant has asserted 1te
desire snd willingness to adopt such & course 23 g fixed
policy to hermonize its financisl Lrewework with the gen-
eral volicies 6£ this Commission.

T therefore recommend that this application e
granted end submit herewith the following form or order:

Lpvlication heving been made by Southern Cali-

fornie Bdizon Compeny and Pacific Lighkt and Power Corpora-
tion for an order sutkorizing Southern Celifornis Edison
Conrany to §urchase cortain of the stock of Pacific Light

and Power'Corpération and Ventura County Power Coxpany
‘and to purchase the provexrty of szid Pacific Ligkt and

Power Corporation and for ar order authorizing Zacific

Iight and Power Corporation to sell 2ll o 1t3 proverity
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end franchises to caid Sdison Company, sll as set out In
the foregoing Opinion, and public hesring having been
ned, the Commiszion being fully sdviced in the prenises;

IT IS EERERY ORDERED BY TEE RAITROAD COMMISSION
OF THEE STATE OF CALIFORNIA that Somthern Californils Edizon
-Compeny 1s'hereby sutaorized to pwrchase 46,175 shores of
the Lirst preferred capitai stock, 96,602 shares of the
second preferred capital stock and 104,685 sheres oL the
common cepitel stock of Pacific Light and Power Corpora~
tion and 3,417% shares of the preforred capital stock and
7,045 sheres of the common capitel stock oZ Venturs County
Power Company end 5,000 bonds of Pacific Tight aﬁd Power
Corvoration issuned uwnder ite first and refunding mortgage,
esch 0F the denominstion of $1000, and notes and ﬁccounts
of Pacific Light and Power Corporation to the amount of
$1,096,048.41 srd sathorizstion is heredby granted sald
Southern Californic Edison Compeny to poy therefor the sux
of $4,000,000 in cashk and in addition to issue ané de;iver
sherefor 120,299 shares of its second prefoerred five percent.
cumulavive non-participating capital stock.

Southern Californie Edison Company is further
suthorized to purchece from Paciffc Light and Power Cor~
voration all of its proverties axnd fremchises a8 e whole
and to pay therefor, asnd for thet purpose to issue o Pacil-
f¢ Iight snd Powexr Corporation 114,218 shares of the cozmon
cepital sﬁock, var value $100 each of Southern Californis
Edison Company.

For a full description of the property hereby

" emthorized to be tramsferred, roference it hed 1o the
detailed description thereof attached to the application

‘erein marked Txhibit A and filed iz these proceedings.




Pacific Light énd Power Corporation is heredy
authorized to sell and transfer all of its proverty ard
frenchises, as £ully set out in ssid exkibit Just abdove
mentioned, to Southern Californis Zdison Coﬁpany;

. Thiz order is mede upon the condition that
Southern California Edison Company will hereafter
‘amortize out of income such portionm of its capitaliza-
tion st the Commission shall direct. Southern Califor-
nie Bdison Compeny sball on or Yefore the 25th dsy of
each month‘hereafter report a;lltransactions hed under
this order.

" Provided that the wrice at which the prop-
exty herein mentioned 1s authorizéd to be purchased
szell not be dinding wpoxn this Commission or sny
other public body 8 represerting tze value of such
proverties for rate meking or other purpdsos.

Provided, further, that this order shall
not become effective until Soutkern Califorpnis Zdison
Company shall have f£iled with thls Commission, for
1te approval, & stinulation, duly authorized by its
bosrd of directors, declaring that said Southern
Csalifornis Zdison Compexy, ite successors and assigns
will never claim before the Railroad Commission or
any court or other public body o value for the fran-

chiges herein gsuthorized to be purchased by 33ld

Southern Californis Edison Company in excess of the

cost of such fLrenchices to the original grantee or

granteeos.

The foregoing Ordexr amd Opinion are heredy
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approved and ordered £iled ‘as the Opinion and Order of
the Railroad Commission of the State of Cali:fornid;
Dated at San Francisco, Californie, this
92 dey of May, 1917.
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