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WE RATLROAD COMIIISSICN OF TEZ STATE OF CALIFCORNIA

the surviving corporation itanereupon o
issue certein shares of stock.

In the Matter of the joint application of ) = oo
CCAST COUNTIZS GiS AND ELECTRIC COMPANT, ) :Qggﬁgﬂq?a;wﬁ"ﬁ -
a corporation, and NaTURLAL GAS CORPORATION ) v u;;juﬂf)(jﬂi;ﬂ
OF CALIFORNIA, e corporation, for en order ) _ feul Al
authorizing applicants to mexrge end for 2 Lpplication No. 21bd?‘
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In this proceeding epplicants, Coast Counties Gas and Zlec-
tric Company and Natural Gas Corporation of Celifornia, ask the Com~
mission to enter its order under Sectlon 2l-2 of the Public Utilities
aCt, suthorizing them to merge into Coast Counties Gas and Zlecvric
Compeny as the surviving corporatiozn, and suthorizing sald surviving
corporation under Sectlon 52-2 of the Public Uvilities Act, to issue the
shares of stock to wirich reference willl be made hereefter,

Cozst Counties Ges end Zlectric Compeny, hereinafter sometimes
reforred to as vhe Coast Counties, is a Califorrie corporation en-
gaged in the dusiness of distributing matural gas end electricity as
a8 pudblic utility. It sells npaturel gas in Santa Cruz, “atsomville,
Sollister, Gilroy, Los Banos, Gustine, Dos Ralos, Pittsburg, Lntioch,
Mertinez and Crockett; =nd electiricity in Sente Cruz, Watsonville,
Hollister, Gilroy end Ir certein rural ereas of San Benito, Senta
Clara, Senta Cruz and Monterey Counties. For the twelve months ending
September 30, 1937 it reports electiric operating revenues of
®1,537,047.37 and gas operating revenues of $1,239,042.27.

The Netural Gas Corporetion of Cglifornia, hereinafter
sometimes refexred o as the Weturel Gas Company, is a Californie
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corporation. It sells butene gas in the following cities and towns:-
arcave, Zrewley, Calexlico, Dunsmuir, 51 Centro, Isleton, Rio Vista,
Suisun, Falrrield, Vacaville and Yreksa. It sells naturel gas in
7art, South Tafy, Ford City, Maricopa, Fellows, Xettleman City and
Avenal, It also sells water in ivenal. Tor the vwelve months ending
September 30, 1937 it reports <the Tollowing oversting revenuec:-

From cale of nasurel gas $191,104.70

From secle of butene gas 208,680,439

From sale of water 32,78L.02
Total *e s OaBS eSS -'54-‘0343%-1:[

In 2pplication Mo, 21849 now pending defore the Commission the
Netural Gas Corporation of Celifornia asks pemmission to sell to the
Pacific Gas and Zlectric Company its butane gas dlants and distribusion
systems In RiQ V1518, Fairfield, Suisun, Tecaville amd Tsletom.

Coact Counties Gas and Tlectiric Company has outstending
$3,746,300. of &% Tirst preferred cumulative stock, #1,000,000. of
8% second preferred cumulative stock end $1,000,000. of common stock.
All of tke common stock, all of tae second prelerred sTHOCK and
$193,200. 0F the first preferyed stock are owaed by tho Pacific Public
Service Company, & California corporation. The Natural Gas Corpora-
tion of Califormia has outstanding $275,000.00 of common stock, all
of which is owned by the Pacific Fublic Service Company.

The Coast Counties Gas z2nd ZElectric Company hes issued and
outstanding $2,980,000.00 of its first mortgege 4% "Series E" bonds
due in 1965. The Natural Gsc Corporationr of Californie has no
bonds outstanding. It is indebted, however, w0 the Fecific Pudblic
Service Compeny in the amount of $1,567,405.60, which sum hes been
advanced t0 the Naturel Gas Company from time to time for the purpose
of enabling that compary +to acquire, construct and operate its

properties. Trhe assets and liabillties of the two companies as of

August 31, 1937 are in Zxhivit No. 1 reported as follows:~-




Netural Gas Corporation Coast Counties
of California Gas and Zlectric

FIXED ASSETS:
rixed capitel in service
Fixed capital under comstruction

$2,151,664.61

29,567 .59

Total fixed assets

CURRINT AND ACCRUED ASSETS:
Cash
Special deposits
Notes roceivable
Aceounts receivadle
interest recelivadle
Meterial and supplies

37,358.94

675.53
2,067 .49
65,226 .33

44,906.86

Company

5$10,219,505.22

263,886.73

-L ,460,4 -

£62,824.33
56,310.3L
2,245,00
265,856.19
50 .69
179,185.39

Total curTent and accrued assets

150,250.10

TS, a7 5e 0L

DUE FROM AFPILIATED COVEANISS:
coast Industrial Gas Company
Naturael Gas Corporation of Celifornia

93.76
2,367.96

Total cdue from affiliated com-
panies

2,461.72

PREPATD AND DXEFIRRED DERITS:
Unamortized debt clscount & expense
Clearing or apportionment accounts
Prepaid texes
rrepaid insurance
Frepaid exXpense
¥iscellarneous deferred items
Sroperty abandoned

124 .44
51.02
1,006.76
57.58
1,235.21

361,613.10
623,04
486.95
7,885.37
838.85
13,821.15

217,978.50

Total prepald and deferred dobiis

2,478.01

005, 046490

WISCELLANEOUS DERIT I7TM3:
Jiscount om capital stock-lst nre-
Terred

317,233.00

Total 858e1TS cceencene. U2,000,940.16

LIABILITIZES

CAPITLL STOCK:
Lirst preferred
Second preferred
Common

Total cepltel stock

275,000.00

Q%E,383l009.54

§ 3,748,300.00
1.,000,000.00

1

000,000.00

LONG TER DERT:
first mortgage 4% Ser.TB" boads-1965
CURRENT AND 4CCRUED LIABILITIES:
~ccounts payable
Acerued payroll
Consumers denosits
Dividends declered
Micesllaneous current liabilities
Taxes acerued=local and State
Texes accrued=-Federal
Jnterest accrued~Long term dedt
Miscellaneous acerued lisbilities

7,044.24
3,349.85
8,437.50

7,110.60
27,214.91

1,087.88

Totel current and accrued lia-
vilities S

94 ,244.98

2,

9E0,000.00

38,967.01
17,899.71
28,518.35
71,1.94.50

825.00
166,268.85
59,600 .00

b

oY

)

423,0460.94

TO AFFILTATED COMPANTES:

FgCille rublic Service Company
Coest XNatural Ges Company

Coast Countlies Gas and Electric Co.

1,

567,405. 60
1,215.84
2,367.96

Total cduc affiliated companies

T 570, 05040

611+58
43,368.11

13.575.59

DER=RRTED CREDITS:
Lonsumers advances Tor coastruction
Viscelleneous

13,673.00
3,311.50

Total deferred credits

S 16,984.90

56,416.03

06,4.1503




Natural Ges Corpo- Coast Counties
retion of Cali~ Gas axd Zlec-
LILBILITIES=-Contd fornis . tric Compeny

RESERVES:
Depreciation e 391,957.80 & 2,540,349.14
Casualty and Insurance 778.08 - 50,686.19
Uncollectible accounts 17,287.12 28,547.93
Total reserves «10,025.00 2,619,985.26

SURSLUS= Zarmed 6,700.28 0.1l95,6894062

Total LiabilitieSeevecens...d 2,333,945.16 $ 12,383,000.54

A cOpYy of the proposed merger agreement is attached to the
amended petition filed onm Octoder 21, 1937 asz Zxhibit 4. Concurrently
with or prior to the merger of the two corporations Natursl Gas Company,
S0 the record shows, will credit its fixed capitel accounts (a) with
development costs in towns in which vhe compsny did not complete its
nroposed butene nlants, and (b) with charges made by the Standard Men=-
agenent and Opexating Corporstion for englneering fees st the time of
the construction of the dbutane nlants. I%, of course, will also,
if Application No. 21549 is granted, make appropriate entries beceuse
of the sale of properties to the Pacific Gas and Zlectric Company.

Its Yook loss on the sale of such properties and the two aforementioned
items aggregate about ggég%fégf‘h° This write off will be applied %o
the reduction of the $1,567,405.60 owed by Netural Gas Company to raclific
Public Service Compary. Under the merger agreement $1,450,000. of
such debt will be converted into common stock of the surviving corpora-
tion, to-wit: the Coast Counties Ges end Electric Company.

After seid cntries are made there remains on the booxs of
Netural Ges Compeny an item of $105,258.45 which Is celled development
coOStS. In our opinion such sum represents orersting losses and should
not bve capitalized through the ILssue of stock. ‘A deduction of
$105,000. should be made from the proposed stock issuc of $1,450,000.

Under the merger agreement the $1,000,000. of second proferred
stock of Coast Counties Cas and Zlectric Company will be converted
Into $1,000,000. of common stock. Upon the merger becoming effective

Lo




the surviving corporatiom will have outstanding $3%,620,000.00 of
common stock, 53,746,300. of 6% first preferred stock and $2,980,000.
o? &% bonds.

The merger will meterially improve the posiitiorn of the
holders of the company's bonds and preferred stock, in thaet sdditionel
assets and earnings are placed behirnd such seeuritles. To & minor
exvent tinere will be savings in operating expenses. Iz aldditvion, the
preparetion of duplicate reports will be eliminated.

The properties of Comst Counties Gas and Tlectric Company
ané Naturael Gag Corporation of Celifornia sare under the same mansge-
ment. The properties of the two compaalies do not overlep physically,
and sonsecuently the question of duplicete property does not eater
into this proceeeing. The companies now segregatve thelr investment,
opersting rovenues and operating expenses by opoerating divisioms.
Such segrezatlons should be cortinued after the merger. The order
will requirc the surviving corporation to keep its books and Trecords
in such & menner as will enadble it to file divisional revorts Iin the

form required vy tae Commission.
0 2ZDER

4 pudlic hearing having beer held on the above entitled
natter btefore Examiner Ferkhauser, and the Commission having considered

tae evidence submitted at such heering end 1t veing of the opinion

that applicants should be permitted to execute & merger ggreement sini-

~vuy

lar in form to thet filed in this proceeding on October 21, 1937 aS

mAhiolt 4, modified 2§ {0 TNE issue of common stock in the amount

indicated in the foregoimng opinion, vhat tle Iouey, property or laber
to be procured or pa2id for by such stock issue L1s Teesonably recuired
ror the purpose hereln stated end thet the expenditures for such pur-
p0ses are not in whole pert reesonadly chargeable 4o operating

exzenses or to income, ¢ is application should be grented




as herein provided, therefore,

77 TS =URTEY ORDERID that Coest Counties Gas snd Zlectric Com-
vany and Nedtursl Gas Corporation of valifornla may on or before Fed-
Tuary 1, 1938 execute a merger agreement similar in form To the merger
agreement filed in this proceeding on October 21, 1937 as Exhibit A,
modicied so thet the issucd and outstanding common stock of the sur=
viving corporatior will not exceed $3,620,000.

IT IS ETRERY FURITEEIR 02DIRED that Comst Counties Gaz and Slec~
tric uvompany mey on or before Feoruarxy 1, 1938 izme its stock neces-
sary to carry sald merger asgreement into effect.

TT TS ENRAESY FUSRTEES ORDIERED that until otherwise direcled, Coast
countles Gas and Electric Compaeny shell file with the Commission oper=
ating divisional Teports in suck form es the Commission mey preseribe.

m TS mMETTY TURTESR ORDIRTD taat the authority hereir sranted
is subject to the condition thet the Commission has made no Iinding as
to the velue of applicents® properties Ior the purnose of fixing *ateo;

IT TS EERFRY FURTEER ORDEIRED that within thirty(s0) deys after
+ne execubtion of the eforcsaid merger agreement Coust Countles Gas and
Tlectric Company shell file two certified copies of troe seme with the
Cormigsion, tose:hor with a report showing the amount of stock issued
under the authority herein granted.
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DATED et Sen Frencisco, Californiz, this éL day of
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November, 1937.




