
Decision No. 

:In thE; !,!.8.tter of' the joint a:!,)plicatio::l. 0": ) 
~C.:..sT COtTh'"T!ZS CPS .\tIm :~!zCT1~::C CO!.1P.~"Y, ) 
So corporation, and ~~ .. ;''!UR..;'I. ~\.S GO~~'pO?A'I'ION ) 
OF C~~~OP~~, e corporation, ~ol" an order ) 
authorizing ~pp11cants to ~erge end tor ) 
the surviving corporation thereupon to 
issue certe.i:l shF).res of stock. 
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...... !.J \,)1 'I "J' ,', t, ,,' l..I U' ,-.. , • .:.;;j 1,-
~pplication No. 2150~ 

?iJ.lsbu.-y, :,.:e.dizo:l. & S'.ltro, by Bu~h. Fullerton, 
for app11ce.nts. 

!n t~is proceeding applicants, Cgast Counties Gas and Elec-

trio Company and ~atu=al Gas Corporation of ~alitornia) csk the eom-

mission to enter its order unde= Sp.ctio~ ol-A of the Public Utilities 

~ct) authorizing them to merge into Coast Counties Gas and Electric 

Company as the SUl"viving corporatiO:ll1 ~.nd e.utllorizing said survivi:cg 

corporation under Section 52-E of the P~blic Utilities Act, to issue the 

shares of stock to which :-ef'erence will be made hereafter. 

Coost Cou:lties Ges e.ne Elect:ric Company, hereinatter sometimes 

referred to as the Coast Counties, is a Califo=nie corporation en-

gaged in the business of distributing natur~l gas end electricity as 

a public utility. It sells natu=e.l gas in Santa c=uz 7 ~.7~t~onville, 

't::' 11" t G"l ,...., G'" . D ":) ... , ? · ... t b ~ ... " h .... 0 l5 er, l roy, .,Jos .caIlOS, us ",lne) os ... eu.os, l ... S urg, .. ·.n ... l.OC ) 

~,~artinez anti Crockett; an~ electricity in Sante. Cruz, 71atsonville, 

!:ollister, Gilroy and :!.11 certain rural e.reas of San Eenito, Santa. 

Clara, Santa Cruz and ~.'=o:c.tcrey Counties. For the twelve months ending 

September 30, 1937 it reports electric operating revenues of 

:;;:1,537,047.37 and gas ope:::-eting revenues of $l,239,042.27. 

The Natural G~s Corporation of California, hereinafter 

sometimes rcfe:::red to as the life.tural Gas Compa:lY, is a California 
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corpora.tion. Zt sells butane gas in the foll~ring cities and to?nls:-

).,reate" Ere.wley, Calexico, Dunsmuir, :81 Centro, Isleton, Rio Vista., 

Suisun~ Fairfield) Vacaville and Yreka. It sells :c.e.tu.r.ell gas in 

Taft, South Taft, Fc)rd C::ty, Y:a.ricope., Fellows, Kettlema.n City a:l.d 

l:. ve:oa.l. It also sells wate:- ill .::"vonal. ~or the t"iJelve months ending 

September 30, 1937 it reports the following operating revenues:-

From :xtl e of na tu:-e.l gas 
From. sole of b'ltse gas 
F!-oc. sale of water 

Total ...•..•. 

¢191,l04.?O 
208,680.39 

32 z 78l.Q2 
~-;4;'2, :Joe; .11 

~ Application No. 21549 now p~nding betore the Commission the 

Natural Gas Corporation o~ California a:~s pe.~ission to sell to the 

P9.cific Gas a:ld Electric Comp81l.Y its butane gas platl.ts, and distribution 

S1$t~ms 1n Rio 1i5ta, ~airrield, Suisun, V~caville und Isleton. 

Coast Counties Gus and Electric Company has outstanding 

~~3,746,SOO. of 6% i'irst prei"or:red cumulati'l1e stock, :)~,OOO,ooo. or 
55~ second :preferred cumUlative stock and $1,000,000. o-! co:nmon stock. 

J~ll or 'tee com:non stock, all or J~he second pret€X'rsG. stock and 

~;193,200. of' the first. :preferl~d. stock are ow;1od by tho Pacific Pu'blic 

Service Company, e California corporation. The Natur.a1 Gas Corpora-

tion of Californ1a hes outste~ding $275,000.00 ot co~on stoCk, all 

of ~·:hicb. is ov;ued oy the Pe.cific Public Service Company_ 

The Coast C,oUItties Gas e.nd Electric Company has issued end 

outstanding ::~2,980,OOO.OO ot: its first mortge.ge 4% "Series E'" 'bonds 

d'le in 1965. The Natu.."""8.1 Ga.::; CC'rporation or California has no 

bonds outstanding. It is indebted, however, to the J?e.cific Public 

Service Company in the aIllount or ~;1,567,405.60, which sum has been 

advanced to the I~ature.l Gas Company from time to time tor tho purpose 

of enabling that company to acquire, construct and operate its 

propert ies • The assets and liabil:l ties of the two cOI:lpanies as or 
August 31, 1937 are in ZXhibit No. 1 reported as tollows:-
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} .. SS:ETS 
Natural Gas Co=:poration 
of California 

Coast Counties 
Cas and 21ec~ric 

Company 
FJXED .ASSETS: 

.ldxed capital in service 
Fixed capital under construction 

'I'ota1 fixed a.ssets 
CU:?.?.J!lJ'::: AND ACCRUED .. ;SSETS: 

Cash 
Special deposits 
Notes receivable 
Accounts receivable 
Interest receivable 
~.~teria1 and supplies 

Total cu.-=~t and accrued assets 
Dm~ FROM A ... l4"Fn.IA.TW COMPJ..!.I'TIS: 

Coast rnc.ustri81 Gas Company 

$2,151,664.51 
29,567.39 

2?18i,G~2.00 

37,358.94 
675.53 

2,067.49 
65,226.33 

44,906.85 
1:>6,G~:>.15 

~atural Gas Corporation ot Celifornia ____________ _ 
Total due trom attiliated com-

panies 
??.EPAID P.ND DE...~ED D~B!'!'S: 

unamor~ized deb~ ~iscount & expense 
Clearing or ~pportio~ent accounts 
Prepaid. tuxes 
?repaid insurance 
Prepe. id expense 
~iscellaneous deferred items 
Property abandoned 

124.44 
51.02 

1,009.75 
57.58 

1,235.21 

Total prepaid and d.eferred debits G,4?8.0I 
:,.~C3!.I..;NEOUS DEBIT IT~$: ------'---.;.... 

Discount on capi~al stock-1st pre-
ferred 

'rotal assets ........... ~~~~:94~.lc 
LIABILITIES 

Cj'~!TXr.. STOCK: 
l"irst preferred 
Second preferred 
Common 

Total ce.,ite.1 stock 
LONG T~ DEBT: 

iirst mortgage 4% 8er."13" bonds-1965 
CUR..~'"T 1.J\l"'D .u..CCRTBD I.I.c..B!I.!T!ES: 

": .. CCOWlts payable 
Accrued payroll 
Consumers depositl~ 
D1 vidends decle.re<l 
Uicc~ll"lneo\l!3 cU~J:'e:::lt liabilities 
Taxes accrued.-Local and State 
Taxes accrued-Federal 
Interest accrued-Long term debt 
Miscellaneous accrued liabilities 

Total current and accrued +1a-
bi1ities 

nO"E TO AFFILIATED COM:?.A}.~: 
~acitic ~blic Service Company 
Coast Natural Gas Company 
Coast Counties Gas and Electric Co. 

Total due afrili~ted companies 
DZP:s..'"qRED CREDITS: 

Consucers a~vance3 for co~struction 
~,~i scelle.neous 

Total deterred credits 

27:>,000.00 

7,044.24 
3,349.85 
8,437.50 

7,110.60 
27,214.91 

1,087.88 

1,567,405.60 
1,215.84 
2 2367.96 

l3,673.00 
3,311.50 

$10~219,60;).22 
2637696.73 

J.o,4&,491.95 
462,824.55 
66,~10.S1 
2,245.00 

265,856.19 
50.69 

179,189.39 
97b,47.:>.§r 

95.76 
2,367.96 

2,461.72 

561,613.10 
623.04 
486.95 

7,885.57 
838.85 

13,$21.15 
217 J978.50 

317,233.00 

$ 3,746~300.00 
1,000,000.00 
1,000,000.00 
:>, (141),$00.00 

2,980,000.00 

~,96?Ol 
17,899.71 
28,518.85 
71,19~.~0 

825.00 
34,490.58 

166,268.85 
59,600.00 
5,275 .. 44 

~ 423JO~.94 

611.58 
43,368.11 

56,4l5 .. 03 



!.IABI!.IT!ES-Co:r:.td 

Xature.1 Gc.s Corpo-
ration of Cali-

fornia 

RESERVES: 
~eprccration 391,957.80 
Casualty and ~surance 778.08 
Uncollectible accounts 17,287.12 

Total reserves ~16,o~~.Oo-
SDRi'I.US- Earned I:) t ?O$ .. ~8 

Total Liabilities •••••••••• =$===2~z=3=3=Z=!=9=4=5=.=1=6= 

COc.st Counties 
Gas and Zlec-
tric Compe.ny 

$ 2,540 ,349.14 
50,686.19 
28,547.93 

~ copy of the proposed merger agreement is attached to tte 

amended petition tiled o~ October 21, 1937 as 2xhibit A. Concurrently 

with or 9rior to the merger of t~e two corporations Natural Gas Company, 

so the record ShO\'lS, will credit its fixed capital accounts (e.) ",,,,.ith 

develop:nent costs in~owns in \':b.ich the company did. not complete its .j 

proposed butane plants, ~d (0) with charges made by the Standard 1~

~gemcnt and Operating Co~oration for engineering tees at the time or 
the construction ot thc butane plants. It, of course, -Hill also, 

if .A.pplication No. 21549 :i.s granted, ooke appropriate entries bece.'lse 

of the sale of pro,erties to the Pacific Gas and Electric Company. 

Its book loss on the sale of such properties and the two aforementioned 
4/o, H'i();...c. 

items e.g,gresate about $1':9,:,.~&., This 'l,'ll"ite ort will be applied to 

the reduction of the $1,567,405.60 ow~d by Natu~al Gas Company to Eacific 

Public Service Company. Under the merge: c.Gl'eetlent ~~1,450 ,000. ot 
s\.J.ch debt will be converted into com:non stock of the surviving corpora-

tion, to-vat: the Coast Counties Gas and Electric Company. 

Atter said cntrie~ are made there remai~s on the books of 

j,1j'8.tural Gas Company an item of ~~105,258.45 which is called development 

costs. In our opinion ~uch sum represents operating los,sas and should 

not be capitalized throug.h the issue of stock. 'A deduct !.on ot 

~l05,OOO. shou~d be made trom the proposed stock issue ot ~1,450,OOO .. 

Under the merger agree::cnt the ~:l, 000,000. ot second. preferred 

stock of Coast Counties Cas and Electric Company will be converted 

into ~~l, 000, 000. of CO!!l."ll.on stock. Upon the ~erger becoming effective 



the surviving cor~or8.tion will have outsta.nding 03,620,00'0.00 of 

cot:lon stock, ~~3,746,~OO. ot 6% first preferred stock and. :~2,980,OOO. 

ot 4% bonds. 

7:'he ::lerger will lLe:teriaJ.ly improve the position of the 

holders of the company's bonds cnd preferred stock, in that additionel 

assets ~t.nd earnings are placed 'behind such sec'Jri ties. To e minor 

extent tl1ere .... :ill be savings in ope::-ating expenses. !n A.(;,dition, the 

preparation of duplicate :;:-epo:-ts will be elit:line.ted. 

7.he propert.ies of Coast Count.tes Gas and. Electric Ct;,mpany 

and lJaturlil Gas Corporatio:l of eelit' on.ia are under the same ::nane.ge-

ment. r::'he properties of the tVIO cOIllp~es do not overlep physically, 

and .=onseG,uently the question of duplicate property does not e:o.ter 

into this proceeei~g. The co::.panies now segregate their i.nvestment, 

operating rovenues and opers:ting expenses by operating divisions. 

Such segresa tions should be continued atter the merger. ~b.e orc.er 

will reo.uirc the zurviving co:::po~ation to keep its books and records 

in such e. tltlIlller as will enable it 'to file divisional reports in the 

form required oy th~ Commission. 

O?,D:ER 

A public hearing having been held on the above entitled 

!!latter 'oefore Exa.rn.iner Fankhauser) end. the COI:l:l.iesion having considered 

the evidence sub:itted at such hearing end it being of the opinion 

that applicants should be permitted to execute a me:rger agre(~!llent sl::l.i-
• 

lar in :orm to the.t filed in this proceeding on Octocler 21: l~;)r as 
.. 

Exh:i.bi t J..., modified e,~ to the issu~ of COI:mlon stock iII. the amount 

inaicated inche 1"oregoine or-inion, ~hat the :rl.oney, 'Property or labor 

to be procured or paid for by such s~ock issue is reasonably re~uired 

:"or 'tlle purpose !lerein. stated B.ne. that the expenditures rOJ: suc.h. pfC-

~O$C$ 3:'0 not ill whole or in part r·ee.z,onably chargeable to operating 

eXgenS€IS or to i::c.co::le, and that this ::!:.?plicatioIl, zhould 'be grented 
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as he~ein provided, therefore, 
17 IS E:83EY O?DEP3D that Coast Counties Gas and 31ectric Co~-

pany 8:ld l~e.tu!:'al. Gas Co:;PO:-e.tiOIl of valifo::nia. may on 0::' bcfo:-e Feb-

ruary 1, 1938 execute a r:"~c:-ger agreeClGnt siJ::lill;U:' i:J. :!'or:r. 'to the !D.c;:lger 

agreement filed in this proceeding on Octo'b~ 21, 1937 ~lS Exhibit A, 

mociified so th.e.t the issued a::.d outstanding cO::!.m.on stocl: of the su:-

viving oorporation will not exceed ~?3,620,OOO. 
IT IS F~SEEY ~~~T~~2 O~D5RED that Coast Counties Gas ~~ Zlec-

trio ~ompany may on 0:- befo:-e Feoru~ry 1, 1938 i=sue its stock neces-

sary to carry said me::'ger a5reeme~t into effect. 

t..:ount 1es Gas ''In.d Electric Co~pany shall file with tho CO::.'l:Ilis sion ope:--

ating divisional :-eports in zuch form e.s the Co~~ission may prescribe. 

is subj ect to the concli t5.on -c}::U'l.t the COt!lmission has ree.c..e no tind.ine as 

to the value of ap~lic~nts' properties for the pu~)ose of fixing rates. 

!T IS £SP-'::3Y ::·URZ-3...~ O::m:::?3D that ":i thin thirty( ~50) days 9.tte:: 

the execution of the aforesaid merger agreement Coast Counties Gas and 

Zlectric Company shall file two I~e:'tified cO!,ies 01' the seme "1 .. 1 th the 

Commizs5.on, tOGethor \'lith a :-eport showing th.e amount of stock issued 

under the autho~ity herein sr~ted. -
DA~~ at San Francisco) C~litol~ie, this t- ~ day ot 

~cvombcr, 1937. 

6-
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