Decision No.
BEFQRZ THE RAILROAD COMMISSION OF THE STATEZ OF CALIFORNIA

In the Matter of the Apalication of
SAN JOAQUIN LIGET AND POWER CORPORA-
TION and PACIFIC GAS AND ELECIRIC
COUPANY for an order authorizing
Pacific Company to assume the debts,
liabilities, and obligations of San Aoplication No. 22157
Joagudin Corporation to distribute

and transfer to Pacific Conmpany its
plants, oroverties and other assets,
all in conformity with the orovisions
of the agreement herein mentioned.

Wi B.‘Bosley and R. W. Duval, for applicants.

WHITSELL, COMMISSIONER:

In this proceeding Pacific Gas and mlectric Company; hereinafter
sometimes referred to as "PacificT™,and San Joasuin Light and Power Corpor-
ation, hereinafter referred to as ™San Joaguin", ask the Commission to
make its orders as follows;

1. Authorizing Pacific to assume the debts, lizabilities and obligations

of San Joaquin to persons other than Pacific and authorizing San Joaquin

to distribute and transfer to Pacific its plants, properties and other

assets in confornity with the provisions of the agreement between said ap-
plicants, dated Auvgust 11, 1938 filed as Exhibit "™D" with the petition herein;

2. Granting and conferring upon San Joaguin all necessary permission and
authority, upon the distribution and transfer to Pacific of its said plants,
properties, and a2ssets as in this petition provided, to cease furnishing

and supplying service as 2 public utility and finding end declaring that

San Joacuin is relieved of the duties and functions of a public utility cor-
poration in the territory in which it now is or may be furnishing public
utility service by means ol the propertles to be distributed and trans~
ferreé zs aforesald; and T

3. Granting and conferring upon Pacific all necessary permission and au-
thority, upon acquiring the sald propertles of San Joaguin, to record the
cost of acquisition thereof upon its books either in accordance wlth pro-
posal A or Proposal B set forth In Paragraph VIII of the amended vetition
£1led In this proceeding, as the Coxmmission may determine, but without
prejudice to the right of Pacific to prove actual historical ¢ost of said
properties in the process of reclassifying its accownts.

An inftial hearing was held in this matter at Fresno on September
20, 19338. Thereafter on September 23, 1938 applicants f{iled their amend-
zent to the avplication revising the figwres at which Pacific propbses_tc
record on its books the properties to be acquired from San'Joaquin. On Sept-
ember 26, 1938 a further hearing was held, at Which time the matter was
teken under submission. A

Szn Joaquin does a general power business throughout the territory
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in which it operates, in which the following are the principal cities and
towns; nemely-Fresno, Bakersfield, Merced, Hadera, Selma, Los Banos, Taft,
Corcoran, Sanger, Reedley and Dinube. In addition it distributes gas in
the cities of Fresno, Bakersfield, Seima, Fowler, Sanger, Easton, Madera,
Chowchilla, Xerced, Atwater and Livingston and contiguous suburou, and
furnisaes domestic water service in Selma. As of December 31, 1937 it bad
107,229 electric customers, 41,507 gas cuséomers and 1,144 water customers.

In addition Sen Joaculn owns about 95% of the outétanding stock of
Valley Electrical Supply Company, a corporation engaééd in the electrical
zerchandice business. It also owns street cars and buses leased to Bakers-
field and Kern Electric‘Railway Company.

- It z2ppears that since June 12, 1920 San Joaquin has been controlled

@

through stock ownership by Pacific. The following tableshows the amouhts

of San Joaguin's outstanding stock and the amounts owned by Pacific and

by the public:
' Total Qwned by
Class of Stock Qutstanding Pacific Public
Preferred:
7% prior preferred $11,693,200. & 9 126,200. $2,507,000.
6% prior preferred-Ser.A 2 553,600. 966 800. So6 800.
7% preferred-Series A 39J,400- 6 020,900. 362 500.
6% preferred-Series B 31,600. 37000. 285600
Sub-total $R0,67L,300.  $17,186,900. $3,484,900.
Common s 12,856,900. 12,886,700, 70,200.
Total %33,628,700 31?30,073,@9‘._ %3 ,555,100,

On August 15, 1938 Pacific offered to excheange its breferred stock

for the &3,484,900. of vref erred stocks of San Joaguin held by the oublic.
The matter of such exchange is the subject of Application No. 22155 and is
considered in the decision in that proceeding.

It is of record in this proceeding that the Board of Directors of

Pacific at a meeting held on August 10, 1938 adopted a2 resolution (Bxhibvit B)

wherein it appears, awmong other things, that Pacific, as the ower of more
than 89% of all the issued shares of stock of San Joaquwin, has elected to
cause that corporation to wind up its affairs and effect dissolution, and

has authorized and directed its officers to execute and file with San Joaquin

(L) Paciric acquired stock of »an Joaguin pursuant to authority
granted by Decision No. 22432, dated May 14, 1930, (34 CRC 661), and
Decision No. 24993, dated Ty 15, 1932. (37 CRC 717).
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its written consent to the winding uwp of San Joaguin's affairs and its
voluntary dissolution and to do all things necessary or proper for com-
pleting such winding up and dissolution. Thereafter the Board of Directors
of San Joaquin at a meeting held on August 1L, 1938 adopted 2 resolution
stating, zmong other things, its purpose and intention to wind up its af-
fairs, to effect its voluntary dissolution and to forthwith cease to carry
on business.

To accomplish the end set forth in the resolutions the officers of
applicents entered into and executed a written contract, dated August ll;
1923. In.szid contract Pacific agreed, among other things,. to.submit to
the minority holders of San Joaguin's outstanding preferred stock a fair
offer to lssue shares of its own preferred stock in exchange for thelr
shares of preferred stock of Sen Joaguin and; from time to time, to advance
to San Joacwin 2ll sums of money which may be required to enable the latter
to comply with the provisions of said agreement. San Joaquin ag:éed, amnong

other things, that after the expiration of the period of time allowed for

the acceptance of the offer of exchange submitted by Pacific, to distridbute

2nd p2y to all of the remaining minority preferred stockholders the‘fuil
amownt of money to which they shall then ove entitled, viz., the par value
of their shares and accrued dividends; to declare znd pay as cash divi-

dends the wndistridbuted balance of its surplus profits and earnings accu-

milated since June 12, 1930; to purchese at the fair valug and retire all

spnares of its common stock now held by 1ts minority common stockholders

or to cause the fair value of such stockholders proportional share of its
net dlstributeble sssets to be ascertained and to pay such amount to the
minority common stockholders; to pay ond discherge all of ifs.known cwrrent
debts, lizbilities and taxes; to pay to Pacific all moneys remaining in its
treaswry and In banks; and to distribute to Pacific as its sole remaining
stockholder, after payment of all amounts payable to its minority stock-
holders, 2ll of ites plants, properties and other assets.

The agrecement reads in part as follows:
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npacific Company will assume and agree to pay the entire fumded
debt of San Joaquin Corporation, and all other debts and liabllities
of the latter remaining unpaid after the performexace of the foregoing
provicions of the agreement, and will assume, yerform and discharge
21l other obligations of San Joaquin Corporation, whether such obli-~
gations arise out of contract, tort or judgment, or exist under or

by force of any law or statute or any municipzl or county ordinance,
or by virtue of the grant and acceptance of any franchise or Federal
Power Comnlssion license.m

By decision No. 31328, dated October 3, 1938, we authorized Pacific
Gas and Electric Company to issue ifs(preferred stocls in exchange for

preferred stocks of San Joaquin Light and Power Corporation.

At the hearing had on September 20th, Wm. B. Bosley, counsel for

applicants stated that San Jozquin will by the process of negotiation,
If practicable, acquire the 702 shares of its common stoék held by
others than Pacific. If it can not reach an z2greement with the holders
of the stock as to its fair valve, he indicated that 2 proceeding would
be instituted‘in conforaity with the general corporation law of thils
State to determine the rights of all parties in interest. The matter
of determining the value of the 702 shares of common stock of San Joaguin
is not an issue in this proceeding.

In support of the authorizations sought, applicants allege that
the consolidation 6f the properties is in conformity with its long
establiched policy of simplifying its corporate structure by the elimin-
ation of its subsidiery public utility corporations and that the plan
is in the public interest in that it will result in =2 more effective
conduct of its business tarough the wnification of its accounting and
preparation end filing of reports. It is estimated that znnual savings,
approximzting 3150,000.00 should be reallized, chiefly in the items of
federal taxes and preferred dividends, as a result of the consolidatlon
of tne propérties and operations. On this vpoint, however, the testi-

mony shows that the existing persommel will be continued.




In taking over the properties the recuest is made by Pacific for
.

permission to charge torplant and fixed capital accounts the cost to
it of zcquisition of San Joaguin fixed capital in service and under con-
struction. In Exhibit F the cost of acquisition to Pacific, as of De=
cember 31,1927, 1is reported at $67,350,759.66, which is mede up of the
following:-

Advarces since June 12, 1920

Tor redexmption of San Jououln vonds $24,797,662.50

For additions end betterments 7,209,930.26 $32,007,592.76
Funded ¢ebt to be assumed-

Non-callable uni. & ref. 6s,due 1952 9,199,500.00
Par value of stock issued 29 180,551 73
San Joaguin preferred stock still held by public 3,5 84.,900,00

Sub=-total %73 ,880, 54449
Less: Excess of other assets and deblts over current
liabilities, reserves(except for depreciation)

and surplus since June 12, 1930 6,522,784.82
Balance 587,350,759

In Exhibit "E" zattached to the amendment to the application,

asplicants report the historical cost of San Joaguin's fixed capital in
service and under comstruction and the reserve for depreclation as of
December 31, 1937, as showm by San Joaguin's books. From this exhibit
the following figures are obtained:-
Electric department:
Intangidble capital:
Orgzanization $294,902.02

Franchises 5,87, 33
Miscellaneous 15,1 3,483 $15,403,956.35

Tangible caplital 7&,661,220.25
Total-clectric department $90,065,177.30

Gas department 2 864 283.42
Water department 149,021 98
Nonoperative properties 33,064,16

Construction work In progress 680,5 5.27
Total $93,786,072.13

Less: Reserve for depreclation ' 2,142,332 61
Balance $B7 732

The $74,643,732.52 is $7,292,972.86 in excess of the reported

cost to Pacific. It is proposed to adjust this difference against the

miscellancous intangible capital balance, thereby reducing the balance

in that account Irom $15,103,183.00 to $7,810,210.14 and the total fixed
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capital from $93,786,072.13. to $86,493,099.27.

As stated, "Pacific proposes to record the fixed capital to be
\

acouired from San Joaculn at $67,350,759.66 as of December 31,1937.(2>
To accogplish this it submits in the axmendment to the epplication, two
alternative proposals, elther of which will be followed as the Com-
nission may determine.

In "Proposal A" 1t suggests the charge to "Purchase Account-
Scn Joaguin Light and Power Corporation™ of the sum of $86,493,099.27
(being the book figures of San Jozguin as of December 31,1937 less the
write-down in the miscellaneous intengible capital account) and the
credit to depreclation reserve account of the sum of $19,142,339.61,
the difference between the two figures being the reported cost to it
of $67,350,759.66. Thereafter it proposes to distribute the
$86,493,999.27 to the appropriate fixed capital accounts.

In "Provosal B" 1t suggests the charze to {ixed capital ac-
counts and the credit to depreclation reserve account of the following
apounts:=

To tangible fixed capital in service and under
construction ©78,382,115.78
To intangible plant:

Organization $294,902.02

Franchises 5,371.23

Miscellaneous 7,810,210.14 8,12.0,983.49

Total $86,493,099.27
To depreciation reserve account _19,142,339.61
Net cost of properties c: ol o

acquired '$67;350,222.66

By Decision No. 30269, dated October 25,1937, as amended by
Decision No. 30339, dated November 15, 1937, in Casze No. 4230, the
Commission adopted and prescribed, effective Jaruwary 1, 1938, a uni-
form sysﬁem of accounts for electrical corporations.

By thils decision the Commission has directed electrical cor-
porations to reclassify on or before December 3L, 1938, their invest-

(2) The amount will be subject to adjustment for transactions since
Decenber 31, 1937.
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ment In electric plant and show the orlginal cost thereof. The 5ys—
tem of accounts prescribed by saié decision contalns instructions
covering that subject. It also contains accounting instructions
covering the subject of "electric plant purchasedn.
Account 391 reads-
"A. This account shall Include the cost of electric

plant azcgulred as an operating unit or system by purchase,

merger, consolidatlion, liquidation, or otherwise,pending

the distribution thereof to the appropriate accounts in

accordance with electric plant instruction 4.

B. Within six(6) months from the date of accuisition

of property recorded herein, there shall be filed with the

Commissicn the proposed Journal entries to clear from this

account the cost vo the utility of the property acquiredr

The systems of acccounts prescribed by the Commission for gas
corporations and for water corporations also contain Instructions on
the same subject.

We expect Pacific 1f it acquires the proverties of San Joagquin
to record the properties on its books in the manmer required by the
systems of accounts prescrived by tne Commission. There is Therelfore

no need to pass expressly on Proposal A or Proposal B.

-

If Pacific acquires the proverties of San Joaguin it will be

required to file with the Comwission monthly reports showing by accounts

its eleetric, gas and water operating revenues and operating expenses

appliceble to the area now served by San Joaquin, and the gross and

net cost of additions and vetterments to its properties in said area.
The distribution and transfer of the asseté of San Joaguin

should result in a reductioﬁ of expenses and be of benefit to the.

public. I therefore recommend the following form of order:-

ORDTER

Application having been made to the Rallroad Commission for
an order, as Incicated In the foregolng opinion, public hearings
having been held and the Commission having considered the evidence
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submitted and being of the opinlon that the application should be
granted, subject to the provisions of thls order,
IT IS HEREBY ORDERED as follows:w

1. San Joacuin Light and Power Corporation may, after the erfec-
tive date of this order and on or bvefore lareh 31, 1929, distribute
and transfer Lo Pacific Gas and Electric Company its plants, properties
. oné other assets in conformity with the provisions of tne agreement
setween said companies dated August 1L, 1938, flled as Exhibit "D" in
+nis procecding.

2 Sen Joacuin Light and Power Corporation, upon the distribu-

-

"4

ion and transfer .of its plants, properties and assets to Pacific Gas
nd Electric Company, @s authorized herein, may cease furnishing and
supnlying service 2s & public utility and it hereby is relieved of
ne duties and functions of a public utility corporation in the ter-
ritory in which 1t now 1s or may be furnishing public utility ser-
vice by means of the propertles to be so distributed and transferred.
3, DPaciflc Gas and Elecetric Company upon acquiring the plants,

proverties and assets a3 nerein authorized, shall assume and agree
0 pay the debts, liabilities and obligations of San Joeguin Light
and Power Corporation, including its outstanding wnifying and refund-
ing mortgage 6% bonds, Serles B, due lMarch 1, 1952, ané shell assume,
serform and discharge all other obligations of San Joaguin Light and
Pewer Corporation, existing and contingent, whether such obligations
arise out of comtract, tort or Jjudgment oI exist under or by force

of ary law or statute or any municipal or county ordinance or by

virtle of the grant or acceptance of any franchlse or permit.
ko Pacific Gas and Electric Company and San Joaguin Light and
Power Corporation geonerally may 4O whotsoever may be necessary and
srover for completely wincding up and effecting the dissolution of
Sen Joaguin Ligat and Power Corporatiocn, as provided in the said
agreement of August L1, 193¢.
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5. Pacific Gas and Electric Compeny upon acquiring the
plents, properties and assets of San Joaguin Light and Pdwer Cor-
voration shall record sald plants, properties and assets on its
oooks of account In the manmer prescrided in the uniform systems
of &cceounts, now In effect.

6. If the Pacific Gas and Electric Company écquires the
vlants, assets and properties of San Joaquin Light and Power
Corporation 1t shall file with the Commisslon, unless otherwise
<lrected by the Commlssion, monthly reports showing by accounts
its opeéerating revenues and operating expenses, incluling deprecia-

tion, taxes and uncollectibdle revenues applicable to the zrea now

served by San Joaquin Light and Power Corporation and the gross

ané net cost of additions and betterments to its public utility
vroperties in said zarea.
7. In granting this application, as herein provided, the

Commission has made no determination of the value of the properties

of San Joaquin Lignt and Power Corporation.

8. Pacific Gas and Electric Company, within thirty(30)
days after execution, shall file with the Commission a certified
copy of each deed of conveyance or assignment by which it recelves
title to the properties zcquired from San Joaguin Light and Power
Corporation, and at the same time a statement showing the exact
dave upon walch It acquired and commenced operating such proper-
ties as its own.

9. The suthority herein granted will become effective
when Pacific Gas and Electric Company and San Joaquin Light and

Power Corporation have filed with the Commission a2 statement in
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which they accept the authorization hereln given under the terms
and conditions herein specified.
~ The foregoing Opinion and Order are hereby approved and
ordered filed as the Opinion anc Order of the Railroad Commission
£ the State of California.
DATED at& [rttes eaoes , Czlifornia, this _/ 3 < day of

October, 1938.
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