
Decision No. ____ _ 

BEFOR~ THE RAIL..qO.o\D COM~USSION OF THE STATE. OF CALIFORNIA 

A~plication No. 22157 

QPlliIQN 

In this proceedin~ Pacific Gas and Electric Company, hereinafter 

sometimes referred to as npacificTT,and San Joa~Uin Light and Power Corpor

ation, hereinafter referred to as nSan Joaquin", ask the Commission to 

make its orders as follows; 

1. Authorizing Pacific to assume the debts, liabilities and obligations 
of San ~oaqu1n to persons other than Pacific and authorizing San Joaquin 
to distribute and transfer to Pacific its plants, properties and other 
assets in conformity with the provisions of the agreement between said ap
plicants, d:.ted August 11, 1938 filed as Exhibit TTD" with the petition herein; 

2. Gr~ting and conferring upon San Joaquin all necessary permission and 
authoritY,upon the distribution and transfer to Pacific of its ,said plants, 
properties, and assets as in this petition provided, to cea.se furnishing 
and supplying service as a public utility and finding and declaring that 
San Joaquin 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 me~s or the properties to be distributed and trans-
ferred as aforesaid; .?.nd .. ' . 

3. Granting ~~d conferring upon Pacific all necessary permission and au
thority, upon acquiring the said properties of San Joaquin, to record the 
cost of acquisition thereof upon its books either in accordance with pro
posal A or Proposal B set forth in Paragraph VIII of the amended petition 
filed in this proceeding, as the Commission may determine, but without 
prejutice to the right of Pacific to prove act~al historical cost of said 
properties in the process of rec1~ssifying its accounts • 

.. dJJ. initial hear inS was held in this m:;.tter at Fresno on September 

20, 1938. Thereaf.ter on September 23, 1938 applic~~ts filed their amend-

ment to the application revising the figures at which PacifiC proposes to 

record on its books the properties to be acquired from San JoaqUin. On Sept

ember ~6, 1938 a further hearing was held, at wbich time the matter was 

taken under submission. 

Se.n JO.3.q:uin does a general power business thro'Ughout the territory 
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in which it operatl!:s, in which the following are the princi:?al cities and 

tOw::ls:" namely-Fresno, Bakersfield, tiIerced, ~Iadera, Selma" Los B~os" Taft" 

Corcoran" Sanger, Reedley and Dinuba. In addition it distributes gas, in 

the cities of Fresno" Bru{ersfield, Selma, Fowler, Sanger, Easton, M~dera, 

eho\';,chilla, ?ierced, Atw"ater and Livingston and contiguous sublJI'bs" and 

furnishes domestic water service in Selma. As of December 31, 1937 it had 

107,229 electric customers, 41,507 gas customers and 1,,144 water customers. 

In addition S~~, Joa~uin owns about 95% of the outstanding stock of 

Valley Electrical Supply Company, a corporation engaged in the electrical 

merchandise business. It also owns street cars and buses leased to Bakers-

field and Kern Electric ,Railway Company. 

. It appears that since June 12" 1930 San Joaquin has been controlled 

thro~~h stock ownership by pacific.(l) The following tableshow~ the amounts 

of' San Joao~uin T s outst:'-"'lding stoc}: :md the amounts owned by Pacific .:m~ 

by the public: 

Class of stock 
'Pref~rred: 

7~ prior preferred 
6% prior preferred-Ser.A 
7~ ~ d" 'e~ ft ~ ~re~errc -~er~-~ ~ 

6% preferred-Series B 
Sub-total 

Common: 
Total 

Total 
Outstanding 

$11,693,200. 
2,553,,600. 
6,393,,400. 

31 ,600
v
., 

Owned by 
pacific Public 

$ 9,186,200. 
1,966,$00. 
6,030,900. 

,.000. 
$17 ,,18;-; 900: 
12,886,700. 

~~30 ,073 ,~1'-0_!.. 

$2,507,000. 
586,$00. 
.362,500. 
:28,600. 

$3,,484,,900. 
70,200. 

On August 15, 193$ Pacific offered to excn&nge its preferred stock 

for the ~3,4S4,900. of preferred stocks of San Joaquin held by the ~ub1ic. 

The matter of such exchange is the subject of Applic~tion No. 22155 and is 

considered in the deciSion in that proceeding. 

It is of record L~ this proceeding that the Eo~rd of Directors of 

Pacific at a meeting held on August 10, 193$ adopted a resolution (Exhibit B) 

wherein i t ap~e=-rs, among other things, that Pacific" a.s the owner 01" morE! 

than 89% of all the issued shares of stock of San Joaquin, has elected to 

cause that corporatio~ to wind up its affairs and effect dissolution" and 

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

(1) Pscific aC~uired stock of San Joaquin pursuant to authority 
gr:mtec. by DeciSion No. 22432, dated May 11~, 1930,' (34 eRe 661), and 
Decision No .. 24993, dated Jul~r 15, 1932.. (37 eRe 717) .. 
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its written consent to the winding up of San Joaquin's affairs and its 

voluntary dissolution ~~d to do all things necessary or proper for com

pleting such winding up ana. dj.sso1ution. 'Thereafter the Board of Directors 

of San Joaquin at a meeting held on August 11, 1938 adopted a resolution 

stating, among other t~~gs, 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 ~esolutions the officers of 

applicants entered into end executed a written contract, dated August 11, 

1933. In.'said contract Pacific agreed, among other things,. to':submit to 

the ~ority holders of San Joaquin's outstanding preferred stock a fair 

offer to issue shares of its own preferred stock in exch~ge for their 

shares of preferred stock of San Joaquin und, from time to time, to advance 

to Sar.. Joac.uin all sums of money v:hich may be reqUired to enable the latter 

to cocply \vith the provisions of said agreement. San Joaquin ag~eed, among 

other things, that after the expirati,on of the period of time allowed for 

the acceptance of the offer of' exch~~ge submitted by pacific, to distribute 

~~d p~y to all of the remaining minority preferred stockholders the full 

amount of money to which they sh~ll then be entitled, viz., the par v21ue 

of their shares a~d accrued dividends; to declsre and pay as cash divi

dends the 1.mdistributed balance of its surplus. profits and earnings accu-

mulated since June 12, 19;0; to purchase at the fair val~e ~n~ retlre all 
shm-es or its common stock now held by it::; minority common. stockholders. 

or to cause the fair value of such stockholders proportional s~re of its 

net d1str1cutable assets to ce ascertained and to pay such amount to the 

minority common stocJaloldersi to pay .:?-"'lCl. d1schcrge ~ll o~ its Imown c'Urrent 

debtz, liabilities and taxes; to ,ay to Pacific all moneys remaining in its 

treasury and in b~~s; and to distribute to Pacific as its 'SOle remaining 

stockholder, after payment of all amounts payable to its minority stock

holders, all of it.s plants, properties and other assets. 

The agreement reads in part a.s follows: 
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np~c1f1C Com~~y will assume and agree to pay the entire funded 
debt of San Joaquin Corporation~ ~d all other debts and liabilities 
of the latter remaining unpaid after the perform~ce of the foregoing 
provisions of' the agreement~ and will assume, perform and disch&rge 
all 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 municipal or county ordinance, 
or by virtue of the grant and acceptance of any franchise or Federal 
Power Commission license." 

By decision No. 31328, dateo. October ;,. 1938, we authorized Pa~ific 
. 

Gas ~~d Electric Co~pany to issue its preferred stocks in exchange for 
.,,' 

preferred stocks of San Joa~uL~ Light ~d Power Corporation. 

At the hearing h~.d on September 20th, VJ'm. B. Bosley, counsel for 

applicmts st~.ted that Sa...~ Joao.u1n v;ill by the process of negotiation, 

if practicable, acquire the 702 shares of its common stock held by 

others than Pacific. If it can not rea.ch an .agreement with the holders 

of the stock as to its fair value, he indicated that a ,proceeding would 

be L~stituted in conforxity with the general corporation law of this 

St;;:,te to determine the,,, rights of all parties in interest. The matter 

of determining the value of the 702 sh~res of common stock of San Joaquin 

is not an issue in this proceeding. 

In support of the authorizations sought, applicants allege that 

the consolidation of the properties is in conformity with its long 

established policy of Simplifying its corporate structure by the elimin

ation of its subsidi~y public utility corporations and that the plan 

is in the public interest in th~t it will result L~ a more effective 

conduct of its business through the unification of its accounting and 

preparation and filing of reports. It is estimated that annual savings, 

approxi~tL~~150,OOO.OO should be realized, chiefly in the items of 

federal taxes ~nd preferred dividends, as a result of the consolidation 

of the properties and operations. On this point, however, the testi

mony shows that the existing personnel will be continued. 
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In taking over the properties the re~uest is made by Pacific for 
"-

permission to ch~rge to:'.p1ant and fixed capital accounts the cost to . 

it of ac~u1s1t1on of S~~ JoaQuin fixed capital in service and under con

struction. In Exhibit F the cost of acquisition to Pacific, as of De

cember 31,1937, is reported at $67,350,759.66, which 10 made up of the 

fo11owing:-

Ad~ances since June 12, 1930-
For redemption of San Joa~uin bonds 
For additions B.nd betterments 

$24,797,662.50 
7.20~,930.26 $32,007,592.76 

Funded debt to be assumed
Non-callable uni. & ref. 6s,due 1952 

P~r v~lue or stock issued 
San Joaquin preferred stock still held by public 

Sub-total 
tess: Excess of other assets and debits over current 

liabilities, reserves (e:"cept tor depreciation) 
and surplus since June 12, 1930 

Balance 

9,199,500.00 
:2 9 , 1 SS , 551.73 

3.48jt.,900.0Q 
~73, 8S0, 544.49 

6!529,7SA •• St 
8r67 ,350,759.6 

In Exhibit "En attached to the amend~ent to the application, 

applicants report the historical cost of San Joaquin's fixed capital in 

service and under construction and the reserve for depreciation as of 

December 31, 1937, as shown by San Joac..u1n's books. From this eXhioit 

the !ollowing figures are obtained:-

Electr1c department: 
Intan8~1ble capital: 

rganization 
Franchises 
Miscellaneous 

~~294, 902 .0:2 
5,871.3.3 

15,103,18-.2.00 
Tangible capital 

Totu1-e1ectric department 
Gas department 
Viator de'Oartment .. . Nonoperative propert~es 
Construction work in progress 

Total 
Less: Reserve for depreciation 

Balance 

$15,40.3,956 .. .35 
74,661.220.95 

~90,065,177.30 
2, S64,283.42 

1.4.) ,021.98 
33,064,16 

680.525.27 
$93, 786",,072.i3 
_19,142,339.61 
:t274,642,732,52 

The $7~.,61~3,732.52 is ~;'7,292,972.86 in excess of the reported 

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

=iscellaneous intangible capital ba1~ce, thereby reducing the balance 

in that account from $15,103,183.00 to $7,810,210.14 and the total fL~ed 
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c~:9it;;:.l from $93,786,072.13. to $86,~.93,099.27. 

As st~ted, ~Pacific proposes to ~ecord the fixed capital to be 

aCQuired from San Joa~uin at ~67,350,759.66 as of December 31,1937.(2) 

To acco~plish this it submits in the amendment to the aP:911cat1on, two 
\ 

a1tern~t1ve proposals, either of which will be followed as the Com

mission may determine. 

In nProposal An it suggests the charge to "Purchase Account-

S:..n Joaq,uin Light and Povrer CorporationTT of the sum of $86,4.93,099-.27 

(beL~e the book figtU~es of San Jo~o.u1n as of December 31,1937 less the 

~ite-down in the miscellaneous intangible capital account) and the 

credit to depreciation reserve ~ccount of the Sllm of $19,142,339.61, 

the difference between the two figures being th!~ reported cost to 1 t 

o~ $67,350,759.66. Thereafter it proposes to d~stribute the 

$86,493,099.27 to the appropriate fixed capital accounts. 
t 

In nProposal Bn it suggests the char6e to fixed capital ac-

counts and the credit to depreciation reserve account of the following 

:lI:lounts:-

To tangible fixed ca:9ital 
construction 

To intangible plant: 
Organization 
Franchises 
1iiscellaneous 

in service and under 

$294,902.02 
5,07l.33 

7,810,210.l.l. 
Total 

To depreciation reserve account 

8,110.983.49 
$86.,493,099.27 
. 1.2,lA·2.339.61 

.. ~. . ", Net cost of properties 
acq,uired 

L. •• " ' .. " .... 

$67,350,759.66 

By DeCision No. ~0269, dated October 25,1937, as amended by 

Dec!sion No. 30339, dated November l5~ 1937, in Case No. ~230, the 

Commission adopted and prescribed, effective J~cuary l, 1938, a un1-

form system of accounts for electrical corporations. 

By this decision the Commission has directeo electrical cor

porations to :eclassify on or before December 311 1938, their invest-

(2) The amount will be subject to adjUstment for transactions since 
December 31, ~937. 
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ment 1."'l electric plant and show the original cost thereof. The sys

tem of accounts prescribed by said decision contains instructions 

covering that subject. It also contains accounting instructions 

cove~ing the subject of "electric pl~t purchased". 

Account .391 res.o.s-

"A. This &ccount shall include the cost of electric 
plant ac~uired as an operating unit or system by purchase, 
merger, consolidation, liquidation, or other~ise,pend1ng 
the distribution thereof to the appropriate accounts in 
a.ccordance with electric plant instruction 4. 

B. Within six(6) months from the date 01" acC!uisition 
of property recorded herein, there shall be filed with the 
Commission the proposed journal entries to clear from this 
account the cost to the utility of the property ~c~uiredn 

The systems of ~ccounts prescribed by the Commission for gas 

corporations and for water corporations also conta~ instructions on 

the same subject. 

We expect Pacific if it acquires the properties of San Joaquin 

to record the properties on its books in the manner required by the 

systems of accounts prescribed by the COmmission. There is therefore 

no need te' pass expressly on Proposal A or Proposal B. 

If P~.cii'ic ~.cquires the properties of San Joaquin 1 t will be 

re~uired to file ~1th the Commission monthly reports shOwing by accounts 

its electric, gas and water operating revenues and opera'cing expenses 

appliceble to the area now served by San Joaquin, and the gross a.."'ld 

net cost of additions and betterments to its properties in saie. area. 

The distribution and transfer of the assets of San Joaquin 

should result in a. reduction of expenses and be -,of benefit to the, 

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

o R D E R 

Application having been made to the Railroad Co~iss1on for 

an order, as indicated in the foregOing opinion, public hearings 

having been held and the Commission having considered the evidence 
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s~bmitted and be1ng of the opinion th~t the application should be 

granted 1 subject to the provisions of this order, 

IT IS HEREBY ORDERED as follows:-

1. San Joa~u1n Light and Power Cor~oration maY1 after the effec

tive date of this order and on or before March 31, 1939, distribute 

and transfer to Paci~1c Gas ~~d Electric Company its plants, ~roperties 

'.me. otl'ler assets in conformity with the provisions of t:ae agreement 

between s3o1o. comp:1..."'lies dated August 111 1938, tiled as Exhibit ftDft in 

2. E,m Joaq.uin Light and Power Corporation1 upon the distribu-

tion and transfer "of' its plants1 properties and assets to Pacific Gas 

~d Electric CompanY1 as authorized herein1 may cease furnishing and 

supplying service as a public utility and it hereby is relieved of 

the duties and functions of a public utility corporation in the ter

ri tory in which it now is or may be furnishing public utility ser

vice by means of the properties to be so distributed and transferred. 

3. Pacific Gas and Electric Company upon acquiring the' plants, 

properties ~"'ld as~ets as herein authorized, sh~ll assume and agree 

to P,;lY the debts 1 liabilities and obligations of San Joaq,uin Light 

~~d ~ower Corporation, including its outstanding unifying and refund

ing ~ortsage 6% bonas 1 Series B~ due W~rch 1, 19521 and shall assume 1 

p~rform and discharge all other obligations of San Joa~uin, L1ght and 

Power Corporation, e:.:istine and contingent, whether such obligations 

arise out of contract 1 tort or judgment ~x exist under or by force 

oZ any law or statute or any municipal or county ordinance or by 

virtUe of the grant or acceptance of any franchise or permit. 

4- ?acific Gas &nd Electric Company and S~ Joaquin Light and 

Power Corporation gcnere.~~y m::.y do who.tsoevcr mey 'be necessary ~..nd 

proper for com~letely winding u~ and effecting the dissolution of 
San Joaquin Light and ?o\';er Corporation1 as prov1CicQ. in tl'le sa:Ld 

agr~~em.ont o£ August 11., 1938. 
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5. P~c1fic Gas and Electric Company upon acquiring the 

'p.Lants, properties and assets of San Joaquin Light and Power Co.l"'

yoration shall record s~1d plants, properties ~d assets on its 

oooks of account in the manner prescribed in the uniform systems 

of ~ccounts, now in effect. 

6. If the Pacific Gas and Electric Company ~cqu1res the 

plants, assets and properties of San Joaquin Light and Power 
. 

Corporation it shall file with the Commission, unless otherv;ise 

~1rected by the COIT~1ssion, monthly reports showing by accounts 

~~s operating revenues and op0r~t1ng expenses, inclu~1ng deprecia-

~ion, taxes and uncollectible revenues applicable to the area now 

~erved by San Joaquin Light and Power Corporation and the gross 

and net cost of additions and betterments to its public utility 

properties in said al'e~ .• 

7. In granting this application, as herein provided, the 

Commission has made no determination of the value of the properties 

of San .To:.quin Light and Pow0r Corporation. 

8. Pacific G.zl.s 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 receives 

title to the properties acquired from San Joaquin Light and Power 

Corporation, and at the same time a statement showing the exact 

date upon which it acquired and commenced operating such proper-

ties as its own. 

9. The authority herein granted will become effective 

when Pacific Gas and Electric Company and San Joaquin Light and 

Power Corporation have filed with the Comm1ss1o~ a statement in 
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which they ~ccept the authorization herein given under the terms 
' .. 

and conditions herein specified. 

The foregoing O~1nion and Order are hereby approved and 

ordered filed as the Opinion and Order of the Railroad COmmission 

of tho State of California. 

DATED at~ J~ ~~ , California, this /3 c<: day of 

October, 1938. 

COM1US S lONERS • 
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