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. Decision No.

BEFORE TEE RAILREOAD COMMISSION

In the Matter of <the Application of

PUBLIC UTILITIES CALIFORWIA
COPPQRATION, a corporation

to sell, and -
. o ' Application
COAST COUNTIZS GAS AND ELECTRIC No. 24931
COLPANY, a corporation,

T0 purchase, certain properties de-
scribed 25 the Boulder Creck Zlectric
Systen, the Capitols Electric Systen,
and the Capitola Water Systen.

Orrick, Dahlquiset, Neff & Herrington by
Justin X. Jacobs, for Pudlic Utilities California
Corporation. '

Bert 2. Snyder and Henry G. Hayes, for
Coast Counties Gas and Electric Comnany.

BY THE COMBIISSION:.

QR2INICE

_ Public Utilities Colifornia Corporation, herein-
after sometimes referred 4o as the Seller, and Cozst Counties
Gas and Zlectric Compeny, hereinafter sometises reforred to

as the Buyer, ask permission to consummate “he sale and - pur~

chase of the properties covered by +the szreement attachod as

Exnidit "B to the petition in this procecding, and to perform
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all the terms and conditions provided for in such agreement.

Tre Seller is a Califo*nia corporation engagpd in
operating »ublic ut-lity electrie, water and telephono p*op-
erties in Californie. For 1941, it *epo ts onera ingz rev-
enues of 8482,565. 29} segregated as 10""-

Electric reven nues | $’O7 586.97

Water . 65 322.51

Telephone' " 209 655 gl

vThe Sel le* ic a2 wholly-owned aubszﬂi *y of C tizens
Utilities Companf 2 Delaware corporation. ' Cit izena'Util‘
Comnary is 2 regist red holainb comoany wnder the ruvlic U cil-
ity Holding Comounj Act of 1935. Tunis Act pro"ides for the -
regist*ation of hc*diﬁb COQP&R&C“ Hav*n uub ciarie° cnvﬂged
in the olec¢tric and gas utility ousiness. Unde. the - vrov*s on
of Section ll(b) of tne HEolding Compaﬁy'Act she nolding com-
pany systém i3 reguired, on order of . the SOVULi ies und nx-_
change'CdﬁmiSsion, tovﬁimi its operution o 2 u-ngle |

integrated publ “ﬁility systen.

With a view of obtaining an exehpt*on under tne
Holding'Company Act, Citizens Utilities Company has acqu.red
the properties of one of it*l"ubSidiaries and nhas sold, or
caused to be s0ld, the nroportics of two other subsidiarics.
In view of the provisions of Section 26 oF the‘PubliC’Util-
ities Act, Citizeﬁs Utiiitiés Conpany, a forelgn corpération,
cannot acquire the usility §ropcrties of the Seller. o
achieve the exemption, Seller has cntered ihtd‘an agreement
to seil itS'eleétric distrib"“* ing scysten =t Boulder Cfcek &

nity, its electric distriduting systcm and i*s water

system at Capitols and vicinity %o Coast Counties Gas and
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Electric Company.

Seller also:aperateS'eleC'*ic p*operties at Creseent
City ané SMiuh Ri.ve"~ e vicinity in Del Norse Cdunty.‘ Ivs
operaving revenues from these properties does no:'exceedl
S?S}OOO."Théréfo*e,‘urde* the rules of the Securities and
Ixchange Commigsion, Citizens Utk es Company 15 edtzglcd e
exemption from the obligations 1ma0sed on i* bty the Ho diﬁg'
Company Act, if Seller tramsfers the Soulder Creek and. Capitola
eleétric System.

What hes been szid does not apply to the water prop-
ertie, at Cupi tela. The Selle:,‘however, is of the oainion‘
that it cannot oper ate the Cap‘*olé Water p*operties ﬂlone
without 2 ubstan ol ;nc*e ze in onerating expenses.‘ Iu,
therefore, asks: pc*mluuion 1l 1ts water prdperties as well
25 the cleetric proper a% ”api vola. |

Public Utilities Californis Corp ration, in Its 1941
speclal reports filed with the Railroad Commissidn, showse for
its Bouldcr C*ccx clectric division, operating fevenues of-
$32,063. 06, for 4ts Capitola electric division, operating revV~
enues of $12,430.26, and for its Capitola water prope.uieq,

operating revenucs‘of‘39,668.5l.
| The Agreement filﬁd in thie proceeding as Exhibit
"3”‘d fines the vroporties winlch Publie Utilities Célifornia
Co*porﬁt on propove tc sell %o Coast Countics Gas and Zlectric
Compuni. 'In genu.al, as’séid, they consist of the Seiler*s.
oléctric-di*tributioﬁ system at oulder Creek 2nd vicxnwuy, the
Sell rYe clectric aigtribufion sys vem at Capit olu and. c*nivy,'

_nd uhe Seller*v w“tor systor at Capitola und viein ty.' Thac
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Agreement fixes the sale ond purchcse price a%s 3213;316.17;
;s-bf»June 30, 1941, subject to the adjustments‘mentioned;in
the Agreement. The price is ta amouwnt at which the vrope**ie.
are'roéordédvon the books of the Se"ler les S the’ Snller's e~
serve for acerued dep*cciatzon _vplicable to ivs elecvr;c Prop-
crties. The following statcment Shows the amount.zt which the
properuies were reco ded on the books of the Seller and the
reserve forvaccrued depreciation:
Boulder % .
: Creeck Capitole Cepitolz ‘

ditenm Blectric Blectric Water Tozal

Tixed Capitel §100,735.99  $37,236.16  S$104,136.08 $242,108.23

Less Deﬁrec. ,
Reserve 15.731.83  13.060.23 (3.856.07)  22.792.06

$ 85,004.16  $24,175.93  $104,136.08 $213,316.17

p—————— —tte.

It will be observed that the books sndw 2 debit
balunce of £2,856.07 in the depreciation reserve for the woter
proper*ies. This came 2bout by Seller charging to .he'rcae*ve'
in 1939, $30,759.65 veccuse of the abandonment of & dam, 2
pipe line, o <tank, and retirement of some minor itens'of Prop-
erties. The zecrued dopreciation on the water pfo;erties, now
in service ot Capitola, nos been in E/q*oit 7 estimated ot
$12,761. We believe that this amount saoculd be recorded on
uhe books of the Buye* conC'**cntly with the rcco*d;ng of the

.acquisi tion of thc properties.

In Exhibit Loy prépared by the Seller; the deprecic-
tion.*n serve appliczble “o the Bowlier C*enf electric ypropereies,
as of Decemo r 31, 194%, 1s reported 2t 6 814.65 and ’o* the .
Capitola electric proPcrties ot §12,784.85. In ax“ibit 7, pre;

cd by C. T. Me.;, Valuation Enginecr for the Commission, the
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aceruved depreciatior in %he Zoulder Creeck elecsric pronerties
. " ¥y

as of the szme date, is reported 2% $13,21% and in the Capitole
electric péonérties 2t §15,998. ISxhinit 7 shows an acerued
depreciation of $l2,761 in the C“p*to;a water prope F*; . The
Buye“ PrOROS e to record. on its bookg the acerued deprec;at

£ 512, 761 b : i amount from the Alect*ic prop-
erty depreclau;on ‘ e remainder of hn d°prec; tion
reéerve'applicable to the eiectric preperties wou*c be Qdded
v the presenﬁ clectric propertiesz deprecicition réservé of the
Cédst Counties Gas znd Tlectric Compony. Ead the t*?nsacti‘n
beén concluded a5 of June 30 :1941 the Buje*fs elec ic p“on~

iy depfeciat Zon reserve would h“ve been 2 055,156 32. n.sr
sum is(equal to zbout 25% of the compeny's investment in eieé-
tric propcr Lles.

Churles Grun"ky, Caief Engineer for Co st Comnties

Gas and Electric Company, is of the opinion +that a,deprccia¥
Tion reserve of $2,055,156.32 iz édequate for the electric
propertles of. Coast Céunties ac and Zlect ric'Company and‘for
the gouldcr Creck and Capi olu electric cystens of‘Public
Utilities Culifo*nlu Corporatio“. Tne arownt at issué does
-not‘warrant & deley in 2uthorizing the transfer of the prop-
erties until a check can de-mode of the depreciation resorve

£ CéaSt‘Counties Gas and Electric Company. If, hcreafuo-,
the Buyc*fe dCP“LCiJuiO“ reserve 1s Jound to bé too small, we
n‘ll direct the Buye‘ to incr case_th ‘séme by & transfer Lron
surplus. | | _' |

- The evidence shows that there is now recorded on

the books of the Seller 2t $10,801.44, prOperty waich 1s no-
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longer used by the Seller in i%ts woter and\electric*oper: ‘ons.
hll.nbnoperctive properties wlll be acguiresd by the Buyer and
the investment therein trensferred from fixed capifal'aécounts
to'Account’llo; "O0ther Physical Property."
é;sale’and purchase nrice of $212,316.27, some-
ines referredlﬁo &5 the dase price, is wnder the Agreement
ubject to the following aliustments:

- *(2) Frou the base price there shall be defucted
the amount of all depreciztion accruals (computed in
acecordance with the repulor practices and ra<tes of
Public Utilities - refersz to Public Utilities Cali-
fornia Corporation -) with respect to the properties
covered by thls agreement Jor the geriod commencing
on the 20th day of June, 1641 znd ending on the closing
cate; , -

"() There shnall be zdied to the base price the
eost to Pudblic Utilities of 2ll zdditions o2nd hetter-
ments to the properties covered by this agreement made
?etween the 30th day of June, 1941 anl the closing
Qate; : ‘

"(e) Real and persenal proporty %axes for the
x

curreant tax year shall be prorated as of the closin
date anc if a payment be fue to Public Usilisies on.
account thereof the same shall be adved to =he das
price, or if 2 payment be cue to Coast Cownties on
aecount thereol then the same shall de deducted from
the base price; \

"(d) There shall be added to the vase price
staved the amownt of all wncollected accounts =e-
cedvable of Public Uvilities with respeet to <the
systems covered by this agrecment as of the closing
aate, less ¢ Ciscount of 5% thercof;

"(e) There shall be added to the base price

tne ¢ost to Public Utilities of 2ll moterizls and

supplies tronsferrel to Coast Counties pursuant to
this cgreement;

"(L) Tmbilled revenue of s2il systems acerued
Curing the neriod between the closing Cote and the next
preceding meter reading date will be proroted and the
amount thereof will be adcleld to the base orice; ‘

"(g) Service billed in advance at date of closing
will be prorated 25 of the dote of closing ond <he
cmount thereof will ve Ceducted from the dase price;
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v(n) The Coast Counties will read 1ts meters
used for mezsuring power purchrsed vy Public Util-:
ities 2t Boulder Creek ond Copitola orm the closing
Gate, ond remder 2 Bill for energy purchased since
wae last preceding meter rFeoling date. The cmouwnt
taereof shall be deducted from the bace price.
Therealter Public Utilities shall be released of 2l
obligation to purchase additiornzl power from Coas
Counties; ‘ '

. (1) There shall be deducted from the base price
tre zmount of all consumerst deposits held by Public
Utilities on the closing date and the z2mowmat of 211
service exteasion depesits held by Public Utilitics
on the closing dzate; and
"(3§) I the base price or the cuownt o be adled
thereto, pursuant to subparsgraph (b) of this para-
raph 3, includes any cllowance for the items excluded
in subparagreshz (1) and (2) of parsgreph 1, the cmownt
of such allowance shall de deducted from the dose price.”
The 3uyer hoc for many years been rendering electric
service ©o the genoral public in tae territory immediotely ade
Jacent to that now served by the 3oulder Creck eleetric systenm,
Capitola electric syster, anc the Capitola water system. It
has been selling +o the Scller 2ll the electirie energy s0lé
oy the Scller in the Boulder Creck and Capitole
proposes to Integrate Scller's electric systems.
Creeck and Capitole with its electric systenm.
At the hearing, Buver agreed <o the Cismissal withe
out prejudice of the appiication (No. 24797) of the Seller
to increase its water ratass ot Capitola. The Buyer nay, after
it hos familicrized itself with the operations of the water
propertices, file 2 now application To increase water rates.
n any procecding involving the rates or service of the water

properties, the propertics then in service and not necessarily

those now acquired by the Buyer, will be con idercd:byvthe~‘

Commission. Likuwise, the considerction now »aid for the
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properties will not, ipso foeto, be regarded os the rate bose.

QRDEZR

A pudblic hearing having been held in the above en
titled zatter before Examiner Faorkhauser, and the'Commissidn
having considered “he evidence submitsed aﬁ such hearing and
it being of the opinioen that this applicetion shoulé be""'

ronted subject to the provisions of this orler, thereforé

IT IS HEREZY ORDEZED ns follows:

L. Publié Uesl tieS'Califo:nia'Corporation nay,
on or before Seprenber 1, 1942, sell and tra.sfer t0 Ceozst
CSEn:ies Gas and Zlectric Coupany, the properties.&escribed
in Exhibit’“B“ on file in this proceeding, said properties in
goneral’consisﬁing of the Zoulder Creex electéic,'Capitola'
eléctrié, and Capitolcnwater systems'of Public Utilitiés30ali-
fofnia Corporation. |

2. Public Utilities California Corvoration ond
Cozst Counties Gas onmd Elec¢tric Coﬁpany may perform 21l the
terzs and conditibns of the ogreement filed & 'thisrproceeding
as Exnibdit "B.Y o
3. Conecurrently with the tronsfer of said pubdblic
uzility Properties, Public Utilities California Corporatibn
is relieved of its obligzation to ronder public‘uﬁility elec~
vric and water service in the areas now sérved by'it by méané

of the properties it is herein authorized to sell and transfer

to Coast Counties Gas and Electric Company.
st

4. Coz

Cownties Gas and Zleetric Company shall

file, in quadruplicate, with the Commission, within twenty
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(20) days after it acgulres  seid properties, rates for electric
service in the Boulder Cree fﬁtes‘for
water service in Capito_a and vicinity, whiceh rﬂte hallxnoﬁ
in zny p_rtncu_mr be higher than those now chorged by Pubiic,
Utilities California Corporation, and saall also file with the
Commission four sets of Rules and Regulations in conformity
with *h the Commission's reguirenments. |

5. Coast Countiés 2 zand Electric Co&vany shall,
within sixty (60) days after it ccouires said Cepitole water
properuies, file with the Commission four copies of & come
prenensive map, drovn o an indicated'scaleldf not less. than
600 feet to the inch, on~which shall be delineated'gorrectl§
by’appfopriate markings, the térritory to which water service
will be furnilshed.

6. The cuthority herein granted is

condition that the consiceretion paid for s

Coast Counties Gas and Zlect ric Company shall not be urged
“before tals Comm*ssion or any other public body as 2 iﬂcirg
of value of said properties for rate fixing or for ony purpose
otaer fhan the tran sfe hereirn authorized.

| 7. Coast-Couniies'Gas and Electric Compéhy shall

within sixsy (60) cays *’te it acquiréé sal 'aropérties,"ilé
with the Commlssioﬁ a copy of the leed or deels, togetner with
2 copy of any other instrument by hich title to said prop-_‘

| uios is conveyea~to.1u, and shall also file‘with the‘Comp
miééion a statemént ,“ow’ng in Qetadl the dctermination:of
 €hé consideration paid for seld properties.

8. The authority nerein granted will become
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effective upon the date hereof.

Dated at San Francisco, California, this ZZ day

of Key, 1942. | | S Z . Q
</ _




