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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATZ QF CALIFORNIA

/

Decision No. »

iy S

In the Matter of the Application of

COAST COUNTIES GaS AND ELECTRIC COMPANY,
a corporation,

for an order of the Public Utilities
Commission of the State of California Application No. 32492
authorizing applicant to issue and

deliver common stock in payment of

the purchase price for certain gas pipe
lines and appurtenant facilities to be
acquired by applicant, to execute an
agreement allocating excess capacity in
said facilities, approving certain jourmal
entries of applicant concerning the acqui-
sition of said facilities, and for a -
certificate that public convenience and
necessity require the maintenance and
operation of saild facilities by applicant.
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Pillsbury, Madison and Sutro,. by Noel Dyer,

J, ¥X. Horton and W. E. Johns, for applicant;
Erobeck, Phleger & Harrison, by George D. Rives,
for California Manufacturers Assocliation;

J. J. Deuel and Edson Abel, for California Farm
Bureau rederation; Ww. B. McKay, for Mission
Linen Supply and Centry, Incorporated;

Major John W, Rood, for the Secrectary of the Army
and other rederal Executive Agencies; Z. F. lNeNaughton,
F. Coleman, and Boris H. Lakusta, for the rudblic
Utillities Commission staif.

0RINION

In this application there is presented to the Commission
a request by Coast Counties Gas and Electric Company, hereinafter

referred to a3 Coast Counties, for authorization to execute an
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agreement and to issue $2,712,000 par value of its common stock
in payment for the properties of three affiliated pipe~line
companies and for certain shares of stock of 2 fourth cémpany,
an@ for a certificate of public convenience and necessity to
operate such properties. The three affiliated pipe~line
companics are Pacific Public Service Company, Coast Industrial
Gas‘Company aad Gas Lines, Inc., hereinafter referred to as
Pacific, Coast Industrial, and Gas lines, respectively.

The fourth company is Staadard Pacific Gas Line Incorporated,
hereinafter referred to az Stanpac.

A public nearing on this application was held before
Commissioner Huls and Exominer Zdwards in San Frahcisco on
June 25, 1951, at which time it was consolidated for the purpose
of receiving evidence with Application No. 3161k, a2 rate
proceeding brought by Coast Counvies, the two matters being
submitted on & common record. This decision will be limited

/%0 a consideration of the requesgggbntained in Application
No. 32492. The Commisslon has received no protest to the
granting of such requests. '

Briefly, Coast Counties owns, among other things, certain
gas transmission and distridbation lines which it utilizes in
selling gas as a public utility to customers in the countics of
Contra Costa, Santa Cruz, Santa Ciara, San Benito, Monterey,

Kern, Fresno, Xings and Merced. The affiliated pipe-line |
companies own certain facilities used'or useful in transportation
of natural gas, and have certain contracts with other partices
relating to the purchase, transport and sale of natursl gas,

all as set forth in Exhibits 1 and 2 attached to Exhibit C

filed in this proceeding. Coast Industrial, in addition, ovns

5/14kths of the outstanding shares of stock,-together with the
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right to subscribe for or reccive additional shores of Stanpac
which corporation is the owner of & gas pipe line running from
the Kettleman Hills field in Kings County %o the City of Richmond
in Contra Costa Counx&, and by virtue of such owacrship is
entitled to use 2 1ike proportion of the capacity of the gas
transport facilitics of that company.

Pacific owns 2ll the outstanding common stock of Coast
Countics and all the outstonding stock of Coast Industrial and

Gas Lines.

There is another affiliatced company, Coast Natural Gos

Company, hercinafter referred to as Coast Natural, also controlled

thfough stock ownership by Pacific, which owns gaS'pibé lines
and other facilities and has contracts for the purchase of gas.
Coast Counties proposes to acquire the properties of'Coaét
Natural through the issue of 2 short-term note for @215,000.

It appears that in the conduct of its operations,cbast
Counties receives gas delivered by Coast Natural over the o
facilities of that company and of the other companies to which
reference is made herein. During the course of the héariﬁg in
the rate proceeding, some questions were raised conceéniﬁg'fhé
intercompany transactions and the reasonableness of the chafges
by the affiliated companies for their services to Coast Counties.
The present program was developed in order to resolve these
questions and to simplify the intercompan& relationship by
placing the ownership and operation of the transport lines in
Coast Counties. Upon the completion of tﬁe transactions, Coast
Counties will be able to purchase natural gas on its own account
from producers in the field and to transport it through pipe-
line facilities which it will own; or will be entitled to use,

for delivery into its distribution systems.

-3




A=32492 ww =

The agreed purchase price to be éaid by Coast Counties
for the properties, exclusive of those of Coast-Natural, is the
sum of $2,712,000, payable in common stock at. par, subject to
adjustments in cash for additions and betterments made between
April 30, 1951, and the closing date and for prorating of
real and pgrsonal property taxes and subsequent purchases of
materials and supplies, wnbilled revenues and uncollected accounts,
and depreciation accruals, all as set forth in the agreement by
the parties filed in this proceeding as Exhibit C. Coast Counties
will succeed to the rights of the affiliated companies in the
contracts to which reference has been made and will assume the
obligavions imposed by such contracts.

The application indicates that Coact Countiecs proposces

0 record on its books the acquisition of the physical propcrtzes

v at themri?ook values, less the adjusted depreczat;on reserveg:]au

April 30, 1951, as set forth in Exhitit Z. The bock entries sug-
gested by it for this transaction and also for the acquisition of

the securities of Stanpac¢ are set forth in that exhibit as follows:

hc. No. ' Debit Credit
100.T% Utility property, plant and
eguipment : $L,056,0L0.90

100.3 Construction work in progress 10, 7662.17
131 Materials and supplies 17 076.50

200 Common capital. 3TOCK 5 962,000.00
250.12 Reserve for depresciation 121 779 57

To record acquisition of the physical properties of Puc1f:c
Public Service Company, Zoast Incdustrial Gas Company, and Cas
Lines, Inc. pursuant ©o the agreement dated June 15, 1951,

at the net depreciated book value as of April 320, *951-

Investaents
111.1 Capital stock of Standard

Pacific Gas Line Iﬁcorpo*aced $1,575, OOO 00
L1Ll.2 Notes of Standard Pacifie Gas

Line Incorporated 175,000.00

200 Commor capital stock %1,750,000.00

;o roecord acquisition of 500 shares of cupztal.stock and notes

ated 4-l4-L8 and L4-12-51 of Standard Pacific Gas Lime Incor-
poraued from Coast Industrial Gas Comoany, in accordance with
agreement dated 6-15-51. Coast Counties will establish a sub-
sidiary *ecord showing the depreciation reserve at Decomber 321,

1950, to be $2,265,000, and the remaining life method will be
continued im the future.
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A review has been made by members of the Commission's
staff of the books and records of the affiliated pipe-line
companies and no exception has been taken by the? to the amounts
to be entered in the plant and other accoun&s:ﬂ?i%zﬂ;greed

'V//purchase price for the stock of Stanpac is not to be distributed
to plant accounts and will appear on Coast Counties! balance
sheet as an inveétment in securities. It should be stated at
this point that it has not been the policy of the Commission to
recognize the purchase price of stock as an element of value in
determining the base upon which to predicate rates for service.

It clearly appears that the transfer of properties as.
here proposed is in the public interest, and that an order should
be entered auvthorizing the issue of stock. The Cbmmission hereby
finds that public convenience and necessity require, and will

require, the maintenance and operation by Coast Counties of the

properties to be acquired by it in accordance with the arrangements

referred to in this application. The certificate to be granted

in accordance with this finding is subjeet to the following

provision of law:

"That the Commission .shall have no power to authorize
the capitalization of the franchisce involved herein or this
certifiicate of public convenience and necessity or the right
1o own, operate or eajoy such franchise or certificate of

. public convenicence and necessity in excess of the amount
{exelusive ‘of any tax or aanual charge) actually peid to the
wState or a political subdivision thercof. as the consideration

for the grant of sUch fraachisc, certificate of public conven~
icnce anc neeessity or right.” :

Coast Countics reports that upon its acquisition of the
properties and contracts as here proposed, it will have aveilable

pipe-line capacity for the transportation of natural gas in excess
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of its present or immediately foresececable needs. It Proposes,
and asks authorization, to enter into an agreement allocating
such excess capacity to Gas Lines to enable that company £o
transport gos of producers to be used by such producers, or taeir
affiliated companies, for their own purposés, ard not for resdle,
when and to the gxtent that Coast Counties does not require the
use of such capaéity for transportation of gas to its distri-
bution systems. For all capacity used by Gas Lines under the
proposed agreement, it will pay Coast Counties for gas
deliveries at rates based upon charges agreed upon by the member
companies of Stanpﬁc for use of each other's capacity.

There is nothing in the record to show that the
operation of the proposed agreement will interfere with the
service by Coast Counties to the public. It should be considered
that the proposed arranzement with Gas Lines is not . a permanent
onb, necessarily, bdut that it may be revisced or discomtinued as

expericnce is gained or as conditions may change in the future.
OQRDER

A public hearing having been held on this application,
and the Commission having considered the matter and being of the
opinion that it should be granted, as herein provided; that the
money, property or labor to be procured or poid for through the
issue of the stock herein authorized is reasomadly required by
applicant for the purposc specificd herein; and thai such purpose
is not, in whole or in part, reasonably chargeable to operating

expenzes or to income; therefore,
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IT IS HEREBY ORDERED as follows:

1. Cozst Countiez Gas and Electric Company, on or-
before September 30, 1951, may issue not cxeceding $2,712,000 par
value of its common capital stock'in payment for the properties
and securities to which reference is made in this application,
in accordance with the terms and conditions of the'agfeement filec
in this procecding as Exhibit C. The issuc of such stock herebdy
iz oxempted frem the requirements of the Commission's competitive
bidding rule.

2. Coast Countics Gas and Electric Company may exceute
and carry out the provisions of the agreemenm; in the form
submitted as Exhibit 3 to Exhidit C, allocating excess capacity
to Gas Lines, Inc.

?. Coact Countics Gas and Electric Company, for |
accounting purposes, shall record on its books the journal ontries
sct forth in Exhibit E.

L. A certificate of public convenience and necessity
hereby ic granted to Ceast Counties Gas and Elcetric Company %o
maintain and opcraté the properties to be acqui}ed by it from
Pacific Public Service Company, Coast Industrial Gas Company,

Gas Lineg,Inc., and Coast Naturals Gas Company as part of its
public wtility gas systen.

5. Coast Counti¢s Gas and Electric Company shall
file with the Commission 2 report as required by General
Order No. 24~A, which order, insofar as applicable, is made 2
part of this order.

6. The action taken herein shall not de construcd o
be & finding of the value of the propertics and securitics to be

acquired by Coast Countics Gas and Electric Company.
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7. The authority herein granted will become offecctive

upon the date horcof.

Dated at San Francisco, Californiz, this _ 2  day
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