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Decision No. ___ "~5~o~n~r-... _ ...... ::7>C::::> 

BEFORE THE PUBLIC UTILITIES cor·~aSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

COAST ~OUNTIES G,..S AND ELECTRIC C01v!PANY; 
a corporation" 

for an order of the Public Utilities 
Commission of the State of California 
authorizing applicant to iscue and 
deliver co~~on stock in payment of 
the purchase price f'or certain gas pipe 
lines and appurtenant facilities to be 
acquired by applicant, to execute an 
agreement allocating excess capacity in 
said facilities, approving certain journal 
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 said facilities by applicant • 
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Pillsbury, Madison and Su:t.ro,. by Noel Dyer, 
J. K. Horton and W. E. Johns, for applicant; 
BrobeCk, Phlegcr & Harrison" by George D. Rives, 
for California ~anufacturers'Association; 
J. J. Deuel and Edson Abel, for California F~rm 
~ureau Federation; w. B. McKay, for Mission 
Linen Supply and Gentry, Inco.rporated; 
Y~jor John W. Rood, for the Secretary of the Army 
and. other Feaeral Executive Agencies; E. F _ McNaughton, 
F. Coleman, and Boris H. L<:l~rusta, for the rubric 
Ut~~~t~es Commiss~on starf. 

o ? I N ION ----...,--

In this application there is presented to the Commission 

a rc~uest by Coast Co~~ties Gas and Electric Company) hereinafter 

referred to az Coast Counties) for aut·h.)rization to execute an 
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agreement ~nd to issue ~2>7l2>OOO par va~ue o! its common stock 

in payment for the properties of three afril~ted pipe-line 

companies and for certain ~hares of stock of a fourth comp~ny, 

~nd for a certificate of public convenience and necessity to 

operate such properties. The three ~ffiliated pipe-line 

companies are PacifiC Public Service Com~lny, Coast Industrial 

Cas Company and Gas Lines, L~c., hereinafter referred to ~s 

~acific, Coast Industrial, end Gas Lines, ~espoctively. 

The fourth company is Standard Pacific Gas Line Incorporated, 

h~reinafter referred to as Stanpac. 

A public hearing on this application was held oefore 

Commissioner Ruls and EY~in~r Edwards in S~n Fr~~cisco on 

June 25, 1951, ~t. which time it was consoli~tcd for the purpose 

of receiving evidence with Application No. 31614, a rate 

proceeding brought by Coast Coun~ies, the two mat:ters being 

submitted on a common record. This decision will be limited 

~to a consideration of the requests contained in Application -
No. 32492. The Coomissio~ has received no protest' to the 

granting of such requests. 

Briefly, Coast Co~~ties owns, among other things, certain 

g~s tr~ns:nission arld distrib~tion linc$which it utilizes in 

selling gas as a public utility ~o custo~ers in th~ counties of 

Contra Costa~ Santa Cruz, Santa Clara, San Benito, Monterey, 

Kern, Fresno, Kings and Merced. The ~£filiated pi~c-linc, 

companies own cor-vain facilities used or useful in-transportation 

of rotural g~s, c.nd lu~ve certain contracts wi:t,h other parties 

relating to the purchaso, tr~nsport and sale of natur~l g~~ 

ell as set forth in Exhibits 1 ~nd 2 attached to Exhibit, C 

filed in this procec~ing. Coast Industrial, in addition, o~ms 

5/14ths of the outstanding s~re$ of stock,~tosether with ,the 
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right to subscribe for or receive additio~l s~res of St~np~c 

which corpor~tion is the owner of a g~s pipe line ru~~ng from 

the Kettle~n Hills field in Kings County to the City of Richmond 

in Contra Cost~ Co~~ty) ~nd by virtue of such ownership is 

entitled to usc ~ like proportion of the cnp~city of the g~s 

trcnsport f~cilitics of t~t comp~ny. 

P~cific owns ~11 the outstcnding common stock of Co~st 

Counties and all the ou~t~ding stock of Conzt Industri~l ~~d 

GOos Lines. 

There is ~nother ~ffili~ted comp~ny) Coast N~t~l G~s 

Comp~ny, horei~ftcr referred to ~s Co~st N~tural, elso controlled 

through stock ownership by PaCific, which owns gas· pipe lines 

and other facilities and has contracts for the purchase of gas. 

Coast Counties proposes to acquire the properties of Coast 

Natural through the issue of a short-term note for $2l5~OOO. 

It appears that in the conduct of its operatior~,Coa$t 

Co~~ties receives gas delivered by Coast Natural over the 

facilities of that company and of the other companies to which 
. . 

reference is made herein. During the course of the hearing in 
. . . 

the rate proceeding, some questions were raised concerning the 

intercompany transactions and the reasonableness o~ the charges 

by the affiliated companies for thei~ services 'to Coast Co~~ties. 

The ~resent program was developed in order to resolve these 

questions and to simplify the interco~pany relationship by 

placing the ownership and op~ration of the transport lin~s in 

Coast Counties. Upon the completion of the transactions~ Coast 

Counties \,1i11 be able to purchase !'latural gas on its own account 

from producers in the field and to transport it through pipe-

line facilities which it will own, or ~~ll be entitled to use, 

for delivery into it:; distribution systems. 
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The agreed purchase price to be paid by Coast Counties 

for the properties, exclusive of those of Coast Natural, is the 

sum of $2,712,000, payable in com~on stock at. par, subject to 

adjustments in cash for additions and bette~ents made ,between 

April 30, 1951, and the closing date and for prorating of 

real and personal property taxes and subsequent purchases of 

m~terials and supplies, ~~billed revenues and uncollected ~ccou.~ts, 

~nd depreciation accruals, all as set forth in the agre~ent 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 ~nd will assume the 

obligations imposed by such contracts. 

The application indicates that Coazt Counties proposes 

to record en its books the ~cquisition of the physic31 properties 

~ at their~ook values, less the adjusted depreciation reserves~as of 

April 30 7 1'951, as set forth in Exhibit B.. The book entries sug­

gested by it for this transaction and also for the acquisition of 

the securities of Stanpac are set forth in th~t exhibit as follows: 

Ac. No. Debit Credit 
100.12 Utility property, ?lant and 

$1,056,040.90 
10;662.17 
17,076.50 

100 .. 3 
131 

equipment 
Const~ction work in progress 
Yatcr~ls ~nd supplies 

200 
250.12 

Common capital· stock 
Reserve for depreCiation 

$ 962,000.00 
121,779.57 

, " 

To record acquisition o~ the physical propertics of Pacific' 
Public Service Company, ~oast Industrial Gas Company, ~~d Cas 
Lines, Inc. purs~~t to the agreement dated June 15, 1951, 
at the net d~preciated book value 3S of April 30, 1951. 

111 .. 1 

111.2 

!nvastoents 
Capital stock of St~ncia:d 
Pacific Gas Line Incorporated $1,575,000.00, 
Notes of Standard ?aci!ic Gas 
Line Incorporated 175,000.00 

200 COIl".:non capit~l stock $1,750,006.00 .. 
To record acquisition of 500 $~res of capital stock and notes 
d~ted 4-14-48 ~nd 4-12-51 of St~~~rd Pacific Gas Line Incor­
porated from Coast Industrial G~s CompanYJ in accordance with 
agreemcnt dated 6-15-51. Coast Cou.."lties will establish a sub­
sidiary record sho\'fing the d.epreciation reserve at Deccmoer· -31)' 
1950, to be C2 1 265:000 1 ~nd. the remaining life method ~lll be 
continued in the future. 
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A review has been made by meobers of the Commission f s 

staff of the books and records of the affiliated pipe-line 

companies and no exception has been taken by them t,o the a..oounts 
..,/ Ji .. ! ,t'_.j/"rr 

to be entered in the plant a.nd other accounts': nThe agreed 

'/ purchase price for the stock of: Sta~c is not to be distributee. 

to plant aCCO\4~ts and will appear on Coa.st Counties T. balance 

sheet as an investment in securities. It should be stat'cd. at 

this point that it has not been the policy of the Commission to 

recognize the purchase price of stock as an eletlcnt 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 ~~the public interest, and that an order should 

be entered authorizing the issue of stock. The Commission hereby 

finds that public convenience and necessity require, and will 
I 

require, the maintenance and operation by Coast Counties of the 

propc~ies 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 subject to the following 

provision of law: 

"That the Commission, s~ll h.a ve no power to a.uthorize 
the capitalization of the franchise involved herein or this 
ccrti!icatc or public cO:'lvenionce a.-'ld necessity or the right 
to own, operate or enjoy such franchise or certificate of 
public convenience and necessity in ~xcess of the amount 
(~xclusive 'of ~ny tax or ~~~~c!~rge) actually paid to the 

.............. Statc or a :e..olitica1: subdivision thereof',.:ls the- cons-ie.'oration 
for tho ~r~nt or-su-ch fr~:'lchise, ccrtific~tc o£ public conven­
ience ana necessity or riZh~.n 

Coast Co~~tics reports that upon its acquisition of the 

prop~rtic$ and contracts as here proposed, it will have available 

pipe-line capacity for the tr~ns~ortation or natural g~s in oxccss 

" 
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of :lts pre~ent or immediately foreseeable needs. It proposes) 

and asks authorization, to enter into an agreement allocating 

such excess capacity to Gns Lines to enable that company to 

transport g~s of producers to be used by such producers, or their 

affiliated companies, for th~ir own purposes, o.r.d not for re~leJ 

when and to the l~te~t t~lt Co~st Countios does not re~uire the 

use of such capacity for transportation of g~s to its distri­

bution systems. For all capacity used by G~s Lines under the 

proposed agreement, it will pay Coast Counties for ~s 

deliveries at rates bcsed upon chnrees agreed upon by the me~ber ~ 

companies of Stanp~c for use of each other f $ capacity. 

There is nothing in the record to show that the 

operation or the proposed ~greement ~nll interfere With the 

service by Co~st Counties to the public. It should be, considered 

t~t the proposed arrangement with Cas Lines is nota pc~nent 

one, necessarily, but that it ~y be revised or discontinued as 

experience is gained or as conditions may change in the future. 

o R D E R - ... - ~ .... 

A public he~ring having been held on this ~pplication, 

~nd the Commission ~ving considered the matter ~~d being of~he 

opinion that it should be granted, as herein provided; t~t tbe 

money, property or lcbor to be procured or p~id fo~ through the 

issue of the stock herein ~uthorizcd is rcaso~b17 requirec by 

~pplicant for the purpose zpecified herein; and thct such purpose 

is not> in whole or in part, rccso~bly chargeable to oper~ting 

expenses or to incomc; thercfore, 
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IT IS HEREBY ORD~~ED as follows: 

1. Coast Counties Ga:. n.nd Electric Company, ,on or ' 

before Scptt7!mber 30, 1951, m,:.y issu.e not oxceeding $2,712,000 par 

vn.lue of its common capital s'Cock in pn.yment for t.he properties 

~nd securities to which reference is m<lde in this ~pplic~tion, 
. . 

in accordance with t he terms and conditions of the agreement filed 

,.' in this proceeding as Exhibit C. The issue of such stock hereby 

is exempted from the requirements of the CommissionTs competitive 

bidding rule. 

2. Co~st Cou.~~ics Gas ane Electric Co~?any ~y execute 
.' 

~nd c~rry out the provisions of the agreement, in the for.m 

submitted ~s Exhibit 3 to Exhibit C, alloc~t1ng excess capacity 

to Gns Lines, Inc. 

3. Coast Counties Gas and El~ctrie Comp~ny, for 

~ccounting purposes~ s~~ll record on, its books the journal entries 

set forth in Exhibit E. 

4. A ccrtific~to of public convenience and necessity 

hereby is g~~ntcd to Coast Counties Gas and Electric Company to 
. 

maintain and operate the properties to b~ acquired by it from 

P~cific Public Service Com~ny, Co~st Industrial Gas Com~ny~ 

GD.S Lines, Inc ~ 1 and Coast rbtural'" G.'lS CoItpo.n~ ... <lS peort of its 

public utility g~s systc~. 

5. Coast Countios Gas ~nd Electric Compo.ny shell 

file "lith the Commission a report as required by Gencro.l 

Order No. 24-A, which order, insof~r ~s applicable, is made ~ 

part of t his order. 

6. The ~ction t~kcn herein sh<lll not be construed to 

bo c finding of the value of the propcr~ics ~nd securities to be 

o.cquired by Co~st Counties Gas ~d Electric Comp~~y. 
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7. The ~uthority herein grantod will become cffcc~ivc 

upon the ~tc hereof. 

D~t~d ~t San Fr~cisco> 

of ~I ~ 1951. o r 
C:1ifornic. , this __ .2_~ __ dAy 

Iiii!'J 
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" ....-: '", 

G ) --e /}A;/ ~-. -.~~ , 
- 77;t£f-~~ 

-.. Co:nmissioners. 
\.. 

-s-


