
Decision No. 4.9667 . 
. . 

BEFORE mE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the matter or the application of ) 
PACIFIC GAS .AND ELECTRIC COMP1Jn' for : 
an order of the Com!llission authorizing ) 
applicant to issue, as fully paid.1 : 

shar0s of i1;s common eapi t$.l stock in ) 
exchange ror the outstanding .shares o! : 
the common cap1 tal stock of PACIFIC ) 
PUEtI C SERVI CE COMPANY. • . : 

-------~---.-----------) · · In the matter of the application of 
PACIFIC GAS Aa.'J'D ELEC'XBIC CO~..P.AN'Y for an 
order of the Coxomission authorizing ap
plic~t to i~sue~ as tully paid, shares 
of its capi tc.l stock in excho.nge for 
outstanding shares of the'preferred 
capit~ stocks of PACIFIC l'U:atIC SERVICE 
COMP mY ond COAST COUNTIES GAS' . AND 
ELECTRIC COMPANY, respectively. . . -...-- ... --~-,....---~--,...--,-.-.--

) 
· · )-
· · ) 
· · ) 
· · ) 
· · 

Application 
No. 34854 

(~d .Amendment) 

Application 
No. 3492$ 

((Jnd . .Amendment) 

Fobert ~ Gerdes, Rnlnh ~ DuVal and Rich~rd Peterson, 
for app11c~~t; Brobeck, Phlcger & Harrison, by 
GeoI&e ~ E±vcs. tor Cal1for.nia M~uractur0rs Asso
c1~tion, interestee party; ~~ Wessells znd Lloyd 
Cosme;:, for the staff of the Colmll1ssion. 

o PIN ION .... _-..- ... _-
In these proceedings Pacific Gas and Electric Comp~y rc-

I 

quests the Commission to make its orders ~uthorizing it to issue shares 

of its :preferroo and cot:ll'!lon stocks in 'exch.':U'lge for shures of stock of 

Pacific Public Service Compony ~e CO<lst Counties Gas ~d Electric 

Comp.::ny and approvin& the terms ond conditions or such issuencc o.nd 

exchonge. 

Public hearings on these epplico.tions 'Were held before 

COmmissioner.Scoggins ~d Ex~er Col~on·after notice thereof, and 

notice 0 f the toms ond conditions of the issu.:::nce tlnd exch~ge of 

stocks, had been given to the sh:lreholdcrs of Pacific Public Service 
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Comp&l.Y and Coast Counties Gas and Electric Company. The matters 'Wcre 

taken under submission on J8nuary 2$,,. 19'54:". and now are ready for 

dcci'zion. 

!he present proceedings ar~ the initial ones in a longer 

range program having as 1 ts objective the consolidation of the propcr

tiC$ of Pacific Gas mld Electric Company Ellld Coa.st Counties Gas and 
I 

Electric Company. The electric and gas systems of Coast Counties Gas 

and Electric Company servo c.reas contiguous to are.rJ.s served 'by Pacific 

Ga.s ruld Electric Company and can. be operated Zl.S part ZlZld parcel of the 

lo.rger operations of Pa.cii'1c Gas ~d Electric Comp:my. '!he systems 

of the two comp4lXlies are interconnected. Co:::.st Counties GZl.S <'no. 

Electric Company now obtains all the elcctric energy 1 t Qistr1'butes 

and n. subs~tieJ. pert of its supply of gas> by purchase or exchange" 

from Pa.ci!ic G~s and Electric Comp~y. 

At this time Ptlcific Gas and Electric Company is moving to 

acquire only the stock of Pacific Public Service CompMY ~d Coast 

Co'llnties Gas <:.%ld Electric Company. At a later d~tc it pl2l'l.s to t~e 

steps 'to acquire the properties of these two comp~f)s. 

Pneific Public Serv1se Comp~y and SubsiSi~rics 

P~cific Public Service Comp~y is ~. California corporation 

existing as a holding compony 0'£ seC'llri ties of o'Pcr~ting companies 

carrying on the business of producing .:md tronsporting natural gas 

ond of ,£umishing natural ga.s> electric ~d water service to public 

utili ty customers. Its subsidiaries> 'Which Cl.re wholly or partially 

ow.ned> are as follows: 

1. Co::\st CQunties Gas and ElectriC Company_ nus comp:;my is a. 

pUblic utility C%lgCl.ged in operating gas syst~s in the counties of 

"ContrCl. Cost:l, Fresno, Kern, Kings." Merced, Monter<:y .. San Benito, 

S~ta C1Cl.ra and Santa Cruz, in operating electriC systems 1n the 
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counties of Monterey" Santa Clar~" Sante. Cruz end San Benito, 3lld in 

operating a WCl.ter system in Avcnc.l." Kings County. It o'WnS 5/14ths or 

the outstcmding stock of St.mdc.rd Pz.cific Ga.s Lines, Incorporatc4" ~ 

nonprofit corpor~tion which ow.ns gas pipe lines ~ Califor.nia.lI 

2.. Gns Lines, Inc. This compony is D. nonpublic utility eng~ged 
.. 

in tr:msporting gas tmder ;>ri v~tc contract tor a limited number o:f 

producers. It owns no properties but is allott'~ excess c~pacity in 

the facilities wholly or partially o'W1led by Coast Counties G~s and, 

Electric Company. .'.1. ,. ... 

3. Np.tur:;;l G6.s Corpor:ltion of C~1fom.;'t.l. This company is a , 

nonpublic utility eng[l.ged in exploring for ond in producing no.tur.ll 

gas f'rom certain fields in California" owning certain prop-ertics in 

fee ond leas1ng 0 thers. It s~lls naturcl. gc.s to applic~t and to 

Coast Counties Gas ond Electric Compony. 

At one time Pacific Public Service Comp;;:ny Ow.ed the out-

stnnding stock of Arrowhead ~d Puritns Waters, Inc., a corporation 

cng~gcd in the bottled water 'business in southernCalifomi~ .. 

Recently it ha_s disposed, of these holdings .. 

Consol1f3tee Bal~n¢c Sheet of Pccific Public Sgrvice Comp~z 

A consolidated bol~ce sheet of Pacific Public Service 

Comp:::ny :me its subsidiaries as of December 31, 1953, as adj'Ustcd to, 

give effect to the elimination of Arro'Whe~d .:md Puritas W~tcrs,. Inc. 

end to reflect the divic.end action of' Pacific Public Service: Compcny 

1.'>l Jonu~ry of 1954" appears in Exhibit 9 in this combined proce<X!ing .• 

A S"J.IODl.ary' statement 0 f thebalcmce sl'lee't is as follows: 

g . 
P:lcific Gas .md Electric Compony owns 7/14ths of the outsttlnelng 

stock of Stcndare. Pacific Gas Lines" Incorporated, one. Standard 011 
Compony of Califomia owns the remllining 27l4ths. 
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Assets 

Fixed assets -
Coast Counties' Gas and Electric 

Company 
Gas Line s,' " Inc. 
Natural Gas 'Corporation of 

Califo:rnia .' \ 
Pacific Pub11c Service Company 

Xotal fixed assets 
Less - reserves 

Net fixed assets 
Int.;mg1bles 
Other investments 
CUrrent ~d deferred assets 

Total 

~igbi11t1es ~d Cnpit~ 

P..mded debt 

"," . , . 

$37,,195,493.75 
.', 321.79 

868) 793 .. 99 
176,525•11 . ,".' 

38" 2.4l,144.64 .'. ~:' 
8.157,081.35 , ".<: ,I. 

, $30 ,OS4,06:>~i29~,~; 
, 1,.565,417.30 

1,01;,12.3:.7·5::-. 
4.610,822.26 . 

$37,275; 426.60 

Cu=rcn~ liabilities and deferred credits 
Misccl:4.:::.neous reserves',' 

$17,61.3,975.00 
5,659,327.7$ 

276,,227 .. 44 
280,827.18 Contributions in aid' of construction 

Capital -
Preferred stock of subsidi~ry $ 4,975,000.00 
Stock of: Pacific Public Serv. Co. -

Preferred 
Commoll 

Su:-plus 
Total capital 

TotDl 

Outst~~ding Stocks 

7" 453,,442'. 50 
74,196.99 

942, 469 .. 71 .. 
j ',' , 

1.3,445.069.20 

$~7!275z426.6Q 

Pacific Public Service Company owns all the outstanding 
• iIo;,. 

stock of Gas Lines" Inc. Md Naturcl Gas Corporation of California 

and allot the common stocK" but none of the preferred" of Coast 

Counties Gas ~d Electr1c Compony. Th~ outst~ding shares, excluding 

intCl"comPm:lY holdings, are as follows: 

PacifiC Public Service Comp~y -
$1.30. preferred 
Common 

Coast Counties Gas :md Elec. Co. -
Series A, 4% preferred 
Series B, 4.80% preferred 

Number of P.3.r 
§byres VQ1ue 

Tottll I.~ 

Par Valye 

298,1.37.7 $25.00 $7 ,453·,442~ 50· 
743.,969.$5 .10 74,196.99 

124,000 25.00: 3,100',:000:.00 
75,000 25.00 1,875,000.:00,: 

At one time, 448,712 of the outstanding shares of common 

stock of Pacific Public Service Company were held by S.tcmdard Oil 
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Compony of California. The record shows that early in 1953 St~d<lrd 

Oil Comp<m.y of Cal1forn1.!l 1ndicated its desire to dispose of 1 ts 

holdings of such shares, that Blyth & Co .. , Inc. nnd certain other 

groups r~presenting out-of-st~te 1nterests, as well o.~ ~pplicant, 

undertook to subrn.1 t bids for the shares, and that the oil company 

accepted the cash 'bid of $21 a. sho.re made by Blyth & Co., Inc. 

Pc.cific Gas and Electric Compony at tho.t time offered to is·sue .6 of 

0. share of its common stock in exchange for e~ch ::hare of common. 

stock of Pacific Public Service Company. 

Blyth & Co., Inc. also o.cq,uired certo.in sM.res of Pacific 

?ublic Service Comp~yf s common stock .from Innori ty sho.reholders and 

now holds 623,651 sOOres, or $4% of the tot~ number outstanding,_ The 

rem~in~g outstanding sharc$, of ell classes, are held by approxi

mately 5,600 shareholders. 

Acauisition by Pacific Gas anrl Electric Comp~y 

Pacific Gas and Electric Compony now has entered into ml 

agre~cnt, subject to receiVing the requisite gover.nmental author1za

tion, to acquire the holdings 0 f Blyth & Co." Inc. in the common 

stock of Pacific Public Service Compony and to issue and deliver in 

exchange therefor" 330,535 fully paid shares of its common stock" . . 
'being at the rate of .53 of a. share of Pacific Gas end Electric Com

pany common stoCk for eaCh s~re of the common stock of PaCific 

Public Service Company.'&-

Applicnnt also proposes to mcke ~ offer to the holders of 

the rema:i.ning sh~rcs of Pacific Public Service Company common stock 

to issue D.nd exchange for each of such shares .53, or 0. sha~e or:1. ts 

2/ 
, Since the ol"1gin~ acquisi t10n by Blyth & Co., Inc. in 1953, 

. Pacific Public Service Comp<m.y hD.s eisposed or the Arrowhec.d and 
Puritas Waters" Inc • .:me. has paid out 0. special dividend of $2.35 
a share .. 
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ow.n common stock, the exchange r~tio "being the s~e as tha.t auployed 

in tho exc.~ge with Blyth & Co., Inc. It ~so proposes to offer its 

sha.rcs of preferred one. common stock 1n exchm'lge for the preferred 

s~:res of Po.cific Public Service Compcn.y ~d. Coo..st CO\mtics Go.s ~d 

Electric Company on the following b~scs: 

.' 'l. For each sho.re of' $l.30 preferred stock of P~ci!ic Public 
Service Company cumulo.t1ve preferred stock,~arvalue e25, callable 
o.t $27.50, it Will offer one share of its 5% redaem.o.ble C'I.ll1lulo.tive 
first preforred stock, $25 par volue, or .70 of a sha.re of 1 ts col'lltlon 
stock. . 

2. For each share of the Series A, 4% cumul~tivo preferred 
stock of Coast Counties Gas ond Electric Comp.:my, par value C25, 
c~lable ilt $27, it will ~ffer • S of 0. shere of its 5% redeemable 
C'Ul'llulo.ti ve first preferred stock or ,,70 of a sho.re- o·r 1 ts. common 
stock .. 

3. For each sh~e of the Series B, 4.80% cumulo.tive prcf'err~ 
stock of Coa.st Co~t1es Gas and Electric Compeny, par vD.lue !~2'5, 
callable at $27, 1 t will offer, 'one sh~re of 1 ts 0'Wll 4. $0% redeemable 
cumulo.tive first preferred stock, $25 par value, or .70 of a share 
of its COlll:l.on sto ok. . 

Under the proposed exchange of'iers the ma.ximum numbers· of 

sllo.res of' each clo.ss or stock which o.pplicClnt may be enlled upon to 

issue, depending on the accept~ce by the presentsh~reholtlers \lXlC on 

their select10n of method of' exchange, are as 1:0110""'5: 

Common stock - 741,241 shares 
5% preferred stock - 397,33S sh~res 
4.80% preferred stock 75,000 Shares 

Ei'l"cct of Exeh;lngq on Sht!reholders 
.... , ' 

It appears the exchange r~tio for the Sheres of' common 
.. 

stock yas e..etcrminee by bo.:rg:!1ning between o.pp11con t and Blyth & Co., 

Inc • .v~d ~""e exch.:mge offers to the holders of the presently out

st:mding preferret:. shares were bo.seQ in pa.rt on the redemption prices 

of such preferred sha.res ~d in part on di viclends. 

At the prevailing market for Pacific Gas and Electric 

Company cOm:J.on stock of approxima.tely $40, the holClers of nl1 three 

j) 
Appliccnt f s common stock currently is selling a.t about $40 a share. 

During J:nuary, 195.4, the common stock of PaCific Public Service 
Co~pany sold at a range of 20-1/2 to 20-3/4. 
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cl:.sscs of preferred stock" if they elect to o.ccept the .70 of Q. 

sho.r.e of common for co.c."l of their preferred shares, 'Will receive 

appro~tely $28 in m~rket value as com~ared ~th red~ption ,rices 

of their present holdings of $27.00 and $27.50. At the presently pre

vc.iling annut:.l eli vidend of $2.20 on Po.cif'ic Gas ~e. Electric Compcny 

cOI:mlon, they 'Will receive onnuaJ. income of $1 .. 54 for each .70 of a 

share, as cO:::l.po.red 'With annual dividends of $1 .. :30 on the PaCific 

Public Service Company ?ref'crrod stock, of $l.OO on the Series A pr~ 

fcrrcd. stock or. Coast Counties Gas and Electric Company ane of~1 •. 20 

on the Series B pr.c!errcd stock ot th~t company. 

If. the preferred shareholders elect to accel"t 1irc1"erre~ , 

stock of Pacific· Gas ~d Electric CompD.tlY" those ho1d1ng the Coo.st 

Counties Gas and Electric Company preferred, of both classes, 'Will 

continue to recei·ve the same annual d1v1ee:c.d of $1.00 ror the Series 

A and $1.20 for the Series B. The holders of the preferred stock of 

Pacific Public Service CompmlY~ in accepting the ¢xchange of pre:t:erred 

stock" "Would recei vo annual di v1den.ds of $1.25 :lS compared 'Wi. th ·their 

present diVidend of $1.:30. Applicant pOints out,. however, that such 

holders ~ll receive ~ stock which conSistently h~s sold nt a h1gh~r 

price on the mo.rket. On the dato the exch.:m.ge offer was ennouneed, 

Pacific Gas and Electric Company 1s 5% preferred ~as selling at, $2$.25 

~d Pacific Public Service Company's $1.30 preferred at $26.25 .. 

The sht::rcholders o£ Pacific Public Service Com:p::::ny and 

COo.st Counti os Gas and Electric Comp~y arc under no obligo.tion to 

:::.cccpt the offers to exchmlge their holdings for sh:!l"cS of Pacific 

Gas ond El<:ctric CompDnY. If they do not choose to surrender the1r 

s~res for excb.Dnge they mD.y continue to hold them, 'Wi tb. the same 

rights cne. :rrivil~ges they now possess. 
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If Pacific Gas and Electric Comp~y is suecessful in ob-
o ." 

taining 2/3rds of each class or stock of Po.ci:t:1¢ Public Service 
, , 

Compa'r.Y :me. Coast Counties Gas 'ond Electr1c Comp~y, it intends to 
I ,,'1' 

effect a merger wi th.these two corporo.tions. With respect to non-
~,. "'" ' 

:lssenting sho.reholdcrs in the event of such a tr:msact1on occurring, 
'. 011 ~ .~, '." 

Section 4300 of the ,C~ifom1a Corporations Code provides as . folloW's: 

TTIn the event ~hat the requ1s1 te number of sho.reholders 
o! 0. corporo.tion: approve its merger or consolida.tion 'With 
onother corporation, 'domestic or foreign, ~y holder of 
voting 'or non-voting sho.res w.no did not approve the merger 
or conso11do.ti'on a,t the meeting at 'Which it was approved. 
may, by complYing w1 th this o.rticle, require the corporation 
o! 'Which he is' a·' shareholder to purcho.se his e1ssent1ng 
shares and'to 'pay h1:o.their ftir mo.rket value. The fair 
mc.rkct v31ue shall be c.etertlined as or the day before the 
vote of 1he""shareh61ders approving the o.grecr:lent of merger 
or consolidation;r, excluding ~y apprecintion or depreCiation 
in consequence,o~ the proposed action." 

'lb.e code prov~des for .:lppraisal of the fair market value of 

shares in a court pro ceed1ng, ,in' the event no agreement is reo.ched as 

to value. 

ACC9u,n t1ng for Acgui 51 t1 on 9 f Sh:l:r;-es 

By a resolution adopted J::alua.ry 20,,1954, the board of 

directors o! Pacific Gas Md Electric Comp~ny determinee the fair 

values of the sh~res 0 t stock to be received in consi<1eration of the 

exCh~ges for its own shares, as follows: 

PacifiC Public Service Comp:my -
Com.on stock 
Preferree stock 

Coast CountLes Gas ant'!. Electric Comp~y -
Series A preferred, stock 
Series B preferred stock 

$18.93 a share 
25.00 a share 

20.00 0. shzre 
2$.00 a share 

It intencs to record its ac~uisition of these shares, or 

ony part o! them, as· a debit in Account 111, Investment, in AsSoCiated. 

. Companies, o.t the f'orcgoing prices end to cred1 t the ~ounts in 

,Account 200, Common Capital Stock, Account 201, Pretorrce Capital 

Stock and Account 203, Premium on Co.p1 tal Stock, as appropriate. 
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If the compcny obtCins al.l" the' sho.rcs of Pz.ciffc Public 

Service Company and Coast' CoUn.ti~s'Ghs: ~d Electric' Comp~y,' the 

totoll runoun t -eo" 'be' debited 1ri Accoun't: lll~ 0:$ represen ting :i. ts 

rccorded ~ves~ent in suCh shares, will 'be ~pproXim~tely$25>849?OOO. 

~m.ings " 
, ' . . ", . ~ 

In presenting thesemo.tters to the Commission ~pplic~t· 
, . 

~sscrts that the e~:m1ngs of the Pacific Public Service Comp~y group 
. . 

of companies 'W'ill' be ample' to meet the carrying charges on the sh~res 

of stock it proposes to issuc. It cstimt!tes tho.t the'net ea:rnings 

for 1954 from theopero.tions of the P'(l.cific Public Service Company 
" 

group" nsS'Um1ng ro.t~s recently D.u'tho ri zed by the Commission to' be"in 

effect for the entire year~ would be equivalent to $~.32 a share on 

tb.e common stock to be issi.lec. by P:lc1:f'ic Gas nnd Electric Compcny in 

exch;mge for the common' stock of Pacific Public Service COmpw.y, as 

comparee. 'With i tS,$2. 20 ,pre~oil1ng annual (li videne .. 

The earnings of $3.32 do not take into account a.."'lnual 

s~ving$ "Which ~pplicon t estimates "Will 1'ollow the merger of theu ti11-
i 

ty properties. It asserts that the com'binetion of the two properties 
.. I 

into ';j, single 'orgsnization will rCsUl t in more effect1ve a:o.d i 

economical. administration and oper~tion, ~th possible saVings be~g 

effectec in the follo~ng accounts: 

Customer accoUl'lting and collec't1ng 
expenses 

Afiministrative and general expenses 
So.les promo-tion expenses 

Total 
Inereaze ;tn, toxes on income resulting 

from red.uction expenses 
, , 

Net aeditional income 

$143,894 
601~,421 
100 • .90Q 
845,.315 

8=25,7.94 

i3?9 z 521 

The testimony shows tho. t in communi ti os now being s~%'Ved 

'by the two utilities, where sepcratc o1'~ices are being .ma1ntaincd~ 

savings co..."'l "oe expected by the usc of a single stafr.. One set of' 
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meter readers, rather th~ two, ·«111 read all meters, electric and 

gas being read ~t the s~e time, a single bill prepared by a single 
, 

st~r1" of clerks will be presented to the cuztomers, ond a single 

collection made for the two services. Applic~t estimntes th~t 

eusto%!lcr accounting and collection expenses c~ 'be r'educcd by $1.47 

a customer through elimin~tion of duplicate offices ~d staffs. 

The acquisition or the other companies by Pacific Gas and 

Electric Company "Will el1m1nate expenses which are incurred in main

t\lining separate corporate entities, such as those require(!. for stoCk 

records, gc:nero.l ,books and supporting records, ~e tax returns, 

o.nnu~ and other reports. Appliccnt sho~s tha.t :1. ts :ldmin:1.'stretive 

and general expenses ~ount to $4.73 a customer ancl those of Co~st 

Counties Gas and Electric Com.pany to $8.56 a customer. It is of the 

opinion it con absorb the present customers attc.ched to the lines or 

Coast Counties Gas zmd Electric Compcny at no greater average cost 

per customer than it now incurs. 

The s~V1ngs in s~es ,romotion expenses 1fdll be r~~lized", 

~ccord1ng to the testimony", by the c1imin~t1on ~r th~ cost of obt~

ing competitive bus1ness in the communities now servee by the 

sep~rntc compcn1es. 

~e¢ti9ns by Cert~in Sh?rohol£ots ~t HOAIings 

During the hearing on J'onuary '28" a rcpresent~t1ve of one 

$tocy~older objectee to the ter.ms of the exch~ge ~r common shares", 
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. the notle of' the stockholc.er,,' the extent of' the holding ;:n<:l the basis 

of the objection not being revecled. 

Another shareholder" owing 200 she-res of Pacific Public 

Service Companyts preferred" objected to the r.eeuct10n in CiVidenes 
, . 

:m.d indica-ted his desire to surrender his shares for payment. 

As we have indicated oorlier in this deciSion, the non-
. " 

assenting sharehold.ers arc unc!er no compulsion to- exchange their 

shares :lnc." in the event of a subseq,uent merger, hc.ve their rights 

to a dcte:rmin,,:cion of the fair value of' their stock. 

SUrnr:'ta !"Z , Conclusions :md Finding,' 

~rizing, it ~p~cars from the record th~t the integration 
" 

of' the public utility systems should result in operating advzntaees 

in the service area of Coast Counties Gas and Electric Company in that 

more effective.use no doubt can be mc.de of the facilities of Pacif'ic 

Gcs 2nd El~ctr1C Compony as the load. in the areo. increases one. tho:t 

substanticl.savi."'lgs in costs cnn 'be e:f':f'eeted through .:s. consolieation 

of the administration, operation ~d. maintcn~ce activities ane the 

elimination of certain duplic~tions in these functions in areas ~here 

one company su,p11es the gas service and the other the electric ser

vice. 

At the outset, Pacific G~s ~r;1 Electric Comp~.ny is cont~

pl~tingmerely the acquisition or the stocks or p~c1r1c Public Serv

ice Company Md, its suosid1ar1cs and it may be some time before the 

actual merger proceedings of' the physical pro~erties are ~errectcd. 

In the rneontimc, .,1 t apl'cars that Coast Counties Gt.lS and Electric 

Comp:my 'Will be o'peratee. as on independent comp~y, observing such 

rate, depre.c1~tion and other orders of the. Commission as have. "oe~ 

authorized or approved :f'or ~at company, unless they arc hereafter 

chDngcd by the Coxom1 ssion. 
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During the course 0 f the h caring:. there were 'brought. up for 
I I, • 

discussion such matters as the ultim~tc disposition of Gas Lines, Inc; '. " ., 

the cone.:.t tions under which serVice is proVided. to industria.l customers 

by Coast Counties Gas and Electric Company c.t this t1lne, ~d the . ~. , . 
aI:lou..'I'lt and dispos1 t10n of any acquis1 t10n lldjustrlent which might. 

, ~ •• j r ,." ' . 

ar1s~ follo~g th.e mer:gel" of the p,ropertics. 

These l:l.atters nre not noW' 'before us and cannot be c1et~rm1ned 

until such time as the reG.uest to tr.!lllsfer the properties o·!' Coast, 

Counties. Gas and Electric Company to Pacific Gas ane Electric Company 
I , 

is 'brought 'before the Coromiss1on. It does nppear th~t Pac1fi~ Ga~ 

and Electric Company's recorded investmP.nt in the stocks of the 
, , 

Pacific Public Service Company group of companies 'Will be a,l'roxi-

m~te1y $25~849,OOO and ~at the reported lldjust~ net book values of 

the assets of' the group as 0 f December :3l, 195', ~.S renee-ted in the '. . , . 

bol~ce sheet set forth in this decisio~, ~as approximc.tely 

$13,445,000. 'the record shows thnt in ste-ting the baltJnce'sheet the 

utility Pl.~t of Coast Counties Gas :me Elec,tric Comp~y is l"enec~ed 

on W. origino.1 cost basi s,; thc.t is, the cost to the til"s.t person de

votine the properties t() public use" and thc.t the prol'ert1es of' the . , , 

other companies are sto.ted on the b~sis of C?st to them. Applic~t 

o.sserts that the recorded ~ounts do not reflect the actu~l value of 

gas reserves o"h'zl.cc. 'by Natur"-l Gas Corporation of C::l1fornia ond that 

it believes such value, ~ile not capa'ble of precise cstimation due 
, , 

to the ~y factors which Will be determined by future events such. :)$ 

rc.tes .~:r 'wi thcrawal, incidence of te.xes end market prices',. ,is ade-. . 
q,uo.te when aedcd to the value ot 0 thor assets to justify the propose<! 

excronge of stock. 

It is our conclusion, 'bc.sed u!'on the re:corc! in these ?ro

ceedings, that applicant's reo..,uests should 'be gr~ted. Shoule. 

llpplic~t be successful in obtaining the sh~~es of stoCk it now seoks,. 
. \ ... 
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it intenes to p:roc~ee. a.s ra?1cUy as ,ossible with its pl·~s t~ me.:ree 
'.' 

ood integr~to the public utility l)rOperties. .It :::.ppears to us tha.t 

advmlta.ges of merger :m<:: sav1ngs 1n operations CDn be :nade to 

accrue to the. 'benefit of the conS'Wllers one that the fact of merger 

should not in .i tse:lt result in ae.di t10ns to the ratcbc.se or operatine 

expenses because of acquisition o.<1justrn.ent ch::.rges. 

Upon the 'basis of the foregoing roc1 tals" we arC' of the 

opinion, ~d hereby find, that the proposed ~cquisit1on of shares or 

stock bY Pacific Gcs and Electric Company will not be adverse to the 

public interest, '!hat the terms .md conditions of the 1ssuonce~d 

exch.:m.ge of stock, as herein proposed., o.re r~r ond rO:lsonablc, end 

that the money, property or la.'bor to 'be p rOCUl"ed or p aid for by the 

issue of the shares of stock herci."'l o.uthorized is reasonably required. 

'bY:lpplicc.nt for the purposes spocifieo. herein, 'Which purposes are 

not", in '\tIb.ole or in part, recsonably cM.rge.:.ble to operating~xpenses 

or to income. 

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

Public hearings haVing been held. on the o.bo·ve entitled 

m~ttcrs, ~d the COmmission h~ving considered the cv1d~~ee and being 

of the opinion that the :l.pp11c::.tions should b(;: gr:mtcd."..' o.s herein 

provided'; therefore., 

IT IS B.EREBi: OPJ)ERED as folloW's: 

1. Pacific Gas ~d, 'Electric Company ~y issue not cxceed

ing741,24J. s~res of its common stock, not exceeding 397,:338 sh1.l.res 

of its 5% redoemable first preferred stock, and not exceedtng75,OOO 

shAres or its 4.80% redeemAble first prei'crrc.-d stock in exchange tor 

the outst~Oing shares or stock of Fo.cific Public SerVice Company 



and cO.lst Counties G.o.s ar~d nectric Company.; in e.ccor<imlce ~th the 

bases of eXchange set torth. iIi tb:ese p:roc~edings. The terms and 

eond1 tions 0 f such excho:ng e a.re· hereby approved. 

2. p~c1ric Gas end FJ.eetric Comp;;my mo.y acquire tllld hold 

the outstanding shares or stock o·t p~cir~c Public Semce Company" and 

Coa.st Counttes Gas end Electric Company • 

.3':' Pacific Gas &Ld Elec·tric Company, on or before June 30, 

1954, shiUl' 6.1c with the cOmmission a statement sho'W'ing the ntllUo'er 
. . . \,' 

of shares of stock of' each clo.ss· or Pacific Public Sel'v1ce· Compa'lY 
"to ., .. 

mld Coast Counties Gas una Electric Compony acquired by 1 t, the 
,-

n'Umber 0 f sh~res of 1 ts O'WIl stock ~ich it issued. in exchooge, and 

the joum~ entries used to record on. its books the a.CqUisit1on of 
"r '" •. 

such shares of stock. 

. /. 

4. The authority herein gr~tad 'Will become effective upon 
.. ". 

the c~te hereof. 

Da.ted at San Franc1sco,C~i.f6rni~) this 
. ::64.' 

/0 " day of 
. " 

February, 1954. 

a,~.~ "~':"=:''\." 
PresThi..... .V;:;: 

/ ::::..: .. '~'b:.~... .... / 
' ... "' .' 

. '-" .. " 
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