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Decision No. 58:535 @Rﬁ@g%ﬁa_

BEFORE THE PUBLIC UTILITIES COMMISSICON OF TEE STATE OF CALIFORNIA

In the matter of the application of
PACIFIC GAS AND ELECTRIC COMPANY and : Application
COAST COUNTIES GAS AND ELECTRIC COMPANY No. 35541

for authority to merge.

Robert H. Gerdes, F. I. Searls and J. C. Morrissey,
for Pacific Gas and Electric Company; W. E. Johns,
for Coast Counties Gas and Electric Company;
Dion R. Eolm, City Attormey, and Paul L. Beck, Chief
Valuation and Rate Engineer, by Paul L. Beck, for the
City and County of San Francisco, interested party;
W. D. MacKay, for Gentry Division of Consolidated
Grocers! Corporation, interested party; Walter B.
Wessells and John F. Donovan, for the staff of the
Commission.

QREINLIQON

This is an opplication for an order of the Commission
(1) authorizing Pacific Gas and Electric Company and Coast Counties
Gas and Electric Company'v to merge, (2) authorizing Pacific %o enter
into an indenture whereby it shall assune the paymont of the out-
standing bonds of Coast Counties and the perfomance of the covenants
and conditions of the latter companyts first mortgage indenture, as
supplemented and czmended, and to exefcise rights and privileges under
franchises heretofore granted Coast Counties, and (3) approving

Journal entries to reccord the merger.

The application was filed with the Commission on Jume 24,

1954. A public hearing was held before Examiner Coleman in San
Pranelsco on August 4, 1954, at which time the matter was taken under

In this decision Pacific Gos and Electric Company will be re-
forred to as Pacific znd Coast Countles Gos and Electric Company as

Coast Counties.
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submission. The Commission has received no protests in the proceed-

ing.

Lpplicants are engaged primerily in the clectric and ges
utility business in Califomila. The service areas of the one are
contiguous with those of the other ond the systems of the two are
interconnected. Coast Cownties receives 21l the eleetric energy it

distritutes and 2 substantial part of its supply of gas, by purchase

or exchonge, from Pacific.

Under authorization heretofore granted by the Commission,
Pacific has acquired the controlling interest in the shares of stock
of Coast Counties at o recorded cost as of March 31, 1954, of
313;597;448.32.3/ The outstending stock of the latter company was
reported held on July 31, 1954, as follows:

Azount Held by Pacifi
Qutstanding Amount Pet. of Total

Preferred - '
Series 4, 4% $ 3,100,000 ¢ %,340,750 94.9%

Series B, 4.80% 1,875,000 92.9
Total proforred 4,975,000 4,682,100 Y

Common 7,712,000 7,712,000 100.0
Totals 312,687,000 $12 100 97.7%

Pacific now desires to acquire the properties of its sub-
sidiary ond it proposes to accomplish this objective by means of a
merger whereby the separate existence of Coast Counties will cease
and Pacific, as the surviving corporation, will succeed to and

become the owner of all the assets subject to 21l the outstanding

2/ .
According to Exhiblt D, the reported investment consists of the
following:

Par value of Coast Countlies common stock $ 7,712,000.00
Par value of shares of preferred stock

of Ceast Counties held by Pacific 4y 669,975.00
Balance in surplus account of Coast

Counties, as adjusted 1,215,473.32
Total &1 7 .32
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liabilities and obligations. Pacific reports that the out;tanding
shares o0f preferred stock of Coast Counties which are not held by it
have beon called for redomption aond thot it expects to exchange or
pay the outstanding bonds of Coast Counties, which bonds are in the
aggregate principsl amount of $14,255,000. Pending the payment or
exchonge, however, Pacific will assume the payament of the bonds and
it proposes to execute a2 supplemental indenture whereby it covenants
to do so. A copy of the indenture has been filed in this proceeding
as Exhibdbit 3.

Lmong the zssets to be acguired by the surviving corpera-

tion are certain franchises now held by Coast Counties, a2 list of
which, exclusive of constitutional fronchises, is attached to the
application a2 Exhibit C. Although Pacific, upon the consummation of
the merger, will succeed to all the operative rights of Coast Counties,
whether prescriptive or certificeted, it nevertheless requests the
Commission to authorize it to exercise the rights and privileges under
the franchiscs heretofore granted to Coast Counties in the évent

question night arise in the future as to 1ts operations thereunder.

Upon the merger becoming effective; the filed tariff sched-
ules of Coast Counties will become thé effective tariff schedules of
Pacifie for service rencered within Coast Counties'? service areas.
Pacific reports that by advice letter it will refile the rate sched-
ules and such rules zs nay be necessary, and that the only changes
which will be made in the filed rules and regulations will beofanminor
nature in order to make them consistent with the effective schedules
of Pacific. No increases in rates charged for electric, gas or water
sorvice will be effected by the merger ond by the proposed refiling
of the tariff schedules. At the hearing o suggestion was mace that

the Commission in its order chould require Pacific to meke 2 study
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looking toward the integraticn of the rates of the two companles.

Bowcver, the matter of rates is not an issue in this pro-
ceeding. Pacific will succeed to the present tariff requirements of
Coast Countiecs and to its obligations in connection therewith. The
order herein will require Pacific to adopt or refile the present
schedules of Coast Countlies and to continue the seme In effect unless
amd wntil hercafter changed under authorlzation granted by the Com-
mission in appropriate proceedings which may be brought before it.

Ir recording the transaction on its books, Pacific intends
to take over the present book balances in the plant, reserve, con-
tribution and other accounts, except for one adjustment which
decreascs the recorded ¢cost of Coast Counties? proportionate share of .

its Investment in Standard Pacific Gas Lines Incorporated, as set

forth in Exhibit D. There will be no entries in the acquisition

acdjustnent accounts as a result of the merger.

The present opplication is the last of 2 series of four
proceedings wheredy Pacific zcquired the holdings and became the
successor to the operations of Pacific Public Service Company. The
records in the former proccedings, which by reference are incor-
porated into this proceeding, clearly show that the uwltimate merger of
Coast Counties with Pacific will make possible the operatiorn and
administration of the business of the two companies by a single

organization and personnel with resultant savings in expense.

From a review of the record we are of the opinion that the
proposed merger will not be adverse to the public interest. Accord-
ingly, we will cnter an order granting applicants! requests. The
action token herein shall not be construed to be a finding of the

value of the properties of Coast Counties.
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QRDER

A public hearing having been held on the above entitled
m:.ttcr; and the Commission having considered the evidencé' a%nc’. being
of the opinion that the application should be granted, as nerein pro-
vided; therefore,

IT IS HEREBY ORDERED as follows:

1. Coast Countics Gas and Electric Company may merge with

Pacific Gas and Electric Company, with the latter being dosignoted .
as thc surviving corporaticn, pursuant to the provisions of the

Corporations Code, Section 4124.

2. Paclific Gas and Electric Company may execute an
indenture, substantially in the same form as that filed in this pro-
ceeding as Exhibit 3, whereby 1t shall assume the due and punctual
payment of the outstanding bonds of Coast Counties Gas eand Electric
Company and the performance of all covenants and conditions of that
company's first mortgage indenture dated July 1, 1941, as supplemented

and amended.

3. Pacific Gas znd Electric Company is authorized to
cxercise the rights and privileges uncer franchises heretofore granted
to Coast Counties Gas and Electric Company and now being exercised by

that company.

4. Pacific Gas and Electric Compeny may record the merger

on 1ts books in the manner outlined in this application.

5. The rates, rules and regulations of Coast Counties Gas
and Elecctrice Company now on filc with the Commissiorn shall be refilec
within 30 days after the date of merger under the name of Pacific Gas
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md mectric Company, in accordance with the procedure prescribed by
General Order No. 96, or, in lieu of such refiling, Pacific Gos end
Elcetric Company may file 2 notice of adoption of said presceatly
filed rates, rules and regulatioms. No inerease in the Present rates

shall be made wnless authorized by the Commission.

6. Pacific Gas and Electric Company shall file with the
Commission for approval a copy of the journal entries used to record
sald merger on its books, such filing to be mude within 60 days after

the date of such entries.

7. The zuthority hercin granted will become effective upon

the date hereof,

Dated at Son Frencisco, Coliforniz, this __ o "":&éy of

August, 1954.
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Commissioners




