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'-~~ ~"I- ~ Decision No. ____ _ 

B~ORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application', of 

CALIFORNIA-PACIF:IC UTILITIES COMPANY' 

for an order authol'izing the statutory 
merger of Southern Utah Power Company 
into applicant and authorizing applicant 
to issue its seeurities in connection 
with such merger. 

OP I N I ON ..... _-------

Application 
No .. 39958 

This is an application for an order of the Commission 

~uthor1zL~g qalifornia-Pacific Utilities qompany to issue first 

~ortgage bonds and shares or preferred and common stock in 

exchange for bonds~ debentures ~ld stock of Southern Utah ~ower 

Co:npany under and pursuant to the terms of a merger agreement. 

Description of Oper2tions 

California-Pacific Utilities Company is a California 

cor:poration presently engaged in operating public utility electric~ 

gas, water and telephone systems in various parts of California, 

Oregon, Nevada, Idaho and Wyoming and in operating nonutility 

propane tank gas service in Oregon and California. 

Southern Utah Po~er Company is a Ut~h corporation now 

engoged in the public utility electric business in the south-

western part of Utan and in the northwestern part of Arizona. 
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California-Pacific Utilities Company, at the close of 

1957, reported 62,425 customers of its various services ond 

Southern Utah Power Company, 4,954 customers. The following 

tabulation indicates the rel~tive size of the two operations ahd 

the gro~~ e,~ericnced during the last three years: 

Caltfotpia-Pr,cific Utilities Company 

Operating revenues 
Net available for 

fixed charges 

Op~r~ting revenues 
Net avail~ble for 

fixed charges 

Proposed Merger 

l2..ii 12.i2. 
$7,272,.357 $7,672,018 

1,028,284 1,121,350 

Southern Utah Power Comp,anx 

1m J..9.i2 
~~l, 07S, 560 $1,2.33,l10 

203,,46;, 251,742 

lli.1 
$7,944,9.39 

1,1.34,2.30 

1.9.ll 

$1,260,130 

24.3,693 

Subject to receiving the appropriate authorization, the 

t~o corporations now propose to enter into an agree~ent of merger 

wh~reby Southern Utah POi·rer Compan:t will be merged into Californio.­

Pacific Utilities Company and California-Pacific Utilities Company, 

as the surviving corporation, will succeed to all the assets and 

liabilities of Southern Utah Power Company and vri:i..l issue its 

securities in exch~gc for securities of that company. The 

sep~rate existence of Southern Utah Power Company will cease and 

its public utility systems will then be operated as a diVision 

of C~ifornia-Pacific Utilities Company. 

Southern Utah Power Company presontly has outstunding 

s~curitics as follows: 
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First mortgage bonds -
3-1/2% series, due 1981 
4-1/4% series, due 1982 

Debentures -
4% due 1971 

Subtotal 
Preferred stock -

2,994 shares, $100· par, 5% 
Co~on stock -

91,945 shares, $10 par 

Total 

Is~uc of Bonds 

$1,128,000 
915,000 

390,000 
2,4.3.3,000 

299:1400 

919,450 

$3.651,850 

The merger agreement provides that the outstanding long~ 

term indebtedness of Southern Utah Power Company will not be assumed 

by California-~ac1fic Utilities Company but Will be surrendered for 

cancellation upon consummation of the merger and replaced with an 

equal principal amount of first mortgage bonds of the surviving 

corporation. The presently outstanding bonds, as well as the 

preferred shares, of Southern Ut~b Power Company are held by 

institutional investors. 

To comply with this provision of the agreement~ 

C~lii'oInia-Pacific Utili ties Company proposes to create two new 

series or first mortgage bonds. One series, to be deSignated as 

First !~ortgage Bonds, Series G, 4%, due May 1, 1986, 'Will be issued 

in the principal ~ount of $1,128,000 in exchange for $1,128,000 

prinCipal c.mount of Southern Ut.:th Po~rer Company I s First Mortgage 

Bonds, 3-1/2% Series, due 1981. The other series, to be deSignated 

as First Mortgage Bonds, Series H, 4-3/4%, due May 1, 1986~ will be 

issued 'in the principal amount of-$1,30S,OOO in excht',nge for $915,000 

of Southern Utah Power Company's F.irst Mortgage Bonds, 4-1/4% Series~ 

due 1982, and $390,000 of 4% Debentures,' due January 1, 1971. 
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Bonds of both new series will not be subject to redemption prior 

to May 1, 196.3. 

Issue of Preferred Stock 

The outst~d1ng pre~erred stock of Southern ~tah Power 

Company consists of 2,994 shares of 5% stock of the par value of 
$100 each. 

To replace this stock, California-Pacific Utilities Company 

proposes to create a new series of 5-1/2% Cumulative Convertible 

Preferred Stock of the par value of $20 a share and to deliver 

14,970 shares of such new eer1es in exch~ge for Southern Utah 

Power Company'.s preferred shs,res. The new series of preferred 

sh~res will be convertible at the option of the ho~ders into shares 

of common stock of California-Pacific Utilities Company at an initial 

conversion rate of two-thirds of one common share f~r each 5-1/2% 

Cumula~ive Convertible Preferred Share. 

Issue of Common Stock 

As to the exchange of co~~on shares, it is contemplated that 

Ca1ifornia~Pacific Utilities Company will issue two of its $10 par 

v:.alue shares in exchange ror each three of the ~~10 par value shares 

of Southern Utah Power Company, this calling for an aggregate issue 

by Co~irorn1a-Pacific Utilities Company of 61,296 common shares in 

exchange for the 91,945 co~~on shares of Southern Utah Power Company. 

The application shows that at the end of 1957 the book value 

of California-Pacific Utilities CompanyT s common sh.;:,res "Was ~$2l.61 

each and of Southern Utah Power Companyr s common shares, ~;)19.06 each. 

In 1957, California-Pacific Utilities Company paid a dividend of 
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$1.60 a share and Sou them Utah F:.ower Company, $1 a share. 

Culifornia-Pacific Utilities Comp~~y's common shares were quoted on 

the market during 1957 at bid prices ranging from $24 to $29.50 a 

share ~d Southern Utah Power Comp~ny's common shares at bid prices 

ranging froo ~14 to $17 a share. On M~rch 10 of this year, 

California-Pacific Utilities Company's common shures were quoted at 

$28 bid and $28.50 asked and Southern Utah Power Company's conunon 

sh.ares at ~~17 .25 bid and $18 asked .. 

Pro Forma Statement 

The following statement shows the recorded assets, liabili­

ties and capital of the two corporations as of December 31, 1957, 

and a combined pro foma statement:. 

Assets 

Utility plant, original 
cost (net) 

Other phYSical property 
CUrrent assets 
Deferred ch~rges 

Total 

Liabilities end CaEit~l 

Capitalization -
Corr..tnon stock 
Premi'l..llD.s 
Retained earnings 
Preferred stock 
Long-term debt 
BarJe loans 

Subtotal 
Current 1i~bi1ities 
Deferred credits 

Total 

Ca1ifornia­
Pacific .. 

$19,258,533 
719,118 

2,231,545 
78.362 

~.287.558 

$ 2,619,.3.30 
995,900 

2,045,684 
.3,110,020 

10,125,000 
1,150.000 

20,045,9.34 
1,623,349 

618,275 

$22,287,558 

Southern 
Utah 

$4,648,495 
1,930 

239,759 
20, 804 

$4,910,988 

$ 919,450 
241,267 
591,390 
299,400 

2,443,000a 
65,000. 

4,559,507 
20$,126 
143,3~5 

14., 910, 9BB 

Combined 
Pro Forms 

$23,907,028 
721,048 

2,471,304 
99.166 

$27,19S,546 

$ 3,232,290 
1,543,657 
2,637,074 
3,409,420 

12,568,000 
1.215.000. 

24,605,441 
1,831,475 

761,630 

$27,198,546 

a. Since December .31, 1957, $10,000 of bonds l~ve been paid. 
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Canital Structure and Earnings 

The capital structure of California~~acific Utilities 

Company as of December 31, 1957, and as adjusted to give effect 

to the proposed merger and the additional securities, is as 

folloW's: 

Bonds and debentures 
Preferred stock 
Cammon stock equity 

Total 

~ecember 31, 
1957 

56.3% 
15.5 . 
2§.:? 

100.0%, 

Pro 
Forma. 

55 .. 9% 
13.9 
30.2 

10Q.0%· 

The book value per share of common stock of Ca1ifornia­

Pacific Utilities Company and the earnings on the total capital 

of thut company during 1957 and, as calculated on the merged 

properties, giving effect to estimated savings in operating 

e:cpenses, are shown :Ln the following tabulation: 

Book Earnings on 
Value Total Capital 

California-Pacific Utilities Co. $21.61 
Merged properties 22."93 

5.713% 
5.727 

From a review of the financi~.l stB.ternent, it appca;l"s th::.t 

the net operating revenue~ of Southern Ut~b Power Com,any shoUld 

be :..-np1e to service the securities which Clllifo:rnia-P~cific 

Utilities Company proposes to issue, including the maintenance of 
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11 
the current annual dividend on the common shares. In addition, 

it is estimated that at the outset annu.?l savings of $38,016 will 

be effected by the elimination of certain general and administra­

tive expenses. 

Conclusions and 'Findings 

I.n our opinion the conclusion is warranted, on the basis 

of the information before us, that the merger 'will not constitute 

a drain on the present operations or a burden on the present cus­

tomers of California-Pacific Utilities Company. Moreover, it 

appe:lr~ that the merger of the two corporations Will result in 

economies 1n operations ~~d that the surviving corporation, with 

y 
The relationship of the reported 1957 net operating revenues 
of Southern Utoh Power Company, on the one hand, to the added 
finanCial requirements of the surviv1ng corporatio~on the 
other hand, 1s shown in the folloWing tabulation: 

Operating income, Southern Utah 
Power Company, year 1957 

Interest on long-term debt issues 
to be exchanged -
First mortgage bonds -

Series G, 4%, due May 1, 198'6 
Series H, 4-3/4%, due May 1, 1986 

Net income 

Preferred stock dividends -
Cumulative convertible, 5-1/2% 
series, 14,970 shares, $20 par value 

Income available for common shares 

No. of common shares to be 
issued in exchange 

Earnings avail~ble, per common share 

Current dividend, per common share 
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$45,120 
61,9S8 

61,296 

$243,693 

107.108 

$136,585 

$ 16,.~67 

1120,118 

$1.96 
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its greater assets and earnings, should enjoy a more advantageous 

position in the financial community upon which it is dependent for 

~~d$ to meet the c~pital requirements. We therefore find that 

the proposed merger 'Will not be adverse to the public int€!rest, 

th~::.t the money, property or labor to be procured or paid for by 

the issue of the securities herein author1zed is reasonably 

required for the purposes specified herein, and that such pur­

poses are not, in w.nole or in part, reasonably chargeable to 

operating expenses or to income. 

The action taken herein shall not be construed to be a 

finding of the v'uue of the properties referred to in this applic.:l­

tion nor as indicative of amounts to be included in a future rate 

base for the purpose of dete~ining just and reasonable rates. 

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

The Connnission having considered the above-entitled. 

matter and being of the opinion that a public hecring is not 

necessary and thst the application should be granted, as herein 

provided, therefore, 

IT IS HEREBY ORQERED as follows: 

1. California-Pacific Utilities Compony may enter into 

~n 3{!rCeIJlent of merger a.."ld may execute its Eighth Supplemental 

Indenture, dnted us of M~,y 1, 195$ and its Ninth Su.pplement~l 

Indenture, also d~ted us of May 1, 1958. 
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2. California-Pacific Utilities Comps.ny, on and after 

th~ effective dD.to hereof and on or before December 31" 1958" 

may issue its first mortgage bonds and shares of preferred and 

common stock in aQounts and for purposes as follows: 

a. Not to exceed 61 ... 296 of its common shares" 
~~lO par value, in exchange for and upon 
the conversion of the 91,945 outstanding 
shares of common stock of Southern Utan 
Power Company, ~~lO par vtl.lue. 

b. Not to exceed 14,970 of its 5-1/2% 
CUmulative Convertible Preferred Shares, 
$20 par value, in exchange for snd upon 
the conversion of the 2,994 outstanding 
shares of Southern Utah Power Company's 
5% P;ererred Stock" $100 par value. 

c. Not to exceed $1,128,000 aggregate prin­
cipal amount of its First Mortgage Bonds, 
Series G, 4%, due May 1, 1986, in exchange 
for and upon the surrender for cancellation 
of ;1,128,000 outstanding principal amount 
of Southern Utah Power Company's Fj.rst 
Mortgage Bonds, 3~1/2% Series, due 19$1. 

d. Not to exceed $1,,305,000 aggregate principal 
amount of its First Mortgage Bonds, Series H, 
4-3/4%, due Moy 1, 1936, in excha~r.Be for and 
upon the surrender for cancellation of $915,000 
outstanding principal amount of Southern Utah 
Power Companyr s F,irst ,Mortgage Bonds, 4-1/4% 
Series, due 1982 o.nd ~?390,OOO outstanding 
principal amount of 4% Debentures, due 
J,anuary 1, 1971 ~ 

3. Califomia-P.acific Utilities Company, from time to 

ti~e, may issue such number of its common shures, $10 par value, 

as shall be required to be issued upon conver~ion of all or nny 

part of its new series of 5-1/2% Cumulative Convertible Preferred 

Shares. 
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4. California-Pacific Utili ties Company shall file wfth 

the Commission a monthly report, or reports, as rc~uired by 

General Order No. 24-A, which order, insofar as applicable, 

is made a part of this order. 

5. The authority herein granted wil'l become effective 

when California-Pacific Utilities Compnny has paid the fee 

p:'cscribed by Section 1904(~) of the Public Utilities Code, 

which fee is $1,716.50. 

Dated at .~ ___ S:ln __ Fra.n __ ClSC_O ___ , California, this 

dffl9;ti day of ~~~"--~~ 

) 
P,resident 

~ PUBLIC l.lrll.lT!t:S COMM~SSlONI" 
I :STATE OF CAl.JPORNlA 

i L-..CI -;--:J/~_' '~I~ "1 
~ 1371 \ I I 
f ,L\PR 29 1958 /'i I 

1.. O'rc:~.~l 
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