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Decision No .. -78348 " 

BEFORE ~ PUBLIC OTILITIESCO~USSION OF T.BE S~TE OF CALIFORNIA 

In the Matter of the Application 
of .• 

, CALIFORNIA-PACIFIC UTILITIES 
COMPANY and SOUTH TAHOE GAS: CO .. 

) 
) 
) 
) 
) 
) 

for an order authorizing ) 
(i) South Tahoe Gas Co· .. to transfer ) 
its business and assets <md related ) 
operating ri9hts to californi~- ) 
Pacific Utilities Company and ) 
(ii) california-Pacific Utilities ) 
Company to issue its socurities, ) 
to assume tho liabilities of, . ) 
South Tahoe Gas Co. and to ') 
encumber properties.. ) 

------------------------------~) 

Application No.. 52415 
Filed January 21, 1971 

California-Pacific Utilities Company and South Tahoe Gas, 

Co. seek an order of the Commission authorizing the 'latter to· 

transfer its publie utility b.l.l:siness and assets, including its 

operating rights, to Califoniia-Pacific Utilities Company, and 

~uthori%ing tho former (1) to ~ssume liabilities of South Tahoo 

Gas Co.: (2) to issue $764,0:00 principal amount of bonds; 

(3) to execute and deliver a supplemental indenture; (4)' to 

issue 43,886 CUmulative Convertible Preferred shares~ ~20 par 

value: and,(S) to issue common shares upon conversion of the 

Convertible' Preferred shares .. : 

California-Pacific utilities Company is a C~lifornia 

corporation owning and operating public utilityelec'cric,. .9as , 

water and telephono 3ys~ems in'C~li£orni~ and Ncvad~; elcc:t:ric, 
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gas and telephone systems in Oregon; ~nd electric systems in 

Arizo~ ana 'O'~h. South Tahoe Gas Co. is a California corporation 

owning and operating a pUblic utility gas distribution system in 

South L~ke ~hoe and adjacent terri tory in El Dorado- County .. 

South. Tahoe Gas Co.. proposes to transfer 1tS business 

and substantially all of its assets to California-Pacific' utilities 

Company in exchange for 43, SS6 of the latter' s 8% Cumulative 

Convertible Preferred shares, $20 par value, and the assumption 

of debts and liabilities of the former, all pursuant to a Plan 

and Agreement of Reorganization, a copy of which is attached to-

'the applicCltion as Exhil:>i t, C ~ According to the application, the 

number o.f preferred shares whieh the transferee woulQ issue as a 

part of the consideration was detenninedby am's length negotia":,, 

tions, and the aggregate Pllr value of such shares is· approximately 

equal to the stockholders' equity of the transferor~ ~id 

Cumulative Convertible Preferred shares would be convertible after 

January 1, 1974 into common shares of the transferee on an initial 

conversion basis of 1-1/4 common shares for each Convertible 

Preferred share surrendered for conversion. 

Included among the debts and liabilities to be assumed 

are the outstanding balances of first mortgage notes held by 

Pacific M\ltual Life Insurance Company in the amount of approxi

mately $764,000. C(!llifornia-P~eific Utilities Company proposes 

to. issue a like amount of its First Mortgage Bonds, series Q" 
.. 

6-1/&'-', due December 31, 1985, to such holder in exchange for the 
' .. 

outstanding first mo~rt'9age notes. S~id bonds would be issued 
I 

pursuant to Zl propose a Eighteenth Supplemental Indenture', ~nd the 

existing mortgage securing ~~id notes would be exting\lished. 
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Capitaliz~tion ratios of Californi~-Pllcific Utilities 

company at september 30, 1970, and a.s adjusted to, 9ive effect 
. 

to the issuance of the $1,000,000 Sinking Fund Debentures and 

$2,000,000 aggregate par value of CUmulative PreferredSt?Ck 

authorized by Decision No. 78163,. dated January 13,. 1971,. in 

Application No·'. 52349, and to. the bond and preferred stock 

issues proposc~ in this proceeding,. are summarized, from Exhibit 

B, attached ,to" the application,. as follows: 

Long-te:z:m debt 
Preferred stock, 
Common stock eqlii ty 

Total 

Sept •• 30,. 
1970 

SS.2% 
2';'7 

42.1. 

53. .. &'''. 
7·~4· 

38.;8;, 

'100;'9% 

According ·to the application, the . transferee beli'eves 

that operating economies can be achieved by means of the.' proposed 

acquisition, inasmuch as it already has substantial experience in 

the type of public utility service involved in th~is proceeding:. 

In addition, future growth of the gas system proposed to be. ac

quired could be more readily financed by California-Pacific 

Utili ties Company because of its size and the marketability 

of its securities. 

After consideration the Commission finds· th~t: 

1. 'I'he proposed transactions and documents would· 
not be adverse to the public interest. 

2. The pro~osed stod~ and ~ond issues are for 
proper po.rposes. 

3. The money, property or labor to be procured or 
pa~d for by the issues of the stock and bonds 
herein ~uthorized is re~sonably required for 
the purposes specified herein, which purposes 
are not,. in whole or in part, reasonably ch~r90-
able to· operating expenses or t~income. 
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, .. 
-' ,-, 

On the basis of the fore90ing-findings we conclude·that 

the application should be granted. A public hearing is not 

necessary. 

In issuing our order herein, we place California-Pacific 

Utilities Company and its shareholders on notice that .we do not 

regard the number of shares ou.tstanding, the total par value of I 

the shares nor the dividends paid as measuring the return it 

should be allowed to carn on its investmont in pl~nt~ and that 

tho authorization herein granteo is not to be construed as a 

finding of the value of the company· s stock or properties', nor 

as indicative of amounts to be included in proceedings for the 

determination of just and reasonable rates. 

ORDER ..... -- ..... ~ 
" 

r'r IS ORDERED that: 

1. california-pacific Utilities Company and South 

'l"~oe ~s Co. may enter into ~cl carry out the terms of a Plan 

and Agreement of R.eorganization, which document shall be in the" 

same fO%m, or in substantially the same form, as Exhibit C,. 

attached to the application. 

2. South Tahoe Gas Co. tlay transfer all' of its public 

utility business and assets, including its operating rights,. to' 

california-Pacific Utilities Company and-,' upon consUI:lm.ation of 

the trllnSfer, the former shall 'be relieved Qf all further public, 

utility obligations in connection with the operi:ltione of the public 

utility business to be transferred. 
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3. californi~-Pacific Utilities Company may acquire 

the assets and related operating ri9hts and mZly aSSur.1e the 

li.abilities of South Tl'hoe ,Gas Co., as set forth in the 

ap?lication. 

4. california-Pacific utilities Company, on or 

after ~e effective date hereof and on or before June 30, 1971, 

for the purpose set forth in the application, m~y issue not 

excec<:ling $764,000 principal ~ount. of its First Mortg39'e Bonds, 

Series 0, 6-1/ao", due December" 31, 1985, and may execute and 

deliver an Ei.gb.tecnth Supplemental Indenture in the same form, 

or in substantially the same form, as Exhibit D attached to· 

the application. 

S. ~lifornia-Pacific utilities company, for the 

purpose specified in the application, may issue not exceeding 

43,886 of its CUmul:ltive Convertible ~eferred shares,t $20 par 

value and, frot!. time to time after January l, 1974, may issue 

suCh number of its common sharos as may b~ required to be issued 

upon the conversion of said Cumulative Convertible Preferred 

shares, Zleeording to the tems and conditions set forth. in this 

proceeding. 

6. t'1ithin five days after consUInl'Ilation of, the tr:lnsfer 

herein authorized, California-Pacific Utilities company shall 

file ~th the Commission, by advice letter, a Notice of Adoption 

of the presently filed tnriff schedules of South Tahoe G;:ss Co., 

in ac<:<:>rdanee with Section III.C. of General Order No-. 96-A. 

7. ~he tariff schedules of South Tahoo Gas Co., now 

on file with this Co~~ission, shall ~e refiled within six ~onths 

after the effective date of the transfer herein authorized under· 
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the n(;mle of California-Paeific Utilities Company, in accordance 

with the requirements of General Order No. 96-A, except that 

california-Pacific Utilities Compallym~y withdraw such rules, 

conditions and standard forms of South Tahoe Gas Co. as are 

sUbstantially identical with those of C~lifornia-Pacifie 

utili ties Company, and the withdrawal of whi<:h will not res.ult 

in increases in rates nor more restrictive conditions than.the 

presently filed tariffs of South T~hoe Gas Co. 

S. ';'1ithin thirty dnys after consummation of the 
i 

transfer herein au.thorized, California-Pacific Utilities company 

Shall notify the Commission, in writing, of that fact. 

9 - California-Pacific utilities. Company shall file 

with the Commission a report, or reports, pertaining to the 

bonds and preferred stock, as recruired by General Order No. 24-B, 

which order, insofar as applicahle, is herebyxnade a part of this 

oraer. 

10. Within sixty days after consummation of said 

transfer, C~lifornia-Pacific Utilities company shall file with 

the Commission a copy of each journal entry used to record the 

transfer on ,its books of account. 

11. On or before the end of the third mon'th after the 

consummation of the transfer herein authorized, California

PZlcific Utilities Company shall cause to be filed with the 

Commission, in such form as it may preseribe,anannual report, 

or reports, related to the opera~ions of South Tahoe Gas C~~ 

for the period commencing with the first day of the current 

year to and including the effective date of the tr~risferl in 

addition to the annual report required to be fileclwith the 

Commission for the year 1970. 
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l2. T'a.is order shall become effective when Cnlifornia-

Pacific: Utilities Company has paid the fee prescribed 'by section 

1904.1 of the Public Utilities Code, which fee is $1,756,. 

california, this.' /1 ~- / D::lted ~J: ____ S8Jl __ Fr:m __ cl!_c_o'_---I 
~~~ 

day of ___ F_tl)_K....;,U_A;.;.RY.;...... __ , 1971 .. 

PUBLIC UTlLlTJES COMMISS!ON 
STATE OF c:.u.IFOR.."I:lA. 

-----~--. ...;----;;;;--'.~-"!---- -:" '. 

~ 

. . 

Comm1s::1onor VlU11amSYtIlons.. :rr:;;.~', being 
nece~sar1ly o.bsent~ .d1dnot.'part1C1pate ' 
1n the <11spos1't1oXl o~ tl:t1s· proceodUIg.: 
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Commissioner VornonL. StUrgeon ... · being., 
neco~:::.a.rlly o.'b:ent~. did' :c.ot.j:)o.~1c1~'te .. 
1n:tb.e dispos1t.1on' ot·, th1s"procood1ng;.,' ' 

. .' "','." I 


