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3TZTORE TEE RATLROAD COMMISSION OF TES STATE OF CALIFORNIA

In the Matter of the Application of )
PACIFIC GAS AND ZILICTRIC COI».".?AN.‘.’. )
a cor'oore.tion, for an order of the )
Reilroad Commission of the State of )
Celifornie determining thet part of )
the payments made and to be made by )
gpplicant under an sgrooment dsted )
July 19, 1922 with the Yuba Develop~) Application Fo. 12892
ment COmpany which shall be charged )
by epplicant to Invesiment or fixed )
capital sccount. )

C.r.Cutten and R.T.DuVal, by R.V.DuVal, for applicant.

C.J.Grean, for rederal Power Commiesion.

BY THE CQZLISSION:

In this proceeding the Rsilroed Commission i1s scked to
geternine and fix by order, that part or portion ¢f each of the
semi-~annusl payments to be mede by Pacific Gas and Electric Com=
pany %o thze Yubs Development Compsny(mow Yuba River Power Conpany)
mnder and pursusnt to the fterms snd provisicns o an agreoment‘
deted July 19, 1922, which shall be charged by applicant to cap~
ital investment or Zfixed cepitel account. ‘

L copy of the agroement to which reference has heen nade
bas been filed in this proceeding o5 fpplicant's Exhidit B. It
evpears that the agreement, smong other things, provides for the
»aising by Yuba Development Company of its dem constructed acrbss

sne NortaFork of the Yubs River, Yube Comnty, for the construction

by Yuba Dovelopment Company below cald dam of o hydroeleectric

gererating plent having an instelled cepscity of 8125 X.V.i.. to
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operate wndiexr & maximum gross read of 175 feet and fully equipped

with modern machinery capsble of generating 6500 X.W. 0% clectric
powers for the obiaining of rights of way and construciion thereof

of an electric transmisszion line, together with all necessary facii-
ities and sppliances extending ZLrom the sald generating plant to
applicent™s Colgate power house in Yuba Cownty; for the construetion
in connection with the generating plexrt ¢Z the regquisite transformers,
outdoor oil and alr switches &t the vlant, air switches at the Col-
gate power house, buildings for hkousing overaters st the plant,
roeds, sewaer systems and disposel facllitles, water supply systenm,
vard lighting, fire protection system, permanent garage and ware—
house and sll other necéssary fixtures and asppliances to complete

the project ready for operation: and Lfurtker, to obtain all nececsary
government vermits in comnection therowith.

The egreoement of July 19, 1922 further provides for the
lessing anl letting by the Yube Development Company to the Pacifie
Ges snd Zlectric Company of all the work $o de performed wnder the
egreonent, oI the aforesaid dam snd the site whereon the same was
constructed, and Tthe right by means thereof to impound snd use the
waters flowing and to flow in the Nortk Fork of tho Yude Rivé;/%%sppt
otherwlige provided in the agreoment, together with the hydroelectrie
generaving vlant and tae eiectric transmigsion line and sll permits
and rights of way for the comstruction, maintenanceland operation
theredf for the full term of 25 years from and after the date of
the completlon of sll of said work, for the yearly rental of & sum
e~ual to elght percont of the actual cost of raising the dam, con-
structing snd eculpping the power plant and conatructing the electric
transmission line, provided, however, that in no event shall the
Pacific Gas snd Electric Company be obligated t¢ pay a rentel upon
e sum in excess of $1,150,000.00, oven though the actusl cost of the

pro ject shall exceed said sume. The rontal skall be paid semi-~
annuallye
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The agreement further nrevides that at the expiration of
the 25-yesr term the dem and site and right to impound ard use
water, &3 mentioned in sald agreement( the reserveir to have a
storage cavacity et 2ll times of at least 7500 acre feet) the gon-
erating plent and the land whereon the same is constructed, the
electric trenmsmicslon line and sll permits and rights of way shall
boiong and become the 30le vroperty of the Pacific Gas and Eleciric
Company, free and cleax o all liens and encumbrances without the
vayront of any further sum. The Yuba Development Company, its
suceessors or assigns agree to execute to the Pacific Gas and Zlec-
tric Company at the end of the 20-year torm, a good and sufficient
dead to tho properties.

I% is of record that the ovroject was completed on or about
Norch 1, 1924 and placed in operation on March 15, 1924. The
Racific Ges and Electric Company sccepted the project on ifarch 1,
1924, The testimony shows that th& total cost of the project was
$1,365,462.46. TUndor tho agreement the Pacific Gas and Flectrie
Corpeny ic odligated to vay a3 rent f£for the properﬁies referred to
in such agrecement an amount equal ¢ eight vercent on 51,150,000
Suck payment is to be made semi~-annuslly fof a term of 25 years.
Tee total sum of noney which the Pacific Gas and Electric Company
zust pay under the terms of the agreement, exclusive of overating
expenses, which must be borne by Pecific Gas and Electric Company,
is $2,300,000.00.

The Fedoral Power Commission has granted tc the Tuba Dovelop~-
ment Company & permit to construct the plant. JArticle 29 of the

Pedoersl Power Commission license rezads a8 follows:-




"In view of the conditlions under which the vroject to
te covered by this license is t0 be conmsitructed by the
licensee and of the provisions of sald agreement between
“he licensee and the lessee covering the transfer of the
proverties and the smount and ranner ¢f the payment
taerefor wnder said agreoxent, the amowvmt wihich the lessee
nay set up on its invesiment or fixed cspital sccount,
if and whon the license ls transferred to the lessee
shell not exceed the investment ¢f the lessee in said
properties as determined in accordance with the system of
accounts proescribed or to be prescribed by the Commission,
provided that the part 0f the payrments made by thre lessee
in accordence with sald agrecement whlch may be charged to
investment or fixed capital sccount shall be as determined

* by the Californfia Reilroad Commission.™

According to the record, Ariticle 2% of the Federsl Power
Commission license iz the basis for this application.

It does not aceur to me thet any of the provisions of
Article 29 require or expect this Commiseion to detormine at this
time, the amourt of the cemi-annual payrents of Pacific Gas and
Zlectric Company that masy or should be charged to Investment or
fixed cepitsl 2ccount. In ordinary sccomnting practise, the cost
of vroperty is not recorded in fixed capital accounts, uwntil title
to such properties is acquired. Iz this instance the Pacific
Gas and Zlectric Company will not, under the torms of the agreement,
obtain title to the properties until twenty-Lfive years after the
date of the completion of the project or on or about March 1,1949.
Whatever payments are made by the Pacific Gas and Electric Company
in the meantime are In the sgrcement deneminated as remt.  The
sgreoment vrovides that Lf the Pacific CGas and Electric Company
dofanldts in paying any installment of remt, s&il its righta may be
cancelled snd terminated at the option of the Yuba Develormont
Conmpany, who may thereupon take possession of the dam, generating
plent end tronsmission line. We sre of the opinfon that it is.
improper Zor spplicant to treat'ss acddltioms to Lts fixed capital,
prior to it securing title to the property, e part of the emounts
pald as rent for leaged property, even though it may be &ruq that

at the end of twenty~five years, subject to the regular paymént of
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the rent, applicant becomes the owner of the property without
further payment. We believe that this application has been

filod-promaturely and that we should make no determination of

bow mach, if any, of the semi-snnusl payments referred to herein
may be charged to fixed capital account, until such time as appli-
sant has title to the properties in gquestion. 1In arriving at

this conclnsion we have considered this matter only from the

vieﬁ point of accounting. How the investment in the proyerties,
or the remnt which applicant has sgreed to pay for the properties
should be trested in a rate proceeding, is not now defore the

Commission, and therefore reserved for future consideration.

Pacific Gas and Electric Company having applied to
the Railrosd Commisaion to determine that part or portion of
each of the semi-annual payments to be made by applicant to
Yaba Development Company uwnder and pursusnt to the agreement
dated July 19, 1922, that may be charged by spplicant to invest-
ment or fixed capital account, & public hearing having been held
before Examiner Fankhauser, evidence having been received and the
matter having been dely submitted, the Commission having consider-
ed this matter and being of the opinion that for the reasons
stated in the foregoing opinion this application should be dis-
nissed without prejudice; therefore,

IT IS EEREBY ORDERED that the above entitled application
Yo, snd the same is heredby, dismissed without prejudice.

Dated at San Francisco, Californis, this ‘ 2/r day
of March, 1927. ~ |




