
• -
Decision No. ,tt 31"· 

BEFORE THE RAILROAD COMMISSION OF TEE Sr.A.TE OF C1J.IFORNIA. 

In the Uatter 01' the Application 01') 
TUqI."tlMNE CO"V"NrY ELECTRIC I\O~...R .A1""D) 

LIGHT COMl?.iu.'\lY, ) 
a corporation, and Pacitic Cas and ) 
~lectric Company, a corporation, ) 
tor an order of the ~i1road ) 
Commission or the State of ) 
California authorizing the for.mer ) 
to sell and convey. and the latt.er ) 
to purchase and acquire the proper-) 
ties reterred to in this applica- ) 
tioD.. ) 

Applicut10n No. 14278. 

F. D. ~adison, for Tuolumne County Electric 
Power and Light Company. 

C. J? Cutten, tor Paei1'ic Gas and ~lectrie 
Coml? any • 

BY TEE COMMISSION: 

OPINION 

-
In this applic~tion the Re1lroad Commission is a~~ed to 

make an order authorizing Tuolumne County Electric Power and Light 

Co~pany to sell~ tor $160,500.00, to Pacific Gas and El$otric 

Company, its public utility properties and business, under and in 

accordance with the provisions ot an agreement of sale, dated 

'December 9, 1927, and, upon the sale and conveyance 01' such proper

ties ~d business to Paoi:ic Gas and Electric Company, to cease 

turnishing and supplying electric energy in the territory in which it 

now' operates. 
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The application shows that Tuol'l.ll:lD.e County Electric Power 

and Light Company is a public utility engaged in the business or 

distributing and selling electric energy tor light, heat and power 

purposes in. the City ot Sonora and the Tovrn,s or Columbia, .Ta:nestown, 

S'~ent and Q.uartz and in adjacent and intervening territory,. all in 

Tuolumne County. the campany purchases the energy it distributes 

from the lines o! the Pacific Gas and Electric Company at Sonora 

and ~1stributes it' to about 1,150 consumers. It reports its 

operat1:c.g revenues during 1~27 at :ii;58,4~6.82, its operating expense~s, 

including depreciation, at $44,047.~8 and its net operat1llg revenues 

at ~14,.448.~. 

It appears that those in control of the atfa1rs of 

Tuolumne County Electric Power and Lisht Company des·ire to withdraw 

~rom the public utility b~siness and 'to that end have made arrange

ments, under the agreement dated December 9, 1~27, to dispose of the 

utility properties to Pacitic Gas and Electric Company tor $160,500., 

paya~le in cash, transfer to be made tree and clear of all liens and 

enctllItb:rances. 

~e properties to be transterred, according to the agree

ment, include' Wthe vendor's electric transmiss10n and distribution 
" ' 

system in the City of Sonora and in unincorporated territory in the 

County of ~uolumne, and all substations, transfor.mers, meters, 

electrical appliances, apparatus and e~u1pment, electrical materials 

and supp1118S on hand. (except those wh1ch are hereinbefore e;""1?ressly 

exoepted from the operations of this agreement), automobiles, truoks 

and other conveyances, all tools, machinery and mechanical devices, 

its business of selling and distributing electricity and the good 

will ot such bus1ness, all franchises ror the construction, mainten

ance and operation of its electric lines and systems, all rights or 

way, easements, leases and contracts tor the purchase and sale or 

electric energy.~ 
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.An inven-~ory o.nd al'l'raisnl oi' the properties involved in this pro-

cead.ing. was :made by the Co::Dnission' s Engineering Department in conne c-

tion 'wi th Cac0 2289, o.nd the histo:1cal co st., 0.$ of December :31, 1925.~ 

estimat&d. at $96,190.00.. .A.PJ?lic~ts now report in EXhibit S, t'iled ·in 

this proceeding, net addltiol:s during 1927 of *5,055.29 which, added. to 

the ~;9~,.190.00, brings the -eotal up to $10l,245.29. In addition, an 

inventory- and ~ppra1s111 was made by- J. T. Ryan, valuation engineer ot 
?o.cii'ic Ge.S :.lnd. Electric Company, who esti:ro.ates, as shown. in ZXbib1t 5, 

the reproduction coct new, a$ ot December 5, 1927, at $113,041.00. No 

d.eductior.s were made by J.~.l\yan trom either the estimate ot: orig1nr:.l 

cost or his estimate of' reprodu.ction cost new on account of depreciatlon. 

It wil~ be observed that the pu:-chase price of $l60 ,500.00 is con

siderably" in excess: ot e.ny ot the valuation figures subm1.tte~. A..F'. 

Rock~nbeo.mer, presid.ent of Paoific Gas and Electric Company, testified 

that such purohase price waz determined by negotiations between repre-

~entat1ves of the two oompanies .. ThouGh in his op1nion the purchasing 

co~pany m~ earn a tair retu=n on the purohase price, we do not bel1eve 

tlul.t it is in .the public interest 'co permit the Pao11'1c Gas and. Electric 

CO::l)!8..nY to charse allot: the :1~160,500.00 to fiJ:ed capital accounts. In 

this connection we might call attention to the tact ·that the Co:mnission 

has r~?eo.te<Uy held. that where utilities were paying more tor pu.bl1c 

ut1lity prop~rt1es than the actual or estimate~ historical cost ot said 

properties, including- land. at :present value, the difference between such 

cost and the l:rtlI"chase prioe should be charged to surplus and not capi-

talized through the issu~ of securities. Reference 1$ here ~de to 

some 01' the Commi.ssion"s decisi.ons :::elatins to, this matter. (See 12 

C.R.C. 485; 16 C .. R.C .. 799-; 21 C.R.C. 858,; 2B C.1\.O. 585; 28 C.R.C.625; 

28 C.R.C. 361; end Decision No. 18775,Sept. 10,l927. 

It the ?acif1c Ga~ and Electric company ac~uires the properties 

it '!W!J.y not charge to fixed capital accounts :!lore than $lOl,245.29. plus 

tho- cost to the Til.olumne County Electric Power and Light CO~:9any of' addi

tions ~~d betterments from December 3~~~927 to the date ot the t~ansrer 

ot the properties. It may char~ to Account 11?-~terials and supplies, 
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the cost to the TUoltlIllJle County Electric :?ower and Light Company ot the 

:J.aterials and supplies. transferred. The balance of the price paid ;f.'or 

the properties by the Pacific Cas and Electric compe~ must be charged 

to Account 508,.miscellaneo'O:s debits to profit and loss. 

It is urgea~ in support of the app~cation~ that the two zystems 

are already interconnected so that the properties ot Tuolumne county 

Electr-lc power and. Light CO::l.po.n,Y C:l:l be operated by Pacific Gaz and 

Electric Comps.ny with b1.lt tew a,dc1.1'tions to its present orsa.nization and 

that the latter co~paI~~ because ot its more complete organization and 

greater :ti~ncia.l resources, can op~rate such properties more ett1cient-

ly' e:l.d econonUcally ar:.d improve tne service and develop additional 'busi-

:less. 

o R D E R 

Application having been made to the Railroa~ Commission by the 

~~olumne County Electric ?ower and Light Company to seLl. certain of its 

properties to Pacific cas and Electric Compa~, which company asks per-

~ssion to purchase and ac~u1re said properties, a public hearing having 

bc~n held betore Examiner Fankhauser and the Railroad Commission being 

or tho opinion. th~t the transrer ot tho properties is in the public in

terest, provided. such transter 1s made in accordo.nce wi'ch the ·~crms and 

pro vi sions 01' '~his order: 

IT IS I1EREBY OBDERED that Tuolumne county Electric Power and 

Co~~any b~, and it hereby is, authorized to sell and convey on or 

before June 30,. 1925,. to the 1'aci1'ic Ga.::: and Electric com.pany, and. Paeitic 

cas and Electric Company be, and 1t hereby 1s,o.uthor1zed. to purchase aDd 

acqu1ro all of the :properties which the 1'ormer has agreed to sell to the 

lattar in the ~s=eo~nt ot sa:c d~ted December 9,. 1927~ a copy of which 

is on file in this proceeding. 

IT IS HEREBY Tv~TH~ ORDERED that Pacific Gas and Electric Company 

shall char50 to fixed capital account,as that te~ 1s defined 1n the uni-

form. System. of Accounts for Electrical Corporations prescribed by this 

CommiSSion and ettective. on Januar.r 1,. 1923, not 
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~ore than $101,245.29 plus the cost or additions and betterments 

from December 31, 1927 to t~e de. te 0-:: the trans!"er of the pro:pe rt·ies; 

that it shall charge to Accoun.~ 117-Materie.ls and Supplies, the cost 
" -,," 

to the Tuolumne County Electric ?ower and ~ight Com~any of tho mater-

ials. and suppl1.e.s transterred, and sha1~ charge the ditterence between 

the amount pa.id to the Tuol'Ulmle County ElectriC: Power and Light company 

and said $101,245.2$,. said. coot or additions and betterment.s and said 

cost of said :c.e.terials and supplies, to Account 50S, :Miscellane<>us 

debits to profit and loss. 

IT IS HEREBY FURTHER ORDERED that Tuolumne County Electric 
;- ~,' ~ ~ ,f!.. 

~ower and Light company be, ~d it hereby is, authorized upon the 

sale and conveyance to ?ac1f1c Gas and Electric company of the pro

perties herein authorized to be sold and transferred, to cease :1'Ur

nisb,1ng and suppl.y1ng electric energy- in the territory in which it 

now tu=n1sb.es electric energy by means of such properties. 

IT IS HEREBY ]~RTHER ORDERED that ~aciric Gas and Electric 

Com.pany VIi th1.n thirty (30) days attar acquir1D,g ownership' and possess

ion ot the properties herein authorized to be transferred, shall tile 

wi th the Commission a certitied copy of the deed or other instrument 

or conveyance, ~~d also a copy of each and every book keeping entry 

entered on 1ts books to record the atoresaid transaction • . 
IT IS EZREBY FURTBZR ORDERED that Tuolumne County Electr1e 

?ower und Light comp~ shall file· with the Commission a reportp on 

the regular annual re:port forms p=escribed. by this commiSSion, cover-

1ng the period from January 1., 1928', down to the date- upon v;hil:h it 

ceases its public utility ope=at10ns, said report to be tiled ~ith1n 

thirtT (30) days atter the transfer of the atoresa1d properties. 
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IT IS EEREBY FURTHER 0P~E.~ that the authority herein 

~anted shall beco~e effective twenty (20) days from the date hereof. 

DATED at San Francisco, Calitorn1:l, this 16 q day of 
. . 

Fe'br\lo.ry, 1928. 

I -::' Commi ssioncrs.... .-' 


