Decision No. /4 3 77’-

BEFORE TEE RAILROAD COMMISSION OF THE STATE COF CALIFORNIA

In the Matter of the Applicetion of)
TUQLUMNE COUNTY ELECTRIC TOWER AND)

LIGHET COMPANY, )

a corporation, and Paciric Cas and )
Zlectric Company, & corporation, )
for an order of the Railroad )
Commission of the State of )
California suthorizing the former )
to sell and convey. and the latter )
to purchase and acquire the propexr-)
ties referred to in this spplica=- )
tion. )

Applicction No. 14278.

F. D. Madison, for Tuolumne County Zlectric
: Power and Light Company.
C. P. Cutten, for Pacific Gas and Llectric
gompany.

BY THE COMMISSION:

QPINION

In this epplication the Reflroad Commission is asked %o
make an ordeé authorizing Tuolumne County Electric Power and Light
Compeny to sell, for $160,500.00, to Pacific Ges and Electric
Company, its public ufility properties and business, under and in
accordance with the provisions of an agreement of sale, dated
‘December 9, 1927, and, upon the sale and conveyance of such proper-
fies and business to Pacific Gas and Electric Company, to ceése
furnishing and supplying eleciric energy in the territory in which it

now operates.




The application shows that Tuolumne County ZElectric Power
end Light Company is & public utility engaged in the business of
ddstributing and selling electric emergy for light, heat and power
purposes in the City of Sonora and the Towas of Columbia, Jamesiown,
Stent and Quartz and in adjacent and intervening terxitory, all in
Tﬁolumne County. Thé company purchases the energy it distributes
from the lines of the Pacific Gas and Electric Company at Somore
ﬁnd distributes it to about 1,150 consumers. It reports its
operating revenues during 1927 at {58,496.82, its operating expenses,
including depreciation, at $44,047;98 and its net operatlng revenues

at §14,448.84.

It appears that tkose in control of the affairs of
Tuolumne County Electric Power and Light Company desire to withdraw
from the public utility business and to that end have made arrange~
ments, under the agreement dated December 9, 1927, to dispose of the
utility properties to Pacific Gas end Tlectric Company for $160,500.,
payeble in cash, transfer to be made free and cleer of all liens and
encumbrances.

The properties to bte tramnsferred, according to the agree-
rzent, include "the vendor's electric transmission and distributioﬁ
systex in the éity of Sonora and in unincorporated territory in‘the
County of Tuolwmne, and all substations, transformers, meters,
electricel appliences, spparatus and eguipment, electrical materials
and suppliss on hend (except those which are hereinbelore exﬁressly
excepted from the opefations of this egreement), automobiles, trucks
and other conveyances, all tools, machinery and mechanical deviges,
1ts business of selling =nd distribduting electricity and the goo@
will of such dusiness, all franchises for the construction, mainten-
ance.and operation of its electric lines and systems, all rights of

way, easements, leases &nd contracts for the purchase end sale of

electric energy.™
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in inventory and appraisal of the properties involved in this pro-
ceeding was made by the Commission’s Enginecering Department in conngc—
tion with Case 2889, and the historicel coct, as of December 31, 1925,
estimated at $95,190.00. Applicants now report in Exhidbit 3, filed:in

this proceeding, nct additiors during 1927 of ©£5,055.29 which, added %o

the §96,120.00, brings the total up to $101,245.29. In addition, an
m

inventory and appralsal was made by J. T. Ryan, valuation englneer of
Tacific Gas and ﬁxectric Company, who estimates, as shown in Exhibit S,
the reproduction cost new, as of December &, 1927, at {113,041.00. No
deductions were made by J.T.Ryan Irom either the estimate of originall
cost or als estimate of reproduction cost new on account of depreclation.
It will be observed that the purchase price of $160,500.00 is con-

siderabdly in excess of eny of the valuation Tigures subnitted. A.F.
Hockenbeamer, nraesident of Pacifiec Gas and Zlectric Compery, testified
that such purchase price was aetermiﬁed by negotiations between repre-
senvatives of the two companies. Thou@h.in his opinion the purchasing
coupeny may earn & falr return on the purchase price, we do not velleve
taat it Is in tho public interest to permit the Pacific Gas and Electric
Company to charge all of the $Ll30,500.00 to Tixed capisal accownts. In
this comnecilon we might call attentlon to the fact Thet the Commission
has repeatedly held that where utilities were paying more for public
usility properties than the actual or estimated historical cost of said
royertles, Including land ai »resent value, the difference between suca
cost and the purchese price should be charged to surplus and not capi-
talized through the lssue of securities. Reference 1s here nade to
some of tihe Commissionts decisions relating to this matter. (See 12
C.R.C. 4853 16 C.R.C. 782; 21 C.R.C. 853; 28 C.R.C. 585; 28 C.R.C.635;
28 C.R.C. 351; cnd Decision No. 18775,3ept. 10,1927. )

IT the Paciric Gac and Tlectric Company acouires the properties
it may not charge to Tixed capltal accounts more than $101;245.29rplus
the cost to the Tuolumne County Zlectric Power and Light Company of addi-
sions and betterments from December 31,1927 to the dato of the transfexr
of the properties. It may charge to Account 1ll7-materials and supplies,

o




® ®

the cost to the Tuolumne County Electric Power and Light Company of the
materials and supplies transferred. The balance of the price paid for
the »roperties by %the Pacific Ces and Electric Company mist be charged
to Account 508,miscellancous debits to profit and loss.

It is urged, in support of the application, that Tthe two systenms
are alfeady interconnected so that the »romerities of Tuolumne County
Blectric Dower and Light Company can be operated oy Pacific Gas and
Tlectric Company with but few additions to its present organization and
that the latter compary, decause of its more complete orgenization and
greater financial resources, can oporate such proverties more efficient-
1y and econohically ard improve the service and develop additional busi-
nesSSe

CRDER

Application having been made to the Railroad Commission by the

Tuolumne Counvy Electric Power and Light Company to sell. certain of its
ropexrtios to Pacirie Cas and Electiric Company, which company asks per—

mission to purchase and acquire sald properties, a public hearing having
teon held before Zxaminer Fankhauser and the Railroad Commission belng
of the opinion that the transfer of the »ropertlies is in the public in-
terest, provided such transfer 1s made in accordance with the terms and
provisions of this oxrder:

IT IS HERZEY ORDERED taat Tuolumne County Electric DPower and
Light Company be, and it hereby 1ls, authorized to sell and conveay on or
before June %0, 1922, %o the Pecific Gas and Tlectric Company, and Pacific
Gas and Zlectrlc Company be, and it hereby is,authorized to purchase and
acquire all of the proverties which the Tormer has agreed to sell to the
lattor in the agreoment of salc dated December 9, 1927, a copy of which
is on file Iin thic proceeding.

IT IS HEREEY FURTHZR ORDERED that Pacific Gas and Electric Company
shall charge to Tixed capital accoﬁnt,as that term is defined in the TUni-
form System of Accounts for Electrical Corporations ﬁrescribed by this

Commission and effective on Januwary 1, 1923, not
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more than $101,245.29 plus the cost of additions and betterments
from December 31, 1927 %o the date of the transfer of the properties;
that it shall charge to Account ll7-Materials and Supplies, the cost
to the Tuolumne County Electric Power and Light COEPamf'of the mater-
ials and supplies transrerréd, and shall charge the difference between
the amount paid to the Twolumne County Electric Power and Light Company
and said $101,245.29, sald coat of additlons and betterments and said
cost of said materials and cupplies, to Adccount 508, Miscellaneous
debits ¢o profit and loss.

IT IS EEREBY FURTEER ORDEREZD that Tuolnmne Countyﬂnlectric
Tower and Light Compeny be, and it heredy is, authorized upon the
sale and conveyance %o Pacific Gas and Electric Company of the pro-
verties herein authorized to be sold and transferred, to cease ur-
nishing and sdpplying electric energy in the territory in whiech 1t
now furnishes electric energy by means of such,propefties. |

IT IS EEREEY FURTEER ORDERED that Pacific Gas and Electric
Company within thirty (30) days after acquiring ownership and possess-
ion of the »roverties nerein authorized to be transferred, shall file
with the Commission a certified copy of the deed or other instrument
of conveyance, and also & copy of cach and every book keeping entry
entered on 1lts books to record the aforesald transaction.

D IS EEREDY FURTEIR ORDERED thet Tuolumme County Zlectric
Dower and Light Company shall file with the Commission & report, on
the regular anmual report forms prescrided by this Commission, cover-
ing the period from January L, 1928, down To the date upon which it
ceases its public utility operatioms, said report to be riled within

tkirty (30) days after the transfer of the aforeseld properties.




.
w

IT IS TERWEY FURTEER ORDERED that the authority herein

granted chall become effective twenty (20) days from the date hereof.

DATED &b San Francisco, Californmis, this 4é &  gday of

Februé.ry, 1928.

Comml ssi oners,.




