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AFORE TEE RAIIROAD COMUYISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of
mZ2 BOARD OF TRUSTEES OF T=E= LELAND
STANFORD JUNIOR TNIVERSITY and PAC~
IFIC GAS AVD ELECIRIC COMPANI, a cor-
poration, for an order of the Rallroad
Commission suthorizing the applicanis
%o consumnete o certain agreemeant of
sale axd purchase dated September 22,
1930, etc.

Application No. 16927

P N e N B NP N SNt

C. P. Cutten, for Pacific Gas and
Electric Compaxy;

Norman E. Yalecolm, CLity Aviorney,
for City o2 Palo Alto.

BY THE COMYISSION:

QPINTION

e Railroad Commission is asked to make its oxder
grenving end conferring upon Pacific Gas and Electric Compuny all
necessery permission end suthority to consummate an agreement dated
September 22, 1930, by and bdotweexn Pacific Ges axd Zlectric Company
gndlvhe Board of Trustees o The Leland Stanford Junioer Universivty,

hereinafter sometimes referred to as Stenford University, looking

zoward the purchase dy the Zormer of certain gas properties of the
latter, and authorizing Pacific Gas and Electiric Company, upon
acquiring said properties, to make effective in the territory
served by said properties its filed schedules ol rules and régula—
tions governing ges service, and %o charge ané collect for the gas

service 4o be furnished and supplied, the rates and charges set




forth 1n its filed schedule G-2-N (Revised Sheet C.ReCe No. 349~G).

The agreement of September 22, 1930, a copy of which 13
Tiled es Exhidit "AT, refers to the sale by Stanford Ualversity to
Pacific Ges and Electric Compezy, for $27,810.76, of & gas 8istri-
bution system situate or the university campus apd comsisting of
two=inch and four-inch mains, together with service pipes, axd
rights-of-way of reascpeble width across the cempus Ior the main-
tenance, operation, repair end replacement of sald gas distridutiozn
systenm and any extension or extensions thereol, including feecder
meins. Exhibit No. 1 shows that ithe properties o be sold iz-
clude 46,000 feet of wrought stendaxd black pipe and rittings, 31
valves anéd valve pits and 230 services.

The agreement contains a provision that in the evexnt
the purchase and sale of the property is consumated, the seller
prozises and agrees that 1t will not permit any person, firm or
corporation, other thanm the purcheser, to install, operate o main~-
tein gas melins on the cempus as lomg as The purchaser uses, the gas
distridbution systenm referreld to f0r the purpose of delivering ges

and gas service to {¥s comsmmers. In this conmection it 4is re~

h
ported that/gas properties of Stenford TUniversity now deing sold

0 Paciric Gas and Electric Coxpany have deen leased to and are
Yeing operated by the City of Palo alto, and that the ¢i%y, in
eddition, has instelled certain maims, services, meters and regu-
lators on the campus. At the hearing held in this proceeding,
Norman Z. Lolcolr, City Attorney of the City of Palo Alto, fi;g;
orn. behalf of the city, & petition to intervere and an e.ppl:!.catién
requesting the Commission %o ascertaln end determine the valuve of
all +he property of the ¢ity which forms part of the distridulioz
systex proposed to be sold dy the agreexent.

In 4ts petition for intervention and eapplication, the c¢ity

alleges that it owes on the university campus approximately 1400
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feet of 4&-inch gzas main running Lrom Alma Street and University

'Avenue to the jumction of Quarxry Roed cnd Iighwey, whick main is

used exclusively foxr university sexvice, 610 feet of 2-inch mein on
Yosnsfield Road and Santa Inez to Dolores, 3080 Zeet of l-izck main
on County Road %o throp residence, 64 one helf~inch service coz~
nections, with an everage length of 21-1/2 feet, two one-inch ser-
vices, 261 meters with Littinge and 214 reguletors with Littings.
In addition it is alleged thaat the city has within the last several
yeears replaced certain 2-irnch ges medin and that since October 1,
1929 1t has peaid out in excess 0% $2,000.00 for the adjusting of
82s appliences to the use of rnaturel gos ahd that as a reswlt of
the sole of the propertiez it will lose a net revezue of about
$3,500.00 per annum. The city convends that it should be reimdbursed,
not only for +the vropertiez whickh It omas on the uwniversity campus,
but likewise for the replacement of gasz nain and the adjustment of
gas applizances and that 1t should dYe compensated Lor zeveraunce damege
and going concern valueg. The ¢ity does not »rovest the granting
of tais application, but it does take the position that the Pacific
Gas and Tlectric Coxpeany should purchease the city's properiies on
the wniversity campus and otherwicse reimdurse it, as indicated.
Counsel for cpplicant stipulated that applicext would de willing %o
purchase, at a fair valuation, ary property of the city whick iz situ-
ate on the universify caxpus and which can be uvsed by it. He wes
not willing to stipulate that applicant would compensate the c¢clity for
severance demage or going concern value or for properties whick it
could not use.

It oppears 2rom the record that the City of Palo 4lWw
has been operating the gec .distribution system owned by the univer-
si%y under & loase which cox be terminated by either party on sixty

deys® notice and that the university offered to sell the properties
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whickh are the subject matiter of this application, to the city.
The city, it appears, was not satisfied with the price and there-
upon. the offer was withdrawn with the result that the university
enterod into an agreement to sell the properties to the Pacific Ges
and Electric Company.
Te Xnow of no provision of the Public Ttilities ict which
authorizes the Commission, under the circumstances of this case, %o
make & valuetion of the properties owned by the City of Palo AlTo
and require applicant to purchase the city's propertles a%t & price
rixed.by the Commission. Apparenily the university hes the right
+o termirnate *the lease under vhich the city has desn operating the
properties. The ¢ity in making any expenditures 20 doudt did so in
contemplation that the university might terminate the lease. Tie
believe that the netition for intervention and the application
£iled by the City o2 Pelo Alto chould be denied without prejudice.
In our opinion 4he epplication lherein should dbe granted.
It cppears, however, that some question might exist as Vo the reason-
ablenesc of the purchaze nrice of £27,810.76. . J. T. Ryan, velu-
ation engineer oL Pacific Cas and Electric Company, cstimates, as
‘o July 1, 1930, the cost to reproduce new the propertiecs to be
sransferred, at $30,165.00 znd the cost to reproduce new less de-
prociation at $22,377.00. Ee further estimetes the hAlsztoricel re-
production cost at z2bout £26,495.00 and the historical reproduction

coct less depreciation at cbout 522,370.00. In our opinion, the

purchaser 1in recording the acgquisition of these properties on It:

hooks of account should cherge %o its Tixed capitel accounts the
estimated historicel coct figures, plus additions and betterments,
and should eredit to its depreciation resexve account an amount
represeating depreciation estimated to have accrued on tze properti

at +he date of transfer. Any differcnce between the purchese price




and the ecstimated historicel coszt of the properties, less accrued
depreciati&i, chould be cherged, or crcdited, to the purchasertc
profit and loss saccovar.

The record does not show whet rates are now being
cherged by tte City of Pelo ALlto T0 consumers being served by the
sysvenr walech iz the subjeet matter of this enplication. Pacific
Gas and Zlectiric Company plarz on putting into ¢ffect in tae
territory served, its Sciedule G-2-N, a copy of whick iz filed as
Bxaibit "3r. Tals sckedule provides for the furaniczhing of natural
gas for light, heat axd power service to consumers in other points

within +he San Jose Division in Santa Cleara cnd San Maveo Counties,

and appears o us o be the proper ome under which to supply service

to concumers oz the waniversity cexpucs.

Application heving been Ziled with <the Commission as sev
fortk in the preceding opinion, a public heering having been held
before Examiner Fankheuser, end the Railroed Commissiorn deing of the
opinion that it showld enter its orders as Tollows:

I7 IS E=ZRE3Y ORTERED that the petition for interveation
and gpplication filed dy the City of Palo Alto ir this matter bve,

and 1t zeredvy is, denied without prejudice.

IT IS FERIBY FURTEER ORLERED thet Pacific Gas and Zlectric
Compeny be, znd it nereby is, suthorized, efter the effective dave
nercor and on or before June 30, 1931, to enter into the agreexent
dateld Septeﬁber 22, 1930, with the Bocxrd of Trustees of the Leland
Stenford Junior University, referred to in the foregoing opinion,

and 0 40 Waatever mey bYe necessary Yo consummave saild cgreenent,
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provided that the Commission in azuthorizing ap»licant to execute
seld sgreement is n J??ﬂianting applicant an exclusive rightv to
operate in the territory covered b»y said agreenent.

IT I3 ZZREBY TURTHER ORDEIRED that Pacific Gas and Zlectrie
Compeny ¢, and it hereby is, aulthorized upon the acquisition of th
eforcsald properties to meke elffective in the territory iavelved iz
this application its Ziled schedules of rules and regulatvions govern-
ing gas cervice ond to charge and collect Lor the gas service To be
furnished and supplied, the rates and ckharges set forth in its
Sckedule G-2=N (Revized Sheet C.R.C. No. 349-G).

The authority herein grented is subject to0 the Zollowing
conditions:

(1) Pacific Ges and Zlectric Compeny upon recording on
1%s »ooks the nurchase of the y»roperties referred to in the efore-
said agreement sihell cherge +o its fized capital accounts san amount
which docs not exceed the estimated historicel reproduction cos
of suck properties as of +he date of tramsfer end shall c*edi <
{tc deprecisation reserve account axn amount which represents the
estimeted aceruecd depreciation as of the date of transler. 4Ly
dirference between the purckease price to be paid for said properties
ané +he estimeted historicel reproduction costs, less deprecieation,
shell be charged, or credited, to profit aad loss.

(2) Applicent shell file with the Commission within
sixty (60) Gays atter acquiring the properiics referzed Vo Zereln,
a copy of the deed, or deeds, of conveyence zud copies of eackh and
every book entry used to record the acquisition and the diztribu-

tion to0 primexry accountis.
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(8) The authority herein granted will become efrfective

twenty (20) dayz Zrom +the dete hereol.

ifornia, this /3/>( day

DATED at San Francisco, Call

oL Novembor, 1930.
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