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Decision No. o3

‘ ' ' \‘/ Ll u hg 'j u
BEFORE THE RAIIROAD COMMISSION O

TEE STATE O CAI.«IFORNIA..

cee000mma

In the Ma.'t:ter 02 the Apvilication of r
SIERZA AHD FPRANCISCO POWER COM.?ANY,
& coryporution, and the _
PACIFIC GA€ AND EILECTRIC COMPANY,
a corporation, for an oxdexr of the
Rallroad Commission of the State of ‘
CaliZornia, au'th.orizing the SIZRRA AND Application
SAT FRANCISCO/POVWER COMPARY to leasse to 'E“-‘r—mum o%
the DiCIFIC CA5 ATD EIZCTRIC COMBANY, “5l&G.
ell ite proverties, Lranchises and por-
nits, wsed or useful in its bPueiness oL
gonerating, distriduting and selling
electric onergy and in ite business of
impounding, distributing and selling
water.:

Chicaering & Gregory, by Warren K. Gregory, :I’.’or Sierrs
- and Saxn Francisco Power (omparys; - '
W.B""*Bosley and C.P. Cutten, for Pacific Gas and
Elec uric Company: ‘
Comnd.ck & Xohoe, Zoxr Universal Ges and Zlectric Company,
" and Rudolph Spreckels, a bondholder of the
Sierm and San Francisco Power Company.

G
fd

MARTYY, Commi agioner_ .

OPTNTOI.

R . ™e Rellroal Commission is s.skod‘ to suthorize SIERRA
AND SAR FRANCISCO POWER COLIPANY to lea.se, purqua.nt to the terms

, a.nd conditions of the agreement filed herein and narked Exhi‘bi‘b "'D"

a.l‘.!. 02 Lts operative properties to the PACI’*‘IC GAS AND ...IEC':!RIC

COMPANY. . ‘ T , :
| Sierrs snd San Fraacisco Péw'o‘r Compeny 5.53:13&.30& in
the divtribution a.nd sale o:t watér LTor mini.ng, ag:ricultru‘o, me.mz.— -
fmturing, dome 'tic and other purposes in U:uolumne cou.nty in Ca:!.i- o

forais, and ir. *th.e &isgtribution a::xd sale o:f.’ electricity :for ugh‘ting,
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neating and genersl power purposes iz the Miother Lode District™ of
™olumne and Ca.lavera.e Comnties: in S'ta.nisia.ts San Joaquin, COntraL
Costa, Alsmeds, Sa.nta Clars, San Benito a.nd Monteroy CO'a.nt:!.ea, tmd .
in the City and COunty of San Francisco. During 1918, its gross -
Teovenues are reper'bed".e.t- 3;1',9.49,056.87, of which about 97% represent
earnings from the ssle of electricity and 3% earnirgs from t.ﬁe sale
of water. Approximately 62% of the esrnings from the sa.le of olec—
tricity were obtained from the United Reilroads of Sen PFrancisco.
The compazny’s. hydro-electric plants have a generating ee.pa.oity of
36,840 XVahe, its stesm plants 22,000 X.V.A., ma.king-e. to}:‘al geners—
ting capucity of 358,840 XK.V..i. |

Sierra and San Francisco ower Compary repor;ta
§20,000,000 of stock axd $17,000,000 of bonds outstanding. . The
vonds consist of 5’7,.:00 000 of first mortgage 5's, of $1.000,000
Sexries ™A™ 6%s and- .98-,500‘,000 Series "B 5%3. A.ll o2 the compa.nyis

stock, e:mept ‘shares necessary o qualify direotors, is owned 'by‘.‘bﬁe ,

Californis Railway snd 2ower Company, which has given its consent to.

the execution of the lease.

| On YMay 2, 1918, the Rallroad Commdssion by Decicion
Ro. 5376, (Tol. 15, Opinfons end Orders of the Rsilrosd Commission of
Californis, Dg. 662) made an order suthorizing Sierrs and Sen Fren- |
cisco 2ower Compa.ny’ to issue and seil &t not less’ than 80% o2 their
face value a.nd. accrued inferest, $1,000,000 of its f£irst #:orte;age
bonds. The compa.ny has been unable to sell the bonds at an a4van-
tageous £ gure, axnd therefore, found it impossible to u:adertake the
congtruction Wox ke outlﬁ.nea. in- the decﬂ.sﬁ.on. The inabllity oi’ the .
company to secure adeq,ua.‘ce funds to ca.rry Lorward its development
program 1S, according to the record, oxe of the prinoipal rea.sone |

-

for the e:cecu‘tion of the lease.

| E‘c is u:cgeét that the lease, as drswn, is primarily
designed to carry out the idea which has been advanced tn 'bhis sta.'t;e‘
vory insisten’cly by the Railroa& Commies:.en to the efZfect that the .
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gervice t0 the comuunity was a Lirst chsrge upon.pu.blic uwtilities;
that it takes care of the property so that it shall be properly meil-
tained and returned to the lessor in full oporative dqndition and
that 1t protects the security holders and stockholders in & falir
290807 . ' | |

The lee.se is to run for a term of 15 years. Trxring
this neriod, the Pacific Gas and Electric Company agreos to Pro-
perly maintain a.n& operate the propexrties and pay the cost of suca .
maintenance and opera.tion Pay a1l taaces a.nd governmental cherges;
LAY annual.gy 30 000 in%to o Zund to amortize 'bond discount e.nd 0X—
pense, -this amou.n‘t +o be fimcreased if sdditional bonds are issued
by the Sierrs and Sem "'*anc.s.sco 20woxr COmpany Loxr the purposes
nereina.i’ter indicated; pa.y :.nto & specisl aeprecia.tion f'a.nd an |
a.mou:nt eoua.l to 2% o:f.’ 'the gz'oss revenues cb‘oai.ne& by 'the 'Dacific
Gas and Blectric Com*:a.ny from the lea°ed 'w:operties, or such othex
smount a8 may be :Eixed oy the Railroad comm,.s...ion- nay bond 1nte-
reat ard pay as reuwtal £50, OOO d'a:ring- the :E.a.rs't; year of the leaae,
£$50,000 during tho second, $100,000 dwring ‘che *third and *"'150 000
axruelly du:::!.ng the remsining life of the lease.

The lease conte.ins provisions which are 1ntended. to
make it im'oos%'ble for the Dacific Gas and Zlectric Company to
Tild wp & competing company in The tprrit.ory which the Sierra. and
Sen Frapcisco DPower Company holds itself oﬁ.‘b 4o serve. mib.e Pacific
Goe and Electric Company wndertalkes to build all necessa.ry ex’hen—
sions %o and e.&cd.tions of- 'tn.e property, but such extensions and
8dditions become tho pro-oer‘ty of the Sierra =nd Sa:: Francisco ﬁower
COmpany. For any moneys expended by tho Racific Ga.s and .:‘lectric

Conpany, it will heve & liexm upor the Slierrs and Saxn Francisco 1>c>~\vuav7:

Company proporties, subjec't of course, to the lien of that compa.ny’au

f£irst and second mor'tga.ges. '
The lease is drawn up on the theory that Sierra. and
Sen Francisco Rower Compa.ny will issue a.nd e able to sell from
B
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time to time ite £irst mortgage donds, the proceeds of which must be

uged to pé.y Pacific Gas and Zlectxic Company. £ i‘bv is impossible
to sell thre _‘o.ondsy, the lesse provides that they shall be.delivered
to Tacific Gas and Electric Compsny and held by it as collateral se-
curity Zor the peyment of sny advances male &uxing‘,.; the term of the
lease. |

The preéiding commissioﬁer recoﬁmen&s the execu.tio:i ox
the loase and its approval by the Commiseion, but L% should bo dis-
tinctly understood thet suck recommexdatiorn does not carry with 4t
any authority to fissne bonda, nor should the authority herein :'g:z:a.n-
ted be iﬁterpreto& ag in any wey mo&ifﬁne; the order in Decision
Number 5376, dated May 2, 1918. Any proceaaing;for the issue of
bonds by the Sierrs and Sen E‘ranci co Power COmpany is a matier
ent:!.rely separate and distinc‘q Lrom the executioz_x of this lease, and
the terms sud copnditions under which the Commission might é:a'thorize
the isaune of bonds depend npon the facte and circumstsnces existing
at the time when en spplicatiom for permission to issue bonds is sub-
mitted to the Railrosd Commission.

Pacific Ges and Electric Compsny agrees to pay into &
special deprecistion fund a sum equal to 2% of the gross operating
revemzes fron the leased properties, or such other amcmnt as :nay 'be
£ixed by the Railroad Commission. The amount paid Anto this spe~
oial depreciation fund s intended to toke care of the deprociation
of the properties that may accrwe bt wilch was not reglized during
the term of the lease.  Any monoye peid iznto the gpecial depreqi-'-
tion fund become the property of the Sierrs and San E‘ranoieéb"?ower
Company, ond under the torms of tho lea.so may be invested in exton—
sione, 8dditions and betterments or securities of other corpora‘tions.
DPacific Gac apnd Tlectric Company may also e.ta'olish a general depre-
siation reserve Lor the purpose o\i’ taldng sore of replacements which
must be made during the 1ife of the lesase. v‘he'chef such genercd,
depreciation reserve is established or not, Pacific Ges and Electric
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Company i obiigated, under the lesse, to maintain the properties

in a good operating condition and return them :Ln‘suoh_ condition to
tb.e Sierra snd San‘ Frencisco Power Company at the em'i 02 the lS~-yoax
poriod. Tho Commission will give furthor comsideration to the de-
preéia.tion allowance whon more c‘omp:.ete evidence is. submitted 4in
future nroceedings. |

Jobn A. Britton, vico-president ané gemeral managexr of
the Bacific Ges and Zlectric compa}_y, testified thet 1% was the
wresent intention of that company to OP&I&?O the prope:;ties of the
Sierra and Sen Prancisco Rower Compeny along the same lines that the
2acdfic Gas ‘a.né. Electric cbmpany ig now opera.tiné the prOpe;E‘aiea.it
oS . - |

Universal Gas and Electric Company and Rudol;ph‘ Spréc-kels',
a ‘qondholaer of the Sierra and Sa.:ﬁ Prancisco 2ower compa_;ay, were
ropresented at the hearing by Connick & Kohoe. waile counsel for
the Universal Gé.s and Electric Company and Rudolryh Spreckels conduc-—
tod an extensive cross-~examination, their apparent PUXPOSS w3 to '
ascertain wnether or not the pronosed lease prope:;ly takes care of
the iﬁterests represented by their ¢clients. No protest against the
granting of the application was 21308 prior, during or subsequent to
the hearing. | |

Iz the opinion of the proslding commissioner, the 10&80 8
is dis‘cinc'tly in the interest of the public. Tor nearly two yeaxe
+he Sierrs and San Francisco 2ower Company hé,s veen unable to0 install -
Tery necessary power pla.nts,a.nd additional tranemission and distri-
bution lines, because of Lts Lnabdility to gell bonds. In the hope
thet the Redlroad Commission would authorize the execution of the
lease, conslderable prolimina.ry work hes deen done looking toward
the installation of the go-called ""Syring Gap Plant™ 3 milea above
the SardBer Flume on the Stanialaus River. Ma’cerial has ”been

ordered :f.’or 2 second 'tran smigsion circuit from Rort Mariom to Salinas E

in oxder to improve the service conditions in Salinas and other ter-

ritory served by the Coast Valleys Ges end Electric coma.ny, whickh
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purchases 1ts electrical energy from the Slerrs snd San Trancisco.
Dower Company. Uoterial has also been ordered to streﬁgthén the
line from.Mantgga to Mpdest;.thence interconnecting £rom Modesto to
Rewman with provieions Zor ax'-additional line to murloék' Prior to
tae signing of the 1ease, the Siexra and Sam Francisco Rower Company.
started tho conqtruction of an sdditional pipe line at itsstan_slaus L
plant. Toe ostimateld cost of these Lowr projects 48 reported to

be in excess of §1,000,000. The, 'irst anit of the Spring Gep

2lent will have a_capacity of . 9, OOO kilo watts and assuxing a 60%
load factor wourld bhave a generating capacity of 49,000,000 Kdlo watt
hours per anpum.’ The fnstallation of the additional pipe line at
the Stanislaus plsnt, 1t 4is estimate& will result in an incroaaed
plant outyut of 15,000,000 kile watt houwrs. The sbovg listed addi— :
tions and betterments will matq;ially.improve gservice and imcresse
~power swpply, as well as reduc; cost of operstion.

' No attempt hes been made to discuss all the terms axd
conditions of the lease, and any one interested in snch terns and

conditions, should examineﬁiﬁe loase itself.

I herewith submit the following form of Order.

"0 R B3 & R.

SIERRA AND SiN FRANCISCO POWER COMPARNY having apﬁlied
to the Railroad Commission for permission to lease Lts operative pro-
porties to the PACIPIC GAS AND EIECTRIC COMPANY, and PACIFIC GAS. AND
EIECTRIC COMPANY having joined in the application, & public hearing
having been held ané the Railroad Comdssion being of the opimion
that such apvlication should be granted subjlect td the terms and"
conditions of thig order; . ;’

_ IT IS HEREBY ORDERED that SIERRA AND SAN FRANCISCO
POTER COMPANY and~fAOIFIC GAS AND ELECTRIC COMDANY be, and théy are
hereby, authorized to make and execute a lease of the propoxrtios
described in thig applioation, such lease to be substantially upon N
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the same terms and conditions as tbe'lease'fi;éq herein and markéd
Exhitit "D, ~it being wnderstood that such lease, so far as matters
of sccomnts and the operatiocn of Zhe ﬁroportﬁea aro conce;ned, will
ve dated as of midnight December 31,1919, and it beinmg further -
derstood that the awthority neroin granted to execute such leagse

will not be interpreted as in sny way limiting the jurisdiction of
the Reflroad Commission iz matters which may herealter bo submif%eal
%o the Commiscion for determination. |

mhe foregoing Opinion and Order sre hereby approved

and oriered filed as the'OPinion and Order of the Reilroad Commission

of the State of Californis.

Teted &t San Frencisco, Californis, this /’fihﬁ?L
, s -

da.y of JAlVATT 1920.

Commiscioners.




