Decision No. 270N

3EFORE TEZ RAILRCAD COMMISSION OF TER STATE QF CALIFORNIA

In the Matter of the Application of )
SIERRA AND SAN mugcxsco POWER COMPANY 3
, end

PACIFIC GAS AND ELECTRIC COMPANY )
for an order of +he Railroad Commission )
of the State of Cealifornia approving an )
agreement renexing and extending the )
term of that certain Indenture of Lease )
heretofore entered into by zaid appli- )
cants and dated Decemder 3L, 1919%. )

Application No. 19769

. B. Bocley, C. P. Cutten and R. W. Duval,

Tor applicente.
‘304 H"%*ﬁ}g?‘.;"" 4.

'» ¢ Mwb%w H)

BY THE COMMISSION: | @i; 1)

C2INION

- This 1es an application for an order of the Rallroad Com-
mission apprbvins an agreement entered into by and between Sierra
apd San Francisco Power Company and Pacific Gas aﬁd ﬁleqtric Com=-
PaAY, on,Decenber‘Sl,11934,‘renewing and extending the term of the
Indenture of Lease dated December 31, 1919, heretofore executed by
sedid companies under authority heretofore grcnzed by‘thevComﬁ1¢Sion'
by Decision Nb.‘7052, dated January 17, 1920, in Application No.
5146. ' |

By Decision No. 7032 (Vol. 17, Opinions ané Oréers of the
Railroad‘cdmﬁission of Californie, page 689) theyCommisSIon authorized
applicants to execute an Indenture of Lease; dated Decémbe: 31, 1919,
by the terms of which 81efra and San Francisco ?owef Company leased

s properties to Paciflc Gas and Electric Company for'e tern of
rifteen years. Under -the terms of thke indenture Pacific Gas and
Electric Compeny agreed, 2mong other things, tovproperly maintein

and overate the propertlies gnd to pay the cost of such maintenance

and operation; to pay all taxes and‘governmental charges; *o pﬁy
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annually $30,000.00 into a fund to amortize bond discount and expense,
{this smount t0 be increased with the issue of additional donds);

to pey into a special depreciation fund en amount egual to two per
¢ent of the gross revenues obtalined by 1t from the leased yroperties,
or cuch other emount as may de fixed by the Railroad Commission; to
pay bond interest; and to pay as rental %50,000.00 durihg'the Tirst
year of the lease, $so,ooo.oo during the second year, $100,000.00
during the third yed:, and $1£0,000.00 annuclly during the remeining |
life of the lease. |

With the lease agreement terminating on Decembder 3, 1934,

applicants, subject to the approval of the Commiésion, on December 31,
1934, entered into an agreement to rorew and extend the aforementioned -
lease of December 3L, 1919 for a further term of ten years, or until
1%z earlior termination by mutuael agreecmernt, on all the terms and
conditions, excent ac regards the deprecistion transactions. The
new agreement, which iz filed as Exhibit & with this application,

reeds as follows:-

" AGREEMENT EXTENDING TERM OF LIBASE

IT I2 MUTULLLY AGREED by and between SIERRA AND

SaX FRANCISCO POWER COMPANY and PACIFIC CAS AND =ELICTRIC
COUPANY that, subject to the approval of the Railrocad Con-
mission of the State of California, the lease, dated Do-
cember 31, 1919, which was executed by sald Sierra and San
Frenciseo Power Company, as Lessor, and Pacifiec Ges and
Electric Company, &3 Lessee, pursuant to the aunthority
granted by the Railroad Commission of the State of Cali-~
fornie by 1ts Decision No. 7032 rendered Januvary 17,1920,
shell be and it is hereby renewed and extended for the
further term of ten (10) years from and after the date
hereol, or until fits earlier termination by mutual agree-
rent, on ell and singular the terms and conditionz in
sald lease contained, modified, however, by the following
provisions: ‘ ‘

In each yvear of sald term from and aftexr the date
hereof, the Lessee zhall set aside and appropriate for the
use and benefit of the Lessor a sum of nmoney sufficlent
Tor the creationr and maintenance of an adeguate deprecia-~
tion fund or reserve to provide for all replacements °
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v necessitated by depreciation, obsolescence and imadegquacy

. of the lesced properties. Againzt the fund or reserve s¢
¢reated, the Lessee shall have the right to charge the cost
? all replacements made by 4t during said term. JAny un-
expended balances of such depreciation fund or reserve mey
be used by.the Lecsee to pay for addltions to or extenmsions
ané betterments of the leased property,or may de invested
in good securities, or may bde paid over to said Lessor at
any time during said term. So much of sald depreciation
funé or reserve as shall be expended during said term for
edéitions to, and extensions and betterments of, the leasedld
properties shall be credited to the Lessor in the Capital
Expenditure Account yrovided for in said lease. The unex=-
pended balance of saild depreciation fund or reserve re-
meining at the end of said term shall be paid over to said
Lessox or be eredited to said Lessor in saild Capital Ex-
penditure Account. The provicions contained in this par
agraph shall supersede the provisions contained in said |
lease with respect to the creation of the Special Depre~
ciation Fund and the General Depreclation Reserve pro-
vided for in p&ragraphs 23 and 24 of sald lease and all
yrovisions iz sald lease for the use, applicetion, or
other &isposition of saild Speclal Depreciation Fund and
said General Depreciation Reserve,"

Pacific Gas anéd Electric Company reporis that 1% 1s the
owner of all the issued anéd outstanding stock ($20,000,000.) of Sierra
and Sen Francilsco Power COmpanj except only nine shares which Are held
by the members of the latter's Board of Directors,but which are in
fact held by said members of said Board of Directors in t:uat”:or the
use and bezmefit of Pacific Gac and Elec¢tric Company. The Pacific Ges
and Blectric Compeny acquired the sald ctock under the auxhorizy,
granted by Decision No. 18567, dated June 30,1927(Vol. 30, Opinions
and Orxders of the Railroad Commission of Celifornia, page 1ll).

It is reported in this apﬁlication that Pacirié Gés and Zlec-
tric¢ Companry intends ultimately To concolidate the propertiecz of Siér:a
and Sex Francisco Power Company with its own properties, dut that
pending the development and consummation of plaﬁs for such consol-
idation the most effective and ecomomical operation and maintenaﬁce

of the properties and ﬁhe conduct of the dusiness of the Sierra and

Sen Francisco Power Combany can best be odtained by mecans of the
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renewal and extension of the saild loase, and the continued operation
of caid properties and busimess dy Pacific Ges and Electriq Company
e lessee thereof upon the terms and conditions contained in sald
lease of Decembder 31, 1919 as modified by the agreement of DecemberA
z1, 1934 filed in vhic proceeding as "ExhIdLt A7.

ORDER

Sierrae and Sen Francisco Power Company and Pacific Ges and
Elcct*ic Company havipg asked the Commission to approve anTagreement
Extcending Term of Lease” referred to in the foregoing opinion, axd
sne Comission bdeing of the opinion that this is not a matier in
which & public hearing is necessary and that this application should
be greated, as herein provided, therefore, |

IT IS EEREBY ORDERED that Sierra ard San Frenclsco Power Come
peny and Pacific Ges end Electric Company de, and they heredby ere,
authorized to make and execute an agreement substantially in the séme
’ro*m &s the "igreement Ixtending Term of Lease " dated December 31,
1934 end filed in this proceeding as "Exhidit AT3 sprovided that the
avthority herein grented iz nmot interpreted as limitingvthe Juzicdic~
tion of the Commission in metters which mey hereafter be submitted to
the Commission for determination.

DATED &t San Francisco, Caiirornia, this 44222 day of

}7_4/%..;{ C 1935,

//// Z_ W

Commissioners.




