
nec1s1on No. 2'? I'"') ~ n 
BEFORE TEE RAILROAD CO~SSION OF TEE S'I'.ATE OF C~IFO~TU. 

In the Matter ot the Application or ) 
S!:EBRA. A.."'ID SAN FP..LNCISCO POVi:R COMPANY ) 

,end ) 
PACIFIC CAS A1~ ELECTRIC COMPAh1r ) 

tor 0Jl order or the" Rai1roaa: Commission ) 
01' the S~ate or C~l1tornia approving an ) 
agreement rene~ng and extend1ng the ). Application No. 19759 
term or that eertain Indenture or Lease) 
heretotore entered into by za1d ap~11- ) 
cents and dated December 31, 19l9. ) 

; This 18 an appl1ce. t10n tor an order ot the :Railroad Com­

miss10n approving an agree.mententered into by and between Sierra 
'" 

and San F:ranc1sco Power Com:9e.ny and Pac1t1c Gas and E1e~tr1c com-

~any, on December 31,1934,· renew1ng and extend1ng·the te~ or the 

Indenture ot Lease dated Dec~ber 31, 1919, heretofore executed by 

said companie~ under authority heretotore granted by the Comm1~s1on 

'by Dec1::;ioll No. 7032, dated January 17, 1920,. in Applieation No. 

5145. 

By Decis10n No. 7032 (Vol. 17, opinions and Orders ot the 

Railroad Commiss1on ot' Cali1'ornia, page 589) the Comm1$~1on author1ze~ 
, 

applieant~ to execute au Indenture or L~e$e, deted December 31, 19l9, 

by t~e terms ot ~h1eh S1err& and San Franeisco Po~er Company leased 

its properties to Pacific Gas and ElectriC Company tor a te~ or 

t"1t'teen years. Under the terms ot the indenture Pac1fie Gas and 

Electric Company agreed, among other things, to properly ma1~ta1n 

a~d operate the propert1es and to pay the cost of suchma1ntenanee 

and operation;. to pay all taxes and governmental charges; to pay 
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annually $30.000.00 into eo tund to amort1ze bond diseount and expense, . 

{this amount to be increased with the 1zsue of add1tional bonds); 

to pay into a s~ec131 depreciation tund an amount equal to two per 

eent ot the gross revenues obtained by it trom the le~s.ed properties, 

or sneb. other emount e.s::nay be t1xed 'b~r the Rai1ros.d Co~ss1on; to 

pay bond interest; ~nd to pay as ren~l $50,000.00 dur1~S the first 

year o! the lease, $50,000.00 during the second yeer, $100,000.00 

during the third ~ear, and $l50,000.00 ann~lly during the remaining 

lite o~ the lease. 

With the lease agreoment ter.minut1ng on Dec~ber 31, 1934, 

applicants, subject to the approval of the COmmis:1on, on December 31, 

1934, entered into an agreement to renew and extend the atorement1oned . 

lease ot Dec~ber 31, 1919 tor a further term or ten years, or until 

its ea=11or termination by mutual agreement, on all the tems and 

cond1t1on3, exce~t as regards the depreciation tra~aet1on3. The 

new agreement, which is tiled as Exhibit A with this application, 

reeds a~ rollows:-

" 
IT IS MUTtJ.u.:r:r .AGREED by and between SI:::aRA. AND 

S&~ 1?~CISCO POWER Cot~~rr an~ PACIFIC GAS JJr.D ~CT.RIC 
COMP~W that, subject to the approval or the RaUroad CO:::l.­
m1ssio~ or the State or Celirornia, the lease, dated De­
cember 3l t 1919, whieh W$$ executed by scid Sierra en~ San 
~enci$co Po~er Company, as Lessor, and Pac1tie Gas and 
Electric Company, as Lessee, pu:suant to the authority, 
granted by the Railroad Commission ot the Stnte ot Celi­
fornie. 'by 1t3 Dccioion No. 7032 rendered J~ua=y l7,1920, 
shall be and it is hereby renewed and. extended tor the 
tu:ther ter.m or ten (10) years trom and atter the date 
hereo~, or until i t.s earlier termina ti0D. by mutuel ag:-ee­
ment, on all and. s1ngular the terms and conditions in 
said lease contained, modified, however, by the tollow1ng 
provisions: 

In each year ot said te~ from and after the date 
hereQ!", the Lessee shall zet'aside and. a:ppropr1ate, ror the 
use and bcnetit or the Lessor a sum or money sutt1c1ent 
~or the creat10n and meintenance ot an adequate de~rec1a­
tion fund or reoerve to provide tor all replacements ~ 
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" necessitcted by de~reciat10n, ob30lesce~ee and inadequaey 
or the leased properties. Against thetund or reserve 'so 
created, the Lessee shall have the right to charge the eost 
o~ all re:pla.cements made by it during said tcnu. .:JJ.y un­
expended balences ot sueh de~:recie. t10n tund or reservema:r 
be used by. the Le~see to pay tor additions to or e%tensionz 
and betterments ot the leased property,or may be invested 
in good securities, or may be paid over to said Les=or at 
any t~e during said ter.m. So much ot sa1d depreciation 
tUlle. or reserve as shall be ex:pended during said term tor 
ad.d1tions to, and extene~ns and. bette~ents ot, the leased 
properties shall be cred.ited. to the Lessor 1n the capital. 
~penditure Aecount provid.ed. tor in zaid lease. The unex­
pended b~lance or said depreciation t~d ,or re3erve re­
maining at the end or said teDn shall be paid over' to said 
Leeso:: 0:: be credited to sa1 d Lessor in said ce.'P1 tal Ex-
pendi ture Aceount. The provisions contained in this par­
agraph shall su~ersede the provisions conta1ned in said . 
lease ~1th respect to the creat10n or the Special Depre- . 
ciat10n Fund and the General De~reciat1on Reserve p~o­
vi~ed tor in par~faphs 23 and 24 ot sa1d lease and all 
provisions 1!'l se.:t lease tor the use, a~pl1ce.tion, or 
other dis,osition or said Spec1al Depreciat10n FUnd and 
said General Depreciation Reserve.~ 

Pacit1c Gas a~d ElectriC Com~any re~rt$ that it 1s the 

owner or all the issued and outstanding stock ($20,000,000.) ot Sierra 
.. 

and Sen F:t'~ciseo PO':ler Com:£)aD.~r except onlY' %line sbares "Nl:l1ell are held 

by the members ot the latter:' s . Board or D1recto:ts) 'but wh1ch are in 

tact held by said members of ~a1d Board o~ Directors in truzt :01" the 

use and benef1t ot Paeitic Gao and Electric Company. The Pacific Gas 

an~ Electric company acquired the said etock under the authority .. 

granted by Decision No. 18567, dated J'u:le 30,19Z7(Vol. 30, Opin10ns 

and Orders ot the Ra il:'oad Commission of Ce.lifornia 7 ,age 111). 

It is reported in this applic~tion that Paci1'1c Gas and Elec­

trie Company intends ult~tely to co~lidate the pro~ertios or Sierra 

e.::.d. Sa:. F:ranc1sco Power Company with its own pl'o:pe:rt1es, 1>utthat 

pending the develo:pm.en t and consmmnat1on or :plans tor such coneol­

idat10n the most errect1ve and econOmical oper~t1on and me1ntenance 

01' the properties and the cond~ct or the business or the Sierra ~ 

&::. ]'ra~c1sco Power Com.:!Iany COon be:t l>e obtained by mean:: 0-: the 



renewal ~d extenz1o~ot the said loese, and the continued o~erat1on 

or said properties and oU$,iness by Pa.cific Gas and Electric Com:pany 

as lessee thereor u~on the terms and condit1ons contained in said 

lease or Decem~cr 31, 1919 as moditied b1 the agreement ot December 

31,1934 tiled in th1~ proceeding as ~Exh1b1t A~. 

ORDER 

Sierra and San 1Taneisco Power Company and Pac1tic Gas and 

Electric Company having ~sked the Commission to appro~e an~~e~ent 

EXtonding~e::m or Lease" reterred to ill the toreeoi:c.g opinion, and 

":he Commission being or the opinion that this is not e. matter in' 

which a public hc~1ng is necesoary and that thio ap,11cat1on should 

be granted, as herein provided, theretore, 

IT IS HEBEBY OR:O::azo the. t Sierra e.nd San Francisco Por.er Com­

pany and ?acitic Gas and Electric Company be, and they hereby are, 

autho:ized to :make and executQ an agreemen~ substantially in the same 

torm as the ~Agre~ent Extending Te~ of Lease ~dated Dece~er 31, 
- . 

1934 end tiled in this p~eeed~ as nExh1bit A~;prov1ded that tho 
- -

authori ty herein granted. i= not interpreted as 11:ll1 ting the j'O:1sd1c'" 

tion ot the Commi ssion 1n :ne. tters which 'tDIJ.y hereafter be subm1 toted to 

t~e Comm1s$1o~ tor dete:mination. 

DATED at San F:'e.:o.c is co , California, this ~~ay ot 
~~/,r~; -) 1935. 

'~r 

CO.t:ml.1ss1o:c.ers. 


