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OPINION 

In this proceeding the Co~ission is asked to enter its 

1 .... · Grantinz and con!'erring upon Sierra end San Francisco 
POi'ler vO:llpany all necessary per.uission and authority to distribute 
~d transfer to Pacific Gas and Electric Company, in the . 
course of its proceedings for winding up and. dissolution, 
all of the residue and remainder of its properties and assets 
of every kind remaining atter the payment of all its knOVnl 
debts and liabilities, or the making of adequate provision 
for such pa~ent. 

2. Granting and conferring upon Sierra and ~an Francisco 
Power Company all necessary pormission end authority, upon the 
distribution and transfor to Pacitic Gas and Electric Co~pany 
of its said properties and ussets, us provided in tho petition 
filed in this procood~g, to Cease furnishing and supplying service 
QS a public utility, and finding and declaring thut suid com-
pany is rel1eve~ of the .duties and ~netion$ of ~ public utility 
corporation in the territory in which it now is or muy be tur-
nishins puolic u;cili ty service by means of the l'roperties to be 
distributed and.tr~nsferred, ~s atoresaid. 

' .. . " 
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z. Gr~ting and conferring u~on Pacific Gas and 'Electric 
Company all ~ecessary per.nizsion and authority to ~ssume 
~d agree to pay allot the debts of said Sierra and San 
Francisco Power Compony, to perform all of' the latter's 
eXisting obligations, and to discharge and satisfy all of 
the latter's liabilities and all existing cla~ and causes 
01' action against it, and releasing all of Pacific Gas 
and Electric Company's claims, demands and causes of 
action aeai~st said Sierra and San Francisco Powor Company 
in connection with the latter's winding up and dissolution. 

4. Granting and conferring upon Pacific Gas and Elec-
tric Company all necessary permission and authority, upon 
~cquiring the properties of Sierra and San Francisco Power 
Company, to record the cost ot ac~uisition ot said proper-
ties constituting its fixed capital in service and under 
construction up'on its books oy charging to 'it's fixe'd capi-
tal accounts the tull consideration which Pacific Bas and 
3lectric Company shall have given therefor, as and in the 
ma.:c.:ler stated in Paragraph V 'of the petition filed in this 
proceeding. . 

5. GrantIng and conferring upon Pacific G'as and Elec-
tric Company all nccccsary permission and authority to record 
the cost of aC''luisitiono! the propert1es 01' 'Nestem States 
Gas ~d Electric Co:n.pany (California), including properties 
o.co...uired from El Dorado Power Company, and the properties 
of Coast Valleys Gas and Electric Company and Del Mo~te 
Light and ?ovler Company, constituting their fixed capital 
in service and under construction, upon its books by charg-
ing to fixed capital accounts the full consideration which 
Pavific Gas and Electric Company pai~ therefor, as and in 
the manner stated in Paragraph V of the petition tiled in 
this proceedine. 

The D.pplication ShO\,iS that Sierra and San Francisco Power 

Company is the o~~er of certain properties used in the 3eneratio~, 

transmission and distribution of electric energy located ·in ~ho 

Countios of Tuolumne, Calaveras, Stanislaus,. San Joa~uin, Contra 

Costa, .A.lemeda" Santa Clara, San Mateo and San Benito and the City 

and County ot San FranciSCO, and in the distribution of water in 

SODora and othor communities and rural territory in Tuolumne County. 

Since January 1, 1920 its properties have been leased to and oper-

uted by PacifiC Gas and Zloctric Company pursuant to authority 

granted by the Co:miosion by Docision No. 7032, dated January 17, 
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1920, (V¢l. l7,C.R.C. paB~ 689) and by Decision No. 27720, dated 

Februcry 4, 1935. From January 1, 1920 to date Pacific Gas and 

Electric Company ~s maintained the properties of Sierra and San 

Francisco P~ver Company and has ~dvanced to it moneys to finance the 

cost of additio~s, betteroents, extensions and improvements, and to 

retire some of its outstanding bonds. Some of the advances have 

been paie. from time to time. 

The company's annual report for the year endine December 31, 

1934 shows its cssets and liabilities as of the close of 1934, as . 
tollO\vs :-

ASSETS 
Fixed capital in service: 

Electric ............................ ~;i45,302,755.56 
~~'r3.ter .. .. .. .. .. .. .. .. • • .. • • .. .. .... 1,123,742.80 
~~iscella.n00us .. .. • • • • • • • .. • .. • 25,366.97 

Fixed cs:oital under construction • • .. .. • .. .. 193,630.85 
~ Total fixed. capital ........... ~$46,645,496.18 

Miscellaneous investments .. .. .. • .. • .. • • .. 192.50 
Special deposits .. • .. • • • .. .. .. .. • .. .. • • 36,505.00 
Accounts receiva b10 • • .. .. • .. • .. .. .. • .. • 166,307.49 
Unamortized debt discount and e~~onse .. • • •• 257,201.10 
Prepayments • .. .. • .. • • • • • .. • • .. .. 650.00 
Mis cel1cneous deferred de bi ts • .. • • .. .. .. ... . :3~-1.7:7'9":6:6 

Total ............ 'n ;p47,144,131.93 

LIAEII.ITIES 

Capit~l stock-Common ....................... $20,000,000.00 
lone term debt: \ 

First Mortgage S5~ bone.s, due Aug.l,1949 ... 12~OOOJOOO.OO 
S0cond mortgage 5% bonds,due Jan.l,1949 ... 8,465,000.00 

Advances from ?acific Gas and Electric Company 4,471,439.3S. 
Current end accrued liabilities .. • .. .. .. .. • 534,111.12 
Mi:::celleneous de~erred credits.. .. .. • .. • • .. 172,909 .. 30 
Reserve tor d.ep=eciation .. .. • .. • • .. • • .. 893,536.76 
Profit and losz balance. • .. • .. • .. .. .. • ... 5871135~37 

Total ................ $47.144.131.93 

The second mort5o,se QQud6 were redeemed on July 1, 1935 With 
moneys a~so advanced by Pac1~1c Gas and E~octr1e Company. 

Under the authority granted by Decision No. leSS7 d~ted June 

30, 1927 in-Application No. 13805 (Vo1.30,C.R.C. page 111), the 
. 

Paci~ic Gas and Eloctric Company ac~uirod tho tollowing capital 



·'otock:-
Co~on stock ot Sierra and San Franoisoo Power uompany $20,000,000. 
Co:::mon stock ot 7lestern State~ Gas s.nd Electric 

Company, of California. • • • • • • • • • • • • • 
Cornmon stock, of 7iestern States Gas and Electric 

Compo.ny, of Delavrore • • • • • • • • • • • • . • 
·Co~on stock of Coast Valleys Gas and Electric Company 
(';oI:lt!lon stock ot Del Monte Light and Power Company 

751,500. 

3,253,200. 
3,000,000. 

25,000 • 
.. , 

.~ -of 

In payment ~or the stock, ?acific Gas and Electric Company 

issued. ~o,500,000. ot its common stock o.nd paiCl $1,535,000. in cash. 

The purchase price was not segregated to the v~rious stocks acquired. 

Westorn States Gas and Electric Company of Delavrore w~s the 

holding company or Western States Gas end E1-ectric Company of Cali-

fornia, which com:pany, in turn, held the outstand.ing stock of' :ill 

Dorado Power Company. Subse~uent to the date of the ac~uisition by 

Paci1:ic Gas end Electric Company of the above stocks, 'E1 Dorado Power 

Company. tr~sf'erred its properties to :Ves'cern States Gas e.nd Electric 

Cocpany and Del Monte Light and Power Company. transferred .' its hold-

itlgs to Coast Valleys Gas.and Electric Com:pe.ny. As of Julie 30,1928, 

pursuant to authority granted by Decision No. 1~S90, duted ~pril 13, 

1928, in App1ice,tions Nos. 14520 e.:lcl l4521 (Vol. 31,C.R.C. Page 516) 

tb.e properties CIt "tJestern States Gas and Zlectric Company and Coast 

Valleys Gas and Electric Company;';ere transferred to Pacific Gas and 

Electric Company and the several companies dissolved. Sierra and 

San Francicco Power Company b.c.s retained the owners:b.ip of. its pro-

perties. 
The present application sho',vs that at a meeting of' the Execu-

tive Committee ot the :Soard of Directors of Pac·if1c Gas and Electric 

Co~pany held on August 6, 1935 a recolution was adopted wherein it 

\'las decle.red) amone; other thi1l6S, t.hat it. was the purpose and inten-

tion of Pacific Gas and Zlectric Co~pany, as the holder ot all the . 
stock of Sierra and. San Francisco Power Company, to bring about a 
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di~;solu,tion of tho. t company and toetfect ',;he acq,uisi tiono! its pro-

perties by Pacific G~s and Electric Company. Tho resolution also 

authorized the officers ot Pacific Gas and Electric Company, for o.nd 
on behalf and in its nema) to execute a proper inst~ent whereby 

Pacific Gao and Electric Company will assume and agree to pay all the 
debts ot S.ierra u:o.d San Franoisco Power Company and to pertor.tn all 

its e:x:ist1:lg oblisations and to release all its claims, demands end 

causes of action against Sierra. and San Fro.ncisco Po"rer Company. ' 

During the course ot the hearing counsel tor Pacific Gas and Electric 

Company stcted thet the company would assume and agree to perform 

0.11· oblisations, existing or contingent, arising out of any contract, 

tort or tranchisG aGreo~ont. 

Tho aD~lication furthor shows that the Board ot Directors 

of Sierra end S:m trancisco Power Company at 0. mcetine held mn 
: ... ugust 12, 1930 adopted a resolution ·:1herein it appears, among other 

thines, that it is the purpose and intention of Sierra and San Fran-

cisco ?ower Compeny to proceed. i:rl:=lcdiately to wind up its atfa1rs'e.nd 
to e~tect ~t$ voluntary dissolut~on and to coase to carry on bus~no5~ 

except to such extent as may be necessary tor the beneficial winding 
up of its affairs. ~o th~t end tho company proposes to distri-

bute ~d transfer to Pacific Gss and Electric Company in the course 

of its proceedings for vlinding up o.nd dissolution, all of the residue 

and r~mainder ot its properties and ass~ts ot avery kind remaining 

after the payment of all its kno~~ debts and ~bilit1es or the ~­

ins or adequate provision tor such pa~ent. 
In support of the authorization sought, applicants alleged, 

a:o.one; other things, that the ·tro.nster as herein proposed 'tvill re-
sult in a more et'tect1ve conduct of business and more efticient o.nd 

economical operation and ~intenance of the properties a.:c.d will make 



possible the unification and simplifioation of the accounting practice, 

the preparation ~nd filing of rat~ schcQules and of income and other 

ta.x returns. 
In connection wittt the petition for on order authorizing the 

tr~ster 01' the Sierra and S~n Francisco Power Com~any's properties, 

~ha re~uest is ma~e by Pacific Gas ana Electrio Company tor po~ssion 

to churge to its fixed capital accounts the cost to it of acquiring 

such properties and also the cost of acquiring the properties ot 

;:restern States Gc.s o.nd 31ect:-ic Company and Coast Valleys Gas. and 

Electl"ic Company, which cos'c to date has not been segregated by , 

Pacific Gas ~nd Elect:-ic Co~pany to primary accounts. 
l 

The:r:e has b~en 
.tl.:~~~:&, 

filed as 37~ibit "D" a stat~ent purporting to show the original cost 
" .' 

01' tixed capital in service and under construction, less reserve 

to;;: deprecio.tion,. ot Sierra and San Francisco Power Company as ot ,·r 
Gas and Electrio Company arid tit Decemoer 31, 1934 and of 'Hcstern States 

Co~st Valleys Gas and Electrio Co~pany, -including their subsidiaries, 

as or June 30, 1928, the date they were transfe~red to ?o.cificGas 

and :Electric Company, which statement shows the total reported or~:.: 
..... ',":. "';. ,,~.' :1.'.'1 

sinal cost ot tile properties, less reserve for depreciation, $.t;,~: .. 
,r.~ ~I; ~ I , 

$70,892,143.16. There has been filed as EAhibit nE~ a st~te~ont· 
'" 

shovnng the ropo;;:ted cost to Pacific Gcs and Electric Company of 

acq,ui:-ing the properties at :~51,201,518.86. The figures on the two 

eXhibits my be smmnarized. as follows:-

SIERRA ..:~l) SAN FR.:\NC!SCO PO:/:ER COMP.A .... "IT: 
l'ixed capital inst~led prior to Jan. l,1913 ••••• $32,164,624.42 
~ixed ca~ital i~sto.lled since Dec.31,19l2: 

Electric dep~rtmont ••••••••• '." •• 13,138,131.l4 
~l;ater department • • • • • • • • • • • • •• 1,123,742.60 

l"'J.iscellaneous fixed capital • • • • • • • • • 25,366.97 
Fixed. capital under construct. ion • • • • • • • 193,.630.85 

Total ••••••••••• ~46,o45,49&.18 
aeserve 1'01' depreciation • • • • • •• • • • • 893,.536.76 . 

Net atter depreciation 40,7;)1,959'.42, 
Cost of acq,uisi tion .. .. .. .. .. • .. • .. .'. •• ~?30 a 726 a 965.39 ' . 
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:TI:STE..."m S~.AT::::S GAS ~;1'r:D Z::.:£CTRIC COY.:2.:J\1Y: 
::dxcd capital. instCl.lled. prior to J:m. 1, 1913 ••• ~; 1,505,999.52 
Fixed capital installed zince Dec. 31, 1912: 

Electric. del'o.l"tment • • • • • • • • • • • • . 
Ga.s department • • • • • • • • • • • • • • • .. r· <:' 11 4" • d . t 1 ' ~.l.l.;lCC aneous ,l,lxe capJ. a • • • • • • • • • 

Fixed capital under construc'~ion • • • • • • • • 
Total • • • • • • • • • 

Reserve for depreciation ••• '. • • • ••• • • 
Net otter depreciation • • • • 

Cost ot acquisition •• • • • • • • • • • • • • • 

~~~~T V1!.W.~ Q..~ }jill :2~CTRla CQlfJ~tiW: 
Fixed oapita! installod ?rior to Jan. ~# ~9~3 
Fixed capital installed since Dec. 3l, 19l2: 

~- .' ~ tm t !..J.eo ",1'10 >.I.epar en • • • • • • • • • • •.• 
Gas a.epQ.rtmen t .. .. . .. . - • . . • . . . . . 
~r;:.'tel" o.epartm.en't • • • • • • • • .'. • • • • 

"t!'O 11 N d .... 1 ... ~::..s ce s.neou,s ... J.xe cap J. ca • • • • • • • • • 
F~od cap~t~ under construction • • • • • .. • 

Total • • • • • • • • • 
Reserve for depreciation • • • • • • . • • . • 

Net attar depreciation 
Cost ot acq,uisition • • • • • • • • • • • • • • 

sm.~~Y: 
Total fixed c~uital: 

Installed prior to J~uary 1, 1913 ••••••••••• 
Installed subsc~uent to December 31, 1912: 

Electric department •• • •••• • .,. 
Gas depsrtmen t . . . . • . . . . . . . 
7later departme:lt • .. • • • • • • • . • 

Miscellaneous fixed c~pi tal • • • . • • • • 
Fi:ced c·a.pital under construction • • • • • 

Total • • • • • • 
Total reserves tor depreciation • • • • • 

Ealance • • • • • 
Total reported cost to ?acitic Gas and Electric 

Com~any ••••••••••••• 

~~14, 950 ,417 .43 
2,063,576.87 
7,85l,l46.l5 
1,021,195.55 

;;~27 ,422,635.64 
1 z148,534.00 

f26 ,274,OOl.64 
g24,766,7'7Z.15 

~~. ~~'21?".OZl •. 55 
e33,??!5.~3 

·Z2l,773.l2 
15,863.06 
~~Z, loSS. ?J.'. 

~I $,323,577.13', 
457.395.03 

~C 4,866,182.10 
'ut 5 J '70'7, 780,.32 

$34,692~589.eo. 

~~Sl,315,579 .• 92 
2,717,65Z.00 
1,345,515.92 
7,892.,376.19 
1,427! 995,.12. 

:,;;79 ,~gi, 708,.95'. 
2,499 J 56.5.79' 

~76 ,8<.12,14~·;.15 
. r' " 

$51,201,518.86 

The rcported original cost figures arc the same as' the , 

Sierra and San Frc.ncisco Power Company, ,?iestern States Gas and ':El~­

tric Company and Coast Valleys Gas and Electric Company shov! ill ~:t]ieir 

U:Jllus.1 repo:::-ts filed \'[i th the Commission. The t~bulation shows 

the. t in aCQuiring the propeI"l#ies Pacific Cas o.nc. Electric CompOonY is 

reported to have :paid $15,690,524.30 less fo~ the properties 01' t~e 

three companies thon the cost ot the properties, e.s :::-ecorded on' the "'", 

books ot the comp~nies less tho reserve for accrued doprecie.tion. 
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Eo~ever, as 7dll appear he~eatter, the caSh expended by the companies 

tor propcr'~ies is less tho.n their rCl')orted origin..'l.l cost of the pro-

perties. 
In Paragraph V of the ~etition PacifiC Gas and Electric Com-

"9o:D.Y sets forth that in recording on its 'books thl;) cost of acquisi-

tion ot the properties 0:: the three companies, 1tdcsires to charge 

to its fixed capite.l account the oris1:c.al cost figures e.:ppearing Oll 

O::;y.b.ibi t D, with the e:cce:ption t1:l:!t there would. be d.educted the afore-

said difference of $15,690,624.30, which action would resu1t~ in a 
total net figure appeari:..g on the books of Pacific Cas and. Electric 

Company tor the three properties,of $61,201,518.86, e~uiva1ent to 

the reported cost to the purchaser. 
:For the pill"pose of this proceeding we havo no objection to 

the transfer to the purchaser's fixed capital accounts of the items 

referred to in :E7..b.ibit D, :-epresonting fixed capital installed since 

Decemoer 31, 1912, during which time the various classifications of 

6:ccounts prescribed. by '~he Commission ho.va been in effect and. which . 
items are segregated to the primary accounts set up in such classi-

fications. 
Further, it appears that the figures in Exhibit D for C~ast 

Valleys Gas and Electric Company, az of June 30, 1928, are not un-
reasonable and accordingly that Pacific Gas and Electric Company 

may be uuthorized to transfer' such figures, aggregating ;~5,323~577.13 . ," 

before deduction tor tho reserve for depreciation, ·co its fixed' 

capital accountS. 
HOVlever, in con:c.ection ~';i th the fixed capital installed prior 

to January 1, 1913 by Sierra and San Francisco Power Company and the - . 
miscellsneous fixed capital of Western States Gas and Electric Com": 

pany, "do.icb. are not segre.;ated to priro.e.ry accounts, i't ap:pears :CrOI:l 

EXhibit "7", submitted t1 ~~. E. ~. Hodges, Comptroller, that there 
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bas been included in the original cost of fixed capital 01" Sierra 

and San Franc isco ?o .... 'er Compc.n.y the o..mount ~:f' :r;Z.o, 657,572.45 represent-

inG the excess of cost to that company over the cost ot propo:r'ties 

acquired trom one of its predecossor companies, and in the original 

cost of' fixed capital of ','Testern States Gas and Electric CompaIlY the 

sum ot $3,959,293.13 representing a similar excess cost, ·the tv:o 

items aggregating ~24)6l6,865.5e. 

3Xlli'bit "7":_ 

The 1"ollo'inng tisures appear 1n 

A,:: .. !O'QN'I'S :rn'CLUDED IN OE!GIN.A.L COST OF FID.:D C.A?IT.A.L IN SER-
. VICE :J-ID O1l"'DER CONSTmJ'CTION, }$ SROV~N BY :E:G:lIEIT "D" ";??LICATION 
ii20117 , IN ~CESS OF COST TO l??..EDECESSOR 0k'Jl\\ERS OF, PRO?:::ffiTIES ' 

ACQUIRED. ' 

Consideration p~id by Sierra & San Francisco 
:Power Com.pany f'o= the properties of the 
Ste.nislaus Elect:-ic Fow'er Compelly: 

Common capital stock ••••••••• $20,000,000.00 
Second ~ort8ag~ bonds •••••••• 6,000,000.00 
tie,bili ties assumed other than 

bonds ••••••••••••••• 1,899,593.51 
Sub-total ••••••••••• w27 ,S99,693.5l 

Cost ot :properties and assets as shown 
by books ot Stanislaus Electric 
Power Co. (See C.R.C.Auditing Dept, 
Report dated Jan.15,1914) •••••••••• 7,242,121.06 

3xcess o:t: cost of acq,uisition over cost to :pr~\decessor 
o\~er •••••••••••••••••••••••• $ 20,657,572.45 

Consideration :paid by Western States Gas &. 
Electric ComDany tor the properties 01' 
the Humboldt Gas & ElectriC Co,5tockton 
Gas & Electric Corp.,.Unerican River 
Electric Co. anc. Ricbmolld Light &. Povrer 
COI"Ooration: 

Preferred capital stock ........... ~~ 1,500,000.00 
1,500,000.00 
2,000,000.00 

Co~on capital stock •••••••• 
6% Coupon notes ••••••••••••• 
Bo~ds of acquired companies 

assu:ed ............... . 
sub-total ••••••• 

2,586,000.00 . 
$ 7,560,000.00 

Cost of nro~erties as sho~r.n by the books ot ... - ~~ the a cquired companies. .. ...' '\:i 6,126,706.87 
Deduct: ~tnount carried on books ot 
Lmerican Rive= 31ectric Co. as cost 
ot ~~ter rights representing amount 
ot original stock issue. • • •• 2,500,000.00 

Sub-total •••••••• * 3,626,706.87 
Excess ot cost ot acquisition over cost to predecessor 

oivners ••••••••••••••••••••••. 3,959,293.13 
Total excess ot origine.l cost' over cost to p1"e-' .' . 

decessor o~~ers ot properties ac~uired •••••••• $24,616,855.58 

9-



·e 
! . 

It appears to us that Pacific Gas and,Electric Company, in 

recording the acquisition of the properties of tho three companies, 

should exclude rro~ its fixed capital accounts the ~24,6l6,855.58. 

This exclusion would result in placing in Pacific Gas and Electric 

Company's fixed capital and deprociation reserve account the follow-

ir.g:-

For Coast Valleys Cae anQ Electric Company, os o~ 
J"une ~O, 1928(Exhibit D) • • • • • • • • ~5,323,577.13 

For 'Hestern States Gas and Electric Com:pany, as 
ot ~une 30~ 1928. (Exhibit D less adjustment 
of $3,959,293.13) • • • • • • • • • • • • •• 23,463,342.~~ 

For Sierra and San Francisco Power Company, as 
of December 31, 1934. (Zxhibit D loss adjust-
ment or ~20,657,572.45) ••••• _ • • • •• 25,987,923.73, 

sub-total •••..........•...... 
Reserves tor depreciation(Exhibit D) • • • 

Ba.lance •• __ • _ •••• 
;;;54,774,84~.~7 

2,499,565.79 
~p52, 275,277 .58 

The Pacific G'as and Ele:tric CompeJlY, as indicated above, pro-

poses to write the $75,892,143.16 down to ~";61,20l,518.86, wb,ich is 
,," 

~l;8)926,241.28 in excess of the $52,275,277.58 just mentioned. In . 
Exhibit "7" the $8,926,241.28 is said to represent "consideration 

paie:. tor ','leter rights, going concern value and other intangibles". 

It further proposes to write oft the sum ot ;;3,122,188.75 now ap-

pearing in its capital surplus account, and thereby reduce the 

~8,925,241.2e to B5,804,052.53. In effect, then, the Pacific Gas 

and Electric Company re~uests that it be permitted to carry into its 

fixed capital the sum ~f ~58,079,330.1l. This sum includes said 
~5,804,052.53 which should not be charged to fixed capital accounts. 

There is no evidence before us that the $5,804,152.53 represents 
actual expenditures. The said $5,804,152.53 should be cl:larged,to 

Account 137, and carried in such account until it is ~vritten ort by 

ch~rges to profit and loss accounts. 

10-



The ~54,774,843.37 which may be charged to fixed capital 

accounts and the $2,~99,565.79 credited to the depreciation reserve 

will ot course have to be adjusted cecause of the cost of additions 

:J.nd. cetter.m.ents to the properties of Sierra and San Francisco Power 

Company from January 1, 1935 to th~ date of the transfer of such 

properties and oecause of debits and. credits "~o the depreciation 
reserve during thQt peri~d. 

In authorizing the purchaser to charge to its fixed capital 

accounts the items making up the ~54,774,84~.37) referred to in a 

preceding paragraph, the Co~i$sion is not making a finding of the 

value of' the properties for rate fixing or other purposes., nor" is it 

passing upon the ade~uacy of the r6s~rves for depreciation. The 

Co~~ssion reserves the right to inquire at any subsequent date into 

sai~ charges to capital accounts, as well as into the credits to the 
" ' depreciation reserve, and to order such adjustments as may appear to 

oe reasonable and. proper. .' 
!!~. Vernon F. Ca.nt, representins Modesto Irrigation District:);. 

~ppe~red at the hea.ring had OIl August 26th and requested on behalf ' 

of the District that he be giVen a reasonable time to study this ap-

plication and. to file such written objections o.s he felt justified 

in filing. This oppo::-tuni ty vias accorded the District in that fur-

ther hearings were had on this a.pplication on September 3, Septem-

be:::- 11 and October 7. No objections were filed by the District. 

Representatives of the cities '!Nho entered a.ppearances in 

the proceeding introduced no testimony nor offered a.ny objection to 
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the grant~B ot the application. 

Some reference should oe made also to cert~~in requests infor-

mally presented by ~embers ot the.Senate Committee appointed to in-

vestigate the feasibility of state ownership ,)1' those public utilit1es 

developing water and povier. The apprehension is expressed that should 

the state or Qny political subdivision thereot decide to acquire the 

properties of', one ot the utili'~ies here involved, atter their consol1- . 

dation,~he claimed compensation in the way ot severance damages might .. 
be materially increased. lienee, they urge that should permission to 

consolidate be granted) the Comm1ss1on should provide that a~plicants 
~1rst grant a r1ve yoar option per.mitt1ng any publio oody to acquire 

the properties without payment ot severance d9.Illages .. 

We do not understand, however, that in thus re~uesting the 
Commission to impose some condition protecting the public bodies 

against possible claims of severance damages in the event ot condem-

~8tion, these parties ere seeking to foreclose either o~ the appli-

cants trom claiming compensation for such damage as may result trom 

the condemnation ot a part only of its existing utility system. The 

right to compensation tor any such damage would depend upon condi-

tions surrounding the tacilities and business of each utility as they 

exist today before unification, and the Commission Vlould.be ~ithoilt 

?ower to deprive them ot this rieht or to compel either applicant 

to extend an option of purchase without right to demand just com-
pensation. 

i'le tali:e it, rather, that the real a:pprehension entertained 
by these public offiCials is that in the event ot condemnatiOn. ot 

part or all or one 01' the properties now held in separate ownership, 

the surviving utility may clai~ special severance damages bec~use or 
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the tact that the Commission has in this proceeding autb,orized their 

consolidation. We believe the public interest req,uires that we 

should provide so~e reasonable safeguard against possible claims tor 

compensation based merely u:pon the tact that 9. consolidation of the 

. r two systems is now authorized. Accordingly, our order h.erein will 

be so conditioned. 

o R D E R 

Application having been made to the Railroad Commission 

tor an order, us indicated in the foregoing opin!on,a public hear-

i:o having been held before Examiner Fankhauser, and the Cocmission 

Aaving considered the evidence submitted at such hearing and being 

o~ the opinion that tho application should be granted subject to the 
provisions ot this order, the~erore, 

IT IS EZ..1\ZBY ORi':l:mED ao follows:-

1. Sierra s"n,:l San Francisco Power Company may" atter the et;. 

tective date of this order and on or betore June 30, 

19~6) distribute and transfer to PaCific Gas and Electric 

Comp~y, in the course ot its proceedings tor winding'up 

and dissolution, all of the residue and remainder ot its 

properties and assets of every kind remaining atter the 

payment of aJ.l its known debts, liabilities and obliga-

tions, or the making of adequate provision tor ouch pay-

ment ~nd for the payment of its contingent liabilities. 
2.. Siorra. and San Francisco Power Company may, upon the distri-

bution and transfer of its properties and assets to 

Pacific Gas and'Electric Company, as permitted herein, 

cease furnishing and supplying service as a public util-

ity, and it hereby is relieVed, upon such distribution 
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and transfer, of the duties and tunctions of a public 

utility corporation in th0 territory in which it is or 

may be furnishing public utility service by means of 

said properties and assots to be distributed and trans-

terred. 
Z. PacifiC Gas and Alectric Company upon acquiring the properties 

and assets ot Sierra and "San Francisco Power Company may 

and shall assu.m.G and agree to pay all the ,:leots and lia-

bilities and perform all the obligations of Sierra and 

San Francisco Power ,Company and shall satisfy all of 

that company's liabilities and Obligations, exist~g 

and contingent, ~.nd all claims, demands and causes o;f 

action arising out of any contract, lease, tort, fran-

chise, arrangement, or otherwise, as provided in tho 

contract referred to herein. 

4. Pacific Gas and Electric Company may advance to Sierra and 

San FranCisco Power Company all sums of money which may 

be required for the payment or its debts and liabilities 

and may release all its claims, demands and causes of 
, .- , 

action, aeainst Sierra and San Francisco P?wer Company in 

connection with the latter's winding up and disso;Lution. 
5. The uuthority herein granted applicants is subject to, the 

condition that Pacific Gas ~nd Electric Comp~Ywi"ll 

charge to fixed capital accounts end credit to, depre-

ciatic1n reserve account, in connection with the acquisi-

tion of the properties and assets ot Sierra and San 

Francisco Power Compe.ny, Western Sts.tes Gas and Electric 

Compa.ny, including El Dorado Pow'or Company, ancl Coast 

Valleys Gas and Eloctric Company, including Del Monte 

14-



tieht and Power Company, the following figures:-

Cherges to fix0Q capital accounts: 
For Coast Valleys Gas and Electric 

Company • •• •••••• ~~5, 323, 57? .13 
For ·~·;estern States Gas and Electric 

Company • • • • • • • •• 23,463,342.51 
For Sierra and San Francisco Power 

Company • • • • • • • • 
Sub-total •••••••• 

Credits to depreciation reserve 
account. • • • • • • • • 

Balance •••••• 

25,987,923.73 
;~~4, 774,84~.~? 

2,4:99,565.79 
~,;52, 275, 277 .~8 

plus or minus the actual net. additions and betterments 

by the said Sierra and San Francisco Power Company trom 

January 1, 1935 to the date of the acquisition of the 

properties ~t said Sierra and San FrtUlC~scO Power Company 

by Pacific Gas and Electric Company, provided that the 

Commission reserves tho right to inquire into said charges 

to said fixed capital accounts and into the credits to the 

said depreciation reserve and to require said Pacific Gas 

and Electric Company to make such adjustments in said 

cnarges to said fixed capital accounts and to the credits 

to said depreCiation reserve as ~ay appear reasonable and 

proper; s~id authority is subjcct to the further condition 

that any s~ paid by the Pacific Gas and Electric Company 

tor the atoresaid properties in excess of the net amount 
which it is by this order permitted to charge to fixed 

capital accounts shall be written off by a charge of about 

~~'.~~J~~8~75 to its capital surplus account and the balance 

sha~~ be charged to .Acoou.nt ~3'7-M1sco~~aneous Deferred 

Debits, and carried in that account until it 1s \~itten 
otf '0"] cb.arg',es to pro!'i'c and loss. 

6. The authority hore:tn e;l"o..nted is subject to the rurther condi-

tion that the consideration paia by Pacific Gas and Elec-
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tric Company tor the properties and as~ets ot Sierra and 

Sen Francisco ?ovrer Company; Western States Gas ~nd =?lec-

tric Company and Coast Valleys Gas and Electric Company, and 

tho amount which said Pacific Gas and Electr~c CC?m;pany is 

herein authorized to charge to its fixed capitalacoounts 

shall not be construed as a determination of 'the 'value ot 

said properties and assets for the purpose ot fixing rates 

or any purpose other than the transfer herein or herebetore 
~uthorized. 

7. PaCific Gas and Electric Company, if it exercises the authority 

herein gre..nted, shall tile with th0 Commission on or "cetore 

June 30, 1936, a copy ot each book entry used to record on 

its books the ac~uisition of tho properties and assets ot 

Sierra and San Francisco Power Com.pany and tho distribution 

thereof) a=.d of the proporties of 7{estern States Gas and 

Electric Conpany and Coast Valleys Gas and Electric Company, 

to primary accounts, end also, a copy ot each deed or other 

instrument ot conveyance by which it receives title to the 

properties ot Sierra and San Francisoo Pow'ar Com:pe.ny. 

s. The authority herein granted will become effective twenty(20) 

days atter the date hereot; and when PaCific Gas and Elec-

tric Company has tiled with the Commission in satisfactory 

torm a stipulation duly authorized by its Board ot Direc-

tors and by the Board ot Directors ot Sierra and San Fran-

cisco .?ov:er Company in which said applicants agree that 

neither they, no!' their SUccessors and assigns will in the 

event that SO~e public body or public bodies seek to con-

demn all or part ot their properties, olaim severance 

damage because ot the tact that the CommiSSion in this pro-
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• 
ceeding authorized the said Sierra and San Francisco Power 

Company to transfer its properties to said Pacific Gas and 

Electric Company, and when Pacific ,Gas and Electric Company 

hos filed with the Commission a copy of the contract exe-

cuted by it and Sierra and San Francisco Power Company 

whereby it agrees, among other things, to pay the latter 

company's debts and liabilities and to assume its obliga-

tions, which contract shall be substantially in the same 

torm as that tiled in Application No. 20116 as Exhibit 

No. 10. IA--

D .. I!j,TED at San Francisco, California, this 1. D day' ot 

~ 1936. 

Com.'ilissioners: 
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