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Decision No. :)$086 

BEFORE TEE P.AILROAD CON~USSION OF TE3 SSA~E 'OF CALIFO&~lA 

IN 'l'EEMAl'TER OF TEE APPLICATION ~ 
OF COAST COcn~TIES vAS A.~D ELEC!RrC' , 
cOZri?Al."JY .AND CALIFORNIA-?.A.CIFZC 
. DTILITIES CO~ l-\.1.~Y FOR .AN' ORDER OF < 
TEE RAIL.~OAD .CmfilllISSIO~ OF TEE < 
STATE OF CALIFORNIA At:JTEO?IZ!!~G, THE 
FORY.ER 'XO SELL AN·D CON~.J'E.:t.,~'IO !HE 
LATTER TEEPOBLIC UT!LITY PROPJ:;F;TIES 
?..ER1IN ~m~TIONED UNDEH AND IN COJ.ll?OrtM
ITY WITH .AN AGREEMENT OF SALE AND 
PURCHASE DATED NOVE!!.BER 8, 1944 .. 

/ 

BY TEE COMMISSION: 

FIR,S! SO??L;:MENTAL ORDER 

Applicatio:l 
,No. 26437 

The Raiiroad Co~szion by Decision No. 37550? ea~ed 

December 15, 1944,. autr~rized Coast Co~~ties Gas and Electric 

Company to sell to Cali.forr.i.s.-Pac:i..f~.c Utili tie:; Co:npany its 

butane-air gas zyste~s sitnatce at Yroka a~d D~r.smuir. Paragraph 

four of the oreer in zai<i6.eci=ion reads as £ollo",\/s: 

"4. Ca1ii'ornia-?ac:Lfic Otilit.1es Company shall ~Jit:r..in 
four oontns after the date he~eof file with the P~i1roae 
Com:r.ission for approval a~t[j,tement snowing" by accou."lts, 
t!lC act.ual cost (esti:lat.ed if riot known) of sai<i tangible 
properties to Seller and its predecessor anc the accr~ee 
depreciation in said properties. Califor:'.:.ia-Pacific 
Otilities Coopany shall also file with the Commission. roX' 
approval the. book entri.es record:L"'l.g tbe purchase of said 
pJ:"opE:rties. ff 

California-Pacif'i.c Otilit1es Company on May 25". 1945". 

filed its revis·ed, boo,k entries. 'It pa.ic,. for t.he :;>rope:oties 

exclu,si v.e of materials 3..v.'J.d $ul'P;'j.(:s $50,693.90, ::a.."'l.c, proposes to 

record the purchase of the sa:le on, tne basts of the1~ or1gin~1 

cost.. Its 'book entries .:nay be su.."'i:larizcd ~z follows: 
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Total original cost of syst~c~ 
Less: Acquisition costs of ~he 

pro?erty alloc&ted to two 
systems on property basis 

Excess of Original Cost over 
amount paid 1'0:- the syste::lS 

Less Accrued De~reciat1on to 
12/20/44 . 

Amount to be credited to 
Utility P1~~t Acquisition 
adj us tmen ts a.~d amortized 
over recai.."'lin&. lii' e of. 
prope:-ty on 6% sinking 
fund basis 

YREKA 

$95,479.44 

23.101.21 

$72,378.23 

l~, ~:2~ .1,2 

DONSMOIR TOTAL 

$114,326.2.3 $209,805.67 

27,59?,.69 50,693.90 

$ 86,733.54 $159,111.77 

17~1~~.?~ 20s0~7·27 

Ihe above figures include $1,756.26 for int~~gible 

capital, whereas Sollor had r~corded such c~pital on its boo~~ at 

$6;,161.40. 

We find the book ent=ies tiled by Californ!a-?~cific 

Utilities Co~pany on May 25, 1945, L~ satisfactory form. 

IT IS HE?£BY ORDERED that California-Pacific .Otilities 
, ',' 

Compa.'"1.Y :nay enter on its books for the purpose· of recording the 

purcr~se of said butane-air gas sys~ems. at Yreka and a~ Duns:uir 
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, Di,~ent b;{ Corivn:r"~ioner- Sa.ehse 
in A'ePlieatiO'n No.~26437-:., •• . . 

I' di:5~e1'1t beca.1.X:ioe.':t,he ?recc~g,ord.el'" authcrize~ an .. .a.eeOWl~itlg 

procedure ccntrary to the U:Ii!O'rtn Sy.::tem o! AccO'unt:: tor Cas Corpora:t.ion:l 

pre3C
J
ribed, by th!:5 Coc:':i:l'sion (1),., ~d', beca~se the !acts or, th~.:tr~~ ... , 
. . 

tiorr to be accounted. !or~' i! the' ent.~i~s ,are made as aut.horized" will 

not ~~uare"'with and will be 'cont.:-a.rj",-to the book ent.rie~ •• The aut~~~, 

ized accounting procedure will, al~o cO'~pl~eat.e !uture regula~io~ 01" 
, , 

thi3 utility and will be :i~leadine L~,rate ~~ other proceedings. 

The record of the tr~=act1cn is undisputed and simple. 

Coa-st Counties Ga~ and. Electric CO!:lpany," the seller, ag....-eed to-sell 

and. Cal1£ornia.-Pe.ci!'ic UtUities Company, the btlye'r:,. agreed' to buy 

two .Butane:"a.i:r' gas propertie3 loeated in Y:-eka. a."J.cl. Duns::mir,. Cal1!"orma,.. 

The trwfer has been n:ade and the- priee paid for the properties, .l3 

agreed upon a!ter i"air and ~$~lel'lgtb negotiations bet.ween 'ieller &:l¢. 

buyer; was $50,693.90 {exclusiveo! material and supplie~).' !he 'buyer. , " 

'ha.5 paid' thi's sum 'to the, seller •. ' On Deeember 15.,' ~ 94J..y in Decizioc. 

N'O·.37$50 we approved 't'he ag::oeem.et: to sell", i."lcluding t.he sale ;and ., ... 

purcha~e 'Pr~ce"and. granted the ~lica"tion as being in .the ptlblie 

irite.rc':jt.. There is now before ,ust'he cl.I.:.eoSt ion o! 'how t.he ,c,o,-t of' the 

'aequ±red 'property is to 'be 'reeorded .:in ·buye.r".5 boou of ·a~count ... (2) 

The ';:na~o'rity in the preceding tir3t supplemental ,:orde,r 
" , 

~uthorlzes ~th~reeordtn.o; 'by the ''cayer ,of -1:.he-·'t.ot~ o~igi."l.:ll cost or 

system'-" :in 'the .amou."lt '0'1" $209;eOS.~, Zh~ 'an'~'e~c~sz O'f ~r.iginal . ' . . . , -
~;eo'!t;'o"er a:nount ~id for the" sy~tCl'Q.~'~"oi" S159.,m;77. ~ter de ... 

, ." 

(',) . .' ',".', " . 
... lit .... • • • , 

Etfeetive 'Jan~ '1, 1924".' tor 'Cla:$'s" A I C¢rporation~ and. 
'Ja.nuary J..,. '1926, for Cla'$$ B a.."J.d Cl.a.es C ·Co%"'?Orat:iotlS. 

; (2) . 
The Comc.i·s~ion '.,5 supplcJ:lCtltal o!"(!er dee::, not deal with ,the 'lO;:::s 

a:ce~ing'to 'the 'seller from 'this tran~etion" nor with the ;·xller~~. 
'req:u.S:'l:'ed·~ceou..."tl.ng 'entrie:.· It ;i5 a,!a-e1(,' howeve:;,_, that::the account.
ingentries or the seller",a..-.oe :i.."J. 'cooi"omity l'Iith .our' pre!3e'r1~ed • 
Sy~ter.t~o'f Accounts ·.and ;in ",h.a...-:nony with the. prir.eiples. and'l>roced.u.r.!!I. 
re'commenced in this :dis::ent •. 
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ducting Itaeerueadepreeiation to 12i20/4.4.ft in the aJ:OW'lt 0: $30,.037 .. ~7(3) 

there rem..e+n~ an "amount to ~ credited too utility plant aequ1~it.ion 

adjustments and aoortizcd over re~ li!e 0: property on 6% 'ink-
ing fund 'oasis" of $l29,.074.40.. The a::ount of $209,,$0;.67' designated 

as "total orig:!.n.al cost of syste::tS" is the alleged original cost (plU8 

a.ddi't~orl$ and 'bettermetrts) to 'the $eller a:td has no relation to the 

act~ cash eo~t to the buyer, which waz $SO)69~~90~ 

!/.y objeC'tion is to the inc1u.sicn in Cali!ornia-Paeitic 
, . 

Utilitip.s Co:npanyts accounts, as "cost" to the buyer, &"'11 amount in 

~xcess ot the actual cost of ae~ui3ition of $50,693 .. 90~ to show on 

the books 0: the buye:- MY cost amoUl'lt greater than thiz ~um is con

tra~ to the fa.cts". .a.nd contrary to this Co:nm.ission'" ULliform SysteJ:l 

of Accounts for Ga.:!: Corporat.ioM" supra.. , This prescribed- .lccounting 

s~tcm is speeif'i.~ in its requirements as to how trans3.ctio~ o! this 

natu;;:oe shall ~e rec~rded.~ In the general instructions Md c1e1'in1'tioM 

or the elassi!ic.ltion of: fixed capital accounts" Section 4 reads .a.::. 

1'c1lo~: (4) 

(,) 

"See. 4. BASIS OF CP.ARGES. The ehary;es to 'the fixed capitAl 
aeeou.-rt.s shall be 'ba.sed. upon t.he., co-et o! th~ pro~rty aCffi1ired .. 
~~en the con51derat10n g1ven ~r the purchase or. the improve
ment of: property,. the cost 0: which i~ ehargeable to such 
account5, is other than money, the money value ot the con-

, sid.Cra;t1on at the time of the trar..saction.shall be chArged to 
the fixed capital aceo~ts and the actual consideration shall 
be described in the record' in sufficient detail to identity it. 
The corporatio,n ~hall be prepared to :!'u..~h to the Commission.,. 
upon demand~ the .particulars 01' its determi.....atioo. or the &etu.al 
ca:h value 0: the ccn~ideration if: other thanmoncy." (Eophasi~ 
supplied) , 

This was the ,depreciation accrued by th~ seller (not' by the 
buyer) and in the sellcr's ac<:ou.nt~ th~ depreciation accruAl h~ 
oeen treated as o.r.rsetting, i.."l po..:t" the lo~ incurred by t.hi3 , 
transaction. '!he balance of the lo~ in t~ bu.yer"s accounts is 
charged. to ' profit and 10 SS.. ' 

(4) Pa.ge)6., Uillorm Syztem 0: Accounts 'for Gas- CorporatioM, 
1945 repri.:lt. 
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• • • • • ~ 'II' ,. I , .'" " 

" aceoWlting ,:ela~s:U·iea.tion', a."l.d,l!l0~ doubt."'i:s left ,that by eo:t' 1:; meant . . . ,. 

j , •• 

. ,t,he actual eonzid;ora.t~On;,in 'moneyl -o.t', t'he' t'iine 'oi" :the :tra.~a:ction. "·No 

,eon~idera.tion,'other' "than' money is" involvec':tri the' purchase" o~ 'this 
, 

, " , 
;.." recordi.'lg ·'o~'·the, true" f~ets -o{'tr.i~' transaetion in' a.ecord-

, .' ... " ' 
~ ~th the,pre$eribed.syste~'or accounts re~es the' ent~ of ,this 

pureh3.:.e 1."'1 ,the'buyer':s:.t1xed,eap1t8J. :aeeocint.:s,' Under "Aecourit 398". 'Co~t 

,of ,!laet.~d Equi1:ll':lent ,Pureha-:;o6; :i:n,th~ ,t.otal' aoount' or:' $50,693;90 

($,2).,\lOl.~~::.ror,the~Yreka "pr~rty and $~7,59Z.69 '!o:" "the DUnsouir 
• I • t 

,property:);J;$) The 'buy.er 'shoul'd,'be 'reqUireo.:to iet 'up the proper de-

:($:) 
t ~-., .... • ..' 

, ,. . /.': 
'l'he de!VliM:on 'r.t! "thi3 a.ecourit iz 0.3 '!'ollow:s: 

'''398. COS'rOF ?L~rT AND ,EQUI?~T PURcHAsED" .. 
,tjnle,~.e: <>thed"Y.'i~e ordered or: d:!i-eeted.';:r 't~e ~o.r:lrn~~icn:~, , 

-the:re shall be inCllldec!. in thi:l 6:COOutlt. the 'eo'st to the 'corpOra-
"t1oo . of any plant, p1.l.l'ehaeec!. 3:3 a w~ole.. ii:here the cOntra.ct ,o! 
''Purchase "~l1lde~ not only 'Plant and cCiuiPmcnt." b,ut lu.S\? ~ecuri:'" 
'tie:z"3Jld' ~oth!!l" a~3ets, the app'rai~cd value, of sueh, seeurit~ez~ , 
and .other,.a~3ets snAll be dedu6t~c. from ~h~, ~0ta1 cazh e<?st. an~, 

'the 'remaind~ or the ea~h eost shall be eharged to thiz aeco~t .. 
'~ere':,the- ~O:o.~iderationgiven for ~he propert.:r pure~ed i~ " . 

. ',<>th&:r:" ,t~,~h', .5uch eo~1der3.tion shall be v:llued on.a. current 
'.cash; ba!;1'~, .. ' Ir the cOMideratio,n inelude:;;' the a~sUl'!pt:1.on, o~ ,_ 
·l~bttit.'ie"A sueh liabilitie~ shall be iiieluded .L"'1 the detcrmini
~'O.c.'"t' .. ~ cost 'at their cash value at the t±::e the contract i:s 
'::tnde.:" " . . ' " ..', ,,' :, 

, ,'T!,-J:~ aecouat shall,. be used only tl~' e: clean."lg ,account. ~ 
whi~ temporarily to ca.:!"t'Y the eo~ of pl3.t1t and equipment, pu.,~ 
eha:;ed tor 3. lump su:u until sueh time fJ.s· .'3, 'plan' for mak~ng,.~ . 
tribution to the .pri."!k.'l.ry )).ceoun~ tlppropri3.t.e to'the property is" 
approved· by t.he eO:rn"!~"~:::ion... , . ' '. , ... 

i'rrien .'3,' plant i,~ pwchJlsCd' and.' ,the' i",~:c,~' iinp;-6v.~m~n~5 • 
and/or equipment aequired a~ in, such pnys!eal ConGit.ion' :t.bs.( 
it, is necessary, su'o'st~"lt"ia.lly to' rebuild: the plant 1r1' order to 
bring it up to· the. st.'and.'!rd.· required bY' the: cori'oration".: th,e . 
cost. otsueh' r.E:build1n~' sh,.~ll be ehargcd. to thiS-' fl.e~OMt, btJ.t.' 
a.s e" sep.~atc item; .. When the work of:' :oeconstruet,1oni:s c.oinplet.ed.. 
the. cost' thereor ~h::lll be credited 'to: thi$aeeo~t' o...-ip, charge~-tO 
other:, fixed: capital aeeo~t:, f,1,:ppropriat.e for' the eXpenditure3, " ' , 
Il".adc, •. A .comprehensive stllt.e:nent o'!" -:.he ,e~tim:D.t.ec:. ~o~t nElce.szary 
to reeon$truct a. ,plJlnt~ in' Ilceord.a.nee with the, ",bove' provision , 
shall be made' to" thc' eorn.r:rl.~sion·:.l.,s. soO?· .'lS, the e3t1.m.o.te is ma.de. 

, .. 
NOTE: A.', The, v3.lue at' the "time or' purch~e" or 3..V<s~e~i-' 

ties ox: ·other·.::.~ts, acqui%'ed.'irl connee-r;:ton"with'the purchase. 
or '3. plant' shall 'be irieluded 'in t.he aceounts' :3,ppropriit~ tor· 
~oh, az~ets. , The par value or, f.illy·li:lbilitY aii1Jme'd. 'in" ~ch 
tran.saetion· shill ',be included iri 'the:- appropria.t'e 'lia.b'il1ty 
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preeiation 3ga1n3t t~ acq~1red deprcc~ble ?roperty represented by 

all or part of the actual eo~t o! such ProPCrt71 not exccedlng $50,693,90# 

(5) corrtd. 
account:! and. MY ,,neceZS3r/ adjustcent Oet."IIeen the eash value 
c'h:~.rgE)d to the prope rty accollAts a."ld par V3.lue 3hnll 'be made 
in the appropritl.t(b prerniu:u or disco 1.m.t account. 

NOTE B. Tho corporation s'btl.ll be prepared 'te furnizh 
thl! commission upon demJl.!ld 0. ~u.ll report .of the oCOlltr-9.ct o!. 
acquisition or each plant or 'POrtion thereo£ 'Pure·b1J,:;ec. o.nd a 
~t~ment sh~~ in detail the con:;16eT~tion given teere£or. 
It SM.ll, :;0 !3.:I n:; practic,'l1;)lc, ?rocure in .cooneeti.o,e wi'tll 
the A.coui,itio1l. o! .... oy sueh ~l~nt ··:tnd equipment .:ll ~x1.s:t!n.g 
reeord-a" memoranda nnd .'leeount: in possc::zion or con.trol o! 
tne grar~or relaticg to the·cc.~truction ·~d improvements c! 
~h 'Plant ll!1d. eqlJi~C'nt, .l.."J.d ShI.!ll preserve -'U.c:h re,e¢rd~., 
.memor3Jl~ ana :".ccounts. Whcr\: the rt"cords,:,memora.ndo. :u"ld 
IlCCOU,"lt·:; a.re '~ 1::.tir.latelY' invol:vcd with other reoord:, " 
l'!1e:llorancia :md aceocnts 'of ~ho gr.:l.ntQ!" M t,.e ~ke "t-beir 'trans-. 
fer impracti.c:3ble -or in3.~vi::a.ble, ee%'t.itied copie:;' tllereo! 
-shall" in so f:.J.r a~ j:lract~eD.ble) be pr.ocurcd .. ", 
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