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Decision No.

EEFORE TEE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the matter of the Application of
PACIFIC GAS AND ELECTRIC COMPANY,

& corporation, for an order of the
Raillrosd Commission of the State of
Californis, granting to applicant a
certificate of public convenlence and
necessity to construct, operate and
maintain, in portions of the Countles
of Tehams, Glenn, and Colusse, the
electric lines and facllitlies herein
described; authorizing the constructlon
and installation of sald electric lines
in accordance with so-called substandard
construction; and approving the
establishment of a speclal rate area
embracing the territory In which sald
electric lines are to be located.
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Applicetion No. 22527.
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R. W. DuVal, for Apnllcant
W. T. Belieu and E. A. Garland, for
Rural Homes Electric Cooperative, Inc.

BY THE COMMISSION:
OPINION

In this application Pacific Gas and Electric Company re-
quests the necessary authority to exerclse certain franchise rights
now held; to construct, operste snd melntaln certaln extensions to
1ts electric distribution -system in portions of Tehama, Glenn and
Colusa Counties not now served; and to deviate from the requirements
of this Commission's General Order No. 64%-A (Rules for Overhead Line
Constructior) in constructing the sforesaid lines. It also seeks
the approval of the Commission to establlsh a new rate area
embracing the territory in wkich the aforesald electrlc lines are
t0 be located and operated, anéd to charge speclal rates therein.

Notice of hearing was given to all Interested partles,
including the District Attorneys of the countles Involved.




Public heering on this application vas held in the town
of Elk Creek, California, on March ©, 1939 at which place and tinme
evidence was taken by Examiner Wehe and the matter was submitted
tor decisione.

The area in which this new extemsion is to be bullt com-
prises portions of Tehama, Glenn and Colusa Counties, lying to the
west of Applicant's existing electric distridution system in the

Sacremento Valley. At the present time the ¢ities of Corning,

Orlend, Willows end intervenlng rural ereas are the nearest sec—

tions being served. Within the aforesaid unserved area are sit-
wated the communities of Paskenta and Flournoy in Teheama County;
Newville, Chrome, Elk Creek snd Fruto in Glenm County; Stonyford
and Lodoga in Colusa County; and rural homes between and adjacent
to these various communities. According te testimony of Appli-
cent's witness it is anticipated, from a canvass which has been
made, that 266 cusiomers would De served by the proposed projecte
The record further shows that 13 additional prospective customers
are yet to be solicited end four more prospective customers may be
furnished service by slight reroutings of the proposed lines. To
serve this entlire group of new customers will require the cop~-
struction of approximately 132 miles of 12,000~-volt lines located
substentielly in accordance with the description shown in Exhibit
mg" gppended to the applicotion which is amplified by Exhidblt No.
i introduced in evidence at the hearing.

The evidence shows that the apnual gross revenue reason-
ably to be expected from the operation of this project is in the
smount of $16,900. The record further shows that such estimate

13 based upon an actual canvass of prospective customers and 1is




predicated upon the application of the rates genersally now In force
in the unincorporated territory served by Appllcent, plus 33-1/3 per
cente.

Applicent's witness tostified that the building of this
project will result in an ostimated capital expenditure of from $900
to $1,000 per mile. Such cosis will not only include the necessary
{nvestment to comstruct a single phase 12,000-volt line, but like-
wise will provide for oll necessary transformers, service drops and
meters, as well as the survey ¢osts of laying out the project and
the seeuring of the necessary Tight of ways.(l)

The Tecord shows that Applicant Compeny could not bulld
the project with 1ts own orgenization for costs within the estimates
heretofore given; nevertheless, testimony was adduced showing that
such costs could and would be reelized by contracting the project to
a reliable and qualiried electrical contractor; that such contractor,
usirg the stondaxrds as setv forth in this Cormission's General Oxder
No. 64-A (Rules for Overhead Line Construction) end as modified dy
Rurel Line Deviations, contained in Exhibit "C" of the application,
would sue:antee, under suitable dond, Teo deliver complete to Appli-
cent the physical electric lines end thelr appurtenances at a price
not to oxceed the maximum figure of %1,000 per mile.

Tt is the Commission's opinion that the performence of any
contract that mey be executed for the purpose herein discussed should
be secured by & suitable bond that the work will be performed as

specified and at the cost agreed To.

(1)It was contempleted that a1l right of ways would be donated and
"that the costs involved would be limited to the expemses in-
cidental to the signing up end tremsfer of title.
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The evidence shows clearly that thils proposed electric

extension is being made in "lean™ territory. The area which 1s

proposed to be served is nof newiy devcloped, but has long been

settled. It is given over, essentially, to stock raising and farm-
ing, end mich of it might be classed as narginal lends. Because of
the cheracter of rarming, homes are widely scattered. The survey
shows that for the project as a whole,‘including the smell towns and
commmmities, the average number of customers to be served per mile
of 1ine is much less then normally considered necessery.

This meens that the investment required in electrlc line
tacilities per customer is reletively high. To compemsate Tor thils
higher investment cost, custoner usage of electricity and/or rates
should be correspondingly higher. The record shows that the relatlion-
ship between investment and annueal revenue is high in this project,
even after giving full weight to the proposed increase of 33.1/3 per
cert in the rates to be charged, end after realizing the low con-
struction cost. Such a relationship, the record shows, as between
jpvestment end the emnuel revenue will be & ratio of between 7 or8
to 1. This corresponds with the established general practice of
Avplicant of meking line extemsions free up to a ratio of 5 to le
Where the ratio exceeds this last named figure of 5 to 1, it is the
practice for Applicemt 1o require prospective customers to advance
the smount by which the actuel investment exceeds the'amount com—
puted on this 5 to 1 basis.

thile it is not a clearly esteblished fact that, in making
line extenéions, the Company cannmot increase the ratioc of investment
1o snpual revenue beyond 5 to 1, end Jjustify the same on cost of
service, yet deviations from a uniform practice at least raise the

question of discrimination end whether a precedent is being estabe




lished when a more liberal extemsion policy is used.

There is cnother aspect to this propossd project, which -
hes = direct bearing upon the requests made in this application. The
record unquestionably Jjustifies the conmclusion that 1f it had not
been for the competitive threat of the Rural Homes Electrlic Coopera-
tive, Inc.,(2) the Applicent would have Tequested permission to build
a mich lesser extension. This is substantiated by the fact that
Applicant 4id in September, 1938, informelly ask permission to ccn=~
SYTUCH @ portion of the present project, which would have been but

38.8 miles in length, as compared to the 132 miles here under appli-
cation. It s probable that such a project could have been con-
structed within the usual revenue-investment relationship end at no
{ncrease in rates.{3)

While the Commission is of the ¢opinion that any determlw
nation of the feasibility of & proposed extension should rest
essentially on the cost to sexve, yet there are other fLactors that
should not be overlooked. This proposed extension is not the usual
one vhere a general rule can be applied with resuliing fairmess to
alle This project represents an extension of comsiderable magnitude
and one in whiech there is a large public interest, calling for serv-
jioce in an area which is not now enjoying electric utility service
from any source. In addition to this there is alsc the competlitive
aspect which has heretofore been presented. It likewlse differs in

(2] A cooperetive enterprise made up of prospective users of service
and presumadly ready to proceed with development amd operation
in accordance with provisions of the Rural Electrification Act
of 1936.

(3) The Cormission ir reply, dy letter dated October 26, 1938,
questioned the justification of Applicent making a limited ex-
tonsion which would interfere with the development of a larger
project by the people themselves, and which latter project
would serve substantially the entire area.




that the establishment of a special rate area is asked wherein
higher than normal rates are to be charged. Because of this sur-
cherge feature, the actual net revemue to be realized by Applicant
should be more faversble than is implied through the relationships
heretofore presented in respect to investment and gross revenue.

It lopg has been the policy of this Commission to foster
end encourege the development of rural line extensions. The Com=
mission is of the opinion that the present project is warrsnted amnd
in the interest of the general public and should be permitted with
the minimur of restrictions.

The requests, that the Applicant be permitted to establish
a specisl rate area for the territory covered by this project amd to
surcharge existing rurel rates for other rural service by 33-1/3
per cent, eppeer fully Jjustified under the circumstances end, in
fact, we deem the surchargeé necessarye

The period during waich the surcherge will Temain in
effect is indeterminate at this time. Users of service may expect
that when the investment-revenue ratlio has becn reduced to approx-
imately 5 to 1, the surcharge will be entirely removed.

Tn sanctioning these requests, which the Order will pro-
vide, the Commission does not, and camnot, bind itself as to future
rete adjustments. The Commission is of the opinlion that, because
of the conditions present in the project, a prelimimary ox trial
pericd of two years from date when service 1s‘herearter £irst in-
gugurated should be permitted. Such a period will give tine for
wiring of homes, purchasing of appliances, and enable customers

generally to accommodate themselves to the use of electrle service.

After such a period, if revenues have not come up to the ropresen-

tations made in the record, rate adjustments mey prove necesSsary.




The Commission likewise believes it necessaxry to be free to nake
adjustments on Applicant's system operations and csarnings for any
defiolenclies that may accrue from this project after the initial
two=year period as set forth above. Such adjustments might be
deemed necessary in case the Investment-revenue ratio did not at
leest equal 6 to l.

The question likewise arises as to the basis on which

additional extensions to the project here under consideration will

be constructeds It is the opinion of the Commission that such adw

ditional extensions made durirg the first two years, dating from
the beginning of the originel project, should be constructed on
the same investment-revenue bdbasis as is shown by the originel proj-
ect, and that after such two-year period, they be comstructed in
eccordence with the then existing general extension policy, due
consideration being given to any added revenue occurring because of
the rate surcharges.

The evidence shows that Applicant has, for many years,
supplied service and has constructed electric linmes in Tebama and
Glenn Counties in accordence with Ifranchise rights granted to its
predecessors and under ordinances issued by those political sube
divisions, prior to the effective date of the Public Utillitles Act.
Furthermore, Applicent, according to the record, 1s furnishing
electric service in Colusa County under franchise rights granted by
that county in Ordinsnce No. 100, end by virtue of a certificate of
public convenience end necessity issued dy this Commission. Certi-
fication in the Order will bo mede in accordence with these facts.

At the hearing a large pumber of Dpersons were present

but no one offered any protest to the gramting of the application.




In fact all those who expressed themselves, including representatives
or the Rurel Homes Electric Cooperative, Jjoined hands with Applicant
in asking thet the Coxmission authorize the extension in 1ts entirety
end as set forth in the application.

A public hearing having been had, the matter having been
submitted for decision, and the Commission being fully advised in
the premises, it is found as a fact that public convenience and
necessity require the construction of an extension of the electrie
distrivution system of Pacific Gas and Zlectric Compeny in the
counties of Tehame, Glenn and Colusa, substantially as proposed in
Exhibit "B" attached to the azbove application, and as emplified by
Fxhibit "1," and as provided in the Opinion, end IT IS ORDIRED thet
Pacific das-and Electric Company be and it 1s hereby'granted e
certificate of pudblic convenlence and necessity therefor, pursuent
to Section 50(a) of the Public Utilitles Act.

Tt is further found as a fact that public convenience and
necessity require the exercise by Pacific Gas and Electric Company
of the franchise rights granted by Ordinances No. 30 end 45 of the
counties of Tehama and Glemn, respeoctively, in that certain terri-
tory to be served by the extemsion referred to above with subsequent
extensions thereof, emd IT IS ORDERED that Paclfic Gas and Electric |
Company be and it is hereby granted é certificate of public conven~
ience and pecessity therefor, pursuant to Section 50(b) of the
Public Utilitles Acte.

IT IS EEREBY FURTHER ORDERED that Pacific Gas and Electrié
Company be ani it is hereby authorized in the comstruction of the




above extension to deviate from the provisions of General Oxder
No. 64=-A in accordance with the provisions set forth in Exhivit
mC" attached to the application insofar as they are applicable to
the particular type of construction to be employed.

IT IS ZERIBY YURTEIR ORDERED that Pacific Gas and Rlectric

Company de and it is heToby authorized to establish a special rate

arce embracing the territory in which the extension project herein

authorized is to be located.
IT IS EFERESBY FURTHER ORDERTED that Pacific Gas and Electrio

Company be and it 1s hereby authorized to charge, fo? service ren-
dered in thec aforeseld speciel rate area, the rates contained in
{ts Schedules No. L-3, L4, C-l, D=3, D=8, DW, P-l, P-3 and P-13,
(mow on file with the Commission) subject, however, to & temporary
surcaarge of thirty-three and one-third (33-1/3) per cent.

The foregoing suthorizations are granfed subject to the
Tollowing conditions and not otherwlse:

(1) That Pacific Gas and Electric Compeny shall file
with the Reilroad Commission, within six (8)
months after the date hereof, a statement showing
by accounts, uvnder the Uniform System of Accounts
prescribed by the Commission, the cost of acquir-
ing and constructing the electric distribution
system herein emthorized.

That until otherwise ordered by the Railroad Com=-
mission, Pacific Gas and Zlectric Company shell
file with the Commission semi-annusl statements
showing by accounts, under the system of accounts
prescrived by the Coxmission, the investment in
said distrivbution system at the close of the semi-
annuel period covered by sald statement and the
operating revenues for the semi-annugl period in
the special rate district hereln authorized.

The first semi-~annual statement shall be for the
six months ending June 30, 1940, and sheall be

filed on or before August 1, 1940. Subsequent
semi-ennual statements shall be filed within thirty
deays after the c¢close of each semi-anmual period.




(3) Thet Pacific Gas and Electric Company shell, within
sixty (60) days fromw the date of this Order, file
the rate schedules hereln authorized and in a manner
satisfactory to the Rellroed Commission, and with
such £iling shaell submit a maep setting forth the
special rate arca heroin authorized, together with
a "Preliminsry Statement" suitably derznlng the
boundary of such rate area.

That the authority berein granted contemplates conw

struction of the proposed extension substantlially

in its eatirety and is not to be comstrued as author-

1zing a lesgser comstructlion.

The roregoing Opinion and Order are hereby approved and
ordered filed as the Opinion and Order of the Rallrosd Commission
of the State of Califormia.

Dated, Sen Frencisco, California, this (//*' day of

[ forneger

April, 1939.

Frewia M
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Commissloners.




