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Decision No. 

BEFORE TEE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA 

In the matter' of the A~plication of ) 
PACIFIC GAS AND ELECTRIC COMPANY, 
a corporat1on, for an order of the ) 
Railroad COmmission of the State of 
California, granting to app11cant a ) 
certificate of public conven1ence and 
neces~ity to con~truct, operate and ) 
mainta1n, 1n portions of the Count1es 
or Tehama, Glenn, and Colusa, the ) 
elect~ic lines and facilities he~ein 
described; authorizing the construction ) 
and installation of said electric lines 
1n accordance with so-called substandard ) 
construction; and a~prov1ng the 
establishment of a special rate area ) 
embracing the territory in which said 
elect~ic l1nes are to be located. ) 

BY THE COMMISSION: 

R .. W. DuVal, for Ap:9licant 
W. T. Belieu and E. A. Garland, for 

Rural Homes Electric Cooperative, Inc. 

Q~!!!!2.! 

In this application Pacific Gas and Electric Company re-

quests the necessary author1ty to exerc1se certa1n franch1se rights 

now held; to construct, operate and maintain certain extensions to 

its electric distribution-system in portions of Tehama, Glenn and 

Colusa Counties not nov served; and to deviate from the requirements 

of th1s Commiss1on's General Order No. 64-A (Rules for Overhead Line 

Construction) in constructing the aforesaid lines. It also seeks 

the approval of the Commission to establish a new rate area 

embracing the territory in wh1ch the aforesaid electrie lines are 

to be located and operated, and to charge special rates therein. 

Notice or hearing vas given to all interested parties, 

including the District Attorneys or the counties involved. 
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Public hearing on this application "m;\$ held in the town 

ot Elk Creek, Calitornia, on March 9, 1939 at which ~lace and ttme 

evid.ence was taken by Examiner Welle and the matter was submitted 

tor decision. 
The area in which this new extension is to be built com­

prises portions or Tehama, Glenn and Colusa Counties, lying to the 

west of Applicant's existing electric distribution system in the 

SacrSlllento Valley. At the present time the cities of Corning, 

Orland, 'ftillows end intervening rural areas are the nearest sec­

tions being served. 7i1thin the atoresaid unserved area ere sit­

uated. the communitie3 or Paskenta and Flournoy in Tehama County; 

Newville, Chrome, Elk Creek and FrUto 1n GleDD. County; Stonyford 

and Lodoga in Colusa County; and rural homes between and. adjacent 

to these various communities. According to test~~ony ot Appli­

cant's witness it is ~ticipated, from a canvass which has been 

made, that 266 customers would be served ~y tne proposed projeot. 

Tlle record turther shows that 13 additional prospective customers 

are yet to be solicited and tour more prospective customers may be 

turn1shed service by slight reroutings or the proposed lines. To 

serve this ~tire group ot new customers will require the con­

struction or approximately 132 miles of l2,000-volt lines looated 

substantially in accordance 'Vlith the d.escription shown in :Exhibit 

~n appended to the npplicution which is amplified by Exhibit No. 
~ ~ 

1 introduced in e"1idence at the hearing. 

~he evide~ce shoWS that the annual gross revenue reason-

ably to be expected from the operation of this project is in the 

smount or $16,900. The record further shows that such est~ate 

is based upon ~ aotual cenvass of prospective customers and is 



predicated upon the application ot the rates generally now in torce 

in the unincorporated territory served by Al'Plice:c.t, plus 33-1/3 per 

cent. 
Applicant's witness testified. that the building ot this 

projeot will result in an estimated capital expenditure or !rom $900 

to $1,000 per mile. Such costs will not only include the necessary 

inves~ent to construct a single phase l2,000-volt line, but like­

wise will provide tor 0.11 neoessary transf'ormers, service drops and 

meters, as well as the survey costs 01' laying out the project and 

the securing 01' the necessary right ot ways. (1) 

The record shows that APplicant Company could not build 

the project with its ov.'D. organization tor costs within the estimates 

heretotore given; nevertheless, testtmony was adduoed showing that 

such costs could and would be realized by contracting the projeot to 

a reliable and quali1'ied electrical contractor; that sueh contractor, 

us~g the st~dards as set forth in this Co~ss10n's General Order 
" 

No. 54-A (Rules tor Overhead Line Construction) and as mod1t'1ed by 

Rural Line Deviations, contained in Exhibit ncn ot the application, 

would guarantee, under suit~ble bond, to deliver eo~lete to Appli­

c~t the physical electric lines and their appurtenances at a price 

not to exceed the max~ tigure 01' $1,000 per mile. 

It is the Commission t s opinion that the performance ot e:tJ.Y 

contract that may be executed tor the purpose herein discussed shon1d 

'be secured. 'by a suitable 'bond that the work \'til1 be performed as 

specified and at the cost agreed to. 

(l)It was contemplated that all right ot ways would be donated and. 
that the costs involved would be limited to the expenses in­
cidental to the signing up and transter ot title. 
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The evidence shows clearly that this proposed electric 

el.'"tension is being made in "leentt territory. The area. which is 

proposed to be served is not newly developed. but has long been 

settled. It is given over, essentially, to stock raising and farm­

ing, end much of it might be classed e.s marginal lends. Because ot 

the clle.l"acter o!' taming. homes are widely scattered. The surve:y 

shows that for the project as a whole, including the small towns and 

communities, the average numb-er or customers to be served per :mile 

o~ line is much less than normally considered necessary. 

This means that the investment re~u1red 1n electrio line 

tacilities per customer is relatively high. To compensa.te tor this 

higher investment cost, custo~er usage ot electricity and/or rates 

should be correspondingly higher. The record shows that the relation­

ship between investment and ~ual revenue is high in this project, 

even atter giving :full weight to the proposed increase or 33-1/3 per 

cent in the rates to be charged, end at'ter realizing the low con­

struction cost. Such a relationship, the record shows, as between 

investment and the axlllual revenue will be a ratio or between? or 8 

to 1. This corresponds with the establiShed general practice of 

Applicant of making line extensions tree up to a ratio 01' 5 to l. 

~~ere the ratio exceeds this last n~ed figure 01' 5 to 1, it is the 

practice for APplicant to require prospective customers to adv8Jlce 

the amount by which the actual 1nves"l;m.ent exceeds the amount com­

puted on this 5 to 1 basiS. 

While it is not a clearly established tact that, in mald.ng 

line extensions, the Company cannot increase the ratio 01' investment 

to annual revenue beyond 5 to 1, and just1ty the same on cost of 

service, yet deviations from a uniform practice at least raise the 

question or discrimination end whether a precedent is being estab-



lished when a mere liberal extension policy is used. 

There is another aspect to this proposed project, which' 

has ~ direct bearing upon the reCJ.uests made in this application. The 

record unquestionably justities the conclus1o~ that if it had not 

been tor the competitive threat ot the Rural Homes Electric Coopera­

tive, Inc., (2) the Applicant would have requested permission to build 

a much lesser extension. This is substantiated by the tact that 

Applicant did in September, 1936, informally ask permission to con­

~~ru~~ a port1on o! the present project, whiCh would have been but 

38.S m1.J.es :U:I. ~engtl:l.. as oompared to the ~32 mi~es here Ull.der appl1-

cation. It is ~robable that such a project could have been con­

structed within the usual revenue-investment relationship end. at no 

increase in rates.{Z) 

~l.n11e the Commission is of the opinion that any determi­

nation of the feasibility of a proposed extension should rest 

essentially on the cost to se=ve, yet there are other tactors that 

should not be overlooked. ~his proposed extension is not the usueJ. 

one where a general rule can be applied with resulting tairness to 

all. This project represents an extension 0'1: considerable magnitude 

and one in which there is a large public interest, calling tor serv­

ioe in an area which is not now enjoying electric utility service 

trom any source. In ~ddition to this there is also the competitive 

aspect which has heretofore been presented. It likewise dtrters 1n 

(2) X cooperative enterprise maae up of prospective users ot service 
and pres~bly ready to proceed with development and operation 
in accordance vd th provisions ot the Rural Electrification Act 
ot 1936. 

(3) The Commission in reply, by letter dated October 26, 1938, 
questioned the justification ot Applicant making a l1m1ted ex­
tension wnich would intertere with the development ot a larger 
project by the people themselves, and which latter project 
would serve substantially the entire area. 
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tha.t the establishment of a s:pecie.l rate area is asked wherein 

higher than normal rates are to be charged. Because of this sur­

charge feature, the aotual net revenue to be realized by Applioant 

should be more tavorable than is imp,lied through the relationships 

heretofore presented in =espect to investment and gross revenue. 

It long has bean the policy of this Commission to toster 

and encourage the developlllent of rural line extensions. The Com­

mission is of the opinion that the present project is warranted and 

in the interest of the general public end should be permitted with 

the min~ ot restrictions. 

The re~uests, that the Applicant be permitted to establish 

a special rate area tor the territory covered by this project and to 

surcharge existing rural rates tor other rural service 'by 33-1/3 

per cent, appear tully justified under the circumstances and, in 

tact, we deem the surcharge necessary. 

The period during Which the surcharge wUl remain in 

effect is indeterminate at this time. Users ot servioe may expect 

that when the invest~ent-revenue ratio has beon reduced to approx­

~tely 5 to 1, the surcharge will be entirely removed. 

In sanctioning these req,uests, which the Order w1J.l pro-

vide, the Commission does not, end cannot, bind itself' as to 1'uture 

rate adjustments. The Commission is or the opinion that, beoause 

of the conditions present in the project, a prel1minary or trial 

period or two years rrom date wh~ service is hereatter rirst in­

au.gurated should 'be :permitted.. Such a period Will give t:1m.e tor 

'Hiring of' homes, purchasing of' appliances, and. enable customers 

generally to accommodate themselves to the use or electrio service. 

Atter such a period, if revenues have not come up to the represen­

tations made in the record, rate adjustments may prove necessary. 
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The Commission likeWise believes it neee~ssar:r to be tree to :make 

adjustments on Applioant's system o~erations and earnings tor any 

defioienoies that may accrue trom this ~roj eot atter the initial 

two-year period as set torth above. Such adjustments might be 

deemed necessary in case the investment-revenue ratio did not at 

least equal 6 to 1. 

The question likewise arises as to the basi~ on ~ich 

additional extensions to the project here under consideration will 

be constructed. It is the opinion or the Commission that suoh ad­

ditional extensions made during the tirst two years, dating trom 

the beginning ot the original. :project, should be constructed. on 

the same investment-revenue basis as is shown by the original proj­

ect, and that atter such two-year period, they be constructed in 

accordance with the then existing general extension policy, due 

consideration being given to any added revenue occurring because ot 

the rate surcharges. 

'rho evidence shows that Applicant has, tor many years, 

supplied service and has constructed electric lines in Teh~ and 

GlellJl Counties in accordance with tranchise rights granted to its 

predecessors and under o~d1nances issued by those political sub­

divisions, prior to the ettective date ot the Public utilities Aot. 

Furthermore, Applicant, according to the record, is :furnishing 

electric service in Colusa County under franchise rights granted by 

that county in Ordingnce No. 100, and by virtue ot a certiticate of 

public convenience end necessity issued by this Commission. Certi­

fication in the Order will 'be made in accordance ~1.th these tects. 

At the hearing a large nUID.ber ot :persons were present 

but no one otfered any protest to the gr~t1ng ot the application. 
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In tact all those who expressed themselves, including representatives 

or the Rural Homes Electric Cooperative, joined hands with Applioant 

in asking that the Commission authorize the extension in its entirety 

and as set forth in the application. 

ORDER _ .... ---
A public he8.:t"ing h~ving been had, the matter having 'been 

submitted tor decisioA, and the Commission being tully advised in 

the premises, it is tound as a tact that public convenienoe and 

necessity require the construction ot an extension or the electric 

distr1bution s1St~ ot Pacific Gas and 3lectric Compeny in the 

counties ot Tehama, GleIlll and Colusa, substantiall:y e.s pro);)osed in 

Exhibit ~" attached to the above application, end as amplified by 

:!!Xhib1t ttl," and as provided in the Op1n10n, and IT IS ORD!RED that 

Pac1tic Gas end :Electric Company be end. 1t 1s hereby granted a 

certiticate ot public conven1ence and necessity theretor, pursuant 

to Section 50(a) ot the Public Utilit1es Act. 

It is t'urther found as a fact that public conven1ence and 

necessity req,uiro the exercise by Pac1r1c Gas end Electric Com:PellY 

ot the franchise rights gl"'anted by Ordinances No. 30 end 45 ot the 

counties ot Ten&ma end Glenn, respeotively, in that certain terri­

tory to be served by the extension referred to above with subsequent 

extensions thereot t end IT IS ORD:EP..ED that Pacitic Gas and Electric 

Company be and it is hereby granted a cert1ticate ot public conven­

ience and necessity theretor, pursuant to Section 50(b) ot the 

PubliC Ut1lities Aot. 

IT IS HEaE8Y FURTh~ ORDERED that Pac1:f'1c Gas and Electric 

Company be an~ it is hereby authorized in the construction ot the 
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above extension to deviate trom the ~rovis1ons ot General Order 

No. o4-A in aooordanoe with the provisions set forth in EXhibit 

"Cn attached to the applioation insotar as they are applica~le to 

the partioular type or construction to be employed. 

IT IS HEREBY FURTHER ORDERED that Pacifio Gas and El~ctr1¢ 

Company be end 1 t is hereby authorized to establish a speoial rate 

area embracing the territory in which tb.e extension proj ect herein 

authorized is to be looated. 

IT IS HEREBY FURTHER ORDER~ that Paoifio Gas and Electrio 

Compeny be end it is hereby au.thor1zed to cllerge, tor servioe ren-. 
dered in tho atOI' esaid special rate area, tlle rates oontained in 

its Schedules No. L-3, L-4., C-l, D-3, D-8, DW, P-l, P-3 and P-13, 

(now on tile with the Commission) subject, however, to a temporary 

surcharge of thirty-three and one-third (33-1/3) per cent. 

The foregoing authorizations ere granted subjeot to the 

following conditions and not otherwise: 

(1) That Paoifio Gas and Electrio Co~panY' shall file 
with the Railroad Commission, within six (6) 
months atter the date hereor, a state~ent showing 
by accounts, 'Under the Unit'orm. System ot Acoounts 
prescribed by the COmmission, the cost of acquir­
ing and constructing the electrio distribution 
syst@n herein authorized. 

~hat unt1l otherwise ordered by the Railroad Com­
mission, Pac1!1e Gas and Eleotric Com:peny shall. 
tile with the Commission semi-annual statements 
sho~~g by aocounts, under the system or accounts 
prescribed by the CoICm1ssion, the investment in 
said d1str1bu~ion system at the close ot the semi­
annual ~eriod covered by said statement and the 
operating revenues tor the sem1-snnual :period in 
the speoial rate district herein authorizod. 

The tir3t semi-annu.al statement shall be tor the 
six months ending June 30, 1940, elld shall be 
tiled. on or betore August 1, 1940. Subsequent 
semi-annual statements shell be tiled witb.1ll thi:rtY' 
days atter the close ot each semi-annual period. 
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(3) 

(4) 

That Pacific Gas and Electric Company shall, Within 
sixty (50) days trom the date of this Order, :tile 
the rate schedules herein authorized and in a manner 
satistactory to the Railroad Commission, and with 
such tiling shall submit a map settinS forth the 
special rate area herein authorized, together \v1th 
a rrprel1m1nary Stat~ent" suitably defining the 
boundary of such rate area. 

~hat the authority herein granted contemplates con­
struotion of the proposed extension substantially 
in its entirety and is not to be oonstrued as author­
izing a lesser construotion. 

The toregoing Opinion and Order are hereby approved and 

ordered. tiled as t.he Opinion and Order of the Railroad Commission 

or the State or California. ;;/ 

Dated, Sen Freneiseo, California, this J/ - day of 

April, 1939. 

~~~r/ ~ co6m!ssoners. 
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