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‘Deciston No. 3SL24

?EFORE TrZ RAILEOAD ’OmNISuIO OF THE STATL OF CALIFOANIA

In the matter of the application of
PACIFIC GAS AND ZLECTRIC COLPANY, a
corporation, for an order of the
Railroad Commission of the State of
California, granting to applicant a

certificate of public coavenience:
and necessity w0 .exercise the right,
privilepge and Iranchise granted to
applicant by Ordinance No. 582 New
Series of the Council of <he City of
Bekersfield, County of Xern, State
of Caln.f.‘or*.ia. .

(Gas)

Application No. 245%0

NP LN L N L N L N D e

R. Ve DLJal Attorgey, for Applicant.
Re Y. Burum, for City of Bakersfield.

BY THE COMMISSION:

0RINZOQ
- Pacilic Gaﬁ‘ann Zlectric Compasy eeks authority to exercise
& franchise gﬁanted by the City of Bukers Lield perm}:t l‘zhé malinte-
sance of gas facilities upon 1he eets of seid. Ci.y. | )

The franchise referred 4o is onc grar ..ed by he Cit.y in
accordance wiﬁh the‘?:anchisc’Act of 937 ard is for a t..m ; no* to
exceed fifty (50) Jea... Al’ee is pa;able a“naa Lly o the Ny
cq"lval ent vo 2 pe* ce»u 6L v“e éro 55 recezpt. ur‘e' rom .
of the_rranch;sc, but ‘not les han 1 pe- cent o’ A sale. of gas by
apnlica“f wis hin th e;Citya' The direct cost %o ¢pleca. i“ 6b£aining"

he franchisc is stated %0 hQVﬂ been 48 638.30.‘ | |

As thls util y has for many Jca"s *c"vnd ‘£as within a.d
~about the City of Eakers-_eld, Kern ,ognuy, Withour competivion, it
is evido“u that ité rcouesz‘fo* e cert "icate 0 exercise .hié Lroan-

. C“l..se should be 7-1— ‘Uedt




ORDER

A px.bl::.c heasing havinr been held upo the "‘applicazioz.z ol |
Pacific Gas a.rd Zlectric Co*pany, the matter co"-"cercd ard iy
.appearing to the Cemmission 2nd iz bei:,g founu 25 a fact. chat osublie :
conveniencs and Acée#éi:y 0 ,:-equi:.-e‘,. thérci‘oré | |

IT IS ORODRED that Pacific Gas and Electric Compasy be
and "xereb_,' is gra.r.ved a cer"if.:. cate Lo exercisze the rigb..s and
pr:.v:h.eves granted b,,r the Civy oi‘ Bake:sfield by Or dina.nce'.\;o; 528
New Zeries, a.dop..ed July l&, 1941, -'L.bje 0 the con .".’v'i;)'fx,' 'ho"-
cver, that no cla....m of value for sx.c.. ..anch_.,e or .he autho.....
herein :-ra..ced in excess of the actual cost .,re*eo.. uha.ll ever be
zade by 'rran‘:.ec » itz mcccss§., , Oor assn.gn., » bei‘o*e .,h.:.s Conuni..sion
or before a.ny court or ot hcr pub...lc body.

The effective date of 4his Order shall Dde thc?ﬁwen‘aieth
cay from and after hc da.ﬂ- ﬁe*eo..-

Dated, San Francisco, Ca.liform.a » this ZZ dsy oi‘
l.arc.., l9L2.

Commissioners.




DISSENT IN DECISIONS NO. O _z:«é.m: NO. uzu_Z:m

APPLICATIONS NO. 24590 (Pacific Cas and Tlectric Commny, j;a.-,‘ service
in the City of Rakersfield)

AND. ———
vo 2L5QL~§Paci‘ic Cas and Electric Companv, electric service:
in the Citv of Bakersfield)..

wé dissent from the majority dacizionz in application#"
No. 24590 and No. 2&591 on. the grounds- and ’or .he reasons. stated by us
in our dissents in the seventcen m Paci’ic Gau and ?lec.ric Comp&nj
applicatmonu No. 22206 et. sec., c. 2. C. dcciazons Vo. BLA88 et 5eq.
| A ’L*ther reason for ¢issent arisc, from the ’act nat the
record in these proceecings shows that applicant, 4in add, ion to ;h;'pfo-_,
visions for payment of the upecified so—-called annual franchize. .ax, paid
the City of Bakerslield tbe sum of $13,600 for the two ’ranchise' (V8,600
for the gas ’rancgisc, Ord. No. 588 N. S., and $5,000 Zfor the. electric
’ranchige, Ord. No. 589 N. S.). The reason and the necessity ’o. theqe
abnormally large payments are not clear; nor ws. an allocation made by .he:
-Commiséion'o:‘thas~cﬁpénd iture be ween proper charges 0. applicant*s sar-"
plu;; cap‘tdl éﬁ& onerating'expen,es. The . p'oceedingu, we believe,
dhould be re-opened %0 de»enm;nc this marter. |
Shmi;ar ouest onr were: be'ore uhe Comm_ssion in b:e?ious pro-“l
ceedings (abolica lons Nos. 22432, 22665, 23583 and 2358&) Our dissont
here wisth refereace %0 uhl itom iu on pround, -ubutanzi&lly -imilar to
those stated by Commlusionev Vakefield in his decision Vo. 33902 o |
which reference ig made.
a In addit on, Comm*ssioner Havenner desires o makb thc folléwinp- ~-
‘statemant~ | , |
In scveral p*evious orders, autho-izing fhé isﬁuancé}of céiﬁifi;  :"

cates of public convenience and necessity ”or the exe*cise of franchise

rights, 1 have dissented because I bell eved the Comm.ssion should dewcrmine

i,




- whether the terms upon which the franchise was acquired were eithcr necoas=
SAry or proper.. Al ‘“*hough more than & ycar has e’apscd'sincc the datc of
my first diSSGnu on this ground, wnich wa.g in application No. 22&32 the

Commission has madc no detc*mination o. policy with re,pec* o unusually

la*pe payments by at ili Ly corporations for .ranchisos. I thcre ore,disscnt

from the majority opinion and ordc* this.case.

Certain ut ilitics which are subjoct to regulation by .his Conmis— '
sion have apﬁarcn 1y const*ued cne railure of hc Commission to establish ai
policy with respcct to such unusual paymen ] as an indication .hat thc Com-
zission will not object to the inclu*ion of thc amount of such payments iny
the capital accounts.o the util ics"o future *&tc-making pu*posc.. I am'
iﬁfoﬁncd ﬁh@~ as a res ul* Z the Comm_ssion s ’ailurc to incuire into thc
proprie*y of. paymcnus ’or franchiscs tho appliﬂant ut.li y has, in evcry |
ins.ancc, includcd .he ootal amount of =uch paymcnts in its capitai accounts.

: It is= obvious that unu'ually la*ge payzents for ’rauchiscs madc |
by utility co*po:ations to certain citics in this statc, and’ thcn included
vin the fixed capital accouﬂf of thosc utilit ics, placc an.incqpitablc bur—?‘
den vpon the ra.c—paje in hcr communities o.lche tato where no such
isfgc paymenf.u for r&nchiscs Havc bcon made.. | 1

.I* is significant vhar ovo-y 'ranchise certi.icatod by this
Commission during the past ycar, ’o* which an unusual paymenx wa.s made, ‘
conisins a provis ion discha*ging u'ae util ty from liability 'or camages
for illcgal uso of the stroct° and public highways in thc past. however,

. che rccords show that certain uzil ity co“po atsons have pcrsisten ly rc-v
Mused %o admit oha‘ thcj were ever liable for =uch damagcs, or vh&t *he
possibility of'such'a‘liability~cntcred into t&c unu'ual pricc paid for '
'raschiscs. The po’icy by & regula vory body of ref using ‘o inquirc into
the prop-iety of such payments is damag-np 4o the whole: tnoory oi public
; uzility rato-makinp and constitu es an injustice 0 a largc majority of

rate-payers in California, who derive no benefit from :hesc'paymonts,’but"




who are compelled, by the pol iey of ignoring *hem, R7Z bay inc eased

rates for all time in the future.

In the instant case, the recdrd shows tbat the-appiicént'utiliﬁ
¢corporation and thé City of Bakersfield Bo*ﬁ in sted that the amount paid
for the fr#nchise was,ﬁé 1egot*ated p*ice," bu the record does not disclose
-hat elither pa 7 W the itrans action gave any testimony as to how this
"negotia ed price" was arri ved at. ”he*e is nothing to: iudica e whe*he- the
cost of hold.ng a special chartnr ameqdmen* electmon‘ for the purpose or |

;ﬂo*iz ing uhc kind of ,,aqchize which applicant desi*ed (and we are
satiufied tha* no cha*ter amendment was necessa'y v satis.y avplicant'
“necessary legal . ’ranchise requirenment s), en ercd into the nOgo-iationu
that resulted in the ’ixing of the purcha,c p-icc. o | _

The inecuities 0 “ate-paye*s uh:oughout uhe Pacific Gas and
Eleéﬁric Cowpany*s sysvem brought abouu by unusual y large paymenus for
franchises in certain comminities may be illusvrated by the 'act .h4*'
Pacific Cas and zlec,ric Company paid .He Cit j and Coun*y of San r-aucisco

| vZOO 000 in 1929 for an elec:ric .ranchise, while the C'tj o: Freano e~
ceived . only ol9.L7 from Paci:ic Cas and mlcct*ic Company ’or the clectric
_-franchisc grauted by that c;ty.

It is t-ue that the annual revenue receivcd by Paci’ic Gas aﬁd‘
Electiric Company Trom the sale of electricity in San :ranciuco iu nearly 
twelve «ime~ as great as the annual revenue which i* receives in':resno._
but, even so, i: the San Francisco ~ranchiue had oeen "purchased" av h§

same rate s the Fresno franchise it woule have cost onﬂy a ’it le ove*

$200 instead of the VZOO 000 wh*ch was actually paid to San :'ancisco

Just why the wunit cost of ’ranchi,c should be approximately one «bouuaﬂd
times as Freat in San Franciseo as in Fresmo hav,nevcr been expla_ned by the
company beyond the statement that he p—ice paid in San 1=‘:-=u'zc5..-:c:o was '
"negotiated." Other compa isons are equally ba:fl¢ng. | -

| | ’acifmc Gas and ?lec.ric Company pu*chaved" e ect*ic .radch;scs .
from thirty counm;eu in Cal fornia for 7, 99&-59 “The anqual *evenuc To- |

ceived by Pacific Cas and Electric Company from .he sa.e of e-ecurici y in

el




:hcselthirtj céuntiés'A_Calavoras, Nevaca, Solano; Yﬁﬁd;'éanta:C1dra,L 

‘ Alamoda,'Shasta,iAmador, Placér,<El'Dorado‘ Tuolumhe; Zé#d; S#n Matéo,
Sonoma; Trinity, Yendocino, Butte, Plumas, ..olo, Napa., qutber, Frcs-mo, '
Vcrced ‘Sﬁnfa Bérbaré,uvnde~a, ﬁzng., Tehama, Fe.n, San wais Obispo and
Marzposa - was le,OSO 782.L9 |

‘ In San r*awci co vﬁe annual revenue ’romvuhe sa.e of elactrici:y
was $16,490, 097 0. Dus San Francisco received £200, OOO ‘or the&slcctrxc.
‘ranchise wh¢ch it granted, or more than uwenty-'ive ‘ime' as much as the i
votal purchase price' of the elec ric franchises granted by the ﬁhirty
counties enumerated above. o o
" In tﬁe in$+ant cése the City of. Ba?er-’icl&, wﬁich yieidea'Pacific ‘

Gas and Electric Company an annual revenue o2 $8L8,886 T ’or electricity;
was paid o5,039 20° ’or & ’ifty—yea* electric .ranch se. The civ y of Richmond
whe-e Dacif ¢ Gas and 31ectrzc Conpany" annual revenue ’rom eloc ricity was
$6es, b37 35, received on*y £379.78 for a rifey-year electrs. 'rancbise. The
City of Hontnroy, where Paciric Gas and ulect* ¢ Company*s aﬁnual revenue was
ealy $194, 591 a, rece;ved 94,105, 57 ’o“ a fifty-ycar electr.c ’r&nchiae The |
City of Piedmont, Jielding Pacific Gas and Electric Comaany an anuual revenue
of ’3169'934'12 , was paid §L ,296.25 for a fifty-year elcc) ric “ranc"xise. The
C; ty of San dose, yie*d_ng °ac ié'Gav and Eieétric Company an. annual revénuev
o~ S, 070 8&2 80 wa.s pa*d A2, 60L L0 for a ’iftyhycar electric franchise._"
The City of San Jateo, wbere Pacific Gas and E¢ectric Company rocoived &n
annual reveme of 3315,129.28, was pald v7,45h. 60 ’o* al '*y—yca. electric
*ranchise, while. ga*inas, which‘yueldcd a greater anrual revenuc for elec-‘
.r;city_than uan.uatco, was paid only $2,3230.80. On the othe- hand, vhe

. City of Sou h San ?ranciaco, yie*d*ng an annual revenue of 38& AOL.78 'or

-electricity, was paid only 840250 for an el ectric franch*se. Al of .heA

payments rc’erred to are in addition to the regular anmual so-called local

f*ancbise tax paymen:s. _
N &any other similar inequi ies between paymenmu madc by applicant

for electric anchzses in Va“iOLu communi ies, and also ’or ga ranchiqes,,

L




could be cited.

Iﬁ the instant case Pdc 2i¢ Cas and Elecur*c Company paid the
City of Bakersfield "séﬂ,ézs 30 for a gas franchise, in addition ..o..hc '
amount paid ’o th» elecu._c ’ranchise.
| Thcse oaymcnts, it mst be rcmemoc*ed are made by applicant
’or the sole r*ghf‘ £o use and oceupy the public .rcets and’ highways : 'y
within the police. ‘power of the ¢ities or count icc.' Opcratnng and *ervicc
| rights are outside such volice authoritf and wholly'within the juricdiction
of this Comm;ssmon.
he Comm¢ssion, by continued refusal to zdopt a policy; permi..
these v~delj va-yzng "pu*cnase prices™ for ’ranchﬁses to be included in
the ovc-—all rate base of apolzcant utility as 1egitimate capital expendi-
tnres; the ratc-payers throughout the company's gystcm will bo pcrpctuallj“
. penclized.rr |
Even in those communities whe-e the la*geso paymen:s were made
for francaises the r&tc-payc will be obl iged to foow their share of the
© bill, because che amounts pa;d for franchises in every ins.ance went/;nuo'
the public treasury for tax relief purposes and the rate—payerc rece_ved
no benelits as sueh. If thesc amounts are allowed w0 be capitalizod, .he
rate-payer, will not only be corpcllcd to make an involun:ary con r;bu ioﬁ
%0 the various ¢ity and county treasuries equal to the widely di c*ing
amounts of these "’ranchi-e cosvs," but after the £ anchicc payments have ;
been fully amorc_zed out of rat-s, the rctc—pajerc will contanue 'or all '
time in the future ‘o pay an annual return 40 the company on the to al amount of
the ’ranchi,e paymeﬂx,._ Such o rcoui rexeat would bo so manife tly uajus* to

the rate-paycrs chat,it should not be twlerated by any -egulato*y au*ho*i




