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Docision No. ,3_35(?9
BEFORE TVS RATLROAD CCZ/ISSION OF THE STATE OF CALIFORNIA

- ORIGimag

Apbllcatn.on
No. 27896

In the Yatter of the Apolication of CLYDZ W. HENRY
and PACITIC GAS AND EIECTRIC, COMPANY for an order
of the. Railroad Commizsion. grr,.r.t_:z,, upon_applicants
all necessary pemsszon and :n..:xo::_ty “o. consummate
in accordance with its torms, an agrecment of sale
and pu:-cmse dated the 2 {th cay of Sect 2ber, 9/;6
(Covelo ETlechric 'Svs tc.'n) :
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Commiss:.on L] mvest. gation into sufficiency and cuality
of electric service, and tiie reasonableness of the.
rates, etc. of CLYDE i JENRY (Klamath Water, Light
and Pov'e* ‘Company), e, : '

Case No. 480L

CALTFORNTA FARM BUREAU TEDSRATION, Cox olamant,
V5e
CLYDE ¥. HENRY (Thc Point Arena Blectr:z.c Lig‘i* and:

Power Co.) and PACIFIC GAS AND ...I....C"‘"-’IC COYPINY,
D e*ﬁants,

Case Noa. 4805

RALFH V. DI.\TAL for Pacific Gas and Electric
Co*zpa.w:.

CLYDE T )Rf , in rreopria persosna
J. J. D“L...u and ...DSOv ABZL, fo* Califeornia. Farn

Bureau Federation

ROWELL, Commissioner:

In Application 4/896 Pa.c...flc Gas and ...lectr:.c Company' seelss authority
Lo pu:rchase, and Clyde W. Henxy to sell, the latter's electric generating a.nd dis=-
tribution system at Covelo, County of ‘Iendocino.l Ca.ses LBOL and M‘:‘OS raise the
question of she adequacy of tae el octr:.c .,ervice rendered by Henry, not only at
Covelo but aiso at Klamath and at Po:.nt irena, The first case is an mvestigatxon
instituted by the Commission, and t‘ne otier is a complaint liled by California
Farm Bureau orajing rnat the Commission order Pacific Gas and Electric Company™*

to extend its electric .,ervlce ..uc:.l:.txeﬂ into the Covelo area.
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Hearings in the complaint matters relating to the Point Arcna and Covelo
operations were first held on December 12 and 13, 1945. At the szame time cvidence
was taken o a joint apoiication filed by Henry and Pacific lor the sale of the

Point Arena pronerties. That apolication was subsequent. 1y granted by Decision

No. 38562 issued December 21, 1945. & furiher nearing was then had on October 3,

1946, relating ,o_elj to the Covelo omerstlionz. In that huaring Pacific advised
that it had just completed negotiatlons with Menry for the purchase of the Covelo
sysicm and that there waz then in preperziion ¢ Jolntd applicavion to obtain the
Commission's aporoval of such acquisitioi. Upen the filing of that transfér
application, it was ncard and swbmitted on October 21, 1946, and it was then stip-
ulated that the complaints, in co far as tacy related to the electric service at
Covelo, might be held in suspense pending the Commission's determination of the
transfer matter.

The town of Cevelo is cituated in Rouwnd Valley, about thirty miles
northeast of Longvale on the Redwood Highmny} The Valley comprises approximately
twenty~five thousand acres of level and Ul able landss Although plentiful
underground water supply mckes the adantable <o irnigation, the existing
electric service is insufficient Dol antiel use of power Ior the
sumping of water or for othor geacral s sszz. There are now about 260
customers, out thcir uses of electricivy are Timited mairndy to lighting and to the
operation of smzll motors arf apoliances.s Hemry hes moccntiy installed a sccond
Diesel powered generating unit to improve tie reliability of the scrvice, but cven
with this added cepacity his wtilitr plamt is imadequate to afford satisfactory
service for existing customer necds aﬁd cernot satisfy the demands for power im~
mediately anticipateds

Yenry also owns and operates an clectric generating and distrivution
system at Xlamath, Del Norte County, as well as onu at Gold Beach, Oregon.’ In
addition, he has fou? domestic weber systems in this state. Henry constructed the
Covelo Eluctric System in 1925.. In 1922 he began rendering clectric service at

Point Arcna, and he acquired tiac Xlamath propertics in 1941, He testificd that




A 278%6 - caso. - DCF

the combined revenues received today from these various utility enterprises were
about sufficient to mect the costs of opcration, although losses had been incurred
in carlier years. Howcver, the Commission must take cognizance of the several

pernding complaints alleging the inadegquacy of the service being rendered in some

of these localitics .ahd of Honry's apparent inability to provide fﬁh for the
needed improvements and extensions to thesce propervies.

It i3 evident taat the public latcrost requiros that steps be taken
promptly to assure rosideats in the Covelo arca of an ample supply of reliable
power. It would be ceonomically unsound to empand Henry'c local genecrating facil-
ities sufficieatly to provide the power noeded $o meet the demands whiéh reason—
ably may be anticipatod in tho near futur:. On the other hand, the construction
of a transmission line tc conncet with racific's facilities near Longvale on the
Redwood Highway would meke possible the development of customers' power consump=
tion to a degree which wouwld fully justify the cost of constructing such a con-

necting linc.

At the hearing first nad in the complaint matters, Pacific indicated its

willingness to purchase Henry's system at Covelo and then t0 procced with the. con-
struction of line facilities to bring in central station power. However, the
agreement of purchase and salce now before us provides for Pacific's purchase of
rnot only the local systeﬁg but also = transmission line between Longvale and Covelo
to be constructed by Henry himself, Pacific testified that it has been unable to
consummite an agreement with Henry for the purchase of thac Covelo system alone,

The agrcement executed by Pacific and Henmey dated Scptember 24, 1946, and attached
to the application 2s Exhidbit i, provides that construction of such transmission
line shall obegin at onee upon demand of Pacific and that the work shall proceed
according to & schedule which contemplotes the completion of the work within six
months thercafter. Pacific itself will sceurc the rignts of way; and will aid
Henry in procuring materials of a critical nature. Thc stated considcration ;ovcr-
ing both the existing electric system and the newly constructed transmission line
is $110,000, but from this total price Pacific will deduct any amounts it may be




A 27896 ~ CLSOL-.- DCF - cor.

compelled to exwend to assure the completion of the line within the agreed time
limit. Pacific declares its inten tion, should ‘the Commission authorize it to
carry out such agreement, to excrcise all its rights thereunder to the end that the

transmission line be constructed asg expeditiously as possidble and, upon its com-
s O ’ ;

nletion, to begin rendering service in Round Valley at the rates cpplicable to

similar territory clsowhere on its s_‘»’stcn"'r. Those rates are approximately one=half
the rates presently applied by renxy.

The Commission co.icludes thut the authority requestec by the applicants
should be granted. It is evident that were the uommission to make such an order
as oraved for in the complaint of the Farm 3ureau , directing Pacific to extend its
service lnto Round Valley pr;o“ to its cequis ltion of Henry's local distribution
system and operative rirhts, the resulting service competition and duplication of
‘facilities would mean financisl loss 4o each. The Farm Bureau now urges the Com—

mission t,o pormit the parties Lo carry oul t.h‘e sale ag:;eement submitted’, Henxy
testified that the nerfo“nencc of that vart of the agrecment pernitting hlm to
build the comnecting line fo;' Pacific's account would not dotract from his ability
to comduct anr of his utility operations, as the line constrgction project will be
indgpendently firanced and the work performed by special persoanel. Henry will
be cxpeét.od to abide by this commitment, and the a' "'1or..zat..on here given w
carry out the termes of the sale ag;eemegt should not be ;o'strucd by him as ner-
mission to defer the making of any needed improvement in his other utility services.
Pacific introduced an exhibit to show the estimated original cost of .
Henryts clcctric properties, tose:hcr with estimated acerued depgeciation. HQWh
tver, because the agr»cd sale pricc ecovers the acouisition of both the existing
properties and tﬁe addmtlonal line fac*’*t*cu ;ct to be constructed no order can
now be made with respect to the entries to be madu upon Pacific's books of account.
Therefore, in acco;danqe wiph thc di:eqt-ons qon,cipeq in thc Commission's Uniform
System of-Accopnts, Pacific \111 be expected to submlt for approval the book
ent:ies it proposes to make for the purpose of recording phu entire transactiocn,

and at that timec a further bearing, if required, <an be had upon that issuc.
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In view of the Farm Burcau's roquest that the Cormission grant the transe
fer application, its.complaint against Henry will de token off calendar, and vihen
the transfer is actually accompliched the complaint will be decmed satisfied and

dismisscd.

A publiciheariné having been held upon the adbove é;titlcd jdiﬁt éppli;
cation, No. 27896, of Clyde W. Herry aa¢ Taeilic Gas and Zlectric Company, the
matter censidered, and the Commission oelng of the opihion that the public igzérest
s0 requires,

I7 IS HEREBY ORDZAED as follows:

1. Clyde %W. Henry is authorized to convey to Pacific Gas and Elecirié
Company, all of the public utility properties and rights described in that certain
agreement of purchase and sale executed én the 24th day of Sestember, 1946, a copy
of which is attached to the application herein as Zxhibit A, and upo; the con&ey—
ance of said properties to cease furnishing and supplying pudblic utility electric
service in and about the towm of Covelo, Cowity of Meadocirs, Californias

2+ Pacific Gﬁs and Electric;Company is avthorized to purchase and acquire
‘rom Clyde Y. Henry said proverties describe& iﬁ Txaibit . attached to the applica~ |
“ion, in aceordance with the terms and cbddiﬁiénstdet forth in said’agfeemeﬂt; and,
upon acquisition of said proverties andé one day's notiéé, to cancel and withdraw
the rates, rules and rogulations on file by Clide ™. Henry and ;o file and make
effective in lieu thereof its then effective svstem electric rates, rules and régu-
lations -applicable to comparabie territory.

3. Pacific Gas and Zlectric Cormpany shall file with the Commission, a
copy of the written notice given to Clyle ¥, Hemry as provided in paragraph 12 of
the agreement attached to the application as Exhibit A, that the location of ali

poles for the transmission line has beecn determined and‘all"rights of way been

acquired., Pacific Gas and Zlectric Company also shall tnereafter, 'at each two month




» 27896 - Ly - DCF

!

t

1ntervnl file a report summerizing the conhstruction progress made on tre trans-
m1551on ‘line as set forth in the const“uction schedale coptazned in Sectmon 18 of
the 11strumcnt entitled "Swecifica tlons", attached as 0xh1b1t 1'to the samd agree-
ment of purchase datcd Scotenber 24, 19h6

1T IS FGRT' TR CRDERED that the ordermng paragraph contained in the
Cormission's Declalon 339L6 rendcred in nPDllC&thn ~17LL on Fcbruary 25, l9hl
granting to Pacmflc Gas and Electrlc Conp_ny a certlfzcate to exerczse in part
the rights and privileges of an electric francnlse granted by the Counzj of Yendo~
cino, be deemed amended, effective as of tne date Pacmflc Gas and alectrlc Company
acquires said properties from Clyde Y. Henry, by deleting the provisiéh’ﬁheréinh‘
that such franchise shall not be excrcised in these parts or portionsygf:said |
County being served by Point Arena Zlcctric Light and Power Cozpany.

The effective date of this order shall be the date hereof:

The foregoing opinion and order are hereby approved and prdered filed

< p s pdr 5 California, this fZE -——day of

as the opinion ardaordc ? the Railroad Commission of the State of California.
[N

Dat»d &t\\Civ

>'7 ptandr 1946

Commissioners.




