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BLFORE THE PUBLIC UTILITIZES 3 - £ STATE QOF CALIFORNIA

In the Matter of the Investigation on
the Commission's own motion into the
public utility operations of

CLYDZ W. EENRY, doing business &
Klamath Water, Light and Power Company

Case No. 4992

Investigation on the Commission's own
motion to determine whether public
convenience and necessity reguire
that CALIFORNIA OREGON POVER CCOLPANY
be authorizaed and directed to furmish
electrical service to the inhabitants
of the town of Klamath and vicinity.

Case No. 4993

e et e B Mo e N T et e e N e N N

C. A. Degnan for Clyde V. Henry; and Erobeckz Phleger .
and marrison by George D. Rives for The Calilornia
Oregon Power Company, respondents; Hauerken and ..
St. Clair by Georse E. Hauerken for L. w. Eosiord,
Tntervener; William J, mee for Klamath Chamber of
Commerce; 21ldon N. Dye for Californis Form Bureau
Federation: ond Richard H. Brown und ¥, C., Riley for
Simpson Logging Tompany, interested partices;
J. T. Phelps for Electricvdivision, Hydrculic Division
and Department of Finonce and Accounts, Public Utilitics
Commission of the Statc-of California

Z.

"PINION

Case No. 4992 is an investigntion instituted on the Commis..

sion's own motion, following the filing of numerous informal complaints,

into the .operations of Clyde VW, Henry, doing bﬁsinesé as Klamath Water,
Light and Power Company; in furnishing public utility clectric and
water services to the inhabitants of the town of Klamath (Del Norte
County) and vicinity.  The purposes of the investigotion are:v

1. - To ineuire inte the adequacy of the electrical and
water services renderced by respondent, the adequacy
of the couipment and facilities used in furnishing
such services, and the propriecty nnd sufficiency of
his accountiny records, proctices, rules and
regulations observed in furnishing such services,
or any of them;
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To determine whether respondent has complied, or has
mede reasonable efforts to comply, with the require-
mengs of the Commission's Decisions Nos. 39798 and
LC504L;

To determine whether respondent has used the proceeds
of a promissory note authorized by the Commission's
Decision No. 41279 for the purposes required by said
decision; and

To determine whether the certificate of public con-
venience and necessity now held by respondent,
authorizing the furnishing of electricity and water
to the inhabitants of the town of Xlamath and
vicinity, should be revoked for failure to comply
with Decisions Nos. 39798, 40504 or 41279, or for
failure to render adequate electric or water service, -
or for any other lawful reason.

Case No. 4993 is an investigation, likewise instituted on the
Commission's own motion,'to determine whether public convenience and
necessity require that The Califormia Oregon Power Company, a corpora=-
tion, hereinafter called California Oregon, be directed to extend its
facilities in order to furnish electricity to the inhabitants of the
town of Klamath and vieinity. Both California Oregon and Clyde W.
Henry were made respondents to this proceeding.

4 petition for leave to intervene was filed by L. 7. Eosford
in both procecdings. The petition sets forth various allegations con-

cerning a transaction involving a loan of 36,000 made to respondent

Henry and seeks certain affirmative rolief. By order, dated February g,

1949, Hosford was authorized to latervene and become 2 party: to the

proceedings. The order provided that such authority Mis not to be
construed as granting any of the relief prayed for other than the mere
right to intervenc." | |

| A public hearing was held Yefore Commissioner rotter and
Examiner Bradshéw at Klamath on a consolidated recérd. - Testimony was
presented by members of the Commission’s staff, & number of business-

men and residents of the town of Klamath, respondent Fenry, and three
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representatives of respondent The Califormia Oregon Power Company. A
brief was filed by respondent Henry, to which the Xlamath Chamber of
Commerce replied. Both proceedings will be disposed of in a single

opinion and order.

CASE NO, 4992, CLYDE W, -HENRY (KLAMATH WATER, LIGET AND POWER™ COMPANY)

The town of Xlamath is located approximately 22 miies‘sbuth

of Crescent City. It has 2 population & about 500. The towns of
Requa and Klamath Glen are also within the service ared of respondent's
electric system, The total population served is approximately 1,000,

The electric gererating plant of respondent consists of
several small diesel power gemerators located in 2 plant in K)amath
and in an auxiliary plant approximately six miles north of town.
Primary lines; nominally at 2,400 volts, extend northeflyﬂfrom Klamoth
about seven miles and dasterly approximately four miles to Klaméth
Glen. The total number of electric consumers is about 400,

The water system of respondent consists of about 6,500 feet
of pipe varying from 3/4 1nch to two inches in dlameter and is supplied
from two wells. One well located southwest of tovn, is 14 inches in
diameter and 50 feet deep and is cquipped with a turbine pump capable
of delivering approximately 80 gallons of water per minute into the two-
inch moin at the well site under pressures ranging from 40 to 60 pounds.
The other well, located northeast of town; is eight iﬁches'in diemeter
and 43 feet deep and is capable of delivering about 20 gallons of water

per minute at pressures from 40 to 60 pounds, No water storage is

proviaed. There are 88 sorvice connections sarvingVZBL customer;units
all located in or nezr the town of Xlamath,

Authority to operate the propcrties‘now known as Klamath
Water; Light and Power Conmpany was grantéd originally by Decision

No. 2102} dated ipril 26, 1929 (32 CRC 887). In that decision the
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sommissior sranted, to Rose Wilson, (1) a certificate that public.

convenience and necessity required and would require the construction,
operation, and mcln*cn,nce of electrical properties and water propar-
tmcs in Sections 3, A, lO 14 and 15 in township 13 north range 1 ‘
cast, Humboldt Leridi*n, and (2) the authority to exercise the rights
and privileges granted by Ordinance No. 116 of tke Board of Supervisors
of Del Norte County for the construction, mglntenance and operction of
electric and water facilities in the public roads and places within
those sections of Del Norte County.

Authority to transfer the system to Zrnest thullough and
Eleanor MeCullough was granted by Decision No. 31167 dated August 8,
1638 in Appllcatlon Nos. 22130 and 22131. Subéequently-by«Decis;on
No. 3,122 dated April 29, 1941 in Appl:.catlon No. 24122 the MieCullougk s
were authorized to transfer their rights, title interest and equities
in and to the properties to respondent. :Thc,evidence'shows that’
portions cﬁ'réspondent*s electric system extend to areas not covered
by the certificate and franchise granted by Decision No. ?iozk‘andlby
| Del Norte County Ordinance No. 116, respectively. '

Adecuacy of EZlectric. Service, Zguisment. and ?acmllfles

Engineers on the staff of the CommlS&lon's Plectric DlViSlon
presented testimony and a report covering their investigations and con~-
ciusions on this subject., . |

A field investigation of the electric system and service was
conducted by one-ofithe.witnesses and an assistant during 15 days in
January,»l9h9.- That investigation‘included,,among_other_things5 the
recording of ‘voltage at numerous 1ocations,rocgervationhof;system
freacuency during the period; tests of«electric,meter.accuracy; obser-
'vations of the condition of plant and eouipment' ~and observations of |
operating practices.. The 48-page report presented in evzdence contains

reproductions of 59 voltage charts, a table showing the results of 52




frequency measurements over time intervals of variouS‘lengthS'during
the period from January 6 to January 20, 1949, eight reproductions of
photographs of the gemerating plant equipment and 16 réproductionS-of
photographs of electric line and meter equipment, The engineer
testified that the voltage as recorded on the charts was not within
the range between 113 volts and 125 volts during 50% of the time and
that the times when the voltage was adequate was usually at off-peak
hours. The engineer's report shows the systen frequency o héve been
below 60 cycles per second during 48 of the 52 test intervals.
interruptioné to service nullified the freguency test in two of the
remaining intervals and the frequency exceeded 60 cycles per second
during two other intervals, During seven of the intervals;fthe'
Afrequency was less than 55 cycles per second, being as low as 51.8‘

eycles during one test interval.:

. aAfter examining respondent's equipment the engineer concluded
that the generating equipment did not contain oﬁerable reserves suffi-
cient to furnish continuous and adequate service.  Ee stated that the |
maximum power load on the system during the investigationuwas 455
kxilovolt-amperes, while the capability of the equipment ready to
operate and handle the load was 500 kilovolt-amperes. In his opinion
the margin of 45 kilovolt-amperes was rot adequate to provide for
ecuipment interruption without loss of frequency; lowering of voltage,
or decreasing the load. . He testified that many of the poles in the
distribution system were substandard ac to height and size; and that
some were so rotted as to be unsafe. - Based upon & general observation,
he estimated that at least 20% of the poles should be replaced to

conform to good construction practice. -Host of the wire constituting

the primary lines of the system was found to be too small to maintain

voltage within reasonable limits when carrying peak loads at 2,300
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volts. The engineer stated that induction voltage regulatérs were not
provided on the primary feeders to compensate for excessive voltage
drop. He reported 41 instances in which the line construction at 12
locations did not conform to this Commission's Rules for Overhead
Electric Line Construction prescribed by General Order No..95. The
engineer's testimony revealed inadequate methods in operation and
maintenance practices, in metering practicés; and in the preparation
and maintenance of records. He concluded that the electric service
furnished by respondent was inadequate and insufficient at the time
of the investiga@ion; and that the oractices and equipment of respondent
are such that adecuate and reasonable utility service could not and
would not be Ifurnished thereby. .

Nine customers testified to complaints concerhing electric

service furnished by resvondent. Those complaints included dim and

flickering electric lights; instances when electric lights, toasters,

fryers or caleculating machines would not operate; power failures;
impaired efficiency of cooking stoves; failure or decreased efficiency
of motors or other electric appliances; inability %o use'photographic
couipment because of flickering of electric lights; the burning.out of
motors; difficulties in the operation of radios and phonégraphs; and
less satisfactory service when the lumber mills were operating than
when they were not in operation. The impaired operation 6f appliances
described by the witnesses invariably was attributed to an inadequate
supply of electricity, 4an clectrical contractor from Crescent City .
testified thot he had been called to Klamath on numerous occasions to
repair electrical appliances. In many cases he claimed motors were
burned out becéuse of low voltage conditioné. He deseribed light
intensity tests made on December lQ; 1942 in two schools. He stated
that the lighting equipment‘therein;‘although,inadequacé; would be

more affective 4f supplicd at . rated voltage. .
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testified that-when he took over the Klémath'
propertics in 1941, the electric generating plant consisted ﬁf ona
50-kw and one 25-kw digsel-electric gencrators, and that since his
acquisitior of the sySteﬁ; generating equ;pment aggrégating more than
2;000 hp and about 15 miles of power lines had been added to the system.
He acknowledged, however;'that not all of the added generating ecuip-
mont was operative, some having been replaced, and that the céﬁacity
of the plant at the time of the hearings was 2bout 400 to 500 k. .He
stated that he had approximately 420 eleétric customers compared with
about 90 in l?pi, and that the number of customers had more than
tripled during the last two-year period. He acknowledged‘that the
criticisme made by the various witnesses with respect to inadequacy pf
service were justified and that the service has not buen adequate.
His explenotion was that funds were not available to provide the proyer
zQuipnent., He stated furthef that he had prévided equipment of as
large o capacity as possible, perhaps to the extent of being over

generous in supplying needed electricisty to the lumber mills., The

breakdowvms in service were said to have been of short duration, from

15 to 20 minutces, and to have been caused by too much demend upon the
2
available equipment. '
Respondent asserted that, although the dresent equipment is
in as good o state of repair as it poséibly ¢oan be, and is us@ble5 it
should be supwlemented by a new engine unless the power line frdm.
Crescent City; hereinafter referred to, is completed in a,reasohable’
time.” Eis testimony regarding his ability to finange blant-improve;
ments was indefinite. He did indicate that he night have pending‘some
arrangements for borrowing money to finance further construction of
the vower line from Crescent City, but gave no indication.of possible

sources of moncy for other plant improvement programs.
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adeaquacy of Water Tquipment and Facilities

A report outlining the results of a 3%-day field investiga-
tion of respondent's water system was presented in evidence by an
engineer on the staff of the Commission's Hydraulic‘bivision. Fe
testified that 2 pressure test teken for a 24-hour pefiod at a store
in Klamath disclosed that the water pressure varied from eight to 28
pounds per sguare inch, with conszderable fluctuations between 5 p.m.
to.7 p.n, {considered to be the peak load period) and between 7 a.m.
and 9 a.m. He stated that about six othgr tests were taken. The
results, according to this engincer, showed a range from no pressure
at a cabin at the end of the 3/L-inch yipe line to a pressure of 25
to 25 pounds per scuare inch at a residence on DelfNorte Street.

The hydraulic engineer testified that approximately 72,000
gallons of water ver day; a continuous flow of 5C géllons per minute,
would be necessary for domestic purnoses during the period of peak
demand - in the fall of the year., He considered respondent's‘pumps, if
operating at maxinmum effiéiency; to be capable of producing, anladequateu
water supply, but declared tha: whe pipes were of such diameter‘that

resistance in the pzpu lines prevent, the utilization of the maximum

potentlal flow of the existing wells. He stataed that the installatlon 3

of a larger“pump, a Storagc taak, and larger mains from the storabg
tank to the center of town would be essential to provide sufficient
water to meet the system's peak demand. He éonsidered storage
Sfaecilities desirable for any water syston. Ac;crding to this witness,
disastrous results would occur in the event of a firé due to the lack
of any water reserve and the limited output of respondent's systenm.
\Teétimony was given by four customers cdnccrning inadeguate
or unsatisfactory water su?plied by respondeqc. Some of the condltlons
" described were unsatisfactory pressure, a consmcerubly reduCLd volume
of available water during the summer, pressure frequently insufficient
to flush toileﬁs in the second story of a building, highly discolored
8- |




water with particles of foreign matter on cceasions, failure of the

water'supply when the electric vower fails, and the necessiﬁy of
filtering water before using it to wash photographic Dlates.
Respondent stated that there were about L0 water Eustomersﬂ
at the time he commenced operction compared with 234 at theftiﬁe of
the hearing; the increase having been a gradual one. He asserved that,
as improvements, three pumps and a tank had been purchased énd‘a'well
dur. It apparently was necessary to zbandon the additional?well after
a trial perlod because of the flow of sand. He stated thaché had
purchased 1,200 feet of six~inch pipe and 500 feet of four-lncb olp».
as well as a 60,000— gellon tank, and had during the last. smx monvhs
undertaken negotiations for & tank site, although tne» nk and none

X,

of the pipe were in Klamath 2t the time of the he rlng. Fé stated the
reason for not completing the installation was because of the pendency
of thic proceeding \“,ch mode it uncertain whether or not he would hav
se for the material in Klamath. |

Respondent conceded that the vresent system is iqadequaté;
but claimed that he was prepared to carry out the recommendations of
the hydraulic engineer whenever‘sufficient funds ware available.
According to respondent, wny discoloration of the water re qults from
accumulations whlch g«ther in the pipes mhen watur is shut | off, and if
the custonmers would allow the water to run for five or ten;mlnutes the
discoloration would disappear. . A report of 2 chemi cal engi neer on the
results.of an analysis of three samples of water was offered in evidencs.
The enginegrﬂs conclusion stated in that report was that thg 1ron con-
tent of the water at-the source was well below the ncrm;ssible lim;t
of 0.30 parts per million and that the condition of the wa ner is due to
an action which tzkes place after it leaves the source of sup,ly.

Corrective measures were suzgested.
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Proprietv and sufficiency of Accountin~ decords Prqctlc
Xules and Regulotions,

_Respondent's accounting records were examined by an account-
ant cmploved in the Commission’s bepartment of rinance and Accounts.
His report of his cxnmination, together with his éestimohy,'indicates_
that there were certiin departures from the uniform systéms of_aééounts,
and that supporting: datu in all cases were not available. chevér, he
stated that in general, thu accounting records now set up, if main-
tained on 2 current basis, should be rgasonubly doquate.

By Decision No. 40504 dated July 8, 1947 in ApbllC«tlon
No. 28357 respondent wes authorized to increase his rates for electric’
service on an interim basis. A schedule of rates was prescrzbed for
application until October l; 154L8. A lower scale was also brescrmbcd
1o become effective on that date. The reco“d shows that rhte Schcd
were filed in complisnce with this deC1510n. Eowever, gn analysms of
bills rendered for the months of Sentember, Oct ouer, and Nov smber,
1948; discloses that Mrges ware not assessed at the rates publiskted
in the lowfully aprlicable SChLHQIES- I* appears that the electric
light and nower sales for Jeptember werd recorded as 8, 206.94, wher e
by apnlying the schedules in erffect to the mete* readlngs olus flat-
rhte pillings as entered in the meter books, the scles should ha Ve‘uoen.
$8,655.66. The sulus recorded in reopondent's ledger for Octobur ﬁnd
November amounted to W7~90a 80 and 37,443.89, respectively. Calcul
tlons applying the rates prescribed for uﬁ“llCutlon cffectlve Octob
1948, indicate that the charges should hth been &6 261 37 in October
and w5,731.96 in November,

It appears from the cvidence that the differences between
the cherges assessed and those which would have accrued 2t the gstab-

1lished rates were due tO NUMBrous errors in computing bills &nd the

fallure to observe the rates which becéme effective Cetober 1, 1948.




The Commission's hydraulic engineer in a report of record
herein indicates that respondent in numerous instances has not
properly applied his filed rates for water. Some customers, he stated,
ray lesé for water than other customers receiving comparable‘sefvice.
For inétance, respondent’s schecule provides thaﬁ water rates for auto
camps will be "according to use by special agreement” subject to a
minimum charge of $2.50 mer month, but one auto camp with 15 cabins and
a laundry pays consideradly less than the moataly minimum charge. ther
examples of the failure to adhere to the lawfully applicableArates :
were cited. The witneas further testified that virtually all éustomers
in Xlamath, except res!.ceatial customers;have been assessed different
charges for water than, provided in the filed tariffs,

The recoré shows that; althouzh respondent filed five
electric rate schedul.es in compliance with Decision No. 40504, the only
rule or regulation en {ile is one which relates to femporary emergency
unmetered service. o contractes had been filed providing for service
at other than the :filed rates.

Respondent testified that he has been engagéd in public

utility operatioris for 27 years and also operates public utility water

ﬁYﬁD‘CHID atl I‘]\I@SL Sﬁwﬁ‘ﬁé“i{o, at @ris‘oane ané neé.r Redwood Ci‘t;y,., but has

nov familiarized himself with the provisions of the Public Utilities

Act or the Coramission's rules governing utility operations. He said

that he deperaded on the Commissionts staff to explain the roéuiremonts
vhich shoul-d be complied with. He claims to have acted in good faith
at all times in conducting‘the Klamath operations.. Respondent admitted
that he imstructed his superintendent to charge the electric rates in
- effect prior to October 1, 19L&, for service after that date, explaiﬁ-.
ing that he applied for authority to do so, dut that the adthqrity had

not been granted.




Compliance with Reauirements of Dec131ons Nos, 39793 and uosoa

In Dec1smon No. 39798 dated December 23, 1946 in Cases
Nos. 4804 and LSBL, the Commission found that definite improvements in
respondent's public utility systems at Klamath should be undertaken in
order that minimum accentable standards of service might be re%lized.
ith respect to the electric system, the Commission stated that such
improvements éhould inelude rnot only the pursuing of 2 program to ob-
tain an adecuate electric supply through constrﬁétion of a'power line
to connect with the facilities of The California Oregon Power Cotapany

~at Crescent City, but also the undertaking of rchabilitation of the

distribution system under 2 general plan so that present customers and

additional loads might be served satisfactorily. The Cormission pointed
out as to the water system that respondent should start *mmydlazuly

with the 1nst llation of 2 new storage uanx, the necessa ry pumblng
cquipment, and the installation of new four-lnch lines at certain
locations.,

It was recognized that some of the rehabilitation work,
especially on the clectric systen, would‘require sonme time to complete.
Respondent was directed (1) to undertake forthwith a betterment érogram
to the end that his operations should be brought within the reéuiré-
ments of the Public Utilities Act in accordance winhuthe vlans outlined
in the decmsmon' (2) to submit in writing to the Commission on or beforu
February 1, l9h7 a nroposed program for carrvmng out the order- and
(3) to submit in wrzt;n« to the Commission on or ﬂbout ‘March 15, l9h7,
and bimonthly thereaftcr Progress ruports, furnlon ing copies theradf
to the complainants in Case No. 4834.. |

By Decision No.,AOSOL, dated July 8 1947, &n Application
No. 28357; respondent was authorized to nmake certain inereases in his

rates for electric service. In doing so the Commission directed
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respondent to file on or before august 10, 1947, and monthly thereafter,
threoe copies of a monthly report sotting fdrth (1) sales of electrfbity
by classes of service, in kilowatt hours; (2) revenues frdm the sale of
electricity by classes of service; in dollars; and (3) expenses by
accounts and orincipal subdivisions thereof, for the caléndar nonth
next preceding the dates on which the revorts were submitted. The
order also required that the reports include a brief statement of ﬁhe
physical work performed during the preceding month irn connection with
respondent's . rchavilitation and reconstruction program;

One of the Commission's engincers testified in this procced-
ing concerning an inspection on January 18,-l9b9; at the north end of
of the propoced pole line. He stated there were 26 poles standing,
covering a distance of z2bout two miles, three poles on the ground, J
and 18 crossarms installed. Yo wires or transformers had been installed.
An examination of equipment on hend revealed o total of 136 boles
which uopeared 20 be usaole for the transmission line, aboux 3C0
insulators, 128 crossarms, coils of wire of an estlmated length of
four miles, and 2 sufficient nutber of crossarm braces, throughbolto,

lag screws and insulator pins to construct the line. The engineer

stated that respondent's superintendent informed him that some equip-
. . A .

ment, wire and transformers were to be shipped from Pittsburg.

In the First Suprlemental Application No..28357, filed
Novenber 3, l9h8 & verified petition for authorit ¥ to 1ncr se r
respondent alleged that he has met with many diff;cultles, has been
unable to éarry out his program, ond while approximately‘four‘mileé of
poles are in place, it would be anotherllz ﬁon;hs vefore the ling_couid
be completed and in service and longer if'financing could not be
readily secured.

With reference to m°te*1als; respondent testlf*ed that about

100 or 150 poles were on hand &t Xlamat h about 40 at Gold Pomnt, about
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20 at Crescent City, and about 100 at Port Orford, Oregon. He stated

that approximately two miles of poles had been erected southerly from
Crescent City, that about one mile of pole holes had been dug, that a
survey had been madc; and that all rights of way cxcept one hnd been
secured. He asserted that practically sverything necessaiy fqr the
pole lines had been purchased with the exception of\six‘tranSformers,
about. ten tons of wire; and pozsibly some insulatbrs. He claimed that
" the total cost of the extension was estinated at V105 000, that a
little over 340, OOO had been expended on the project, and that it had
not been completed because of lack of funds. Ke contended that
additional financing was offered but had been withdrawn temporarily
because of the pendency of a£ investigation into his operaﬁions and
- certain adverse publicity.

In the opinion of a witness for the Commission's Zlectric '
Division a comparison of voltage recordings taken in l9h6;awhich are of
record in Case No. bEOL; with the recordings introduced-in this pro?
ceeding, disclosed a better condition in 1946 than existed during his
investigation in January; 194G6. The presicdent of the Klamath Chamber
of Commerce expressed the opinion that the electric currént at the
vime of the hearing was appr oxlmately the same as in 1946. However,
he asserted that during December, 1948 when the lumber mills were
operating, numeroﬁs outéges oceurred, sometimes for hours at a time;
that lights were of insufficient intensity for reading or working
purposes; and that it was impossible to operate electrical équibment.
Another customer was’of the opinion that the service at the time of
the hearings in this proceeding was worse than the sefvice in 1946.

In his report in evidence herein; the Commission's hydraulic
engineer stated thav noné of the plans for 1mvrov1n6 the water syst»m

which respondent was directed to uncertake by Dec;smon No. 29798 hqd
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been accomplished by December 30, 1948. He vestified that no part of

the work had been done, but he understood that respondent had purchased

a water tank. The president of the Chamber of Commerce testified that‘
no improvemeﬁﬁ had been noticed in the water prossure or the appeafénce
of the water since December; 1946.

The Commission's assistant secretary; having custody of its
formal’files; testified that nothing appears in the Comm1551on's record
to indicate that any of the reouiroments of Decisions Vos. 39798 and
L050L respocting the submission of reports had been complied with.
Respondent's cxplanutlon was that his office force was overworked, and
did not have time to prepare the raeports, although they sHould‘heve
been made. He claimed that he could not afford to employ additional
help, and although he hud made some oral revorts to certain members of
the Commission's staff, no written reports had been filed.

Use of Proceads of Promissory Note Authorized byﬁDec151on-No. L1279

By Decision No. 41279 dated March 3, 1948, the,Commission
authorized respondent to eYecuze a deea of trust and to issue a note
in the prlncipal amount of 336, OOO and directed him to use the pro-
ceeds to oey the balance due or an outstanding no te in favor of
Stewart Day, and to pay in part the cost of constructlng . new 12-kv
line; including transformers and appurtenances, to connect with the
facilities of The California Oregon Power Company at Crescent City.

The examination of the records disclosed that the proéeeds
realized were deposited bv respondent in several of his bank'accounts;
and that it was'impcssib & to trace uhe applxcat~on of all of such
proceeds. It is clear. that some of the proceeds were expended by
respondent for purposes other than those specified in the Commissionts

\dec151on such &s, for example the purchase of a tank for kms'water

system, repairs to diesel equlnment payments for water nurchased and
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payment of currént’obiigations other than the sd-called Day hote’ or
for constructing the pole line, It does appear, however, from the
testimony of the Commissxon's accountant, that respondent had expended
in excess of 331, OOO on the pole line up to the time of the hearing,
although a portion of the funds may have been obtalned from sources
other than the 336,000 note. | - |
Respondent testified that the transfer of funds to his other'
bank accounts was for the ﬂurpose of makmng them.avamlablb to pay. for
operating the several utilities he owns, but that he was reimbursed
by -such other utilities for the construction of the pole line. "He
testified that he had expended more than $h0;000 for matefials,
supplies and work necessary for such line.' No vouchers or canceled -

checks covering transactions of this nature were offered in evidence.

CASE NO, 4993, THE CALIFCRNIA ORLGON‘POf"R COMPANY

This respondent was, bj Ordinance No. 160 of the Board of
Supervisors of Del Norte County, adopted April 20, l9h5, granted a
franchise to erect and maintain poles, wires and other appliances and
appurtenancés for the purpose of transmitting electricfene:gy for
power; light; heat and other necessary and useful purposes over; along
and upon the roads; trails and highways of that county and the several
unincorporated towns and villages therein for a verm of 50 ygars.

By Decision No. 37936 dated kMay 29; 1945 in Applicétion
No. 26685, this respondent was authorized to exercise the rights and
privileges granted by said franchise, subject to the cond1tlon that
mexcept upon further certificate of this Commissmon, Appllcant
shall not exercise sa1d franchlse for the purpose of supnlying
electricity within any portzon of said county now being bupplzed with

!

electricity by any other-publlc utillty.
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California Oregon's district superintendent presented a
number of exhibits comprising estimates of the cost of providlng
. facilities to furnish electric service to the town of Klamath and
vicinity. The estimates were predicated both upon on interconnection
with the present utility und in the alte“native uvon the furnlshlng
of retuil service by California Oregon in the Klamath ares.

The cost of tuilding a 12-kilovolt line from'the south end
of California Oregon's existing system to the north end of‘respohdent
Penry*s system and 2 1, OOO- kilovels -ampere subst“tlon was estimated to
be %73, h85. If the load were to exceed 1,000 kilowatts, Celifornia
Qregon would consider it desiradble to convert the line to 66-kv
operatmoq. The estimated cost of such a l1ne, if ‘constructed at the

outset, including substutlon, was lOO 7&0. The cost of convertln on

initially installed 12-kv line to 66« kv operatlon 15 estimated at
820, 280,

By Calzfornia Oregon provndc& ‘retail service'to the Klamoth
area; with 2 load of 1 000 kilowatts, through a 12-kv line from its
existing facilities to the north end of the Xlamath system and builds
& distributing system of 12 kv throughout. conforming'to ali’standardéf
preseribed by the Commlsalon ané good engmncurlng prhctlcc with
regulation to »rovide shtzufuc ory voltage conditions at 2ll poznts,
it is estimated that the cost would be ¢138,785. This amount does .not
include the cost of standdby geﬂerating feciiitics at Klomatha |

According to the witness, should the uzllltv undertake to

provide retail service it would be advisable to make .provision for the

ultimate conversion to 66-kv operation. In such case the cost was
‘estimated at $L54,859, with a future cost of conversion of $51,100, or

a total investment in the 66«kv line and a l2-kv distribution éystem
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in Klamath and vicinity of 3205;959.. In the opinion of the witness,
the installation of a 66-kv line with 12-kv distributionfwould
adeguately take care éf the entife foreseeable growth in the area.
Calmfornia Oregon's rate engzneer compared the charges for
electricity based upon resoondent Penry's rate schedules aopllcable
immediately prior to October l, 19a8, vith the charges which would
have accrued at the rates épplicable throughout Califorria Oregon's
system in Californiaf. Using the kilowatt-hour conéumpticn for.the b

year 1948, the witness couputed the billings of the Klamath system &s

having been 579,730.76, as compared with $29,740.96 under California

Cregon's rates.

California Oregon's vice president and«géneralﬂmanager
declared that the position of the company is that (1) it;is ready to
fulfill its commitments under an existing contract:to supply electric
energy to respondent Eenry upon the completion of intefc¢nnection
facilities and (2) while not voluntarily seeking to extend its
facilities into .the Klamath area, California Orevon recogn;zﬁs the
. Commission's jurisdicstion and will abide by and cqrrv out to vhe best
of its ability any orcers directed to it. He ated, “owever, that on
the basis of the volume of business durinz 19@8, as indicated by‘
respondent Henry's books, the revenus to be derived under ;hé‘bresent
rates of California Oregon would not be sufficient to ju$tify the
extension of facilities.

In the opinion of the witness, a threc-to-one ratio is a
1 ‘
reasonable basis upon which to estimate the revenue required to support

an extension of facilities to provide a retail scrvice to the town of

&/
An annual revenue amounting to one-third of the amount of the
investment. The witness testified that contracts for supply-

ing electricity at wholesale on this basis have been authorized.
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Klamath and vicinity. He indicated thag based on the estimated cost
of 138,785 for constructing a line and retail distributidn facilities
for 12-kv operations,an annual revenue of about $u6.262 would be necess’
sary. JIf the existing rates of Calzfornld Cregon were apnlled there
would be a deficit of about ,16 000, according to the witness, based
‘upon the business done by the Klamath system in 1948. Hé‘suggestéd
that the existing rates of California Cregon might be established,
subject to a surcharge (readjusted from time to time) to-iwké care of
the deficiency for such period as may be necessary. A surcharge

leldlng $16,000 in addition to the revenuc from the existing rates
would, based upon the calculations made by the rate eng1neer result
in aggregete annual charges for clectric servicc about VBA 000 less
than those resulting from the retes now bemng charged by phe present
utility. | |

The vice presicdent and general manager cxpresse& the opinion

thot California Oregon has sufficient available power to supply the
Klamath area. With respect to standby facilities, he saidiihap the
customary practice of this resmondent is to have two sourcés of oower
provided by 2ither {a) interconnecting lines or (b) & tempbrary‘power
plant until suck time as transmission facilitics prove adeéﬁate.“In
his opinion; 2 diesel engine should be zrovided as standbylequipment at
Klamath teo take care of essential services. Interconnection in th
future with another utility having facilities south of Xlamath was
also mentioned as 2 possitle means by which essential servﬂce could be

maintained at all tines.

It was testified thot California Oregon would not be interested

in acquiring the »sresént Klamath system as a system, but there might oe
certain units which could be used either in 2 new system at. that point.

or at some other location if obtainadble at & reasonable price. The
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length of time réquired tO construct an interconneéting Line was
astimated to be 60 days. No estimate of the périod neceséary in
which to install 3 new distributing system is of record.

The president of the Klamath Chamber of Commerce testified
concerming the views of that organizavion. He said that #he community
is desirous of relief in the matter of‘electric service; that the
Chamber of Commerce is of the belief that 2 change of'utiiitiés would
be beneficicl; and thrt consideration should be given to revoking the
certificate of nublic convenience ané necessity now held ﬁyvrespondent
Eenry. This witness asserted that business operations in:the_community
have inereased froa 30% to 35%; or‘more; since the Chamber's. complaint
was filed in Case No. 4834 (1946). ‘The Chamber's conceptibn of an
adequate electric system; he stated, is one which maintaihs a ¢onsistent
and reliable supdly of eclectric energy of a prover standard;~with
adequate standby vrovisions in the event of a transmission failure.

In its reply brief; the Chamber of Commerce urged that
respondent California Oregon be authorized and directed to commence
the construction of 2 tremsmission line to Klamath;‘with an - adequate

distribution system and standby fecilities, the latter to be of

sufficient capacity to provide adequately for community reculrenents
. »

exclusive of large commercizl customers.,
Seven customers in addition to the president of the Chamber
of Cormmerce testified that there existed a definite public demand for

improved electric service.

DISCUSSION AND CONCLUSIONS

The record in these proceedings discloses that the electric
and water utility systems at Klamath are inadequate both as to the
service rendered and the equipment and facilities in use. The existence

of these conditions is admitted by respondent Henry in his testimony
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and brief. The evidence also indicates numerous violations on the
part of this respondent of various'sections,of the Public Utilities
Act and of the Commission's orders and regulations thereunder.

It is also noteworthy that these unsatisfactory conditions

in service and facilities have existed for several years and that

respondent Henry has been directed by formal orderS;tO'remedy the
situétion, but has failed to do so. The fact thatfsome,time would ve
required to complete a certain amount of the rehabilitation work was
recognized in prior decisions of the Commission. Nevertheless, a
review of the entire record in these proceedings fails to reveal any
extenuating circumstances justifying eithef the failufe'to conplete the
work or to keep the Cpmmissioh informed of his éctivities as requifed_
by its orders. It also secems that the use for unauthorized purposes
of procegds’of the promissory note, which rcspondent was'éuthorized
to issue, may have been a contributing factor, at least in part, to
the dalay in improving thé electric utility crvnc; at Klamath
Respondent Kenry ssserted in his brzef, uhap.the cost of
operating the present clectric system is so exnensivevas to make it
impractical to continue operations. He also stated that in order 0
preserve his investment and busxnees he is willing to make any
reasonable arrangement with Calliornma Oregon for constructlng the
necessary transmission line and purchésing his péwer requirements at
wholesale. If such a central-station service were tonecome availabie;
respondent promised 0 nake every effort'to rcbuild over a two- or
three-year period such nortlons of the presont dlstrlbutlon system as
may be c¢onsidered baza“dous, provided that earnlngs permit. It is
claimed that after the clectric system becomes self-sustaining neces-
sary improvements could then be made in the water system.,. |
According to respondert Henry, to permit another utility to

take over his service would be unfair and amount to the confiscation
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of his property. Ke testified, however, that it is rather difficult

to state whether he is able financially to carry on the utility
operations in an adequate and satisfactory manner and tﬁat; although
assured of financial support should the decision in these proceedings
be favorable to him, he does not have any guarantee that funds will be
fortheoning.

The Klamath Chamber of Commerce in its reply brief contended
that respondent Henry has failed to keep abreast of the development
of the community and had the business people of the community been
approached for Iinancial assistaﬁce many‘would have glad;y contributed
in order to obtain adeqﬁate electric power., This organization.characv
terized respondent's proposals and promises &s entirely too vague and
indefinite to be satisfactory or acceptable, It gquestioned, dased
upon past experience, the ability of respondent to heet the‘community's
requirements.

In view of the constant failure to render adeqﬁaterservice
and the violations of law and of this Commission's orders and regula-
tions by respondent henry and‘of all 5f the ciréumstanées<disclosed
by the record herein, we are of the opinion that approval of the
plans proposed by this respordent would not solve the problenm of
assuring the community proper »ublic utility facilitiesuandzservice.
On the other hand, it appears that pursuant to an order of this Commis~
sion reswondent Califormia Oregon is willing and ablé to supply the'
Klamath area with adequate electric serviée znd vroper faciiities at
lower rates than heretofore in effect. Respondent Henry's claim of
confiscation in the event that another utility is directed to supoly
the community's electric requirements,is without merit.. The precent
facilities have through neglect been permitted to become obsbléte as
public utility property serving 2 community such as Klamath. The

paramount interest of the public must, therefore, prevail.
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The order in these procecdings will; accbrdingly;-p:ovide
for the revocation of respondent Hénry’s authofity‘to'operate a publié
utility electric service in the town of Klamath and vicinity. A
certificate of public convenlence and necessity will be 1ssued dzrect-
ing respondent Callfornza Oregon, to extend its facilities and serv1ce
to the Klamath area. No action will be taken with respect to,the
water system; there being no party before this Commission in‘these-
proceedings against whom an order directing the establishment 6£”water
service might be entered. The order in Decision Ng. 39798 presently is
effective and requires respondent Henry to take immediate steps to
improve the present water system and to submit periodic prdgréss'

reports as directed therein.

In the discontinuance of electric service by respondent
Henry and the commencement of service by respondent California Oregon,
it is obvious that there must be no interruption of service. The |
record herein does not disclose the time required by Califormia Oregon
TO construct a new distribution system in the Klamath area. Under the
circumstances, the date set for the c‘ange-over from one utility toﬂ
the other will be subject to modification by supplemental order;.if

necessary.
FINDINGS

Upon careful consideration of all of the facts of record in
these proceedings, the Commission is of the opinion and finds.-
1. That the public utility electric and water services

provided by respondent Henry to the inhabitants of Klamath and vicinity,

and the ecuivment and facilities used in connection therewith, are, and:.

for several years last past have been, inadequate to meet the reasonable

requirements of the community;




2. That respondent Eenry has cnarged and demanded a greater
or less or differént coumnensation for electric and water services than
the rates and charées appiicable to such sérvices as specifiéd in his

en file and in effecs at the time, in violation of Section

17 (b) of the Public Utilities ict;

3, That recvondent Henry has failed to file with the Commis~

sion rules, rezulations, and contracts which affect or relate to rates
or service, in violation of Section 14 (b) of the Puvlic Utilities Act
and the Commission's General Order No. 96;

L. That resnondent Henfy nas. failed (a;).to carry out &
program for imwreving his electric and water systems 50 as to meet The
recuirements of 3ection 13 (b) of the Putlic Utilities act, and (D)
to submit revorts with respect thereto, as directed by_Decision
No. 39798 dated December 23, 1946 in Cases Nos. LECL and 4B34;

5. That respondent Eenry hés failed to file with the Coxmis-
sion reports of the sales, revenuec and expenses. covering clectric
services and of the physicai viork performad in connection with a
rehabilitation and construction pfogrém, as directed by Decision
No. LOSCL dated July &, 1947 in Apnlication No. 28357;

6. That resnondent Henry used proceeds of a promissory
note authorized by Decision No. L1279 dated march 3; 19L8.in anplica-
tion Mo. 20132, for purposes other than those authorized in said
decision, in violation of Section 52 (b) of the Public Utilitles Acty;

7. That by reason of respondent Henry's failure and refusal
to render adequate public utility service and his continued disregard
for and violations of the Public Utilities ict and the Cormiission's
orders and regulations thereunder and in order to provide adenuate
public utility electric service snd facilities, tre ce#tificate_of
public convenience and necessity now possessed Dy reép@ndeht Henry; ig

so far as it authorizes the operation of & public utility electric
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system serving the town of XKlamath and vicinity, should be revoked and

annulled;

8. That; if electric service is supplied in the Klamath area
by The California Oregon Power Company under reasonable tériffs; the
re?enues to be expected from the electric sales would be adequate to
support the operations in the Klamath area without impositi?n of a
burden upon The California QOregon Power Company's other ope?aéions;

8. That public convenience and necessity réquire;that The
California Oregon Power Company be authorized and directed to extend
its facilities for the transmission and distribution of electric energy
so as to serve the inhabitants of the town of Klamath and vicinity and’

to exercise the rights and privileges of Ordinance No. 160 of the

board of ﬁupﬁryiﬁgr§ of Del Norte County, adopted April 20, 1945, for

the purpose of supplying clectricity to said inhabitants, and Decision

No. 37936 should be amended accordingly.
The certificate of public convenience and necessity granted

herein is subject to the following provisions of law:

That the Commission shall have no power to authorize

the capitalization of the I{ranchise involved herein

or this certificate of public convenience and necessity
or the right to own, operate, or enjoy such franchise or
certificate of public convenience and necessity in
excess of the amount (exclusive of any tax or annual.
charge) actually paid to the State or to a political
subdivision thereof as the consideration for the grant
of such franchise, certificate of public convenience

and nec¢essity or right.

Public hearing having been had in the above-entitled proceed-
ings, evidence having been received and duly considered, the Commission
now being fully advised and basing its order upon the findings and

conclusions set forth in the foregoing opinion,




IT IS ORDZRED:

1. -That the certificate of public convenience and necessity
granted to Rose tiloon executrix of the will and estate of George‘
Wilson, deceased, by DeCl51on No. 21024, dated April 26, 1929, in
Application No. 15182, and subsequently_tranoferred to Clyde /. Henry
pursuant to authority granted by Decision No. 3#122; dated April 29;
l9bl;Ain application No. 24122, bYe and it is hereby revoked and annulled
as of 12:01 o'clock’p.m.;.September 1, 1949, in so far as it authorizes
(1) the construction, maintenancé and operation of an electric light;
heat and power plant; (2) the furnishing of electricity to the
inhabitants of'the tovn of Klamath and vicinity; and (3) the exercise
of the rights and vrivileges granted by Ofdinance No. 116 of the Béard
of Supervisors of Del Norte County for the purposes of transmitting«

and conducting electricity.

2. That, unless otherwise directed by supplemental order

entered in these proceedings, Clyde ', Henry, doing business as
Klamath Yater, Light and Power Company; be and he is hereby directed
and required to cease and desist Srom operating; directiy or indi;ectly;
a public utility system for the distribution and sale of electfiéity
to the 1nhab1tants of the town of Kldmdth and vxcxnlty on and after
12:01 o'c¢clock p. m., September 1, l9h9, and to ¢cancel all tariff
schedules naming rates, charges, rules, regulatzons and contracts
applicable to such service.

3. That a certificate of publié convenience and necessity
be and it is hereby granted to The California Oregon Power Company (1)
authorizing and directing it to extend its public utility.facilities‘
so as to furnish electricity to the inhabitants of the town bf Klamath
and vicinity and (2) authorizing it to exercise the rights and | '
privileges of Ordinance No. 160 of the Board of Supervisors of Del

Norte County, adopted April 20, 1945, for the purpose of supplying
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electricity to the inhabitants of the town of Klamath and vicinity.
Decision No. 37936 is amended accordingly.

L. That The California Oregon Power Company shall, within
thirty (30) days after the effective date of this order, commence con-
struction of the necessary transmission and distribution lines and
other'faGUitiés, and thereafver proceed’With such construction with due
diligence to the end that the supplying of electricity to the‘inhabi-
tants of the town of Klamath and vicinity by The California Qregon
PowerACdmpany.may be commenced on the earliest practicablelézte.

5. That The California Oregon Power Company shall, within

 sixty (60) days after the date of this ofder; and monthly theréafter;
submit to the Commission; in writing; a progress reporﬁ‘of the work
performed in connection with the éonstructiqn program-provided for in
the npreceding paragraph.‘ Said reports shall include an estimate_of
the time reguired to complete the work and the nrobable date on which
The California Oregon Power Company will be prepared to furnish

electricity under the certificate herein granted to customers now

. served by Clyde V. Hemry throughout thé vown of Klamath and viecinity.

6.  That The California Oregon Power Coﬁpany'sﬁall comply
with the following requirements:

a. Tariff schedules shall be filed to be effective
on or before the date service is rendered. to
the public, together with a tariff service area.
map,acceptable to the Commission and in accord-
gnceggith the recuirements of General Order
Oe ¢

The Commission shall be notified in writing of
the completion of the systenm covered oy the
certificate hercin granted within thirty (30)
days thereafter, N _ |
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The Secretary 1s directed to cause a certified copy of this
decision to be served upon respondents Clyde U.'Henry'and The Czlifornia
Qregon Power Coﬁpany. |

The effective date of this order shall be twenty (20) days

after the date of such service,

Dated at 3San Francisco, Califomié, this _ /20 = day of

_:ﬁf’.—_&?z_, 1949.,

lonerse.....
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