Ceclizion No.

BEFORE Th: PU3LIC UTILITIZS COIISSIUN CF THE STATE OF CALITORNIA
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of Alaﬁut“ vater, Lisht & Power Application lNo. 28357
Company for authority tc Increase

Rates

Lemuol H, Matthews for applicant; Elden N, Dye
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SUPPLIMEITAL OFINION

This proceeding relates to rates for electric service
supplied to consumers at alanath and cdjacent territory in Del Norte

Ceunty by Klamath “ater, Light and Power Congany. This utility is

Operated under the solc proprietorsiin of Clyde W. Henry, hereinafter

called applicant.

By Decision Ne. 40504, dated July &, 1947, in this proceed-
ing, applicant wis authorized after a pudblac hearing to increase hic
rate¢s. A schedule of rates, designated as Schedule A, was prescribed
for application watil October 1, 1948. A lower scale, known as
Schecule B, was also preseribed to become effeetive en that date.

Shortly after the Sciedule B rates became applicable,

First Supnlemental Application was filed. It was alleged, among
other trings, tliat {a) increased operating costs had been encountered;
(b) certain difficulties provented applicant from completing a re-
habilitativn and construction program contemplated at the time
Decision No. 40504 wus rendered which included the construction

of a transmission line to connect with a source of central-station




power at Crescent City; and (¢) the application of the Schedule B

rates would result in an out-of-pocket loss and prevent applicant

from obtaining necessary capital to construct the transnission line.
The Comuission was asked to authorize the reinstatement of the Schedule
A rates on an interim vasis for a period of not less than six months
beyund the dute that central-station power becomes available and vo
make ‘'such further findings and orders as the Comaission may deem
necessary uncer the premises.t

The supplemental opplication was set for hearing. However,

the matter was continued to a date to be fixed without receiving

evidence, because of the rendeney of other proceedings, hoerecinafter
referred to, which cubraced a comsreacnsive investigation into the
public utility facilities, service and requirements in the Klanath
arca, 3y Decision Wo. 42765, datod April 19, 1949, applicant was
authorized, nencing hearings and final determination of the supple-
nental application, to £file a schedule of electric rates at the

Schedule A level offective for bills based on meter readings taken on
and after May 1, 1949. These rates are presently in effect.

By Doecision No. 42869, cated May 10, 1949, in Cases Nos.
L2992 and 4993, the Commission found that applicant's public utility
services, cquipment and facilities have for several years bean in-
adeguate to meet the reasonable requirements of the community; that
he failed to carry out a program for improving his utility systems av
lamath, as dirceted by an order in a prior procceding decided
December 23, 1946; and that in a number of respects applicant had
cdisregzarded or violated certain provisions of the Public Utilities
Act as wall as orders anc rcgulations of the Commission. It was also
feund that public convenience and ncecssity require that The California
Oregon Power Company be authorized and dirccted to extend its facili-
tics for the transmission and distribution of clectric cnergy so as
to serve the town of Klamath and vicinity.
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The Commissionts order provided for the revocation of
apnlicant's operating authority to conduct a public utility electric
system. However, inasmuch as the record did not disclose the time
requirced by The California Orcgon Power Company to  construct the
necessary facilitics to provide service to the Klamath area, the

cffactive date of the revocation of oporating authority and discon-
tinuance of cleetric service by applicant was tentatively fixed os
being 12:01 p.m., Scptember 1, 1949. By Decision No. 43230, dated
Auzust 16, 1949, the order was amended by cxtending the time for dise
continuance of clectric service until 12:01 p.m., November 30, 1949.

Applicant was also dirceted to continue to furnish service until that

time, unless otherwise ordered by furthor suppleomental order.

In o potition for rehearing of the decision of August 16,
1949, applicant alleged, amony otacr things, that he had alrcacy taken
STips to ccase operations on Scptumber 1, 1949; that it would be im=
possible to continuc service after that date under the current rates
oxeopt at a substantial loss; and that if required to do so he will
suffor irrcparable loss and damage. Applicant urged that he bs por-
mittcd to discontinuc oncrations oa Septumber 1, 1949; and, if not
uthiorized to do so, that such omergency orders Lo entercd as may de
nceessary to permit him to continue sorvice at rovised rates or under
such other conditions as will not require the furnishing of clectricity
at o 10ss. The petition for rehearing was denied by Deeision No.
43266, datced Scptesber L, 1949. In doing so, the Commission stated
that it will give consideration to any application that petitioner
may filc for an incrcasc of rates or other relicf tc which he (ap=-
plicant herein) may be ontitled under the law.”

Public hearings upon the supplemental application in the
instont orececding were hcld belore Commissioner Potter and Examiner

Bradshaw on Scptember 6 and 14, 1949.




An exhibit precented by applicant purports to indicate that
revenues roceived for cloetric scrvice furnished during the first
seven months of 1949 amounted to 35,599.67, while the oxpenses ine-
curred were 42,340.23, thus resulting in a loss during the soven
months of $6,740.56. He testificd that oxpenscs have continucd to
execed revenucs at cbout the sume rats since July 31, 1949; that no
salary or uxpenses for nimsclf or his son have beon included in the
figures; and that he cannot continue to operate at 2 loss. Applicant
alse vestificd that the rovenucs for two of the months covercd by the
oxhibit wore based upon the Scihedule B rates, and that of the cxpensces
listed therein about 5,000 remain unpaid.

It wues stated that to provide service applicant. obtoined
some tronsformers on o tumporary rental basis for 3200 per month;
that in view of the Comuission's Decision No. 42859 the ownor was
informed that apwslicant would be able to roturn them on Septomber 1,
1949; that unliess these transiformers can be rented for a further
peried which according to applicant, is uncertain, it will be neces-

sary to purchasc thoem; and that applicent docs not have any moncy

with which to do so.
An cngincer in charge of the Commission's electric division

gvidenee based upon an analysisc of the data suwbmitted by

applicant and & choeck of his accounting records. In detormining
&P;

applicant's revenue position, his cleetric and water utility opera-
tions at Klamath werce treated by the engincer as a unit.  The roasons
for doing so, according to the testimony, were that both propertics
are jointly operated, uxpenscs for clictric and wator survices wers
intermingled, the cost of clectric power uscd for pumping water is

not billed agoinst the water department and a nuader of joint cxpenses
connot bu segrogated as between those allocable to the ¢lectric or

water operations exXcept on an arbitrary basis.
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Applicant's revenucs for the first seven months of 1949 were
further adjusted to reflect the situation in the cvent that the
Schedude A rates had been charged during the entire period. Renta
reecived from throe dicesel units used by a veneer mill boing of a
temporary nature wos deducted from revenues. The oxpenscs for the
poriod as sct forth in applicant’s exnibit were uscd by thoe engincer
for the purposc of ais study, cexcept tiat rovisions were found to be
proper with respect to the amounts incurred for power purchased, in-
surance, taxes and depreociation. Inasmuch as rental charges incurred
through the use of 2 dicsel unit represented & tomporary charge pe-
culiay to the scven-month period studied, they wore deducted from oxe
penses. An amount was added to reprosont tne average monthly
uncelleetible revenuc.

According to the analysis made by -the Commission's cengincer,
applicont's reovenue for the first scven months of 1949, predicatced
upon conditions proveiling during Sceptomber of the same yoar, would

have amounted to ,37,353.43, o5 contrasted with cxpenscs of ,42,546.19.

‘

It appears that included in the latter amount arc items of oxpense

ting $7,164.95 which arc not supportced by vouchers on file in

Applicant does not gquestion the propricty of the methods
caployed by the Commission's engincer in reaching his conclusions.
E¢ comtends, howasver, that a tal chargs of 41,400 for a diecscl
unit should be included in tho uxpensces, elaiming that it is still
necessary teo rent it for usce as a standby facility. Attention is
called to the failure to provide an allowance to compensate appliecant
for his services, said to be reasonably worth 300 a month. Applicant
also refeors to the cmission of an amount ostimated at abeut 500 for

the seven months to cover a county fronchisc tax ¢of two per cent,
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which has been in effect for some time but on which payments have

not yet been required.

With respect to the question of relief, applicant takes the
same position as he did in his petition for rehearing of Decision
No. 43230 in Cases Nos. 4892 and 4893. His principal desire is to
be permitted to discontinue service as soon as possible. If required
to continue operations, an immediate increase in rates is declared
to be essential to enable him to do so. It is contended that;‘in
the licht of the record and in order to provide & return on his in=-
vestment,.at least a 25% increase in rates should bde authorized.

The subject of discontinuance of service is, of course,,
beyond the scope of this proceeding..

It appears from the record that applicant's chief concern
as to his ability to continuc operations until relieved from doing
so by existing or further orders in Cases Nos. 4992 and 4993 arises
from his uncertainty, hereinabove referred té,lin being able to con-
tinue renting certain transformers. In our opinion, apnlicant was
not justified in promising to return'them to the owner on September 1,
194L0.. Decision No. L2869 clearly indicated that this date was simply
a tentative one for the discontinuance of service by applicant and
the inauguration of service by The California Oregon Power Company.

The record in this proceedins does not reveal any justifi-
cation for authorizing an incrcasc in rates of 25% - the minimum
degrec of relief sought by applicant. Such a proposal cannot be cn=-
tertained in the absence of a comprehensive record upen an apvlication

secking the desired authority. Furthcrmore, the incompleteness of




the record now before us is demonstrated by the fact that a number of
expense items included in the exhibits are net supported by vouchers
on file in npplicant's office and data confirming their correctnoss
are not available.

It should be obvicus that no consideration can be given at

this time %o cstablishing ratcs to provide & return on investment.

The cxigencics of the situntion are such that our ducision must be
d

confined to o determination of what, if any, cmergoney relicf is nce-
¢ssary to insurc the continuation of service on a temnorary basis.

In tals conncetion, it is clear that some mcasure of rolief in the
form of higher rates is nccessary until applicant can be permitted to
withdraw the cleetric scrvice now buing operated.

In view of all thc facts and circumstonces of rceord, the
Commission is of the opinicn that on inercase of 15% in the Schedule
A ravtes will be nceessary under procent conditions. Based upen the
figurcs appeardng in the exnibit presonted by the Comrnission's one
ginccr, such an inercase should produce an average monthly roveonue of
about 6,160 as comparcd with oxponses of 46,078, It would also appear
from the same data that the average montanly increasc in applicant's
revenucs will vo approximately $8C0 a month. The inercase in rates
herein authorized is hercby found to be justificd.

ORDER

Public hearings having boen had upon the first supplemental
application on filc in the above-cntitled procecding and, based upon
the evidence received and the conelusions and findings sct forth in
the preceding cpinion,

IT IS HEREBY ORDERED that Clyde Ui. Henry, doing business as
Klamath Water, Light and Power Company may file on or before October 20,
1949, & schedule of clectric tariffs offcetive for bills based on

ucetor readings token on and  after Octobor 25, 1949 at the level of
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rates stated in the tariffs prosently effcctive with a surcharge of
15% for Klameth and adjacent territory, and in all other respects the

some as the tariffs presently cffective in said torritory.
The effoetive date of this order shall be Oct\izbr 14, L2949.

Dated at San Francisco, California, this _Y < day
of (C@"’ At

, 1949,

—= IR ﬁ(%éj_ N

/ Commissioners — - v -
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