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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 3TATE OF CALTFORNTA

Dectision No.

In the Matter of the Application of

Death Valley Electric Cooperative Inc. :

fer Certificate of Convenience and . Application No. 30490
Necessity to construsht power plant and

distridbution system and sell electric

- energy £o 41ts members.

In the Matter of the Application of S

Death Valley Electric Cooperative Inc. Application No. 34798
for approval of Loan Contract and

Mortgage of Realty and Chattels.

E. John Eriksson for Applicant, H.M. Eammack
for California Electric Power Company..

QPINION

In 1949 applicant, a California nonprofit cooperative éérpoba-
tion, was authorized to exercise certain franchise rights and to con-
struct and operate an electric utility system in portions of Inyo and
San Bernardino counties. (Dec. No. 43497, App. No. 30490.) Construé-
t1on was delayed through Inabllity to procure necessary funds, and
the certificate lapsed because of non-exercicse by December 31, 1959.
Oz October 15, 1953 applicént requested reinstatement of the prior
authorization. The 1949 proceeding was reopéned for further hearing
and consolidated with applicant's request to execute certain instru-~
ments in comnection with a proposed loan from the United States of
America, acting through the Rural Electrification Admin;stratién. A
public hearing was held at San Bernardino bhefore Examineb Cassidy on
October 30, 1953. |

During the past three years applicant has paid annual franchise
taxes and bond premiums and has engaged 1n membership drives. Exten-

sive engineering studies have been made, and by letter of Augucst 26,
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1953 applicant was 2dvised that a loan 1in the amount of $é,oss,oog

racd bheen aubhorized by the Rural Electrification Admgnistration.

The loan has been placed under stop order wntil applicant, among’othcr
things, has submitted proof that,it'has obtaingd necessar& authoriza-
tions from this Commission.

Applicant proposes to distridbute electricity within those por-
tions of Inyo and San Bernardino counties delineated as i@é pbOposed
service area in Exhibit A to Application No. 30490. Applicant will
purchase energy from California Electric Power Company at Valley
Wells. .From that point, lines will be constructed easterly to Nipton,
westerly to Baker, and northwesterly to Tecopa, Shoshone, Death Valley
Junction, andvgurnace CreeX. Fron Shoshone a line will be constructed
northeasterly into Nevada to serve users 1n Pahrﬁmp Valley, 2 major
agricultural area 1in. that State. Applicaﬁt introduced 1in evidence a
key map of 1ts proposed system, together with sgven‘detail maps and
2 eireult dlagran.

Applicant has recefved 341 applications for service and memberp-
ship. Eighty per cent of these are located 1in California, where ap-

plicant will furnish service to residences and farms, 4ndustries

(1) "This loan will provide funds for the following purposes:

$ 9l4,450 To construct 179 miles of distribution line to serve
: 341 members, together with legal, engineering, mapping
ané related expenses. :

$ 30,000 To cover cost of office, transportation and tools and
working equipment.

10,000 For power use activities.
37,900 For sectionalizing devices and distribution bank of

2000 KVA, plus necessary switching structures and
metering at Valley Wells substation.

992,650 For system improvements, including 116 miles of 69 Xv
transmission lines, 2 substations and engineering feec.

$2,035,000 Total Amount of Loan" (Ex. 16.)
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(principally mining), and for 1rrig§tion pumping. Among its prospec-
tive‘cusgomerS‘are United States Molybdenum Corporation, Anaconda
Copper Mining Company, and Pacific Coast Borax Company. The latter
corporat;on controls several subsidiaries in the area, including the
Death Valley Hotel Compaﬁy, Purnace. Creek Camp and Ranch, and Death
Valley View Hotel. There are several commereial establishments at
Baker. No ceptral statign service 1s presently availablé within the

pProposed service area.

The estimated construction cost of applicant’s.proposed system

1s reported as follows: )
60 miles of 69 XV transmission line
Valley Wells to Shoshone, at §5, 500----$ 330 000

56 miles of 69 KV transmission line op-
erated at 14.4/24.9 KV Death Valley
Junction to Shoshone to Pahrump

at $5,500

134 miles oft three phase 14.4/24.9 XV, :
at $2 2oo 295,000
45 miles of single phase, l4.4 KV,
at $1,400

One subctation (Valley Wells
" 138KV to 69 KV (7500 XKVA
138 Xv to 14.4/24,9 XV (2000 KVA)

One substation (Shoshone)
69 KV to 14.4/24.9 XV (5000 XVA)

175-10 KVA transformers, at $275

61 transformer banks
Av. 75 XW or 100 KVA
Includes prospective banks,

At $3,500=-==mmmmm e e 213,300
Total-~=-=-$1,585,500

Engineering, legal and 1ntere¢t
16 per cent 254 /500

$1,840,000

It 1s estimated that the $195,000 difference between the above

eonstruction cost estimate and the amount of the proposed loan will
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be required for real estate, office equipment, vehicles, tools and .

"Other:work equipment, and for contingencies. It 1s intended that
" construction shall conform with the requirements of General Ordexr
‘No. 95. '

am

Applicant's estimates of annual revenues and expenses may be
summarized as follows'

"~Eat1mated Annga; Revenges

T Farm users, excluding irrigation
ReSidential users
"Small commercial users:
' Large commereial users
- ITTIgation puUmpIng---=rem-mmcec e e cc e —————

o

E;t;mated Annual Expenses

" Transmis sion operation and maintenance

Distribution . operation

Distribution .maintenance
. Administrative :and. general expense
- Taxes, and. insurances

Power’ costss-—----------——----------------- ------------
; Interest on loan

Depreciation expense ($1 826,500 depreciable plant
‘at 3.48%)

-—

Applicant intends to borrow $2,035,000, such loan to bear inter-
est at the rate of 2% per annum payable over a period of 35 years.
It requests authoritg to“execute & loan contract in that amount,
“mortgage notes (the initial note being for $1,867,000), and a mort-
gaée! It 1s hereby found that the money, property, -or labor to be
'procured or paid for by the issue of such note, is‘reasonably re-
‘quired'for the purposes specified 1n the application and that~suoh
purpQSes'are not, in whole or in part, reasomably chargeable to op-
erating expenses or £o income.

The authorization hereinafter granted in connection with tho pro-

pooed 1oan is not to be construed as authorizing applicant to enter
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" into or carry out the terms of any“péovisfoﬁ‘Inra-manner which may
conflict with the regulatory Juris diction of thia Commission or the
duties and obligations of a public utility under California law. ' To
tllustrate, Section 9 of the proposed contract provides In part that
the Government shall not e obligated to advanoe runds unless appli-
_cant, within a specified time, gas.entered into 1lO0~-year power'con-
... Wracts with named customers, (“"1n form and substance satigfactory
to and approved by the Adgigietrator"), providing for Indicated 2ggre~
gate loads at specified mgnimum monthly charges and a cesh-depoeit
"in the amount of the estimated cost of service connection as deter-
.~ mined by the Administrator”, the deposit being subJect to a refund by

credit in the amount of 10% of each monthly power b1ll over 2 10~year
. period.

Under the Public Utilities Code, each public utility is reqaired
to file with the Commission tariff schedules containing 1ts rates and
Lrulet, and may neither make changes therelin which retult in an 1n-
crease nor deviate therefrom without first obtaining authorization
from this Commission. ) o

Although this 1s not a rate or service proceeding, 1t is noted
that certain of the proposed rate schedules provide that the rates
: stated therein are net, the gross rates being 10% higher, and that
the gross rates shall apply if the current_monthly b1ll 1s not pald
within fifteen days from the date of the blll. As an iInducement to
the payment of accounts to reduce collection costs, an additional
charge for nonpayment may bve preferable to a discount for prompt Py~
ment. (Fowler‘Ing. Tel. Co., 3 C.R.C. 1173, 1177.) However, 1t has
heretofore been suggested that a utility can protect 1tself against

delinqueney in the payment of v1lls by the establishment of adequate

Tules covering this phase of 1ts operation. (Pasadena Cons. W. Co.,

18 C.R.C. 994, 996; Ocean View L. & W. Co., 19 C.R.C: 112, 114.)
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Applicant‘should prepare and file a set of rules ag part of 1ts,tariff
sc¢hedule. Such rules zhould 1aclude 2 rule relating to di putcd .
b1lls, as well as an extension rule, 2pplicable after construction of
the original system, setting for;h a specific gencral formula tolbc
applied uniformly to all new applicants for service,extensions.'vBc-
cause, of the nature of a cocperativc organization and the declared .
policy of area coverage, 1t 1s recognized that the extension rule of
guch 2 utility may well differ zomewhat from the general type of ex-
tension rule f1legd bg ut1lities engaged 1in business for profit.

Applicant's articles of 4incorporation do not contemplate the‘“
issuance of stock but do provide for the 1ssuance of memberehip cexrs
tificates. TUnder 1ts by-laws, any person, firm, or corporation may
become 2 member by paying a membership Tee of $5.00, agreeing to pur-
chase clcctric ‘energy, and upon acceptance for membership. Sucp.w
'membership fee will be repaid on withdrawal or termination of member-
ship. For practical purposes, each membership fee 1s similar to a
customer deposit refundable upon cessation of service. Yet because
of the nature of uhc corporation, a membership certificate is also
an "evidence of interest or ownership” within the meaning of See-
tions 816-828 of the Public Utilities Code. N

.. Authorization to lssue membershilp certificates will be granted,

it.being found that the money, property, or labor to be procured or
paid for by the 1ssue of such certificates 1s reasonably required
Sor the purposes specified and that such purposes are not, in whole
or in part, reasonadbly chargeadle to operating expenses or to 1ncomé.

"As heretofore indicated, applicant will purchcse power from
California Electric Power Company. That ut1lity has advized the Com-
mission as follows: |

"It occurs to us that, 4in the course of considcra-'

tion of this case, the Comnicsion may want o know,
as in previous hearings resulting in the granting of

é.
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the' Certificate which' later-expired, whether:or:not;.
Californie Electric Power Company.ls ready. and:will--.
ing to serve the Applicant at wholesale from its:
Bouldexr’ Canyon transmission line.. This:willingness .
of the Company was previously indicated and the rate
assumed’ and announced 'was the Company's California.
Schedule P-3. - Since that' tIme several. court deci--
sions have been rendered which:indicate that the

rate charged by this:Company to ' the Applicant will

be under the exelusive Jurisdiction of Federal Power:
Commissidn and 2lsoall: facilities used in whole or
M part’ in that service;. that 1s, all transmission fa-
cilitles which-at any time carry interstate energy -
wHich 1s delivered to'Death Valley Electric Coopera~
tive, Inc.- (Wiscortsin-Michigan Power Co. vz.. Fed.

Sveepr—

Power Com.: 197 F.- (2nd) W72, Junc 2, 1952; Californta’ :
Electric. Power” Company. vs. iederal : wer Commission,
155 F. () 2065 Gebever 1T T055)

We must assume”that such is the' law unless your
Commission can, with:the concurrence of Federal
Power Commission, establish a different arrangement..

Under the altered situation. as we understand it,
this Company must modify fts former statement to say
that 1t 1s: ready and willing to serve the Applicant

- from the Bohlder Canyon transmissfon line 12 the. .~
Company can obtain the &pproval by the Federal: Power. ..
Cormlssion of a rate which the Company deems fair -
and adequate .

-

The_certificaté of puvlic convenfence éndfhecéSSityPhereinafberv
granted 1s subject to thq quIéwing provﬂsibﬁ of’ laws:

That~"the Commission shall have.no power to au-
thorize the capitalization of the f{ranchises.
involved herein, or such'certificate of public
convenlence and necessity or . the right to own,
operate; or enjoy such franchise or certificate
of publi¢ convenience "and necessity in excess

of the amount (exclusive of any tax or annual
charge) actually paid to the State or - a political
subdivision thereof 2s the consideration for the
grant of such franchisés, certificate of public
convenience and necessity, or right.

_Therissue of the $2,0§5,000 of notes 15 herchby exempted from the

Commission's competitive bidding rule set forth in Decision No. 38614
of January 15, 1946.

Public hearing having been held in the above proceedings, the
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tters having ‘been subm'tted and now being ready for docision,

IT IS_CRDERED &s follows: "+ '™ *©' = '- 0 v

1. Finding'that public convenience and neccssity 50’ requiro,
a certificatg*is hereby granted_tovDeath,Valloy Electric Cooperative, :
Inc., authorizing the construction and operation of 2 public wtility
electric transmission and dis;ributign system In those portions of
Inygo and San;Bernardino counties delineated gs”tho réquestgd scrvice
area of,applioént on tge map attached as Bx@ibit’A to Application
No. 30490, said map being made a part of this«order by feéérenoe, and
authorizing the exercise by applicant of the rights, privileges,ﬂand
franchises granted by Ordinance No. 224 of the County of Inyo an&
Ordinance No. 636 of the County of San Eernardino. ) _

2. Applicant shall not oupply electricity 1in California outside

: of the above specifiled oervice area except under further certificate
of this Commission rir t obtained.

-

3. _Tge Commission may hereafter by'appropriqée proceeding and

order, limit the authority éeréin granted to applicant_aé‘to"ohe
Serritory within said counties not then being served by applicant.

L. On or before June' 30, 1954, applicant may enter into 2 loan
contéact in substantially the same form as Exhibit A to Application
No. 34798, may execcute 2 mogtgagerof reaity and chétteis in’substan-
) tially the same form as Exhibit C to that applicgtioo, and may issue |
1%s mortgage note, or notes, in the aggregate principal amoﬁntro?{
not exceedin§'$2io35,000'§n substantially the gamevform'as Exhioit-B
to that application, grovgqed Ehat such autporizatioﬁ'does not con-~
stitute approval or authorization to enEer into or carry out the
terms of any provisicn in any manner which may conflict with the
regulatory Jurisdiction of this CommiéSion or the duties and-obliéa—‘
tlons of a public utility under California law. Applicant shall use

the proceeds to be received through the issue of s2id note, or notes,

8.




for the purposes: set: forth: in; the application,

5.. The- authority; hereinabove granted; by, ondering paragraph 4
shall become. effective. upom: the effective. date of this order or upon
ﬁﬁé’éagmenC:oﬁ:the-ﬂee~greccribed by Section 1904(b) of the Publ1c
UELT1tTes Code,. whichever date 1s latez. The amount of. said £eé 1s
$2,517.50-. ]

6L Applfcant may Lssue membership certificates upon the payment
of 35..00: for each such. membership certificate. -

T; Applicanx shall f1le with this Commission, in quadruplicate

cchedule of rates and rules, in accordance with the requirements of
General Order No. 96.

- - -

8. Applicant shall file with this CommiSSion mcnthly reporvs as
required by General Order No. 24-A, which order, in so far as appii-
cabre, is made a part of this order.

The effective date of this order shall be the date hergzﬁ,
Dated, 4/ Ry //M,r///m 2 ___, Calii‘omia, this /0 L0 7%y o

/MM/ , 1953,

. -gz- i:>>e_;;:2=~_—~4-a\r~

ﬁesidem-,

rXQA“L,QL*&9~Mm_~'

\cﬁommissioners




