
DECISION NO. 49305 IN APPLICATIONS 

NOS. 30490 AND 34798 SET ASIDE AND 

REVOKE,D BY DECISION NO. 54119 

opnER OF REVOCATION dated 

NO~~ER 27~ 1956. 



.... - .... '. 

49305 Decision No. ______ -

BEFORE THE PV-St!C UTltI~IES COMMISSION OF THE STATE OF CALIFORNIA 

In che Matter of tee Application ot 
Dea:n Valley Electric Cooper~t1ve Inc. 
tor Certificate of: CO:'l.'t,~enien~e and 
Necesz1ty to constr..:.ct pO~J'er l>lant and 
distribution syste:n and sell electric 
ener~J t~ its members. ' 

In the Matter of the App11cat10n of 1 
Death Valley Electr1c Coo~erat1ve Inc. 
for approval of Loan Cont~act and 
_M_or_t_g_a_s_e_ot:_R_e_a_l_ty_a_n_d._Ch_a_t_t_e_l_$_. ----) 

Application No. 30490 

Application No. 34798 

E. John Eriksson for Applicant, H~M. F.ammack 
tor California Electric Power Compa.ny., ., 

In 1949 applicant, a California. nonprofit cooperative c'orpora

t10n, waz authorized to exercise certain franchise rights and to con

struct and operate an electric utility system in portions ot: Inyo and 

San Bernardino counties. (Dec. No. 43497, App. No. 30490.) Construc

tion was delayed through inability to procur.e necessary funds, an~ 

the certificate lapsed because of non-exercise by December 31, 1950. 

On October 15, 1953 applicant requested reinstatement of the prior 

authorization. The 1949 proceeding was reopened for further hea:ing 

and consolidated With applicant's request to execute certain instru

ments in connection with a proposed'l~an from the United States of 

America, acting through the Rural Electrification Administration. A 

public hearing was held at San Bernardino before Examiner Cassidy on 

October 30, 1953. 

During the past three years applicant hae paid annual franchise 

taxes and bond premiums and has engaged in membership drives. Exten

sive engineering ztudies have oeen made, and by letter of Auguct: 26, 
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1953 applicant was a.c'vised tha.t a loan in the amount or $2,035,000 
( 1) 

ha' been author1zCc by the Rural Electrification Administration • 

. The loan has been placed under ztop order until applicant, amon; other 

th~r~s, has submitted proof that .it has obtained necessary author1Za-

t10ns from this Commission. 

Applicant proposes to distribute e1ectricit~ Within those por

tions of Inyo and San Bernardino counties delineated as its proposed 

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 

Junct1on, and Furnace Creek. From Shoshone a line Will be constructed 

northeasterly into Nevada to serve 'users in Pahrump Valley, a major 

agricultural area in that State. Applicant intro~uced'in evidence a 

key :nap of its proposed system, together with s~ven. detail maps and 

a ,circuit diagram. 
. . 

Applicant has received 341 applications tor service and member-

ship. Eighty per cent of these are located in ca!ifornia, where ap

plicant will turnish serVice to residences and farms, industries' 

(1) "ThiS loan will prOvide funds for the follOWing pUrposes: 

$ 914,450 To construct 179 miles of distribution line to serve 
34l members l together with legal, engineering, mapPing 
and related expenses. 

$ 30,000 To cover cost of office, transportation and tools and 
work1ng equipment. 

$ lOIOOO For power use actiVities. 

$ 87,900 For sectiona11z1ng devices and distribution bankot 
2000 KVA, plus necessary sWitching structures an~ 
metering at Valley Wells substat1on~ 

$ 992,650 For zystem improvements, including 116 miles of 69 KV 
transmission lines, 2 substations and engineering reese 

$2 /035,000 Total Amount of Loan" (Ex. l6.) 



·~ '/'1. ; ,", .A. ( .., . 

. ~ .. , "', " 

(principally mining)" and for irr1gation pumping. Among its prospec

tive customers are United States ,Molybdenum Corporation, Anaconda 
, , 

Copper Mining Company, and Pacific Coast Borax Company. Tt.a latter 

corporation controls'several subsidiaries in the area, including the 
, 

Death Valley Hotel Company, Furnace, Creek Camp and Ranch, and Death 
.... 

Valley View Hotel. , There are several commercial establishments at 

Baker. No central station service is presently available within the 

proposed service area. 
" 

The estimated const~et1on cost of applicant's proposed system 
~'\ .... , 

is reported as follows: 

60 miles of 69 KV 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 'J!:'v Death Valley 
Junction to Shoshone to Pahrump, 
at $5,500------------------------------ 308,000 

'-, .", 
'" , .. '.' 

134 m11es',~o:f': three' phase 14.4/2'4.9 KV, 
at, $2,200------------------------------ 295,000, 

45 m11es:,~or,>single phase" 14.4 KV, 
at $1,,400------------------------------ 63,,000 

'I ,/: ,.,' .,.' I ~~. "" ',:'. J,'" 

One substation (Valley Wells) 
, 138': Ir:v ,to 69 KV (7500 KVA) 

.;38 KV t~ 14.4/24.9 ~ (2000 KVA) ------ 250,~.00 
," j' 

One suo$tat1on (Shoshone) 
69 KV to 14.4/24.9 KV (5000 KVA)------ 75,000 

175-10 K:VA tra.nsformers, at $275----------- 48,,000. 

61 transformer banks 
Av. 75 KW or 100 KVA 
Includes ~rospeet1ve banks, 
at $3,,500------------------------------ 213.500 

Total--~---$1,585,500 
Engineering, legal and interest . 

16 per cent---------.-------------_,..____ 2S4
d
:500 

$1,840 ,000' 

It is estimated that the $195,000 <iirrerence between the above 

eonstruction cost estimate and the a.mount of. the proposed loan will 

3. 
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~e required for real estate? office equipment? veh1cles? tools and .'.. '. . 

other "work equ1pment, and for cont'1ngenC1es.. I,t is intended that - ,,' . .,. . ~, -
<'~>'C'on$truc'tion shall conform w1th tl:le requirements of General Oreer . ,\ . 

:': '~No4O 95. 

"-'. Applicant' $ estimat~s of annual r.evenues and expenses may be 
I" . , 

s~ar1zed as follows: 

-, . .. . 
.. .'~"':' Farm use~s, 'excluding irrigat1on-----------------------$ 12,892' 

Res1dent,1al 'users----------------------------__________ · 32',.098 
;::, "'Small commercial users-----------------------------____ 27 281 
" 'Large commeI'¢iaI users:..-------------------------_______ l61: 167 

Irr1gati0,n: pumPing---------------------------~--------- 110,896 
", 

, , r 
, , 

Total-------------~----$344,334 

Estimated Annual Ezpenses 

" " Transm1;;i6n:"'6peratio~ and maintenance-----------------$ 19,485 
D1str1'bution, 0Perat1on----..:----------------___________ .. 8,339 
D'1str1'but1on,,·ma1ntenance----------______________ ~ ____ -- 8,339 

, Ad::n1nistrat,1v~.~and,general expenses-------------------- 16,678' 
:T~es~ and\' :1n$uranee~------'--------------_______________ , 8,,039 
' 'Fowe~': 'cost$.~:-:~:-,~~----------------------------- ... --______ 156,835, 
Intere'st ,On l,oan------------------------_-_____________ 40· 700 

·:'-DePrecia.tion-,expense ($1,826,500 d.epreciable plant ' 
.' ',,' a~,',"3,.48%) --~,------------------------ .. ---------------- 93' • 593, " , . ..... . .... ~ , ..... , \ 

.' " Total------------------$32l,,978 

Applicant intends to borrow $2,035,000, such loan to bear inter

es t at the ~;ate' 'or 2% per annum payable Over a period of 35 years. 

It 'requests authOrity to execute a loan contrac~ in that, amount, - - ~. . 
"mortgage notes (the initial note being for $1,867,000), and ~ mort-- . . 

gage:; It is he:'e'by found that the money .. property, -Or lal:lor to be 
.. - .. 

'procured or paid tor by the is~ue of such not:, is reasonably re

quired' for the purposes speCified in the application and ~hat such 

purposes 'are not, in whole or 1n part, reasonably chargeable to op~ 

erating,expense~ or to inc0m.e4O 

The authorization hereinafter granted in' connection With th~ pro

posed loan is not to be construed as authoriZing applicant t'o enter 



,'-

· .. -"', .. 
'into or carry out the term.:s or an~('p~ov1s-ibn' ina manner wh1ehmay 

\ . 
eor..!"11ct ,with the regulatory jur1S"d1~t'ion: ot, :th1:'~ Commist$~On, at: the 

•• e. ••.• _ I '~"" 
, ' 

duties and obligations of a publ1'c ut111ti', under, California law, , ,To 
' ,.. . " ,. 

Uluztrate, Section 9 or the propot5ed eontra'ct prov:1des !n part. ,thc.t 

the Government shall not be obligated toadvaace :£'unds"unles:z. a.ppli-
I 

, , ~t, wi~h1n a ~pce1r1ed time, ~a$ entered into lO-year power e~~ 

tracts With named eu$tomer~, «(fin torm and ~ubstaI?,ce sat1st'aet o:r:r - ' .~. 

'too and approved 'by the Administrator"), providing for indicated aggre-- - - --
.. ~te loa.d.$ at 5pec1r1ed m;n1mum monthly cha.r~es and. a cc:shdepos1t 

"in the amount of the estimated cost of service connection az detcr-
PI ,. 

,,' 'mined by the, Adm1n1strato~" I the deposit being su~jeet to So refund by 
, - _., -

, ~ed1t in the amount of 10% of each monthly power 'bill over a lO-year 

, period. 

'O'nde~ the Pu'bliC,:tTti11ties Code, each public utility is required. 

to ,rile With the COmmias1on tariff scheduleo containing its rates an~ 
" -. 

,--rules .. and may neither make changes therein which recult in an 1n-
,. -.. - .' .... , 

crease nor deviate therefrom without fir3t obtaining authorization 
... . 

from this COmmission. 

Although this 1~ not a rate or service proceeding, it is not~d 

that certain ot the proposed rate schedules prov1~e that the rates -. .... 

stated therein are net, the ~oss rates being l~ hi?;her~ and tha~ 

~e, §%'OS~ rates shall apply it the current_monthly Oil; is not paid 

Within fifteen days from the date of the ~ill. As an 1nduce~ent to 

the payment of accounts to reduce collection costs, an additional 

chirge for nonpayment may be preferable to a d1~count ror prompt pay-
, .. ' . 

mente 
, ,. 

(Fowler ind .. Tel. Co., 3 C.R:C: 1173', 1177.) However.. it has - -
heretofore been- sugge~tedthat a ut1l1ty can protect 1tself aga.inst - - -, 
delinquency in the payment or bills by the establishment of adequate . .. .-

rules covering this phase of its operation. (pasadena Cons. W .. Co., 

18 C ~R.C_. 994, 9S6; Ocean View ·tt & w .. C2", 19 C .R.9; 112, 114.) 



, 

~ ... " ," I' { ,. . :'. 

Applicant, should prepare and file a zet of rules as part of its tar1ft . :,' 

schedule. Such rules should include a ,rule relating to disputed 
• I ". 

bills" as ,well as an extension rule" applicable after c<?nstruction,ot 

the original system, setting forth: a, specific general ~ormul~ to, 'b~ 

apPlied~ uniformly to all new applicants for serVice, extensions.' ,B.e

cause, or the nature or a cooperative organization and the declared ,,' 
j , I 

pol,icy of area coverage" it 1$ recognized that the extension rule or 

such. a utility may well differ somewhat from th~ general ty-pe of ex

tension rule filed by utilities engaged in business for profit. - . , 

Applicant f s articles of incorporation do not contemplate the 
". " '.' , I, • , ';' •• 

1ssuance of stock but do prOvide for the issuance of membership ce~~ 
, , , 

tit:1~ates. Under its by-laws" any person .. firm" or corporation may, .. 
,,,."' 

become a member by paYing a membership fee of $5.00" agreeing to pur-., 
cha~e clectri~·energy .. and upon acceptance tor membe~ship. 

membership fee will be repaid on withdrawal or termination of member

ship. For,practical purposes" each membership fee is similar to ~ 

customer depOSit, refundable upon cessation of servicew Yet, because 

of the nature of the corporation" a member'ship certificate ,is ,also 

an "evidence of interest or ownership" Within the meaning of Sec

tions 816~828 of the PubliC utilities Code. 

, .Author,1za tion to issue membershiP certificates will be granted, . " \ 

it.being found that the money, property .. or labor to be procured or 

pa:d for by the issue of such certificates is reasonably required 

:or the purposes speCified and that such purposes are not" in whole 

. or in part" reasonably chargeable to operating expenses or to income. 

'As heretofore indicated .. applicant Will purchase power from 

California ElectriC Power Company. That utility :",303 advised the Com-

miSSion as follows: 

"It occurs to us that, in the eOUrce of considera
tion of this case" the Commission may want to know .. 
as in previous hearings re~ulting in the granting of 

6. 
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the' Certi:f'icat'e wh1eh',later"exp1red';, whe-theri"or~ l'lot,~, 
Ca11:torn'1a Electric, PoW'er,~'compani~.'1s, ready:: and:.':wi1i:;:, .... 
ing' to' serve the App~l~c'ant' at-who:l~$a,le-' from- 1ts~ , 
Boulde:r-' Canyon transm1ss-1on;'11ne.,' ThiS:' w1llingness I' 

ot the Company was preViously ind1cat'ed and the rate 
assumecl" and announced"was' the'; Company,f s Cal1forn1a, 
SCh.~dule P-3.' S1nce th8.t~ t!me,' 's.everalJ court· deci-" 
s1'ons' have 'been, ren:dered" which:: indicate that, the 
rate' charged 'by' th;1s' Compar..y- t:o'the Applicant W1ll 
be unde):' the exclusive jur1sd.1'ct'1on ot' FOdero.-l Power' 
CommiSsion and." also:"all:, fac1l1t1es used in whole or 
'in pa~t' in that' serv'1c'e-;" that is~ "all transmission fa
C111t,'ies whiCh~at' any.· t'lme carry, 1nt'erstate energy , 
which :1s delivered' t'o: D'eath Valley, Elect~ic Coopera ... 
t:1 ve,' Inc ~ . .cW'i seort$'li'l;" M~Ch 19an Power CQ,. .. ' v~ ... ~ ~'" 
Power Com.',19T F,.' (2nd) ~72, June ,2j" 1952; california,:::,.: 
~lectr1c. Power'" CO~y, vs. Federal Power Comm1'sJ21on~ ,:'; 
199 F. (2nd) 206;. c ober l4~ 1952), •. 

We 'must assume'" that' such 1s the' law unless y<:ror 
Comm1"ss1,ori can;, With~ tlie"concurrence' of. Federal' 
Power COmmission,: esta.blish a di'fferent arrangement .... 

Under the altered' s1'tuat1'or.., as we understand it, 
this Co~any, must modfty its tormer statement ;to Say 
that 'it, :1s: ready and': will-ing to' zerve the Appl":1'cant' 
from the Boulder'Cany.on transm1ss1:on line :1t the': ;-" 
company can obtain the approval: by the Federal; P'ower.,,
Commission ot' a' rate which· the 'Compa.ny deems" fair " ". 
and aclequate .,If 

The certificate of pu·o11c c'onv~ni:ence and, '~nece5s1.ty I"here'ina.tter, 

granted is subj~et to th~ r~tlow1ng pro~o1,on 0'£' iaw:: 

Tha t '~the Cornrn:!ss!on shall ha v.e~~ no power' to- au
th'orize the capital:t:zat1'on ';o;t' the tra.nchises, 
involved herein" Qr such,·,~t'1f:1cate of publiC 
convenience and ncceszi'ty or, ;,the right to own" 
operate, or cn.1,oy such rranch!$~ or certificate 
or publiC convenience-and necessity :1n excess 
of the amount (exclusive of any tax or annual 
charge} actually paid to the State or 'a political 
subd:1vision thereof as the consideration tor the 
grant or such franchises, certificate of public 
convenience and neccsz1ty, or right. 

Th~~:1ssue ot the $2~035,OOO of notes is hereby exempted from the - .... - - - -
CO:nm1ss1.on's competitive b:1dding rule set forth in Dec1~1on No. 38614 
of January 15, 1946. 

ORDER -- .... --- -... .... 

Public hearing having been held in the above proceedings" the 



, . 

matters having::been 'submitted 'and now being ready for decision, 

'"' • t
'

·-- ..... -~. 

, " .' ~t .' .'" J ' .. 

"> : 1'. F1Xld1ng'that publiC conven'ience arid necessity so'\req,u1re~' - ~ -
a certificate"is hereby granted to 'Deatl'l:"va.'lley Electric Cooperative,. - ... -- - .-
Inc' • ., authorizing the construc'tion'and operation of a 'publiC utility - .• - - . . 

electric transmission and distribution system 1n those portions of' ,- -
Inyo and San Bernardino counties delineated az the re'q,uested service - - .. -
area of, applicant on the map attached as Exhibit' A to Application '. - . 
No. 30~9~, sa.id map O:1ng made a _part of this ~rder 'by re~erence" and 

a:uthor;zing the'exercise 'by applicant of the rights" privileges,' anCi 

fra.""l.ch1ses granted by Ordinance No. 224"of' th.e County of I~o and 
, , 

Ordinance No. 636 of the County of San":Sernardino. - . -
2. App11can~ shall no~ supply electricity 'in California outside 

, of th~ ab'ove sP~cif'1ed se"1C~ area except' \mder further certificate 

of this COmmission first obtaine'd.. " 

3. The Commission may hereafter, byappropr1ate proceeding and - .,. .. - '. 

, , 

terr1tor.1 Within said counties not then being served by applicant. 

4. On or before June" 30, 1954, applicant may enter into a loan -
contract in substantially tne same form as Exhibit A t~App11cat1on 

No. 34798, may execute a mortgage of realty and chattels 1n':substan-- - . 
':1ally the sa~e form as Exhibit C to 'that application, and ~y issue 

its mortgage note, ,or notes" in the aggregate principal amount' or 
- ... , .• i 

not exceeding $2.,035,,000' 1;n substantially the same form 'as Ex..i.1bit B - -.. . ""'" 
, , 

to_that application, prov1~ed ~hat such aut~orization does not con-

stitute approval or authorization to enter into or carry out the - - "" 

terrr.z of any P~ov1s1on in a.ny ~manner which may conflict With the" 

regulatory jur1sdi'ction of this CommiSSion or the duties and obliga-- ... .... .. -
t10ns or a public ut1l1t,y'under ca11forn;a law. Applicant shall use 

th~ proceed.s to be reeeived through the issue or said note., or notes" 

8. 



for: the purposes': set\ tOr.,th; in,) the aWl1·eat1.on.. ". - .,. .. ', •. '", .. 
5':. The" authon1;y.: her,e:1nA~oVe' granted.: by', or.deX':1ng paragr,aph' 41 .... ' _' .f. I." . t', I ". . .' 

\", ,. r" " "''''''' , sl'iall 'become; etteet1~.e-. up~; t,he etfeet;1:y.e.:, ~te of t~1.,5 oX;~~~, or upon '- , ,~ .. r' . ~. 'j A .~ 

the paYment,~ o'f.: the: tee- P~~c.~1:bed 'by S-e~tJ:on 190#(b) or th~ Publ'1c' 
- - - •• - ~ ... • ". t' '_ 

'- , .... ~ 1 ~ ': .... ' + ' • ,',"' I., ~. 

Ut1'11tfe.& C:ode,,,, wh1.:chever. da:te is later.. Th~ amO\lnt of:. said tee is 
• I' • .. • •• , "'" • 

$J: ~.51··i~50'.. 
~' . 

6. Appl~~t. may.- issue membe~sh1p certificates upon the payme~t 
• - .,. ... I ,f,l!. I' 

of $5,.00' for ea.ch such. :mem~ersh1p, ~r~11"iea.~.e. ' 

1'. Applicant ehaJ:l tile with this C,o;mm1ss1on" in CluadruPlicate; 
"' . . ... '. .. .. , . ... ,_ .. ' . 

at: rea'st thirty (30) days prior to t't.lnl1sh1ng se~1ce,~ a. tarirr' 
. - •• " ",.' '0' 

.... 1 .. ,...~ " ~. t." _.,., 
s'ebedule o~ rates and rule$~ in aeeorclanee With the req,Uirements' of 

, ...... .. 
General Order No. 96. 

. '1"",1.,.. II" '"..( 8. Applicant shall tile With t,~i3 Commission mon~hly report's' as -' . - " .. .. 
-,.....~. ~., ~ .. ..,." .i 

required 'by General Order. No. 24-A, which order, in so far as a:PP:I:i~' 
- • • .... ~ I. ' • . " 

...., ,-- j.. 

cabte,. is lr.ade a. part of this orde:r. 
~. , 

The erre~tive date of , this order s~;l be, the d~te her~ 

Dated~ J;'f I'n~//A"/~/,Ao 7'\ ~ California, this. /o::-aay' or 

-.~/~ , 1953.' . 


