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f"""':;0h, Decision No. __ "_""_'1.._,._., _ ......... J_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
D:ESERT ELECTRIC COOPERATIVE, INC., ) 
tor a Certificate of Public Convenience ) 
and Necessity to construct an electric ) 
transmission and distribution system and ) Application No. 372$0 
sell electric energy to its members, for .) 
authority to issue membership certificates) 
and evidences of indebtedness, and for ) 
approval of rates and tariff regulations. ) 

----------------------------------) 
Gordon Cologne, for applicant. 
H. 1\1. Hammack and D. B. VVh.eelock, for California 

Electric Power Company, interested party. 
L. S. Patterson, for the Commis.sion staff. 

OPINION -- .... --~-

Applicant is a California non-profit cooperative organized 

in 1950. It requests the issuance of a certificate of public con­

venience and necessity authorizing the construction of an electrical 

transmission and distribution system in an area in the southern 

portion of the County of San Bernardino in the vicinity of 

Twentynine Palms. Applicant also req,uests authority to issue 

membership certificates and to execute certain instruments in 

connection with a proposed loan or $600,000 from the United States 

of America acting through the Rural Electrification Administration 

of the Department of Agriculture. 

A public hearing was held in Twentynine Palms on December 

12, 1955, before Exa..":liner Grant E. Syphers, at whi·ch time eVidence 

was adduced and the matter submitted subject to the tiling by appl1-

cant of two late-filed ·exhibits. These exhibits now have been 

filed and the matter is ready tor decision. 

The area proposed to be served consists or a large number 

of sections of land generally bounded on the west by the range line 
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between Range 3 East and 4 Ea~t and on the east by the range ~1ne 

between Range l2 East and 13 East. The area consists of two parts, 

separated by a d1stance o~ 1~ mile~. The comb1ned area is approx­

imately 54 miles in length and ranges between 12 and 14 miles in 

width. At the present time there are approXimately 590 prospective 

consumers in the area, all or whom desire electricity ~or domestic 

uses. Exhibit No.1 is a ~~p of the proposed service area. It 

should be noted that th1s area is slightly less than that proposed 

in the original application, the proposed area having been reduced 

by stipulation ~iled at the hearing. 

The only electricity available in the proposed service 

area is that generated by pr1v,ate generating plants, and many or 

the residents do not have electricity 1n any torm. They deSire 

electric service as a domestic necessity, for the Pumping of water 

and to olim1nate f~e hazards. 

The applicant cont~p1ates the construction of 182 miles 

of electric lines together with the necessary poles, transformers 

and other eqUipment. It est1mAtes that by 1962 this service will 

be supplied to approx~ately 672 consumers. 

Applicant has completed negotiations tor the purchase ot 

electric energy from the Californ1a Eloctric Power Company and a 

proposed contract has been agreed upon. A copy of this document 

was received in evidence as Exh.ibi t No.5. 

Exhibit No. 3 is a copy or a master budget which has been 

approved by the United States Departl'llent of Agriculture, Rural 

Electrification Administration, ror this project and is intended to 

be used by the applicant. Exhibit No.4 is a feasibility study 

shOwing the estimated annua.l receipts and expenditures of this 

project. 
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The Master Budget setting out the estimated cost of 

aPJ::>licant f s system is set out hereinafter: 

1. Construction 

A. 182 ~e3 - 672 consumers ~290,580 
B. 1000 IcrA - 34 • .5KV - 14.4124 

9 XV Substation 22,000 

2. Meters (672) 

,3. A.C. Reclosers 

4. Line Transformers 

A. For Item I (460) 
B. For member service (212) 

$. Legal Fees 

6. Miscellaneous Legal Expense 

7. Engineering 

8. Pre t09ll Expense 

9. Rjght-ot'-way 

10. General Overhead 
11. Equipment 

A. Ott1ce equipment 
B. Transportation equiJ;lment 
C. l'ools and working equipment 

12. Power and Telephone Agreements 

13. Miscellaneous Charges 

A. Power use activities 

14· Member Service Material 

1$. Member Service Labor and Other Expense 

16. Contingencies 

1,$00 
5,000 
2,000 

GRAND TOTAL 
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$312,$80 

16,800 

1$1,200 

1,840 

160 

2$1 000 

3,000 

3,500 

7,000 
8,$00 

5,,000 

1$,,000 

17,000 

.3.3,420 

$600,000 
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Applicant's estimates s.sto the feasibility ot tne project, 

as set torth in Exhibit A, are as follows: 

1962 Est1me.tes 

Bstimated Average A%tr.Iual Receipts 

Members Total Est. 
Number KlNH 

Tota1- KWH ._. Receipts 
per Member 

1. Fam. 

2. Non-farm 657 3,480 2,286 .. .360 
residence 

.3~ Comm • Sm. 15 6,240 93,600 
4. Comm. Lg. 

2,319,960 

Estimated A7erage Annual Expenditures 

1. Trans. Line ---2. Trans. Substn. __ _ 

3. Present plant value - Distribution 
Increas6 plant value - Distribution 

4· Operation 1.S~ of (1) 

$. I~a1ntenance 1.5% ot (1) 

6. Replacement 1% of (1) 

:iP570,000 
570,,000 
.570,000 $8,550 
570,000 8,550 
570,000 5,700 

Total 
Receipts 

$114,081 

4 .. 583 

$118,664 

7. 'General Adm. 2.6% or (1) 570 .. 000 ;4,820 37:620 
. 8. Debt repayment and interes.t 

4.1% or $600,000 loan 24 .. 600 $ 24 .. 600 
9· Taxes $33 mile (2) 

10. Insura.nce 

11. KWH consumed 2,379 .. 960 plus 18% line loss 

12. Total KVm roquired: 2 .. 902,390 
l3. KWH purchased 2 .. 902,390 at 1.17¢ per KWH 
14. KWH genera ted 

6,006 

33,958 

Total Estimated Expenditures $102,184 
Excess of Receipts over Total Expenditures: 

Required monthly revenue per member $12.67 
per mile 46.78 

(1) Prorated according to operating budget, which was prepared by 
our OFR and Head .. Operating Section. This budget i3 on tile 
in the OperatiOns Section. 

(2) Average tor California Cooperatives. 
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:Many of the proposed conswners were in attendance at the 

hearing and a list ot the names of a number of the proposed con­

sumers torms a part ot this record. There was no oPposition to 

the proposal from any source. 

Upon this record we tind that public convenience and 
, 

necessity require the construction ot applicant's proposed system. 

A copy ot the articles of incorporation of the Desert 

Electric Coopera.tive, Inc'." and a copy of Ordinance No. 713 granted 

to the applicant by the County ot San Bernardino on June 8. 1953, 

conta.ining a franchise and descriptions of the areas to be served, 

are attached to the application. 

Applicant intends to borrow $6oo~ooo to t1nance the pro-

posed construction, the loan to bear interest at tne rate of two 

percent per annum payable ovor a perlod of 3$ years. It requests 

authority to issue a mortgage note 1n the ~ount of $600.000, 

together with a mortgage and loan agreement. We hereby tind that 

the money, property or labor to be procured or paid for by the 

issue of sueh note is reasonably required tor the purposes spec1fied 

in the application and that such purposes are not in whole or in 

part reasonably chargeable to operating expenses or to income. 

The authorizat1on hereinafter granted in connection With 

the proposed loan is not to be construed as author1z1ng applicant 

to enter into or carry out the terms of any provis1on in a manner 

wh1eh may conflict with the regulatory jurisdiction ot this Commis­

sion or the duties and obligations of a public ut1lity under the 

l~ws ot the State of California. 

App11eant 1 s proposed rates are contained in Exhibit J 

attached to the application. The rates as set forth are not clear 
\ • I • as to the app11cability nor as to any qualifying special conditions. 
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Moreover~ applicant did not specify rules and regulations covering 

the service it proposes to render. Applicant will be directed 

to tile its rates, rules and regulations as required by the Public 

Utilities Code. It should be noted that under the Public Utilities 

Code a utility may neither make changes in its filed tariff schedules 

which result 1n an increase, nor deviate therefrom~ without first 

obtaining the authority or this Commission. 

Applicant's Articles or Incorporation provide for the 

issuance of not to'exceed 10,000 certificates. Each certificate 

is to be sold tor $10, and no person, firm, corporation or body 

politic "mAy own more than one membership. Each member shall be 

entitled to one vote and no more. As a condition to the issuance 

of a certificate herein, the corporation will be required to set 

up in its bylaws provision to the eft'ect that no person~ firm;, 

corporation nor body politic can become a member without agre'eing 

to purchase electric energy and without a further proviSion that 

the membership tee will be re1"unded upon withdrawal or termination 

or the membership. 

Authorization to issue membership certiticates will be 

granted, it being t'ound that the money, property or labor to be 

procured or paid for by the issue or such certificates is reasonably 

X'equired tor the purposes specified and that such purposes tu"e not 

in whole or in part reasonably Chargeable to operating expenses or 

to income. 

The certificate or public convenience and necessity here-

inafter granted is subject to the tollowing prOVision of law: 

That the Commission shall have no power to authorize 
the capitalizat10n of the franchise involved herein, 
or suoh certif1cate ot' public convenience and neces­
sity or the right to own~ operate, or enjoy such 
franchise or certificate of public convenience and 
necessity in excess ot the &mount (exclusive of any 
tax or annual Charge) actually paid to tne State or 
a political subdivision thereot as the consideration 
for the grant of such rranchise~ certificate of 
public convenience and neeessity~ or right. 
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ORDER --,-- .... , 

Application as above- entitled having been tiled, .pUblicl

, • 

hearing having been held thereon, the.matter having been submitted 

and the Commission being fully advised in the premises, and finding) .,/ 
) that public convenience and necessity so requ1re, / 

IT IS ORDERED THAT:-' 

(1) A certi:t:'icate of public convenience and necessity be and 

it hereby is issued to Desert Electric Cooperative,. Inc., a non-
. . . 

pr¢t1t corporation, authorizing the construction and operation ot a 

public utility electric transmission and distribution system in that 

portion ot San Bernardino County delineated as the requested service 

area of the applicant on Exhibit No. 1 in this proceeding, said 

exhibit being made a part of th1s order by reterence, and authoriz1ng 

the exercise by app11cant or the rights, priv1leges and franchise 

granted by Ordinance No. 713 or the County ot San Bernardino, within 

the area delineated on said Exhibit No.1, said certificate being 

subject to the following conditions: 

(a) The Desert Electric Cooperative, Inc. 1 shall 
commence operations under the certiticate here­
inabove granted by Docember 31, 1957,. unless 
such time is oxtendec'1 by f'urtherordor.ot' th1.s 
Comm1:ss1on .. 

'. , 
(b) The Desert Electric Cooperative, Inc., shall 

amend its bylaws to provide that no person. ~1rm~ 
corporation nor body politic shall become a 
member thereot without expressly agreeing to 
purchase electric energy there~rom, and to 
£urther provide that the membership tee ~or 
such cooperative Shall be refundea upon with­
drawal from or termination of the membersa1p 
therein. 

(2) On or before June 30, 1956, applicant may enter into a 

loan contract 1n substantially the same torm as Exhibit F to the 

application herein, may execute a mortgage of realty and chattels 

in substantially the same torm 8S Exh1'bi t H to the application 
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herein, and may issue its mortgage note or notes in the aggregato 

principal amount of not exceeding $600,000 in substant1ally the 

s~ torm ~s, Exh1bit F to the application herein, provided that . 
such authorizat1on does not constitute approval or authorization 

to enter into or carry out the terms or any provis1on in any manner 

which may conf11ct with the regulatory jur1sdiction of th1s 

Commiss1on or the dut1es and obligations of a public ut1lity under 

Ca11fornia law. Applicant shall use the proceeds to be rece1ved 

tbrough the 1ssue of said note, or notes, tor the purposes set forth 

in the application. 

(3) The authority hereinabovo granted by ordering paragraph 

(2) shall become effective upon the effective date of this order 

or upon the payment of the fee prescribed by Sect10n 1904 (b) 

ot the Public 'Utilities Code, wh1chever date is later. The amount 

or ~aid fee is $600. 

(4) Applicant may issue membership cert1ficates upon the 

payment of $10 for each such membersh1p certificate. 

(5) App11cant shall f11e w1th th1s Comm1ssion, in quadrup11-

cate, at least thirty days prior to furniShing serVice, a tar1ff 

schedule of rates and rules, ~ accordance w1th requirements of 

General Order No. 96 7 and Shall tile a statement showing the date 

on which electric service is first supplied to its customers. 
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(6) Applicant Shall file with the Commission ~onthly roports 

of the issue of said notes-ae re~u1red by General Order No. 24~A, 

mieh order, 1n so far as applicable, is made.:apart· of this order. 

The effective date or th1~ order shall'be twenty.days' 

attar the date hereof. 
~ Dated at ___ ...;L;;;.o;.,;,;;g_An~g_ol_cs ____ , California, this ~I - day 

of ~_< -. ~/=-
~.:. 7 


