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BRUNDIGE. COMM!SSIOK~q. 

, . 
O?I~J:ON 

In th1s application. Sonthern Cali!orn1s. Edison Comp~ 

oJ.leg~e that 'by res.sO!:l. of a ehortage in t.b.e supply ot hydro-electric 

power its operat~ expenses will,be in~eased ani its net revenue 

greatly re6.tl.ced.. ond e.eks· 'for permies1 on to :9l$.ce· in effect for a. !,er-
• ". , .> ~. 

iocl of. nine montAs te:::pors.:iy, inoreases in ra.tes or S'tll"che:ges.· tbc.t y;1ll 

. ',p,e.rti.ally of:'!eet the reduc,tion in net reven";1e. " .• 
~ . 

.A. public hes.ri:lg was held. in Los Angeles on" JUrJ.e '17. 1924. at 

which. the COIt-PCJ1Y presented. test"~ony and. exhibi tz, in sup:port o£ its 
~ ~. 

a:9p11c s.t ion. . T".c.e hearing we.e then S.dj ourn-ed to' -jury l4. '16 and 17, 
~ . 

when proteetsnts weJ;'e g1 ven :m opportunity to submit evidence in rebutta.1 
" - . . 

and to cross-exsmine the Co::lpo:c.yt s'w1tnesses. -..;. farther hearj:Qg was held .. .... '.-

on Ju1r 23 :for the prese!lta.t:ton of argc.lnents O!'ld t~ ca.se w~·:~·su~mttted.. 
Tho shortage in w~ter power dur~ng the c~er of 1924 is so 

• 'c, 

eerio~s that it cennot be met by ~he m~ operation o~ App11cantJ e 
" . . 

steam ple.nt.e' s.nd of such plants as it has,been possible. '!~ it to"leese 

I from l'riva.t.e· owners and py the purchase of siJ. s'Crplus power availe.ble. 
'" 

It has become necessa.ry t¢ r e~'tlse serVice to new c ansttllerS ~d. to- rea-

triot the use of energy by .,resent.,consumers •. wi.th a consequent reduc-. 
-, ' 

tion in gros~ revenue. 

The CompaIlY estilna:tes a reduction of $5-.632.000 in net 

revenue for ~e yeer'1924, as cO!llPsxe'e,:, with the same year- with an: 

a.verage stt.:9Ply of hydro-e])eetrie ,ower. It is urged th~t~ e.~ s. reer:.lt 

ot this reduction in revenue. it. vdl.l be iI::.!)Oseible for bonds to be 



. 
certified. until late in 1925, 'am 'tMt', if-eons'tru.ot10n wo:-k is to "be 

continued and the demands O'! ''tl:le PU~f1o-tor ~ i:o'cresaed· supply: o~ power 
P 0 

are to be ~et, "rates must be increased' to s. )oint ~ tb.e:-t·will pemi t of the 
"" ,. .." .... 

certificatiQD. andsa.le ot b~DQ.s in~ the ~ Sl'rin,g of 1925., I"t is a.sked thst 
,"'.... . .. . 

cert~1:l: speoific inereaees in ratesoobe-sntilOrized from ,:::,ugC.St 1, 1924. 
, . . , ~ 

, . 
to April 30, 1925, wliich. d:criJ:lg that interval will result' in an increa.se 

'~ , . 
in gross revenue of v3,080~OOO. ° 

.. ' 
~e p:'1noipal Opposition to the Company's a~plies.tio.n oame 

fro:n the municipalities of SO'l:.thern CSJ.ifornia.,. which were re~res'ent-
.. 

• 4 as a group by Mr. 71. J. C~. "·Mr. 'Carr prosented~figure:s to show 
. . . '. 

tha.t, for th.e whole o:Cthe seven-y,oEJ!.' :period 1920 ~to .19-26,. !nelue1ve, 

the Co:npsny could -be expeet,ed to 'earn a "totSo'l revenu'e slightly' in ex­

ces~ of'that neoesse.ryto 'yield the return on'the inyeeto.ent which th1~ . 
COClissionAa.s Aeretofore de.clared to, be reasonable. Mr. cm~:arga.es:· 

tl:lat the Comp8.ny'T s· r!l.t·es shoUld. 'b1,)-ke-pt upon s. level. tbstW111 prOd.uce .... 
a reasons.b1e r.eturn upon t~e' 1::lvestment . over ~-p.ar10'd of yearS', and .. : 

. . ... 
that So decrease :tn net reve-me in O!le year, even" 'thoU8:h it is' as serious 

as dur.ing t~ present :srear. docs not j'tlSti:f:i a.~:t~orQ.y1ne:rea.se in 

rates'. 

:aepresentativee of t:o.e ~aB".ticultura.J: ii:.teres'ts un1 tea;' in urSini 

that ;'~tee. sho'J.ld. !lot be increased. and' called :pe.rtiett1~ a.ttention 'to .~ 

the ec~n~lli1c condi "t1on of the far::le:" dnr1Ilg'tile present ye;a:r.:-

~he' co~pany d.eolaree tbat -a.:llese it is given the relief request:. 
ed, it cannot 1sSC:e any. bonds before- the end- of 1925,' aXld ',tha£ it's-

, - . 
failure to issue bonds may"neoessitate ~erious ourt:li~ent of its' oons.." 

tru.c~1o-n progra:n or increa.se the cost· of OO%l'Strc.ction ftllldS,.·' -This' sitUa­
tion"it SAo\114 be noted.is'not "G,ue' ,to the fe..ct:th.e.t there-is no ms.rICet 

, ' . 

for' .th~ CO~p~1 S bon&8 (r~tl:nding six '~ercerit. bonds se11i%lg: a.t or near 

par and, other issues. on e.' better basis), but is brO'tr.ght~ aoout b:ro'th.e 

proviaton of the oomp:l.!lYr S-l:lortge.ge. Suoh mort,gage' 'iPerm1ts the 'trustee 

to certif:v bonds only wh-en, the-,:net eo.miDge -'of the' comp~'for 8. period. 



of twelve consecutive mon~hs ending ,no~' mor.e ~M.n.sixty d~8 prior to 

the recia.est :w.d,e ,u~~n the trustee' to -c ert1:fy. bonas ~ sllall h~v'e:been . .. " ...~ 

ill each 'Q~se '~~ua.l to 'on~, ,and taree-. C!,'ll.arter times, the ·'to'tal a:cnUSJ. bond . . 

, . 
1nsta:o.ce, ,have never be"en am. will not now be ,c'onsidered by- the c'o6-

'" • 'II ' I. .. 

mission as a. proper -ground fo:-, th.e increase in rates. The ,1ssuSnc'e. 
.·Ot " • • II "" • 

of bond:s iS,but one. eO"a.X'ce of capital fund.s·~ Other sources are .a.vail-
" ..' III • ., 

• .. • + 

. able to Southern Ce.lifomia. Ee.~s0Il: Company a.s .'Well "as·to other utilities. 

vrJlile the COtlP8:lyr s ,~OSi tion' t:a.at i:ts rates must be sUch a.s 

to ~able it, to ,issue bonds'c~ot be scceptei, I an ~ble ,tosgre~ 
entirely ,with tAepoe it-ion tak~n.by ~. Carr on behalf ~f, "the ,cities. 

• . I • , .. t-

A. large community depends upon, tllis.-company',:for tAe Slipl'ly.of .. ~lectr1-
. ., .. 

city essential to' its prospar1ty', and. it is "l:U.ghly.'1mporto.nt tha.t:'tlle, 
, \ ,'. . , 

COMps,XG" c ontillue'.its development VT~rk am ke~p :the supply of .P'()\V8~ '.at 
, .. • c • _ ,. It- .. .. 

le!i.st abrea.st of 1 the. de:la.nd. ,W.a.ile this does not neee,SS1t:a.te .. tile 'con-
I ..', , ...' •• 

tinuoue marketiIlgof 'bonds-it does requ.ire 'the .t:l8.int"ens.nc~ 'o-f a 'sOUnd 
, .', '., 

tlFJ.Y be cs.rriod ou.t o.n~ construction work p-erm1ttcd.' to 'procood, with.o.ut 
.. ~ • I .' Ij . 

d~~x:Ous interruptions. It m-:.:.st 301130 be noted tha.t·the~ ev1de.:lee ':p~e-

eented in suI)port of Mr. Ca:r:c's theo:'y not only inclu.des s~cc.lled"Sl;.rplus ., ... . , 

.. "" . . ~ . 
but that in his Exhibits showing su:r~J:a.s.ee..'""ll1nge. for .past" years cotlS1d-. " . '" . 

eration ho.s not 'been given to the t:-a.nsfer 'of' a:p:proxi:mStel~ ~$191~7 .000 

from earnings to depreciation res-erve~' This t~&ns:fe:: w~s'm3.de a.t ,the 

instance o't the Commiesion to ~e ca.r~ of inade~Ue.te !)rovisions ,"for' 

d.e~re~ iatioll 'du.r ing ~~s.rs cf reduced earn.inRS ~T1or.' ,to ·~920,a11D.: effect·' 
• •• ~ • • J " • #. ~ .' 

~vel.y rcmovce t~6 ml.:l :trQI:l 'the ~e w'h.:1.ch MX'~ ~ Car:x:-'l.n ,h:Le E:x.'bj."o'l.~ 

- . . 
~:b.1B smou.n.t pr~'t1o~ '6:rh'eta' the' "suz:o:l.ue .' . .. 

." ' 

earni!lge'calc,'O.ls:ted.. b;i !!r. :Docker :for ,the s.evep. year period i:ac.lud:i:cg 

1925 and.1926. ,3i8 exhibit :\10., ,7.ii ba.lanced: it,. the' end.: oi"1924 'and 
. ". " 

consid.ering these tra.:ie:fers wouJ.d~ eJ:low ,a "d~~io1 t 0'-£ about, '$:1..697 ,,000. 
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T-!l.e ev1d.ence in this ,and: in othel" :prooeed1Xlgs oomiIlg'''oefor9 

the Commissio!l. d':1ringthe s!,r1.ng S%ld -summer of this ye~ ixici1ce.tes 
~ 

tbe.t the drought' C Ond.1 ti'ons of 1924' are so serious (that 'their' re-

~etition is ;0. be 'expected. onl.y 3.t rire intervals. The:nOw of t".o.e '. ' 

stre~s.in the S1erra'Nev~das ~rom.which·t~ie CO~~ derives. the bulk .. .. . 

of its WD.ter power S:!lllearS to 'be ~ar below s\;ch; :flOVl t a.ttr.1n.~ tJ.'fJ.y' o:! 

the dry Yea:'s the.t have ooc1:.rred since r~lia"ole,rec~~ds hav~ 'been' 
. " .. 

kept. ~l:.eso oonditione hc,:ve, of neceSSity,: res1llted in greatly' 

increased os>erat1:lg ,exPenses~ '~d have req,uired: a. ol1z-tail::!len"t in 

th~ u~e'of ~ower by applicant's oo~ucers. " . 

~he gener::l.lpros!'ori"ty 'of 'the territory"served' 'bY' ,'applicant 

has be'en Illor.a . or less 'seri'ou31y' t.:f'feo,ted: by tAe same 'ootii,:itio;lS' of .' ... 

drought s.no.:tA& O"~rtaiJJ::leil~ of electric' sel'V:Lce ..m.S.d'e~·neees~, bi·,th~ 
. ' 

shortag.e on e:oylica.:lt r S ~st'e:i has i'ilr~ere~ ,the exten~~.:ot tl'ij:s "b't1:l'&en. - , ... , 

On the other h,3.nd. it. ::lUS~ be bo.rno in m:1nd. that the ':growth~ 

of the ~~:d.tory ii' depend.ent i:::pon the c:ontitrJ.ing a.bility '00£ thiS' .. ~ 

agent, of "the public 'to :neet the demsnd.s for power.' This co?dit1on' 

pls..c.es ,applicant in a so:ne-:;cat different ~osit1on~'thsn other linea o~ 
, . 

...... . 

oau.se loss to the. p'.lblic beos.:o.se of in~deqj:.ate "p,ovier ~su:p1'lY' ,in ,~e, ' • 

:f'uture. 
. .~'. " 

" .- ... 
" 

It o.ppears th~t tlwre ic;: .:' .. Q C or.tentiox:. tU:.t the" pr&s'ont'rates . . 

ere to,o' loVi ~or e.ver::l.~e 'conditions but tns.t. tJ:..e1.''o:urde~ o:f'incre.o.sod: 

oper.c.ting 'c7..9enees is too g=ee.t ~to oe bome ~;ntirely' ,by,...the .CompanY." 
~ . , 

in"view of ,the eontin::lecl ~d."·rc.pid. d.ovel~l'men~ of the 't'erritoX7 ,de--:, 

peDdent upon, i~:~w1 th the resu.l tent ,"o'Crde,n 01' :f:i.os.nc'ing elld.· c.evelopillg' 

mich the COIlll'o.ny ~us.t ::~et.:, .A;/l i:o.d1ca.tion ~! the,. dem$d -:fo:!:, .finS:od. ng 
" 

is obtu.inec. from tile esti:n.a.tc's o~ rste b~e or ':inve.st=.ent us,ed. ,by-,Mr. 
• ..' .' • So 

Carr Vlh1o:c. were. in,' r:ou.:ld.D.tUnb ers ~ .... , 

-5-
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138 000 000 
177 000 000 
200 000 000 

:Doto.iled iigt:.rcs ~iopc:r.at·iY.l.g ezoensee ar..d revenue· were int ro-.... . .., . . .. " 

du.co,a.. by the Com!'s,ny, Sopd., .on oehalf· of ~he Cities. As is not unn.:ltural. 

the Coml'~ny' s est1!!lSteo:Z o,pe.rati.!l.S revenues and expe:lses in'thl..s as in 
'" ' ",' 

:pre~l.ous cases, present a pez,sir=.istic rather tilB.n ~$l1 o:pt1mi~tic vie"" ef 

tc.c. 3i tua:tiori·. It iz no~to .00 expected toot tho revel1ues will bo lose 

than. no:.; es:t1:t..""'. ted by t~e _ company nor ·tha·t -the ex:ienses wfll be more. 

on. th.o ot.Q.~~ cane... it wa.,s brought ou;t d!J.ring the hearing thst certa.in 

factors ....... hich hue. not been ~lly cons1der~"d. in the Coo.pa;y' Z .!1guros 

are q~te li'kely to roS'.::.lt ~ a bet·t.er sho,;,:i:J.g· tnan,is reficct-ed. The 

f'ig1ll"CS ~ a,s .prosented· by :.::. ~ect:or. Vii t:;..csc for the ci t i~s, will there-

fore be used., for tile basis of tilis' ieci8"1on. TAe followi':Je. table shoWS 

these figures e.s well a.s the effect ,of drouth cond.1 tions ·on. the Company's 

a:sLZ NO.1 

" Est ~ to .0::, Ope=~tiJlg ~evcm:.o 8:ld ~cl1:::roe. 
Souther.c California Edison Company 

j!;es;= 1924 . 

. ;.verage 
Nater Conditions 

COI:l:P~ . 
Eeti.~te 

·~ctua1 Conditions 
COtl:>a:J.Y ' . <·Cities' 
3stt. ~te Est1::l:lte 

Co.~·.13 Co.ZXh.13. City Exb..4. 

Electric Operating Rovonue 
Opera.ting Expenso 
?roduction 
Trallsw.is s10n 
!>istr1but1on 
Co=ercial 
c;.onaral 
Rontals 
~ncollect1ble 3ill2 
One-third deficit 
S • J'.S: E .?.y • Co. 

. Taxes 

$22 279 000 

2 389 000 
585 000 

'1 920 000 
1 207 000 

728 000 
30 000 
24 000 

2 206 000 
Tot a 1 

~et for Depreci~tion & Return 
Deprcciat ion .A.mluity 

~ 009 000 
13 190 000 
1 869 000 

11 321 000 
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e·.,O y .... 554 000 

-6 888 000 
585 000 

1 920 000 
1 207 000, 

728 000 
ZO.OOO 
24 000 ' 

. ,' --
1 614 000 

12 ':t~6 000 
7.558 000 
1 869 000 

5 689 000 

J 

$21 250 000 
. 

5 588·000 . 
-585 000 

1 730 000 
1 105 000 

723 000 
30 000· . 
24 000 
. 
52 000 

-'1 614- 000. 
12 750 000 

8 494 000.. 
1 869"'000 

6 625' 000 



,. 
!a. Cs....-:r used in his iresent:ltion a :figure 'for rete base 

for the yer;:r 1924 ::tirnieb.ed. him by 'th.e CO!Ilpc.ny, ~d -tAe Cor:m1ssion 

has o~en sU:9p11ed 7li til deta.ils 3'J.~lJort ing this figure." ,A.n exami-ua.ti on 

o~ thesedetaile i~aicetes that ~or an emerge~cy ~roceeding o! the 
, ' 

~resent 'l:.ature the result may ·oe aece't)ted. As a. prov1s10,nal rate' base' 

for the year 1924, for ~he p~l'ose of this decision only, the stt:aJ." of" 

$137 ~ 700,.000 will'be us~,d.. The expected .net revenue .for 'the yee:r 

1924, as developed in Ta.ble No. one, amounting to $6,.625.000., a.:fter 

depreciation; i'5 a. re'tt::rn on thif; ra.te base of 4.8 per cent. 

In 1920, in a. ra~e case before this Cori:ml1ssion, Southern ... 

·California Edison C:om!>~ prop'osee.. the esta~lisl:lment o~ a. c()ntin­

geney r&6erve f'und.. A.s .ood1fied by the Commission such fund was 

established for the ":9u:rpose of . absorbing :fluctu:a.tione in opera.ting' 

expenses occa.sioned by varia.tions ~ the Supply o~ hydro-electric 
. 

power ~d in the price of bel. "For the ~e.st four yesre this con-

tingenoy resorve he-a "0 een in e:d.ste:c.clJ n:c.d on January 1, 1924. it 
. . 

o cc.tained a. bs,lan:ce of $l,5Sl~OOO. The operations ~i the '.present . 
y61J:r will not only entirely wipe out this balance. but the:ea.nd. 71111 

fail to tl6et the contingenc:v by appro:d.mately $3~OOO,OOO. While the 
" 

reserve is clea.:rJ:y inadequa.te to :!leet the burden which the c.aldition~ 
'. . . 

ot the present ye~ imp.ose .upon i~. it should be 1applied to meety s.s 

'!a:r as it may, the u.n"i!SU~ expenses. 

FrOCl the ¢i ti~$ 'estim&te prepared. by Mr. :Decker it :a:ppesrs 
. 

t~at, without the use of the contingancy reserve, the Comp~73 net 

earnings will faJ.l $3~ 703,156 below a. 71s- per cent return upon the 

rate base, s:c.d that, if .. the conti Dgency reseI'Ve is applied, t1:.ey. still 

will be $2,121~965, ~elow a 7-: per. eent retan. . ~ 

'It is to be noted tha,?, in the' a:aal:vsis of the evidence 

presented. Mr. Corr in his brie! pOinted out the possibility th$t 

even a. better condition will exist then estime.ted. by Mr. Decker. so 

that the deficit o! spproximate1:v ~2~lOO.OOO ~y be somewbat reduced. 
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Mr. Cs.rr~ in his brief" a:oparently t~es the tlosit1on that - , . 
, . 

the Cocciss1on" in its 

were .fixed" d'cte:rmined 

Decision ~ro. 12718 in which ;the present rates 

the rate of return for 1924 '.to be 7,z tlercen t. . , ~. .. 
Thi.e conclusion is not entirely' ju~tified b:.v the prev~i'ous decision in 

which the ,c'oxilmisa.1. on pointed 'out tha;t:'· 

" "It would e.wear" in new o~ the.general.tend.'ency· 
toward a.n increase in the pr oti te t'ro,m the business caueed. 
by coneentra~ion o:t the load aDd an increas.e in the~use .. 
of eleetrici ty, 9,,8 well ,a~ reduction in operati:::.g costs. 
tb$t. ra.tes shot:.ld.. now ~e. fixed which, may ree'tll t ,;in m:. ' 
eetimated return" based' on cs~1ta.l and sales saneWhat less 
tJ?e.n w,ould be considered. ree.sons.ble "on the s.verage. On. 
~he other Aan~, this c~any is f~ced, with the necessity 
of rap~denls.rgement of :1. te sys·te:n snd. ot tIWok1.ng ls.rge 
eXge:o.d. itures to meet the 1lIlpreced.ented. growth of· southern 
Ca.lifornia.. In Vie\7 of all the conditions' existing,wf! 
are of the. opinion that a ret~ of e,prox~tely 7.5 per 
.cent on the :192Z basis (federal: income tax being considered. 
as an opere.ting expol:.Se). -is a ri9asona'ble ret'tl...""'n" it being 
ex!,ected ~t as bu.siness increases with the re:p1d· growth 
of the territory served., the net return w1ll inor,ease SOC6-
what. S1' ecisl care on the,' ,art, ot the ;:ai1agement.' of the 
utility sho~ld ~lso res~t in so~e increases in effieien~y. 
s.r.d. reduction in cost ot, o~e!"~tion. 8. "Cart of· th£ reS'l:.lts 
of wh1chSZ least zhot:ld 00- ave.11a'ble to 'the. utility a.s 
.compens~tion tor ~ch iop~oved ef~ic1encies." 

. . 
It wa.s co:::te:::plated. that. under nor:nal oo.:ld.it1ons .. 's-s·,the 

bUSiness beoememore concentrated and the economies were,made'effect-
ive. So some~ha.t higher return might be exp-ec:tea.; '<,.': 

. . "\~"" 

It' is sl'Pflre:lt that und.er the condit.i<?ns ,¥hi~)~.$.~e been·-
. ~ , ... ~ , 

. 
nOnle.l conditions be cO:lsidered reo.son~ble.At .tb.e~' sani~' tinle,'1i-

cannot ?e,' ~ecteC!. t.o ~roceed. with .. f1na.llcing $.Ild constnct1on work 

wi thOllt' some relief fro;n the abnormal conditions :ur.der Vlh1c~.1t8 

"Opex:etions mu.st be ce.rried on. It would.. seem t~r. t~t the;, aompany . 
" 

an~,the r$te-p~yer5 ~har~ the burden ~~sed ~y this unusual cond~-

tion •. If d~iD.g a ,year., which tlle Compa..nyts· representat1"'tes ~ve' . 

deecri'oed sf:. ~om1ng bt:.t once in !iit.y y.f3~rs9 .tilis Comps.:lY is enabled. . " . . . . 

to earn a r,etilr:c. ,upon i t.s:,.res.sons.~l~ 'inv~st::n.ent of 6-3/4 ~:p-ercent, 

its eo.rn~s ~apac1t: under norrimJ. co:c.d.itions' shouJ.'d 'be well este..blished:t 

.' I 
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o.no. no di:fficw. ty should be. ~ erier:.ced in :fin-.:l.."ici~ the developmen,t£ 

v.':r..ic~ ~e necese:::.ry if ~ s.d.eq'.:1l.te sUPP'ly of !,o,;"!A.r is, to be r,eat1zed 

in the y¢~rs to come. ~o ~rod~co ~ ~oturn ot e-Z/4 porcent will req~ire 

an increaze in revcn~e of appro~~tely $1~100.~OO, and the order will 

e 0 ~rovid.o. 

In c on::ici.ering 'lihe, .sou.~ces from \vl?-ich inc!"eesed :-evenuc .. . 

:::hou.ld be derived the· Corm::iseion is' of til'a ,op',in.ton tha.t· se!"ious con­

sidero.tion s!lou'ld. "oe gi:ven to econooic· ... eo:cd.~tionsat this .tb1e .~foc:..t-.. - ~ 

" 
ine agricul tu:re. ' .' 

:ror sev,era.l 's,essons farmers in Ca..~1forni~ ani elsewhere, hsve 
. 

encountered m'any difficulties. Price level S ha.ve been low. The .. 
fs.r:c.er ha,s sol?- ~ie produ.cts .a.t lOi"l -prices cOI:lparec. with ... the prices he 

, ' ' 

has p~d for the ~:s.rticl€H3/ he has 'been' compelled. to' buy.' PEl?! far.ners· 
-

operated. at So·profit laet year, and. this year their d.1:::!iculti.es seem-
, ' . ~ 

to have ir.creased. ~i:c.g the ~e.r1y !,'el't of :the, yee:r :tile market:' for 
~. ., .. . . ' .. 

. . . ..... 
Califor.aia prod~cts outel1e the state W~ seriously in~erferred with. 

.' . 
The: extremely d..7 wee:t~er n07l prevo.il:1ng has further mpoe~d unUsue.lly . ' . 
heavy ~d .. ~cli tionaJ. 'bu.rdens. 

As pOinted. o~t 'by hlr. De\!-ell in h1z n:r:gwnent~ the fe.:rmer1:l 
, ' , 

povr-er bill. slrec.dy inc,ree.sed· oy the necessi~y o'! 'Qllusus.l pumping' 
~, .. 

to supplement d.eficient rainfall also has 'been further increa.sed by 

receding underg:'o-.::o.d wa.ter, 'levels neeess~~atirJg the use o:r ,~cr e .. power 

to lift 'the' s~e '!l.mOu.nt of water. 

Whil~ it is 'c10ar that the c.o.i11ty o:f a.n 1ndivio.ua.l consumer.··; . ' 

ora cla.ee' ot CO%lsumer2 to pay C9:1llot be regarded. as in a.:c.y~e.y·control-' 
. . . ..' 

litJS ,:the fixation of fair ra.tes. 'yet the~e seem to'be ~resent, in .th~s 

'O-artic~s.r co.se~ certain. ·:fscts and c:trcwn:stan.ces which are b.elieved ... 
, • A ",oil. ~ 

to justify the exclUSion of the c.gricu1tural powe~ schedules f?:'0rn. 
. . ~ ..... 

, .... 
the' increase of rates which must be gr~nted. 
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Electric sc~oduloe ~~e more or less canplex ~na are eo be­

c~use they are inte=dod to spread tc~ 'burden as equit~bly as possible. 

tDoki.c.g into consideration the widely divergent conditions under Whioh 
" -powor ~~ used, ~d t~e varying costs of delivering ~ch power at th~ 

1'1$00$ at which it ,is wsnt~d.. ~ho l'elo.tion which "3. schedule <!Iftect-
, 

ing ono cl~s$ of con~ers should be~ to all otAer sch6~ules is a 

:no;ttor 0'£ sound. and. discorning jlldgment end is not susceptible o'! 

determination with math~~tical exsctness. ~~~S it e~ot be assumed 

that the relation 'esta.blishedl~st ye'o,r between. "tho Dgricultural'l'ower 

sched.ules of t:ais 1.:.tility end sll other electrical schedules on this 

system then was 'and now remains mathematically exact and not a~b~ect 

to;va.r~a.tions in any particular. 
" 

lfVe o.re, tl:.~re:eore', o't the opinion·, in view '0'"£ the rea.sons 

acovo'eet fo:rth, that the eXe:npt1on of agricUltural 'G6heo.ulee fl'OlIl' 

FJ, pcr'cento.ge incroase in ro.toz· in th.e present' ~6irc:um'3·te.neC$ vii'll ' 

not' r'esult' in ur.just or lllidue dis'crim~na.t1'o!l agai;lct rir:.y other cl!l;ss' 

orolasses of' c onzu.:ners~ i:f:i~ Dlluell. in J:l1e argument. pointe.): out 

me.lly res.s.rhs why' in cq,ui ty h.e "oelievedt:b.e fa.rmer, should' bear no 

part of' t".o.'e increase. T1ut '~he COl:.PI3nY 'believed the farmers were" 

e2:.t1 tl ed. to SOme special cO!l.sideration was evid.enced by the f'o.ct that , .... 
. ....-..- .~. 

in the rat"es asked fo:- by the COt'lr:&'ny it was ~5gested that the :farmer ' .. 
be 'increaeed' o~y s.bo'C.t half e.s much as sc:me otber classeS' o~ cO:XZUlners • 

. " 

c.Sric'.llatural schodw.as from those to whici; the' ,emergenc:~.1ncres;se is 

to'~ b:e'sppiied will. therefore, not :res1:lt in ,th.' a.ddition of M.y 
.... .. . 

material burden to otiler cll3.sse's of cons'U:ers.· In view o~ the' con":', 

di'tione in'the agx.1c:ultural ind.us'tl7 al.rea.dy discu.,esed, 1,t aJ?pesre 

entirely:' reo.so:lable that, during the prese:lt ~rgenc:y, the agr1c'Ul-
. 

tural con~ers sh~ be exeo,ted ~rom any ~ncrease in rates. 
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ORDz.q 

Sou thorn C~1:forn1C1. Ed,1eon Comp 0J:lY. he-vine; Cl.pplied: .. t~ the . ~ .... . , 

.. . .... ..: . 

Railroad CO!:l.Illies1on ~or l3.utc.ority.to :rile and make. e:rfectivc . .new sche-
• '. • -.. 0- •• • • 

dulae providiIlg ~fo::: e.l:l. e::o.ergency incrEt!J.Be o:r_olectric rates. public 

he~ings haVing"been held. and ,'th.e matter bei.t1g s:tt'bmitted. tho. Ra1lroad 
.. . . 

CO:l.!:lission 'finds $.S a :!:act that 'under' the a"bno:rm.el.··· co'ni1 tions e:ld:sting 

during the ye"ar 1924.' the present rates' s.nd ehs.r~es of Southern Celi-
'. . 

tornia. Edison Company for elect::,ic service ere unjust and tu:r ee.eOn~ble. 
~ 

B~sins itsorder upo~ the foregoing !indiDgs' of·tact and upon the ·!ind-.. '" " 

ings of, fact set forth in the opinion ~reooding this order, 

IT IS EERE3Y ORDERED ths.t 
.. ",' : 

" (1) Effective on bills for flat rate servioe'delivered dur­

ing the mont)s o~ August, 1924, to Ma.rch.1925, inclueive, am on bills 
, . 

for m.etered 'service based on regular monthly meter'resdings taken.:· on 
. 

or, a:f~er Septecber let, 1924, o.nd before' or on April"SO; 1925. unless 
, . 

otherwise ord.erea., Sou.thern Ca11:for!l.iO: Edison Compa%ly '0 e end. it ia 
" '. 

autc.orizod to add a suroharge of 10 percent to, its rstes as now filed 

with this Co:mnissio~, provided., howev~r. tha.~· no s'l:.ch suroharge, sb8ll : 

be added to bills for service rendered under sCAed~es 2-4 ~nd ?-ll. 'sa 

ee.1d schedules are rio.;; ~11ed" ~1 t~. this Cominissl on. . . '". '. .. . . . 

(2) On 'or before .t..ugnst l5.i924~outhern Ca.liforriia. Belie.on 
"'. 

C'omp8J:ly shall file with this Coccis'sion revised copies o'! the re.te 

sohedulee,affected bJ this or~er. 

(3) SoutAe=n California Ed.isonCompmy sliai1 file with th.is 

Cc.mm1ssion monthly etateme~ts of its o~rat~ reven~oe and eXpenses in 

form s~tiefe.ctory to ta~ Comcission. 

(4) Sou.thern Co.li'!or!lie. Ed..ison C'o::o.pa.n.,v shell acoount to :!e 

c'ontingency re'serve for th~ prooeeds o! the 1n-creaees u'rates herein 

authorized. .. 

(5) The Re.ilroa.C. COr:mlission hereb~ reserve-s the right to 

make 6uch other o.nd further ord.ers in this proceedi:lg ~a sh~l a.ppear to" 

it to be just and re~sonable under the oo~itions that develop in th~ 

future. .1.91 
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(6). ~he effecti va dat e of thiz ord.er shall ·0'0' A'1;g1;.Ct . 
.. - " . 

15, 1924. 

Th~ forcgo~g opin~o~ aDd oraer $1'0 he1'~by'~ppro~ed'and 

'ordored ~ilod as the opinion and o=dor o~ the Railroad Coo:iz~on 

o~ the State' of Califomis... 
. . ... , 

"'. 
'41'" :.; ~ 

j)a. ad at Sa::::. Pre. no i seo , ::.'!4J .. 19~. 

'. 

Cs.li fornis., this ! ~ d.e.y of 



:::s~s 

Application No. 10143. 

road Co~iesicn in-Decision No. 13S60. signed by t~ee members o~ 

the Co:::::nise:iOtl, ~d. d.Ooted. .. i:cgust 1, 192~.. 1,7e regret tMt the Com-

mission as ~ tihole did not hcve the opportunity o~ cons1der~5 

tosether the proposed. decision before it Wc.3 renderod. beco:oo.eo it in­

volves ~ort~t'princ1ples of rate reguletion not ~eretofore pa~ea 

u~on by tho Co'm::ni:::s1on a.z' ::l.t l'r'oson t oonct1tutod. o.:c.d "000::1:0,00 thG 

oPiniol! end' Ord.er ::.s reno.ero·a. f~ils to tc.ke into :J.ccount certo.1n 

mater1:l f~ctors w~1ch eight h~ve influoncei the decision. 

The I:l.~j or! ty d.ecision o.p:pe::.rs to dfirc. certsi::l principles 

L""l "':f.:lich -:Ie C ::m:lot concill'. 

First. in its provision for c net return in 1924 of ~ per 

ce~t on the r~te osse ~s esti~ted by the Cocpsny. its statement of 

tieor.7 :::':ppoc.rs to i.c:ply t~e principle th~t this 'tltili ty sho'Cld not be 

permitted to earn;less t~ &! per ce::lt on its rate b~e, even in one 

out of fifty yecrs rego.rclless of tl:& i!lcrecs'ad. ec.rnings in the 0 t:l::.er 

49 yo~s. T~e =~JO=itj Opinion in this connection says, "If during 
.. 

::!. yocr, w~ch the CO:l:p:my's :l~epreseIltc.tivGs hc.vG clescri'oad as coming 

but once in iiftY-jesrs, this Co~sny i3 en~oled to earn s return 

UP0::l its ~eason~ble investment o! &,fper cent its earning csp~cit~ 

tmcler normcl conclit!.ons should be well esto.blis:::'ed. •. 'lld. no dif:f'1cu::.tyo 

SAould be experienced in financing the d.evalop~ents ~h1ch ere neces-

so.r:i 1! c.n :::.dec{uc.to s -::zp:ply o:t pov.rer is, to be reaLized in tho :7ec.rs to 

cO:lo.To prod.uce' 0. ret'O.l"Il of' 6~ per cent '.rrill require c.n increase 

in revenue of a:pproxim:::.tely ~l.lOO,OOO. ~d. the Oreter will so pro­

vide." 

1. 



It is our opinion thc.t the net return in :In ::l.bnorm:U. ye$Z 

~uoh c.s this year ot1924 shoul~ bo taken into 'oon2i~orat10n only 

in its relation to. the return over s. period. o,:f ye::::s includ.ed. in 

which v/ill bo :fO'Wld. past ye~e in 'which there 'lIe.8 an. exco:::s o;f earn-
" . 

ings, o.nd: :.1s,o s..'1 estiI:l::l.te of years to- come. in: which as esti:ost&d ,. . 

by the COtll'm:IY for 'this' year of 192~ und.ero.vorcge vnite;- .ii~;:tans 

there Will' wit~ re-esono.ble 'probability ,be m:J. excess ot e3Xl'l1nge -

'c.bove the c.t~nda.rd. set in :Decision 1:0 .. 12718 in October.1923'.,..-lhen 

~ net ret'l.lril ot 7,z per eent on ,the rete. 'OoZe -:fSS arrived. ~t by th:e· 

... " COm:::lission e.s :L .reo.sonc.ble return for;. this -u.tility.· ' , ..... ' .. , 

, 'Q:ppoeecl to the' principle invo: ved. in t7c.e 'It?-jO'ri ty doc,ision 

in th1s'~s.tter. ,is tho well recognized principle !requentlY'approved 

by t~is Commission ~ot O~j in its O~nl coniorences on·rc.to proeedure. 

but e~ressed.in :L ::lumber of d.ecisions rendered by tl:is CO=iss1o~ 

that rates sl:o"tlld. be ~xed. not witi:. retere:!lce to the specic.l eond1-' 

tio:lS found in ono ~J~rticu1c.r yee:r ~ o-ut .... 1. ~ refe::."'ence to the': :l.ver.­

ege conditions over ~ perioa o~ ye~rs. 

, Second., the .majorfty decisiolZ :.ppoe.rs ,to support oppoS1IIg . 

pr:i.nci·p,les VlitA r~:ferenee to the question 0 f 'basing incree.sed. rates ' 

on speciel: conc.i tions in~ol ved. in the CO::lper..y's fincneing. O~ tils 

one llrind it correctlY d.an.:i.es t:c.e principle ·of·'o:lZing i:l.ere~sa.d rates 

u:oon the:CO::o!mY's finsncis.l neecis :lS indicated. in the mortgage pro-," ,.. ... ...... . 

visione stt~cil.ed. ·to its bonc'i.s whereby t::.e "trustee is permitted _~. 

cert1:fy to bonds, only when the net e:.rnings c.re oqua:. to one' am:· .. ' 
t:b.z:eo-qusrte::."'s 'ti::es' ~:b.e total :"J")",:-u3J. 'bono. in terast ehe-rge; '~d t:-ien· 

th'o d.ecision proceoe.s to ~$.nt 3....'1 ":::ncre~se. of r~tes upon the ne~d o.:! 

. 
den:!.et!. ::'he CO·.n];' sn:r' z bon(".c arGo i"szu~a. 13.:pprox:!.mo.t el.:.v '!;:;pon a. 13:1:Je. por 

? .... 



. . 
cent basis. v.'~ore~ i tz c.eoc::.tm-oz .~nd. :t:>ro!er.r(,,~ ;.:~ock .J.l"e ies".:.od 

E:owovor. i!l' o~ o-oinion there cre' ... . , 

0":1:or .1Jrinci'Oles involved. i~ ~i-c.-:;e -oroccedinQ' "'C.1te as 1::l-oortsnt •• ... • • ... 4"J ~ .. 

~s ti:.c Cor:rpany find.s itself s.ble :to- 'O~ 8 'oer cent d.iv1aend.s on its 
• AI " ... 

nioro t:c.o::. $41,000,000 of common stock, we clo not oolie7.o t~tit _c~ 
" :.rJ.,- ~.I , 

~tionof its reven~es. 

This Co~ission W~ occup1ca tor c ~eriod of ne~ly.n1ne 
.~ ".. . , 

. 
No. 1759, to the d.:l.tc of its Doc!.zion 1To. 12718 in Oct?~or~ 1923, 

i!l the cond.uct of oxhc.u.stive hearings !Uld. in the ~n~1 ysis ~ C01:-

:>11o.t1on of do-to. from't::::'o eviclonce in thc.t proceeding for the estc.b-

lis:b.!nent of zt:;:.nd.:::d rc.tes to be applied. ·07 this Co~~. 

proceod.ing tile Corz:lissio:l hc.d. before it is.t:l m:ld.o ev~lc.~le ~"'ter .. 

e%ten~od investigations by t::::'e Co~~~'e engineer~ and off1coxs, e7-
the COmmi.:s,io:l'Z engineors.c.ril "oj e:i~eers ~d representativeS"of 

the consu:ers.That record ap,lied. to.CO:::J.dit~ons oovering~ p~t 
. 

yes=z. ~d to 0- stiIneted cond.itions for yeo.rs to co:na. T!le COmmiSSion 

was repc:ltedJ.:y re~:c.d.ed. in thc.t proceeding of th 0 inen ta.ble ~-Y~ 

On all of tJ:.at 'record. rstes· ':lere fixed by 
'" .... ~ 

the COI:l!llizst on upon en 2.nticip:lted. net return of 7-:;' per cent ~pOll the 

r:::.te base. 7Tc o.:-e ::lO'l1 remind.ed by -:;11.0 Co!:lp~Y in. this p=o?-eecliJ?-S 

th~t.tilose rates esto.blisAod in October, 1923, on ~ 7~ per oent.net 

rotun:. bo.zis w'ould l'l=.ve produced. in 1..924 't:n~er Coverago 'N::~:~er cond.1-

tiona c. net return o!·8.2 pOl' cant on tho~ste base. ~~i~ stete~ent 

only soes to snow th=.t t!le ro.tes ~~re est:lblished on 0. generous bcsis. 

~d oonfirms tho prObo.b111ty of ~ r~g~ ro.te of return on exi~t1ng . .... .' . .. 
ra~es ~e soon ~ avorc.ge ~stor conditions return next ye:r or the 

3., 



, , . 
of OXisting rates "'Cony 's:Cort~e o:f revenues eXperienced this yesr on 

~c~t of water s~ortsge, ~ill be readily·~bsorbed in.tAeComp~'s 
, ' 

oxcessl'l"ofi ts' in -.:tAe .year or yee:rs t:b.s.t ;rill follow., If' we ore to 

"oe urged nO\7 .. :· ... 1. thin ~ f~wmont:he of the COcmissio:i:l's mo.ture Docision 

No., 12718 of October 1923- to sda. t.. ~1.U'c:hU'ge of 10 per c~t to e~ 

isting :t'~tos to tide tho- Co!:rp:::c.y over its tempor:l:t'y cl1:ni.nutioll of 

-re":'onues', '1le might juet ~ re:::.sonc.bly reqUire the Co:C:PtlllY to stipu-

lato that'th<l existing .rc.tes 71il1 "b'o proportionsteiy reduced',wllen it 

is ~o~d t~o.t t~e 1925 and. 1926'revenues yield 0. net return in excess 

of '7i' per cell t on the rate 'baze. 

T~ira.. c. !urtherprinci~le 1~7017ed. in this ,roceeding. which 

'~/O 'beliove sllo".l1d co given greater considerst ion than is effected 1:;y 

the ~o.jority·decision is the injustice of req~ing the" consu:ers to 

sh~e 't~e so-c.n.1led. losses ot the CO:::lpri,ny :It a. time when they thez-

salvos sre sufferine siI:1l::r ~d. serious losses t:rOtl the vcr:; s~e 

co.uzes. n=moly. ~rom tho shortage of po~or. ~~d the curta11ment ot 

its use, oVlins to this Co=p:.ny' s in~bi11ty through Vlate:- short~e 

to supply tAeir noeds. iVa c.re tlot a.t t:b.is title. as :;or.nerly, CO!l­

~oD.ted by tl~ con-Qi t:i.ons oxt·~nairJ.e over c. poriO"a. ot m8J:lY ye3rs, 

v!ith its oxQ.!l1:.St ing effect UP0!l the resou:ces ot eO!1)orste public 

::.genc10s. ':To c.re !::.cing =- tempors.ry situe.'tion ,·estimated. in tJle 

mOo j 0::::1 ty ·-O!'inion of ~e Co~zsion on ~ e ~ht months bc.s1s. ThiS 

1's no t en tl,p~oJ?ris.te ti:r.e ior t:'e iI:!position'by the Commission 'ttpon 

cities, industries ~d ot~er p~blic~ti:1ties dopendent upon this 

c.!'!'licsnt'·oCompany :for tJloir electric ~oVlor of ~ e:::ergency increaSe 
. 

of r::.tos in f~vor of one utility which is indeed one of the best 

fintl!lced ~ a.'b1est, utili ties i!1 the State. ' It m~ be ":1011 to 'boar 

in mind.' t::'c.t the so-called 10ssos of this Co!tp~ DrO merely :J, .. tem-

,])ora.ry. rOcLuot ion o£ its ousto:n~y ,ro,£i ts. 



:::.nd ltl:::.ni~estly i::::mature in i ts :pre'p~c;i'i'O~. :7::11e the m:l.Sorit:r 

. Opinion. o.ccel'ts ~nC. usos"l:=sely: ·t::'e . iig"~es ·submitted. by l~. Decker, 
" . 

representing t!lO Cities proteet'ing in: this" c~se, :a-. ¥l. J. Csrr. 

counsel :tor the Citi~s. :?oints out t:6.einsctequ~cy .zad. h~tilless of 

~bo chock osdo by ~. Doc~er ~uo to the co~aitio~s i~vo1ved..· On the 

other' nond the engineors ot t~e Co~~ission. 'whos~ f:l.oi11tios and 

records nre more ~irect, did not ~~e ~ report in the record of the 
" case, !IS' '.ve· bol:i.-9ve the:;r s~ul.d h:ove dono. O~J:ervliee the ~l"oceed.ing 

is i:mn~ture and. the record: illoo::;:.?lete. U:ld.er such condi t10ns we be-

lieve that ~ ~e~~ture from: the st~d.~~ r~tes set in Decision No. ... ... . 
12718 in October 1923. estsblishe& ~tcr e co:plete investig~tion. 

should ~ot'OQ cl1owed. 

Fifth. The ~cjority deciSion aoes not adequatel1 t~e 

into ~ccount t~e ~v&il:l.b1e resources of the Co~any. The decision 

uses' .':i:l:-. Docker's osti::::.te ot n~t ::-evellue for 1924 ::::::lo'tmti:lg to 

;!?5,.62S.000 ;;od. o:.ses its conclUSions upon tl:.~t figtU'e in conjunction 

","1th the 'CO:llpOOY'z ostiI:le.teo. r:lte o~se of $137.700.000. It goes c.t 

2000' loigth iilto s c.iscussion o~ ::.::r. -:1. ;, C::xr's ~!.gu:res on exc&s:s" 

. which" it tl:JJ:es cortm.n d.ed:uctions on c.ccount of tr~sfor from ecrn1ngs 

to dcpreciat1onresorve previously offected; but the aecision ~oes not 
- -

t~e into accom:.t -:he :!lore !.mportmlt mc.tte= of the COmpenyY~ :l.CQtml-

ulated. sur:plus~ reve$.loo. in its O":lll :mnueJ. report to t:o.e Co:c::liss ion. 

which is ~art of the record" in this c~se. 

It is quite true, !!.S pOinted out oy:.-::-. Corr. th:;.t for 6)me 

yee.rs the Co=!,any :he.s 'beon ecr!li:n.g much in excess of .wl:2.t t:o.e Cort-

miSSion. in esto.ol::shin$ rates !rom t i::ne to t i::::.e. ·ostj.nu:.tod. to be 



'. 

pense:::, '~"Ild. it slso su'ggests' tllut ,tho CO:::l:lission might iVell consider 
. 

som~ :lec.ns of 'eq,~t~bl:r cd,,1ust;i.!lz -:hc .co~OJ:l,Y's 'rates so .ss to :::lore . 
• _I>i-... ....~ 

'");":'9.,'!.:'t'to.b.lj c.istribu.t~ 'its, !let retu...~ over s. period. of yooxs .~d. that 

consttQlors, rosy 'not be' c41ed.' 'llpO!l to PC:S C'X~esSi ve rates. '3ut the~ eX'-

cess osrnings d.o not in.d.ic:lto s.l1 of t'he Co:gQ.."ly' s eame. ~:a.ere is 

th.ere is oJ.so s gai:! ':ii thin t:b.e r=.te 
.... 

of rot~~ ~bove t~e sctuSl cost 
• ,~ II' 

. ,'. ""4' 

of mo:c.ay,.~·!t is in ·tile .co::bin::.tion oi ~llese ~~ct'O=s ~ pos~:L"ol:9' .' 

":7!:t:::' the "contingency I'Qservo co:c.st!.tc:t!ie ~. co,mbinec. .. ;rese:,ve.upon '7lhich 

t::c.o Co~t:nY can dr:lVl to ::neat the :=.occ3sit1os ::.risirlg from·the ~e=-

Tho :reco:-d.s of tee Con:o ~""·M. t:::.. t'he Co=.mission ~ov;.. ~at . -.. .. , 

on JmluSorj 1,. 1924, the accroulc:ted. su::plus :=.oun.ted. to:,$3~,39Z,OOS. 

, reserve' referred. to 'i!l the :lc.jori ty O?i=.ioz:. ~ not havi:lg ".Jean ,t.::.Zen 

on its· co::i:::.on ztoc~, its :-og-J.l::::- c.i vi<londs on, prefe:-rod stock ~., 

interest on .ell o1ltstcncllng 'bono.s. ~ in. ~dCU t10n ~o this SUI':9J.us 

hc.cl on h:::::lc" $:'.522,505. i!1 i~s. cO!l~i.r..£,e:o.cy reser:ve, ,.cl"e::.-tecF for-' t~o ~ 

!,urpose of.l'rotecti.ne t:a.o Co~=ny ::lgc.::nst ~-';1c.ter shortage or in-,-



losz ofexpocte~ revonue. ~~e csti~~~od ~ctucl revenue ~~er ox-

isting conditions c.cceptod in t:c.e :!!~j'orit7 'OpiniOn,::.nd. Ord.or ;CI:loun::-

ed. to $6.625.000. j~d.i!lg t:c.ose. '~o~ts togetcer the CoW)c.ny would. 
. ..,., . . .. . 

h~ve $.vailo.blt) c1:uril:.e 1924 ~ toto.l of $11,540,613. T~is is e<1'O.1ve,-
..... ~ 

lent to 8.38 ,er cent o~ ~ r~~o anne 0= ~137.700.000. end. is ~ctuslly 
.. 

more th6J. til e Co.::::p s::.:;; clo.inis :i. t ·,',ould. ~ve ee.rr:.ed in 1924 on: ezisti:::.g 

i ts·sc-ccllec. lossez tcoueh t':~tel" :::hortsge. 

It'is true t~ut this does not represent.s r~te of net re-
-" . turn cxclu.s:tvo1y drawn fro:!! the 09cxnings ot 1924, cut it cloes·re'Ore-

- "r .-

,. ' 

sent o.vo.:i.ls.ol I) resources, wi:.:i.ch :-:~e :11, :.ccrt.ed. i'rOi:l I:.et reve:iu.es 
." 

. 
e~ereency increo.se of rctes i~ consid.ered. 

... 

Lot us cx~ine tcis·situo.tion further ~s to its re~ 
, )II. '. -

fincnciel"signific=nce. 

T~e outstand~e s~curities of th!z Co~cny and t~e i~torest 

or d,iVid.end.S'ln;.VS.?le on the seme' ~e~!,ectively sre as 1:0110W's': 

B.' $64.095.000 o~. ~% bonds; Illto:::-es't, 

I', 0 25 000 .D ~'1-f(r. ~ It' ... C. -?_, 2. .0 ... · ~" .. OO::lc.S: n eros lIP , 

:0.' ;f,;3'6~SS$, 700' of 5% bOlla.S; I=:~orost:. 

To tel. !::1 tare zt 

Stock~ 

l.,. '~. ..... 4.000.,000 ~iZ:i.n~l I>roierred. I"'t+." S~ i:J .. oe.t: •... ,~ 

2. $ll..S28.100 SG:"ies 1. Preferred S~oek. 7% 
3. $ 9,891,000 Zcriez " :E'referrcr:l ~"'o~ 5% ""' ... It ,. 

4. ~ .. '>4" 37'> .,1.. ~ '.,1.'. ... COI:l::lC:l " Sto ok pc.;r:t.ng 8% 
Totc.l. Divici.e:le.s 

274,008. 
• .All ~. , 

3.8~5.,5S0. , .. , . ",,;~ 
562.375 •. 

:-

1,525,935. 

$6~50S.898. 

~ 320.000.' 
" 

792.967 •. 

59S,~60. 

'3. ,299 • 31.0. 

Total 1.::lo-::nt of :Sond-.:t~tc!"est =::no. Stock ::>1 vidends - $U., 51.~. 635. 



~he~e ~ill bo av~l~~le to the Compcny in 1924 froe ~oo~­

ulatecl SurplUS: 'contingency reserve end. nc;t't retu...~' frO:;:l. ex1s~1llg :ra:~os 
. . 

.... .... t . ., . ~ .... 11"::::,. 0 ~., 3 I;.c.e liO 0... z.~ 0... 'ii' t .... ,~ , 0.... ~ I::' otn.cr 71ords, even u::J.c.e~ the ,'Ull!u'Vor-

:lola wctor cond.i tio!lS of this ye~ the Comp:;;,ny will hs.v~. ono-.:.gh :lone~, 
~ , 

to pr:.y alI Ol)er::..ting exr>onses;' d.opreciation ~u1ty. in tores": on bonds •. 

::md iu'll div1d'o:c.az on stock. ilic:i.::iding 8 per ~ent on its co=non stoel:. 

c.nd. S";1ll ho.'Vo ~. surpluz 'of $2.5:978 •. If it s1:.ouJ.d de-"elop tha.t ur •. 

Doc~or'e ostim~to·ot net revenue for 1924 is below the Q.ctunl results. 

,', 

fi~e's before, tlZ. the CO:ll'c.n7 zho'Old tempor:.:rily reduce itsdiv1d.end 

on common stook to 7 ~er cant it would. hsve ~ surplus of·$4Z8.391. 

!~ it should roduoe its common st'ock d.i vidend to 5 per cent,i t ';7o'OJ.d.:, 

'h!lVO Cot the ana. of ,1924 ~ s'tlrplus ot $850;804. ':10 submit tb.:.t this 

is 7lb.c.t the C0!Il1'!:.Dy sho:uJ,d. d.o end tils.t no inoreaso of :-ates :=Ji:.ol:ld. be ' 

~hi3 CoInpQ!!Y h~ :fo:- :::len;" yec::s e:::!.joyod. not only pro~itc.'bl0 
, . 

returns of the ,r.c:t,e o~~.etto:'l:l 'esti:l:lted. 

b:7 t~:o COmt:lise~on from time to time !lS resson:ble. T=.o:-e is over:; 

reaSon to 'bel'ievo on the 'o~is of oxistine rates. c.:Jd on a re-. '" . " 

t-orn of ::!overage vro.tor conditions next y'e~ or tAO :70SZ 'a.!t,er" the 
~ 

coi:lP:m:y can s~oadilY raco,",e:- its iirltlncial. posi tion ~d be stro:nger . ,. 

eli tions of ::::. !>,eriod. 0 f yes.rs .. .0"'0 should. t::::.ke t'Ully into ~CCO'O.Ilt the 

roturn secured. by' the ut :i.~1 ty not in !l z :l.:l.gle yoax 'but 1.n a lleriod o:f 

yosrs. ,~~e eXis";ing r~tes were o3tablis~ed oniy.in Octooer, 1?23. 

!t is. in our opinion, quite unroCoson::::.blefor the,. Commission to b.e . .... . 

~ked ,~ few mont~ l~ter on ccco~t of ~ temporary weter s~ortsge~d .,.. ,.. . . 

the consoquont o.d.d.ed cost of operation to i;n:pose neT. burde,ns on 'con­

sumersv;l:lo ::l.X'e thomsel ve.s suf'i'ering fro::l the SCl29' c:;::.-a.ses 1,?-" th..e 

s. 



position of this Co~c.ny ~d in vio~ of the adequaey of its revenuos, 

togetJ:er vIi th i ts ~cc'U:ltG.sted. s'tll"plus ~<l i ~s eontingenc~ reserve to 

tako co.re of its current requ.irements. 
· 

Da.tocl c.t Sml P:'c:c.e1seo. C~ifornia.. this 5th dc.y o:t .. It'O,S''llZt~· 

1924. 

om::n::.ssl. oner s • 
, , 

9. 


