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Ys. Case No. 3078.
Lassen Elec‘.:ric Corpeny,
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. .

Pexd J. Hopper, et al.,
Co;nplaimts,
TSe Case No. 3185.
Lassen Tlectric Company,
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Edson Abel and L. S. Wing, for complainants
in Case No. 31&5.

Orxick, Palmer & Dahlquist, by Hillyexr Brown

20l Je A. Pardee, for defendant in both
cases. '

STEVENOT, COMMISSIONER:
| . 0PINION

Iz this proceeding Ceses No. 3073 ané No. 3185 were
consolidated for the purpose of hearfng, both bdoing complaints
filed by Paul J. Eopper and more then 'twenty-rive other con«meré..
COmplaimts allege that the rules, . regu.‘z.a.tions, practices and
Tates of the Lassen Electric Compazy Lo electric service are
uzjust, unreasonadle and discriminstory and pray that the Commission _
Investigate such rules, regulations, practices and sotes emd further
that the Commission investigete and de'temine the falx velue of the

property of the defendent end thereupon estedblish just, reasoneble
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end por=discriminatory rules, regulations, practices exnd rates.

Hearings In the consolidated cases were held before Com-
Zissioner Stevenot im Susexville on Juse ¢ and 10, 1932, when
evidence was introduced and the matter submitted for decisicn om
driefs.’

In 1900 the Lassen Water, Light and Power Company was
Tormed for the purpose of supplying water and electricity to the
City of Susenville. Ixn 1811 the Lassen Electric Compamy was
incorporated, at waich time the water and electric properties
were separated. The Red River Lumber Company purchased the Lassen
Electric Compeny Ln 1920 and coﬁtinued. the operations of the
utility under the seme neme. Shortly after acq;uisitio; oL tho
properties,‘ the Red R:Wer Lumber Compexny abandoned the existing
generating eqtipment ‘of the Leassen Electric Company and suppiiad
electrica:p: energy rrcm' its owr sources of supply at Testwool. A
35 Iilovolt trensmission Lline from Westwood 1o Susanville was
constructed for this purpose. I 1930 the Republic Electric Compeny
purchased the capitel stock of the Lassen Electric Company and sfnce
thet dete the operations of the wtility have been under the super-
vision of Republic Management Company, & subsidiary of f{epnblic
Zlectric Compeny, with offices Lr San Francises.

The utility holds franmchises "perm:!..tting 1t to distridute
and soll ele-c'cri.;': energy ix Lassen and Plumas Counties. Within the
aree served are “che towns of Susenville, ..Tohnstomille, Standish,
Litchrield, Wendel end edjacent texritory in Lassen County, &nd
Chester ix Plumas County with & total of some i,m coRSTmers. The
Lassen Tlectric Company purchases all of the eleciric eherg;y which
1% dfstributes and sells from Red River Lumber Company at Westwood.
& 3% Idlovolt wood transmissfon line extends from Westwood to
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Susaxville and on to Standish. Step-domx substations are ;ocated
at Susexville, Johmstonville, Standish end at the Lassen Lumber and
Box Factory. Distribution is supplied at 2300 and 690G volts.

| 0f underlying importarce in this proceeding is an agree-
nent dated Jume 18, 1930, detween Red River Tamber Compeny and
Shérritt and Company. As ot fbis sexe date the agreement was assigned
by Sherrite é.na Compeny %o Lassen Electric Company and the Electric
Compeny assumed &1l the obligations of Sherritt and Compeny and
Sherritt was released of all liebility thereunder by the Lumber
compazy. o . |

, The features of this contract, with which we are concerned,

Telate 0 the s:xpplying of power by the Iumder Company %o the
Tlectric Compery end Lassen ILwmber and Box Company from Waich It
appears: - | |

"Yhereas, the Buyer hed purchased Lfrom the Sellexr all
of the Capital Stock of the Lassen Electric Company * * *,

™k K X {p consideration of said purchase, it is agreed
as follows: , ‘

"l. The Seller will, for & perfod of twenty (20) years
Iron the date hereof, supply all power peeded * * * Hv the
Electric Compeny in comnection with the operation of said
distributing system * * *, '

2. The price of said electrical emergy shall bde 1i£
per kilowatt hour, . X% x *‘

*6. The Seller shell Lave the Tight to furmish electrical
energy 0. the Lassen Lumder and Box Company, for its own use
in its plant &t Susanville, Californie, during the next
Twenty %20) years; ¥ * X,

“For the purpose of furmishing said electrical emergy %o
sald Lassen Lumber and Box Company, the Seller shall de
entitled to use the tramsmission line of the Electric Company
Taoning from Westwood to the substation of the Electric
Company et Susanville, and the necessary portion of the
Electric Company’s distributing line rumming from said sub-
station to the plant of said Lessen Lumber and Box Company, * * *.

"The electrical energy s0ld by the Seller to said Lessen
Iunber ant Box Compexny shell be metered at the plant of sald
Lessen ILumber snd Box Compeny by * * * meters furmished,
Installed and meinteined dy the Electric Company or sald




Tessen Lumber and Box Company. . ™ ® * read on the last day
of each and every month, and the Electric Company will
deliver to the Seller a statement of such reading. Such
resding shall be increased by LTifteen (15) per cent thereof
(seld 15% increase being the amount mutually agreed wponr as
compersation £or the use of the Electric Compary's facilities
and to cover line losses), and az so increased shall de
deducted from the total enoxrgy furnished by the Seller to the
Electric Company's transmiszion line at Westwoodld in oxder to
getexmine the amount of electrical eonergy delivered over the
said line to the Electric Company for 1ts own purposes.™ '

Prior t¢ the hearing in this matter ‘ch‘e.s_e' agreemen%s hed
not been submitted to, or filed with, this Commission. Obviously
the jurisdiction of this Commission in fixing Just and reasonadle
rates for service by & public utility cexmot be restricted or
circumvented by any agreements which & utility nw;sr make waless 1t
coxn dbe affirmatively shown '_che.t ‘snch agreements are just and
ressonable end in the public interest. Such showizg ,ﬁaa not made
in this procoeding and the evilence with‘.respeclzt % Zhe mrrange-

zents therein prqvided iz persvasive that *this ag::eeﬁent is not

i the pudlic intezest and for purposes of this proceeding must be
entirely ignpred'.- |

The effect of specific features of this egreement on
rate base and oygra.ting expense will de discussed. et vappropriate
points iz this opinioz. |

The compexy presented no evilence as to Tate dese,
Tevemues or operating expenses, its presentation of pertinent
testizony being limited to the subdbject of rate of return to de
allowed and ccertain stipuleted testimony relating to going concern
velve and accounting meﬁhoas. |

Je Eo CoOper, Valuatior Exgineer of the Commissicn's
stelt, presentqd e exkhibit sb;ow:‘.:.ng the hi‘storical'cost of the .
property in the emount of £327,797. as of Decembdor 33..,‘ 1931l. Ee
defined nistorical cost as “the estimated cost of reproduciczg the
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property &s & the d:s.tgs it wes ori@inglly constructed and under
the conditions of originel coastruction.™ The historical cost and
estimated market value of land were fouwnd to be the seme. In
excess of 30 per cent of the costs used in this appraisal weze
teken from the Tecords of the company, which were fa'crv'n-om complete,
while the remalning costs were developed Ifrom thosé 'knovm costs

or odteined frox other sources. The historicel reproduction cost
estimete included overheads at 15 per cent on &ll property accommts
except miscelleneous &Lstribution cepital end genoral office equip~
ment, T0 whick 3 per cent was applied, and land, rights of way,
organization axnd franchises, which carrield no overheeds.

The accounting records of the compeny were not suf-
Ticiently éomplete to perxit of en accurate deyglopment3 of the
ac‘cnai overheads incurred or charged to capital and the 'percentages
used represented ex estimate. It was stipulated thet L. R. Cady,
locel mmgef of the compeny, Wowld testify that there had Tmever
beexn charged or the books of the compeny any amount oY i;';ei'est
during comstruction, store expense end :‘.njuries"and dmnageé during
construction® prior to 1ts acquisition by its present owners. It
showld ke pointed out that the percentage included for injuries and
demages was besed uwpon bresent insurance costs and thet such costs
were pever incurred prior tc the acquisition of the property by its

Present owners.

The Commission engineers’ historical reprolfuction cost

elso inclu&e& all of the property of the cempeny located at the

Leassen Luxber and Box Faetory substation at its estimated cost new
of ,‘%27,&.81.. thout overheads or 3;51;25.8. including overheads. The
proﬁriety of including +this sum iz the Tate base for Lessen lectric
Company was seriously questioned decause of the neture of the




eq&ipmnt and character or." the iﬁstalla.tion‘md. because of its use

by Red River Lumber Company to serve the load of Lassen Lumber and
Box cOmpany; as yreviously descrided in the agreement. In the
course of the testimony it w.a.s'brought out that the Box Company had
recently installed its own generating equipment 10 care for 1tz owx
load end had zgreed to furmish Lassen Tlectric Compony & bresk-dowa
service at 13 cents per xilowatt hour. C. T. Mess, Comaission
engineer, estimated that Lor the future the Box Company would take
but 55,500 kilowett hours per yeer from Red River Lumber Compexy.
The delivery of this amount of power, assuming ro line losses,
would result iz & reduction of the bill of the I.mnber_c:o::rpan;y to
Lacsex Electric, for the use of the tranmi;#iob, line and subsfa‘z;ion,
of less then $125. a year. Based alone of the estimated use in
accordance with the terms of the contract between Red River Lumber
Company and the Electric Company, the inclusiorn of any such sm ¥
$31,000. for this sudbstation in the rate dase, upon which the compeny
1s entitled to & return, places an unv;arrante&burden upon the
electric consumers.

The agreement for stand=by service ¢o bde furpisked by
Leazsen Luanber and Box +0 Lassen Xlectric is ¢covered by & letté:-
read into the record. As the Lassen Lumber and Box Company is not
& consumer of iassen mectric,‘ the reflection of suek sun in the
rete base es will equel the cost of =& substa.tio; required to permit
Lassen Electric Compeny to take dresk-fown service from the Box
éompan;y plent i= all that 1s proper. From the mecord it appeéis
<hat g.uch substation world not require an investment in excess of
$16,000. In the rate dase fixel herein such sun will be considered
in lieuw of thg estimated cost of the existing. substatic}n;




L. S. Wing, engineer, witngss for the complainants, used
23 the starting pbint in his estimate of rate base %06,330.,, whick
wes the amount for Iixed capitel sppearing on the dbooks of the |
coxpany as of December 31, 1931.

The e&nount of fixed cepital shown omz the reports of the
compery o the Commission cammot ve accepted for use In this case
because it &dmittedls; includes amownts for property no lon;ser‘ uséd.
or useful and feils to include costs actually incurred im the com-
struction of p::opertfr. |

Testimory was offered by the camplainants, through
e Do .Collins, formerly farm advisor of Lassen County, to show the
methods pursued in the ocxnstruction of many of the rurel lines of
the compexy and the estimetes of cost 'Ior these lines made for the
purpose of &istriduting comstruction cost between the compeny end
the prospective customers or the lines. These eastma.‘t:es iz general
corroborated the esi'cimates oL cost for similaxr or identical p:opérty
presented by the Commission's Valuation Engineer.

The kistorical cost es of December 31, 1951, of the Lixed
cepitel of Lassen Electric Coupeny found reasoneble for use in the
determination of rate base mey be sumarized as follows:

Historical reproduction cost {(adjusted | _
for overheadsS)esceeccessscscnscennsncess  £522,910.
82 Leascen Lumber and Zox SudbstatioB... 31,258.

- | SUD-tOteeseececieaenecas g291,652.

A3d: Allowance for bresk-down service
Subs‘t&'t_iono_.--................... 164,000-

Totel Fixed Cepitele.ee..  £307,652.

To the estimate for fixed capital should be added =

reasorable allowance for cesh working cepital, materizls and sup-

plies, while adifance:; made by consumers for construction purposes

-7—




in the amount of $9,300. must be deducted. Inasmuch as tho above
Tigure is as 'or the degimming of this yesar, ém allowance for 1932
net additions and betterzents should de included.

It was stipulated that J. L. Waxd, President‘ of the company,
would testify that, in his opinion, the Lassen Electric Compeny hed
& going concem velve equal to gpproximately £10.00 per conmer.

c:on,idering the entire record in thisc proceeding relating
to the sudject of the Trate base, I am of the opinion that the sum
of $306,000. rep&gsents & felr and reasonable Tete base, Including
tangible and in‘aangible property, for Lassen Electric cémpa:ny for the.
year 1932 and is an eppropriate swr to be used in tosting the roason-
cbleness of the retes to be established herein.

Estimetes of revenue axd exponse were preseated by C-T.Mess, '
en@.neer oL the Commission's steff, and Mr. Wing, Zor the complainents.
Ax estimate of the ammual requirement for d’epreciation expepse, o;z'a
& per cent sinking fund basis, was presenied by.B.E.-'Tra.vis, engineer
of the Commxission's staff. The company presenteq 2o ovidenco in these

metters dut &id cﬁoss-emine Mr. Moss extensively on his estinmate ot

The cost of power. S
The estimetes submitted of Tevenue, atl existing rates, axnd

expense for 1932 aversge year compare as follows:

TABIEZ NO. 1
LASSEN SLECURIC COMPANY
ESTOVATE 5 5? 'TNG_KEVENUS AND EXPENSES

o< AVERAGE YEAR .
Commission's Complainants?,
| Stalt . __Titness
Grozs Revenue $92,700. ‘ $95,‘650'. -

Ogerati_ng. Exvenses: - B S '
. uction Expense ' 20,850. 20, 000 '

Pransmission: Expense 1,160, 1,375 '
Distridution Expense , : S, 760. 4,300,
Commexrcial and New Business © 74830 8,160,

Genersl end Miscellemeous Expense 5,990. 6,275.
Depreclation Annuity 6,760.
U:zcollec'tible Bills ‘ - 250.
Texes . 9,8%0.
: To‘.e.l‘ Operating Expense 450,
Net Cperatinz Revemme T4 5 250,




SCEEDUIE I~1

GENERLL LIGHTING SERVICE:

 Applicsdle 10 genersl domestic and commercial lighte
ing sexvice, including household appliences eamd single phase
motors of not %o exceed 3 E.P. capacitye. _

TERRiTORY: N o
~ Applicedle %o entire tercritory sexved by compeny.
RATE:
'Service Chexge: per MOLEr DPOT MONLReeeeseossosbOf
Energy Charge - (%o de added to Service Chaxge):
First 100 Eweh per meter per month. ceces7.0f per Kw=h.
Next S e0 . v om bd bid L

‘Next - 6350
A1l over 1,000

LE X X & X Jo 4 J
! '-.' !-’ ......,4.0
? '.' 0...-.03.0

Minimum Charge: The Service Charge coz.zstitu‘tes-l'the' '
. .. . Minimum Charge.

SPECTAL CONDITIONS:

(a) Single phase motors of an aggregate cepacity of 3 H.P.
oOT less.may receive service or may be combined with general light-
ing service under this schedule at the option of the comsumer,
Provided, In case of combination service, the total emergy is sup-
Plied through one meter. The minimum cherge applicsble o this
combination service shall be the same as that set forth: above.




MONICTPAL STREET LIGHTING SERVICE:

Applicedle to service to electrolier or other lighting
Systems when the consumer owns the equipment and the compeny sup-
plies energy at one or more points.

TERRITORY:

'Appliceble to entire territory served by compeny.

RATES: ' :
o Monthly Charge per Leump
Series Lexps. Lanp Rating ALl Night Service.

600 Iumens - 50475
800 . " . .0.80
1,000 0+90
2,500 " | 1.75
4,000 2.55
6,000 3450

Nominal horizontal c&ndle-powe: of seriles lamps is
-one=tenth (1/10) of their lumer rating.

SPECTAL CONDITIONS:

(a) This schedule is applicadle to series street lighting
Systems.where the compeny furnishes the constant current reguleting
trensformers. TUnless otherwise ogreed, constant current energy
will be delivered at & nominal amperage of 6.6, reasoneble var-
letions bYeing permitted.

- (b} ZLights will ve turned on and off once each iisht in ac-
cordance with a stendard burning schedule prescribved by the con-
sumer, dbut not exceeding 4,000 hours per year for all night ser-
Ticee. . ' o




GEINERAL EEA.‘I'ING AND COOKING SERVICE'

‘ Applicable to comnercial heating a.nd/or cooking ser-~

Tice.
TERRITORY :

A.pplicable to entire territory served by companye.
RATE:

“Pirst - 150 Kw—h. per me'cer per month eee35¢. pe:r Kw-h.
m O'V'BI 150 " 00010‘7¢ ‘ .

Minimum Cb.a:ge: )

First 7 Kw. or less of heating and/or cooking capscity,
$3.00 per month.

411 over.? Kw. of heating end/or cooking capacity,

A 50¢ per Ew. per month.

Space heating appliances shall not be considered as
active comnected load in computing bHills on meter readings .
subsequent % May lst and prior to November lst, provided,
however, that durling such period the minimum charge he:r«tmaer
shall in no case be less than 33.00 per mom:h.

SPECIAL CONDITIONS:

(&) “Service will zormally be 110=220 wolt three-wire
altemting current.

(v») Connected load will be taken as the name plate rat-
ing of heating and cooking appliances permanently installed
and which mey be connected at any one time, computed to the
nearest one~tenth 07 a Xw.

(¢) Single phase power service (3 H.P. or less) may be
combined undexr this schedule in whickh.case each horsepower of
connected load shall be consldered equivalent to one kilowatt
of connected load in determining the minimum charge.




GEXTZRAL DOMESTIC COLBINATION SERVICE:

- Ayaiiéble'ﬁéon;épplicatiéﬁ'for domestic lighting in
combingtio; with hezting, cooking and/or domestic nowex zervice
(izcluding lamp socket appliences).

TERRITORY:

. 4pplicadle to entire territory served by company.

RATE:
Service Cherge: per meter DOr MmONtA av...... 60F
Znergy Charge - (to be added to Serwice Charge):

Fire 30 Zw=h. per meter per month *.....1'7.O¢ rer Xiv=h.
Next 150 . " " LA g ceeena BB M

* Tor resideices, flats 5: iﬁdivi&ual“apartments' )
ol more then & rooms, S Kw-h. for each addition~
al roon will be added %o. the Tirst block of 30
K=t a ( '

2pinimum Charge:

Tirst 7 Xw. or less of connected load, excluding lignting,

: . o $3.00 per-month.

All over 7 XIw. of comnected load, excluding ligchting, ' S
, u : S50¢ per XKw. per monthe

Space heating appliancesz shall not be considered as zctive
connected load 1n computing bills on meter readings sudsequent
To May lst and prlor to November lst, provided, however, that
during suck veriod the minimum charge hereunder shall in no case

-

be less than $3.00 per month.
SPECIAL CONDITIONS:

(a) Service will normally be 110/220 volt three—wire clter=
nating current. .

(b) Conmmected load will be taken as the name plate rating of
heating.and cooking appliances permanently installed and whick may
be connected at any one time, computed to the nearest one~tenth
of a Xw.

{¢) This schedule applies only to zingle family dwellings
and to separavely metered flavts and capartments where the consumer
uses cooking, heating and/or domestic power appliances (including
lamp socket devices) of at least two Xw. aggregate capacity.

(&) single phase power service (5 H.P. or less) may be com=
bined under this schedule, in which case. each horsepower of con-
nected load shall be considered equivaleat t© ome kilowatt ol con-
nected load, computed 1o the nearest one-tenth of & Xw. in determin-
ing the miniwmum charge. ' . P




CTM=CAQ

. :

CENERAL POWER SERVICE:

Applicedle to gemerel commercisl and industrial
power service.

TERRITORY: -

Aoplicable to entire territory sorved by company.

RATE:

o Rate ner XKw=h. for MNonthly Consumption of

HoPe oF ALL over
Connected First 50 Kw=2. Ne:c‘c S0 Kw-._. Ner‘t: 150 Xw-h. 250 Kw-X.
Load _per H.. P. . ber H.Pa ___per H.P. _per E.P.

2-9 H.P. 3.9f ; l.8¢'
10=-24 E.P. 3.5¢ 1.7;!
25-49 H.P. '9.0¢ ' ‘
50 E.P. axdé

over .89! - ‘ | l.5¢
Uinizum Cherge: |

ﬁ’

Fi'-st 25 E.P. of connected load $:1..OO per H.P. per montk
but in no case less than :&2.00 per month.
L1 over, 25 H.P. of connected load, 50¢ per H.P. per mont:.

mzen the primery wse of power is sea.,onal or inter-
mittent, the minimum charge mesy at the option of the consumexr be
mede accumulative over & 12 month periocd.

SPECIAL CONDITIONS:

'(z.z, Ho::sepower of connected loe.d iz deternined by menu-
facturer's name plate rating.

(b) Alternating current service will be furnished at
stendexd voltage from &istridution circults of the company. AlL
necessary transformers will be supplied, owned and xeintained, by
the compeny.

(¢} Public Schools:

. . Mhe minimum charge for power installations in publ:’z.c
schools under this schedule will be 509,’ per H.P. of co:mec'ted
loead per meter per montl.




As “chev .above table indicates, thore is no substantial &if-
ference between the Commission engineer esiimate and that of
co:npla.inan@s' witness. The ¢ompaxy appearently objezcted"only to the
estimete of iiroduction expense, which covers the cost of power
‘pu::cb.a.sea wder the asgreement between Red River I.umb‘er‘Company and
Shexritt and Company heretofore referred to. At the hearing
counsel for the compexy stated that Red River Lumber Compexy had
offered to reduce the price cherged Lassen Tlectric from 1% cents
per kilowatt houxr %o I& cents per Xilowett houz. .

¥r. Mesc tes{:irie& that Iassen Eleetric Coxpany counld
obtain the electrical energy needed to supply its consmmers Lrom
other sources at pudblisied rates which, beased on the local conditions
and points of delivery, weuld average less than one cent per kiio—
watt howr. |

Tnquestionadbly Lassen me:ctric Coxpany can secure firm
power &t not to exceed oné cent per kilowstt houx rrom_,a reliahle
source of s&pply. | Further it appears Lrom the facoe of. t_h?x agree~
ment, as ¢uoted above » that the arrangement for the purchase 61‘
power from Red River ILumbex Coxpany was one of the considemtjions
izvolved in the sale of the capital stock of Le=ssen Electric Compeny
vy the Ixmbder Compexy to its present owners. Consumers of Lassen
Electric sxowld not be burdened by this'agreement and the inclusion
in the allowance for operating expense of more than the current
rparket rate for ILirm power in that locality is unwarranted. If
Lassen Electric convimmes to take power under the contract, the
difference detween the sur herein allowed as reasonedle and the
price paid must come Lrom the Teturn ellowed to the owner.

'I.’b.is, propexty 1s undex the same ownership and opersted

Jointly with the Californie Utilities Company which supplies

-




Susanville with watei'. The oporating expenses hereln found
reaconadble reflect such 301111: operation and such econdtmies as
Tesult therefrom. These ecomomies warrant consideration in
Tixing the rate of ijetum to be sllowed. |

lassen Electric Compaﬁy nede & voluniery redud't‘ion in
rates in August, 103l. Using the Tates in effect after this
reduction for estimeting 1932 revenues, the :to_llomg tabﬁleﬁ:ion
sumarized the eé.rhing position of this company,,giving‘érrect

to the chamnges in operating expense held to be reasqmbie in
this Opinion.

Gross Revenue &t exiSting Tet0Sececececsnceces 592,700,

Less: Operating Expenses and ‘
DeprQCiation--‘onooo--- $48 7500
2,350. 58,600.

Ned Aveiledle £OT ReTUTDecoccooeccccnvonooes @34‘,100. ’

Tues"........._.....l...‘.

This Qarning is equivalent to 1l.l per cent_o# the rate
dase found reassomdle herein.

Re Le Cross testified for <the u‘c;lity on vhat, im his
opinion, would comstitute & reesomsble rate of return for Lassen
Electric Compeny. - He defined reasonsble rate of return as "ope
that will emable the utlility, over & period of years, to obtain,
at fair rates, the capltal necessary for the comnduct of its
business® and that the cost of such mopey was the inportant Tactor.
ixr. c::oss concluded that if the couzpe.ny."b.ad & rete of return of
about 9 per cent it might have obtaimed capitel costing im the
neighborhood of 8 per cent™ and that & reasonadle rate of return
would be 8 per cent, or in that nefghborhood. |

Mre Cross assumed, Iin reaching bis conclusion, & set up
dased on the company securing its capital 50 per cent through ax
issue of first morigage bonds, 25 per cent by the sele of preferred

stock and 25 pexr cent from common stock salé’s, wlth the cost on the
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dbonds ranging from 7% to 7% per cemt, on preferred stock 7-3/4 to
&~ pexr cent and ‘comn;an stock money from 8% to 9% per cent. As &
ma;r.tter. of fact the company had but $25,000. of cepital svock out-
standing, no funded debt, some :&;23,600. ot a@vances from effilieted
compemies end a dep:ecieltion reserve of &74,000. Mr. Cross agreed
on cross-examination that it would eppeear that the property had
largely been built from earnings and depreclatlion Xeserve moneys.
™e use of fanciful financiel ascumptions, entii-ely divbrced fron
actualities, cannot form the basis of & sound conclusion with
respecf to reasomble rete of return. |

Jules -Alemder,, e Susanville bamker, alss called by the
compery, steted that his bank mede 1ts losns et rates of from 7 to
8 per cent and such loans as had heen made to loce.l’ utilities were
at the rate ol 7 per cent. | o

The return Zixed heroin must glve consideration to tue
Tact that mo accrued depreciation has been deducted In finding *the
Tave base, that ammcal depreclation has been included in operating
exXponses o2 & 6 pex cent sinking fund basis and that the deprecia-
tion reserve oL the compexy has been and will continue to be

invested ind the jroperty.

Upon consideration of the entire record I am of the opirion

" that a reduction in retes is justified at the present time, which
will reduce the revenue of the compeany by $I.O,¢OO. Such reduction
will result in the company receiving a2 return of more then P=3/%
per cent on the Tate bese herein found reasonable. Such rate of
return appears warranted for thiz conpa:xy in view of its sma.z_'r. .
size, the cheracter of thp territory served, the lack of diversity
of its load _aizd the question of stability of Luture earﬁin@. The.
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rates herein vrovided wLll zdequately compemsate the owners Lor
the use of thelr property on an even more liberal dasis tha:i other
1nvest§rs in the community, accepting comparable risks, receive and -
offers e return which will attract any additiozal cepitel required
by the u't:ility_. | |
The Tate schedules authorized present & material change
in form from existing schedules and represent & marked ILmprovemert
over the schedules under which the company is now operating, doth
from the point of view of consumex and company. Consumers &s &
waole will benefit fLfrom decreased rates ané. the company Wwill de
operating under schedules which lend themselves to load~builéing.
The presext minimum dIlL form of rate for lighting and domestic
combination service is discontinued and szervice charge substisuted
and o1l schedules modiffed to make them similer in fomm %0 the
schedules iz gemeral use in thls state. Under the mew schedules
domestic comsmmers with %wo kilowatts oz hesting or cooking epplisnces,
Including lamp-sockef devices, mey avail thomselves of the combina~
tion lighting,’ heating and cooking schedule wich is substantially
lower than the lighiting schedule.

I Tecommend the following form of Order.

A formsl complafin® heving beem filed by Paul J. Hopper,
et al., requesting en investigation by the Commission imto the fair
value of the property Lor rate~fixing pur;pose‘é and 8lso 1ato the
electiric ra.tes; rwles, regulations and prectices of Lassonz Tlectric
Compe:;y; public hearings having been held, the matter boing sub-
nitted and now bei:;g Toady for decision; |

The Railroed Cormission of the State of Califormia Horeby

Fizls as & Fact that the electric rates of Lecson Electric cé:npany
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are uxjust, unrezsonable and discriminatory, in so far as they
ditler from the electric rates hereln provided, which ere declarea

0 be Just and reasonabdle rates Tor the future.

Basing its order on the foregoing Lfinding of rac:t enc on
the Tindings of faet in the Cpinioxn preced.ne; tals Ordex,
IT IS W"‘Y CRDZRED that

(l) Based on &1l meter reﬂ-dm@;ﬂ taken or and
alexr Qctover 1, 1932, Lassex Tlectiric
Compexxy shell charge and collect Lo
electric sexvice suppliecd under filed
schedules the rates seot forth fx Exhibit
"4,™ attacacd hereto and made & part hereol.

(2) For ail other purposes the offective date

. 0f %hls Order L=z twenty czo) deys from the
date hcreo"‘

Thae foregoine; Cpinion end Ordexr Ls heredby apv:-oved and
ordered Liled as e cnim.on and Orfex of ke Ranroad. Commission
of the State of Californies. | | %

Dated at Sam FTrancisco, California, thls az—f—

} , 1932.

/%W

Comm:.s /!.o:::e‘x:-s.
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