Decisloa No._/// 9

In ;ﬁf: Natter of the Application -
of * JOAQUIN LIGHT & POWER

CORPORATION for a revisioa and ad- AI(’PH-““M 6651,
Justment of retes. . {Supplemental )

——

Jered How,. for Applicant, _San Jomguia
Light & Power Corporstion.

?. S, Brittain, for Califorsis Farm Bur-
oan. Federation and E. Easton.

Jo Jo Denél, For Kern County Ferm Buresau.

ROWELL, Commissioner.

OPINION ON SUPPLEMENTAL PETITION

Thls supplemeatal spplication has been filed by San

Josquia Light and Power Corporation subsequent to the date at
wbich it might legally apply for‘ & rehearing, alleging therein
that the Commission’s Decisioa No. 10348, in Application No. 66861,
18 in error to the extent that it

(1) Ordered San Joaquin Idght sad Power Corporation to
set'ax;.ide to its d.ep:ceéiation reserve for electric propexrties on
or before July lst, 1922, an smouat sufficieat to bring its reserve
to & totel of § 2,365,600, a3 of December 3lst, 1921. |

(2) Ordered San Joaquin Light and Power Corporation to set
asidela.nm.ally t0 its depreciation reserve until further directed
by the Railroad Commission 6% wpon an accrued d.epreciation of
$ 2,864,204., plus all net additions to depreciatios reserve made on
and after Jaguary lst, 1922. |

A




(3) Pound that the sum of & 50,000. should be disalliowed
88 pait'o: caﬁital expenditures on accownt of damages incurred in

comnection with construction of certain lines.

(4) Did not allow Federel Income Tax as a part of operat-

ing eipénses.“

Detitioner requests: that a hearing be held in order
that evidemce might be introduced and srguments mede to the end
that the Opinion of the Commissiorn and Order found thereon de
. amended in accordsnce with Jjustice.

| A protest to the suprlemental application of Ssn
Joaguin Light‘and Power Corporation was f£iled by the Californmis
Farm Buréaquederation and E. Zaston. 2Protestants request that
if the Commission should determine and meke changes in the fdrmer
order reg&rding depreciation, rates sholl be reduced or as an
alternative the excess amount of return shall be impounded and
utilized by the Commission to reduce operating expenses.

| A hearing in this proceeding wes held at which time
evidence was intro&uced relative to the matter of deprecistion |
ellowence end srguments rheard relative to other matters raised.’

The Commission in its Deciéion No. 10348 ordered San
Joaquin Light and Power Corporstion to set aside to'depreciation
Teserve for electric properties as of December 3lst, 1921 the
total of & 2,565,600. Petitioner herein submits a recomputation
of the depreciation reserve besed upon & somewhat similar study
to taat introduced in Apvlication No. 6651 estimating fhe reoserve
ac of December 3lst, 1921 at § 2,262,613. Two main reasons ac-

count for the difference in mmounﬁ between that ordered by fhe




Commission and the preesent estimate by the Company. San Joaguin
Iight and Power Corporation now egtimates that the reserve for de-
preciation of all electric properties as of Jenuary lst, 1916
chould have been § 656,059. in place of the amownt set forth in
Table No. 10 of Decision No. 10348, of § 63¢%,838. It points out
that it has charged depreciation on automobiles thru a clearing
account to operating expense or capital, depending upon the use

0f the automobiles and that ac deprecistion allowance on antomo-
biles is included in the annuity estimates by the Commission the
retirement of automobiles should be deducted. In the allowance
for depreciation made by the Commission in 1916 snd the estimate
made in proceedings thereafter there has been included deprecia-
tion annuity upon automobiles. In the estimote now sudbmitted

San Josquin Light and Power Corporation deducts from depreciation
reserve retirements of automodbiles mede during the period from

1916 to 19zl.

It appears that there ras been a duplicacion to the

extent that in sddition to an sllowsnce being nmade for deprecla-
tion amuity by the Commission, the Company has distributed part
of the cost of replacing automobiles directly to operating ex-
pense or cepitsl accomnts., It does not sppesr fair to cossum-
ers that the Company showld at this time have the right to trans-
fer to surplus, depreciction upon antomobiles which it has in-
cluded under operating expenses or capital. The following Table
No. 1 sets forth a computation of tiae depreciation reserve from
1916 to 1921 inclusive, based upon the retention of accrued de-
preciastion on gutomobiles in the reserve. ZIsiimates of\deprecia—

tion amauity for 1922 do not include deprecistion on automobiles.




1916

Balaqloa Jan. iast. $656’059‘

Addid 1on§ to Reserve
Annulty

Intorest Acorued

146,641
39,364
4,885

TABLE KO L

DEPRECIATION RESERVE - EIECTRIQ PROPERPIES

" Sean Joaquin Light & Powux Corporuiion

1917 1918

$510,223 $1,012,285
192,200
0,731
78,020

166,453
48 !515
2,203

1919
$ 1,311,697

216,000
78,696
32

1920
$1,673,664

264,000
94,420
4,185

1921

$1,884,7110

422,622
113,084
2137972

Miscgoellane ous

Total Add. $190,6890

Grani Total $846,949
Deanotlom from Ressive '
Replaoement _
~ Pixed Qapital Acot. $ 4,803

$217,319 § 831,057

81,343,542

$1,027,642

$ 83,488
1,738

§ 13,719
1,538

$ 294,928
$.1,606,626

$ 92,424
et

$ 382,606
$1,956,269

$ 70,648
. 881

$ 638,498

$2,425,258

39,6899
3134%

General " 2,223

Total $ 66,726

Balance Deo. 3lst. §610,223

$ 16,207 $ 31,745

$ 1,012,286  $1,511,697

$ 32,861

$1,673, 664

8 71,629
$1,884,740

§ 42,248
/32,680,995

Note (*) Resexve as of Jan, 1, 1916 based ¢n Comwany's Exhibit #1 - Swpp. App. bl

(**) Oredit to dednctious.




Prom Turther study o the evidemce it appears that the
smount of 3 2,380,995, it g reasonsble estimate of the scerued
depreciation upon a 6% sinking fund basis Zor the electric proper-
ties of the Ssn Joaquin Light and Power Corporation as of Decem-
ber 31, 1921 and Order in Decision No. 10348 shall be revised by
reducing the amount oz whiéh,interest shall be set aside from
L 2,864,305, %0 § 2,380,995. ac of December 31, 1921.

Applicent urges that Commission should not exclude from
capital o cost of § 50,000. representing sward fLor propert& damage
caused in connection with construction of a transmission line.
This Commission cstimated the rate base ag the reasonable histori-
cal cost of the rroporty, not the total cash capital expended in
property, sad it does notlappear that the cost of paying dumages
.fdr the burning of = wheat field due to conditions which were

deemed by the courts as negligence can be classified as a reason-

gble cost 0f the construction o the power system. The return
allowed by the Commission contemplatec certein hazards of the bus-
iness and it would appear thet the dsmsge such as the one in qaés—
tion ropresents one of those hazards which must be‘borne by tae
stockholders of the utility.

Rolative to Federal Income Tax I see no reascn, consider-
ing tne case as & whole and the rate of return allowed, for modify-
ing the decision as herctofore made.

Modifications in the devreciation reserve herein pro-
vided in no way affect the estimate,of total ¢ost of serviée or the
basis of rates set fortk in Decision No. 10348 smd it does not ap-
pear necessary thcrefore o ﬁake aﬁy modification relative to rates
ac suggested oy tke Farm Buresu Federation.

I recommend the following form of Order:




Sea Joaguin Light snd Power Corporatioa havisg
applied to this Comm:lssi'an in its Supplemental Applicatioa
for certain modificatiocas of Decision No_. 10348, = hesriaog
haviog beea held s0d it appeariag to this Commission Just
a0d reasongble that the provisions of said Decision relstive

to depreciation reserve aad the setting a.sic'l_e of interest

upoa depreclation reserve should be modified as herein pro-
vided

IT IS HEREBY ORDERED that the provisioas of the
commission"svbecision No; 10348. in Applicaetion No. 6651 smnd
Cage No. 1544, decided April 25th, 1922 reading:

"Ihat Sana Joaquin Light and Power Corporation,

(1) mSet aside to its depreciation reserve for electrie
rroperties oo or before July 1, 1922, an smouant sufficient
to briag this reserve to & total of $2,365,600, a3 of Dec-
exber 31, 1921. ) .

(2) "Set aside to its depreciation reserve commeacin
Janwary 1, 1922, and watil otherwise directed by the Raile
road Commission, the sum of $467,893 per aaoum, plus aa
smount per aanum equal to that computed oa the anauity
rates set Lforth ia Table No. 12 in the opinioa rrecediog
tais order oa all aet additioans to deprecizble capital
made after Jasuesry 1, 1922. :

(3) ™Set aside saamslly to its deprecistion reserve watil
further directed by the Railrocsd Commission, 6 per ceat
upon an accrued devreciation of $ 2,864,304 plus all net
addit.f;g.ag' to deprecistion reserve made oa and after Jasmary
1, 192z, :

and theyqare hereby modified and ameaded so as to read:
"That Saa Joaquin ILight aad Power Corporatioa,

(1) "Set aside to its depreciatioa reserve for electric

properties oa or before Jaaousry 1st, 1923 aa amonat saffi-
cieat to briag this reserve to a total of § 2,380,995. as
of December 5lst, 19281, . NI

(2) ™Set aside to its deprecistion reserve, com_megcing
wita-the Caleadar year 1922, the sum of $ 467.893. per
agmum, plus aa amouat per asasum equal to that somputed
oo anauily rates as set forth ia Table No. 12 iz the
Opinioa of Decision 10348 oa 8ll new additions to depre-
clable capitel made oa and after Jaauary lst, 1922,
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(3) "Sct acide amuslly commencing with the calendar
year 1922 to ite depreciation reserve in addition to
the sxmnuity zbhove, an amount equal to 6% mpon an ac-
crued depreciation of § 2,380,9% ., plus. all net addi-
tions to depreciation reserve mado on and after Janmary
lst, 1922 in accordance with this Qrdex.

The effective date of this Order is December 1, 1922,
The foregoing Opinion and Order are hereby approved

and ordered filed &s the Opinion end Order of the Reilrosd Commise
sion of the State of Celiformia.

Dated at Sen Francisco, Califormis, this 3/ 70 °
dey of October, 1922,

Commissioners.
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