Decision No.;ézzé%;z_

BEFORE TES RAILROAD COMMISSION OF

In vhe Metter of the Application

of CITY CF LOS ANGELES, a xuuici~
ral corporstion, BOARD OF PUBLIC
SZRVICE COLMISSIONZERS OF MR CITY
OF LOS ANGELES, SOUTHERN CATIFORNIA
SDISON COMEBLNY and PACIFIC LIGEM
AND ROWER CORPORATION for =n.oxder
arproving coatract. between said
Dartles fLor the distridution of
electric eonergy. :

L7H%7ON uoisiong

Application No. 2884.
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W. B. Matkews Zor City of Los Angeles and Board of Pubdblic
Service Commissioners of the City of Los Angeles.
E. E. Trowbridge for Southera Celifornisa Zdison Conmny
and Pecific Light and Power Corporation.
Panl Overton and Eerbert J. Goudge for Los Angeles Gas and
Electric Corpormtion.
Serbert J. Goudge, inprapz‘ia\persona.

TZELEX, IDGERTON and DEVIIN, Commissiorers.

In this procecding, the City of Los Angelos, horoin-

after at times referred o as the City, the Board of Public

Service Commissioners of the Ci%y of Tos Angeles, hereinsfter

av times referrcd o as the Boerd of Public Service Counissioners,
the Southeran California Bdison'Company, hercinaftor &t times
referrod to as 4he Zlisoan Company, and the Pacific Light and

20wér Corporamion. kerelnafter at Yimes roferred 4o asg the Poeific
Corporatior, ask that tho Roilroald Comxiss ou &pprove au agroc~
weny aateaﬁpzizfso,IQIV, betweon thé’parties kRerete. 4 copy of
soll ogreomexnt is atiacked to the potition herein as Exhibit No.l.
This agreoment, horeinaiter referred %o as the Temporary Oporating.
Lgreeneat, provides Ln.part for the.future‘distribution axd sale
oL eleciric onergy Lfox all purposes over Lre e%yctric digtrivuting
systems of the City, of tho Zdisoz Company anéb%he Pacific 00;9941,
ration in Yhe City of Loz Argelez ond in cortein unincorporafea
territory adjacort to the City.
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A public hearing herein was held in Los Azngeles oz

Vay 4, 1917. At this hearing, evidenmce in support of tke
petitvion was preseated by petitioncrs and in opposition vheroto
by Los ingeles Gas and Electric Corporsiion and Herbert J.Goudge,

hereinefter together roferred 40 s “he protestants. Subsequent

0 the nearing, the petitioners £iled additional date requested

by the Reilrosd Commissioa and the protestants filed a mémorandum
0% rezssons for the denisl of the petition. Rhe proceeding is
aow ready Loxr decision.

It was stipuleted at the nesring that such docunentis as
aight be filed by the pariies prior to the decision herein should
be glvez appropriate oxhibit numbers snd considered as evidence
nereln. Qhe Lollowing documents were filed by petiviozers subse-
gquent %0 the hesring, having been given the exalbit numbers indi-

cated and will be considered as being Iin evidence in these Ppro-

coedings:

IxXhivit No.l0 - Resolution of City Council of Los Angelea
daved April 30, 1917, approviag Lorm of
Tempora*y Operating Asreemenx and author-
iging its execution. Similar resolution
with refoerence t0 Purchase Agreement.

Exhibit No.1l - Resolution of Boauxrd oL Public, Service
« Commissioners of vae City of Los Angeles,
dated lisy X, 1917, spyroving form of
Temporary Opu*ating Agreepent and suthore
{zing its execution. Similar rezolution
withk reference to Turchase Agreement.

Exridit N0.l2 ~ Letter dated liny 8, 1917, 2rom Arthur Re.
Xelley, valuaxiqc, jooer, to lr. R. E.
Ballard, aszistiat mun&ger Southern Cali-
fornis Eéisom Company, giving inventory
and co3ts of additions to capital of
Southern California Edison Company in

torritory herein affected, Lrom June 30,
1915, %to Deceamber 3L, 1916.

Ixhibit No.13 - Stetoment of cepitel investment of. -
Pacific Ligat and Power Corporation in
territory horein affected, showing J.G.

te & Company appraisal "with additions
to Docexber IL, 1916.

Bxaibit No.14 - Deductions from seversace dameges of
Southern California Edison Company.

Zxrioit Ne.l5 = Severcnce Ramages - Pacific Light and
2ower Corporation.




Bxnidit No.l6 - Los Angeles sub-station costs - Southern
: California Edison Company and Pacific
Ligkt snd Power Corporation.

Bxaibit ¥o.17 - Consoliduted Los Angeles City Load at
sub-gtations, exclusive of reilways,year
ending March 31, 1917.

Exkivit No.18 - Xilowatt nours; nonthly maximum peal
demands and montkly load factors corres-
ponding to maximum yesrly peal of 25,000
horse~power at axausl load factor of
36 pexr cent.

Exkioit No.l9 - letter dated May 14, 1917, from ir.E.E.
frowbridge t0 Rk lroad Commission, ro-
ferring to Exhivits Nos.l2 to 18, ineclu-
g;ge. of petitioners and giving additionsl

Protestants oppose the granting of the petition horein
on tkhe following grounda:

l. That the Temporary Opoxratiag Agreement violates
the constitution and statutes of Celifornis and the cherter of
the City oL Los Angeles.

2. That the falr value of the property of the Zdison
Company and the Pacific Corporatvion Lor the use of whick interest
is 10 be paid by the City is too high.

3. That the rate to be paid by the City to the Edisen

Company and the Pacific Corporation for electric energy supplied
by them is too high. '

4. That the minizum amount of electric energy ZLor whick
the City obligates itself to pay is grester then the amownt which
+he City will use 22 1%t operates to capscity its hydro-~electric
plent in San Fraxeisguito Canyon.

The subject matter o2 this opinion will now be consider-
od under the following khesds:

I. Anslysis of Qenmporary Oporating Agrecnmexnt.
II. JTegality of Temporary Oporating Agreement.
III. ZIDalr velue of Coupanies' olectric distrivuting system.
iV. DRete for electric energy sold by Compsnies to City.
Ve Min%mug amounnt of electric enexrgy to be paid for
vy City.




I. ANALYSIS OF TEIPORLRY QRERATING AGREFMENT.

The‘Tamporary Operating ARreoment recites that the City
233 arrangéd for the purchsse of the electric distriduting systons
of the Comparies situated within <the City axnd in certain small
séctions 02 wuincorporated territory contiguous thereto; that it
is necessary thet bonds he voted and s0ld by the City for tkhe pur-~
pose oX ovtaining the monex vo pay Lor sald electric distriduting
systeas; that the City, as & pert of Lts plan for establishing
& muulcipel system Lor supplying itsell and its inbabiténts with
electric onergy for the purpose of light, heat and power has con=-
gtructed and placed in readiness Lor operation & hy&ro-elegtric

plant in Ssn Francisquito Cenyon, withk an installed capecity of

37,500 horse-ﬁower, axd proposes to coastruct additionsl ﬁy&ro-

eleciric plants gnd contemplates the possivilifty that 4% shall
acquire the steam-electric gonerating plant of Los Angeles Ges
and Zlectric Corporation, located in {the City; ard that %he City
dosgres V0 sell to coasumers within the City the electric enerpgy
produced at its said plants and t0 that end has arranged with
the Companies that, pending the payment 0L the purchase price
for sald electric distriduting sysfoma and tho conveyance sad
transier thereof %o the City, ssid systems shaell be operated fox
acconnt and benelit of the City.

Theo Agreement then provides subdbstantially as Zollows:

2. Thet f£rom and after Mgy I, 1917, watil and ine-
clubing July 1,'1917, gubject 0 an extencion Lor an additsomal
poriod, the Companies ehall operate sald distributing.systoms in
benglf of and for the account snd benelit of the City.

2. That duriaog the life of the Remporary bperating
Lgreoment, the Compﬁnies will tske and digtridute all the electric
energy‘gener&tea in the City's pldnts not distriovnted by the
City over Lits own electric systom and will supply £rom the plants
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0f 4he Companies such sdditional powexr &s 227 be necessary 4o

zoet the demends of sald consumers, provided that the quantities

0f olectric ezmergy 10 be teken and peid Loxr from the plants of

the Cozpanios monthly ghell no%t be less thaxn the eguivalent of
smounts, L£or the respective months of the year, corresponding to

g maximuxz yoarliy peak demsnd of 25,000 horse~power, at an sanuael
Lload Zactor of 8% leazst 36 por cexnt, and that the smomnts of
elecvric energy Lor the respective montas oﬁ“the yoeex and the
corresponding mexizmum aonthly peak demsnds axnd monthl& load Lactors
shall be as set forth in the Temporary Opersting Agreocmons.

3. That the Companios shell be paid Zor electric
eaorgy supplied by them, basod on sznual load Lectvor, 83 set Zorik
in 4ne Temporary Operating igreement, provided tast all pdyments
shall be based on the actual yearly loed Zacter, if such load
Zostor equals 36 per cent and if legs than 56wpor cext, nevefthe-

lega on & yearly loed factor of 36 per cent.

' 4. TQzat the Companios shall maintain azd keop =all
distriduting systeas in good operaiting condition and extend and
inprove the same 90 Lor &8s 2y DO NECO3ITETT .

5. That tke msintensnce and extensior o2 sodd Aistri-
buting systens and tho cozduet of the businecs theronndox s?all
be subfoct to the supervision and approval ¢f g bosrd cozslisting
of %wo roprosentatives dosignuted by the Board of Tublic Service
Commiszioners and 4wo reprosentstives designated by tre Compsnies,
witr & 23£%h person to de selected as sxbiter in cese the Zour
cannot agree, and that if the matter in dlspute Lc deemed 0X
sufficient Lmportence, tre board mey re;er the szme for settloe~
ment to vhe Reilroad Commission.

6. Thast the Compaszles skhall have charge znd control
02 all matters pextainirg to the operstion o2 tko dlstriduling
gystexs and the zaintensnce and extension thoreo?, swbject o

the anthority of said bvoard.

7. Tret the Compamies shall collect frocw consuxers




81l mozeys due for electric emergy supplied ond gonall pay to the
City daily the moneys collected less such mozceys &g are to be

vetained by the Compsnies,as provided by the Texporary Operating
Lzroonmont.

€. Drhat the Lompunies shall de entitled to retain

each month out of the amouxts collected by‘thom, a8 compersation
for the use, oporation and meintenance of their distriduting
systems, ineluding extensions, for the dexzefit of the City axd
for electric energy furnished by the Companioes, thne folloﬁing'
moneys: |

(2) Interest oz & sum determined &s horeiznsZter seot
£oxth in this opinioz.

{v) Tho actunal cost incurred monthly by the COmpxnies‘
for the opérétioﬁ and naintonaxce of the distiibuting systoas,

including 4axes and licenses, dut mot including replacements,
extensions or betterments.

(¢) Por electric ezergy supplied zonthly by the
Companies, s set Zortn in the Temporary Opersting Agreement.

(&) A& deprociation allowsnce &t the rate ol 3.%6
per cent pér'annnm, payable moathly on the basis sét Lortk in
the Temporery Operating Lgreemant.

9. That the sums peid to the Companies montkly as
an sllowance for depreciation shall comstitute & "iepreciafion
fond", whick shell be heldAin trust by the Companios and shall
bear interest at %he rate 0F 4 per cent per sxmum; that all
nocessery replaceméntséshall e paid out of seid fwnd at actunal
coats and that if the purchese of scid property by tae City |
ig consummuted, &by unexpended balsnce remeining in the "dopre-
ciation fund™, %together with accrued interest, shall beiong‘to
the City azd be peid by the Companies to the City, but thet 1f
' the City does not purchase tke prOpertj, the belance in gaid
“und shall remeixn tho property of the Companies.
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10. That tho Agreement shall terminate on July 1, 1917

subjoect to extension thoreof, at the election of the City, for an
additionel period expiring on July 1, 1919, with the right on tke
paxrt of tke City, at snx time,upon three months' wriften notice

40.teraingte the Agreement ard
given by the Board of Durbdlic Servicc Com.;ssio_ers,/suojeot a%s0 to

~termization by the voters of tae City at 2n election. ’

11. Thet the City will mot, duzing the 11fe of the
Qemporary Operating Agreeaent, without the cmsent of the Companies,
éonatruct electric distribuxing lines paralleling or dup;icﬁting
the‘distributing systemé of the Companies or anylpart thﬁréof,'
provided that this restriction shall not apply to the comstruction
by the City of lines for transmission or street lighting purbosee.

%2. Dbat the Temporsry Operating igreement shall be
subject to the spproval of the Railrced Commission. |

13. Tkat tke memborary Qpereting Agreement shall inure
t0 the benefit of and be binding upon the parties, their successors
and assigns.

‘The Asreement‘cohxains other provisions to whick it is
not necesséry hore to refer.

It wes agréed at the kearing that the Ruilroad Coxmission
seonld pass hereln only on the Temporary Opersting Agreement and not
on the Purchase Agrecmont, ho:einbefore referred to. It shouwld
e distincfly wndorstood that tne Railroad Commissfon does 2ot
torein in any way pass upor the Pﬁrchase Agroczent or any pfovision
thereof aund that if such agroeement should hereafter be presented
v0 the Rdilfoad Commission for spproval, *the COmmiséion will Dbe

Zree to consider eack provision thoreof without prejudicé from

anything éontained in the opinion and ordox herein.




IX. IZGLTITY OF TEMPORARY ORERATING AGREEMENT.

Protestants urge that the Temporary COpersting Agreexexnt
violates certain orovisions of the constitution and statutes of
Californis and of tpe charter of tke City of Los Angeles, anld con-
tend tret the Seilrosd Commission Zor this reason should not approve
the Agreoment. Z2rior to the heafing, @hese same points had heen
set Zorth in yroceedings brought by Los Lngeles Gas and Zlectric
Corporation against the City in both tho State and Federal courts.
Tne couxrts, and not the Reilroad Commisgsion, are vested with
autnority to decide wltimately wkhethexr the contentions of the
Los Angeles Ges and Electric Corporation in this behald are valid.
Oz the fsasets of thls case, wo 40 not considqr it necessary for‘
the Reilroad Commission to mske any ruling on these questions of
law.

iIl. PATR VATIUE OF COMEANIZST™ EBLECIRIC
DISCRIBUZING SYSTZEMS.

Tre Temporary Operaving Agreecnoent provides fh&t tze
Coapanlies shall retesin from the reveauwes collected by them, Zin-
torest at the rote of 8 per cent por snmum, payeble monthly, cn
the Zollowing suas: ‘

1. Dhe sum of $8,270,000.00, being the astumed feir
value on canuery 1, 1917, of the electric digtridvuting systems
02 the Compenices affocted by the Temporaxry Oporeting Agreexent.

2. Such sua a3 sasll de determined by tho Bailroad
Commiszsion as being the velue o the aistribufing systen. o2 the

Companies In +hat part of the City of Lo Argelos which 4ic known

a3 "Westgate Annexetion District”, &5 such system. existed oz

Janﬁamy 1, 1917,
' 3. The scvusl cost %o the Compexies of extonsions

and bettermesnts made to all salid propertiss aubsegﬁent to

Jexuary 1, 1917.




The Temporsry Operating Agrooment provides thet in case
+he City pays %o the Companies the purchase price of scild electric
Zstriduting systems, the City zbhall be entitled t0 a c¢credit on
tLo puxchace price of an amount equivalent 0 ono-querter of the
suas paysble to the Comparies Lor interest as zext hereinsbove
provided.

nae swua 02 $8,270,000.00, hereinvelore refexred %o,

is Cerivel c& shown ih Pable I.

Ceole I.

Dorivetion of Sum of %8,270.000.00.

Talue 02 electric distributing system of Southern
Califorale 2dicon Comrmny oz Juce 30, .
1915, 24ixed by the RaeLlroad Coxmissioz
in Declision No0.3625, i Application
No.l&z&,..l..llitll..ll.'l.....ll......ll...%,750,000.00

Additionz and extensions f£rom July 1, 1915 to
January L, 1917, .cccccceercsncnceaccancscsse 202,104.00

Value 02 electric distridvuting system of Pacific
Iight and Power Corporation, affected
by Temporary Operating Agreement, as oF
January l' 1917'...-...-----l..I...-_Il..l... 3.288.813-00

Total'...’l...‘.-..‘.....%’270.917.00

Doducted in moxing settlement, ..ccececercccacrrncnceces 917.00

Dotal fair value a8 poxr Agreement,....................$8;270,000.00

Lz slready indicated, the sum oZ $4,750,000.00 4s
amonnt Pixed by the Railroad Commission in Décision_Né.zszs
the just compensation to0 be paid by the City of Loz Angeles
the electric distridbution system of Southera Californls Edison
Company, witk cerisin minor exceptions, iz the City of Los Angeles
énd adlscent walncorporsted territory.

The detolils of the item of £232,104.00, beinz additions
ond extensions Lo +he elactric distributing systom 0L tre Edison.
Compeny £rom July 1, 1915 to Jamuary 1, 1917, ave Set forth in,
Exnidit No.l12 of petitioners herein. This exnibit shows that
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the sctusl cost of such additions and extensiors wos $259,819.22,

waleh sum is $27,715.32 in excess of the amount ccsumed iz the
Memporary Opersting Agrecment. Novertnoless, the perties bavTe
agrect %o this item or the basis of $232,104.00 as originally
agreed upon.
ne iten of &3,288,813.00, agreed upon by the parties

a8 the fair velue of the electric distriduiing system of Pacific
Light axd Power Corporation, affected by the sgreecment, is reported .
Py the parties to be the "investuwoent cost” of the yroporty ass of
October 1, 1916, With en estimated additional expenditure of
£20,000.00 for new construction during Novexver and December,l91l6.
The actusl expenditure for new comstruciion &nring_tﬁeso two monthe,
a5 showa in Exbivit No. 7 of petitioners, was'$12,624.od less than
the estimsted expenditures. Eere, tbo, the portics h&ve‘use&
the sum Lirst egreed upom, velng $3,288,813.00.

The items entering fnto this total sum ere set forth
in some detsil irn Zxhibvit No. 13 of petitiomers. The so-called
"savestment cost™ of the property as of October 3L, 1916, is, in
ieality, not & bBok cost but is the ostimated reproduction ¢oszt
rew of the property as of July 3L, 1912, as estimaved by s.C.Thite
& Company, with sdjusiments for sdditions and deductions subse-
quent to that dste to December 3L, 1916.. Attention shoald be

. dwawn to the fact that the overkead percentages used by J.G.

white & Company in their inventory and appraisal aggrogate
‘22,76 per cent on & proper base fLigure. In Application No.265l,A
being en application by tho 2dison Company and the Pacific Corpo-
ration for au order of tno Reilrosd Commission authorizing tke
consolidation 0f “hoir entire properties, vhe cngineers for the
Baison Company reported thet & reasonable sllowance for overhead
on the property of the ?acifié Corporation should not excoed 15
per cext. In this stme proceeding, Mr. Rchard Sechse, Chief

Zuglineer 0? the Reilrosd Commission, used 13 per cent.

nhore is no testinmony herein %o saow the va;ua oL the
| ~10-




Gistriduting systems of the Compsnies in that portion of the City

0Z Los Angeles whaich i3 kmown &8 the "Testgete Amnexetion District.”

There i3 also no testimony 10 show the cost of additions
and extensions 4o said elestric distriduting systems of the Con-
panies subsequent o January 1, 1917.

The TNemporsry Oporating Agreement further provides that
the COmpqnieS'éhall have the right o xretain out of the gross
revenunes received frox them Lnterest at the rate of 6 per Gont per
exanum from Mey 1, 1517, payable monthly, on the sma 02 $120,000.00,
bolng sewersunce damuge, as estimated by the parties, as the result
02 meking plant capacity idle. Mr.'R. E. Ballaxd, assistant'genorél ’
manager of the Edisorn Company, vestified that this smount had been

~fde£ived 02 vhe basis of the Railrosd Commiszion's decision-in said
Application ¥o. 1424, 0f the sum to be paid by the City of Los
angeles to the Edison Compeny as severance femages. Iir, Ballard
testified that he assumed that of theo Totsl soverance danmage of
1,578,000.00 determized by the Rof lroad Commission, the smount
of $712,301.53 represented charges on proporty of the Zdison
Compuny not to be iaken, t0 bo made teaporarily idle by reason
02 the soverance 0% the Zdison Company's Log Angelos proporties
and that by reason of the proposed sale of oleoctric energj bj
the Zdison Company +o0 the City during the verm of the ngporary
Operating Agrooment, +this amount will be reduced by $625,201.00,
leaving {dle plant carrying chaxges of the Edison Company, during
the continuance of tho Temporary Operating Agreement, amounting'
to only $87,100.55. Vr. Ballard testified that 55 per cont oFf
tois cmount hed boon sdded to ropresent ke as3umed seversace
damaces ©0 be sulfered by the Pacific Corporation wader the
Qeaporary Operatibg Lgrecment. The ratio of 55 per cent was used
for tze resson that the groseg rovenme of the Pacific Corporation
Zrom 1ts dusivess horoin under consideration was approximstely

55 per ceat of the gross reoverue froxm the Edison Company’s




business herein under consideratlion. There is nothizg iz “he
testimony borein to show deZinitely tke relatipnship‘betweon tho
property or dusiness ol the Eacific Corporation in the territory
borein affected and the remeining territory formerly sexved by
this company. The ratio of 55 per cent as used Lo the determina~

tion of severance daumages 0 be paid Yo the Pacific Corporation

is confessedly 20 nore than an spproxizmstion which wos agreed to

by the parvies.

IT. RLUE FOR ELIZLTRIC ENTRGY SOLL BY. COLIXLIILS
20 Llala

Iz tne Tomporsry Opersting Agreement, tho City agrees
to purchese Zrom the Companies electric emergy ot rstes rangling
downwoard 2rom 1.22 conts per X.W.E. t0 .5 cesnts per L.V.E., Qe~
posdeost upon varying snouel load Lactor, &nd %o purchasb and %0
pay enpusliy Zor ot lesst 25,000 horse-power at an snzuel load
Lactor .02 not less than 36 per cent.

The rates ot waick the City agrees to purchase from thne
Coupenies a1l electric energy required Zor distridution end sale

: and adjecent
in the City of Lot Angeles, IHAXIIIINAXXZCXY, waincorporated
YOXTLTOYT in excess of +the eleciric current produced in the

City's plants, are as Lukkoxx siown in Table II.
Tabdble IX. -
Retes to be Peid By Citg of Los hnzeles to
soutnern CLLLLOXYnis Laison QULRONYy &M

raclizle Lizat sn ower cornoration, oased
on VArvLing ALAT&L. LOSG J&CLOr3.

: Retes in Cents
Anvvel Load Factor. : Por Kilowatt Hour

:-.23
L.14
1.00
"« 909
836
774
724
<678




(favloe II Continued)

. Jates in Cents
sonusl Load Fector Por Xilowatt Eour

#5639
«604
546

Those rates arc besed on the cost of supplying electric

erexrgy &t the sub~-statlions of cach of the Companies, &g estimated

by the paxrties herein.'
Teble IIT skows the cotimate of swo-station cost gt
the actusl load Zsctors Ln 1915 and ot Lix an assumed loed Zector
2 36 per cont,*bot‘ for the Zdison Company and +the Pacific Cor-
poration, us estimazéd by'the Companies. -
Substation cost at actual and 36% losd factor, as estimated

07 Southern Colifornis sdison Comnany and sscific
Licht and rower Corvoration,

(Baced on 1915 oxpenses)

. Zecific Light and
=dison System Dower Swyatem.

56.9% L.7. 36% L.F. 52% L.7.

'

2roduction and Trancmis- , ' :
sion Zxpense . $ 509,013.93 & 437,920.28 § 230,027.00

Gonexrsl Zxpense . 86,210.09 86,210.09 .. 123,000.00

interest and Deprecia- -
. sion (10.42%) 1,3%0,559.93 1,3%0,559.93  2,385.000.00

State Daxes(5i%) - 106,705.00 102,766.40 - 160,000.00

- -

Additional Steanm Experse  77,400.00 51,602.00 - 65,000.00
. %0 correct for sverage '
watexr commditions

Correction for price of .
Faol 01l (1916) 18, 930.00

-

Total éorreéted o,
cost ‘ $2,109,888.95 $2,009,058.70 ,$5,053,000.00




meblo III Contixued)

Pacific Light and
Edison System Power Systen. '

56.9% L.7. 36% L.F. 52% L.3.

Substation ocutput .
in ZL.¥.E. 226,580,419 149,732,928 381,162,040

Eqnivaienx'cost _
per X.%.E. £.00892 $¢00922

illusted cost per K.W.E. . '
at 6% load Zaetor : : ‘ $.01335

 Cost at 365 L.F.
aliusted Loxr. diversity
{.01242 + 01335 )

Z X %06 ) =~ £.01262 per X.¥.E.

Lrbvitrarily reduced to ’ $.0122" per y -

Rate of $.0122 equivalent
on this basis to diversity
fector of - 1.096

Lttention should be drswn to the Zact thet in Tsble III’
e correction is made in the price of fwel oil in 1916.

If the weighté& sverage 0% cost of the two compenies
is wsed instesd of the simple average shown in Table III, the
totel weighted cost per X.T.E. for doth Eompanies woulq'be‘$.01292,
which cost, when adjusted for diversity of 1.06, is,$.01219.

Iz or independent estimste oX cost prepare& py tpe
Rellrosd Commission on the bagis of tho testimony submitted by
+he BEdlsoen Company und the 2scific Corporstion in Application No.2631,
& cost wes secured a8 chown in Table IV. This estimate is bdazed
on the coubined operstions of the unifiea systens of the Béison
Company and the Pacific Corporciion and allowance 18 Aéde for the

present incressed price of Lfuel 0il.




Table IV.

Bgtinatoed Sub~station Cost 2or 1917 fof Congolidated

Svateas o SOuLReTh Lo liloTnLs. TdLson company
Bnd recizic 51@52 and FOWOT COrnoratiole

Production Expense . , $ 621,000.00
TPan3MisSs400 EXPONSE ceecsccrscsccccenarcss - 141,000.00
Goneral and Miscellaneous EXpOnRSOescescecss 128,212.00
Interes‘: &nd. DGPI’CCi&‘JiOE(lO .42%) ' E RN ERYN] 3, 715. 560 -OO
State T8XeSecccvanas 273,224.00

Potal (1916 CONALLA0NE) enrnnoncaananns $4,878,996.00

Izncreased prico 0f Fuol Oll.ecececcosceccces 240,000.00
_Adjuatment of mu38~n--.-o..c--.ooa--o--o.o- 13_.440.00

Notel (COorrected).eesoass eeeneneeeces $5,132,436.00

Sub-station output.....'.-....-.......-‘... 567'740’000 K.w-H-

ﬁquiv&lenx Cost per L.W.XE cecccccanaas $ «00904

notel Cost Adjusted Zor
36% Annual Load PACtOT,cceccssneesss $5,031,606.00

Station Cuthus & 36% Load FaCt0r.ecesesssss 391,736,688 K.T.Z.

Zeuivelent Cost por X.W.H.

(36% Lrmaol Toed Factor)ecescecccons . 8 .01284
Adjusted for Diversity

(03284 ) por x.7.x. $ 01201

Rate 0£2.0122 Equivelent on this basis
t0 Divorsity Factor 0Lieecvscecane 1.052




From en cnalysis of tho costs shomn in Tedle IV, It

would appear Zroaa tho dats trve suppliod by the Companlies that the

rate of 1.22¢ per E.W.E. for clectric onoergy supplied by %the

Coxpenies ot an snauel L0ad Zsctor of 36 per cent clogoly epproxi~
metes the actusl cost to the Coxmpaxnioes.

Tre retey per X.Y.E. correszponding to load factors highkor
tkan 36 por cent, &s set fortkh im Ythe Texmporary Operating Agrec—
ment, cosform reasonadly t0 the varying cost of service at differ-

on% 2o0ad factors.

V. MINTITN AMOUND OF STECRRIC

PLID FOR 3Y CITY.

The Temporery Opersting Agreement provides that vhe
City stall purchese f£rom the Coxpanies during each monta az
amouzt of electric erergy correspondicg Yo s moximun yearly pesk
dexend of 25,000 norse-power, at sn suzusl load factor of st least
36 por cent. 7Thiz provision mesns thad the City is obiigated Vo
pay +0 the Comparies duriang each year for electiric ezorgy to <the
emouzt of approximotely 58,814,000 X.T.E. at the rsto of 1.32¢
per X.7.3., The minicwr annual poycent to be made oy the Cily To
+he Componies for electric enorgy shall thus be not less thexn
&717,5%0.80.

Protestantc vrge that the amomnt of eloctric enefgy
shus t0 bo paid for by the City to the Companies is in excess
02 the amount which the City will zeed in case its San Prercisg-
quito Canyon plent 4is oporated to cayacity. In ovhor words,
protestants uwrhe thet the City has dound i1tzelf eithexr to »ay
Z2or more electric energy thsn it needs or o permit Its Sexn Fran-
cisquito Ceayor plent to reasin pertially idle. Te have givexz
carofrl considerstion to this contention.

43 showz by Exhidid So. 17 of Petitioners nerelxz,
112,419,452 K. W. E. of electric exnergy wore delivered into the
distridvting systems of the 3dison Company snd the Pacific

-




Corporation from the various sub~stetiozs of these companies in

Tos Lngelos during the yesr onding March 31, 1917. This totsl
4003 no% inclule any electric energy sold by these componies O
4ne reilways. AS showa oy the same exhibit, the cdnsolidated
instantareons peakx ox the systems of boik compsnies in Los angeles
during the poriod stated was 20878 kilowstis, corresponding ©o

an aversge load Zactor of 41.6 per cexnt ard the highest 15 migute
pesk was 30,123 Xilowssts, corresponding to an average losd fLactor
of 42.6 por cent.

¥r. R. Z. Ballard testified that, in xis opinion, the
peak during the Lirst yesr of the Tempoxary Operailng Asreement‘
would be spovroximstely 37,506 kilowmats for the two systems, boling
an incréase 0L 21.4 per cent over the peck for the year ending
Moren 3L, 1917.  Applying this ssme rate of incresse To suwb-
station send-out, exelusive of energy supplied %o the wreilways,
4ne amount of electric energy delivered into Vthe electric disiri-
buting systems of tho Compenies in the territory alfocted duxring
the year ending April 30, 1918, would be approximately 136,477,200
Z. 7. . AS %ho City is obligated to purchase from the Coxpanioesd
58,814,000 Z. ¥. Z., & balance of 77,663,200 X. W. Z. would rezsin
%2 be supypliod from the City's geserating plaﬁz.

Both 4ke (ity and 4he Companies sllege that the San Jrane
cisquito Cuxyon hydro-electric plext is capsbdle oL gencrating
26,000 kilowatts, the 2111 pcak copacity of the plant, ot 40 pexr
cont arnmal losd factor. If tne plent wore required %o operate
continnously at & steady load it would de&elop, by wtilizing
81l +he availeble water, only adout 11,200 kiloweits. Ikis type
of plant {8 commonly knowa a5 & "peak load” plant,by reason of the

. .puture considorably in
®oct thet it is designed to carry pesk locds of sn intermittont/

-l ] -




excess 0Ff +tho normal continuous. capacity of the water which
operstes it. With the water aveilable, the City's plant should
be able 4o deliver on the powexr house switch doard about
98,112,000 X.W.H. per yéar. Assuning that 85 per cent of this
energy can be delivered out oL the ILos Angeles sub-gtatioz, con-
sideration being giver to traonsformation snd traxsmission lLosses
and +to the difficulty of regulation 50 &g T0O conserve all the
availeble water, the plant should be able to produce & maximum
02 83,395,200 K.7W.X. pexr yeur Lor dlstrivoution in the City of
Los'ﬁngeles. Towever, owinz to the nature of the loa&‘to be
supplied in the City of Los angeles, and +o the contract oblige-
tiozs &8 between the éity and the Companies, it is not likely
thnat the City's plent will be able to opercte at its full ultimate
capacity during the operations of the first year.

It appears Lxon the caleunlations hexeinbelore zet forth
Yhat on tho assumuptions herein contained, the City'c Saa Francic-~
guito Cunyon plent will be able to generate Zor aistrioution ot
of the Los Argeles sub-station sz spperent surplus of 5,732,000
Z.W.E. This surplus, however, 1z only an appaerext surplus ard
not g resl surplus, Zor the reason that the City will require
constantly increasing amounts o eloctric enerEy Lor distxidbution

4z certain secifons,

in its own distriduting system, which is comstantly voirg cnlo :ged/
and  for its own street lighiing service. Bearing these facte
in mind, it does not eppear that the miniumum requirement in the
Temporary Opercting Lgreement 1s warcasonadvle or that it will
necessarily.operate t0 the &isadwventoge of the Civy.

aAtterntion should be drewn to the Lact that under the
Nemporary Oporcting ALgroement, +the Companies shall have charge
and coatrol of sll matters pertaining to Yhe operction of the
digvributing systems. The Couwpenies ghall clso have initial con-

trol over the maimtenunce and exteasion of scid distriduting syz-

tens ené the‘qonduct of the buciness, dut with reforence to these
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matters, tho Compunies are suoject 10 the euthority of %he board

provided for in salid AZroomess.

he Railroad Coammission hae carefully considored eack
fosture 0f the Teaporary Oporating Asroehenz. nhle Agrecment is
2 businecs bargain waich was estered snto ot srm'c length by
ropresentatives of <he City of Loc Augeles aund o? tre Companies,
all of waom were sbly odvised and thoroughly wnderstoold wast was
being dore. The Railroad Commission is not hore called upon to
+sel? mavxe o bargain for the parties.. Tho authority of the
Reilroad Sommission iz confined To passing upon the dargaln
alresdy wede and Yo determine wacther thore is sxy provision 1z
+he Temporary Operaiing Agrecnernt Dy reasdon of which the Commis-
sion mey or should justly witnhold 4its epprovel <rom the Agreo-
mont. Thile there sre certain leatures of the Agroement which
7e night have worked out d52ferently hed we initielly made tho
Agreemony, nevertheless, we are satisfied frow & carelul enalycls
o2 the same, looking at the Agreoment in tko lsrge, that It
sponld ve approved.

Iz grenting suck epprovel, it must be distinetly tnder-
atood thab the Rsilrosd Commission 18 net thereby passing oo vhe
woasonableness of any rote now in ofZcect or on the'presence or
sbsence 0of discrimization wish refersnce %0 any Tate in ary por-
«son of the territory affected by tke Temporsry Opercting Agreoment.

As elready steded, we 40 nov nerein pacs on any poriion

o2 ~ne Durchase Agrecment.

we gubmit the Zfollowing Lorm of QOrder:




0Z2DE R,

& public hearing having beer held in tae above entitled
proceeding and the scme noving veex submitted and being now reedy
Lor decision,

IT IS HERZEY CRDERED *that the Teaporsry Operating
Agreement of April 30, 1917, Yoiween the parties heroto be aand

the sume is heredy apyroved.

The foregoing Opinion and Order are horedy approved
and ordered 2£iled as the Opinion and Ordor of *khe Reiirosd
Connaission of the te.oe ol Celifornia.

Deted at San Francisco, Californis, this 22n8 day

%ﬂu&w

02 June, lély.

Conaissioners.




