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BEFORE THE RAILROAD COMMISSION OF

THE STATE OF CALIFPORNIA

-~000==

In the matter of the spplication of : .
SAN JOAQUIN LIGET AND POWER CORPORATION :  Avplication No. 4064
for authority to imcresase electric rates.:

Short & Sutherland and Murray Bourne for sapplicant.

B. D. Merx Greene for the cities and towns of
Bakers?field, Coalinge, Fowler, Fresno, Xings-
‘burg, Masders, Maricops, Sanger snd Selms end
counties of Fresno, Kern and Madera.

J. A. Hirmen for Kern County Farm Buresu.

DEVLIN, Commisaioner

San Joequin Light and Power Corporatioﬁ asks authority
to izerease its basc rates for electric energy by an pmonnt
of twenty (20) per cent, or such other amount as tie Commis-
sion may deem fair ard reasonable.

‘The Commission om Mey 28, 1918, after & careful inves-
tigation of evidence introduced in application of the San
Joaquin Light and Power Corporation (Avplication No. 3531),
1sguel its declsion No. 5449 authorizing San Josquin Light

and Power Corvoration to charge and ccllect o surcharge of




10% in addition to .i%ts regalar rstes. This inerease
was to cover the cstimated increased cost of opera-
vion during the year of 1918, =28 estimated from the
evidence presented 80 a¢ to allow gpplicant an 8% re-
turn on its investment for thet year.

San Joagquir Light and Power Corporation gl
leges in thié applicetion that, due to unforseen causes,
at the time of the ovrevious spplication the coste of
operation have materielly increased over the previous
estimates, and tonough the revenue increase hags been

more than estimated, opplicant will have falled on

December 31, 1918, to have carmed 8% on its investment

for the year 1918 by spproximately $189,000. This amounts
40 1.44% below an 8% return. The main cemses for the
feilure to earn the return of 8%, as set forth in the
application, are:
1- A material incresse in demands for nower
by agriculturcl and industrial uses,
requiring the generstion of approxi-
metely 20,000,000 X.W.H. sdditiomel by
stean.
2= A shortage of hydro-electric output of
appvroximetely 7,500,000 kilowatt hours
below the orevious estimate.
3= An unavoidcdle delay in construction of
gas line to the Bzkerafield ctesmm plant,
and the resultant incresse in cocst due
to greater vurchase of oil.

Applicant alleges that, as s result of these
censes, and the resultent failure to carr a f£ull 8% on
its proverty, it is not sble to meet its truct deed
requirements as to issuance of bonds, and cannot, there-

fore obtain the necessery monlies to make extencioms to




its system and construct new hydro-electric develovments
%Yo meet the increasing demands on i%s system.

The ex@ibits in this spyplication which are
baged in genersl upvon eight months' records of sctual
oncrations and estimates for the last four months, show
that the rate base, revenue ond expense for the year

1918 are estimated as follows:

Rate base as of June 30, 1918 R13 098 243.00
Gross Revenue $ 2 351 500.00
Zxpenses other than Depln 1 293 526.40
Net Operstion Revenue 5L 087 973.60
Depreciation 199 159.02
Net 8~ B59 S14.58

Zarnings less then 8% $ 189 044.86

The operating expenses, other than the cost of
fuel and purchased nower, have been‘practically as esti-
mated. Due to shortage of wster not meviously estimated,
and unavoidéhle delay in tne completion of applicant's
gac pipe line by the time estimeted, and after completion
failure to obtain the gas it hes estimated, and to the
unprecedented increcsed uwse of vower, the cost of energy
purchased and of oil inereszed svproximately $186,523.

The grosa revenue of applicant will closely adproximate

the Commission's estimate, but due to inereased use of

eleciric energy by agricultural consumers in excess of

that of previouns years, the sverage rate per kilowatt
hour recelved was motericlly reduced.
Aprlicant’'s estimate of overstion for the

twelve months ending June 30, 1919, show that on the




basis of a normsl year for 1919 applican‘c’s G&fm.ﬂg
for 4he yeer wowld be ac follows, gssuming a convin-

nance of the present 10% surcharge:

Rate Base of Decomber 3%, 1918 $13 868 541.85
Gross Earnings "8 2 636 060.53
Expense other thsn Devin 1 263 332.34
Net Operstion Revenue T 572 T58.19
Depreciation 213 917.12
Net $1 158 81L.07

Return in excess of &% & 49 327.73

Some time has elspsed since the submission
of thls matter and from records of operation wp to amd
ineluding November 30, 1918, with estimate 2or December,
1% epvears that in all probadility applicant's eléctric
ssrnings for 1918 will be $195,000 less thox an 8% re-
gurn. The net return, sfter deducting deprecistion,
will be approximately 6.50% on the rate base.

It appears st this time that, had. applicant's
rates been ineressed by the vrevious decision so that
by December 31, 1918, cight per cent return would have
been earned for fhe year 1918, o surcharge of 25% on the

copsumers' bills wownld have been reguired for the last

7 months. A fifteen por cent surcharge applied for

twelve months would, however, have resulted in obtaln-
ing 8% return for 1918, and would have been less bur-
densome on consumers.

Tn decision No. 5449 in the rrevious Apdli-
cation No. 3531, where avplicant was granted by the
Commiscion an increase of 10%, after discussing the

nreed of mainteining spplicant in & Strong financisl.




condition during the nationsl emergency, tie yresiding

commissioner states:

"1 gee no reason for reducing the return of 8 per
cent which this Commission sllowed in Decis-
jon No. 3241, even though operatling expenses
will very largely incresse tais yeaxr."
fe theresfter recommends a 10% surcharge be sprlied to
a1l bills. The resultent estimated revenue should, it

wa2 believed, have returned applicant sufricien? to

net an 8% return by December 31, 1918. It is farther

stated that:

"I the estimates herein made prove to be in all
regpects correct, the "surcharge” will meet
tols yesr's obligaticns by the exd of 1918.
I{ tho revenues should vrove to be greater
or the cogt of service less than herein es-
timeted, the surcharge can be rexitted prior
to December 31, 1918, while if the contrary
gshould prove to be true, 1t can be vermitted
to remain in effect for such time as may be
necescsary subsecuent to December 31, 1918.
Tn this way, a flexible system will be pro-
vided by whica, whenever 1918's oblizetions
ksve been met, the surcharge will be auto-
matically terminsted.”

It eppears, from the evidemce now before the
Commission, that dme to unforseen condifions, the sur-
charge granted was not sufficient to glve the necessary
return, snd that avplicant will, in all probebility, mot
recoup Ffor 1918 the deficit below an 8% return beforé
the last of 1919, or first of 1920, uwnless the surcharge
is fnrtper increased. |

Applicant's hydro-electric Dower plants:' were

snort of an aversge output by spproximately 30,000,000

-




kilowatt hours in 1918, and st least 55,000,000 kilowatt

hours‘short of whet would be vroduced during a normal
year. At the price of oil in effect iﬁ 1918, this rep-~
resents s co8t adove the average of aprroximately”
4250,000 per samum, snd gvproximstely $400,000 more tiam
would have occurred had 1918 been a.yeaxr of normel rain-
fall. 4 is apparent to me, therefore, that with the
10% surcherge applied continmously, applicant would re-
ceive over a cycle of years on thé eversge slightly in
excess of 8% return.

Apvlicant is faced with the urgent necessity of
furtrer developments of hydro-electric power. Its pres-
ent plants arc not sufficzient to meet the demamds of ex-

isting consumers and those whose applicants have been.
already filed with the coxpany uwnless at least normal
water conditions preveil emd only then by operation of
its sfeam plant to full capacity. Develorment of hydro
olants without further delsy must be made in order thet
e serious shortage of power be averted and also that

the development of the San Josguin Valley bte not inter-
fored with due to lack of sveilable power for agriculture

and for industrial developments.

ADpLicans pressnss & plen Lov ¥ho fevelepment

of a 16,000 k.w. plant on San Joaquin River requiring

an investment of svvroximstely $1,750,000 to be cxpended
in the next eighteen monthas. In addition tvo this, ex-
tenszlon and improvements to 1ts exlsting transmission and
distribution system will require further expenditures of

approximstely $1,250,000, or e totel of $3,000,000 during




1919, and the Lirst psrt of 1920. Applicant contends
+hat it must obtein most of this money from the sale of
bords. _
Avolicent's trust dexd requires thet its net
eurnings for the u*eceding 12 months must be twice the
interect ox bonds outstanding and bond" to be issued
before bonds csn be isswed. On the basis of evidence
presented, applicamt w1l in all probability be oble to
1ssme slightly in excess of $1,000,000 of bonds by the
showing on June 30, 1919, 1f tkhe present surcharge con-
tinues. Witk o 20% surcharge Lor 6 months »rior to
thet dote, 1t has boen sotimsted that st lesst $2,000,000
of bonds can be issued by the time the June.statement is
available. No bonds can be issued prior to the February
showing. Applicant believes that 1t cen sell the bonds
waich can be issmed under the trust deed at a falr figare.
T do not comsider the requirements of the trusi
deed oS o comvelling resson for an inerease of rates. In
thiz cese, however, spplicent has failed %o earn the rato
of return which thisz Commission in its decislons Noc.
324] and 5449 found to be fair aznd reasonabvle. I see
re reason ot this time to consider o lesser roturn’ fair.
Retes chould posgess reasonchle stability and
rot be subject to fluctuation from year to yoar with
veriation in coct ccuced by fluctuetion in supnly of
hydro-power. In gemersl, spplicant’s consumers can
leadt afford to pay imcreased rates during dry yeers and

should not be required to. + mast de expected taat




on wet yesars applicaﬁt's net return will exceed the
average, and on q;y yeare fall below the average. To~~h
aske possible the ready financing through bonds by
gvplicent witnin s period of a few months womld re=

guire a materlal increase of rates ot this time. The

existing customers of gpplicant must be given con-

sideration and not ve burdened with an excessive
increase for s shortlperiod of time in order that
special financing might be carried out by applicant
to meet new developments. New developments however
are necessary snd ‘vhe sooner they are made the sooner
will reduced rates be possidle.

A surcharge of 15% on the comﬁany bills to
concumers if applied for avrroximetely 12 months will
for. 1919 estimated conditions result in o net return
sufficient %o net apdlicant an average of 8% retwrn
for the two yeers of 1918 snd 1919 epd also make DoS=
sible the issuance by Sen Joasquin Light and Power
Corvoration of approximately $3,000,000 of bonds dy
December 31, 12i9. The above is based upon 2 normal
roinfall year for 1O19.

Congidering both the right of existing con-
suxzers and of new consumers =8 well es the needs of
the utility a2nd the need of further develovment of
power‘in the San Joacguin Valley it ie my opinion thal
a surcharse of 15% is a reasonable and fair ome to
cherge. |

On the basis of 1918 conditions, such =
surcharge svvlied for twelve months would have re-

gulted in an increase sufficient to net arplicant




8¢ ever under the apecial condition of drought existing.
Avvlied to the first six months of 1919 the gdditionsl

charge should mcke po°31ble the issuanve of/§23g8038 g oum of
excess of thet under the existing surcharge.

T recommend that applicant be granted suthority
to charge a surcaarge of 15% on all bills based on regular
meter resdings teken on and after Fedruwary 15, 1919, and
for all flet rate service rénﬁered on end after February
lst. The Commission will keep cereful =ccount of srpli-
cent's revenues and expenses from month to month and in
¢ege the surcharge returns apylicant the necessary revenue
prior to Jonuary 1920 suca stepc as appesr necessary will
be tsken to remove same.

I recommend that the entire surcharge of 15%
herein authorized automatically terminate as set forth
by the Commigsion in this order in Jarmery 1920 unless
forther ordered wrior to January 15, 1920. |
| T submit herewith the following form of Order:

San Joacuir Light and Power Corvoration baving
filed herein i1%ts petition asking authority %to increase
its rates charged for electiric energy by making a temporary
surcherge as indicated in the opinion which precedes this
order, public hearinge heving been held, this rroceeding
"having veen submitted and being now ready for decision.

The Rgilrosd Commission hereby finds 25 a fact

thet the existing rates for electric energy sold by the

Sen Joeguin Iight end Power Corporation together wiih




the swrcharge now guthorized are, under existing condi-
tions, wnjust and unreasénable gnd thet the rates herein
esteblished are just and ressongble rstes.

Basing its order on the foregoing finding of
fact and oﬁ the otrher Iindings of faect which are contsined
in the opinion waich precedes this order,

The Railroad Commission hereby authorizes San
Joequin Light ond Power cOrpofation to cherge and‘col-
lect a temporsry surcharge of fiteen (15) per cent to. be
added on esch and every bill for electric service, based
on the regular fiied schedules, rates and contracts; of-

fective for all regular meter readirgs taken on end after

Tebraory 15, 1919 and Prior %9 Jaligry 1, 1920 Thete

metexrcd sexrvice ig rendered and.'o:t:feotivo for all flat

rate service rendered on snd aftor Februsry 1, 1919 and
prior to Jemwery 31, 1920 wnless ordered otherwise by

tals Commission prior to Jemwary 15, 1920 upon the £ol-

lowing conditions:

1- This order chall not be construed as disturbing

the structure of rates established by thais Commiséion,in
Doecision No. 3241, %o be chargedlby Sen ioaquin Light and
Power Corporction; but said corsoration, in sddition to
showing on 1ts bills for electric energy the smount due
wnder tae rates leretofore established by this Commission
in sgicd decision, shell also chow separstely the Surcharge
kerein authecrized. |

2~ This wroceeding is heredy kept open snd the Rell-
road Commissiorn hereby retalns Jjurisdiction to issue g
supplemental order terminating Such surcharge whenever
tae revenues'of Sen Joogquin ILight end Power Corporation

recelived thereunder sasll be sufficien?t for the purpose




specified in the opinion which preceds this order, and %o
make such other order or orders as may seen just znd proper.

The Reilrood Commission heredy or ders that San
Josquin Light and Power Corporation shell file wita the
Reilroad Commission on or before the 30th day of each month,
reports in such form o8 mey be rrescrided by the Commission,
showing the results of its operstions from electric business
ard such other information a8 the Comnmission may dezignate
from time to time. -

The foregoing ovinion amd order are heredby av-
proved end ordered filed as the opinion and order of the

Reilroed Commiseion of the State of Californis.

Dated at San Francisco, Californis
this 30'76£‘_ dey of Jammary, 1919.
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