
DeciSion No. lot) rS-

BEFOP~ THE EAIL30AD C01~ISSION OF 

THE STATE OF CALIFORNIA. 

--000--

In the matter of the applio~tion of 
SAN JOA~UIN LIGHT AND PO~ CO~ORA~ION : A~p11oat1on No. 4064 
for ~uthor1ty to inerease eleotric rates.: 

Short & Sutherland and Murray Bourne for a~plicant. 

3. D. Marx Greene for the oities and towns o~ 
Bakersfield, Coalinga. Fowler. Frezno, Xings-

. burg. V.a.del"'a. Maricopa, Sanger and. Selma. ella 
counties ot Fresno, Kern ~nd Madera. 

J. A. Rinmen for Kern County Farm Bureau. 

DEVLIN, Commissioner 

OPINION _ .... --------
San Joaquin Light ~nd Power Corporation asks authority 

to i~crea3e its base rates for electrio energy by an amount • 
of twenty (20) per cent. or suoh other gmount as the Comm1s-

sion may deem fair and reasona.ble. 
"The Commission on May 28. 1918. after a careful inves"-

tigation of evidence introduced in applioation ot tbe San 

Joaquin Light and Power Corporation (Application No. 3531). 

is~ed its decision No. 5449 authorizing S~ Joaquin Light 

snd Po~er Corporation to charge and collect a surcharge of 
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10% in addition to .its regular rates. This' increase 

was to cover the c~timated increased cost of o~era­
tion during the year of 1918. ~s estimated from the 

evid.ence presented so as to ~llow applicant an 8% re-

turn on its investment for that year. 
San Joaquin Light and Power Co~oration al-

leges in this applio~tion that, due to uniorseen causes. 

at the time of the :9revious spplics.tion the costs of 

operation have materially increased over the previous 

estimates, and though the revenue incre~se hag be~n 

more th,~ estimated, applicant will have failed on 

December 31, 1918,~ to have earned 8~ on its investment 

for t~e year 1918 by approximately $189,000. This amounts 

to 1.44% below a.n 8'% ret'C.!'n. The main causes for the 

feilure to earn the return of 8%, as set forth in the 

application. are: 

1- A material increase in demands for ~ower 
by ~grioultur~l and industrial uses. 
reqUiring the gener&tion of approxi-
mately 20,000,000 K.W.ff. additional by 
steam. 

2- A shortage of hYdro-eleotric output of 
approximately 7,500.000 kilowstt hours 

below the ~reviouz estimste. 

3- An un~voidsble ~elay in construction of 
gas line to the B~eref1eld ste~ pl~t, 
and the reeultsnt increase in cost due 
to greater ~urcha.se of oil. 

Applicant alleges that, as a result of these 

ca~ses, and the resultant failure to C~ a full 8% on 

its pro~erty. it iS,not able to meet its truct deed 

requirements as to issuaDce of Donds, and cannot, there-

tore obtain the necessary monies to make extensions to 
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its system and construct new hydro-electric developmen~s 

to meet the increasing deQsnds on its system. 

The exhibits in this spplication which ere 

based in general u~on eisht months' records of actual 

operations snd e3ti~ates for the last four months, show 

that the rate base, revenue and expense tor the year 
1918 are estimated as follows: 

Rate base as of June 30, 1918 ~lZ 098 243.00 

Gross Eeve~:c.e 
Expenses other than De'P!n 

Net Operation RGvenue 
DepreCiation 

Net 

Earnings less than 8% 

$ 2 351 500.00 
1 293 526.40 

$""""l 057 973.60 
199' 159.02 

$ S58 814.58 
$ 189 044.86. 

The operating expenses, other than the cost of 

fuel and purchased power, have been practically as esti-

mated. Due to shortage of water not ~ev1ou3ly est1~ted, 

and unavoidable delay in the completion of applicant's 

gas pipe line by the time estim~ted, and after completion 

~ai l'lU'e to obtain the ss.s it he,s est1mD,ted., and. to the-

unprecedented incre~sed use of power, the cost of energy 

:purchased and of oil increased tl.nprox1mate1y '$195,523. 

The gross revenue of ~ppl~ant will closely a?proxim~te 

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

electric energy by ~griculturs1 consumers in excess of 

th~t of previous years, the sver~ge rate per kilowatt 

hour received ~as msterislly reduced. 

Applicant's estimate of operation for the 

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



basis of a normal yesr £or 1919 a~~licant's earn1n~ 
for the year wO"J.ld be as folloW8, assum1:c.g e. con~~:.o.-

~nce o~ the present 10% surch~ge: 
~ 

Rate Ease of Decomber 3l. 1918 

Gross Earn.ings 
~ense oth$r than De~!n 

Net Operation Revenue 
Depreciation 

Net 

Return in excess of 8'%. 

$13 868 541.85 

$ 2 63~ OGO.SZ· 
1 263. 332.34 

$ 1 S7~ 728.19 
213917.12 

$ 1 158 81l.0'1 
49 327.73 

Some time has elapsed since the cubmission 

of thts matter and f~om records of oporation ~ to and 

including November 30, 1918. with estimate tor December, 

it ap~ears that in all probability a~p1icsnt's electric 

earnings for 1918 will be $195,000 lees th~ ~ 8% re-

turn. The net return, atter deducting depreciation, 

will be approximately 6.5~fo on ~he rate base. 
It s.:p:pe$.l's at this time that, had. applicant's 

rates been increased by the ~rev1ous decision so that 

by December 31, 1918, eight per cent return ~uld 'have 

been earnea for the year 1918, ~ surcharge of 25% on the 

consumers' bills would have been re~u1red for the last 

7 mont~e. A fifteen per ce~t surcharge a~p11ed for 

twelve months would, however, have resa.lted in obto.il'l-

ing 8% return ~or 1918, ana would hsve been less bur-

denco~e on CO~$umer8. 
In decision No. 5449 in the ~revious A~~li­

cation No. SS3l, where a~p1icant was granted by the 

Commission an increase of 10%, ~fter discussing the 

need of maintaining applicant in a strong f1~nc1al. 
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condition during the national emergency, the presiding 

comm1ss1on~ states: 

"I see no reason for reducing the ret~n of 8 per 
cent \",!lien this Commission allowed. in :Decis-
ion No. 3241, even though operating expenses 
will very large~ incresseth1s year." 

. He thereafter recommends a 10% surcharge. be 8Pp~ied to 

all bi1lz. The result~t estimated revenue shoUld, it 

wa3 believed, have returned applicant sufficient to 

net an S% re~rn by Deoember 31. 1918. 

stated that: 

It is :further 

"If' the estimates herein made prove to be in all 
respects correct, the "surcharge" will meet 
this yea:r'e o'bligo.t:tcns 'by the end of 1918. 
If tho revenues should ~rove to be greater 
or the cost of service lees than herein es-
timated, thc surcharge e~ be remitted prior 
to December 31, 1918, while if the contrary 
should prove to be true, it can be permitted 
to remain in effect for such time as m~ b& 
necessary subse~~ent to December 31, 1918. 
In this way. a .flexible system will be pro-
vided by which. whenever 1918's obligations 
have been met, the surcharge \vi11 be auto-
matically termi~ted." 

It appeare, from the evidence now before the 

Commission, that due to unforseen conditions, the sur-

charge granted was not sutticient to give the necessary 

retnrn, an~ that applicant Will, in all probability, not 

recoup for 1918 the aeficit below an 8% return beiore 

the last of 1919. or first of 1920. unless the surcharge 

is further inc~eased. 
Applicant'z hyaro-electric ~ower plants'were 

short of an average output by approximately 30,000,000 

-5-
0?~ 
V·.~~~) 



kilowatt hours in 1918, and st least 55,000,000 kilo~att 

hou.rs short of wh!1.t would be :9roduced during a normsl 

year. At the price of oil in effect in 1918, this rep-

resents a cost above the average ot approx1matel1' 

$250.000 pcr a.nnum. and $.:9:pronms.tel~ ~~400,OOO mor'e t~'lSl'l 

would have occurred had 1918 been a.~ear of normal rain-

fall. It is apparent to me, therefore, that with th~ 

10% s~chsrge applied co~tinuouely, applicant would re-

ceive over a cycle ot years on the ~ver~e slightly in 

excess of 8% return. 
Appl10ant is faced with the' urgent neoessity of 

iurther developments ot hyaro-electric power. Its ~res­

ent plants arc not suff1:ient to meet the demands of ex-

isting consumers and t~ose whose a~pl1cants have been 

already filed with the co~p~ unless at least normal 

water conditions preva~l and only then by operation of 

its steam plant to full ca.pacity. Develo:9ment of ~dro 

~lants' \ntAout further delsy must be made in order that 

a. serious shortage of power be averted snd also that 

the development of the S~ Joaquin Valley be not inter-

fered with due ,to lack of available power for agriculture 

and for industrial developments. 

o~ a ~5,OOO k.w. p~ant on Snn Joaquin River re~iring 

tl.D. investment of Q.~:proxirn.ately tl. 750 .000 to bG crpended 

in the next eighteen mont~. In aOoa.1tio'Jl to this, ex-
tension and improvements to its ex1~t1ng transmission o~d 

distribution 3yatem will re~uire £urther expenaiturea of 

approximately $1.250,000, or a total of $3.000,000 during 
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1919. ana,the :!irst ps.rt of 1920. Applicant contends 

that it must obtain most ~,f this money trom the sale of 

bonds. 
A~:plic$D.t's trust de~d rcq,uires that jLts net 

els.rnings :foX' the 1'receditlg 12 months must be tv-lice the 

1nt(ereet ol::. bonas outsta.."ld.in,s a.nd bonds to be iss'!led 

beto!"c bonds can 'be iS~f~d.. 

presented, ~pplic~.t ':1111 in all probabi11 ty be o.b1tC to 
isz:ue slightly in ~xcess ot $1.000.000 of bonds by the 

sh10vJing on June 30. 1915'. if the present surcharge eon-

ti.nues .. Wi tr. a. 2~~ eurch\!l.rge for 6 months prior to . 
that dste. it he;'s been 13stimated tho.t a.t least $2,000,000 

of bonds can be issue~ by the time the June statenlent is 

s.vailable. No bond.s e·~ be is sued prior to the :s'ebruary' 

13hoW'lng.. Applicant believes that it can sell the bonds 

which can be issued under the trust deed at a fair £igure. 

I do ~ot consider the requirements of the trust 

deed as a com:r:>elling ;r'eason ior a...."'l. 1ncree.~e of r~tes.. IfL 

this case .. however. S,l,plicant has f'a11ed to earn the rstf~ 

of return which thi s Commission .in i tz decision3 Noo. 

3241 and 5449 found to be f~ir I~d. reasonable. I see 

r!o reazon st this tiDle to cons:i.der 9. lesser r(~tu.rn· ie.ir .. 

R~tes should po~eess re~~o~~ble stability and 

not 'oe subject to flllctua.tion :from ye'!JX to yoar with 

variation in cost c~used. by :fJ .. uct:;te.tion in su:p:!?ly o'f 

hy'dro-power. 
least a.fford to pay increased rates during dry ye ers a'ad 

should not be required to. It mnst be e~pected that 
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on wet years applioant's net return will exeeed the 

avera.ge, and on dry yea.r~ fall 'below ,the a.verage. To·, 

make possible the rea~ finaneing th=ough bonds by 

a~p11eant within So period of So few months would re-

qu.ire a material ineretLse of rates at this time. The 

existing customers of ~p,li~ant must be given co~­

sideration and not be burdened with nn excessive 

inerease for a ehort period of time in order that 

s~ecial financing might be esrried out by applicant 

to meet new developments. New developments however 

are necessary and the soonor the7 are made the sooner 

will reduced rates be ~ossible. 

A surcharge of 15% on the compsny bills to 

con~~era i~ applied for approximately 12 months will 

for, 1919 estimated conditions re~lt in s net return 

sUffieient to net applicant an average of 6% return 

for the two years of 1918 snd 1919 and also make pos-

si ble the issuance by Stm JoaqUin L1,ght snd Power 

Corporation of approximately $3,000,000 of bonds by 

Decc::lbcr 31. J,919. The above is based upon a. normal 

ra.infal1 year for 1619. 

Considering both the right of existing eon-

sumers and of new eonsumers as well as the needs'of 

the utility snd tr.e need of fUrther development o~ 
• power in the San Joaquin Valley it is my opinion that 

a sureharge of 15% is a rea.sonable and fair one to 

eharge. 

On tho basis o! 1918 conditions, such s 

surcharge ap~lied for twelve months would"have re-

sulted in sn increase sufficient to ~et applieant 
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8% even under the 3~eoial conditiono! drought existing. 

A~plied to the first 2ix months of 1919, the additional 
, ' bonds in the sum of 

oharge should ~e p02si~le the issuanee of/$450,000 1n 

exoess of that 'ODder the existi:cg surcharge. 

I recommend that applioant be grante~ authority 

to oharge s suroharge of 15% on 011 bills based on regular 

meter readings taken on ~d after February 15, 1919, and 

for all flat rete servioe rendered on end after ~ebruary 

1st. The Commission vdll kee~ careful account of appli-

cant's revenues and expenses from month to month and in 

case the suroharge returns applicant the necesBary revenue 

prior to ~::)llue.ry 1920 suc:o. step= as appear necessary will 

be t~cen to remove sa~e. 

I recommend th~t the entire surcharge of 15~ 

herein ~thorized automatically terminate as set forth 

by the Commission in this order in Jsnucry 1920 unless 

further ordered ~rior to January 15, 1920. 

I submit berewith the following fo~ of Order: 

o R D E R -----... 
San ~oaqui:C Light ~d Po~r Co~orstion having 

tiled herein its 'petition asking authority to increase 

its rates charged for electric energy by making a temporary 

surchsrge as indicated in the opinion which ~recedes this 

order, public aearings heving been held, this proceeding 

'having been submitted and being now ready for de~ision. 
The Railroad Commission hereby finds as a f~ct 

that the existing rates tor electric energy sold by the 
S~ Joaquin Light and Power Corporation together with 
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the surcharge now authorized are, under existing condi-

tione, unjust and unressonsble and that the rates herein 

established are just and reesonable rates. 

Basing its order on the foregoing finding o~ 

f~ct and on the other findings of fact which are contained 

in the opinion w4ich precedes this order, 

~he Railroad Commission hereby authorizes S~n 

Joequin Light and ?ower Corp.or~tion to charge and col-

lect s. temporsry surcharge of fiteen (15) per cent to.be 

added on each and every bill for electric servioe, based 
. 

on the regular filed sche~ules, rates snd contracts, ef-

fective for all'regular meter readings taken on and after 

February 15, 19l9 and pr10r ~Q January 15, 1920 Wh~f~ 
, -

metered service is rendered ~d e~~eQt1ve ~or ~1 ~~~~ 

rate service rendered on snd nftor Fobruary 1. 1919 and 

prior to J~~~ry 31, 1920 unless ordered otherwise by 
this Comoission prior to ~enucry 15. 19Z0 upon tae ~ol-

, 
lo~ng con~itions: 

l- This order shall not be construed as disturbing 

t~e structure of rates established by this Co~ssion,in 

Doc1eion ~o. 3241. to be oharged by S~ Joaquin Light and 

Power Corporc.t1on; but said cor:poration, in addi t10n to 

showing on its b~lls for electric energy the amount ~ue 

under the ra.tes ·h.ereto:foro estab11she.d by this Comr.".iss1on 

in sa1~ decision, shall also show separately the surcharge 
herein authorized. 

2- This ~roceeding is hereby kept open and the Rail-
road Co~1ssion hereby retai~s jur1sdiction to issue a 

supple~ental order terminating such surcharge whenever 

the revenues of Ssn Joaquin Light ~d Power Corporation 
received thereunder sA~l bo su~tio1ent for the purpose 
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speei£ied in the o:pi,nion which preceds this ord.er ~ and to 

m~ke such other order or orders as' mny seec just nnd proper. 

The :a~ilroad. Commission hereby or clers that San 

Joaquin Light and Power Corporation sh.ell file Witb the 

R~ilroad Commission on or before the 30th dSf of each mo~th, 

reports in such. form as msy 'be :prescribed b;;;l the Commission. 

showi~ the results of its operations from electrio business 

and such other information ~s the Commission may deSignate 

from time to time. ... 

The foregoing opinion and order sre hereby ap-
proved snd ordered filea as the opinion and order of the 

Railroad Commission of the State of California. 

Dated at San Francisco, California 

this 30--.dc.. d.e-y of J~:o:a.ary. 1919. 

CommiS5ioners. 

, 
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