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Decision No. 6285 . ' 'U Uu wUuuu \.\L'::

BEPORE TEE RAITR0AD COMMISSION OF TEZ SUATE OF CAUIPORNIA

o,

=000~

In <re Liatter of the Application of the

NORTETRY CALIPORNIZ POWHR CONPANY,

CORSQOLIDAZED, & corporauion. for an or- : Application Ko. 4028
ger a“*borizing it %o incroacse its retes

snd chorges for electiric energy.

Allen P. uattnew, Lor applicant,

Borricon & Haorrison und W. P. uohnuon fox
Zos LoXinos Lend Co.

Zorrison & Hurrison eand Herold Wheelor Zor M.I.M.
Cone, Ccxe 2rneh Co., Cone & TWerd Compsny end
Mary 2. Runyon.

Wilson & Wilson, for Leland Stanford Jr., University.

We D illcwuon. Ciiy Avtorneyy foxr City of Redding
end Yountelin Copper Company.

Earry Donnolly. City Attornoey, for City of Kennott.

Z. L. Rondall, City Attormey, fLor City of Corrning.

Bacigalupi & g_kus by Chaxrles De Y..Elkus, Zor the
Provident I*r;gation District.

LAlfrod Sutro ond 0. Egloston, for the Urited
utates Jmnl‘inﬁ, Po*ini“g and M;ning Company.

R. F. Lewiz, Lor Skasts Dredging Company. |

. Ecilligter for Antelope Creek and Red Bluff
»l'a‘tcr Co.

Cnicsnring & Gregory sné J. S. Eou,emrn, for

Somers @ Company.

TDGERTON, Cormmissionor:s

In tkis procoeding Noxrthern Calitornia Power

Conmpany Conselidsted aﬁpliés_for authorisy to Iixzecresce L%z rs<tez and




chaxrges for eieétric£t§, allesingvthatvits operaiiﬁg
expenses have increased 1o such an extent as to‘ﬁecesa
sitate Lncreased revenue in'prder to obtaln a4 reaTon-
gble return from 1%tc business and to preserve ite
‘inancial status. |

Applicant originally vrayed for certain
specific incresces in 1ts rates in the form of sur-
charges for its several clesses of service, But ameonded
its petition requesting,relicfvin whatever form.the'
Commission might deem prorer.

Noxrtiern Califoznia Power Comvany, Conyoli-
dsted herecinsfter referred to ss appliceant, 4s engqged
in the gemeration, tronsmizsion and distrivution of
electricity, the production an&.distribuxionQoffgga
end 1in the.service of water in the ndrthgrn end of-the
Sacramento Valley. It gupprlies most of the principsal
commmities in this section, irrigation loed in the
rursl districts sud considersgble mining and smeltiﬁg'
ioa& at the nortierr end of its system. This proceed~
ing embraces epplicant's electric businessﬁonly,.

 The Ra;lroad COmmi sién fized the electric
rotes of Northe*n Celifornia Dower Company, Congoli-
dated in Decision No. 3624 in Application No. 1625 -
ond in Cases mumbers 675, 676, 677 and 711 (Vol. XI
Opinions'and-Ordefs of the Railrosad Commission of the
Stete of Callfornis, vage 37).
The dommission exhaustively investigated

all of theAaffairs of the Company, and by Deciéion NO e

3624 established_elcctrié,,gas‘and water rates. All f




cuestions of valuation were thoroughly covered in this
previous yroceeding snd the figures there fourd wAll be
used as'a basis Lor the vyresent cgritel wpon which re-
torn L2 to be carned;

Applicant’s claim for rate incresses at thism
time involves three principal factors:

Pirst,. an increase of approrimately $100,000.
Per snnum in operating exponses.

Second, a vrobable losz in revenue dume to the
roturn to former conditions in mining,
smelting and irrigation, amd -
Third, the inclusion of annroximately $1,300,000.
of hydroelectric properties which were classed
as nonoperative in 1916 st the time Deocilsion
No. 3624 supra was hended down, which prover-
ty epplicant now ¢laime has, by reason of the
growtkr of Lits Load, bvecome Lully operative and
wpon which it is therefore entitled to carn s
| Applicant’s business of 3upplying electricity st
the northern end of the uacramenxo Valley has grovm subd-
stextially since it° incevtion, and part¢culaxly since 1915.
This growth.has veen irregnlar. By fsr the largest portion
of the energy sold by applicesnt is for mining operatioﬁs;
for irrigetion pumping snd at wholesale to Pacific Gas &

Electric Cdmpany. The activities of the mining in&ﬁstries

of this section are sthjedt to wide veristion from year to

Jear with o comsequent effect wpon use-of'powef and upon
the eernings of applicant.  Similarly the use of ?ower‘iﬁ
1rrigaxion iS-adveroel? gffected by °ea~ona1 ré1nf$l1, and
the sale of power %o the Pacific Ges & Electric Combany is
governed vertly by the domend of that company an& naxtly




by thé aﬁounx of power aveailable on applicant’'s sysfem not

otherwise absorbed oy ife own loszd.’ |
Northern Californis Powexr Company, Consolidated

- is exclusively\an‘hydxoelectric wtility, there being no‘.

3tean reserve; Thig 48 of particular moment in the precent

instance whext contrasted with other utilities inm this’se¢tibn

0f the state. for thq largest factors in the,in¢feésed'cost'

of %the others has been étfributable'to\fuel'qil vrices.
Applicent's grogs revexme and opersting expences

by twelve months periods have beon as follows:

T4BIE I _‘
NORTEERN CATIFORNIA POWER COMPANY, CONSOLIDATED
RIZCTRIC DERARTMENT
GROSS. REVENUES AND OPERATING EXPENSES

rd

, . Maintensance
Gross. % Operating
Zevenue Exnense

Year exnding June 30, 1916 £ 153,689, $242,222.
Year ending December 31, 1916 768,788, 245,601 .
Yesr ending June 30, 1917 7L, 527. 254,857.
Year ending December 3L, L9l7 882,102. 261,135,
Yoar ending June 30, 1918 1,015,382,  283,762.
Year ending December 31, 1918 |

(pertially estimated) 1,045,814. 300,021
Yeor ending December 3L, 1919 ‘

(applicont's estimate) 962,519. 363,426.

An apparent stosdy growsth has occurred‘to-thé end of

1918. Eowever, if the itemz which make mp these figﬁrés yeur
by yeer be examined it s found “hat each -class of buSiness

menmione& above hes been szublect To wide varistion. The




greatly 1ncrea30d;revenue of the year 1918 iz thé roeult of

expansion in mining and smclting occasioned Yy the war, by
greatly enlarged activitics in drrigation, duwe not oxly to
8 very dry-ycar bux'&ue also to'the extensive cultivation of'
rice and to a uhortage of vower. on the other electric systems
in tkis section of the state waich permitted applicent herein
%0 supvly 21l of its exces s available during the axy. seasonv.
The figureu of operating expense. in Table I
- above, cover only the maintenance and operat on of the nrop-‘
ertics, not including aﬁy'taxes,-reserves; or depregigtion
sllowance, and repéééent,only spplicant’s outléy for lsbor,
material andlincidenxgl caarges clﬁssed‘aé direct operat;ng._'
expense. Tt will be notod that nrior <o Juﬁe 30, 191?:vér§‘
little iﬁ créaee occurred in exﬁénse following wmich how-
ever, it3 exponses. %0 date have stead;ly grown. '
App*icant ‘showes that some curtailment»in ;ts
revenuces for the present yearlmnsf be expected on acéounz
of resumotion of normel conditions in the gndugtries 1t
zopplies, and vresents ite cage om the sssumption of a.
normal year in co Zar as rainfell, weter conditions, otc.
are concerned, and Shows gurfhér thé recessity. Lor meeéiggf“
its increased operating expeﬁses. A3 has Deen vointed ouv.
gbove, gorplicant opefates no steam generating plantsst
that 1ts imcreace in expense is due entirely“fovhigher weges
and higher costs of materisls. -
Com»aring the itemv fvrevenue and overating

expence shown gbove, it ic evident that appliccmt’s.income




hes inereased at a rave faster than have 1ts oxpeuses 20 that
the net ipcome available fof depreciation, reserﬁes Sﬁdzreturn
hes been 3teadily climbing.

The following teble sets forth the revenue, oX~
pense and net income of applicont's electric denartmenx.for
the years ending December 3%, 1915, 1517 and 1918. This table
13 compiled . srom epplicant’'s annnal roporte to' the ”ailroad

Commisszion apd from the Ligures submittea in evidence.

| DABIZ II
NOPPEERN CALTPORNIA POVER COMPARY, CONSOLIDATED
SIECTRIC DEDARDENT
| ¥ET INCOME |

Maintenance . "Het for
and Oporating Doprec;ation
Gross Expenses Resgerve. 3nd |
Revenue and Taxes Refurn -

- 768,788, 283,108. 485,680

1917 - 882.102. .  303,887. 578,215.
1918 partislly esti~ | T
" mated 1,045,814. 360,237. 685,577,

Tn gpite of the imcrease in expenses, anblicanx'

1ncome hav increased as spown sbove at the rate oi @100 OOO *

yvear, end ite net for the year ending December 31, 1918 48

largest that it has ever had.

”his is not the enmire story, however, for ive
capital expenditures during the same voriod nave ubs antially
‘/increased and the grow*h of load which resulted in increase&

" eparnings hasz likewise called in%to oneramion.nortiona of the
proverty which have hercto-ore been considered non-operative

<n go far acz affects the rote base.




Since Septexmber 30, 1915, epplicant haé‘ezpended'
for new electric constxgction'to supply its iﬁcrease'in

loads tke following amounts:

TABLE IIX .
NORTEERN CALIFOZNIA POVER COMPANY, CONSOLIDATED
ELECTIRIC DEPARTMENT
NE? ADDITIONS TO ELECTRIC CAPITAL

Prom Sept. 30, 1915 to June 30, 1916 ' $185,1%2.
For yesr ending June 30, 1917 . 159,674.

- Por yeer ending June 30, 1918 339,499.
From June 30, 1918 to uov. 30, 1918 116,990.

or a.total for the period of - - ~ = $8°l,295%}

In addition to these amounts bronerty previously
considered non-operamive and valued in Deciﬂion Yo. 3624
sunra 2% $1,336, 775. i3 mow fully‘uz?%égn the service of
its concumers and has 30 been used /1918. Thus applicant
1s now devoting to the wee of con.,umerc nroperty valued at.
$2,138,068. greater than auring the year 1915.

Based upon the findings of value of aprlicant's
electric broverties iz Decision ‘No. 3624 ana the sctusl
additionz an& bettermcnﬁo to date, the following table
vhows the average elecuric capital for threo years past,
together with an estimate of capital for the yesar 1919
- The items include all operative physical proverties, and
reasonablg,allowances fof materials and °upplie°‘aﬁ& wbrk-?'
ing cash capitel. In this table one-half of the canital

qonsideredvasfnon-operative in this Commise ;on'e Deciaion

3624 3upra haz been considexred to becomé‘operativecin‘




1917 pnd the entire smount iz 1918.

TABLE
NORDEERN CALIFORN*A °0WER COMRANY, CONSQOLIDATED
AVERAGE ELECTRIC CAPITAL
1916 $5,988,071. .
1917 6,826,132,
1918 -~ 7,844,0L7.
1919  (esvimate) 8,116,007.
. mhe following table Shows revenus, expense, aet
-u:h,.vv " WD Duuwu. O O return and. tb.e 1'8."310 Of °‘uch

t0 the average capital for years 1916, 1917 ‘and 1918.

| PABLE T
NORTEERN CALIFORNIL POWER COMPANY, CONSOLIDATED
ELECTRIC DEPARTMENT
REVENUE EXPENSE AND RETURN ON CATITAL
1918
Partially
~ Es¥imated
Cross Revenue & 768,798, & 862,102 $1,061,428.
Meintenance 95,827,  100,479. °  101,400.
Operating Expense 149.774.  160,666.  198,621.

Taxes 37,507. 42,752, 60,216.
Deprec;ation | 81 OOO. 92,0004 1061000.g-

motal Operating Bx- & 554. 108. & 395,887. & 466 237.‘ ~
vense L |

Net retwrn 404,680. 486,215, 585,,193)‘.{.

Capital (Table IV) s,9es,o'é1. '5,82_5,132; 7.844’,01’2:..

Percentage for retwrm e 76%2 ovaeh '7.4wﬁf
A@blicant submits sn esvimate df ita-electric’feVb

exues for the yﬂar 1919 frowm existing rames in the gnount of




$962;519; which-is substantially less than that of thé
year 1918. Applicant's.figureé show & reduction in

sales for residence, commercisl and municipal lighting,

for irrigetion vumping, for mining snd for power do-
livered to Pacific Gas & Electric Company at Chlco. A |
careful analysic of the figures submitted convinces me that
applicanx's.electrié reverme for the yesr 1919 will be the
sum of $985,600;'which Zigure is sdopted as the probéb:e

revenae that will accrue to applicaﬁt for the yeaf 1919

‘undgr existinerates. _

”ac‘fic Gas % Electric Company's contract for .
Chico delivery of electricity ic & somewhat elastic ar-
rangement, permitting epplicant to dlspose of excess
power so that when thé'normal demands on Lve system-droPV'
off, deliveries may bekincfeasqa to Pacific Gas % Elec- ‘
tric Compeny, although the\revenue,theﬁ obtained is_lessf
than if such power wexe sold to regular. consumers. Since
1916 the growth of spplicent's business bas imposed sul-
ficien£ demend upon 1S resources o absord a‘large por-
45on of the energy heretofére trancferred to Pacific Gas
% Electric Company. The fact that the rate at w#;ch
this 15 $old 4is higaer than the rate to the Pacific Gas
&% Electric Company results in o con°tantly growing rev- '
anue witnoux a brOﬁort;onate increase in the cuant*ty
of energy sold. . | | |

In anelyzing an» blicsnxfs'operating exmen;es
£t is inxeresting +0 note that they are not °ubstaatially
nodified by change° in the quantity of energy uOld and

therefore by the amount of revenue resulting therefrom.




In fact under normel conditions there would e little, if
ary, changes in applicant's expences from yesxr To year _
excent as.tq.thg:necessity for more oextonsive maintensnce
0% 4its properties. Tax figures. however, being based
‘largely wpon revemue WOuld be gudvject to whatever fluctua-
£L0BS 0CCUT. . | |

&vplicanm'° meintenance expenses for the naOt |
four or five yeaxrs have aversged from £95,000 to $100, 000
per anOum. In uvite of the fincregsed cost of labor and
meterial abvlicanx shows no increase in thiv item for the
yeaxr 1919. T£ but normel meintenance is To Ye continued,

there will be at least come increase due tolhigher‘pricee.

In sny event expansion of facilivies will require increas-

ing maiﬁtenance‘to keep wp the standerd of service and
,abplicamx's estimate of meintensnce i° lowe. The contin~-
nation of good service will neceszitate the ezpenairare
of %119, OOO per annum for this purpose, which £igu*e 18
, inclu&e& as & reasonable owerating oxXPense.’

Applicant's business acide from a small light-
ing and power use 18 subject to wide;seaaonal and snnual
ﬂuctﬁations..‘ It would not e ifs_,ﬁ.r therefore to appli~
cont's regular cONSuURrS, who-constituﬁe,its‘permaneﬁt
buéinéso to recuire them ©o nay in the form of inmcreased
rates for the loas (verhan° only temnorary) of buainess
of larger concumcrs. This matter should be viewsd from
the standpoinx of en average of the conditions existing

"4n the ycars 1917 end 1918 ond what reasonably nay be
snticipated for 1919. The utilzty mn t exmect to besr
gome portion of the burden of-lecan year" as it has en~

joyed the Teturns of the good years. The yesr 1917




yielded & fair average return. The yeﬁr 1918-wa°n %o the
utility's advanmgge. The year 1919 chows some lozs in
revenue. If we teke an 'aversge of these three yearg'wb :
are unsing a figgre which will eliminate the fluctuations.
which sre the disturbing olements herein, snd whick will
produce an equitable result. |

ThereLore tha'figure oz $975, 043. will be used
Lox gross revenue, which is the average of the figures
previously set forth for tke year 1917, 1918 and 1919
(estimatod), ond the item of $7,595,385. for electric
department cawital which is 2 S¢milar average for the
three years. Under the conditions waich prevailed priér,
to December 3L, 1918 which includes conditions for 1917 .
and 1918 applica.nt'° expence and ne't available for de=-
nreciation, reserve and return woa’d on tnis,basia be as

follows:'

Revenue 5973, 043

Maintenance 100,000.
Operation 180,000.
Taxee , 59,990.
Deprecliation 102,000.

Dotal Expense $441,990.
Net Incoze £531,453.

which is 7.00%'ﬁpoh 47,595,385, the aversge cavital Zor
the three years. This canmot iﬁ 8y sense‘be considered
excessive ond is apparently all thet applicant can earn on
the aversge of its three »ast years business wnder the most
favorable conditions.

Under the conditions which spplicant shows will
proveil during the year 1919, its expences Lor mainten~
ance end operstion will be increased. I believe the




reazonable oxpenﬂe for maintenance of applicant’s properties
w1l be $110, ooo. por anmum, while for operation $zao 000. will

be necessary to meet the expenses under present con&itions.

The total reasonsble expense of maintexance, operation, taxes

and aenreciauion.under vresent higher cost con&itions"wbuld be
$521,990. .and the met income aveilsble for return.would e
£441,053. This corresponds to 5.81% on the average three
year capital and apnlicant'o net incom me on this basia world
e rednced by the sum of "90 OOO ver annum. I regard it
a3 nroner at this time to restore the rate of return which
would zave obtained under former conditions, thereby offset-
ting the 1nbrease in direct operating expense. On accounx

£ the increased expcuse inc;dental to electr;c service on.
anplic_nx'° gysten it° rate° and chsrges Lor electr;city
should be increased by 10% of the basic rates end charges
now in ef ect.

The vpresent rates and charges foxr electr;city
were éstablished afte; an exmendcd'invegt;gation September,
1916, 8% vhich time thoroﬁgh consiaeramion wasvgiyen to
the cquitadle distribﬁtion of coste as‘petween.various
clas sses of'eerviée. Since thi@ L reflected in the raste
schedunloes in effect and v;nce the xncrease& costs of:
operstion that nave subsequently ariuen are fdmnd %0. be '
due almost entirely %o labor and moterigls which wniform-
1y efZect oll claszes of aervice, it 18 not necess ary
to fix different °urcharges Lor differenx clawaes of
service but rather to fix s waifomm surcharge of 10%

upon all existing,rate schedule‘




Witk an ineresse in revenue of 10% and making
due allowence Lfor the inerease in taxes which will follow
applicont will earn on the basis of theavarage three year
revenue above, a met of $533,508.'a§éilable for.ieturn;
which 1 7.02% of average capifal for three yeais-used

above. If the proposed,suréharge be apelied to the

nrobable revenue for the yesr 1919, applicant’s ﬁet ro-

turn will smount to $53?”§47"wﬂichvébtresnondﬂa %0 &
return of 6.63% upon the cstimute& canital o 8 116 007
for the year 1919 It mn~t be noted tnat this return
is figured on reduccd Tevenue 8% comparea with increased
cavital. _

Yo consideration has been given herein to
either the capital investment or the reverme incidental
‘to the %ransfer of power by applicant‘over 1tsf3y3tem
Lrom Califofnia-oregoi Power Couwpany %o Pacific Cas &
Eléctric”&omnany in accordancervith the terms of the
' tri-party contract dsted June 11, 1918 which 4is mow in
operstion. This contract will be a ubstantial source
of income o the Northern Californisa Power‘COmpany,

Cons olidated and will essigt it in meeting 1ts oblige-
'tion,, not only trhoce incurred in the per£ormange‘o£
tais contract but also those otherwise ettaching %o
its regular effaﬁru.; -Uhaér*this.contraqtymbrfhcrn |
Celifornia Power Company, Conmsolidated will elso sell
some 02 its surolus power at Colusa %o ?acific Gas &
Zlectric dompanyfinlexcess o£ £he prqsénx'contractﬁral
obligetions Lor deli&ery st Chico. Thiz item is exe

tremely varieble aépendent'as it 43 on load'gonditions:




on both systems, The rates named in thisvtri-party

contract having'but'recently been passed upon»bj this
Commission, are not to be subject to-thclsﬁrcharge, ’
nereinsfter authorized.

Applicant's consumérs have in the past en-
joyed very reasonabieirates for nmearly all clesces
of sexrvice. The prénosed increa°e of’lO% is less
than one holf of that asked for by apblicant and the |
waiform additionsl charge of 10% set forthr inm %he
order herein ie to be compared with applicent’'s re-
guested inéreascs which very from 14% to 35% accord-
ing to the class of serv:ce. | |

By Decision Xo. 5641 Amplicat;on No. 3970,
dated July 30,.1918 (Toluwe XV Opinions and Orders
Railroad Commission of the Stete of Califbrnia, rage
1027) applicant harein wa° suthorized to charge and
collect for energy sold in that vortion of Buxtey-'
 Comnty and,iﬁ those certain parts of Coluca Counfy
where 1t ia'in direct compotition with Pacific Gés
& Tlectric Company certaln °urcharge° sufficzent to
eoual:ze abblicanx'e rates therein with the rates
chexrged by Pacific Gas & Zlectric Company as increased
in accordance with thie Commission’s order iz Decislon
To. 5519 (Volume xv Opinions and Ordexrs Railroad Com-
miseion of the State of Califormia, page 886).' Sirce
the rates 4in such competitive territory havefalready
been snfficienx;y incressed, the surchafge of 10%
suthorized herein will not apply‘in suéh'competitive

territory.




Borewith a form oL Qrder:

O?EEERN CALIFORNIA ”OWER COMPANY, CONSOLIDATED,
having apblied ‘%o the’ “a;lroa& Commiss;on of the State of
- Californie fLoxr suthority to incresse its ramcg and cherges
for eicctricity, hesrings having veen hcid; the matter
being submitted and now reedy for decision, | | |
| DHE RATIROAD COMMISSION OF TEE STATS OF cm:?otz-”
NIA EEREBY “INDS AS A FACT £het the rates and cnazge° for
electricity a8 Tixed by the °chedules of rates snd com~
tracts now on f£ile with the Railrosd Commission, excepting‘
such ?ateu,and charges as apply in territpny gerved in‘ |
compctition with'Pdcific Gas & Electric éoﬁpany; are undexr
existing conditione 0ot Just or rcaﬂonable rateu, and
thet the existing rates sud charges for electricity when
modified by the sddition of the surcharge hercin'author- '
ized are‘just and reasongble reates o
Ba@ing 1ts order on the foregoing finﬂing° o
foct and on tke findingc 0% fact containcd Zn the oninplf
ion which precedes this order,
IT IS EEREBY ORDERED that Northern Californisa
Power 6ompany, Consolidatea ve and is hereby authorized
to charge and collect FTor electricity in a&&iﬁionﬂto
the raﬁeé and chaiges cet forth in 1ts schedules cf.'
rates and contractS“ncw‘on-{ile Witk the Rgilfoa& Com~
mission, s curchsrge of 10% on ell bills rendered,
ﬁhich sorcharge shell apply on g1l reguler meter read-
ings taken on and after the first day of Mz,

o/
1919 and for flat rate service beginning the lst day '




of May, 1919.

2ROVIDED tnat the suthority herein granted shall
not extend to the rates now cherged in those nportions o
_the territory suprlied by NorthernﬁCalifornia 2owerlcOmpany;.
Consolidated ix competition with Pacific Gt & Zlectric
Company, a3 set Zortk in Degiéion No. 5641'suvra. or tof 
the ratgs named in the tri—party-contract Jnne‘llﬁh 1918,
noreimbegore referred to. |

URTEER PROVIDED thet Northern Californis Zover
Company, Consolideted skall, within ten da?s of the date
of this order, £ile with the Rallroad Commisuion of the '
State of California an smendment %o its raxe ochedule° on

£ile that shall set Forth the surchsxge here;n amxhorized.
17 IS FURPEER OXDERED that Northern California
Pover Comoeny, Consolidated shell 2ile with the Reilrosd:

Commission o* the State of Califormis onm or before the.
20th dgy of each calendor month., a statement of its

electric ‘revenues, expense and capital ezpenditures Lox
the preceding month and uch other {nformetion as the
Railroad Commission xhall hereafter &coigna |

IT IS ?U@THER QRDERED that Northern California

Power Company. Con~olidated ghall show sevarately on all
Pills rendered its consumers forx electricity, the Sur-

charge aerein guthorized.




The foregoing Opindion and Order are heredy sp-
' proved and oxdered filed sc the Opinion mnd Order of the
Railroad Commizssion of the State of Californis.

Dated ot San Freancisco, California, this

Y8 |
AAZJ%L — 8ay of April, 19l°.
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