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In the lMatter of the Investiga-~ )

tion of the electric rates, ser- )

vice and operstions of SAN JOAQUIN ) Case No. 1544.
LIGET AND POWER CCRDCRATION, on )

the Commiseion's own motion. )

Edwin 0. Edgerton, Jared How snd
Murray Bourne, for San Joaguin
Light ard Power Coxporation.

Frank S. Brittain, for California
Farm Burean Federation.

Edson Abel, for Xerrn County Farm
Bureau.

Irving E. Althouece, for Alpaugh
Irrigation Dietrict.

Wealy P. Grijalva, City Attorney, and
Jeo A. Hinzmen, Mayor, for City of
Bakersiield.

ROWELL and MARTIN, Commissioners:
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This is a proceeding instituted on the Gommlseibnle
owa motion %o investigate the rates and operatilons of the San

Joaquin Light and Power Corporation with a view to fixing
reasonadble rates for eleciric sexvice 1o be charged by thet

utility to its conmemmers.




Inoreased costs of operatioa beglaning ia 1518
required thet the rates of this compeoy be lacreased. The
Saa Joaquin.:dght and Power Corporation was aunthorized to ia-
crease its retes in 1918 snd 1919 a totel of 15% 3y this
Commission’s Decision No. 7306 ia Application Noe 4064, dated
March 23, 1920 (Opinioas ead Orders of the Rallroced Commissioa
of Califoraie, Vol. 17, pege 940) further increase in rates
was granted zand the rates for agéicultural service were
materialiy modified to meet emergeacy conditions existiag.

It wes steted io the Decision thet - "The rates herein fixed
will be temporary retes eflective for the yeer 1920 and sub=
ject to revision upos & basis of mormel operctions &8 8004

as the preseat period of redunced supply of hydro-electric

power ceases.” uifh the retura of precticelly sormal water
coaditioas, the Commissioa imstituted this proceeding to effect

the promised revision.

The San Joaquia Light aad Power Corporatioa hes,

since the iastitution of this proceeding, filed an applice-
tion (Applicetion Ho. 6651), requesting & sew Linding of the
value of its property asd the Lixing ol definite rates.

While it has a0t been possible at this time to mske the com-
plete investigation necessary to z fisel determisstiona of all
rates, it is important thet the agricultural power rates aow
in effect be modiried to suit more normal conditions. The
irrigation seasoan in the Saa Joagquin Valley in general
commences about April lst aad it is important thet aay re=
vision of schedules be nmede at oace in order thet the coo-

sumers will lcoow what their basis of charge will De.




Preliminary hearinge were held in this proceeding st
Bakeratfield orn March 23rd, and Fresno or March 24th, 1921, at
which testimory and evidence were introduced relative to thre
investmen?, earnings arvd expexnses of the company, with apecial
reforence to the determinetion of agrieumltural rates.

San Joaguin Liget and Power Corporation agrees that
the:agricultural rates now in effect should be modified, dut
desires that its totsl reverue be not reduced. Reprecentatives
of the corsumers urge the absolute necessity of a material re-
duetion of rates, especially to the cornsumere who operate stead-
ily the larger part of the year.

The evidence imtroduced by tkhe Commise ior'e engineers
tende 10 show-tnat the compeny during 1920 earmed in excese of
an 8% return on tae rate base neretofore Zfound ressonable, and
that, consideration beimg giver to all matters vertairning %o
the operation of the company, the earnings under present operat-
ing conditions and an average production of hydro-electric en~
ergy will be in excess of 9%.

In the light of tihe evidence presented certain changes
must be made in the estimates oubmitted by the Commiession’e en-
gineers, but it is apparent tirat the earminge of the company,
based on average water conditione snd present coet tendencies,
will be in excess 0f the amounte wiich have beer found resson=-
able in toe case of this and other sipilar utilities.

From the evidence presented it appesars that the de-
velovment 0f the San Joaguir Valley demands the lowest possible
rate for agricuvlinral gservice, commensurate with fLair treatment

of the utility. To continue the present rate would apparently

discourage new development and seriously affect existing farmers.




While from tbe gstandpoint of the utility the maintexznce of
existing revenues might appear beneficial, fxom a ﬁroad view
of the economic need of the entire valley we mmet conclude
that 8 lower rate for agricrnltural service is r;aaonable even
tho the f£inal £ixing of rates 9hbould require some readjust-

ment.

San Joaguin light and Power Corporation urgee that

ary material reductior in ite earmings, such as 5% or 10% of
grose reverue, will vrevent it from issuing additional bonds
and will thus put & stop to cometruction work. Ever were

we to coneider this an important factor in determining a rate,
pnevertheless, in view 0f The record in thie cace, we are un-
able to agree with the Company that any such reduction in its
gro9s earninge from agricultural service Zfor 1921, as is.pro-
posed herein, will produce the dire results that it predicte.

There nas been introduvced in this case a letter dated Febru~

ary 16th, 1921, addressed to Cyrus Peirce and Company, Blyth,
Witter & Company and Banks tuntley & Company, sud eigned by
Williem E. Xerckhoff, President of Sax Joaguin Ligkt and

Power Corporstion, in which thie language appears:

7y careful estimate of earminge for the twelve
monthe ending December 31, 1921, as a result
of the savings in cost of operation and the
comnection of new consmmers t¢ its lires, in-
dicates net earnings applicable to bond in-
terest of not less than $3,900,000. The
total bond interest inmecluding this isswue
$7,000,000) will not exceed $1,601,260. Or
thie basis the corporation will be earming
approximately two and a half times ite bord
interest. These figures are conservative
and we have every ressop to believe that
toey will be exceeded.m™

The iigures'eubmitted by the company's president

to the Investment Bankers were not cihanged by ény eviderce.




introduced by the company in thie proceeding, and it may
therefore be assumed tost the company regards those figures
ag eubstantially correct.

Briefs have been Z£iled in this proceeding by Frank
S. Brittainm for the Californis Farm Buresu Federation amd by
Edwin 0. Edgerton and Jared Eow for éan soaquin Light and

Power Corporation. It 18 urged by lr. Brittain that San Joa-

quin Iight and Power Corporation hss failed to ahow csuse why

its rates, particularly for agricultural service, should not
be reduced; that the Commission in ite order eetadlishing a
temporary agricultural rate shomld provide that if it produces
s excess return defore vermanent retes ohall be determined an
eonalization of such excessive retuxrn should be made in the
more definite ratee; +thst a lower rate should be made than.
the average now existing and thst an altermative schedunle
ehould be prescribed, and further, that tae order skould be
conditionsl upon satisfactory service,'a definite discount be-
ing fixed in cace poor service ie rendered. Attorneys for
San Joaguin Light and Power Corporation urged tnat thie com-
. pany has not been remise ir pree?nfing ite9 case; that it hae
acked for a definite fixing oi,fates apnd tkhat no action should
be takenm which wounld result in & lower rate for agricultural
service than the average now existing.

We believe thst Sen Josguin ILight and Dower Corpora-
tion might, in view of the previoue decisiom, have been some-
what better prepared to present evidence ir this proceeding.

Wo conclude from tke evidence, as heretofore 9tated, tnat some

reduction in rates for agricultural service should ve made at




this time in view of the evidence in this proceeding both as
t0 esrnings of this company and the economic conditions ex-
19ting in the Sam Joeguin Velley. Ao regards the suggestion
that should the company earn in excess of & returm later
found to be reasonadble during the period prior to the final
determination of this ﬁtility‘s rates, tals excess earning
should be cozsidered in cormectior with tre later fixing of
rates, if the suggestion msde by the attorney for the FParm
Bureauw 19 to be followed ouwt, it would aleo be ZLair that if
tho rates herein fixed result in & lower return than here-
aiter found ressonable, a poesibly higher rate should de
fixed in the Zinal proceeding. We 4o not find taat it is
necessary that a stipulation be entered into by the utility
to the extent tuat any excese earrings which night ocens
will be considered in the £inal proceeding, as this is 8
matter for the Commission to take such action as the evi-
derce 9kall Justify.

Relative to the matier of adeguste service, reces-
sarily the rates autnorized contemplste réasonable sérvice.
Any modification of charges in case of poor service muet be
subjeot to special investigation and camnot be determined

in aavaﬁce or in a general rule.

During toe year 1920 the minimum charge formerly
in effect was suspended to avoid difficulties in adjueting
bills on sccount of the anticipated power shortage and to em-
courage coumeervation of power. This chould not be contizued

wader normal conditions, altho tihe re-establichment of the

pinimum charge will result in an increase to certain conp-




sumers who were bexnefitted by its suspension.
Three schedunles of rates were propoeed by the Com-
migssion’e Aseistant Chief Engipeer L. S. Resady, which, ae

to gepersl form, appesr to be more Or less satieiactory to

both the utility and the representastives of the coneumers.

The schedules were designated as Schedules #3, #4 and #6.
The general forme of schedules propoeed were two resadiness-

to-serve or demand-and~emergy 9chedules arnd one block enorgy’
schedule with & minirmmum bill. Theeé sckhedules were sube
mitted for the congsideretion of the Comm;eeion primerily as
to form and not as defimite aschedules to be fixed.

| An snalyeis of the company'e recoxrde made By Iix.
¥. J. Dodge, Aesistant Inginmeer of the Commiseion, shows
that the combined application of Schedules #3 and #4 to the
company’s operation of 1920 would result in a reduction of
approximately 2% in the gross agricultural power revenus of
the company, while the third schedule, #6, wonld give the
company the same revenue as the present schedule, altho re-

ducing the lomg period consumers as much as 25%.

A schedule submitted by the Parm Bureau of Zern
County was in gemeral similar to #6, but would result in an

average reduction in rates of 17%.

It wae urged by the San Josgquin Lignt and 2owex

Corporation that if poseible there should be oxly ome scke-
dule, as optional schedules resulted generally in confusion.
San Joaguin Ligat and Power Corporation has suggested to tae
Commission s schedule which i9 in gerersl & coxmbination of

the firat two schedules subzitted by M. Ready, which in




form has much in ite favor. This echedule zleo gives a
greater reduction than Schedule #4 for the long period user.
The schedule for agricumltural power service, herein
is & coxzbination of ap energy and demand-snd-ezergy rate and
does provide for certain options on the part of the consumer.

It is apparent from the evidence tiat poceibly certain con-

sumere will ﬁot operate their pumplng plants t0 any great

extent during the comirg year owing to economie conditions,
which, ever aside from power rates, would make production
unprofitable. It would appear under these circumstances
that such conmsumere shouwld be allowed the optiorn of eithexr
operating under present commercial eschedule KNo. 8, which
requires a montly minimum, or, should taey desire to operate
only intermittently during the year, that a schedule de
£iled by the utility for such intermittent service similar
to Schedunle No. P~12 made effective for Soutzerr California
Edison Company in the Commission's Decisionm No. 8815 im Ap-
plication No. 539%. The applicatior of this schedule here-
in suthorized will result in an average reductiorm ¢of spprox-
imately 5% in the revenue from agricultural gervice. Con-
sumers operating short periods will be ircreased, while coxn-
sumers operating from eight to twelve months contipuously
will be reduced materially.

Phies proceeding will be continued for further hear-
ing ard finagl eubmicsion and deciesion on the question of com-
plete fixing of rates and service.

Te recommend the following form of Qrder:




0ORDER

The Railroad Commission having instituted a proceed-
ing on its -owrn motion for the determinstionm ol rates acd in-
veatigation of service of San Joaquin Iight and Power Corpora=-
tion, preliminary hearings having beem held, briefe filed and
the matter being submitted and ready for decision ir so far
ae it pertasine to the immediste revisionm of agricumliural

power rateo,

The Railroad Commiesion hereby f£inds as a fact that
the rates for agricultural powor service of San Joaguwlm Light
and Fower Corporation now in effect are mnjuet and upressm-
able in o0 far as they differ from the rates hereinafter cet
forth, waich are fourd to be Just and ressonable fLox this
service rendered op and after April lst, 1921.

IT IS EEREBY ORDERED that San Joagquin Light and
Power Corporation be, and the same is, heredy directed.to
£1le and meke effective the following eciredule for agricul-
tural power service, the same to become effective for all

gervice rendered on and after April lst, 1921:

SCHEEDULZE NC. 7

AGRICULTURAL POWER SERVICE

Applicable to gexeral agricultural power service.

Entire texrritory served.




SCEEDTLE N0. 7 (Cont'd)

Rate ver K.W.E. for Connected Loads of
1 E.2. o E.P. X0 H.D. B0 E.P. 1CU E.P.
Annual Consumption to to to to
ver Horsepower . 4 E.P. 14 T.P. 49 E.P. 99 E.P.

First 1000 X.W.h. por h.p.(2.6¢  2.4¢ 2.3¢ 2.2¢
Next 1500 " ro" 7 mllJle per k.w.h.
" 2500 " n -n 7% " i { "

Over 5000 " "o 5 " "

MINIMUY CEARGE:

Pirst 10 hepe «.. $18.00 per h.p. per annum but not less
than $30.00

All over 10 h.p. ... $15.00 ™ v " "

SPECTAL CONDITIONS:

(a) Thie rate applies to service rendered at 110, 220
or 440 volts at the option of the consmmer, and all necessary
transformexre to obtain euch voltsge to be installed, owned
and maintained by the Company.

() The amnusl period wmpow which this rate is based shsll
begin on April let of any year and end on Narch 3let of the
succeeding year.

(c) In the c2%e 0f a new comsumer whose Service under
this rate begins at a later date than April let of any year,
then for the remairnder of the firet year 0f sexrvice the blocks
of this rate will be reduced in proportion to tre whole number
of monthe betwoen the date of veginning of service sand the fola-
lowing April let. A eimilar proportionsl reduction will be
mede in the minimum czarge.

(&) Consumers may elect to pay the following respective
amounts in 9ix equal moxnthly installments during tihe monthe of
Yoy to October, inelusive, plus S mille per k.w.h., inetead of
the rates above set forth for the first 1000 k.w.h. per horse-
power per year:

L0 4 heDe covecccccnna @1?.00 ver h.pv.
” 14 2 4
15t de o oI N
50 tO 99 " LI B A B K N 13000 d
100 ard over cessssssese 12,00 T

. (e) The minirmm charge is payable im 2ix monthly installw
mente during the months of April to September inclusive.




SCEZDULE NO.

SPECIAL CONDITICNS: (Cont'é)

(£) Any comeumer may obtsin tae rates for a larger
installation by guaranteeing the rates and minimum applie-
able to the larger inetallation.

(g) The above rates exd minimum cksrges may be based
on horsepower of measured meximum demand occurring during
the monthe of May to Qctober, inclueive, inetead of horse~
power 0f connected losd, providing the Installation ex-
ceeds SO horsepower or consists of two or more motors hav-
ing a total capacity of 25 h.p. '

(h) The maeximum demand shall be the average horsepower
ipput ocourring during the months o0f Yay to Qctober, in-
elueive, (746 watte equivalent) indiocated ard recorded by
instruments to be ZLurnished and installed by the Company
on the consumer’s premises, iz tie lS-minute interval in
which the corsumption of electric energy ie gresater than
in any other lS-minute izterval during the months of MNay
to October, inclueive; or at the option of ,the Company
the maximum dexand may be determirzed by teet.

IT IS ENREBY FURTEZR ORDERZD thet this proceeding be

corntinved for a definite determination of all rates of San

Joaquin Light and Power Corporation.

The foregoing Opinion and Ordexr are keredy approved
and ordered filed a9 the Opinion and Order of the Railroad

Commiooion of the State of Califorrnia.

Dated at San Prancieco, California, this '7

day of Aonril, 192l.

commisaioners




