
2 ~7J~9' . Decision No. _.A. 

, ". ------
BEFORE TEE RAILROAD COMMISSION OF TEE STATE OF CALIFOBNIA 

In the V~tter ot the ApplicAtion or ) 
SOOT~ C.~ .. L!FORL'"i!IA. EDISON COM? .. ~ LTD., ) 
tor an Order ot the Railroad Commiss1on ) 
ot ~he State or California, authorizing ) 
~gree~nt providing tor the transfer to ) 
~he City ot Vernon of certain elec~rical ) 
distribution proporty ot Southern Cali- ) Application No. 2106ti 
tornia Ediso~ Company Ltd., located ) 
1dthin the City o~ Vernon, and the lease ) 
oy sai~ corporation trom the City ot ) 
Vernon or the Vernon MUnicipal Electric ) 
n~. ) 

RI:>Y V. Reppy and B.F .Woodard, 'tor Southern Cal1toX'nia 
Edison Company Ltd. , 

Leonard A. Diether, tor .!i.lhambra Action League and. 
Long Beach Municipal Detense League, protestants. 

It"'rederick;;. !.ake, tor Howard McCurdy, .. protestant. 

OPINION 

The Southern California Zdison Company Ltd. asks the Commiss1on 

to enter its order authorizing applioant to carry out the prOVisions 

ot ~he agreement tiled in this ,proceeding as Exhibit A. 

Southern California Edison Compa~ Ltd., hereatter somettmes 

referred to as the Eaison Company, is a corporation organized under 

~he laws or California. It does a general electric business through

out the ~erritory in which it operates, covering all or parts or the 

tollovling counties in Central ~d. Southern Call1'Ol'nia, Frosno, Kings, 

Tulare, Kern, Santa Barbara, Ventura, Los .Angeles, Rivers.ide, Sen Bel'''' 
. , 

nardino and. Orange. Its 1956 annual report shoVls tlle.t duri:ag toot 
, , 

year it sold 2,8ll,l71,385 K.W.H. ot' eleetric energy, from 'the sale 

or which it reoeived ~,274,OOO.20. During 1950 it sold 2,517,053,690 
, ' 

K.vr.R. or electric energy tor $~7,~ti6,221.21. 

Prior to 1935 ~:::e Edison Company, so the record shows, Vl8.S 

~he sole distributor or electricity within the City or Vernon. In 
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1930 the City or Vernon voted $3,900,000.00 of general munioipal 

bon~s or said City for the purpose ot construoting its own electrio 

plant a.nd transmission end distribution system within said city_ 

A substantial part ot sai~ bonds were sold and the proceeds used 

to pay the cost ot constructing a·Diesel electrio generating pl~t 

and. an electrical transmission ana. distribut10n system within the 

City ot Verno~. The plant was put in operation in June, 19~5 • 

Since then the City or Vernon and the Edison Company have. been 1ll 

competition for the electrical business in the City ot Vernon. The 

City or Vernon ~laced into ~trect a rate schedule whioh was about 

the ~e as the rates charged by th~ Bureau of Power and L1Sht ot 

t:a.e City or Los Angel~s. The Edison Company "thereupon. :;-oduoed 1ts 

rates in the City of Vernon to the level ot the Ci'ty ot Vernon 

rates. In spite or this reduction and the general. parity ot 
rates between the City ot Vernon and the Ed1son Company, the C1ty 

ot Vernon is now dotng about 60% ot the eleotric business in s~id 

City and. the Edison Company about 40%. 

Exhibit No.6 shows that tor 1936 the eleotrical. business in . . 

the City ot Vernon was as !'ollows: 

1. X.W.R. sales by ~it7 ot Vernon 
2. K. "it.H. sales by ~dis on Company 

Total • • • • • • 

1. Revenue ot City ot Vernon 
2. Revenue or Edison Company 

l'otal.. • • • • • • 

78,506,274 
4::>,593-1814 

124,102.668' 

$767,956.07 
, 461.004.31 
~1!228!~60.38 

The record shows that the generating capaoity o~ the City ot 
Vernon plant has been absorbed and that the City is cons1d..er1llg the .A~ 

inztallation or addi.t10nal generating tac1l1ties. The execution. or ~. 

the agreement n;ekes the enlargement ot the plant unnecessary a:t. this ~ if 

.tille. 
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Una.er the,agreement the electrical system 01' the City or Vernon 

and tho d1stributtng system ot the Edison Company 1n tho City or Vernon 

will be phYsically consolid.ated as an operating unit .• To this end, 

tne Edison Comp~ transters to the C1ty ot Vernon oertain or its exist

ing inste.l-lat10n in tho City 01' Vernon ana. agrees torthw1th toclo the 

physical work ot connecting Edison Company oonsumers, except thoe Vle.rman 

Steel Casting Co. anC1 Pacific Coast Steel corporation, -in the City ot 
Vernon~·with.the Vernon distribution system, and agrees to construct 

a substat10n upon Vernon land ad.j01~1ng Vernon's generating plant. 

This substation will be 'the means t.b:rough which the oombined systems 

c~ ce supplied with power trom Edison Company sources. By.the terms 

or ·~he agreement the City ot Vernon leases the consolidated 3Ys~ 

'to tlle Edison Company ror a !?erioa. ot 'ten years with. the opti.on 1n the 

City otVernon to renew the lease 1'01' ·successive l~-year periods. The 

annual rental to be paid by the Edison Comp~ is oomputed on the bas1s 

or the maturing electrio plant 'bond.s 01' the City ot Vernon,. :the payment 

ot the s~-annual interest on said 'bonds, plus 2% ot the gross,receipts 

o.orived by the ,Edison Com.pany from the sale ot electricity with1n the 

City ot Vernon to consumers on the consolidated system. 'rile agreement 

contains a condition subsequent whicn provides that the City o~ Vernon 

can term1nate said agreement at a'1ly time when the Edison Company in 

the ~ity or Vernon charges, rates higher tAan its rates on other por

tions ot the Edison System within Los .~eles County, or higher than 

the ratos ot the Department of Water end 'Power or the C1 ty 01' Los 

Angeles tor similar service. In the event ot the termination ot 

'the agreement beoause ot the breach 01' this condition, the Edison ~om

pany will receive no compensation tor the properties it is now trans-

terring to the City of Vernon • If the agreement is not renewed 
.. 

by the City 0: Vernon at the enu ot a lO-year period, the Edison Com-



pany is entitled to reimbursement l'or its el.'"Penditures on account of 

properties transferred ~o the City less accrued depreciation on such 

properties. 

The Edison Company represents that it has at present an invest

ment ot $1,403,000. in the City ot Vernon and that ot this sum 

$1,027,000. remains unaffected by the agreement. The two a~ounts are 

segregated as tollows:-

I T,E M 

Transmission system .. • .. .. .. • 
Distribution system .. • .. • 
Vernon substation • • .. .. .. .. 
Vernon Warehouse and Garage .. .. 
~A8tBr1a1s and supp11es .. .. .. • 

: Present Invest- : Investment un-
: ment as per Ex-: artected'by agree

hi "01 t No.1: ment as per Ex-.. .. .. .. .. .. 
:$ .. .. . .. .. .. .. .. .. 
••• 1' 
• ..;1 

. .. 

28,000.00' 
501,000.00 
68b,OOO.OO 
94,000.00 
95 1 000.00 

1,40~.I00().OO 

hibit 2 • 

;$ 28,000.00 .. 125,000.00 .. . .. 68.5~OOO.OO' .. .. 94,000.00 .. 
: 95.000.00 . 
:i 1,027.060.00-

It will be observed that only the investment in the ~istr1bu-. ' ' 

tion sYstem is attected, this being reduced from $501,000.00 to 

$125,000.00 or by the sum or $376,000.00. The $375,000.00 includes 

$58,000.00 of a1stribution system that ivi11 be transte~red to the 

City or Vernon and $318,000.00 that will be removed. The property 

that vdll "00 removed consists ot $217,000.00 ottranstormers whieh can 
.' ' 

be used on other portions ot the E~ison syst~ and $101,000.00 rep

resents poles an~ wires ~ismantled to avoid dup11oat1ng, invest~~t. 

The =~oval or ~he transtormers is necessary because the City or.Ver-

non sYstem operates at 6900 volts and :part ot the Ed.is,on system. at 
.,.". " 

2~00 volts, and. pe.rt at 16,000 volts. The transformers the Ed1sonCom

pe..ny is now using in Vernon w1ll not operate on the Vernon system. 

The accrued depreciat10n on the $58,000.00 ot distribution sys

tem tllat ..-;ill be transferred by the Edison Company to the City ot 
Vernon is estimated at ~14,400. Under ~he agreement the Edison Com-



pany mu.st bear the oost otconso11datillg the two systems. This oalls 

tor an 1nvestment estimated at $569.178. which, added to the $58.000. 

ot existing property that \v11l be t:re.nstened, makes a total ot 

~627,1?8. 

The investment of the City ot Vernon in its munioipal electric 

syst~ as ot Deoember 3l, 1936 is reported at $3,799,749.~5., ~e 

accrued depreciation on the City of Vernon properties is said to be 

0488,709.11 •• ,Aeding the said $627,178. to the sa1d~3,799t749.ti5 
original"'. ' ' " 

make s a total/,J.nvestm.ent or $4,426,927.55 in property covered by the· 

agreement. 

In 1936 the Eaison Company realized ~46l,O~4.31 ot revenue trom 

the salo. or electricity in the City 01" Vernon~ In Exhibit No.9 the . . , ,~ 

Edison CompanY' sho ... .:s that 1tit vlere to lose the Vemon business 1t8 
" :'," ..... ',. 

expenses during e. low water year would 'be $183, OOO"~ less than ~b.ey·' 

were in 1936, and during a high water year ~130,OOO. less. ,The dif

terence oetween the two amounts is oaused by a var1ation ill :t'U.el costs. 
'~. ".,t 

~J.ring e. low water year tho fuel co'sts are reported at $77,000. and 
" " ,." .j .... 

in'a high vmter year at ~ll,OOO. The' variation in'tuel' eosts re-

stilts in a change in the tec.ere.l 1ncome tax. On the 'basis or its 1936 

Vernon business, the Edison Company, wers it not operating 1n Vernon, 
" 

would sutter a loss or $278,000. 1n a low water year and $~31,OOO. 1n 

a high water year. 

Had the agreement been in effect ~uring 1936 the Edison Com: 
pany, according to Exhibit No. 16 would have had en added net iXLeome 

of $136,000. Its out-ot-pocket ad<i1t1ollal cost ,to operate tbe'Ver-

non syst6m is reported as to11ows:-
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Bono. ret1rement .. .. .. .. .. .. .. .. .. .. .. .. .~~ 98,000.00 
Bond interest. • ................ 159,657.50 
2% or Gross Revenue(~1,229,OOO.) .. • ... 24,580.00 
.i} .. cid.itional CommercieJ. Expense ... • • 20,000.00 
~~intenance or Vernon Generating Plant 25,000.00 
Additional Operation and. 7l'!aintenance: 

Distr1bution system • .. • • • • • .. 
~~es on leasehold • • • • .. .. • .. .. .. 
Interest and Depreciation on New Money 

Property ($532,000.) ........ . 
Incr~ent Cost or Additional Load 

(78,500,000 kwh 0 2 mills) ....... 
Total Additional Expense •••• 

Increase in Cross Revenue rrom present 
Vernon municipal system • • .. ... 

Less Add.itional Expense as above ..... 
Net, subject to Income Tax • • 

Income Tax, 191~ • • • .. .. • • • • .. .. 
Balance atter taxes and all costs 

45,000.00 
25,000.00 

46,100.00 

157,000.00 
:.?600,~~?50 

768,000.00 
600,000.00 

~?16e) 000.00 
~2 000.00 

$2;"0;002.00 

TAe issue raised by protestants revolves around the question ot 

the continuance or competition. As indicated, the Edison CompanY' 

prior to 19~5 was the sole distributor ot electric energy in the City 

or Vernon. In that year the City placed 1ts electric plant in oper

ation and. now has about 60% and the E~ison Company 40% ot the electric 

business in the City. The Edison rates in the City ot Vernon are 

nO\'1 the same as the City rates and ere lower tlleIl. in noncompetitive 

territory. 

This COmmission has no nuthority over tho construction and opera-

tion ot municipal electric plants. The rates charged by a city are 

not subject ~o review by us as are the rates of a private utility. The 

matter or allowing private uti11ties to meet the rates ot publicly and 

privately owne~ plants was co~sidered by the Commission in DeCision 

No. 24214 date~ November 9, 19S1 (Vol. 36, C.R.C. 766). In that decis

ion the Commission held that a utility had the right to meet in good 

faith a competitive rate without rendering 1tsel~ subject to a charge of 

unlawtul locality ~1scriminat1on. Protestants do not challenge ~he 

=ates now charged by Edison Company un~cr eXisting conditions. But 

they contend that by the executfon or the proposed agreement, competi-
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t10n b0tween the City of Vernon and·the Edison Comp~ is terminated 

and ~heretore the principles announced in Decision No. 24214, dated 

November 9~ 1931 no longer apply. 

The City ot Vernon is not selling its plant'to the Edison Com-

pany. It is leasing the plant to the company for a term ot 10 years 

subject to several conditions. One of these con~itions, dictated 

according to the record, by the City, is that the Edison Comp~ Will 

not charge in Vornon rates higher than those charged by the Bureau or 

Power and. Light of the City or Los Angeles or rates h1gher tban it 

charges for similar service elsewhere in Los Angeles County. Thus, 

wh11e the ~ity transfers possession ot its plant to the ~dison Company~ 

1t ~oes so only upon condition ~hat 1ts ra~e po11cy be maintained. 

The municipal plant must be kept in good operating condition and 

shall be operated under its own power, complete with all its aUXi

liaries, for a period of approXimately thirty(~O) minutes, at inter

vals ot not less theJJ., nor more thaIL, approximately once in each 

thirty(30) days. ~r.bile ~h1s operation will be under Edison Company 

::.aJlage::nent, its purpose is to a::sure to the City or Vernon a plant 

ready tor operation whenever it has cause to terminate the agreement. 

In etfect, therefore, the competition which now exists justifying the 

Edison Company to meet t~e existing rates of the City of Vernon will . .. , 

continue to exist attar the exec~tion or the agreement. 

The agree~ent continues the present rate situation which 

would not be changed by a denial ot t~e a~p11eation. In that event 

the Ci~y ot Vernon would cont1nuo to operate 1ts plant and charge 

such rates as it chooses, while the Edison Company would no doubt, 

as it has in the past, meet the city rates. It appears to us that 

the granting ot the application should not adversely atrect Edison 

consumers outside ot Vernon. The execution ot the agreement obviates 

the enlargement or the Vernon generating plant and makes it poss1ble 
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tor the Edison Company to recover at least some or its investment to 

serve the Vernon territory. Such recovery should benet1t its con

sumers. In any event, the Commiss1on does not intend that consumers in 

non-competi t1ve terri tory be burdened with any addi,tionel. cost or oharge 

tor servioe cecause of lower rates in Vernon. 

ORDER 

A public hearing having been held in the above ent1t18n matter 

betore Examiner Fankhauser and the Co~ission having considered the 

evidence subI;1tted at such hearing, anci it being of the opinion that 

such application should be granted as herein provided, theretore, 

IT IS HEREBY ORDERED that Southern California Edison Company 

Ltd.. be, and it is hereby~ authorized to execute end carry into etrect 

an agreement similar in terms to the agreement tiled in this proceeding 

as Exhibit A, provided nothing contained in such agreement nor in this 

decision shall by ~he Edison Company, its successors or assigns or by 

anyone else, be held to limit the Commission's authority trom ordering 

and. directing said Sou.thern California Edison Compa:c.y Ltd., its suc

eessors or aSSigns, trom charging in sai~ City or Vernon rates tor elec

tric service which are higher or lower than the rates l:;,rovided tor in 

saia. agreement. 

DATED at San FranCiSCO, California, this 

'N'.ay, 1937 • .. 

Commis S ionor s 
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