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BEFORE THE RATIILROAD COMMISSION OF THEE STATE OF CALIFORNIA -

In the Matter of the Application of g
SOUTHERN CALIFORNIA EDISON CONPANY ITD.,

Tor an Order of the Railroad Commission )
or the State of California, euthoerizing )
agreezent providing for the transfer to )
the City or Vernmon of certain electrical )
distribution property of Southern Cali- )
Tornia Edisonr Compeny ILtd., located )
within the City of Vermon, and the lease )
by salda corporation from the City of )
gernon of the Vernon Municipal Electric %

lant.

Application No. 21065

Roy V. Roppy and B.F.Woodard, for Southern Calirornie
Edison Company Ltd. .
Leozard A. Diether, for Alhsmbra Action League and
Long Beach Municipal Defense League, protestents.
Frederick W. Lake, for Howard McCurdy,.protestant. .

PR R

BY THE COMMISSION:

OPINION

The Southern California ZTdison Company Ltd. asks the‘Commission

To enter its order authorizing applicant to carry out the provisions
or the agreeménx tiled in this proceeding as Bxhibit A.

| Soutkhern Californie Edison Company Ltd., herealter sometimes
v:eferred to as the Edison Company, is a corporation organizedlundér
tﬁe laws or California. It does a gemeral electric businéss through-
ouv the Territory in wiich it operates, covering all Qr rarts or the
Tollowing couﬁmies in Central and Soutkern Calirornia, Fresuno, Kings,
Tulare, Kern, Santa Barbara, Ventura, Los Angeles, Riverside, Sen Ber~
nardino and Orénge. Its 1956 annual rebort shows that during‘that ‘
year it sold 2,811,171;385 K.li.Ee of electric energ&; from the sale
of which it received $41,274,000420. Dﬁring' 1955 it sold 2,517,05%,690
ES.He or electric ene&sy'for $37,§56,221.2l. J
| | Prior to 1953 <ze 2digon Compeny, sO the record shows, was

the sole aistributor of electricity within the City of Vernom. In
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1930 the City of Vernon voted $3,900,000.00 of genersl municipal
bonds of said City Tor the purpose of constructing its own electric
plant and transmission and distribution system within said city.
A substantial pert of saic bonds were'sold and the proceeds used
to pay the cost of constructing a Diesel olectric generating plent
and. an electrical trapsmisslion and distribuciqn system within the
Clty of Vermon. The plﬁnt was put in operation in June, 1933 .
Since then the City of Vernon and the Edison Company have been in
competition ror the electrical business in the City of Vernom. The
City of Vermon placed into effect a rate schedule which was about
the same as the rates charged by the Bureau of Power and Light of
the City or Los Angeles. The Zdison Companjﬁthexeuﬁon':eduopd its
rates in the'City of Vernon to the level oF the City'or'Vbrnon
Tates. In spite of this reduction and the general parity of
rateé betweén the City of Vernon and the Edison Company, the City
of Vernon is now doing about 60% of the electric business in sald
City and the Edison Company about 40%e | | _

Exhibit No. 6 shows that for 1936 the electrical business in
the City or Vernon was as rollows: |

1. X.W.Z. sales by Uity of Vernon 78,508,274
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1. Revenue 0% City of Vernon $767,956.07

2. Revenue of Edison Company - 461,004.31
TOt&l. s & @ e s o :3;1,228,960.38

The record shows that the generating capacity ot the City of

Vernon plant has beon absorbed and that the City is considering the ..
instaliation of additional generating faclilities. The executlon of

the agreement meakes the enlargement of the plant unnecessery at this ‘¢

time.




Under the agreement the electrical system ot the City of Vernon
and the distributing system of the Edison Compeny in the City or Vernon
will be prysically comsolldated as am operating unit. To this end,
the Bdison Compaxny transrers to the City of Vernmon certain of its exist-
ing installation in the City or TVernon anda agrées rorthwith to do the
paysical work of conmecting Edison Company consumers, except the Warmen
Steel Casting Co. and Pacirfic Coast Steel Corporation -in the City or
Vernon, with the Vermon distributiom system, &nd agrees to construct
a substetion upon Vernon land adjolning Vernon's gemerating plent.

This substetion will be the meaxus through which the combined systems
con be supplied with power rrom Edison Company sources. By. the terms

ot the agreement the City of Vermon leases the consolideted system

to the Edison Company Tor a nperiod oI ten years with the option in the
City of Vernon to remew the lease IoT successi&e 1e~year poricds, The
apnusl rental to be paid dy the Edison Company 1s computed on the bdasis
of the maturing electric plent donds or the City o Vernon, the payment
of the semi-appual interest on said bomds, plus 2% of the gross receipts
gerived by the Edison Compeny Irom the sale of eléctricity within the
City of Vermon to consumers on the consolldated system. The agreement
contains a condition subsequent which provides that the City of Vernon
can verminate said agreeument gt any time when the Edison Company in

toe ity or Vermon charges rates higher than its rates on other por=-

tions of the Edison System within Los Anseies County, or higher than

the Tates or the Department oI Watér e;d Power or the City orf los
Angeles ror similer service. In the event of the termination of
tae agreement because OF the breach of this comdition, the iLdison vom-
pany will recelve no céﬁ@ehsation Tor the properties it 1s now trens~
Terring to the City ol Vernol. Ir the agreement is not renewed

by the City or'Vernon at the end of a lO-year period, Tthe Edison Com—




pany is entitled to reimbursement Tor its expenditures on aecounx ot
nroperties trensferred vo the City less accrued depreciation on such
properties. )

mhe Edison Company represents that it has at present an invest-
ment of V1,4os OOO. in the City of Vermon and thet oL this sum
91,027,000. Temains unarfected by the agreement. The two agounts are

segregated as follows:=

rreseat Invest- : Investment un-
ment as per Ex- .: arfected by agree-
hivit No. 1 : ment as per Ex-
‘ hibit 2.

$ 28,0004,00
125,000,00
685, 000,00

94, 000,00

95, 000.00 .
027,000, 05
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$ 28,000.00
501, 000,00
685,000400

94,000.00
935,000.00
81, eOoJOOO.OO

Transmission system . . . . .
Distribution system . . . . .
Vernon substetion « « « « . .
Vernon Warehouse and Garsge .
Meterials and supplies . . . .

e
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It will be observed thet only the lnvestment in the distribu-

tion syetem is arfYected, this belng reduced irom $501,QOQ.OO to
$125,000.00 or by the sum of $376,000.00. Tae $576,000.00 includes
$58,000.00 of aistribution system thet will de ﬁransreﬁred to the
City of Vernmon and $%18,000.00 that will be removed. The property
that will Yo removed consists of $217,000.00 of transformers w@;eh,can
be used on other portions of the Edaison system and $101,000.00 rep=-
resents poles and wires dismentled to avold duplicating inwestment.
The removal of the transformers is necessary because the City or. Ver-
non yatem operates at 6500 volts ena part of the ”dlson system at
2300 volts, and pert at 16,000 volts. The trans:ozmers the Edison Com-~
pany is nmow using in Vernon will mo% operate on the Vernon system.

The acerued depreciation on the $58,000,00 of distribution sys-
tem that will be translerred by the Edieon Compapy to the City of
Ternon is estimeted et $14,400. Under the agrcement the BEdison Com~




pany must bear the ocost or comsolidating the two systems. Thls calls
ror an investment estimated at $569,178. which, added to the $£58,000.
of exlsting property that will be transferred, mekes & totﬁl ot
$627,178. |

The investment or the City or Vermon in its mun;oipal electric
system as of December 31, 1936 is reported at $3,799,749.55.  The
eccrued depreciation on the City or Vernonm propertles is sald to be.
$488,709.11.,  Acding the sald $627,178. to the seid $3,799,749.55
nakes & toﬁ%i%m%%%%tment or 4,426,92?.55 in property'covered'by tho~“,
agreement. ”

Tn 1956 the Edison Company realized 461, 004431 of revenué rrom
the salo ot electricity in the City or Vernon. In Exhidvit Nb. 9 the
maivon Company shows that if it were to lose thn Vernon busineas 1ts :
expenses during e low water year would be $186 OOO. less than they
were in 193%6, and during a high water year‘qléo,ooo. less.  The dif-
ference between the two amounts is caused by a veriation in rﬁeitcoéﬁs.
During e low water year the rueol costs are reported at $77 000. and
in'a high weter yeer at $11,000. The variation in ruel costs re-
sults in a change in the‘federal income tax. On'the basis of Its 1936

Vernon business, the Edison"Company, were it not opéfating in Verndn,

would surfer a loss or $278,000Q in a low water year end $351,000. in

a high water yeaT.

Had the agreement been in effect wuring 19%6 the Edlson Com—
pany, according to Exhibit No. 16 would have hed en added net ingome
of $136,000. Its out-of-pocket additional cost to operate the Ver

non'system is reported as follows:-




Bona retirement . . . . . 4 . e . . . . b 98,000.00
Bond IntOTeSt o o o 4 6 4 ¢ o . 0 . oo . . . 1959,6857.50
2% of Grogs Revenue($1,229,000.) . . . .  24,580.00
Additlonal Commercial Expense ... . . 20,000.00
Meintenence of Vermon Generating Plant 25,000.00
Addlitional Operation and Maintenance:

Distridbution system . . . . « .« . . 45, 000.00
Toxos on 1eaS6h0ld « o o « o =« o o » 235,000.00
Irnterest and Depreclation on New Money

Proporty ($532,000e) v« v o ¢ « o o o 46,100.00
Increment Cost or Additiomal Load

(78,500,000 kwh @ 2 mill3) v v o o 157,000,000

Total Additional EXpense.... %600, 337 « 50

Increase in Cross Reveaue rom present : '
Vernon runicipel system o« o o o & 768,000.00
Less Additional Expense as above . . . 600,000,00
Net, subject to Income Tax . . $168,000.00

Income TaX, 19% o o o = = o o o o o & %2,000,00
Salance after taxes and all costs —$196,000.00

Tae 1lssue raised by protestants revolves around the qQuestion of
the contlinuence of competition. As indicated, the Edlson Compeny
prior to 1933 was the sole distridbutor of electric emergy in the City
or Vernon. In that year the City placed its electric Plant in oper-

tion and now has about 60% and the Ed;son Compaﬁy 40% of the electric
busineés in the City. The Ediscn rates in the City of Vernon are
now the same as the City rates and ere lower than in noncompetitive
territory.

This Cormission has no suthority over tho construction and op?ra-
tion of municipal electric plants. The rates charged by a city are |
Dot subject to review by us as are the rates of a privete utility. The
motrer of allowing private utilitles to meet the rates of pudblicly and
Privately owned plants was coasidered by the Commission in Decision
No. 24214 dated Novemder 9, 1951 (Vol. 36, C.R.C. 766). In that decis=
ion the Cormission held that & utility hed the Tight t0 meet in good
falth a competitive rate without rendering itself subject to a charge of
unlawiful locality discrimin&fion. Protestants do not challenge'ﬁhe
rates now charged by Edison Company wncer existing conditioms. But

they contend that by the execution of the proposed agreement, competi—
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tion bBetween the City of Vernon and the Edison COﬁpany is terminated
and thererore the principles amnounced in Decision No. 24214, dated
November 9, 1931 no longer apply. |

The City of Vermon is no% selling its plant to the Edison Come
pany. It is leasing the plent to the compeny for a term of 10 years
subject 1o several conditionms. One of these conaitions, dictated
according to the record, by the City, is that the Edison Cdmpany'will
not charge in Vornon rates higher than those charged by the Bureau or
Power anc Light of the Cmty o; Los nn@eles or rates higher than it
charges Tor similar service elsewhere in Los Angeles County. Thue,
while the vity transtfers possession of its Plant to the Zdison Company,
it coes so only upon condition that its rate policy be maintained.
The municipal plant must be kept in good operating conaition and
shall be operated under its own power, complete with all its aux;-
liaries, for & period of approximately thirty(30) minutes, at inter-
vels of not less then, nor more than, approximatély once in each
thirty(%0) deys. Waile this operation will be under Zdison Company
management, 1ts purpose 1s to acsure to the City of Vermon a plant
Teady for operation whenever it has cause to terminate the agreement.
In effect, therefore, the competition which now exists justifying the
E@ison Company to mect the existing rates of the Clty of Veraon will
continue to exist arter the execution of the agreement.

The agreement continues the present rate situation which
would not be changed by a deniel of the application. In that‘event
the City of Vernon would continue to operaie itz planx'and chargg
such rates as 1t chooses, while the Edison Company'wouldvno doubt,

&S it has Iin the past, meet the city rates. It appeaxs to us that

the graﬁting of the application should not adversely affect Edison

consumers outside of Vernon. The execution of the agreement obvlates
the enlargoment of the Vernon génerating plant and mekes it poss;ble
7 -




for the Zdison Compeny to recover at least some of its investment to
serve the Vernon terrlitory. Such recovery should benerit its con-
sumers. ;n.any evont, the Comulssion does not intend thet consumers in
non-compeﬁitive territory be bu:dened with any additional cost or charge

ror sexrvice because of lower rates In Vernon.

ORDER

A public hearing having been held in the above entitled matter

vefore Exmmine: Fankheuser and the Commission having considered the’
evidence submitted at such hearing, and it belng of the opinion that
such application should be granted as hereln provided, thprerore,

IT IS HEREBY ORDERED that Southern California Edison Company
Ltd. be, and it is hereby; suthorized to execute and carry into effect
an agreement similar in terms to the agreement Tiled in this proceeding
as Exhibit A, provided nothing contelned in such agreement nor in this
dgcision shell by vhe Edison Company, its successors or assigns or by
any éng else, be held to limit vhe Commission'’s authority from ordering
eng directing seid Southern Californie Edison Compeny Ltd., its suc-
cessors or assigns, rrom charging in sala City of Vernbn rates for elec-
tric service which are higher or lower than the rates provided ror in
said agreement,

DATED at San Framcisco, Calirornie, this _/4~ day of

L&n{, 1937.




