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BEFORE THE PUBLIC UTILITIES COMMISSICN OF THE STATE OF CALIFORNIA

Application of California Electric ‘J .
Power Company for Increase of Rates. ). Ap?li°?X§Z§d§§) 32188

Appearances and list of‘wztnesses
are set forth in Appendix I

o‘P TNION

Californla Eloctrlc Power Company flled the above-
numbered application on March 7, 1951, ask:ng authorlty to increase
~ its electric.rates. The.application sets forth the.spec1f1q rate‘.
increases proposed in the-cbmpany’s‘residentiél commercial, indus-
trial, agricultural and irrigazion power, mnn;cipal and ‘general
pumpzng, and street llghzing class:fzcations together with proposed
increases in the rates of certain customers now being,uerved under
special ¢oﬁt:acts. Appiicant'eétimated that.if:propose&'rame
increases were in effeect for ﬁhe full yeér‘l951 its grogs revenues
- for’ that year woﬁld iﬁcfease by.$l,230,700 on a normal year basis.

| Hearings were held before Commissioner Potter and
Examiner O'Brien, on June 27-29, 1951, in Riverside and on =
July 25-27 and August 3, 1951, in Los Angelés, the matter being sub-
mitted on August 3.on concuffent briefs tb be filed Within'ls-days
after docketiﬁg of transcripﬁ. Such briefs were filed and bhave |
been considered. | |

Uﬁder"its original application in this proceeding,-
applicant proposed ﬁo increase eachzcharge_by 7.7% plus siktyhnine |
one-hﬁndredths of a mill ($0.00069)lper kilowatt-hour. SupSeqﬁehtly,
applicant filed on May 28, 1951, an amended application, requesting
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increase 4n rates whlch would yneld an est;mated $l 520'850
ba ed :on expected operations for the 12 months ending May 31, 1952
and proposed to increase each charge by 8.1% plus nnnety-four one-
hundredths of a mlll per’ kilowat hour., During the course of the
/9* hearings-appl;cant further amended zt request, proposzng to

1ncrease»each charge by 5.4% plus’ifcy-eight one hundredths of a
mnll perrkilowatt-hour, wh;ch itacstimated would result in ‘an

increase of 8954, 065, based on operatmons durmng the yéar L1951

Wl Ty

adansted to average condatzons.
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Applicant’'s Qperatlons

- Tl \.n‘ ~

Californma Electric Power Company provzdes‘electrac

utility service in porvions of Nono, Inyo, Kern, San Bernardano,
. 0

ik y
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'Raverszde, and Imperial Countmes in California, and in Esmeralda and
NyerCountzes in Nevada.: A wnoll;-owned subsidiary, Interstate | |
L Telegraph Company,provides telephone and related services in a large
area.of eastemm Calzfornia and extending into Nevada, which conforms i
generally to ivs electric service territory. In addition, the com-\
- pany~provides.cold storage racilitles and manufactures and ‘dis~ '
A tr;butes\zcewfor domestic and commercial purposes in Imperial County.
The.applacant controls, through stock ownership. corporations con~'
ducting electric and ice operatzons in Mexdco.
nie~ . As of December 31, 1950, the company served 56,556""
electric, customers in Calzfornxa. Sales ‘of electritity by its.
| California electric davision accounted for approximately 81% of the
company's total 1950 opera*ing revenues.-
e Electr;c energy is obtained by the applicant fron three
main sources, viz.; owned productmon facilities, all - hydro at the
present time except for 3 steam plant at San Bernardino, allotted
power..from Hoover Dam, and 1nterconnectzons with other operating

systems. The company has under construction at Haghgrove near’
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San Bernardlno a new eteam-electric gene*ating station to consist
m:.tzally oi‘ two 30, 000 lowact unit.;., the £ rst of waich is
expccted to be in operation about the middle of 1952,

TR

Estlmates

nr- ﬁ’."

As the proceeding progressed, the test period which

evolved was the estimated year 1951 ad;usted.to average water con-
ditxons. The respect;ve estimazes of: the app_icant and the

Commission'* staff at present rates, together with the 1950 actual

results, are as follows-

ik o
o T GRS A e

Results of Operation at Present Rateo
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' Rcv:...ued. 19}]. A:_if ted Estimatesk . :
1950'1-’_. - . . - Applim s

: e Actual Apphcant : Comt. St.a:z‘:t Exceeds:- :
- Item . Exhibit 18 Exhibit 3A : Exhibit 19 : Staff By :

OFERATING REVENUES, $ 97,32 $10,697,757 810,928,507 $ (E_‘E)

OPERATING: EJCPEI\SES

Production.. oot 2,796,968 4,207,800 3,867,900,. 239,900
Other Oper. and Maint. _ 1,485,050 1,469,100 ¢ 15,950 o
Adming and. General 6 : 653,900

Taxes... ‘ . : 2,033,39%
Deprocia.tion Anm:.ty PR 600 -~

Amort .of ‘Plant Acq.Adj.

Ibtal Oper Expenses
NET REVENUE . 2,295,950 :

' RATE BASE, (Undopr. ) 12,930,000 444,500,000 m,soo>06o -
RATE OF RETURN saegt . L.93% 5.2\7%‘ N CEY; 4
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» Aammos avera.ge water conditions and 47" federal inconme
tax rate.

# Applica::tfs Exhibit 3 shows 5.57% rcturn oo & somewhat
zma.’l.le*' *a.te ba.se. e s e . :

The 1ﬂitial exhlbi s nad contained. greater differences in
revenues and production expenses but by conference agreements many
d;ffercnces were resolved. | ) .

'I'he da.fference of $30 750 in the revenue. est:z.mate... for
1951 is due enxzrely uo the fact that in the applicant's estimate

the revenues from delweries to Hawthorne Ammunition Depot and
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L/”’Nﬁneral County .Power System., for:use.in Ne&ada, are based on the

| it 2
rates in effect prior to-California.Public Utilities Commission

Decision No. #1798?(l9h8}* in~accordence with a recent Federal Power
Commission directive, while~the.staff’s revenues reflect the rates
established by that decision and.reaffirmed for those deliveries by
Decision No. 45913 dated July- 3, 1951..

It is apparent thatythe.only substantial dszerences
existing between the-applicant?s and the staff's revised est;mazes
are. in: the production expenses. There is.a relatively small
difference of about $25,000 between applicant's. and the staff's
estimates: of administrativenend general expenses. In connection
with this-proceeding the staff requested applicant te prepare?an‘
up-to-date- study to determine the portions of its gemeral exﬁenses,

properlyﬁallocable.to other~companies and areas. This study was

-y -made and showsl hat too great a portion of total general expenses

,5V'was being allocated on the.books to the Cal;fbrnma el eccric

A
operaclodgf\ The revised allocatzon as developed by the study zs

reflected in the staff's-estzmate. The staff's estimate of general
expenseq will be adopted as applzcant's original estimate was not
rev;sed to reflect the results of this qtudy.

Inztially there was some dif’erence between the appl;cant
and the staff as to the amount of the rate base estimated for the
test pefiod. During the course of the proceeding, hewever, in its
Exhibit No. 3-4, applmcant adopted the staff's estimate of
whid, 500,000 which 1ncluded a worklng cash capital allowance of
%1,000,000. The latte: azount was based on a2 study of applzcant s
working_cesh requirements giving'consideretion‘both to the reletzve |
lags in receipt of revenues and payment of expenses and to an

analysis of certain balance sheet accounts.

The applicant also submitted an estimate for the yea:

ending May 31, 1952, which indicated lower earnings than these
o
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\f‘ehown above. The record is clear that the actual earnings of 1951
;ﬁ//' will be over $100,000 less than the estimates based on

average wateér cond;t;on,”as-set'*brth above largeiy’bébéﬁseiﬁhefz*?'

below ‘that of ‘an average year, " Lo N *~r¢e:J R
“'The” staff; in-ExXnibits Nos. 18 and 19;-also ‘Showed the ~-CF
earnings under ‘presént rates on -a depreczated rate base as follows:

TRt EomentRit U 1950 4 i Revised TI95LM T
Item S Actual Adiusted Estimate

. =

ST
-

Operatlng Revenues $ 9 Ll7, 332 $10 928 507
Total Operating Expenses LB »L70 8. ,904, ;309"

Net Revenue g 1 987 162 ‘2 024 198 e
Depreciated Rate Base 35, 1661, ,589 38 042, 7000
?ate of Return”’ . 5.577 o 5 32%

*  Assumes’ ave*age water conditions . and h?% federal -v;j

income tax rate.

Production Expenses
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A conszderable dszerence wa.s apparent in the estlmates
ofip%ddﬁctionzexpenses‘presented by applicart in Exhibit NOT 3 and
by the Commissieﬂfé”stéff”in Exhibit“Noi*l8'for"%he”?earfl9514 s
adjusted to nomal dodditions. In the latter respect applieantTS"'
estimate was normalizZed for hydro production in its plants and at
Hoover Dam add"Waé“édj&sﬁéaﬁtolgive full annual effect to the
Edwards Air‘Ferce*BasézéxCpange contract. i’ IHe staff’s estimate was
adjusted to"féfle&t‘hefﬁér1§£o&uctien'fiem‘ﬁﬁé“compeﬁy's hydro
plants, normil sédondiry SHESEF availible froE’HooveEfﬁam,”end
normal maintenéﬂée@éipéﬁ;ééliﬁfﬁll“ﬁléﬁts. Applzcant’s estimate of
total production and purdhaséd power” expense £6r £€s’ Cal:fornia
system was $4,238,200, based'upon ‘deliveries of‘762 720 megawatt-
hours. The sbaff’s estimate was 93, 692 501, based upon delzvermes
of 732,482 megawatt-hours. Durzng the course of the proceedmng,
conferences were held by engineers of the znterested part:es in

order to c¢clarify the details of the differences between those

-5=




productxon expense estlmates. Subsequently, both applicant and the
staff presented *evzsed figures in which many of the mlnor dnffer-

ences were reconciled. App_icant'

s revised estimate was presented
in Exhidbit No. 3-A and the staff's revision in Ethbit No. 19. Béth
of the revzaed estimates were based upon dellvery from the
California system of 756,383 megawaxt-hours for the adjusted year
1951.

of difference is given in the following table:

A comparison of the production estimates‘showing the points

Comparison of Znergy Production Estimates
for Year 1951 Ad-usted to Average Conditions

: Commission:Applicant:
: Appl;cant : Staff : Exceeds :

Ttem :Exh. No.3-A:Exh, No .19+ Staff By 2

N;gawatt-hours

Energy.
Company Hydroelectric Plants
doover Dam Secondary Energy
Purchase from S.C.E. at Highgrove
Energy from All Other Sources
Total'Ehergy forﬂSystem |

Deduct: -
Energy Recd. and Hsed in Arizona

Bnergy for Calzfornia System

Production E&penses

Company 'Hydro., Oper.. & Wisc Exp. $
Company ‘Hydro., Maintenance Exp.
Hoover Dam Secondary Energy Charges
Energy Charges for Purchases from
City of Los Angeles under Original
Contract -
Charges for Purchases. from S.C.E.
ar Highgrove -
ALl other- Productmon Expenses and
Purcnased Power Costs

221,000

12,000
280,033
359,210

‘2,1 Q00 -

ok, 7000,

251, 410"
3594210“

(TEGUUU)
; |

902,243

_5.,000

| 895,620'A

5,000

6,623

897,243

225,000
205,000
187300

460,572

1,887,400,
1.365,500

890,620 .

217,500
170,000
500‘
‘a36;6oo |
1,684,400
1,365,500

Total Prod. Ezp..for SystQW*-

Deduct:
Cost of Energy Recd. and Used
ln Arizona - ,

4,161,772

30,000

3,897,900

_30 OOO

| Prod. Exp. for Calif. Systen

4,131,772

(Red Figure)

~6~

3, 867 900




The revised estimates showed a difference of i 7 100 1n |
operazing and mlscellaneous expenses for the company’s hydro plants
and a difference of 635 000 in ma;ntenance expenses for those ‘
plants. In each case the applzcant's estimate was hlgher than that
of the Commissmon’srscaf., The two estimates of hydro plan: oper-
axing,and.miscellaneouevexpenses were in substantial*agreement,
considering the nature of the quantitics. However in the light
of the experience of recent years applicant’s estinate of mainte--
nance expenses for 1ts hydro plants, while reflecting applicant's
proposed expenditures for that purpose, appears also to reflect a
'year\of abnormally high‘maznrenance expense. For normal mainte-

nance during the year 1951, the staff's estimate of {170,000 will

be adopted.

A difference of 10,000 megawatt-hours between the esti-
mates of normal energy production from the company’s hydro plantst
was occasioned by inclusion in.the staff's estimate of tbatuqhan-
tity of'energy as a reasonable reflection of the company's ciond-
Seeding activities on the Brshop Creek watershed. Applicentfe\
witnesses agreed that the clond-seeding activicies were beneficial
but contended that the amount of benmefit could not be determmned
and at best should be reflected only to the extent of its effect
on the long-zerm average production from the Bishop Creek plants.
Thus, applzcant would reflect three years of cloud-seeding actxvzty
in a record of 25 years of productzon., It is apparent that reflec-
tion of the benefits of cloud seedzng in the manner proposedwby
applicant would be inadeqnate. Obviously, 1t would be imprope. zo
spread the first three years of production from a new or. ;mproved
unmt or a new plant over 25 years of hzstory of the original
plants. Applicant points to the doubt ra;ued by theaUnited States
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Weather Bureau regarding proof of the effects of‘cloud-seeding~ ,

- activitvies. It appears, however, that the Weather Bureau quesﬁions
the accuracy of the results rather than the reality. The staff
ﬁsed-l0,000 megawatt-hours as a conservative estimate appropriate
for its presenx'scudj, although irndications ﬁeré that_tﬁe average
annual effect of oloud‘seoding during the reoent threé-yéar period
was between 13,000 aﬁd 18,000 megawatt-hours. For the purpoées_of
this procee&ingkphe reflection of 10,000 megawatt-hou&s of
hydroelectric production,,because_of'the compaﬁy{s cloud-seeding
activitiés, is appropriate.

Applicant'S-estimaze for normal seconcary energy which
it would reoeiﬁé Srom Hoover Dam was 42,000 megawatt—houfs, com-
pared with the staff’s estimate of 54,000 megawott-hours.‘ Apolicant
is entitled to 5% of the secondary emergy available at Hoover Dam.
In support of its estimate, applicant presented cooiesﬂof,tabulaé
tions issued by the United'States.Department of thé-Iﬁﬂerior, |
Bureau of Reclamation, Boulder Canyon Project showing the determi-
nation of energy rates effective June 1, 1946 and June 1, 1951,
The tabulation of rates effective June 1, 19L6 shomed an est:maxed
annual use of energy at the secondary energy rate of 841, 000
megawatt-hours durzng the contract yvears from 1941 to l986‘ inclu~
sive. The tabulation of rates effective June 1, 1951 shows the
estimated annual use of energy at the secondary rate in The amount
of 810,000 megawatt-hours for the contract‘yearo from 19k7 to 1986
inclusive. It.should be noted that both of these thimated amounto
reflected equal annual division of -the estimated secondary energy E
available afver deduction of previously delivered secoadary energy
from the statutory 50-year total of 40,495,000 megawatt-hours,

which was establlshed for the purpose of computing energy rates by
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regulations promulgated nnder the Boulder Canyon Project Adjustment
‘Act. We also note that under this method'of computation a series
of years of nmgh ceconda"y outout would result '4n a diminished
estlmate\of secondary output for the future. The' reverse effect
normally oceurs in the developme t of the expect ed'averagethydro-

electrzc productzon of a‘plant from the history of production in

Wl Ve oee

past years. -
' The st aff’s estinetc ofrge 000 nega%ntt;hourS”was'based

upon an average secondary output from Foover'Dam of 1 OSL,OOO

megawatt-hours whlch in turn, was derdved by deductzon of

L 216 OOO megawatt—hours of fiwm energy available 1n the contract
year of 1950-19Si ’rom 5 300 000 megawatt-hours reported by the
Bureau of Reclamation to the Federal Power Commisszon as its -
estzmate of potent;al energy ’rom Boulder Dam under average or -~
medzan flow conditzons. n a recent proceed_ng before th;s ‘
Commiss;on, Case No. 528L a representat;ve ‘of the . PalelC Southwest
Power Intercnange Comndttee presented estzmates of energy resourcee
for the years 1952 1953, ard 1954, “under average hydro conditzons,~
whlch included the generation ot 5 LOO OOO megawntt-hours at’”

Hoover Dam. On the othe. hand the 8&0 000 megawett-hours used by -
appl;cant as average avamlable cecondary when combined with the
firm energy presently avazlable, would indicate average total Pro-

’ ductmon from Hoover Dam of about 5,050,000 megawatt-hours. The
f;gure presented in the staff's estimate is supported,by the weight

of evzdence in this proceed;ng.

- e
P

A dmfference of 6,623 megawatt-hours lies in the estimates
of energy allowed for losses and company use, the applicant's
estimate being higher than that of the Commission's staff. ‘"

Applicant's witnesses and counsel, in brief, explained tke

difference as a reflection of 19,000 megawatt-hours which the

~9-
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company received during the first‘ll‘months of'l950 az a 30%.
allowance for losses under its contract for purchase of Owens
Valley surplus energy from the City of Los Angeles. Apparently
-applicant has not included those allowances for losses in its
reports of energy *eceaved. Applacant*s\witness stated thas its
contract with the City of Los Angeles, at least with respect to -
that loss allowance, was terminated December 1, l950 and has been
replaced by a contract under which it receives an allowance of. 10%
for losses on such celzverzes. Applicant concluded—that the staffﬂ
estimate was e-}:zo::'*c,"b:,f 12,000 megawattAhours on losses‘by'reflection
of the 20% differential betweer the 1950 and 1951 contract condi— -
tions on approxamafely 60 OOO negawatt~hours it received in l950.
However, neither the applicant nor the Commissaon*s staff included
;1n its energy sources for the adjusted year 1951 anf energy rece.:.ptc
by the. company from the Owens Valley plants of the City of

Los Angele : Applacanc’s counsel in brief, also compuzes a dif;
ference watn the staff of about 12 ,C00 megauatt—noursrby adding

the dsze:ence~shown.an the estimates, 6,623'megawazs—hours,van
amount oI 5,500 megawatt-hours calculated by taking 25%Jof‘the
additional 22 ,000. megawatt~bours which the staff estinated would
be awaalable from' the Bashop Creek plants and Hoover Dam. A loss
ratao of 25% on tuae lapter energy does not appear 1n vhe evzdence.
As to the staff’'s espxmate, the evadence shows that losses for the
adausted year 1951 were developed from its estamate of losses for
the expected year 1951 and the latter es imate reflecped actual
experaence for the first four months of 1951.

A comparison of the energy productaon fmgures in .
‘applxcant’s first estimate for the adjusted year 1951 Schedule A
of Exhibit No. 3, with its revised estimate fo* phe sanme period
Schedule B of Exhibit No. 3-A, shows an increase of 680,00Q_




megawatt-hours under the revised basis for losses on the’CelEfornie
system excluding the export bﬁsiness,'although at the same t&ﬁe,
apol;cant reviged its estimave of Calm*ornia del‘ve*ies excluding
 the export business downward by 6 337 megawat t—bours and elmmina ed
as receapts at Hoover Dam some 60, OOO megawatt-hours of energy as -
replacement for steam energy generated by tae City of Los Angeles.
Applicant's witness allowed 12.5% loss in incremental energy?trans—
mitted to load ceater f;om Hoover Dam and its: northerm hydro&
sources, and 5% on~enepéy'transmitted from Seal ﬁ"t*a.ch.‘. y
Another indication of an appropriate allowance for losses
may be developed from the allowance included in appliﬂanpfs orig;nal
estimates as presanted in sxhabit mo. 3, excludzng its exporp bus-
iness. That allowance should be adjusted to the condivions of '
applicant's Exh;blt No. 3-A by reflectzon of l2. 57’loss on the dzf-‘
ference 1n energy received at Hoover Dam, both as.to applicant's
$irm energy and that rocezved through ips.oupplemencary cont:act
with the City of Los Angeles, and an adjustment ’or 5% loss on addi-
tional energy from Seal Beach. The resulping losses ehus.obtained
should then be adjustea to the level of deliveries used 1n |
‘applicant's Exhibit No. 3-A and allowance made for losses oniexport
busiress. A‘further‘allowance of 12.5% loss should be made oo the
1ncremental hydro energy as a result of cloud seed;ng angd use of the
hlgher estimate of Hoover Dam secondary energy. This procedure

results in adjusted losses of about 137,000 megawazt-hours, which

will be used for the purposes of this proceeding in view of its |

comparison with the estimates presented by applicant and the
Commmsszon's staff.

The dlfference between the applzcant’° and the staff’s
estimates of energy purchased at Highgrove from the Souphern;

California Edison Company is the result of the differences‘iﬁ




energy production and loss estimates vhich have been aiscussed
above. Both applicant and the staff reflected iz purchases qt
Highgrove sufficient cnergy to make up the estimated regulrements
af&er-determinatién o# tﬁe'estimated energy available from:o*her
- sources. We shall follon the same procedure in our considerazionf
of thzs question. |
During the'clo¢ing,days of the hearing,'a question arose
as to the costs iacl uded in appllcant’s estimates of productmon
] expenses for energy purchased from the Cmty of Los Angeleu.
Applxcan:’s revised eotmmate included the purchase ol lOO OOO
megawatt-hours at gn energy charge of $h36 600. Under s estlmape
certain of that energy was to be generated from gas fuel in the
City's steam plants. Howe#ér, upén.inquiry'ax the tice of the
hearings, applicant was advised that the City changed its procedure
for billing calculations and, in all pfobability,"the energy charges
for.energy supplied %o applicant would no longe} réflect-gas fuel.
Accordingly, applicant revised its estinate of'e“ergy charge'ﬁO‘
$46C,572. It is apparent that the staff's estimate of wuzé 600 for
like energy should be adjust ed accord;ngly. |
As a result of the foregoing adjustmenvs together with
production expenses upon whzch the applicant’s estimate and the
staff’s estinate were in agreement, an allowance of $3,920, OOO will
be iade for production expeﬁses during the year 1951 adjusted?po
normal conditions for the purposes of this proceedzno., | .
The company and staff estzmates of taxes ocher than on
income differ by only about $19,000. Thzs difference 15 almost
entirely in the forecasts of ad valorem taxes. Ve will adopt for

taxes, other than on income, ‘an average amount of ¢l,060,000.;‘~

el




. i “There was no controversy as to the baszs of computzno |
income taxes. The applz.cant mace computations at both 47% and 50%
federal income tax rates; the staff only at the then effective’ L?%‘
rate. OSince the submission of this application, leg;slation has
been enacted increasing the. £ederal.lncome tax rate from h7% to
52%"and’ repealing.the federal. electric energy tax._ The taxes
adopte& ‘herein reflect these changes on a full year basas, using ‘
the "adopted revenue and. expense ¢1gures.1 .

CondIusions ‘as to Qperatlng Results for Test Year

.

~C Acsummary of. the . operatzng‘results for the teqt year o*
1951 "¢stimated under. .average. water condmtmons, adopted ’or che

purpose of testzng the "easonableness of future rates is as
follows-~\

T - LRES R
~ans --.--L-. .

e 5% Sink;ng Fund '“"5%-Mbdified
Iten Method * s LS. B Method, .

Operatzng RevenLeo S $10, 928,507 “¢- 810 ”928-507u;

Production Expenses T e 3 920,000 " & ,920 8
Other-Operating nxpenoes lZL Q00 2,124, OO
Depreciation 552 7100 875 000

Taxes# - 2,o§1,1§z L 2,0&1:132'
Total Ope“ating Expen - 237 gr s vk 37!

- e, L

Nt Revénus - .. 2,291,270 1'963 370
Rate Base s AA?SQ0,0QQ 38, OLZ OOO

.4.', PRI ’Nf‘

Rate ‘of Return | o ' 25;15%13; - 5. 17%

* Reflects.52% federal income tax ané no electric -~
energy tax.. R

It is clear that an increase in rates and charges 13
Justifzed. Some guestions were raised as to the effect of the Pro-

posed new steam electric generating plant at San Bernardzno. \It is-
estimated that the rir st wit of‘BO 000 kzlowatt,w1ll be in opera—

tion by the middle of 1952 and additional units at later dates.

The actual resultu will be dependent upon several factors and are

Too uncertain to consider defznztely at this time.

~13-
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- Conclusion as to Earnings | - j:\

Applzcant's request for mncreasee in rates is pred‘camed
among other things, on a return of 6% applied to an undepreqmated
rate base7 | | ‘

Counsellfor the protestan cement companies apparently da
not take issue with the rate of return of 5.7% found reasonable by
the Commission in 1948. They request, in general that the appli-‘
cation be denied so far as rates charged to them are conce:ned and
request that applmcant be requzred To serve then at rates comparable
with those qharged by Southern.Calzfornia.Edisqn Company-fo: service

to other cement companies. |

Counsel for the exeduzive ageacies of the fede*al-éovern—
ment suggests, in view of applicant's pvzdence that in 1950 the
actual earnings of the electric utilisy propcrtzeo in. Californma
were 5.57%, there is a strong inference of inadequate Parnangs or
undistributed profits in other lelSionS of applicant's operaxionu.

Finally, counsel for the Dzrector of Brice Stabmlization
urges that the application be denied and states that "the 1ncreaue,
if granted would comstitute. a long forward gtep in the upwa;d :
spiral of znflat;on, contrzbuzing its full share to uhe TUR-away,
uncontrollable inflation.” He states that increases in rateé should
be'bérmitted by those oxercising-jufisdiction over then onlyito the
extent neceysary Lo enable vhe utll;ty to earn a sufficient return
%0 meet the demands of the public for its servicc, and’ statps that
applzcant has not demonstrated its need for a rate zncrease'under
this standard. _

In support of its request, applzcant presented testmmony

shbwing, among other things, that it is faced with a contznuing

program 6f plant exﬁansion and with the necessity.of raising funds

to meet it. In Exhibit No. 8, it reports its actuai construction




expenditures forlehe last 10 years in its California eleetrie divi-
sion in the aggregate amount of $22,907,80%9, and its estimazed i
expenditures in the same division for the three years 1951 to 1953,
inclusive, in the amount of e23,864,700, a substantial portion of
- which must be provided throughvthe issue of securities. |

A witness called on‘behalf of applicant testified.that,.in

his opinion, without the'rate’iﬁcreases here'requested” applieant |
will be unable to finance its construction program, although in thiq
connectzon it is noted that applicant has arranged for a lxne of
credzt.whlch should provmde, temporarily at-least, the\fqnds .
necessary for its 1952:conspruction with no permanent fiﬁaneing
being required until the-early part ef 1953.‘.The‘witness stated,
however, that applicant is faced with tke pessibilitj of failure in
1951 of earning the 60-cent dividend it has been pamvon its
common. stock and that such a failure, in his opznlon would 1nte*-.
fere with the sale of stock at -a later date. In hzs teutzmony and
in his Exhibit No. 12, he sete.forth certain comparative daza.showa
ing that applicant's common stock is selling on the markep‘en'a‘
higher yield basis than the stock of other electric utilities and
that, in general, applicant kas paid ouz:a‘higher.proportieﬁ of its
net earnings. The witness concluded that the'higher yield'reflectee
the narket appraiéal of the risk attaehed tofappiicant’s stock and
indicated tha%t the present earnings are considered inadequate to
protect the preoent cmvmdends. | ’

The record showa applmcant has issued bonds, debentures,
and shares of preferred and common stock,.and has used earnings
from operations in finaneing the cost of its assets.f‘ExhiSit Ne; 18
shows applzcant’s capxta* structure at the close of 1950 to cons*st
- of a long-term debt in the amount of 54,306 of the total, preferred
lstoek 23.5h% and equit vy capital 22.16%. The exhibit shows the
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effective interest rate associated with the long-term debt; pre-
- ferred stock, and_thosé reserves which are being éccumulatedgon the-
sinking fund basis, at 3.90%. It farther sets forth that th@ coa--
pany during the last five years had paid dividends on its shares of
common Stock in the amount of 60 cents annually, ‘and that lto ‘earm-
1ngs available for such dividends have ranged from a high’ of.
90 cents in 1949 to a low of 8L cents in 1950. Applicant reportv
earnings. for the firse three months of 1951 at 1l cents a share as
compared wmth 21 cents a share for the ccrresponding perzod o 1950..
The reference made to applicant's capital structure}
applies to its properties and operations as a whb;e;._Its seéufities
represent not only its'investment in its Célifornia'élecﬁric-divi—‘
sion but in its electric properties outside California; its other
utility‘properties, its nonoperative properﬁies,'and in Securﬁties
: of xts-subszdmary companies. According to its Juiy 31, 1951 ﬁbal- :
ance sheet, its investmenz in its Calmfbrnma electric leiSlon
aggregaved $48,181 549, in its other electric dzvmsmon @1 6313966
in its 1ce and storage division $4,035,807, in nonoperative prop-'
ertmesg¢79,1285 and in investment and fund accounts-q6,145,339- In
arriving‘at thé conclusions set fortk in tais décision, ‘6hSidera-
tion is given only to the operatzng revenues, expenses, and race ;”
base pertaxnzng to its electric operatxons in Calzfornia.. The
record does not disclose the results from applzcant's operation of
its other properties.. The question presented in this nroceeding is
the determination of the fair return to be allowed applicant in the
conduct of its California electrzc operations.’ '

In 1948, the Commzss;on found a retura of 5.7%, related‘to

an undepreciated rate base, was fair and reasonable at that time. .

However, it is clear that a return which is fair and reasonable in




one year may not be fair and reaéonabie-in a'sncceeding year or
years, and in weighing the matter consideration must be‘gi#en'to
several factors. The record does not show prevailinb conditions
in 1948.° It does show, however, that in 1951 there hag been an
inerease in current interest levels over those obtaining in 1950..
Exhibit No. 37 presented on behalf of some of the protestants shows,
among other things, that the ranges in interest rates of utility
bonds increased during 1951 as compared with 1950, and*tnatfrecent.
averages, qlthough they may have declined somewhat are still in
- excess of those which prevailed during 1950. :inally, it appears
that applicant has not earned the return found reasonable in the
earlier rate proceeding. | . ‘v S

The record contains evidence relating to the growth
characteristics of this company. Exhibit No. 18 shows that in its '
California electric division its sales in kilowatt-hours increased
from 270.8 million in 1944 to 546.7 million in 1950, its average
number of active accounts from 29,314 to 5L,416 dnring the same
period ané its kilowett-hourusales per average account from 9, 233 .
to 10,046. Its reported investment in electric plant in California
increased from ¢26v354 907 at the close of 19A4‘to $Ll,SSO 902 at
the ¢close of 1950 and it appears that its oeriod of heaviest con-\
struction lies ahead. This company s continuing problem is o
obtain the funds to meet the demands of its present and future cus-
tomers for service and it is clear that it will have need fbr
additional revenues if it is %o realize the net earnings necessary
to attract capital o finance its requirements.
| It is noted that unit cost° of labor and materials have
- increased -and in’view of applicant’s substantial construction

program for the immediate future some recognition should be given

to the declining return with which applicant no doudbt will be
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faced Taking into consideration federal income taxes at the |
recently adopted’ 527 rate and the repeal of the federal enectrlc
energy tax, it is concluded that additional gross revenues of |
$695, 000 will be “equzred by applxcant in its California electric
'dzvzsnon to place it in a position where it can meet the reqni*e-
ments of its service area. We hereby find ‘that quch additzonal
gross. revenues of 695, OOD will ymeld applxcant a return of‘approx-
imately 6% on a depreclated rate base n/ which return. hereby is
found to be fair and reasonable.

In arriving at this conclusion we are not unmindful of
- the position taken by counsel for the Director of Price
Stabilization. However, ‘applicant, as well as other utzlmties, is
faced with 1ncreasing costs of taxes, labor and materqu and its
rates for service cannot remain unchanged in view of its ownl'r
increased costs. The increase herein grantved in onr opxnion 1s-the
minimnm.one-which'will pernit applicant To proceedwith'itS'program"
of expansion‘tormeet the reasonabie‘demands of customers inyitstv
area for additional. service. | | |
Cost of Service Study

Cons;derable controversy developed durmng the proceedings
'and eriticisms asvto the lack of cost of gervzce stud.es were set
forth at length- zn the briefs of protestants, szerside Cement
Company, Southwestern Portland Cement Company, West End Chemical 3
Company, Californxa Manafacturers Assocmation and the Un:ted States

Navy Department.

i/ Applied to an undepreciated rate baoe the additional wevenues
will yield a return equlvalent to approximately 5. 867.
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The record‘contaiﬁs the reoulto of complete cost of
service studies as to the over-all. opcraxlons of the Calnfornia _
electric d;vzsmon of applzcant both by applicant and the Commission
staff. The complaint of protestants is\that‘these stud;es .are not
subdivided into more detailed studies as to co st to serve certain
classifications of customers or certain areas. Upon request of
protesﬁan ‘cement companies, applmcant aid produce and- submit o

all partles a cost of servzce allocation study made by one of its
engineers to determzne the cost: of productzon and transmzssmon of
electrical cnergy_on its system. Theﬁprotestants digd- not_sce‘fit
to request that this study be offefedxin'cvidcncc.

Other protestsmwerc‘directed5égains£ applicant's.request
not to increase rates in the San Bernardmno ¢city area, which. is -
competitive with the Southern Calmfornza Edzson Company.

The record ls-sufflczenzly clear to justify increases in
rates to the exxenthefetoforc indicated‘in this opinion,‘realizing
that actual costs of service in the present year are substantzally

in excess of the average costs as estzmated by both applzcanz and -

the staff, and that dxfferzng conditions may prevail upon comple-

tion of applicant's steam-electric gencr;zing plant. In orde:}that
additional and more complete data-ﬁay:be availablc. howcver' to thé :
parties and to the Commissi aon, applzcant will be dlrected to pre-_i
pare two ¢ost of servmce allocation studies, one as to classes of |
service and the other as-torareas. Applzcant will be expected to
ouxlmne the basis of allocatlon it proposes for suck scudies, and’
serve copxes of ouch basis upon the parties hereto and lee a copy
thereof together with proof o? service upon the parties with the
Commission not later than'December 31, 1951. In ruling on the
methods to be followed the Comm;ssion will give conoxderatlon to

protests and suggesnzons received not later than January 31, 1952.
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The resulta of the company's studies . w;l} be filed with the oartzes
and the Commxssmon not later than April 30 1952 cover:ng the
allocation of costs for the year 1951 and earnzngs as rela e¢ to
‘the revenues whzch would have been,rece:vea had the ratea préscrzbed
-here;n;been effective for the full year\lQQL. gowever,\the allgqa—
tions will -be based upon assumption of average water cqnditioﬁé,:
and will use the return as spécif‘ed hereih. | |

Distribution of Increasp Among Rates and Chérges

-— 1 alsan s

A considerable .portiocn of the record in thzs proceedzng
concerns-the equitable distridution of such increases as gaj be
féund to"bé‘necessary Applicant proposed to apply a portion of
the increase in grOos revenues as a percentage zncrease on all
_Present .charges and to apply the remalnder of the gross *evenue
increase, which applicant estzmated”wpgldwreflect recent zncreases
;in:the,cost,ofmgngygy,,as an'averageAgddition tb:the éharge per
.kilowatt=hour. Protestants pointed out that such a procedure would
yresult;iﬁ-a greater .percentage increase on the b;lls“of‘largé users
wthse;présent,awerage_rate per kilowatt-hour is felatively léﬁ.

. *hose protestants, who were consumers of large quantities ofﬂénergy,

. emphasized. the equalization of percentage increases fdr all éharges
and all customers. However, the record shows that, under :
applicant’s proposal, although the percentage increase for a resi—
cdential customer using _,OOO kilowatt-hours per month on tne present
Schedule D-5 would be about 7.8% as compared with a percentage
increase of about 12. 5% for a customer using 4, 000 kilowatts at\SO%
- Load factor,’mthe increase in cents per kilowatt-hour fbr theidomes-

o Jtic customer 1s at leagt tw:ce the increase in cents per mxlowatt-

" hour for the 1ndustr1a1 customer. If the increase aumhorzzed

- B

herein were dzsurmouzea as an ccugl percentage 1nc ease to al+

|
I
!
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‘ \
" , "
'charges and all customers, the percenoage WOU&d be about 61&%.

On the other Hand the many customers who use relat;vely "nal;

!

amounts of encrgy mnghn well urgo a uniform distrnbution of‘the
; a

1ncreasc zn cenzs per k;lowatt—hour of energy uolo. If ouch a

/

dlstrdbutxon were made, the ncreaoe per kmlowact-hour would be

about one-tenzh of a cent por kdlowatt-hour. ,; Nw‘w7~"{f
o PRERN e PR L SR

Tne record showe that'recenz changes have had a mazerial
effect on applzcantfs sources of po;er and energy and appllcanx'
cost of energy ao productlon.‘ A number of these changeo are
reflected dzreccly in costs of energy, wichouz influence upon the
cost of system capaclty. Ic 15 approprzate that such chenges zn
onergy cost be reflected in an adau tment of all charges per un;t

of energy. A comparzson of applmcanz's energy productzon schedule _

and COStS as recorded for 1950 wzth the test estmmazes for 1951

under nonmal or average condltzons showe- (a) a decline of 10 338

meéawaot-hours of firm energy from the Boulder Canyon Progecc

(b) the eliminatdon of L2, 514 megawatt—hours of surplus,energy"rom
the Owens Valley plants of the C:ty of Los Angeles, (e) an 1ncrease
of 5 535 megawamt—hours in cnergy from the company's hydroelectric
planoo on an averdge-year bas;s, (d) an increase of lh 250 megawatt-,
hours of secondary energy from the Boulder Canyon Progect on an
average-year baszs, and (e) an mncrease of 3& OOO megamazt-hours in
supplemental energy purchased from the City of’ Los Angeles. These
changes, with several other minor changesland the correspondzng -
cbanges in cosv, together wmth a change in the energy charge portdon
of- the cost of 100, 000 megawatt~hours purchased from the Cmty of

Los Angeles at Seal Beaoh would res ul in an adjustment of
approximately @166 000 add_tzonal coot dﬂd nearly 3, OOO megawatt—

hours leos enexrgy than-mas recorded ;or the year>l950. Such an
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“adjustment to the 1950 figures would raise thevaieyage,qost,per

‘ikilowatt-hour at production-fronm. 3. 77 mills to 4.0l mills. fExpan-;

" ‘sion of th;s ‘quantity to approxzma;ely the.1951.1level of busmness

‘could be ‘decomplished: through an adjustment to reflect addmt;onal

- purchase Trom” Southern California Edison Company at.}hghg:ove_,_mde;;ﬁ the

" terminal ‘rate of 4.0 mills per kilowatt-hour, which iSQPTO?ideﬁ,in

" Edison's schedule’, but the result.does:not .alter the average cost

-

.

at production of 4.0l mills per kilowatt—hou:wpreviégs;x‘unQed.
. Igushould be noted that. the .energy. costs refiected in
the ‘foregoing.ladjustments. apply to- energy at’ production regardless
of "the- tlme of"receiptr and do not-reflect charges Whlch are
asg;gnable to the addzt;onal capacity -made. necessary by the growth
o.’load ‘betweenr 1950 and l95l. Thus, it 1srapparent that an

“increase of 0L mills per k;lowatt~hour~at product;on has occurred -

in energy costs. Thzs cost will bYe reflected iﬁ the kmlowatt- our

componént of the rate structure. mhe remaznder of vho autho*zzed
inercasc in rates will be rcflectod as a percentage lnc*caae on al
charges pnde. vresent rates. On a unit baszs, ‘the calpulat;ono
necessary to aeve*Op,new rates are, first, each &emanﬁ‘chafge,;
minimum charge, and the rate for each exnergy bdlock wiil'be increascd
by L.77% and, second, to the figure thus obtained for:the rate of

each energy bloc will be added twenty-Sour bundred hs o._a mill

Ve

- (40.00024) per k;lowatt-hour. A1l increased ~~ates anc chargcs are

‘to be rounded in the final comoutat on o& eacn zrer, ;e rately, <o

the nearest cent in the case of rates and cha,ges cuoved in dolﬁara,
and to the nearest . hundredth of a cent in the case of rates and
charges quoted in cents. The corresmondingly. 1ﬁcreascd raths for

Schedules DWH, LS-l, and 1LS8-2 are attached hereto as uxhﬁblu A.




A-32188 *

A

Although the foregozng computation of znorease is ,based

f.

e

upon the estzmate of applzcant's total sales *rom its ’alifo-nia
: duviszon excluding'deszverles on exchange to Bdwards Azr Force
Base applmcant may not be able to effect such increases,on
"deJiveries in the’ Czty of oan Bernarddno under Schedules D-l L—l

\- '-—

H-1, P-1-C, and P-l-D or on the_de%dverdes %o Mdneral County Power
System and the U. S. Nava£ A;munationlbetotlat HaWthorne.:,If
"applzcant is unable zo effect 1ncreases in those schedules and SLor
those customers, it lS estimated that the 1ncrease in revenues 2T
will reéceive under a full year’s applzcation of the new rates, based
‘on 1951 conditmons will fall short\oélo695 000 by. about $50 000.

- Dur;ng the hearzngs questdon uas‘razsed regard;ng the
franchises and cert*fzoates held by Southern Calzfornda Edison Com-
pany ‘for operatﬂons in" the City of San Bernard;no and zn the Connty
“of San Bernardino. Thas Commls zon,’by Deczsxon No. 27881 -dated
"Aprzl 8 1935, in Apolicatzon No. 19786, granted a certzficate of
publlc conven;ence anduneoess ity autho*zzing Eddson to. exercise the
rxghts and prdvzleges of a franchase granted by the City of |
San Bernardmno under Orddnance No. 1537;vsubject only to the provu-
sien that the Commdsszon mlght thereafter revoke or lzmdt sazd |
authority aS-to terrltory not served by hdzson av the time of revo=
cation or lmmatatzou. No such revocatzon or lmmatatlon has been
ordered. Said ordinance provzded for the construction, operatzon,
and. maintenance of an electrlc system and the transmass;on and ais-
tribution of electrzclty for all purposes other than l;ghtzng '
throughout the Cdty of San Bernardzno. It appears that Edzson has
a franchdse for the distribution of electricity for lmghtdng
throughout the city, derived under Section 19 of Article XI of the
Constitution of California (as said section existed brior_to its

amendment on October 10, 191L). By Decision No. 34741 daved
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November L, 1941, in Application No. 23635, this cmmiSSion granted
a similar certificate of public convenience and neceSSity authoriz-

ing Edison to exercise the rights and privileges of a franchise,‘

. granted by Ordinance No. 482 of the County of San’ Bernardino,vfor

‘operation of an electric system throughout the county. ‘The‘cercifi-
cate respecting the County'Ordinance ﬁo. L82, however, was pre&ia
cated upon a stipulaticn by Bdison that it would not' exercise said
franchise for the purpose'ef competing with existing uﬁilitiea, and
contained the following erovision5 among others: |
"2. That, except upon further certificate of this

Comnission £irst . obtained, applicant shall not

exercise such franchise for the purpose of

supplying electricity within those parts or |

portions of said county now being served with!

electricity by any other public utility.”
No further certificate has been isoued %o Southern ¢ ali%ornia
Edison Company respecting operations in the County of San Bernardino.
Counsel for several of the protestants, including the City cf
Corona, Temescal Water Company’and Zhe Navy Department,ihaverargued
in briefs that the applicazion of increased'rates.to'some cuetomers,
in the absence of an increaseAtojcustomers in the7citylc£~
San Bernardine, would create objectionable diecriminaticn through
causing customers outside of said city to subsidize thejcostof
service to customers within the cicy. Iv is‘clear‘from”the record
that applicant believes the threat of competition by Souxhern
California Zdison Company is much greater within the clty o’
San Bernardino than elsewhere in its service area. Nhether or not
this be so, the additicnal gross revenues required fbr applicant'
| California electric divisicn have been diotributed among . the rates
and charges for all sales by that -division . including the sales within
the city of San Bernardino. It follows that applicant'* other cus-

tomers will experience no’ burden through allocaticn of the increases




herein authorized even though applicant may find it necessary to

retazn ;ts present_ rates and: chargeu within the Cltj of |
‘Sap Bernard;no to.neet the competiti fon"of Edison.“ on many occaszonq
this Commissmon has recognzzed*the effect ‘of competitzon in estab-'
_‘lmsh;ng the levels of. rates, stating in each c;se that the mainte-

nance of competitive rate, levels for some ‘customers would not be

. permltted 0, burden other.customers.‘ Zach' 'such sztuatzon must be

_-...4

considered in the light of.the" pecullar condltmons then exzstzng.

In any such case the. fundamental: question’ iz wnevhen.or ;ot the
contznuance or the discontinuance of ‘service to cuutomers ln the
‘competltzve area will vupport or burden the company’s operazions
and its service to customers in other’ areas. 1In v:ew-of the average

-

rate received by applicant from its service under prcaent tarszs

="

within the city of San Bermardino, it does’ not appear that the con—
tznued rend;tzon of that. oervmce,‘whether at present rdtes or‘at
‘present rate with.the Ancreases author‘zed here;n, w*ll be a bur-
den eo applicant's other operatzons and to _ts other customer,.

. The Temescal, Water Company u*gee pref erentzal treatment
under Schedule PA-2 on the grounds that sald” schedule app;ies golely
to 1t° operav;ons .that it.is: axnonprofit corporatmon and 1ts
probleme are d;rectly the problems of individual eitrus growerg ;n
the area. It further urged recognition of. lncreaoed pumpzng and
lowered water tables now experzence@ as the resultrof a series of
dry years. The record shows, hewever, that Temescal Waﬁerldompany
obtains a considerable portion of its water from surface runoff
during average years. In establishing its operations it must have
anticipated that not all years would'be~averege and that proﬁiéion
would have to be made for the cost of pumping water from well ‘when

surface runoff is low. Regarding Temescal’s ¢laim that its co sts




- are directly ehe costs of the individual citrus grower;vyho own the

| company, we find-nothing'unusual in the fact that the increased
costs of utility operations must eventdally £all upon individual
customers. Schedule PA-Z is applzcable to agricultural power irri-
gation service but was closed o new 1nstallations after July 31,
1948, in accordance with this Commlusion's.Decisxon No. bl798.
Applicant reported an a&erage of léeaetive accounts served under
that schedule during 1950. Evidence presented by Temescal's wit-

' nesses shows that Temescal paid a very loW'average rate under
Schedule PA-2 during the 1950-1951 season. It is appa*ent that
application to Schedule PA—2 of the increases authormzed herexn will

i

not create an undue burden upon Temescal Water Company‘or its owners.

Depreczatlon - o j

An agreement to adopt the remaining life method of eom-
puting depreczazlon accruals effective January 1, 1952 was reached,
concurred in by all the parties, and submitted for the consideratlon
of the Commzsuzon. This agreement, attached hereto as nxhibz* 3, is

approved by the Comm;ss;on and the order will specify itv adoptzon.

QRDER

California Electric Péwer Company having applied to this

Commission for an order authorizing increases in eleetric retes
and charges; public hearings having been held, the matter ﬁaving |
been submitted and Seing ready for decision, |

IT IS HERSBY FOUND AS A4 FACT that the increases in rates

and charges authorized herein are justified; therefore,
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IT IS EEREBY -ORDERED that:

Applicant is authorized to file within thirty (30)
days after the effective date of this order, and
in conformity with General Order No. 96, and %o -

~ make effective after not less than three (3) days'

. notice:to this Commission and' to the-pudblic: for ..
service rendered on and after November 30, 1951,
revised Schedules: LS~1, 1S-3 and DWH, with'rates
therein” as shown in Exhibit' A  attached hereto and,
together therewith, revised schedules for all .
other rates and .charges stated in its electric .
tariffs, including the rates for each energy block,
each demand charge, and  each minimum charge, ‘com~-.
puted as follows: . . w.iin o oo

[ P S o 4

~ 3, “Each deman&;éhérsé ;ﬁdvéaCh'ﬁihimum”;
.7 - charge ofapplicant's present schedules
7 multiplied: by 1.0477;

The rate.for -each energy block, Lirst
multiplied by:-1.0477 and, secondly, by adding
.to-the figure thus obtained twenty-four
hundredths of a mill ($0.00024) per kwhr; and

L

el

In the finmal computation of:each item - .

separately; rounding’'the.rates and i
charges taus computed to the nearest. s
one cent in the case of rates and charges
quoted in dollars, and to the nearest
one-hundredth of 2. cent in the case of
rates and charges quoted intcents. it
If applicant decides not to make such revisions in its
Schedules D-1, -1, H-l, P~leC and P-1-D, which are
presently applicable within the city limits of
San Bernmardino, it shall retain in effect the present
rates and charges of said tariffs. -
Upon' making. effective revised rates and. charges under
its Schedules P-2 and P-3, applicant shall make ...
effective, for service rendered on and after the
effective date of said schedules, the revised rates
and charges of said schedules under its contracts ' -:
with Kaiser Company, Inc., dated October L, :1947;
Industrial Electrica Mexicana, S. ‘A., dated -March 1,
1950; the United States of America -, Edwards-Air.. .
Force Base, dated June 14, 1950, and Naval Ordnance
Test Station, dated January L, l945; and applicant
may apply such rates and charges of its revised -
Schedule P-2 effective on and after the effective
date of said revised schedule for service rendered
to the United States Navy at Mill Creek for consump-
ion by the Naval Ammunition Depot at Hawthorme,
Nevada, under Letter of Intent dated June 29, 1949.
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L. Applicant shall prepare two (2) cost of service

7 allocation studies, one as to»classes of service .
and the others as to areas, shall serve copies of’
an outline of the basis of its proposed alloca-
tion upon the parties hereto and Lthe Commission
not later than December 31, 19Slvand, as amended by
rulings on protests or crztchSQH_received on or
before January 31, 1952, applicant|shall file the
results of said studies with the varties and the
Commission not later than Apri: 30, 1952.

The agreement relative to depreciation practices,
copy of which is attached hereto as Exhibit. B, is
hereby approved and applizant shall take the
necessary steps o conform therewith.

The effective date of this order shall be twenty (20) days
after the date hereof.

Da;ed at San rrancisco, Califormia, this

Neoreaselrad 5 1951

p_,,,,._,p‘f% /»:’7&7/

\‘?@Y@ %g,m ).

uCommassmoner




APPENDIX I

LIST OF APPEARANCES

Tor Applicant: FHenry W. Coil, Albert Cage, Donald J. Carman and Kenneth M. Lemon.

——————

Protestants: Riversice Cement Company by L. M. Wright of O'Melveny & Myers;
Southwestern Portland Cement Company, by Donald H. Ford and Wayne Knight of
Overton, Lyman, Prince & Vermille; West Encd Chemical Company, by Geo. D. Rives
and Alfred Hampson, Jr., of Brobeck, Phleger and Harrison; Temescal viater
Company, by Clayson and Stark;City of Palm Springs, by Russell W, Rink;

City of Blythe, by Richard H, Rive, Henry M, Beard, J. E. Sullivan, and
R. H, Rice; City of Banaing, by F. S. Wing; City of Corona, by John T. Ganahl,

Interested Parties: California Ferm Bureau Federation, by J. J. Deuel and
P Edson Abel; United States Governzent: Office of Price Stabilization, by
y M (.Bryce Rea, Jr. and Emi) J. Broz, for the Director of Price Stabilization;

Department of Executive Agencies, U.S. Government, by Geo. Spiegel, for
Charles Goodwin, Counsel, Bureau of Yards aad Docks; California Mamufacturers
Association, by Homer R. Ross; Riverside County, by leo A. Deegan;Southern
California Edisoa Company, by Rollin E. Woodburyslutual Water Company, by
Leo Zeitz; Perris Valley Chamber of Commerce by B. C. leech; Grand Avenue
Property Owaers Croup, by R. D. Baumgardner;. Sunnymead Chamber of Commerce,
by Alice M. Weber; Lytle Creek Water Imp. Company, by K. M. Boyd.

For Commiscion Staff: Hal F. Wiggins, E. F, McNaughtor, and F. Coleman.

N ;\S‘é ‘ ‘
p LIST OF WITNESSES
o .
}-/'/f” '\\g\Evidence was presented on behalf of applicant bys Albert Cage (history, character
. U™ and scope of operations), Howard Boylan (results of operation), J. A. Talley
\,\ﬁ” (results of operation, construction expenditures, cash requircments),
;\ﬁ/\ , G. C. Delvaille (electric rates), Willis T. Johnson (power production),
v A. B, Vest (financing, carnings, system growth), D. B. Theclock {revenue
estimates), Edgar Sheppeard (administrative and general expenses).

Evidence was presented on behal® of the protestants and intercsted parties by:
Dr. Allen Ferguson (price stabilization program), J. G. Jamoson (agricultural
punping costs), Heary D. Hellmers (electric operation and costs, West End
Chemical Company), Zéwin Fledschmann (comparison of residentizl rates),

Mox A. Koffman (competition and electric costs in the cement industry),

Frank T. Shects (electric.costs vs. cement prices), Olin C. Halstead {powser
costs, Southwestern Portland Cement Company), Joha C. Allen (competition 4n the
cement industry), L. C. Smull (comparison of power costs, Riversice Cement
Company), Clarence A. Winder (cost of financing, results of operation),

C. Y. Brewer (comparison of electric rates), Geo. Spiegel (by stipwlation -
electric power purchauses by Department of Defense), Russell W. Rink (utility
rates vs. inflatien), Carl C. Erast (costs of steampower). -

Evidence was presented on behalf of the Commission's staff by: Robert W. Beardslee
(history, present operations, cdministrative and general expenscs, summary of
earningss, Theodore Stein (balance sheet, income statement and book depreciation

~ reserve), L. S. Patterson (operating revenuos, production, transmission,
distribution, customers' accounting and collecting, sales premotion, and
depreciation expenses), D. €. Noill (taxes and working cash capital),
J. W. Pringle (fixed copital and rate base), and Lewis R. Koerr (results of
operation). ‘ ) : :




LIST OF WLTNESSES
(Continued)

Evidence was prezeated on behalfl of the protestants ond inter-
ested partics by: Dr. Allen Ferguson (price stabilization
program), J. G. Jameson \cgracultural pumping costs),

Henry D. Hellmors (electric operation ond costs, Vest End
Chemical Company), Edwin Fleischmana (comparison of resi-
dential rates), Mox A. Koffman (competition and electric

costs in the cement srcustry), Frank T. Shoets (electric costs
vs. cement prices), Olia C. Salstead (power costs, Southwestern
Portland Cement Company), John C. Allen (compatition in the
cement industry), L. C. Smull (comparison of power @ sts,
Rivorside Cement Company), ckarence A. Winder (cost of
finaneing, results of operation), C. M. Brewer (comparison of
¢lectric rates), Geo. Spiegel (by stipulation - electric power
purchases by Depertment of Defense), Russell W. Rink (utility
retes vs. inflation), Carl C. Ernst (costs of stcompower).

Tvidence was prosented on boholf of the Commission's stoff by:
Robers W, Beardslec (history, present operations, administrative
and gCTCTAL expenses, summary of eernings), Theodore Stein
(balance sheet, income statezent and book depreciztion reserve),
L. S. Patterson (opercting revenmues, production, transmission,
dictribution, customers' accouanting and collacting, seles pro=
notion, and depreciation expenscs), D. C. Neill (taxes end
working ctsh capital), J. ¥. Pringle (fixed capital and rate
base), ond Lewis R. Knerr (results of operaztion). '




. EXEIRIT A
Page 1 of 2

The presently effective Schedules IS~1, IS-3 and TWH are
changed as follows and ramain unchanged by this ordex in all other
.feSpecw: ‘ ) ' ' T e T S

SCEEDUIE I5-1

RLIT Rate Per Lamp Per Bimonthly Pilling Period
Lamm Rating o ALLNight Service.. idnipht Service -
Series Lazps IR D
Iameps s 2.56 $2.37

bid

n

14
"

[{ S
‘"
"
. ."

2.09
2.36

.16
6.28"
7.80"

20.77
1.5

ZL.lS :

2.88
3.13
LSk
S.3L
6.31,
8.32",
11.27 -
%.13

,La.mps Grovp Replacement
S »d .Lamps _ Street Lamps

LoVt S - 2.12 2.22

15
100

1150

200

1
n

113
"

1,000 Iumens
1,L00

2,500 .
3,400

1,000

3.55

3.11 2.8

3.32
3.82-
L.52
5.02
5.36

- 38 5.97
6,&0 6-31
‘ 500 n v - 7.86
e 10,000 ‘ 8.32"
,750 m - 20.22°
1,000 - :

_ S22k
LTI CEARCE

£5.25 per bimonthly billing period for eack timing point wher:
) switching 43 controlled by cither mechanical or mamudl control.

30 v

SCECDULE IS-3

RATE Rate Per lamm Per Bimonthly Billing Perdod

ALl Night Serviee = .

Iamp and Rating
Schedule Code - RE
T70 . Sodimm-Vepor, 10,000 Iumens & 12.62
(s Mercury-vapor, © LOO Watts W.73




-EXQIRIT A
~Page 2 of 2

SCEEDTIE DWE
CRATE

Schedule Laximum Number Capacity of Tank Capacity of 'Simonthly
Code Residents in House in Gallems Heater-’.'f £ts . Bill4ne-Charpe

- : .5.32
6.1
7.48
8.55
.10 -67 .
'12.81
-1.3,88
17.08
18.15

Boouwowneswnn

MINILOK CHARGE

Where the total. period for vhich electric service i.»suad under this
schedule is less than two momths on a bimonthly billing basis, the charge
will be prorated on the basis of the number of days in the period in
question to the total nurber of doys in an average bimonthly billing period,
which will be taken aw &0 days, but in no case will the cha.rge so. computed
be les., than 81.05.

SPECIAL COI\DI'I.‘IONS

Change of Heating Element Cana.c:.ty

There the hot water requirements of a customer already taling service
wder this schedule are increased or decreased the hot water capacity of
the water heater installation may be uodified ‘uy changirg the wattage of
the heating element in accordance with the table below:

Schedule Capacity of Tank DLaximm Number Capacity of  Bimonthly
Code in Gallons Residents in House Heater-Watts Billing Charge

% 8.95
+10.67
Il
7.L8.
7.18
8.55
10.67
17.08°
8.55
10.67‘
12.81
13.88
The above table. is not applicable to nem mater heater in.sta..lation.. in
premises hitherto wnserved wder this schecm.e

505
506
503
oL
507

WO AW =W oan




EXHIEI? B

MEMORANDUM OF UNDERSTANDING
RELATIVE TO DEPRECTIATION PRACTICES
CALIFOSNIA ELECTRIC POWZR COMPANY

The deprecistion reserve as of December 31, 1951, will come .
wnder the "remaining life" acerual method. Under this plan, -
by means of periodic reviews by the company, the annual,
depreciation accrual will be determined by the gross depre—
clable plant per books less the then exdisting depreciation -
reserve relotod 1o the estimated equivalont remaining life
of said depreciable plant and estimated grosc salvage, less
cost of removal. ‘

Under the foregoing plan no adjustmonts for cither dolficient
or excessive depreciation reserve balancos will bo made in
the future through surplus, even though the acerusl method.
initially adoptod be cnanged. ‘ c

The company will maintoin within its organization a continuing
staff roview of depreciation charges. This staff will have
the duty of: (a) presenting by December 1, oach year,  °
recommondations for proposcd basic depreciation ratos for
the cnsulng year for Minagement approval and Commission
review, the first rcport to be filed Ducember 1, 1051,

and (b) making the adjustment necessary as o composite
rates for Deccmber accounts of cach current year, basod on
the basic lives approved tho preceding year, with the
objective that the accrual for the year will be properly
weightod as to actual plant changes during the year.

Dated at Los Angeles, Califomia, on August 3, 1951.




