
46397 Decision No .. ____ _ 

BEFORE'THE PUBLIC UTILITIES COMZJ.U:SSICN OF THE STATE OF CAI.IFORNIA 

Application of California Electric ) Applicat.ion No. 321se 
Power Company£or Increase o£"Rates. ). ,(Amended) 

Appearances and list of ~tnesses ' 
are set forth in Append~x I 

OPINION -- ..... --. ...... -

California Electrie Power Company filed the above­

numbered application on ~rarch 7, 1951, asking authority to increase 
. " 

its electric.rates. The.application sets .forth thespeci£ic, rate 

'increases proposed in the' company's' residenti'al,' commercial, indus­

trial, agricultural and irrigation power, municipal and': general 
'. r 

pumping, and street lighting classifications 7 together with proposed 

increases in the rates of certain cust.omers now being served 'Under 

special contracts. Applicant estimated ~hat i£ proposed'rate 

increases were in effect for the full year 1951 its gross revenues 

for that year would inc~ea5e by $1,2)0,700 on a no~ 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 Angel,es, the matter .being sub-

mitted on August j on eonc~ent. brief's t.o ~be filed Within 15 days 
. I 

after docketing of transcript. Such brief's were tiled and have 

been considered. 

Under its original applieation in this proceeding,' 

applicant proposed to increase each.eharge by 7.7% pluz sixty-nine 
, '. 

.. . 

one-hundredths of a till ($0.00069) per kilowatt-hour. Subse<luently, 

applicant filed on,May 28, 1951, an 'amended application, requesting 
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an'inc:J;ease ,i:t;l r~1;,es ~hi~e. ,wo~d yi~ld'~' 'estlinat'ed ·$i;520'~'s.;O~' ~ .... I 

, it • • "f" .. ," '. ... • '. 

ba~ed :·,on e~ct.ed o~rations for the' 12 mo~ths' endiilg ~'~1ay )1"1952 7" '. / 

, ',' '1. I~ /. ' I.· I' .... ) .~ f 

an~ proposed,to incre~se eaeh eharge ~y 8.1% plus ninety.;.four one~' 
, j .t;,· "', . I ~ .' , 

hundredths ?£ a .~ll per' kilowat;:-hour. , During the course of the 
~ "y • . ' t • 

. ',", 

y-' hearings. applic~t .~urther am.end~d its req,uest~ 'proposing to 
. '.. .' . .. ... ~.. . . . 

increas.e: each .charge by 5.4% plusi'1ftY-eight one htind.redths o! a 
• J .: J, ~, ' 

mil.l :pe~.Jd.lowatt-hour7 which, i~ estimate'd., wo~d result in 'an 
, ' ". '~' P 1 .. ) ~:.I ~. . • 

increase ·o£/~9S4,065, based ~n operations during"the year 1951 
, .'. '4,.:';"~ . 'I .~ ... ' 

adjusted,to average 'e~ndi~ions. 
,. ,!,. ~ . ,'.:/ ";'~~;:~ 

Applicant's Operations. . . 
.:. ~ ~.' p ...... , " •. ; ," 

" ,'- • ~ ... '" • • ~~, 'I 

Cal~!ornia Electrie Power Company ~·provides.electt?e . 
. ........ • ',' j';' . ". .,' .-

ut.iI1~y serv;.ee,in p'.~~ions ?! Mono, Inyo, Kern, San Bernardino, 
.... ,t ,.).1: J. ,I) u :.~ ..... ~ .. 

Rive~side,: and Imperial Counties in Cali.fonna., and in Esmeralda and. 
" ,,"., :11";.,.. "" ... f~"l (, -. • 

Nye rC;ount.ies in Neva<ia. A wh~liy~~wned subsidi~, :Interstate , . 
, '. ".. :":' ~." . ,,' . ' ';'.' •. ' ~ , , ' - I 

Telegraph: Co~panY1 pro~des telephone and related services 'in a' larg~ . _ • .,. I 

ar~.o.r eastern Cali£~rni:1'~~d "~~e~d~~ into 'Nevada~' which conf'orms 
• •• , • .: ~ :: ' •• ;. j 1+" •• " .~' • .;. , " ,,... • 

ge~er.ally ,~,~ ... ~:ts ~,;!et:~.e s~rv1ce :eerritorY~' . In addit.1on,the eom-
. '." ;, ' 

pariy., .. 'pro.'v,ides~ .. cold storage facilities and inanUfa·ctures·' 'and :dis;..' 
, "... , ... ~ " '.'," ;... \.' • ,4, ", I'. .... ":r. ... '. 

tr1butes..,ice. ,£or do~est1e and commercial purPOses 'in 'ImperlaJ.;CoWlty. 
, ',~.' \: 

. . ~ .. 

• . ; .,- • .... t .. 

The! appl.iean~ eontrol~,. t~~ stock owne~~llip:," c'orpora:ti'ons' '.con- ' 
. ' .... " 

ducting elec~ric and ice operations in Mexico.' . 
, *", 

I) ~ .... ;, : As of December 31,' 1950, the" company' served 56~5;6·:r 
eleetric,. customers in California. . Sal'es " of eleetr1eity by' its· 

. . 
Calif.ornia electric division accounted !o'r approx:Lmatel.::t Sl~,o! ~.the 

. . ;. '.. ~ . "': . 

company's total 1950 operating revenues •. . 
Electric energy is obtained. by the applicant; ~!rom three 

. '" 

mai:n J~urces, viz.; owned. prod.uction facilit.ies., all'hyoro at ;"the 

present time except ~or a steam plant at San Bernardino;': allotted , ..... :1. 

power.,,£'rom Hoover D~; and' interconnections with other operating 
" .. ': I' ' • 

. systems. The company has under 'construction at Highg'%-'ove near:' 
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" ': 
J ,~ ::" ")'~" .......... ,..4 .~ , , -~, •• "'. "/ . . 

San Bernardir.o a new steam-electric gene:-ating~s,tation t.o consist 
,"- I t· .. ", i \ '; 

'. , 

initially ot two 30,000 kilowatt units, the !iJ;st :0£ 'which is 
, .' .f .. • 

- I 

~xpccted to be in operation about the middle of 1952. 
',;" I ;' •••• J: ...... 

Estimat'es 
" "":. ,... :.,<,-.., .: I' 

As the proceeding progre.$sed., the ,test period which 
• . t • • • ',~ • 

I' ~,." 

evolved was the est~ted year 1951 adjusted to ~verage water con-

ditions. Therespeetive estimat,es ot the applicant and the 
f, • _. , . .', . 

Commission's staf! at present rates, together ~~th the 1950 actual 
~ f'\ " 

:, '" .: : I, ~, I ," t , 

results, are as tollows: 
::."',,,,,~ .. ,~~~ .. -, .. ~ .............. -. ' 

• '" I' ,"" 
- .. ' • I 

Results of Operation at Present Rates 
-. . _ .... , .. 

A~---------------------:-------.-.---:--~R~if§@d~.~-lM9~$l~1i~j~~#?~~ES~tum~j~§#~;;~--:; 
: lO4:l\I"._. - " .,. ' .. ,. • A'I'I'I'Iliea:a.t.. : '7",..., '.;;., .,' I"':,'.,~ ). (~r;·~ ... _ I • rr ._,_ 

A : Actual ';.: : -Applicant.' : Com. 'Stat!: Ex~ed.s;-: . ' 

: Exhibit 18 : Exhibit ';A : Ex1".ibit 19 : stat! BY : 

OPERAmG REVENOES, . 
. OPERATING:: EXPE~is-:' 

Prod.uction·. , 
Otho:-"Oper. and. UAint. 
Ad..mi.n':' -and. ' General 
Ta:xes~:.('~:." .... OJ ". 

Depreciation Annuity.' ': 
Amort.of: 'Plant Aeq..Adj. 

Total Ope%"". ExpeMe~ 
I '"I''' 

NE'l'REVENOS 
-,' 

RAtE'BASE (Undopr.) 
,. , '. . . It • • • 

oo. 
• 

: 

7, ?495 
2,29$,837 

41,930;000 
5.J$1/! 

• 

; 

.. ' ..... 
{Red. Figure) 

-. • : • . 

• : ... -, ... ••• 
: • • ., 

: •• .. .. ... : .... , .. 
......... 

• : .. : : • 
• , 

•• ••• • • ••• 

* A:ssui.nc3, average water eoD1iti~ aod 47% federal income .. ' 
,tax rate. ,'.. ','. " 

# Applieae.tTG Exhibit' ~ !how:s ;.;7% return 00. a =omewhat. 

~~r ~~~,~~;. 'j,:;: :.; ::;', ';. 

• • 

1(. • ••• 
• 

• •• 
~ 
..~.~. 

• , 

• 

, . ' 
The ini~ial exhibits had contained~greater diffe~ences in 

, ~.*' r:.":' '7" ~~ ," .. \'. "-;-t',. • 

reve:luez and produetion expenses but by conference agreements many 
• J • • ,,..·.,.l : -:~' 

di.f'fercnces were reSolved. 

The difference of $30,750 in the ,.revenue: estimatez for, .' . '..' ~ :", . ", ~ ,. 

1951 is due entirely to the tact . that .jJ), the applicant.'s estimate 
. \ • '*, t t' .; ~ "'. .• ~~,. ... • , 

',"'" . 

the revenues from deliveries to Hawthorne Ammunition Depot and 

- " 
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VMineral county'.Power'sY$tem.~_ .for~use ... in Nevada, are cased on t.he 

rates in effect prior. to ... California -Public Utilities Commission 

Decision No. 4l7ge;~ (194$).' ~ .in;·.ac~or~ce with a recent Federal Power 

Commission directive, while ... the:stai"f"s revenues reflect the rates 

establi'shed by, that deci:sion' .and',·reaf'!irmed for those deliveries by 

Decision' No. 45913 dated.- July~:.3, .1951 •. 

It is apparent tha't:~'the~ only. substantial ciif£erences 

existing between' the. applicant,: s and. the staf'!' s revised estimates 

are . in; the production expenses. There is .a relatively .. small 

difference of abow; $25,000 between applicant's. and the sta£~' s 

estimates: of administrative· and general expens~$. In. co:cnection. 

Wit-n.this- proceeding the staf~ requested applicant to prepare an 

up-to-dat'e" study to dete:"mine the portions or its general expenses> 

prop~rly. allocable. to other· companies .. and areas. This study was 

. ---V" . mad.e and shows l that too great a port-ion of total general expenses 
Y.p"" 

;S") was. being allocated on the,.books 'Co' the Cal;ifornia electric 
~ . . ./.,/l/'~ .' 

\.J" operations.) The revised allocation as. developed by tlle.study is 
f'v' --

reflected in the st.aff's estimate.. The staff '.5 : estimate of general 

expenses Will be adopted as applicant's original e5tima~ was not 

reYised. to reflect the results of this study. 

Ini.tially there was some difference between the applicant 

and· the staff as to the amount of th~ ra.te base estima~ed. for -che 

test period. During the course of the proceed.1ng, however, in its 

Exh1bit No.3-A, applicant ad.opted the staff's estimate of . . 

~44.,5001000 which included a working cash capital allowance of 
I 

~l ,.000 ,000. The latt~r. amount was based on a study·o£ applicant's 
, 
i 

working cash requirements giving consideration both to the relati-IC 

lags· in. receipt of revenues and paj'mcnt of expenses and to an. 

analy.sis of certain balance sheet accounts. 

The applicant also submitted an estimate for the year , . 
ending 1'13Y .31, 1952, which ·indicatee lower earnings than those 
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~~ '~ 
~v ,shown above. The record is clear that ,the actual earnings of 1951 

:0/ will be _over_ $100,000 less than the ostimatesbased on 

ave'ra;ge' wate'r coridi tioni':as '·set ~!,6'rth abov~, largeiy' 'bec'ause·· the'~ ~,~ " 

sec'on:dary energy,:1 a~aiiabie):-troni''-Hoo,verD~~;during 'i9~lWill be much . , 

below'th<l.t 'ol" r an:average iiea:.r.·;'''~'' ~(":'~': .-': "'f,,;':;_.::, '~":"""", .:.":. 

;"::":''I'b.e''sta££; in"EXhibits"No's~:"~S and 19;'~a1so.'ishowed,:tlie ,",,::, 

earnirigs'under ,Ipr'ese'nt'· rates '''on 'a depreciated rate base as follows:' 

.',1,' : .. ,'.' 
• - .... .~ r' 

1950:,' " ' ~ ; , , Re,nsedl 1:95'l* '- ,', 
Actual Adjusted Estimate 

:'':'"J.~~''' ~I. ,. ~ l:~~ 
, Item 

.... :1 .• w ~ ~'::,._.~ "'.~~ .... 

Operating Revenues $ 9,417,332 
Total Operating Expenses 7,430;170' 
Net Revenue ~~-.:' 1,9~ ,162 
Depreciated Rate Base 3;,661,.589 
Rat,e;ol" .. Return ~/~~ 5.57% ~~. 

), '¥.... ';:,.'.. J ~.'. .;r: . 

* Asstlmes (.ave:oage water conditions ~'and ::-47% .f'ederal:~<: ':,< 
income '-'tax rate. " -"; ',)~:, ;.. ~ . ',,:: "", , 

','.:., .. 

Production Expenses 
",," ... , 

• t : ':' ...... ". ~.: 4." .. / ',. ••• :. 

A cons:Ld:erable difj:'erenee was apparent. in the estimates 

o.f:prodUet:Lon -!0Xp:enses' presented 'by applica:ct in Exhibit No~ .3 .;md. 
l 

by the Commissi'on'T's '"sta£f"in Exhibit No: 16 'for "the 'year('l9;l'~ '''', ',' 
-,.j , .. -" '1'-' "'0"" "'.... .. ., •• , '''\--, - II" ... '" - II 

adjusted to normal' 'con:d:ttions... In the latter' respect applicant T'S " '" 

estimate was':'nornlafiied'~ for hydro production' in its plants and at 

Hoover Darii ano.was ;'a.djust~ed 5t 'o' give 1'1ll1 annual effect to the 

Edwards Air ''Force' ~'Base ?':exchange contract'.~ ,: :Tl:l:e staff T sestimate was 

adjusted to :7reflec't :e'no~ <production irom tne i"compaliy' s hydro 

plants, no~ :'seco'ndary ene~gy-:'availa:o!e l"ro~>Hoover:Dam ,and 

normal maintenance ('eXpenses lin :'cU:t :,jjlants ~ 'i Applieari-e T's ': estimate of 

total production and:'\:purcnased:-power~ ~ense 1"0:- !ts"Cali:.f'ornia''-' 

system was $4,23S,200';":basecFuPon "deliveries of 762,720 megawatt­

hours... The S:~af£,TS. estimite was !;;l3,692,.501, based' upon deliveries 
• " I, ' 

of 7.3274$2 megawatt-hours. During the course of the proce~ing~ 

con1"erenc~s were' held 'by engineers ot the interes-ced parti,es;' in' 

order to cla.."'"i1'y the details of the dif£erences between t~ose 
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production expense estimate~. Subsequently, both applicant and the' 

· · · · 

staff presented revised figures in which many or thecino~ dirfer-
i 

ences were reconciled.· Applicant'S revised estimate was presented 

in Exhibit No. 3-A and. the staff's revision' in Exhibit No·. 19. Both 

o£ the revised estimates were based upon delivery£rom the 

California system of 756,383 megawatt-hours for the adjusted year 
. . 

1951. A comparison or the production estimates showing the points 

of difference is given in the following table: 

Avera e onditions 

: , :Commission:A~plicant: 
: Applicant : 'Staff : Exceeds : 

; __________ ~I~t~em=-______________ ~:E~xh~._W~o~.~3~~~A~:E=xh~~t~N~o~.~19~:S~t~a~r~f_B~y~: 

Energy. 

Company Hydroelectric Plants 
RooverDam Secondary Energy 
Purchase !rom S.C.E. at Highgrove 
Energy !romAll Other Sources 

Total Energy for.System 

Deduct: 
Energy Reed. and Used in Arizona 

Energy for California Syst.em . 
Production :txpenses ' 

Company·: Hydro~·, Oper'.~ & Mise. Ex? $ 
Company' .• Hydro ~, Maintenance Exp. 
Hoover Dam Secondary Energy Charge,s 
Energy Charges for Purchase~ from 

Ci'ty of Los Angeles under Origjnal 
Contract 

Charges. £or, Purchases .!rom S~C,.E. 
at Higbgrove . 

All other· Production Expenses and 
Purchased Power,Cos'ts 

Tot-al Prod. Exp.· for Sys'te::r 

Deduct: " 
Cost of Energy Recd. and Used 
in Arizona 

Megawatt-hours, 

221,000 
42,000, 

280;033, 
359:210 

902,243 

5,000' 

231,000. ' (10,000) 
54"000",, (12 ',660) 

251 410 '28 623,' , ,. , '. 
359,210"· ,-,' 

$95,620 6,623 

5,000 

$90,620, 6,6~ 

225,000 $ 217,900 .. $ 7,100·: 
205,000 170.,000 35.m 
18,30023,;00 (5, ) 

4.~,572 

1,8$1,400: 

1;365,500 

436,600 2),972· 

1,684',400·, 203 ,.poO ' 

1 ,365 .500 

30,000 30,000; ,(4i!" . 
, . 

Prod. Exp. for Calif. System 4,131',772:' 3,867;900; "Z63,S72 

(Red Figure) 
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The revised estimates showed a difference or $7,100 in 
I' 

operating ,and miscellaneous expenses for the companyTs, hydro plants 

and a difference of $35,000 in ~~enance expenses £or thos~ 

plants. In each case the applicant's estimate was higher than that 
I 

of the Commission's $ta!£~ The two estimates of hydro planz op~r-
" . 

ating and, miscellaneous expenses were in substantial' agreement, 

considering the nature of the quantities. However, in the light 

of the experience of recent yea:rs applicant's. esti::late of' mainte- ' 
. , 

nance e~nses for its hydro plants, while reflecting applicant T s 

proposed expenditures for that purpose, appears also to reflect; a 

year of abnormally high maintenance expense. For 'nor:nal mainte­

nance during the year 1951, the staffTs estimate of ~170,OOO will 

be ad.opted. 

A difference of 10,000 megawatt-hours between the esti­

mates o£ normal ~nergy production from the company's hydro plants 
.. 

was occasioned by inclUSion in the staff's, estimate of that.quan-

tity of 'energy as a reasonabl~ reflection of the company's cloud-
. , 

seeding activities on the B~shop Creek watershed.. Applic~t'Ts" 
, , I 

"W'itnesses agreed that. the cloud-seeciing activities were beneficial 

but contended that the amount of benefit could not 'be determinee, 

and at best, should be reflected only to the extent of itse£fec~ 
I ~ . 

on the long-te~.average production from the Bishop Creek plantz. 
, I 

I • 

Thus, applicant would.. reflect three years of cloud-seeding aftivity 

in a record: o£ 2$ years of' :productio:c.. It is apparentth3.trefiee-
I 

tionof the benefits of cloud seeding in the manner pr,o~sed \ by 
I • 

applicant would be inadequate. Obviously, it would be ·improper to 
, I 

I 
spread the i'irst three years of prociuction from anew or imp~ov~d 

I , 

unit, or a new plant, over 25 years of history of the original 
I 

plants.. Applicant points to the doubt raised by tne-, United States 

-7-
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Weather Bureau regarding proof of the effects of cloud-seeding· 

. ae'ti vi'ties.. I't ap~ars, however" that th.e Wea'ther Bureau questions 

the. accuracy of the results =ather'than the reality~ The~ sta!£ 

used 10,000 ~egawatt-hours. as a conservative estimate appropriate 

for its present s'tudy, although indications were that the average 

annual effect of cloud se~ding during the recent three-year period 

was between 13,000 and 18,000 megawatt-hours. For the purposes of 

this proceeding ~he reflection of 10,000 megawatt-hours or' 

hydroelectric production, because of the company's cloud-seeding 

ac'tivities, is appropriate. 

Applicant's estimate for nor.mal secondary energy which 

it would receive £rom·Hoover Dam was 42,000 megawatt-hours, com­

pared with the staff's estimate of 54~OOO megawatt-hours. Applicant 

is entitled to 5% of the secondary energy available at Hoover· Dam. 

In support of its estil=atc, applicant presented copies' ,of .tabula­

tions. issued by the United States Department of the Int1erior, 

Bureau of Reclamation, Boulder Canyon Project, showing the cietermi­

nation of energy rates effecti,;e June 1,' 1946 and . June' 1, 19;1.· 

The tabulation of rates effeeti -ye June, 1, 1946, sho~ed anestimate~ 

annual use of energy at the secondary energy rate ot S41',OOO' ' 

megawatt-hours ciuring the contract years trom 1941 to 1986, inclu­

sive. The tabulation of rates ef£ective June 1, 1951 shows ~he 

estimated annual use of energy at.' the secondary rate in the amo~t 

of 810,000 I:legawatt-hours for the contrac't: years. £rom 194.7 to' 1986" 

inclusive. It should be noted that both of these estimated amounts 
, , 

renected equal annUal division of ,the estimated secondary energy' . " 

available after deduction of previously,. delivered secondary ~nergy 
. ' , 

from the statutory 50':'year total of 40,49,,000. megawatt-hours, 

which was established 'tor the purpose o£ computing" energy rates by 
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regulations prozp.u1gated under the Boulder Canyon Project Acljustment . , 

. Act. We also note that under this method of, co:nputation a series 

of 'y~'ar~'; of highr"sec~nd~::-y' '~utput" woU1d'res~i' in a diminished' ',;"','-' 
I --: i ~ f.... I .r~ : '. ' , •. t;; ~. t. (' ~ ,......' .... I ." .... "~ ',' ... 

estimate of secondary output for the future. The'reverse effect' 
'1''' :~' 

normally occ,urs in 'the' develop~e:lt of the' expected average hydro-

eiec''tric production of.' a'; plant "from the 'history of production in 
.... v . ... ',' .:,' ;, . ~ '. ~ .,,",' ::-. ,' . 

past years. 
". ' •• -"" ~ -l~'" .... ' .'_ ....... ,.. . .... ,#' I .. • 

. The staffTs estilnate Oil 54,000 megawatt~hour:twas based 
. , .. 

~ upon an average secondary output from Hoo~er Dam of 1,OS4,000 

megawatt-hours which, ir/'t~'~' wa~ d.eri~ed··b'Y: deduction of " '" 

4 ~:2i6 ,000 meg~~atti~ho~;''''Of "£i=:n energy 'aviilable ~n the : 'contract 
, .. '. ~ • ..\ .' :', ": j •• - • • .:, •• ,:", • I ,..f • ." 

year of 1950-1951 fro:n 5,;300,000 megawatt-hours reported by the 

Bur~~u of Reclamation 't.~ the Federal Power' Com::l1ssion as it's~ :,," .' 

estimate of potential e;ergy .f~om BoUlder' Dam' under' ave~age or ,'C' 

.'. .. • j '. •• ". 1",/ ("" ... _ 

median flow cOb.ditions~· In a recent proceeding before this···· , 
• e • ,." • • 

, .. ". . . , .. ~,~.,. ' " .. 
Commission, Case No. 52S4, a representative 'of the PaCific 'S~,uthwest 

• • I .... ",. I I,. ;" ..... r ...... "~ .... ," • 

Power Interchange COt:lI:ll:ttee presented' est:u:lates ot energy 'resources . . -
• ,.': -', ~ • '. I, ...... " 'r.' ~'." " 

for tbe years 1952,1953, ar.d 1954;"under'average"hydro, conditions,':' 

whiCh included the g~n~ration' of"'S';460 ,~OOO megawatt":hours at'~:("::":",, 
• ", " .. ~, ~ .".... ,,~ " •• 1 j. " .. ... ." . .If'- . • • 

Hoover Dam. On the other M."'ld, the $40,000 mega"ratt:-hours' used 'oj . 
• '. J .,' .... ", I. I" 

applicant a's average availabieseeondary, whenc'ombined,'w:Lth the 
1 "".~ " , ' " 

firm energy presently available, woUld L~cicate 'average to~l pro~ 

ductionfrom Hoover Dam of about 5,050,000 megawa~t-hours. 'The 

figure presented in the staff's, e$t~te is supported by the weight 
... :;:. ~.. I 

of evidence in this proceeding • 

. ,'.' ... -~ A" dif!er~n~~- of 6,623 megawatt-hours ~ies in the est1m.l'tes 
I .• " 

of energy allowed for losses and company use, the applicant T s 
.,. '. I. ~"', ... " '.. t' ,_ .. 

estimate being higher than that of 'the Commission's sta!£." ' 

Applicant r s 'witnesses and counsel, in brief 7 explained the 

di'fference as a reflection of 19,000 megawatt-hours which the 
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co~pany received during the first 11 months of 1950 ae a 30% 

allowance f:or losses under its contract for purchase of Owens 

Valley surplus energy from the City o~ Los Angeles. ' Appar~ntly 

applicant has not inclueed those allowances fo~ losses in its 

reports of energy !"'ecei ved.. ApplilZant T s witness stated that its 

contract with the City of Los ~geles) at least with respect to . 

that loss allowance, was.terminated December 1, 1950, and ha$ been 

replaced by a cOD:~ract under which it receivesa,n' allowance o£,;i~ 
i 

for losses on such deliveries. Applicant conclud~d t.hat the sta1"~'.s 

estimate was short by 12,000 ~egawat~hours on losses by re!leetion 

of the 20% differential between the'1950 and 1951 'contract' conc.i­

tions on approximately 60,000 megawatt-hours it· received, in 1950. 

However, neit.her the applicant nor the C¢mmission T s staff' included 
, , 

in its, energy ·sourcesfor the adjusted year 1951 any energy reeeipts 

by the company from ~e Owens Valley plants of the City of 
r , 

Los Angeles. ~pplicantr$ counsel, in brief, also computes a di£-

ference With. the staff of about 12,000 megawatt~hours byaddir.g to 

the dif.ferenceshown in the estimates, 6,62.3' megawatt-hours,an 

amount o~ 5,500 megawatt-hours calculated 'b7 taking 25% of, the 

additional 22,000, megawatt-h.ours which the sta£t estimated would 

~ available from the Bishop Creek plants and Roover Dam. A loss 

ratio of 25% on the latter energy does, not appear in,~heevidence. 

As to the sta£fTs est~ate7 the evidence shows that losses for the 

ad.justed year 1951 were' d.eve1oped. from its estimate of losses for 

the expected year 1951 and the latter estimate re£lectedactua~ 

experienee for the.first four conths of 1951. 

A comparison of·the energy production figures in 

applicant T s .first estimate for the adjusted year 1951, Sched.ule A 
.. , 

of Exhibit No.3, with its revised estimate fo-:: ,the same period, 

,Schedule B of Exhibit r:o. 3-A, shows an increase of 680,OO~: 
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I 

megawa~t-hours under·the revised basis tor losses on the California 

sys~em excluding the export business 7 although at the sam~ time, 
1 

applicant revised its estimate of Calii"ornia deli:,eries excl?-ding 
• . . I 

the export business d.o,:-m.warc. by 6,337 megawat.t-hours :and eli!:l1nat.ed 

as receipts at Hoover Dam some 60 ,000 megawat.t-hours of energy as 

replacement tor steam ~ergy~generated·by.the City of Los. Angeles. 
, 

Applicant's witness' allowed lZ.5% loss in incremental ~ergyl trans-

mi~ted to load cen'ter !r.om Hoover Dam and its: northern hyd::-o·: 
. . i 

sources, and 5% on enet"gytransmitted from Seal ~~ach. 

Another indication of an appropriate allowance ror losses 
• 1 

may be developed from the allowance included in applican-e ~s Original 

estimat.es as pre~~nted in Exhibit No·. 3, excluding its: exp<)rt bus­

iness. That allo·..ranee should. be adjus-eed to the condi~ions ~r 
. I 

applicant's E:y.hibitNo. 3-A by renection of 12·.5%' 10$$ on the dif- . 
• 1 

" .' • I 

terence in energy received at Hoover Dam, both as to applicant's. 
. : 

fim energy and thatr~ceived through its suppletlentary contract 

wi th the' City of Los Angeles, and. an adjusttlent for 5% loss on adc.1-
I 

tional energy from Seal Beach. The resulting lossesthu&obtained 
c •• 

should then be adjuste~ to· the level of' deliveries used in 

, applicant's Exhibit No. 3-A and allowance made for l03ses on' expon 

business. A further allowance of 12.5% loss should be made on the 

increxr.ental hydro energy as a result of cloud seeding and. use or the 

hi~er estimate of Hoover Dam secondary energy. 
I 

This proced~re 

results in adjusted losses or about 137 ~OOO megawatt:-hours., ~hieh 
. I 

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

comparison with the estimates presented by applicant and the~ 

Commission's s~at£. 
I 
I 

The difference between the applicant T s and. the staf'.f" $. 

estimates of energy purchased at H1gbgrove from the Southern: . ' 

California Edison Company is the result of the differences in 
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energy p:",oduction and loss estimates "i,hich have been discussed 

above.. Both applicant and the stai'f reflected i::::. purchases 'at 
" r 

Highgrove sufficient energy to make up- the estimated re~uirements 
f ' : : , 

a£e~::-- determination or the estimatedene:-gy availp..~l~ from other 

sources.. We shall foll,,-,., t!le same procedt:.l .. ~. in ot:.r consideration 

of this question. 

During the clos.ing days of the hearing, a question arose 

as 'too the costs'included iri applicantTs·est.:.mat.es of producti?n 

eJcpenses for energy purchased from the City' of Los Angeles. ' 

Applican~'s revised estimate included the'purchase of 100,000 

, 

, 

megawatt-hours at a.."l energy charge of $436,600. Unde:- it's estiI:la~e 

certain of that ener~J was to be generated from gas fuel in the 

City"s steam p1an.ts... However, upon ,inquiry at the time of th~ 

heari!'J.gs, applicant was advised. that the City changed ·its procedure 

for billing calculations a.nd, in all probability, 'the .energy charges 

for energy s,;.pplie'::' to· applicant would no longe'r renect gas fuel. 

Accordingly, applicant revised its estimate of energy charge to 
, . I 

$460 ,572.. It is apparent that the stai'£fS. estimate of ~.36:,600 for 

like energy should be adjusted accordingly. 

As a ::"esult of ' the foregoing adjustment.s, togetherwlth 
I 
! 

production expenses upon which the applicant's eztimatc and: the 

sta.f.£ f s estima't-e were in agreement, an allowance or ~3 ,920,000 'Will 
, ' , 

be made for production expenses during the year 1951 adjustedlto 

normal conditions for the purposes of this proceedinz. 

Taxes 

The company and staff' estimates of' taxes other than on 

income di.f'rer by only ab<?ut :;;19,000. This dirferenceis. almost: 

entirely in the forecasts of ad valorem taxes~ ~le .:will adopt', tor 
I 

taxes, other than on income, ,an average amount of $1,060,000.: 
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.' ", ; ":There was' no cont.roversy as t.o the basis of comput.in;, . 
'. 

income taxes. The applicant made co:c.put.at.ions at.both 47% and 50% 
federal income tax rates; the staff only at the then effective'47% 

rate. Since the submission of this application, ~egislat1on has 

been enacted'· increasing. the.·~tederal. inco:o.e ,tax rate from 47% to 
• ~ .'....,. ,'" il""1.,. , t ~ • I " ;""'... I' ~ • \ .' ., , ,:~ ••• 

52%;·;and'i·repealing·. t.he .federal·: electric ,energy tax. '!'he: taxes. 
,.. . • . 'I I I .,', "'1, • "', • "r ...... ~ ... ,... ' , . 

adoptea'-'herein reflect.t.hese changes. on a full year-basis, using 
. . . y :'.. ~. ", ;..... : 

t.he . adopt-ed revenue· and, expense .figures,_ ," 
.. ' 

Con'e'1-usions,:as to Operating Results for Test Year 

~; ... , '.:.".1: A"':swmnary of .. t.he .operating,:r:esults fo; the test year of 
I:": , ', .. 'J • • 

1951' ;estimated under. .. average; ",..rater conditions, adopted !.' or the 
. ., t,.: ,h.. "'" .,;. " 

purpose of testing .the reasonableness ~f future rates, is as 
," .. 

follows: ~ .:. 
:. .. -: - .... .:... ~._~~.&._ :.-.. 1 ',' •. _.'.' ' • • .• • 

... ~: " ... -".:. -' ~. ...:. ~ : 

• I '" • ~ 

It~m - .... ~. .. 

Operating Rev~~ues 
• • ... ·0 •• .' .. -. ... ., '"," I. ',., .' , • 

Product.ion Expenses 
Othe'r: ep:erating Expenses 
Depreciation 
Taxest" . 

';-'-', :. 

Total Op~:~a:ting Expense 

Rate Base' ... , '.-: .:~ 

. t':;.) ':,.' 
" .:.. 1 

'RatE( of . Return 

, ,. 5% Sinking. Fund - - - 5% Moei:f."ied· 
. Met.hod': ,. ....~,:. :.,S'.F'., Methodr 

$10,928,.507 :. ;" ...,: $10";928.;507. ,.:.' 

:: 2,291,270 
... 1. '. t. , ' 

44,;90 ,009 
,- -, -.. 

5.15% :"':~ 

3S.,042,0001 
j • J' .', '. : .. ··0(;) 

~ 5~17%i 
.' 

>'.e ' Reflec.ts: .. '52% :.feder.al income tax and no electtie" .. 
energy tax., . '. , .. '<'.',;-:-

It is clear that an increase in rat.es and charges. is: 

jUsti.fied.~ Some c;.uestions were raised' as to the effect . of. ,the pro-
I 

' I posed new steam ele~tric generating 'plant at San Bernardino. lIt is' 
. . • ~ ..' '. ~ l' I 4 ,::' ;.. -... I " 

estimateC1 tnat 'the r1rst unit of '30',000 kilowatts will·; be in' opera-- , 

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

The actual result.s "n"ill be. dependent upon several fact.ors and are 

too uncertain to consider definitely at this time. 
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, 

Conclusion as to Earnings . \ 
., I 

, 'I 

Applicant's reques~ £or increases in rates is predicated, 
I 

I 

among other things, on a return of 6% applied to an undepre~iated 

rate base~ 

Counsel for the protestant cement companies apparently do 
, 

not take issue 'With 'the rate of return of 5.7% found reasonable by . ' 

the COmmission in 1948. Ibey request, in general,tb.at the 'rappli­

cation be denied so far as rate~ .charged to them are concerned and 
, I • 

request that applicant be required to serve 'them at rates comparable 
1 " 

with those charged by Southern ,California Edis¢n Company £o~ service 

to other cement co~panies. , 

! 

Counsel for the executive agenci~s of the federal govern-
, 

ment suggests, in view of applicant's evidence that in 1950 the 
. I ' • 

, 

actual earnings of the electric utility properties inCalifo~a 
, 
, 

were ,.57%, there is a strong inference of inadequate earnings or,. 
I ! ' 

undistributed profits in other divisions of applicant's opera.tions. 
I 

Finally, counsel £or the Director of Price Stab~~izatiori 
;,;, : : 

urges that the applica~ionce denied and states, that itthe increase, 

if granted, would eonstitute,.a long fonrard step in theupwa.rd 

spiral of inflation, contributing its 'full share to the nm-away, : 
, 

uncontrollable in£lation.~ He states that increases in rates should 
I 

. I 

be permitted by those exercising jurisdiction over them only1to the 
, 

, . I 

extent necessary to enable 'the utility to earn a suf£':'cient return 

to meet" the demands of t,he public for its se%-v1ec, and states that 

applicant has not demonstrated its need for a rate increase' under 

this standard. 

In support of its request 7 appl~cant presented testimony 

shOwing, among' other thing~, that it is faced with a' continuing 

program of plant exPansion and with the necessity ,of raisingf"unds 

to meet it. In Exhibit No. go 7 it reports it.s actual construction 
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expenditures for the last 10 years in its Cali£ornia electric di vi­

sion in the aggregate amount of $22~907 ,809, and its estimated· - ;:, 
• .f'~ 

expenditures in the same diVision for the three years. 1951 to 1953, 
.' 

inclusive, in the amount of $23,864,700, a substan~ial portion of 

which must be provided through the issue of securities. 
. . 

A witness called on 'behalf of applicant testified that, in 

his opinion, without the rate increases here requested, applicant 
I 

will be unable to finance its conS1;ruction program, although in this 

connection it is noted that applicant has arranged for a line of 

credit. which shoule. proVide, temporarily' at least,' the funds 

necessary for its 1952 construction with no permanent financing 

being required until the early part of 1953- The witness stated, 

however, that applicant is faced with the possibility of failure in 

1951 of earning the 6O-cent dividend it has oeenpayingon its 

co:nmon stock and -ella-e such a failure, in his opinion., ,would i'nter­

fere \<Ji th the sale of stock at ·a l.a.ter d.a:ee.. In his· ·testimony and" 

in his Exhibit No. 12, he sets forth certain comparative data show­

ing that applicant's common stock is selling on the marke:t on a 

higher yield basis than the stock of other 'electric utilities and 

that, in general,. applicant has paid out a' higher proportion of its 

net earnings. The ~tness concluded that the higher yield~eflected 

the market appraisal of the risk attadhed to applicar,lot's stock and 
',\ . 

indicated tha~the present earnings are considered inadequate to . . 

protect the present dividends. 

The reco~ shows applicant h:as issued 'bonds" debentures, . , 
and shares of preferred and common stock, and has used earnings 

from operations in financing the cost of its assets_ . Exhibit No·. 18 

shows applicant T s capital structure at the close of 1950 'to .consist 

of a long-term debt in the amount or. 54.30% of the tot.al, preferred' 

stock 23.54%, and equity capital 22 .. l6%. The exhibit shows the 
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e!r.e~ive interest rate associated 'with the long-term debt; pre-

ferred stO¢k, and those reserves which are being accumulated: on the· 
,.1 :," 

sinking fund basis, at 3.91%. It further sets forthi,that the com~. 
I'" I 

pany during the las'C five years Md paid dividends on i'Cs sh8.res of 
, i 

I , 

common stock in the amount of 60 cents annually, 'and. that it~ ',~arn-

ings available for' such di videnc.s have· ranged from a high' of 'i ' 

~, . I 

90· cents in 1949 to a low of 61 cents in 1950. Applicant reports 
, ','I 

earnings for the first three months of 1951 at 11 cents a share as 
I" 

. I 
compared with 21 cents a share tor the corresponding period of l~;O •. 

The reference made to applicant's capital stru~ure 

applies to its properties and operations as a whole.· . Its se6-urities 
, I 

represent' not only its investment in its California electric' Iidivi-
I 

I 

sion but in its electric ,properties outsid.e California, its other 
, ' I,' 

utility ,properties .. its nonoperative pro~rties7 and in securities 
I 

I 

of its subsidiary companies. According to its July 31, 1951,:, bal-
I 
I 

ance shee1;, its investment in its Calii"ornia electric division 
. \: 

aggregated $4$.,181,549, in its other electric division $1',6311",966, . 
. . " 

in its ice and storage division $4,,03"5',$07, in nonoperative prop- . 
. . 

erties :$79,12$., and in investment and fund accoUnts U,145,,339. In 

arriving a't the conclusions set. forth in 'Chis decision" consi4era­

tion"is given only to the operating revenues, expense$, and rate 

base pertaining to ~ts electric operations in Cali!ornia •. The:: 

record'does not disclose the result.s from applicant-'S operation of 

its. o'ther properties •. The question presented 1n 'this pzooeeed.1ng is 

the determina'tion o£ the fair return to be allowed applicant in the 

conduct or its California electric operations. I 

In 194e, the Commission found a return 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 
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one year may not be fair and reasonable in a succeeding year or 

years, an~ in weighing the' mat~er consideration mus~ be given to 

several factors. Tbe record does not show prevailing eondi~ions 

in ,194$.' It does show, however, that'in 1951 there has been an 

in<:rease in current interes~ levels over those·' obtaining in 1950 • 
• " I 

Exhibit No'. 37 presented on behal.f of some of the protestants shOWS, 

among other thiXl,gS, that the ranges in in~erest rates of utility 

bonds increased during 1951 as compared With 1950, and that,' recent 

averages, although they may have declined somewhat, are still in' 

excess of those which prevailed during 1950. Finally .. it appears 

that applicant· has not earned the return to\md reasonable in the' 

earlier rate proceeding. ... 

!'he record contains evic1enee relating to the growth 

characteristics of this company. Exhibit No. 18 shows that in its 

California electric division its sales in kilowatt-hours increasec. 

from 270~S million in 1944 to 546.7 million in 1950 7 its average 

niJmber of active accounts from 29 ,.314 to 54,416 during the same 

period and its- .kilowatt-hour ... .:sa.les, per average account- 'from 9,2:3S 

to 10',046. Its reported investment in electric plant in ,California. 

increased trom :i;26',3-54,907 at, the close of 1944 to $4l,580,902 at 

the' close of 1950, and it appears that its period of heaViest con~ 

struetion lies' ahead. This company's continuing ,problem is t.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 for 

additional revenues if it is to realize the net earnings necessary 

to attract capital to, finance its requirements. 

It is' no~ed. that unit costs of labor and ina~erials have, 

increased,:and in: view of applicant's'su'bstantial construction . , 

program tor the ilmnedia:t.e 'future some recognition shouJ.d be given 

to the declining return with which applicant no, doubt will be, 
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.faced. T*1ng 1n1;o consideration federal ,income ,taxes at the 

recently ad'opted' 52% rate and the repeal of the federal electric 

energy-tax,. it ~s concluded that additional gross revenues ot 

$695,000 'will be req,uired by:applicant in its Calitornia electric 
, , . , 

. div1sion to place it in a' position where,: it can meet the requ:ire-
i 

ments of its service area::~ We hereby. find that 'such additional 
I'.. ' 

gross, revenues or oii695 , 001; will yield' applicant a return of approx-

imat~lY 6% on a depreciat~d rate b'ase ,Y which return herebY is' 

found to oe 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 utilities, is 

faced with increasing costs of taxes, labor and material" and its 
, 

rates for service cannot remain unchanged in view of its own: it 
increased, costs. The increase herein granted in our opinion is, the 

miniJ:lum one which will permit applicant to proceed with its program 
.' 

of, expansion' to meet the reasonable demands of. customers in its 

area for additional"service. 

Cost or Service Study 

Considerable controversy developed during the proceedings 

and criticisms as t.o the lack ~f cost of service~tudieswereset 

forth at length . in the' 'briefs of protestants l' &i verside .'Cement 

Company, Southwestern Poreland Cement Company 7 West End Chetiu.cal 
. 

Company, Cali£ornia l'..anU£aeturers Association, and the United States 
\ 

Navy Department. 

.. , 
17 Applied to an undepreeiated rate base, the additional revenue~ 

will yield a x:-eturn equivalent to approximately' 5,. S6%. ' .. 

, 
" 

.1'.;':' 
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The record contains the res~lts, of complete cost of 

service studies as to the over-all,operations of .the California 

elect~c division of applicant, both by' applicant and the Commission 

staif.' The complaint of protestants is: that these studies:arenot 

subdivided into more detailed studies as to cost to serve certain 

classifications of customers or certain areas. Upon request or 
. . . 

protestan~ cement companies, applicant did produce and submit to 

all pa.-ties a cost of ,service allocation study ~deby one'of its 

engineers to determine' the cost'of production and transmission of 

electrical en~rgy on its system. The ';protestants did not see fit 
,... ,I 

"" 

to request that this study be of!cred'in evidence. 

Other protests • ..... ere directed against applica.."'lt' s request 

not to increase rates in the San Bernardino city area, which is 

competitive with the Southern California ,Edison Company. 

The record is su£'.ficiently clear to justify increases in 

rates ·to the extent heretofore indicated in this opinion, realizing 

that actual costs of service in the pr~sent year are substantially 

in excess or the average costs as estimated by bo~h applicant and' 

the staff, andthit differing conditions may prevail upon comple­

tion of" applicant's steam-~lectric generating plant.. In order" that 

addi tional and more complete data may be available, however) to "the 

parties and to the Commission," appl:i.cant will b"e ciirect,ed to pre- ' 

pare two cost or service allocation studies, one, as to classes· of 

service and the other as to areas. Applicant, will be expected to 

outline the basis or allocation it proposes for such studies, and 

serve copies of such basis upon the parties her~o and file a copy 

thereof together with proof of service upon the parties with the 

Commission not later than December 31, 1951.' In ruling on ~he 

methods, to be followed, the Commission will give consideration to 

protes~s and suP'~est,ions received not later than January 31, 1952. 
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'The results of the compa;ny~S s;eudies .willpe filed mth the 'Oarties 
. - ~ ... .:. 10..: •. ., ~ .... I I 

and the ~ommis;sio,n' not later t,han. April ,30, 1952, covering t,~e 
• 1 ., I ,. • .~ 

,allocation of costs for the year 1951 :and earnings as related to , 
.. • :... • ,"' '. • I .'...,.,. < ' ' ,~: : .. '.! ',,J ! :: ,~ I •• I V" :, .. ,; 7, ,. .. 

the ~e,:v:enues whi.ch -;t.'ould ,hav,e been ~ecei veo. had the rates prescribed . ".. .. '.' , ..... ' .. ' k....· .. "", ~ , '. " ~".: ', ..... , ,. ". :'" •.. ;'. .'1 • .,'.' ... r .... 

·here~n ;been ~rfeet.ive £or the.f'ull year 1951. However, the alloea-
" . , ",' .... L.· 

,tions ,~:l.l ',be based upon ,assump~i,on of average water conditions,' 
" .' I ,/' • I ' • 

. ~d ~ll use the ,ret~.~s ~peeified herein. 
.. . '. 

'Distribution o'f ,Increase Among Rates and· Ch?rges 

A .c,onside~able .portion of the ~,eco::d in this proeeeding 
• ,M , • .I ,. , • ~ I • ~. •• 

concerns ,the :.eq,uit,abl~ .distribution of such increases as may be 
'. . " .. 

found to ~'be necessary. Applicant proposed to .apply a portion of 
~ . . ....., .. - .' .' . . 

the increase ~in g::oss%,:evenues as,~a' pex:~entage inc:-ease on al..1.' 
'. • .,' ',.. •• 1 

,present :charges and to apply ~he ~~~:lder .,of the gross revenue 
.. , • -. Ie. "I ~. • 

increase, .:which applicant estimated, w~uld ,. reflect r~cent' increases 
, • .- "j 

: in: the,:costof .~~rgy 7. as an average ,addition to· the charge per 

.. : kilowatt~ho~.. Protestants pOinted out that such a procedure; would 

~',result; in· a greater ,percentage increase on the bills of large users 
I 

-,,-whose, present. average rate per kilowat~hour is relatively lo~. 
- . 

,;Those; pro.:t,estants," who were cons;umers of large q,uantities of, 'energy, 

"emphasized:, the equalization ':>f percentage increases for all charges 
I , 

and all customers. However, the record shows that, under 

ap?licant T s proposal , although the percentage increase for a resi-
... 

dential customer using 1,000 kilowatt-hours pcr month on the present 
I • ~,,;,~:, 

ScheduJ.e D-5 would be about 7.8% as compared with a percentage 
( , 

increase of about 12.',% for a customer using 4,000 kilowatts at SO% . . ., ;~. '-

1..-., load ,factor, the increa'se in cents per kilowatt-hour for thel domes-
, w •• c _ •••• _., • , I. ", .~_ 

. ,/-.. tic customer is. at least twice the inere,ase in c~nts per kil0;tatt-

1,../ ' hour for the industrial customer. If the, increase authorized: 
/ I 

herein were distributed as an equal percentage inerea~c to a~ 
I 

i 
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.i 
," , ~ I I .. ',.. \' I . ' " I·, . 

, • I 

. charges and all customers, th~. p~rce~~~e wo;:u~ ~,e ~~o~~ .. 6,~!4~,~· 
t • '". 

On the other hand, the many customers who userelatively··sLiall 
, ( : I.' , • , • • "", ,',) " • • j ,", I .. , '!' .. :. . ,I ~. r, ~ \'. ':1' 

atlounts of ,energy might well urge a unifor:n distribution of: the' 
I ,.', 

" " • • ~~ I • fa ,'" '.4: ~I ", • (" ,. I ',', • ',) 

i,ncreasc in cents. per kilowatt-hour of: energy sold.. If such a 
. T " .', ': ' • \ • ,:' .... \ ... } t I ... :; I , 

~. , . ,: ~ 

distribution were made 1 the increase per kilowatt-hour would 'be 
. '. , , 

about one-tenth of a cent per kilo~tatt-hour. 
. ', ~ 

, : .' . ..... , 

. , 
\ 

" 

: -
.' , ' 

Th~ record shows that recent changes have had a material 
,10 I I~ I"'~, ' •• "', .;' .";'\·~/" ti, ~.:! ....... ,II' ,~, ,.. • : 

effect on applicant's sources of power and energy ~d applicant's 
• • • ' , ... , ,. • , .... t I ~ '""'I ' .. ,. . , ( ... ' 

cost of energy at prOduct1o~~ A n~ber of ~h~~e changes are 
; • '. '.}I" • !. ~ • . '" ' : '. " ",.. ..' ~' ... " I ' J ." 

renected directly in cost.~ or energy, without influence upon the 
•• ,. , ; , :-_ I "' , .... • ; .... , '" ~,'.:' 

cost of system capacity; It is appropriate that such' c:banges in' 
<., •• ,_ • '. • Of. I' '~'j :' .... .' ,- . ',t , • . I I" • • '. .' '. , ~, •. / • ,. .:. " ," 

energy cost be reflected in an adjustment of all charges per unit 
r., -: ,'. 

of energy. A comparison of applicant'S energy production schedule 
, ..... ", I 

a."ld eosts as recorded','\ tor 1950 ·.nth the test estimates 'tor 1951 
,:' , • .. j • 

• "',; .. • !~. . j i I of. 

under nomal or average conditions shows: . Ca) a decline of lO,338 

~~ga;~tt-h~';$' of firm energy trom the Boulder c~;~n" prOje;~ , 
.,) ,..... • ..-" I, .; ••.• j ... I 7. , _. t. I : '. ~ •. 

(0) the ei:im:i~tio~ of 42,514 megawatt-hours ot surplus energy i"rorc. 
... ;' I: 'r" :." : ; " ." •.•.. ~ j,,~ " : I ~ .. ,',...... J ~ .• f' .... ,/ • , \ 

the Owens Valley plants of the City of Los Angeles, (e) an increase 
~." :: ':', ;', ..... ," •• ,'0 ,.!:~.""!~' ~ .. :'" J.. t, : t,'·. ot 5,'535' megawatt-hours in energy from the company's hydroelectric 
• ~ ", r '. ~ • ..;. . ' . , ': ' "... :. '~ , 

plants on an average-year' basis 7 (d) an increase or 14. ,l50 megawatt- , 
". If' .. ,' ... I" • r '. "Iv ,', • ' !' . 1 " ,~ 

hours of secondary energy from the,Boulder Canyon Project on an' 
•. . •• !,' 

'r 

average-year basis, and {e} an increase of 34,000 megawatt-hours in 

supplemental energy' purchased from the City of :1,0$ Angeles. These 

changes, with several other minor changes and. the corr~sponding 
I 

changes in cost, together with a change in the energy ch;lrge portion 

of· the cost of 100,000 megawatt-hours purchased from the City of 

Los Angeles at Seal Beach, would resul~ in an adjustment or 
r ~ I , , .... 

approximately $166 1000 additional cost and nearly 3,000 megawatt-
, r'~ 

hours less energy than was r~co%'ded for the year 1950." Such an 
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... adjustment to the 1950t !igureS"·.'would raise the,! a:v.erage. cost. :per 

':.~. k'i'iowatt-hour at'·production·'d"rom. 3.77 mills to ,4.01. mi,lls •. '. Expan- :' 

"sion of this·:quanti ty to approximat.elythe, 1951.1eve~ of' busin.es.s ... \'" .'~ ... 
·coul.d be . accompli shed:': through an 'adjustment:' to ,re~lect.. additional 

, • ' • ", .' ,'~"" •• _ " ' •• I' • \~, 

. 'purchase 'from' Southern.Cali:£'ornia,·Edison. Cornp.any at.Highg%'Ove (.under the 
• I, ., 

',,(. terminal :rate of, 4.0 mills per kilowatt.-hour,.., ,which is ,.provide~ in 

.': Edison Ts'sehedule',( 'but the result,.does,:not ,alt.er, the ,average cost ' 
.,0 , • ~ 

at' productior. of 4.01 mills per kilowatt.-hour,\.previously q,uoted .. 
, . . . ~ ..... , 

I . I-e;:.;shoUld be no-eed that, the .~nergy ... costs· rene.cted in 
i, <, 

" the;"!oregoing)adjustments;apply to· energy at :px:oduction,. reg~41ess 

.'. of'·tlle·· .. ti:%le o:(':receipt,. and do not· re!le~ .cpar~es. ~hici~_are 
. ,.. ,... .. , . . ' 

'I. 'assignable to the' additional eapacity:·made,:ne~essa'ry by the:.~owth 
. " 

'; o£:"ioad~'between')1950 and 1951. Thus, it is,apparent.that an 

",~ :Lncrease o1"~ 0 ."24t,mills per ki~owatt~hour- a'C producti.ot:l,: ha.s,. oeeurred 

in energy costs, This CO$1; will be reflected ,in the kilowatt-hou~ 

component of the rate structure. The. remainder of' the authorized 

increase in ~ates will be reflected as a percentage inc~cade on all 

cr.arges ;-.mder present. rates. On a unit basis, the cal:culations 

j 
, 

necessary to develop.new rates are, first, each de:r.an~ charge, 
, 

~ini~um charce, and the rate for each energy block will bcincre~scd 

by 4.77% a~d, second, to the figure thus obtained for ,the rate of.' 

each ener~block will be added -e-..renty-!'o'..ll" hundredths oia mill 

'($O~00024) per ld.lowatt-hour. All increased !"ates and c~rgcs are 

to be ro~~ded in the final cOQ,utation of each item, scp~rately, to 
.. I' , • 

the'n~arest cent in the case of rates and. char~es q,uoted. inc.ollars, 
, " 

and ,to the/ nearest' ,hundredth of a cent in the case of! rates 'a:lc' , , 

ch.z.rbCs quoted in cents. The'co!'"rcsT-'ondi~gly. incr~a~d rates £or 

Schcdt.:.lcs m1H, L5-1, and LS~2 ore attached hereto as Exhibit A. 
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Al~hough the £oregoing computation of, increas~ iS,based 
• ',.,. '" t' ., . " I· ,', ' .. , '~, I .:. •. . '~ '~i.....· t • • \ •• , 

upon the estimate of applicant's total ~~es.~rom its, California 
..., • r .:\ ',',7' I r,', . . ,1° ," " ,. '. ',' 

.' division, excluding deliveries on exchange to Edwards Air ,Force 
.' "j • ' ' , '" ~ ~ '.,.',.. ~. , I I ." • !. I •.• • ',ot I ;-' I ' • ." 

Ba5e~' applican'e may not be able to effect, such increases,on 
, r. '. ',' '" • . \.' ,.~.. • • . ..... 

'deliveries in the City of' San Bernardino under Schedules, D-l,_~17 
, '. ,:''' .. ,\ ~ . .'.. ....".. . ",'. .....t. t : • .. .. : • 

'H-l, P-l-C, and P-l-D, or on the deliverie~ to Mi~~ral,C~~~ty.,Power 
• I • • ,'..' ':"': ':"""..... "'O.~~ "1-.~i·':J.·":' ..... r ," I • 

System and the U. S. Naval Ammunition Depot at Hawthorne. , ,If 
, , " ',' ~' ,Y' "" ' 

I.''' : •• r) ~ , , . . \,. 

~pplieant is unable 'eo 'effect increases in those schedules.and.for 
I ". • • • , ' . • .. : : . \. • .' .. ,'~' .6 

those customers, it is estimated that the increase in revenues ,it 
~., ,'I I I'" • t'. : .. ... to. , 

will ~eeei~~ under a full year's, application or the .new rates 7; :!)ased 
, ' .. ,. ",' .'. ", ' " \,. "1.:"" I I .... ~ .. -, , 

, on 1951 conciitions"will .fall short of ~695,OOO by.about.-.• $50 1 000 .. 

L,,-'" During the heari~s.\luestion '~a~' ~aiSed regar~ ;the 
, :. . .. ' . 

.' .,; . " . 

franchises'" and certificates h~le. by Southern California Edison Com-
;0 I • II'" /I , "', ... " • ~ I • , • : ..'. 

pany'!'or operations in'the City of San Bernardino and in the.County 
• ' ' -',; 'f t~ J,' ". ~~ .,. , : A " .:. ,.. ' , , • • • : ' • '.., '. , , ... ··'1 • .... 

, o£" San Bernard1ne>. This Commission, by Decision No. 27S$11,.dat~d 
,0' ,"~" .... ,': ,'! .. , t- ;" .. ,'," •• ~,;~"~'~,,.. '", /'" •• ,' .,\' • 

April S, 19.35 1 in Application No. 19786, granted a ce~i£ica.~e }>! 
,.' ':.." ''''I' f t.:-~,,',,".. I ~'~. ' ',. ~ '.f , 

public convenience and necessity authorizing, Edison to, .. exer.cise, ,the 
.~", t·. '. ,. ". (": ,:.~ .... I ••• ;", ' .. ,.;'~ 1\. • ~ •• .' :'.... j.., , • 

rights and privileges of a' francOise granted by the CitY' .0£ 
~ .. '. ,I ,~,.' ~",.\' ........ , .• , ~J ••• " ~ I " 

Srui Bernardino Under Ordinanee No. 15.37, subject, only to the provi.-
• " \ " ., • 1'. • 1" •. : •• ; I ~ , : ~. ",,1' • • • 

sion that. the COmmission might theremer revoke or linli·'t; said 
~. ~ " to ..... ' '" t •• ' ,'. .: '. - ~ ''''/.1 . 

authority as to territory no'e served by Edison at ,the ~ime ot rey~-
0, , • ., 

'. t ' 

ca~ion or limitatio~. No such revocation or limitation has been 

ordered. Said ordinance provided for the construction, operation, 
• 

and maintenance of an electric system and 'the transmission and dis­

tribution of electricity for all purposes other than lighting 

throughout the City or San Bernardino. It appears that Edison has' 
, , 

a franchise for the distribution of electricity for lighting 

throughout the city, den ved under Section 19 of Article- XI of the 
I 

Constitution o;E' California (as said section exis1?ed prior t.o its 

amendment on October 10, 1911). By Decision No • .34741 dated 
., .I 
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November 4, 1941, in Application No. 23'635, this ':Ommission .gr.anted 

a similar certificate of public c~nv~ience and necessi~y authoriz-
/, 

ing Edison to exer6isethe rights, 'and privileges of a .franChise, 
'" ' 

granted by Ordinance No., 482 of the County of San' Bernardino, for 

'operation o~ an electric syst~'throughout the county_ The certifi­

cate respecting the County Ordinance No. 482, however, was predioto 

cated upon a stipulation by Edison that it woulQ not' exercise said 

franchise for. t.he purpose of competing with eXist.ing utilities, and 

contained. the following provision, among, others: 

"2. That) except upon further certificate of this 
Commission firseobtained, applicant shallno~ 
exercise such !ranchise.:for, the purpose of 
supplying electrici~y wi t-hin t.hose· parts or 
portions of said county now being servedwitb.: 
electricity by any other "public utility~" 

I 

No further certificate has been issued to Sout.he:m. California 

Edison Company res~cting operations in the County of San Bernardino.' 

Counsel for several of the protestants, including the City of 

Corona, TemescalWater Company, and -e-he Navy Depart:nent.,: have· argued. 

in briefs that the application of increased'ra~es. to some customers, 

in'. the absence of an increase, to customers in the' city of 
" , 

San Bernardino, would create objectionable discri~ation t~ough 

causing customers outside of said city to subsidize the: cost of 

service to customers within the city. I't is clear from'the record 

that applicant believes the threat "of competition by Southern 

Cali:f'ornia Edison Company is much greater within the' city '0£ ,,: 

San Bernardino:than elsewhere in its service area~ Whether or not 

thi~ be so 7 the additional gross revenues required torappl1cant ~ s 

California elect.ric division have been distributed among. the rates 

and. charges for all sales by that ,diviSion ,including the sales within 
, 

the city of San BenuLrdino. It follows that applicant-T's other cus­

tomers will experien6~ no: burden thro~h ~loca~ion Of· ~he 'increas'es 

-24-
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herein authorized even though applicant may find it necessarj· to 
• J ," _'.' I'~ 

retain its present_"rat.es ,and;:charges within' 'the 'city' of 
.. ' '; • • ~ IT., . ' 

San Bernardino to .. meet the eompetit:I:on;':o£ Edison::' on many occasions 
• . I ,;. , '.', •. ' ~. . . , .... , • • ", ; ~ \ ,"'. ~.! ~ 

this ,Commission has recognized~ the ·'effect.' 'of' 'comp~tition in 'estab- ' 
.' .. ' , 

•• or" ,. • . \ _ .. 

lishing th:e levels of"rates, st'ating'in each c'ase ~hat the mai~te-
,,- .' ... 

nance of cOI!lpetitive rate. levels ::for' sOI!le' :cust~mer$would not 'be 
, J • '. • ,". .~ .... ~ ~ ~.~;~ ... 

permitted to burden .other;,.eustomers ... :' Each"such situation must be 
• \.' j, : • ~, .w,-.,. .... ~ . ~. , , . 

considered in th~, light of. the' peculiar 'conditions then' existing. . . ., 

" 
In any such case the. fundamental' question 'is whet-her .. or not the 

t.· (' •. 

continuance or the discontinu~."ce of: service to customers in the, 
, ., ,.' '. 

competit~ve area ...... -ill,-support .. or 'burden 'the company's' operations 

and i,ts service to customers in other' areas.' In view of the average 

rate received by applicant.!.rom its service'under present. tari:"fs 

within the city of San,Bernardino', it' do~s'7 not appear teat- the con-
.: ", .' ", l 

tinued. rendition of that-,service, ,whether' at presenttrat~s or'a'!; 
;1 ••. .... I. " , 

~ I *\ J 

'present rat.es ,with"the.,increases author:l'zed herein~ will :be a bur-
.,' '.4 t

" • ,Y ,', '" .;... .',.. " " " .!". 

den to applican~,~s other operations and to 'its other customers-

" " 

The Temescal:.,Water Company u:-ged prei'erential;re'~t~ent 
. , , . 1 

. .1, , 

under Schedule PA-2 on" th.e grounds ·,that 'said"'sched~e' applies sol~ly, 
. . ... " 

to its opera-eions,,~that it,~is; a ,nonprofit corporati~n and: its 
j I..~ • : I • " •• : ; 

," '''.'''. ' 

problems aredi~,ectly: the problems ofl.ndividual' ci-erJ.$ growers in 
. , ....... 

the area. It further urged recognition of, increased pumping and 

lowered water tables now experienced as the result of a series of 
, ','I 

dry years. The record, Shows, however, that' Temescal Water Company 

obtains a considerable portion of its water from surfaceruno!! 

during average years. In establishing its operations it must have 

anticipated that not all years would be' ave~age and that pro~ision 

would have to be made for the cost of pumping water£rom wel~s wh~n 
I ! • 

surface runoff' is low.. Regarding Temescal T s claim that its cost~s 
J 

I 
I •. 
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are direc~ly the costs o!the individual citrus growers ~ho own tha 

companY1 we find 'nothing unusual in the fact that the increased 

costs of utilitJr operations must eventually fall upon individual 

customers. Schedule PA-2 is a:?p3.ica'ble to agricultural: power irri­

ga.tion service but was closed to new installations after July 3'l, 

1945, in accordance with this Commission '$ Decision No. 4179$. 

Applicant reported an average o£ 16 active accounts served under 

that schedule during: 1950. EVidence presented by Temeseal' s 'Wi t­

nesses shows that Temescal paid a very low average rate under 

Schedule PA-2 during the 1950-l95l season. " It is apparent that 

application to Schedule PA-2o£ the increases authorized herein will 
." ' 

, i 

not create an undue burden upon Temescal,Water Company or·its!owners. 

Depreciation 

An ~eeme'tl.t to adopt the remaining life :lethod or eom-
i 

puting depreciation accruals er1'ect.ive. January 1, 1952, was r:eaehed, 
, .. 

, ! 

concurred in by all the parties, and sub~tted for t~e eonsid~ration 

of the Commission.~. This agreement, attached hereto as Exhibit :0., is 

approved by the Commission, and the order will specify its adoption. 

ORDER .... -'-,.. --
California Electric Power Company having applied to this 

Commission for an order authorizing increases in electriC rates 

and charges, public hearings having been held, the matter hav-"J.D.g 

been submitted and b.eing ready for decision, 

IT IS HEREBl FOulID AS A FACT that the increases in rates 

and charges authorized, herein are justified; therefore, 
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IT IS HEREBY·ORDERED that: 

1. Applicant is au.thorized t.o :file within thirty: (:30) 
days after the effective date of this order, and. 
in. conformity With, 'Genera:l' Order No .96, and to: . 
make e.f'.f'ecti ve after not less than three 0) days' 

,0 no.t,iee::,t.o~ thiS'C'ommissi'on, and: toO the'publ'ic: for ." .. ; 
ser:vic~"rendered"on and,' after, Novem'b~l" 30,j'·.l95l~,.:· 
revisedr':S'Chedulest ~LS-l, I.S-.3' and; DWH, with', rates 
ti'l.erein r as' shown, i'n Exhibit· A' attached: 'hereto and, 
together therewith, revised schedules :for, all ;: 
other rates. and -charges stat.ed in its, electric , 
tariffs, including the rates for each energy block, 
each. demand charge i and' each minim-am charge,~ 'COr:l-, 
put.ed; as .f'ollows: : -. ,'.' -: ' '. ., '. , '".H', 

. .;:, '.; t'· "J =;'~ ,; ~ I '. '1' .>~". ~ I :;,.~;:- "' .. : :. ;. :: •. • .... : • ..: •• 

. ":a:. I' Each. demand:;, charge and each' minimtlDl'I* , , ': .:- , 
. '~':,' 'charge o£",:appl'icant' s present schedules 
, " multiplied: 'by 1.0477; 

b.. '.the 'rate:.:t:o.r -each energy bl:oek.;'.:£irst. ;-. 
mult.ip-1~a by:. 'Ji~~ and,,' ·s'econcl:l:y; by' 'adding 
.t.o~Jthe' l.f'igure tEi.iSob~ined :t:w:enty~£our 
hundredths of a mill C $0.00024) per kWM; and 

• .,.'. ,) ;:.!"'" , • 'f ." _ ::.~:;: .... 1 

c. In the fiIral:"computation, of', each. item', .' 
separate1y'~ rounding" t:h~':~a.tes :ar.d :" ~. 
charges thus computed to'tlle nearest· , ... ,' . 
one cent in t.he case of rates and charges 
quoted in dollars,,~d to' the nearest, 
one-hundredth of a· cent~'in . ,the case of 
ri1:tes and charges..';.quoted in"(cents~<; ~~'~ 

": ....... ',-;. . ... "~:""' .~~,.. .:'jJ:' '''~', 

:2. If applicant· 'decides, 'not to make such rrevisions in its 
Schedules· D-l, :'L-l',:'H-l, P-l ... C and 'P-1-D·,. which are 
presently applieab~ewit.hin th~ city l~ts of 
San Bernardino~ it shall retain in e:f!ect the present 
rates and charges of said ta...-if£s. •. 7 •. 

'. ',' ,;........ • .: .... i.; ., : .;'. . - : -' .. " '" ......... • 

3. Upon;>ln:aldng. ,effective reVised 'rat.es ana;.:charges uncl.~r 
it.s Sche'clule's P-2and P:";";3, applicant shall make ,'" 
effective, for service rendered on and after the 
e.f'£ective date o.f' said schedules, the revised rates 
and. charges' of said schedules under its contracts" t. : 

wit.h Kaiser Company, 'Inc., dated' ·Oct.ober 1'., :1947; 
IndustrialE1ec~rica Mexicana, .s. ·A • ., cl.a~'ed· '~Iarch 1, 
1950; the United States of America .,. Edwards··Air·, . 
Foree Base, dated, June 14', 1950;"and Naval Ordnance 
Test Station) dat:ed January l, 194$; and applicant. 
may apply such rat.es and charges o£its revised' . 
Schedule P-2 effective on and~er the effective 
date of said revised schedule 'for service rendered 
to- the Unit.ed States Navy at V'oi1l Creek for consump­
tion by the Naval Ammunition Depot at. Hawthorne, 
N.evada, under Letter of Intent dated June 29, 1949. 

, .... 

,. 
' ..... , . 
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Applican~ shall prepare two (2) cost of service 
allocation studies, one as to- 'c1a.sses of service , 
and the others a.s to areas, shall serve copies of' 
an outline of the 'basis of its: proposed alloc9.­
tion upon the parties hereto an:d Spc COmmission 
not later than Decemb~r 31, 1951,~d, as amended by 
rulings Oll' protests or, cri tieism,§.J"ec'ei ved on or 
before January 31, 1952, applieant\shall file the 
results of said studies with tAe~rtics, and the 
Commission. :'lot later than Apri.:. 30, 1952 .. 

5- The agreement relative to depreciation practices, 
copy of which i s at~ehed hereto as Exhibit B, is 
hereby ap,roved and a!'plicant shall take the 
nec cssary ste,s to eon1"or!!l therewith .. 

The effective elate of this order shall be twenty (20) d.ays 

after the date hereof .. 
1-;:::-Dated at San Francisco, California, this __ ..:6~ ___ day 

of ___ ~Ioo....W:Oo.........:::;;.;;,..yr-~J_t4:!=-__ , 1951. . 
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For ApplicaJ:lt: Henry Yr. Coil, Albert C:y;e, DonAld J. Carman and. Kenneth M. Len:.on. -
Prote~ta.nts: RiV'er3icte Cement Company by I.. 1[. ·flrig;ht. of OfMelveny & Uyer::i 

Southwestern. Portland.C~ent. CoC?MY7 by DonalC! H. FOTe. and Wa.yne Knight or 
Overton, tymall, Prince &- Vermille; West End. Chel%l1cal Company., Oy (;.eo. D. Rivcl'! 
~~Al!red Hamp~on, Jr., ot Brobeck? Phleg~r and Harri~on; Tome~eal V~ter 
Company.r 'rr.! C.l.Ay~on and ~j City ot Palm Sprirlgs" by Ruesell W", Rink; 
City o~ Blythe., by Richard. H .. Rive, Henry M. Beard., J. E. Sullivan" ar..Q 
R. H. Rice; City ot Banning, by F. S. Wing; City of corona? oy JOM T. GaMhl .. 

Interested Part1es:calitorniai'arm Bureau Federa.tion, by J. J", Deuel and. 
I/. \ ..Edson Abel; United State:: Government: Office of ?rice Stabilization" by ';JJ;" c.,...Bryee lWa z Jr. and. EmU J. Broz, tor the Director of Price Stab:i.lization; 

I ~n I~ Departmento!' ~eeutive Agencl.es,U.S. Govertlment, by Ceo. Spiegel, tor 
)I' Charles Goodwin, COun!iel" ~u or Ya.""'<i:s and. Dock::; CaJ.i!ornia Manu!aeture~~ 

Association~ by Homer R. Ro~~; Riverside County, by' teo A. Deega.n.;Sou.thern 
Calitortli.'1 Ed.isonCOmpany, by Rollin E. Woodbur.(;lbltuaJ. W~:t,or Company, by 
Leo Zeit.z; Perri~ Valley ~r of Cenmerce by B.- C .. leech; :Orand Avenue 
Pr¢perty Ow!ler~ Croup,' by R. D. Bau.m,gardner;. SuMy:lead. Chamber 0: Commerce, 
by Aliee M. Webex:; Lytle Creek Water I:l:p. Comp.a.t1y" by H. M. Boyd.. 

For Commi~cion Sta!f: RD.l r .. Wi~, E. F .. UeNaughtor., and F. C"ler.lan. 

'~ 
to, v~I/' LIST OF WI'IN'ESSES 
~ , 

,JI''I; ~Evide."lce wa.~ prcsentod. ~r.. behal!, or applica..'lt by~ .Albert C<l.ga (hiztory,. eharaete, r 
)I' ,('vi}"" and ~cope or op.aratioll3), Howard. Boylan (results of operation), J. A. Talley 

,f'" (result: or operation" cOll!:truetion expenditures, cash requi!'Cments), rY ,/ c.. C .. Dolvaille (electric rate:s)" W'.l.lliz '1'. Joh.."l3on (~wer production)", , 
v A. B. We~t (!inancing,earning!l, ~Jstem growth), D. B. ?he clock (re·/enu~ 

estimates), Edgar Sheppeard (adm1ni~trativ.e ~'le genoral ~ense3). 

Evid.ence W<l.S pre~onted on behalf o! the prote~tants ~d interestod partio~ by: 
Dr. Allon Ferguson (price :»tabilization program), J. G. Jam()~n (agriC'.Utural 
pumping C03tS)" He!lry D. Hell::ler:: (electric oper3.tion and eosts" We3t End. 
Chemical Comp~), Edwin Fleischmann (eo~$on of rezidential rates), 
Uox A. Koffman (competition and electric co:st:: in tho cement ,ind.\4stIj~)? 
Fr:l!lk T. Sheets (eleetric'.co!lt3'v::. cement price3):1 Olin C. Hwt~d(power 

./ co:zts, Southwc:rtern Portland. Cement Company), John C. Allen (eompetition in the 
cem<;\nt indu5try), t. C. Smull (comparison o! power co3ts", Riverzide Cement 
Company), Clarence A. Winder (eo~t 01' financing" re~lt3 o! operation), 
c. ~. Brewer (comparison ot electric rates), Ceo. Spiegel (~ ~tipulat.ion -
electric power pureMl,H~' by Department 01' De!eMe), Bc.!I~ell VI .. ~ (utility 
rate!! V!!. iotlation), Carl C. Er~t (costs 0: steampower). ' 

Evidence .0'1~ pre3ented on bch:J.l:f' o! the Commi~!lionr s zta!! oy: Rooert W. Be.ar~lee 
(hi!ltory present o~ra.tions, cdmitlietrative and general e:xpen.:Jes, S1lI%Ifll£IrJ o! 
ea:ning~), Theodore stein (bal3neo sheet, income $tatemcnt and book depreciation 

t/" rc.serve), L. S. P~tter::on (operatirig revcnuos" produe:t.ion" tr~!lsion, ' 
Qistrlbut1on, customers' ~ccounting ~d. collceti..~, s.ii.es prOt:l.otioo" and', 
deprocia.tion expe:lses), D. Co. ~eill (t~e:: :.nd working cash- capital) .. , , 
J. W. Pringle (1'ixed co.pitnl and rate oD.::e), and I..cwi$ P- Kn~ (ro~t!l 01' 
operation). 
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Page 2 of 2 

LIST' OF ~'lITh'ESSES 
(Cont1nuec.) 

Evidence was prezented on bcb.ll! o'! th~ p%'C\t.c.st~l"l.t:: c.nd inter­
~st~d ~....rtics by: Dr.illen F.;,rgFson (price :ltabiliztltion 
program.), .. T. c. Ja.mc~or. (~gr:.eulturD.J. pu:lping eo::t~), 

... ' 

Henry D. H~llr.l"rs ( ... l~ctrie oper!'_tion ~"ld cost" Y.est. End 
Chem.eoll Company),. ,Ed" .. :L"l neisch:M.r_"l (eompa.ri~n of' r"!:si­
d.enti-ll ro.tes), lE.c.x t.. Ko!1':an (com~itio!l c.nd electric 
co:t.s 1.""1 the c~ent ilXi U3try), Frank T.. Sh'-30t:; (eloctrie eo$ts 
vs. e.:,ment priee:5), Oli:!. C.' Salstead. '(!'Ower co:t.s, Southw~stern 
Portland CE'.:lent Coo~)" Joh."l C. ill()r. (com~ition in the 
ecmAnt inqu:str~), :t. C. Sr.mll ( eocpa.ri~on o! power 0:> zt,s" 
Rivor5ido Cement Cocpany), Clare::ce J... ~':inder (cost of' 
:fiMneing, re::w.ts o! operation), C .. M. Brewer (com~30n o! 
olC?:etric rates)" Ceo. Spie-gol (by :5tipW.c.tion - electric power 
pureMoes by Dcpcr"...c.ant or J)e!er~e)" Russell W .. Rink (utility 
rate: vs. inf'lation)" Carl c. Ernst (CO~t3 or st.~power). 

Evid.ence was prosented. on bohcJ.! o£ t.ho Co:unission' s ~££ by: 
RoberZ,·~ .. Be~rd&e~ .(hiS-...ory, pre,ent opera.tioM" ~dministrative 
and. gc:.cral: expen~~", ~ o! ear.nng3)" 'I'hrodore Stc1n 
(bal~cc ~heet.t inccct: ~te:::.ent and bookd.cpreeiat1on re3erve)" 
L. S.: Patt~rson (o-perc.ting.,revcnue$" proOletion, tr3.n~~ion, 
d.ict.ribution" C\WtoC~3 t ~eeou:l.ting and eolloacting" ~tle~ pro­
cot.ion" ~d depreciation cxpcn:c~), D. C. Neill (texe~ ena. 
working cash c.'lpital)" J. W.?ri e (!ix&d. ~pital.3.nd. r~te 
ba~)" ~d. ~s R .. Knerr rc~ult.s or op.:rratio:l) ~ 

..... ,.l· 

., 
,), 
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'!he prcsent~ ettect1ve ~hcd.ule:; IS-l, IS-J and D'rtH 3J.".e 
chD.nged ~ to~ .a,..,e r~~:.n unc~edby t.his oreex" in all other 
reis,eet3 :' " . '. '. , . . '. '" 

r..a.m, Rating 
Serie~ 1:l::lpS 

600 !~~ens 
...... '" .... 't .... ,,' " , • -_ ...... -..... , ... , .. 

02.$6 
3.09 
3.36 
$.l6· 
6.28· 
7.80' 

'800 Tt 

l,ooo fT 

2,SOO tt 

4"000 Tf 
, , 
6,000 It 

10,000 . If 

1$;,000 If 

2$,,000 If 
.~ 

l1ul t.:i.ple ,,I.a.l::::ps 
I •• '·, ... j ' .. ::. ~ ," '" 

Sta.ndA:'d .~ 
·····40 .. W;it~ 

'~60"I" .-• . "IT ' . 
i .. 

. 7$ " 
,100. .fT 

~l$O TT 

'200 If 

300 If 

. Soo IT 

-
,,7$0 II 

1,000 IT 

UD~ CHtJtCZ 

10.77 
14 .. l$ 
2l.1$ 

.Gr~ Repla.eement 
... ' Street. ~ 

- 2.42 
,3.11 

1,000 ImneDs· 3.$$ 
1,400 If 4.29 
2,$00 IT $ .. l8 
3,ll.OO If $.90 
4,000 " 6.32 

7 .. .38 
6,000 " 7.80 

lO.24 
10,000 IT lO .. 77 - 13 .. 85 
lS~OOO /I J.h.JS 

16.92 

o 2.37 
2.88" 
3.13 
4.54 
5.34 
6 "l .. . ." . 
8.)2:':, 
ll .. 27 . 
l6.13 

2.22 
2.88 
3·.;32' 
3.82'· 
lJ..S2· 
5.02" 
5.36 
$.97,' 
6 • .3l· 
7.86· 
8 • .32' 

lO .. 22 
11.27 
'12~ 

Ci$ .. 2$ pc:' 'bil:1ont~ bUli:ng ,eriod tor each tiJ:Iing po1nt.'wber;~ 
.. stdteh!ng is controlled 'b7 oit.hcr mec~~l or ~u.o.lcontrol.· 

scr~UIE rs-.3 . 
L:mp ~ Rating 

Schedule Code . 

Rate Por I.amo Per BimOl'lt~ill1ng Period 
All Ni@t ce .,' " 

lJ070 Sodi~-V:l.por, 10,000 ~ 
'. 476 Mercury-Vapor, '. 400 ~att.s 

• 'I' ...... 

S J2.62 
~.73 
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: RATE 

mIIBITA 
··Page 20£ 2 

. SCEEDm tW'K 

S<:hedule ~ Nu:Dber Capacity of T~ C:l.,acity of ":S:1llion~ 
COde Residents in 'House in·Gallons He.l.ter47at.'t.';~'B:ljJ'~ng:'.~~ 

602 2 .:.18 : 1'"Soo ' ~';>~32' 
602 2 .24 l;OOO, , $;32 
603 3 :;30 :,l,ooo 6.JA 
604 4 ',30 Il,Soo 7.48' 
60$ $:,40 :.1.,s00 a .$5 
606 6 ·~40 .2,,000 '10.67. 

·607 7':$2 2,,000 'J2.81 
608 ,8 ,52 2,,0500 ·J3.88 
609 9 1~66 .. 2,,500 17.08' 
600,10 ,"66 3,,000 18.1S 

ltn:nItJl! CRA..~CE 

Whore tbe . total period. tor ,which. electric service issued und.er this' 
schedule .~,les" tMn ·:two :lIOuths on a. bil:1on~ billing basis" .the charge 
"Till beprora ted. 'on the' ea.sls or ,the r.Ul:lber of da~ in the period :1n 
question to the totaln1Jl:ber of d"-y:= in an average bimon~biJ' ing period, 
which' will be ta.ken a'lJ 60 <l3ys" but in no ease rill· the ebaree so eOl:lpu:ted 
be less than' $l.OS. , . 

SPECIAL CONDITIONS 

Change o! Heating Element .Ca::taCity: , 
Where the hot w.a. ter rec;:u1recen't$ 0'£ a custocer aJready ta.k:iJ:J"g service 

under this schedule are incre~ed. or deer~d, the hot. water ea~it"J' 0'£ 
the nter hea.ter installa.tion r:,ay be I.lOdi:Cied. by ch-""gjng the ml.ttase 0'£ 
the bea.t:i.:cg element in aeeord.:mce with tho Ui.'b1e below: 

Schedule capo-city 'of T3.llk ~ N\1:lber Capacity of :a1J:lon~ 
Code :I.."'l Gallon!> Resident::: in House Hoater41.2.tts BilJ4ng Charge 

50S 30 5 2',000::; 8;.5S 
,,06 30 6 2,,500' 10.67 
,,03 40 :3 7$0 6.4l 
504 40 4 1,,000 7.1.8. 
507 40 7 2,,500' 12'.8J. 
,,04 52 4 750 7.U8 
% S2 5 l"ooo ass· 
506· 52 6 1,,>00 10.67 
509 52 9 0'" 3,,000 17.OS' 
SoS 66 5 750 8.S5 
S06 66 6 l~OOO 10.67 . 
507 66 7 ,'. 1,,$00· 12.81 
508 66 5 :," Z~OOO 13.88· 

The above table. is not appliC3ble to wiv.. ~ter he~ter insta.llAtio~· in 
premises hitherto- tmServed 'lmd.er this sche(i.\i.t:Ei~;::· . 

. ' 
" 



, 

EXHIBIT B 

MEY.oRk"IJDUY. 07 m.t"DERSTA.\1):mG 
REI.A.TIVZ ro DEPRSCIATION PRACTICES 
CALL~fuUA ELECTRIC POW£rl. COM?AN".! 

1. The d.~prcciation re~ervc as or December .31, 1951,. 'W'.&J.l come . 
'Ul'lder t.he u::-email'ling li!oll accrual l:l.ethod.. Under thU ~lan, . 
by mea.nso! periodic reviewz by the COClpany,. tho annual, 
depreciation accrual will be deter.Qined by tho gro~: depre­
ciable pla."'I.t per books 1e::s the then existing 4eproe:iAtion 
rc::ervc rolo.tod to: the estimated e'luiV3lcnt romairrlnglife: 
ot :laid. depreciable :plant and c~timatcd g:ro:sssalvage, lczz 
cost or removal. 

2. Under tho 1'orogoing plan no a.dju:stmont::; for either dcf!.eient 
or oxcc:sive depreciation I'e:'Jorve be.laneos will bQ :ladu in 
the £tzt.ure through . surplus, w~!lthou.gh tho Aeeru4l method 
initially adoptod. '0&. eAa:lgod.' 

3. The company-will nwin~ within. its organization a eontintWlg 
~ta1't rovi~w or dt':preeiAtion charge::.. This stat! "-'ill.' have 
the duty or: (a) p~senting ,OJ Deeember 1, oach year,. . .. 
rccolXImondAtions for propo~d ba~ic depreciation. rate:: tor 
the on:;u1ng year tor :~ge::1ent approval. and. Commi3:>ion. 
review, the fir::t report to be filed December 1, l~l; 
and (b) l:i3Jd.ng tho adjust.mcnt necezsary as t<> composite 
ra.tes for Deeombor a.ccounts 01' tlacb. current year, basod on 
the basic!ive:; approved. tho prececli:Jg~~r" with the 
objective' that the accrual tor the ·year 'Will boproperly 
woightod ~ to actual P~"lt changcz during' tho yoar. ' 


