Decision No. 4842

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the Application of )
CECIL J. McINTYRE, KENNETH D. McINTYRE)
AND DORIS E. SCRUGGS doing business as)
& Co-partnership under the firm name )
and style of INDIAN VALLILY LIGHT AND )
POWNER CCWPANY for an order of the )
Public Utilities Commission of the )
State of California authorizing appli-) Application No. 33980
cant to increase the rates charged for)
electricity; to withdraw and cancel )
all of its filed and effective rate )
scnedules applicable to said eclectric )
service; and to file and make effec- )
tive in lieu thereof electric rate )
schedules in accordance with this )
petition. )

Cecil J. McIntyre, for applicant. .
Leo-a. Blom, for-the Commission staff.

By the above-entitled application, filed December 29,
1952, Cecil J. McIntyre, Kenneth D. MeIntyre and Doris E. Scruggs
(Indian Valley Light and Powér Company) seek an order of this
Commission authorizing increased electric rates for service

rendered in Greenville, Crescent Mills and adjacent territory in

Plumas County.

A public hearing in the matter was held before |

Commissioner Potter and Examiner Emerson in San Francisco on

February 25, 1953, and the matter was submitted for decision on
that date.

Applicant’s Position

The largest item of operating expense on this utility
is that of purchased power, which amounts to between 68 per cent

and 72 per cent of the total direct operating costs. This cost
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will increése.by about 22.8 per cent as a result of increased
powef ratés chargéd applicént by Pacific Gas and Electric Company
effectivé on énd after NSQember 10, 1952.

Ih this proceeding applicant seeks to increase its
ré;énues by an amount somewhat less than that required to fully
offset its increased purchased power costs.

Rates. Present and Proposed

Applicant's fat;; presently consist of eipght sch;éﬁiés.;/
Based upon usage in 1952 the average increases in monthly billingé,
under the rates which épbliéant requests be made effectiv;, éfé
shown in the :olid&ing tabulation:

e R

:Rate Sched. No.:Average:Typ. monthiy Biili: %
‘ :  :Pres-: nHe- :_Use :At Pres.: Av:Keg.: . In- :
Classification :_ent :quested:(Awhr) : Rates : Rates :crease:

’

Domestic . D-1 D-1 303 § 6.63 % :7Li§ 'élS&%
695 18.65 .68

Agric. Power: - .. P-2  PA-1 21 16.25
General Service . - L-1 A=l 300 13.04 13.29 1.92
Heatin§ and Cooking C-1 H-l 933 17.94 20.15 12.32
General Light & Power (-2 A-2 7,984 17.95 20.28 12.98
General Power P=1 P-1 599 15.47  17.25 11.51
General Power P-3 'P-2 85,057 1,371.12 1L71.L9 7.32
Street Lighting l-2 18-l 695 39.99 4L€.37 15.96

re

Applicant has estimated that the requested rates will
produce an annual gross revenue increase of 311;229, an over-é;i

increase of apﬁroximétely 7.1 per cent. .

- e . -~ e ava— e ey b -

l/ Tates cotablished 5y Decision . No. L3760 in Applicétion
No. 32178 issued May 29, 1951.




| A-33980 ET

Summary of Presentations

Applicant and .the Commission staff presented studies of
the results of operations which, as supplemented and corrected by -

oral testimeny, arc summarized in the following tabulations:

' Calendar Year 1952 - Present Rates

: : As Adjusted :
Item + As Recorded :by CPUC Staff :

Operating Revenues. - $1a3 oy $IL8,2L7 -
Operating Expenses
Before Depreciation and Taxes 107,811 121,223
Depreciation* 9, 821 9,821

Taxes lO,ZAg 6,802
“Tocal Operating Expenses - 57,84

Net Revenue 15, 930 1o,uoi“
Rate Base (Depreciated) 21L, 89&# 217,790
Rate of Return - 7. L1% L.78%

* Strazght -line remaining life, ')“\
developed by CPUC staff.
# As developed by applicant.

Estimated Year 1953

: Applicant : CPUC Stalt :
: Present: Hequested: Present : nequestéa
' Ttem T : . Rates : Rates : Rates : Rates

Operating Revenues $LL7,733 $158,961. . $150,900 $161 750

Operating Expenses befe ‘
Depr. and Taxes 124,250 124,350 126,100 126, lOO
Depreciation* : 9 932 $,932 10, 148 10, L8
Taxes : 6 781 9,88L 6 L1l 9 LO7
Total Oper Exp. LL1, 063 CLL4, 106 ILZ 059 145, 655,

Net Revenue 6 6705‘ 1, 795" 8,21 16 095~
Rate Base (Depreciated) 222 427 222 AZ? 222 832 222 832
Rate of Return '3, O% 6. 7% 3 70 22%

L % Straight-line remamn;ng life method.

Analysis of Presentations

For,the_calendar“year 1952 under present rates the
Commission staff presentation, above-summarized, constitutes a
recaleulation of 1952 operations giving full effect to those

conditions which it iz known will be prevalent during the

'
’ Y
- % .
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yéar‘l953. Such adjustéd'year'l952 is therefore a "pro forma®™
showing and helpful in demonstrating the trend of results of
oﬁérations‘during the years 1952 and 1953. Such trend, as above
indicated, appéars as the difference between the rate of return:
in 1952 of 4.7¢ per cent and that of 3.70 per cent for 1953, a
decline of 1.08 per cent.’

From this tabulation, as supporteéd by the record in

this proceeding, it is apparent that applicant is in need of

increased revenues if its earning position is to be maintained at
or near The raté of return which thic Commission found as reasonable
for this utility'in the peribd just preceding the increase in.
purczased power costs.S/

The majéf differences between applicant's and staff's
estimates for 1953 appear in the revenue %o be obtained from four:
sawmill accounts and in the estimates of federal income tax.

With respect to the difference in revenue estimates, the record
shows that the staff assuzed an increase of 13,320 kwhr (0.324)
over the estimate for 1552 adjusted. The applicant did not show
adjusted figures for 1952 but estimated that industrial sales in
1953 would be 158,236 kwhr (L.05%) greater than the recorded
industrial sales in }952. The evidence shows that three mills
were operating during the first five months of 1952 and a fourth
mill coumenced operations in June of that year. The staff witness
testificd that he chécked with representatives of each of the
four mills, three of whom indicated that their 1653 level of
business would not differ materially from the 1952 level, and the

fourth indicated a possibility of a 5 per cent increase in its

2/ See Decision No. 48185 in Application No. 33£95.
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operations. Applicant's managing partner testified that about

97 per cent of the private timber has beén cut in the Creenville
Cutting Circle, that when the balance is cut only Forest Service
timber will be available, and that sawmill operation will
necessarily be curtailed at that time. Ve note, however, that the
establishment of the new mill in the area, as recently as June,
1952 indicates.a general confidence of sawmill operators in the
timber supply of the area for the immediate futwure.

Applicant's witness testified that an increase in public
liability and property damage insurance has been experienced since
his estimates were prepared for Exhibit No. 1. He staved thav
there had been an increase of about 300, with the possibility of
a further increase of {987 if the company were to obtain coverage
equivalent to that previousl? carried. The staff's witness
vestified that he had allowea for somé increase in the insurance
expense account, using $2,600 as his estimate for 1953 in
comparison with 52,100 used by applicant in its estimate. The
staff witness indicated, however, he had not provided the full
increase of 51,200 which applicant's witness stated would be
incurred if the additional coverage were purchased. Applicant's
witness did not indicate definitely that the additional coverage
would be purchased. We conclude that the allowance for insurance
expense made by the staff wivness is reasonable for the purposes
of this proceeding.

Applicant heretofore has used the sinking fund method
of depreciation accounting. In this proceeding applicant has
adopted the straight-line remaining life method, as recommended
by the Commission staff. In so doing the annual depreciation

accrual for 1952 was determined to be in excess of $12,000.
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Applicant does not show such amount in its oresentation but,
instead, adopts a lesser amount, in the interest of removing a
point of controversy, and has used the staff's recommendation for
whe purvoses of this proceeding.

Applicant's managing partner stated that, in view of its
change in practice for computation of depreciatidn'accounting, it
would also change its calcuvlation of depreciation for incéme tax
PUrposes to use the same lives as used for its reports to this -
Commission. He stated that such a change would have redﬁéed the
depreciation allowance for 1952 tax purposcs from 311,861.66 $0
$8,004.31, and that the same spread would be true in'1953.: The
staff witness stated that he used a depreciation allowance of
$12,723 for purposes of the income tax calculation in making the
estirmate for 1953. An adjustment of the staff's expense estimate
to conform with applicant's stated intent as to its future
depreciation calculations for tax purposes reduc¢es the net revenue
‘for return under the staff's estimates to $7,289 at present rates
and to $14,842 under the requested rates. The corresponding rates
of return would be 3.27 per cent and 6.66 per cent, respectively,
upon a depreciated rate base. o

Conelusions

In view of the entire record in this proceeding, we
conclude that applicant is in need of increased revenues and find
that the rates which applicant requests will produce a rate of
return not in excess of 6.7 per cent upon a depreciated rate base
of $222,800, which rate of return and rate base we hereby find to

be reasonable. The requested rates are reasonable and will be

"avthorized.
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Cecil J. McIntyre, Kennoth D. McIntyfe and Doris E.
Scruggs (Indian Valley Light and Power Company) having applied to
this Commission for an order authorizing increases in rates and
charges, a public Bearing having been held, the matter having been

.submitted and now being ready for decision,

IT IS HEREBY FOUND AS A FACT that ‘the increééesiin:réfés
and charges authorized herein are justified and that 'present fétes,
in so far as they differ from those prescribed herein; ére unjust
and unreasonable; therefore,

IT 1S HEREBY ORDERED'that applicant is authorized to

- file in‘quadrdpiicéie ﬁiéh the Commiééibn, after the éffeétiVe
‘date of-ihis drﬁérvand in éénformity Qith General df&er=No, 96,

- the. schedules of rates set forth in pages 23 to 31, 66tH’inéiu§ive,
of Exhidbit No. 1 in.this proceeding and, upon not: less thadlfive.
.days' notice to the Commission and the public, to make such réies
effective for éll‘serviée-renaéred'on'énd éfter Mhy 1, 1953.

The effective aate 6£"£his order shall Sé:tweﬁty diys

after the date hereo
"Q - . . Z
Dated atuigum (hzmaiady , California, this 30 7% day

777 i , 1953.
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