Decision No. 439665
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BEFORE THE PUBLIC UTILITIES COwsISSION OF THE STATE CF CALIFOmNIA

In the natter of the Application of )
SOUTHERN CALIFORNIA EDISON COMPANY )
for an order of the Public Utilities )
Commission of the State of California) Application No. 33952
authorizing Applicant to increase, )
rates charged by it for electric = )
service. )

(A 1list of appeafances is appended hereto as Apﬁendix B)

FIRST INTE&Ir. OPINTON 4ND ORDER

At the public hearing on February 3, 1954, on the above-
entitled application, a memorandum of understanding relative to
depreciation practices of the Southern Caliqunia Edison Company was

received in evidence as Exhibit No 47. A copy thereof is attached

- to this order as Appendix A. Thls proposed agreement between the

Commlsszon s staff and the utlllty on the matter therein specmfzed

- was submitted to the Commisszon for consideration and approval. The
net effect of this understandzng, if approved by the Commxsszon, is
to 1ncrease the applicant's eotzmAted depreciation expense for the
year 1953 by $96,000, or 0. 6& per cent.

Counsel for the staff suggested this matter as apprOpriate

"7 . for an interim order This would expedlte completlon of the wain

rate proceeding by enablinp the staff to proceed prowptly with its
study on a basis acceptable to all parties. .
The applicant's original request was based‘upon a sinking
fund method of computing depreciation allowances. The memorandum
of understanding is based upon a straight-line remaining life iethod
with longer over-all lives than used by the applicani. While the “
staff’s methed yields a slightly higher figure for 1953, over a
period of years it should result in a lower cost for future rate

payers. It is characteristic of the sinking'fund method that

e
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depreciation charges are less durins the early years of the life .
of plant and more during the later years. The straight~line method
corrects this condition and spreads the aceruals more uhifofmly
over the life of the plant. T

Copies of the memorandum 6f understanding were mailed. to
all parties of record and no one opposed its adoption. After
considering this matter, the Commission finds such agreement to be
in the public interest and approves it; therefore,

IT IS HEREBY ORDERED that Southern California Edison
Company is authorized and directed %o carry out the terms and pro-
visions of: Mdemorandum of Understanding Relative %o Depreciation
Practices for Rate and Accounting Purposes of the Southern
California Edison'CQmpany”, received as Exhibit No. h?Iin this .
proceeding, & copy of which is attached hereto as Appendix A.

The effective date of this order shall be twenty days
after the date hereof
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VEMORANDUM OF UNDERSTANDLnG
RETATIVE TO DEFPRECTATION PRACTICES
FOR RATE AND ACCOUNTING PURPOSES
) OF THE

A. Consideration of the management of Southern California Edison Cempany and the

staff of the California Public Utilities Commission has been given t0 the

depreciation practices of the Southern Califomnia Edison Company.
B. Upon 2 formal oxrder of the Commission in Application Ne. 33952 so directing,
the following plan will be adopted:

1. The book depreciation resexrve (oxclusive of leasod property,
transportation and construction equipment, and nonutility
propertics) totalling $131,168,392.49 as of December 31, 1953
will come undor the straight-line remaining lifoﬁopreciation -
accrunl plan. Under this plan, beginning as of Januwary L, 1954,
by means of perdodic roviews by the company, the a.nnual.book
depreciation acerual will be determined by accounts by relating
the gross depreciable plant por books, the then cxdsting book
depreciation reserve and the ostimated net salvage to the osti-
mated equivalent reminﬁhg'life of said depreciable plant.

Under the forogoing plan no a.djus"c.ment for cither deficicent or
excossive depreciation rogsorve balances will be made in the future
through Suwrplus, or any account not classcd as Eloctric Department
Operating Revenue Deductions in the Commission's present Uniform
Systen of Accounts for Electric Corporations, except ‘as roquired
by any rcguhtory authority having jurisdic';:,ion, evon though the
ceccrual method adopted herein be changed.
The Company will mointain o staff whthin its organization to roview
depreciation chafgos. The Monagement will submit proposed basic

depreciagtion rates for cach year and supporting data for Commission
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review not later than the preceding December lst. The first such -
report shall Be filed on or before December 1, 1954, to cover pro-
posed dopreciation rates for the year 1955. The Cempany chall also
submdt to the Commizsion by Aprdl lst of each yoar the finalized -
basis of the current yecar depreciation accrual co.iculations. o
The remaining life straight-linc depreciation acerwal for allowable
depreciation-expense in Application No. 32952 for the year 1953
shall be $14,987,000. Similarly caleulated, the provision for tho
year 1954 is estimated to be $16,650,000.
It 15 understood thot depreéiation accm}.z for nonutility property
are excluded herefrom, and that the figures do not contain deprecic-~
tion provicions for transportation equipmont and other depreciation
provisions acerued through clearing accounts, nor do they include
Provisions for leased proporty. .
C. In the joining in this Memorandun of Understanding or in acquicacing in tho
. making of the changes in book depreciation acerval pr;cticcs provided -for
hercin, the Company dees not vadve any of 4ts contentions thot a just and
reasonable levol of rates cannot be fixed unless appropriate rocognition bo
given in the rate of return or otherwise, to the adverse offocts of inflation
on carnings and rétum, nor doos it' constituto a walver of, i'ca,“righ'c 4o ..

prosccute before the Commission or any court of competent, jurisdiction ive
contentions in this regard.

‘o
.

Dated at los Angeles, California, on February 3, 1954.

Attachment
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SUMMARY OF
ANNUAL DEPRECIATION ACCRUAL CALCULATION
STRAIGHT LINE REMAINING HIFE METHOD

YEAR OF. (Thousands of Dollars

SOUTHERN CALYFORNIA EDISON COMPANY
TOTAL CONPANY
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STEAM PRODWTION
Structures & Imurovements
Boiler Plant
Turbo-Generator
Acc. Blectric Equip.
Mis¢. Power Flant Equip.

Total  Steam

HYIDRAVLIC FRODUCTION
Structures & Improvenents
Resv,, Dams & Waterways
Water Vh,,Turbs. & Genr.
Acc¢, Blectric Equip.
Misc. Power Plant Equip.
Roads, R.R. & Bridges

Total Hydraulio

TRANSMISSION PLANT
Structures & Improvements
Station Equipment
Towers & Fixtures
Poles & Fixtures
0.H, Condrs, & Devices
Undgrd, Conduits
Undgid. Conductors
Roads & Trails

Total Transmission

$ 14,161
28,473
2} 697

6,200
825

9,082
3,898
1,657

130

33,15

$ 11,046
17,094
3,613
489

(25
(

34
29

34

$ 325
639
68,

145

74,356

13,576
100,624
11,522
1,658
1,581
.35?

17,882

1,908
10,83
2,029
520
246
117

50,783

133,318

5,292

62,022

20,632

- 6,172
27,420
L

42
2,266

15,654

1,662
12,903
5,839
817

-3
386

8,414
|

123,860

L 30,085
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SUMMARY OF
SOUTHERN CALIFORNIA EDISON COMPANY  ,,\\yat DEPRECIATION ACCRUAL CALCULATION

VIUTY—FOPAL COMPANY' ‘ STRAIGHT LINE REMAINING UIFE METHOD Sheet 2 of
(CHAREEABIE TO OPERATING EXP:NSE) YEAR OF__ 1953 (Thousands of Dollars) FILE NO.

: 0} 3] 10
m ) @) ) (0 ® ) L
EST. FUTURE NET SALVAGE TOTAL SERY. LIFE REMAIN. | ANNVAL
(EST. GROSS SALVAGE PRECIATICN NEV ouie. | sur- |avitace| G | Acceuat
LESS COST OF REMOYAL) vt ;Efﬁ.'.z BALANCE crour | vivoss AGE LIFE (0=t5)
AMOUNT (EEG. YEAR) M—a—3) ors) | esy { oas)y | OiES) $

LOCATION_.

ACCOUNT
KO. DESCRIPIION __ %

DISTRIBUTION FLANT
351 | Structures & Improvements
352 | Station Equipment

Foles & Fixtures -
0.H. Condrs. & Devices

U. G. Conduit -

U, G, Conductors

Line Transformers
Services

FRIS8EINS

$ 1,878 $ 2,235 $ 6,932 30
10,388 16,587 24,964 25
Q%%) 7,048 45,507 2},
3, 5,848 34,095 | 25
- 1,035 6,228 43
(381} 767 7,238 28
5,229 15,654 31,402 29
- 3,063 12,513 2],
Meters 1,344 1,882 19,171 25
Street Light . , f613) -363 9,010 18
Total Distribution 18,318 54, 1,82 197,060

GENERAL PLANT
Structures & Improvements
Office Furniture & Equip,
Stores Equipment™
Laboratory Equip.

83
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2Kl 38
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703 5,265 42,5
464 _ 933 21
158 624 17
) 115 ‘ " 408 2
Cormunication Equip, (571) : 5,011 | 17
o 55

Misc, Equip, ' 112 AL
Total General Plant | 924 12,416 ,

73‘ -
FP?@@
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Ld

3
o

Grand Total Depreciable
Plant {Chargeable to
Opsrating BExpense) 35,519 | 122,041 461,142

(Red Figyrs)
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LIST OF APPEARANCES

Tor Applicant: Bruce Hemdck, Gail C. Lardin and Rollin E. Woodbury.

Protestants: California hunicipal Utilities Association, by _J_opg_l_Hg}m
s.nd Clarence A. Winder; Southern San Joagquin Municipal Utility DAstrict, by
J. O, Ravis; Los Angeles County Fair Associotion, by Philip D. Shmmrd-
32nd District Agricultural Association, by R. M. C. Fullenwider; California State
Grange, by Charles O. Busick:; Housing Authority of County of Los Angeles, by
Ted Scarborough; Housing Authority of City of Oxnard and Housing Authority of
County of San Bernardino, by Paul M. Sapp; Oxmnard Housing Authority, by Heil
Hiely; Housing Authority of City of San Bernardino, by Richard L. Collins:
Citlies of Compton, Lymwood, South Gate, and Torrance, by Clarence A, Winder;
City of El Segundo, by Donald A. Short; City of Long Beach,by Henry E. Jordan;
City of Torrance, by James M, Hall; Kaiser Steel Company, by Samuel S. Gill of
Thelen, Marrin, Johnson & Bridges, R, E, Senvor and George Scheer; Brea Chemicals,
Inc., by ndrew Hauls Terra Bella-Exeter and Vandalia Irrigation Districte , by
Irvin H. Althouse; Lindsay-Strathmore Irrigation District, by James R. McBride,
Mr, Trauger and D ;@:d Burr; California Mutual Viater Compa.nies Association, by
Donald D, Stark and X, bpurzoon Rothrock of Clayson, Stark and Rothrock, and
Barrv Dibble; Anaheim Union water Company, by L. A. Peterson; Bear Valley Mutual
Water Company, by J. J. Prendergast; Beaumont Irrigation District, by Margaret
Olsen; Covina Irrigating Company, by E. H. walters; Cucamonga Water Company, by
» John H. Klusman; Fontang Union Water Co., by E. A. Wright: Frances lutual Water
Co., by Charles M, Flum; The Gage Canal Company, by John X, Mylne, Jr.;
Irrigation Company of Pomona, by J. R. Corrington; Redlands Heights Water Company,
by H. H. Ford, Jr.; Riverside Highland Water Company, by D. S. Bell; Riverside
Water Company by A. A. Webd; Santa Ana Valley Irrigation Co., by D C. Hansen
and H. Rodper Howell of Rutan, Tucker, Howell & Tucker; San Antonio Water Company,
by Oliver S. Northecote and C. D. Adams; San Dimas Water Company, by William
. Crum; Temescal Water Company, by C. M. Brewer; Yorba Linda Water Co., by
M. E. Ford, Jr.; Yucaipa Water Company No. 1, by E. R. Hedman; Pacific Electric
Railway Co., by Randolph Karr and R, H. Dugnid; Los Angeles Transit Lines, by
Stanley M, Lanham and John C. Curtis:; Terra Bella Chamber of Commerce, by
Raymond Muller; Lakewood Chamber of Commerce, by Jack Kroud, Lee T. Hollopeter
and A, M. Incoboni Business Propsrty Owners Corporation of the Valley (Yucaipa),
\?y Clarerce A, Martin; Cities of Dolano, EL Momte, Omtario, Redlands and Upland,
mepemﬁve, Internationsl Association of Retail Cleris,
A. F. of L. Local No. 899, Community Joint Union Council of Porterville,
Institute of Social Welfa.re and various individuals all listed as "Independent

Protestants”, by B deht, Sop Miller end Edwin P. Jacobuen.

Protestant and Interested Party: Bethlehem Pacific Coast Steel Corporation,
by Fred E, Pottit, Jr. of McDonald B. Pottit and Fred E. Pettit.

Interosted Paxrties: Colifornie Farm Bureau Federation, by J, J, Dauel; .
California Manufacturers Associstion, by George D, Rives and m.zmmm
of Brobeck, Phleger & Harrison; Executive Agencies of the United States Covern~
ment including the Department of Defenmse and Public Bousing Administration by
Cnerles Goodwin, Geovge Spiegal, Hepry V. Bazak, O, L. Allipap and James E.
McFeely; Depar’tment of Water and Powaer, City of Los Angeles, by John E, Girard:
Califomi&-Michiga.n Land & Water Company and Past Pasadene Water Co., Ltd., by
Richard C. Goodsmead: Delano-Earlimart and Saucelito Irrigation Districts, by
Argin H, Althouses Lindmore Irrigation District, Ivanhoe Irrigation District and
City of Lindsay, by Jamog R. McBride; Monolith Portland Cement Company, by

I » Noymen Elliott, _alsle_.-._gm.ﬁsa and R, D. Dinpler; Califor-
..ie. Portlond Ce:nent Company, by Wg,},;l,ggg K. Dowpev; Porfectaire Manufact
Conpany, by Henry E. Walker; U. S. Gypswn Co., by Laon Shock; Cities of Auabein,
Azusa, Colton and Riverside, by John W, Holmer, Preston Turnar, H. A. Snidow,
Martin C. Casey, Henry Dougbe:'ty and W City of Los Angeles, by
Zoper Arpobergh, Alan G. Campbell and MC City of Sen Bermardine,
by Waldo Willhoft; City of Santa Monice, by Robert G, Cockins; City of Vermon,
by Mm of Guthrie, Darling and Shattuck: Kern Caunty', by Bruca
McKnight; Fred C. Joges, in propria persons; Hacry Colmer in propria porsona.
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Other Appearances: Xenneth Johanson, as observer.

y For the Commission Staff: Boris H. Lakusta, Charles W, Mors and Freyman
leman.




