
Deciaion No. /1 ~yj 

BEFORE TEE RAILROAD COmtLSSION OF TEE STATE OF CALIPORNIA. 

In tne Matter of Application o~ 
Coaa";. ValleY's Gas and El.e.ctric 
Company. a Corporation. for an 
Order Revising the :Base Rate for 
Gas Se.rv1ce' aa' hereto:tore F:ix:ed 
by Deci8~on Ro. 9397~Ca8e ~o.16l1 j 

Application Xo.8173. 

J'ames F.Pollard. tor A:pplicant .. 
K.G.~orgensen. for City .of Pacific Grove. 

:BY THE CO:MMISSION': 

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

. Xhis is an application of Coast Valleys Gas and 

~eetr1c Company for a revi8ion of its rates tor gas service 

as ftxed by Decision No •. 9397 in Case No. 1611 dated August 23, 

1921. Applicant alleges that the estimates of the Commission 

in that proceeding have not been realized and that its gas· ratea. 

are insufficient to yield ~ fair and reasonable return upon its 

investment. 

A public hearing was held before llxaminer Eddy in 

Sa.lina: on September 25th,1922, and the atter thereupon 8ubmit-

ted. 

Applicant maintains end operates gas :plante in the cities 

of Salinas and Monterey and fram the latter plant 1ta1so, distri-

butes gas in the City of Pacific Grove. the rates ftxed by Decision 

No. 9397 were designed. to vary in proportion to the price :paid f"or 

aU. The basic rates became e:f'f'eet1ve on October 'let.1921~ and re-
ductions in these rates tota1ing f1~teen cent~ per thousand cubic 

:f'eet hoD-ve been made as a. result or decreases. in 'the cost or oi~to , 

the utility. It 13 the reasonableness of these basic rates whICh 
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is now questioned by the utility. 

The evidence in this proceeding ~owe that Coast 

Val~eye Gas and ~lectric Company is making a commendable effort 

to improve its gas service in Monterey and Pacific Grove. A com-

plete new gas- generating unit is nenr1ng completion at the Uonterey 

ple.nt a.nd pJ.s.n~ are being made for the cOXlstruction of an oo.dd1t1onal. 

b.izh pressure lXI3.in to serve Pa.cific Grove. It is contended tllat the 

cost or these, and other improvemonts contemplated, will materially 

increase the investment upon which the utility is entitled to a fa,ir 

return, but in the opinion of the Commission, their operation Should 

also result in such increaeed efficiencies and economies as to ena11e 

the utility to serve its consumers at a. more reasonable cost than 

heretofore. 

The reasonable investment in the gas department and the 

estimated rate base for the ensuing year i3 as tollows: 

RATE BAS]: --
Fixed Capital December 31,1920(Deeision No. 9397) 
Additions and Betterments to ~uly 31,l922 
General Capital Gas Department July 3l,1922 

To~ F~ed capital as of ~uly 31~1922 ••••••••••• 

Estimated average additions and Eetterments for 
year ending September 30, 1923 

Estimated aver~ge Capital tor year ending 
September 30,1923 

,P.verage month '5 oil requirements 
l!ater1a.ls and SUppliea 

$ 264.999.50 
29,702.85 
17.336.1.4 

$ 312,038.49 

63,000.00 

Working Cash Capital 
Total Rate Ease Gas Department ••••• $ 

$ 375,038.49: 
2,100.00 
7,500.00 
9.2S0.~C 

393,888.49 

The utility 3ubmi tted in e vidence a ta'bulat1Gn showitlg 

a.ctual opera.t1ng e xpensl!s incurred in the pa3~ tC)geth.er with an 

estimate of ~J?enses expected to be incurred in the coming year. 

The eompanyts estime.tes ha.ve been c are!ully checked by the Commis-

sion's engineering department. It s.ppel'J.rs tho.t the company has no·t 

given suffic1ent cons1derction to the increase in effic1ency which 

anould be obtained in C)perat1ng its new equipment in Monterey. 



The rcv1~ed e3ti~tes incl~ded in the following table are 

rea30n~ble b~3ed upon a deeree of efficiency comp~rab1e with 

thl;l.t reached 'by other utilities 5imiJ.o.rJ.y situat.ed, and th.is 

degree of efficiency must be attained if a full fair return 13 

t.o be had. The duty of oil 1~ eatimated at J.3 gaJ.J.ons pcr one 

thousand cubic feet sold and it is expected that this ~ficiency 

will be improved upon with the new generating~~uipment in opera-

tion. The cozt. of oil 15 est.imated on the 'bas13 of tne present 

prices of $1.00 pe~ barrel at Monterey and $1.15 per barrel at 

Salinas. A slight reduction has been made in the company's es-

ti~ted expen3e for the maintenance of the Monterey gas pl~nt. 

Due to the character and condition of the equipment 1~talled the 

cost of keepins th1z plant in repair has in the past been necessar-

i~ high, but with the new equipment it is expected that this ex-
pense will become more reasonable, and comparable to that incurred 

in 5imilar planto. The Commission res~1zeo that the in1t1a~ ex-

pense of rehabilitating the old equip~ent will be high, but feels 

that this should not be considered as an annual charge in a general 

rate proceeding, but should be spread over several year~s operation. 

;';STr...rA.TED EXPENSES FOR 'YEA .... 'q ENDING SEPTJl!MBER 30, 1923: 

Production Expenses 
Oil 
Other Product.ion Expense 

Distribution Expense 
Commercial ~ense 
General Exl'ense 
ta.xes. 

26,000.00 
28,400.00 
11,350.00 

8,500.00 
8,900.00 

10,300.00 
Total Expence excl.of Deprecia-

tion $ 93,450.00 
11,500.00 

680.00 
~ 10'·'5,630·.:0'0 

3~.511.00 
~ 137,141.00 

DepreCiation 
Uncollectible Bills 

Total 
Fair Return (8% on Rate Ease) 

Revenue required 

It is estim&ted t~at 79,300,000 cubic feet of ga3 will 

be sold during the period in question and in order th~t the re-



qu1red revenue be collected it Will be necessary that the rates 

yield an average ~rice of $1.74 per thousand cubic feet. The 

schedules now in ef~ect will yield an average revenue for ~e 

entire territory served of appro~.tely $1.70 per thousand cubic 

feet b~$ed on the same estimate of ~ales. From <his it appears 
that some relief is needed. 

z.Qe det~il of the evidence before the Comm1saion indi-

ct!.tes in addition the desirahility of modifying the present schedules 

to distr1bute the burden more equitel,l:r bet'V'leen gas consumers in 

Sal~s and those in Monterey and Pacif1c Grove, and to install a 

schedule with blocks correspond.ing to those now in use by utilities 
sicilarly situated. 

The schedule hereinafter set forth 13 de51gned to yield 
an average revenue o~ $~.74 per thou~d cubic teet at the present 

p~ice of oil. The clause by which the rate is ~de to vary in ~ro­

portion to the ~ice of oil has been retained with some slight 
mod1f1Cc.t1ons. 

Co~st V~lleys G~s ~nd Electric Company~v1Dg applied 

to the Railroad Commission for an order revising its rates and 

Charges for gas service in Salinas, Monterey and Paoific Grove, 

~ publio hearing having been held and the matter submitted: 

The Railro~d COmmission hereby finds as a fact that the 

rates heretofore f~ed in 1te Decision Ro. 9397'should be modified 

to confor.m w1th the echedule herein set forth and that the rates 

he=ein set forth are just and re~8onable rates to be charged for 

g~s service by Coast Valleys ~&8 and Electr1c Co~. 

Basing its orcier on the faregoine; findings,of taot and. 

on the findings of faot contained in the Opinion which precedes 
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t.hi~ Order: 

IT IS HE?E:BY ORDERZD. th&.t Coa.st Valley:s eTa-a cnd 

Electric Comp~ file with the Commission within ten dny~ of the 

date of thia Order ~ the following ba.aic sched.ule of rs.tee. which 

a.re the rates to oe enareed and collected for ges service in its 

entire territory when the price pa1d for oil is ~1.75 per barrel 

or over F.O.E. Salinas or Monterey. 

Gener&l Service. Artificial Gas 

'!"erritor:y 

Rate -
Pirst 
Next 
Next 
Next 
AllOver 

Applic~ble to domestic and commerei~l serviee. 

Applicable to the incorporated cit1es ot Monterey. 
P~c1f1c Grove nne!. Sa.11na.s, :::.nd. adj~cent ·c~r1."1 tory 
th.ereto. 

500 cubic feet or less per meter per month .• $l.lO 
2500 cubic feet per meter per month •• $2.00 per M.Cu.Ft. 
5000 cubic feet per ~eter per month •• 1.65 per M.Ctt.Ft. 
7000 cubic feet per meter per month •• 1.45 per M.Cu.Ft. 

15000 cubic feet per. meter per month •• 1.25 per M.Cu.Ft. 

The above ~ates are subject to decrease on the 
be-sis of :5 cents per 1000 eubic f'eet for ee.ch 
10 cent decrease in the price of oil below $1.75 
per b~rrel F.O.B. Salinas or Monterey upon order 
of the Railroa.d Commisoion of the Sta.te orr Cal:f.:f-
ornis. Change to be to the nearest one cent per 
1000 cubic feet. '" .... ', 

~ .. ,.... ..tr 

- ... ---'-. 

1. The schedule ~bove in hereby reduced 22 cento per 1000 

cubic feet effective for ell regular meter readings taken in the 

cities of Monterey and Pacifio Grove and adjacent territory on 

and. e .. fter the fifteenth ds.y of .D~c~;:iI:>~.r. 1922. 

2. The schedule above is hereby reduced 18 cents per 1000 

cubic :t'eet e rrective for all r egulo.r meter rea.dings te.ken in the 
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city o!', Salinas and. 0. dj nc p.n t terri tory on a.nd a.ft er tb. e 

fifteenth day of De~embcr, 1922. 

3. In case of ~ reduction in the price paid for oil, 

Co~st V~lleY3 G~3 and ~lectric Company aaall file within ten 

deys thereafter an affidavit setting forth the new price paid 

for, oil and shall thereafter, upon supplemental order of the 

Co:nn1ssion in this proceeding, charge the reduced ra.tes as 

determined under the schedules herein set forth. 

4. Should at any time an increase in the price paid for 

oil occur, Coast Valleys Gas and Electric Company may, after fil-

ing affida.vit of such increase and receiving a supple~ental order 

from this COmmission 30 authorizing, ch~rge the inereased rates 

as determined ,under the sched.ules herein's'et forth, 

5. Coast Valleys Gas and ~ectric Company shall, within 

ten days of the date of this order, file with the Commassion, 

schedules of rates to comply with Sect10ne 1 ~nd 2 of this Order. 

/ r//~ , 
~ . De.ted at San Francisco, Cal.ifornb, tllis L dqy 

of~1922. 


