BEFORE TEE RAITROZD COMMISSION
OF TEE STATE 0F CALIFORNIA

SALINAS CITY, a Municipel Corporation,

Complainsnt,

vs.

COAST VAIIEYS GAS AND EIRCTRIC COVRARY,
a Cornorstion,

Case No. 495.

N N et e N M e Nt St St

Defendsnt.

TEEIEN, Comzissioner.

g envoseea [

QPINION ON APPLICATION OF DEFENDANT
POR REHEARING

Cogst Valleys Geas ana. Rlectric Company, defendant in ‘b."ge
above-entitled cese, has fildlherein its petition for a r_ehearing“..
In support of its petition, tme compeny cleims that the decision
herein is in error in the following matters: |

1. Thet t}ie Commission did not meke sufficient allowance
for going velue =nd the cost of rights, cepital ond organization.

2. That the rates fixed b;v the Commission will not
yield sufficient revenue, end thet under said rates the earnings
of all electric pro;oertieé of petitioner, as czlculated fdr‘v the
yesr ending July 51, 1914, will be spproximetely $15,000.00 less
tnan the cost of service for that yeerx.

3. That the rate fizxed for street ligating Ey means of
arc end incsadescent lanmps is lower. ti;an it shouwld be.

Tt is 2lso cleimed thet the Commission’s aellowanmce for.
deprecistion is considereply in excess of the smount which
vetitiomer is setting up for that purpose sad will result in a
reduetion of petitioner’s ret esrnings by spproximately 3!6;,,000,-.00"

PeT yesar.

T shall consider the poinbts raised by petitiomer in the «

order named: 1




First.- Going concern velue and all other intangible
itens mentioned by vetitioner were very carefully considered
in the decision herein. I ax ‘convi.nced_ thet nothing can be geined
by going into the matter sgein ot this time. The .'b.asis- of :retﬁrn
used by the Commission was exceedingly liberal upon the evidence
introdueced, ac is shown by the fact thet ;o‘eti'biox_ler- was a:!-.lo\wed to

eern wpon some $25,000.00 in excess the full reproduction value

new of the physicel elements of the property., notwithstending the -
fact thet the deprecisted reproducti on value or so-called™present
velue™ of the physical proverty would probably not exceed 85% ox ‘th'e
value new. |
Second.- Petitioner swports its. E:ontt_ent‘ion that the
rates fixed by the Commission are too low by ceriain arditrery
computetions wherein the besis of return is tha;t used by tre
Commission for the yeer following the e_ste.blishmenf of the

rates Tixed. In this memmer it is at once obvious that not less

then $27,000.00 smmm was included by petitioner which should heve

been exeluded in computations besed ou the‘ye‘ar ending Ju.l_y 31,
1974. I% is elso spperent thet interest on enm edditionel:
$28,000.00 should heve been figured o the eversge Investment

for o veriod of seven mouths. Iz srriving et the slleged deficit,
petitioner hes entirely disregarded the credit oX &10;_155-.55_

due tre electric department for in.{:e-r-company use of eléctr:‘n o3
erergy dwring the veriod sssumed end nas vaxen tae Oomission's
inerezsed sllowsnce for the cost of operation inste‘_aﬁ of the 2c—
tuel expenses as shown by petitioner's records. It "the fixeif 8Z=
penses end oversting expemses zre recaleulated on ‘chefba;s:‘;s of the
ectual smounts expended for the year e:dding July 31, 1914, using

tne setunal average depreciation set up By pe't;,itionerr for the two
years preceding thet time, it will e found Thet 'theglnet- ea:r:nixigs,
efter meking due ellowsnee for interest at 8% will éxceed%‘é,O_O’O‘..O(’)'.
Zowever, the walue of celculstions ox this basis is relatively small

xEels

in “nis cese, wherein the Commigsion has fixed B Ve




retes to be chsrged by petitioner for residence, 99mm33°;§I}39§,

street lighting in Selinas City slone and not in any °th§r,P°rt?9@;9?j“
the'territory_served by defendant. While itlis'true that,nigngxriféng
at the rates to be charged in Saliras, the Oommission considered the

entire investment of petitioner In propertles devoted to electric ser-

tolxa#gs_inhtgat.qom?gn;ty. It =8y be possihle that in investigations
trvolving other territory, it will be found that the Tates fixet in
this case sve sither too high or too low, and it i3 also possible thet
the Commission msy £ind £$ necassary to revise na*itioner's?powﬁr?riéis
and the‘;gtg'9pa§g§§‘to the Morterey & Eac fie Grove Railway Company .
subsidiary corporation. After a further careful review of the case, I
am oonvinced that the rates establishea for servica w;th;n the ciﬁyﬂg:
Salinaa are falr and reasonable and that there 18 no juat‘ groun& tbr

& rehearicng a8 to snch ratea. S .

- Ihird.- Eetitionsr‘a contentlion a8 to the ratea for street )
lighting imnressae me more Strongly than does any other point urged in
tke application. While neither the avidence introduced in this ~oase
nor the information.oontained in the petition Justify re-opening the i
case in order to determine the merits of‘petitioner = olaims as to ths
street lighting rate fixed by the Commission in Salinas petitloner may
w1th14 ten days from the date hereof submit additlonal information.bear—
ing on the cost of this service, end if upo;-further injestiggtion ;@
eppeers that e modiiication_should be made in the rate-establishé& byr
the Opmﬁission for this service, elther es to the form or as to tne
revenune recuired, the Commission will gladly issue a supplemental order
directing that such modifics tlon_be made. ’

Io regerd to the Commission's allowance for deprecistion, I de-
sire to sey that in meking this sllowance it was not the‘iﬁfent£mm‘_
of ‘the Commission to direct petitvioner to inc*éése the amoﬁﬁt
which is found to be adequate for replacements whlch.beeome

neces ary to properly and efficiently operste its




properties. It is the duty of & public uti;ity tg,kqep ;§$_J_‘
opereting property in the highest stete of efficiqncy_cqnsistent’
with economicel qperatioéggd with duel:egard‘tq‘theﬂépg;gcﬁér_Qf‘
the service supplied by 1t. Tkis is accompiispe& by proper;e#;
penditufes for maintensnce or current repaira-aﬂd by'such.fe- 
placements as may become necessary from time to time. To pro—ﬁ
vide for the latter it is essential thqt & °ufficient debreciation
reserve shell be mainteined af 21l times.  EHowever, thercommissipn
it not ireclined to create any undue burigns upon any.publ;é_nti;ity
by recuiring that o depreciation reserve, lerger then that.which
experience hes proven sdequate, be set wp. It may,be_that'ipl

this caée‘the emount allowed by the Commiseion is more than iél
necessary. The GommiS°1on was anxious to allow an emoumt -
sufficiently high for this item. It defendant is conv1nce& that
the amouﬁts at present being set up by 1t for\depxgcigtion,g;g

sufficie;t, @efendant mey continue to set aside.theséAa@oﬁQt§;

though less then those allowed in the Commission'e éom@uﬁ&tioﬁs,

until the further order of the Commission. _

ifter cereful consideration I‘can‘f;nd‘nq reasqp;‘
at this time, for a chenge in the order heretofbre ma&e'in this‘
case. I recomuend thet the applicetion be denied wlth the undar-
stending thet in the event that further inveetigation‘warrants &
change in the rates fized for street lighting, a supplemental
order may be nade directing such modification.: If atter trial‘
fo: & ressonzble time, say a year, de*endant finds that the rates
prescribed_are not just end reasonable defendant may make appli—
cation to the Commission for & modification thereof.

ORDER.

Defendent in the above entitled case heving £iled
its petition for reheering and careful considerationm heving
been given thereto end the Commission finding thet there

exists no just ground for = rehearing"iﬁ;thiS-casa,

L




~

IT IS ERREBY ORDERED That sa2id petition be and the same is
herevy denied.

Tee foregoing opinion and crder are hereby approved and
ordered filed as the opinion and order of the Railroad Commission
of the State of Califcrnia.

. ) . . éaL L )

Dated at San Francisco, California this - da yof October,

1914.

“ -

- Commissioners.




