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Decision No.

BEFORE THE RaILR0AD COMMISSION
OF THS STATE OF CALIFORNIA.
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Ae W. EORWEGE, as Mayor of <he City
oL Petaluma, ar incorporated munle-
¢ipality,

Complainant,

T3 Caso No. 764,
PACIPIC GAS AND ELECTRIC COLPANY, &

ecornoration,
Defondant.

MAX ROSENBIRG, et al.,
Compleainants,

Ve

PACIPIC GAS AND ELECTIRIC COMPANY, 2
corporation,

Cage No. 935.

Dofendant.

In the Matter of the Application of
PACIFIC GAS AND ELECTRIC COMPANY, =
corporation, f£or & general determina-
tion of and adjustment of rates to be
cherged by applicant for gas supplied

to the incorporated towns of Sante

Rosa, Petaluma snd Sebastopol, and the
inhebitants thereof, the wnincorporated
tova of Cotati, and the inhabitante
thereof: and to the territory contigu-
ous to ite gas distridution main running
from it3 Senta Ro2a gas plant to0 Peta-
luma and to Sebastopol, snd the comsumers
supplied thorefrom; and for a consoli-
datiggswith this application of Case

No. -

e

Application No. 2419,

C. P. Eall for City of Petaluma.

L. Re Lambort for lax RocSenberge

C. P. Cutten for Pacific Gas and
Electric Compenye.

DEVLIN, Commissionere.




c2INION.

The complaint in Case No. 764 wasz f£iled by Mr. L. V.
Horwege ,as lMayor of the City of Petaluma,on behalf of said City
0f Peteluma and its inhabitants ageinet the Pacific Gas and
Blectric Conpsny, noreinafter roforred Vo ac the Company, alleg-
ing thet the rates for gas furnished to said city and its in-
habitants are excessive and unrossonable. The answor 0f the
defendent 8enies the material allegations in the complaint. Hear-
ings were held in this case and evidonce was submitted dy the
interested parties and the Commission’s Engineering Dopartment.
The caze was submitted on Januery 5, 1916. Following the subd- |
mﬁg@%ﬁti%gié%yior to an order im this case, complaint was £iled
by /the City of Santa Rosa ageinst the rates, and as tho gas
supprlisd to the two towns is produced at the same plant and the
opération of the two &istricts aro S0 closely related, the Com~
niesion issued an order setting aside the submission of the
caso and consolidating it with Case No. 935 and Application
Fo. 2419.

The complaint in Case No. 935 was f£iled by Mex Rosen=

berg and thirty-one other versons oL the City of Sante Rosa

againgt the Company, complaining, in effect, that the rates Zor

gas furpizhed o the complainants in the City of Santa Rose are

winst and varessonsble. In this case also the defendan; denies
that tﬁe rates, or any of them, sre unjust and Tareasonsble.

| Pollowing the £irst hesring in this case, tho defendent asked

vermission to cmend 1ts pleedings to request that the Rallroad

Cozmizsion 2£ix rates for the eatire territory served by its

systen swoplying Sents Rose and Petelume anld rural territory.




Lpplication No. 2419 was filed by tho Company on

Jely 13, 1916, and requested the Rallroad Commizsion to malke
o general determination and adjustment of the rates to e
charged by it for gas supplied to the Towns of Santa Rose,
letaluma, Sebastopol ané Cotati, and the izhabitents of said
towns and to all consumers supplied with gas by applicent in -
rural territory betweon the verious cities.

By stipwlation of the paﬁties the three matters
were consolideted £or hosring and decision, and it was fur-
ther stipulated that evidence previously introduced in the
Petaluma Case (No. 764) was to be conzidered as part of the
evidence in the consolidated cacec. Additional testimony and
ovidence covering the question of capital, oporating statlistics
ard exponses and reasonableness of the rates were introduced
by the psrties and thoe Commission's Gad and Electric Dopartmont.

The production aund distridution of artificiel gas
for lighting opurposes in Sente Rose datos back to 1872 wkexn
nigh grade gasoline gas was mexufactured. Frou that date wn-
+41 1902, meny chamges were made in the plant and method of
gas manufecture axd seversl changes in tho management occurred.
To 1901 Pacific Lightiflg Corporatior, later kmowa &3 the Con-
+pel Gas & Electric Company, took over the Sents Role prop-
erties, end the following yoar & itrausmission nein was laid
to Potaluma, thus joining the two systems. JAbout the samie
time the Compsny commenced the mexnufaciure of o0il geas in place
of coal gas.

mhe gas business in Petelume dates still Parther
vack, to 1862, but epperently was carried on with little
cuccoss. After mony changes in menagement, it wes talkon over

by the Californis Gas & Zlectric Corporation in 1900, and
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later, im 1906, was consolidsted with the Compeny at Santa
Rosa end several other utilities, forming the Pacific Gas
and Electric Coxpany. Rollowing the Joint operation of the
Petalune snd Sante Ross systems in 1902, the Detalums pro-
duection ;c;la.nt was gbandoned and the Santa Ross plant exlarged.
The growth of the system snd the dusiness ka3 deexz
steady since the consolidation; the plant output has increased
from 15,000,000 cubic Leet in 1902 to over 110,000,000 cudbic
Peot in 1915. Records of tho Corwpany show the following in-
croases in cepitel, expenses, etc., from 1907 to 915 for the
ontire systom, including in addition to the two main ¢cities

of Potsalume szd Senta Rosa, the town of Sebastopol which wé.s
sorved in 1910 for the f£irst time.

PETALUMA AND SANTA ROSA

GAS DISTRICTS

Copitsl, Bxpense and Statictics

Compant's Report

1907 1915
Capitel based on J.G.Wsite & Co.Velmation $264,120.,92 $466,094.20

GroSE POVOLTUGe « ¢ o o o o o o o o o ¢ o @ 50,670.82 106,941.40
Expense 6ot including insurence. « .« « - . 46,1.46.23 74 ,614.53

Net for Interecst, Deprociation exd . :
3'01'83.33‘ [ ] L] L] - Ll - - » [ ] L] - .$ 4,5%.59 $ 32’325.87

Noamber of c\ox'xsumors Deconmber JL8Te ¢ o o 1973 57

Trom the sbove figures it appesrs that & considerable
growth has oceurred in the Company’s buziness, dvut, aceording
o the Compsny's exhidits, the business has 10t been remweras

tivo. In feet iz 1915 whex the xumber of consumers had reached




3757, the net return on the value claimed was oxly 6.93 per
cent for interest, deprecistion and lnsurance.

A gomerel comsideration of the size and business of
this system would lesd ome to conclude that the Company shonld
be earning & vVery reasonsble profit on itz investuent, as the
rates are a8 high a9 the average for plants of ginmilar size
and the consumers per mile of meins sbout the average.

The present system serving the towns of Petaluma,
Sents Rose end Scbastopol concists of en oil ges genmersiing
plant located in Sexnts Ross from which ges is distridutel &t
low pressure ir that city. A bhigh prossure transxicsion main .
exteonds from Ssnte Eose o Potalume, & distance of approxi-
metoly 16 miles snd another line from Senta Ross to Sebastopol.
cas is distributed alomg the two transmission lines at high
pressure and & medium high pressure distridution system is

insta.lled. ir. Potaluma.

A slightly gree:tef number of consumers are loceted

in the Sants Rosa District,which includes Sebastopol, than in
+he Potalume Dictrict, but the sales are pracilcelly equal in
the two districts due to the larger use of gas in the Peta-
lume District for the operation of brooders and incubators.
The menagement and operstion is divided into two districts
both being part of the Paclfic Gos and Zleoctric Company's
gystex and in both gas and electric service is rendered, from
which it would appesr that economy showld result from the
joint operstion. |

At the time the two systems were Joined, the larger
part of the business was in Santa Rosa and the plam wes
apperently located in that town &8 2 result, oil being de-
1ivered st Potaluaa by barges and transported to Senta Zosa

in texk cars. TWere the Jjoint systom to be constructed today,
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wonestionadly the logical locatinn for the production plant
would e Petalums, a3 this locatlion wourld result in a seving
in excess of $2,500.,00 per yoar om fLreight charges aloxe.

Thother at this time, & duplication of production facilities
Lor the Potalume District would be justifieble, is, however,

at lcast gquestionable.

Mr. 2. S. Bryant, Assistant Engineer of the Gas

and Electric Department of the Reilroad Commission, submitted
an ogtimate of the historical revroduction cost new of thece

entire gas properties used in serving the combined districts.

In the following table 13 included a summery of this velustlon
together with & comparative reproduction estimate submitted by
the Company, based uwpon the J. G. White & Company eppraisal ot
Decomber 31, 1911, plus net sdditions and bettermentc to date.

COMPARISON OF VALUATION.

Bistorical Je Ge White & Co.
Reprod.Coste. plus Additions
EeSBryant. and Betterments.

5=31=16 12-31-15

Landed Capital £ 13,257.00 $ 15,750.00
mropanission . e 68,202.00 60,855.42
Distrivution . .
Mains 123,334.00 128,743.01
Services, Netexrs and '

Regulators 99,033.00 99,784.05
MICTEXXXLILKL. o o o o o Syacexs y > o~ esd
Storea and S‘applie Be ¢ o » 5 ,599 .00 6 ,316.84
Generﬂ L ] . - - - L J - - » [ ] 7 ’383 » OO 7 ’ 951 .13
Copotruction work done dut

not segregated . . . o 2% ,307.99
fotal not including
Wormg capital . o t$ 445 ,881.00 3472 ,411004




The main differonces in the two valuations are 4ue to
the lower overnoad used by lir. Bryant axnd fto the fLact that the
Je Go White & Cpmpapy appraisal included paving over z2ing 2ot
paid for by the Company at the time of the appraissl. The testi-
nony shows that Mr. Bryant's valuation of mains should bo in-
creased approximately‘$950.00 to correct the price of cast iron
mains used.

Evidence wee introduced by the Compary to the .effect
that the amounts allowod by lir. Bryant for ocasuslty insursnce
wore les3s than those based upon present rates, dut nbthing was
introdunced to the effect that the Company hed in the past ex-
pended an& such percentages as testiflied 10, and considering
the entire evidence I believe the overhead porcentage sllowed
by Mr. Brysat to be sufficient in estimating the historiceal
reproduction cost;

The Company introduced statozents of operaiing ex-
penses and statistics of the entire district for the years )
1913 to 1915, inclusive. Similar data was intwoduceld Lor the
two districte separately but it wac impossidle %o directly
gegregete expensos between incorporated and mwnimcorporsated

torritory.

Mr. L. S. Ready, Aosistant Englnoer of the Ga3 and

Tloctric Deportment 02 the Reilroad Commission, submitied a
goneral spalysis of the oporating exponses and statistics ro-
ported by the Company together with 2 comparicson of these ex-
penses with the operations of the gas plant ot Domone, California.
Thile it is true, that identical operating conditiore were xot
showa, etill the ewldence showed sufficiont similarity of con~




ditions to make the two conditionz falrly comparable. The two
plante have practically the Samo number of consumers, miles of
maing, type o2 system and total ssles. This snalycis shows

thet the total oporating exponses per 1,000 cubdbic feet sold for
1915 were approximetely $1.11 in the Santa Ross District as com~
pared with 75 conts for the Pomons District, oil being estimated
in each case at 90 conts per dbarrel,.

The unit costs of operstion of the Santa Rosa systen
appear apvroximately 50 per cent in excess of those atl Pomons.
The percentage of unaccounted for gas was over 35 vor cent in
Sante Rosa &8s sgeinst 10 per cent at Pomons.

Mr. Ready made an ostimate of the probable sales
for the year 1917 and estimates of the reasonable economical
operating output, wnaccomnted for gas, and expenses based uwpon
his analysis of the two compurative systems., Hiz estimate Zor
1917 of operating exponses based upon the reaéonable operation
02 the plent was 84 cents poer thousand cubic feet sold. In
view of the evidence a3 to the increase in thé coaf oL 011, it
scems that $1.08 ver barrel should bo adopted as the prodable
co3t, instead of 90 cents per barrel as estimated. With this
correction, the operating eozponses should not oxceod 90 cente
por thousand foet of gaz s0ld.

While the Company's eernings have wndoubtedly been
emall, 4ita own exhidbits indicating earanings of but two or
three per cent during the pesst ten yesrs, still, I think the
evidence Justified Mr. Ready's conclusion, as teatified to
by him, that efficlency and economy have uot been practiced
to thé% degree that would absolve the Company frdm regponsi-

bility for such cmell earnings. Ome fact strongly tending
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to support this view is the wmusually and gpparently wnresson-
ably higna percentage of wnaccounted for geas, totalling 35 per
cont of production iz 1915.

The Company introducod testimony to the offoct that
pocrlisr and disedventageous zoll conditions are present iz
the Petaluma territory, and this is wndoubtedly the Zfect, to
which consideration has been given. I am not vercuasled, how-
ever, that even with such s0il conditions thet the amomnt of
wnsccovnted for ges could not be materislly reduced.

The fact that the Company hes expended during the
past for operation the amounts reported, is not conclusive
that such experditures sre resasonsble and should have been
zade under economic and efficiont operation; and 1osicélly
it followe <thet evon though such oxponditures were made, but
were not wisely, economically and efficiently ma&e, that
there shouvld not bYe added to such operating expenses the

gmount of esrnings necsssary to produce a reasonablo return

upon the investment.

Tt eppears from the estimated overating oxpenses

tostified to by Mr. ZDeady, and the valuation made by Mr.
Bryent, increased for net sdditions and botterments plus
the ususl amomnt of working capitsl ellowed by this Comm:
mission, the Company will esrn during 1917 approximately
8.4 por cent for interest and dopreciation on the entire
diztrict. With deduction of deprecistion, which by reason
of so0il conditions alresdy reforrcd %o, will be in excess
of the amount of doprecistion which would otherwise be

sdqouate, an esrning of less than six per cont will result.




The net earnings upon & proportionsl cepitel charge-~

able to the city ¢f Sante Rossa, based upon the sales to thax'
¢cLvry and on the same basie of operation, would beo spproximately
8 per cext if the rates charged by the Eacific‘Gas and Electric
Cozpany in VelleJo and San Refael are applied. These ¥a¢es
result in an average return ver thousend cubic foet so0ld, prace
tically the‘same 25 now recoived by the Company.

The present rates for gas Iz this district aro

SCHEEDULE NO. 12 and 20Q.

Light, Heat and Power Service.

RATE
On the basis of monthly consumption per meter.

$1.50 por 1000 cubic feet Lf the consumption is less than
10,000 en.ft. ,

L.25 mexr 1000 cubic foot 1f the consumption egquals oY
exceads 10,000 ¢u.ft. dut is lecs
than 15, OOO cu.Lt.

1.00 per 1000 cublic feet i€ tho concumption eguals or
excoeds 15,000 cu.ft.

Minimum Monthly Cherge 50 cents per lUeter.

SCHEDULE NO. 12 and 21,
Optional Scheduwle for

Incubstor and Brooder Service.
RATE
On the basis of monthly consumption por meter.
$1.50 per 1000 cubic feet if tho consumption i3 less thaxn
6,000 cu.fv.
1.00 poer 1000 oubic foot if the consumption eguals or
oxceeds 6,000 eun.ft.

Woimum Monthly Charge 50 cents per Meter.




This Zorm of rate which gpparently cherges more Zor

9,000 cubic foet consumption than for 10,000 for domestic con-
sumers 4oos not equitably epportion the charges and 1z incon-
sistont with the gerxersl rates spplied Py gac utilities.

The Company has pleced in effoct the following rates
in & number of its districts, wkick rates more wniformly appor-
tion the charge and should emcourage grester use dy the larger
consumers although it falls to bexefit the aversge consumer.

SCEEDULE NO. 3l.

Tight, Heat and Dower Service. '
RATE

On tho basis of monthly conzuwmption of gas peoxr motox.

$1.50 per 1000 cubic feet f£or the first 5,000 cubic feet.
1.00 " 1000 "7 " ™ " pext 5,000 7 hd

L0 T 1000 T " " all over 10,000 T v
Yinimum Monthly Charge 50 conts per leter.

Lrx. snalysizs of the sales Yo the various brooder and
inecubetor consumers sShows thet in several instances the above
rate will result in & reduction in their prosent rates but
that for tre majority of the smallor users o definite increase
will recult.

It appears advisable, considering the devolopment
of this business Ey the specific rate now in offect for this
clscs of service, that it should be contimued 23 an optional
sohedule for inmcubator and brooder gervice. The 2pecific ruling
shouid bo made, kowever, that the maximum dill t0 be rendered
for monthly comsumptions of lese then 6000 cubic Zoet showld
be $6.00.




It world appesr from the fact'thax the ratoc in offect
in these districts are as high ss, and in some cases higher than
rates on similér systoms 4in the State, anéd that the sgles in
the ¢ity of Senta Rose anl Peteluma for domestic and goneral
commercial service are below the average fhroughoux the State,
that the present rates are &2 high a3 the cervice is wortk,
or oven higker than will result in the greatest sales aud re-
turn. I believe that the rates provided in the proposed
sehedulo included in the order in thiz ocase are Jjust and
reasonable end that the Company must obtain incressed rovenue
by an inerease in its sales. |

I submit the following foxrm of oxrder:

Public hearings having been held in the ebove

entitled proceedings, and saeid proceedings having been
regulerly submitied and deing now ready Lor decision, the
Reilroad Commission of the State of Celifornie hereby makes
the following findings of Loct:
1. The Railroad Commission £inds that the
rates for the service of gas of the Pacific Gaz and
wlectric Compeny in the territory lmown a2 the Peta=-
lume and Semte Rose districts are mwnjust and wnresson=
able in so far as they differ from the rates hereln

established.

Basing its order on tho foregoing £indings of

fact, ard on each statement of fact contained in the




opinion preceding this order,

IT IS HEEXEBY ORDERED 43 FOLLOWS:

Pacific Gas and Ilectric Company is hereby
ordered to establish and file witkh the Railroald Com-
migsion of the State of California on or before Febru-
ary 10, 1917, the following rates for gas sexrvice of
the same standard of quality now suppllied axnd for v_vhich
1t hes held itself out &s supplylng in the terxrritory
lmown &5 the Santa Roga and Petaluma districts, whilch

rates are fTound to be Jjust and reasonsble rates:

SCEEDULE A.

Light, Heat and Rower Service.

RATE

On the basis of monthly consumption of gas per meter.

£1.50 por 1000 cuble feet Lor the £irst 5,000 cubic foet.
1.00 "% 1000 ° o Tm w gaxt 5,000 " "
.80 ™ 1000 " m % 1] over 10,000 T *

Mindimmm Monthly Chsrge 50 conts por meter.
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SCESDULE B.
Optionsl Schedule for

Incubabor and Brooder Service.

RATZ

On the basis of monthly consumptior per meter.

$1.50 por 1000 cudic feet Lif the comsumption is less than
6,000 cu.ft.

1.00 per 1000 cubic feet 1if the consumption equals or
excoeds 6,000 cu.ft.

Uinimmm Moxthly Charge 50 cozts per Motor.

Naxdiman Charge for 6,000 ew.ft. or less
per month $6.00.

T™e foregoing opinion and order are hereby approved
end ordered filed as tho opinion and order of the Roilrosd Com-
mission of the State of Californis.

\Y
Datod &t San Franeisco, California, this 2‘_2 QG
day of January, 1917.
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Commissioners.




