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:Decision No •. __ 

If1' :-mnf;'n~n n n • I ! / U) J I i I U , \ : I I: I • 

W; ~"}l U luJ u u'~ffo~Ll 
BEPOP.E ZEE ?~ILAOAD COmuSSION 

OF Z83 ST.A~ OF CALIFORL"TU. 

---000---

A. -;;. ROEWEGE, as MarOl" of ~he 01 t:7 
o~ Petaluma, an incorporated muni­

) 
) 
) 
) 
) 

oipalit r, 
C·o:np1a1na:c.t, 

vs. 

PACIFIC GAS AND ELECmC OO:z?ANY, a. 
oorpol"tlot1on, 

DefondQ.llt. 

MAX :aOSEN':B'!RG, et $l.., 
Complainants, 

. va. 

PACIFIC c;.A.S A..'1f.D ELECTRIC COl~ANY, a 
cOl"por at10n, 

Do fend.ant • 

) Case No. 764. 
) 
) 
) 
) 

) 
) 
) 
) Cssa No. 935 • 
) 
) 
) 
) 

In the Matter of the A~~11ca.tion o! ) 
PACIFIC GAS AND ELECTRIC COMPANY, a ) 
oorporation, for a general dete:mina.- ) 
tion of end a.djustment of ra.tee to be ) 
eherged by applie~t for gas ~pp11ed ) 
to the incorporated. towns of S$llt~ ) 
Rosa, Petaluma and. Sebastopol, and. the ) 
inhabitants thereof, the uninoorporated) App11ca~ion NO. 2419. 
town of Cotati, and the iIlhs.'b1 tents ) 
t~ereof; and to tAe territory oontigu- ) 
oua to its gse distribution ma1n running ) 
from its Santa Roa~ gas plant to Peta- ) 
1'tllll.8. and to Sebastopol, and the consumers) 
su~~11ed. therofrom; and for a. conso11- ) 
dation with thiS application of Ca.se ) 
10. 935. ) 

C. P. Hall for City of ~eteJ.'t/lll8.. 
L. R. Lsn:l'bort for ~ Rosenberg. 
C. p. Cutten for Ps.eif1c c;.ss and 

Electric Company. 

~IN, Commissioner. 
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OPINION • ..... __ ....... -- ... 

Tho cO::lp1!l.1nt in Cas~ No. 764 "mlZ f1led by !.tt". A. r:. 
Rorwege,as ~~yor of the City of Petslums,on bebslf of said C1t,y 

of Pete.l'tlma and its i%lhabita.nts aga.inst the ~a.ei:fic Gas and 

Electric Comp~~ Aoreinafter roferred to ~s the Comp~, alleg­

ing that the rates for gas furnished to ssid city and its in­

habitants are exoessivo and "ll%l.ros.sone.'ble. ~e a:c.$Wo:r of the 

defend~t denies the material allogations 1n the compls1nt. Eosr-

1ngs were held 1n this esse snd evidence was submitted b~ the 

interested parties and the Commission's Engineering ]opartment. 

z.b.e es.ze was submitted on Js:tJ:aJJ:r:Y 5, 1916-. FollOWing the sub­

miss10n and prior to an order in thiS esse, complaint was filed 
reSidents of . 

'by /the. City of Sa:c.t8. Rose. against tho rates, and as the gas 

sttpp1ied to the two towns is Foduced a.t the seme plant and the 

op~ration of tho two districts ~e so closely relsted, the Com­

mission issued an order sotting aside tho submission of the 

esse and. consolide.ti:og it with Case :No. 935- and Application 

No. 2419. 

~e oompla.int 1n Csse No. 935 was filed by Max Eosen­

berg and thirty-one other persons of the City of Santa Eos$ 

sga1nst the Company. ¢o:lpls.~n"ng, in effect, tha.t the rates ~or 

ga.s furniz'b.eo. to the complainants in the 'City of Santa. Rose. s%o 

unjust a.nd unres.so:l~ble. In this caso elso the defenda.:c.t denies 

t'h~t the rs.tos. or ~y of them, are unjust and. unreasona.ble. 

Follovr.l.ne the :tirst hearing in thiS case, the defendentasked 

per~ss1on to ~nd its plea.dings to request that the Eai1rosd 

Co:Qission fix ra.tes for the ontiro territor~ sorved. by its 

s:y'ZtO:l su:pply1ng Senta. EosEl. and Pete.luma a.nd rursJ. territo%7. 
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A~plication No. 2419 was filed b~ the Cocpsny on 

July 13, 1916, and requoeted the Ea1lroad Commission to make 

~ general detormination ana adjuzt~nt of tho rates to be 

charged b~ it for gas $up~11ed to the Towns o~ Santa Eoee, 

.?etaluma., Sebastopol snd Cotati, ana. the 1nhab1 te.nts of said 

towns s.nd to all COll$'Ilmer$ sup:p11ed. with gas by applicant in 

rural territory betwe~n the various cities. 

By stipulation of the parties the three mattore 

were consolidated for ho~ing and deciSion, and it was fur­

ther etipulated that evidence ~reviousl~ introduced. in the 

Petaluma Case (No. 764) was to be considered as part of the 

evidenoe in the consolidated oases. Additional testimony and. 

evidence covering tho question of capital, operstiDg stat1st1c8 

and expenses and reasonableness of the r~tes were 1ntroduced 

by tho parties and the Commission'S Gsa and Electric ]opsrt~ont. 

z.ne production and distribution of artificial gsa 

for lighting purposes in Santa Rosa datos back to lS7Zwhen 

high grade gasoline ga.s w~a :leni:1.£actured. From tb.at d.s.te un­

til 1902, many changes were made in the plant and :llethod of 

gs.e ma:o:u!acture and. several changes in the :::la.nagemant occ'Orred. 

In 1901 Pacific Lighttag Corporation, later known as the Cen­

tral Gas & Electric Co~pany, took over the Santa ~osa prop­

ertiez, end. the folloWing ;year a. trsnam1eaion ma1l'l. was 1a:1.d 

to P~taJ.mna.t thus joining the tVo"O systems. .A.bout the ss.c.e 

time the Ccmpany commenced the manufacture of oil gas in place 

of coal gas. 
The gas buzineSS in ~etsl~ dateS still fUrther 

be.ek. to 1862, but apparently was carried. on with little 

success. After many c~anges in management, it was taken over 

b~ the California Gas & Electrio Corpor'ation in 190q, ana 
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later, in 1906, was eonsolida.te~ with the Comp~ e.t Ss:c.ta. 

Eosa and several other utilities, forming tho Pacific Gas 

a.nd Electric Co::pany. :RolloWing the ~o1nt operation ~f the 

Petaluma and Santa Eosa. systems in 1902, the Petaluma pro­

d.uction plant was s.bsne.oned 8Jld the Sa.nta. AOSS. plsnt e%1ls.rgod. 

The growth 0 f the system and the 'business ha.$ been 

steady since the consolidation; tho plant output has increased 

from 15,000,000 cubic feet in 1902 to over llO,OOO,OOO eub1e 

feet in 1915. Eeeorde o! tho Company show the following 1n­

cresses in capital, expensos, etc., from 1907 to 1915 tor the 

entire systo~, including in addition to the two main eitios 

of Potalttma a.nd Sante. ~osaJ tho town of Sebastopo~ which waz 

served in 1910 for tho first time. 

PETAI.'O'MA A].1J) SANTA. ROSA 

GAS DISTRICTS . 
Co.pi tal, Expense and Sta.tisties 

Compnny's Ro,port 

1907 - 1915 -
Capital oe.sod. on .r.G.White & Co.Valuation $264,120.92 $466,094.20 

Gross Revenue. • • • • • • • • • • • • •• 50,670.82 
Exp~nse not including insurance. • • • •• 4&,146.~ 

Net for Interest. Depreeiation and 
InZ'Crsnce. • • • • • • • • • • 

NtUnoer o~ ConS'llmar$ Deeember 31st. • • • • 

4,524.59 

1973 

106,941.40 . 
74,ol4.53 

$ 32,320.87 

3757 

From the above :figares it appears tha.t e. consid.era'ble 

.grorih bAs ooet:rred in the Comp~'S bUSiness, but, s.eoord1ng 

to the Com~sny's exhibits, the 'buzinees has not been re~er8-

tivo. In fact in 1915 when the .number of consumers bad reached 



3757, the net ret'tlrn on the veJ.ue claimed was o:c.l:r 6.95 per 

cent for interest, deprecia.tion and insurance. 

A genoreJ.. cons1d,ora.tion of the size and business of 

this system would lead one to conclude that the Comp~ should 

be earning a. very res.sODAble profit on its invast::wnt. as the 

ra.tes sre e.e high s.s the s.versge for pla.nt$ of similar size 

"llo. the consumera per mile of me.1ns a.bout the a'V'erage. 

faa present system serving tho towns of Petsluma r 

Sant4 Eosa and Sobastopol conc1sts of an oil ga.s generating 

plant located in Santa. Eosa. from Which gas is distributee. a.t 

low pressure in that city. A high ~re:3uro tr~em1s31on ~ 

extends !rom Santa ~o8a to Petaluma, a distance of approx1~ 

mately 18 miles and another line from Santa Foose. to Sebastopol. 

Gas is distriouted along the two transmission lines a.t h1gh 

pressure and a medium high pressure distribution system 18 

installed in Petaluma. 

A slightly greater number of consumers are located 

in the Santa. Rosa. District,Wh1ch includes Sebestopol, than ~ 

the Petaluma. District, but the saleS are practieall:r 0qa8l in 

the two districts due to the larger use of gas in the Peta­

luma. District for the opera.tion of brooders and incubators. 

n:.e me.tl.e.gement and opero.tion is divid.ed into two distriots 

both being part of the Pacific Gas and ~lactric Compsnr'B 

system ~d in both gas and electric service is rendered, from 

which it would. e.J?J?aar that econoICY should. re3ult from the 

joint opers.t1on. 
At the time the two systems were ,jOined, the larger 

part of the busina za wa.s in Sants Eoea and. the plant wsa 

a.ppe.rentlY loca.ted. in that town as 0. result, oil being d.e­

livered at ?otal~a b~ bargos and tr~sJ?orted to Ssnta ?osa 

in ta:ok ears. Were the joint e:rstom to be constructed toda:r, 
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un~est1onabl~ the logical locatinn for the production plant 

would be J?etaJ.um.s., as this loce.tion woiUd. result 1n e. saVing 

in excese of $2,500.00 per year on freight chargee alone. 

Thether at this time, a du~l~a.tion of production fe.ei11 ties 

for the Petaluma District would be justifiable, is, hO"-ever, 

at least quostionable. 

Mr. E. S. :Bryant, Assistant Engineer o~ the Gas 

and Eleotric Department of the Railroad COmmis8ion, submitted 

an estimate of the h1ctoriesl reproduction eost new of these 

entire gas properties usod in serving the oombined districts. 

In the follo\"11Dg ta.ble is inoluded So snmms.ry of tilia vaJ.us.tio1'1 

together With a comparative reproduction estimate submitted b~ 

the Comps:c.y t baaed upon the :J. G. Wh1 te & Co:Pe.n7 s.ppr s.1e&1. o'l 

December 31, 1911, plus net additions and betterment: to date. 

COMPARISON OF VALUATION. 

R1etoricsJ. 
Eeprod.Cost. 
E .5.. :Bryant. 

5-3l-16 

Landed Capital •••••• $ 13,257.00 
Production. • • • • • •• 129,07Z.00 
~ansmiszion • • • • • •• 68,202.00 
Distribution • • • • • • • 

Ma1ns 123 f 334.00 
Servioes, Meters and 

Regulators 99,033.00 
, ,i::;rXaja ..... -.- ..... ' . ... • • • • • • 

Stores and S~pliee.. • 
General. • • • • • • • 
Conctruetion ~ork done 

not segregated • • 
Total not including 

VTork1ng eap1 tal. • 

• • 
• • 
but 

5,599.00 
7,353.00 

. . -----
•• $ 445,881.00 

6. 

J.~G. White &'Co. 
plus Additions 
and ~ttermel'lt8. 

12-31-15 

$ J.5~750.00 
l3J.,702.GO 

60,855.42 

128".743.01 

99 f '784.05, 

"I'" 6,310..84 
7,951.13 

21.307.99 

:$472,41l.04 



The main differonces in the two ~sluat1one ere due to 

the lower overilead used b:v :rt.r. Br:vant e.:ld to tha fa.ct thAt the 

J. G. Vfhite & Compsn:v a~praissl includod p~v1ng over mains not 

1'0.10. for b~ the Co=:pa,n:v a.t tho time of the appra.isal. ~e testi­

morlY shows tha.t Mr. Br:vant' S ~:llus.tion of ::na.1ns should "00 in­

creased a.pproXimately ~~950 .00 to correct the price of ca.et iron 

ms.ins used. . 
Evidence was introduced by the Comp~ to the ·effect 

tha.t the a.:nounts allowod by Y'a-. Bryant for oasuslty insurance 

were less then thooo based upon present rates. but nothing was 

introduced to the effect th$t the Comp~ had in the past ex­

pended an:v such percentages a.s testified to. and considering 

the entire Gv1dence I believe the overhea.d percentage sllowed 

. by Mr. :BrYa:lt to be suffiCient in eetims.ting the h1storicsl 

reproduction cost. 

The Co:npany introd.uced sta.tements o-t oper8.ti~ ex­

penses and statistics of tho entiro district for the years 
" 

1913 to 1915, :inclusive. Similar data was intl'oduced for the 

two districts separately but it wac impossible to directly 

segrega.te e~ensos between incorpora.ted snd unincorpora.ted 

territory. 

Mr. L. S. Eeaa.,-, ASSistant Enginoer of the G~ end 

Slectric Department o~ the a~1lroad Commission, submitted a 

genera.l analysiS of the oporatiDS erponses and sta.tistics re­

ported by the Com~an~ together with a'co~arieon of these ex­

penses with the opera.tione of the gaz plant a.t !>omona., California.. 

While it is true, that identical opera.ting cond1tio~ were not 

shown, still the ~denoe showed sufficient sim11arit:v of con-
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d1 tiona to maJce tho two condi tiona fe.1rly comparable. Tho two 

plants have ;practically the sa:no ll'Wllber of OO%leU1llerS, miles of 

mains, type o~ s;rstem and toto.!. sale s. This ane.lys1S shows 

that t~e total oporating exp~nses ;per 1,000 cubic feet sold for 

1915 were approximately $1.1l in tho S~ta ~o$a D1otr1ct as com­

pared With 75 cents tor the Po~ona ~1etriet, oil being estimated 

in each ease at 90 cents per barrel. 

~e unit costs of operation of the Santa Eosa. system 

appear a~prox1matol~ 50 per cent in exceSS of those at Pomona. 

The percentage of unaccounted for gas was OVer 35 po~ cent 1n 

Santa Rosa. a.a sgaillZt 10 per cent a.t Pomona. 

Mr. Beady r:lJld.e an estimate of' the probable sales 

for the year 1917 and estimates of the rea.sonable economical 

oporati:og output, 'llnS.ccounted for gae, a.nd expenses based. upon 

his analY31S of the two comp.lrative s~temz. His est~te for 

1917 ot operating expenses based upon the reasonable operation 

of tho plant wsz 64 oents per thousand cubic feet sold. In 

view of the evidence sa to the increase in the cost o! 011, it 

3eems that $1.06 per barrel should bo adopte~ as the proba.ble 

cost, instead of 90 cente ~er barrel as est1=ated. ~ith this 

correotion, the operating expenses should not exceed 90 eents 

per thousand foet of gee sold. 

While the CO!llPs.:ll7' s earnings ha.ve 'tU1doubtedly been 

small , its ~·ml e:tb.1 b1 ts 1nd1cn.ti!l.g earni~s of but two or 

three ~er cent during the pa.st ten years, still, I think the 

eVidence justified ~~. Ready's conclusion, as testified to 

by him, tha.t ef:!1cienoy and econo~ havo not been practiced 

to th~t degree that wo~ld absolve the C~!llPsny !rom responsi­

bility for such cmall earnings. One fact strongly tending 
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to support this view is the tlnUSU3l1:-; e.:c.d apl'a.x:entl:v tu:l.res.son­

a.b1:-; high :percentage of unaccounted for gas, totalling 35 per 

oent of production in 1915. 

~e Com:p~ 1ntro,d.uced. testimony to tho o:f!oct tbAt 

:peculiar and disadvantageous soil conditions are present in 

the ~etslttma territory, and this is undoubtedl~ the fact, to 

":'ihich consid.era.tion has been g1 ven. I s.m not persuaded, how­

ever, that even With such soil conditions th~t the amount of 

unaccounted for gas could not be mstor1sl1~ reduced. 

The fa.et that the Compe.n~ has expended during the 

past for operation the amottnts repo~ted, is· not oone~usive 

ths.t such expenditures are reasonable and should have been 

::w.de 'CJlder economic s..nd efficient operation; and. logicsll.:r 

it follows that 'even though such Gxpenclit'Ores waX's ma.d.e, 'but 

~ere not Wisely, econOm1call~ and efficiently made, that 

there should not be added to such operating e~enses the 

acount of earnings necessary to produce a reasonablo return 

upon the investment. 

It appears from the estimated op~rating expenses 

testified. to by Mr. ;080.1, and. the valuation made by Mr. 

:Bryant, increased. for not a.d.di tions end. bettermonts :plus 

the usUElJ. amount of working c801'i tal allowed b~ thiS Com:-~'. J 

mission, the COr.:lpa.ny Will earn during 1917' a.1'proXime.tel:r 

8.4 por cent for intoX'est ana dopreciation on tho entire 

district • With deduction o! depreciation, which 'by reSZ·on 

of soil conditions aieasdy re!orrod to, will be in exoess 

of the ~ount of d~preci8otio~ w~ieh would otherwise be 

a.dtlCluate, on earning of less 'tha.n siX per cent will result. 



T'.c.e net eo.rn1ngs upon s. :pl"oportioIl$.l ee.pi tal ehsrge­

~'b1e to the 01 ty of Sante. Eos!l., 'based. upon tho saJ.es to that 

c1~Y !l.Zla. on the same "oasis of opcrs.tion~ would "co ap;prox1mB.tel:y 

S per cent if tho ratee charged by tho ~~c1fie Gas and Eleotric 

Co::pany in Vallejo and San RsftJ.el are applied. These rates 

result in an s.v$X'o.ge return per thousand cubic feot sold, prac­

tically tho same as now received by the Coo~any. 

Tho present rates for gas in this district aro sa 

follows: 

SCHEDULE NO. 12 and 20. 

Light, Heat and Power Service. 

EA~ 

On tho basis of monthly oonsumption per motor. 

$1.50 pOl" 1000 cubic feet if the consumption is lees thsn 
10,000 cu.ft. . 

1.25 ~er 1000 cubic feet if the eon$~ption equals or 
.~ exoeeds 10,000 cu.ft. but is lese 

than 15,000 cu.ft. 
1.00 per 1000 cubic feet if tho co=zumption equals or 

exooeds 15,000 ou.ft. 

Minimum Monthly Cha.rge 50 oents :per Motor. 

SCHEDULE NO. 13 and 21. 

Optional Sohedule for 

Incubator and Erooder Service. 

EA1!E 

On the basis a! monthly con$~tion pOl" meter. 

~~.50 per 1000 cu"oic feet if tho consumption 13 less than 
, 6,000 ou.ft. 
l.OO par 1000 oubic feet if tho consumption equals or 

oxceeds 6,000 en.ft. 

M1n1mnm ~onthl~ Charge 50 cents per ~ter. 

10. 
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~is: .:form. of ra.to ~hich a.:p:!?a.rentl~ ci.larges more for 

9,000 cubic toet con~tion than for 10,000 tor do~est1c con­

sumers does not equita.bly apportion tho charges and 1$ incon­

sistont with the general rates applied by gas utilities. 

The Co:.pany has placed. 1n effect the folloWing rates 

in a. :o:c.m.ber of its' d.istricts, which rates more uniformly appor­

tion the charge and should. enco'tlre.ge greater use b:,v the ls::ger 

consumers aJ. though it fe.11s to bene fi t the a.verage consumer. 

SCEEDU'LE NO. 31. 

Light, Hea.t and. Power Servioe. ' 

On the basis of monthlr consumption ot gas per motor. 

$l.SO per ~OOO cubic feet for the first 5,000 cubio feet. 
1.00 ~ 1000 ~ "W W next 5,000 ~ w 

.80 ~ 1000 W W W all over 10,000 W ~ 

Minimu:n l~onthly Char go 50 cont3 per Meter. 

a a.ns.lyeiS of the se.le e to the various brood.er and 

incubator consumers shows that in several inst~ees tho abo~ 

rate Will result in a reduction in their present rates but 

tha.t tor the ~jority of the emallor usors a. definite 1nerease 

Will ros'O.l. t. 

It a.ppears advisable, conzidering the development 

of this bU31neee or the specific ra.te now in effect for this 

class of service, that it should be continued as an optional 

sohedulo for incubator and brooder service. Tbe zpee1f1e ruling 

sho'tlld 00 made, however, that tho ma.xitl):wn bill to be rondered 

for monthly consumptions of less than 6000 cubic :toet should 

be $6.00. 

11. i 
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It would appee= from tho f~t tha.t the ratG8 in effect 

in these districts are as high as, and in some cases higher th.!m 

ratee on s1m11sr systems in the Sta.te, and that the s$le3 1:c. 

the city of Se.nta. :Ross. ane. ~et8luma. for domestic and gener81. 

co~ercial eervico are below the a.verage throughout the stata, 

that the present rates are as high as tho ze~ee 13 worth, 

or OVen higher than Will result, in the greatest salos and re­

turn. I believe th$t the rates provided in the proposed 

sehed.~o includ.ed in the order in this oa.se are just and. 

res.sona.'ble and that the Company must obtain ineres.sed reVenue 

by an inoreaSe in its sales. 

I zubmit tho following form of order: 

ORDER. 
--~ ---

Publie hearings having been held ~ the above 

entitled proceedings, and said prooeedings having been 

regularly su'bmi tted and being now readJ" for decision, the 

Ee.1lroad Commission of the State of C·eJ.:i!'orn1a. hereby ma:ltes 

the folloWing findings of fa.ct: 

1. ~e :Railroad Commission finds that the 

rates for, the service of gas of the Pacifio ~a3 and 

Electric C·ompa:c.y in the terri tory known as the :Peta-; 

1't1:lA and. Santa. Rosa. districts s.ro unjust and 'OXlre8.&on­

able in so far as they differ fro~ t~G rates herein, 

established. 

Basing ito order on tho foregoing findings of 

:fact, and on es.ch sta.tecent of feot conta.1ned in the 
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o~inion preceding thiS order, 

I ~ IS BZ~BY O:aDE:'~D .AS FOLLOWS: 

Ps.eifio Gas and Eleotric Comp~ is hereby. 

ordered to establish and file With the Eailroad Com­

~ss1on of the state of California on or before Febru­

ary 10, 1917, the following rates for gas serVice o~ 

tAO same standard of que.J.i ty noVl sup1=lliad and for which 

it has held itself out as suppl~ng in the territo~ 

kl:I.own as the Sen ta. Roea end. Pet·aJ:o.ma. d1stri ots, vtb.1eh 

rates are fotold to be just and reaso:c.s.ble rates: 

scttDULE A. 

Light, Hea.t and Power SerVioe. 

On the basis of monthly consumption of ga.s per ~ter. 

$1.50 pe,r 1000 cubiC feet for the first 
1.00 ~ 1000" """ next 

5,000 cubic foot. 
5,000 " " 

.So ~ 1000" "" allover 10,000 no " 

Min1nm.m Monthly Charge 50 cents per meter. 
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SCF.E:DU'LE B. 

Optional Sohedule for 

Incubator and Brooder Service. 

On the basis of monthll" consumption per I!letor. 

$l.50 per 1000 cubic feet if the consumption is less than 
6,000 ou.fi. 

1.00 per 1000 cubic feet if tho eons~tion e~usls or 
excoeds 6,000 cu.ft. 

L!1n1m:am Monthly Ch~ge 50 conts per !!otor. 

!1Ia:d.mum. Chsrge for 6,000 cu.:ft. or less 
per month $6.00~ 

~e foregoing opinion and order are hereb~ approved 

and ordered filed as the opinion and order of the Railroad Com-

mission 0 f the Stato of Californie.. " '-) 

Dated at San Francisco, Cel1fornitl., this 2:0 ~ 

Commissioners. 
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