
BEFORE THZ RAILRO!D COMMISSION 
OF THE STATE· OF CAI,IFORNIA. 

-000-

OIfi .AND COUNTY OF s .. ur FRANCISCO. ) 

vs. 
) 

) 

PACIFIC GAS AND ELECTEIC COMJ?,ANY, ) 

Defendant. 

Case No-. 839. 

",- ...... f'" , .............. , .. 

i ," 

Per«r V. Long, City Attorney. snd 
Robert u.. Searls, Assistant Cit:.?' Attorn~y, 

for 01 ty a.nd County of Sen Frc.nci seo·. 
C. P. Cutten for P~c1fie Gas and Eleetr1e Com-

pany; 
Garrett. \II. McEnerney, of COUD.3el. 
L. P. Lowe for Palo Alto· Gas Com.pe:a.y. 

o PIN ION'. - ... ~--- ..... 

~e iS8Ue 1n this prooeeding is the este.b11s:bment of" 

just Dlld reaao!lS.ble rates to- be charged by :Pacific Gas. snd 
,.. 

Electric Cotlp~, llerei:c.after at times roferred to as the C.~~Y. 

fo:: art1:f10'1a.l gaa sold by 1 t to the 1llhab1tan~8 of tho C1t7: ..... 

..., 

...... 
r" •• J -. .... ' ... , -' 

and CO'l2nty o·f Ssn Frs.ncisco, llereina.fter a.t timos referred to· as the 

City. 

~be complaint herein alleges, in ef~ect, that complainant 

is a mnn1c1pal corporation; ~at defendant is a California 

Corporation engaged in the bus1ness of supplying gas and electri-

city for lighting, heat~ and power purposee to the Cit::r and 
County o~ S~ ?rancisco and the inhab1tants thereof and elsewhere 

wi tb.1l1 the State of California; that. for more than th1rt::r yet;.rs 
/ . . 80 . 
/ past the Comp~ and its ~redccessors have beonLoDgsged and 

that at the ~:resent time the defendant is the only corporation 

which supplies gas for lighting and heating purposes within· the 

City and Couo.ty of San Prancisco: and the.t the defendant charges 

to. the 1nhe.bi tents of the 01 ty and Coun.ty of Se.n Francisco the 
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sum of 85 cents per 1000 cubic feet of gas, with D. min1mo.m of 

as cents per serVice per month ~d tA~t s~id rates ar& &xcesaive. 

~he petition ~s that the Railroad Commission establish j~st and 

reasonable rates to be charged or the de:tcnde.nt to the 1llhs.b1te.nts 

of the C.i ty s:nd Oc:anty o:! Sen Frallcie~ -tor the supply o~ ses 
for heating and lighting purposes. 

~c $l'J.Swer allege:! that sinCE) ;'uly l, 1915, dofends.nt 

bas been supplying gas to the inhab1 tsllts of the 01 ty and Cotmt2J 

ot San Frencisco at the following rates: 

Gas Rates 

On 'the :Ba.sis o~ Montbly Consumption Pel" Met~r·. 

85 cent.s :por 1000 cubic- feet for the first l6,500 cub1c feet. 
70 eents " " '&P f1' " '" next· 33,500· " " 6S cents '" '" '" " n: " next 100',000 ". '" -
60' o.ents " ft' '" '" '" tr next. 2.0e, OO~ " " .. 
55 cents ~ '" " " "' an over 350.000' ., '" - -. 

'.. ,. .. r. _ 

.A. m:tXl'fmnm mon:tllly charge of 85 cents for each meter 

installed must 'be pa.id etl.ch month d'\U"ing which the :now of gss 

Sot the above schedule is less than such m1ni:ttrOl'll:." 

Defendant alleges thD.t the above rates ere just. and 

reasonable and requests that the complaint be dismi$sed. 

Public hearings in tbis proceeding were held in San 

Francisco- 'on October 30th end. Novextber 20th, 1915, ;'aniJJJ.ry 8th, 

March 4th. April 22nd, May l3th, J'tIlle l2th and. 14th, July 10th, 

11th, lath, 20th, Septeob'er 5th., 6.t~ 8th, 26th, 2'Zth ella: 28th. 

Oetob-er s.th. and. 10th, 19l6, snd. Je:a:c.s:ry 30th and. 31.st, :Maroh 25th 

snd 27th, snd April 13th snd14th, 1917. 

~e parties asked and w7re granted perm12sion to file 

briefs. ~e Com;plS1nent,f e closing brief wss filed On August 1, 

19l7. !he :proceeding ha.s been suomi toted and is now read,- for 

deeis10Xt. 

fbe case has been ably and exhaustively presented by 

both parties. ne C1t,- introd.uced 58; e:r.h1b1 ts: the Compan,. 46; 
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P~lo- Alto- 'Gas Compe.ny Z; end· the :Rs.ilroeC!. C()mm1ss1on 25. pre 
p~red b~ the CommiseionTs own experts. 

During the prosree~~ the hesrings p the presiding 
CO~8Sioners made an inspection, accompanied by representatives 

of both parties, of the Companyfs entire gat generating properties 

in San Francisco. 
The sub :eet matter of this op1rdo:c. will novl be con-

sidered under the folloWing heads: 

1 .. 
U. 

111.. 
lV. v. n. 

Vll. nu. 
ll:. 

Ristor1eal.. 
~s.s statistiC's. 
Bates - past and present. 
Rat·e base. 
Rate of return. 
Matntenenee end oper~tins expenses. 
Depreciation snnU1t~. 
Service. 
Rates herein established. 

l.. 

HISTORICAL 
~e gas 'b~sine3s in San Francisco dates back for e. 

period in excess of sixty ~ee.rs. DuriIlg thic time, nine sepsrnte 

companies engaged·· in the gas business, a.ll of whieh companies 

were graauall~ merged and consolidated. 
~he first gas uti1it~ in San Francisco was known as the 

Sen Franci seo Gas Com:p8.llY p a:o.d commenced the eup:pl~ of artifioial 
gas in Fe"orua~p 1854. ~e eom:ps::::.1 was organized "07 JS1AeE; and 

Peter Donabne and their assooiates. rus oOrrtpa:rJ.Y, through suc:-

eeseive che.nges of name, consolid.ations alld mergers. lle.s· continued 

to the present time. 
In 1806, the first competitor, called the Citizens Gss 

Comp8n~, commenced op~rations. 
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wee sbsorbed by the San ~rsncisco Gas Comp~. 

In 1870, the City Gas Company entered the field, and 

in 187l, the Metropo11ts:c. Gas Co~~. ~em eom:pe.nies were both 

absorbed by the Se:o. Francisco Gas CompanY' in Al'ri1, 1873, at Qieh 

time the name was ehs.nged to San ~sncisco Gas Id.ght C'omp~. rus 
compsny enjoyed a monopoly for about ten ye~e, until the Central 

Gas Light Company comm~need ol'erationz in l882. ~he latter eo~ 

o~rnted as competitor of San FranciSCO Gas Light CompanY 

until September, 1903. undergoing in the meantime sevGX'e.l changes. 

of neme and ownership, fincl1y terminating i~ its acqUisition by 

Pacific Gae 1mprovement Company. !he latter comp~ developed 
• considerable outsid.e terri tory 'Cllder s. pooling s:rrangement with 

San FranciSCO Gas L1ght,COmp~. 

A neVi eompoti t,or, called. the Eo.ui table G~s Light COmp~" 

commeneed oper&tions in ~900, but this oomp~ was ab80rbed in 

1903, e.tter s. rate war. 
In ~901, Independent Gas and P'ower Company entered the 

field and cons~ructed an extensive system end business. ~hi8 

eompet1t.or was eliminated b:r pureb.e.se in 1903. 

In JanueX7. 1897, Sen Francisco Ga.s Light compeny was 

merged With Edison Electric Company to form the san Frencisco 

Gas end Electrie Compe.ny. :Betwe·en September 1. 1903. 8lld :No'V'e~:r 

15, 190Z, San Francisoo Cas ana Electric eompany absorbed the 

Equitable Ga.s Light Comp8n:1, the Pacific Gas Improvement Compsny 

end the Independent ,Gas and. Power COx:lP~, leaving 1 t ill complete 

control of tbe .gS,3 business 'Cnt11 1905, in Which yea:r .San Franei8C()' 
Gs,s and Coke Company, Which cOnlpe:ay h&d been selling gas at whole-

sale to the Sen Fre.ncisco Ga.s and Electric Com:pe.n:v, installed iota 

own gas distribut1ng syztem and initiated another p~r1od of com-

petition. 
In November, 190Q, Ssn Francisoo G~$ ~d Electric Com-
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pany was consolidated with th~ newly incorporated P~ci!ic Gas 
, 

and Electric Comp~, which latter comp~ first controllod the 

former comps.ny·s. capital stock and thereafter, 1n December. 1911. 

a.eq,uired its properties.. ~e San FranciscO' Coke s.nd Gs.s Comp~'Ys 

plant and businesa were entire~ destroye~ in the catastrophe- of 

April, 1906. .. but the comptl.XlY immediately rebuilt its plant under 

the name of Uetropol:t tan Light and Power COlllpa.n:r and d.eveloped 8-

cons1~erablo business in the congested portions: of San §raDCiscG. 
This l~st remaining competitor was acquired by Pacific Gas and 

~eetr1e Compan~ in December, 1911. 
Sub-sequent to December .. 1911 .. PaCific Gas and Electric 

ComPSllY' has enjoyed e. monopol~ of the gas business: in San Frene1seo. 
San Frs.nc1sc 0 has Witnessed the development. and. use ot 

three genoral proce-sse8 0.'£ gas manufactura, two; o·f which have now 

paseed :out of existence.. Coal gas was msnufacturod exelUS1vel,. 

prior to. 188S. During the latter year, Pacific Gas Improvement 

Company installed its water gas sets. Later~ San FranciecQ Gas 
Light Company installed water gas apparatus. ~ewater gas wae 

produced. by the a.ction o·f steam on 1nc:s.nde.seent e.arbon and enriched 
by the addi tiOll of oil. Up to 1901,. eoaJ. ga.s and water gasp as, 

wel~ as a. ::niXture of the two, were distributed. 
Coal ga.s beeame obsolete in 1901 and water gas WS$ 

distributed xxttt exelus1vely until 190&, when the oil gas process 
was d.eveloped. From 1905- to July, 1915. a. :n1xture of oil and wa.ter 

gas was sold. .. 
In JUly 1915~ with the installation of the new oil 

ga.s generators at the Potrero station, the manufa.cture of water 
ga.s in San Pra.neisco eeased. Subeeq,uont to July. 1915, the 
gas distributed in Sa.n Fra.ncisco has been 601ely oil gas, haVing . . -

an ~verage content of 550 3.~.U. per cubi~ foot. 
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II. 

GAS SnTISTICS. 

~s.ble 1. a.ppearing in R.a11ro.&t C:omm1.3s1on's Exh1b1t 

10. $., gives a. hiator1esJ. S'Qmmary of gas. opera.tions 1n San Frsn-

eisc;o frem 1907 to lS-1&, inclusi va,. 



10"1 a.. otnerated ll.ou",. 
Ga, ten" to ~"o04 ll.ou.r,. 

oa8 Available tor San FranoleOO 

0.. SOld San FranohOO, exo1u.alve or ~.Lteh'~ng & P.P,I.E. lI.ou.ft. 
Gaa SOld S\tee, Llgh\lng. (~,.) san PranOieoo. H.eu.h. 
Gal SOld P.P.I.B. San Frano!eOO. u.ou.n. 

1'-0\&1 Oa. Salea, San :9ranO la co • Y.ou.tt. 

aa. used. bl c~. San Fnnohoo. V.ou.t'. 

To\al cat Ao~Ount6d tor, San Frsn01eOO. Y.ou.ft. 

0&8 UnaOOOunted for. San Franoisoo. ll.ou.t'. 
068 \1naOoounhd cor, san l'ranolaoo, ~ 

011 used tor au )!anut'aoture J Banell 
on used tor Ga. l~nurao\u~ per u.ou. rt.tIlItgd. Gallon! 

A,erage l'tumber ot COntWMra .. '~ •. "" .... :t-. 
x.u,. A,ereg"e Gal 1la11ufao\ured : ~,~u.t\. 
WulBQl Day'l SeJ¥l-out ~'.cu.l~. 

Salta per CQn.u.mtr - Co;n.a81'¢lal Onlr ~:.O\l.". 
Salt. por OOn'1.ID$r - '1otal }i,ou.lt. 

7. 

, ,19Q7 

tAB* t\ 
O!S S'lA.flSflOS 

1901 1'0 1216. tHOLUSIV8 

~n .l 

1908 . - 1909 
t , 1910 

& I • I 3 651 769 & 3 447 351 & 3 569 8sl , 3 628 840 I 

i i I 81 655 I 764U - . 
I • t I a 
I 3 551 769 I 3 441 351 I 3 468 226 t 3 553 421 • 

t I • I 
I 2 461 338 I 2 705 195 i 2 a83 936 • 2 955 086 I 
I 64.901 t 76 667 78 629 t SO 989 
I I : 
I I , I 
• 2 626 239 I 2 781 652 I 2 962 565 I S 036 076 
a , I I , ~8 I 2 3S7 I !...!t9 I 3 966 I 

I I I I I 

I 2 528 467 f 2 784 239 2 965 763 I 3 040 041 I 
I C 

• 1. 023 022 I 663 112 I 622 4-63 I 613 380' 
I 28.8 19.2 16.0 I 14.4 
I t I 

I & I t I 

t • I & 
t 

I I t I 

• I , 

1911 
• 3 70\) 320 I 

8& 253 " 
t 

8 612 061 , 

3 013 932 r 
102 452 I 

I 
I 

S 116 3S4 I 

1 620 I 
I 

3 124 004 I 
I 

488 063 I 
13,5 I 

I 
'149 953 I 

8.61 I 

t 

I 

1912 19~3 1914 1916 1916 
I I 1 , I 

4 460 320 I , 966 128 • 5 ~&7 3f)6 I . 6 165 045 -, 6 66() ~ I 
104 528 , 114 3i' I 165 6'93 I 210 013 • 363" 16.1 t . 

t • I • t 

4 355 992 I 4: 924 814 I 5- 121 ~3 I I) 955 032 I {; 198 109 • 
I I I , 

3 734 636 I 4 179 621 I " 208 469 , " 633 936 , 4 4.51 706 i 

122 716 I 126 390 , 130 79' r 13" S61 I 13S 231 I 

478 t • 979 I 137 407 t 5 291 , -• t I I 

3 sa? 262 I 4 306 489 : " ~" 242 t 
4 906 204 t 4, 695 22a., 

J I , I 

4 499 I , 949 I 6 818 I _5 ~53 , 6 187 I -. , I I • 
3 861 761 , 4 311 "-'8 I " 350 060 t 4r 911 66'1 z 4, 601 415 I 

I I I t 

494 241 t 613 &76 I 771 403 t 1 043 416 696 694 , 
11.3 10.6 I 16.1 I 1'1.5 I 11.5 , 

I I I , t 

690 141 • 1 019 866 t 1 034 ()36 t 1 090 927 • 94-9 605 • 
6.38 I 8.62 • 8.21 : '1.43 • 7.1? t 

• 
I & t I 

100 213 t 106 009 * 111 925 • 112 001 I 52 114 I 69 856 I 63 204 I 68 184 , 7' S12 a 91 162 I 
, 9 731 000 a 9 419 000 I 9 7&0 000 t 9 94.2 000 & 10 1~8 000 I 12 187 000 I 13 606 000 • 14 486 000 I ).6 690 000 • 15 192 000 • 

I 16 797 000 f 20 122 000 I 22 2~ 000 • 20 071 000 t 
f t f I 

f '7 176 , 45 1$8 I 45 629 I 43 ~ I 40 62.6 I 40 970 , 41 'to? I 39 699 I 41 402 t 39 ,4,7 I 

I 4$ 419 t 46 476 I 46 673 I 4ft 62& I 41 903 t 42 317 & 4a 9'13 • 40 990 I 43 835 t 41 028 I 

I I I I 
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tABla· 1. 

GAS S'lA'(lSflOS • 

1907 fO-l~16, tHOLUSIV8 

;Pari .l 

~907 1~08 19'09 1910.. 19)1 1912 1913 1914 1911), 191& 
I I I I I • I I , , 

TOkl Gt.I a.nerated 1r.Ou",. I 3 051 769 I 3 441 351 • 3 669 S81 I 3 628 ew a 3 70<) 320. "460 320. ,,966 128 * 6 261 356 I - 6 165 045 -, 6 6&0 m a 
oal lent' ~ RedwoOd )I,ou..,'. i i· i 61 655 I 76 419 I 68 253 " 104 328 I 114 314 I 165 693 I 210 013. 363' 161 • . . _. .. .. 

• I tIl "" 
Gas available t~r San Franoteoo ' 3 651 169 I 3 441 351 J 3 4SS 226 t 3 653 421 I 3 612 067 t "355 992 I 4 824 614 I 5 121 46~ t 5 955 032 I 0 198 109 I 

a I ; ttl' I 
cae S014 S&~ FranollOO, txo1ualve Of ~.L~'lQg • P.P.I.E. N.ou.tt. I 2 461 338 I 2 105 195 * 2 S83 936 I 2 955 066, 3 013 932 t 3 734 536 t "119 621 I "208 469 " 633 9~6 t "451 706 t 
Ga. SOld S\ree\ Ligh\lng. (Ee',) San Pranoiaoo. H,CU.t1, t 6. 901 I 76 651 I 78 629 I 80 989' 102 ~2 I l~ 716 J 126 390 I 130 7~4 , 134 661 13S 231 I 
Ga. SOld P.P.I.B. San Franohoo. 1l.ou.t1. 1 I t I I I 478 I -4 979 I 137 40'1 6 29'1 I 

I t --I t I I I I 

TO~l oaa salea, San Yran61aco. V.ou.tt. • 2 526 239 I 2 781 852 , 2 962 665 , 3 036 076 3 116 384 a 3 667 262 f "306 489 " 344 242 t "906 204 t "696 22& I 
1 I , I I It. a 

Gae used bl OOlnp&l\Y. San Franohoo. V.OUt!'. 2 526 I _2 387 t !..118 I 3 966 I 1 620 I 4 499 I 4 949 a 5 816 6 353 , 6 1S7 • 
I I I • t ,t • I 

'l'~tBl oal AoOOunted tor. San Fl'aoohOO. )l.ou.tt. i 2 628 ~7 ~ 2 784 239 I 2 965 763 i 3 040 041. 3 124 004 I 3 861 151, 4 311 438' "3:)0 ()60. "~11 657 t "601 415 t 
I I C I' I a I , 

Gal una.coounttd fOr, San FranohbO. lI.ou.f'. , 1 023 022 I 663 1U 522 463 I 613 380 I 486 063: 49' 241 I 513 376' 771 403 I 1 043 416 1 696 694 I 
G4e \1DaOOOlUl\ed tor, San I1'ranoleco. '" I ta.8 19.2 16.0 I 14,4 1 13,5' 11,3 10.6 16.1 I 17.6 I 11.6 

" I I I I I , 
011 used t~r Gu l!anuf&oture. .Barreh I I I 149 953 , 890 141 1 019 866 I 1 034 035 I 1 090 927 t 949 505 • 
Ol1 used tor Gas l-{a.nl1faotuH per u.ou,rt.tIlfgd. GAllons· I I 8.61' 8.38 I &.62' 8.21: ?43 t 7.17 I 

• I ,I 

It' I I I I I 

Ayerag& lfutaber ot (}on'~J'a .-- •. :. ..• :'"t. I 62 174 t 69 656 t 63 204 I 68 184 I 74 312 I 91 152 I loo 21~ I 106 009 I 111 $26 t 112 001 I 
Dal11 ATerage Gat llauufaotur&d :~.ou.t'. , 9 7~1 ()O() t 9 419 000 I 9 780 000 , 9 9'-2 000 • lO 1~6 ()()O t 12 187 O~G I 13 606 O¢O & 14 ~6 000 • 16 &~O 000 t 15 1~2 000 I 
KullNl Day'_ 8,o1-0u\ ! ',ou.tt. " I I 16 '197 000 I 20 122 001) I 2! 233 000 , 20 071 000 I 
sa1ea per Contwoer _ ConueNlal 01111 : ~.ou.t', 4,7 1'16 t 45 198 t 45 629 a 43 340 I 40 626 • 40 970 I 41 '10'1 I $~ 699 J 41 402 I 39 74'1 t 
Sale. per COlU1¥Mr _ 1ota1 )i.ou.fi. 4S 419 I 46 -476 I 4& 673 • «628 I 41 903 I ~ 317 • 4.e 973 I ~ 980 I 43 835 • 41 028 • 

I I ' - -

7. , ~ ~; . 
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s.-r.QU. 1I"0Il Stale 01 0&.. San Fra.n~l.~o onlJ, To"l 
WtTenue pel' Consumer per Anna 
ReY.nu. J,f. OUt tt. 30id 

.Optratlng ATRtnse. - Jlaln\enano. or GtnerQ\11l8 Capital 
!rane~11.10~ capital 
Dl.\rlbu\ion Capl\al 

~tal l!alnttna.a.oe 

Expell.' - Gtl1tratlll8 E:rp&nae. OU 
a.neratlng Expenee. 8J:oluaiTe Of on. 

10ta1 Generatlng Expen", 
franaml.elon Expense 
Dl.'rlbu\lon Rx~ns. 

total ~n.I' 

'1otal Optra\11l8 Rxptnae, and l!alntenanoe 

Genexe.tlll8 E:Xj>ense. 011 - Per Y. 
Generat~1l8 Eq':t6nse. laolo.sivt ot on - Pel' Il. 
o.neraUng Expellse ,- 'l'otal pel" 1I. 

Dl,trlbu\lon Ezp$~.e per OO~8~r 

0pere.\1~ 1\IUo 

$ 

* $ 

$ 
$ 
$ 

e 
$ 
$ 

* $ :; 
fJ 

$ 

~ 

• 
~ 

_ WLI·I. 

_qAS S]'A'ISlIOS.,.. 
, ~... . ... 

~ _t9~7 TO'1916. nroiYsm , ... 
i ,-
1" PanJ1L 
~~ 
.~ ,~ 

i. 

~907 1908 1909 1910 _ 1911 1212 1913 • 1914 ____ 19,16 1916 
..... &1 -i I i I, -. . _ . ,_ . • I I , a I I 

.I 2 065 1'12 • 2 8&1 652 , 2 "7 817 2 7~~ 167 I 2 793 &02 • 3 108 ~4~ t 3 ~78 760 a 3 ,~ 667 J 4 176 ell I 3 909 590' l 
t : 39.5s. $9.~. 41.69 ~.92. 37.6& 34.10 3'.71 t 36.33 t 37.31, 3'.91 I 

• .818 • ,849 .893 .920 1 .6&8 .607 .8¢8 t .86-1 I .849 .851 
I I t I I • I I 

I I C I 56 2~2 , 65 202 I 67 600 , 55 089 I 67 766 I 

t , I t 2 4« t 3 099 I 7 762 I 1 612 a 2 615 , 
- C I • 164 '163 I 201 906 • 143 ~2 • 12,1 9&1 1!9 1~8 

; t t a I 

" ~a -'19 270 207 I 208 60' 1 178 631 I 219 499 t 
I I I I I 

t I 1 
, I 

I 
., 

C I , 606 456 674 135 703 208 I 760 037 t 166 760 I 

I 
.1 I I t a 2018 :tea 3~1 67.3 I 290 ?!U , 304. 474 I 2~ 833 I , 

I I I I I 664 6'1 
. 994 142 : 1 054 611 I 996 683 I 996 608 ; 

I j-
I J I t I • 

J . , I • 15 069 t 1'1 378 t 1.& 55a t 15 261 I 1&.60.3 I 

I 
J 

I . 660. 716 I 57~ 0$1 6§& 3-t6 1 691 093 , 613 67() I _c-- .. --
I I I a • I I t l 

a I • , .1 430 488 • 1 6BS 267 , 1 616 025 a 1 &60. &65 t 1 626-656 I 

{ t I I C 

, [: I t : 

I I , 1 653 9~7 1 800 474 c 1 783 629 1 639 496 I 1 e4S 165 
~ I I 
i 

• l3.oo 13.57 13.30 1 12.16 13.61 I , " I • I I I 

t t I I 6.66 I 6.48 6.50 • 4.94 4.29 I 

t • I I I 19.16 I 20.05 & 18.80 I 17.10 I 17.90 I 

t I I • • I I I a 

• t t 6.16 • 6.74 I 6.39 I 5.28 I 5.4$ I 

I t I , I t I I I 

I , • , ~ 63.24- I 83.42 t 47.6S • 44,05 , 47.19 • , I_u_~ ____ ' r 
, 

- ---~ I I -- -
Bon. llnOZlU, doee U,O\ lrlolu~. ~.\ tor 6U tor ~~ u •• nor tor ~ lold \0 nedwoOd 

Dl"rlO'. Ilor 11 a:iq de4~o\1~~ lI*de tl"Oll Gt~rl.Ull6 and 'l'rutmhlion llalnttnAnOt 
__ -A'Kpt~ to, \he •• ltN1l • 

• 0»tra.\1126 ~J\.I" ... reporitd 1>7 ~ on booke. 

! ~ 
r : t ,~ ; 



~e opera.t1ng expenses shown in Table I are as reported. 

on the Comp~1' e b<?oks, without SJJ.Y alteration or mod.1t1ee.t1on 

thereot'. 

III. 

~8.ble II shows the top or base rate charged per 1000 

eub1e feet of gas in non-eompet1t1v~ torritor.y in San FranoisQo 

:O:om 7e~,. 1854. to date ... 

Table II. 
GAS 'RATBS IN SAN FRANCISCO - ~OP OR BAS RA~-

1854 to 19~7. 

Period o.'! time 
~op· or base rate· Ipo&r 
1000; aub1e fe&t. 

Fe b:rus.ry ~ 1SS4 - F'ebnsry , 185& - $15·.00-:r e brtUt,X7 ,. 185-& Ms.reh, 1857 - 12.50 
Ue.rch, 185'1' lto~ember, 1857 - 10.00' 

XoV'em'b·er, 1857 J)Eioemo.er ,. 186l - 8·.00 
Doc ember, lS5J. - IBM - 6.S<> 

1864 - l.SO'7.- &.00 
1851 lSQ8; - 5.00· 
18.68 - lS7.~ - no ree·ord 
l8.7C> l873. - 4 .. 50-

"pr1~, l8'7.'3· l)o¢ember~ l.87.4 - 4 .. 00 
De 0 ember , 187.4, Rovember, lS'1'8 - 3.15-
Xovember, 1878 August, 1880' - 3-.00. 
August, 1880 Augt1.st, lSSZ - 2. .. 70 
Augttst, l882 "'uguet~ 1884 - 2..00-
LugttSt, 1SS4r - J'tme, lSS5 - 2.25-
JtrO.e, 188S - J'l4C.6, 189'5 - 2.00 ~or 

~ liBht1llg and $1 .. 7'$ for bel dur1ng 
1889., la890 and 189'2 .. 

June, l895 - .1=&, 1899 - 1. .. 7.5 !or 
lighting and $1.60: for fUel. 

June, 189~ - June, 1900 - l.50 
June-, 1900· - Juno, ·l90Z - 1.40 
J"C:tle, 1902 - Juno, 1905 - 1.30' 
June, 1903 - June, 1904 - 1 .. 20 
Jun&, 1904 June, 190& - l .. OO June, 1906- - J'tlJ.:y , 1905 - .8S 

-~ 
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(table II Cont1nuo~l 

Penod o~ time 

July,. 1908 - Jtll.y,. 
JUly, 1911. - Juy, 
JS1J. 'OJJ:r:y , 1912 - J'tlne, 
July, 19~2 - July, 
July, 19l~ - to date. 

1911 -
191Z -
1912 -
19J.3, -----.... 

~op or base rate· per 
1000 eub1e ~eet. 

$l.OO' 
.85 
.80 
."Z'5 
.85 

~e rates shown in ~able II. are the top or base rates 

charged. in non-eompet1 tiVG terri tor,r. D'aring t1mes of eompeti tion 
the rates ae:t"Q.e.l~ charged in competitive tGrr.ttory were :tre'lUentl,. 

eons1d.erab17 lower thtlJ:t the rates shown. in this table. During 

the Qonpet1t1veper1~d betwe~ 1870 snd l875, wh11& the top or 

base ra.te: was $4.,00 per 1000 eub1c f&et, the rate in eompot1 t1v~ 

tern tory was a.s low as. $1..60 per 1000 cubio tee.t.. :Be1tween June,. 

1899- ana J'ane, 1900·, while- the top o.r base rate W&8 $l.SO per 1000 

eubie feet .. ge.s was sold in Cl:l1ns.town and. o·ther eorapet1 tive terrl.-

tor.r- for as lew as 2S cents per 1000 cubic ~e~. Between Jun&,. 

~903 and .June 1904. while the to~ or base-rate was $l.20 per looo 
cubic teet, the rate in competitive territor.1 was $:1..00· per lO~ 

e'ttb:t~ feet or le.8S. 
~e first rate established b~ public author1t~wa8 the 

rate ~ $3.75- per lOCO cubie f&a:t, wh1eh was fixed by th& C1t~ under 

the Act o:f Ms.reh 4,. 1878. granting to m:tm1.e:1:p·e.li tiee haV1ng 8. 

populat1on 1n exc&ss of lOO.OOO:~ the power to fix gas rates. 
0", 

-.J ~ rate of 85 cents per looo eubio fee.t was estab11shed'by· the 

01't7 for the year eommene1ng JUly 1. 190$, 'but this rate- 11'&8 

enjoined and a. rate of $1.00 per looO cu'b10 :teet was collected 

by the~. ~e dispute was later adjust~ when the ~ompsn7 

reba.tod to ita eons'tlmera one half' the amounts in d.ispute. 
A rate of 75 cents per 1000 ~b1e feet, effective J~ 

1, 1912,. was ~:1iXe4. 'by th& City and a.ocepted by the Comp~ for 

one year. When a similar rate was fixed by the C1t~, effective 
-9- 308 



J'Ill.lr ~. ~S13, the Comp,any secured s. restra.ining order ~rom tho. 
, . 

Federal Court. Under this restrain1ng order and similar restratD-

ing orders e:a.n:a.al17 secured thereafter. the Compa.ny has 'beon snd 

is collecting a top base rate o~ 85 oents per 1000 cubic feet !or 

g.a.s sold. to tho inhs.'b1 tents of' San hane1sco. 

OrdjJJance ]Io. 3Z38, new Ser1&8, o:f the. C1 ty and C.Olmty 

of San Fre.:c.c1se.0, etf&ct1ve July 1, 1915, undertook to fix the 

marim'tlm rate to be eha.rg6tt for gas 301<1 1n San !%'a.m1sco :tor the 

year commencing July 1, 1915 a.nd ending June ZO" 1916, or llllt1J. 

rates should. have been. fixed. by the Rs.1ll"oa.d C.omc1ssi,on. ~e 

maximum rate was Gst&blished at ~5 oents per 1000; eub1c ~e&t, with 

s. :n1nimtun o~ 50 cents per meter per month. n.e Comps.:c.y secured 

J & re:atrain1ng o.rder trom the :J!'ederel. court~ aga.1nat the enforce-

ment o~ this rate. 

On J.ugn8t 8, 1915. the Railroad C-om:::x1.ea1on secured. 

jurtsdiot1on over gas rates in Sa.n Fre.%lCisco. The Jla11:roa~ 

C:ocm1ss1on thereup¢n directed. PaCific Gas e.:c.d. Bloctr1c Comp~ 

to file its rates tor gas sold in san Francisco. Tho rate8 a8 

thus tiled proVided for a minimum mon~ Charge ~~ 65, cents 

per meter. ~he Commieeion thereupon drew. the attention o~ Paei~1~ 

Gs.s and Electrie Comp8rlS to the fe.ct th&.t this m1n1 m'Cm was. in 

excoss o~ the SO cent minim'tlm. whioh was in effect Sot the, time. 
~ the eonsti~t1onal amendment providing tor the exercise b7'tho 

Railroad Commission of jurisdict10n over ~ub11e utility rates 

within a.U the cities of th& Stat,e beoame et~ective. Th~ eomp~ 

the::'cupon tiled a. new ra.te ached:cJ.& cont&1:o.1ng the reduc&4. m.1n1-

mm, which schedule c.onte.1ns the rates. whi¢h are actually b,e1ng 

c.ha.rged by the Compan7 for gas sold. to the 1:ahabi tanta o~ th& 

Cit's sn~ Co'tmty- o'f San :s"raneieco. ~ie aehed:a.lc eonsti tutea 
Pacific-. Gas and. Electric Company"s Sehed"O.le .No. 30: for l:tght, 

heat and power servico, 1s applica.ble. in the, City of San FrsncisOQ;. 

-lO- r ...... , .. -.. 
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and reads as follows: ',. 

Ga.:! Rs. te s. 

On the bas12 of the monthl7 consumption per meter. 
as cents per 1000- cubic teet for the first 15.500 eub1¢, foet. 
'l'O ~ '" '" " "' " ... next . 33. .. 500 ft " 65 " .,.. " " " "' ... next 100.000· "' "' 
60 " " fI' '" ... " '" . next 200.000- " " 55 " " "" ~ "" ,. an. ova::- 350,000 .,.. '" 

Rule Coneerning Metor Rent. 

A rental charge of 50 cents per month will 'be made for 
eaeh gas meter of lO-11ght size and under, ~d ~l.OO p~r month 
for eaCh meter larger t~ lO-light size. These charges W111 cover 
~ usage o.f gaa that figures an equal or leas ~ount than tho 
respectiV$ meter rental. ~o r~ntal Will bo chargod when the. charge 
tor gas used exoeeds the' ron.tSl~-a::ount. 

heads:: 

IV. 

:his subject will be considered under the follow~g 

1. Original eo·st. 
2. Jonea' ve.luatio~. 
3. Reproduetion cost le$3 depreciation. 
4. Working capital. 
S. Fr8llen,ise:s. 
6. Going concern value. 
7. :as. te be.~~& herein used:. 

1. Or1g1ns.l cost. 

~s teat1mony herein does no·t show tho investment in 

the properties of Pa.cific Gas and Electric cromp8:ll:T now ueed an! 

't18efUl. In the S'ttpply o.f gas: to the 01 tr ()f Zan heneisco and to 

ita 1%1habitsnts. The parties report tha.t this 1nTos'tment. cannot 

1)e a.scertained. 
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2:. Jones valuation. 

Mr. Z. C. Jones, a.ppoaring in behalf of the CO!npany, 

presented herein whe.o; is lmown a.s the Jones valus.o;1on. ooi:cg an 

i::lvo:l~ory e.:ld. a.ppraisal o'f gas propertios of the Company' as o'! 

June ~O, 1914. The unit prices u3ed by Mr. Jonos rO:9resont, With 

a :fer. minor exceptions, the estimated reproduction cost of the 

proporty as o~ JUlle ZO, 1914, bazed on D,verage :pric"os during the 

five years prior o;hereto. To thezo unit costs, Mr. Jones ap-

~lied a uniform overhead percentage of 10 por cent to cover cer-
tain 1te=z of overhead e~en$es ho~einaftor re~erred to. The 

Jones val'tlation does not includ.e real e3tate or e:ny 30-caJ.led 

intangible items. 
The City, through Mr. N. :Rand.all :E:llis, its valuation 

engineer, agreed to the unit prices shown in the Jonoe valuation. 

The City. howevor, claiced that certain proporty items shown 

in the ve.lue.tion a:re not a.t the present ~i::lo used and uzeful in 

the gas buziness and also disagroed with the final overhead per-

centage clai:ed by the Comp~. 
" We shall :r:.ow consider the va.rioue itct1$ which ODe or 

the othe: of the particz horoin claims should be added to or 

~educted :£rom the Jonee valuation. 

( a) Du~li¢atod mains. » 

~he City c1aicS that a deduction tor duplicated gas 

::w.ine: should. be r:lS.de a.z follo't1e: 
Pi;.9G.. • .. 
Paving. .. 

. . . . . . . . . . . . . . . . . . .. • .. ... $121,942.78 
.. .... oo.. 46,539.67 

~otel deduction • .. .. .. • $l6S,4SZ.45 

Z.o.o Company cla.:i.ms. that only thoso ga.s :na.ins which 

were actually "dead" on June 30, 191', zhould 00 deducted. 
An 6%Aaustive study of the situation with rcforenco to 

duplication of gas cains waz made oy Mr. :E. Soo Bryant, ona of 

the :~il:oad CoQmiseion's assistant engineers. and was introduced 
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in evidence herein as Aailroad Co~ssion'z EXhibit No. Z. Mr. 
:&rent reported tha.t the d.eductions cls.1med. br the' C:tt:r are proper 

and shot:ld. be allowed and suggestQd certs-in s.d.di tional m1nor de-

duetions. 
The deduetions claimed b:r the C1t7 for duplicatod maine 

are proper ,~d Will be allowed. 

(0) Pavecent over mains and earviee eonneetions. 
'r I 
,..J~ . mr.. Jonea\ s.ppra.iss.l ineludez t:c.e cost of cutting a:d 

replacing all pavement whioh 1807 over the Company's mains and 

services on June 30, 19l4, irrespective of whether such mains and 

services were ls.1d prior to or 3u'bseq'aent to the la.,-1ng of the 

pa.vement. 
~he City claims that the cost of cutting snd replacing 

pavement which the Compa:oy d.id not cut Or replace and 80S to Which' 

tl!e com:p~ inc'tU'red no expend.iture should not be 1neluded in the 

ra.te 'base. ~he City's total claim ~or deductions under this head, 

as S'I2romarized in Te.ble V of the City' $ open1ng brie:! herein is tlle 

sum of $566,824.57, which ZUIO. exoludes pavement OVor duplicated 

c.e.ine.. 
~hat the cost of cutting ~d replacing pavement over 

maine in cases in which the utility inourred. no (tX,gellSO in con-

nection therewith, should not be included in the rate base is 

clear both on reason and a.ut'hor1 ty. pes MOines Gas Comp811Z- va. 
City o~ Des Moines, 2ZS U.S. l53; In re Marin Municipal W&t~r 

District, Vol. 6, Op1nions and. Ord.ers of the Itai1road. CommiSSion 

of California., p. 507, 518, affirmed ~Y' the Supreme Court of 
California. in Marin Water and Power Com~any V$. E~ilroad Commission, 

17l Cal. 706. 
~e same logie, of course, a~pli~s eo.ually to pavement 

over services as to pevement ovor mains. 
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ZAO CO~p~TS brief does n~t quostion the ,roposition , 

of l~w established b~ thcso sutcorities but t~s strong ~bjeotion 

to t~e amount of tho de~uction Which should bo made. ~ho Company 

claims thst e proper credit should be made for the expenso in-

ct:rred. by the Company in cutting through snd repls.cing pavoment 

w~ich oxisted prior.to tho present ~avc~ent. ~~ilo this claim 

appears to ue to be reasonable 1 thero is no ovid once to show the 

exact amount of such (nc!)end1turos ane. it haz, boon necessary to 

calce an esti:nato of the amo tmt , :proper to bo allowed.. 
A~t0r carctul consideration of all the evidonce which 

bears on this q'tlOstion, wo have reacb.e6. the conclusion tha.t s. 

deduction of $44Z,840.00 from the Jonos appraisal should be 

mado to covor tho item of cutting and ropla.Cing pavo:ent over 

:lains in those caSO$ in -;tb.ich the mains wero installed prior 

to tho ps.vemen t. 
Ded~ction should ;properly sloo be made of tho cost 

of cutting and replacing :pave~ent over servicos in thoce cases , 

in ~nich the services were laid ~rior to the pavement and in 

VA1ch such services have not been re~laced OS the Company at a 

ti~e ~hen it was neeezsars for the Compsn~ to cut. thro~gh and 

replace the existing ~avcmont. Tho evidence, howevor, i3 n~ 

sufficiently de~inite on this pOint to enable us to form ~ 

saticfactory conclusion, ~~ ~or that reason, no ded~ction ~or 

this item Will be made heroin. 
Wnile reforring to tho subject of services, we m81 

also say that the averago cost ~cr service connection claimed 
"07 the Comp1lIlY smounting J~o :327.00 without ovorhcu and apparont-

11 acceptod by the City, is considerably in excoss o~ tho cozts 

determinod o~ the 3s1lro'ae. Com:::U.ssion T s enR;inoers in other eimilar 

proceedingz. ~~O results o~ thoso investigations, howeVer, are 
not a part o~ the evidence in this proceoding and for this reazon 
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it "till 'be necoczary '!or us to aJ.lo-:,r heroin tho fUll ZUtl o:f $27.00 

~tho~t ove::hcad ~e~ service connoction claime~ 07 tho Com~an~ end 

~~parent17 conceded by the Cit1. 

(c) :~orvi co connoctionz ]:)0.10 for by con:::umerz. 

~he Jonos ~vontory incl~~oz all sorvice connections to 

t~e p=operty line. ~he tC3ti~on1 z~ows thst prior to 1912 it was 

~he custom o~ the Co~~y and to zome extent of its ~rodecezeors, 

to chargo thoir customers, excopt in d.!.st:::icte of actual Or potl,n-

tial competitio~, the sum of $10.00 for each now service c0nn6et1o:. 
~~e City clai~s th~t tho amounts thus ~aid should be 

d.eductec. from. the Jonoe s.p,re.ieel.. ~he City c1~imo c.ea.uctio:c.s 

as follows: 
Amounts paid, 1906-1912 • •••••• $120,796.91 
Amoun~ paid prior to 1906, ss 

eetimated by Ellis. • • • • •• 100.000.00 

Total claimed deduction • • • • $220,796.91 

~he Co~p~y urg~s that theze service connections ere 

p:'opcrty and th~t it is ontitled to So :::oturn the:::eon just as 

wo't:J.d. be the csso if it ha.d c.c'lu1rod the :propor"~y 'by glft. 

~~e practice o~ mclting such charges woul~ not be co~to-

~snced by the :'ailroad Commiseio~ at tho prezon~ time. The Com-

to install at their Oi7n expense, to consumers desi:::ing to p~-

chase gcz, a sorvice connoction of normal size to the pro~ort~ 

line or curb line of proporty aoutting upo~ the public street 

in which a main ia laid. In the metter of tbe ~ractice of water, 

~8.3 I electric and. tele'Ollone 11tili tie g requi'l."inQ' de-oosi te baiOra 

render1n~ serVice, Vol. 7 Opinions ~~ O:::do:::a of the ~il:::oad Co~

mission of C$lifornia, p. 830, 851-854; Vol. 8 Opinions ~d Ordora 

of tho Railroad. Commission of California, p. 372, 380. 
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Rowever, thezo p~yments were m~do to tho Company and 

its predecessors before tho ~ilro~a Commission acquired j~=1sdictio~ 

over gas utilities in Cali~ornia and there is nothing in the record 

herein to negative the Cocpany's clai~ that these service oonnections 

are its property. 

ZAO City's claim. to e. d.eduction for tllis :t tem Will 'be donied. 

Cd) Martin Station. 

Z.c.is plant was at one time used in :part to supply a:t'ti~i

cisl ges to San l!'r a.nCi8CO. For e. number of years, this plant has 

·oean non-oporative and it is at the present time almost co:nplotely 

dism,a.ntled.. 

T"AO City snd. the .. Company e.groe tha.t this itom shall not 

be includ.e~ in the rate baso. wit4 this conclusion we agroe. 

(o) Inde~endent works. 
d 

The genorating plant of Independent Gae and ~ower Co~-

~any w~s heretofore ~ed to manuf~cture water gas. Z.c.e manUf~cture 

o! water gse was discontinued by 2ccific Gas and Electric 'Company 

in July. 1915 and this property suosequent thereto has been and now 

is non-o~erstive. ~Ae property should not bo included in tho rete 

base with ~he exception o~ the 1,000,000 eubic feet storage holder 

an~ connections. wnich a=e used as a p~t of the Potrero St~tion. 

(f) North Besch ~lant • 

. T".ae small relief holder and 'boosting eqUipment at this 

plact ere beine ded~ct~d for tho reason that they are clearl~ non-

operative. 

(g) Commercia.l ere lamp~. 

Several yeeze o.go ~ the CO::lPe.n~ installed commercial erc 

l~ps largely in districts of electric competition, for the pur-

~ose of increasing gas sales. Those lamps are appliances, the title 

to which is in the COtlpSJ:IY, and. ~or the use of which a rente.l is 
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paid by the user in addition to the scheduled rates for gas consumed. 

~he City contonds that these appliances are separate end 

apart from the capital investment necessary Or used to serve ges to 

the 01 ty and. COtulty of San 1ra.ncisco and to 1 t3 inhabitants end that 

it it sAould appear tha.t tile rental for the use ot those appl:t:a:c.ees 

is not a~ficiontt such rental chould be increased instead of burden-

ing the Co~any's remaining cons~rs. Z~O City cla.ims a deduction 

of $142,9S2.60 for this item. 
!he Co~psny claims that the item should be retained. 

~ our opinion, tho City's position is correct. In 

f1y~g the rates to be paid for gas, this item will be excluded, 

as will also be . the rentals and :na.intens.nee of these lamps. 

Ch) Lamp black and briouettes. 

The Ci~y clai~3 that the lamp black and briquettes on 

hand whiCh wore included in the Jones inventory should be deducted 

on the ground that they represent an investment w~ich has slrea~ 

been paid for by tho consumer in operating 07.Pens9s. The total 

smo~t at issue is ~12,733.6a. 

The Company olaims tha.t it is entitled to the value 

of any by-product which may be derived from its operations and 

urges that this 1te~ should be retained. 
The ls=p black and b~i~uettes under consideration are 

by-products which are manufactured b~ the Company from fuel Oil, 

the total payments for Which have heretofore been included b~ 

the Company in its opera.ting expenses. It these items are now 

inoluded as ~art of the ca~ital on which a return is allowed, . . 
the consumers wo·uld be compelled to pay for these items t·wiee, 

once under tile head of operatiIlg expenses and again under the· 

head of ce.:pi tal on which a. ::-cti:lrn is aJ.lowed.. 
ZAese items ehould be excluded fro~ the rate ba.se. 
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(~) Intermediate overhead on atraet lamps. 

~e Jones appraisal. 1neluctes $.ll item of $14.247.09. 

being an ad41tion of ~O per cent to the e8t~tea cost of labor 
in 1I1.stal:I.1ng the :p~,at8 and services. in, oonnection With street 

lamps. ~e item is as~ed to cover the expens~ 1nvolved in th& 

loe&t1on of street ~smp8 and the negotiations With th~ 0it~ 1n 

regard the::-eto. ~ese matters. are pe.seed. upon. b1 the Lighting 

Committee of the Board o~ SUperV1eore and negotiations are nece&-

ssry prior to :c.sk1ng installations. 

The City contends that the Comp~'s employee-s, who 

appeared befor~ the ~oard o~ Supervisors in oonneotion ~th th~ 

installation of stree,t lamps are on the crompSllY" s: regalar pa.~-roll. 
that their 8sls.r1e~ are always ~arrie~ as an opers.ting expen.ss 

and that it waa.ld be improper to charge this expense to cap1 tal 

$Co:ount.. 

~e company contends tha.t the i tam s:hould be included 

in the rato base on the gronnd that it actually enters into the 
cost of 1nstall1ng: the street lamps. 

We have excluded the 1t~ for t4e reason that. in our . 
jUdgment.. 1 t is properly II- commercial expense and hae always been 

so regarded •. A segregation of tMs expense to. eapi tal. would be 

8. re!1nement which never has been made: and wbich would no t be 

just1t1ea.. 

(j) Brick ~d steel work. 
A d1f!erence of $:9 .. 365.45 ex1ets between the 01 t:v and 

the ~om:p~ in the a:ppre.isal of brick and. eteG'l work •. ~& dif-

ference results principally" from. d1ff'erent .. unt:t prices adopted 
for steo~. The item will be allowed. 

(kj U1ecellaneous. 

In a few caseg~ the Jo~es sppra.1aal shows values which 

Mr. Jones represents ere lese thsn the eatim$ted cost to reproduce 
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the propert3' now. In those instances in Which the apprt:dsed va.lue 
as reported is leas than the estimated cost to reproduoe the ~rop-

~ arty new, as for instgnce the ~ oXide shed a.t the Potrero works, 

the necesssry restorations are herein made. ~e items of drodging 
in front of the wharf at the :E'otrero works and. leveling the 81 te 

w~ 
./ of the Potrero wo:rke have not been ~ere$fJe4 because e.lres.dy covered 

J 

in the agreed :narltet value of the lalld. 
The briquetti:lg plant a.t the ?otrero works and the tar 

pipe and fittings have been excluded becauso no longer operative. 
A proper pro re:tll of the high pressm-e main. from the 

Potrero works to the Ss:l :sTanc1sco-San :Je.teo CO'tUlt3' line end of' 

the compressor room end equipment at tbe Potrero works has been 

deducted ~s properl3' chargeable to the Compan1'S Eedwood ~istr1ct 

and not to tho San FranciSCO District. 
A number of m1nor adjustments to which it i3 not nec-

J~ essar3' to refer bQ$ also been made. 

(1) OVerhead 'OerconteRee. 
ZAO Oi ty a.nd the Co:o:pany e.greed that to the u.n1 t~' .. 

p=icee in the Jones appraisal, in so far as overhead percentages 

are properly applica.ble, there should be added. an ~rhesd. por-
J centage of 10 per cont, consisting of 0 por cent ~ eng1~ering 

end. superintendence, a.:c.d 4 por cent for tho cost of orga:c.iz1ng 

e construction force, dola16 in shipments of material, oxcess 
freight, 1nclement woather, casualty tncurance and picce-meal 

construction. 

2 per cent for gonoral' administration and 3 per cant compounded 

on 112 per cent tor interest during construction. !.he Company 
c1a!.:ced -on sl.lowanco ot 4. par cent tor genorsJ. e.dmini.etre.t1vE) 

expenees, cOQ~ounded on 110 per cont, and an add1t~onsl Z per cent 

for interest during construction~ compounded on 114.4 per cent. 
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We are eat1ef1.d that 3 per cent for tntereat during 

conatruot1on 18 exc.ssiTe, especially as applied to propert,. 

other t~ the production and transmission s7at~ . 
~er oa:re:eal consideration, we are using the foUow1zlg 

overhea.d percentages, whioh we find to be ~U8t and reasontl.ble: 

Produotion and trsnsm1ssion •••••••••••••••• •16 per oent 
Distribution ••••••••••••••••••••••••••••••• 15" " 
Services and ~ter8 •••••••••••••••••••••••• lZ ~ ~ 
street 11ght~ •.••••••••••••••••••••••••••• 12 ~ " 
COmmercial aro8 ••••••••••••••••••••••••••••• lZ" w 
E1scellaneous 41stricution equipment •••••••• 12 w • 

em) Real estate. 
!!!he parties agreed. on the allowance to be made in th. 

rate base :tor real .state and "e ha:ve ineluded the agreed amoUll't1J 

on all oper&tiTe real estate. 

(n) Additions and betterments • . 
~o. the oorreoted Jones apprsi8al as of-Jane 30, 19~, 

h~. been added the additions and betterments to Deo~b.r 31, 1916, 

as :follows: 
'et additions and betterments. J1ll:3" 1, 1914.. 

to Dec~ber 31, 191&, •••••••••••••••••••• $361.205.00 
" :Net add 1 t10XlZ and betterments, Jan. 1, 19~ 

to. Deo$mber 31, 1916, •••••••••••••••••••• 531,290.00 

fotal, - - - - - - - - 892,495-.00 

Ve haTe &L80 add.ed an item o:f $200.000.00 for const%Ucrt10n 

capital. and. miscellaneous. wh10h we are set1sf1ed. under the oon-
41 tiona now e:z;iat1ng, will be sufficient to inolude the coat of 
new construction to bel> pace with the 'bua1neee during the f1%8't 

a1% monthe of 191'1. In reaeh1.x3g this oonclusion, we baTe in mind 

t~t the ~ber o~ the com~~'s co~~e 18 practioallY etat1ona%7 

and the.t it 18 not reasonable to 8.88um8 8XI. additional 001281D1lPt1on 

of gas in eXceS8 o~ ~ per oent dur~ the ensuing ~ear. under 

th.a. o1rcumat&nce •• large additional expenditure8 of oa~1tal 
would not be ~uat1~1e4 "Ollleae resulting 1n eoneepond1%1g reduotions 

1xl the open.t1%lg expenaee here1XL alloyed. 
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5. Reproduetton eost loss depreciation. 
~o C1t~ &8t~ted the cost to reproduc~ the CompanyTe 

ph1sieal structur~s less ~ce~ed de~reciat1on, as follows: 

As of De-camber 3:L,. 1914 - - - - .- $9-,.0S4,.307.ll. 
As of December. 31, l.915o - - - - - 8,.630,.89'1.59 

~e ~oop~ presented ~o dots11ed eet~ate of eost to 

reproducer less s.eerued del'rec1a.t1on, but its witness, Mr. 1f. G. 

Vincent, Jr., testified that tho physical conditi~ of the 

COIllpany'Ys Sen l!'rallC'1sco gas :pro:perty, taking So general overhead. 

oe'timate e.nd not consid.ering each 1ndj.vidual. s't:I:Ueture,. is between 

80 a.nd 85 per cent of its eondi tioX). new. 

4. Working: eap1 tal. 

~o C1 t7 oontends thst an allowance of: $l5O',.OOO.OO, for 

working ea1'1 tal is suffieient.. 

The C:ompe.tl.1 suggests that an sllowsnee o~ between. 

$400,.000.00 and. $500·,.OOO.OOf be made, including contingencies and 

const:ruct1on cap1 tal.~ but adm1 ts that it is d.1!t1c'C.l t to rea.eh a 

satisfactory conclusion. 

It[r. G. S. Jae 0'08, one of the Railroad C'omc1snox:." 8 • 

s.ss1.stant eng1n~er8,. presented. as Railroad. Commission's Exhibit· 

No. &, a detailed studY o~ the proper ·method to be employed tn 
s.seerta.1nillf> s. just and. reasonable working eap1 tal. for the: Comp~ 

1n this eaee-. 

After oareful oonsideration, we see· no reaeen to de:part 

herein from the metho~ ~requently employed by this Commission and 

other cOmmiss.ions of allo711ng as working ea:p1~, two months· oper-

a.ting expenses,. except only tha.t e. ten de.:rs' supply ot: hol oi:L 
is being allowed under the he~ ot materiala ~d supp11ea and that 

the purchase price thereof should not also be included. under the 

hea~ o~work1ng csp1tal. 
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We find that the sa of $300.000.00 is 8. reaa'onable 

amount to 'be allowed herein for work1ng capital. 

5. henohises. 
The CompaDY o~rate8 its gae properties in S~ Francisco 

under 8 go-called ~oonst1tut10nal franch18e~. secured b7 predecessors 

under the proVisions o~ Seotion 19. Article XI~ of the Constitution 

of Cal1forni~ prior to the amendment of Oetober 10. 1911. 

~hia franchise was granted b7 the State Without any mone7 

payment 'by the gre.ntee. 
The Company does not clatm any separate allowanoe herein 

for franchise value. 

6. Going concern value. 

The C~=pany urges that' the rate base herein should con-

sist of the estimated coat to re~roduee its ph1sical properties 

new~ with appropriate allow8DCea for materials. supplies and working 

capital and that there should be added thereto an item of $3.000.000.00 

to repreeent the ~going ooncern value~ of the property. 

The authori t1ee cited in the Compa~'3 brief ill support 

of this contention. in $0 far as they are rate cases. are practically 

all caees in wh10h an addition for ~go1ng ooncern value'" ws.s made to' 

an estimate of reproduotion coet lees accrued depreciation. In other 

words. having reduced the ~ate bese below the investment snd below 

the estimated reproduction oost on the historioal or 80me other baSiS, 

the court or commission then filled the gap which had thue been created 

b7 replacing s.l~ or :nost of what had. been ta.'ken out. the amount thus 

being replaced 'being callod ~go1ng ooncern value". Such prooe.dure 

is. in our opinion, ent1re17 unaatisfactor.1. It seems to result 

from s subconec1ous realization that without such addition. the rat~ 

base would not be just and rensonable to the public utility ~d 

that 3Ueh ba.ze must be 
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::ne.d.e right "0:1 restoring uder some other name, what had. boon to.ken 

(J.WQ. 

'Where, however) tho be.ee usod is t70e investmont or the 

esti~tod cost to reproduco new, adjusted if neceSS8r:1. it is 

generally unfair and unjust to the cons~r to add theroto an:r $0-

called. "'goi:c.g concorn vslue", except at times in eoxmeetion ~ th an 

iter:. which is sometimes called "going concern val"lle", "out which 18 

really 'Ollpaid development erpense. 

In the present ease, the testimony ahows that the cost of 

developing the gas business in San FranciSCO has long sine.e boon re-

paid to the eompe.nies engagod. thorein end that no add1.tionsl eJ.low-

c.nca there!or should. be made herein. ~e eltl1m tho.t an allowance 
for development expense should "00 mado on the baa1s o~ conditions 

w:bich arose long aftor tho bU$~:noss ws.a developed. and resultod from 

the expensive competition of rivs.l ga.s companies, each seoking to 

take business away from the other, does not commond 1teelf to us. 

'r.o.e comp~' s property here1r.. is being valued 80S s.. prop-

erty in suceesstul operation by a going an~ euccesstul public utility. 

Under the ~acte as shown br tho teet1mony herein, the ~ddit10na1 

al.1owsnee claimed 'by the Com'P~ undoX' the head 'f "going, conoern 

value", over and. above the value of the propertY' as a going conoern 
in sucoessfUl operation by a going and. sucoess~ public utilitY' 

eho'llld. not be made. Des Moinee Gas Company vs. Dee Moines t 238 

u.s. 153: In ro San Joaouin Light and Power Co~oration, Vol. 9 

Op1nione a:c.d e:z:.dars of the Eailroad Comm1es1on of Califo:rni.a., ;11· 542, 

570-586. affirmed by' the Supreme Court of California in San JOaouin 

Li~ht ana Power Cor~orat1on vs. 3ai~roaa Commission, 5Z Cal. ~e. 572. 
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7. ?oats ba.se herein used. 

~e ra.te 'base herein used, which we find to b& 

jut a.nd. reazons.ble to all parties. in connection with the 

servi¢e by the Compa.:oy of gas to the 1llhabi tents of the 

City Slld County of San Pranciaco is tho sum o:t $14,,042.050. 

This sum is just to the consumers of gas onl:r on the 8.8-

sumption that the dopreciation annuity herein is estimated 

on the 6 per cent *1nld.ng fund basis. e.s here1Mftar pOinted 

out. /. 
Table ~ shows the rate 'base herein used. 
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lion ~ed~ ea.p1ta1 

Table III 

R .A T ,R B J.. S R _ ... .-.- -----
San J'rano1aoo' Gas Distriot 

Pae1t1c Ga. &, Electrio CO. 
I 

X. C;'; Jones 
.App:ra1aal. ' 
aa of J'me 
30.;.14. with' 
a4jutmenta 
and overhea4: 

Jet .l4-
cUt10na 
" :setter-
ments' 311-
17 1.191~ Total 
to, ])eO~31.9 :Raw 
191.6 11101.. _-::::B&~" __ _ 

,0 

Production and ~ana:1I!1.1oJ1 

D18tr1 but10n 

t 2 288 '188, .368 836 * 2 65'1 624. 
9 2U 314 523 669 9 "14.'1 9'3, 

, ". 
!otal Non ~ed,cap1tal 

Real Eats.t. 

11 513, 10~ 892 4r9~ 12 405 59'1 

Gen~ ,capital. 

Katerials and SUppl1 ... 

Wo:rl,dng" capt tal. 

!otal Capital. 

:&eu CaP1~ use" .:mlu81vel:r for Redwood District . '~" . . 
lI'et Oapital. san Franci8co Operations 

Segrept10n of C&i1t&1 

Ohar!!!ble to San Prancieco Gas Operationa 

D1etX'1ba.tlon 
Street ,Ughting 

Comm.:rc1al. Arca 
~otal Capital san hanoi.co Ga8 Opemt1ona 

am. 434 

21S '1m. 
160,000' 

300 000' 

200 OOJ) 

tl4r 102 '182 

60 '132-

$14 0Cr2050 

-t 3 633 4rS9 

9 984: 626 

296 ·868 ..... , 



v. 
RATE OF 'RE~'OP..N. 

An exhaustive report on the cost of mono~ to Pacifio 

Gas and Electric Company and. its predec~ssors we.s prepared. b,. 

Mr. Pa.ul A. Sinsheimer, Stock and. 30nd Export of the Esilroad. 
Comm!seion, and. introduced"in oVidenoe herein as Eailroad.Com-

mission's E~~ibit No. 11. In this report, Mr. SinsAeimer not 

merel~ t.naJ.yzea in all appropriate dete.1l the cost of monoy to 

?acifie Gas and Electrio Company and its pred.ecessors ~ con-

neotion with each i3&'lle of securities b~ the:, b'l:.t also presents 

data to show the cost of money to other enterprises, both publio 

utility and otherwise, snd to publio authorities in co~ction ~th 

public workS in California ana elsewhere. 
~e following conolusions, among others, are reached. b~ 

Mr. Sinsheimer: 
1. ~t up to 1911, Pacific Gag end Electric Company 

and its predecessors issued bonds of the face value of ~~7,40S,975 

at an average cost of mone~ of 5.15 per cent; 
2. That subeec;.uent to 19l1, Pacific Gas and. Eleotrio 

Comp~ has ie:stted. bond.a of the fa.ce .value of $SO,OOO,OOO at ooets 

of money rang:1.ng from 6.07 to 6.548 per oent; 
3. ~t the coat of mone:r on $87,408,975, face value 

of said. bonds, has been 5.60 per cent; 
4. That the cost of money based on the bonds, preferred 

stook, common stock and notes sold by Pacific Gss and Elootric 

Company durir.g the 6 yea:rL period from. 1910 to 19l7, has been en 

average eoet of 6.97 ~r cent; 
5. ~hat the cost of the money now 1n the property of 

?n.c1fie Gas an4:·Electric Company he.s been. 6.32 per ednt; 
6. That in order to enable Pacif1c Gas and Electric 

Company to sec~e its money at a e03t of 6.32 per ·eent, it will 



/ 

be neoezse.ry fo:: the Comp~ to hs.va such earnings e.s will be 

secured !X'om 8 return of 0.65 per oont upon the fair valtze o~ 

the Comp~'s properties. 

Mr. S1nSheime:: draws a.ttention to the fact tha.t the 

effoot of the recent issue of preferred stock in the amount of 

over thirtoen m1lli~n dollars at a coa~ of mone~ of 7.22 per oent 
, ' '~ 

Will have the reaul.t of lulti~tG1Y' red.ucing tb.eA cost ,of bond and 
• I" .... " .S;,r:.I' ..... VM. 

othor moneys bY' considora.bl~ -MdM'I'r.gV the margin age.1nst Which 

bondS ma~ reasonably be issued. 
Mr. Sinzheimor conelu~e$ that a return in excees of 8 

per oent on tho fair vo.lue of the Company' e property would be an 

unnecessary burden upon oonsumers unless acoompanied by deoreases 

in rates 0:: improvement in serVice. 
Mr. Sinsheimer's report cloarlY' ZhOW8 that the average 

cost of moneY' to I>acifio Go.e and Electrio Company has been 6.32 

per cent and that in the absence of extr80rd~Y' conditions, 

the Comp~ can continue to secure its tunds at this cost if 1t 

seoures a return of 6.65 per cent on the fair vsl'Ue of its prop-

arty. 
In City of Ps.lo II to ve. Palo Alto Ga.s Como,.nl, Vol. 2 

Op1niona: and. Orders of the ?.a.ilroe.d. Commission of California, 

p. 300, this Comm1sSion, at ~ego 317, said: 
"~e Commission in fixing:!l. rate of rettzr:tl 

must be liberal, lost too etriet e. ~ol1cy result in 
turning 08.:9i t8.l to other fields of enterpriso. Cali-
!ornia needs development b~ public utilities, and th1e 
Commi3sionTs policY' should be a broad and liberal one, 
zo a.s to o:lcoure.ge capital to develop the ets.te by 
legitimate public' ~ilit~ enterprises where neoded. 
ZAe Commission should be oarefUl not to permit sn 
infla.tion of pricos in ascertaining the value of tho 
propert~ o! a. p~blio ut1lit~ usod and UBGfnl for t~e 
~ublic purpose, but sbould be liberal in establishing 
the ra.te of return on that value." 
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In this o8.se, we shell reoommend rates which, to the be~t 

of our jUdgment. will ,-1el4 to the Com'P~%lY e. ret'tt.%"n of 8 per cent 

on the tair value 01 the property used and useful, 'being s. margin 

of 1.68 per cent over the avertl.ge coat of monel" to the COInPSllY'. s.nd 

o! 1.35 per cen~ over the rete of return necessary to insure the 

poas1b111t,1 of continuing to secure ~nds at this average cost o~ 

money. 
In perm1tting this return. we do 30 with s. frSJ1lc resl1-

z&t10n that it allowe a liberal margin over the cost of mone~. 

We are animated in do~ $0, not mere~ b,. So desire to 'be fair to . . 
the CoDlP8nl".. but also in part by the uncertainty ss to whether the 

price of :fuel oil will not further $dvence and bl" the desire t<> 

create a margin of profit which will take care, at leaet for n time, 

of such further advance, if it occurs. 

VI. 

MAINTEEANCE AND OPERATING EXPENSES. 

The item of ma.1ntell81lce and operating eXI:!enees is of 

outstanding importance in this case beoause of the tnoreased eoet 
oi tnel oil and wages. If 1t were not for the inoreased cost of 

theee two items, the eon~mers of gas in San Frsne1soo m1gh~ 
reasonably have expected rates !or gas materiallY lower than those 

now in effect. 
~he cost of fuel oil 1$ by far the largest s1ngle operat1ng 

expense in oonnect1on with the mannfaeture of gse by Pacific Gas 

cd Electric Com'PaDY. Fuel oil is purohe.eed by the COmp8ll:9' from. 

Associated Oil Comp~ under & contract wh10h is dated September 30. 
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1911, and expires on September 30" 192J.. Under this oontraot-" 

Paei:f1c Gas and Electric COm'pellY, d.uring the period ~rom 1912 until 

Oe~ober 1. 1916. paid for fuel oil delivered in its tanks 1~ San 

Frsne1$co. the sum of 6at oents per bs.:rre1. The contract :proV1des 

that 3ubseqnent to Ootober 1. 1910. Pacific Ga~ and Electri0 Com-

pany mnst pay for oil delivered in its tanks in S~ Francisoo, a 

sttm consisting of the ave rase field prioe paid b~ ASsooiated Oil 

COt:lpa%1Y' plus a. collection ch8.rge amounting to spprox1mate17 1';' oent8' 

per barrel, plus 8. eomm1eeion o~ lO per cent. plus 8. trsneportat1on 

charge ot 2S oonts per barrel. Under this arrangement, the Comp~ 

is now paying $1.35 per barrel !or its oil delivered in Ssn Fran-

cisco as contrasted. with Get cente per barrel pa1d prior to Ootober 

1, 1916. 
The eost of oil to Ps.e1;:ie GaB and Electric COMPaTlZ" has 

thus practically doubled. While the CO~~'8 ~$~nt for 01~ 

in 1916 was $688,,538. a ~eer's- p~ent based on the present prioe 

with only a. very alight e.ssumed inorease ill the amount of gatS 

manutactured would be $1,324,192, 8ll. increase o:f $635,000. Tb.18 

inorease in the coet o~ tuel oil mesne an increased cost of 11.35 

conts in the ~~s.cture of eaoh 1000 eub10 ~eet of gae. It means 

that the avera.ge gas bill ps.1d by all consumers in San Franoisco,. 

~oth large and smell, over what they otherwise would hnve been 

reqn1red to pay. will be inoreased $5.00 per year. 
We have no means of knowing whether the cost of ~uel oil 

Will mount still higher, and, if so, to what extent. On the other 

hand, is the well known taot that the oonsumption ot California 

fuel oil 1$ outrunning ~roduet1on at ~ average of over one million 

ba.ttels each month, notwi theta.nding largely s:a.gmented dr11l~ng. At 
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the present excess of consumption over production, California~8 

fuel oil storage will be exhauzted b~ June 1, 1919. On the other 

ila:ld., if through compro:nise 0 f the existing 11 t1ge.t10n or through 

stipulation therein, undrilled proven lands now in 11tige.tion bo-

tween the ~'odoral Government and. the cltl.ima.nts should be thrown 
open to any considerable extent to intensivo drilling, such action 

wo~d undoubtedly have a tendency to hold tho price ot tuol oil at 

its prosent :f'igure. Purtho.rmoro, if the .!1'odorol Govel":cmant should 
~ix the prico ot ~troleUm, such action ~o~d also tend. to prevent 

fUrther increases in price. wo can not speculate herein as to 

what the :f'uturo cost of fuol oil will be. Under the circumstances, 

wo shall allow as the cost of fnol oil in this proceeding the prosent 

cost thereof to ?scific Gas and Eloctric Company, b~ing 01.35 per 

barrel delivered 1nto tho company's ts.nks a.t Son Fre.ncisco. ,]h18 

cost will be applio~ to the entire year's business. 
ZJ:le wages :po.1d by Pa.cif1 c Gas and. Eloctric Com.pany to all 

e~ployo$ engaged in its gae works and in the physical maintenance 

and o:peration of its gas propertios in San Prsncisco ha~e recontly 

bcc~ increased. On recent advice frOQ the Gas Workers that the~ 

ha~ made ap~lic~tion to Pacific Gas and Electric Company for an 
incroese in tAoir wages ~d szking wAGther such increase, it granted, 

could not bo take~ care of in tAo rate~ to be ostablished in this 

l'::oceod.i:o.g, the ComI:l1ssion transmitted:·:the communication to P&eif1e 
Gas and Electric Comp~..ny Wi til e. re q,uest for a. statemont of the Com-

p$IJ.'$T S a:tti tuae • '=he OoQI:liss:i.on was thorea.::tter e.d.vised. that the 
Compr~ h~d decided to increase the wsges o~ those eoployoe, ef-

fective July 1, 1917. z.ais increase in wages ~ffect3 363 e~lo~e3 
"D~(' -

of the Compa.n:r in its San he.nciScO Gas :rl ::i:e~n e.n.d. will result 

in en e.;o.:l:c.el. 1ncresse 1n 'the Cotlp~' s pe:'$' ::o~l amount1ng to' 

$28,970.75. ~nis inc::ease will be included ~ the mainte~c~and 
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operating expenses herein allo~d. 

The eVidence herein ooncerning maintenance and operating 

expenses 18 largely direeted to the yeSors endi:og J'une 30. 1914 and 

June 30. 1915, these being two o! the ~ear3 involved in the ltt1gat1on 
between the ~artie8 hereto 1n the Federal courts. Considerable 

test1mo~ herein relates to the pro~iet1 of operating expenses 

of the San Francisco gas business claimed 'by the Compa.xzy during 

these two years and chslleneged' by the City. Some of these items 

are for aceounts whioh have now been completely ps1d and others 

the Com~a~ itself concedes will not recur. The maintenanoe and 

opernt1ng expenses of these two years are ot value herein only 

in so far as they throw light on reasonabl~ maintenance and oper-

ating expenses for the future to be allowed herein. 

We have decided to use as a basis for just and reasonable 

maintenance and operating expenses the expenses incurred by the 

COIllPs:ay du1ng the calendar :;csz 1916, us:tng. however. e. !'a.ll ,.ear Y
8 

allowance for the cost of fuel oil at the price o~ $1.35 ~er barre1 

and including the annual inoreaee in wages recently granted. While 

the maintenanoe and operating e~enses for 1916 were eubetsntial~ 

greater than those o~ 1915, we are satisfied b~ reason of the in-

crease of cost of materials and othGr faotors tb.:lt the ms1nte1l8.l:rC8 
and operating expenees for 1916 form e reasonable basis for main-

tenance and opereting expenses to be herein allowed. General ad-

ministrative e~n8es will be pro rated to the S~ FranciSCO gss 

business on the baeis of gross revenue. 
We find that a reasonable annual allowance for maintenanoe 

8nd operating expenses herein. not includtng the maintenance and 

operating expe~es directly chargeable to street lamps and commercial 

are lsmps~ 18 the eum of $2,472,966. 
Table IV shows the Compe.%17' s direct msintene.nce and operat1:cg 

expenses. as shown on its books, ~or 1915 and 1916, together with 

the amount herein allowed. 
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Table IV . 

~~TENANCE ~~ OPERATING EXPENSES - 1915-191& 

.AND AS :a:EREIN .ALLOWED 

san Fl'anc1eco Gas District 

Pa.c!. tie Gas and. Electric Co. 

As" reported on 
eompe.%l.7' s 'books~" 

1915 1916 - -
Pro-d.uction 

lta1ntenance $ 55 oaa. $ 6'1 '1G6 

'Opora ting Expense 304 4'74 238 S33 

Fuel.011 750 03'1 Gsa. 538* 

~otal Production $1 109 599 $995 137 
Di stn bu t1 one incl. ~rane-

mission) 
Ms.1ntenauee l23 543 15l 733-

Operat1ng Expense 606 354- 630- 0'13 

~ots1 ~Btr1but1on $,729 59" $781 806 

TO!AL Production and 
Distribution $1 8S9 496 $l 776 943 

NOTE: 
* C01"r(toted :t"1gul"o :for oil., Z"enr 1916 

As herein 
a.llowed 

$ 6S 283 

272 432 

1 324 192 

$l 665 90?' 

150.426 

656 533-

$807 059 

$2 472 966 

Tho oompS)l7' S f1ga.ree for 1915 and. 191G for 
transmission, me.1n'tenenee end. expense are 
includod in d1str1 but10n in thi$ table t 1n 
tot8J. t no segregation 'boing made to Redwood 



VII. 

DEPRECIATION ANNUITY. 

Both parties agreed that tho rates herein established 

sho'C.ld yiold So revenue sufficient to enable the Company to set 

aside a reS$o~ble depreciation annuity. ~he p~t1es, however, 

d1ssgree with reference to the ~ount of the ~uity to be thus 

set eeide. 
The City urges that the dopreciation annuity should 

be est1mat~d on the straight line basis while the Cocp~ urg~s 

the 4 per cent s~ng ~~ basis. 
We find that the just basiS to be adopted herein, bear-

ing in ~nd the rate base and the rate of return herein ostablished, 

ie the 6 per cent Sinking fund basis. 
Wll". N. Randell Ellis, represonti:c.g the City, and. ~. W. G. 

Vince:::l::, Jr., repreaentilJg the Company, a.greed d'Cring the early . 
hearings herein on the rema.ini::.g lives o'! the vs.rioue itocs o~ the 
physical proport~. In reaching their conclusion, they gave con-

sideration to wear and tear, obsolescence and inade~uacy. Later, 
after t:i:.e Comp~ he"Q. presonted testimony showing that it anticipatos 

o:cJ.y a. slight incrollse in its salez o'! gac, Mr. Ellis testified. that 

in the light of this situation, he could not adhere to the lives 
theretotore agreed upon. Mr. Ellis tostified th~t in tho light of 
the new testi~ony he had given too much consideration to the elements 

o:t 0'b2olescance and inadec;:a.acy and that it would be neceossry to 

lengthen tho remaining lives of the property ae estimated by him. 

In this roepeet, Mr. Ellie is undoubtedly correct. 
The matter of depreCiation annuit~ was earefuly presented 

'br Mr. ]I .. Emerson Roar, the ~ailroa.d Commis3ion's Gsa and Electr:tceJ. 

Engineer, in ~ report which wes introduced in evidence as P~lroad 
Comm163ion's EXhibit No. 23. The depreciation annu1t~ herein used 
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Will be based on the a~erage ~ereentagee applicable to eaoh class 
of property as determined 'by :Mr. Hot1.%', which percentages we f1nd to 

be reasona.'ble. 
Consideration must now be given to the question whether 

the rate ~a7ers shall pay increased rates in order to amortize part 

or all of the investment in Martin Station and in th~ Independent 
Gas Works, both o~ which properties h&~e become non-operat1ve. ~az1ng 

his conclusion on the h1Pothee1s that the Railroad COmmission might 

find it proper to provide for the amortization in futur~ rates of 

part of the 1nvestmont in Martin Station. 'Mr.. A. F.. Bridge. one o~ 

the 38.11road CommiSSion's Ase1ste.nt EDg1neers, re:!,;)orted in l{s.:i.lroad 

Commission's EXhibit No. 0, thet on the .6 per eent s~ing fund 

basiS the remaining investment in the Station, assuming that thero 

was such remaining investment, might be amortized at tberate o~ 

~22.632 yee:rl'3', if amortized in 1i ve yea:rs, and $18-,289 yearly., if 

amortized in six years. ~he Inde~endent Gas Works were construeted 

in 1901, .and sold "to S~ FranciSCO Ga.e and Elect:r1c Compa:cy, the 

predeoessor of Pacifi0 Gas and Electric Compan7. in Novem~r, 19OZ, 

e.nd ~ce;:ne non-opers.ti ve in July. 1915. ~~eir estimated reproduction 

cost new as of June 30, 1914. sS reported in the Jones appraisal. 

Whenever &n1 part of a public utility's ~roperty becomes 

non-operative by reason of wear. tear, obsolescence, or inadeqascy, 
or otherwise. it is normallY oharged ag~1nst the de~reeiat1on reserve. 

Very care~nl consideration mnst be given to a demand by a public 

utility that tho public shall eont1nueto p~ tn ratos !or ~ropert7 

which has ceased to be of ~ use in the service rendered by the 
utili ty, F8.rtieuls.rly unjust would. be such So procedure if the ratee 

which the utility and its ~redeCe5!Ore have charged ha~e been ~ 

enough 50 that s proper depreciation reserve hs3' been created or 

reasonablY ooUld have been created. Such reserve must, of course~ 
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t~ into conoiderat1on the elomentz ot oboolozcenco and 1nadequse~, 

as well ae weer and tear, so that property which becomez obeol~to 

or inadequate bec~uee of a~vsnces in the art Or otherwize, prior to 

I the e~ir~tion of its normal life)~y 00 chargod o~f against the de--prec1at1on reserve. 
A utility w~ich demands thst tho rato ~~crz shall pay 

rs.t6.e eufficio:l't to amortize over a sorice of years. ~ro~crty which 

hae become non-operative, ha~ upon it tho burdon of proof to zhow 

tha.t the depreciation reso::-ves which this COlt.!;)ellY ancl its prOo.eeo880rs 

have set up or could reasonably have eet up have, not boon Or would net 

have boen $ufiicient to take care of the abandoned proporty. ~ the 

~beence of sncb. proof, tho preoumpt1on is that the revenues of the 

past have boex::. 3~fic:i.cnt to take ca.'t"o o'! t1le obligations of t:he psat 

an~ ~hat the rate psyor of the pr~sent and the future will not "00 

cellod upon to pay the obligations of the past, whether incu-~ed 

through woar, tear, obzoleecense or inadeq~cy, the absorption of 

=ival companies, or othorwise. 
In the present instance, the Comp~ has entirely ~a11ed 

to suzt~in this burden of ~roof. On. the contrary, on November 27, 

19l1 on which day S~ FranciSCO Gas and Electric Company was merged 

with :?e.c1:t'ic .Gas- o.nd. Electric Coc.pSllY, tile San ~ancisco Gae end 

3lectric Coc.pany had a balance of $2,543,492.69 in its depreoiation 

reserve. ~hie sum was takon out. of the depreciation reserve and 

was transferred to an aocount tor~cd ~conso11da.ted 3u-~lue~ ~d thus 

::o.e.de available tor the d.eclara.tion of d.1 vidonds by ?a.cifio Ca.e and. 

Electrie Comp~. ~e entire remaining ~ortion of Y~tin 3t~t10n 
'Oll. 

properly chargoable to tho gas bus1ness end. the entire/~ortized 

portion of the Ind.epend.e~~ Gas ilo=ke could be charged. off against 

thiz depreciation rozorve and. still leave in 07-COZO of $2,000,000 

in this rO'l:orve s.vc.ila.'blo to c:b.a.rgo o~f £l.gainzt the se:oo' ga.s and 

eloctric pro,ertioe of San Francisco Cae and Electric Comp~ Whioh 

might boco~e non-operative. .. 
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Znere 1$ nothing 1n the testimony heroin to show that the 

past re'V'e:c.u,ee of ?acitic Ga::: a.nd Electric Company and. i tz pred.ecessors 

have been 1nsuf!icient to t~tc care of both Martin Station and the 
!~depondont Gas ~ork$. No allowance Will bo made heroin tor the 

a:Aortize.t1on of a.n:y part of either of these properties. 

We !ind that the $~ of 9259,550.00 i3 a reasonablo de-

prec1at1on annUity to oe allowed herein. ~he general 1to03 Which 

:nelto up the tots.l appear in Table 5. 
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Table V 

DEPRECIATION ANNUITY 

San Franciseo G~s Distriot 

Paoific Gas & Eleet:r1 e Co. 

Produet1on.Cap1tal 
Distrtbution capital , 

TOTAL 'lor Deproeie.ble 
Capital. $259550 

NO~: Production and'Distribution 
Cap1 tal &bove 1nelude prorats. 

, , 

of general oap1te.l. eonstra.et1o:c. 
capital, etc. 



VIII. 

SERVICE -- ... _--_ ..... 

Considerable testimony herein bears on the beating value 
and the ~ressure conditions of the gae 301d b~ the Co~~ to the 
inhabitants o~ San Francisco •. 

The ratee of Pacific Gaa and Electrio Comp~ for gas 

on file With the Railroad CommisSion, provide in ~art as follows: 

"The rates s~ecified in theee schedules app~ onl~ to 
the use of such gas as is regularly furn1zhed b~ the Com~~ in 

the locality in which the premises to be served are Situated, 
the gas supplied having an average heating value of 600 British 

Thermal Units per cubic foot. and a pressure used at the meter. 
of not less than three inches of wster.~ 

The teet1mo~ shows that while the average heat oontent 
per cubic feet of gas prior to the introduction of the improved 

Jones oil gss process was 600 E. T.~., tho gas actuall~ served 

since July. 1915 has had an average heating value of only 550 
"!:) n .,.,. 
,w- ~. 1,,/. The ~re8ent hest content of the gas was testified to 
b,. !lr. :z. C. Jones, a1':Pearing 'for the Compa.~, and d.emonstra.ted 

by a lsrge DUmber of tests taken by the Rsilroad Commission's 

Gas and Eleetr1 cal D1 Vision in the Com::n1s sion' s le.boratory in S8l1 

~rancieco. 

~he reduction in the heat content of the gas was e.eoompan1ed 
by a corresponding reduction in the qutntity of oil required 1n gae 

~ufaeture. Mr. E. O. Jones testified tha~ a~ the then prevailing 

price of oil the msnntaeture of 600 E.T.U. gaa from fuel oil would 

coat at least 4.92 cents per 1000 cubic feet in eXCess of the cost 

of manufacturing 550 B.T.U. gas. 
~.b.e test1mo:ay shows that9 due to pec'tll1ar topographioal. 

conditione exiet1ng in Sen Freneiseo. and covering Wide rsnges of 

elevation within comparatively small ereas, end due slso to peculiar 
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conditions of distribution'resulting fro~ & consolidation of former 

competitive systems, a wide variation of pressuro under wA1ch gsa 

ie eupp~ied to the consumGrs' ~recises eXists in San Francisco. 

~o heat content of the gas and the pressure under v.(Aich 

it is delivered ~e matters which go to tne quality of the service. 

Accordingly, they are subject to the jurisdiction of the City and 

CO':m.ty of San :BTancisco under tl\o provisions of Article II, Chapter 

2 t Section 1, Subdivision 14 o~ the Freeholders' Cl:.~ter of Ssn 

~rancisco, providing in ~art that the Board of Supervisors of tho 

City and CountY' of San Francisco shall ha.ve power to "prescribe the 

quali ty of the service" for o.ll water, hes.t, light ~ power and. teleph~fn1e 

service. 

~Ae Railroad Commission not having the power to prezcribe 

the q,uality of the service of ge.s Wi thin the City and County Of Sa.:o. 

?ra.ncisco. the Comm1ssion must confine i tsel! herein to the esta.b1iBh-

:lent of ra.tes to be che.rged for the pe.rticule.r kind of sorvice which 

the Company is a.t the present time giving in Sen F:r:(.Ulcieeo. Ift:l:lo 

Board of Su~ervisor3 should ~ereafter establish a different ~ualit~ 

of eer~icet, as to eithor the number of hea.t units or the ~form1t~ 

of ~re$3uro, or otho~1ao, tAe Co~ssion could at .that time make 

such modifications in the ratos berein established as might then 

a.ppear j'W3t and rea.sona.ble. 

XI. 

aATES HEREIN ESTAE~ISHED. 

Z.ac rates which are actuall:y 'baing charged by the COmp~ 

to the 1llha.oi tants of tho Ci t;r and COUZlty of San :F:renc!.sc0, have 

hereinbefore been set forth. 
~e COIlll'any e.lso sells gas to the CitY' end Coun't:y of Sen 

~ancisco fo~ use 'b~ tho munic1palit~ for its public purposes. ZA9 
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rates for this service ere as follows: 

Single burner gas lampe, par night, each ••••••• 
Double inverted ga.s lamps," " " • • • • • ~ . .'. 
~iple to~ gss ligAte, " " " ••••••• 
Double glo~ gasolierB, "" " ••••••• 
Single globe g~solier3, ~, ~ ••••••• 

" " ", one mantle. per night, each. 
All gas used. by the CitY' in all public 'buildings, 

offices, ~a:d8 and public placGs upon a meter 
'basie,. ••••• .60 ~er 1000 cubic feet 

.o~ . 

.10 

.l5 

.1S 

.lO 

.12 

~e ratos oharged bY' the CompanY' to the C1 t:v and COU'llty 

of San ~ancisco for public ~urposes are not at issue 1n this pro-

ceed.ing and the present rates for this s~rvice will be permitted to 

remain effective. Under this Commission'e decision made on J~~~ 

24, 1913 in Case No. 293- (Vol • .2 Opinions and Ordera of the ?e.il- . 

roo.o. CoIO.'!Il1esio:c. of Ce.l1forma., p. 7~ 87), public utili ties' maY' 

grant free or reduced. rates to the federal end. sta.te go'Vernmonts ... 
end to the political subdivisions thereof, Which political 3ub-

~iv1s10ne include mnnic1palities. 

~he rentals che.:rged bY' tho Comp~ for commercie.l arc lemp$ 

have not been placed at iBZUO herein and no rentals will be established 

herein to be charged b~ the Company for the use of its oommerc1al are 

lamps. 
~e consumers ot gas in San :Francisoo me.~ be divided into 

two olasses, ~l~, the ordinary domestic oonsume~8 who use ga.e 

largely for :fuel pttrpoae s with s. small sm.oun.t foX' lie;h ting, and tbe 

industrial co~sumer6 who use large quantities for fuel purpos~e. 

Generally speski:og, 75 :per oent of the consumers use less then 3000 

cubic feet of gas por :lonth. ~he amount c,f their oOllStUnption is 

about 40 per cent of the tctal. gas cons:umed. :he :rema.1nillg 25 per 

oent of the consumers use the remaining 60 per oent of the gas.. ../J-SlokC
large proportion of heavy c,onstunars is reflected in the high a.verage 

consumption pe:r cons~r, whioh 13 in the ne1ghborhood of 40,000 

oubio feat of gas per COllS'Wner :POl' annum. 
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By reason of tho stoadily increasing prices of crude oil 

a.:::!.d other iuele, we are of the opinion that eo:ue increase in the 

use o! S$e for :fUel purpoaes on a fa.1rl~ la.rge seale m8.y be expected. 

On the other hand, the increased. cost o~ manufacturing g$3, due to 
-~~, 

tho higher cost of oil ana. labor. will not be cufficient to curtail 
A 

t!le ~ee&:i:\.'e use of gas. The rates herein fued ere of such s. form 

that they Will not materially affect the cost of service to th& 

various existing classes of the Company's conzumers. 
The testimony shows that discrimination with reference 

to the mill1mum charge exists aga.1.nst lll.9llY of the Comp~t s smsller 

consumers who live in apartQent houses and are eerved as a. group 

trO:l one service through a. bank of meters. The reasonable apport10n-

!:lent of the cost of serVice to these two classes of consumor& re-

quires that the apartment house consumer shoUld beer a smaller amount 

of the so-called. consumer charge than should tho ordinary single 

domestic CO%l3umer. We have removed the discrimination by estab11ah-

1:1g a minimtun monthly bill of 35 cents :Per meter for d.omestic ser-

Vice for flatz and apartments where four or more meters ~e cont1nuous-

l~ served in one location and on one service, while the minimum 
~o~tAl~ bill per 'meter ~or all ot~or domestic and. eo~rc1al 30rvioe 

will be 50 cents ~er meter per month. 
"'-<e 

~able No. ~ShowS the eost of sorvice of gas to the in-

haoi tsnte of the Ci t~ a:ad County of San !"raneisco • 
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COST (g SERVICE TO Il'mABITA:N'TS OF SAW FRA.Nc.rsco 

Rate :Baa. 

Rett:.m on Rate :Base 8. t 6.~,. be1ng the 
average CO.t o~ mone7 

" - .... . . .. 

J)epreo1at1021 J:aDu1 ty on Depreo1able 0ap1 tal 
" . 

lra1ntenanoe 

Op«ra.t1ng Expenaes 

helO1l 

Genan.1. A4m1n1atrat1:v. Exp .... 

ID.auTance and M:teoell.&neou8 
, ,~ 

'Cncollect1ble J.cooanta 
.~ 

!a •• 

Net 908t o~ 8erT1oe 
, , 

Pl'ofit t~ bring :r.~ to ~ 

!otal. Coat o~ SorTie. wi th 8~ retmon 

Deduot Cost of Gae to Redwood D1atrict 

COst o:t Servioo to San l'raue1eoo Distriot 
with ~ return ' 

Sesr0 t!!;t1on o:t C08t of Servioe to San Pr&11ciae~ 
Dietr.tot. :Based on S% Return 

Total 
.P:roduot10ZL $19M 9a 
J)1atr.tbutton 1 912 916 

" 

~ota1 to Coneamera 3 84'1 84'1 

Street l1~ttng - inol. 
208 001 ooat ~'f g&8 uee4 

Commercial .Arca 66 24.3 

Glt4.1f.t) !1!O~ $4,' 122 091 

t14042050 

88'1 4,68 

2S9650 
\ 

2l.9 'lOt' 

928 905 

1 3U 19~ 
,119' 69S. 

17 500 

!9 020" 

U3. "" 
4 09 &U 

, 236- 906 

" 275 "' 
l63 356 

~ 12Z 091 

.lTerage ;per 
)l au.ft. 8014 

42.~, 
41.~8 

84.1-t.; 



After careful eon8ider&ti~~ we f~d that the follow~ 

rates are just and reasonable rates to be charge~ by Pacific Gas 

and Electric C'ompany to the 1nhs.b1tants of the C1 ty and. County 

of San. J!'ra.:cc1sc() :tor gaB suppl1.$d. to them having an avera.ge 

hea.t~ val'll& o.f S50 :B.!I!.U. 



Ta.ble VII 

Appl1es.ble to ell elaes98 oo! oonsmners 1n the 

Cit,- s.lld- Count~ of San F:r:ane1seo. 

For the ~1ret lO,OOO ~.ft. per meter per mont~, 
~or the next 20,000 eu.ft. per meter per month, 
For the next 40,000 ~.ft. per meter per month, 
For the next 80.000 eu.ft. per ~eter ~er month, 
For the next lSO,OOO cu.:tt. per meter per month, 
For all OYer 300,000 cu.tt. per meter per month, 

}l1n1mam, MonthlZ" Bill per meter for domestic 
een1ce for :fla.ts and apcrtmente whero 
four (4) or :toro metere Sore eont1:o.uou8~ 
1:7 served in one location and on one 
serv1ce--~------------~~~~-----------~-~351 

W."itl'tZmll!ont:blzr- :Bill per meter for domestic 
and commeroial eerv10e other than the 
~bove-~~---~--~~~------------~------~--~~~50~ 
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~'ble VIII showa the anticipated. re.venu& wh1o.h Will. 

be derived ~om the rates herein e.ste.bl1shed. to·gether with. eOtn-

pars.t1ve figures of revenue- at the rates charged for the ,.ears 
1915 and 1916. 



Table VIII 

At P.s.tes Charged From :Rates 
here1n 

esta.b11ahed· 
1915 1916 - -

Revenue fr~ sales 
of Ga.s $ 3 953 92'1 $ 3,684 056 $ 3 851· 492 

~e1psl Street-
ldght~.Reve~e 18Z 001 193 281 * 193 281 

Reve%l1t& ~om Com-
mere18l .Are 
Rentals 38 883 32 253 * 32 253 

~O~ REVENUE $4 1'15 8ll $3 909 590 $4 07'7 026 

* Actual revenues for year 1916 from 
comp8.ll.7' 8 records. no rates haV1ng 

been established herein for muni-

o1psl. street 11ght1:o.g or for renteJ. 
o ~ oomerc18l. area. 

Comparative 
Cost 01' S&r-
ViCG fxoom. 
Table VI 

$ 3 84'1 84'1 

208 001 

66 243 

$4 122 091 



In our op1n1on, tho- revenue- shown 1n ~ble VIII will 

7iel~ to the Comp~ a ret~ of S per cent on the rate base here~ 

use·d.,. which rate base is the f8ir value of the property now used 

and-usefUl. in SlXpplJring gas to the 1:Ih&b1.ta:c.ts of the Cit,. e.nd 

Co-an ty of' Sstl; Fr ano.i seo. 

We submit th& tolloWing fo~ o~ order: 

o R D E R • ... ~~-~ 
Public hes.r1ngs having been.. held 1n the above entitled 

p:roeee:dJ.~, briefs having been filed, the proeeeding hs:V'ing beon 

submitted and being now ready for deoision, 

THE rwraOA:!) COhaMISSION :a:E:P'S:BY FINDS AS A FAC! that the 
ra.teS' c:hs.rged 'bY' Pa.cific: Gss and. Eleetric c.orrrpany for ga.s sold to 

the inhabitants ~ the City and-County of San FrsnQise~ are unjust 
and. u::creasona.'ble 1%1. so ~ 8.3 thej" d1:t!er ~om the :rates herein 

estab11she~ and tbat the rates herein esta.blished. are just and 

reaaoneble ra.tes. 

Baaing ita order on th& foregoing finding of faet ~ ~ 

tho other t1nd.1ngs of f'e.et conta.1ned in the opin1on which preaedoa 

this order. 

I~ IS E.EREBY ORD~ that Pacific: Gas snd Elec.tr1e Corrrparq 

8ha.ll, W1 thin twenty (20} days :f':I:om the date <>! this order. file 

wi th th& RaUroad C:ommiss1~ and there:after e.harge the following 

ra.tes for gas sol~ by' it to th~ inha.bitants of tho City and. C'ounty 

of San Frsne1se~: 



.. .. .. '~ ", "" .. . . . 

Applicable to Jll. Classes of ConB'tl'Iners 1%1. the 

C1t :v audCount:y of San l'ranc1soo. 

l'or the :!1ret 10,000 eu.ft. per metor :per month, 
For the next 20,000 eu.:et. por meter per month, 
For the next 40,000 ou.ft. per meter per month, 
For the next 80,000 eu.ft. per meter ~er month, 
For the next 150,000 ou.ft. per meter per month, 
FOr all ovor 300,000 eu.!t. per meter per mon~, 

85i per 1000, cu.ft. 
SO~ per 1000 au.ft. 
7S¥. per 1000 ~.ft. 
'70~'per 1000 eu.ft. 
os¥,' per 1000 au.ft. 60<1 per 1000 eu.ft. 

M1~ Monthl~ Bill per meter for domee~1e 
service for flats a.nd apartments where 
!our (4) or more meters ere oont1~oue
l:9" served. in one looation a%ld on onG 8erv1ee-------------------------___________ 35~ 

'M1n1mmn .:r'ont:bl~ :Sill per metf)%' for dOtles't10' 
and oomcero1sl serv10e other then the above---------------_______________________ 50' 

-45- 347 



~e foregoing ~1n1on sn~ Grder are hereby approved and 

ordered tiled 8.S the opinion and. order of the Ra,1lroat1 Comm1ss£on. 

o:f the. State of Cel.1forma. 

Datod at San Frane18eo, California, this. ~d&7 
of Oetober. 1917. 

:~tJ~ 

:iM~ 
__ 4k~7~ 
~~"4?:;::~ 
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