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Tuia i" a’ compl;:n. oy .ac C‘*J o’ Polo Al AuniC1ﬁdl

.qorpQraiion, asa;.st tae Pzlo ﬁltoaGao cex nuny,‘ corpo:a:zon, com-,
 §iéi£iﬁg thai‘the'preaent‘:ate Tor gas sunnliea io .nc dnnohis ?a‘f'
“’VPaﬂo'Al*ofis u:juht end unreasonadle, ond reoueatinc tnis Co
: mioqion 0 esuaolﬁsn & uu T and rea«ordb;e raz 2. The preoezclr e
“ is ﬁl.so ner houaana cublic ’eét ita ¢ minimum chorge of 50, nc*
méntﬁ:,;*aere ‘is'no. deduction for p*o paymenﬁ.“ .
| On wy Bzﬁd 1912 the“City o‘ ”alo Al:o 41 an électiqn.
‘c&‘led fo* tha purwoee i“'acco*oance with The provi ibns of"
' Cnap er 40 of taeu*awn of ae Specisul S wio*’ £ *ne uegisla u¢é
p U . .
of 1811, trarqfe*rea 0 2e Ruilrosd Comm szion oll '*ne c.my'" ;o
'7‘powe.a ovcr vub*-c ut ilizies,~1 cludz g fotet co*,o L':o 4{{ T“e4e;$te¥;
‘ﬁ on. uUlJ 2ord 71412 tMe Cit; of Pulo a0 Tile d-w*tn;.a_s‘"omm; zi rwl
| .ac n.egeau n*oceed.“ ;.'bﬁ Auguq- ~nd~~191~;/
_compar .’ilpd wit2 tue uommi idniﬁn of er to *"ziyfy !
lbyfésfao inc o) aaxainc scole xor g¢s ru“ni g,from‘}W.‘

imum.mon:n_y

ﬁl conguhe“s of ”l 40 pe*' nouc




cubic feet with o minimum monchlyt&harge'ofasozzrhc Clty of
‘PalovA;cOvthercaftcr on ﬁusu*t thh L91%, passed u‘resolution
refusing to a¢cept zbe‘ae*endant'ﬂ offer of satis action. '"nerca‘tér i
on or dbout Septermver 5tz 1912 tne ~ulo nl*o Gas Compuny ’iled
with ta« Super*or Cou.t o‘ tuis Stauc«z*‘ ondé for tae County o*
Santa Claru, & qomplain: 4gainst the members of cniw Comm.ﬂs..ow
which compiaivzi'ar,the'ﬁétitioner agked trat a xmmmwrit of
prohibizionViszue‘to'thiQJCOmmiszipn commanding Tae Cmmn;zsion and
mémbers‘zo‘desiét.and refrain froz fﬁ:zhe: proceediﬁss‘on\ﬁhé
compla;nt filed by the City of Palo 1% 0, and o ckow cauge iy
suckh writ vhbuld notT vecome absolute. Tnc Superiocr Cou.t uaereupon
i«qucd a teuoorary *e°zrai 2rng orde d-- Ted g¢.nct tais Commiga-on.
rae Commi~¢ion leea a generx* demuxrer wne*euvon uae mu 1e' come
on *orfnearing or the arcumenz en e aemurrer,'.On Deqemoer 1313,
19i2;‘fhe Superior Court rezdered its deciﬁ‘bn sus;aining;:hé démﬁrrc:,
. witnout leave to:ame nd and denying tue netmuio“ for a‘w*iixéf”ﬁro;
nivition. ‘Therea:zer'on December 21z, 1912, tke Gefendant ‘1lea K
its anawer denying The materizl sllegations of tne compla*n . Eﬁe_
Commisceion thercupb: et thae case-fo: reariz Ied Tor Januwery 22nd, ’913..
The heur~'r was‘héldfon‘zaid day and %0 zer dzys suosequen:\taeretq;
sud. the case waa'zne*eunon Suor: t*cu end ig hpw;readyltér decicion..
Ehe franchise under waicn sas'is-noﬁ'being distr b el in
?«lo Alto was granted by..he Board of mrusteeg o; tne
‘fown of Pelo Alto to D. C. Druffel zy Qrdinan¢e Eb,,lo5,‘on |
ep texper l?th, 1904. fThe franchize iz Tor 2 periqd ol fi- y years
and grss Lt” %o Druf fel, bis teirs azd assigns, théﬂriv ;ﬁzo-co%struc:,

-

eqnip, operase an&' invaic o gaa n’~ % the Towm of Pa;o nlto
anq e lay g_s p;nes for the purpcse of carryi*v gas *or lign

et nd ﬁower i* andé wlo g the public ctreeta ana tao*ougnfmres of
the Town o’ ﬁalo Aluo ané To ma“u’acvure dig uriouze ana aell gus
o tze insao*tanbs oF gheATown.h The Town ret ai. the rign._az I**!'

Tize after tne expmruzidn“of‘cen years'fro; «ne c*a“ 1n5 oL <ae

- fromeiise o 'jurchap_e" The gas man "'::.c:v.r ng ;a,lan‘;:_ ic r* ou‘::ing,

i




cynvem ot o price To be accerzainea oy aroitration, as provzded
tae ordirance.

D*uffel therezfter organized the Pelo Alto Gac Comnuny,
tae defendant' n this case, (Aercinaftcr re¢erred 10 & tze Gaz
Company), fbr‘the nurnose of exerc*s;ng *;gnza sr"*‘ed $0 iz
by:the~franchise.l Tnercafter on the 313. day o" oannary, 1905,
the'Gas:COmpany entered into o contract wita L. ®. Lowe for tze
installation of 2 gds dig: buzn.g vyste* "“d tle oui”d;nv up ot ‘t

business.of”such a system. It wes provided T2as Towe ‘stould conm

sTruct  suekh ystem and thercas ter one:aze zbe;same up“to‘Julyflst,

1507, on. wa_cb date he Was o se1l and del iver %o ike Gae Company
said syﬁtem‘togezaer with all,mauer;a_s on hand.” Léﬁé cgreed ihaé;
be would secure av least €00 cozsumers By uuly 153, 1907. Lowe was
%0 réceive-pajmént dccordins 0 a slidin scale, dene“d_nr ubon the
nhmbe:‘offméiers‘ln-ucuuul use. ox uuly lst 1907 a8 follOVS"

g 80.0olp§rvmeter up to and .“cluaxgg 649 zmeters

5 90.00 per meter from 650 to 749 melers '*ncﬂ"uive-”

“100 0C .per meter Ifrom 750 o 999 = eue inclusive4

$210.0C per meter Lfor looo neters and over.

The cou.‘~cz surther p*ov-qed That TLowe should‘eccure an ~ss*gnmzn.
id :he*Gab!Company 'AD*uffel’s,franchise azd o 20 in the name of’

e Gas QOméany con,rac"w:zn tnewUnitea Gus:andrElectric Company'
.aﬁpplyiné:suv {or uriouzio iz the Towm of Pa¢o A.to in tae
Céﬁpany's distributinghsystem., '“der Tais consr acu;#uowe oui;t
distrivur i zZ sy“te“ ana ope*a ed ke suxe Wil uu¢y 10t 1907

on wnicn caze tae 3 u.e:‘vas onveyed to tne Gus cOmm.nj, in uccord-
ance wita whe ;erms-o: whe co:trac . 799 .e-s nad veer’ ,ccuﬁed,
vhough Druffel's frw*ca.se p*ov;aed fo* tae’ con\t*uction
withaiz the Towd of Palo ito of & gas mgnufac,uri-glp;an* and, dio-
tr‘sutm g sysver, no plunt ’or tze mmnufac*"*e ©r production o*-gas
fvhaa oeen co“,trucved s, ni“ the’ lo"“;"rae Gaz Company'~ prope*ty
within the Town cons gts of ol diutr_out;-c systen on_y. 'Tne gac:
whichufhe Gas COmpany distrioutes is'wecured oy it from tar Pacific

Gas axd Zlectric Coxpany wnéer coxn tr¢ct éated Marca _d 1905 qeuween

s.—




g Compony znd I Uaited Gug and Zlectric Como any \:nc

in interest of the Pocific Gas and % lectric CO nany)

t:iz for a period of tea ye hrw, anq‘prov.aes Tant the

2 and lectric Compaony sna;l delmver 0 .ne Pulo to Gaz
Coﬁpany'at_:he latter's storage Tanks a.:Palovalao,a;*'the gasV"
required by trhe Gos Company. Tzis gas iz 10 ve of & quulzcy

specified in the contract aad s To be deliver d °z a presgu.e of

b3
_oe.wee* tnd t&-und'eighty soundz. The Cos COmounJ acree~ tofpay
. ‘to.tﬁe~Unired”Gas ané Blectric Compuny "s sum e_ual to 505

tze grozs income derived from tae sale of Tze suaid as,in‘tsc‘

«

nerrmtory aforesaid" (veizg the Town of Wulo‘ 10 = ”viciﬁity).
Tne COMmS, ani-s.arc 3%4ll operating under taiz cont Taet. I willloe
notea‘:nai‘tié‘éas Compony noys for ivs gae Hn ount cqu_l 20
50% of zae gross income derived from e sale of *%e wmonnt of\g£s
| recorded on :ne-Gﬁﬁ'Companyf: mevers. | |

| The Goeg Comnzny z2os veen umusually acvive n~goiiqi:ing
customers, wWita the result that in Decemder, 1912, i3 clciméd_:o,
'have 1353 meters in'ﬁse.‘ Zv cloimz o have 503 dﬁring the yea&
1912, 28,952,900 cubic fees of mas. s The vesuli of tae Gos
Cbmpany5s aeT ivi vy in sol:cit*"g ous*neu;, Tae pfopo::ion‘oflcon-

aumere tTo whe population i: unusually large. Si». L. P. Lowe, ZLalf

-

owzer of vac compeny, testified that P2l0 4LT0 iz one oL ihc best’
gas towas in zae worlé.
T;é raa distributed by tae Goe Company i semuracTred
’by vae Pacific Gac and Ilectric Compuny &t itz Zrov ero plﬁ;t_in
' ' : . . !
the City of Son Francisco. ':t'iz‘tgerc conveyed :h:bugh Twelve
?{12) inck main %o Martin svation, waere 4t io coﬁﬁressed;‘f i* .hbg
onveyed throuss a .transmissicn l_“e in o gcneral.ﬁoutbefhy

"f:f;' . direcz{onldown'whaz is o as Tae Peninsula %6 Re&wood'Cizy

{J

ondo thence 0y & ora wch transmission line to the szy ot o A*'

waere M*c: gas i~ delivered w0 tae Gas Company for 4 iOt*;ouzion.

‘The :ransmission line down tze Peninsula alzo del _vc s gas %0 oou
‘Son Franci co, Hur*-”gmme, can Yoveo, E soo*ougs anq “CdWQOQ vxty. ‘
. ! ’ ‘ | o
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Tae lengwh of the tranemiseion main o Redwood City is 23.73 milez

end {rozm Redwood City to Palo Alto 6.156 a;les. cho*o; g zo nhe

esﬁimate of Appistant Engineer irTanr A. Xelley of talse Comm¢ceion,,
taere were &2 of Sep:exber l4' 1922, 53,160 feev of two 1ncn mad
SQ,QéS‘feez oL oxne and one-cuw zer inc¢k nmoing wné 9 ~80 Teet of one
inch maing Tae Gog COmpa:y': dis:ribuiing system, und 1,095‘ 
services. Sdistridu *‘"g plent las veen curefully consirucied o

4

ie iz & :azivelf Jidel-1o8 gate of »rezervaotion. '

' , . ' ‘ |
L -nmow con sider Tie question of the promer value 0

»

ii Ve aasigned » the nuroose oF tuigs caeé':o tae Gag  Compuny's

p:operty use' ong, use.ul in tze pudlic oe*vmce."zvery effgf; potct)
teern nade O ¢scertw.. all tae atericl faets beax‘ﬁg'o* iﬁiz .
question. Under the CqmmigaiO*'s éirecsion, oze of,icm ez ginee

ané one of iﬁé accountanta made o careful _nvesvigazio

Ges Compunj'ﬂ plan end books 0F account. Ster 2

réfuza* to permit o of The books\of'

Gas Aﬁplim»ce Co_uany; of wanich company. I una*l nave =OTC IO BAY
Dereal a:, the defendant co-opcratea‘,ully wi:h ghe Commi cioﬁ in
presenting oll ke fact iﬁ-iis wossesgion. The fulleot opportun*tj
wo.s gives to tae Gas Couw | sen qrj eviacnce iu con zidered

moverisl snd the . : freely of uhmﬂ gl pme T

- L
\ .

chell atte T 10 ¢oneider e 'aterzhl acts oe.r ing on vﬂC proper

value,- g;vi g to eack **e we-gkt o wnacn I conqide* it *rO“ "e

v‘de rce W e entigled. :
. The zuthorized canital stock of <the Gag Cosﬁqny'has a\pa:
value of $200,000. Tae siock hae cll been issued cnd is Beld in
ecual Shares oy L. P;'Lowe‘and D. O.IDru fel. It was 2% ”i*w*
desired bJ the Company o have an uuunor ed bo“ded q-zdco..eaness of
$200,000.‘ Under‘zne‘law of <hia Szaue og 1T wnern vood, 1, qu;
ﬁecces@ry to ha#e3an autnorized é&pi%&l‘stOCK of zn céuivﬁléhf”dmodm;‘
ovn*“g av all wes »eid fo:_thi: atqck; Thilé' ne conzrac. be;ween

Lowe and the Gas Compunmy, ¢avted January 3lsI, 1905 mnd Aereinne'o*e

1




referred to,‘provided that 1995 szares of the Gan Comuaany's c*niial‘
stock should be iqsued 1o Lowe upon ecur.ng the ugrcc*e“t dTh .ae
United Ges and "lec.ric Company, yove et fied tnat wae Tai cd Gaz
and lec*ric Coxz nuny had approacked nmm 10 see wnetner i* cou¢a notb
gell h;z ;ae,@as‘andvb*uf el te¢zi*1ed verJ bipog .Aly vzazwﬁais ﬂtock“
rod cosT ain nothing. Tae plaz o huve s authorized bonded $n-
debzeone ofv$200“000 was.la&ez cnange@ 30 thnt tre. bonds:uc‘uaﬂly
ho*ized amount to ISOiOOO‘ Tace value. :‘*ne ooq so‘ |
auznorizea 86 oonds, nmvmng & face value of *86 000 vcre :*ﬁucd
to y; P. Lowe ags of Junu *y ¢U., 1802, in paymenu for tae Gas

Comﬁuny’ﬂ dis.rﬁaut;ng eysuem fo* whica unéer. tne co“tr¢ct Ar-
' }

Lowe was entitled %o reccive oo T ete* in oo dsﬂand ‘or «unbﬁxeu -

Ty

eStiﬁézéd at 37, 604.00. ;aereaf: r addizio al uond, of uaé face:”'

value o§ 10 000 we*e ae vered ogof *dnuary g%, 19 lo;p-n‘exchanee
?or pfém_,sory‘no.es oL .ae:Gas‘Company si#en iqvitc svocxholde*e
iz lieu of a'céén“ ,vide;d of Q’O;Ooohéécl;red'ou. £ u:plu,l*w'; 

Feb:uary, 19.0. There ore v presenz outstandinngGfbondz hav,ng'

a face value of £96,000. -“e oon d~ oear interect at The zate of

6% mex annuﬁ.
Taere iz no SQtisrac ory evidexce as to tae o;iginal

of the dis riouuing plent whick oz [uly lst, 1907 Wasicdn#eyéd-by‘
»owe %o the Gas Com =pany iz ezurn for oonds of *ne fuce "alue of
$86,000. Tae original recerdsiwhich would SEOW. he-ampun* of money
expendcd in the cons truction of the wDlant were desurOJed 1n tne

Sarn Fronci sco fire of Ap-il 1906. 4 beuriag on .aiz oues 1cn X
desire <o re*er Qo e szatemenu'f:lea oy tae Gas Compurny wiza\zhc
fown of Pﬁlo 2130 ag of Dece“oe. Sls:, 1soaL This tazemen' gives
the velue of thc naysical rocerty as 560,769.3C, and ,das ung*e |
o value fbr tuzizess deﬁelopme %t in tae amount of $20,925. ai. Lowé-‘:
tequified znat ze com nanj Therezfre “rsp L2 uad;tzons 10 %he
plant up 0 Decemver. 31~t 19;~; tae sum of @l? 555. 40. 333 I:havé
already sald, I consider uhe'ev;dence on ac point ol or.ainal cozu

to ve wnzatisfactory.




The cont of reproducing the properiy new was the subject

o; a ;arge anournt of ev*de ce. I sazll comsider *"zv metTer under

0
"

“whree heads, ae‘*o lows:
(1) en uffcturing wlant;
(2) rru“smission”syste:;

(3) Diztridbuting system.

(1) K;;ufgcturingiPlapt.

As I have'already stated, ize z@s distfibﬁted $y7thc Gaz
Company is murufacvured in the Protrero plant of the Jacif;c Gas .
ané Elec*ric Comvanj locatved 2 n the C_.y of Sax -_gnc‘ﬂco.q mr.
John‘A. Britton,\vige‘presidenz aﬁdlgeneral munager of the Pacifi'
Gas'an “lecuric‘Co wpeny, and o witzmese for ihe defcnd nx«-n tads
case, presc Ted to tie Coummiszsion o schedule shdwing tne vgiue‘of
the'P:Qtrero-plan:‘and of The wran 3mi. ion moins vetween .h;:‘blant_
and'the City of Pelo AlTo, axnd also otaer 6ata aLOWing the‘earningz
| &ené, expcnsés connec:ed‘therewith.. Tnc Ve ion pregenued OJ
.Bri R vas nrepureé oy J. G.’Whi:e & Company v.d represe;ts e
cosz‘of,reproducing zhe-prOperty new. Thig CODT SMOURTS 10

~

32,6503411 for tihe manufecturing nlsxt. Toic cost inclgdes'$ To%al

of 26% for overnead camges. On toe focte of <nis T oom

opinion tnat cnio perc,“tabe ssoula oe ~-edb.u:cri <0 15

Gas end dlectric Company, iz addizion to cla ,ming Toat

entivt led'uo inte*e,t av the rav £ 824 armuslly on he value of tke .
1anu renroducear“ew claixzed the righx o include in manu,ac,u.;ng”
osv "rfadéz*vonal item,fé: devreciation. Whéthcr T2is iz projer

will dep e.d lmrgely on the uze o which the ’~ounté annu"*;y.ﬁet

aside for deprect ation arc devoted. p2e) considerina Tain watter, it

naxeﬁ by o-‘G- ﬂhite

snould be borne in mind ThAT the vuluat on pre
‘Company-e tim¢te$ thae COLT TO reproduce “ew, wiereas

’ . vh"t there Tas cor.id radole deﬁreciatzon iﬁ“
iémounting‘zb aa ina as 10%'GanwLLV for certein

the plant had natructed eve*aﬂ veurs. ago.




YL

(3) Disztrivut 1n3 System.

i

To the Tzeory expressed Wy M. 3ritien, th T a3 lo“b ag
pl"*t can do ivs work, it siaould ve reva*d G- *o , L.e fixing

pUrPO2Es as'hav;ﬁg 100%. value, wzis COH“i sion camnot give adierence.

(2) transsission System. | - o

Tne vulu vion cloimed vy tae Zac ‘*ic-Ga foheled E ectric

Cozpony for 1ts transmissio: syceex Lfox znc Protre*o plhn* *o'P" o]

ALY properly chu*geac-e‘.o Tiae nedwood D*st ict, is $127 485. '-”

remirks Aude in tac preceding ; arasrapn wi:hyrefere:ce %0 ncrcenuagc

of overhead cagrges and proper vasizs for rave i x g pplv equully

%o this item. lur. Britton © i’ied toat in aiz iin,on tue li;e of‘ -

tn;q mai as Jeuween £i fteen and tw nty yesrs. It was,construgted"

ia Tne years’ 1905 2zd 19074 - | S

. -'TWo complete estizates of the cost of rebrocuc;“g Tae

Cas Comn**y'ﬂ dis.r;b° izg systex:, tose her wizn consiaer_o;c wd-‘
! i ’ ]
dition al ‘rabmen.ury evzaerce on tnic qu.sv;on,we:e-presen,ed-,

ne Cqmm.sszon.

xr..c.‘L; Cory, & witness for toe defendan t, preoen*ec .
connlete esvim mete of the cozt of reproducic the'p;anz odoy uﬂde"~
the'coné;tions Taat weré existent 2t the time the plant was conzt:uct—
eé;jin Qo far aé DOSsi ole- A.sﬁmm:ry of xr. Cory's,esvxmate‘of‘tzév;
cost of reproducing tie yhysical poriions of the: plén‘yét,this*basis

Compression s:orage tanks, fitting ipizng ,é 5,352.00

‘&I‘ee'ﬁ“"‘""‘i»‘.}..--...--...-..--.-----.-------“ . 09,-97 99 ;
Gaa services and regulivtors Or goveInors... e 565.749.
Gas meters. anq co,nect:cns................., 14, 302.90r
Teams, wagon 200l Bceeeccecnecaneocneas - TLELDD
Furmiture “nd *ixuureu..........;..;....... - 1,874.80

Stores q-nc Bub.)lies-..-....-no-on-.-.‘¢.-o- ’ : 835:-20'
Working. capital (k) edanennnniineettonnnan 0T

<>

:Qt&l---.-- ‘

75,672.96




In.t : est*maae, ix. uC”j incluges for edsdnecr~“v

ing,
“zuﬁervizion; toole, causulty 1n u_ance admiﬂz srrotion 1d;r_nu
cdﬁairucﬁion and interest ond taxesn curing consiruUCTion lzﬂlfor
‘street7main3vmna services ond. ror mete:s an *:em qffll%ﬁﬁor Tez i nz,
tore. CTpeﬂ ec,: tools =né oreaxﬂzc; ~uva*v~‘ ion, édministrazion,_
. ction ané carry;ng c'"rgez. xr;_CO*j -nc,udeﬂ
ailbwdncé 5 : ring or re-paving for the rescon,. ué tated DJ
’ thaﬁ "Lt would seem Tl z . of cutiing 6* puve en‘t.~
. oay kind ot tae :ime“your diztrid ! syszc* was i.ﬂ 5 ed WaE
‘no:cons4de rable moment, aliho ? n e tze 1 sying of yous di -
tribu ién systen considerao*c paving asg teen pu* ovcr .hem._
M. Arthur R.o Aelle~,.one ol '*e ass.qt&atreng;nee 5 of*
tne Commismsion, presented a.:ev*sed e mgle:e‘estima:¢5of the cost
of *eproaucz AE new, ag of Septexber l4v—, 1912; the’physical'
po z' ol zhe _‘la..t :‘ wae Gos Co.m..».nj, as ..ollows..

Di, ouci*@ nairs (ineluding V4eoo for prescure .
. u&“.;(.,}.-.--....-.-.......---.............-. 26,755-00

J:h.e”ﬁd.-e ""ec'".'"30_5-......-...-.-......-.-.-.-.. 4,911.°0A
- ....C'CQZ'S.--....-...-.-......-.-...-...-.---..'-'...-”_ 10,182-00
. Ful“'l .ture &..d. ?ixturesc----.--..-...-...-'.-.-.-.. ) ‘ ‘ 900-00”' )
ea....:} m!‘.(:. veniClev.--.-...-.---.-.-----------a--‘ ' 525-00

on
(1)
% 2 qerviceq.’.'..lﬂ...-.'...----.I..-..-.-.’.---..-. 6’982‘00’
% Tools, implemente and: testing EPPITATUSeacvacana 412;00ﬂ

: ' S 50, 447“00f

8} =Eng i“ee*l_u,‘~unerinteﬁde“oc oné organization -
: 10% of iteme (1) 10 (7) inclugive...reoca.s 5 045.00ﬁ
§9) Conzinge“c‘es, 5% of 4Ltems (1) %o (8) {inclusive. ~,775 00

10) Interest durin 6 comstruction, 3% of iz

. (Jo’ Uo ( } anCluq.-?e---------.----.---’-V-...- l 749‘00 .
(11) Q'COT‘CS 8..(1 ’Suy’):.l(...----'-f.---.‘..-.---.--.--.--... 8',7 00"""

To.al cost of rebroauction.........;...Q.;...... 3-66,845g6bf“
(1) » eving o e Torx. up hel-8 re-la;d................ : 58'856_00”'

”thl ¢coat of .ep*oduc.ion iﬂcluding navi g...., & 99 699.00 mw

xr;;xél ey testified with reference o Tze item for paving

that the iten hdﬁ becn ccleulated o tnat if vae Commivcion 8aw *11

- 9=




o include it as 2 part of tue cozt of reproducing the plant as it

tze facts vefore it. If the coat

i3 today the Commigeion might have

of reproducing tie plant zew were ke sole fact o be ;scéftdiﬁed

in determirning tie proper basis on wiick ’*x'rames, ;t mignt e

the extire amount for

e

. legical to imelude te“r;»g up ard rel Laying

Keiley. In

T Fapn
s

pavenent ted vy view of tae Iuct, Zowever

Tant otter'elemenzs,'includi & oripinal cos., sust ve conﬂidered uno.
Teas thé’amount"actually exnenaea by

&L,198. 24

e Gas Cozmpany for tais

purnose wes only ‘it would seem more nroper in deteruining

~%he bazis for fixing rates %0 follow the course ﬁu.suea OJ mr. Coxy

:nd_not %0 iznclude an ameunt for vearing up and *elhj;ng navcmc %

iz exceas of the swount actually expended trnerefor. .

It will be noted tThaT L. Cory's‘es:Smdieris-*14'829 96

higher Then xr.‘Kelley'z. ‘zhiu cmount, after meking duc 2 lowance

for tac verying percentagese for owvernead  charges, over'¢l4 ddo.oo

difference is foand in the ‘zems of compression stor_ze t_nxﬂ and <he

. e
-

gireet zains. will be notud tazt . Co*y est;mates tne comn

0™
At @

preasioﬁ'stordge‘tgnxz at w5,35~.00, walle Xel ley egt mates,vhem
t 5$4,800.00.

31~,, 1908,

Palo Alzo, dated Decaﬁbe*
| . ) Q
"4 uude"zround

Iz its rewort o The Towz 0F

the Gaz Company saowed the following item(

ges otorage tanxXs with fittings, regulators, tc., a2t $1200 eacu,

$4800".

Toe 5reuuest divergence iz in tze metter of atree‘ mains. .

t
~v,

Tithout considering overhead expexn sGizurey, the estimates of ir.,

Xelley zre o8 fbllows:

Ve ®

Cory znd =
Cory

inch pipe . 307
" - 23,5z
[, ]

- 36g

ir. Cory seems to acve relied large

Two inch moinz performed

and on a large amount of

'glectrxc.vo_ o*amxon in adobe ¢

oy the Cae Company fo*

work p *fo*med by uhe Los Aﬁge es Gas

Xelley
lég
187
¢

lyen o

vjobﬂof-ldying’

:anford University;

-\d'

reeus in ana ;bout Los Angeleo wzun :

compaxﬂt;vely little paving, wnere The o*iginal coats were 411




avsileble, ond waere o Tecoré was kept of Tue work as iv progressed,
ag testid iea 0 oy nim on page 398 of tnae .rqnscr p:.
Tith refe:ence o the Stenford JOb ‘Tae co .33 61§;iéd3
by the Gag Company wse $1,614.63 for layinmy 5,134 feet of Two inch
2in, or 3L.5¢ per linezr foot, viaich price *ncludéd‘éuperintendéﬁce
and depreciztion of tools. Toe Jeb waz zd= -,tedlj de.acned one,
. and st leasp g;?brtion of thc Laying wao done in mach zed or
 grave1led ctreevts. |
i:‘”refé:ence TO the worx in and apout dog Angéles,
of tne Log Angeles Gas and Elec;§1c.Co:5
poration's property wag filed with the Zoard ofLPubiic 'k litiééf
of the City of Los Anselec; b devail of :his'report-iﬁ so fox az
Avaffedzs':;é ¢ozz.§ervféoc of wrought iron ztree:‘ﬁ:ins'excluzivc
deing, nas been filed with the Commiseicn, and was introduced
an exhidit in thig coce. :z.xhows toot the to:al"coz:,'excluéivev"
of paving, and 20% including overhead expenzes of laying 4m r*ﬁch‘
méins,‘including'materials and lobor was only‘21-408¢g.'-a:3 item;
e owill be notéd, is withirz a fraction df o cent o? xr.‘xeilé&'s
zimate. *he‘itc"‘does‘not include ‘*e cosg of “enlucind :*eez _
,strf ce. ‘This cos t'Was‘es:imated o vary from 1.4z;per oot fo.
unimp:oved atreets 0 41 5y -e* f00% for "ﬂp SN rce:¢L  The
,evidénce also ghowse :hat en a‘praisal'ﬁ*cpured by 3 . G. Taite &
COﬁpanyvfor tke San :oaoﬁinffiv‘ onéd ?cwe* COmpany estimumeo tne

a

‘cost of loyizg wwo inck Bigh pressure gas maine in the C*ty of

sfiela av 23.82 pcr *oo., in the City of Selma vt ~~.Q¢ ae*
;foot a“a in Tae C‘ty of lerced &v 22.6¢ pexr foos. ¢~¢m‘equally_
convmdced srom the ev-ae“cevzn tazs cage that Ir. Kelléy*ﬁ estimate

on-two;inca pipc “~y be nligatlj low cx=d vf +T xr.‘“o“y'* ewtimu.e
.is muck 106 Bigh, - ..& I am ueizg the two izck main a5 {1lustrative

‘ | . ‘ . and Tor one
and will no? pause to snalyze tZe cost for c/bnd one-cuar Ter inch‘

ma-n., a8 w0 woich tae seze generul results will ’bllow.,

U, Kelley con;znea 2is ectimate o 'valuat‘on o tae

waysical elementz of‘thc”G 3 Comvurj' plant, oand did not undertake .

to place an cotimate onm tiac item waich iz variously called going

- 1l =




value", "going cosi", “development value', "Eevelonment cost",
"cest to get. the business",‘and by other names. . Co.y included
améunzé_for thé exp¢nse of orgaunization, cost oFf dverti~1nz and
‘ot;er‘dircci7d¢ve109ment expenses, tae interest on ¢‘pnjs_ca1
velustion of“abbut $60,000‘for 1% yearslafter gas'was_firszréerved
oy ihe G"G CO“ﬁ&uJ'” yeT ém'vandlzhe difference oetwee* the *eceipts
hnd oper ati xpen« es for tnlc L* yeax pe*loc a~ estimated oy a curvc
of :he growtk o of <ne company's buu,"ezs. ir. CO”J'” ﬂtimh e iﬂ ag
'follows:' | _
Orguniz Ti0n @XPCRGC.creccrantvoccnsocsenasanrssan L"Z,SG0.0C.
6% wor 1d years.on $60, 000cererencccrceeccsonnnena = 5,400.00.
Deficit or margin vetween onerating expenses and .

reven ue &ver&@e fO"" l‘ ye"*c).-- LI ] o--o.;-oac " 6 000 00 .
Expenge,ladver 3ing, ete. in developing ousznegs. : 000 00¢_

S R $ :.5 soo 00

: , . | L
I would cay in pazsing thut the item of organzzut on efpen e se ﬂ zo

"

‘duplicate the iten o’ udminietrat;o“ during co“utruction 4lready es—
, ' _ I
timated by lr. Cory iz ais phaysical & ramsa*. '

’ l

Iz shie connection I dezire 1o quote from :Ze’dccision‘of

Tae Vizconsin Reilroad Commizsion in the case of Sus ‘euour 21
Printing Comna“y V3. Modizon Gos.and Il ic Coxpany (Vol. IV

ssicn Reports, 501, 577) as'follqws:»-
: . H
rInvestigationsol tiae facte ianvolved mekes 100 -
quite obvious that justice vetween el -nve"tor° on woe
orne naxnd and t: . consumers on the oTher requires: that in v*lu‘ng
Public utilities consideration saould ve giver To the cmounis.
expenced vy .ne.fo*me* in ouilding up vke Yusiznese ol puch planta.
;h;s is especiaﬁ*y rue waen the earnings of & utility have
not beeun -sufficient ;o‘mec Teason ole expenditures o..develop-
ment of the business and vesides this cover oner&*iug experses,
depreciation, and reasonaole returnson tie invecimens. Xoo :
Ppuolic. vtility cax de & poying comcerz . until it naslobt_ined a0
paying business. 26,~ecure enoug~ takers co taat -the revenues
ovtai ,ed,frou thez will adegucotely mees all reasoncble ous luyz,
is o mptter tanzt-usually reouires voth cxperdi:uresund time. -
Compara &vely few »lantz are tzuerefore paying at fircst. ‘acvera_ \
yearz are oftez requi*ed To obtain cuztomers: exn ougk . fo~“ paying .
busgiz ess. ;n tae meantine tze plonte nave: 1o be. xeps in opeT-
ation 'shd tze lozses fron ucn operaz-on m“de up. vy invns bog TN
Tken thege ’o seg are due 0 ‘suca delays in securing vae
required amounv of dusiness, wkich cannot ve relsonddly :
avoiaed and haove notT been coverﬂo By subgequent. surplua earnp
ingse 4% ig. difficulv 10 aveld the conclusion that they Zust
also ve regarded as one of thae elements. z;a:_s"ould e conm
sidered in appralising the plant and fixing treir rates.
If fnvesvors are 10t compensated for zuck lossges eitaer
bJ being allowed rcagondble reiturng thereon oF .b.oush‘
surplus earnizgs, they will ot continue ¢ invest
woney in planta of tkis Kind. Again, tme izvestors would
geex L0 e entitled 10 sucL coxmnensation on tae c:oune o%
equity clone;.for tiese loases cnter'.ﬁ.o‘gne coat of the
‘ B T ‘ e




’

serv-ce and,under norzal conditions, it is only foir thzs

oy A

*ateq char*ed for the services zendered are fixed at o
level taav ;q nigh enouga to cover all reasonsble costs.”

i
[

'Tna:‘ nere are cert_i“ actual costa 1ncﬁ:£cd-i$'develbping_
tae business during ivs early stages, for which c05~s .ne ue 1ity‘f
is entitled %o be re-imdbursed, juss do clessly as it ig ew.i..lcd
a return on the physical portions of its ‘»lans, see*? %0 be 00
obvious for argument. The_invesﬁér‘mndz 20 inTo hizvpdcxe: ﬂ; zeet.

*é kind o;”cos* jus; as‘cle“r y‘;s toe other Trere a&éfﬁwofv
ﬂcaoolv ox tnouunu with reference fo :he nanzer in‘which'the 50~
cglled "going.concérn" value oF "dcvelonﬂc“u dost".ynould oe met.

The sﬁéportérs.ofﬂonc echoo* are of zze "1ev ThaY .nese i:eme ~ﬂoulﬁ‘
- ve added To capiigi~gécouné,-while zhose‘of tZe otler 2ch001 velieve
?3;7‘ . that they should be teken core of by rates aigker thaz would §the:;
wise-be iﬁ esfect, dur g :he'fifs* years of tze u£i5i*y'é_exis£eﬁce;f
The diff;culty wizn the firat view 4is thct its adoption Qll :esult.ﬁy
o the in creaee of tkze pe*:ﬂnedg cupl.al accouat und ne. coﬂseouent

%3',‘ ‘ naymenv o_ ni@aer rates fTor zll ‘ime_zo coze. The dif icul Ty wi

2 - Tae l wer vzew is wnev it casts udon The pa«ronadur¢nu The fi 5
years tie duty o. baj rates even algzer tahaxn tke usuul rel ive;f

.:.ign rates waich- ar'e pu & at %ze outset of 2 utilis y’- nis O“J- :
an of Tee opiwio“'":lu such cqz:s,_lcgitima:ely-ana’wz ely -ncurrea,
shoula ve taken ccre of*in :o way, ouv the'exacz‘me._od uo-be
purzued,,and ne ext “.‘,o which_consideramion gaould be'givcn‘:o-
such items‘will depend ﬁpon ua. fdc:s:of eaca jarziéﬁla: éésé.“::
night vel* for insza:ce; szat if the uzility *s'unwiseiy'con4
cedved or suruggles againz wrusual diff cul‘ieg, the cog t.offf 

: developing the bus ness i*cludmnp tae ecrly ’onses zay run wp o
almos: tone env r valuc of the PRy ical_plhnu, 1f not iz excc
tnereo .u' may nappes also ._at wh ie i* one C&Se tne u&di io“fof
these costs to’éapital accouu* 2igat e perfec rﬁair, z“ a”o
cééé duszice.ﬁii requi:c‘th*  cne3e cosTs e re-xuou.sed ou*'of

ﬁigher',utes during tae first few yearv, or «n somc combznauion

. of ‘hese uncor*eﬂ e udObved.1\;n .ne nre«enz ca e in 31v c con—

: o . -~
i’ . - A-s -
' ' . !
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sideration to Lx. Cory's esztimete, 1T should also ve bornc in mird
‘,that*6n Januaryﬂlst,'1910, veing szome 2% yesrs after ine Gaz Comr,.J
tookypwa:'zhé plant, o dividend of $10,000 o;? df su*p’uu_carn~n"s
woo Geclored snd tAst the amownts waich have bees charged off o
deﬁéecidtion h@ve'#dmittcdly been lorger than znece: ary.g Zn 'indin
tae value To be . usced oz o basis for Tixizg raves in thié?casg z
shall give duewéohgider¢tion o tae element of going Concerr value.
| Withiigfé&enéc 70 tae value of the nlant7in:ifs pregent
ondition, or tae cost of reproduction less aeoreci t;on Lr.
Cory p:esen:éd ho.es:imaze. "* Kelley seached vac co“clu iom <kat
. the fatio of ine opresent condition of thae uisc:i uzi-g uj :em 13

The co~v'of reproduction new ic a*croximately'77¢; The fact Thet
P ‘ / =k

tne pronertj 18 70t new will Love material bearing in ‘determizing

the proper basis | g tze rate in This case.
| q*est;oﬁz, i‘dcem\it
comﬁent on the very impor:e and :cspoﬁsiﬁle position
6;‘ engineers and othaer cxner:s - befofg ihis Cozmiézion
in marters of va_uut*o“ and in : : 's affec:ing wublicw
uc-ﬁi;ies. On the accurac; os iy timonj wzll denena 20 &
large ext ent. the Juse so;utio; of many of .he oolem* prezen ed‘zo
e COmm.asmo ”'~in order tkat the Cormiszion may be foir in 4to
dccisicns; ;:‘mnst znow the solute“truth.wl* deﬂzre to cxﬁress
the’hqpe Thet 21l engineers tc 3 the Comma: 1on wi 11
' ' a*c“ function : “ ncider :nemzelvea‘;n so,far'
zeitle a3 w;tnesses mov for iae party w;o Cal’ﬁ t-em vut for .
‘ u‘aﬁe of Californiz sworzn to-tell ‘“e COmm zion
*%e veeT of their 5nowleage uné ¢ozli:; | *ac'Cqm- 
froz. iz <o ::me 2ave occasion 10 cneca ove* thé:
the various enginee*e_ﬂppea:’“A'be,ore ig,‘an tee
Tae Commis«mo“ will u,ve 10 the t-ztimony-o.“iﬁe;e

various engineers and oThA«r emperts wiil Gepend very Loz axgely o Low

closely the estimaies and other testimon given”bj\tﬂcm cﬁecﬁ u;




with want tiae Commiceio“ ¢.ter due consider“uion ocl*evea To be Tae
truta. I om 2op e’u”‘:aat be‘ore long zae mnz neer who secks at 2kl

. i mee 10 sveak vne ubsoﬁu.e urutn wil e tae o“e'mos£ i:fd¢mand.‘

oy nuclmc uui’i.ze in cases pending oe*ore tnis €

| - Tals qumisaion wiil seratinize the teztimbny‘of'ita_own

exzi necrs xith‘the e me care r;:s "nicn i*}exaamne “zhéiiéstimonyyof
'othér enmirce*e ceavifvz e be;ore it. The facs tout one of the

Commissi n'sveng_neers reaches,& certai:.rezult'of"uzes’a,certdin‘vi
‘,ne“ce taue or.aQOﬁzz a_éef:ainytheofy iz oy zo means'éonclusive on
‘the'Commiasion. Tor inztanéc; in the present case Ur. Kblley'éut”‘
- of an agnare v desire to e &3 least fair, Ass alloﬁedfaw foxr ron-

tiggenc;escto 1ake care of items waick might have veen over ;ooged.

I nove very serious G.oudts as o vitether iz : <he coz ‘o“

‘ , N , , |
:pproducins" proner:y new, whe 2ll the items wn&cn we*z into t‘é
'pro erty are clearly ascertain_ole any al owance vhﬁtsoever ﬂaouid
ve madg for tzis claso of con ti enc*egﬂ Sucn.ite;s,az_;axqz .
‘~insurance, however,;qaould ve uaken care of. Taere mayﬂbe‘reazoﬁffér

some ullowance for convlwgenc‘es in aﬁdi:io <0 taxeﬂ'and insurar q

wngn an;eng.neer is es timat.nv tke ¢os% of a plont va;cn‘*z_zo oe
'.conetrucﬁed J-1hY ve*J li.t-e viaen :za p; nT nas ctu.l;y oeen co“-
.:struéted axd the sole question is waav ' cogz to reproduce zac

existing[plant zew. It skould also e borze in :ha:'pe:cencaze

adopfed Vg *“e Commission as fuir iz one cige wiy be found not to oe
‘fair-in;another. Toch case ﬁuzz Se sudged o;ﬂits ovn erits.

) I aave now coucidered e Jrinc.pul evidence iz this
‘bearing on the guesvion of Te valae 10 be & izne@v;o.tze plﬁnt‘fdr
the pu:nose‘of”e ao;isain -,he *ate'of ;” he cle*en.y 20 ’
e co“gigcred iﬁ est bliyn.ng the rates of comp ens tien o ve coble ;ed

byiz.-ﬁ porvatzo“ comp_nies are lzid aown pol “ne ce e of ym.n ve.

Amez, (169 U.S. 466), in which cuse the cowrt at paze 546 uzes tze

( . .

following 1a.guage;




"We hold, however, taat tie vaszis of wll
czleulatione as to the recgoncolencss of rotes 0. e
cherged by a corporation mainua;ﬁmng‘a,nigaway under'“'
legislative sanction musz be the fair value of tke Hropers
being used Ly it for tne convenience: of the gublic. And,
in; order vo ascertain toat value, the_original cost.of
conzTruction, <ie. auouﬁ* etpcnaed in peruanent improvements,
the cmount ond market value of its oo da sad svock, Thae ‘
nresent aﬂ,compared witn %ae orivi al cost of conscrucuion
the probable earning capacity of the property wader

Coparticular raves prescrived by statute, and the suz. reouirea
to meel’ operating expenses, ore all mat ters for cons ider-tzo“,
and are to-ve given “gacn wel ga. ag may be Jusy and rigat
in each case. Ve G0 notT sLy ThZT TLETe WAY 1O ve o*nar]
zavters to;be~re5arded in ez imaving thae value of tne ’
Property. Vaal the company is entitled to 2sk iz 1"‘
return,upon tae valve of that wh,c” it emnloyz for t_ef;
puplic couvenilence. On whe otaer nand, want the public
i3 entitled %o demond iz that no mo*e ve. exucued f“O”"t
for. the use of a publzc n*gnway than tae serv*ccs re*de
.byi* are reasonc oly worth.s"

macee saume t63%s iy ve conpidered in cecertain iﬁsyth‘vbasis‘bn waick
%0, estﬁblish The rate o be charge By otacr clagses of uvilitie.
.,unuil tne Sunren ze Sours iloys down cnother Tule. xp :;udfﬂ tac vuiae
iz this 2av nc:déred all zhe\eleﬁezés‘refcrrgd;té_qyw;as o
- Supreme . - M3 Vaey aave beéa v:esenzed‘in theﬂevidence"
2 tais 5ivi:g each suck weisnr as i eened 0 mﬂriu, rith °‘;
2 dcsire To find a2 valué ﬁhich‘ehbuid:
4‘carefu1‘con:idera*‘ = of. axl tnu'*acuh x a ' ﬁtha: 3& ,
falr va¢ue of tne nronerty of .ne.aefcndan: g“ éefﬁi fof X
‘public service as dieclo*ed oy tne ev,dence in “'~ case*ic‘not
n exncess oF the sux of 26%,250. OO.‘ |

I chall mow consider additzonal elezents iz the grébicﬁ;
namel?;-mainteﬁéﬁce, operdiion, depreciamion;_inze:est and #axes.
I sholl follow. the gen e"él p%gpQ which:I‘pursued.in conneq:iop_

-
)

with ascertaining the velue of the different portions ofhzhesplan:
T system used in'the,manuracture,'distrfbuﬁion wnd «ra smios_o“

of the gas..

(1) - Monufacture or Production Cozv.
The Pacific Gos mnd Zlectric Comvany gives the samual €ost

-maintenance and operation of its Poirero nlant ag $924,251. Taere

‘no data in the evidence ox wiick This item\ma* be questioned.
The co:pany algo’ claime ¢ e of $63,722 for depreciztion. The |

;-

-. 15"‘-_-;




comnany cannot consistently ask for 2 return on itz proyerty as if
it were new and alzo expect to cev aside a deprecia:idn ruhdg‘ The :
company also clazims an itex-of & ,585 for int erest. ”hio iz
inunr : at the rate of &%% on tze cost of eproduc*nﬂ TRC HTOHETTY
new, us renorted by J. 6. Taite & Comper In *ep’y to the Com-
missipn's in ;rj 42 O NOW The percentape was arrived ut, I:.
Britzon testified Tzat tae company solé its 55 bonds ot 85, nd
toat waile zhia amounted 021y o poying intereé: azwzbé':ﬁﬁe of
v5.88%';here‘was a brovisibn in vae Company's doxnd morfg&ge«to The
| ‘*effect':hﬁt no aéc 'uion¢l bonds maj Lzaue ﬁn il thc comn*nj ﬂu”
earﬁcd L tMmcs'the anounz"of‘the vord ‘*tcrev.. Toe . aiscoun. ox
tze Donds aﬁortizéd over tae Life of tne bonds br ngs,thef““*u&;
coct o 6.1%, and ehdi ng uhereto’onthalf of e 5% mokes the 2o££l
of s.sz. T om not at all ;mpé:cs'sed with thiz Lline of :eusbnihz.
-ii ﬂ*o ity In elffect to’abking‘the puolic to p§y additioﬁ;1‘:ate§
30 aé 20 br*“g the ea*ﬁings'hp 1o oze azd a nelf tiﬁes':helbondf
iﬁteresf,’which:éarni gz are then T0 e c¢nzta zed def&elas th§'
basis of future raves. . Hockenveaxer, Audmto* of the

d Zlectric Coxpany, estified ket on firag-clazs mortgages in

‘San-Franéisco—on'larse projects bonds sre deing issugd béarins

ins erest, wpile ,mallcr loxns cosv 7 or 8p.,': om convi:éed
item‘of'inte:cszvas cl'~"ec by whe Pocific Gos c Mlec.r_c
is-in excess o* zne aouvn iex ;;ould e allowed,f COna;qerﬁt@
thege various 1tems, x“cluainc taxes,,and Yearing in 'ind'a iobz
east 14% in tramsmicsion from :hel?otrero'plaﬁt %o é‘me'
Qioiultﬁ, I finé thazr:he.éost of producing :hé:zas whicz‘:sj"
‘aﬁ&éégﬁitei delivered in ?aio Alzo, _ncluazna lﬁif“return on the
in&estmgn;, iz not %o, exceed 0. 694¢ pe* % and cuo*c eect. Iﬁ"
‘makins his firding the Pacific G;z ana dlecuric ”onnany'e ezﬁ;mate
of the cost of reproducing its proyerty new is Taken w..aou,3
question excevt az to the item of perceniage Tor overhead e;penocs.

[
[




GAS: .

. Gag- Sules - 43 429 35
Gag Purcacces 2L 714 68 ‘
- Gae Soles Wages 4 615 40
Gas Swles Zxpenge 1 224039
nenv 260. 00
ve“crul xoeuse 770 03
Insurance - 109 20
Properiy, Rent 528 67
Prooerzy Rebui 8L 20
Tranczise =r*vilere‘ 774 3L
Legal Bxpense. - 765 0%
Advertising ‘ . 225,
Interest 1. 20
{{icerts Salaries 400 00
Neter & Governor e
. Repaiws. - 12375
Develoyme : 203 23 33 574 45

R f *'*scz.z.m\.,ovs CRS:m

Servxce

Discount . ...

P*eviouﬂ ”%a_ .
ciae*zal Recelpts

LTSCE I.Im. OUS DRS:-

| Dep*ec*ezion | . 240 08
‘nCid ’.'.'..Tn?nl D—H- .
fou.se enx ' 44 Q5

190 20 . 4 474 33

1473 36
5 760 OO i

.,.az. Toss & G...ir. ‘ 1233 34

otal 11 712 69 - 1l 712 69

Tae ite* of zos soles wages includes W
thelgene 2l mar ﬂager o portion of whicza saould nrOperly e cbaégeablcv
'td zhé-? lo A“ %0 Ga« Appliance Company, & zuds aiury corpor zion ot
the Gas Compoy y formed for wze purnoze of,hanalins-sus anvliancee‘and
of insual;ing vhe scrfice connections inb‘de of ihe Dropc'ty line
and«'c;he meters. The defemdens insists “aev it is nov imendcd Teet
“th‘é comoany shall make a profit, wut that tne comnany was orca“.zec

a5 a ma ter of con ven‘eﬂce ©o perlforz gervi ceo wh,cn .he Ga* Comnanj

- would 0% Lerwise jhave 0 perform.' Tae snrual *epo z of tae Appliwnce
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Tze ”acmf;c Gas ana Elec*ric Commeny clain 5&& ’tem of
,800 ‘o* mﬁﬁnuenauce axné ope ation in_connection‘with);he
ran mipﬁ-on of the gas fro:':ne :6trer6'plan“ 10-Péib.ﬂitd;v‘rhis
i~ undoub edlj muca nigher taan it ghould ve by *eason ol 13
T vhnt an o oue nrovo io*' £ tae mainvenance and operation

nces ot Xa:zin Stwtion aas veen cegreguted to The ?en-nsuku

The acuual cos« o; muzn enancc

. properly chargeadle to the Redwood District, shkould mot be iz

exceas of £56,000.00. To be very liveral, I ez conSiaériné it~a~
$e, OOO 00. 'Thege itexe in common Witz 2ll tke o.anr itexs p'eﬂe ted
by'pae ﬁaci c”Gas and,Elcczfic Company, are subject to rcvisioa,
if they should‘bécome relevani iv any future o»r OCQFGAuBS vefore
tzis Commigsion. The remurks aereizbelore made under the nead of
production cost with r‘rerencc 70 interest and depréci"*io* annly
equélly %0 This @ea ing. The Paciflc Goe and Eleczric”Company,
' annual itex of 58, 734.00 for deprec ation. Taiz is
and_i° undouw ovedly'too nigr. | ,
I find fro* tne evidence in 'his coae thst on o very
‘Liveral eztinave tne trane ission cozt of Tze gasi enufaciured in
the Porrero plan: ~nd Thereafter delf ve*ed <ze. consﬁmcrs of tze
 Gas'Company, including & fodir return on the inveétment,-is_no: in
exceas of 22.76¢. “Tze co2t o £ mroduction and tran-issibn‘ia con~

»

sequently 20t in excess of 53.4547 per thousand cuvic Teet.

(3). Diztrivutior Losts.
Tae trial belonce of tne company for tae year 1912,

The mozslk of Decexver, iz reported by tae company s




Company Tor tae &car =912 shows a’profiﬁ of 41,100.3%, o %he
assumption Taat tae annlzance~ on hund waic ere of compdrativély_\
omul’ vulue, are womth Waat tiey cost, ond tacs zherq;ééandinc‘ |
accounts‘of :ae,counany are geod. Az %the general ~'~'~"'n:3.@;'<e:'v'c>‘i‘ The

5 Company devotes a conzidersdle mortion of 2is time to tae .

-

Appliancc.Company;‘of waict company ne is also general manesger, an

equitable portion of hia salary saould e CKErgcd toTihe“Appliance‘
Company, thereby'dccreasinz'to ,a;t extent the oﬁeratin@ expenses
of the Gas Compény; The some iz true of the i;ém,of‘: zt. The
testimony chows tzat the front poriion of the svore is défofed'to
the.Apnliance_Comp;n ,‘and tzcé a la:ge portion of Tae Lloox space
- is devozed 0 thai company.  The sume 003 e*vut.o* annlies to“

-

‘ze me in tne expen ge zccount -nclua ing the iven of offi e:sf
| ﬂalarz#s umounzi;c 0 £2400. It may e said iz pa#singi  { :zpe
total of itexs wxich sao uld be char 5éd <o :he Applisance Com@aﬁ&
;n case th&v com pany mude a profi* $0 Th2T extens woald oé,xﬁ
excess-o*,tne App;iance Compory's net profit for x e year endin
December.s;:t,'l9lz. The it e* of £765. Ob Loy legal ’exnenge coneizsts
noztly of expenc@ﬁin connecu_on with two suive 5n tztuted bJ tae  '
Ga~ Comp“n , one againet & e City of alo nlvo and one‘agazns: 2!
R:ilrpad,Qommission;'tofprevenc the public autzori itieg £ om f*xinv 
des . rates. A utility acs, of coursc, The **~ﬁz 20 a3 se“**

its ri@a € in courc in eace 2 pdblic au ne ureated 1T un-
just.y s unﬂe*gtund =hot in the sult against tae CLty o:-?a* .

&;uo +he ui,y nas vr_Cticully confevsea judg:e“.. | n-ihg‘suiz

040 2% zqe R,alro 4 Commission, nowever, o p-evéni‘:ﬁe Railroad
Commission from exercizing iTe cutnority under thc,law;‘the‘Compt
miseion wag Suszaiﬁed in court. I am disinclized "“uar *“ese ci
cumsﬁances To allow any smount for the legod exnenses "curred in

ghe suit dgainst ;his Comnission. O:herwfse wuolic ut;l*ty coulé

puy cxpe“give;legal Tees in zceking T0 prevent ) 1aw£ul *egulation

vby public authoriv ané uhe* nake tze public ey .he oill.
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Thé itexz of denreciation amounti
frana.y admitted by r. ,ovw 30 be t00 kigh. Thether or not &
util Ty mokes a profit very often depends on the amo**ﬁ of ﬁhc
i:em chargea 10 deprecintion. 1f_ convinced fromg:hé‘eéidcnce 

e thot the omount n*opcrly chargeable for depreciation

il

not in excess of %2, 748 OO.ﬂ

Th19<$ringé me & Goncider stion of tac fincl guestion
thg’cdse,5namely,,the‘§mount of return to ve allowed'zhe Gasz
‘Cdmpany.on ';3 913£*‘ Wo fixed percentage op caole to all” ca~e°
{jand-él4 clesses of uy 1¢iwies can be establishea by‘wh;s;voznizsion.

| ﬁach ca ce muuu oe Jcheo on its own = ﬂefits,":: ﬁay well 50 “a‘”
2 wiiliey iz one community woulid de ¢nzitleﬁ‘to.one rate of rezurn'
waile o similear concers in aﬁothar.cominnitj;woﬁld-be enti*lédﬁ4

v

a ifferont rate.~ It.may he that 2 lox ge ond solidly e ished

u:ility vill‘”o* oe'enzizled T0. 48 hig;’a‘r warn °s a ~""11er u.il;ty

w

waiceh Ls struzgl;ns agalnat adverae circumst.nce T_e moz. ,ba'

]

can we Swia by way of general princinles is zna ne’ rﬂturn snou;d
tae avercsge return wkicn is earzed oy ot ¢:‘c+asses.
the ‘same degﬁ#e of zuzord in tne saze coﬁmuﬁity;‘
seion in fixing e ra:é of rc.* X st ve lmoe.u*, le
t00 gtrict a policy resulﬁ‘iﬁ‘ﬁurning capital o o.ae* ’1eld~ of
enterpgise. ifornic needs aevelopﬁe”u Yy P o’ic wtili ies,
and this Commis sionte 'licy s70uld be 2 oroad and lioe i oﬁé"eo
';‘as'zo cncouraEQ' rpivol oraéVe,oP e 3% aue 01 legiv imute puol*c
| Tility entorpriéesvwhere neceded. Tae ommi clon sno“ld Ve
careful not %o verzit an ienflavion of prices in ascer.ain*ng
value of ke proéertj'of a public wsility used and uze*uf‘fo:_zae
public pﬁrpose, out should,be Liveral iz eztdblichins‘fhe_ratc of
return on szat value. Bearizg in mind all the facts of thiz case

&0 chown by the evidence, I find that a rate of return of 8% on
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tae vq}ué of'the.pr§pe Ty o’-‘ﬂe Palo Ll Gdsﬂcdzpany uéed_an@
uzefulvfor the public pu:pocc og Lixed berciﬁ;' ‘

and equitaolc rate of reuur“. It anything,'the'“

recason of thc fact tans the Comﬁiccian hos veen =

i“ estgo;ioning ,be bacis of Talue.

|
Tae coniract beiween the Gaz Cox mpany and the United

Gas ond ElectricICo"ou"y can not svand as apa ~z‘the'power ol
this_Commi#sion, u:de; the Conszit Tion and «he Publ ic Utiliti
Aé;, to fix juét ané. :easdnable raves. cherwi:e,~a utilipy, oy
eﬁﬁef g into comtracts Witk thi:d parties for tne‘suppljﬂgfvitS‘
‘commodizy or otnerwise‘could cffectunlly nullify tae powerfof Tae.
otate unaer uheibol;ce nower, o suocrvi:e ana.regulaﬁe"its‘

,nuolic uui’i.ies. 1 2T 2380 Sesult of «aiv dec ‘oh

e

ot

_p;gties o tne contracy will mazke the necessary mod*f i ns
thueré#h. |
- During the year _vl~, tre Gas Company s0ld 28,952,960
cuoic ‘eet of zag. I ' T2e coat 6f dietriﬁutins,gas‘by
the Gasg Com;anj,, taking izto consideration all moteri al elezents,
inhlu&iﬁg a fair return on tae invesgimeny and Taxee, 1, ﬁoi
reasonsoly in excess of G5.837 wer 1houzand‘cubic‘fee:Jj Addinc
this wnounz T0 The to.wl of 53 454z Tor munuf&c*"*e und tran mi
gives & total of $1. 19284 as o liveral outzide cos inely ding:a
_ fa:r return oxn the inves::enz, per thousand cuaic feet o’ gas yold
Talo ﬁlto‘and ike cdjeceat territory by the Gas COmpanj. I have
zriéd .nroubaou; To ve af Lecst fair o the Gag CO”punJ- _;, may’be‘
that e rave Zereit establiszed will kereafter ve found <t
eice;z of a,reagondble,fdte, our I ﬁhi:k it ﬁiser zo éf:,ﬂ o
{dnf‘h  :” :  ' 8% l . ‘ _.ﬁrticﬁig:iy'inﬂv ew o :;c;fact'
yolahy the reduction herein ordered w ' & substanti@l-onc,uamoﬁéfing

O'anroximate;y 20% i* e Gas Company's revenue ox tae improvable
R _ R :




Sagumpiion et the comgumption will not inceredsse. It 2hould ve
vorne in L alg ] ' Cowpany doez o' mopufociure Ato
| < tragsmiscion lize frouv‘ ing
renezdered "‘ﬂo Tant the ¥ “e
1 tae facts upnlicaole uo cnis caze,
"”en o8 exp*essing thiﬂ Co*"issionfe 
ir and ;ﬂon;ble.*aze for‘art;ficiF*f

roed and collecte¢ % any other communi Ty wiexn e

facts may ve different.

There is o cbmplaint in <ais case withAre:erence o
The wmi inizus of 5Q¢ per monili perrmeter, and_:“zs inimum wili noi
e d_sturbed.;,xrf; : tnu. Taere ic
amognflof7gaé»ﬁsedmby‘*”e éifferent

10 muke neceandry o grodunied scale of ratep. After~~‘¢arefu-

review of all the facts of toe case I izd Thsv tne exs z;~u rate
thouszond cudic © ‘zas now churoea by .ae defcnaa.

e is an st exd X ?ble'ra:e, e .aa*'a au

-

ca«onable ratve would pe $;.2O per taousand e oic‘*eeu, aﬂa

e*eay recomﬂend th&v sucn ra

I suomit :

- .
-

TR CITY OF 24L0 ALTO ngvinc fzﬁer with tais Comsigcion

$

ite commlaint cgainst the Palo Alto‘Gasm sny alleging 1n47‘3&id
. companyts existin g rateax or artificis 1 are unjust and‘un--'

re uaole, and requesting vhis Cozmissioz 30 é*‘&bl*sh retes waickh
3acll Ve just and reasonzble, _e*eafte* to uc cnmrged enc col ecved

p

by sail Palo Alto. Gos Comp ond The pErT teg nuvm“g iyl te&“
toat 2ll the rates for Tae :tire cerrizory served‘byvune Palo Al:q

-

Gas Coxpany vota wizbin-and witacut "e City of :alo Altomaj oe,

considered o0 ve 8% iszcue iz <risz cose, azda 2 publ.cuhear ng nav‘ng
‘been held and evidence having veen introduced by‘bdth’pé:tiez;'

and whe Commission veling fully adviczed in The prenises




I L A e ey N~ . --|‘. e .
P ..q...t:u-‘-d.-{ &-:D A Fo DAL LS ’ -

(1)ﬁ Tha- u“e ex'stzn' rate of §1 .50 per onouaand cuo.c

feet of gas"chargea ané co*lecved vy the Pelo 4lTo Gus ¢ yany in

Yy said Cozpan#fxﬁ ge juSu and uu*ewso**ole rote. Q' o " .
(2) 'T‘“*~zne Juet end reazonavle rate for gasz 1o ve
5 g‘ cn~_3ea and co;lecteo by z2id 2210 A 10 Gas Cdmpany in ihelCity_oflh
Dalo Aluo wnd iz the errxtory ad’aéen‘ .ae.e,o, Uerved oy said
Cox meony, ias not to ‘ex ceed the sum of wz.zo ver thou and cub*c feez
of gas delivered, with 2 mi inum charge of 5Q¢ ner mo per zeter.
2eing owr con clu.ﬂ:.ow on th '.o*egoing fin dzugp of fac,

ané on the further findingse of fact contaized in o e opzrmon ‘ch
‘ B

W

nrecedeo Tzig orqe“ SR S
1T IS EZREEY ORDERED tzot Palo Alto Gos Compuny witkin

wenty (20)“aays froz the a_te of gervice oz it of & covy of taic

Opinion axd Order, nublﬂ«h and file wita this Comm;seﬁon and‘
vherezfter crurge una co;lec' from ive qpsvomerb in tae Ci vy o‘
Pald 21%o and‘zhe~zerrizo:y edjacent Taeret S werved‘by aamd
'company,'zh‘ cuzm of $l.20'p by zhdusa:‘ oic feeu of gos del*ve*ea,‘

Witk minxmaa czorge of 50 per meTer per month.

The‘fdreaoins'Opinion ané O*de*,ﬂ*e nercby approved ond
ordercd iled oz tie Cpixion zxnd Order of the Roilroad Commission
» :

f
'

of <he State of California.

B )
S ] , .
n " poted ot Sem 7§ aneisco, Califerziz, tais day of

woren, 1913.
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