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~0:'lUl.n :E:. ;;~alcol:l, Ci'ty ... ': .. ";'tor:.ey· for' .colt:!lle.i:c.o..nt... 
Cl':.ickerine &: Ore·Gory for ·De:f'cndor.::. .. ·, 

\ . 

.. , 
This 1e a co:::.::?l~:'nt C,! 'the City of ?e.loJ~l'to,.c.r:J.tmici:Pal· 

co:,!,~rv.'ti on,. ~e3,ir..st 'the Pa.lo }.1 'to· G~~e CO:"'~:lY., 0. eorpor:::;;ion, eom-. 

pla1ni:O.g 'til:;::t t~e :pre~e::lt rate ~o-:: c;z,s supplied toti'..e "iD'.jr::oi~t3· 
. '. 

cl,f Palo' . .'.1 to' io unjU2t ~:..d m:re:J.zor.able, o.ncl req,ue.2,'tine, ·'t:a.is CO::'-' 

mont:c.. T~ere io'no·d.educ'tion for :9ro::p't payment • 

. . . 
e~lled !o=tb.~''t ~'p~:)6ec i:l acco-::ci.t:mce. vrft~ ";ilc prov:ioio:l:3 of' 

Jlo",erz ever ;9U"u:":'C i.i.~ili~ie2/'includ.ir.g 'S:"3 oo=,o=~-EiO'l:=~'.:, tAc::-e~'ter, 

on July 23:1.'"0.,. 1~12,' 't~e C::' t.y 0:" Po.1o f.::,,':o :f'11ed·· witA.::tAi,~;',~COr=.uoo1,:)r. 

'l";~'e co .... .,' r .'.,.,,,, ·oy ;..",t .... ·o' 0( .,. ... 'int':" ... ..... M-'~ ... "";,;.&..,, v ' .... Q Y ....... w • .i III":" ..... 
c .f , 



cubic 1"ee~ w:1.~h a. :r.in:1.:num mon:tr..l:y ',c~~e o1.',,:,,~()ft.=he City o! 

,~a.lo ).l'to'thel"e{l.f'tcr on ".USU~'t/ Z6'th,l~l2, ptl.:35ed c. recol,ut10n", 

on or Q.bo~ 't se~'Cec."oer 5t.r... "19::'2,,, 't:a.e, ?.::J.o ;J.'to Gao Cor:~~:Ciled 

wi'th 't!l(: Su,erior Cour't of t.~ie S'tl:i::c. in =6. for 'tt.e Coun'tyof 

..: .... . ... -
liroh1bit.ion· i~ztle ,to this Co~iceion cocm.e.n6,ing tlle Col'llliuz3io:" and 

it s ~e:t"oere to de,sist ,Qd. re!ra.:':: f::'o:::. !u:ti:.er ,roceedingz O:l t::'e 

" 

ouch writ zhou10. :l0~ "oeco:e absolute •. The Super! or' Cou:.t. t:b.el"eil;90n 

,iz~ued s 'te::::.pore.ry rC!I!':t.l"aining order ciirected aga::.net. t:G.1e Comrc.izsion. 

The Co:miz~ion filed aGener~l d~urrer, w~ereu~on t.~e'~t'tel" c~e 

oll for llea.ring or:. t.he o.reument en t.ile demUrrer. On Dece~foer lSt.:c., 

1912, 'the Supe:-iol' Court. re::.de:-ed. its deci,z10nou:;:t.ainint;,,~ 'the der:urre:-

wi'tcou'tle:lve 'to o.:nend. .s.nd. de~g 'the :petition !o:- E. w:.-i't'j'!!'ro­

hi"o1tion. Tt.e:-ec.f'ter 0:;' :Decemoer 21z'C, 19l2, 'the o.efend,OJlt. file6. ) 
. ,', ' 

Com:ti ~p:10n t.:'c.ereu,or:. ~e'C . 'CAe c~:::e for hea.ring tor ;o.nw;:ry 22l:;.d, ,1913. 
, I 

~d 'the case V{SZ 'tAe=eu:p0:l zuo:it~~d. =.d iz ~ow, l"~c..dy '!or decicion., 

'rl'le, frar.cilise uncLe:- '''~ieil eo-a i3 now being distri'bil'ted, in 

the Ci'ty 0:f":22.10' J..l to.' ":1$.S e:r~ted. 'by the :Board of 'Xruetee~ o·:f"' i:ne 

:owr. of ?~o Alto to D. O. Druf:f"e1 ~y Ordin~~cerro. 105, O~ 

se,te::."oe:- 17t.h, 1904. ~Ae fr~c:b.ize ie 'tor .:l. ~e:-iod o't· fi:~.:y ye~rz 

ar.d' g:-siJ.ts to nrui'!el, hie =.eirs s:.da$~isnz, t:a.e right, to'col:.otruct, 

equip, opers'tc(\,nd::l3.into'lill ~ g:lS plant ir. ice Town'o:f"?aloJJ.to, 

~::.d. t.o lay, gs,$ pi:oee :f"or, tAe :!?t:r:po'ee o't carry1r:.g ga.$ 'tor, light, 

Aes.'t~.nd ,o'"'ter "iri::md clone the :public otreets and 'tAoroueA!e.r.es of 

'CAe Town o! :?alo ',Alto, :md'VO rca:!uf~c-ture,. c.istr:ioute ~~ sell. e~z' 

'to t:c.ei:",.a!",oit.a.nts of t.:c.e :O\vn .. , The '!'O'7t.C. rct:linz-the ,ri~t ::.t' o::.r 
ti:e after tile eX!>iraticn' or' ten yee:rs '£ror::. t.!le grsntingof,:, -:he ' 0' • 



.... ' 
\. ,. , 

., '01 •• ,~. : ... 

, ' 

tb.e ord.1r..a.."lce .. 

Druf:!'el 'there~:!''te::, or gc.nized the ?~lo ,Alto G:l.C Co:n~ny, 

'the defendant· i::. thi3 ca.ee, (:c.ercin:a.ttcr referred. to :::.~ t~e G:::.~ 

Company), for the :9ur,o~e ot exer:ci~ir.e. tile right:! grar.'ted ,to ·l:.i~, 

by 'the" !'rs.nehiee. There.9.f'ter on 'the3J.z,: day 0:: J:::J.:Au.e.Zy, 190~. , 

theGc8 Company ente::'ed into 2 co~'t::,act with L. P. Lowe ~or the 

business. o:!' ,3t:.Cll a. sy::rte:::.. I't w.:.s provided t:::.a.~ ~ov:e :s:b.01.O.ldcon-,· 

z't:,uct, zuc~ syzt,e: :mo. 'tilerca!'te:' o~er:;::te 'tt:.e,sa:z:.e up 'to July '1st ~ 

1907 ,on wAich da't'eb.e WC.!; to oell and deliver 'co U:.C Gae Co:::.:p~ 

said syste::. 'togetJ::.erwith 3.ll, mate:'ials on :o..a.nd.' Lowe :::.greed, 'tiJ..::.'t 
" 

he. woulci. secure at. least. 600 co::.zu:::.ers 'oy JuJ.y ~z't, 1907_ Lowe was 

'to ::-ecei ve l'.;l.ymen't c.::ccord:i=.g to as11d:!.:o:e scale, 'del'e:ncIing ul'Ol'l 'the 

n'lJmbe:- of me':er3 .in $.ctual use on July'ls't, 1907,3,8 followz:: 

$ eo.OO~er meter u,to a:d i~cluaine 649 :et~rz;' 
$ 90-00 ::?er meter !':-O:l 650 'to ,749 :ne-:.erz· i%!cluzive; 
$lOO.OO.:per meter t:-O:1 750 to 999 :eterz, i:lclu.~:!.ve: ~d 
$llO~OC,e:- :le't.er for 1000 :le~e::."$ ano. over.' 

, . , 

'rAe cor.trac't i'Ur-ther p:'O'7i6.e6. 't!l.o.'t Lowe $houlo. secure 0.:::. c:zsig=men-: 

'the Gas Co:::.po.ny a,. contract ·&i 't.A, 't.:t..e ,I "Uni t.eQ. Gas ar.<iEleetric CO:lPo.r.y 

tor 3u:y~,lyi:'!G . g:::,s for tiistributio::, ~ .... 'the Town of Palo- .ute in the .-
Gaz C Ox:l~a=.y' z 0.1 e'er 1·o'U't:!.ns,sY5t~em., Under 'tx,s COIl::ract " :i:towe built 

t.he 6.i3'tr:i.ou~:i.ne syote:;. and. o::;>crOo';ed. 'tile ~{Qe 1;.%l';il July. lz't., 1907', 

Oll wt'.j:cil. c!.3.te the syzte: ":::'13 • co:'!veyed to 'the Gc.s CO:l~Y, in: ~cc~rd-

ance'w1tA~ho ter~zo~ t.~e co:'!'tr~ct. 799 ~e':.e:-3 ~d oee~ zecured. ' 
I 

,.. I 
.Al thouel'J, Druftel t efr~chi se p:'o,vided tor. 'tile :conztruc-:1o:c. 

• 1.# 

has ·oeen cor.:tructed 'r.1 thi::. 'the' Too;o:::.~' 'r:b.e G.::.s ·Co~:s>a.ny' ~ :lIropc:''ty 

which. the 'GaB Company distri"outez i e.zecured 'oy i 't fl'O~ tAe Pac1!1c 
~. ,r 

G:::.z a::.d. Zlec'tl'ic CO::l!>~Y '\l.nrlel' co:!"tl'i:l.C't ~'ted Y.arch la, 1905, 'between 
"',"a . 



,. 

This co~:::"act.:I.: 'f:or ~ ,e:-iod of -:en yec.r!~p and ~=ovicl.es 'tb.::::t: the 

Ur..ited Gas and~lect.ric Comp=r..y shall deliver 'to 'tl:),e J?z.lo ;..l.'to Gs.z 

requi=ed by the G~6 Compa:y. T~z Z~5 iz to be ot ~ qu~it.y 

spec1fie'c;i. i::l .. he CO::ltr:::.c't 8..."10, is 't¢ 'be d.eli'Vereci s.ta ,rcoou:-e ot 

·oet\1e~::.. tt.i.irt.y·u:..d eir?"l'ty ;>our.~z. Tb.e Cc..~ CO!1iP~"J ~Sl"ee:::'to p::;.y 

to .ib.e Uni t'ed" G:..s a::.c. ElectricCo~p::.::.y 
I 

II ..... - . ., , 

sum c~u~ to 50~ of 

:::.cti'Ve i:':. eo!ici-:.ing , . 

custo~ers, rli't~ t~eresult taat i~ Dece~er, 1912, i't cl~i~e~to 

nz'Ve 1353 ~G'tcr~ in use. 

'91~ ~o 9~2 ~OO c"~~c fee- o~ ~"~ ~~ ~~p ... -_~~.,~~ o ... ~ t~~ ~ .... "~ _ "',~,..J,::1 ... OJ. 0; _ .,:,<;" .... _0 __ ........ _ ....... v ....... I,;' -

ow=.er of -:.~c cO~P~"J, teztii"ieci. t:c.at i?o.lo ,Alto i:::.. o::=.e 0-: ti:::l.e ·oee't 

gas tow::=.s in ~~e ~o=ld. 

'l'~e gas distributed ~y t.i:::l.e G~e Co~~~y 12 m:~u:acwured 

"oy -:.~e ?o.cii'ic ,00.::: ;:"'1<1 =lect.ric Cor:.,;;,·:r;.y ::~t. i t.s J?rotrero :pl~tin 

......... e I"I';"'y oot' ,~.., .... ~~""C ~ oco w.. ...,. \t .. J .. ""'--. ..,..~.. ....., • 

CO:l-leyed throu,z;.. ~ .tr~'1s=i$ziC,~ l::'::.e in :::. ee:;.e=al 30'Il'tAe:-ly 

di=cctlo:lci.c~m' whA-; io :c"lowt:. as 't:o.e ~eni~s""l3. to !-{ed°r.ood Ci-:.y 

•• " • •• ~ , "'0'" li.,.. •• c ~-o .......... e ~.~ 'l".'\7' o~ .'::>,"""0 I." ~A o.:lll t.c.ence oye. ora::'CA .. =~e= .. :3:::... v ..... _." - _ ...... ~_v 

\\"iiere the er~s iz del i vere6. to t~c Go.s Co~pZt!Y for Qi2'tri~o~;io~. 

S ....... -\. ~" ... " ~'''''~'''-e ...... -.3:~ ':>r ....... '!"-e 0 " Eills'oo=ou::rl':,' c,!lQ. ?Cd .... 70·0O' City .• ~ .t'.anc ... $Co.) J;.)\A.J. ....... ~o" .... " - - v • .;;, 

" ." , ..... 



e.nd fro: P.ectwoocl City to Puo Alto 6 .. 156 rtiles. ;..eco::-6i:..e:':to't.he ' 

t.here were c.z of SC1::l':e.::::.ber 1<',' 1912, 53,160 teet. of two incA ,:l.S!.!nz, .. 

~ ...... ·~e G'~" Co-~·;''''''I.~''' ,/'.i~"'''''o('\..u·~'''.'·· "Y"''I'e-.....,... ....~ ..".,r""",......; lflii \J. ."..,. t4tJ " ..... 0. w iJ \I .... , ~ci. 1,095 

ie in a co~pD:~t.ivelj gooct z':~te of ?re~crvat.ion .. .. 

. . 
be ~~$i~~ed for ~he ,,~r~o~e o~ t~o c~ce'tc the O~C Co~~~~y'C 

I 

'to' 

question. Und.er t:b.c COT'l':":.iezio:"Q direc-:.::.on, oneo~, it~ e:.slnee::'e 

I 

G~c Comp~Y'e ~l~t ~d books 'o~acco~t. ;~'ter a ,::-eli=ir~y 

::-efuzal to pe:'mi t c,:l. i:el'ectior. of the "ooolc~ 0: the, pilo' J-J. to ' 

p:'eoentine ~ll -:'~e!c.ctc in' it.s :;os3eeeio~. T~e !u1lez'to;pp0:t''tUL:ity 

Wc.z e:' '"Ie:::. to t:a."! GOo:';; Co:r.p~y to ,resent CJ:tJ::; ender.ce i'to ,considered 

'I" ... 

v~J:tie,- eivi::.e; to eo.cl:. ~e ,weigli.t too w!tic:c. ! conzide:: it fro: tJlc 

evidence ~be entit~ed..' 

value of C200,000. TtJ.e $tO¢k ho.e ,:;,11 oc!er. issued =0. ie~eld. in 

des:'red.. 'by the Coc:;nUlY' ':Q hc.ve c.n c.u'r,!i.or:'zed 'bon<ied .i:ldeotedne3$ o!"' 

$200,000. Under' -:a.e In.w of ~ni:) St..:l:te O.Z i -: ~~hen :-:ooct, i't wa.o 

necessary 'to h.:t.ve .an au'tho:oizeCi cap!::s.l ~'tock 0'£ ..:n eou1.·J'~len':', ~iXl101.m::. 
, .....,. '\ . 

, .... . . i . 
"r..o.i1,! tile·· contr.o.c~· bet.\'/eer. 

, . ::,,:>." 
'~ 



ret'erred. 'Co, ,rovi6.ecl -:h.o.'C 1995 ~e::; 0: t.Ae G~::; Co;;:.~nj""::; c=o."Oi-:..:u. 
• I 

, I 

zt.oci:: choul6. be i~.oued 'Co :'oVle upon 2ecUl'i:c.,s tb.e'aerec::.o::.t: .n"'t'h ':-:llc"':-
". , "I 

I • • • 

Unit.ed G~e c.ncl :::lectr!c cOlll;p~y,Lowe -:e~-:.itied 'tha'tt.4e ~nitc<i C.:.z 

ancl Electric Co::.pc.ny hD.d al'pro3.ehed. him, t.¢ oee w:a.e't,:c.or i't c'ould .r:.o't 
I, 

~.dco s-t :'a.i:l notb.1ng. 
, ' 

Tile plar. "to hc.ve c..:l. autho::'1z'e~ "oor.6.ed in-

debteo.r:.ezz of $200,000 wce, lat.er c~.nGed ,so t:o.a-: t.ee b'ond::: ,z.ct.uo.lly 

3.utnorized. ~ount. t.o $150,OOO,i'3.ce 'Va:ue. Of tlle ·o,on6.: eo 

&..ut"horizeo. 86 oO:lde,. :b..o.ving a. face 'V'alue of $86,000" v:ereiz::ued 

" . 
COm::l~':lY' c d.1stribu-:.ing syst.e:l 'for' WhiCA, under, tAO co::.trac'C" ~_ 

I 
Lowe was e::.ti tled to receive. ~loO :per :eter in "Oo::do,ianCl. for,:!ru"liez 

• ~... > 

.... . ... . t"'7 504 "%J'\ e:3 .... 1:C.a;l.oeo. a , 'Ii', .~. 

ve.lue of $10, 000 \V~=e del:' vereG. 'c..c:"o! ;:::::::.u::::y ::"zt ,,19:1:0;;. in excl:..:.ngc 
. , . ' , I' 

I 

for :promissory, ict.~.:3 0-: t~e' G.:.s Co::?~y give:l to itt: s~o~ldloidiero' 
." , • ,! ","" ' , ",. ',1'" . 

in lieu of .3. ca.zhdi-:idend of $10,000 c.ecl~ed outo'!· 51l:'plUxt.ii: 

February, 19::'0"; preoent. ou't~tand.ing' 96: bonci= haVing 

TAere is no's:..t1st'ac-:ory eVid.ence &.$ to ·tj:J,e origi:::zl coz't 

of the distribu'ting :pl~"l't .v:ilie.b. on :uly 1st, 1907, wz,s conveyed. by 

LOVleto the G:l.O Co::.p:my '1::: re'turn for 'oond::: of tile' :f"a.ce-:al\i..e of· 

$86,000. '!l:l.e original reccrdz. ': -::b.iCA would ci:.ow. the 3r.Oun't of money 

expended in the·cons'tructio!l of tile ::?la:::.'t were de s':X' oye6. ill t.he 

San :?r~Ci6CO fire of A;p::11:l906. J. .. 3 be:;.r1r.g on til10 que':rtion,.l 

dezire 'to re:Cer to the staterr:.enti'iled by t:o.e Gas Com~I::.y v:it~ .t::o.e 
.Towr.. . of Po.lo ;.1 'to. :1.0 of Dece::"ocr 510't, 1908~ T:a.is:::-:,o:~eI:lent gi vee 

... 
I \, 

.c. vc.lue 't'or 'Ou.zinest: de'Ve1o:p::lcn'tin -:.ile o.:uoun't of ~20~9~. :;:. Lowe· 

'test.ified. 'tAa.t ':~e CO::::lp3.llyt.:b.el"ea.:t"ter 3::;>e::::.t i:::. c.clCi.i tiona 'to the , 
:plal':.t up 'to Dece::::."oer· 31z'C, 1912, t:c.e zw: of $17,555,.40. 1;.2! .:::a.v'e 

a.lre3.cly sai6., I conzider th.e' evidence on -;:c.c poi:::.t ot origir:..o.l c03t' 

to be ~C~'t15fictory. 

'. - 6 -

.... '"!I ' 



tilrec'heade, e.c followo: 

(1) ~.~.:~:ui' o.e tur in. Ij' v ,13'::::'·; 

(2) l'r 0,:-: s::li 1;. z.i or.. syo-:e::.; 

(3) Diztri'bu-:.i::.g !!>yetem. 

(1) ll~nuf~cturir.e Plant. 

CO::lpany i~ ~ufe.c":Ul'ed in tt!c ?rotrero lJla=.t. of 'the ?o.c1i'~c G$.s 
I 

s.nC Electric Co~:oo.ny loec:ted ~n tee C~ ty of So.::. ',="e.ncioco. ~. 

I. • • 

GZl.!3 ~o. Elector 1c CO::lH:'::'Y, ~G. :::. wi 'tr.e 00 '!er -:.n.eG.e:f' cn6.:::'l'l-:.in t:n z 

COB't of re,:ro61;.cing the p:ro!>crty new. This eozt =:lounts to 

$2)6~O,411 'for the mc.nufacturlr.g !,l~.:.t.. Tr..1z C05t. 1:lclude3 ~ .. 'to-:.al 

of 26% 'for overhee.d cAcrges. On tAe !s.c":s 0'£ -:.~i:case ! .0=. of ":l'l<e 

o:pin1on tMtth1i ::?ereentage' should ·oe ::,eci.uced. ':0 '15~. ~r.:e P.::.c1fic 

Gao 0.nd Z~ectric .·Compc.:y, i: o.d.di tion to cl.::.irt.1ne that. it. wac . . 
ent.itled.":o i!lte::-eot Sot t:b.e ratoe of ~ ~ually ontz.e value 01 t:o.c 

:plar.": reprodueed.:new, cl::.i:I:.cd the :"igh:t to 1ncluo.e in mc.nu1'&"e~U:"'ins 

C02t ~ns.d6.~tional item.for de!>reeia.tion... Whether t!l1Z iZ.:p:"o,er 

will depend lc.rgely on th.e uze -;0 ":;!lieh the &':ou:l'te 3J"..nu~ly. ,zet 

'Com:~cn:rezti:n(;<:tez 'tAe coe't too re;9rQo,u.ce. ~ew, wl':.ereez :.:::: .. :Bri'C'ton 

tes~i:Cleo.: t~~t t:c.ere V:~$ considerable de,ree!c,tioXl i:c i~ 1'1e..n't . 

'the ;plo.::.t h..:1.d 'oeen co:r..3't:"ucted oeve::-al ye~z ,,:leo. 

-7-



': 

C. :;;>lc.r..t e~"l 0.0, i~o 'Work, it. 3:b.oulc. ·oe regarded for r'~te t'iy.ine', 
, , 

t:c.io Co=iozio:l c::.nnot give ad.hcre::.ce. 

o~ ovel":a.eaci. CC$l"e;es e:clpro,er ·03081: for rat.e !ixinS c.:r;.plyequclly, 

to thi e i t.e:n. :,~. Britto: te2t1i'ied t~t in 1'l.iz o!Ji:c.io~t~e life of . ' 

in the yec.rc '1905 ~d 19C?,~ 

" 

,(3) Diztri'bu.tine SY3ten:. • 
. J" 

, Two co~ple'te e5t,it::. .. :e~. of tile coot o'! :-e:pro<iuci~g ue 

di tio'Cal fras=er.::cry eVicier..ce 0:1 t!l.io q,ueetioI:.,we:e pre-zen-ted to 

,. 
JoJ- Cory, 0. "/1 ':neS2 for ':l:.e 

'tAe ccnditio:s t~t were 
,: , " 

e~ ".;,.. so Jo"r .. '" "'o"'c:o,;-"'le "$ ............. _ .. _ .. 1', 0"' ... ':,~ .... _ Co ...... v'.,.',e;..'!':~¥ .... ""''t.e' o .. Jo ... _ .... e ' 1";.,, .............. Q';;~ ;;:, ...... '" • .h .......... 01 ....... 0/ '" .......... " 

is &$ ~ollows: 

Co'Cpreesion c'torage t~"'.kz ,fi ':tinez, ,ip1:g .$ 
. Street 7::::ii:.~. _ - ' .... ' _ .• _ ••• __ ....... ___ '" ............. ~ .• 
Ga~, services. "id =ezul:.;,:to:'$ or gove:,r.ors •• .' 
G:t.z,c.etere,a:<:r'co::.nec~ic:ls •••• _ .......... _ ••• 
rrc~ ........ , -~r!'o' ... ",,: ",,,..'d "00"'''' , . , ' ............ .;., y " ..... \:.l- .... .,;;:I~.. .w: .... 6t,,/~ ....... ., _: •• - .... - ... - .. 

~:l.! ture' ·::...W].o.' ,fixtur'e 13 .. ~,. ~.' ......... ~ It _ .• : ••••• _ • 

StoreSM,o .. eu!>~lies_ .... \_ .. ; ... _ ...... .; .............. _ .. .. 
V10""~~'''''!l c ...... " ... .,l (n~") . . " • 

• .11 ........... 0·· .... J.rtI.- 'J"WY, • - .. ' ..••.••. - ............... _ .••• ~ ... .. . 

':o-ec.l •••••• 

'. 

" - a 



.... ;. 

!:u:ge:rvicion~ toole, co.ua{llty ln3U!"~ce) udmirli et:,.:::i0::' ,4~ins', 
" 

con~truction ar.d i~terezt cr.d t~eo aurin~ con=tructi~n l2% for 

" , 

ctore cA.,enl::e~ ~. tool:. ~"'7o. bre.;J.i:r~zc, zUl'erVizio:l~ a<ir:inictr~~~ion, 

of no con31cier~:ole :nome::.~ t 8.1 tAough. zi::.ce t.:::'c l:..yir..g o'f you: die-

(l) 

12( 

~1 ~~ . 
.7 

'e' \ I 

~9) lO) 

(ll) 

(12) 

:t:. )..rthU!"P.~ Kelley, one of -:,::-;'e P..!Hlie,ta.r.:t e:c.gineero ot·' 

Diztriov:t.ir.S :Il3.ins (i::.c1uciing $-'800' ~or prescure 
, -a"'''' ," i.' 21:. ''''=' 00 w .~$J.'- ....................... --- ••••••• - •• , •• ,;;; \J .• .:J"",,'. 

Servi.ces ... :..Ift ................ _ ... • " •• ~ - .' ........... ,..- 0,982.00; 
~ .... ., ......... e .... ' .... ,.. •. , "'-0-" . "" 4 ,.., 1 "'0 &"1Ii;;'...,1,.."'I.~ . _ 'V~~~" .. ~_ .. " •••••••• '. _ - .,. ........ ' ••••• - ,,':1_ .'iJ ',' 

~:e'ter$. e,e .,.'.,.' ....... ,~ •• ,_ ~ ...... , ........ •.•.••••••• :' ... ' .' ••• ' lO,",,1,82_·00 .. : ,: 
:B"Urn:1:ttu"ea.."!c.l"ixtures •• ~ ......... ; •••• .' ..... ~ ••• :. .. '. 900.0()·,: 
:etL:~> cr.d· V'eh1cle'2" •• ' ........... ~. _; .............. !.:.>~ ••. ~,~', ~25,.·OO· 
Tool s ~ ix::pl e:l<:l'l 't 2 D-'lG. t.ca't i:e &l'p.:::.r a 'tllS: .. • • .. • .. .. ... ____ 4;;,,1-..,.;2_·;. ... 0 .. 0 .. : 

Engine e:- i:'1; r ~ uper in t. end en c e ConCl, or eo.~lza. t. i.on 
,10% of i'te:l~ (1) 'to ('7.~ ir.clu~,:l.ve ............... · 

Con't1nee=cie~,. 5% of 1te:.a (1)' 'to (8) inclusive .. 
!:r.~e=:e~:rt duri:~ co::.struct.io::" 3%0: .i-:e::.= . 

. (l) 'to. (9:) :i.:t:lclu~ive ........................... . 
·S'tor'es and ~l;4,"'li~~~ .. _ •• ~ ••••• : ........... ' ........... . .. (. , 

'l'ot.al C08't of reprocluct.iox:. ......................... . 
'O .... ''''''I!l to '''e ... 0 ......... ~""I "' .... -= re "l.~1 J'. ' .' ..... ~ ..... r;;,.' .., W .'''',IttA.r ... "....~ -~.u.., ... '." .. ' __ .' ... ~' .. 

$ 50 ,'~7'~'OO .... 
5,045-.00: 
2r 775.00,' 

1,749.00· : 
. ~.' 'e27. 00'" /. 

... ": 

$ 60 ,24S. 00'. 
sa. a56~ OQ" 

, (,j. Total coo't of :"ej?rodu¢'tion inclu.ding,. yo-orting.. ...... ..... 99, 699, .. 00, . 

:.:r.' Kelley test.11ied m. 'til. ret'erence 'to t~e 1 ten:: !or;.93.ving 
, .i 

th~t tAe i't~ h~1 oeen c~lcul~~ed eo ~Aa~ if ~~e Com:1ec:l.on eaw ~1~ 

,',. 



I' , 

to i::lclud.e i"t ~$ a. pc.:'t. 0-: t.:c.c COS': of :'eproo.uc lng t.he ~l~'.n t ~e 1 't 

of re!,:'oduc ins the, plant new were 'ta.e cole .t'sct to 'oe :l.3certalx:'ed. 

in determini::lg t'b.e proper basis OIl. \'V'~icb. 'to fix l"$.:t.ez,. i'to migb:t be 

loS;icD.l. 'to include 'the e!l'ti:'e 3Jlloun't for 'te::.ri::.e; up a.nd relaying 

po.ve::lcnt .:':.3 eeti~'ted. "oj ::r. AelleY. I::. view ot tAe t'.s.ct,::.owevc=, 

'tt-..[1.t other elemer..'ts, i:c.cluding oriei::.:ll co::;t, ::J,ust ·oeco!ls16.ered, ~d. 

't~t. the' ~oun:t" actually expen6.eci. by tAe Gc.z CO::i.pany fortAic ' 

pUl':::>ooe wc.c only ~;1,198~ 24, 1't wo'lAld see: more ,roper in <S.e'te::.-~ir.inG 

~b.e 'basis 'for fixing r~tes to follow 'the COUl"ae ;tiureueo. ~oy 1::: .. Cory 

::.nd .not 'to. incl~de 3r.. 3:lour.t for te3.ring' up end. relaying ,~veme::.t 

in eXCCt'l3 of the :;:.u;.o~'t actu::Llly ex,e:ld.ed theretor. 

:t ~ill "be lloted 'trA't U::. CorY'!3 estidte 1e $l4,82~.96 " 
I 

,for the v~y1ng ~ercentasee for overneadchoreee, over $14,000.00 
" , 

difference is 'f0'U."'ld. in t.ile it¢::o of com::;>reseio:l ,storage to.nk:: and -:b.e 

preesion 3torage ta.~$ at $5,3~2.00, 'while ::.:. 1Celleyezti:n.o..tez. ~he:n 

at ~4,eOO .. Oo. I=. i~s re,or~ ':0 't~c Tovm of Palo J..l-:~, d~ted.. Decci:l'ber 
I 'I 

3let, 1908, ~he G~z Comp~~y 2Aowed the following i't~: "4 ~de=eround 

$4800" .. 

~he greatest divergence 1e in t.~e =ztter of ~tr~et ~1n3. 

Cory and.:',;:-.. 3:elley ~re ~.S f¢llov:s: 

1 
.,,;. ..... 
" -

inch pipe 
" " 
" " 

Co=y Zelley 

Ur. Cory se.e:::z to hc:ve ::-e11ed l~rgely en c. job ofl:l.yl:c.e' 

'ano. or.. a. l~ee amount of work pe:,:to::":led 'by t!:le ~oz.Aneele$Gaz =d ' 

. Electric Corporation in a.dobe, ztreets 'ill ana c.'b'out'LOt Angelez wit:i:l 

eO:::lpo.r~.tively lit.tle p.::.ving, where "t::a.e or1einD.l cozt$~were all , " 



'by thl'! Gaz Co6.:pc.r.y w::a.z $1,?614.63 to:' lo.yi~e 5,l:5'(' i'ee't ot 'two incA 

:m2.in, or 31.5.c" per linea.r foot, 'V'':',ich :price ix:.clucleo. 'e'll:peri.=::'en6.enee 

gravelled ctreet~. 

~. Cory's a~praize:en~ of the loe Angelez Ga5 ~nd Electric Cor-

1'or"'t10n's :!=Ir0l'erty was filed witA the Eoa:,d ot,.?ublic Utilitiez. 

0-: ,the C'1ty of Los ).ngelc:::.. .A dctai::' of th.i: re:po:'t in so f:::: ::I.g 

it. c1.!feCt3 the cozt ~er foot 0-: Vl%'ouS-"lt. 1:'0:1 zt.:'eet m=.inz exclt.;.zi'V'e 

of ,aviLe, l:las 'oeen filed. wi ~h the CO:w:liZ2ion, ~d,,{azintroducc6. 

$00 .~ eXhi"oi'C ir.tAi.z C':'oe. Zt ~owz t~.t the total co:.t, e::clu::i.ve 

it. ~till oe noted, 1z wi t:hi%l a traction of c. cent. 0'[ lZ .. Kelley' 5 

eeti::a:te. The i tc::. lioe: ::.ot incl~6.e u.e coot of .:,e.pl~cinz· ct:eet 
. ' 

, zt:l'f~ce.· Thi $ cost "Was ezti:rls.'ted t,o v:-:Y'from 1.4,¢ -per toOt fo:: -. 

evic.er.ce a1eo chow:: tha.t e.n :?:P:r.:>::~i3.s.l prc:pt.red ,'by l • G. ~!"'.o.ite t.: 

Com,.:.:y for t:::'~ sa.n ';oaqu:!.n !.iZht. c.::.d. :?c\"I'e:, Company e~::t~.m:::.'te~ 'tAe 

• . 11'''' ":\1 

Bakersfield c,t. 23. 6t,er foo-:, in "the, Ci-:y o't Selm3. ~t :22.. 9~ ,e:: 

foot 6.:d. in the City' <>f ::erceli at 22'. 6~ ~er foo~. J:. a:. eq.wly 
, . , , 

c onvi!lceci., fro:::. t~e evic1.e::::.ce in t.tl'izcs.ze tl~t :.:r •. Xelley"z ec~i:::.:.'t_e 

.,.-.... _. Co::y':; e :J't: 1:.U:. -:e 

:1. 0 :nucl:. too :c.igJ:.~ -, : . i.;. I ::un uei:cg 'the' -:""0 inch mai:o. :;:.~ £ilu2tr.:::i vc 
at'Afor' one 

and -:,il1 not. pause 'to &:lD.lyze t::::'e C03t'£'0': o:c/:ind one-,!:o.a:"'tc:-incl:. 

":0 v:l"..ich tlle Ze.:le ger..era.l r e $ul t g will ~¢llo\V. , .. . 
,.r','" 



..... 

" 

vZ:l.lue", "eoine; cozt.", "o.evelo:p:::.ent vc.lue", tfc.e'V'elo,~ent cost", 

"co,at to get, the 'bueineoz", ~nd by other n~eo. ja~ Cory' incl.uded 

~ou:: .. ~s for the· cA;lie:se of orga,nize.t.10:c., co::t.'of o.d'?'ertizine ~ 

ot.h~r ~ireci 'dcvelo:!?men t eXl'.ense's, ... t.b.e. in tere:: t on a .,hyoico.l 

v.:.luetion of' ::,:oo\,:.t ~60,OOO tor l~ yes.rs s:ter zo.z -::a.z firzt ce:--vec. 
. , . 

"oy the C::.z CO':l:r>e.n:r: l3yete:l., s.ne:. tile d.1tf'ere:::l.ce ·oetvree:c.'Che ,recei::.>tz 
, ~..' • I 

:::.x:.d o;.gerating e~en$ez for 'Ciic l.z yea:: ~erioo,'o.o eeit.i1tc:r.ed '0";/ 0.' .cun'e 

fc.lloW'o: 

Ore~~1z~tior. expc~se •• ~ •••••••••••••••••••• _ •••••• $ 
6% ~or,lt ye~z.on,$60,O'OO ••••••••• - ................ 4O 
Zlefic'i t or :nc.rgin ·oetweer. o,£era.'Cing ex,enze$ ~d ' 

, revenue" .::x.verc.ge tor 1:.t, yec::04O, ....... 4O .............. . 
:sxpense, .;>.dve::'t.i2ing,etc. in devc1op1I!g ·ousitieos. 

2,500.00 , 
5,400.00. 

6,000,.00 . 
2.0CC.OO" 

, 
. " 

! would-cay in :p~,~si::.S t~t. the 1 te:D. of oren..~izo.tion, ex:gen::e,eeem~,;' ~o 

, d.u,lico. t.e -:.:c.c item 0:' c.dmini f) tr&. 'tio:l ch.::r i:::.ecor.zt.ruct·ion alre::.dy"ez..;., 
i . 

In ~hie conr.cctio~ : dczire ~o ~uo'te fr9~ the 'decision o! 

~Ae ~izcon31::. ?c.ilroc.c1 Cota:lizzion in tlle C:l.ze of S.t.a.'te ;-our::.::.l 

P:"ir.tin.ZCO::ll:l(::.t.nyvz. :.::.d.i:2on G:.s .D..."'ld Elect.=:i.c . ComlJrulY (VOl. :tV 
,'.' 

"'o\coco"'''''';n "::)~il~O~j6. "'o;;mi(>~"cn ..... e',.or ... ., 50" 577'~"" !o"low""· ~~ • .., •• ....... • ~ ." .. '" ~ ft"J -- ... r."]) ... ~. , .J.. ,. J ..... .;, J. I ~ ..., .• ' 

:1 

"Inveo'tigo.'tio:csoi' t.he fact: i::l·/ol vcd. ~kee i -:: : 
'lui te' obviou.::: t.:b.o.t justice 'between ·t.he ix:.ve$t¢r3c:~~t.:::'e 
one ha::.o. a:.d t:::'e, co!:.eu:c.ers on t~e o'Cher reC).!;.irez',t:ile/t inv.:::.lu.iIle 
p.ublie utili ties' cons1der:':.'C,ion e::'oul6.. be s1vel:. to 't~e .. L'..:loun~o 
expenc.eG. by t.:a.e.i"orruer in o~i::'CJ;ir.e up. ~~ "ousl::.ez~ ot ·eueh;J::;>l.'~:lt3. 
This i::: e;peci'aiiy./ -:=uc wcen theeQ,rnine= o:f' .. ,:,·u't,ili'ty hc.:ve, . 
noi' "oeenzu1fic ie::.t. to :tt.eet. ret;l.~on:::"le expendi turez !'or,~e'V'elQ:r;>­
:ent, of t.he ""ouzi::e 00 ,and. beside-st!:.i:3 cover o~er3.ting e~eI!!le'3, I 
de:?re6i:?:~iCt:o.: .. o.ncl rcazp::a·ole ret.U=::J.Sont~~ ~n,:,rec~I::e?-:~ .Eo, , ' 
::;>u·olie,. utility cs.::. ·oe 3. ,c.yi::S concerl::. ,.until i't :c.e.$ "ob,tc.i:le~,a '; 
:pc.yi!'!g 'busineeo. ' '.:6, ::;ec~c e:co':lgl': tal:e::"s co'taa't'the'=evenue.z', 
0'bttl.1,::e6.fro:l the:::. v:ill c.cleo.~c.';ely :teet. . .:;),11, rcasor...:.ble ou-:l~Y3'7 , 
iG o. mat.tertA:?'C"uous.lly :,cC'J.~.ire3 ·oo~h G.."('pend:',,;u.ree~a;, 'ti::ne'. ' .. ", 
Cocpa.='::.~wely' ,few ,l:;:.n~~ &:,e t.~e::"efore ,~yi=e ·Dot·' ti::-ot... ,'several 
yea:-z" ~:e oi'te::. req,~re6. ':0, ob-:ain cU~-:'O:ler:::' enougb.t'or '~ ,c.yi=e;' 
busi::.e S3T~ !n 't.lle Itec..r..':.i!:l.e·"~~e ;plc.nt.e have·' t.o. oe. lcC,-:'i:l 'opo:'-
at 1 O'!l, 'o1i.G. -::c.e' lO~3e~ fro::.. ouC'.c. o~erc.t.ion't:.Co.de u~:by inves~o:::"z~' 
"i'!:.e::. these 10 sees a:c d".,e to :'suc,~ d.elayo in eeCUl"illgt.Ae: . 
re~ui.red Xllount of ouzinezo'; 71:::.ich c~nno't oe' =e~zon::;oly' . 
:lvoid.ed~ and 2ve, no':' been c o-".rer eo. -::lY3ub·eeq,uent. su.~lus e:t.rn­
inez, ·it i3' difficult 'to avoid the conclusion that they r.:uot 
a.leo- 'be regarded.az.one of 'CAe elemen t.e ' t.:l:.a. 't 31'lould' ecco::.­
:::i<3ered. i:l .o.!?J?:r,o.1zine t.he ,lant. c.ne flX1ne;tlleir'ra'Cez. 
:! inveot.-orz are :lOt. cO:l.,er.z~'tecl, :f'or e,uc:o. looses eit:a.e:r' 
"oy 'oeing 3.11 owe 6. re$.zon~"'ole.=et.urn!j ~:"ereonol' ~=ouSh 
l3-:.u-plus co.rn1ngs, ~:c.ey.v:i1l not. cont.-i::.ue to inve~'t, t.Aeir 
::oney in.,1ru:t2 o~ t.Ais ki::.cl._, .Asai::l,'C:b.e i:::.veztorz wo·~6. 
ee'et: to be enti~le6. to Z\lCA cO::"jen.z::;t::'on' on t.:a.:e e:-Oilne: o'! 
eq,uity:.:.lc:!e";.,:!'or. these losses ~nter :'i:1t.o, -;he CO!3:: ot" .... he 65 



'~. I, 
, ,~ ,,' .. ' 

3ervice, at.Je~unci.er r..or:t.?.l coz:.d.i:tio:ls, it :.~ only f~ir't:o.a.'t 
the rat.e5 c:c.arged for 'the cervices render'ed, :lore :ixed ~t, .:l 
lev,el t.~t. i2 high eno~ to cover 3.l1 roa50:uble coots." 

Tho:~' t.here :lre certain o.c'tuo.l c0:3t.s1ncur.re<1 1n o.evel0:li>1ng 

.t.he "ou3i:::l.eo$ during it.o early et.aees, for which C,03'ts't.Ae utility , 

is ent.it.led t.o 'be're-inl"o'Urscd, jU37. ':'3 clearly as it ,iz en:tit.led 'to 

obvious ~or. argu::.e!'lt. -::,0 :ee't 

", ...... e 0 • '.,;.. o~- '" - . "I .ti"" • t ~ -, i' . l~ _.. 3UP? r IO'C'" z - • 0_0 sellOO ... are o. 't.a.e "n.e",7 t.aa - t.a.ese 'te;.c.z :.AOt!. ';l 

'be a.dd.ed. to Co..;91 ta.l ~cco;,mt., wilile tho ze of t):,e ot.b.er 'school beli eve 

-, 
The difficulty. wi~h,'the first vic·.v is tiu:.'t its ado;£)'tion will result '~I_ 

1,-
,,' 

,,' .; 

pay:l.en; o'! !:.ig7:ler rates for .:.11 ti::e, 'to eo:e.' The diffic'lll.'ty w:tt:::' 

the latter ~iew is tbzt it ca.ste upon 'CAe ~atro=sduri~ t~ firzt 

-• 
" -

~ of t~e op1~1o~-~~ ouc~ coc'tz, lesiti~A'tely and ~ioely inc~red, 

should be 'ta:.~en cc.re ot 
pu::-zued, and the e.xt.e::-:. to i7l'l1c:o. co::.z1der.o.:t10n 3h.Oi,;.l~ be eiver.-:o" 

ce:1.v~d. 'or 2'trugglee ag3.i:lzt ur.uzuo.l dif:;icul-:ie8, the 'cost. 0-:' . 
develo},ingthe buz:1.nez3 includingt.he e~lY- 10·~se3 :~ :-un u:p 'to 

" , I 

, ' 

almos'Z; tb,e cntil'ev3.lue o! the'l'h:rzical !)l~'t. it not-1::. excccs 

...... ... 

, 
tAe:-eo!. _, It, ~yb.3.p:pen o.leo' -:':!:l.o:~ while in o::e co.ee the addi~io:: of 

t.l'lese coet.s to c~?ital accou::.-: ::::li/?,At. ,be perfect).y i'a:1.r,: in ~o-:.;er 

case juztice, wi:'l :-equ1r.e 'tb.at _ '-:.b.eze co-ets be' re'~i:oursed.o\J.t -of 
'." .. ' 

l3- '. 
.... 

'1'< 



'" 

" I;' . ' . ~', " 
,; 

eid.ere.tio:l to :;;:. Cory'::: est:'t"I.::::e, it. shO'411G., also oe oo:'nc in mind 
" 

tllc.t on .r~nu~.::y lot, 19l0, 'being $O::::le 2t yec.rz ~tc:: ~"hc G~z .com,.:.::.:t 

OAcl.ll eive due, cone1dera:tion t.o 'tile element. of going CO:lcern valuc. 

~i t':l re!erence to t.b.e vt!l ue of t.:'.:le :plant in i,tc ,reoent 

cor.di 'Cion, or -:::a.e cost of re~roduction leos d.e~Jreei~tion, llr. 

Cory ~:,eee::::l':ed. no, e::r~i:n.::.t.e. :.:r. Zelley :,e~chcd tl'l.c concll.lcion -:~t. 

th.e rc.tiO o"! 'tne present. condition of t.he distributing '2yzt.em 'to, 

the cost. of re;produc~ion new :i.e ~~~rox~tely 7'7%. ~~ tact 'tb2:: 
~~' 

tile :property is ,not neW' \"till :cc.V'e l:l.o.t.eri~ ·oe~ril:g i::. '<lei.erm.i:::.inz 

3~forc le.!:~V'ins these engineerine o..ue::rtion:, :i: deem it. 

\, of eneineert!l a.nd. ot.:her expert.~ w1':.o testify before this Co:::mizzion 

in m~ .. tt.er$ of va.l~tion a..."'ldin otc.er :::o.t'te:-.e s.ffec-:ir..g ,1iol1o-
I 

utilitiec .. On'the Zlccuracy o~ t.he:':- -:es'ti:onywill depend.' t.o a. 

, ' 

'the Con:mizsion.' !::::l oro.e= -;bt. 'the Cocnission m~y'be tc.ir'1::. it2 

c.ccisions, i -: ::lust :::now ti:.e :::.osolute truth. ... ! de~i:::'e'to, express 

t.heh.ope 'tA3:t =.ll e=.ginee:-~ tectifyi:le before the COIJ::C.i::zio:l7lill 

~s ~?ozzicle D.3 wit::.esses no'; for t~e.,a.r'ty Vlb.O o:il.ll's t!:.e:J.,'tiut fo:- I 

t.a.e ,cople of '/t)::,c St? .. te o! CcJ.i~o:rr..ia. ewor%:. to 'tell t.AC Com.izzio:l: 

nii3si~n will fro=.,ti:e -:'0 t.i:.I.e lU:.ve occ':'3io::'·'to ctJ.ee~o'Ver the, 
I,. 

variou,!:! engineerc and. o-:her e:~per'ts \~ill Ci.el'e::.d. very l.::gely 0:1 ~ow: 

closely tile c~ti:l.::.::e,s I:l..."ld' ot~r tecti:nony £1 ve:c .. 'by It~e::l· c:c.eci: '11, 

. It'" ;l 
14.-

167" 



due cons1der~~1o~ ocl!evee ~o ~e ~4e 

.' 
This Co::nies1o::. will 3cr"Il':i::.!ze t:r..(! -:.ezti:::.ony of iteo\V%l 

ensi:::eerswi~ll t.Ae ee.:e c:::.re \";"i-:.:" .. .,.::nch i~XeX&miJ!e!i ,';:h.e :-:ee~1mony of 

ot:b.er. eJ:.zi:c.cer~' ~eeti:f'yir.~ before :. 't. 'X;;,e 'to-c't 't~;t one ot the 

t.inee::.cies 'to t.::.ke care o~ '1 te::.s ...,:r..ic~ ::13/::: ilave 'been overloo~ed.. 
:1, ' 

! :6.a.ve very ser1ou$ o,ouot.s D.S 'to 't:c.c co::t. ,?'f' ~'~. 
i 

, 1 

::!lp::,oduci::.Z· a pro,er'tY new, wnen ell t:a.e i'te::::.s whictJ. w~-:. i~to' tt:.t1! 
i 

::>roper';j" are clearly &scert.e.1ne"ole, e:.:y· allowo..~ce wha"t.eoe'7er' ohou.ld. 

oe :o.o.d.e for t.:c.is Cl0.2$ o~ co~'t1::.ze::.ciez.; 
• 1 

, '. I 
• , 1 

Su.ch 1 t.e::.~ :::.e ~ez;.:.:ll! 
I 
I 

--, 

. 'i!l.3';lr~Ce, l'l~we'7er, ,.should. 'be ~~:l car.~ 0:. :Aere::..ay 'be rec.oo:::.'!or 
'I 

. I . 
:::ome c.l10,i'fan:ce, for,col'l'ti~:.sencies 

1 

in a.ddi'tion -:'0 -:axec ~dins~~~e~ 

. .. 
conetrt:.cted,· 'but ve:-j'·li-:.tle :whe:;. t.~;:Jla=.t. r.a: ~c'tu.:.lly'been con-

st.r-..cted and ,;c.e sole qt:.estion. i::: WAo.~ i ~ 710uld cozt.to re~ro<1uee 't:'lC 

I hc.ve now cO:lcicierec. -:.he':!irillCil'nJ. evicle::.ce in -:h.iec:.:.ze 

, ,':., 

oe co~cidcred i~ est.: .. "olizhing t.he rc.t.e~ of co:::.:?en$~t.ior.. t.o be cOllec·;ed. 
~ ~ 

by ,t.rs."'l3l'ortat.i 0:::' ctj::lp:lnies o.re ::'~id dOim ir.. t.he Cl!l.Ze of Sy:n~h va • 

.. I)..mcz, (159 U.S. 4.66), in whictl c:;"$e t:'le court·~t. ~o.ee 546 u.zee t:c.e 

.. l5 -
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.... - ..... , .. ". 

" .' 
, .. ' 

, . 

" . 

"';Ie hold, howe".rer, t:U~t t:::.e 'basioo! all 
. c~lcu.lo.t :i.o~e as to tAerec.zo::.=:.blene~~ of ::'::,:t.ee to, ·0'0 
ciu!.ree~ by 0. . cOX''lJor~~ior. tl~intD.:i.ning~ ~:h1e;hw$.y un6.er 
legicl~~1ve flt?:.ction must be t~e :.:..1:- value o't ,the ,rol'crty 
be!.l"lg used ~y it for t:l~ cO:lve::.1e::.ce of 'toAe "ubl:1.c. AI;c1., 
1:0.,; order to ancert.ai::.', tl"..atvalue, the origi:u::.l'cozt· ,'ot .' 
COl:.zt,:,u,ct.ion, .-:AO . o:r.o:U:;.'t e:-"1)cmded i::.'~anent imXJr,o~c:::.ents, 

_ .-... the CJ:l.O":''''lt ,~::::.CL market '\"'&.1·1l~ of it. S Q,or..<ie ':I!ld ztock~tAe 
,re3en.:e C1.::scom::?ared wit.h t~e oriei:.il c'oc': or conz'truction, 
tne ~,,::-ob.:.'Ole e~:li::.g capac:!. ty ofthe.,r0l'erty under ' 
po.rtiC"lllo.rrF.tea, pr~ocl"'i"oed by 9;tstute, s.r.d.: :-:!le C\l: requ.1!"ec. 
to meet. o~er2.tins eA"'Pen~es ,Ul"C all':na"tters ·'tor' co:ioiG:er::.ti.o::., 
n.nd:ire to; be gi 'Ile=. 'a~ch,weight' as m::."J be just,t\."let=igA't, 
ir.. eo.c~" case.;. We 0.0 not 8:lY t.M't tc.ere maYl:.ot -oeother' 
:llatterct.o be regarded in e:rti:n:s.t'ing t:ae valo.1e. of ,the:; 
property. V.o.a't ,:n.e COrJl:Pe.n.y is entitled to OlS~ i3'a."f~i=' 
retur:t. U}!O::' t.:b..c v~ue,of't="; vf.c.ic:i it. e:n:91oyz" for tAe . 
pi";oJ.'1cco~venience. On the ot.Aer Ca~d.,. "hc:~· tile :public . 
io, en'ti tled 'to dcr.z.nd is t~:t.t no more 'be exc.cted. 1"'ro=..' !~. 
for. the U$e of 0. ~'UbliC hig!l.way t~n tn.e ~erviecs' r'e:dered 
Wit ar e ,rea.sOnc.b'ly V'fO'rt.c..'" , 

'!:a.eoe Oo.r.le 'tC3t2':.i::.y 'be ,coneid.erec. il'! ~~cert.ai::.inc', ti?e b~ei=o:l '1."t-..ic!:. 

to. e!3td'oli zll ti:c.e rat.e t.o oe ch=:..::-ged Roy ot.ccr cl~E'3es of ~:t;ilit.:1.ec 

SUJ.jreme Court, i::. ::0 f~ :::'0 'tb.ey ~ve 1)een ,:"e3e:::~ed in tl".eevidenec 
\ 

i::. tAiz case, givi::.g eo.cl'lsuc:c. weizhti ae !.~ =ee:nedto 'l:leX':1 .. ~, T.1~ , 

eo desire to fi:d. a value w:1.ic:h sh.ould. oe juct ana. e~ui tia'bl~. ;::ter 

c.coseful con:id.era.-:ionof .. 3.11 tAefact.~ : find. a.$. 3. fD.c~ tMt. t!:.c, 

publiC' service, as d,iecloceo.~~y t~e ·e7idence.in 

in .eXCC50 o'! theeu: of$6~.250.00. 

! chall now consider additional ele:en~~ in, tne ,roolc.:, 

. . 

! c'h.c.ll follow. ~he ge=.e:-al ,lon'.' .. vhic::'I' l'ur eued. in .conneC:io~ 

"'it.a. s.$ce!"ta.ini~z ,the vel-..:..e<:);t the r,.~,ittel'ent. ,ortior..o ot. tr.e:pl.:J:': 

0:" 'oy~te:n uze6. in t.::'e. :lla.."'l.ufac,ture, . d,ietr i'bu.i1on ~d ~ra::13m.12$io::. 

of the. ee.n .. 

(1) . :':o.."lufactur~ or ?roduc~ion Cozt. 

The' P~eii'ic G=..e ~d ~lect.ric CO::ll)c.::.y sive3. tlle e.:muulco:J~ 
" 



, '. 

it ":lerc !lC\r <:l.n<i. al S~ ex,ect to zet c.zi<!e 0. de~recia-:'ion t'und. 

effect 

so ae -:0 br'ine the ea::,ningo up to one a.r.d ~ hcl:! ti:es 'the, bo::.d. 

1:1 tere at, which' ee.rni:lg3 are then to ·oe c::...p1 talized -:.:~ ::erve, as ,t7:.e 

ba~1s of !"J.ture ra-:es. :.::'. !::ocke:l"oea.:ner" Audi'tor of th.e :?:.cific 

Gas :-md :::lectr~c' Co::.pany ~ testified t!:.2.'t on ~irzt-cle.'zg :.ortgz.gez 1::. 

~ :F:'~"lcisco 0::: lc:ge )i:::,oject3 ~o::.ds ~re 'being ie'$ued be:l.rine ~ 

. ' . 
is in exceee o'!' t".o.e ~ou..-:t w~:'c~ ohould 'be allowed.. , CO~3ideri~e 

in :palo .. '..1 to', ! fi::.c:i. that-:he co st of :;>ro6. uc1ng UlC: Z~:;: w'.c:ic~ i·$ 

"-:'~e::,e.:.rter delivered.' in P::.lo .A1 to, includ1~e· c. :~ir retur::. on~lle 
.... r···· 

1nveotment, 1: not to, exceed::;'O.69/"'ftper tb.Ou.z~d. cu"o1c :'eet. In 

::lclc1ns -::6.1s f1r:d1ne tne ?c.cific'G::..z ~d Electr1c'Corn,~ny'idez~i:r.&te 

of the co::::t of ::-e,roCLucing it3 pro,erty ne\'1 1:: tske::,.w:i::.:l'out 

, 
- 17 -
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GAS: -
Ga8,S~e::: 
Go.e PurCM-ZeZ 
Ga.s'$O.les 'W'age:z 
Gas,S.;:,les EX2e:lee 
Rent", 
G-ener~l 3xjense 
!nGurcr .. ce 
?roper-:;y, Rentsl 
P:t"lYl)erty RC'I)&1 .... ow 

fIJI.' • I J' . tA ~ At.~ 
~acc~~5e ?r_v1_eee 
~egal:,':S;xpe:lse ' 

'Adver'ti:e-i:lS ' 
!nte:re$~ 
Off'i'cer,Ts, So.laries 
'~eter·&' Governo:, 

?;epairz," , 
:De'1elo~:ne:::: 

21 714 68 
4 615 40 
:. 22~'i: 39 

260,,00' 
?7C03 
109 20' 
528: 67 
. 81. 80 
771" 8l 
76505 

225, 
1 ': "'0" " .., 

2 400,00 

lZZ 75 
,20:5- 2S 

43 429 35 

33 574 tzS. ,9 a5~ 89 

.l;,,:r.iJ:.:.:u..~OTJS CRS:-

'. , ", 

Servi6e 261 10 
Di~¢ou:t 2 ,21 
Prev1:ouz'Year. 356 , 67 
I=ci'dei:.t2.lRece~pt$ ___ 4.;.'_,.;,e~, 

" , 

':':'ISCEI.L.A:\EOUS DRS: .. 

Depre e1 $ion 
''''''C':!.'A'p'''.",'' , DoC .. ' ........ ·""" ...... w~' .. .;,," 

" ·ou:ee::.en.t 
:Sao. 'Debts' 

T~ez 
:Oond'!nt.erezt, 

4. 240 08 

44 05 
190 20', 

l 478 36 
5 760,00' 

TO,~al 

4 474 33 

7 238 36 

.. : 
I, ",' 

II 712 69 . II 712 69' 

the eenc~~l ~~~a5er, a portion o~ whic~ zhould. ~ro,erly be c~:rge~~le 

-:'0 the:?c.10 AltO Gas l~::?l'lio.::.ce Co=,~y, s. zubzidiary co~or~::io:. o!: 
, . 

the G~z Com,:l..~Y !o==ed ~o= ~~e !I".ll"!i0ze 0'1.' lwondling gag o.!>,lia.r.cee and. 

o-:i,n~ta.lii:lS 'the zer"1ice co:nec't1ol'ls :1.noicie of 'the property line. 

'" this com;PD.ny sb.c..ll :n~e a l'roti't,'out ti"..l'.': tb.e com:panY'''Na.$or'ea~ize6. 

e..z 3. ma~te= of convenience -:'0 :per:o::-:: 3e:-vicee wMcil. 'theG:lZ, Co:n,a::y: 

would. o':l:.erwi3e~ve to ,er!or:. 
,; 

'rAe :::.=.nual l"e,ort of' tAe J.,:pi.i~:,nee:" 
,,.,. .... ''''''. 
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(2) T=~s:::.i~z:Lo~ Co:t. 
'I 
I, 

T~ ~~~cific Gs.$ .c:.6. :Zlect:'ic Co::.,any cl:..i:c.o ,Con i ten-. of 

.,' 

its :I.: u,l'ldoub1~edly m'Uc~ higller t.han it chould "oe 'byreu,zon 0-: the 
'I ' , 

t~t a.."l ".lno:.:e :91'0,0:--:'10:::' o'!' 'tne :nc.!:ten:lnce ~"'l6. o,er~tio!l 

a:ld operation of the :~rtin. S't':'-:'ion s.::.d the, 'tra..nzeizeion line,' 

properly ch~geaole to the Aed~ood ~ist=ict, ihould not,be -I ..... _ .. 
excc35 0-: $6,000. 00.. ~o 'beor:e-:y lioeral, ! e.:: consiciering it·, as 
". , 

,;.8,000.00. ~l:.e13e items in co=mon '11th ell the -other ite::.:3p:,eze::::ced 

by 'the Pacific Gao .?."lQ.. Electric CoCp~"'lY, sre subject to :::-cvi:io:::., 

c1p"i:::$ an ~1M;1.1 ite::. 0"£ ~, 734 .. 00 for de:9recio.tion. TAiz::'o 

! fir..dfro: the evidence i:::. 't~iz C~2e t~t 0:::' c.' very 

,libero.le2ti~a'te the trane=ieaion cost o! 'the ea~:~~u!actured in 
! 

' .. 
the Po:trero pl:lr..'t a.."'ld Ul.eree.:f"t.c:- deli'V'e:-ed, 'to the', con:nimero of 't70.e 

,Go.s· Comp~y, incluG.ing e f~.ir ::e'tu:-:::. 0:::' the i!lVe5'tr.c.~:o:C" ,10 no·": in , 

exceZ$ of' 22. 76.¢'. T::'e cozt of l'rod.'Uc':ion C-"ld tre.nO"'..Ai·esion ie, con-

~equen'tly not in excess of 5Z.454~ ~er ~ou2and cuo!c ~ee~. 

(3) Diztr_!:ou':ior. e03':3. 

T:ae trial "oc.lc.nce of 'the ea,$ CO:::l'p~y tor 'tAe year 1912,.. 

'f oj.lowe: 

.. 



, ' 

$1s11 , vo.lue, :;;.re ,\?o:t:a. wll:lt t:::'ey co:::, c.nc! t7a.::.: the o~~stanci.:!'=S 

::.ccoun'ts, of ~:c.e ,cor.:.pany are good. A:t~c :genero.l :::.na.ger of 'th.e 

G::.o Co:ri:pc.::.y devotee 3. conzider.?.ole ,O'rtion of i::.iz ti::.c to t:a.e 

A~:p11ence, CO:l,any,; 0: \'7h1ch com::?::.ny he is aleo general :D.;'1.nE,ge!', a.n 

equit~ble ~ortion of hi~ $~lary eaould oe cha:eeu ~o t~e' Appli~ce ' 
, 

CozpG.ny, t~er~by r.tecreazi::.e 'to t.a.c.t extent the o'erat:'ne ex;,e1'l3ee 

, , 

test1:lony :how!3 'tJ:,.g;t the front l'o:-t.io~ of tAe cto:-e ;"Z de't"o'ted 'to 
, 

t:::'e APl'11a.."'lce CO::lP.::.ny, :::.no. 't:::::.r..~ a It::ee :port.io:. o~. 'tone 1'100:' space 

ie d.evoted. to tlla: co:::pc... .... .y.: 'T:b.e zo.::.e obze:"vc:r.i·o=-:l.1'~1:ie3 to ot.:b.e:, 
, . ., 

i:e::.e in 'the expense e..ccount. incluo.inZ t~e :l,:we"'..l of office:"z' 

, 
tot~l of ite:e which enould be CA~ee~ :0 tAe A~,li~ce Com,any 

" 

1n caseit:c.a.t. co::.pa:.lY ~c.de a ,1'ro'£1t to t~t extent would be in 

excess of the Appl1.2."lce CO::',01!Y' 0 net ,rof:!. t '£0:" ,tAe year ending 

Decem.ber~l='t, 1912. Tile 1te:t of $765.05 for leg::.l e~en:;e coneiot: 
," 

:lo!::!tly o~ ex:gencc, in eO:l.."leetion with't'~o euite inotit"J;ted by tile 

j t .. ! .to t d ..... 01 t" 1- ~e ·n ...... • .. -...e C .... ·t'lf' o""~!"-' ... o' uz ~y.. ~~e=e::.n ~~~ .... n ne eu ~ ~ ~~~.. - J. ~-

.. c...lt.o -:.h~ City ~: ,r:.c'tics.lly cotlte2:;ed judg::;etl't. !'!ltile !3u:.: 

~go.ir..e,; the R~lroc.d Corr.mission, howe~er, to preve~tt:o.e ?D.ilro~d . 
, ' 

00=1 esion 1'ro::. exerci2ir .. zi ':.$ :::.u-:':'lo::Oi'tY u."1.der t.AC lD,:V: I 'tile CO:.'l-

_01' ~ 0"'" .. ,~ t!' ... u,.. ... "'l· .... ed """" COil....... i' "'- (i.''' .. ' l".""' ... clol_ .... _cd ._ ....... Aer -t'_"'e"'c ci:'-....... 2S. ~ ... ,,0;1. ... ;;;) 'oJ"'''''' _ .u· .. 101. .. ~ -- .... - - ~ 

,,'. 
, ' 

p~y cxpenoi'V'e : legal ~ee'9 ir.. zeeki~.g 'to ,:-eve:::t. i tz l~\1f\ll,=-eeula::io:l 

- 20 -



" ' 

The ite::::. 0-: 6.e~.,reci:>.tio:: 
',' 

':0 $4,240.08 iz 
• • "I 

""r"'''''":,o'y "",.~ .... .: ...... e,.1 ')., .. ,. ...... .,. ov:~'" be • ~~ ..;.w.~ • ..,., ~ iJ,J .4 •• ,/..J .4;." II'VC 
'; j' 

" 

ut11i~y ~ke3 ~ protit very' otten dependo o~ the ~o~t of ~hc 
i':01::: cAc.:-zecl to dC?reci""~ion. I ~ convinced frot:l tile ev-idence 

is not ine::cez3 of $2,748.00 •. 

, d ", .. 
,', a:l 3. •• classes of utilitieacan be esta'bli~b.ed by thizCo:::iizz!o:l., 

Ec.;ch c~:;:e :nu~'t be j't),c.ged.' on i t8 own !:leri'te. ' ... .... 
... '" 

a utilitty in onecol:l:llunity would oe enti'tlecl'to O:'le rate of ::--eturn 

whi'lc 0. zi:.ila.r co~ce:::':l in o.nothe:- co=uni'ty "N'O'Uld. oe enti tIed ,to ' 

~, d.ifferent rate.· It may 'be' 't~'C a lc:ge o.nd solidiy e:tabl~z:':eo. 

utility ~il:: =.ot oe entitled to, ~e hie!! 'a retu:n' as a ::u:.l~er .u::ili't~r' 
I " 

w:b.iCA i~ etrueeli:r.g Seai:2't ~dver~e circ'Umsto:~:acee" T:::e :r.o't!~ tb.::l:: 
, ' 

ca.n~e sc~id '\.:Iy w:J.yo'f generc.l princi,les is t1:c.-e t:a.er'!'tt.1.r,li should 
, " 

" 

i 
too strict :l policy re.l3';.ll't ii tUl"ni:::oo ca.:::>i tal to o-:.he:r :!iel<io of 

e:lter:p~i3e. Cclii"orniu neec.c ci.~'Velo,:::.e~t "o...,,;;."olic uv,il:.'-:.ies, 

ar..d ~hi2 Co:n::.icoion' z :policy 3l1.oulci. "oe a oro:lc. :'.."'l.dli"Oer.:.lonc,· ::!o 

Z,.cto cr.couragecz-:.?i 'Vt!.l ':0 6.evelo~ -:Ae Sta:te "'oy legi ,,;i~te ::;r'.l":;)lic· 

utility en'tol"l'l"i~ee where nceci.ed. ::o.e Co=izzions:i:.o-:.tld. "00 

1 "'- , "" '10.11 ,.~.: "' ... it:; u~e~ .,,,.,J! ue.e-tu~, '!:o"".. ~ ..... e 'Vs ue 0:' t~e ,ro~er'Vy o. a ~~w c ~-. ~ ~ ~~ ~ - - - --

return or.. ':2t v:;Uue'. :3eari::.g, i::. :::line. all the !actz of 'tili$ ca::le 

t:.::l C~Oml"oy the evidence, ! :f'ir..d 'Vh~t a ::"<!te of ::etur:o. ot,8% ox:. 
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the v~lue o~ t:'~ ,ro,er~y of 't~e ?alo ;~to Gcs CO~9~Y used a:d 
',~~ 

uce~·J.l for 'tAC :publiC pu:-:.?o:c, c,z fixed herei:l, 13 .:::: les.et Co :r.';l,.lr 
f • ' I 

I 

and. equita-ole rr1.teof l"etUl":l. !f ~y":,hing. t7c.c rs::e ,i'$ '.p<>o hie'::' oy 
'/ 

l"~o.~on of the fact ti'..c,': the Comm~=cio.n hc.o 'occn ~ore t~..n ::'~bel"a.l 

Act, to fix just ar.6, reasonable re;:es. Citn.er-::i~e, 3. utility, 0:1 
" 

enteri:::.g into ,contract,z w:!. t.h t.Ai=G. p~rtiee to::- tt-.e 3u,ply' of ito 

commodity or ot.ncrwiac ~ould cffcct~lly nullify tAe ~ower ot tAe 

zta'te, und.e1" the !>olice ,ower, to 3upervi::e :~ncl, reeu1o.t,e -1 ts 

'.:q'ti.es to -:.he contrc.ct will :::l:~~"e tlle nece ~c.;..r7 ::loG.itication: 

-:';':;:.ereir;.. 

i:lCli:~ing a. fair ret.urn on, tile invest:::c::.t ~'"ld. taxee, 1: not 

rca:ool'!:;:.·oly in exce f!.$ of 65.83pf ::>c1" t.ilou:s..--;6., cuoie ~e~-:.. A~di!lZ 

tAi$ amount to the totel of 5S.454~ :01" manu:aet~e ~d tranomiozio: 
I 

gi"fes a 'tot:J.l of $1.19204 as a.'liberal out~ide eozt i~el<:'d1nea 

. , 

i:l !'~lo Al ~o e.::c. ~l';.e .::.djo.eent terri tory "oy tile Go.s Com.,anj"'. ,,! r..z.ve 

on the oi~e of juctice to t~e ~tility, pcrti~ul~lj 'in view ot t~ ~~ct 
-, 

Co::.:?a:-..j':: reve:::.ue 0::' 't:h.e .i:l:proba"ole 
"f..:." .. . 

-22-



herein eotaoli zll.eG, it co.sed or. t::o.e facts o.,plics."ole ":0 'tllie cc..ze, 

,ar.,a. 'that~:c.izrcte, co.:-:no't ·oe ,-:~e:r.. c,s expres8ingthis Co=isz10n' z 

, .' 
:f'riet~ :.ay ,'be o.iffere::t. 

. , 

the mini::-.;.:::. of SOt :vcr tlO:l.'t:c. :o~e:,,::~~cte:.", o.no. -:~i$ minim.~ \":111 not . :., ........ ~ 
.I., ....... ~ 

r~vie'W of :::.ll·ta.e !ec":s 0;[ -::c.e case! t1::.cl,";4.at t4e exi:ti::.er.:.-:e of 
,. 

$1.50,e::: tl:..o'J.2o.r..d c'oloic!"eet of' <::a~. now ch::.reeci 'bytAe de:ren~t 

.' I he:-e'oyreco=ex:.o.' t!ul.t e\:..cA =~'te ·oeeztc."oliz:-:'ec1.. 

I l3u·o:n.i t Aerewi t~ -:~e following 1"O:"l:1 of' orcler: 

o R D 3,R • ..... - ...... -- .... 
". 

,40 ' 

.' , 

it'z cO:::l::?la1=.'t =.e~dr..:::t the :2.:.10. )~toGs.z. Co:psr..y alleging that. z.a.id. 

. com,o.ny' $ existing rate$ '1.'or artificial gas ~.re .. t:.nj'U.ct a::.ct un- . 

re~e,or:.o.ble, a:.'1c. =ec;.\lesti::.~ t.hi:l Co~i:::sio::. to e:.:abl'ia:a. :-~'te3 \",::'ic:c. 
""'''" ... 

'" . ":,,, ., .. + r 

slU..l1 ".:Ie j ..... s't <l:lt1. ree.sonc.'ble ~ :='ere~:!"ter to ".:Ie c:o.:D.re~'G."ar.ti collectee. 
'f. ~., " 

by, sai6., ?al'o J.J.::'o Gc.s CO:tp~y, c:.ci tAe ps:t:.ez ~vi: .. e !;rt:i!"Ju1it.ect''''·~·~·. , . ..., . 

con "ldere'" ·0 'OA ':., • .; "''''ue "1 ..... · ....... 1 .. c"''''e "''''0.' f't_ ' .. """'~'''' ... '.'' ... ' C 'he ... " .... _" • .,....I'J' ';;'-:--... 1..,..". 
"...... , ..... 0# "" \iio,w' ... w" - .. - ~ "". "" ,.;.... - , .. -'" . -..- \:1.........-0 
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·. 
f 1 ) .. '. ".. --
\ ';.' oIoc.a", 

,~ " 

fee~of gcs c~rge' ~~ collec~e4 by the ?~o )~to' G~8 Co:~~ny !n 
, .,,~. 

CA~:eed. end collectc6 'by ec.io. Pt=.lo Alto,' GS2 CO:::l,c.ny in the Ci tj ot 
" , 

P:llo Alto .':.:ld in -:.he -:'e!'l'i'to::::-y o.c.je,eent t:a.ereto I; serve,a ·oy sc.1e, 

CO:l'c.r.y, is not to e:::ceed the SU!ll of $1.20 pel" thou.e~d cubic'feet 

of gas delive::::-ed, witA ~ ~~i~~ cr~ee of 50% per ~onth per meter. 

:S~ein£ our co~clucion.o on the i'o::::-egoing fir..di:l$~ of f.:l.ct . 
. ir 

tone. on the further :f'in6.inge 0-: fc.ct co~.'::::.i:o.ed. in t!!e o:pitli.on .'r.':a.ich 
., '.j 

~recede$ ~~is orde::::-

ordered filed ~z t~e Opinion ~d Order of: 'the ?c.ilro~~ Co~ie2ion 

ot t.he State ot C<llifo::::-ni~. 

;.: .... .re~, 191:3. 
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