Decision X0

BEFCRE THE 4£D COMBIISSION OF
oFE ST ALIPORNIA

a-qt f}“"ON u0!§§030

In +the matte* of %the Appli-
cetion of PACIRIC GAS AND EIXC-
TRIC COMPANY, a corpora ion,
Zor exn QOréer of +the Railrosad.
Commiceion of tho State of
California,fixing the rate arnd
charge for gas Zurnicshed the
City of Pelo Llte, & xunicival
corporation.

——

Anvlication No. 3300

[N SN S WL W L N L L

Charles P. Cutten, for Applicant.
Norman E. Malcoln, for City of 2al¢e Alto.

TEESIEYN snd DEVIIN, Commissionmers.

CPINTON

Tris procoeding involves the fixing of just ané

reasonable rates for gas supvlied by applicant at wholesalo
t0 the City of Palo Llto.

The City of Palo Alte owne and operates & gae dis~

tridution system in the City of Palo Alto and eavirons exnd
purcheses gos 2t wholesale Lrom the Pacific Gas and Zlectric
Company.

The Pacific Gas and Electric Company omans and op-
eretes o gas plent in thoCity and Cowaty of Sox Francisco
and & gas traasmission line extending from its plant iz e
sontherly direction througr San NMeteo Couwnty and o portion
of Santa Clara County to the City of Ealo;ﬁlto. Pacific
Gos and ElectricCompeny omus several distridtuting syetoems
supplying cities and tomas em routo, and tho territory thus

served is designaté& ac applicant's "Redwood District™.




212 ges supplied, both to Lts own consumers ir Redwood

District and to the City of Paic Alto, iz mamufactured
at tke applicent’s Potrero ges plant inm Sen Frarcisco,
and transmitted et high pressure to pointé of consump- '
tion. The City of Palo Alto has been engoged in the
buginess of supplying*gas to its ixhabitants and the in-
baditents ol certain adjacent territory since on or
about tie 22nd day of Septemver 1917, at which time “he
City obtained possession of the gas distributing system
fTormexrly owned by tze Palo Alto Gas Conpary.

Hearings were neld in San Francisco on Januuery
3rd and 4th end om Xay 17¢h, 1918. The matter was then
submitted and 1c now ready for decision.

TUnéer terms of n certain contract entered inte
on the 1l8th day o2 Marech 1905 by and betweon the Tnited
Gas and Electric Company anéd Palo Alto Gae Company, Palo
Alto Gas Company sgreed to vurchase gas from United
Gas and Zlectric Company for & term of ten ybars, axd
to pay £or all gas vurchesed on emount eomivalent 4o
50% of the grosc revemue dorived by Palo Alto Gas Com~
v8RY - Pacific Gas and Electric Compasy, as suc-
cossor in interest Yo United Gasc and Blectric Company,
carried out the rrovigions of trals contract, wntil its
expiration on September 8, 1915, and during sald term
axd thereafter billed Palo Alto Ges Company 4iu sccor-

axce therewith.




Prior to the girst day o April, 1913, the
rate cherged by Palo Alto Gas Company Zor gas sold its
consumers was $1.50 per thousané cubic feet. Tnder <he
terne of the contract sbove mentioned, Pacific Gas end
Floctric Company received severnty-five cents for each
and every thOusané cubic Zoet of gas so0ld by Palo Alto
Gas Compeny to its owx consumers. The Railroed Commission
in its Decision No. 499, Casze No. 288, datod March 12%th, 1913,
fixed the gas rates of the Palo Alto Gas Company at $1.20
vor thousand c¢udbic feet. Under the terme of the gbove-
monvioned contract, Pacific Gas . anmiZlectyic Compeny trere-
upon charged Palo Alto Gasz Compeny Zor gas at the reie of
3ixty cents pyer thousand cubic feot s0ld. In fixing the
2alo Alto Gagc rato, the Commission stoated thet the cost o2
gas delivered to Palo Alto Gae Company by Pacific Gas and
Electric Company was not iz oxcess of 53.454 conte per
thousand cubic feot, and baseld its conclusions upon cor-
tain testimony by officers of Pacific Gas and Zlectric
Company. Thereupon Palo £lto Gas Company refused to pay
for . gas to0 the Pacific Gas and Rlectric Comrony more than
i fty-Lour cents per thousend cubic Leot. Out of this
differonce has arisen a dispute and clainm for reparation,
waich is before this Commiesion in Cnse No. 1144 zow pend-
inge.

The City of Palo Alto, a8 successor of Palo
Alto Gas Company, has agreed +hat pending the decision

0% the present proceeding, 4t will pay Pacific Gas end




Zlectric Compary st the samo rate thrat Pacific Gas and.

. Electric Compsny had heretofore billed Palo Alto Gas
Company; namely, eixty cents peor thousand cudbic feot
sold; and in the event of this Commission fixirng another
rete, tke City will pay to Pacific Ges and Electric Com=- .
pany the difference between the billed rate and tho rate

- fixed by the Commission. This arrangement was to arply
o all gas vurchased on and after QOctober lst, 1917.

We have, then, belore us 6nly the question of

Lixing the rat&?hich City of Palo Altec will pay to
Paclfic Gas and Electric Company for 'gas delivered into
the City's system. In Decision No. 4736, Case No. 839,
dated Oct. 8th, 1917, this Commission fixed the cost of
production of gas at the applicant's Sgn Francisco plants,
end further segregated the cost of gas delivered to the -
Redwood District, in whickh is included the gas delivered
to the City of Palo Alto.

Iz Application No. 3248, this day decided, this
Commission considered all matters ir relerence to the gas
rates of spplicant In RedwoodDistrict, excerting the rate
for gas served to the City of Paloe Alto. By stipmnlation, tre
ovidence in hoth of these‘proceedings i8 considered a
vert of the record hereln.

In tho decision this day rendered In Application
3248, thié Commission made findings of the value of the
property snd costs of service of applicant epplicsble 1o

the service of gas In tho Redwood District, and segregeted

B -




s between gas 8014 to the City of ?alb A1to apd

gold to applicant's consumérs in RedwoodDistrict.

The properties wused 2nd wuseful in the service
of gas to the City o: Palo Al%o consist of certain
portione of tane irensmission sysem and othaer equipment
used exclusively in the service of gas %o City o2 Pale
Llto, and in addition cerfain portions of the transmizsion
System and ecuiyment, uced Zor thé Jodnt sexrvice of gae
both to tae City of Palo Alto and other consumers of appli-
cant in fts Redwood District. In addition, cortain planmt
and equipment locateld at Applicant's Potroro Plant in Saun
Franciseo ere used for the memufacture and vumping of gas
both o the City of Palo 21%0 and applicant’s otkher con-
sumers in the Redwood District.

Prom the evidence herein, we £ind a3 & fact thst
8 reasongble rate. base 1o beused Iin determining “he cost
of ger¥ice of gas to the City of Palo Alto, whick Ln-
cludes both plant and properties wmsed exclusively in +the
service ol gas to the City of Palo Alto and & pro-rats
0f the plant and properties used for the joint service
of gas Yotk to the City of Palo Alto and t0 applicent's
other consmmers Iin the Redwood District, 1is the suwm of
£105,227. This 40e8 10t include any portion of sppli~
cant's gas production plant in Son Frencisco, which has,
aowever, been vrovided £or ss an item in the cost of

meaufacture of gas sudsequently delivered +to Palo Alte




axé applicant's RedwoodDistrict. One of tne items
to be considered in fixdng the wholesele gas rate Zor
the City of P2lo 4Alto is-the cost of gaé menufactnre at
gpplicant's plant inm San Francisco. This matter wes cov-
ered by this Commiseion in Decision No. 4736, Case No.839,
baged upon the conditions whicha then existed. |
Subseguont *o thié decision, however, the cost of
0Ll used in gas manufecture has incressed =o thet Appli-
cent W1l be obliged, on and sfter Jume lst, 1918, to vey,
undeor ite oil contract, an incressed vrice of approximate-
1y 274 vexr barrel og'oil. The effect o0f & casnge in the
orice 02 0il is +0 coxrespoﬁdihgly nodify the coet of
ges manufacture snd thorefore to alter the rate. In the
case of & vory large consumer, suchr as is the City of
Palo Alto herein; wo deem it desirable to f£ix a rate thet
will be Llexidle 4in so Lar as 1t is affected by changes
in the price 07 01l, and which will tacreby render wa-
necessary reveated oroceedings for sdjvetments in the
ratc. ‘Purthermore, since the City of Palo Alto and appli-
cant have agreed to make the rate to be fixed nerein rotro-
active to October lst, 1917, thizs form of rate will estab-
~1ish a vasis for adjunstment o2 ckarges for ges in the
interim.

We have taken into consideration the provsble

arount of gaé delivered by aprlicant to the City 0% Palo

Alto,, and the losses in trarsmission thereo? between ap-
plicent's manﬁfacturing plant {n San Francisco and the

point of deli%ery. We heve also taken into sccownt the
cost of gae manufacture at the sawplicont's vlent in 2an

Prancisco and 21l other ZLixed chargos and expenses inci-




dental to the transmission and delivery of gas to tho
City of Ralo Alto, which inecludes both théae cherges and
experses allocateld exclusively against the gas cupplied
to the City of Palo Alto end & prorata of the fixed charges‘
end expenses allocated to all gas £0ld to doth applicanf's
consumere in Redwood District and to the City oL Palo Alte.
Allowance kas beexn made for a reasonasble returz upon &p-
plicant’s invoestment and foi 8 proper deprecistion anmmity
upon tue properties ¢f applicasnt used in this connection,
axd for all other iteme effecting the ceost of service hereixn.
Under tre present system 02 rates the Pacific Gae
and Electric Compeny receives paymert Lor ges suppllied 10
the City of Palo Alto on the Dbasis of the sales of gas as
recorded on mevers oL the City's consumersg. IL the smount
of gas lost in the City'es distributiorn system were 2o matter
o< exact computation, this method would be proper, but in
s0 fZar as the loss in the City's distribution systenm is a
varisble figure, this method of measuremernt of gas sold
mould be inequitable to the Pacific Gas and Zlectric Come
vany and would pernelize them in the evert that the City
of Palo Alto were negligert in the maintenance of its sys-
ten, énd permitted thereby & greoter loss of gas. Appli-
cant zasg instelled at the point of delivery to the City of
Palo Alto an accurste and satisfactory tyve of meter which
measures all the gas delivereld by spplicant 10 the dity of
Polo Alto, and the City of Palo Alto under these conditions

ghould nocessarily assume the responsibility Zor whatever

losses mey oceny in 1ts own system. Ve believe it more

eguitable to both parties kerein that tne rate should bve




#ixed on the basis of gee a8 delivered by ;pplicant $0 t2e
City of Palo Alto snd as measnxgd by spplicent’s meter at
the point of delivery.

e f£ind as & fact that the exisiting charge of sixty

cents per thousend cubic foet sold 1s not & falr, Just and

reasonable rate in so far as it does not take into acbonnt
the cost and value of service rendered, and in so far as 1t
d1ffers from the rate nereinaftor fixed.

Vo £ind as & fact thet the rate heréin set forth
a8 Scredule "J" is & just and reasonable rate fof the serv-
ice of gas surplied at wholesale by applicent to the City
02 Palo Alto uwnder the conditions of felivery, meazurement
ard price of oil as set forth in said rato schedule.

SCEEDULE "J"

Oz the basis of monthly consumption of gas ae nescured at
the point of delivery 4o the City o Palo Llto gt or near
the compression tanks of the City. .

RATE

r 1,000 cu.ft.20r the Lirst 5,000,000 cu.ft.per mo.
oom o w owoom a7 over 5,000,000 T T T
" w . m w w gg3 consumed for eech 10¢
Per barrel +hat the average »rice 02 oil at the
%otreio Plant of the Company exceeds £L.00 per
arrel.

A cubic foot of gas isereby defined as that volume ol gas
ocerpylns the space of one cubic foot at a temperature of
60 degrees Fahrenboit and at a pressure of four incies oX
water sbove the atmospheric prezsure, the atmospheric pressure
being taken as tho pressure equivalent +o & {trirty inck coluuxn
of merecury. :

Torritory

This rate anplies only 0 geas £0ld at wholesale to the City of
Palo Alto.




We submit the following form of order:
0 R IE R |

Public nearings having been held 4in the above
entitled Proceeling, and the matter having beer submitted
and being now ready Lfor declsion, the Railrosd Commission
heredy finés a8 & fact that the rate charged by Pacifiec
Ges end ElectricCompany for gae 201é at wholessle to tre
City of Palo Alto i3 wnjust and unxea#oﬁéblo so far as 1t
differs from the rates herein establiched and that tre
rate herein established is & Just aml reasonable rate.

Sesing its oxdor upon the foregoing findings of
Zact and upon the other findings of fact contained in the
opinion which precedes this order,

IT IS TERTBY ORDERED that the Pacific Gas and
Electric Company be and is heredby suthorized to crarge and

collect for gas sold at waholessle to the City of Palo Alte

tao rate set fortih in the Opinion horein as Scredule "I%
provided the Pacific Gag andBloctric Compeny shall,within
ten days after the dete of this orlder, fils with the Raile~
rogd Commicsion the rate set forth horein as Rate Schedule
myw,

Tho Loregoing opinion and order are heredby ap-
proved exnd ordered filed as thenopinion and order of the

Railroad Comnission of the State of Calilorrnia.




Dated at San Francisco, Californis, this 3-372{
day of y 2918
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Cormiggloners




