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I3 the Metter of the Applicetion )
o2 Sacramento Gas Compeny for an ;
)

o

order authorizing inerease in rates

Application No. 3289
iz the City of Sacramento.

Devlin & Devlizm, Zor Applicent /'
rehibald Yell and B.D.Marx Greexe,
for tre City of Sacrementos

Chas. P. Cuttern, Lor Pacific Gas &
BElectric Company.

ZDGERTON and DEVLIIN, Commissioners

PINION

Thie proceeding involves tre fixing of just and
reacsonable éas rates Iz that portion of the City-of‘Sac-
ramento gzerved by tie Sacramento Gas Company.

On Qctober 25th, 1917, the Sacramento Gaé Company
filed an applicotion ssking sn increase in the rates charged
by 1t for gas furnished to consumers iz the City ¢of Sacramen
to, alleging, smong other tzings, the presentlinsufficienéy |
02 {t2 revenue to provide it with a reasonable ieturn‘upon
its invested capital on account of the increazes in its
opetaxing costse.

Zeoarings were held in Sacramento on December 19,

1917, and in connection with Application No. 3248 in San

Frarcicsco on February 1llth exnd 2lst, 1918.
The Sacramento Gas Company, hereinafter refeorred

t0 ag the "ApplicentT, is cngagel Iin serving a nixture of




natural and ertificial gas in portions of the City of Sac-
rexento, axd during tzhe rvear 1917 sold 141,892,000 cudic
foet of guz to avproximately 6, 776 consumers. The existing
rates of the Company are showm in tze scredwles on filo with
thig Commission. -

. The Applicent has, iz the nast, purchased oil
for nce in 1ts gas mernufacturing vlant at a rrice of 804 per
barrel, but iz now required to pey spproximstely $1.85 per bar-
rel. Such an ineresse is reflected in the Compsny's cost of
overstion and <the Conpeny hes further been compelled to meet
- dnereased costs of material wmsed in the construction and over-
ation of its properties, and higher wages are beilng peid to
its employees. Tnder such conditions, we are of the opinion
taat a vart at leest ol the added burden 0% the cost of oper-
ation of the Company schounld be borne by its consumers in tre
form of increased rates.

In our opinion irn Lyplication No. 3248, decided
this dave, we have set Lorth the war emergency affecting
public utilities and the »rinciples which we believe govern
the actione of regulatory bodies wnder present conditions,
and Iin the vresent instance we nave liltewise fixed 2 normal
rate and a surcharge to meet the emorgency conditions. e
reconmend, a8 in application No. 3248, tzat the bills ren-
dered by applicant 10 consumers in accordance with the rates
horeirefteor fixed , show the surckarge in the following
language:

"hiuthorized added ckerge to meet war condi-
tions."

The Company nee submitted in ewidence o valua~-
tion oX its gas properties in theo City of Sacramento, pre-
pored by Mr. A. R. Xelley, vwhich purports to show the nis-
torical cost of the provorties as of Lpril 12%,1915. Lppli-
¢ont has further sumitted in evidonce the sdditiong and bet-
torments 1o i%4s plant and wrovertics a3 shown on ite bhooks
from April 1, 1915 to and including December 31, 1917.

Tho Commission's engineera nave carefwlly examined +the ev-
idenco submitted in comnection witkh the veluation of trese
proverties, and we Reel catislied that Lor +the purposes of
tels droceoding alone, findings of wvalue con be nmade ag s

basis for comwaring the retura to applicoat mmder oxistiang
ratos and wnder the rates hereiznafier fixed. '




We fiﬁd a3 & fact that the value o2 the proverties
used end useful in the service of gas by applicant in the
City o2 Sacramento, which represents an egzitable base Lor the
year 1918, and waich further reprecents a reaéon&ble velug-
tion o the properties for comparing carnings under existing
rates, with earnings under the ratos hereinﬁfter fixed, is
the sum 02 $810,000.00. This figure includes Applicant's
laxds, production cgpital, distribution capital and genexal
capital, materials and supplies and working cash cepital. It
should be wnderstood that in using this rate base, we &o not.
rags Linally upon the fdir value of applicant's propertios.

It will not be necessary for the purvose of tzis
mroceeding to specify with exsciness the reasonsble allowance

for depreciation anxuity upon the propertyof avplicsnt. Ve

shall make no findings as to the prorer depreciation allow-

ance upon applicant's property herein, but for the purpose of
showing the comperative Teturns wnder existing rates and under
rates hereinaftervfixed, we scall consider the net income of
applicant from its operations inclusive 02 deprecistion. We
desire 40 point owv, however, at this time that the annuél
Qevreciation allowance claimed by applicant in this proceed-
ing 1s in excess of a proper and reasonable avnusl deprecisa-
tion allowence when compared with the deprecistion sllowances
reretofore found by tﬁis Commission Lor similsr properties.

| We have reviewed the evidence submitted and nave
estimated therefrom the growth of avplicant’s business in

the yesr 1918 as compared with the year 1917, and have given




congideratiorn to the various items affeéting the cost of
operation of its properties and the other factors which tend-
ed to increase the cbst of operation over amd above the ordinary
dincrease due to thé growth of its businees, an@ will show <the
" conditione existing irn applicant's business'unaer existing
rate and unler the rates hereinaiter fixed and the effoot there-
of uwpon applicant;s not incone.
Applicant's estimated revenue under existing rates
in the City of Sacramento would bo $148,115.00 and under the
retes nereinafter fixed $187,437.00. Deducting operating ox-
penses based upon the vresent price of o0il of $1.85 per barrel,
and all other ualintenence asnc operating coste, including fﬁxes,
the net inecome aveilable for deprocistion amd roturrn wnder ex~
isting ratee would be $50,537.00 and under tkhe rates herein-
alter fixed the co?responaing net income would be $87,08¢.00.'
Ve £ind that the rovenue that applicant will derive
from existing rates will not provide it with an adequate return
after the deduction 0f all proper operating expenses, and to
thie extent ané in 8o far as they differ fL£rom the rates horein-
after fixed, tho existing rates are not Just, fair arxd reason~
able rates, and we are further of the opinion that the rates of
applicant in the City of Sacramento should be o moéified that -
trey will provide the Compeny wita gresater net rovenue.
Applicant asks that thie Commission fix a rote for
it as high as that which mey be permitted 1vs competitor in
the same f£ield. It may be well to point out at this time

thet applicant is 1n‘competition in the City of Sacramente

in the service of gas with the Pacific Gaes and Zleetric Company.




the consumers being divideld spproximstely one-third to

applicant and two~thirds to Pacific Gas & Electric Co.

The Commiesion has this dey, in 4ts Decision No. 4~ ¥4 Z
Applicatior No. 3248, fixed the rates to e ckarged forgas
by the Pacific Cas & Electric Company in the City of Sacra~
mento and suburbs. The rate thorein established for the
Pacific Cas & Electric Conpary, if spplied to the business
of applicant in the City of Sacramonto, would provide appli-
cant with s rate of roturx in excess of the rate of retura
allowed to the Pacific Gas & Electric Company in Decision
No-éﬁézﬁl. Application No. 3248. Ve are saticflied thet
the greater rate of return thus allowed spplicent iz due 1t
by reasox of the proportionally smaller operating costs of
epplicant, and by reason o2 the fact that syplicant’s service
is 10t entirely of manufactured gas, at is ite competitor's,
aithough of aprroximetely the ssme quality.

e £ind as 2 fact tkat the rate established by thie
Commission in Decision No.élfiﬁ;ﬂ Application No. 3248, for
tte Pacific Gas & Electric cOmﬁany in the City of Sacramenteo
ond suburds and set forth herein s "Rete Schedule "CT Lollow-
iug, is a falr, just and reasonableo rate for gas service in
the territory served by applicant in the City of Sacremento.

RATE SCHEDULE "C" |

On the basis of monthly coneumption per metor.

T for the first 600 cublie feet or less
per 1000 cu. £t. 20r the next 2,400 cun. Lte
" " " " 7,000 v n
” ” ” ” ” ﬂlo ooo ” ”
n i hd all over 20,000 cu.fte

e.
In ad <ion t0 the above, & surcharge of 10¢ per 1000 eneLt.
for all gas consumed.




Thig rate applies to the Lollowing locelitles:
The City of Sacremento and suburds..

Provayuent Metere:

Gas s80ld through wrepayment meters shall be pald for in ac-~
cordance with this rate. Taen the emount ¢ollected By a pre-
payment eter is different Lrom the cmount chargeable in accorde~
ance with tals rate, the difference shall be adjunsted as between
the corsumer and tho companys.

The rate hcreinbefore set Loxth a3 Rote Schedule "C7,
sccording to estimates prepared by the Commigsion's Gas and Eléc-‘
- triec Depertment, will increase the gross reveanue of spplicant by

tre sum of $39,322.00 and tke net revemue by tre sum of $36,547.00
over aud abdove that which applicant would o?tain wader existing
rates. These increases will vrovide zinplicant with s 2net reven-
ne for depreciation and return that we regerd as ressonable under
present conditions.

we subdnit the following Lorm of orxder:

Pudblic hearings having been held in the above-entitled

proceeding, the matter having been submitted ané vbeing now ready
for decision, the Pailroad Commission nereby finde as & fact thst
the rates charged by the Sacramento Gas Company for gas sold in
the City of Secramento ere unjust and wareasomable in so Lar as
they differ from the rates herein ectablisred, and that the rates
herein eztablished are just and reasonscble rates.

Basing ite order upon the foregoing Zindings of foct snd
on the other £indings of fact contained in tze Opinion which pre-
ces this order,

It IS EEREEY ORDERED thrat the Sacramento Gas Company be,
ané 1g horedy ewthorized to charge and collect Zor gae in the

City of Sacremento the rate herein set forth as Rate Schedule "CT

-




for all moter resdings taken on and sfter the  10tW

day o£2§§§ l918, provided Sacramento Gas Company shall, within |
teon days of the date of this or@er file with tkhe ZReilroasd Conme
misaion.the rotes set forth herein a2 Rate Schedule "CM.

AND FUBTEER'PROVIDED, Sacremento Gas Company shall
show separately on the bills rendered ite consumers +the amounts
duve it uwnder the dase rete and under the surcaarge respective-
1y. . | k

| The foregoing Opinion and QOxder is neredy app;oved
end ordered Ziled as the Opinion and Order of the Railroad

Commigeion o0f the State of California. p

Dated at Sexm Francisco, Celifornia, tris A4 A
day of May, 1918.

-

Commi ssionexrs.




