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BEFORE TF.Z RAIL20AD C01I~MISSION OF TEE 

ST.A~E OF C.1.I.Iro?N'IA. 

I" t.n.e Ma.tter o! the ~1'1icat1on ) 
o! Sacramento Gs.e Com:panil to::" an ) 
o~aer autho::-izing increaso in rsto~) 
1~ the City of Sacramento. ) 

Application ~o. ZZS9 

/ . 
Devlin & Devli%:'t tor APplicant j' 
J..rchi ba.ld Yell and 8.].V'.arx Greene, 

for the Cit7 of Sacramento. 
Chaos. P .. Cutten, for Pacific Gas &: 

Electric Com~~;. 

EDGE?~ON and DEVLIN, Co~ss1oners: 

O?INION 

~h1s proceeding involves tc.e fiXing of just and ., 
ree.soll8.ole gas re.tes 1l::. tha.t !,ortion of the 01 ty of" Sac-

r~ento eerved by the Sacramento ~as Company. 
On October 25th, 19l7, the Sacracento Gas Co~psn~ 

filed an app11cnt1on asking a.n increase in the rates oharged 
by it for gas furnished to eon~ers i~ the City of Sacramen-

to, alleging, ~ong other t~i~ge, t~c pre$ent1n3uf~1e1eney 

o! its revenue to provide it with s. res.sons.'b1e retur:l upon 
itt: invested. ct).p1tal on account of the 1nerea.ses1n its 

op erat1:lg co at e. 

Bearings were held in Sacramento on December 19, 

1917, arid. in connection with .A:PPlicstion No ... 3248 in San 

Frs;c.cisco on Februar:r1lth end 21st, 19l8. 
~e Sacramento I;as Company, he:rei:c..a.tte~ referred 

to e.s tl:.e TT APp~iea..nt"" ,. is engaged in se%"'lillg a. mxture of 
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natural e.ne. e.rt1f1c1nl gas in portions ot the City of Sac-
r~ento, ~d during t~e year 1917 sold 141,892,000 ~b1c 
feet of gas to a~:proXimately 6, 776 consumers. ~he eXisting 
rates ot the Com~~ are sho~ in the schedules on filo with 
this Commission. 

, The A:pplicsnt has. 1~ the ~ast, purchased oil 
for use' in its gas manufacturing ~lsnt at a price of eo¥ per 
barrel, but is now required to pay spproX1mate~ $1.!5 per bar-
rel. SuCh an 1ncr~ase is reflected in the Compsn~'s cost of 
operation and the Co~p~~~ hes further been com~elled to meet 
increased coats o~ material used in tho construction and oper-
~t1on of its properties, an~ hip~er wages are being paid to 
its employees. Under ~ch conditions, we are of tho opinion 
t~t a part at leest ot the added burden o! the cost of oper-
ation of the Company should be borne by its eonsumers in t~e 
form o! increased rates. 

In our opinion in .Applice.tion No. 3~" decided 
this ~ate, we have set forth the ~ar emergenc~ a!fecting, 
public uti1itiee and the principles which "Ne believe go~e:r:n 
the actions of regulatory bodies under ~resont conditions, 
and in the present instance we h~ve likewise fixed a normal 
rate and a surcharge to meet the e~ergency conditione. ~e 
recocmend, as in a~plication No. 3245. t~at the bills ren-
d.ered by a.pplicant to consumers in sccordance m th the rates 
hereinafter ~ixed , show the eurchsrge in the follo~ng 
lsngue.ge: 

~Authorized added charge to meet war condi-
tions." 

~e Com)?any he.s submitted in evidence s. valua-
tion of its gas ~roperties in the City of S~cr80ento, ~re
:pc.red bY' Mr-. A. R. Zelle,., ..-:hich p'O.rpons to show the his-
toricel cost of tte proporties sa of April lzt,lS15. L~p11-
cc.nt haz fc.rthcr St::~r:li ttod. in eVid.ence the ad.d.i tio!'!.s and. b¢t-
tel"mcnts to i te plcnt snd. :r>ro:pert1cz as shown on i to books 
fron:. .April 1, 1915 to and. includ.ing Dece:n'bcr 31, 1917. 
lJ1b.e Commission f s engineers he.ve earefw.ly examined the 0"1-
idenco eubmitted in connection with the vBl~~tion of thezo 
propoTties, ana, we feel ~stis!1ed tASt !or the pur:pos~s of 
this proceeding alone, find.ings of v:7.1uo c~.n be m~d.e as a 
bssis for comparing the rctu.r-.a to D.J?1'11cc.nt und.er o:r'Sost1ne 
l'o:tos a.nd. uno.or t'lle rlltes h.er~:!.:l:';!.fter fixed. 

-2-



) . 

We find as a faot that the ~alue o~ tAe properties 

u~ed and. usefo.l i::l the service of gas 'by applioant in the 

Cit~ of Sacr~ento. whioh re~resents an equitsble base fo~ the 

~ar 19l8~ and ~Aioh fUrther represents a reasonable valua-
tion o~ the properties for oomparing earnings under existing 

rates,. with earnings under the rates hero1~fter fixed, is 

the sum of $810.000.00.. This figure includes APP1ice.::l.t' e 

land.a, 1'roduc,tion O$.p1 ta.l, d1stri oution etl:!;>i tal tl.M general 

capital, materials and. $upp11es end working cash ca~ital.. It 

should be understood. that in using this rate base, we do not 

~a3s finally upon tee fair value of applicant's properties. 
It Will not be neoessary for the purpose of t~s 

proceeding to speoity with exactness the reasonable nllowance 

for depreciation annuity u1'on the propertyaf applicant. We 

8Mll ms.ke no findings as to the proper d.epreci~tion allow-
anoe upon applioant's property herein. but for the purpose of 

shOWing the o~mperstive returns unde~ ~istin5 r~tes and undor 
rates herei~fter fixed, we ~all consider the net income of 

applicant from ita operations inolusive o~ depreciation. We 

deSire to point out, ho~ever, at this time that the a~ual 

de~rec1ation allowance cl~i~ed by applicant in this prooeed-

ing is in excess of a ~roper and re~sonable annual deprecia-
tion allowance ~hen compared with tho deprGc1at1on allowances 

heretofore found 0:1 this COmmission for eim1la.r properties. 
We have rev~ewed the evidence submitted and have 

estimated therefrom the growth of applicant's b:sines8 in 
the year 1918 as co~pared With the yesr 1917, and have givon 
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consid.erat1on to t:o.e v$.r1ou8 items a~fect1ng the cost of 

operation of its properties and the other factors which tend-
ed to increase the cost of operation ovcr and above the ord1nar,r 

i~creasc due to tee growth of its businees, and will show the 

conditione eXisting in applicant's business un~er eXisting 

rate and un~er the rates hereinafter fix&d and t~o effoo~ ~hel"e

of upon applicant's net income. 

Applicant's estimated revenue under existing rates 

in the Cit1 of Sacramento would bo ~148,115.00 and under the 
r~te8 Aereinafter fixed $187,437.00. Deducting operating ex-

penses based upon the present price of oil of $1.85 per barrel, 

and all other :aintene.:lce e.ne. opers.t1ng costs, including t'axes, 
the net income available for depreciation and return under ex-

isting rates would. be $50,537.00 and under the r.atee herein-

after fixed the corresponding net income would be $87,084.00 •. 
I' 

We find that the revenue that applicant Will derive 

from eX1sting rates wil~ not provide it with an adequ$te retu-~ 
after the deduction of all proper operating expenses, and to 

this extent and. in so fa.r as the" differ from tAo rates hore1ll-
a.ttar fixed, the existing rates are not just, :tail' am reason-

able ratos, and we aro further of the opinion that the rates o~ 

applicant in the City of Sacramento should bo so mo~1!1ed that 

the~ will provide the Company wit~ greater net revenue. 

APplicant asks that this Co~esion fix a r~te for 

it as high as that which may be permitted its competitor in 

the agme field. It Ma1 be well to point out at this time 
that appl1~t is in cocpet1tion in the City of Sacramento 

in the sert1ce of gas With the Pacific Gas and ElectriC compsn~ • 

. 
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the con~ers being divided approximatelr one-third to 
s~pliesnt ana tmo-thirds to Pac1f1c G~s & Electr1c Co. 

The Commiesion has th13 da.y. in its Decision No. ,'13f 
Applica.tion No. 3248, fixed the rates to be curged tor g ns 
b~ the Pacific Gss & Electric Company 1n the City of Saere-

~ento ~d enburbs. The rnte therein eetablished tor the 

Pac1f1c Cae PI: Elcctri.c ComptIJl7, if applied to tho business 

of applicant in the City of Sacramento, would provide appli-

cant w1th a. rate of return in excess of th~ ra.te of return 

allowed to the Pac1f1c Gas & Electric company in Dec1sion 
-/J."~ No. ~ f ,.., • Application No. 3248. We are satisfiod that 

the greater rate of return thus allo~ed applicant 13 due 1t 

or roason of the proport1o~~11y emaller operating coste of 

epplicant~ ~d b7 reason ot the fact that applicant's service 

1s not ent1relr of manufactured gs.s, as is· its competitor's, 
although of a~proximstel:v the same que.ll ty. 

We f1nd as n fact that tc.e rate estab'liahed br th1e 

Commission in Deois1on No. O¥3f ' APp1ioation NO. 3248, for 
the ?ac1f1c Gas & Electr1c Company in the City o~ sacramento 

and ~burbs and set forth herein 'as ~ate Schedule "e" follow-
ing, is a 'fair, just and reasonablo rate for gas service in 

the territory served b:v spplicsnt in the City of S~c~amento. 

RATE SC't1EDutE "C" 
On tbe basis of monthlyconeumpt1on per meter. 

_Ba.e.e.-:ae.:t.e~ 
.75 for the first 600 ~bie feot or les8 

$l.20 per lOOO cu. :ft. !or tbe next 2,400 cu. :ft. 
1.00 "" " ", " " " 7 ,000 " " 

.80 "" " " " " "10,000" " 

.70 "" " " " allover 20,000 eu.ft. 

surcwe: ·tn-ad t10n to the above, a surcharge of 10¥ per 1000 eu.ft. 
:for all gas consumed. 
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This rate applies to the follo~1ng loeelit1es: 
!'he City of Se,el"emento and. su'buroe. 

Prepayment Motere: 

Gas sold through ~repayment meters sball be paid tor in ao-
cordance with this rate. W~en the amount collected by a pre-
~ayce~t :eter is d1!!eront irom the emount charge~ble in sccord-
ance W1 th this rate, the d.ifference shall 'be sa.justed as 'between 
tAe eO~2Umer and tAo company. 

The rate hereinbefore 2et forth as ?~te Schedule ~CW9 

~coording to e$t1mstes prepared by the Commizs1on's Gas and Eleo-

tric Department, Will increase the gross revenue of a~~11~t by 

the ~ of ~~99322.00 and. the net revenue by t~e sum of $36,547~OO 

over and above that ~ch applicant ~ould o~ta1n under existing 

rates. Theee increases Will provide applicant ~th a net raven-

ue for depreciation and return that we regard. as resso~'ble under 

present conditions. 

7:e suo:nit the follomng form. of ordor: 

ORDER 
Public ~earings having been held in t~e above-entitled 

:Pro ceedi:c.g, the 'ln8.tter ha.'7'ing been subm1 tted anti being n.ow ready 
for decision. the Railroad CommiSSion Aereby finds as 8 fact that 

the rates charged. b7 the S~eramento ~as Company for g$S sold in 

the City of Seeramento ere unjust ~d unreasonable in so ~sr as 

the7 differ from the rates herein establ1scod, and that the rates 
herein eztsb11ehed ~re just and reasonable rates. 

Basing 1tg order upon the foregoing !1ndings of faet and 

on the other findings of fact contained in t~e Opin1on which pre-

ces this order. 

IT IS ::::E?E:3Y OP..DERED toot the Sacrs.:ne:lto Ga.t Co:cpen:r be, 

~d is hereb7 euthorized to caarge and coll~ct tor gas in the 

C1 ty of Sa.crsmento the rate herein sat forth as Eate Schedule "C" 
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for all :loter rea.d.ings taken on end after the 10th' . 
J'~ .. 

dAy 0'2 ~,'191B, :pro"'lided. Sacramento Gas Compe.ny shell, Wi thin 

ten days of the dz.te of this order file with the ?e.1lrolld Com-
/ 

:des1on the rates set forth herein as Rate Sc~edule "C" • 

.AN] FU?~EER ~OVI:;'ED, Sa.c:r~.~ento Gas CompanY' sha.ll 

show se~~:r~tely on tho ~111s renaered ite consumers the sco~ts 

duo it under the b~se rete and under the surcharge rcspeetive-
",,' .,..... ., ",' ., ~T ' ~ 

( ,'. "', , ....... " ,'ro,' ,. 

... 
T~e forogoing O~in1on and Order is hereby a~proved 

snd or~ere~ tiled as the O~in10n and O:r~e:r of tho ?a11roa~ 

Co~se1on of the state o~ California. 

Dated $t San Francisco, California, this 

day of 'VlIJ:Y, 1918,. 

-7-

229 

" ;.; 

" ~' 

" .. ' :.. 


