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In the Matter of the Application of
PACIFIC GAS AND ELECTRIC COLEAXY, a
coryoration, for sn order of the
Raillroad Commiassion of the State of
California authorizizg applicant to
increase 1ts rates and charges Zor
gas furnished and supplied to the in-
habitants oL the City exnd County of
San Trancisco.

Application No. 3742

Charles P. Cutten, for Applicant
John J. Dailey, Lor City and County
0L San Franeisco.

THELEX and DEVLIN, Commissioners.

Eacifi¢ Gas and Electric 6Gompany, hereinafter re-=
Lorred t0 as Appiicant, asxe for an order of the Railroad Com=
mission granting it suthority to increase gés rates 1in the
City and County of Sen Franeisco, élleging amoxg Other things
ax. increase in the cost of o0il, ladbor and other exponses Iin-~
cidental to the operamion of Applicant®s gas busiress, and

the insufficiency of the revenue under Existing rates 10 pro=-

vide a satisfectory roturne -

A hesring was held on May 18th, 1918. The matier

was submitted at that time and is now ready for de¢ision.

Apphicent has subnitied evi&oﬁco chowing an increase
of twenty-seven snd one~half (27%) cents per barrel in the

price of oLl over and sbove the price heretofore pald by ap=
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Plicent mnder its oll contract. This increased price will
apply to all deliveries made to Applicant in San Francisco
on gud after June 1, 1918. Applicant Lfurther showé 30
stantial incresses in wages pald and to be poid to its enm~
PLoyees to neet bHoth the increased cost of living on.their
part cnd the competitive conditions now oxigting in the labor
market So &5 to hold its employees. Practically all costs
incidental to the service 0f gas 1n the City and Cownty of

Sen Francisco, have incresased in spite of Applicant's efforts

%0 combat theme

Tais Commission has but recently passed upon the
gas vates of Applicant in the City end Couwnty of Sen Frap-
cisco and in Deciszion No. 4736, Case No. 839, dated Qctober
8%h, 1917, we estabiished Just and reasonsble rates Lor gas
in the City and County of Ssn Francisco, under the conditions
which then existed and considering tho changes contemplated
only during the subsequent yesr. In this decision we ‘based
the cost of service uwpon an oil price to spplicant of $L.35
per barrel, which price has now boex increased to $1.62 per dbarrole
In fixing these rates, our endeavor was to allow Applicant
a return of oight per cent (8%) after the deduction of all
rroyer 6perating expenses, ihcmnding depreciation.

The existing rates have been in effect for a
period of six months, and Applicexnt now chowa that the
revenuss obtained t0 date under taese rates have been
8lightly less thex was anticipated in our esrlier decision,
dus principally to tho ZLact that the incresse in business
in the City and County 0f San Francisco has heen somewhat

less then was to be expected Lrom the evidexnce in Case XNo.
839




We are not wholly satisfleld that the Zirst six
months of operstion under the rate therein fixed iz & con-

clusive measure of the result of & full year's operation.

e do, howéver, recognize that thoe estimated growth in dusi-
ne3s hes not been attained. To this extent the rates therein
fixed have not yie;ded the full anticipated rgturn,’and wo

believe thaat the deficiency should now be'%ﬁ“?ﬁrmer

increases in the rate should be made to offget the increase

in the cost of oll and the increased operating expenses of

the Company. ‘

‘ Trom the figures of operating costs subnitteld, we
observe that the maintenance 0f theo Coxpany's properties is
being curtsiled. While we recognize that wnder emergency con=
ditions such e now exiat, sny bvusiness will endeavor to reduce
its outlay +0 = minimum, wo do mot look with favor mpor & policy
that involves deferved maintensnce, at least &8s long &8 condi-’
tions 40 not becoxe such as to meke such & pPolicy Becessary.
Under existing conditions, we believe that the Company showld
adequately meintein ite properties and we have, thereforse, in~
creased the maintenance allowance over and sbove figures sube
mitted by the Company as representing recent expenditures ;or
maintenance. .

Practicelly sall the causes affecting the increased
cost of service are beyond the control of Applicanm, and in
addition to thess extrs bardens, we must give consideration
to the emergency Zesture of the situatioen, which imcludes the
necessity for safeguard;ng the financigl gtatug of this utility.
We have set forth in DTecision KNo. 5 9&34? ’ A@p&ication-Nb.
3248, this'&ay decided, the emergexncy conditions which must




be met, and thé prinqiples walch we believe should govern the .
action of regulatory bodies irn affording rolief to utilities
under such conditions.

The recent increased cost of oil will alome result
in en incrozsed ¢o3t to Pacific Gas ana}Electrio Company of
approximately § cente for each 1CO0 cubic feet of gas s0ld
in San Prancisco. O0fficials of the Company testified that
increased wages to gas workers recexntly granted or anticipsted
during the ensuing year will add between 1% snd 2 cents to
the cost of each 1000 cubic feet of gas. Anothor 2 conts per
thousend nust be added to take care of the deficlency in re-
verus resulting principally fron ssles loess than heretofore
estinated. DBearing iz mind these sdded cocts, the effect of
the Daylight Saving Law, and tke necessity of mainteining this
property both physically snd finsneially, bea;ing in mind 2
proper caplitalization, we Lind that it will be necessary, ss
long a3 these emergency ¢osts continme, to a¢& to the rates
hezetofore established by this Commission end zow iz effect
in Sen Francisco s surcharge of 10 cents for each 1000 cubic
feet of gas sold. |

Th? relief hereir reguosted is entirely oi’qn
omergercy neture snd we have no means at this time of knowing
%o What extent future conditions Will sffect Aéplicant'a
'operating costs.’ Under the conditions which existed at the
time 0f Declsfon No. 4736, the rates therein established were,
in our Judghenf, proper and should remsin in their present
form as & rete structure applicabdle to normsl conditions.

We "'a.r.e providing Lor the emergency by adding a surcharge,

waich we suggest be ahoﬁn on the dills rendereld to consumers




in the following language:
| TAuthorized added cherge to meet war conditions.”
This surcharge will obvigte the necessity of
changirg en already established rate structure and, in our
Judgnent, will nost equitably avpportion the aldded ¢ost of
Sexrvice among Applicant's conswmers. If subsequent con=
ditions render further rate modifiéations desiradble, the

gurcharge may be decreased or increased to afford speedy
relief.

Ve recommend the following form of order:

DACIPIC GAS AYD ZLECTRIC COMPANY kaving spplied
Zor an order aunthorizing an incresse in its rates for gaé
301d in the City axnd Coumnty of San Xranclsco, hearings having
been held and the matter dbeing now ready for &ecision; we £ind
as & Lact that under presernt corditions thoe exiating‘raxas'
are not Jjust and reasonable rates, and that an additional
charge .0f ten cents (10¢) per thoussnd cubic faet of gas sold
is necessary to reimburse Appiioan% for its added costs of
operation, and to provide Applicant with an adeguate returz.

Bacirg this order upon tae fLoregoing fLindings of
Lact and on the fLindings of fact cont;ined in the opin;on
which precedes this order,

IT IS EEREBY OZDZRED that the Pacific Gas and Zlec-
tric Company be and the same is hereby authorized to charge
and collect for gas s0ld in the City and County of Sen Frane

ci3co the rates heretofore established in Decision Fo. 4736,

and 4z addition thereto, wntil the Lurther prder 0f the Conm~




mission, & surcharge of ten conts (10¢) per thousané embic
feet for all gas sold for all meter readings taken on and
after the M?&- dey o0f Juno, 1918, provided Pacific Gas and
Electric Company skall, within ten Qays from the date of this
order, Lile with the Railroad Commission axn amexrded schodn;.o |
of rates which shall include both the existing rates and the
surcharge bherein established, and Lurther provided Pacific
Gas and Electric Company shall show separetely or billa Lor
gas rendered t0 its consumers thé amount duwe it under the

rate and wnder the surcharge herein, respectively.

The foregoing opinion and order are herebdy ap—~

proved and ordered filed ac the opinion and order of the

Railrosd Commission of the State of Californis.
. Dated at San Frasncisco, Californis, this ﬂé Z;

day of May, 1918.




