Decision No. S _7é g

BEFORE TEE RATIROAD COMMISSION OF THE
STATE OF CATLIFORNIA.

In the Matter of the Application) ‘
0L the COAST CQUNTIES GAS AND ) Avplication
ELECTRIC COMPANTY for sn Order ) No. 3923.
Pixing Electric Rates. )
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roe

‘Waldo Colsman, for Applicant.

R. Springer, for City of Santa Cruz.
G. Fitzgerald, for Town of Gilroy.

A. Merrill, for City of San Juan.

W. Sans, - Zor City of Watsonville.

DEVIIN, Commissioner.

C OPIXION-

This i8 an a.p:éixcation of the Coast
Counties Gas and Electric Company for an oxrder of
the Commisslion modifying its electric :i.'ateg,, nede

necessary by the increased coats of operation




occasioned dy the war emergendy.

Applicant alleges that the materials ﬁsod
in the operation ‘of its electiric properties have sub-
stantially increased iz price; that wages paild its
enployees ﬁavo been advanced and will comtinume so to
do; that as a result of Decislon No. 5519 of the
Raflrosd Comnission, in Which the Commission raised
tﬁe rate for ﬁowor purchased by applicant from I’a;cifio
Gas snd Electric Company, its production cost is like-
wise increased; +that the cost of oil used in its stean
power plants hae more than doudbled and that for at
lesst the last six momths of this year su sbmormelly
greater outyut of its stezm power plants ia nOCOBBArYy
on asccount of the genera; shortage of power in North-
ern axnd Central Californi. Applicant farthex a;-
legesn that 1te mrgm of earnings bas been 80 reduced
thet unlees rolief is granted it will be seriously em~
barressed in both its seorvice and finances, and askn
that rates be fixed for electric service that will
produce a return at least equal to that resulting from |
applicant’s electric operations for the year ending
May Zlst, 1917, and preferadly in the form of & sur-
obarge 8o that relief Will be afforded st an early
date.

A hearing was held at Senta Cruz on August
15tk, 1918, testimony introdunced and the matter subd-
mitted for decision.’




Coast Counties Gas axd Electric Compeny 1is
engagod in the production, distribution and sale of
electric enorgy in the Counties of Santa Cr;zz, Mon-
terey, San Benito and Santa Clarz. Its systen
covers generally these counties and the citles .04
towns of Santa Cruz, Watsonville, Hollister, gan
Juan, Gilroy and Moxrgan Hill therein. Applicent
owns and operstes a small hylro-electric plsut lo-
cated at Swanton in Santa Cruz Cownty, and &nnj.iary
gteam gepersting plants at Santa Cruz and Wataqn-
ville. The major portion of the emergy sold by
1%, however, ig purchased Lrom the Pacific Gas and
Rlectric Company, delivery of which is node at

Davenport snd Morgan Hill.

At Degenber Zlet, 1917, zpplicant was sor-

ving with elestriocity 6,727 consumers, snd during
the Bame year sold to comsumers & total of- 6.,293,900
ilowatt hours for light and power.

Applicant®ts gross revenue from electric
operations and its operating expenses, exclusive ‘of
depreciation, for the years 1915, 1916 and 1917 are
gshown m Table I following:




COAST COUNTIES GAS AND ZIECTRIC COMPANY

ELECTRIC OFPERATING REVENUE AND EXPENSES

Year ended December 3lst, 1916 1916 1917

Gross Revenue - 3245 736 $260 511 £283 340

Production Expense, Not 51 366 58 722 69 500
Transmisgion Expense 5 750 6 311 . 5 345
Distribution Expense 15 491 v17 793 - 18 082
Commercial Expense 9 830 11 013 14 319
General & Misoc. Ixpense 16 568 14 369 @ 16064,
Taxes 13 675 14 265 16 187 .

motal Operation Expenses* 3111 570 $122 463 4138 497

Xet Revenue o
for Dapreciation & Return 134 166 128 048 144 842

NOTZ: *Uncollectible .Accounts not
included.

I shall now proceed with a conaido;mtion of

the factors which have affected the operating expenses
of appiica;xt, for which 1t asks reimbursement In the
form of highexr rates to its consumers. I have set

fortkh above that the zhajor portion of the exnergy sold




by applicant 18 obtained by purchase fLfrom Pacific
Gas and Electrie Company. The rato established
by & Lormer contfact for this purchase 0f power aver-
aged 9.85 millse per Xllowatt hour. By Decision
No. 5619, effective July 10th, 1918, tke former rate
in applicant's coztract was modified by the Commis-
sion's order, and further by the addition of a sﬁr-
charge of 1 mill per kilowatt hour for sll energy
thus parchased. The effect q:t.’ these two modifi-
oa:tion# 18 that exergy rurchased by appliocant will
hereafter cost at least 10.85 mills per kilowatt
pour. |

Tonder normal conditions applicant’s steam
gonerating plénta at Santa Cruz and Watsonville were
overated only £a3 stand-by stations to msﬁre contin-
wity of service on its system.

Prior to September 30th, 1917, applicent
pald for fmel oil 77 cents and 88 cents per barrel

at Santa Cruz a.nd Vatsonville respectively. Tpon

the expiration of 1its oil contracts, the cost of oil

to spplicant has increased so that after August 9th,
1918, i1t pays for oil, including added freight charges,
$2.00 and $2.10 per barrel at Senta Cruz and Watson-
ville respectively. In this comnection it is im-
portsnt to note that woder mormal conditions applicant’s




conswnption of fuel oil is moderate, dut due to the
present power shortage, not oxly in applicantt™s owmn
hydro-electric plant, dbut ix the hydro-electric
plants of the Paciflic Ges and Eleotric Company, it
bhas been necessary 4o operate doth of applicant’s
steam generating plants st the highesi possible out-
ot éince Aogust let, 1918, whiok operation must, in
a1l probability, contimme until the close of the
rresent yoar. . The effect of bdoth of these fac-
tors 1is set forth in some detsll later.

Applicant’s management has found it neces-~
sary. to meet the rising scale of wages pald its em-
ployees cngagéd in both cornstruction and operation.

A\'ﬁi:lica.nt has sudbmitted for the information of the
Commiselon & carefully prepared statement of the pay-~

roll inoreases 1t will be compoelled to meet in the
ixmediste fature. Tt appesrs from axn anslysis of
these figures that during the 12 months ending June.
%0th, 1919, applica.ﬁt'a expenseg Tor labor in the op-
eration of its eleotric dusiness will be $10,400.00
more than its 1aboz" expensaes for the preceding 12
months, and further shows as & fact that during the
preceding year its increased labor coats were ~4'3.1'»'.&?':.'11:9:;
$£,000.00 in excess of the corresponding item fLor the
Jyoear ending June Hth, 1917.




Costs of materials msed in the maintenance
and operation of 1ts properties have alsc risen, sund
gome curtsilment of revenue, due to the Daylight Sav-
ing Lot and the oxders of the Power Administrator in
cortain industries and dusinesses served by it, has
ocourred. o

g The territory served by zpplicant does vot
include any war industries or dovelofments of 8 char=-
acter requiring 2n increased use of eleotric powei'
for war purposes. | The growth ovt_ gpplicant's dus-
iness has deexn nominal during the 1a8t. Zow years and
1t 18 not anticipated thet sny substantial incresse
in the sales of eléotric eno::'.gy will occur In the
immediate future. I an of the opinion that. 2p-
plicant’s revenue I,\ due to the character of its dus-~
iness snd termitory served, will increase but elighi-
1y.in the year ending June 30%th, ‘1919'. |

The following statement,compliled from the
exhibits submitted ’by@pxﬁlicant, shows in some “‘,

1811 the rovenue snd operating expenses less depre~

ciation of applicant’s electric business for the
yoar ending June X0th, 1918, with an estimate of the
corresponding revenue and expenses for the year end-

ing June 30th, 1919, é,nd.- the increases in each item:-




TABLE TT.

COAST COUNTIES GAS AND ELECTRIC COMPANY
INCREASES IN ZLECTRIC OPERATING EXPENSE

‘ ‘ ‘ 1919
Year onded June 30th, 1918 - ZEstinmated

Gross Revenue 8292 8% &292 858

Produotion Expense 86 258 112 525"
Tranamission Expense , 5 004 6 610
Distribution Expense 20 734 24 763
Commercial Expense 14 267 16 045
General & Misc. Expense 16 792 18 290
Taxes 17 647 20 000
Tacollestidle Bills L 560 1 700

Total Operating Rxpenses 3162 252  $199 833

, Net Revenue for - .
Depreciation and Return 8$130 582 $ 93,026

NOTE: * Includes latest increases
‘ in oil comts.
** DOCToaS0.

A Teduction in purchased energy sul & oOr-
respondingly largexr outrut of steam produced energy
with higher prices and increased use 0f fuel ofl for




fhe period unler comsideration, has greatly inoressed
applicant’s production qoeta- The increases shown
for traremnission, 'digtri‘bution, commercial, gemersl
and miscellaneous expenses are due to the increased
wages peid employees and the iporessed cost of mater~
isle used under these classifications.

From meble IT above, it will sppeer that
spplicant®s estinated net revenune, exclusive of _do-
Proclation, for the year ending June 30th, 1919,
will de $93,026.00, which 48 $37,657.00 less than
that resulting from its operations for the preceding
fecal year, with existing rates in force, and

349,437.00 loss then that earned for the yoar ended

Mey 31st, 19L7.

Applicent asked that 1t de reimbureed so
that 4t will obtein a net revexme at least equal to
that it received for the year endingv :n’m.y 3lst, 1917,
Which wes the swp of $142,461.58, shown in Exhibit
mam, | Tho reasomebleness ¢f espplicant's esrnings
may, for the purpoees ¢f thie proceeding alone_, be
deternined from an examination of the value of ap-
Plicant’s properties and & comparison of the msme
with the net reverume thus eexmed fér the year ended
Moy Zlet, 1917. Applicant has eubnitted & valu-
atlon of ite eleotric properties ss of April lst,




’

'1912 oompiled by J. G. WhJ.to and company in the sum
o $1,079.559.00, and with 8dditions and ‘bot'temonte
aet forth in appl:.ca.nt'a 'booka and records of June

| 30th, 1918, in the sum of &1,473,963.00.

" It appears that the overhead charges used
{n this velustion are excessive for applicant’s
electric properties, and that the above Ligure of

- $1,079,559.00 should be reduced by the sum of
470,845.00, leaving a corrected figure for the
properties as of April 1st, 1912, in the sum of
£ ,008,714.00. This, together with the addi-
tions and bottome;ﬁts sot forth adove, with reason~
able allowances foxr materisls and supplies and work-
ing capital, results in & Zigure of $1,342,025.00,
which ciosely approﬁma‘toa' the value o;t the propor-
ties as of .Ta.nﬁary 1st, 1917, eas set forth in Table
III. I use this figure of $1,342,026.00 a8 a
reaaomblo valuation of apylicant’s electr:.c PITOPOY~
ties as of Janusry let, 1917, to measure the rotn:ma
obtained :Erom_ ite operations, for the purposes ot
this proceeding alone, howoirer. In uing this
figure, it must be understood that it 1n no way fixes
the valme of a.ppliéant'a electric propertios for any
yurpose other than the present emergency :pro?:oeding.
The net revenue of $142,461.58 set fortk above for
the yesr ended May Zlst, 1917, efter the deduction of

- 10 -
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TABLE IIX.

COAST COUNTIES GAS AND ELECTRIC COMPANY
ELECTRIC CAPYTAL.

7. G. White Appraissl, Apr. 1, 1912, |
Corrected for Overhead, &1 008 714.

Not Additions:
Apr. 1, 1912 to Sug. 31, 1913
Sept. l’ 1913 to Dec. 21, 1914
Jaxy. L, 1915 to Dec. 31, 1915

Totel FPhysicel Propexrties,
Japuary 1, 1917

Add Tools, Materials and Sup-
rlies and Working Capital

Velustion os of Janvaxry 1, 1917

Paysical Properties a8 of Jany. 1, 1917

2381tions: o ,
Jany. 1, 1917 to June 30, 1917 & 17 825
July 1, 1917 to Dec. 31, 1917 15 144
Jany. 1, 1918 ¢0 June 30, 1918 20 091
Estimated Additions to Deo.21,1918 156 000

68 060

Total Physical Propertles, , "
Jexuery 1, 1919 & 1 360 086

£44& Tools, Materials snd Sup~
rilies and Working Capital 55 000

Velustion as of Jamery 1, 1919 & 1 415 085




of a proper allowance for depreciation, corresponds

to & return of sbout 6 per cont mpon the valwe of
the properties as of Jenmery lst, 1917. I am of
the opinfon that this 40es not constitute an upres
sonable or exceseive rate of return, and further
that spplicant’s electric rates should be 50 modi-
fed that the resulting revenues will provide it
with 2 return comparable to the adbove figure, and
taﬁher provided no undue turden falls upon its con~
Sumers. |
Applicantts retes on f£ile with the Commis-

sion for electric service, slthough not fixed by
this Comxisalon in any of its earlier proceedings,
appear to afford z felrly reasonsable apportionment
of the cost of service under normsal conditionz among
tho meveral classes of service for which sctedules
are provided. Suck being the case with appli~
cant's rates, I doorm it advisable to apportion the
necesegary &dditionel revenues amoxng applicant’s var-
10us consumers in the Lorm of eurcherges for the
different olzasses of sexvice.

| Ayplicant has on fi{le witk this Commission,
in addition to its regulsr xste schedules, certain
deviations therefrom in the form of specizl contracte.
An. exsmination of these contracte indicstes that
1ittle disorimination, if any, oxist as detween these




oconsumers wnder contract and the larger group of con-
suerg served under filed rate schedunles. It for-
tﬁer appears that 1L consumers now being charged under
specisl contract :ré.toa were placed upon the regular
rate sohedulee that substantially no difference in
their dills f£or electricity would arise. For the
ruxrpose of establishing wniformity and simplifying
the rate situation in this regard, I deer it advis-
able at thris time that all such Bo-called deviastion
rates be discarded apd that 2ll consumers heretofore
enjoying auch special :;a.tea be now placed upon the
regular rate schedules applicable to their classes
of service.

The surcherges set forth in the order here-

in, when applied to the ssles of emergy, will pro-~

duce additional revenue as follows-

Iigkting, 1,800,000 X.w.h. at | |
105¢ Por k.wehe $ 27 000.00

Power, 4,343,000 kewehe at
+5¢ por KeWehe 21 715.00

Street Lighting, 10% of Bille, 2 180.00

Total Annuel Inorease in _
Reverme fror Surcharges $ 50 895.00

The Union Traction Company, operating an
olectric street rallway systex in Santa Cruz snd subd-




urbs, obtains its power from applicant. This Rell~

way Compsny is owned and controlled by applicsnt, and
obtains the power for the operation of ites cars diredt
fron applioantts mystem. Eeretofore Tuion Traction
Company has palid ‘epplicant for power at & rate of 1
cent per kilowatt hour, which has been ci’o/duc‘t'oa. from
the total cost of power, and the net thms derived has
been charged to applicant’s other electric consumers.
On this basis, Union Traastion Company would not now
vay a rate commensurate vrith the service obdtained.
In prév:tding for a charge to be made to Union Trac~
tion Company for its power, I have used & figure of
le2 conta ﬁer kKlowatt houxr, which I believe to be
regagonable for their supply under rresent cozw.:{;iona.l
This mﬁy be stated ir the form of 2 1 cent rate lpina
a 20 per cent surcharge. The order herein will,
trheretfore, provide for & surcharge for electiric rallw
way power of 20 per cent, and the increase in revenue
from thé TUnion Traction Compeny will thus correspond~
1ngly rednos the charge for energy to applicant’s
other consumers.

Applicant will eaxn from the surcherges
horeivafter fixed, gross and net revenme as tol-‘

lows:-




¢ross Revenue from Existing Rates % 292 858
Additional Revenune from
Surcharges BO 895

motal Gross Revenno & 243 7153

Operating Experses from Table II. 4 199 833
Additional Taxes on Surcharges 3 054

Total Opereting Expenses 202 g7

Fet Revenue for Depreciation R
and Return % 140 866

The net reverune of $140,866.00 to be thus
esrned for the year ending Jume 30th, 1919, after the
dednction of & reasonable depreciastion sllowance, cor-
responds to a return 8lightly in excess of 7 per cext
on 81,415,085.00, the valuation horeinafter established
for Jexuary 1lst, 1919. This 18 81,596 less than
the met earned for the year ending Ney Zlst, 1917, but
$47,841.00 more then would have resulted from existing
rates. Thus 2pplicant, 1taé1:z, will bezr part of
the added costs of operation, as well as its consumers.

The total sdditionel revezne to be thus ob-
tained will not be sufficient to meet the increassed ox-
penditures andé allow applicant its former met revemue.




The rete inoresses ‘. however, are all that should Dde
borne ‘by b,pplicant's consuMers.

The surcharges set Lorth in the order here-
1n will provide applicent with sufficlent sdditional
Tevenne to absord most of its 1ﬁoroa.sed operating
| costs, and the collection of these aurchargoa'. in ad-
d4tion to the charges established by the regularly
f4iled rate echeduloa of spplicant, will nof. nrduly
dburden its corsumers, noxr will it provide a.pgl.tca.nt
with more than & reasonable return from its eleotric

operastions.

I subtmit the following form of ordex:

ORDER

Coest Gounties Ges and Electric Company,
baving applied to this Coxmission £or an ord’ér' fixing
electric rates, s hearing having been held, the mat-~
tor submitted and boing now ready for deoieiox;., the
Railroad commission of the State of célifo?:nia here-
by finds as s fact that the rates now ocharged for
electric service by spplicant are Insufficlient %o
provid.e applicant with an adequate returm, and to




this extent and in s¢o far as they differ from the

rates hereinafter established, the existing rates of
applioant a;e’not Just and.‘ i-ea.sona:ble rates, and. far-
'bhor, that applicant’s ezistiﬁg rates, when modified
by the addition of ‘the su:charges bereinafter set
foxrth, will 'bo Just azd reasonable rates.

Baaing its or&ar upor the foregoing f£ind-
ings of fact and the other :cz.nd.ingo of fact con-
tained in the opinion which precedes this order,

IT IS EEREBY: ORDERED that on and after the

20tk day of Septem'ber 1918, Coast COuntS.es ga.a apd

Electric Company susll cha.rge sud collect zor olec~
tric energy e20ld, only the schedule rates now on file
with the Reilroad Commission of the State of Califor-
nis, except for: energy soid under special contracts
to which no filed schedule of rates applies, snd ex-
cept for energy sold to those classes of consumers
to whoix applicant may grant free or reduced retes as
set forth in Seotion No. 5 of Genersl Order ¥o. 45
0of this Commission. -

I7 IS EERERY FURTHER ORDERED that Coast
. Counties Ges and Flectric Company be and is heredy
authorized to charge and collest for electric energy
gold, 4n sddition to the retes and éhargea establish~
ed in the preceding paragraph of this o:-dér, the £o0l-

lowlng surcharges sppliceble to the clagsses of ser-




‘vice and’ iz the amounts respectively set forth, to~wit:-

For energy.sold for light-

ing service, irncluding

donmestic, ocommercial and

municipal metered service, L1.5¢ Por KeWehe

Por energy sold Lor powex
- exvice, including heat-
ing and cooking 5 nills poer kew.b.

Por energy sold for muni- ,
. eipel street lighting 10% of monthly bHills.

Por energy sold for elec~ ' . .
tric railweys 20% of montkly bills.

Whioh surcharges shell apply on sll regular
meter veadinge taken on snd after the 20th day of
September 1918. ' |

Provided, Cosmet Counties Gas and Electrie
Compary shall, within ten days of the date of this
order, file with the Railrced Commisefon of the State
of Californis a etatement showing the rates to which
each of the surcherges hereinbefore authorized shall
apply, which statement shall lodnati.‘h'z.to an amendment
to existing rate schednles on ::i.lel;‘ .':and.ltha.t Coast
Counties Gas and Electric cormpany. Ml designste
separately oxn the bille rendered its consumers for
electric energy the amount due it under the author-
1zed surcherges. |




I .IS EEREBY FURTHER ORDERED that Coast
Counties Gas and Zlectric Company ehall file with the
Commission,on or before the twentieth day of each
month, a statement covering its capitsl expenditures,
revenmes and loxpénaos for the preceding month and for
fhe perfod beginning Jammsry lst, 1918, and such
other informetion as the Commission may heresfter de-
signate. |

The foregoing opinion and ordexr are heredy
spyrroved and ordered filed as the opinion and order

02 the Reilroad Commission of the State of Californisa.

Dated et Sam Francisco, Califormis, this /#ﬁ
. aay o:r September 1918.




