Decislon Noo 6843

ﬂ.

BEFORE TEE RAITLROAD COMMISSION OF THR
STATE OF CALIPORNIA.

In thoe Matter of the Applicetion)
of ZANFORD GAS AND POWER COMPANY) Application
for an Order suthorizing an In- ) No. 4109.
crease of Gas Retes. )

.'rohn‘ G. Covert, for Applicant..
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- BY THE COMOCISSION. | | R Lin el de AN

OPINION

mg. ie the application o2 the HEanford Gas
and Power Compeny for sn incresse 12 1ts Tetes charged
Lor guse. | Appl:!.cant operates axn artificlal ges
plent and d.ietribution systen located in the City of
BEanford, Xings County, Ca.li-"omia




Appliqant alleges in effect that the income
derived from its gas business does not afford any in~
terest on the investment, and that the income hes
been insufficient for 't;he last severa:!. months to pay
_the actual opera.'ti.ng expenses of applicant. LPp=-
plicent fourther a.llegee thet its present financial
condition is Que mainly to the m‘cerial inorea.ses in
the prices of oil and la.'bor, and that providing re-
lief s not given through the medium of increased
rates, it will 'oe impossible Zor applicent to meet
5.1:3 oblie;ationa and meintain its aolvency.

A public .hearing we.s held beforo Exenminer
Zxcell at Eanford on OQtober 4th, 1918, at whioch
time pﬂdenge wz;.a: introduced relative to the rates
and operétions °£. the Hanford Gas axd Power Company

and the application was submitted.

The existing rates cherged by a.;p:p'licant.

are as followe:-

Trst 600 cu.ft. or less
rer month

Mret 1 000 cu.ft. per month
Next 4 000 cu.ft. por month
Yeoxt 5 000 cu.ft. per month
Xext 10 000 cu.ft. per month
Noxt 20 000 cue.ft. por month
A1l over 40 000. ¢u.ft. por month




"he above mtos'wei'e £ixed by thia Cormi.g=-
elon in 1ts Decision No. 3999, decidod Jamasry 1Lth,
1917. In thise clecisio‘n the reproductiqn coet of
applicant’s proper‘ty‘as o:é June 30th, 1916, based ox
the veluation by the Gas end Electric Department of
thie Commiseion, was Zowsd to be §101,293.61.  Ade
d4tions and betterments from June 30tk, 1916 %o June
20th, 1918, total $14,657.64, maling 2 total Tepro-
daction cost as of Jume 30tk, 1918, of $116,051.25.
On the besis o‘.f_' the above valuation applicert esrmed
for interest and depreciation during 1917 apprbxi-
mately 5.56 per cente |

The following table shows the operating
stetistics for the ysar 1917, together with esti-
‘mates f£or the year 1919: |

1917 1919

Gas Sales, M.cu.ft. 16 440 19 630
Consumers ' 803 900
Sales per Consumer 20 500 21 800
Cost of 011, (Bbl.) & 796 & 2.00.
Total 01l used, (Bdls.) .7 one 6 550
Totel Cost of 011 85 629.21 $13 100.00
Gallons 01l pex X. . ‘
cu.Lt. Gas Sold. _ 18.1 4.
Average Revenue per M. ‘ ‘
cu.ft. Gas Sold . le56

Tt will be moted from the preoceding tabdu~

lation that the o1l conmptién in gallons per




thousand cubdic feet of gas sold during the yesr 1917,

wa.s muck In excess of what 1t should be in an efff-
ciontly oypereated plant of the slze of appliéa.m's.
In the 1919 estimates an oil duty of 14 'gallona bas
been used, and it is believed that applicent, with
cereful operation, should be able to reduce its oll

congumption to this amount.

At the time the present rates were fixed
by this Commiseion, applicant was operating wader =
contract by whick it purchesed fuel oil st 5.796 ver
berrel. - This contract expired on December 22nd,
191%7. By the present contract, which expires on
December 22nd, 1918, applicant purchases b:!,l— at
$1.66 por barrel. ﬁter the expiration of the
yresent contract, applicant will 'b'e' wable to renew
1t end will have to sécu:fe 11'.3‘ o1l on the open
merket at & price of not less than $2.00 per barrel.
This ixcrease im the price of oil sincs "t:he' present
rates were Lixed, wiil efréct an incresase in opora-
ting expenses, based, upori our estimate ‘of the 191‘9 B
oil duty a.nd‘ ges salesg of $é,svd.oo, or :5;,.4431 per
thomsand cublc feet of‘gaa‘sold;  In addition to
the increased cost of oil, applicent will 1:1 the
foture be forced to incremse its payroll spproxi-

. mately 15 por cent, which will effect an {noresse
-appro:d;mating 66 _dents per thousand Leet of e;e.a

AR




sold. The sbove increases will effect an :t.noreasé.
in operating exi:enses, including the taxes thereon.,
anounting to $10,700:.OO, exnd., providing tﬁo present
rates were maixnteined in offest, would couse an ac-

tual deficit in net revemme of over $3,000.00.

Prom fhe,above it is spparent that this
wtility must have relief in the wey of increased
retes in ord.eit that 1t may eaxn operating expenses
and interest a.nd.‘ be gble to meintain good service.
we 8o not bellieve that appiioant's rates should be
Increasel to & point where 1t will realize a fc:j.l
8 pox cent return on tho investment et this time,
zow do we bolievs with the present cost 02 01l and
: mbor‘applicant could charge rates sufficiently
high %o earn such & retwrm. It s evident from
tte application that zpplicant rea.li‘ies these points.’
- end desires sn Increase in rates at this tine suffi-
cienﬁ only to amply safeguard its securitises.
mherofore, after careful consideration of the points
involved in this applicetion, we are fixing such
ratee which, providing the Company reslizes such ef~
'ﬁcioncya:!.'n its dpe:a.‘.;ions ag we believe it should
realize, will not applicent & return spproximeting
8 por cext for interest and Gepreciation, and also

providing applicant’s gos ssles 4o not decrease ma=

teriglly becsuse of the'increase in rates.




Wo Trecommend the following form of order:

ORDER

Henford Ges end Power Compeny having applied
to the Railroéd Commiesion of the State of Californis
for an order suthorizing sn incroase in its gas ratos,
hearing heving deen hold and the matter submitted and
now resdy for decision, the Reilrosd Commission £inds
as & foct that the existing rates wnder present con-
ditions of cost a.nd. opera.ti.pn.are uafust xod unred-
sonadle 1n so far as they diffor from the rates and
charges horein esteblished, and that the rates set

forth in this order are Just and reasonadle.

Beging its order wpon the fLoregoing find-
ings of fact and wpon the other 2indings of fzet
conteined iz the opinion whick precedes this order,

IT IS HEREDY ORDERED thet Hanford Ges and

Power COmpam'y" be and is hereby anthorized to charge
and collect the following rates for gas for all regu-
lsr meter readings taken on exd efter October 25k,
1918, to~wit: |




gross Nef

Cuett. Or less per
neter per month #1.10 $1.00

Poxr ¥. Cu.Ft.

Yoxt 2 500 cu.2t. por nmeter

per month %1.90 £1.80
Yext 5 000 cu.ft. per meter

por month L1.80 1.70
Fext 7 000 cu.ft. per meter

por month 1.50
A1l over 15 000 cu.ft. per meter

por month 1.20

The net amownt is eflective providing the
b1ll 1is paid on or before the tenth of
the month in which the bLill was rendered.

Dated at San Franclsco, Californis, this }2.

day of Octobder, 1918.

-~

COMMISSTONERS




