BE’E‘ORE TE=E E’.B.IIROAD COMMISSION OF TEE
STATE OF C&HIFOM .

" In the Matter of the Application)
- 0f the WESTERN STATES GAS AND )
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- Electric Rates Iin Its Stoexton )
‘Divis:f.on. )

i
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/ :Da.niel T. Marcean, for Cities of toc‘kton
: and Placerville.
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 DEVLIN, Commissioner.

OPINION

'l‘his 13 an application by Testern States
Ga.a and mectrﬂ.c COmpa.ny for an order of the Commig~
| -si_on Inereasing electric rates in 1ts Stockton Div-

o 1eiom..




Western Stetes Ges and Electric Compeny,

herein@ft‘er_ roferred to as applicant, alleges that

' its/ ope:éating oxpenses have greatly Iincreased due
- %o the reductior iz its availsble ‘supply o2 hydro-
eioc;tﬁ‘vé_ energy; %o the increase in tke cost of
foel ":oilgfased ir steam production of emergy; %o

: ip.cre_ezaes'-,inf:::'a-tee for power yurchesed by it from
" othé';::j “Imblic ‘ﬁ'tili‘cies-: to incresses in wages
péild"f"its“;"émploy:ees, and to increased taxes exd im-
eﬁia#_ﬁc_e’: : tm& fuxther, by resson of the abnormally
incroa;g'ed- operation of 1tz steam genersting plant
: 'mder.'*'thé‘_drdérs o2 the Power Administrator. of
cdiifémia » t0 supply the deffcioney in emorgy not
o;:ly', on .’d:s own. systen but on systems Zfrom which
1#-"@1:&1:&3& energy for redistribution.

| As z result of the &bove conditions, ap-
plicant etatec that the return from ite electric
' operatioﬁ_s. hae been asnd will be so reduced 23 to
‘.pz‘:ev'ent-it :t:rém earning &-ressonable return on its
{ovestment wnler existing rates, and that Iimmedlate
emergancy relievf 18 neceseary in order to en2ble it
to continve to perform 1ts duty to ite coxismers in
a sati’ﬁfacfprv mé.'nner. |

A hearing was held st Stockton on Auguet
29th, 1918, at which time applicent ewbnitted ovi-
d.énq:e; enbodying & very corylete anslysis of its




effelrs. - The matter was then submitted and is

.now realy for decision.

Veatem States Gas e,nc’. Electrio COmpany
13 engaged in the prod.uction, trevemission and dis-
tribution oL elec.tric energy and in the manu.f_cture
and. dis tri'bu'tion oL gas in sevorsl different sec-
,-t:r.one ‘o:r'the State. - In this rroceeding, however,

‘we sre concerned only with spplicant’e electric

business in the territory known as its Stockton
Division.

The energy supplied to consumers in the
Stockton Divieion 1s obtalned in ﬁart from appli-
cantts hydro-electric plant on the Amexicean River,
au,ppien;ented-by an swdliary stean generating yplant
loca';ed iz the City of Stockton. The largest
pofti‘on, hbwover,z of eprlicant's energy suprly is
purchesed from other elsctric utilities 8t whole-
88l.6. Applicant is ‘aupplieéi by Pacific Gac and
meétric Compeny with energy &t Stockton, Natoma
é.nd ;'_gacmmento-_, by Great Western Power Compeny &t
Shei&éh, and ﬁy Sterra and Sax Francisco Power
COmpe.ny at m‘anteca.

Applica.nt's electric business in its

Stockton Division has enjoyed & .steady growth fox
a mber o:E yeare, sud considering the fact that




 1te rates for light and power are lower tran those
of other similar mtilities in the seme section of

the State, i1ts earnings have boen very swbstantial.

~ The following. co:ﬁpilation (mable I) from
tre éxh:.bite. subnitted by applicant, shows 't;he re~
venunoe a.nd. oxpense of the Electric Deperiment,
‘Stockt,on Divielon, for the years ended June H0t:r,
1917.,m&"IMe -30th, 1918, a;za. an estimete of re-

wenue and expense for the yesr ending June 30th,
1919+ |

| 2pplicant besoe ite revenues for the

year ending Jmue 30tk, 1919, uwpon probeble in-
crease in 1ts business to meet both the normal
g:owth of the territory it serves, snd wpon the
tui-thei' ‘expension of induetries snd egricultursl

d.g#én‘;opm’ent'?v-in- ‘i.;i;sv teorritory. Applicant bases
1’12.’8; ', 61:91‘-‘8‘:!:1:13'- éxpenses Lox the year ending J‘ané

| 250th, '.19'19", uponvthe normel increase of ite oper-
a.ti‘ng'.‘oxpenses‘ to supply its increased dbusiness,

- and uvpon the extra.‘ expenses thereto due to causes
'aethi’or%h a}aove, waickh include the following:

1. An increese in the emergy to be
gonerated by steam durirg the last
aix months of the year 1918, part-
1y oo account of refuced hydro-
electric supply, axd partly to sup-~
plement the gemeral shortage of




TABLE I.

WESTERN STATES GAS AND ELECTRIC COMPANY

STOCXTON DIVISION

REVENTUES AND EXPENSES, ELECTRIC DEPARTMENT

AS SUBMITTED BY APPLICANT.

- W‘Y.ea.r ena.tng June 301:1:

S Revemzea -

‘Gross Electric Revenues
m.sool-& Non—operating

'xotal Reverme from
E::I.sting Rates

; @e:ca.tmg mnuea-

?roa'aotion- .o
yﬂ.ro = Maintenance
- Qperation
Steam - Maintena.nce
. Pael.
0pera.tion
?nrchaeed Power

E!otal

o "Loss Energy to Other Depts.

. Total
. frensmission:
Maintenance
Oyera.tion

- Distribution:

Ma.intenanoo
Opera.tion

COmmeroia.l-

New Business
other Expenee

' Genera:!. & Miscellaneoue-
Insurance
Maxes.. =
Uncollec’ti'ole Accou:n.‘ta

Total

D Fot Opera.ting Revenme

o Available for:
L ‘;)oproq;ation‘ and Return

1oL%7
Actual

1918
Actual

8699 826
1 504

701, 330

9 149
13 170
913

9 128
13 489
120 891

166 740
9 9

£808 005

l 939

809 944

7 815
12 490

2 637
11 886
14 012
169 036

217 776
13 271

166 763

10 890
8 617

13 062
22 427
5 745
13 848
71 18l
7 455
42 486
3 518

355 992

$345 338

204 505

8 275
8 896

12 497

24 482

& 595

15 X6

72 758
8 459
53 565
4 016

419 353

$390 591

4303 084




power in Central California as re-
guired by the orders of the Power
Administrator.

The general shortage of power result-
ing in & curtalled delivery of en~
ergy by the companies Lrom whick
applicant purchases energy at whole~
sale.

An increase in the cogt 0f fuel o0il
to applicant from approximately $.75
por barrel to £1.60 per barrel,whickh
prices hold uwntil November lst, 1918,
and thereafter at $1.75 per barrel
for & pexriod of one year.

A8 & result of Decision XNo. 5519 of
the Reilroad Commission, the electric
rates 0f Pacific Gas and Rlectric
Company were modified and incressed,
with & resultant inorease in the coet
of power purckhased by applicent Lrom
Pacific Gas and Electric Company.

By Decislon No. 5867, Application XNo.
3968, 0L Sierra and San Francisce
Dower Company, the wholesale rate
for energy purchesed by Western
States Gas anld Electric Company from
Sierre and San Francisco Power Com~
pany was increased vy 1-1/2 mills
yor kilowatt houwr. Thies was an-
ticipated in part by applicant in
ite exhibits herein.

6. During the yesar ended June 20tk, 1918,
theo wages paid to gpplicantrs em~
yloyees have incresged 19.41 per
.cent on 'an average.

7« Applicent shows that its expoense fLor
‘ insurance will be incresgeld in the
future both a8 a result of incretses




. 4n the premium rates paild for casu-
alty insurence and inerocses. in pay-
roll shown above.

AppiicantTe taxes will be eimilsrly
increased due principelly to the
high rates of Fodersl texation now
being sssesced.

The extent o which applicant esks reim-

bursement for incressed operating coste sre shown

by 1t a8 Zollows:-

- Increases in Cost dne to:

N

Tebor o % 28 201.00
Pauol 011 for Steam Plant .
55 335.00

Operation :
Tabor and NMeintenance Lfor

Steaxx Plant Operation . S 491.00
Purchased Energy 4 554.00
Insuranoce ' \ 1 243.00
Taxes \ 18 990.00.

motal 8 121 614.00 .

 Several of the items of extra expense
sat_fbrfh adbove sre dased upon the chenges in costs
. 4nat heve oceurred since the year 1915, as for ex-
‘ampie;‘the increase in the ¢ost of oil for fwel and

1nc£gés§_both in State and Federal tax rates. I




think, however, that conmsideration skowld not be
given 1:;. ‘thi.s,f;proceeding'to any 1ncreased. costs
oxcept such a3 are due to abnormal con&:.tions ro-

eu.lting from the war.

In tn.is ;procoedine; we have no basis of
val'u.e of the electrioal plan‘t of applicant's
' Astg-cgton"mviai.on other thex an inventory and
43;17?:-&:.3;1 propared by H. M. Byllesby and Compeny
as of J‘uly slst, 1914, supplemented snd brought
_ 'ap to d.a'te of J‘a.ne 20th, 1918, by the sctual
| book cha.rges to capi'bal account. Applicant
fu::ther s'a.omita & statement of its necessary
qap;.ta:i. :expgnutnres to electric plant, Stock-
‘téﬁ;mﬂﬁ.‘én, for the year enfing June Z0th,

1‘915"“” and. nas mede certain corrections to the

| origin_l Bylles’by valuation, for ex=mmple, the
‘-I_'eliminati.on o:f several items of non-operating
proper'by and. a reduotion in the overkead charges
v.sed., a.nd with these mo&ifications presents &
"ig'u.re of cepitel 28 .




of June 30th, 1918, in the amount of $3,488,787.47.
| From the actual sdditions and betterments to cap-

1tel prior to June 0th, 7918, end from the esti-
matéd-additions,for the yeat subsequent to this
'&ate; we can deduce from apylicant’s own Ligures

the,f§llowing-amounts oX average capital 1£ its
"éiectric properties, Stockton Division:-

For the year ended

June 30th, 1917 $ 3 044 406.00
Dor the year oended

Juae Z0th, 1918 3 363 321.00
For the year ending '

Applicantts figures do not include any
ﬁater;éla or supplios or working capital, =nd oan.
be considered only as its estimate of cepitel in-
vested. in physical vroperties. Meking sultable
allswancé for material and supplies and working
qaéﬁ éapital fLoxr each of the years above indicated,
I arrive 2%t the following figures of aversge capi~
tal ::; | '

For the year ended

Jwae 30th, 1917 $ 3 165 000.00
Por the year onldoed '

June 30tkh, 1918 3 495 000.00
Zoxr the year ending

June 20th, 1919 3 760 000.00




Tt WLl not be necessary to vase wpon the
féasonéblenqéa of epplicant's fﬁguroe of capital or
to establish herein & return upon & falr valune of
apylicant's éroperties. We shall make no find-
inge of velustion and will use the £igures of cap-
1tel as submitted by applicant only for the purpose
o2 effbcting{a comparizon between applicant’s cap-~
1tal and acﬁ&al ecrnings in tho vast, and as between
the corresponding figures under conditions which

app;icanx'éhows will obtair for the year onding

June 30tk, 1919. Such cémpariaon'follows:

Yot
Qprerating
Por - Revonue for  Ratlo of
Year ending Average Depreciatlion = Xet Revenue
Jure 30tz capital And Return mo Capital

2917 3 165 000 245 338 10.91%
1918 3 495 000 390 591 11.18%
1919 Est. 3 760 000 303 084 8.06%

The above Liguresz show not only & growth
in net operating reverue that has kept vace witha
fhe groﬁth of avpnlicant's business, vut algo clea&-
1y evidence the fact that applicant’s net earnings

have increased in greater proportion thon have 1ts




capital expenditurés. . In othexr words, the condi-

tions shown by applicant’s own figures for the yeoar
‘endéd June 20th, 1918, indlcate & more satisfactory
retﬁrn +han in any preceding yeoar, asnd the trend of
theso £1gures'shows overy indication of contioued
1ﬁ@f6vemént in earning capacity of applicent’e prop-
erfiés; The ratilo of zot operating revenue 0
ca.p.gtaa. o ll.-}.spor cont actually earnocld Lor the
year en&ed June 30%tk, 1918, may be regerded &s &
‘net>:eturn of 8.93 per cert upon applicant’'s own
statéﬁenx-of capital after the deduction of 2.25
per cenm, whieh 1 regerd as & sufficlent depreci-
ation allowance for aspplicant's electric proper-

'ties‘in Its Stockton Division.

While we do mot iﬁ fh;s proceeding pess
upon tho fair value of the apslicant’e propertioes,
1t 13 not probable thet applicent hes underesti-
mauod its capital in the exhitits herein. It
,dhis be true, applicant’s electric operations in
itsustocxmonfbivision gshowed & very substential

profit an& returs wpon. i1%e own Zigures of capital.

the ligat of these xezther exéeptibn—
fal earnings prior to June 0th, 1918, waich reflect
applicant’s ability 4o meot the imcressec in ex-

vengee that have occurred prior to this date, I




il the*e"ore conﬁne myself 40 2 consideration of
tae addit:tonal expenses t0 walca spplicant'’s opera-
'tions will 'be sublect for the year ending Jwe Z0tk,
1919, over and sbove the items of expense &s they

existed during the yeer ending June 30tk, 1918.

A@pl:r_.‘cam\ propered its figures of future
expena§ at & time when the prospect of walter power
shortage d.uﬂng the remelning months of the currert
yesxr was izminent. Subsequontly docided improve-
mente in weather conditions and reinfell have modi-
fied tke present shortage of power both on appli-
ca,ntf -2 3ys .em and. upon the systems from which &p-
plican't purchases :power. Du:ring the months of
,'J‘a.ly, Augu.at end September, applicant’s eleam power
pla_n_t at S'to-okton wee operated at yprectically full
103.6. by order of 'blhe Power Admivistretor of Cali~
forizié.. Such operstion wes discontinmed im the
ea.rly yart of October exnd 1t now appears that fLor
the remainder of the year applicent will be a.'ble
to obtain approxinetely norma.l supYly of energy
from ts hydro-electric systom, and purchase tke
2911 required amount Zrom the other utilities sup-
plying 1t. The operation of epplicantT’s stean
‘plent d.urﬂ.né the three monthe sbove mentioned has
resulted In ax increased oxpense to 1%, which,

:Er&z:i the 24gures submitted by applicant, amouxts




to approximetely $20,000.00 in excess of normel

operating costs.

I propese to determine applicant*a opex=
a'ting expenses for the tweolve months ending June
SOjth‘, 1919, on & basis of normal water power con-
ditions after October lst, 1918, and allowing for
tho expe'nse of steam plant operstion uwnder the
Power Administra‘tor'g oxrders Loxr the montks of
July, &ugust snd September, on such & basis as
will include the costs that will probably hold
doring this period.

. For the year ending June 30th, 1919,
api:iidé.nt states that ite ssles of eleciricity
will be 51,297,860 kilowett hours, for which it
will Hbeyneceasary to gonerate and purchase 2 total
of 64,943,510 kllowatt hours, the &ifference bo-
ing the‘lbes incident to transmizeion and distri-
buﬁon of onoOTgY . -Phie suwoply, uwnder condi-
tions evtima.ted from the evidence presented wovld

- be. obtainod a8 Zollows:-




Xilowatt Hours

From:
" Lpolicant's Eyiro

Electric Plant 26 792 000
Applicant’e Steam Plant 2 785 010

Potal Gemerated 29 527 010

-

Sierra and Sen Francisco -
Power Company 11 263 000

Great Western Power Compeny 942 600

Paclitic Cas snd Electric :

- Company:
' Stockton 7 900 600
Yatoma 15 010 200
, Sacramento 300 Q00
Totel Energy Purchased 35 416 500

Total Znergy Generated
© axnd Purchased 64 943 510

Appiicant's estimsted opersating expense
for the yesr ending June 30%th, 1919, asrah0wn‘1n
the thixd column of Table I preceding, appears to
béAa reasonsadble estimate of tho oxpenses waich

‘will have t0 be met with the Lollowing exceptlons.

Applicant hes estimatea,phe sum of
362,970-00 for fusl oil, 2nd 321,955.00 Zor steam
produétibn'oporation,'and based this assumotion
upon the necessity Lor contimmous operation of

stearm power for the last six months o2 1918.

mhe operat1onvof this ctesn plant was required




oxly for July, Lugust and September 1918, s hore-
in‘brélfér'ev,set. forth, and it does xnot é.p;pea.r that
Lor tiie' remalinder of the developments applicant
will be reguired 1o produce by steam in excess_o:
the normal gtand-by operation. I believe that
appliqan‘b's\ stean plant operstions for a year un-
der .a.c‘tué:l. ‘conditions and at tke vrice Zor oil
and labor, which applicant 1s now required to meet,
will not exceed $35,250.00 for fuel oil, axd
$20~,35‘.&.‘00 for stesm power plant operation. I
ahall uae these figures in place of those submit-
teod 'by a'o'olicant :Eor these two items.

.Ap;dlica.nt nas eatimated its cost of pur-

. chagsed power for the year end.ing Jure Z0th, 1919, :

$262,801.00. The awmount of power to be
porchased by epplicent in.this period is vexy
mech in excess of the smounts pﬁrcﬁaaed in pro-
coding yesrs, amd the price of such 'power hes been
increaaed as & result of the rate increases here-
tofore gxem‘ced by this Commission to Paclific Gas
and Eleotric Compsny in Decision No- 55619, axrd to
Sierr#’ and San PFrencisco Power Company in Decl-
sion Xo. 5867. Yot only bas the power purchas-
od ‘fv:.'om Pacific Gas and Electric Company béen in-
creased by the surcherge fixed in Decizion No.




5519, buf the basic rate itself has been modified
gince tke fbmer,l contracts have beeﬁl considered as
deviations, and applicant hes been placed upon
the reguler resale schedule of Pacific Gas and
'm‘géftz?ic Company.: Also the amount of energy
purcbased will be grester then shown by applicant
.dzié‘-to rqd.uction in steam plant operation.
These considerations have requireci 2 recomputation
of ﬁie cost of purchased power from the several
compenies supplying applicant. Under the rates
that now prevalil and charged spplicant dy Pacific
Gee enmd Tlectric Company and Sierrs snd Sen Fran-
clsco Power Compeny and Great Tostern Power Com-
peny, the cost of purchased power to applicant .Fto
sSuUpYLyY the amounts set forth above Lor the yeax
ending June 20th, 1919, has doen estimated by the
cbmsszbn'a'Gas' and Electric Division as
$277,900+00. This figure I shall adopt in lien

of applicant’s original estimate.

Applicant hag included as operating ex-
venses f£or the year ending Juvre 20th, 1919, the
emm of 278,3%3L.00 for taxes. Thie item 1is com~
posed of the State tax on gross revenuwe, franchise
tax payeble to the City of Stoclkton, cortain non-

operative taxes and Pedeoral income, stoclk and




coupon taﬁcéé;‘ ho Pedoral taxes to waich ap-
Plicant 1s 1fable show an enormous LiNcresse over
those paid in preceding years, resulting frox pro~
‘sent and"'pro;poeed. bigher rates of Fedoral 'taaaé.tion
%0 :ﬁeet war‘ expenses. Considerable diszcussion
nes been hed and aome. difference of opimion exdists
ag to w_ho ‘ehéuld wltimetely j:ay wkat may be called
the war tex charged s public uwtility; thet is,
whether the consumers saould pay the same by allow-

12g such taxes to the wtility as operating expensss,

or'"w}:‘zether'they should be borme by the utility it-

3elfo ‘

Whet mey be termed ordinary texes, Fede
oexal, State and municiyal, have been nﬁifomy'
recognized 'as ProYor operating eoxpenses e.nd.' sach
taxez will be a.llov'ved horein as oporsating expenses.
LIt doe.s seen illogioal, however, that waen tLe Fed-
eral ‘Go'vé:nment attempte to impose uwpon the secu-
ity }iold;ere of & corvyoratioxn, whetb.e:é public
ntility or non-public utility, & cortain tax upor
Income Zox wer éurposea or to meot & nmationsl om-
ez?gé;xéy,‘ that 'ﬁﬁ'e'-«p'arpose and spirit of such leaw
'shoald "o'e thwé:rte&. b_y the u.tility ﬁaes.’mg such
‘ba:x:éa-i a‘.io:‘x.g'.fté‘. 1ts consumers es an Qperating ox-

‘pense to de collected 1n rates.




The question then erisez 23 to where the
line should be 4rawn to distinguish between the
- oxdinery Pederal, Stato #nd muicipel toxes snd
the war emergency taxes. The snower to this,
1t seeme %o me, i¢ in the act 0f Congress pessed
choﬁer 3rd., 1917, entitled "An Act to Provide Reve
onve to Defray war Expenses and £or Othor Purposes”,
whiéh is suéblementary t0 the act of Congress ent;tled
"in Act to Incresse the Rovenue, and for Other

Purposes”, approved September 8th, 1916.  This act,

by its ti‘i:l’e and text, decleres for the .col_.lection

of taxes for war PULrPOBOE.

‘Previous to the ensctment of the sct of
October:Sr&; 1917, the Pederal income tax azgocgabdle
'agéinst applidant was on the basis of 2 per cent
| por enmum; by the terms of 32id act 3uch tax wee
1ndrease& fo-s-per cent per acxamum. ALt the pre-
sént'time legisletion is pending before Congrees
weich, whexm £imslly emactod, will uzndouwdbtedly re-
srlt in & very substentislly inereased tax rete
over that provided Lor in the act of Octoder 3rd,
1917, | |

II em compelled to take the view that both
thq letter axd the spirit of the existing Federel
w#rdrevenue law (snd it is dut fair to sssume like-~
wise of smy mew law enacted for the ssme pPUrpoee

&ﬁring the present session of Congress) cloarly




".conxemplaxe° tho peymenm by the owners of util-
itie° of thet purt of the tox essessed for wer
ﬁeurneﬂes erevided for therein. Thisz purpose
weuld be ae*eatea by'allowing same &3 eperafing
expensee and thereby imbosing game on the eon-

sumers of'utilitie° through retes.

I have, therefore, mede & eegregation
of the :anome taxes allowing &s epere.ting expenses
20 mueh thereof as was &ss eseed against applicanx
‘by Fe&eral law prior to the sot of Qct ober 5:&, B
1917- iny increasee over thot, due to.war con-
ditions. shoul& be borne by'the security holders
of the umility. N zikewise end Lor the seme rog~

eene, the anreaeed taxes on capitalveteck, con~

poﬁe,:andiother incrosses of o similer character
are eha:rg'eable to the wtility snd not to the oon-
| sumer thereoi. have, therefere, re&ucea ap-
(plioanm'e item of taxes from 478,331, o0 to

vsa 646.00, which latter is the amount applicant
would be reauired to ray ’or existing State and
‘ranchise texee and for Pedersl texes os horeto=-

fore levfea.

In ald other reepects I believe appli-
cant's eettmated oxpenses for the year ending June
30th,_;919, a:e reasonable asnd include them in the
feiloﬁing‘statement (Qable II.) of revenns and ex-
" penses £or the year endiné,:wne 30th, 1919.




TABIE II.

WESTERN STATES GAS ARD ELECTRIC CONPANY
ELECTRLIC DEPARTMENT, STOCXTON DIVISION
REVENUE AND EZZPZNSES FOR TEE YBEAR
ENDING JUNE Z0TE, 1919.

Revenue frdm | Existing Rates

‘Operating Expenses:

Production:
Hydro Maintenance & 11 800
: Qreration - 14 759
Steanm Maintenance 2 ™5
- Pruel 04l ' 35 250
- Operation 20 354
Purchased Power 277 900

Z62 838
Tess Energy to Other Depts. 14 850
' motal Production Exvense $ 347 988

Mransmission Maintenance
and Operation 25 679

Distridution Maintensnce
and, Opexrstion 46 850
Commexrclal 24 518
General snd liscellaneous 88 213
Meintenance 1l 638
- Paxes. - 62 646
Treollectible Accounts & 721

Potal Operating Expenses

Net Operating Revenue




, On this basis apovlicant will earn from
existing rates on its business which 1t estimates
will oceur for the year ending Jwme 30th, 1919,

. and with-_fhe expenses whaickh 1t will be required -
Yo pay during such period, at the costs which
will prevail, & not operating revenue o
£351,928.00.

This net operating reveonue is 358,663.00
less than that actually earned during the year
ended Jume 50th,’ 1918. A coxpparison with ap-
plicanf'e ‘estinated cepitel for the yoar ending
June _SOth. 1919, showse that existing rate will
yie;l.d 8«84 per cent on capital fLor depreciation
axd return. = Not only will applicent’s net
opore.'tmg revenuve be reduced, but +the percentage
of 'retﬁm on capital will be likewise affected.
Provious to June 30th, 1918, applicants busizess
demonstrated the ability to earn 2 substantial
return, as d1sclosed by epplicent’s own figures.
herein, and its roturn fLor the year ending June
30th, 1918, was sufficiently lerge to indicate
that e_zi)plica.z;f wa.s .a.'ble Yo meet 2ll rising costs
that dccurred previous to this date.

Aéplicant's rates for electricity in

Iﬁ,a,-"St‘ockton Division, &s have been esxiier
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pointed out.,. are lower than the rates charged by
similar wtilities operating in similer territory
fn Celifornia. Avplicant's financisl structure
.reetg‘ 1a;~gely upon ite adility to continue such
earnings. X de xiot, however, belleve that un-’
der present emergency conditions applicent's former

net esrnings should necessarily be re-established.

It should also carry some of the burden resuliing

from present abnormal ecomomic conditions.

an_ing the 't;wo years preceding June Z0%h,
'1918 » applicant esrned & net operating revenue N
 which aversged slightly over 1l per cemt of its
' capital;'foi' depreclation and retwrn. This re~
\‘ Presents approximately 8.75 per cent for return
efter the deduotion of 2.25 per cant for depreci-
St:!.on.' I am of the opinion that no wndme bur-
den will result to applicant's coneumers 12 appli-
'éemt* 8 net ojei#ating rovenue be 80 increased &s
to prodmnce, wnder conditions a8 estimsted for the
year ending June 30th, 1919, & net fmeome of 10.25
per cent for refm and depreciatlion on epplicant’s
owa ::iguxes"of capital. 70 thus replenish ep-
: plican‘bf'sv~ eamin‘ga‘ will require &xn increase in the
\r&vtee Zox electricity in the Stockton Divisioen,
: waick T bélieve- cexn. be most satisfactorily met in




the form of surcharges to existing rates. I
récommend the following surcharges to be gdded to
the charges for electricity fixed by spplicent’s
2iled schedules and contracts to meet the present

emergency situation:-

For Energy sold for Domes-
ti¢, Commercial and Muni-
oclipal Netered Lighting
Service, other than Street .
Lighting, S mille per K.w.h.

For Flat Rate Tighting
Service, othor than Street '
ILighting, 5% of montnly bLll.

For Energy sold for Dower
Service, 1 mill per X.w.he

Ror Erergy sold for Zleoc-
tric Rallway Service and

to other Electric Util-
1tles for Resale , 1/2 mill per k.w.h.

The eoffect of thesze proposed surcharges
on &pplicsnt’s revemme for the yosr ending June
30th, 1919, is ss Lollows:-




Revenue - Annual
Zstimated From Proposed  Increase .
Sales Existing Saxr- in
X.W.Hre. Rates coarge Revenue

Commercial Flat . ,
Rate Tighting 79 000 & 9 083 5% &
Commexrcial Light-~
ing Netered 6 745 000 30 648 5 Vills
- Commercial” Power 30 605 860 370 984 1 M1l
Agricultural Power 4 638000 119 965 1 w11l
Reilway Power 6 460 000 60 387 A y11d
Muniecipal Streot '
Lighting 1 185 000 50 544
Company TUso 1l 485 000

Totel 51 297 860, %941 611

The surcharges herein set forth vﬁ.ll ro-
sult i & net. operating revonue slightly in excess
0£ 10425 per cont of capital when opplied on a full
yearTs 'buaineaa._ '.L'hg figures submitted by appii-
cant are conservative as regards estimated oxpenses,
and Liberel fn 1ts estimstes of probable sales and
revenue.  Further increcses in wages and in the

| cosﬁ of materials will wndoudtedly occur during:
the per:;od congldered, Lor which no allowancé has
boon mede. Applicant will also be required o
pay additionnl taxes on the increased revenues ro-
sulting from the above surcharges. Tnder the
‘prels‘ent; ‘emergency conditions snd from the eTidence

presented in this case, I believe that the surcharges set




Lorth above should de granted and conslderation

gﬁén'a.t some later date as to whethor & modifica~

tion of these surcharges I8 nocesssry.

' I Gosire to poizt out that applicant's

- ratos, whexn modifled bY the surcharges herein .pro-
posed, will still bo lower ir mearly all respects
than tho corresponding rates oL other utilities
se:;ving, in this sect:!.on of the State.  Notwith-
stonding the Low rates charged its consumers, ap-
plicant hes. suéceedéd in rendering & high standard
of service, has sugceasf&lly rainteined its prop-
erties and has kept pace with the growth of the
tem o*y 1t serves. |

I e'u‘bmit the followins-‘:‘.’orm of Oxrder:

"’ros vern States Gas and mec‘trﬁ.c company
' vha'd.ng ap'olied. to the Railroad Commission of tno
State of Californis Zor su order incroasing elec~
tric rates in ita Stoclkton Division, & hesring
heving Yeen zeld, the mstter submiiied and now
ready for decision,




. I find as 8 fact that the chargez for
electricity of restorn Statez Gas and Electric Com~
pany in its Stockton Division,es set foxth in the
scnodules of rates and comtracts on file with the
Radlroad Commission of the Staete of Callifornis,
are not Zair or reasom’ble rates uader prosont
emergency condl +tons iz that they &0 not provide

- apﬁlicant with & return commens'o.m'te with the ex~-
1sting cost .o,. mpplying electricity, and 1n so
Lar. a8 auch chm:ges differ from the charges for
aloctrici'ty hereimfter estadblished, which charges
are found to be falr snd reasonsble charges wder

existing coxditions.

Basing its ‘oraer wyon tho forego:;ng.
findirge of Lact and upon the Dindinge of fect
contained in the opinion Which precedes this.

order,

‘I‘r IS EERERY OXDEZRED thet Western Stetes

Ges and Electric Company be and ig heredy suthor-

Lzed to charge and collect for olectrioity in 1ts
Stockton Division, in eddition *to the charges f£ix~
ed by its rate schedules and contrscts on £Lle
with the Reilroad Commigsion. pf'the State of Cali-
fornie, the following surcherges; +to-wit:-




- For Enersy sold Lfor Domes-
tic, Commercizl end Muni-
clipal Metered ITiphting -
Sexrvice, other th&n street
.aightir.g, | 5 mills per K.w.h.

Fox Flat Rate: Tighting
Servico, other than
. Street I.igh"'ing, 5% of montkly bill.

For Energy $01d for Power
...ervioe, | L mill per K.W.he

‘ Foz‘.-gEnergy sold for Elec~
trie Rallway Sexvice
and to- other Electric
Ttilities for Ressle 1/2 m121 per K.w.bh.

" Woioh suroharges mll apply on all regular meter
readings teken on end ofter tho 10tn dsy of
Tovember, 1918.

Provided Western States Gas and Electric

Compeny shall, within ter daye of the date of
tbis oxder, £ile With the Reilrosd Commisefon of
the state of Califoxnie, an amoended schedule of
rates which shell set forth the surcharges here-
in suthorized, and fruther provided that VWestern
Stetes Gas and Electric Compeny shall designate
senaretely on bills rendered its comsumers for
electric:.ty in the Stockton Division the sur-

- charges nerein aﬁthorized..

IT IS FURTHER ORDERED that Teetern
States Gas and Electric Compexy shall file with




the R@ilroad Commisgion on or before the 20th day

0f each month 2 statement of its revenunes, oper-

ating expenses snd additions to capitel for the

preceding month and euck other Informetion aeg the
Railroad Commission may hereafter designate.

The foregoing opinion and order are
hereby approved and ordered £iled 28 the opinion
and order of tke Railroed Commission o% the State
of California.
Dated at San Franclisco, Califoi-nia, tbd.s% % .
day of 2¥1918.




