Declelon No. é/ Qé f,,»/f:‘\

g
|, "

Vo),
' /
BERCRE TEE RAIL '\O.G.D COMMISSION OF mva///

), W

In the Matter of the Application

of the WESTERN STATES GAS AXND

EZLICTRIC COPANY for o Revision Application
of 1ts Schedunles of Gas Rates in ¥o. 3605
and about the City of Stoekton.

Tn the Mattoxr ¢f the Axnlication

02 the WESTERN STATES GAS AND

ATLECIRIC COVPANY for on Qrder in~ Application
creaqing its Eleetric Rates 1n Yo. 3962
1ts Stockton Division.

Chiokering & CGregory, by Allen Chlckering
For Anplicant.

Daniel V. Marceau for the City of Stockton
and the Clty of Placerville.
Levinsky & Levinsky for the Stockton Elec-
tric Rallroad Conpany.

DEVLIN, Commissioner.

OPINION ON SUZPIEMENTLYL PETITIONS

In the above entitled pfoceedings, Testern
Stavtes Cas and Electric Company, hereinaftor referred

to as opplicont, asks the Commiscion for a revision of




ivs gas and electric rates a5 estaeblished in DTecisions

No. 5485 in Application No. 3605, and No. 5889 in Ap-

vlication No. 3962, respectively.

Applicant is engaged in the generation, trens-
mission and distribution ol electricity in certain sec-
tlons of ceniral Celifornis, and in the »roduction and
Gletridution of gus in and chout the City of Stockion,
all included in its Stockxton Division.

In Docision No. 5485, dated June 18th, 1918,
epplicant heroln was auvthorized to dd to its gas rates
a surchorge of 10 conts per thousand cublc feet, baged
upon counditione whick could De reasonably enticivated
to continne in offect in its gus dusinoss. Iz the
supplemental yetlition herein, aepplicant alleges that it
bos been required to bear Lurther increases in the cost
of 01l used irn gos menuflscture, and that the Increased
costs of labvor and other Lltems reflected Iin its oper-
eting expenses heve slince continued o thaﬁ its present

rates are now insdequate to provice 1t with o reasoneble

income or with o commensurate return.

In Decicion Yo. 5889, dated November 4th, 1918,
aonlicant herein was zuthorized to charge and collect
corteln surchnorges in addition to the electric rates
Tixed by 1ts Liled schedules ond contracts. Ta the

sunpvlemental petition herein, applicent clleges thet




Tee surcherges authorized irn Deecisilon No. 5889 are in-
sufficiont to provide it with en adequate income and

acke for further reliedf.

M™ese two procoedings were consolidatod Lor
rearing, and evidence was suomitied beforo the Commis-
gfon in Sox Francisco on December 20%n, 1918. 0o
metiers were then submiited ond are now ready £or de=-

I skell consider sepaxetoly spplicentrs

ges and electric departments.

In the opinion in Decision No. 5485, Applica~
tion No. 3605, wo have set fort: at somo lengtk tze cone
ditions surromnding applicaxnt's ges dusiness, ond the
decigion ot that time t00k into account 21l of the in~
cressed costs and expenses of oporation to which appii;‘
cant was sudlected. Drior to Qctodber ist, 1918,
spplicant paid for oll used in gas mamufaciure $l.605
por berrel, ot which time & one year comtract for oil
at a price of &1.75 per derrel was entorsd into.
Aprlicent showe nigher weges and salaries veid to its
employees at the preseont t;me end whler have bheen nec-

cssary since the date of the preceding order.

Applicant presents the following tedble

£ gas revenues end expenses for the yesr 1919.

Tals e baged wmpor serving avnroximately 9,684 consum-

erg with 332,735 M. cubic feot of ge=s. To sunply

tais quentity of pas it would be necessary %o manufac~




ture from 04l 204,484 M. cubic feet, end to utilize
381,801 M. cubic feet of natural gaé froxm epplicentrts
wells: The artificlsl ges %o be produced will con-
sume 41,035 berrels of oil et & cost of $1.75 per der-
rel. Tae estizzteld revenue and exvense incldental

to this business, according to epplicant, is as foliows:

TABIE T

western States Gas and Electric Company

Stockton Divislon ~ Gas Departzent

Revenve and Expense 1818

Geg Revenune (including present
10~cexnt surcharge) S 348 115.00

Operoting Txnonses:

0Ll for gas ¢ 71 810.00
taer vroduction 43 926400
Distrivuticn 21 313.00
Commercial 12 092.00
Ceneral and Miscellsneous 37 186400
Taxes 30 641.00
Uncollectidle hills 1 740.00

Total Operating Expense 218 708.00

Yet Income for Deprecietion
end Return S 129 407.00




I believe applicant's figures of revenue and
operating' expenses are reasonsble with this exception,
that applicant®s estimate of %taxes, including as it does
more then the normal pre-war income and other Federsl
taxes, iz in excess of the proper amount to be included -
in opersting expemses whkich applicant?s rate payers should

-

be required TO yay.

Ebpﬂcan{: roguests the Commission to give further
consideration to the guestion of sllowance in rates of the

oxtraordinary tax impoced& as Federal war taxeS. It is

vigorously urged by epplicant thet the rule previonsly
declared by this Commission in Decision 5889 in Application
No. 2962, in which the Wostern States Gas and Eleciric
Company was the applicent, should now be reconsidered and
reversede Counsel for ai)plicant supplomented his oral
srgment on this point by statements sund discussion of
the question by two ‘gentlemen very eminent in matters of
ntilitiéa' regulation.

T am wnconvinced, however, that the rule previous-
1y declared by this Commission . is mot the proper one, and
it appesrs to me that the obJoctions urged theroto by
counsel for the company exnd through the medium of the statenents
reforred 1o sre arguments which might well have been urged
vefore the Federal law making power as ressons for not impos-
ipg the tax rather than before this Commission after the
enactment of the law,.

It appe&rs to me, however, that the irmediate

concern of the Commission in this regard is nct whether




Congress acted wisely or wawisely in imposing .the tax,

but the imquiry is limited to what the law does declare.
Ungquestionably Congress haes the right to impose the tax
in the memer expressod in the law, and obviously 1t is
not within the province of this Commission in fixing rates
to defeat such declaration and purpose of the law 1tselfs
I am, therefore, of the opinion that the rule previously
declared in Decision No. 5889 should be reaffirmed herein,
and for that roason I have reduced applicant?s item of
taxes Zrom $30,541.00 to $23,846.00. This modffication
“will redunce applicant®s figure of operating exponse o
$211,913.00, and wi_ll’increase the net income avallable
for deprociation and return to $136,202.00. This latter |
figure represents an annual rate of 7.0L per cent upon
applicant’s estimated capital of $1,944,023.00 for depreciation
and return. .

Applicent has submitted certain figures pur-

porting to show the capital invested in its gas properties,
A caroful examinantion of the appraisal supporting these

figures clearly indiceted thet the unit costs used therein
are high apnd that comsiderable property has been included
vkhich can not at the present time be classed as operative.

The engineers of the Railroad Comuission Xe-
_ port from an examination of these figures, that an




appraisal based upon estimated his torieal reyproduction
cost of the plant and properties now uced and useful

in applicant's gas business, would show a reswult sub-
stentielly less thenm set £orth in spplicent's exhibit,
tut that applicant®s figures could not 1n‘a£& event be
reduced by more than $300,000.00. It would be mani-
festly unfair to both applicant and the public to use

any figures other than those obiained froh a careful
inventory snd eppraisal of the property, but as will be
shown later, applicant will mot earm in excess of a reason-
able rotwrn upon ite submitted vnlnation&educed by &g much
as $300,000.00,. Therefore,lin the abéence of any exact
sppreisal of applicent’s capltal, I shall use the figures
submi tted by applican&TOnly Lor the purposo of compering

$ts net income and return for the last four years.

The following table shows for.the years end-

ing December 31st, 1915, 1916, 1917, sxnd for the year end-

ing OctoberISIBt, 1918, gas revemme, opersiing expenses and
net'income of applicant?’s gas business, and also the

average caplital for aa@i.year as shown by applicant, together
with the ratio of met earrings to these figures of capital.
In this table, the gas rovenue for the yeer ending Ocpobér
31st, 1918, includes the surcherge of 10 cents per thomsand
cudic feot authorized in Docksion No. 5¢85, whick wes in
effect for the last five months of this period.




TLBIE IX.

Weatern Statecs Gas and Tlectric Comvany

Grose
Revenue

Stockton Division

&8 Earnings

Operating
Expenses

Vet
Income

for
Denre-
clation
& Return

natio

Average of Net
Cepital Inconme
Showm by %o
Applicent Capital

Averago
Cost of
0Ll pex
Barrel

Dec. 3let, 1915 &209 239
Deec. 3lst, 1916 227 575
De¢. 3lst, 1917 265 190
Oct. ZIgt, 1918,*

Including Tolt .

weg. Co.

328 163

excluding Holt

Hfg:- Co.

291 &85

$ 91 822
103 571
134 401

196 259

163 703

A117 417
124 004
130 789

131 904

128 182

Sl
vy
L

470 700 7.98%
588 769 7.81%
697 597 7« 70%

812 182

8l2 182

* nevenue includes Surcherge of 10¢ ver M. cu.
ft. sutkorized in Decision No. 5485 in of-
fect for lLast 5 months of this period.

Tt will be seen from the above table thet

yrior to Januery lst, 1918, applicant's net revenue

was between 7.70 rer cent and 7.98 per cent of its own

80.735
0.914¢
1.208

1.547

1.547




figures of capital, and thet for the year ending Qcto-
ber 3Jist, 1918, its returns have beern 7.07 per cent of
its capitel for that year, if the ebnormel use of gas

in war induetriec be exoluled, and 7.28 per cent of cap-
itol 1f the revenue and expenses ¢f such abrnormel use

be inoluded.

It hes been showm above that if the present
gas rates and surcherges dbe continued throughout the
vear 1919, the net income for the yesr amomnting to
£136,202.00 1s but 7.0L mer cent of applicant's estiza-
ted capitel of $1,944,023.00 for the year. It wonld
thus eppear that spplicent is entitled to some further
additional income in order to offset the increased cost
of oll énd labor to re-estadliskh the esrnings whick it

enjoyed in the nast. It must be considered that the

net return after deduwncting & fair allowance for depre-

clation would be tut siightly in excess of 5 per cent.

I bdelieve it is proper to allow a2pplicant sufficient in-
creasge in gas rates at this time to eneble it to earz
7.80 per cent of its own figure of capitel for depreci-
etion and return. This 19 an average of the returns
aceruing to applicant prlior to January lst, 1918.

This will necegsitate & further remise in sprlicent's

gee retes of 5 conts per thousand cubic feet, mnd will
incressge epplicent's revenuwe for the year 1919 from

$348,115.00 to 3364,752.00. Waking dune allowance




for the increase in taxes properly chargeable %o
operation, which will Lollow, applicant’s net incom;
for depreciation and return will then b; increased
to $151,615.00, which 1S 7.80 per cent of
$1,944,023.00, applicant’s reported average capital
for 1919. ‘

In order to be satisfied that this proposed
increase in gas rates will not produce poo groeat & re-
turn to applicant, X submit that if spplicantts fignreg
of capital sre as much as $300,200.00 in excess of &
reasonable rate base,.that the obovre net income of
$151,615.00 from the proposed rate incrsase will yield
a roturn of 9.22 per cent for dopreciation end rotwrn
upon the reduced figure of $1,a¢q;ooo.oo for caﬁital.

In reduclng applicantts figure of capitel to this

extent, I belicve the lesser amount can be safely cox=-
sidered as a minimm estimote of applicant®s gas capitel.
A reasonasble annual allowance for depreciaiion upon
applicant’s property would be at least 2 per cent, So
that thé ﬁroposeainoreased rates will return to app}icant
7422 per cent upon $1,640,000.00, whick, so far as I csn
determine, is the minimum rste base to be used in con-

nection with applicant’s gas propertlies. It is sufifi-

cient to note that a net return of 7.22 per'cent is in

no sense excessive Or unreasonable.
The increases authorized in Decision No. 5485
took the form of & surcharge, which implies a temporary




ad justnent of rates. I believe that the conditions under

whica applicant is now operating, o regerds the costs of

lebor and materisl entering into its business, ere of o suf-
.ficiently permanent cherascter to warrasnt o permanent modi-'
ficetion of 1ts rates for gas, and I deem it proper ot thic
time to remove the surcherge authorized iIn Decision No. 5485
end 40 permit sprplicant to add to its fLormer gas rates &
vermenent increase of 15 cenis per thoumsend cubic feet end
t0 Increcse its minimum monthly charge from 50 cents to 756
cente ver meder. The rates set forta in the order herein
will de of such form as to effect these chenges. It is

understood, of course, that the term "permanent™ i1 used

only to distinguish from the preseant surcharge form of
rete, and Goes 2ot imply thet the goe rotes hereln estab-
1ished oan not be again sdjusted at spmé futuxe time Wy
this Commiesion.

I shall now turn to epplicant's electrle opera-
tions. In Decision No. 5889, Application No. 3962, this
commission based i1tc findings and suthorized certain elec—
tric rate inecreases to epplicent entirely upon the showing
waich wag made at that Vime. It now ayvears that appli-
cant was somewhat ontimistic In its estimate of electric
rovonue for tae yeer ending June 30th, 1919, and at the
same time hed pleaced much welght unon the prodable growth
of ite dusiness. Applicent™s original estimete of its
rovenuss aad expenses for the year ending June SOth,'1919,
were prevared wvrior to August 1916. The results of ap-
plicant’s electric operstions Lrom July lst, 1918, to

Yovember Z0th, 1918, clearly indicate that its previous




estimete of sales and revenue were oxcessive. Applicent
now shows thet for the yesr ending June 30th, 1919, its
sales . of electric energy will aggregate 48,349,500 kilo-
watt hours, which is 2,948,360 kilowatt hours less than
heretofore submitted, and that 1ts rovenue correspon&ing,
w11l be $888,728.00 for the yesr, instesd of £944,181.00,
previounsly estim&ted,_both figures exclucive of surcharée.
This reductlior in sales will entall o corresponding re-
duction in the zmount of nower purchased by applicant
fromlthe several electric umilfties suppliying it, which
will likewise reduce its operaiting exrense. | Inrall
other respects the expenses set forth in Deeision No. 5889
for this period remsin unchenged.

The following table shows the revenue and oper-
ating expenses o2 apnlicant’s elecirlic department =3 used
in Decislon No. 5889, and &s revised herein, téking into
account the changos in revenue end exyenses set forth

shove. T this table the additional revenue to be ob-

teined from the surcherges alresdy in effect 1s included.




TABIE IIT.

wWestern States Gas and Electrie Compahy

Stocitton Division

Electric Dernings and Expences

A8
Used 1in Revised
Dec. 5889 . Herelin

Revenue

From Rate Schedules $ 944 181 & 888
JTrom Surcharges author-
ized Iin Dec. 5889 . 88 925 64

Total Revenue 1l 013 106 953

Operating Exvenses:

Produetion 347 988 326
Transmission 25 679 25
Distrivution 46 850 46
Commercirl 24 518 24
General & liscellaneous

& Insurance 99 851 99
Taxes 67 220 63
Tneollectidle Accounts 5 066 4

Total Expenses 517 172 591

et for Deprecietion =nd
. A 395 934 361

723
683
406

739
679
8560
518

- 8561

258 .

767
662

744




It now appoers thet for the year ending June
30%h, 1919, applicant’'s olectric rovenue, baged umpon ex=-
leting contracts and rate schedules as modified dy the
surcharges In Decision No. 5889, will nroduce @ net in-
come svailabdle for depreciation and return of £361,744.00
altor troe deduction of all proper operating exvenses,
including that portion of normal pre-war income and
other Federel taxes assessable sgainst 1ts consumers.

In the previous declslion, No. 5889, in this
same matter, we have set foxth at some length that, based

upon pest years' operations, epplicant’™s eleetric husi-

ness is entitled to earn, and can earn without any un-

due durden to0 its comsumers, & net income aggregating

. 10425 per cext of its own {igures of capital for depre-
cletion and return. This conditlion is there reviewed
at some length, end I seo no roason at thls time for de-
varving from vhis standard. Cn the basisc of the val-
uation nreviously submitted, apvlicant's average elec-~
tric capitel for the period nerein considered amounts 4o
53,760,000.00, snd & net income of 10.25 per cent of
this for depreciation and return would call Zfor
%385,400.00, after the deduction of all operating ex-
vences and normal TAXES. The rotes and surcharges
now in offect, alter the deduction of wll operating ex~
ponses, yrodunce & nek of 536L,744.00, and in order to pre~

gserve the pest ratio of ecarnings to capital, which Il




not wareasonsble or excessive, I zm of the opinion that'
applicant's rates should be subjlect to some slight ed-
Justment uwopward. This can be most easily accomplish-
ed, without disturbing existing rate structﬁres. by

changes in some of the surcharges heretofore authorized.

Declsion No. 5889 authorized the Zollowing sur-

caarges:

Por energy sold for domestic,

commereial snd muniecivel

metered lighting service, .

other then street lighting, 5 mills yer R.wehe

For flat rate lighting sex-
vice, ovhor than street
lighting, 5% of monthly bill.

Toxr eneréy sold for mower
gexrvice, ' 1 nill pexr k.w.h.

Tor energy sold for electirie

rallway service and t0 other

electric utilities, for re-

sale 2 mill per k.w.h.

I deem 1t vrover &t this tire to make the

lowing changes in these surcharges:

mo increase the surcharge on £1at rete com-
mercial lighting from 5% to 10% of the
monthly bill.

To increase the surcharge for energy sold
for power service from 1 mill per k.wW.he.
to 1% mills por K.w.h.




To iucrease the surcherge on rallway power
and for energy sold other utilities for
resaele, from 4 mill per k.w.h. to 1 mill
p&r‘ KaWalle

To increase munjicipal street lighting rates

by 10% of the monthly BL1l, not heretofore
affected. . T

In its originel petition hereln, spplicant
specifically reguested that its rates f£or municipal
street lighting bo oxemvied fLrom any incresse in rates,
ond, in our Judgment, it wme not necessary at the timo
0% the orlginal order herein to modify such munlclpal
streeot lighting rotes. At the vpresent time, however,
1t 1s necessary end proper that the municipalities us-
ing apprlicant’s sorvice for street lighting should bear
their prover portion of the increase in operating ex-
penses to whick apolicant's operatlions have been sub-
Ject. This has been cared for in the yresent in-
stance by an increasge of 10 vor cont of the monthly

b1lls for municipel sireet lighting service.

A9 provided for in Seection No. 5 of General

Order No. 45 of this Commission, applicant mey grant

free or reduced rates to municipalities and other gov-

ernmental bodies, and 1f applicant so desires it is
free 1o tzue reduce its rates for street lighting so
thet the 2dditional 10 per cent herelin suthorized will

not increase its charges for muniecipal sireet lighting




service. If epplicent elects not to charge tais 2d-
ditionel 10 per cent for municlpal street lighitlng ser-
vico, 4t must @&o so at its own loss, and in anj rete-
fixing proceeding heroafter, we shall regulre applicant
to shéw &8 1ts revenuo from this. source, not the amounts
which 1t may collect under such reduced rates, but the
proper smownts which would result from the sddition of
this 10 per cent surcharge. In other worde, if ap-
»licant elects 1o carry the burden instvesad of pleclng

{t wpon its municipal street lighting consumers where 1t
belongs, it will &0 so at itec own loss end will not be
entitled before this Commission to claim on insufficiency

0f roevenue by so doing.

If tkhe above changes be made, spplicantTs net

income will be brought up to the amownt which we have
showz 1%t 1s entitled to ezrn, ond the increases thus »ro-
posed cen not in eny sense be considered durdensome to

its concumers.

If the surcharges suthorized in Deeclsion No.
5889 and now in effoct be discontinued, and in lieu there-
0f apvlicant bo authorized to impose the surcharges sel
Lortn in the order hrerein, anplicant’'s electric revonues
will be incressed to £978,594.00, 1ts éxpenses will be
increased to £593,450.00, and the net income for inter-

ost and depreciation will be 3385,13¢.00 per snnunm,




walch 1s slightly less than 10.25 per cent for interest
ond depreciation upon the stated average capital of

83,760,000.00.

I submit the following form oL order:

Wesvern States Ges and Electric Company having
apprlied vo the Railroad Commission f£or & modification of |

1ts ges rates o5 estadlished in Decision No. 5485, end

for & modificetion of its eloctric rates ag ostablished
in Decision No. 56889, & nearing heving been held, the
matters submitted and bveiung now roady for decicion, the
Rellroad Commigsion of the Stote of Californizs hereby
fnds as o fact thaet the gas retes established in Deci-
sion No. 5485 and the electric ratos established in De-
cision No. 5889 are, under nresent conditions inndequate,
end 1x g0 far as they Alffer from the ratec heroin es-
tablished, are not falr or wreasonable rates, and that

the retes and cherges for gas and olectrieity herein

ostablichned are just and rossonadble retes.

Beging itc order upon the foregolng fLindings
of fact and uvon the other findings of fact comtasined

in the oninion which vreocedes this oxder,




I7 I8 TEREBY ORDERED that tke surcharge of 10
conts per thousand cublce feet eunthorized Testern States
Geg and Electric Company in Decislon No. 5485 on its

gas rates be, and the same i hereby discontinued for

all meter resdings taken on and after the 20tk day of

Maxrch 1919.
I7 IS PURTHER ORDERED, that Western States Gas
Electric Company charge and collect for ges sold in -
Stockton Division, for all meter readings taken on
. aftor the £0th day of March 1919, in sccordsnce with

following schedule of gas rates:

TESTZRN STATES GAS AND ELECTRIC COMPANY

tockton Division

Lighting, Heating and Cooktlng Rate

Stockton and Suburbs

Gross et
Per M. Cu. Pt.

Tor the Pirst 25 000 cu.ft. per month, $l.15 $1.10
: " next ‘25000 " ¢ " " 1.05 1.00
"

™
™

v 25000 ™ *© <95 «95
w r 26 000 = 7™ -85 «85
v " 25000 ™ " »75 ey
21l over 125 000 ™ 7 «70 .70

Minimum monthly charge per meter 75 .70

Discount:
The net casrge apvlies 1L the bill 1s
pald within 10 days of date of bill.




IT IS FERZBY FURTEER ORDERED thet the sur-

chargeg authorized Western States Gas snd Tloctric Com-

pony in Decision No. 5889 on its electric rates be, and
tho same are heredy d scontinuwed for =2ll meter readings ‘
taken on and efior the 20th dey of March 1919.

IT IS EEREBY FURTHER ORDERED thaﬁ Westorn
States Gas and Blectric Company be and is herehy aulh-
orized to charge and collect for olectricity sold In
i%s Stoekton Division, in addition to the charges fixed
by 1ts rate schedules and contraets on file with the

Railroad Commission of the State of Celifornla, the fol-

lowing surcharges, to-wil:

Tor energy sold for domestic,

‘aommereial and municival
noetered lighwuing e=ervice,
other than street lighting, 5 milis per kew.h.
For flat rate lighting ser-

vice, other then street |
1igating 104 of monthly till.

Tor energy sold for power

gsorvice and Tor heating
end cooking, 1% nills ver K.w.h.

For onergy =old for eolectrlc
rallway service and to
other eleetric utilities
and municipallities for

resale, 1 mill per Xewehe

Tor municlival street light-
tng service, 10% of monibly bill.

woich sunrcharges shall apply on all meter readings taken

on end 2fter the £0th- day of March 1919.




Provided westerr Stotes Gas and Floetrie Com-
yeny shall within ter days of the date of this order
£ile with the Reilroad Commission of the State of Callfor-

niz the goe retes herein esteblished and an amended sched-

1is
vle of electric rates which chall set forth the surcharges

herein authorlized, ond

Further provided thet Western Stotes Gas ond

Blectric Comvany skell designete separately on bills ren-
Gered ite consumers of eloctricity in its Stockion Divi-
glion the surcharges hereln authorized.

IT IS FURTEER ORDERED that Western States Ges
ené Electrie Company shall f£ile witk the Raillrosd Com-
migsion on oxr hefore the 20th day of each month a state-
ront of its gas and eleevric revenuwes, operating cxpences
exd additions to capitel Lor the preceding month, and
such other informetion az the Railroad Commission ney

‘nereafter dosignste.

The foregoing opinion end order are heredy &p-

FR)

proved and ordered filed as the opinion and order of tho
Reilrocd Comminpsion of the Stete of Califorxnia. -
Doted at San Iraoncisco, Californis, this 4;§'£Z

day of Moreh 191S5.

COMMISSIONERS




