Declsion Xo. é77j

BEFORE TEZE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA.
Q00

In the matter of the application

of the MODESTQ GAS COMPAXY, a cor) ,
poration, asking the Railroad Com-) Application No. 4907.
nission to £ix ite rates charged ) K '
for gas. ' | )

Fz'a.nk L. Cressey, Jr. ..for applicent.
L. J. Carlson, City Attormey, and
Geo. J. Ulrich, Mayor, for City of
Modesto.
EZRUNDIGE, Commissioner.
oFrINIox
M'odesto‘ Gas COmpaﬁy, alleging that it is forced ‘to-
meet an ever increasing cost of manu:fa.ctufe and distyidution
oL zes supprlied to consﬁmers. aske the Railrosd Commission to
80 fix 1ts retes and charges for gas that it may hei'eaffer earn
& reasonable return upon vita invested capital. A hearing was
held in Modesto on October 15, 1919 and the matter therewpon
submitted. | |
| A’.pplica.xit is engaged in. ‘t:hq nanufacture and distti—-
bution of gas in the City of liodesto, County of Stanislaus, -
Califorania, suppljing"in éxccss oL 1500 consumers. ‘Prvﬁ.‘o:‘.-—v to
Avgust 26, 1918 its rafe.s for gas iver_o based on 2 rate of $1.65
pei- thousand, grad.uﬁlly reduciﬁg to ”_$l,QO Per thousand, v&:_.th a
discomwnt of IO%. £or prompt. payﬁen't' and o minimum 'charge: ot §1.00

-




Per meter per ﬁonth. Effective August 28, 1918, the Railroad
Coxission by Decision No. 5707, following a.hearing in Appli-
cation XNo. 3927, increased applicant™s rates to a smsll degree

to compensate it In paxrt for increased costs of operation then
in effect.

Applicaﬁt oow reports to the Commission the results of
its operations for the year ending July 31, 1919, which covefs
the Lirst yesr®s operations under the new rates. In this period
appliéant sold 50,060,100 cubic foet of gas to 1534 éonsuﬁo:é, and
the gross revenue from fts business smomnted to {89,138. Itsz
operating expenses reporied for the sauwe pariéd, including 2
rezsonable sllowance £or depreciation and for wacollectible
sccounts was $78,681. ~ The net income of 810,459 thus resulting
ie but slightly in excess of 5% upon ite investment in the proper-
ties devoted to its gre business. | |
Brior to July 31, 1918 epplicant peid 80¢ per barrel
for oil used in gas marufeeture. Thereéfter.Ehe yrice of oil

Inereased to $1.91 por barrel, and at the prosent time it 1S Ye-

guired to pay an average of $1.97, whick price, in sll probability,

will continue indefinitely in the future. All other cocts o
operstion, including materisls end labor, have reached apéimap
nantlﬁ'higher level and on the basie of these incressed costs of.
overation and s proper;earning on ite invested capital, 2 further
incresse in rates is now sought. The Cormission haz'heretofqie
investigated the plant and properties'of‘Mbdeetofsas COmpan&fand
fn comnection With esrlier proceedings on both its rates éni,
finances, valuetions heve been ﬁa&e'andzthe'Commissioﬁ'has found

that a reasonsble value of properties as of June 30, 1918'waé the.

-




sun of §185,334. | Since thot date abpiicant hee expended,

accordim tQ it2 books of account, approxim&.terly £$9000 4in
zdditions snd betterments to ite oroperties. '.L'o,ﬁzevet the
future increase in its business, applicant has entered into a.'
program o2 improvements to its generating =nd distridbution
facilities that calle for an expenditure of nesrly 390000
wi-.thin‘ & veriod of ome year. Aside fr‘om provision for maihs',
service » Meters and current improvements, th‘esevv expenditures
cover a new holder of 300,000 cubic :f;ae.t capacity, sx sdditional
gae genara‘oor and enldrgémeﬁts generslly : in ite produétibn .
£acilitie | |
, ‘.Ehe scrcurities t0 be isswmed for these improvemente

have been heretofore. au‘t:horized. by the CQmmission. - By these |
expenditures Modesto Gas CompanyMs providing facili‘t;ﬁ.gs of a
major character at this time 'thét- aﬁre- sufficient to meet its
anticipated growth for a period éf &t least :fi#é yea;-s'm, the
future. The cons‘truc'tion work contemplé,ted; :‘.s" evidently.in
excess of the immedia‘ce requiremente of the business end ‘the :
expexrditures in this connection represent a propomionally largc
Increase in i'cs capital sccomnts. Applica.nt’s Plans in 'chi."

coxnection °how foreeigh'b and &8s a matter of economy the ‘en~
| lergements now to be installed should be of guch cize and
charé.cter.as'to.make. provision for some extenied period 4n the
fu't:'c&e:. O the other hangd, ‘it‘wou.ld;’ hardly.appoa: i:_ropeﬁ: to
expect applicant’s present consumers o pay in rates ﬁfﬁcicnt
o ca.rry an invegtment substantially in oxcess 0f that neceosa.ry
to supply current demsnds. Upon amelysis, C it appeaa:c- that
4"'25 000 of the proposed expenditures represents enla.rged Plant
facilities that will not be :eo.lly u'cili zed for a period of f:!.ve yeaxe.




I therefore propose to inelude in sppli§Mt'é- rate
base for the next yesr ome-Liftk of such éxjpgnditums as the
proper smount chargeadle against the capital to be devotcd to
its gaus c'ap.erations for the year 1920. Based on the fore~
going and with the addition oZ reasonsble smouats for working
cash capital and materials and suppiies, T £ind that the sum of
$230,000 represents s reasonebdle value of the gas properties of
Modesto Gas Company and & proper basis for esta."ol‘:.shing' its;
earnings é.nd rates for the immediate futvre. I further ,:Cind
© the sum of $5100 is & ressonable sllowance to be includecl‘in
oporaﬁing 'oxpensld_s axnually for accruing depreciation.

Applicant’s ssles of.gas for the yesr ending December
31, 1920, will; in all probabdility, increase to 60 million cubic
feet and if its present rates and};'cl_zaxges were o ééﬁtimie in
effect & gross revemue of 104,218 for ‘the yeax would result.

The operating oxpencec to supply this business, teking into
sccount the present prices of oil and'mate:ﬁ'ials and *‘tihc wagcs'
which are to be pald, including the sbove sllowance :for deprecia—
tion, toxes end wacollectidble accou.nts will total $90-,350,
leaving & net rovemue of £13, 868 which iz 6. oz,a on the rate

bage hereinsbove set forth. ‘ )

2rior to 1918' applicant shov}s th&ﬁ u.nde:z: ‘ra'ce:s which
were reasonable and under the then existing costs of operation,
it cowld, a2 a result: o: efficient xenagement, render gas service
of a high standerd and éa:ma return in excess of that genera.liy- ‘
accepted as rea.eonable.for utilities of this charscter. In
spite of the Iincrezsed costs of. operstion and 2 dininisking. ‘return,.‘

épplica.nt has in no way reduéed.;'bhe qmlity o its sery'icﬁc and hasg




fully met its obligations to supply the growing demands of its
territory. The Commission ie in full accord with the policy
thus evidenced snd inm the disposition of this prooeoding.r‘
shall recommend thet applicant be authorized such rates &8 will
enable it to continuo to give such servico dnd 10 meet the ro- ,
quiremente of ite territory ss it hes dome in the pazt.  The
| rates as hereinafter established will, in my Jjudgment, be
sufficient to enable applicant to Lully maimtain {te service
end provide for the growth of its business, and comstitute en
everege increasse oX loss‘than 8%?01 the rates noW‘inoeffocz.
Infad&it;on to & rate for'goneral sorvico,fapplioant
now offers o specisl rete for resteuwrsat service which is sube
stentislly less thex that paid vy the major portion of its con
8UMOrS. This rate is availadble, per se, only to oon sumers who
wse very large quantitie° of gas, and the m;nimum.bill proocribed
in this schedule is such that & consumer muat-uao at least 10
times ag much gas ag the cverasge Gomestic patron. Under ‘thege
conditions it can hardly be said that thero 1° disorimination ag
between this schedule and the genersl schedule. In increa°ing
applicant’s rates I have, however, 1ncreasod the re°tauranx :
sorvioo gchedule in o somowhat greater proportion than,thc general
schedule, ;nasmuch as the prosent increased c¢coste of operation
affocc the gas s0ld undor this schedule to 8 greator oztenz uhan
- world be covered by the same proportional increaso.a° holds for’
the general schedule.

The gross sumusl revemue to be derived a% rates here-

Inafter established, on the basis of the sales £or the year 1920




will be the sﬁm of $109,022. Fiom this should be deducted
operating expenses, taxes and deprecilation, aggregating $90,740.
The net income of $18;282 from these rates prodﬁces e return of
7.950% on $230,000, which figure I have heretofore adopted as e
reaconable rate bzse for the period under comsiderstiom. I

recommend the fLollowing form of oxrder:

XODEZSTO GAS COMNPLXNY having applied to the Railroald
Commission. for guthority 1o imcreace ite rutes for gas, 2
hearing havinglbeeh hold axd the matter sﬁbmitted and,ﬁow zoady
Zor decision, the Bailroad Comiission of the State of Californic
hereby f£inds as = factltbat the present rates and chargeé fox
gas of lodesto Gas Company are nov fair and reasonable rates,
insofar as they do nqt adequately compensate 1t to‘ﬁhdnezment,
of earniﬁg Propver opersting expenses and a fair rafﬁrn}upon the
reasonadble valuation of the properties.oi'mpdésto Gas'Company,
and insofer as they differ from the;ratas an&'chargeé:hexeinaftef _
established. | - -
| Based on the foregotng'findings of fact and. upon the

other findings of fact conteined in the opinion which precedes

th;S-or&er,

| IT IS EEREBY ORDERED that Modesto Gas Compony be and
it‘is,hereﬁy authorized to charge and coliect forfgas effoctive
for all regular meter readinge taken on and sfter the,ZOtﬁ‘day‘
of December, 1919, the £ollowing rates snd charges, tq-wit:




CENERATL SERVICE

Gross Net

First 500 cu.Lt. or less per
meter per month $1.10  $1.00

Ne::r,' 2500 ¢u.ft. per me'cor per mo. 1.85\ 1.75 per M.c'a..:ft.
Next 6000 " T C - 160 " *

Next 6000 " T m w . v - 1.0 " 7omow
AL over 15000 " ot v LA R 2 .20 " 7 o

The net rate iz effective if the bill ie pzid at the
office of the compeny on or before the 10th of the month
next succecding that for which the bill is rendered,
otherwise the gross rate is effactiv-e.

TESTAURANT SERVICE

First 30,000 cu.:E'b. per mete:: per mo. ﬁ', 20 per M Cte Pt.
Al over 30 OOO " 1.00 oo

Minimum bALL 4'530-.00‘ por meter per womth.

PROVIDED Modesto Gas Company shall within ten days of
the date of 'this ord.er file with the Railrosd Cormission the
schedules of rates herein established.

The foregoing opinion and order is hereby spproved and
ordered filed as the opinion and order of the Reilrésd Commission
of the State of Californis. '

e
Dated &t San Francisco, Celifornis, this _ /7 &
day of December, 1919.




