
:Decision :Uo. 7-5 <j / . 

In the matter of the application of ) 
liO!):S~O. GAS CaQANY, e. corpora t1on. ) 
asking the Railroad Comm1ss1on of the' Application No. 5513. 
State of California to ~1x its rates ) 
charged for gaa. ) 

Fra:ol: A.. Cressey, :tr., for APp11osnt • . 
S. W. Elliott, for protesting cons-amer8. 

OPINION ... - ... _---

Mod~sto Gas Company alleges that it is obliged to me&t 

greatly increased costa for oil and ~bor reqUired ~or tho manu-

facture and distribution of gas supplied to its consumers; that 

the inorease of rates. reoently gxoanted it by :Deeision No.' 69'13 'in 

December 1919 was immediately absorbed, due to a necessary tn-

crease in the number o! its employees and the amount'of the~' 

Vlages;- tba. t the City o'f Modes!:o is experiencing a ve'r3 rapid 

gro'V':'th which ~eqU1re$ substantial extension to its system for' 

whioh funds can not be. raised on the present basis of', ea1'n1:c.gs. , 

Applicant therefore asks that the Railroad COmmission 80 :fix1ts 
" rates and charges for gs.s that it may hereafter earn s. reaso%1tl.ble 

rotur.n upon its invested capital. 

on April' 29, 192O, and the mtter thereupon submitted. '. 
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Applicant is engaged in the manu!actu:ce snd d1stri-
, ' , 

but10n of gas 1n the City of Modesto" County of Stanis1aus"Cali~
orn1a, suppl:7ing about 1720 cons'Omers. Its sales !o%' the year 

1919 smounted to 5S,992~000 eub1efeet. ~e operating'exp~ses 
j 

totaled $75,355. with 8. revenue from gas salee of $82,810, leaVing 
a balance of ~7.4SS. or 3.1%,upon its 1nveetm~t. !he present 
rates are.sho~ by the !ollowing echedul&: 

First 500 cu. ft. per meter :per mo'.or les8 $1 • .00 net , Next 2500:, " n n " " 'It 1.75 perM eu.ft. 6000 ' " :Next " " " Tf Tf " . 1.60' " ",. Tf' ' " '" l'rex.t, ?OOO- .,. " " " fT fT' ' 1.40' ,", ", " All'over 15000 " Tf " ,n " ,"" 1.,20" " Tf,~ 

Modesto Gas Company has 8. contract for the purchase· of 
oil terminating JB:tJ.TJA%Y 20. 1921. :providing for delivery of, 12:50 

, '. c'<' 

barrels per ~ont~ a.t a priee of $2.00 per barrel at, Modea'to. 

" 
" 

~1s amount ot oil will not be suffiCient to meet the est;1ma:ted 
reqUirements for the present year 8Zl.d it is expeoted,it W111be 

neCeSs&l'7 to purchase 2125 barrels at mar~et, price which will re-
sult in s:c. average oil cost ot $2.04 per barrel. 

!he payroll of the eomj;Jany has increa.sed ver:; materially 

during the past year. :Beca:a.8e of the growth of th~ syetem 1. t, h8.e 

been neeessa.r.rto increase the number 01: employees. and &lso .to 

grant material s.dvs.nees in their wages. ~e sala.ry 1ncres.sea 

which hs.'V'e alrea.dy been :put 1%1. a~fect l;ave ad.ded oveZ'$71,sO per 

a:o.:c:am to opera.ting expenses. 

~e tol1ow1ng statistics summarize briefly the ~pera

tiona. of Modesto'Gas Company for 1919 with. an est:tms.to.for1920: 

Conswmers. Dec. 31 • 
Gas Sales M cu.£t. • 
Coetof oil required 

· . 
• • 
• • 

• • 
• • 
• • 

Revenue from gas sales • • • 
Operating Expenses • • • • • 

Net Eetum ':' •••••• 
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1919 

i7~O 
55,992' 
$30~24& 

$SZ,SlO 
"75z 355· 

~ ·7.455 

EBt1ma.ted 
1920 
,DS!' 
6Z.S65 
$34, 'ISO 



In l)ee1s10n No. 6973 the Commission fOto'ld that ~~l8:5_Z34 

re~resented a just and reasonable value of Modesto ,Gas Comp~T8 

properties as 01: June 30. 1918'. During the past ,.ear app1ioant 

has been enga.ge~ in the eonstruet1on of improvements to ,i"ts 'gener-

ating and distributing equipment, and an exhibit "!11ed herein sete 

forth the revised cost of these additions e.s ~84,532.8S. ' In the, " 

last decision it was pOinted out tha~ these enlsrged p1&lt facil-

ities were in:exeess of the 1mmediaterequirements of 'the business. 

and s.eeo,r'd1nSJ,y only one-fifth the smOto'l t 0'£ such' expenditures' was 
, 

included in the rate be.se. Since the date of' our previous dec18ion ! 

the City of Modesto has sho'W.C. a. growth 'far in exo~s8 of' our ant1e1-

pation. and applicantTs bUSiness now requires: the use of a larger 

proportion of the above iml'rO'V'ements.. I have therefore included 

in app11cantTg rate base an smo~t equal t~ one-half the' cost of 
tbe new equi:Pment as is shown in the following: tabulation: 

C.R.C. Valua. t10n 8S of J'tme zq. 1918 •••• $185,334.,00 
Addi tions a:o.d Bettermcn ts. ::rtalO 30. 1918 to 

September 1, 1919 ••••• , • •• 8,686.00 
Additions end Betterments. Sept. 1, 1919 to 

Je:tl:OIJ.ry 1_ 1920 • • • • • • • •• 14,745.00 
Valuation &5 of 3~. 1, 1920 .... ~ •• $20S:1~.OO 

Additions Plant, one-half of $84.532.85 ..... 
Additions and Bette~onts, Jan.l to April 

. 1. 1920- • • •. • • • • • • .. • • • 
Work in progress, • • • .. • • .' • • •. .. • .. 

T'ot.a.l • • • • • • • • .. .. .. .. . . . .. 
llorkingeaah c&p1 tal and ma ter1als snd 

supplies • .. .. .. .. • .. .. • • .. • • . .. 

42,,266.42 

2,67'7.00' 
11,500.00 ': I 

$26S~208.42: 

16,750.00 

Ra. te' :Base, 1920 .. .. .. .. .. .. .. .. .. • • .. $281.9:58,.42 

~c total est1:na.ted. cost of service for the ye8.l:' 1~20 is 

presented in the :follow1ngts.bu1at1.on: 
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?ro~et10n Expense 
Oil, ........ . 
Other Expenses • • 

~0ta.1 h'od'lletion. 
.. . 
• • 
• • 

$34.780 
20,03Z' 

D1etr1but1on ••• or •• 

Commercial ~enee • • 
General EXpense .. • • .. • 

• • • • • • • 
• • • • • • •• . .. . . . . . . Zaxes ..... or ..... . . .. . .' . . ... Uncollectible :81l1s . . ., .. . . . '. . .'. 

, ~ota.l. • • • • • . .. • • . .. . . 

F1xed C:b8.%ges: 

Deprecia.tion • • • ... ~.5. 767 
Retur.n on Rate Base • 22,550 

~otal Coat of Servioe • • • • • • • . . - . 

Gas· Sales. M.. 0'0.. ~t. • • • • • • • • • .. .. 
Average coet o~ gas per M cu. ~t. ,sold •• 

$54.813 

10.615 
4.660· 
7FZ20. 
89 530 

400-

28-1 Z17 

$114,655· 

63,000 

-$1.8Z 

!he rates hereinafter esta'b11anod should 'b~ e~ficient 

to enable applicant to provide for the growth of its business, to 

continue adeqn&te service, and to realize a,just. and reasonable 
return u~on its investment. 

ing form ot Order: 
I therefore recommend the follow-

Uodesto Gas Companr having applied to the Railroad' 

Commission fo%' authori.t,. to increase its ,rates for gas .. _ 8. pub-

lic hearing having 'been held and the m& tte%' submitted and now 

being %'ead~ for decision. the- Ra11%'oad CommiSSion of ·the-State 
. '. . 

0'£ C·s.l:tforn1a hereb~ f1nds8.$' a fact that the present %'a.t~8 and 



che.:rgee for ~e of Modesto Ge.s COtlpany e.:t'e not fur and :rea.aoXl.-

able, 1n eo far as th~ do not adequately compensate it to the 

extent o:t earn1ng ,proper operating expenses and s. fa.Ui retu:rn 
upon the reasona.blc valuation of its properties, and ~nc8o ~ 
ae the,- differ from t;a,e rates and charges here1l:lAfter, ,esta.blished .. 

:Based on the :foregOing findings of.fact andon'the other 
findings of fact' COll ta1ned in the Opin1on which precedes,' this 

Order, 
IT IS E:E:SEBY OR!)ERED, that lv!odesto GaS C¢mp~ 'be and 

18 hereby authorize,d to cbarge s::ld oollect for gas the, following 

rates, whi~rates shall be effective for all re~r meter read-
ings taken on 'and after the 20th ~ of May. 1920~ to-w1t: 

Gr08S. Net 
First 500 cu.. ft. per meter per month or lese ~l.:ZS $1.2:5, , 
Next 2500 " " " - " "' " 2,.,00 '1.90 per M 

,ou.ft. ' 
:Kext 
Next 
.All over 

6000, " " " " " " '1.70 
6000 " " " " " ,.,. 1.,50' 

15000 " " " " " " 1.50' 

!he net, rate is e~feetive if the bill is paid at the 
offioe of the oom:9&:r:lY on or be:tore the' 10th. day of 
the month next succeeding that for 'Which the '0,111 ' 
is rendered, otherWise the gross rate iseffeot1ve. 

" "', 
" 

P'ROVD!D, l!odesto Gas Compe.ny sha.ll w1 thin ten. dqs of 
the dB.te O'! this order file With the Railroa.d COI:Cliss1on the sched-

ules of rates he:re1n established. 

The forego1ng Opinion and Order are hereby a.pproved and . 
ordered ~i1ed as the Opinion and Order of the ~a11road Commission 

of the State of California. 
:Date,d,at san Frs.no1soo~ 

of May, 1920. 

Cal1fornis.. this 1711.... ~Y 
. ~'-..:::'"":,,, . .., "/', 

CO -""",-, / " 
"'/" -:.-::'~"-~-. , "" 'r _ ,. ~....::::::;::-- .. ' 

" w,' ' 

" 


