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ZEFCORE THX RAIIROAD COMMISSION OF AIIQORNIA

In the matter of the application of

XODESTO GAS COMPANY, & corporation, .

asikting the Rallroad Commission of the Application No. 5513.
State of Californis to Iix 1ts rates :

cha.rged fo::: 888

Frank A. Cressey, Jr., for Applicant.
Se W 'm.liott-, for protesting consume-:a;

BEXUNDIGE, Commissioner.

Modesto Gas Compeny slleges that it is obliged to meet |
greatly increased costs for oil and labor required for the manu-
facture and distri‘oution of gas supplied %o its conemei-s- that
the inoresse of rates recently gra.nted. it by Decision No.: 6975 in
December 1919 was :I.mmediately e.bsorbed due to a necessary in-
crease in the number of its employeea ané the a.mount 0f their
wages; that the City of Modesto is experioncing a very rapid
grovrth weieh requires substa.ntial extension to its system: :fo:: |
wkich funds can not be raised om the progent 'basis of eamings. :

Zpplicant therefore asks that the Railroad COmmis slon so fix ita .

rates and charges for gas that 1t may hereafter earn a rea. ona.ble .

return upon its 1nve°ted capita.l. 4 hearing was held in Moaeato{ .
on Apxil ‘29, 1920, and the vatter thezeupon submitted.




ipplicent is engaged in the manufacture and distrie
 bution of gas 1n the City of Modesto,-'chofmty 61 Stanisiaus;-Ca:l.i:f-
oranis, suppi&ing sbout 1720. consumers. Its sales for the year
1919 mnoupted to 55,992;000 cublc feet., The operating expenses |
totalea'$75,3$5. with & revenue from gas sales of $e2,810, ‘1oe.ving

a balance of {7.455, or 3.1% upon its investment. The piesent

rates are shown by the following séhedule:

First 500 cu.ft. per meter per mo.or less :3',:1 00 net .
Xext 2500: ™ v 1.75 per M cu.:ft.

Next 6000- " T ¢ - 1.60 ™™
Next 6000.. * ™ ¢ o™ B 1,40 ™ w W ow oo
L1 ovexr 15000 " " v , - 1200 ™ Mmoo

Moaésto Gas Company has a contract for the purébase-A‘of
01l terminating Jenuary 20, 1921 providing Lor aelivery o:t 1250
barrels pe:' mor.th at a price of $2.00 per barrel a.t Modeato.

This amount of oil will not be sufficient to meet the oatimated
reogquirements for the preoent year and it 1s expected :Lt w.tll be
necessary to purchsse 2125 barrels at ma.rxet p::ice which will re-
sult in an a.vorage oll cost of .,,,2..04 per ba.:rrel.

The payroll of the company has :an::ea.eed. very mate:ria.liy
during the past year. Because of the growth of th«a syete«m 1t has.
been necessary to :anree.se the num'ber of employeea, a.nd. aleo to
grant material ad.vancea in their wages. The se.la:cy increaees
which have a.lrea.dy been put in offect have a.dded. over $7150 per
. gnpom to operating expenses. '
| The following stetistics swmarize briefly the .opera-
tions of Mod’ésto“-cas Company for 1919 with an estimte .sz ‘1920:

1919 Estimated
1920 L

- Consumers, Dec. 31 . . 1720
Gas Sales X cu.fte . . 56,992 65 865
Cost of oil regquirel . $30,246 54 780

Bevenue from gas sales . $82‘ 810 $114 655
Operating Expenses . . 75,355

92,105
Net Retwm . . . . B 14 m‘ssv




In Decision No. 6973 the Commission Zownd thet $185,534
represented a Just and ieasomible value of Modesto.Gas cmpany'e .
properties as of Jure 30, 1918, During the past year applicant
hes been enga.ged. in the construction ot ixnprovements to i%s gene::;
ating and distributing equipment, snd an exhibit £1%ed heroin aets-"
forth the revised cost of these additions as @84. 552.85. ' In‘ the
last deciaion it was pointed out that these enla.rged plant :fa.cil-’
ities were 1n._ excoss 0f the immediate ,requi;'ements of‘the busﬂ.nes_s,

axd a.ccolr'dingly‘ only oxne~-f£ifth the amount of such gxpendi.‘tﬁresll“ wae

included in the rate base. Since the date of our previous decision

the City of Modesto has shown & growth far in excess ‘ozt'our:v‘a@b.tici-
petion, anéd applicant’s business now iequi’ree the "a.sé'of 8 laréé:
proportion of the above improvements. I have there:tore .':.ncluded
iz applicant’s rate base an. amount equal to one-half the cost of
the new equipment a8 {8 ghown in the following tadulation: i

CeReCe Valuation as of Jume 30, 1918 o o o @ 3.185 334.00
Additions and Betterments, J’une 30, 1918 %o

Ueptem.ber 1 1919 . & = &+ o o @ 8'686000
Additione end Betterments, Se;pt.,l 1929 to

Japusry 1, 1920 v o o e 4 s+ o o o 14,745.00
Veluation as of Jem. 1, 1920 . . . o . . mﬁm

Additions Dlant one~half of £84,532.85 . . . 42,266.42

Additions and Betterments, .Ta.n. to April - .
1 19200---..-.-&.-0 2'677000

WOZ']C in progxeﬂs & & ® & & e B B S ke ° = 11_'500000 }

'.I:Ot&l .-.o e o o @& & & o e * o o = = .o. $265'208.42

Working cash cepital snd materisls snd o
Bupplies ® o ® @ o & & & ® ° o & & & 16)’750.00

R&to B&SO, 1920 - & ¢ o o a2 = o . & & $281’9|58’042

The total estima.ted cost o2 service for the yeax 1920 is
presented in the following ta.bulation-




Rroduction Expense

oil L J L J - - - [ J - -
Other EXpenses . . . . . .
Total Production . | $54,813

Distridution . . . . 10,615
Commercisl Expensoe . 4,660 -

"B-IGS > @ 2. & @ o @
Uncollectible B;lla

- 8,530
400

Genorsl Txpense . . . 1,320

Fixea1Cha#ges:

Deprecistion . . . . . & 5,767 ,
Return on Rate Base . 22,550 28,317

Qotatl Coet Of SOWiOQ e o o L] ” o & - ‘- . @ $114'655

G&B- S&IOB M-‘cun fto * » o o a_a o » . o 63,000
Average coet of gas per M cu. ft. -sold . . -£1.62

The rates hereinafter estadlished should e suificiont
to ensble applicant to provide £oxr the growth of its business to
continue adeqpate service, and to realize 8. Just and reasonable

returrs upon its 1nvostment. I thexefore recommend the. followb
ing form of Order: |

| Xodesto Gas Company having applied fo the Railrosd -
Commiscsion for authority to 1ncréase its,;&tes for ges, & pubdb-
lic hearing having been held and “he mattei snbmitted‘gnd now 
being ready for‘decision, the Railroad Cbmmission o2 the- tate
ot California.hereby finds as a fact that the present rates and




charges for gac of Modesto Ges Company axe not féir and resson—
able, irn =0 far as they 4o not adequately compensate 1% to the
extent of earning proper operating expenses and s fair roturn
npon the xeasonable valuation of its properties, an&_infao-iar
as they differ from tze rates and charges herein&fterfesfabiished.
_ BaaedVOn tre idregoing findings of fact ana,onatge oth@r
findings of fact contained in the Opinion whidﬁlprecédéeftﬁié'
Order, | | | _

I IS EXRESY ORDERED, that Modesto Ges Compsny De sud.
1s heredy authorized to charge and collect for gas the. followtng
rates, which rates shall be effective for all regular mcter read-
ings taken on and a.:fte: the 20th day of May, 1920, towwits
Pirst 500 cu.ft. per meter per monxh or less %E%gg' z:%%ﬁ}-

Next 2500 _ 2a00 “1.90 pexr M
Yext 6000 | LI : ri.'ro Rt
Next 6000 "™ T M L 1450 mom o
A11 over 15000 " " moom : - AR A

The net rate is effective if tne bill is peid st the

office of the company ox or before the 10th day of

the month next succeeding that for whickh the bill-

is rendered, otherwise the gross rate is effective.

FROVIDED, Modesto Gas Company shell within tem daye of
the date of this Order file with the Railroad Cormission the sched-
ules of rates herein estadbliched.

The Ioregotng Opinion and Order are hereby anprovéd and
ordered filed ag the Qpinion and 0:&0: of the Railroad COmmiasion

of the State of Californis.
Dated at San Francisco, California, this [Z aqy

of May, 1920. ‘552;5;~—7;'1C2255;

Commigsioners. .

y s »“H’ A




