
:Decision No. Z,."/O 

BEFORE THE RAILROAD COMMISSION OF ~RE STATE OF CALIFORNIA 

In the matter ot the application of ) 
. WES~P.N STATES GAS AND ELECTRIC COM- } 
PANY. a corporation, for revision of ) 
its sched'llJ.es of rates charged tor gas } 
in the City of Eureka, Humboldt Oounty, } 
California. ) 

Applioation Eo. 5729. 

Chiokering & Gregory, by W. C. Fox. 
tor applicant. 

J. w. Henderson, City Attorney, for 
Ci ty of Eureka. 

BY TEE COMlUSSICN: 

O'PINION ..... -------

. In this prooeeding western Ste.te~ Gas aXld Eleotric 

Oompany. e~gaged in 8upp~iXlg gae and electric ~orvice in aDd 

about the City 01 hreka, "8.u.mboldt County, applies £or authority 
to ~DcreaBO ~te rates 8Dd ohargee tor gae servioe in the City ot 

Eureka. It a~~ege& that OD aocount ot the 1Dcrea8e in the cost 

ot oil used ill gss ma:ouiacture aDd the advanoes in wages paid :to 

employees its present rates for gae do not attord adequate return 

upon its investment or yield suif10ient to provide a depreoiation 

reserve for its gas properties. 

A public bearing was held on June 25. 1920 before 

Examiner Satterw.hite at EUreka. at which time eVidenoe was intro-

duoed and the matter submitted. 

The rates DOW charged by 8p~licant tor gas servioe in 

Eureka were eetablished by tbis Commis~ion's Dec1sion No. 5155 in 



Application No~ 3373, dated Februar,y 25, 1918, sinoe whioh. time 

the oost ot oil used in gas manutaoture haa adVSDoed from $1.75 
per barrel to $2.80 per barrel. The fOllowing table shows the 
extent o:f applioant's gas busiDes~, its reveXluee, 'ope:rat1:og ex-

penses, capital and earDinge tor the past three yeare: 

TABLE I 
'fJESTE..."ZN· STATES GAS & ELECTRIC COMPANY 

~ GAS DIVISION. 

Year End.in~ J'Clle 1st 1918 1919 
COllsumers 965 1009 Salee ot Gas, M cu.:tt. 20420 21226 Barrels ot Oil Used 6601 6670 Coat ot Oil per Earrel $1.189 $1.693 

Groe e ReVODue $28,552 $34,985' 
Operating Expenses 221 997 28,047 Net" Inoome . $ 5,555 $ E>,938 Depreoiation 31 809 31 857 Return $ 1,746 ~ 3,oSI 
Capital. incl. ~ter1a18 
and Supplies and Working 

1920 

1074 
23-732 

7391 
$1.785 

. $38,467 . 

311137 
. $ 1,330 

3 1 974 
~ 3,355 

Cap1tal $169,092 $171,680 $176,807 
Rate ot Returrl 1.03% ,1.79% 1.90% 

The capital tor eaoh ~ear shown above is based upon the 

tiDd1Dg~ of value 1D this COmmiSSion's DeoieioD No. 3852 in Appli-

cation No. 1998, dated November 6, 1917, to whioh has been added the 

subsequent additions and betterments based upon the aotual ooat 

thereot. aDd an allowanoe tor working oapital and materials and 

supplies. The above table shows that attar deduoti~g the proper 

charge for depreciatioD upon ita propert1ee, applioant'S gss bU8iness 

1:0 hreka .b.a~ :oot at aIJ~ time during the past th.ree years earzred more 
than a nOminal return. This 18 also t~e ot ita operations prior 
to th.e year 19l5, as set forth in the COmmieeion's decisions in paet 
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rate prooeedins.s. The per capita oonsumption ot gas in Eureka 

is comparatively' low, as ita use aa a :fuel is incidental, and al-
though applicant ,haa experieDoed a normal inoreaee in the number 

o:f oonsumers supplied and in its sales of gas, it appears that the 

verr nature of the business precludes 8D~ subetantial return. 

'In addition to the increaeee iD the cost ot oil,ueed 

in gas manufaoture, applioant's material ooste and wages paid have 

l1kewiae increased, although these inoreases have been largelY ab-

sorbed b1 the inoreased volume of sales. The following table 

ehow8 the relative effect upon applioant's operating expeDses of 

the increasee 1D oil and th.e 1noreasEls in other operating expenses. 

TABLE II 

WESTERN STATES GAS & ELECTRIC COMPANY 

EUREKA GAS DIVISION 

OP!l~TING COSTS. 

Year EndiDS June 1st Eet. 
1918 1919' 1920 1921 

Prioo of Oil per barrel ~pl.la9 $1.693' $1.785 $2.80 Sales of Gaa~ M cu. ft. 20,420 21,226 25,732 26,105 

Cost ::eer M au.ft. ~ 
Oil 3S.4¢, 53.~¢' 55.6'1 87.3~ 

Other Operating Expenses, 
exalUding taxes and depreo-

63.61 57.ad 63.4i 1ation 6l.7i , 6 , 

Total per M sold 102.0~ 12l.0¢' 119.0¢, 149'.0</ 

From the evidenoe herein 1~ appears that a reasonable 

estimate ot app11oant'e' revenue, expenses and es:rnings for the year 

ending June 1, 1921, 1sas to11owa: 
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TABLE III 

WESTERN STATES GAS & mECTRIC COMPANY 

EUF:EKA GAS DIVISION. 

REVENUE: AND EXPENSES AND RETURN' 

under 
Present. 
Rates 

Gro8e Revenue $42,290 . 
Operating Expenees: 

Pro duo t1 on. Oil $22,770 
Other 7,135 

Distribution 3,245 
Commercial 1,816 
Genersl 4.000 38,966 
Taxee 3,053 
Uncolleat1ble Aooounts 211 
Total Operating Expenses $42,250 

Net :for Depreciat,ion and Return 60 
Depreo1at1on 4 1 °64 
Return on Capital $4,044* 
Rate ot Return on $181,930 Capital 

Note: * defio1t. 

under 
propo8ed 
Ratee 

$52,670 

38,966 
3,820 

211 

$42,997 

9,673 

'.064 
$E,,609 

3.09% 

~h1s estimate is based upon the 8ale o~ 26.105,000 oubio 

~eet of gss to 1108 oonsumers, requiting the oon8umption of 8132 

barrels of fuel oil at the prioe of $2.80 per barrel, whioh 18 the 

prioe that applioant will be reqUired" to pay :for its ne.xt Shipment 

of oil. From the above table it Will be seen that the pree8nt ratel 

are ineuitioient to ~1eld to s'ppl1oant more than ita opo:rat1ng ex-

penees, with no allowanoe tor depreoiation. It 1s apparent that 
applioant's rates ior gae must be advanoed it it 1s to earn even the 
nominal return experiencecl in the past. 
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The rates herEt1nafter estab11shed are inteXlded to pro-

vide suffioient revenue to absorb the inoreased oosts ot operation 

which preva1l under present oonditions, and the1r effect upon app11-

oant's earnings, as shown in ~able III above, will enable it to meet 

all 1ts Qperat1ng expenSes, provide for depreoiat1on and a return upon 

oapital devoted to th.e gas businese. The average inorease in the 

revenue resulting from these rates Will be 38~'per thousand oub10 
• 
~eet. ~ reSSOD o£ the £sot that a very large proportion ot app~1-

oant's ga8 ooneumere uee but very small quantities of ga8 it has 

beon doomed adVisable to mOd1ty the fo~ 01 rate schedule 1D order 
to more properly apport1o:a the oosts ot produoing and d.1stri but1ng 
gas. 

ORDER --"- ..... -

Weetern States Gas and Eleotri0 CompsIlY hsV1ng applied 

tor authority to increase 1 ts rates and ch.srges for ga's supplied iII 

the City ot Eureka, Humboldt County, a hearing having been ,~eld and 

the matter submitted and now ready for decision. 

The Railroad Commission o:f the state ot Cali:forma hereb;v 
finds ae a fact that the rates now oharged by the Weetern States Gal 

and Eleotrio Company tor gas supp11ed in EUreka are not just, fair 

and reasonable rates in so tar as they do Dot provide 8uffioient 

revenue and in so far.as the~ ditfer trom the rates hereinstter 

established, and turther finds ae a tact that the rates here1n~ter 

estllb11shed are under preseXlt conditions fa1r alld reasonable rates 
:for gas service to be supplied by appl10ant in EUreka. 

Baaing its Order on the ·foregoing findings of faot and 

the other findings of faot ill the Opinion whioh preoedes this Order, 
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IT IS ErEREBY ORDERED that the western states Gal and 

Eleotrio CompSD1 be and 1t is hereby authorized to oharge and oolleot 

the following soh.edule of rate8 for ga8 supplied ill the 01 ty of Eureka: 

SCHEDULE OF GAS RATES 
I 

WESTERN STATES GAS AND ztBCTP.IC COMP.ANY 

EUREKA DIVISION 

Rate: 

100 au. ft. per meter PQr month • • • .. .. $1.15 200 " " " " " " 1.30 • • • .. .. 
300 " IT "' " " " , 1.45 .. · • • • • • 400 " IT IT " " " 1.60 - . " • .. .. • • 500 " " " " " " 1.75 ," .. .. • .. .. 
600 IT " " " IT " 1.90 · • • .. .. .. 
700 " " " " " " 2.05 - · • .. · .. • 800 " " " IT " " 2.20 .. .. • .. .. .. • 900 " " " " " " 2.35 .. • · • • • F1retlOOO " " " " " " 2.50 .. .. • .. • • Next 1000 " " " " " " 2.00 Per 1000 ou.ft • .. .. • • " 1000 " " " " " " 1.75 " " • • .. .. • " 2000 " " " " " " 1.50 " If • • • • • All over 5000 IT IT " " " " 1.25 " " • • .. .. • 

Minimum Charge: $1.00 per month per meter. 

whioh rates ehall be effeotive tor all regular meter rsad1Dgs taken 

on and after the 15th da~r ot _-..:.':"·~:lg.u._n_t--._, 1920, 

PROVIDEn, Westenl ststee Gas and Eleotria Company enall 

within ten days of the date ot this Order :tile with the RailrOad Com-

mission of the State of Calitornia, the sohedule of gas rates herein 
established. 

Dated at San Franoisoo. Ca11for.o1a, thi8 ~~ day of 
~,,1920. 
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