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In the ~tter ot the Application ot ) 
SAC~~TO GAS COMPANY ~or a:c order ) 
inoreae1:cg gas rste8 1D the C1t~ ot ) 
Lod1~ Cal1tor.c1a. ) 

Appl1oat1oD NO. 5694 

Chas. T. Hille, tor Applicant. 

BY THE COMMISSION: 

OPINION -- .... ----

Saerame~to Gas Compa~ applies heralD tor authOrity 

to inorease its rates and oharges tor gas service supplied in 

the City ot Lod1. Applioant operates an artifioial gas plant 

aDd distribution ~y~tem in Lodi aDd 1e aleo eng~ged in bus1-

ness aa a gas utility in the City ot SaorameDto. 

It i8 alleged that the cost ot oil and other operat-

iDg expenees have inoreaeed to suoh an extent eince the pre-

seDt rates were establiehed in October 1918 ~ Deoision No. 

S865 in Applioation No. 4045, that its operations in the C1~ 

ot Lod1 are beiDg oODduoted at a loee. 

A hearing was held be~ore Examiner Satterwhite in 

tod1 OD August 20th, 1920. at which time eVidenoe was intro-

duced as to the rates aDd operation~ o~ applioant and the mat-
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ter then submitted. 

The results ot applioant's gas operations tor the 

year ending June 30th, 1920 were ss tollo~: 

Gross revenue trom gse sales ••••• 
Operating expenses, inoluding 

taxes and depreoiation ••••• 

Balanoe tor Return • • • • • • • 

$20,968 
20,494 

$ 474 

In this period applioant supplied 631 oonsume~ and sold 

12,450,000 ou.ft. of gae, in the manufaoture of whioh 0,099 

barrele of oil were used at an average oost ot $i.7l per bar-

rel. 

For the preoeding year ending June 30th, 1919 app11-

oant's sales and revenue were so~ewhat les8 and there wae 11ke-

wise a ."ery small margin ot earnings atter paying operating ex-

penees. Applioant's gas maDutaoturing process i8 not e111-

ciently conducted, an exoeseive amount of oil being used in pro-

portion to its output and in oomparison with other gss utilities 

operating under similar oonditions. The pri'lle paid for oil hae 

steadily increased, reaohing s tigure ot $2.19 in August 1920, 

and it appears that :for the period immediately following the 

date ot this order applioant Wil1 be required to pay not les9 

than $2.35 per barrel :for oil used in its Lodi plant. 

Operating expenses, upon whioh the rates herein are 

fixed, w1ll therefore be based upon an oil o03t ot $2.35 per 
barrel and a oonsumption ot 16 galloIls ot oil per thOU88Dd: ou-

bio teet ot gas sold, whioh' is a reasonable use tor this plant. 

The normal growth of the ~ystem indicates that in the period 

conSidered, apprOximately 694 eoneumer$ would be supp11ed and 

applioant's sales would aggregate 13.700,000 au.ft. per annum. 

From the evidence herein, it appears that the reasonabl& op-. 
erating expenees ohargeable aga1nst applicant 'a gss operations 

in LoU Will be the sum ot $28,777, as detailed 1D th,e tollow. 
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1Xlg table. The revenue to be derived :from 1;b.e present rate. 

will be but $27.400. eo that an annual operating defioit of 

$1,377 will resUlt. 

Revenue 

Operating Expenses: 
Produotion - Oil 

" - Other 
D1str1butio11 
Commeroia1 
GeIleral 
Taxes 
Depreoiat1oXl 

SACRAMENTO GAS COMPANY 

LODI PLANT 

~"'OE AND EXPENSES 

under 
Present Rates 

$27.400 

$12,267 
7,050 
2.150 
1,770 
1,830 
1,670 
1,900 

UXlcol1ect1b1e Accounts 140 
Total Operating EXpenses . . . ., . $28,777 

~;**V* i ~ *f~77 
Net :for Ret'l:lrl:l. 

Under In-
oreaeed Rates 

Authorized 

$34.270 

.. . ".12,267 
7,050 
2,150 
1.770 
1.830 
2.080 
1.900 

160 

$29,207 

$ 6.063 

Ap;~ioa~t has ~ot t~ oomplied with th1e CO~8-

eion'a requirements tor gas service. Pressure conditione in 

part1~ular should be improved. The ability to charge oompe~-
sator,y rates is predicated upon a service 1n accord with thi8 

Commission's standards. It is a~parent. however, that there 
is a real neceseit.y tor prov1ding appl1cant with greater rev-

enu~ by reason ot the increases 1D operating costs wbioh it has 
been compelled to meet. An increase of about 25% in its eXist-

ing rates is neoessary to ~eet the present level o:f operat1Dg 

coste and provide a normal retu.~. The rates eet iorth in the 

- 3 -



order herein are de8igne~ to acoomplish thie purpose, and, 

as shown in the preceding table, Will produce an 8I1ITC.Sl rev-

enue ot $34,210, which, atter the deduotion ot operating ex-

penses set torth,~Will leave a net tor return ot $5,053 per 

anntun. 

!D Deois~on No. 5865 supra, a reasonable value ot ap-

plieant's pa7s1cal properties at that time wa~ taken se *71,800. 
Subsequent expenditures to date tor sdditioDS and betterments 

aggregate ~5,403. USking due allowanoe tor working oapital and 

materiale and supplies, it appears that a reasonable valuation 

ot applicant's properties tor tee purpose ot this proceeding 

would be in the sum ot $82,500. Upon this baSis the ~eld to 

be obtained trom the rates herein established is e11ghtl1 1D 

There i~ ever,y opportunity, however, ot appl1-

oant'e reducing operating expenses by improved met~ods and et-

fieienoies wAicu will substantial~ increase the earnings trom 
its bU8iness. 

ORD:!R 
-~ ---

The-Sacreoento Gss CO:nPSDY having applied to the 

Railroad Comc182ion tor authority to increase its gas rates 

in the City of tOd1, a hearing having been hold. the matter 

being submitted and now rea~ for deCision, 

The ::!ail::-osd COr.cm1S~iOll ot the State ot Ca11:fornis 

hereby finde ae 8. :faet that the rstes noV! cha.rged by Saora-

mento Gse Company for gas service in the Cit.1 ot todi are not 

juet and reasonable rates and tha.t tile rates .a.ere1D auth.orized 

are. under present oonditiope, Suet and reasonable ratee :for 
gas in the City ot Lod1. 
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Ba~ing its order on the foregoing findings of fact 

and the other tindings 01. tact contained in the opinion which 

precedes tc1a order, 

IT IS ~ ORDZRED that Sacramento Gas Company be 

a~d it is hereb~ au~orized to charge and collect tor gaa in 

the City ot Lodi, the folloWing sohedule of ratea~ effective 
~ 

t or all regular meter readings taken on and atter the il.s~ 

day of October~ 1920; 

First 400 ou.tt. per meter per month,or le~s "'1.25 
Ne:l..~ 2,600 cu.tt. per meter per month .. ~2.2S per ~ 

cu.ft. 
" 7,000 " " ". " " 2.00 per M •• 

au.ft. 
" 10,000 " " " " " 1.85 per M •• au. ft. 

All over 20,000 " " ". ". " 1.70 per It •• au.ft. 

PROVIDED, sacramento Gas Company ~hall,. wi thin ten 

days ot the date ot this order, tile with the Railroad Commie-. 
sion the sahedule of gas rates herein authorized. -Datod at San FraDc1sco, Calitorn1a, t~Le 1:5-~ 

dsy ot October, 1920. 
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