Decision Mo. § 7.2

BEFORE TEE RAILRCAD COIMISSION
OF THEE STATZ OF CATLIFORNIA
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In the Matter of the Application of )
COAST VALLEYS GAS AND ZLECTRIC CON- ) Application No. 6614
PANY, & corporation, for am oxrder )
incressing ite gae rates. )

James P, Pollard and L. B. Jones,
for Applicant.
G. A. Daugherty, kisyor, smd J. E.
Anderaop, City Attorney, for
City of Salinas.
E. G. Jorgensen, City Attorrney, for
City of Paciziec Grove.

BRUNDIGE, Cormmisaioner:

PINIOYX

Coast Valleys Gas and Electric Company, herelin re-

ferred to ae applicszt or company, requests'authority to in-
oreage its rates snd charges £or gae gservice roandered in tke
cities of Salinas, Monterey and Pgeific Grove and contiguous
territory. In support of thie request applicant alleges ir
offect that under present rates it 18 not earrning a reason-
able returr upon ite overative investment; +that slnce the

ratea'noﬁ in effect were auwthorized by the Commission the

coat of 0il weed in the manufacture of gas hse materizlly in-




cresged; that it has invested a large sum of morey in ité ga9
system for the improvement of service, and that the present
rates have failed to yield the revenuwe during tre psat year
heretofore estimated.

Coast Valleye Gsas and Zlectric Company is engaged
in several public utility enterprises in Salirss Valley in ad-
dition to the cervice of gas heretofore referred to.  Eowever,
these other gsexvices gre not before the Tommission Zor con-

gideration at this time.

A hearing in this proceeding was neld at lionterey on
April 11lth, 1921, at which time evidence waes taken relative to
the operatioxs of applicant, the xmetter was submitted and e

now ready for decision.

The present rates charged by applicant for gas ser-

vice were establiched by this Commissior im ite Decision Xo.

7161 (Opinions snd Orders of the Rsilroad Commiseion of the

State of California Vol. 17, vsge 828). The gag sexvice of
applicent in Salinas ie sevarate and distinct from trat in
Monterey and Pacific Grove, the latter two communities being
served from a gas generating plant located in lonterey. The
rates heretofore fixed by this Commission were based upon an
apalysis of tre different conditions in trne two soparate dis-
tricte and in this proceeding the differential between tke
two dietricts will bve taken o 2 baeis in determining the
rates to be fixed. The price ¢f oil in effect at the time
the present rates were fixed wee for Salinas $1.90 per barrel

and Zor Nonterey $1l.60 per barrel. The prices for oil now

in effect and estimated to cortinue for the coming year are:




Saliras $2.35 per barrel; lomterey $2.00 per barrel. The
difference 1n tie price of oil in the two communities ie pri-
marily caused by freight crerges.

On the bacies of the use of 13 gallozs of oil per

1000 cu.Zt. of gas sold ir the two communities, which allow-

ance i9 ressoxzable for these two plants considering the recent

improvements to their productior equipment and distribution
oyetem, it would appesr tast due to the incresgee in price of
0il alone the coet of delivering gas has incréased 14¢ per
thousand since the laat decioion of the Commissiom.  This 4o
aleo eguivalent to an increase in total cost, bagsed upon 1920
operations, in excess of 9,000 per anrum.

The Cozmission ir ite previouns decision found that

the reseorable investment in applicaznt’s properties se of

September 30th, 1919 was 211,426,160 Since vhav date appli-

cant has expended considerable sums of money, mainly iz con-
nection with its lonterey and Pacific_Grove plant, in inetall-
ing a hélder, additional gas plant egquipment ard inereased dig-
tribution facilities in order to supply ite consumers with ade-
guate and satisfactory service. Improvements have al20 been
made -in the Saliras system. The capital keretofore found

reasonable plue additions and betterments Ior the combined sye-

tome 1s ag Zfollows:

COAST VALIEYS GAS AND EZLECTRIC COMDANY

GAS PROPERTIES

Fixed Capital, Sept. 30, 1919 ...... $211,426.16
Actual Additions & Betterrmontse
9/30/19 to 12/31/19 ..... 2,913.63
Actual Additions & Bettermants
12/31/19 to 12/31/20 ..... . B50,659.71
ZEatimated Additions Z Bettermerte
12/31/20 to 6/30/21 ..... 9, 600.00

Total . e e e o $274,599.50

-3 a




If to the abhove amount be added a reasonavle sllow-
ance 10or working cassh capital and material and supplies, which
are 2 part of the rate bagse on waich applicsnt is extitled to
8 return, tae rate base for the year 1921 will be $255,000.

At the time 0f the previous proceeding considerable
complaint was had regarding the quality of service rezdered
and it was poirted out by the Commission in toe decieion in
that proceeding trat aprlicant muet improve its service cordi-
tioms if it expecte to recelive a reasonable return upon its
properties. Applicsant kae materially improved its gae gervice
conditions in both districts snd at the rearing in thie proceed-
ing it wae.gererally agreed by represertatives of the public
and reported by the Commission's gas service inspeotor that a
good quality of service waes being rexdered. A considerable

part of toe additione and bdettermente during tre year 1920

were primaxrily for the betterment of service, and, altho with

better service & greater sale of gas 9 hould necescarily result,
it is appareant that this sdditional investment will result in
additionsl ¢cost per thoueand cumbic feet of gas sold. EHowever,
the result of this part of tho incresse in rate to the con-
eumer 9houwld de practically offset by the lnerease in the ef~
ficiext wee by him o0f the gas resulting from tne better ser-
vice rendered. In addition W this there have been economies
obtaired by applicant by the improvements made in its system
whick will reduce the effect of this increased coat upon the
total coat of service to consumers.

The following table esete forth the number of con-
sumers, sslesg, o0il requirenments and revenue? for 1920 and es-

timate for 1921 as 9hown by the eviderce:




COAST VALLZYS GAS A.D ZLECTRIC COVPARY

GaS STATISTICS

Ave. No. of Corsumers:
Salinas
Monterey axrd Pacific Grove
Total

Sales:
Salinasg :
Monterey and Pacific Grove
Total

Cil Requirements:
Salinas
Yonterey and Pacific Grove
Total

Gas Sales:
Revenune = Present Rataes
Salinas
Monterey and Pacific Grove
Total
lisc. Operatircg Revenue

motal

The .eatimated operating expences for the same period

Zotimated
1921

TS

19,463,000
46,235,000

55, 698, 000

6,740 bBble.

14,372 "7

I "

Begs
355.1

, 990,
1,882.16

889
2,020

909

22,000,000
53,000,000

$40, 300.00
87, 200.00

A
v 2)000.00

$112,875.39

3129, 500.00

found reasonable £rom tre evidence are a9 follows:

COAST VALLEYS GAS AND

SLECTRIC COLPARY

SALINAS, MONTERZEY &

PACIRIC GRCVE

GAS CPEIRATING EXPERNSES - Y2AR 1921

Production Expense:
011
Other Expense

Distribution Expense
Commexrcial "
General "
Uncollectible Bills
Taxes

Depreciation

348,840
30,000

9,330
7,655
8,985

50

9,562
Total Oporating Expense .... SIIZfZEE

8,010

. 8122,432

6,800 bble.
16,420

"
Cicay-v ol
" .



From the ahove it appeers that under present rates
aéplicant'e net earninge afier setting aside devrecistion 'will
be approximately $7,240, or only 2.45% upon the investment of
$295,000. It ie apparert thet a public utility such as this

canmot continue to give adeguate service if thne return upon

1ts investmont 1o ro grester than hereinm eshimated.  Appli-

cant has expended a relatively large sum of moxey in improving

ite service conditions and 1p placing iteself in a poeitionm to

render adequate service and it must be reasonably compensated
for the services rendered.

If applicant 1o allowed rates based mpor & returm of
8% upon ite ressorable investment it will be necessery to in-
cregee the groes revenme of applicant, based upon & year's op-
erations, by $18,100.

Applicsnt has materislly improved the quality of ser-
vice rendered and i maintaining & standasrd whkich practically
complies with the requirements set forth ir the Cormissionre
General Order. Certain minox infractions of +the Qrdexr still
exiot but apprlicant ie working to remove these infractione as
fast as poeeible altho complete compliance with the reguirements
will require some period of time. Analyeie of tne operéting
expenses of applicent by the Commission’s Engiveering Department
shows tnat tne expences heretofore set forth are ressonmable ex-
penses in this instance. Applicant is faced with a cost of op-
eration which it canno?t overcome and if ite corsumers desire
continuance of service it muet be expected trhet trhey will com-
pensate it reasonably for such service when the ssme i9 satie-

factory.




The rates got Lorth herein are fLixed 2uch that they
should returm to applicant, provided it~maintains the efficien~
oy herein estimated, 2 return of approximately 8% upon its rea-
sonable inveotment.

I recommend the Lollowing form of Order:

Coaet Valleye Gae arnd Zlectric Company havirng applied

for authority to incresee ite rates and charges for gae'in Sa-
linas, Monterey, Pacific Grove and contiguouns territory, & pub-
lic nearipg having been held, the matter being submitted and
now ready for decision,

The Railroad Commission of tre State of Californis
hereby Linde as 2 fact tnat tThe retes now charged for gas by
Coast Valleys Ga2 arnd Eiectric Company are not jnat and res2on-
avle ratee in 90 far as they do rot adeguately compersate it
for the gervice rendered ard In so faxr a9 taey differ from the
rates and ggarges herein established.

Basing ite order on the foregoing finding of fact snd
on the other findings of Zact contained ir the Opinion whiech

precedes this Order,

IT IS EEZREBY (RDERED that Cozst Valleye Gas and Zlec-
tric Company be, and it i9 herebdy, euthorized to charge arnd col-
lect for gas 20ld ir the locslities set forth in the Trespective
echedules the following rates and charges foxr gas service, based
upon all regular meter readinge taken on and after NMay 20th,

1921




-

SCEEDULE "a"

DOMESTIC AND COISERCIAL GAS SZRVICE

CEARACTER OF SERVICHE:

Gao of an average heating value of 570 B.T7.U. per cu-
bic foot will bve supplied wmnder thie schedule for lighting,
heating snd power service.

TERRITORY:

This rate appliee to the incorporeted cities of Non-
terey and Pacific Grove and adjacent territory thereto.

RATZ:

Pirst 500 cun.ft. or less per meter per momth $l1.15
Next 2,000 cu.£t. per meter per montk .. $2.00 per M cu.ft.
r 2 500 n " r haJ " .e l. 75 14 " "
" 5,000 " mooomom w360 T T om
v 5,000 " v " " " .. l.40 ™t T W
w mw lat had v Lt " n

All over 15,000 es  Le25

SCEZDULE "B"

DOIESTIC AND COIMMERCIAL GAS SERVICE

CEARACTER OF 3ERVICE:

Gas of an aversge heating value of 570 B.T.U. per cu-
bic foot will be 2upplied under this schedule fLor lighting,
heating and power service.

TERRITORY:

This rate applies to the incorporated city of Saliras
and adjacent territory thereto.




SCHEDUIZ "B" (Cont'd)

RATE:

Firet 500 cu.ft. or less ver meter per momth $1.15
Next 2,000 ou.ft. per meter per month .. 2.15 per
" 2,500 " " " " ™ .. 1.95
" 5,000 v " " n n ee L.75
" 5,000 " " nooo. " .. 1.50
" ke d L g 2 d "

A1l over 15,000 ee 140

1T IS EEREBY FURTHER ORDERED that Coast Valleys
and ZElectric Company °rall, withir 10 daye of the date of
.this order, file with the Commission the scrednles herein set

forth.

The foregoirg Opirion and QOrder are hereby approved

end ordered filed as the Opirion and Order of tre Railroad

Commission 0£ the State of Californisa.

Daved at San PFrancisco, California, this

42X dsy of ?%«, , 1921.

7

~—r

Commissiozers.




