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BZFORE TEE RATLROAD COMMISSION
OF TEE STATE OF CALITORNIA
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In the Matter o0f the Application ) :
of SANTA MARTA GAS COMPAXY for ) Application No. 6442
guthority to increase rates. ) ' '

C. I. Preisker, City Attorney, for the
City of Santa Naris.

Chickering & Gregory, by Zvan Williamz{
for Sants Maria Gas Company.

C. P. Esetzel and W. T. Shipsey, For City
, of San Iufs Obispo.

. BY TEE COMMISSION:

OPINION O TREHPARING

On Auguet 3let, 1921 thie commissio: rendered ite
Declolon Ko. 9443 in the matter of the application of Santa
Meris Gas Company for 1ﬁcroaee in rétes,,oatabliahing new and
increased aghe&uloa of ratee to be effective Octobgr‘lot,'192l.
On September 16th, 1921 the City of Sante Xaris £iled ite peti-
tiox for rebbaring'in\the above ontitlod‘épﬁlication'alloging5
that the rates fixed for tiae sale of do@ostio‘gaa a9 oéf ioétn
in 30$o¢ule Ne. 1 in Decioion Xo. 9443 :o;vae:vico in the di:y
of Santa Mhr;a are in excess of roaponabléw:ateg which shonidt

be ckarged for the service in said city, reguesting that re-

hearing be granted axd the Decisioz No. 9443 de vacated and




that rates be establisned for the City of Santa Xaris dased UPp-

on the cost of rendering service by the Santsa Maria Gaa_COmpany.
On September 29th, 1921 the Commiseioz is9med an‘ordor gxantiné
the petition for'reheariﬁg and ordering that during the pend-
ency ot the proceedings on 8aid rehesring the enforcoment ot
. tke order in Decision No. 9443 be stayed upon the :ollbwing
terms and conditions, Ho-wit:
1. "The applicant shall de entitled to collect

.from 1ts consumere rates in accordance with

the schedules eset forth in esid Order, and,

in event oL a modification of said rates

on rehearirg, applicant shall refund to ita

ooneumers The excess, if any, of the amounte

thua ocollected above the ratee dete:minod

upon rehsaring.”

Eho'City of Santa Maria does not gquestion in its
petition for rebearing the total return which the Cozmioeion
found that Sarnta Marias Gas Company was entitled to receive dut
- urges that the rate for &omeafio sorvice charged in the City of
Santa Naris is ix excess 0% a reasonable rate azd ahbuid be o~
duced. A9 a basis for ite petition ioi rekearing toe City of
Senta Maria urges: that it is located moh closer to the’oil
fields from which the natural gae i obdtained thaxr is San Iuis
Ovispo or the territory adjacent trereto: that the Gog Company’s
1nvéstment and operating expenses for serving the Santa Yaria
district are mmeh lower than required In the Sar ILuise Qbispo
dletrict and that the sxall differertiel in ratee between the
two districte as Fixed ﬁy the Commission in Decision Ko. 9443
does not reasonadly reflect the ditferential.in coét oi soivice.
The rates iiiad Loxr domestic aorvicb in Deqisioﬁ Ko. 94431w$re.

for the City of Santa Naria, 5 cents per thousand cudio feet




less than for the City of San Iuis Obispo.

4 segregation of the investment of the Santa Yaria
Gas Compony chargeable to the two districts made by the Com~
mission’s engincors and submitted at the time o2 the applica=-
tion ior‘rehearing,.sbowed 2 materislly lower investment per
consumer chargeable to the Santa Merias district than in The
San Tuies Obispo distrisct. It was pointed out, however, that
tae gas syotem im the Santa Maria district was in seneral con~
structed at a tinme of rolativaly low coate and waa constructed
of second-hsand pipe, thume making the inveetment considersadly
lower than Were new pipe imetalled. Mhls comdition is requiz-
ing mumoh groater'ozponditu:ee.ior maintonence and replacemaent
at this time 1n the Sants Faris dlstrict than in the San Iuis
Oblepo dietriot. Estimates were aleo submitted of the cost
of ges service in the two commnities based upon s segregation
of oapita} snd a segregation and proration of Operating_ezpénaes
betwoeen the'two districte. These tables show that mpon the
segregation submitted, iiktheee de considered as the oxzly mea~
sure of the differentisl in rates, The average domeatic rates
20T the Santa Maris dfetrict ehould be $1.16 and for the San
Iuis ObLapo diétrict‘$1.33, a total difference upon an arbi-
vtraxy segregation of costs of 17 cente. Thess amounte were Ob-
tained by dedunoting from the total segregated cost of service
the estimated revemue to be received £rom the sale o3 gﬁs_ior
induetrial purposes, rates for which a:e‘laigély dependent on
the price 0% oil or other competitive fuels and the eervice to
which 18 sscondary to the domestic andvcommorqiél service.

Represontatives of the City 02f Santa Maria submitted

exhibite at the hearing on petitiom for rehearing making a dif-




Lorent segrogation of the investment and operating oXpenses.
Based upon the segregation made by the City of Santa mnri;.it
was urged that the average cost tor‘the Santa Maria district
for domestic service would be approxizstely 82 cente per thou-
8and cuble feet and for San Luls Obispo $1.62. . In the segre-
gation ﬁade the representatives of the City of Santa Zeris haye
apparently gone to the extreme in attempting to. charge all poe-
sible costs to San Iuis Obispo. On the basie of Senta Maria's
contentlion that 1t does not questionm the total réturn,‘its g~
gestion herein 1o that the City o2 San Imis Obiepo rates should
be ralsed approximately 60 per cent and ite rates should be re~

duced.

The City of Santa Maria is entitled to 9ome bexnefit on

account of ite nearness to the oil £ields from which the gae.ia
odbtained. It p;obably 9howld not be regquired to pay more'thanr
1t could Teagonably be required to pay were it served entirely
separate and distinct Lrom the service to Sax Luie'obiafo; To
any extent that the rates are less thar this amount due to the
combination of the two sexvices the City of Sants ¥sria 13 bene-
fitted. Sound pubdblic policy does xot sanetion such & proposal
- 89 made by Sanfa Yaria however. )

Purther study o:é the estimates submitted by the Commie~
sion’e engineers shows that ax error was msde in eatimating the
revenue %0 be received Lrom indunotriasl eales, the average‘rate
used for 144,000,000 cudic feet estimated being 28 oongﬁ; These
pales covered 60,000,000 cubic feet to San Joaquin ILight & Power
Corporation’s steam plant &t 15 oeﬁtb‘por thonsand cubic feet,
60,000,000 cubic Zeet to industrial comammers at approximately
30 cents per thousard ocmbic feet, and 24,000,000 to Unlon Sugar
Company at 21 cenmte per thoussrd cubic feet. ' Tke average price




"t0 be received 1s, therelore, 22 ceszts instead of 28 cents per
thouaani crbic feet. aking the.correctiqn tor’thie it;nxand :
the addition of $2,400 for pipe line rentale brings tie average
Tate to be received from the sale 02 gee for domestic snd com-
mercial purpose? to $1.30 per thomsand cubic feet for the enm-
tire territory, $1.22 for Santa Meris dietrict snmd $1.365 for
San Iuie Obiepo distriet based om the Commiseion's exngineers
segregation. |

It appesrs that with the oznopfion o2 the correction
above made and the possidle segregation oL certain iteme o2
transmigsion oapital and operating oxpenses the divisions of
coet made by the Commiseion’s engineers are reaaonablo. The
- eogregation ae to operating expenses in genoral givoe'to Saﬁta
‘Yaris tke bemefit of the larger business reeulting.::om.the‘
serving of greater territory.

The estimates submitted by the City o2 Santa Marise
are found not to represent a fair and wnbisced view 0f the situ~
ation.  On the basis euggested by the City of Sante Yaria amy
reduetion in the rates in Sanmta lsria mmet result in an imcresse
iz rates in the San Iuie Obiopo dietrict, ard it is vexry appar-

ent that the representatives of tho City of Santa Maria are will-

ing that this occur.

We corxclude that an average revenue of $1.22 per thou-
sand éubic feot 1o roaeonaile for domestic and commercisal gas
service in the Samta Maria dietrict and that'no real préjudico
will Dbe euiterod by that district under such rates. The rates
for domeatic and commercial sexvice for the 6ity ot Sants Maris

will be reduced 5 cente per thousand cubic foet Zor the f£irast

15,000 cmbie teet per metexr per montk below thet horetoioro




fixed. With thie re&uctién the averazge xste of 31.22 per thou~
eand oubic foet will bYe obtained. ”

The rates iz San Iuis 0blepo will not a9 at present .
2ixzed give Santa Maris Ges Company & 2ull returz oz the propexrty
Chargeadble to thast dietrict. o | |

Santa Maria Gae Compary o2 ite own volition entered
Sax Iuls Obiepo and charged s rate of £1.00 per thousanmd cubic
feet for domeetic service for several years in competition with
anéthor conpany. It apparently o2 ite omx free will saw £1it
to purchase the properties of the other company. The terri-
tory was at that time receivimg good sexvice under competitive
conditions at the rate o $1.00 per thomeand cuhio feet. Santa
Maris Gas COmpany does not guarantee to give any better sorvico
to the public than they have beez receiving. Altho competition
is not in general an advisable thing, Sants Maria Gae Company
oanhot expec£ 10 have ite ratee unressonably raised ﬁhen it had
beex willing in the past, wnder compotitivo conditions, %o op;r
eraste st a leaaer charge. It ie its duty to oPerate undor the
rates heretofore fixed%?ggiggégzcénigcgég‘°n
2ind are all that reasopably should be charged st this timo‘tor
the service, and increase 1ts returr by increaaed,eificienéy

and inoreased sales of gaa.

The City of Santa Yaris baving £iled petition Zor re-
hesring in the above entitled matter, rebhearing having been

granted and the matter having been eubmitted ard beirng now ready

for decision,

The Railroad Commission horebty Linds as a fact that




the rates for domeetic gas service of the Santa Liaria Ges Com-
' pany in the City of Santa Maris set forth in Decislon No. 9443

ae Schedule Ko. 1 should be.revised and modified as set forth
herein, an@ that Schedunle No. 1 set forth herein 12 a juet and
reagonabdle achedule of rstes Zor domestic gae service in the
City of Septa iaria, and that the rates set forth ir Decisionm
No. 9443 or as modified arnd on file with the Commiasion at this
time other thar Schedule No. 1 are just and ressonable raﬁee to
be ckarged for the service specified therein. |

Baeing ite order om the foregoing iindiﬁga of fact and
the findings of fact contained im the Opimior whick precedes
this Order, o

IT IS EEREBY ORDERED thet Sauts ¥aria Gas Company
charge and collect Zor gas sexvice in the City of Sazte Yeria
and to comeumers along Oroutt Road and iz the town~o£torcutt.
ae 8pecified Iin Schedule Xo. 1Aherein, the rates and chargee as
apecified therein, such rates and charges %o be effective for
all meter readings taken on aund after December 12th, 1921.

SCEEDULE NO. 1

GENERATL SERVICE

Applicable to domestic.and commercial eexrvice for
heating, cooking and lighting.

TERRITORY: _
Applioable to towne o2 Santa Nexris and Orcutt and
coneumers along Orowtt Rosd.
RATE:

Firet 5,000 cu.ft. per meter per month
Next ' +« 45,000 ™ 7 ” b v
N2

R .. " " g " L
ﬁé@c’All,ovor 50,000 T b4 " v . w

Mindmum Cherge $1.00 per Meter per Momih

¥
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SCEEDULE XC. 1 (Comt'd)

SPECIAL CONDITIONS:

- Consumers served under this sckedunle have priority
in the use of gas over consumers served under Schedrmles
Nos. 4, 5 or 6 (90e Decision No. 9443) at times when there
is Insufficient gaes to aupply the demands of all-oconaumers.

IT IS EEREBY FURTEER ORDERED:

l. That the Order im Decision No. 9443 in Applice~
tion No. 6442 except as herein epecifiocally modified 49 coﬁ-
tinued in full io:oé and effect. ‘

2. That in accordance witk the Commission’e order
granting rehearing in this matter, dated‘Septembei 29tﬂ. 1921,
Santa Meris Gas Company oredit or refumd to ite coﬁeumgra in
Santa Naria snd along Orcwtt Rosd and in the town of Oroutt the
amount of money cbarged in excess of that determined under the
rates herein specified during the period 9ince;the efloctive
date of Declolon No. 9443 on QOetober ist, 1921..

Dated at Sax Francisco, California, this 23"{
day of oé-&-wm 1921.

Llmssnimarss €




