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Decision No. 42677 

BEFORE 'iRE ?UBLIC UTILI7!SS Cm:r.ISSION OF TE~ STA'l'E OF CA1IFOru:IA 

) 
In the ~I:atter of the .~.'O'Olication ) 
O ~ C'T~~~~UT' ~~CT~~C U·'~·TT~.~~ ) 

... ."\,;..0 ... 4 v .... ' ... A-. I • ... r... ...J. ....... J.J .. ..., 
C C:':;c ANY , a corporation, for ar. ) 
order authorizi:'lf" it to increase ) 
rates chart.ed i'e.r propane - ) 
butan~ - air :' ~$ in the cities of ) 

tr' ~, ...... 
Ill!i~' ~;jj;(~, -..~ ... 
_Ii, i"'·"-<· ,i;I,,: .... 'I} "" q 
f; / .• ",' i ""', I " .• 
-..:..:,l .' I I I: !: I ..... • i i • I I I. : 

......... l. ~_,I . I ' I' t 
.- ... - '.Jl.l:.;·"~~ 

Applica~ion No. 29859 

~reka and Dur.s~uir and vicinity. ) 

----------------------------) 
O . 1 j)' 1 .... ~r ~I:' d 1: • rrl c \:, a:1 qUlS ... , .~ e_ J. an .. errlngton 
by ~~~e H. Johnston for applicant. 

OPIN!O:'J ------. .... -

California-Pacific Utilitie~ Qgffipany, by tha ~bcv~-~nti~leA 
application i'iled on November 30. 19J...S, s~eks o.uthcri.ty to e:$'~a~~i:5h 

an increasec sc~edule of rates for public utility ~~S service in cities 

of Yreka ana Du."ls::'!uir. T!1e propane-outane-ai:r gas s:~stems servine 

these cit.ies anG. vicini-:y- const.itute the e?plicant's entire Shasta 

Division. This corpora~ion ope~ates ot~~r public utility p'as)wa~er, 

telephone, or electr~c 1':::'operties at scattered point$ in the States of' 

California I O:-eron, ~~evadt.l.~ Idaho, and ':lyomng, deriving approximately 

3% of its total annual revenue ~ro~ theze eas sales.' Because o£ recent 

increases L"l cost of li~uefied ?etroleu~ f~S, transportat:on, labor, 

mat~rial a"lc supplies, applicant clai~s t~~t anou~-of-pocket loss is 

bein0 sustained each ~onth in t~is division anc ttat t~dz loss consti-

tu~~s a burden on its o~h~r divisions. I~~ediatc re:ief in the £or~ 

of hifher rates tiS pro,oscd in Exhibit D attacned to the application is 

requested. 

A public hearing was held befo~e Exa~iner Edwa~ds at Yreka 

on rJ!o.rch 16,1949. Two witnesses for the t:.tility, :·:r. C. E. Bramble, 

Vice President end 'I'reasurer 1 ane! ~!r .• :s. K. Albe:-t, Vice President ~nc. 

Chief Engineer, testified at the hcarin~ in support of the ap?licatio~. 
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The Cornrnissionts staff also presented the results of its investigation 

as to the effect the pro?osed rates wo~ld have on revenues a~d ra~e of 

return. Four custo~ers car.e fOr'llard a't the hearinp: to protest 'the 

proposed rate increase. 

Applicant's physical proper'ties in this division consist of 

two separate propane-b'.ltane-air Gas systems each comprised of stora~e 

vessels, ~1xers, distribution mains) services, ~etcrs and regu1ator~. 

At D'.ms:nuir the ·utility plant consists of t",'lO 15 ,OOO-gallon butane (;;.r.>.c 

one 3C,OOO-gallon propane storare tanks; five eas-air machines capable 

of deliv..ering 25,000 cubic .feet pc:" ~our of ra::.:; 5,100 feet .of four­

inch) 55,000 feet of th::-e<.~-inc:-. a:'ld 40,000 feet of two-i:1ch blacl-: iron 

wrapped pipe; 550 services; &~d 450 meters. At Yreka the utility 

plant consists of two 15,000-~allon butane and one 30,000-gallon p:,o­

pane storace t~~ks; five gas air machines ca?able of delivering 35,000 

cubic feet per hour of rasj 2,500 feet of four-inch, ;,300 feet of 

three-inch a~d 44,000 feet of two-inch pipe; 600 services; and 500 

meters. The u.tility's 1949 construction bu.dret provides for another 

30,OOO-gallon propanE: storare tank to be installed in Yreka in June 

of this year. 

Applicant 's ·~.ritne$ses testified th~t their major item of 

expense, liquefied ~ctroleum ras, ~~S undergone a large advance in 

price at the refi:1ery since the liftinr of O.P.A. price controls in 

June of 1946. From a base of 2-1/4 cents per r.a11on, five separate 

increa.ses have moved the price to 7.8 cents for propane and S.3 cents 

for butane. Applicant was protected by a lont"-tcrm contract at the 

O.P.A. ceiling price until .June 10, 1 9.l,. 8 , but since that time has been 

forced to pay the rCt,Ular quoted refinery prices. In adcition, the 

cost of transportint the t.as from the refinery to Du~smuir and Yreka 

has increased 32% since 1946. The record in this proceedinC:' indicates 

that the delivered cost to the utility for liqueficd petrole~ eas 

accounts for 67% of the total expenses incurred in the renditiCtn of r::.,.,:, 

-2-



A-29$59 
AA 

·e 

service. ?,~oreoV0r, the other costs, such as operation .labor; material 

and supplies ~ave increased s~bst~ntially durinG the past three years 

while the rates chareed by the applicant and its predecessor for ~as 

$crvice delivered to the custo~cr's ~cter in the ShastaDivision h~vc 

remained at the:ir present level since ?·!arch 1, 1940. Applicant's 

present rates do ~~t contain a protective escalator clause th~t adjusts 

the rates in proportio:1 to a:1 increase or decrease in the quoted price 

of t~e liqueficd ?etrolcum gas. 

The utility is as1.<inr that the various block .rates in its 

schedules be incre&sed betwee:1 seven and 7, cents per therm (100,000 

Btu) and that a~ escalator cla~$e be established based en a delivered 

cO'st for liq,l.l.eficd :oetrolc1.l.:'!l ras of 11.2 cents per therm. A comparison 

of the ~tility's present and ?roposed base rate follows: 

RATE A - General Service 
First 2 therms or less 
Next 6 therms, per therm 
Next 17 t~crr:ts, per ther::: 
Next 30 therms, per therm 
Next 110 therms, per thcrm 
Next 135 therms, per therr!l 
Over 300 theros, per therm 

RATE B 
Mir.imUI:l Charge 
First 25 ther~s, per therm 
Next 30 ther~~, ~er ther~ 
Next 110 therms; ;er therm 
Next 135 therms, ~er therm 
Over 300 thercs, per there 

Rates 
Present 

:.:>1.00 
.30 
.. 1$ 
.. 145 
.125 
~105 
.09 

3~00 
~le 
.145 
.125 
.105 
.09 

Pro!)osed 
vl •oO 

.• 375 
.255 
~22 

... 20 
~175 
.. 16 

3 .. 00 
.255 
.. 220 
.20 
.. 175 
.16 

Incre<lse 
"'k-:n-ou':'n::'t';;;"P~e";;r-,,:oC-e-~~t 

~ - '70 
0.075 25.0 

.075' 41.6 

.075 51 .. 7 

.075 60.0 

.. 07 i 66.7 

.07' 77.8 

.075 

.075 

.07; 
07: . 

" " 

.07 

41,,6 
51.7 
51.7 
66.7 
77.$ 

Or. February 11, 1949 the fifth incre~se occurred in the 

price of but~ne and pro~anc in the amount of one cent per 0allon at 

the refine:-y:. T!1is raised the cost of gas to 12.2 cents per thero 

delivered, so the effective pro:oo.sed rates 'would 'be one cent per ther~ 

hir,her than the base pro~osed rates set forth &bove" 

In order to determine the effect of applicantts proposed 

rates 0:1 the revenues and ex?enses, r1r. J .. E. Spe1ce, Associate 

Engineer in the Gas Division of the Con~issionts staff, prepared a 

study of 1947, 194$ and 1949 operations, adjusting the 194$ results 
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to the ?roposed 0ffective rates and currcn~ delivered g~s costs and 

estimating the 1949 results. Associate Engineer a. ::. Beardslee of 

tho ValuJ.tion Division I made a study of the fixed capital in service 

a~d prepared rate bases for the purpose of determining the probable . 

chanse in rate of return. The results of their studies were presented 

as exhibits and ~'ly be briefly sumr.arized fro~ EX.'''libit No. 20 as 

follows: 

Item 

SUMMARY OF EARNINGS - SHASTA DIVISION 

~s 1947, 1948, AND 1949 ESTmA'I'ED' 

. . ' 1948 ,. :, 1949 Estimated : 
:' 1947 : : PropoSed*.': 'Presently: Proposed: 
: Recorded: Recorded: Rates . : Effec .Bates: Rates: 

Operating Revenues 

Operating ~enses 
Production Ex:Penaea 54,272.59 90,279.50 118,5'7.00 126,025.00 126,~,.00 
Distribution Expenses 4 .. 099.16 7 .. 525.22,' l,525~00 7,921 .. 00 ,7,921.00 
Cuat.Aetg.&Coll.Exp's .. , 8,613.39 10,248.12, 10,249.00 11,925.00 11,925.00 
Sales Promotion Exp'B. 701.34 1 .. 046 .. 96 l,047~OO 1,294.00' 1,294.00 
Admin.& Genoral Exp's., 9,245.47 9,567.44 9',568~OO 10,838.00, 10,838 .. 00 
Uncollectible Aceta. 172.29 2'3.95 234.00 246.00 246.00 

Subtotal 77,104.24' 118,901~79 -147,l60~OO~-~,s,~49~'OO '158,249.00 

Taxes 6,575.56 2',985 .. 00 11,255.:00 (16~.00) . 8,622.00 
Depreciation Expense 2,399 .. 37 2r,618.'82 2,6%.00 ." , .. 00 ,. ,#,.00 

Total Operating Exp'a., 85,989~lf-"l24,505;61 '161,071.00: '''144,609:00-':-170,1;34.;00 

Net Revenue 795.69 (7.977.75) 15.,667:00 (2/,016.00) 11,942:00 

Rate Ba.~e 250,600.00 290,900 .. 00 291 .. 308.00# 317 ;300~OO 316,481.CO!f 
Rate of R~turn 0.3~ (2.74)~ 5.38~ (7.88)~ '3.m 

(Red Figure) 

* ~enaos adjusted to' 1949 delivered saa cost • 
# Reflocts roealeulated working cash. 

The utility'S proposed rates, based on the 1948 adjusted 

figures or the 1949 estimate, do not yield an excessive rate of return 

and from an earnings standpo~nt appear reasonable. However, the pro­

posed rates contain large increases for the customers who use more 

than a s~~ll quantity each oonth and the percentage increase is not 

t.:.niform with the quantity of consurlption and :nay leave the utility in 

a ~~lnerablc competitive position. It proposes such a large increase­

in the cost of house heati11g that it will probably lose considerable 

business. Four customers present at the hearing testified that they 
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could not afford to heat their hou~cs on the proposed rate levels and 

would burn oil, coal, or ~ood in3tead. 

Three of those cu~tomcrz olso had other reasons to complain 

of t~c utility's J.:'roposcc:. rate levels. Hr. A.. G. Feustel objected to 

the seven to 7~-ccnt increase block by block and said that'undcr the 

pro?os~d £\':'01 clause t!':<;:sc: ratcs sho 1.l.ld go u,:, only four CO!:lts based on 

the relative il"'.creasc in pricG of lic.uci'icd p€:trolcU!:l 'f!.:3S delivered. 

b~t\\'ccn Dunur:..:..ir .:LI'.d Yrcl~a to reflect the: dif.:f'e:~c!1eo in deli vorcd cost 
;0 ~ • .('. d ~ .l '- •• • , 

0... .It:',U<2 ... lC pctroJ.ellr:l ga.s an~. t'1C VarlD.tl.On In cost. to servo as 5.10\0::1 

by the Cor:-.mission staff's 2.:.1alysis for the two areas. !-'!r. John Gc.rc.ncr 

told of the seasonal nature of incone in the co~~unity, it bcinr very 

low when the l~~ber mills are shut down in ~he wintertime, and t.hcr~-

fore sugrcsted a lo~"'er ratei:1. th€: wintertimo and. hi["hcr rate in the 

suomcrti~c. He took the position that the present rates arQ already 

too hirh and sUs!t'csted that it mir,-:ht be du.e to ov~r-eA"t0nsion of 'the 

distributio~ system. a~d installation of many idle servic0:5 in adva.::cc 

of the need. 

Mr. BrnITlble answered these co;nnlaints b:r statinr th.':!t the 

utility docs not wish to ?ric0 itself out of the ~arkct and hopes that 

shortly costs \':i11 c.:-op so tho.t the p:-opozcd rate c~n be reaueee.. The 

CO:nr.1ission, in eivin!=' due ireirht to the CO:"'l?~;c:in::"""'l.ts' contentions, nnd 

to ~~. Bra.:nblc' s position, fino s th<:!t t::e: ?roT'os~d increase of seven 

to 7~ cents in th~ l·::J,st t:-.rC8 blocks is too r-:r·~at to maintain a coo-

petitivo pOSition ~nd thct applicant's pro~osal r.ives an unbalanced 

perccntc.r.e increr~sc to the v,"rioaz siz GS of users on Schedule B. The 

retos proposcc. by a?plicant i:'1 Schedules A .:!.:'1d :3 ere so nearly the same 

that tl'lc COl!':niesion sees no r~c.son for havi:'.f two r::ttc::; in the future 

and believes that the Schedule S custo~er$ should be riven the ~dvnn-

tafc of a lo\o;cr ~inim~~. At the sa~c time, the Co~~ission beli8ves 

th~t the minim1l."l users under the A subdivision of the schedule should 
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car:-y a !,o!"tion of the increase in cozts, c.nd that the ne ... : mi:nir!l1 .. un 
I 

sho~ld be ~1.50 per month. In ~art to o!f~et this increase, one rr.orc 

ther!':! \'1ill be allowed in the :'!'lini::wn charge. 

It 1ike ..... ise appears desirable to ho.ve a single rate for the 

t';:o cor:::11.lnities served in the Sr:.~sta Division because the delivered 

co::;t of ea$ is only slightly hieh~:' in Yreka a..'1d further, the cOrlpany 

indicated its proposal to install storage facilities in Yreka that 

co~ld. be utilized as a Cc~.'.!:.on sou:-ce of eas for the two areas servec.l_ 

Furthermore, t.he s~la.ll addi tionZ'll cost of g~.s delivered 'to Yreka \·;ould 

be o:.'i'set by the :'!'lore favorable density characterist.ics in that COtn-

Ii1uni ty. .:::'ccordingly, a !"ate schedule is provicit:ci by the order here:"n 

~ .. ;hich \·.ri11 grant the applica:-:.t the approximate a::our.t of relief re-

~uested, but '.':ill redistribute ~he burden to ~·3et. the objections o~ 

the cust.o~ers, in so far RS practicable. 

One customer stated tl~st i.n vi~'v; of t.he fact. that t!1C 

applic~nt had purchased this gas syst~~ at considerably le:s thsn the 

original cost :i~ure us:::d 0~r the Co:n."':".issior. f s ~t(,;.!'!' as 0. b.:l.sis to 

start compiling the :"at~ base, he felt. t::'at t~ere should be a."l adjust-

ment to :-el'lect this si tuatior.. The Co=i:::sion h::.s revie~j'ed ~his 

::lutter and. thi~ks th.:tt further detailed consider.:ition is urmecessary. 

T!'le rOotes that are herein orde:-ed .... "ill yield the op0rator a retur:;. of 

approxitlately 410. If \\"eight be given to only the ope:::-ator t S invest::ent, 

the result in turn "':ou1o. not sho\': an unrec.sonably high rate of ret-urn. 

Applicant'S pro,oseci rates would have i~creased 19~9 esti::nted revenues 

by ;;~62 ,483, but thc sinc;le schedule provided herein \-rill il,'lcrease 

r 1 b . ~ ~~~.~~. d ~60 60~ evenue on y y .s .• ~ ..;. ... l ... c.""e '0" , I. 

The following tabulation presents billings for typical 

monthly consumptions based upon the cu:::-rently effective rates, upon 

rates proposed by ~p,lic~~t, and u~o~ the ~~tes set fortr in the ord~r . 

fo110 ... :ing. The percentage increases of t,:;,c proposed. billings OV0r 

present billings a:-e also sho, .. T.. 
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Usage 
The'ms Present 

ComEanI's Proposai . -. 
Per Cent · .... ,. ~ . ~ . a . ~ '. xa t e s 

.. ' .,. ~ · Per Cent · per ~ronth Bill Amount Increase · Amount · Increase · · 
Rate A 

~ $ 1.00 ,~. 1.00 - % .) 1.50 50.0% ~ 

3 1.30 1.39 6.9 1.50 15.4-
5 1.90 2.16 13.7 Z.16 13.7 

10 3.16 :>.84- 21.5 )'.73 18.0 
Z5 5.$6 7.82 33.4- 7.4$ 27.6 

Ra.te B 
j 3.00 3.00 1.50 (~) 
5 3.00 3.00 2.16 ( '.) 

10 3..00 3.00 3.73 -'2'4":! 
Z5 4.50 6.63 47.3 7.4S 66.Z 

100 14..4$ 22'.98 5$.7 22.33 51+.2 
250 31·.53 52,.35 6&.0 49.13 55'.$ . 

(iiecrease) 

The schedule ~rovided herein ~~ll contain an escalator . . 

clause of the tJ:)e proposed by the ap::>licant. Such a clause provides 

for autooatic correction for price fluctuation of a cajor e)~ense it~~ 

that will promptly work to the custocer's advantage in case th~ mark~t. 

price drops or to k~ep revenues in b~l~~ce ~~th costs in case prices 

continue to rise. 

Cali'i'ornia-Pacific Utilities COtlpany having applied to this 

Co~ission for an order a~thorizing increases in rates, a public hear-

ing having been held and the matter having been submitted for decision, 

IT IS P.ER~BY FOUND AS A ?~CT that th~ increases in rates 

authorized herein are justi!iad; therefore 

IT IS hEREBY ORDS?.i::D that at'?licant is authorized to file 

in quadruplicate with this Co~~ission, ofter the effectiv0 date of 

this order> in conformity ~~th the Co~ission's General Order No. 96, 
. . 

the schedule of l·ates sho .... n in Z:<hibit A attached hereto and, after 

not less than five (5) days' notice to the Commission and to the publ~ 
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APPLICf...3:::LITY 

Schcc.hD.e 4-C 

GZI'JERAL SEr-tVICE 

Availa.ol~1 upon application, to a.'1Y domestic or gtlneral service cu:;tom~r for 
propane-outanc-air gas of an aver~gc hcatL~g value of 1, 000 Stu per cubic foot. 

TERRIlORY • 

Applicable to the territory now beins served by the CO::Jpanr in ane. conti61,;.OUS 

to th~ towns o£ Dunsmcir ana YNka in Siskiyou C01;JltYe. 

~ 
Per ~i'et,c:-r Per ~:onth 

First :3 th.;lZ'm3 .. ';;· or le~~ .... 
r-;ext 6 thel"lJ:l:) -. • • • • • • • • • .. • • • 

.. . . .. . 
• • • • • 

Next 16 thcr::l.S .. • .. .. . . 
Next 30 therms .. . .... 
Next 110 ther.::ns • • • .. .. .. .. .. .. • • • • • • • • • • 
Next 135 thcrcs • • • .. .. . . . . . . . . . 
Over 300 thcros .. .. .. • • • .. .. • .. • • • .. 

Rates 
;;:;1 • .50 

.32 

.2L.. 

..20 

.18 

.16 

.15 

*The word "t-her.n" means one hundred thousand Br-.i.t.ish 
thermal u. ... .its (100,000 Btu) .. 

E!'!'eet1ve 
Ra.tes 
:;;1.,0 

.33 

.25 
' • .21 
.19 
.. 17 
:.16 

The abow effective :'P.tcs .";.1"':: b.lscd on. tbe .i'ollo .... 'ing fuel clause 
~nd ~ ~vcr~gc eQzt o~ 1i~uefi~d potro1o~~ ea3 of 12.2¢ per hundr6d 
thou::;:;l.nd Btu delivered. to Yrel(a and DUl'lsr:;uir. 

Ninimu:n. Cha::'sc: 

The minim1JlIl. charge shall be $1.50 per ::.eter per month. 

SPECIAL CONDITIONS 

For gas uSl:!d i.'1 excess of three thcnns per :no~th, the rt.tes in effect a.t My 
time vary with the aVGrage cost of liqu~fil:!d p~trol~u: gas delivered to the plants 
gcn~rating gas S~r"l0c. under this schedul(j ~c. shall 00 dcter::lined from the above 
base rates by aQding to or aeducting thcrofrom, rc~pectively, 1.O¢ per ther.m for 
o~ch .9¢ th~t such cos~ of liqueficdpetrol~umgas is abov~ or below 1l.2¢ per 
hundNd. thojusand British thennal U!'lits, _the change in rate to be to the nearest .5¢. 

~~hen a cho..."l.Sc in, t.he cost of 1icl'J.efied pctroleu:n gas occurs -' the Comp3l'ly shall 
submit to the Public Utilities Commission of the State of California .. witl~ a 
period of 15 days, .::s.n. advice It)tter o..."ld app::'Opria~e to.riff sch(;dulcs set.ting forth 
the new o!!ectiv~ rates :~d~'1 a!tid~vit of such change in the cost of the liquefied 
petroleum gas as has occurred.. The new rete s!'t.~ be effl:!cti vo on all ;"cg..uar :neter 
reo.~s tc.:.:cn on and. after the 3Oti'. d..ly followi..'1~ suc:h chan.;'! in the eo st of 
liquefied pctro1ou:n gas. 
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to make said rates effective on all bills and charge::; for seryices 

rendered durin; billing periods ending: on and after ~:ay 1, 1949. 

T~'le ef;~ective date of this order shall be twenty (2C) days 

from and after the date hereof. 

Dated at ,/;-! S~~ Francisco, C~lifornia t~is ____ 2-~ __ __ day of 

a;,4 ,1949. 

0.:5-. ~ ... ~ 
" " ' " , 

i~J~ .. ·._~4!e" 
1 ~. '" 

'.Ie 

J' ,I ..... 
.. ' ....... 1' .... ·'·· 

• • '_ .. ~. I , __ ...... • ,Coriliriissioners • 
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