
ET 

De<:ision No. _4._9_3_98 

BEFORE THE PUELIC UTILITI~S CO~~~SSION OF THE STATE OF CALIFORNIA 

In the ~~tter of the Application ) 
of COAST COUNTIES GAS AND ELECTRIC ) 
C01~lPANY ," a corporation, for author- ) 
ity to increase rates applicable ) 
to electric service furnished within) 
the State of California,. ) 

Application No. 34393 
(as amended) 

For Applicant: w. E. Johns and Pillsbury, 
'¥adison and Sutro by Noel Dxer. 

For Interested Party:\Calil'ornia Farm 
Bureau Federation by Edson Abel. 

For Commission Staff: Harold J .. McCarthy, 
J. F. Donova-n and Charles w. Mors .. 

c)'PINION ---- .... ~ ... 
Coast Counties Gas arid E1e ctric Con.pany, a California 

corporation operating electric, gas and water systeIl'~s in centr~l 

and northern California, by this application, filed ¥~y 26, 1953 

and as acended Aug-a:st 25 and October 26,. 1953, seeks an order of 

this Commiss~,on authorizing 3n increase" in electri<: rates in or.der 

. to provide additiona1 g'ro'ss revenue in the approxilllate amount of 

$200,,500 a."'l.n'Oally based upon the level of business f.or the twelve 

months ended June ;0',' 1953.. 

A public hear'f.nS" in the matter was he"ld: before 

Commissioner' Craemer a.nd Examiner Emerson on November 16, 1953 

in San Francisco. No person appeare~ in opposition to applicantTs 

rate increase propo·s'al .. 

Applicant's POS'ition and Re"gu;est 

Applicant was before this' CO!llmission in 1952 seeking 

electric rate increa'ses and, bY Decision No. 47963 in Application 

No .. - 33014, was authorized to file new rate"s designed to proo,u<:~ Q. 

rate of return of 6 .. 25 per cent on a depreciated rate base' of 

$9,742,.000 for a past test period.. Such rates were expected to 
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yield a !'v:ture rate of return of 5.75 per cent.. Said rates of 

~eturn were found tO'be reasonable. 

Since the date of the aforesaid decision, applicant's 
:.. ~ , . 

investment in plant haz increased materially. Substantial 

increases in payroll expenses have also occurred. Growth of 

customers and customer usage, as r.eil,ected by increases in revenues, 
I.. " 

has not kept pace, hence applicant finds that its rate of return 

has de"clined Il'!arkedly. According to its books, the rate of return 

realized in the first twelve months following the test period used 

in the last rate proceeding amounted only to 5.2S per cent. It 

now esti!l'J3.tes that, if' present-rates are continued, el~ctrie 

operations in the year 1954. would produce no ~ore than a 4..95 per 

cent rate of return. It f.inds such rates of return to be below 

a reasonable level and inade<iuate to attract capital to the' ·enter-

prise. 

In the interest of' expeditious processing 'of this rate 

matter, so that needed rate relief might be obtained promptly on 
. 

a 'basis compatible with the Commission's recent rate decision, 

wi'tness for appl,icant stated that, as a result ,of cOI1-:f'erenc~s 
I ,', I , 
.! " 

between the Co~ission staff and company representatives, the com-
, :'~ ? ", . '" ',. 

pany reduced its requested rate of return to 5.75 per cent, which 
" , 

the Commission had found fair ~nd reasonable in its prior Decision 

No': 4. 796'3'~;" dated November 25, 1952, and, secondly, the compa."'ly 
, -',". '! ,"" 

followed methods employed by the Commission staff ,in presenting its 
• j.' 

''. 

evidence in that proceeding. This reduced the originally requested 

increase fron. ~~4.4.0,OOO to A~200,500 per annum. By sodoiDg, appli

cant alleges that its rate proposal will barely be adequate to meet 

its public obligations and requests that such showing and the 

me'thods employed therein oe accepted without prejudice to 

applicant T s positi'on in any future rate proceeding .. 
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In essence, applicant seeks no 'lUore' than to be returned 

to the earning position intended to result from this Cou®issionfs 

Decision No. 47963. 

Applicant's specif'J.c r.ate proposals, i,n amount and 

percentage, based on the adj1lsted opero.tj.ons for the twelve months 

ended June 30, 1953, are summari2ed as follows: 

Schedules 

General Service "A~ 
Domestic ,Service "D" 
Commercial "H" 
General Power 
Industrial Power 
Agricultural Power (inc':, 

'special contracts) 
Street Lighting 

Total 

Cross Amo~"'lt 
of Increase 

$ 44.,300 
109,200 

2 000" 
11;500,' 
4.,600 

22,,49,0 

~
.oo 

2 ' , 

Present 
Inc'r·ea~Se. 

3'·93 
5.27 
5 .. 0 
2 .. 0 
1.5 

3'.0 
7 .. 0 
4,,.04 

Applicant has also proposed to increase the present 

turn-on charge, assessed against seasonal or occasional users" 

fronI $1.50 to $3 .. 00.' 

Nature of Evidence, 

Applicant'T's' sh~ing consisted of the pla:'cing in evidence" 

of five exhibits supported by the test'imony of three witnesses. 

Fou:- of these exhi-:Oits had previous'ly been distriouted to the 

interested parties. The other." e~~ibit (Exhibit No.3) consisted of 

an agreement wi.th respect to taxes, which is discussed later. The' 

Commission staff and the Far~ Bureau representative made no affirm-

a~ive presentations but participated in the cross-ex~~nation of 

witnesses. The staff by its counsel stated that applicant had. made 

a numb,er 'of changes, in its proposed exhibit on "Recorded, Adjusted 

and Forecas~ed Results of Operation and Basis> for Requested Increas~ 

in Electric Rates" to co~ply with the recommeno.a.tions by the staff . 
and, with exceptions, the staff was of the opinion that the appli- ' 

cant had followed the methods e~ployed by the sta~f in the prior. 

electric rate. proceeding of a.pplicant (Application No. 33014') and'·· 
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that in t.he certain instances where the methods of applicant 

differed from those employed by the staff~ the results as set forth 

in the exhibit were reasonable for the purpose of this proceeding. 

Calculations developi~ the net for return were made for 

si~ periods. V:hile applicant does not subscrib.e in p~inciplc to 

,all or the adjustments made, it did adjust f¢r abnormalities· a~d 

nonrecurring itetllSc and to reflect .~ecent changes in levels of 

revenues and costs exclusive of those attributable to growth. 

Depreciated rate bases were developed for the same periods and 

include $300,000· as a. provision for working cash capital, an amount 

identical ~~th that shown by the staff in its rate b~se in the 

prior rate proceeding which was adopted by the pommission. The 
. . I'.' ' .. , 

results of these calculations respecting results(;jf ope%'ations . ,-- .... \"'-

u.nder present rates are summarized as fol~o\'f~ ~ 

PRESENT RATES 

Results of Operations 
- --- --.. .. -

Electric DeEartment Total ComE§!:nr 
Twelve Months Ended~ , ..... .. .. 

December 31, 1951 
$ 609 1662 Net for Re'Curn $ 1,3$5,041 

Rate Base 9,136
6
149 . . 23',937 ,.293 

Ra.te of Return .•. ~7% 5 .. 79% 
, 

June 30 , 1952 . 
600,666 Net for Return 1,42l,930 

P.ate Base 9,7S166S6 ' ;2.5) 541 ,488 
Rate of Return . 14ct ,-.. ,·7%· ... /0 

December 31, 1952 
.6l2,1$0 Net for Return 1 ,40S , 2l..3· 

Rate Base 10 ;~.)$., 169 27,122,68$ 
Rate of Return - 6 .. 86% 5.~9%: 

June 30, 1953 
626,405 Net for Return l,448:135 

Rate Base . > 11,009".911 2$',';3; ;370 
,Rate of Re'~:ur.·n '5.69% . 5.07%· 

Dec~mber 31, .l9:5~i'(a·) 
631,402 Net !for .Return 1,457,055 

Ra-te IBase . . ll,$17,32l 29,967,4$8 
Rate "..of' :Return . 5.4.8% , .. 4.86% 
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December 31, 1954 (Estimated) 
Net for Return 620~524 
Rate Base 12,544,758 
Rate of Return 4.95% 

1,446',062 
32,456,-766 

4.46% 

(a) Last six months estimated. 

It will be noted from the above tabulation that the rates 

of return for the company as a whole are lower than those £or the 

electric department. Applicant has other applications pending 

before the Commission seeking increases· in its gas and water rates. 

The downward trend in rate of return, apparent in the 

above tab·u.lation, has been av:eraged a:e 0; .. " per cent per year by 

applicant in making a comparison with it$ forecast of 1954 opera

tions. AS' a res.u1t, its, requested increase is expected· to produce 

no more than a 5 .. 75 per cent· rate of return during such period. 

Conclusions 

We find t·hat applicant is in n~ed of and enti tled to the 

increased revenues requested~ Its spread of revenue re~uirements 

between classes of customers appears to be reasonable and the 

specific rate changes requested. will be authorized except the 

turn-on charge which will be authorized at $'2 • .50, instead of $3.00 .. 

Federal taxes on incon.e have a marked effect on rate of 

return. Applicant's presentation has been predicated on. a contin

uing aggregate- :f"ederal· incolr.e tax rate of 5·2 per cent.. Such rate~ 

under present law.,. will be reduced to 47' per cent on April 1, 1954 ... , 

Tha t such reduct.lon will actually 0 ccur :Es: seriously questioned by 

applicant. However, in order to insure that applicant's customers 

Will not be required to provide more than the amount of taxes 

properly chargeable to operating expenses'T applicant has entored 

into a written understanding (Exhibit No .. 3 in this proceeding) by 

which it agrees to adjust its rate schedules to reflect th~ effect' 
;. 

of any change in inco~e taxes. Such written understandin& is 

reasonable and 'Will be approved. 
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Coast Counties Gas and Electric Company having applied 

'Co this Commission for an 'order "~uthorizj:ng';1·ncrease's· 'in e'le:c:tri'c 

rates and charges, public hearing" ha:""fng: :been held, the mat'ter,': 

having been submitted and now b~ing" r'eady for decision;- ,,:','" ,'/ 

IT IS HEREBr F6UND~"AS ;{, 'FAC'T that the inc'reases in rates 
~ , . '." , ". I J '1' ~ >'f I 

and charges authorized- her'ein 'are justified and that'pre'sent rates, 
J.,: ... .' \" /l""'" . . ..... ,' I • " .,. .. 

in so far as they differ frorr. those herein 'authorized;"!or 'the "'., 
, I 

future are unjust and unreasonable; therefore'; ',:' , '., .' ",; 
" ' 

1. 

:2. 

after the 

day of 

IT IS ORDERED as' follows: 
". ! " 

.. 
Applicant is authorized to file in quadruplicate 
with this Commission, after the effe,ctive date, 
of this order and in conformity with 'General, ' ' 
Order No. 96'" 'the schedules., of rates at the , .. 
increase~ charges and aJj.encled, cond:Ltioris' shown 
thereon set forth in Exhibit C attached to the 
application, except that th.e 'tu~n":on charge 'con
tained in the ':A" and "D", Schedules shall be' , 
$2.50, and, after not less than three days' ' 
no~ice to the public and to this Commission, to 
make .said rates effec~ive for service rendered 
on',and after January 1~·'1954. : , 

I, ...... 

The memorandum of understanding regarding federal 
income taxes contained.,in Exhibit No. 3 in this 
proceeding is hereby approved and applicant is· 
,directed to gover.n ,itself in accordal'lce with the 
terms, ther eof • ~ ", 

.' " I 
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