Decislon No. = - 20883

BEFORE TEE RATILROAD COMISSION OF THE STATE OF CALIFORNIA.

=. .3. Seles, et al,
o Aéémpla.ine.nts,
Ts.

. West Sife Naturel Gas Company
of Taft, Califorzia,

Yt M e ol eV e N ol B e

Defendant.

- e W Wy T Ay A G A A a S

Iz the Matiler of the Investigation )

on the Commission's own motion in- )

to the ratesz, .%olls, rentals, charges,)

classifications, coatracis, pra.c‘cicea,g Case No. 2472.
)
)
).

reles, reguletions and service of
West Side Natural Gos Company, o pub-
lic utility corporatioxr.

F. E. 3orton, C. V. Acderson,
Joseph Habexr,Jr. and James T. Ryan,
Lor West Side Natuxal Gas Company.

Coker F. Ra:thbone, for City of Taft.

LOURTIT, COMMISSIONER:

Lo these proceedings the Commission ms beLore 1';'- the
complednt of H. R. Sales and others that defendant, West Siag .
Ketural Gas COmm, 1s, and has been since its inception, charg-
1ng' excessive"ratea Lor na.tura.l‘ gas; 2lso an investigation, in-
stituted on the Commissigh’s o ﬁotion, into the ré.'t:ea, practices
axd operations '6f_¥'£esf#~-'51q.e Fatural Cas Compa.ny-.

Public hearings were heid. in Teft oxn ALpril 24th, May 313'6],
oz, October 6th, 1928, evidence being imtroduced and testimony

-l-




takern. The two cases were oconsolidated for hearing and c.ec’ision.

A motion by Attorney for applicant tﬁoa.t Case 2414 be
dismissed for went of nocessary signatures, and want oL é.ppe.a.ra.nces
and pecessary ropresentation, was taken under submission. There
veing nothing to the contrary in the record, ‘tnic motion vAll de
gxee.nﬁed. and the oxrdexr will =0 provide. .

The Commizsionts fauvestigation irn thiz proceeding
covers 2 review of the rates, rules, practices and operationsz of
Wost Side Na.‘éwal Gas Compa.:nq; however, the major issue, the
question of the ressonableress of present rates, forced the
greater proportion of attention to be directed to rate matlers.

West Side Teitural Gas Compaxny purchases natural gas
from Sguthern Czlifornis Gas Company at Fellows, Maricope cxnd at
two locetlons Ln Tafh, and dictributes this gas through a total
of come 45 miles dr‘high and low pressure mains to over 3000

consumsre in the above mentioned locelities axd surrownding areas.

Rates charged have, without oxception, boen in ecffect foxr over

torn years.

Evidenco Lxtroduced by the company and the Commission's
engineering staff related primarily to ostimates or' rate dase,
revenus, opera.‘ding oxpenses ard rate of retwrn Zor the yeaxr 1929.
A stody prezenteld dy tho o.n.gineeringvsté.ff dealt with carnings and
rete  of return furing the years 1925, 1926 and 1927, belng reo-
spectively 18.24, 17.2% and 17.6%. mziie no attempt was mede to
estimate pabte of returr for 1928, 1t 1s guite evident Lrom the
testimony that the comparsble Ligure wowld e su’osta.ntiaily 21.0%
for that year. These calevlations of returx earmed In P23t
years iavolve numerows correciions to reported expenses, particu~

laprly in the matter of general axnd miscellancous expense, which,




in paxrt, are not accepted by the company. Thexre is no guestion, howevexz,

that past earnings have beez very high. Iz view of tkhe recoat marked lde-

cline of the number of coazumers sexveld, interezt centers arow:a estimates

Zor the year 2929 and zucceeding years.

The Commiszzion's eaginecering ztaff presented an appraisal of
nropertics 2z of Decembgr 3L, 1927, being an inventory and price doterme-
tlon of propexrtles uwpon Lour vases; namely, nistorical repro&ucti_.on
both straight limo amd

To the tabdle below the rosultz of thece

cost, roproluction ¢ost now, and the latter le &3
sinking fuad depreciation.
appraisals are set Lorth, together wita tho cladms sdvenced by the
company for investment in operative propexriy:

TEST SIDE NATURAL GAS CCMPANY

PRICZD INVENTORY OF PROPERTIES
.AS OF DECEMIER 31, 1927..

:Llosa Derreciation :
Acecowrt .Eiatorical.Reproduction.suuzht Sluidng Compeny
Neme. : Cost : Cost New : Line

:Tund 5% :Claims.:

OPERATIVE PROFPERTY: .

Lands, $5,250.
Structures, 25,153.
Distr. Station Equipment. £79.
Distridution Maoins, 120,162,
Sexvicos, e, 44l .
Meotears and Rogulutora, 58,476.
On Consumers’ Prenises, 1,298,

$ s5,2%0.

25,554,

919.
110,325,
22,958.
635,686,
1,017,

£ 5,2%0.
. 24,990.
827.
73,220.

M,375- .

57,668.

508..

5,250,
. 25,183,
879.
220,162.
24,446.
52,476.
1,106.

$ 5,2%.%
. 24,990.
827.
81,044
16,540.
59, 723.
508.

- Sub-total ~

Miscellaneous Equipment, 21,482.

'32319 709-
2&145&.

$176,838.
20,524

$188,882.

8233, 562.
22,4%6.

Sudb-total -

Organization, - . 500.
Meters and Regulators (Stock)  3,208.

$257,024.

8254, 245.

500.
3,788.

$197,362. $209,322. $257.998.

$00.
ine.

500.  2,133.
izc. 3,208.

Totel Operative Property, 2e0,822.

NOX-OPERATIVE ?RO?’ER""I-
Lemds, .

Structures,
Distridution Nalins,

$15’250-
. 1,595,
1,028.

£258,433.

215,250,
2, 990-
939.

$197,862.

$15,2%0

. 2,392.

4210,022. $263,429.

315,2&'
. 2,392- :

Total Non=Operative Propexrty,
Total Operstive and Non-~

.Opexrative Propexty,

$17,873.

3278, 695.

$19,179.
277,622,

817, 842.
3219, 504.

$17,642.
3227, 664.




It will be noted that the compoxy has nccepted the
engineering d.cpurtmen '3 tor.:.ca.l .,.ppmisal excep* for tzo
items Organizotion Expense, and s cella.neom Eguipzmont . Capita.l.
The company contends that ceéta.in‘ oxpenae ontalled in the com-
so‘.!.id.::tion and. reorganization whick uook Dlace i.n 1920 is properly
inclusive ir a’'rate ba....e and that Vhe invesiment zet foxrth on
the company's books for ndseellaneons ce.prtal showld be accepted.
iv is q_mte clear that expenses incurred p'u:r.-ely iz comnection
with 2 consolid.ation or reorgoxization caanot properly de coz~
sidered in a rate dase and no cvidence a.a.s been preson:ted. to |

Justifly the compaxny’s claim in regard to the item of mic-
cellareous capital. We therefore use, Lor purposes of this
decision, the alstorical appraisal advencel by the enginééring
department of the COmission; nonely $260,822. for operative
fixed capital as o2 Decendor 31, .3.92'_!;

To obtaizn a rate base for vhe year 1929, consider-

e.ﬁioﬁ must ‘oe‘ given to estimated additions and be‘bfermen‘bs Lor
the yoers 1928 axnd 3,929; o necessary allowances for zﬁa;‘teriala.
axd supplies and working cash capital.  No disagreement exisis
as to 2dditions and bet*erment and ellowsnce :tor ‘ma;ta*ials and,
smpl...es properly incl'a.sive, these {tems beirg 53,000 and 5% OOO
rogpectively. The company contends for an allowance of ,pl0,00Q' ‘
for v.rorking cash capitel as agelinst §7,000 for this item c':e.;cug
leted in accordence with past practice p:t" the Commissi,qn.' Qhere
15 no reason for uwnique treatment of this item in this particular
proceeding and,, a.ccord.inglir a $7,000 allowazce will be mzde.

The rea..;ozm.'ble ra.te ‘oa.se for the year 1929 is, tnerefore, f.omd.
To be 275 8..2




Revenue and Expense: ‘

Egtimates suwvmitted on probable revemuwe and expense

Gerirg 1929 are set forth bolow:

Gross. Revem.e ,

Expenses:

Cost of Ges :Purcm.sed.

Distridbutiorn Expense,

Commiszsion and new busine

expense,

General and chella.neon...
experse,

Depreciation,

Taxes~State,

Ta.xes-ﬂ'eaerﬁ.

Conmpany
Estimate

$104, 664,

28,800.
16,900.

7,685.

18,550.
16,40%7.

1%,000.

2. 700.

c.R- C'

Estirete
s;:.sz 223,

35,740,
16, 900.

6,500.
- 14,850.

- 13,380,

10,118.
&,919.

Tacollectible Bills,
Motal Operating Expense - $103,092.

21,572,

1.050. 1.400.
$202,777.

$29,446.

Ket Devenue,

It will be obsexved from the above table that the
mafn &ifferences in estimates occur in the Ltems of grocs revenue
axd gc.s:' purchaze expense. These ltems depend primarily wpon The
zumber 'of consumers concected, and because of the peculisr situation
in tni., area will be dLscussed la.ter.

The co"p«-ny allowance for commercial and new business
expensé contains several items which showld be distriduted over
two or more years, and Iz further dased upon a greater number of
consumers than estimated elsewb.ez;e. The estimate of $6,550. is
considered reasonabdle for this item.

The company's eostimabte for general and miscellaneous
expense i apparently based on & coatinuation of the past selaxy
and expense allowance of 152 president. Such calary and expense
15 clearly uawarranted Tor o utility of this size and will not be

allowed in the present proceeding. The estimate of $14,850.00




for this item 13" a lidersl allowence and will be accepted as

reasonable.

The depreciation anmuity contented for by the company
1z zomewhat less then thet calewlated in accordance with ite past
pracvice, but comsideradbly in excess of the ’estima.te of the
Commiszion's enginogring department. Tre wnuswally high depreciation
reserve walch t.o.is company ka3 set aside indicates clearly that d.e-'
preciation anmuities have been excessive in past jea.‘rs. The
engineering fepartment's estimate of necessary deprecia.tion anruity
when conzideration is given to 2dditions and dYetterments estimated
for the year 1929, appears reasonsble and will be used in this pro-
ceeding. Tke caleulations upon waich this estimz;te of depreciation
annuity i3 vased ére set foxth below:

CALCULATION OF DEPRECIATION ANXUITY

Ialbimate verage Capil Year
Si% rercent Sinking Fand Bz3ls.

Yixed Capitval
Installed
C.R.C. ‘
Talvation :Life
:December 31,1927 :Years

»®

Rate

: Annuity
; Dollars

0 4% 55 20 aw
W B3 B 8D AN

Orgonization $500. - -
Laxnd 5,250. ‘ - :
Structures 25,153. 35  .00897 $226
Distr. Station Equip. 879. 20 .02718 . .
Distribution Mains 120,162. 12 .05928 7,123,
Services 24,446, 12 .05928 1,449.
eters ard Regulators 61, 774. 20 .02718 1,679.
Ixstall on Coxnxz. Prem. 1,196. 1z .0%928 7.
Miscellareous Equipment - - - - -
Avtomobiles 11,3179, 5 ATN%0 1,98%.
Cther Equipment 10,283. 0 07587 780. .

Swbtotel - | $260,822. 513,335,
Estimated Additions and ' "
Betterments, 1929, 3,000, - 12 05928 178

motal - | $26%, 822. 413, 513.

* NOTE: The skort lives used on.“‘cer‘ca.in equipment axe due

%o wmuseal local coxditions.




Taxes a3 ‘eztimated by the Commiszion's enga.neering
ata.‘.';‘r will be accepted az roe.zonable:, these Yoing depenfent upon
other eztimetes which have veen accepted, and calewlated in
accordance with well establizhed > ineiples.

Az noted zbove, 'es‘sima.teg 0L gross :'eve-nuev and pur-
chased, ga.a dopond primarily upon estimatos of concumers casnocted.
Comparative estimates of consumers, Zas sale# anl gross revenue
Zor the calendar year 1929 e.re set forth below: |

Compaxny }' Commiasion
tima.te Estimate
- Average Number of Con.;"uxﬁe.x-s -3, 000 3, 2:50
Sales M.CLE. 168 000 208 411
Cross Revem:;e ‘ ', 9104 664. §132 223_

The number of coasumers ..crved. by vhe Yrest Side Natural
Gaz Company, together with sales aad g:r:o...s revezme d.erived. there-
Iror Zor the years 1923 to 1928, incl'asive;, are lizted below:

Year Consumers  Sales,M.C.F. Gross Revenue

1923 2,872 203,818 8121, 209.
1924 z.12% 230,622 "140, 703.
1925 3,753 258,207 150, 359.
1926 4,014 256, 765 156, 633.
1927 3. 701 261, 226 165,1.21.
1928* 3,250 206, 340 129,453.

x.x.gurea Zor the 1ast three monm... Oa- ‘
the year were e-‘c.umted. by the company.
_ .Commuﬁitia:, served by the West Side Natural Gaz Cgmp:n&

are eatirely depondent wupon vke e.ctiirity. 1n the ':‘a.d.jacen'h 611’

fields for their growth and prosperity. Mamufectusing, commeretol.
axnd travsportation ind.us'c*:r.ea waich exist are depeadent upon uhe

0Ll Tiellds Zor their exisience. The population of* these localities
f?.ucfua.’tes ‘ddrectly with the activity of oil pi'od.ﬁc'tion ant d;rilline:

operctions in the adjacent 04l fields. Similexly, the zumber of‘f:

consumers, gas zeles, and gross revemue of this company fiuctucte




Trom yoar to yeo.r |

To o concidorable degree production Lfrom Midway Suxszet

is of e."hee.vy erude oll of low gazoline content. 0Ll

lande within this LIeld are in exteasive holdings under the
manegement of large oil comparies, simplifyiﬁ,g; their contmol and
making the process of ghutiing in production an easy procedure.

From 1923 to the beglnning of 1927, economic conditions
in the 0il industry we_:é:-e of such a nature. tbé.t though large
amownts of light oil of high gasoline content were produced Zrom
Southerz Coeliforafe £iolds, production from IMdway Sunset was
not hampered. In the spring of 1927, d;ué 4o the demoralized
condition of the oil imdustry resulting from overproduction im
vhe Mid-Continent and Texas fields, as well a3 continued pro-
Guetion of large amownts of light oils in Southern Califoraiw,
operatorz of thc Midway Sunzet field 'oéga.n sautt mg pro-
duetion of heo.vy crude oﬁ.l. Though the overpro.duc’cion fron
Yi&~Continent ficlds ha.s somewnat subzided, the conditions in
Califorate romain much the came and no cha.nge‘ 1z demand for
beavy crude oil is 4in sight. The shutting in of hoavy erule
nez contimecd fn the Midway Sunset Tileld and whother more oF
iess produetion and dril‘.!.ing will take place in 1929 than in
| 1928 1z prodlemevical.

The company convonla taat there will be a furthexr

curtailment of productlion anl d&rilling in the Midway Sunzet
£ield in 1929, that thcre will not oxly be a reduction of zome
150 “o 230 conzumers below tho average of 19338, dut that there
wiil Be 16 per ceat lesc conzunmpiion per conzumer “+hon the
average for 1925, 1926 ant 1927 combincl.  The estimate of

. 2. Syolce, Acssistant Englineer of the Commiss sion, tnoue;o.




besed upon the assumpiion that conditions in 1929 would bo abowd

as they were during 1928, aclmowledges a reduction of ome per cont
In number of conzunmers from ‘che averege of 1928 and a four per
cont red:acfiion iz con..'-"'zmpftion pex consumexr below the 1925, 1926
and 1927 combined average.

After o corefdd consileratior of all the evidence in
taiz proceeding, Lt appears proper 1o conclude that o molerate
reduction ir the raltes charged by this wiility iz Justilied E.x.x_*.d.
“he ordor hereirn will so provide.

At the present time a s3light differeatial i3 maintolined
ir thc rates for gonorel service supplield In the dtwo main areas
servell. Taiz Qifferential can no longer e Jﬁstiﬁed. and the
rotes established Zor cuek service will appiy wifornly over tho
system. | )

I rocommend viae Lollowing form of oxdoex:

The Rollroad Commiszion heving iastituted an investiz-
abtlion or 1tz own motion into the proctlices, rate.z:', o3 and
operations of Wezst Side Natural Gos Company, pubiic hearings
having been reld, the mavtor beoling submitted and realdy for de-
¢clsion, |

The Rollroal Commiszion hereby Lindz as a fact that
tne gas retes of West Sife Fatural Gaz Compazy now in effect
for commercisl and for special boiler service are Just exd roa-
sonable anf taat the rates for gomeral service are wnjust and
wnmeasorable Lnsofir ag they differ from tie rates hereinafior

. ) . D 9]
set Zorth, which rates are hexedy declared to e Just and




reg3oneble rates, aal basing itz order upon the Loregoing Linling -
of fact and the indingcz of f20t contalzed in the opinlon preced-
irzg thiz order,

| .
IT IS EEREZY ORDERED thet West Side Totural Gas Coxpeny

ve ané it 4Lz hereby authorized 't'.o charge and collect for naturel’
sas service supplied for gene"c.'.l. gservice effoctive with ’bills ba.sea '
or. meter readings token on and after A p r 41 15 , 2929, |
schedvl.e o:f.‘ rates cet forth in Exhidit TAT attached hereto and mede
a paxrd .ao:-eof, ..,uch rates to be Ziled with this C:o:nm...asion on or
betore Apx il , 1929.
~ I7? IS EEREBY FURTEER ORDERED that West Side I:Iutu:r:a.l Gc.s

Company, beginnizg with the celendar year 1929, a.cc-ou.p:t to 1ts re-
sexve Loy accmeci gevreciation for an eanuity caleulated in accord-
axce wiin the principles followed in the opinion ;preced.ing tois
order, and 2lso for interest at the rate of six per cout per smmum )
upor the balance of the reserve Lo accrued Gepreciation upon the
first Gay of each yeax. | B

IT IS ZEREBY FUR...”‘EI:ZR ORDERED that Case No. 2414,
Z.R.Seles, et al. ves. West Side Natuzral Gas Compa.w, be and the
same L3 horeby aismissed without prejulice. X

Tor all othexr purposes the ¢ffective d:i‘te o.f {hizs order
shall be uwenty (20) CGeays from and aflter the date herero:!’.'.

The foregoine; opinion and. order .L.., b.e:ceby agproved. a.nd.
oxdored Tiled as the opinion anl order of the Redilroadk Commi.;..-.i.pn
of the State of Californiz. | |

, < o
Datod at Sax "‘ra.ncisco, Californla, this gcf"" day of

)7/(41,«4,/ , 1929.

S8L00CT3.




TYHTRIT "AT
SCESDUIE A

(Superseding Schedules B and c)

General Sexviceo:

Applicable %o dome stic, commercicl and industrial

service for ligating, heating or cooking.

Qerrlivowy:

 Entire texrritory served.

First 5,000 cublc feet peor meter
per month - - - ~75¢ per U.cw.Lh.

Fext 10,000 cubic feet per meter ,
ver month - - - ~60¢ per U.cu.Lt.

Toxt 15,000 cubic feet per meter , ,
por mozth - - - -45¢ per U.cw.ft.

Over 30,000 cudic feed por meter
per month - - - -30¢ per Y.cw.Lt.

Mindimam caarse:

$1.00 por meter per month.




