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In The Matter of the Inveztigetion
upon vhe Commizsionrts owx motion
*o the rates, charges, clesszifice~-
tionz, rules, regulstiors, practices
- and coatracts of LOS ANGELES GAS AXD
. ZLBCTRIC CORPORATION.

Cese No. 2747.

Fermen Phlege.. a.nd Paul Cver 'son, for Los f.ne;e.uc.,
Ges and Zlectric C:o"ooratior.. )

Zrwin P. Wermer, Thurmond Clarke, "redoric‘ vou
Sehrader and Milton 'Dwn, _o,. the City of S
Los Angeles. , '

Leorard L..Diether, Deputy City Attormey, for the
City o~ Pesadens.

r ' Joan J. ,O"L‘bo e, City Attorney of <the City axnd

: County of sa.n e.nci..co, znd Dion R. Eolnm, o
Spee-cl cou:.sel Ascociated vO'CL.....-Ol for b.e
ﬁ‘t‘"’ O.‘. .L‘O‘q.o J:n&en-euo

J. O :'.‘:a::-:.‘z azé F. F. Bell, for the Boxd of Pa’o’ 1c
Uvilities of the ¢ '::y of Los n.ngelcs. T '

-

, Chester L. Coffin, City it SOIREY » for the City of RN
. | . Sante Monica. - o .

- CARR, Comxliscioner:

‘QRINZIOX

This iz o proceeding instituted bY the Commission om ite

‘own movion 88 03¢ of & seriec of investigetions into the rates of

verlous usilisties in the State, which from daté on file apperently
were rexlizing & boster net ezrning then was deemed reasonsble.
The proceeding wes called on Novexmder 12, 1929, when .-

mombvers o2 ithe v(':ox:missi'or.*s ‘sochnical stef? presczted ovidence and

A exnibits 1;1;@1::@1;3 ..he cc...........g posivion o.. the Compeny, botk in itc
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gas 2xnd in ivs eleciric deparixentis.

Zlectrle Deportaent Rates.

In i‘.;shelectrical busizess the Compeny is in competition
with the City of Los Angeles. ifter the instit tion OFf %his p::g-‘ ‘
ceecliﬁg he Ci‘;y- gaxounced & reductvion in its lighting and power
:':atc:.-;‘ e.‘.‘i‘ectf_ve iz Jenuery, L1$30, znd tac Compary xjéquested pomisé
aié;a S0 meet these ;gduced ra‘.;g;s. Tais, {v wes estimated, would
effeet 2 'i'od.uc‘aion_ in the Companyrs ::eve:_mé of approﬁm‘;ely
$737,000.00 in the yeex 1930C. Ividence presented by éng;;zoe::s oL
the Comnicsion wes to the effect thet with such a reduction the |

Compsay would s¥ill bYe e¢arning in 1ts electrical fdepaa::mén: Fhvieradeb g

imetely 7.03 pexcent ou 1tz investment eo chowz on 4ts books but Tith
lexd asccounts zdjusted o curreat volues. The Compaxy cloimed &

somowhat lesser yield then tkis on the theory that its seles would

sulZer beczuse ol buslizess depression.. 'vpnde:f'tbe“éﬁcumé‘;mes 2
inverlocutory order was mzde peritiing the Compmy Vo clorge Tae
ates sougkt. gcwél:experi-hce cering the ;ende:iqy ot iz pro-
ceeding has not borze out the feers of the Compeay. IS ;.':.I.es heve
increzced no:'me&.ly.‘ | Undes ‘tze cimcumstences the int iz electrical

rates chould be made permenent.

Ges Rates. |
In Yhe infiial steges of the yrocecding the COTTRIY Fro-
tested vigorou:ly voet the busizess dejpression wes = :':.ox.::ly g.:‘.‘fer.:‘a-
ing itc ges businesc ané thst 4t was exgeged in meking ex {nveatory
155 ges property whlch world reguire Some OZTAs Vo comple:;e..
Time for this, as well ac vo determine ;.noré cefinitely the :,'gﬁéct

of the business deprecsion on its gas soles, wWes sought. -, Finedly

2ll paxrtiesz stipulated that evideace skocld be'in by July 1, 1930, 2
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;?rpg:gm vm;ch_.as sudstantlielly cexried out, the hearings being com-
pleted on Nuly 16+h. |

o In 2lX, twenty-Zour deys were occunicd im the prescntation
o2 cvitence, the transeript of testimony mumbering 2130 pages ood

tho exhidbiic mounting in number to 67.  Decisions in verious prior
rate cases affecting the Compeny, tosether with the volmiﬁdﬁ; cecords
upox which besed, ac well &s +he Cozneny’s a::nuai end othex

repors, werc Teceived in evidonse.  Adout evory aspect of rote

bese ‘cnd veluation wes covered extensively by tessimony ond. exnidits,
as well as =ll other items séering upon waet would be & Tcasomcdle
Tate structure Zor the Tuture. Co
out of ell 62 the comflicting end incor.éﬁ.é‘cézi@éf&ims'in‘

»
v e on cLow .

evidence £t becomes necessery o Teder & scne ead just ;;oné':l;uzior.

05 %o whet will constitute Teesomable Tetos for the future. - Totes
welck will be {n karmony with the dszes applicd 2o other wtilidies
szi‘b‘;f'ect 4o regulation by this Commissioxn. o T

Test of Reasozableness.

..., Thaiz Commissionm JoT xany years, 1k the exerclise ol 1¥s ...
Jurisdiction o csteblish Teasonable rates Ior utilities of th:.:: fe
character, hes fixed rates to yield upoz the historicad oﬁ: setesl

cost o:‘." the property, texing lend, however, zt current values ané
&ej:eci&tibn caleuleted on & sinkinz furnd basis, o return somewhat

in excecs of the cost of the m:’::lef} ihvested in the property.  Wrewe
the Books weme sceuretely kept these heve beex doemed S0 :OSt acéﬁi-é‘aely
reflect the setual’cost o2 the structumal end Other FTODETtY.. so::'. -

times;” whel these were not Telisdble, i1 has deen Zound necessery 0

estimate whed 1% cost to produce the whole or yerts of the property.

. . “ .o L B -

hiztorically.
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(Re Coast Valleys Ges & Zleetric Co., (L917), 14 C.R.C. 460;

Seuthern Slerrss Pover Co., (1820} 18 C.R.C. 818; Southerz Cali-

fornia Tdison compe.ny, ‘_(3.92‘3.) ._’..9 C.2.C. 595, _nc’. c*gz.,) 23 C..L..C.
98L; San Joaquin ILicht & DPower Cor m‘*t“ on, (1922} 21 C.R.C. 545-

Paeilic Ges & TBleetrice Co.J (1.922.‘ 22 C.”-‘t.... 7445 c;reat ':restcm .

Powez Co., (1923) 22 C.R.C. 8l4; Peeific Tel. &._;.e:l. Qo. c:.szs)
33 C.2.C. 737)e |

U‘:.de: reses fixed oa thic desis util ies of this cheracter |
heve growa ‘strong. and prosperous. They have eroe ienced. no d.i:'.' Ti=
, e

L%y in securing cepitel Zor exvensions sad new developem. . gon=-
fifence in fnyestments in suck u:,.l:.‘:ie.. nas incressed end capital
hes flowed to thais Tield of iavestment readily and ot & gradeelly

Qecressing ate ox

., The Los Angele., ' ..lec‘.:ric c:o*pore.uion in *e,pegt to
its aes opma*ion, hes oeen befor:e uhiu COm..ss:'.on rrccz.en..ly ..nce
‘,‘c:omn‘zi__ssion wes given jurisdiciion over sz *a.te.., .,o...e- .
“Timec on  application Zor zuthornity to increase itz ra..gs, some~
times ot $he’ 1nstazce of tae Commiszion or of compleinents looxing

. ’ -
: ] L P 4 a

Jwe . ID,TAG PuUbLisacd suzual "epor 0L wae Ral *oad(:omission Tor
3.93.8—9 it appears thet 2% the close of v2e yeex 1913 UNe aggrestte
Tized ch.gi‘.:a.l of vhe ges snd electric usilities ol the State wes
$468,688,407.07.  Betuween 1812 and 1928 4hiz incressed repidly,
-the totel sgpregate Lixed ceapital mounting to o totel of
Vl 185,372,5478.71 by the c¢lose of 1928 Ce.:.r.ual *epo*t for 1928~9).
Tre agg,..ega.te pexr velue, of Iszued bonds and ztock of gac and el
S tric utill 'tie.., a3 teken from ‘he zanuel redorts o Tac Comulis '.uo'n,
wves $543,285,594.04 in 1913 cao. $1,123,658,757.82 in 1928, ex in-
¢recse of $SSO 373,163.78. Tre inc"ea..,c inc Tudes-$510,500,627.50
02 bonds. = anelysiz of reno*‘c., oiled with the .COm::n. on 520%
what vhe "-cmainde.. of 269, 872,536.28 ¢oasists of 3219, '94’3’ yohTa9%
.02 preferred stock.and $49,928,988.34 of coxmon. .
The "ol.;.ov'ﬁ.ne: .,a.bula ion .,h.o ws tae besis on which the: E Rellzozd
.Co::;c.i cion Zas eu‘tho:::.zed. Southern Celiforniz Tdison Compeny ond
Tecific Gas end Zlectric Cozpeny £6 1zzue vonds cald proferred ttocks,
boing indicative Mo" onLly of their, gromh b"—u ol *’ne lc*scni.c, co** -
of money:
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In cll of These ve..iou, p*ocecdine:. ro c..

were - Lested or measured‘by e
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dexd’ :ta‘ced 2DOVCe.

O Lk ""“59 000 OOC.. in 1829, aad ite Ind

Irom l&,SOO to 351,000 during “he same period.

tz rate baszo

a., de*o.._ sment has gro*m ‘Tron. avprox‘“°tely.$lz;sob,coo. iz

epéndent active meters

R KV ) E -

-

25 ooo,ooc.

-

Dec. 224BE

2. By .constitutionel emend:nen':: adoptec’. in 1914, the

was vested v
aiver e.p":lica lon. wa

Lnzeles Tiled o com-ola..n &
followed and the 4170 metiers T

| sugue

were :‘.‘...xea on ..h.e pesis

t .&.917.

(e I

Los Anpeles Gas & Tlectric COTD.,

Steted, GoLiRavec O yioist en & percezt returs. The

;th. Juri...dic tioa over the I

> -
"GG‘..- O.. uh’.':

tecking “he rates.

- b

Comp&..y.

L

SebL

iroed Commission
 Shortly there-~
S made Jor & mcrease in :ate- waile the City of Loz .
i ertencive investigetion

wore dispo.,ed. of by a deci..ior. hended down ixn

S

lS‘ Ua_ c. 72&).

Zetes

U

L coatrdr o
S Soeuthern Calilorzis =dison Coe |
. Zeads FreZerred Stock
==Tec—- : . Zhiecs
tive tive
o , - rate : . ) Tave
Releronce Ao G : Reference Amount 4
Yeexr: o . o ’ :
1920;:'18”0.?.‘3 164 . 5,000,000. 7.5 = ,
1921: 20 CRC 2%4  6,000,000. 7.20 = : ' '

. 1.92..’-' 22 CRC 4.7 4,160 000, 375 =, 22 CRC 45 ¢ 9 r\00 000.._., . 7.00
19232 24 'CRC 45 12,500,000. 6.50 : 23 CRC 65%L S, OOO .ooo.*: . 7,00
1924° 24 CRC 594 14,000,000. 6.45 : 25 CRC 379 lC,wJ,OOO.; : 6.86
2928 o ' : 27 CRC 130 10,00C,000. . 6.25

© 1926% Dec. L6781 40,000,000. .5.,40 : 28 CRC 370, 10, ch G000 . 5.25
1927 30 CRC: 35.; 30 000 OOO. 5620 : 30O CRC 7% 10 noo OOOA ' S.E3.
lazg: - . DT < s & c=:c 433. 10 ,O0.0,0CO,“.., . Sebl
19292 3% CRC 46" 15,000 ,.ooov. S.40 + 32 CRC 745 10,006,000-..  S.&L
1930: Dec. 22121 | 5,000,000., S.18 : , : . o R

Pucific Gas znd Tlectric Lo
. Bords . Freferred Stock

: _16 GPC‘T.L% S b,OOO 000. 6Geal : 16 C2C L&& 3 5,000,000, Veid
L918: ©: 16 CRC 283 S, 500,000. .. 7.06
1920+ 19 C=C 140 10,000,000. 7.63 : 18 CRC 7. 5,000,000, . .50
L921- VI.Q caC 875 . ZL,OO0,000. . 7.83 : . 20 C3C 628. 2,000,000, ...7.30
1922: 33 CRC 228 lo 000,000. 6.40 = 22 CRC 166 - 5 000,000.... " - €88 . -
1923> 23 c2 S39 1o, 000 OOO. 8.06 » 22 CRC 923 ,z 500 OOO.w- " 6ebT ..

- 1924s 25 CRC 307 1_...,500,000." 5.90 : | L T "

. 1925: 26 CRC 'S3L * 10,000,000. S5.87 = 27 CRC 339, ,z 500,.000. Sl
192¢6: 28 CRC 62 10, OOO 000. Sa37 = 2 C2C L37 %,000,000.. - 5.00
1927+ 30 CRC 377 :Ls OO0,000. 4,90 : 29 cRC 276 . $,000,000. 6el2
1928: F1'CRC 114 20, OOO 000. 4.75 = A A es~los 221" 10, OOO 000. . S.6L
1930: Dec., 22708 a2 1 . 205 006,000,
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,.ne e;rcvv'tn in its ga... dep-"-"menu hos Heen even -exceedod. by
vh&t 1“ its e_ectrical depc::tmenu, its e...e‘ oa..e 1:1 vha.. h..vi..@, in=-
crgwed 2rom approm.e.y 46,000, ooo. iz ‘.93.5 over "',,,43. 000, ooo.
‘inll929. The COmpany’° "‘:o tel 1nve sted capi‘ce.l &u‘ri:z@ T.hc nest
TiTteen ’yea.w.baa, :anrewed T0 & Suxm more ‘.:he:i five times The coount
at vhe beglaning of that pexriod.. .

This. rexarkeble ,gro':rth L22 been finenced largely by th
sale of the Company's bonds ond preferred siock, shese having been
zmarioted 8% 2 gredzelly lessening cost, o that the procent m..ual
éosﬁ of itc boad mad v*e,.cr':ed tock momey i 6.17 bercemd.  ALSO,
nitf» dewci«. vion *e.,e*ve ha., been {avested in the propexty. IL tais
8 be Mcluded. Tt 11:., bonc’. exd p:rea.e red stock-money.at Yhe rate ol.&
" percent, be.ng»tne Pood e at wmich 1" is recuirea. ac'coz;.nt "fo:: 1‘2:::1:'6-
.,e'-ve, une ‘eanuel oos‘.:-o its voxzd, pre:er:edfstock:e.n;’.fé.op;eé iatiérlP
‘ -'e e*vo ...oney i.. but 6.14 ve::ce.... On Décen‘oér'--s“? 1929 t:xe ..,onpa....yw
: had ouvsv &ndina; ...nwae.,hs..ﬁc'x.., ol b.e pub c V&?,O’?O 000. p by vc....ue o"‘ |
bonds, %12,469, 995. Dar velue of ﬁ*e*er':eﬁ. tock, and 220 OO0,000. pax,

value o2 co.;....ou .,..oc:c. I":.c den:'ec tion ::e.,e::ve on ..hav‘-de." :':ma "'o-

oor'ted. a% - :,;"...6,804 105..15. . 211 of i%s common’ s OCIC‘.L..» owned by .‘.?ac..“c :

- . - -

&-gontres .o ' . - . .
follom.ns year.the. Comwa..y~agair. "oo..:,b. en inerease. i r&»e.a in <he -
form of a&-surchsrge and rates were fixed to yielld en estimesed Tew=- ~
turn of '7 87 percent. - (Re-loc mr*eles Cas & 2lectric CoOTDey. 16 V..'-‘c.c.
472Y.. Iz June 1921 $his COIZLSSinl Ggoid, OO ..xpp..ica..fo... oL the
Comuo...y, gran‘.eé. ca inercese in »ates, the charges suthorized beine;
calculated T0 yicld & revurn on vhe oas.’.a stated of -8 percent and-9
Dercent oz oortain c“m...a_-"h:.ca nadé-called for o n.,.gb. intereszt rate.
(Re Los inceles Ces & Flectric Corn., 20 €.2.C. 93). Re4CS. Wore next
Tixec-av tae Close.of The year .575.,&, the metter coming before tze -
‘Conmmd zz ion in ¢he Compenyrts application foxr oz incresze. The same

basis for detvermining reasoneblensss wWas used and the rete of return
'deemed‘. “cagonab wes 7.8 pexcent. (Re Loc inceles'ges & Electric
. COTD., 29-C.R.C. ..64}. ‘e ~o..lomng a-cozplalint oy wxe Ci%¥- 0I- LOs -

Angeles rates 0F the Compeany-wele roducod-late in <he year 1928,%th
Taves Tixed 'oec’;.ng estinmeted 0 yield.a rTeturn of =lightly ir excecs
oL 7% percenta \..e ,..c><‘ Lageles Gas &-Tlecvric. C<>...~:>.J YA c........ 3'79}.
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Ligating Corporaticn. Sinece 1916 dus $4,500,000. of thais stock hes
veen fbﬁréhased for cask, §5,500,000., however, taving been diztriduted
to Paeific m.ghting Corporation in the form of stock dividends, :r;;.ejre-.
-éen‘.:ing exrnings left in tkhe proyexty. Dividonds heve been paid on
its comion stock of 7.20 percent pexr share ({100 per velue) iz 1916,
1017 end 1628; 7.4 percent im 19195 8.4 percent in 1920, 1921 and
1922; £.7 percent in 152%;  33.75 percent im 1924, included in which
1s 25 percent &s & s‘.:ock ddvidend of $2_,500,000.; 9 percont In 1925;_
9.,815‘pe:cent in 1926; 35.17 pevcent ia 1927, which imcludes & stock
dividend o2 21.42 percent, or $3,000,000.; 15 percext in 1928, and

17 ‘percent in 1929. The ICOm‘ AL surplus hes growa 2from $$81,212.-9-7
in 1916 %o 3‘;,176,6}53.09- in 1929; Zaile ivs deprecia‘.:;on sesexve in=

cTeassd from $3,804,383.36 %0, 25 sald above, §16,804,105.1S.

P&st'Earnings;

. oedle I, built up from findings ix cémissidn's‘decis;ons,
records upon which suck decisions ere besed, and the COﬁpany's e:::::.me.;
reporss, indicstes the earning position of -‘ahe-v(‘;ompa.ny £oxr the yoars
1916 %o 1929, 1ncl*::.§ive, on the basis upon wiich its rates and the
Teates of other utilities have been Zeaswred &5 W :e&som‘olenéss, e:zccépt"
that in view of the conclusious horesfter reached respecting. consumerz?
edvences this item has not been deducted in building up the 1‘:&@6 beases.
In this teble adjustmen‘cs have not deon maldo for temperaiure "co'::.d.i"..ipns
or otherwize. The figures are those reported b:;: '::hé conpany c:_:ecke%(l

egainst Cormission findings. Land values not having been Iized Qa.cb.'

yeax, the latest velue has been teker snd cexried back <o a.ryéa:r in
which they have been Lixedl. A5 T0 4ts electric propertiies, land 5
velues of date have been caxried back To 1920.  Figares for workizg

cesh capitel and meteriels enéd supplies have kel %o be app:oxin;;%d.

2. The c..ecw Or »alc in increasing tae rave base exd consequently
lowering “he rate of return ic illustrated by the Testimony of .
Masszer, of the Company, oz November 23, 1925, whoere in vestilying as
to the eernings of the gas depertment of the Compeny iz preceding
years he pointed out vhat the returan in 1922 was 7.4 percent, in 1925
6.3L percent, and in 1924 6.81 perceont, all, it will be obsexved,
slightly in excess of that shom in Teble I. .

. L : Zrm




"ABLK Noe 1

RATE BASE, REIURN 'AND RATR OF RRTURN

OAS AND ILEQIRIC DAPARTMEAGS

YEARS 1916-19%9

C6“5Ti§ﬁ {‘_(

Yoar

!
!
'

Cas Dopartront

Bleotrio Department

H

Rats Basa

INet for Return |RAte of‘ﬁ%lurn

-
t
1

Rate Bese

Depertiént

\Het For Heturn lRAf"‘of’ﬁéturn |Rato or Return "

1916
1917
1918
1919
1920
1921
1922
1923
1924
1926
1926
1927
1928
1929

$12,592,434.
13,039,710,

13,398,711+

13,971,706,
15,211,634,
21,927,234,

29’043’ 1440
37,603,113,

45,466,184,
51 .31?.326.
64.699.052.

66.802.089!

67'682. 669'

69‘070' 6630 "

AVorage,

$1,163,122,
£06,676.
1,160,618,

l § 207'429. b
1'119,669.'
2,067,732,
2 ?93’8350‘

3,0?2,031.

3,493,619,

3,450, 7614
5,095,917,

5’705’9901 N

9.16
8.64"
6472 -

8431 -

794
G425
712
6,12
6465

6,79
6466 .

8,08
8,63

9466

7465

46,070,000

6,289,000,

6.433 W‘OI :

6,517,000.
7,020,000,

8’3‘48.&0.'

10. 379 'Ml
13,362, 009,

17’433’0000‘

?A 426, OOOc
313,030,000,
33,741,000,
37,667,000,

41,338,000,

£499,57),
363,842,

4075916! 

424,990,
607. 698!
740,298,
1 [ 174' 795!

2,603,692, -

2,323,659,

3,0?2.48?! :
4,298,270 -

8,23

6434

662
22
8487

”lljSZj .
~ 13485
- 14,89

9,61
8,87
9411,
8478

8.76

9444

: 3085
7:60
6463

7¢74

7Tl
6.27
8(23

8.07 “_,'. .

8494 -
7.67

C TeR7
8497
8481
9629

8426




mosther considcra‘qion. of the recorl and the ordexr whickh

should be mede logicelly fells wader rour divisions or peris as

follows:

Pext I. Zerning po...’z.tion o" me co Zpany in 1928, :.929,
end 1930, oz ..he ba.,is he-e tofore used in Tespect
to this end other comparable utilities In fixing
Tetese.

Pert II. Coxparsble cerxing position of the Compeny in %he

- same yeexrs ,on the so-called faolr velue basis.

Pert IITI. :-Ze,_a.son:a'é:;e ,:é‘qu:n,a;d'vzje‘.;os;;iroje: to be esteblished.

Pert IT. Temperﬁmev necoTTe. ‘

.&.. pre:‘.'e.to*y vo the di.,cus., o whick ‘Zollows, 1% is pertinent'

to point out that when the systern of r'esleatio:r o pﬁblic"'ﬁtiutzes

£irst took Torm in "&h*? State it beceme DeCESIEXY 't e.efe.bi::.sh 2nd
there were csteblished, waiform system of accomats Zor ve.:*ou.. ‘clesses
of utilities, including.gas.and clectric, sxzbject so ..he ju::‘ sédiction

of the Commission. Iz freming this system .o,..-.e.éco ng every reason- : B
sble or cbnceivable item ofveXpendiiure wes ;.'.o'v‘e red in one Ty oF |
ano‘ahe::. ‘Some cleexly fell imto the category of cupital ‘expenditure,
..,ucb. es the direct zmeterizl and . labor costs of Phy...ical pronwt:v'-
others, with equel clexity,- fell- into. the -cl:.ssi’i ation of currext
operating e:c;oen..e, otb.e-s Tere 02 & nature -..o oa grouped with bc..:.ancc
shoet 1ﬁcomc or surplus accounte. Some a.ccoun..e. WeTe 1ot of & cba:-ac..ez; |
to be so clearly clesciffed. Xew hu?'..ne ss expense, Zor instence, into
which zeccount ..he::-e vza.., ii.feﬁdec’. to £low a.... item.. of eznenditure |
having %o do with tze cost of a.t e.ching ousine s, zight have dbeexn
cons:.dered_as & capital e:::pend.wure T & ex ope:axing expense. It

"~

wes put into tho ledtier classifi c,g‘:.‘.or..

_Into orgeaization. expen-xe, a cap cl ‘tem there wes per-

mitoed vo ‘lo-: Dot only all c:me:.oe* oL o"ganizing “he oo*pomtion




®

- but a.lso costs of p:ommi*n and vhe expenses incldent to the sale of
comnon and preferred stock.

The Commission, in exercising its funetions r determining
seasoneble Tates for utilities and in otherwise exercising its juris-
deticm over them, hes elweys siteched grest importance to the

viliviest accoun -énd sccounting where the books =ad recoxds heve -
been a.ccura.tely :I:ept; &3 eppeaxs to ha.ve.been;‘done by this Coxpany.
The saxme policy is here observed. ‘
' PART I. : . ro

The order here made dealé. Wtk the futuse but in deterxmining

prodbable operavive resulls great wWelght must de ziven ‘::o she' setuel

experiecnce of the Company. - Retes 0f course are not fixed "'or any

pe::ticula: calendar yeer. Eowever, what hapbene& in 1922 ..::.G. 1929 axd
what is Llikely 'to heppen: Zox the yezxr 1830, &une =llowance 'being onede
Zoz - shunormal oX non-recurring conditions in those yeeraz both as they
affect revenue end operating expense, will be aelpful in:appmising
the ‘um:r:e. ©  Here *h e*e sre present vericus abnozmel cond.. 4ens 'rér'

ch dne’ allomence must be made. ™he gross revenue, &S wea.l as/'net
operating revemue, for‘instence, ‘As substentially af2ected DY Sempera=
ture conditions. XNeexrly 65 percent of the Coxpamy’s gross revemue is’
derived iz the months from November o Apeil, inelusive. -TF low
‘ae:izperatu:es are experienced over this period rTeverues are corresponi-
ingly high. Conversely, warz weather means low revenues. IZOwWOver,.
the ingenuity of the engineers hes evolved forxmias Dy which sales,”
revenue and cost of purchesed gas may be trensleted to nommel’ ‘.:émper&- '
“ure conditvions.

T The rollovrin@ Teble IX cteates operatizng resulis of %he

compeny's gas &evertment for the yeex 1928, sdfusted 1n respect o

4. In recent rave cases the Commission has experienced difficully

in fixing »eves whick yvielded the rate of roturn int ended. end "'hought
regsoneble. ILate in 1926 rates were "":.'.zed 0 Field & returz of

7.8 percent (29 C.R.C. 164). They ectuelly yield.ed. in 1927 8-88- per-
cent and in 1928 8.83 percent (sece Table I)... Agelx, . lete in-1928,.
the Commission fixed rates w0 yleld & return of 7% percent (32 C.R.C.

379)}. They actuelly vielled =« :etg.:én of 9.66 pexcext. -




operax g revemue ond co,u ol nagturel .ges Lo rellect ncrmal-tampe:éfu:e
cond;t ons 2nd existinglra;es and dopreciation on the desis he:einarte:
discussed and found ;Q o reasonable; Zor the yoex 1329 . lixewise ad~
Justed o reflect normel temperature coxdivions and ¢9r dopreciation,
and alép to eliminate 2o Pecific Lighting Corporction payment horein
round‘:o o0 unjustiried; and Toxr 1930 25 estimated by the Company

al] "°ted To & 1ox mel temperature year 2nd adjusted zox dev*eci vio2
and w:th the Pacilic Lignting Corpoxt ctvion paymeznt elimincted znad for
cost of gas from Southerz Califoraic Gas Compeny azvth present auvhor-

1zed rete. Taxes fo* cach 0F these years asve dHeen

2lect the adjusiments im gross cad net revexues. Tao rate vese

2igures used will be treated subsecuontly.




£DICSTED OPERATTNG RESTLTS OF GAS DEP

m \O- n--l-’

L2TUENT. OF LOS

ANGELES GAS AND SLACTRIC CORPORATION DR VEADS L9ZB8.

1929 and 1950 -~ SISTORICAL 3ASIS.

- 928

1929

L9350 Bst.:

Operating Revenue,

Operating ZxXpencses:
Produetion,
Transmission,
Distrivbution,
Commexeclel,
New Business,
Genereal,

Sub~Total,

Deprociation,

Texes, ‘

Utncol_‘!.e cti ble Bills,
Sub-Totzl,

Tovel Operating Zxpexnse,
Net fLor Retu::z,
Re&te 3ase, :
Rate of Retwrz,

214,959,000.

4,537,000.
1,000.
847,000.
829,000.
112,000.
701,000.

$15,989 000.

4,617, 000.
6,000.
780,000.
8389,000.

116,000.

720,000,

$16,415, 000.
| 4,63... 000.
1,123 ooo.

885 OOO.-

4, ,000.
1,005 OOO.

T T, 057,000,

Z

& 943,000.

. 1,525,000.
'130,000.

7 3.44- 000.

96?,000.
61‘5’0000
128¢,000.

182,000,

T %, 558, 000.

£9,685,000.
'5.,,274,000.
57,838,000,

T2, 762,000,

£9,864,000.
6,105,000,

59,226,000.

10.35

:,!3;,555. :

" 990 OOO'. .
1 64?,000-‘ :

(7 ,815,75&‘5 B

,,10 > 558,00_0. :

5,837,000.

60,704,000,

6%

-

9.1%
Heighted Aversge Revurn .

for T-yeexr Period 9.7%

Rate Base.

The rete bases in this table ere built upor that estedlished

in 1917 (13 C.R.C. 724) eugmented by net ed&itions and betterments as
entered upon the Compeny's books but with land iz 1928, 1929 ead 19%0
et its velue as o2 Decem‘ée: 31, 1929, =5 testified to by prived® Mc.s::lir"e,

. - S _ _
lend eppreisex of the Coxmission. Theze bheases have no‘.: bee; ,::'ais.ed.
gs uwrged by the Conpany decause of the clalmed omissd.o:i of ,s:i-cs;lled.

overhead cherges, allocated by the Company Irom year fto yeor and in the

5. The oresis-down 0f Tiae rate oese ITigure used Tor 1930 is es Lollows:
Intengible capitel as of Decexber 3L, 1929: - ‘
orsaniization, cecscncnrcnceas -%g.ggsl:
I“rmc UO-” I N B N N R A BB Y A B B R Y A ’z
Total Intengible Capital 429,126.
2ugidle Capitel acz of December 31 A..939:
Ioan_d‘o ------------ csssrrcmsey 5’500,8880
%&zcuion Ce.pital 19,21.5,00.
Distribvution Capd ‘.:e.I. » »L
Generel Capital, cceeaea. varrae Dyod0,6lle
Totel Tangible Capital ‘

(Con.trs-i:ged)

$52,258,06L.




ordinary course of its accomniing preciice to operating exycns(;. Iz

. the initisl cease ‘involving ‘che gas rates "o:'th‘i' 'company 2 :f:s.‘.:é base

S ‘1:ced includin.g ove*-head. ckargos substant 1al.ay higher tb.an 'those
chaxrged by tb.e Compeny in p*eceding yeers and approxﬂ.mdn@ *ho..e 0w
cleimed. The Compeny wes thus fully s:op 1508 of & bdasiz of e.:-..s:.gn;ng
%0 capite.l'cer‘ce.in generel cha.rges o.uoce.table in pert to ce.pite.l’ end
in pert to operetion. Notwithstending the fact that, it wes thus | |
detinitely sdvized of the propziety of slloceting more of these to
cap;tal end lésé <o operation, “he Comp:sny, in subseéuen%ly miné those
splits or ellocetions, sew it 10 allocato on 1ts books the dulk of

these to operstion mich &s it hed dome prior ‘to 1917. TUnder .

S Contrd:
Ad&itiomel sllowence 2o~ Initerest
during comstructioz - . . - . . . § 155,000.

Greand Total Fized Cepitel es of ‘
Decmer Ul 1929 s o & 8 & s = = 58’842’137.

0::u=z«.-m:ﬁ.~ (compemy's s‘t ‘.:e) Net
Additions and. Bo'ctemen‘as Lor 1930 767 ,103.

ivercge Tixed Cepitel,. -1930°. . . . 56,809,296,

Meteriels e.nd.'Supplies e e e e e - 450',000-.': S
Torking Cask capr;a;.; e e e e e . B45,000.

| Reve Base’. . . .. . ;j. e s e a - ‘60,'704,290.
6 2250 USSL . ¢ . . . .. . .. . 60,704,000.

Estinetes of the hiztorical cost of tho structurel property were

mede in this proceeding, doth by the compmy exd by the Commis ioz.'- ,
Yalugtion Depe:: tment, ~Exclidingroverhedds, .the Company resched &. Tigure
epproximately $300,000. higher Thexn +zo oﬁe obtained by texing the 1917
rate base as fixed by the Commission in its first decision and vuilding
up on thet, while "‘*e veluation De;a“"'tment of vhe Commission reached &
Tigure apn*omately £300,000. lower then the one thus obtained. The
Lfect thet each of these estima..e.,, independently reached by em.bloying
sonewhat &ifferent methods and procedure, co...ee.:pondcd. 50 ¢lozely to the
historicel cost figure &s used end eccepted vy the Lommission aad Dy the
comperny &s correct in the series of »ate deteminations :-um:ing Lrom 1917
to 1928, confirms its subs;an"ial sceuracy. The figure used conlorms

to the accounting practice of the Coxpeny 2s <0 the Mulk o 1ts {nvest-
men.., whick kex fncreased froxm spproximately $13,000,000..°4n 1917 %o over
958 000,000. in 1929, the difference representing ne.. adlitions md .
vot c"'zrue.:::.'l;e duxring this period &s inserived in the Company*s books and
records. . Mesuliffe 2nd the Company’™s land SppIaisoer were ISur-.
risingly ¢lose in treir resulis. In the few points of diflerence 1. .
Mesulizters vestimony was the more cg:swincing. -

-
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“ae wniform systexm of accounts o considexreble renge of diserotion in

nmodng ellocetions suck as rere involved re..-.'!:.-. wi he cor.pew o

Zither' the Twusponsible sccouxting oflicers .07 vhe Compony made these:

sllocetions in the exercise of their dest judgzen‘._:,at‘.the time when

ell of the facts were Zresh in their minds or, for reasons I esmmebdly
The sdvantege of the Compony, deliberately. u..dercharr'cd. c_p..tcf

azné overcherged operetion. | 2e '@'a:c:i.cn.v~ proceed*ng., belore "hﬁ

Commissior 1t reported additions exd -bettermenis, &3 '::e.«.‘L ,a.s operaving

oxpenses, vased upon itz books aad the zllocations vhere rocorded.

Ge -Seciion 2. 0L General Iastrucvions axnd Derinitions *eupecting
clas sificat’on oL Jixed capital eccounss .oviaes taaz "so Jer as
possidlie. overhead construction coste, suCh o8 exgineeriug cocts, leow
expenses, injuries anl demeses, vaxes cxd interosv du*ing conztruevion,
shell bBe &s 1gnea or &vnortionca To perviculer accoun.u, $0 the ond
thet eacih ivexn of -propexty choll toer its proper shore of such cost
and .Phat the catire coct o...hc itex of property, voth direct &ad -
overhead, may ve deducvel Iromx the Zixed capivel cccomnts 2t the time
vhe itex of property is reui.ed. The Comn“ny ¢laims, =ad it is not
questioned, taat 1ts books and records sre unucuelly. ‘ul_ cad complove
and most carefully kent. -Accounting practices sre worked out in con-
sideredle detail Zor the cllocation and essigament 02 overhezds %o
cani tall eccounts. The whole Tecard negavives sny idee of romiscionz
oeights ;n.respect vo makin@ t esCe S

7. Thus, ir. V. T. Zoug ‘.:o...., contToller of tie Comlz. AT, testifying
oz March 21, 192L, respectizpg the rate bose as ol mlyul 1920, tosti~
f’ed 25 “ollo':.'s- :
"T started with the z:a".:e beze walck wes axrived ot by thae Qell-
"'oad "oznm"‘on :Ln its Decision No. 6139, walch I velieve was the
Lest ges rate fixing c¢oze for Yhls Compaxy, and’ Sount thels the allovw=-
azee, exc...x..s;.ve 0f shat for working cesh cepitel ‘exd materisis ond,
.,u-aplieu, wac 12,888, '73.4..‘4«‘:. To that emount are then z2dled the net
adéivions ‘vo tle me.n., 85 chown DY our YooXs, zmounting, STom July 1,
lslis, vo Decexmoer ! $l, 1918, to $48,0L13.9%; 'Sfor <he yesx 1919,
‘:}886 6ll.40; Zor tae 'ocz.‘iod; rrom Jemasry L1, 920, To Jume 30, 1920,
'.,,46.,,860.4.8' makinz totel addldions ol $1,397, %51.8.... I Thex edded
zatericls end supplies av the aver 289 Tox tae yeare2Q, smounving O
5585,455.02, end I further ciled working cash.cepital &t exn 'amount
equel ¢o 'ghout one moathts operating expelzes o"" the yeer 1920,
emounting o $300,334.34; whose two Ltems totvalling §885 789.66, and
zeking o grend total as o"'"m..y L, 1920, -ru.c‘* i., the mesn d te Tor
the year Iz cue..u.on, oL .,,:LS 15, 94-:»-61. S : :

. Foux yng later, o November 23, 4.925 waen -aue.., were age.in
under oxeminatioxn, 1. H. L. ‘M'**er '::._e::x iz che.::ge oz he_,ope“atio*
T the COm.na.*v*s zus departmie‘nt, te :.:ied as “o...x.o": .

m2. ~0"J"‘R"‘O\*- Qs “Ax. 2o3zser, '::a.ring *4e) ..h.’r.., exh ""b“ av
Tecvion &; W ch, I oel;eve, c.e...l.. with-rixed capivel. o:‘.‘ 1.ne co*'po:‘.'a-

“iim
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The Mnéings of the Commission indleate tret detorminations &5 Lo -

i
rates went on Tae assumption tast such allocesions wero p:oper’y hnde.

Wch +he excoptioz o* inserest dering construciion, of which spcciul
mex%ion will be mnde,_thé effect of thiz long conmtimued practice end
course of action hes béen .h“* the Compeny nes vYeen al owed ‘iz ‘e

o form of ogcrazing expense el ovuuces fvens wihich it now sayé chould

heve ‘been-added to capitel, end »nica it now seeks 4o add <o capi vol.

7 Con®ra: - '
tion, iz developing your Teble showing the Lixed capitsl of *the co*-
- poreation, you use -~ Ai& you use the production ¢osv, actual cost
the corporation on its books and recodds of the nhysical coupo“ent
perts of vhe propexty of the corporation?
. - "&e I 444, except Tor lands, wherein we used the nregenv value
of lends es prepar rol Dy ex apprels ol et This tine.
e SO thet with Tecspect to the depreciacble pa_. ol the p:opcr*y

_t docs *ep*c*e t actuel cost?

‘"ie Yes, sctuzl booxz figures. S

"TQe Taking gz a starting point vae axount dete*minca ov the
‘COmmiscion in 1921 in its Deci sion No. 91320
y "fe That iz corzect. ' ° ' - " -

" "% Thex adding to uh&* The - eetual co,. ol net zcadl 10“3 and
bett ermontw <o p*Obe*ty uiuce that ‘date?

bl luxe* on .hc seme- day T furtlher clarily caad maxe celinite
. Bls Zocstizmony, he testilfied cs follows:

"Qe ‘Now, Mr. lesser, wita “ewpec* uo vhe .cucl fi*ed canivel.,
‘a8 I waderstend it, these Tigures rerrese tze **ve-t_e~v or b*odnc._ bol
cosv ol vae propc_uy iz cuestion?
a ’ "” mu‘: .L..r OO......ec‘t. ; ; : ' s
: . ”Q.‘ Taet 1z vo =&y, ac*uallj what wes peld out oy the co-pora-
tion for the materials, luoo s Huppl*e., intercst auring construct;on,
tafeu, subarw; ion and s0-Torth ln this v"ovc.tyO
Mo Qha* ‘s cor“ect *h ucuua* cos® o. ouildins the pl=t

: .u;rying on behall oL %tae Cgmpany o:,dpri; 25, 19%8, the sexe
r. Lauuer azein explaizs how ne duilt up & »ate dece vy adding boox
'udd_tionu end betterments %0 voe baseg v*ov‘ouuly established By *he
COmm_gs*on, land, however, beling specizlly appraised zzd included o

ivs thex value. r“dumr Masser was under 1o misunderstending rezpect-
“ing vhe Commissionts cceptin, and acting upoxn-the Compexy™s book -
figures, for he Pest ed- By ' T ‘- :

. = oA
. .

"Pego 186, Table luu, setz Zorth & detalil of gas depsitmext

capitel which 1is Hazeld primarily on vhis Commission’s finqi.c aﬁd Co-
cicions irn %hc preceding rete caser, vedng Decision No.-1782%0. - IU zoes

back o o perliod six montkz carlier-vhan the dste set Zorth 1z Th

Commissionrts decision 5o as o checx Uh :‘igu'"eu &5 02 Jexvery 1, 1926.

ThoZe figures were submivied iz evidexnce in Tno ro*me* caue and "ere

. used by thoe Commission in- 4ivs decision.” .
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. Taere is 20 equity in the COmpa.ny's“cléim; axd bﬁy its conduet :md |
election i% has created & quasi eé..oppel ae;aié.st now seekinz to gaixz
advantage by repudizting its owx boolcé znd records as well s 1ts
position repestedly taken before this Commission.  The Zforegoing
observations are not entirely applicable to tro overhead e:'cponso' of

interest during consirucvion.  That, when 10t charged o capltel, wes

charged to the income eccounts snd 41l not get imto opé:-a.tihg ezpense.

The Compeny's course iz this Wes samewhet erratic.  For & few yeers
'noune was chexged %o cepitel.  In faizmess, the Tate base should de
iﬁcreaze’d by 'c:o;é 41t ference veitweer Lnterest Gaxring comstruciion es
actrally incz}r:-ect end the smount thoereol charged w0 cepital. This heas.
been done." '.

Worlking Cesh Cenitel sad Meterisls axzd Suvplies.

An‘alldme hes Yecn made for working cosk cepital and
meterisls and supplies in eccordance with the policies customerily
followved by tho Commission in decling wivkh the rates of oth’er'. vilities,
for the yesr 1930, $645,000. being included fox the former end $450,000.
- for the latter. hese éll$wances sre Geemed %o be adequate. The |
allowence Zor workiag cash capitel differs frox the Company's claim in
this cese prineipelly in thet 1% is desed upon the cost Tether the::z the
roteil velue of the sexvice whichk &t 211 %tizmes hes been :eﬁdered, but’
on ecconst o2 the leg iz monthly meter reedings and, collections hes not

been pald for by consumers. The allowance o mterials( end supplies

8. The Iecord 1S now clear as %o just waat allowence scould de made.
Mr. Wehets study beased vpon the period 1921 vo 1929 indicated proper
interest during comstruction cost of 1.75 pexrcent. Interest duriug
construction was included in the rate base lixst fixed by The Commis-
‘sion for 1916 end upon which succeeding bDeses heave beexz dulilt. From
1516 to 1921 the Compaay, though definitely =dvised thet this wes. &
proper capitel charge, cid not so meke it. . I= 1921, howevex, 1t
comenced cizrging interest to capitel. Tor the puxposes of this »ro-
ceeding there has been added the sum of $155,000. to +the. 1928 and 1929
bese, which is estimated 40 de ample Yo cover this 1tem. ) .,

~16=




ic based mpor the amount currently cexried, with allowance made Zor =
proportioz of these held for coustruction parposes and zgainst waich

the Compony charges interest during construction.

Consumers! Lévances.

'“‘Rincipmy"do' protect he majority of o ageinst {n-
cresses im rates thet would witimstely '::e'ml'c_ ZTon coﬁpm: tively large
{nvestments in non-remmnorstive eiteﬁsims, ‘the Coxmissiom hes approved |
rules for this Compeny *eoyi*ing that pext of she cost of such éxtensio:.s -
. ghall be ai_dmced; %0 the utility without interest by the i e.ivid.ue.l.. |

b'enerit‘.‘.ed.. Manii‘estly', < 4he wsility is allo'::eo. 2. meturm o2 tre
,to.e.l inve.,tmen in s:xch er:: nsi cn.s tz.e nmo e oF ,tai.., sule will de
| largely de:tea.ted.. '.T'.ho p::ac vice o*‘" be Commissicn hxs been to deduct ";
"t;_l;e ,‘",':,“9“? of suckh e.&vances., EQ'-'-'eve:', tte Compeny, notwi '::hstandi.ng
. 'thq many advantages of & .con tinueance ol tals *t..le, has see:a it %o iz~
/Sist upon its xight %0 ¢ return upox We zoney Thus advanced. Unde:r_
the"s‘e; ci:j‘cms:tanqes consuzers’ ~edvences have not oeen deducted. to obtalx
& ’:a..:':e base figure. The logi_cal corollexy of this treatmexnt of this
. i%exm, tl;u.é zede 2t the Insistence of the Company, is w0 ' modily the :-u:Le
so es %W *'eq,uire suck edvances’ to be .e“u:ned. wit th in'::e...est. . Tke

| o*der herein vd.ll cirect suck ...od.ir catioxz.

‘Generatmg Plexnts.

*

’\Io dedncuian 15 made on zzcount of tﬁe"‘.COzp’any{s', &:‘;i:.‘iqiai

| generating plents and eguipment being zenderod, 'dme¢e£ss;a.;y by ‘the fntr

duetion of na“ur...l ce..“ ~ There cex be. 20 cue viox that money 1:rvested.

in these was 1'{Lve sted p*nden..ly mc’. iz sood. *"aith. _' .....cn nadre,

leasf, the invé...‘::men‘. -'a.... & proper and ngcqssg:y oze. = ':.’he *heo*y of

*;hé besls of tes;.'.ing rates‘;_hei'e under considgrat’;.o::;\comemplg‘:es_ »p::o-
-17=-




tection of imvestments thus made. Vere the cost of these plants de-

2ucted from the dese it 'vou....d. be necessary to provide for “"" ..mo::‘.:iza-
tion. The Cityrs sze tup p:'ovid.o" for “heixr emortiz ion over & longer
pé:"iéd 251 *;*an -ei*- noxmel li:‘e expectoney upo wﬁch curre:z‘;
de*: ecie.‘;ion e:mon.,e is cclculated. A shorter and more a.ocical.
amo:-tizc...ion period would su“o.::.t tizlly chenge "’ﬂe reswlt. alle the
evidence zdéuced by “hae & Ty 1n recpect To taese plants preseﬁts z
serious guestion as to waetzer ell of the investment_ they reprecsent.
should be comtimued in the Tate 0ese, it 15 ot estedlished With
curficient definiteness that the climinstion of the wkole oz z et
the,inve;‘men‘c would bte :fe.i:- %0 .“Whe Campany, or o ;.he interest
the consumers. L somewaet &ifferentv .situation axises in
connection with < ZpenyTs clainms Yo ko roproductioz value of
- these plents. This iz vrealeld under P;rf!: IIT.

Oneratine Revenue.

. on

Talle the formulac Tor trensl&fir.s sevenue %o zorzel te...pcr-
a‘cu e conc‘.it:.on... va:y .,4.1.3htly, the oze used by "'he ccnve.ny's M.

" Ix:asser is hore emialoyed. The vesxr 1930 4c 'in many re...pec s e.n-a‘onér:.".eil |
“ yoar. Mot ‘only kave the % wporatures been higher ‘oz normal but Sae
bucines s depression has hed cn effect upon sales. Verious —evenue
e...uimaue::. were precexted for that yeer. The one set out in the Leble .
| 4z thet of the Compexy's Tice-President, Y. Messor, who it tho
*c...pon.,.;.ole o,......ce.. in c*arge of gts ope:r"a‘.:ions, ckanged only “o ro-

. “lcct no*m...l .em'oe.re."u.. 3 taroughout the entire yeer.

Ojge*auinr' :.‘roen,,c.,.

‘Protuction expense Tor 1930, *.:":ze largect itexm of'n '.‘.c‘h iz
the cost of "‘pu:'chasec’l” ges, 1o thet estizmesod by tzZe Commany, except
shet tue precentauthorized mote LOT ges from Sowthord "'...l:.:o*;‘a Gz
Compeny "is wsed fnstecd of ‘2 higker czerge whiéi wes clzimed mizat
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be anticipaved and totel roguirements far gas iz adjusted to o year

of aormel temperature. Qther operating eoxpenses Lo 1930 ‘ro:.' dis=-
tridution, comuexrciel., new business ard genersl expense, 'e:{.'cept tor
Pacific Lighting Corporaticnts fee, are those ectimated by the

compa_ny.g Xr. Wehe, of the Commiszionts stel?, made a ve:?y' caro~

ul study of the depreciation allowance proper %o be mede, involvin@‘
both en inspection of the physicel property el & &efai;;ed study of

the Companyts actual experience. This Company iz of sufficlent age

50 that 1ts'ezperience is an important guide Vo tae. cAo:.-rec't: deterning-
tion of The emount of aanual charge necessary o eet recurriag depi-ec-ia.-
tion expense. Mr. Tele's exheamstive study makes it plein that the
allowance heretofore made, and waich the Compeny ¢laims, 15 lexrger than
necessary. Eils Tigure, adjusted %o covéz:' everase aé.ditim and bdevier-

ments for 1930 and adjusted to plant a&s it existed in 1928 and 1929, hes

9. TFOr tae operating expensze for 1950, excepe for cost of purchased
gas and the Pacific Lighting Coarporavionts fee, feprecistion, texes and
uncollectidle bills, the Company estineted $3,571,696. 1. Spelce,
an engineer of the Commission, meade esvimates of reasonadle expencesz Zor
these aggregeting dut $3,031,603., es appears more fully from the
following teble: -

Oreretins Pxvenses for 1530, &s Estinmated

Oy Measser and Spelce.

. Messer Spelce

Roduction other than cost of
6&5 LI I N R A R BN $ 44]4,81.2- %91’5650

Distritution &and M™ransMiISSA0R .cene- '1,123,322., : 858,'026.‘
CO:zine:cial. ceeecccenrsarecasarsneas 854,552, 904,520.
NeW SUSiNeSS eeeccocasreccncccnnens 114,003'-.' 109,560:
GEOTEL wnnemenmemcaamenonoeneans 1,005,007, 663,000,

Totﬂ O: .these seossavsrassne I‘Q’E,s:-,ggga sé,m,m .

The Compary hes recently shifted certain Iitems of expence hereto-
fore included in productiom %o distrivution. ir. Masser followed +This
new clessification. therwice his productionx expense as showxn iz the
table wonld have exceeled Mr. Speleers, while his distridbution expense
would not have shown the seme margin. of difference. '
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been used.

Dacific Lirsntine Cor o*-ation PEC.

Cozzoneing iz 1929 %he Coxpeny 223 been paying +o the DPacisic
Lighting Corporation, the owner oF cll of iis common stock, an annuel
fee of $120,000., o '::hic‘::.i .’;7,‘:80,000. was charged to the geas depariment
in the ﬁ'ee.:' 1929, end ¢ sﬁbs‘a&n‘aially similer zmount in 1930. Thais
charge is oliminated in ‘.:h§ ‘abova, teble from the opera;.t*'"' costs iz bota
yeors. 1. Da¥,the President of ke Compey, sou@a. to Jjustify tae
peymont of such fee largely upos the theory thet he folt ke need ot
advice in respeet %o major comnény policies a2nd wizhed o ve frec To
consult with officors of the Pacific Ligating Corporesion 2nd "i‘::s
:‘..egél" vaff in respect shereto. Ze aac consulted, ke testified,
chielly with C. 0. G. w“”e"- 2nd R. W, Willer, D0tk of whom were and
are &irectors zlso ol Los Asngelez Gas & ETlectric Co*m:e.tion-- A5 %0
services rendered by attoraeys o Pacific Lighting Cornor etdon, allow~
ances for iee;a;. expense amee.zﬁ.i:: consd de:aole erount in the operating
expenses s ed in Table I'r - Tne record does no..'...h_o-:.r that ony -gef-n
vices were rexnderel by ,-.?aci':ic Ligating Corpor&tion, és'-'clgimed‘,""éu;in@
This period in respect o :'inamins or iz *e.;pec‘.; “0 oOperation, nor |
Goes 1t show that the payment of the fee resul ec’.., 35 clcimed, i.:};‘ e
caving in gencral officers'_ salexies. Ixn Zaet, ik e Lfee was coinci&cn.
%h substentiel incree.ses" ir officess' selaries. 'T'he pay:nen* oz
such & fee to the aolc’.i..c, co*bo.._..ion :n...de for the :?1:

does noY .‘::Lnd ...u‘-_‘__c.gc * Jus.iﬁcatio“ ia % ~-ec'.o**& to w

incluzion in the operating exzencses of the Co pa__:r.

Return.

.;.abl Iz, -m. thout further codjustnments, izxc...c.g.‘!:eo %aat the

presentv raves nave been 2% 2 level to yield <he Comp&r..:,’ onx vae zverage




: . 10 |
for this period a.revuxn of 9.7 pexcent. T™is represents sn

 eerning level highor ‘than heretolore deemed roesonedle in respect TO

this or 40 otzer comparedble utilities.

T PARR IT
The compan.:y' shexrply challene;es thoe p:::o;;» "y o' vhe Comzmis-

- sion fixing raves uporn the dbasis heretoZore followed. _.svimtod,:o-
plecement cost Tether them investment, it insists, is whet it is enm-
titled %o ea:n/return upon- end by reproduction ¢oc nw estimates o2
value, witk large overheads, claims of walue Zox the cost ot "'ina.ncine;,
promoterst prolits sud going co:xcw-n, 2ll fabricatved about theoret ic.l
»econstruciion progren, it hes dbulilt upy ox 2sserted falir value, upox '::hich
even & very low returz would call for rates substantially in excess of

those now in el reet. No increase, however, 1= requesied.

2ete Base Claimed.

The rate 95:539. or wvelue thus erected aggrogates the somewhet
staggering flgure of $95,767,351. It is mede up &s Zollows, cppropriale
chenges veing mede in the form of exaibits 32 and 50 to illusirete the
various major items going %o comstituse the totel:

1. Orgam.zation zné Franchiszes (Ix. 32).... £ 3831,78l.
2. P“Od.uctiOn C&pif’-ﬂ. (m. Vz) cToeseaaes . 20 ’819 ,402.
Se G Diztridution Capitel (Ex- 32)....... 51,412,532,
Gener& L A B B O B B A W W A A A ] . LA N N W N ] 4,522,%5'
Cesh o*k:.ng Cepitel ... T eeeems  Zy008,850.
Materials and Supplies . 7 ceeeas 612,735,
CO"‘G Or wﬁmncinGF.’.t.- LA W W ) 5 921 470.
Pro...ote"'s' Remuneration. cecmcs 2. 500, 000.
Additions. cnd Betterments
ﬁO& 1930l...-.l0..-. m’ 50)------- 1’054-’255.
Golng Concern Veluve .... creees 9,228,667,

A.O't&l - = .'-gg ; E;;

Loss Locrued Deprecietion (EXe 32) eewe. . 3.470.326.

Ygsi 735_%: .

10, 1% 1s interesting vo noTe tiae effect on the rate of returz Tere:
The -CoxpmyTs claim as 0 overizead allowances recognized 4o the extens
of allowing.overheads of 11.25 percent. This, on the besis o2 Tedle
I.z., would mean an inereasse Iin rate base Tox 1930 of eypproximetely.
$2,7%0,000. and en increecse iz annuel depreciztion expense.of approx-

ely $50,000. The weighted average: return for +ho three yesar. period
world be. :-ed.ucod. 10 9.2 pexcent.
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Itens (2}, (3) z2nd (&) remrcsent the acscerted value of the physical
dlext (be'zroi;e'deductién for acerued deprociation) less additions and
betterments Zor 1930. It is interesting to ascertain upon the
Compeanyrs om dasis how much of this is Zor direct and indirect labor
and nateriel costs exclusive of so'-dalléd. overhead. :llom.n’ce*' The
Company in those figures included. ove .aead.. ot 24.27 Pox oent, apply:.ng
..hi... $0 land a3 well as ¢ vhe o.ruc"ur"’ m:ope:'ties: Inakinc d.ed.uction
for the itex o:‘.' overhead reduces thae total for theseu.:hree items from
¢~75 754,919, to {61,764,600. 4ddtag to she Siguze of 61,764, 640.
i“'em.; (5), (6) eme (9) gives £6S, '7':35,430‘ as the total cla.imc ..ep:"o- "

duct:.on.- cos‘.: of the p*opecr"y, ezclm.* ve of ove"-head... (excepv as some

ovemeads are in iv e 9), o*gan zetion expe..se a.nd. o*he'* 1ntan51blos «

amou.p.ting in the aggrega‘ce “.:o 3 4‘7?. 202., .3 "u.m equ»..l vhc.n

S0 percé;:.‘.: o {:he c.fl.gimed direct :eplaceme:.':: cost of the physical
property. Again, :’:éom vhe grend totel cleimed velue undeyreciq.m

£ $99,237,677. the Compeny deducts ut $3,470,326. for accrued and .,
realized dep:eciation, or less than Z percext, al‘.:noue;h vhe D ....‘..aal
plaxnt 'hes been ouilt up over & period of many years and e.lthmgh the
Corpany claims over one-..n“...rd. of this emount & en exaual contritution

0w 2 deprediat*on reserve. . seoa . .

¥

ill. Anoszer striking illusv .ration: oL Tae elfect Qf the Coxpany’s »
methods is found in a colloguy betweez Mr. Geillow, of the Commiscionts
staf?, and M. Luick, vhe Compeny's witness. 3y deducvions Lfrom both
. Iuick™s historical and reproductian cost appreisals for orgenize-
tion, land 'and overheads it was doveloped thet the difZeronce .betwoen
<he two beceuse of change in price lmtels wae epproximately $5,400,000.
Then follows:
- "Q. "Now thexn, if you will take your total-historical app:-aisal

.of $67,507,000 and dcduc:‘.: that Ifrox *the totel *ep*odnc vion eppreiseal

of §$85,484,000 I get a ¢illexence o... &pp*o.cme:tely ...18 000, OOO.

L. .That 1.., cozrect.

"Q. XNow, of that difference of $18,000,000. appcro.cima. ely -
n,,.5,4:00 000. has been zccounted Loxr as the di‘rerence 1n vae. pr:!.ce level
.0f the direct labo... aand the actuel ma.e*ialo B T

. ”A.- Ye v S

.and. later: ' , TR

- "Q,. ‘So That of thiz difference in the two zprraisals of zdout -
$18,000,000. , why, something over -- put it the other way: -- some-

thi..g less then Zive exd 2 helf ...illio:r. is ettridutedble to price -
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In adcﬁt*on sevual cost LS svinegtes

~

10 1hich reforence 2a: dec: mede in Pert tacre were ﬁade esl'"°t
o_,cpst.pn the curreﬁt poice level basis, voth undenrcciatved and
‘depreciated; 2z well as variocus o-cal;cd T¢producvion co** zew and
rep:odﬁcfion cosﬁ new less denreciation esvimates, the estimave,
varying v*dely in "csu;t ¢cco*c1~@ to tke nc:ticula..uusumpvion, upon
.uich gronnded or particu_c* met2ol or theory. employéd. ‘Teble IIT
is* tae mo*e impo ant oL tae-e, the valuetions being.as or
Dece be* 3L 1929 and cove*ing oaly the usuel capital accountu.
"" riul und supnlies, working cash,capital cnd various‘claimed}iﬁéan
glbles ere nqt included. CMé*enx ;,)F"*éca,.'1.‘<.=.w,~'T e#timétea_ﬁfoécedg@ upon
the a5;tmption thet the n*oﬁer*y was put togelhrer histo _cally ﬁutwthaf |
.du:ing‘it- ire Life prices rad occ vhoze row cur*e“ né .ha“ uc“uul
cést, VithtvﬁLo adju.* cut Zox cncngc in p‘;cc level. va, “cagonoble

ord promer mee.su:'e O..'? veliuc. P.e*o:‘oduct*o new ,c..,.i_.e.vc:. wen'v U.'}O"" ta

»neowy shet vulue cax bez zeasured by tneoret icaaxy :eprouucixg

1

The proyo:ty under au 232 cconstrucvion v*ocrcm- Somc of.the

fte nees "”ica gppeer in vhese e 1maxe- are cue <0 & “elauively

small dif:c*encc in thc vulue pleced upon _und. Otaer- are cznlainao

bJ mino* d_ e"ence, i p:actice iz ep 'Iying ce,._ ”he lerge dillez-
enceg, ‘hot eve_, nd ahei. crp;anav*o* xn The v *yin° asuump 1onu und
tne *e*u yrod waich ‘o ilow t;e-e -y ney are *e,locuea in ove*nead al¢cv—
ances,:e-* moted di”icu y _acuo* costs cnd U ne like. "he wi&e ;?-'-
variances in acexrued’ dev*eciat:on figures pipd nd‘*hei- explen at:on in tre
v *; theories oz -assumpt fons upon '.J_éh'bq;qd gﬁ&}”f' | ‘
&uu f-ow. Luziously enoughk, vhe ‘effact of ¢ a:gé
“one,or tn§ least importent f;cuo*u contxs op?i;q,:o‘haﬁy”_-‘
Ranooren . ,
levels and epproxizetely twelve znd ¢ hal' million I ¢, ato:iou eole ©o
these difficulties thaz sre finherent inm o cn*oauc n on’a -wnoleua_e

seele? (A. .Zxactly. Tie cost of :eco_SV*uctin@ e p*ope_uy as
Jeavery Ly, 1930, asvagginst the hictorical eb*oduo*ion covt e

. )
va

-
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expressed, the extreme renge of tze eflect given o thls running ‘f::'om'
$3,086¢,000. to $5,900,000., or, expressed in percentage o aetial his~
torical cost, Lfrom 5.6 percent %o 10.6 percent. Evez this range is
les ened. v:hen certair fectors sppearing perleps in one esvimate axnd not
{n erother sre teken into account.

TLEIE IIT

PLRPT:I, TASULATION OF VALUATION
Z2STNATES

veluerion =5 07 decexber 5L, 1929
: DaenTeciated
SITKNg 7und - SLTeigit 1ise
-Undep*ecia ted- Besis s Besis

Historical Cost - fetuel,
lené at xresent velue, $58,687,185.% _— -

Hlstorical Revpro-dnction

Cost -~ Estinete, land at

presext velue, overheads

&8s chexrged (Dulour}.... 52,399,353

Elstor 1cal ,Rep:odnctior.

Cost = Estixate, lexnd &t
present valuve, ove-hea.d...-
at lLl.25% (juiou:-)....

Historical Reproduc t1on

Cost ~ Estimate, land &T

premt value, overhesds

O.i. l&.W (Ln&ck) saven 63’43.3,246.

Current Txrice Level -:?:"'...ces
gs of Twne 15,1830, bt ex-
cluding Difficulty Fecbor,
ovezheeds on basis charged, ‘ _
(mrour - Heke).. 63,212,22L. 255,437 ,354. $47,866,067.

Szxze as 9, Reprod.x.cing
..,o-c&..led. m:ough* Iroz. Pipe
(m::ou:- Tehe).. 61,668,210.  54,356,546. 47,170,861.

Reprod:.ct* on, c<> t New, over- ‘

heads 02 24.27%  (Twick}...77,586,700. T4, 516,374

Reproductiox cost Yex - ?ou::

Yeaxr Average Pricing %r_o&, |

22.32¢ overheeds, S | | :
(Trufor - '*ré._.",... '3 637,542. 64,1792,071. . S5S5,676,886.

Sexe as &, ok :-ep::odn.c ng.
so-called "‘*ough Iron Pipe
with Steel Pipe, ‘ _
(Dufous - Teke)...7L,805,296. 62,896,499, A 852 3'78. '
%y, Dufour in his exhibit hed s &t $58,578,773.
K ~net 50 Restore Besis..
Horce I*.,m.. 2, 3, 5, § & aad & contain nor.-opora*:!.ve
I.end. in the mﬂzz.n‘. ot £192,203.




- Taere is one other esiimaitc o0f value 4o Thich relfercace

msy o¢ madc. 'In the rete case sffecting this COmpany, waich cul~

nminated in the decision ard order reéported in ‘32 C.2.C. 379, r.

R. U. Pt t;ng, Tak u_t*on IZxgineer o the Compeny estimated tac
rep:oduc.*on new velue of the Coxpomy's ges PIOPESVY 25 O Januery
1, 1928 %o be {64,363,650. This ¢stimete for Jemuery 1, 1928 is

comparavle vo M. Lui c£f~ es imaue Zox Decombe* 3L, 1928 ot

$77,586,700. 4dditions end vetterments s &uzing 1928 and 1929 did

not exceed $2,750,000. in round figures.

Results suck as herevolore indicetved and 2s expres ed in

the table necessorily draw into question the sowndness of th Mevhod.,

thcories Casgurptions leeling upvto then. t 41z one thing Yo

ttempt in o sexme axnd ressonchle woy Lo0.'6stimste end give erfect to

Cchenges in prices. It is quite cnother metter, beceuse there iz a

change in price levels %o devizé end utilize Zox mmules cnd methods

for messuring its effect, weich result 4in velues ond cladms of veluo

far in excesc of whed the property would have cost 4 current pmices

hed preveiled during its eatire life.
S Excen* Tor realized depreciztion, "reasonsble cost,” as

5618 DY She court in YeCerdle v. Irndicranolis Weter Co., 272 U 400,

mis good evidence or'f*,valué at ‘he tixme o2 the const:uc 1on. ana

.‘such actq*l cos% will coatizue Telizly well to measure the amount to

bdiaﬁtzibuted to the physicel elemeats of the pronerty so long &s

.he*e 1- no change 4a’ ne ‘level of avpl’cab;e jobo ceu

Peﬁula o*y oodﬁe,,'“ucﬂ ez’

/%o deal Wi 13 cetue

cost nay be de“e_“-ned w\th_ egrec o2 precision; =né'the el ect

_upon Such ectual cost of the simple ax singlc assum.tion that cu::ent

prices preveiléd duzin :he 1ifo of tne : zay Likews e be




Cetermined with 2 definiteness sufficient for the purpozes of messur-
izg the ¢elfect of highexr price levels. COét with adjuctments for
chenges in price level and allowance for realized depreciction should

be and is, for the puﬁposes of vhis pexv, teken 2o o dondinaxnt consilera-
‘.:ién iz exrriving at a current _value' o toe property here involved. It ¢
15 deemed e much simpler, sefer and more dependable guide Lhaw
esvinates based upon rebdbuilding the property ‘unde:: e hypothetical co:;- '
struction prograz. under corditiomsz whickh do 20% and could not reason-— .
ably exist and with far-fetehed assumptions which meke possibdle zlmost

eny result desired by thelr designer.

Golrng Coxncerz Value.

Tke Company cledms. $9,228,667. as goling concern value, based

. . 12
lgrgely upon vhe testimony of Col. Lltexz S, Millex. This elaim is

assqgie.ted. with the Companyrs reproduction new wsluatior and 1s. bullt
up oa theories and methods snalogous to hose employed in respect to
the s’cmcturaf’up:o.pe:‘aies. Just es vhese theories zad methods lead :';:
o e:ct:e;n.e Tesulis v:he:ﬁ cpplied %o plant, vhey lead o this J.z.":ge,
2igure when 1t is sought to meesure the cost of atieching the business
under & theoreticel :econstr;xction prosraﬁ. Tader the metholds exploy-
ed by Col. Millex the results vary widely a‘cco::ding‘ %o the assumpiions
respecting this progrem.  Iadeel, A mé.y 26 sailld that by altering the
assuxpvions, p&‘cicula::l those &2 %0 +vhe rate zt vhich brsinecs is
att:e.ched., elzost any Cesired result ey be obtealiaed. A cereful -
ciﬁal#s:.s ot COEL- Miller*s exhibit and Tvesiimony mekes A Paoin tha‘t in
h:.s tétal figure thero 15 comtained 2 very subsvantisl sux on ac;coun‘é
ot assumed eerly losses. |

Tere going concern to be treated &s a&an indepeadent Iltex of

value, 1t should be mezsured with due regexd to actualities ratkher Then

2. Estimeates snc cieixzs of going concerx value of the Coxpany heve
steedily grown in cmount. In 1916 and 1917 the clelim’znd estimmie
was $1,000,000. (13 C.R.C. 724). Iz 1926 the cleadnm had increased ™o
£5,000,000. (29 C.2.C. 1635). %. _




/

wpon Wheories ead assumptions Sich o empleyed by Col. Niller. ang 1t 7
wonlé .ecm that whet 1t diu cos* 'c i= "c:o*‘pany + ach it.., business

is & for more reliable guide thaz en estizate of -.vha* it might cqs“.‘. =
under & theoreticel. reconstruction program. Iy the presdi-ibed. account~
ing rules &1l cos sts :an" donv o a.‘ctach_ne; business &re *eqc.ired. '::'o‘rind'
lodgrent in Now Business EZxpense. COle .d.lle::'.s posit;‘.on in es onég

£s an at tack upon “he classificetion or New. Bu..,...ne.,... mTxpense &s a2
ope,.e.ting iten, 2is lizne of reasoning inferring thet tiis ~ezpe'nse

should heve beem edded to cepital yeer by year.  Were e dusiness ex
pense. to ‘be 2dled %o capivel the corollexy would be its elimination

frox opereting expense. Xo very spprocieble charge iz .result would
Lollow from cllowing & ressonsble sxount m >zte base Lo :'epc:ese' £

cost of attacking the bdusiness (following 1 z:gely Col. Millaxts thecry
but redmeing theory o sctuelity) ezd et the seme time ‘iisellowing New
Business mpez‘xse in operati ' -

It is true thet Col. Miller includes iz his totel figwe

-$506,788. es rcost o orgenizing property mad '-pe::sdnhei" bud he does”
‘pot attempt o explainm how this ‘fgire is arrived at. The actuel
cost of ‘building up the perconnel end organizing the property has of-

Lo. - Hgxd new ousiness expense odeex accouvated Lor &s & capital fter
cap:!.ta.l would heve been eugmented in round figures by tke sum o .
$1,358,000.. during the period 1913 to 1928, inclusive, or ¥ The Tate
oL ’5.4.... ner independent sctive me‘.:e L% the closze of 3.929 the
coxpeny had 346,000 meters, which ‘ah" everage cost would rerpresent
m round *‘1@11..33 & votal cost of .,...,8'25 00Q. New businesc expense .
&3 incurred -anged. foom $109,000. .40 $114;000.: & yeax ‘m.recent‘,years.'l

” -
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course,‘,‘ under accownting procedure and Coxmission prectice, been in-;
cluded in eurment operating expense, exnd if viewed in the light of
capitel expenditure, Just &s in the case of. the cost of attaching thre
buainess, has been teker care of 2ud in ellect. e:mort;ized Yooz by yeax
as incurred. .

Substence rather then form is 0. .de comsidered. SO ;vie':.'ed
this Commission does allow ..c:: the so-called intanzidle c,o:.:as concerz

velue. by treating 1ts cost &s & cuwrrent operating oxpelnse.

Cost of Financing a.nd ?romote*s' P-o_....s.

‘ 'Eb.ese 1“tensihle i*m... &.. claﬁ....ad. oy The C:ompany e re-

*

Jec.'ced. a... vOO hy‘pOthevice.s. and fe.r. -'emoved. :.‘::'om ac.*'ual "y to p*-ope:rly

"'ind. .x.odgmen‘t 1:: 2 rate 'm.se. ::he s of \/xls 734.. 13 incluc‘..ed. 1:: ‘

the hi..,to 1oe.i ‘ate ‘ase ro- orgenizatics.  The unllf sys.em 02
accoun.t., m-ovides taat thez:e ﬂ*ou.lc’. be e“te::ed. under tihis heed, in
...d.d.itiou to "'e.cs p d. Lor 1::co poration., "all o"nce «..:ld othe:l 35:-
.penditnres incid;cn.. to organ....zing the co*po tion oz 6‘:'1;(::"'0:1‘.:'6@:'1.{;@
.a.nc’. pu‘t: ing 11: in readi..ess '::o éo busl ne.,s. o ’rhis‘ inciudgs'.?é,ost of
.p"epa.:'ins a.nd. d__tributing pro...nec.u.,ea, cost of solici"ing b

..cripuions o:r: svoc:c, ca..b. ’ees p_:!.d. '] promote:'s c.nc‘.. the e.c"ual ‘cash

t ¢ - EY

“ - . . N




velve at the-time of orgexization of securities peid o promoters ZoT
thelr services #** specizl counsel Zfees *¥k¥kkkx. pYeq costs incident

to xonok negotviation and 1 me 02 stock MkMNKkNMe
" Lllowence 2ox orgenization irn the cu —~ent price level zppraise-
ment was not steppred up. It should be raised somewhat to adeq_uately

care 20T poszible highem costs becemse of the curment Level of rices." )

.&corue d. Dep'"eciati on.

'I!h.e cmount of the acerued depreciation in <he propexty i=

. | , 14
greetly in excess of . Luick's figure ol §£3,470,326. I% is not

lesc taen $7,650,000. The Tecord cleerly shows that this Tesuls,

which was testificd to by.Xr. -Hehe, was errived at only‘arte: &’ ex=-

14, The cepreciation Teserve on Deccmber on, 4929 was $9,350 689.,
s shown.by .the Companyts dooks . (funcluding 72.5 be*cen‘c o-" ‘cne Genexrel
Cepitel Reserve).

M. ILuickts views ‘on acc:ued. depreciation are illusirated by his
..es'cimony *espec ting depreciation in distridus 1oz: rsins end eutomotiles.
As.%0 .the Tormer, his exnibit ¥o. 35 shows that ho made no deluction on
over 86 pexcent of the steel-wrought izTon main... .The recoxd shows these
zeins to have beer iz senvice & considersbletime sad furiher that
thore actually existed & nhy.,ical deterioration.

. The auvonotive equinment of the Company is not new as showa 'b;v'
the pricod izventory 2néd es indicated by ke Compeny*s deprecia'tion
Teserve of over 90 pexcent of the book ¢costs. Mr. Luickrs theory of
texing an old odel T Ford, for exemple, znd by the. expeaditure of
reletively smell amounts :or +ires, ‘peinting ard’ general ovcrh.aul, oeking

the equivalent ix wvelue of & new ¢a&r -~ even Irom the poiut of view

ol szexvice aloze, is contrary vo kowma Tacts and c¢omditions. Iz this
perticuler instance it was dcemed to ve the egusl of a new Model 4 Ford,
for the Company used tho sudstitute thaeory iz yricing these old cars.
It iz sppearent thet the epplication of Mr. ILuick's service theery
(called by kim cost to restore “heccy) 0% depreciation gives resulte
which cannotv bYe accedted.
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ceedingly careful and deteailed study involving a physical iix.spection '
' of the property and snalysis of Compeny records. Ix the tremslation

of the results of thaese physical Iizspections and e.nalysis L past

\

pe orm&nce the *oco*d Da=ther shows vhat the preseant cge, the expected

m*ure lire, the present operating costs in respect o minten&me,

the 3&%rest end depreciation expense W kvep these properties iz

-

7 .
service and othexr Lagltors were all considered.

Fair Value. -

' Subject o dedncuion Lor-zcerued and realized depreciation
iz a “L.n ot anproximatoz.y $7,650,000., thci Tair value oL the p:oMy
he*o involved as & goin.g *ope*ty with bus...u cs a'::tc.ched, Zivirg
mll elfect vo the cu:-:en level of n..ico*- md allow‘.nc, ""o* any in-
ta.ngiblc elec:non‘.:s of value nct ully ca..ed "o.. in €tre u...ual cn& |
current operating oxpense allowences tut exclud._ng wezions. bm.lt up
claim... or value incicdent To 2 *e*o*odnctio:r. of the p*onerty unde:'_ an
| a.scumd. ::econsvructiozx; “og::a... as 0o unce::tain azd’ bspotne ic.al r”
enter into a rate base figure, A& no‘.: :o b.c yeex 1928 us:i.ng ro’and.
zigures, ‘ezo,eed $62,500,000., 2 foT the yees 1028 $64 ooo,ooo., =

-

Zor the year 1330 des 2ot exceed $65,500,000., which "'igu-es, for AT

the purpo-ee'“ereor, are spokex: of as rete bese. ‘me’e r* gn.::e., _n-

clude th.e e....l '.':azce... :ro* aad_ t‘orzs e.nf. be"ter—" ..s, .worz..ng c'a.pitel

and 'ma*e Tials a.nd sunpliev coxx spo,..d ::.s; to *hose» includ.ad 1::. \.he

rate. bases ae‘r: ou.t in: 'I,'a.ble Iz | _
” : .sltb.ougb. dcmeciatf.on is trus t eeted &s & ded' ‘.:.’:.'ole j.tem
to '":rive at air ve.lue, operatir.g "-esul unde**the ,.o»-oa... ed f’air :

value theo*-y may beso 1_lue'c-a vel by usin,b unuep*ecia.oa. _ci_
value (if such ex expressicz de pemitted) in meking en ope:m.ivo set-

Lo IT is interestui 0 note taat Mr. aehe's estizate o acerued
d.epreciation i3 less than that nmade in 1926 by Mr. Messer, Vice-

eslident of the Compeny and in cha...ge oL Gas Operations. 'f*esoitvf.n(,
;.or the Company thexn, he expressed tae opinion that the condivion
percent of the depreciable p::one*-ty wes slightly lecs than 86 percens,
*he acexued depreciation being ,»9 75,688, ,

~Z0-




up compa...a.ble with that con..a.md in mble II. Should 3 dep*eciated
sete oe.se (:ts..... va ue) Ye u.;,ee. tae deproc:!.a-ion. anavity ou...d. he:ve
to be computed only o= the oxpected 1ifc of the property and wou..d
be more than an e.n.nui"y compuued. ox ..he besis of ege pz.u.., expecved |
life. Iz brief, waile +the dbase uwyon 'v...ich vhe return would be "13!::6&
vld ve ...ess, the é.ep'*ec.‘.a lon an._ui"y v‘onld be g::ea.ter. The lower
uhe con&ition porcent of tke physic..l pc:'oper‘.:y the higher is the
dgpreciation canuity expense. Indeed under the foxm oﬁ’ operutive cot-
ups, with the me‘ahod o depreciatiox expense accounting customexrily
used, .aad used here 1‘6: the purpose of this pext, the smount &f the.
“accrued depreciation 1s of ‘:he_o:étical rather then sesusl Ixportence. '
The only figure ir dtixq record fox depreciatiox esnnuiv vy ezpense wickh
could be used with o derreciated vese oz, fair velue is thet of Mr.
luick of ,.,.'1.,300,000., end 1% is ve*y doub‘":‘:z.l 12 Che vze o2 . this
Zigure wouLd indicate a fair or repres en..ative *esu.lt..l.s - Tkere is
in ,'t:ll'.ge',:ec'ord., well supporited, estimztes o dep:ecie.tion, ity waich

hermorize with an undepreciated dase and the.use of which witk.such,

& bese vrill.g_!.ve‘ g, correct, indication of operative results, and returz.

o;}e*ative ?e«ul".:s on Fair Velue Sasis.

Teble IV indic etes ope::-auive ‘resuits for 1828, 1.929 cna 1930,
boing cémpa'rb.blc"" %o Tedle II. =Revenue is ‘.:he seme in esch as is also
dpei'&ting expense, e:éée'o* as adjusted %o conro*m o the- hie,her bases
as in tb.e case par*iculwly i1 respect to the dep*ecia *ion enmuivy.
The xrete oe..:.es there indicated exre uhose _our.d a.bove a.nd. 1ike "he ’

beses in Teble II do not "e:lec eny dec.ucvion :t'or acc'med depreciation.

L6 Toe use of tais c.ep:ecn.a..ion. expense osiimxte iz lieu of that
employed in Teble ‘*T, infrea, and o dopreclated base in liew of ¢

wadepreciased base, shows & retura .fo* 1930 of 9.6 peroen... a... com-
pered with thet of .8 yercent shown An ‘the Teble. .

. »
. . . ¥ . -~ . ¥
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TABLE 1V

ADJUSTED OPERATING RESULTS OF GAS DEPARTUENT
205 ANGELES GAS AND ZLECTRIC COBPORATLON
TOR THZ YOARS 1928, 1920 AND LI30e

TATR VALUZ BASIS,

1930 ..

‘1828 1929 (Est.)
Opereting Revenue,  $14,959,000.  $15,989,000.  $16,415,000.

Operating Expenses: ’ ' C
Production, $ 4,597,000. ¢ 4,617,000s § 4,612,000.
Trensnission, ' " 1,000, 6,000. -
Distridution, 847,000, . 780,000, 1,123,000
Commerecieal, 829,000, 889,000. £8%,000,
New Business, 112,000. 110,000. 134,000,
General, ) - 70),000. 720,000. 1,005,000,

Depreciation, 1,026,000.. 1,049,000, 1,072,000,
Texes, . ' 1,515,000, 1,606,000, 1,637,000,
Uncollectidle Bills, 130,000, 180,000, 182,000,
7 Sub-Total, m.—_mm

Total Operating Cherges, $ $,758,000. & 9,957,000.  $10,630,000.
A 3 an
v Y

Net for Returz, 5,201,000, 6,032,000, a-s;vss,ooo;
Rate Base, ' 362,500,000, £64,000,000. $65;sop,obo;
Rate of Return, . 8.3 9 A% . 8.8%
Welighted Lverage .Return

for S=-yeer periocd,




P;..&»-b :II

It is cpperent Irom the resulis indicacted in Pexts I and

I Tkat the ratez of the Company szould de lowered zzd thisz presents

-

o guestions:

L. By wzatv emount szould tae reveate ond rates be

reduced?
2. Wkt form of reavtes should be Iixed o sccomplich
thois reduct cn?

Lmounv orf Reduetion.

4 cexreful conuideratioz.o’ “Yhe presexnt carngnb pogi*ion oﬁ_
the Compeny, as indicated by Tebles II aad IV, gnd of ekl other
pertizent rabto;s, some o* waich areisuﬁ?cqudntly d;scu#sed;'leadz; |
to the conclusion thet retes showld be fixed whaich iz the future w11l .
lower tne,Com@any's domeztic axnd com;ercgal gas revenue?by~appéo:hj-

imetely .S perceant. - - . o R

K
.

, ‘Such.a‘reéuction‘will have“certain erfects up&n plet "”oun*
2 texes which the Company will de cslled upon %0 ~.cc:"tu:z,c:x:x:':“ca::

%o the Federal tex emd in the exsuing veer as o’ the Stete tex.’
Triz is 1ilu;ﬁ:atéd~bj +ne Zollowing meble 7, walek cormesponds with
Pebles IT end IT excenpt taat it assumes wotes were in eZfect diring
' 928, lgéé end 1950 yiolding dozectiqiand'cdmxcrcial

axn tae yie;d o vae prosext rates. The Table
ot ‘ho COHn_ny wder ‘sueck &

reduction.”




. TAFES N0 V.

AWUSTED OPR.RATBI) ESUL‘I‘S l'OR 0AS DEPARMNRNT 0? LOS ANGAXS G\S & XLEOTRIQ OQIPDR\"IOH
):___28»1930 ON BOTH_RISTORIGAL OOST BASIS AND YAIR VALUE BASIS ASSLMING 9% RRDUCTTION
_ 1] DOMISTI O AND OC&'MEROIAL REYH\'UE

-
-,

1 9_2 R )
Fal1 Yelue
L Basis

X030 Hste .0
Historioal 1t YXaix Yalde .}
"Basls } Bosls - -

4 - Y .
——- -

219209 1.
Historical 1
.. Basls }

Fair VYalue

b N
L . ...\ tistorical 3
L - ‘ Basis t

} Basisg }

513,639,000, ° $14,626,000, 315,003,000,

Opoxating Reveme,

Sromting Expnsest’
Produgtion,
Transni ssfon
Distribution,
Cormorolal
Row Businoss,

i Goneral 1

S‘lb""\)t(’l,

Depmoiation,

Texos,

Unoolleotibles,
Sub-Totel, _
Total Opoxating Ché‘rg,es.
Hot for Roeturn,

Rate Bago,

Rate of Return,

$13,669,000,

4,697, 0001

)} '000.' :

847 0'0‘0.
829,000,
112,000,
701,0004

4 59?'0000
1;000,
84? 0004
£291000,
112,000,

791,000, -

4 617!0000
0,000¢,
780'000,
889,000,
720]“)’0(

s]_.4'626'0000

"4 61'2,000.
,000'
260,000,
110,000,
720 LOOO

7,087,000,

7,087,000

43,_123 0004

7.1821000_’

4,012,000.

1 |123!000|
£85,0004
114 p000,

.0001000.

316,003,000,

4' 618,000'

1,123 ,000,
885,000,
114,000,

1,005,0004

7,750,000s

943.«}0 t'

130 OOOa

2,444,000,

,026;000.
l 3’62.0@’
130,000,

2,610,000,

1 '383’000,
180,000¢ _

-—---—-o

"2.529;000.

1,573,000.

180,000,
8,602,000,

000 000|
1,404,000
182,000,

7 ._7321000 '

1,072,000,

1 395,000.
.. 182,000,

2,676,000,

__91531,000s 9,005,000y 9,651,000
$44064,000,

9,724,000, _

10 .31 5.000 L]

2,640,000,

10,383,000,

#4;9?51000c

%4_, 902.0001

_$4,688,000,

§5,616J'000‘L__

———

__$4,188,0004

'?ca%

$62500,0004

6;5%

$60,226 ,000,

8544

$64,000 '030.

274

$60) 704,000,
s

$65|500.000| :

7.0%

B o

L ® 3T

Welghted Avorags rotuva for throo-yosr poricd - Historical Basis
Hoelghted Average 1otuin for threc-year period - Fair Value Basis

———r

¥

c"i
F
A

o~

7.8%
7%
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The various operating seiups (Tebles II, IV aad V) heve
not been: teken or used &as.e sole criverion ox ‘e;uido'in dqté:;niir.ing
the easrmings and reates which iz the future Will be just and reason-
abie. -Cer:.:ain >esults t’;xe:ev indic;a.zed”. cleg&:ly e subjéc‘.: %0
qualification, and there ave other factors that have been teken 1nto

consideration in reaching a cozmclusion. - :

.
h

19281930 Operatins Desul<s.

ke operéting sesults inLcated. in these J.ables are not

entirely repres eatevive. It will Ye obse-ved ':rom b5 e J.e.ble* tha*

normel temperature :evenue izcreese for 1928 over 1928 was nea...]y

4wice the 1nerease estimated for 1930-over-1929. Investment vor

2air’ value- increase, 23 the ‘case may be, “was zbout the sm i’ the

o) yeau:s. Yet it will be observed that "he gene*e.‘.l. opera.ting %~
Jpens e., in, 1929 ineressed over those o" 1928 vy less than ,,50 OOO., el-
thoug:. more neturel ges wes w...cha..ed iz he latte.' year, wb.il'e in 1950,

w -t

with a les: c* co esnoming inc*e...se in vhi... tem of e:ncn.,e, une‘:e ds
en estimeted izcrease in vwotel expense ol over -600 000. S:he_ye:::.ﬂ
1928 as. *.:owope:.*a.t%ng_lgngz}';.g waz sone'mat 9_15. o... line oec suse the |
C’o;npany was in the transition pe::iod r:bm vhe ....e:.-vice o.. e ;:ixe‘d. ges %o
a st?aight neterel gas. 1929 was a mOTe no::m.l year. Ihe ..he.rp in-
erease in exp?nseu-e.suc**inatedr for 1930 iz {a pex explainable. There

ere included im the Zigures-used ce*'ta..n .a.a:.ge 1*e:::... of & .,onew:w.u

Tausual m&'non-—*ecxm**.n.g-mv-m “.le'g 867. in gene*al expczse is tor

the cost of ..ppraisa.. axd *egu...a..o*y comi sion e::nen;.a. me ave_ae,
a.nnm.l cos'c "o* trese i texms *or 192 o 1900, _nc_usive, _m., ..,.40 S0C.

\,.1.59 67, exceeds by more ..iua 50 perce‘... The expen..e o the Compeny for
nese i‘.:em.. 17 ar.y ye in 1te hi ‘:;5“&: ‘Ii' ..ne ,pa.st..;experience of.-tke |

Lo . R : . '
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company means anysh i% 1z over $100,000. 4in ezcess of whst may o

expected in the future. {139,320, 1z 2ncluded for legel expense, within
which is what iz claimed ©o be the ges deperimentTs saare of the expensze
of & pending litigation, in which the City ol Los Ange? 10s secks to en—
50..:Lftne Compmy Lrom condueting & power business as diatinguished.
from 2 lighting busi:zes;% under the franchise extended it by Sec. 19
of Art. IT of +he Comstitut ion'prrioi' to its emendment in 1911. It is
..,...er‘ced that i the City :L..» stecessiul iz this the determination v:.....l
a.pply o the r..ght 9 tae (:onpany to oyea':ate 2 g2s bu...ines., e::cept rcr"
- 41lumineting purposes. It is mot clear that Yhis expense will. con:t:...nue,
nor i,s iv at el cleexr taa.u the ...ocution. o; mch e lerge popo*t
of 1t to the ges depa*:‘smen.. can 'oe Justiied. Ge era... lega.l expe
‘"o*- the period 1936 to 1929, :I....clu...iv:e, wes .,30 600. a ye

;.ge.in, as indicuted. in "ootr.o.e xo. 9, ..he COmpany estmtes
expenses for the ye..:: 1.930 oz 2 :m.‘c:’h Te libe'ﬂal basis than thet
adopted by the enginee- of tb.e c:omi....ion. I—- o*ie,., tb.e exyerses
1nd:!.ca. ed. in these table Zoxr 1930 ca_.r.o* e ta.zcen, without qua...:f.*’ice.-
tion, &s a. guid.o %0 wzet e*pen.ses in uh@ *'n"u...'-e will de.

Fe.oto::s 1 Pfecting Rese Basé-.

‘The Teir Telue. '-ate base Tigures axe subject 0 soxme adverse
effect by factors which have not been taken- into sccount in w*’v’@?
at them and which ae not easily susceptidle %o *dmea....u*e ment -4
dollars snd cexts but waleh should be adver ~ted to as ent led'to' con-
sideration with the 'm:.:iy"oth'er‘ LTactors le'a.ding'to <he coneclusions
reachod as 0 the’'reasonsble earning basis Lor the future.
'The evidence corvincingly axd setisfactorily esteblishes
vhe 'existence of armatursl gas supply zdecuate Zox ye‘:é:rs?‘.:o" come. Thiz
wesents & serious question as how the extificial gas plants oz 'tbev

Company should be trected. .[Lre they sll necessery as & standdy oT
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would & pert of thom be adequate Zor this purpose?  Tnder the dasis
o Tixing rates heretolere ~ollowed °y the comission, ':.'hich 'esé,entiélly

is %o p'*ovﬁ.de fair Teturn on mozey p::v.der.‘.:ly inve.,ted, 1z any P&l‘v oi'

these were elimina ..ed &s ope:-auive b*opw:'(:y it woudd - ...o.g.lov that p*o-
Tisiox would be nede Lo the mo:tizauion. oL the money’ ..nvested. :'..n *'hem.
In Pext I sone con...id.e:e.....on. was given %o the metter of these plant...

énd ~he conclus ion reeched tzat the evidence under all of the circume
stances @id mot Justify their retirement and emoztizeation et this tizme.
A &ifferent situstion is lpresen" eci "’hé he conpany demand... e. "'etu:'r. ox
tae p:'e»sént Ladx value of its xoperty, Zor the ..or.a'ma.. doub ':nl seed
of all of these piants does have an apmecia‘o.ge adve e boarinb Lpon
“heir falxie, 23 fincluded iz the r..te base *igure*' 1n. '"e.bleo IV and 'V'.lv'
The cor.roecny cla..m... thet prioxr o 1513 = cons :Lderable amoun"
of pure wrought iron mein wes instelled. s..nce 1913 it ha.., u..ed. "::eel
miﬁs- Iz the ﬁgu:e:. in Tables IV @md T are inc luded %he co t of .all
of the cleimed wrought izon meins et curreat prices. n&d. an eqnivalen"
exount of sveel mains ,begn included at wresent p....ceé. ‘ahez ;igu*e.., v:ould
be epproximately §1,500,000 less and the ammusl depreciabion emsuity
would, be decTeased by $25,000, iz round figures. The evidence 13 not

at ell coxnvineing as v0 the amoumat of pure wrought iroz moin iz the

L7. .The CLTty's nresentation was based upon wae eliminpetion of all of
the plants. Some of the property included is now used in the distri~
bution of raturel ges. The record does 20t conbein satizlactory
:rigczres m&ica‘cive of the effect of eliminmting the oldex plants,
pambers 1 and 2. However, the effect of their elimination . meay be
...ppro.cimted. .me Zeir velue Ligure here used would be reduced by
from.§$2,750,000 %0 £3,250,000. Operating expense would be reduced
from. #100 000 to ,,3.25 000 & yeer. TYery roz::ghly, if sucz eliminations

- were made %he vomzfany'a return &s ladiceted in Teblesr IV would de. higher
by around one-he.l.r of one percent. - .




sy.:‘cem, a0z 45 4T at 2l) cleear that wrought iron, elthough muck

rore costly vhe.n. steel, has eny rexl Exxperio:i.‘.:y.

I...*"gat:!.on is iz pr:os':e"" "":!'eotinb *he electri ,:'ra.ﬁchisé
of the Company iz Tos A.mse..e the City boving atieciked its right
wader gb.e so~called constitutionel ‘;'*anch:'.-m, 50 izse the pudlie zireotz
Zor the distribution of electric enex »gy for purposes other then iig_hting "
As cleized by +the 00my in its. 3::'. 50 "watle the action‘ ia S_ues{:r.on
:Lz:woives only the service of electric ecexgy, it ‘s on.';.y measonadle that
the éas dapa.":"amen‘: szould zustein its sroporticn of the oxpoase of this

li‘tigation., since its --ancai..o »ioht 15 derived froxm the S&mo cons

..;t:i"utioml _rovision.”  Thls situetion would tend %o zininize ey
..ntangible velues fncluded in the figures used in Tedble IT.

+ o

Cost of Moner.: .

P

- The present actuxl ma.l cost o “he Compeny for its bqnd.
‘and preferTed stock mozey is 6.17 percexnt.. Zowever,. Just 2s the
‘assumption thet the Companyts property was comsirTucted et prices now
cu:'*ent increases the actuel cost Tigure, o & gimilax aswption.
that ’che Compeny was finenced .oz tke desis of current money cost or
‘--vaJ.ue‘would.' reduce the figure of 6.17 percent £o 5.46 percen‘;.:. I
the cOmpeny iz %o der lve ..he edvansage due 0o .economic cha.n,ges v'hich
raise ..he value of it, propexsty over ilts actual co..,'t: it ohould at .he
'sfane‘ time in fairness expect to suffer any de u:i:nent due o econor:.ic

(chla‘.nge;s which may lessed the cost or earnirg ab:.‘: :r or ww:ama;w;'.

‘,Bn...ina Denressioz.

'ﬁ':.'ne,'p:esent‘bﬁsiﬁe s &epressicx u..que 1onably has had. an "
-adverse effect upon the Company’s growilz end revenue. I i* re‘lected
in vevemue figures Zor 1928 end 1930. ' For the year 1930, as he eto~
';fé‘;:e :éoin‘.:ed out, vhe various revenue Iigures usod. ave those o"' m.-.
Meszer based upon‘c'.c‘a_ual sales Lor the Iirst fLive ...on’ch.. or the yeaxr
and estimated seles Zox th :em:.nin.g wonths, +the ac*uJ. Sule-‘.'?, how-—

a-




ever, having been hero adjusted to *-e:'lec 2ormal tex pe“e."u.e.,.

Since tze submission of this cese the monthly “epo"'t° & the compeny
£iled with the Commission show the ectusl seles for three additionsl
morths. Not oznly do sales show o slight :alli#g o022 frox those esti-
mated for these xonths, but these moxithly reports also show & lésse::
growth in new meters then was estimated. There is nothing in these re-
po:éts- or in the recoxrd to indicate that on a normal vemperature besic
tke COmpe.:xy'; dusiness is not growing. The record, however, does
indicete trat its rate ‘o::' increase or gro-'rt:h hes been 'oérceptibly slowed
up. The situation here dve*ted. to cells ZTor and has received. cererul |
co:uaider ion as ...hov:* g thav "h Tevexue estimetes used Lor 1930 ...'ay
not be enti*ely ‘ep:esente.vive » Just as the greaily ...c*ea.sed ope*a. ting

expense r“gu..e" u..-ed > the yeer 2re 10t entizely *'ep:c..en‘t:a ive.

Actual .Eming Position of Corpany.

Not only hes the btusiness cepression 2ad an adversze c¢lifect

upon this Company*s curzent eexning position, ovut there are two ovher

factors waick heve accentusted whis. Operating expense Zor 1930 has
shovn & stertlingly large 1 increese, he'wintpr. moxths of 1923~30
were unusugily wezm ones and this hes rednced The Company's sales ead
_::evenue.é.l' | |

This Cozmission does 20%, in fixing retes ":.br the fute,
mretend to make up for past deplevion in zet carning bécause o.*.'".a >un
of warm wea.her or extreordinary operating expeases, as it does not
in this way seek %o cxpropriate past earnirgs enjoyed in & larger
emount . then mey eppear reasonzble. In prescriding .":'ates For the
future It must.almost‘necessa:i;y 8o on +he assumpe fon r.h,at_; ;en;pec:'af-
tures will De normel. Operatizg.expense also must be assuned to be
on & more nessly mormel besis then im 1930.  Txisting busizess con~
divtionc, on vhe other hexd, chould:be axd are g!.v.ozz con.," der e...ion and
‘woLight.




Othex ?actdrs.

The:::e ere othe a.g‘iérs ol wilckh “b:‘*ie‘: mention Ty "

| ann“onriately be mde. Notwlthstanding vhe er:ect o;‘ t;ze‘dép:ession

~ upon growth of bu.,i::.e.,-; this Company’s busizess 1o growing. ’.mtb.
.igromh, the uen;}.e.cy ie 1' 'hev :::a‘cfe 6‘,. revazn vo. inc*ee. IAdggeg_i
ope:-e.ting eXPOnse and the eami::g oz e.dded. investmen‘a or prgpf::ay )
Witk growth i.; u.sue._ly less ¢ ..he incressed '-evcmze. iz, lower
Tatos fcend _ s‘cimla..e ,eles.;e Agein, while pz esen.. ~icos applied
_ to the s‘;mc;urﬂ. Iroperty produces a sl;gb.‘;_:( aigher ﬁ.,gaée than the

. ectual historical cost, even though present price levels ,_‘con‘.:inuq{ with-
out chzuge, .thg_, s::;giu.g.’.‘_ retirement of the older property in vhe pla::.t -
‘propc:tj' instelled during the period of low prices - meens thet the
difference between the actual cost 0 the structural property oad what
'1t4wouid; have cost under current prices will grow less azd less and

4 N . [ PRI

soon d&izeppear eut

Eaming Position UTnéer Rates "ixed;

~

- The rates here Tixed will place this Coxpany in en eaxning

. posiviox 2% lsest as good as, and prodebly slighily bevter thaxz, that
Cwhich this Commizsion intexnded it should exnjoy whem its i'é.‘:.es v}e:-e re-
ueod iz the latter part of 1928 (3., ¢.2.C. 379). 4 Teturn o
earning position on zuch bdas ...‘a.nc’. as now 2o und to be *_e,qs,omble is

conzonent with that allowed other camparable utilivies and has proven

i8. A Teductlonm iz reates, it was recognized, se testilied vy I
Masser, ™unquestionedly does stimulate load to some degree™ exd un-
guestionzbly hes some effoct or.. e perceatege. of the ‘inerease in
sales, the exvent of walek effect he wes mable to state.  To get the
best zesults I on s :cem.ct"on. in retes Wk d, in kiz opinion, call for
cepitelizing 1 s effect by advertising. It is somewhat oigni.‘.ioa.t
n‘b.e'"o “hat the bz.....ine.s., Gepression apparently has not hed thc same,

f2ect in sloawing up ineressed sales 1: the electrical depe.rtment of
..he. Company'ts Yuaizess &s it has Iz is gas depextment. It is 2ot an
unreasoneble deductiocx thet the reduced .electric rates in effect in
1930 kave contrituted to some extent Vo Trls result. | The com.pa.ny in
1ts estimate of operating expenses for 1930 includes edditionel cmownts
for advertising. This is not disturbed. The Company will thus de iz
a position to feature & Teduction in rates i:L o campaien to increase
sales.

. =4Q=-




urficiently lidberal to atitract large smounts of capital into the
Lield of utility i..ve'a*" at. Iavestors, at least, hove not conzidered

suck a return o eoraing po...i'cion W be walzir, unreesonsdble or un~

aviractive Yo cepival. "J.'he Compeny will de receiving z reasonabdle

19 ‘ .
Teturz or the Tair velue of its propeXty exlé w1l be able 1o meet
fired charges, p2y 1tz preforred stock dividends, liversl dividends on

20
i35 common stock 2nd auguexnt it saplus.

R8V6Ce
It scems izedviceblo % ztteumpt any gemerzl re~zaxrengement
of districts (althouga Altadensa has requested that it De inco*po Tated

19. This Compenry has con....,*ucved the Tl of 1ts -ope*‘cy since 1917.
Mach of its propexty was fnstelled m**n& a pe*iod whea prices were
“highor then at mresexnt. The tendexncy is Lfor the zetual ond current
price level cost of its structural propcrty to come closer axnd closer
togethor. The current value ol ey is lower than the cost ©0 the
Compeny on its’ out...tc.nd...*g secuxitl v is apparent That rates |
reasoneble on the basis her to,,o“e u.,ed in respect T0 the rates of this
Comne.ny will likewise be *ee..on&ble on the so-called Zair velue desis.
ey
20. The Compeanyrs stetenent :‘o‘: the' year ending sugest 3L, 1950 filed
th the Cozmission in complience with the Commissionts Generel Oxder
N0« 635, and waich statement under stipulaticn is deexed 1n.evide...ce.,
shows for its gas and electric depertments 2 net zro2it of $4,723,780.
Dedueting Trom this $1,170,630. for dividends on the Coxpeay's prelerred
stock, leaves $3,555,150. Zfor coxmon stock or esxnings. =t the rate of
1l7.77 pexcent on such stock, Or l4.6 pe'-cen“ ox coxmon stock amd. sur-
Plus. This period felt ihe incidence of eight months of the reduced
electric rates, the warm winter o:t 1928=30 witk itz decretsed ges
revesue and tex months of busineszs depression. Al30 muck of the 4a-
c::ea_.eé. and cbnormal opereating e.xpenses occurred during this period.
It is here ound thet the Companyrs exnuel aep::ecie.t on expense-for its
gas department is unnecessarily large Dy tha cum of approzimately
$250,000. The Compeny hes included this cmownt in 1ts operating ex-
pen..,e' Zor the year exding iugust 31, 1530. Adding .this amount and
the. ..,3....0 000. peid %0 the Paclilfic _.if;zting Corporation.az zn -aanuel
fee, 0 she $3,555,150. mekes a totel of $3,905,150. for the common
stock and surplus. This represents 13.5 percen.. on the common stock
and 16.1 percent on common stock and surplus combined. IZ the
-Company*s gas revenue Zor Tie yeer eadins sugust 3L, 1930 had veen
2ine percent less than it actuelly was, =uch nine percent belng the re-
duction herein oxdered, e Compexny's Dot Twoliv for the common STOCK
ard surplus wouwld heve been $2,576,507., or 12.38 pexcent on-the coxmon.
stock and 10.6 percent on {ts common stock and mlu... (M ,adjus‘cr-
mexnt in ‘.:he.,e r:‘.gu_e- is made on account of *axes.) |
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into the vrs.mm'y dtstr let) or % meke cay radicel chenges iz the form
of zetes. To sccomplish eithor of these resulis would in fairmess call
fon further hearings ané & conseguent delay in ez':enus.ng 40 coasumers
the advanteges of rednceé.&atés. Undé:: the cizcumsisnces aﬁd having
in mind the imporvence ol making the redncticns effective ot an ezxly
date, the reducticns shorld teke tre forn of 2 lowering of tke ‘méter”
:ﬁates:* A somewhat g:eu. = reduction Zor the lower dlocks is advissdle.

~'J.‘J:ze raue..-, establisked in the oxder zre carefully calcult:.tpd and in-

tonded %o effect & reducticn in the, COZPAMYTS STOSE d¢mes1iic -and

gcommereial reveaue of 9 percent.

"4t the Tisk of repetiti é.nd tret thsre mey te no adsuzder-
..'cendmg, 1"'may be restated at the con ¢clusions cxp..e.,sed P&-v Iz
are ;;rem;ged og'the"asm;ation that temperatwe conch‘.ti‘on;;_ in ‘:‘ae
future w11l be sormel end thet bustsess conéitiond will apﬁcé:amte'
'th9$§ of toe _z;eai: 1930 '2n& that the grozs reveaue of 193L witk -t ..nl
vemperatures will not be less thex thet of 193%0. It ‘3'therej'3§99§-’
nized’ ..h?t' ewre:me *oz- “th ke yeaer 1930 m2y, veceuse o" ’*u.,ine '*'di*“
e lee’:f' t..an at e..,ti.....ted. by the” c:ompa.ny end e::y:essec’. :!.:'~ ..he variou*
tables. on the other ha:n.&, operavicg expen..e Zor 1930 &s e::y"e...,ed. in
‘cne ts.ole.. 1z 2ot &t a pormal Ligure. Ay dimizution iz Tevenue 1z,
o:’.':'.'se. by the amount oy preoll cb. the operating expense is ou.t ol noml.

Ec”ever, tb.o comm:t... slox canuot clo..e 1ts eyef 'z:b,e -ac"'
tha*.: the e.c"ue.'!; earning poletA tion o.. '.‘.he COr.peny in the yea:: 93L,

) d.u:r:!.ng v:b. ich *a.".:e.., here e ablished ....ll be e ecuive, mey be e"..‘:.her
wo:r:...e or ‘betvter ‘:.‘:v.un. ..t v'ould be were ..hc...e e.ssump.ions real ized.. -
coincidence 1n *.:b._* ye_: oz h:'.g“. vempe:a"u... ez (witk c...pondi:'.gly
"'P&uccd. seles) el added e..nd u.ne.zpectce. .,eve-*:!.‘y oz ::he ;r:c.,ent
busizess c’.e:_o::ess..on Zey lessen the "'eturn mticipated by Lfrom % of 1% .
%0 1. 0z the ot her hend, & coincidence of & cold yeer witk improved .




bz:..ine.,s conditions my fnerecase the anticipated zetusn Py = corres~
pondine; amouat. "'b.é degree iz waich these wcertadn factors are present
end their releticmsiip meay m-odnce actual Tesulss anywheze beiween these
extre.:nesl.
| A2y Gevice Or plan by waick these clementis of uncertelinty ney "
be reduced obviously would de of dvanr;a;ge and benesit both to the
utilisy and o S consumers. That the dis‘:nrbing element o:'"mying
.empe:a‘au..e conditiors may be guexdeld cgeinst by the establishment or
| uempe...avu:e Tezerve Ls clesr. "'h:!.s o:eceme _mp*essed upon the oz-
Dission severel yeers sgo. In iSc deci.ion elZecting tde rates 0f

this Cozpany in November 1928; repo:-z:ec’: iz 32 C.2.C. 378, Vhe Commise-

sion casd:

"It ic apparent Ifrom:-the discuszsion goove that gross -
revenues will fluctuste considerably Srox year %o Yooz,
depending _upon weether conddvions, with & *e"ul"ir.e; »
nerked effact vron yearly net revenue r»va..la.ole Lo re~
turn. It wornld seex that the most effective methold of
stebilizing net revenucs so that a falirxly waiform return
night be esrmed through 2 period of yeors of varying
weether conditions, would de o7 means of & rezexrve sct
up for this purpose, zimilax ¥0 vhe contingency reserve
nede eti’ective sone yeers ago on the Southern Californiz
Iéison electric system Zox the purpose of minimizing the
veaxrly vearias uim.. iz weter conditions exd hcncev in steex
goneration fuecl ¢Os%.

"Suck a step cex not Be toxen withouv cooper e.t.‘.o:: froxm
the witility nvo}.ved., ad we therelfore suggest that these
utilidties give sexions thougatv ‘ao e estadlishmeat o0 re~
sexves impoundirng excessive yearly revenues in yeers of
low temperature conditioms, ax :':roz::. which withiérawals
covld e made in years of high texperanire conditions with
conseq_uen‘c lower revemue.”

The .;outhern Ca_iro*n..a 2dizon coxm..ny reserve, 0 wb.ich *e*e*e. ce 1*

zade 1n the Quoted excerpt, grows out of the decision _and. order in Te

-

Southern CeliZorniz Tdison Compeny, 18 C.2.C. 595, 922.

Tre Compeny &id not see £Iit o move elong the line of the

suggestion thus mede. Eow.ever, since <the c’..a‘ce of what decision
\:'.‘o.mle.s by waicz sales, m..czm...e oL netuwal c..s oxd g:o ¥o! and. ae’

Tevenue ey be xede W -e"lec* v'itb. sub.,tanuial ﬂccu...e.cy ave*-a.@e oz

-
.




aormal. temperatures have deea greatly "'e inod.

Wkile the CO..:n_..,sion does not a....e-a:ne the power ¢ direct
tne ‘ectablichient of a Teserve, it is teking the liderty of agedin point-
irg out ‘itz desiradility Sronm tke standpoint of the Coxmpany, the con-
sumers and the Coxmizsionm, and, iz &déitian, o euthorize by its ordex o
teuporexy optionel rate uzder & plen waich, if the Compeny elscts o
eccept 1t, not only will lead towerds the creation o2 zch = resecsve

tut will facfdently tend to soften the effect upon the Company of &

uam-yeai‘ 4n 1931 or severor business condit io::ns Then those of 1930,

end on the other heamd prove of advantege % consumers 12 ‘1951 TrOves
to be & cold year or i tusiness conditioms improve over those of 1930.
- The é:ee.‘aio:: of such 2 resexve from the stendpoint of the

Compmy would mee... ex esrning positiom xot sudject Yo Lluctuation ve-
cause of’ 'qg...fying 'cempe::atu:es; ’publi::.hec'.' eaexning steat eme.....s wornld 2o
Longex be provocetive of rate investigasticns wien ewn..ng« are hioh.

th & colld winter ‘oz d.e"'-‘_mantal ©s finencizl standing when they
are low 'Iaec?.use‘,lo* e werm year. The 6xis‘§ence' ot _sucl"L & reserve TORLE
be of ben’éﬁt o the cqnmers and would neke “he work of the'COmi§- |

sion ea..,..e,. ‘because it wuld do eway .._.‘:.b. the wrge, cver present wier
sates e...‘e. oe‘.::.g fixed, to guerd sgainst herdship oz embar*asé.men‘c 0
the Come.ny b:r ri.:d.ne; retes on the b-asi_.?.‘jo- & werm yea;r: '-'.'.‘.th its ‘lesse‘r
sales. a.nd. '-eve:me.... |

-

A. 'tem rature Tesexve skoulld be set up =0 ‘.;hau per odical.w

L

:'.‘.; ecould be dre.m upo to make; up Joxr dep..etio:a in g:o'-*.—, and. ne..
*everme d.u.e ‘t:o s pez" od of higa *mpe.a‘u_.e, and be ax.gmenued. o7 grosc

end net “evenue above mrm... &xe o 2 peTiod of low vemperatu.ee 2ad

o

conseq,uer.t. incTe '-'ed sales. ':he detells of ......k..ne; v'ithd: wrels ::nd.,
accre ..ion...» aﬁd .,he "o*mu..a.., oy whica G0 ‘oe detemir.ed. should 'oe oxX~
p"ea.,ed in a :tipnlation. oy the Co:::nm, e.w::oved. oy uhe c:ommissi
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Such o Teserve .;n.ou.lcl of cowzse be sterted with o sud-
‘utant* al creclit. The Cozpeny could., it is 'oeiieved., well afford %o
eutabl‘..h e*ve. axnd create an adec_uate crediv 'cne'*e

Z‘.'he *eco:' Aa this c"e suggest e.t .z.east THo possiole sources
from wal ch such c::'edit could be crea»ed. " hou" :.r. Ury. to the Compeny.
Inv pa yea: he e have dbead OVer—ac eIt is o ‘;&zes., pa:uicui&l# i:x

pe to the '?ede*al taz, -*ch., tor-et her wi ..h o*hor vﬂI e.ccrx.alo,

have bui t the ques Acc:m.ec. .é.cco t o 2, 1.5‘:: 037.40 as of Docem‘ber 3%,
192'9. ‘ Inc uded. in *hi, emour.» 15 ‘ab.e sum or .,,:520 '2‘28.63, ep. e...enving
Federal ezce accrual..-, for years D o o 927. Lpper en'ly this sum
15 ‘*ree o bc a:zm.er*ed.. "‘1: 1~ not clee_ ::::om tae *eco:d ..ba.,he...
‘.:hi ‘ wes de ed. ::*-o*v ..ae ga., ope'-ati cm.., o elec‘.: e ope*a.ticn .E.t
any »ave, it :L* in er"ecu 4 c:ompa._y asset. |

L .Y i

Tb.e dem-cc* a‘tion‘ *ese*ve o. ‘d’.ze gos d.epcrtment o“ Decemoe_

- - . v

31, 1999 m&. 9 350,689., sz.oject 40 some veriation acco:mng o ..he
ba..." s emp" oyed. p! n sp’ bl sing the compmy" ..o.al *ese*ve. ™he COm-oem"':.
"'e;.?:e*ve b.a., had. an inve::es‘aine; ni..‘:o"y. .\.‘a abpca:s ".'.ha" abo:c" 93.... &
sub e... momt v'as ,ra.n ed. Zrom <he c.epreci ion. ,.e...e-'ve %0 = B

continge cy “esewve :.md tna.. *‘ine..ly “ea::ly ..'La. ox this la.ndec’. c.s a.

s

credit o ‘::he e..ec;'cr‘c re...erve. “‘v'e.L as thus *-educed. "ho "'e....e'*ve

1.. :.ub...tamie.’!.ly in exce S o.. e a:nom" o‘. acc*ued dc-o'-ec.z..ion.. AS

r

heretoa.o:e poin ol out, the zanuel cmounts allov'od. ’o* doy*-ecia 1on ex~

pense have proven somemhat larger thex the experiexce of the Compeny has

.

indfcated wes necessary. The Company now is regquired vo z¢coumat for

The catire reserve. 4 fuztier considemzcticm of its size :r;i,sht

lead to the conclu.:. fan thet from $500,000. to $1,000,000. could, with
p"'op.. ie"y, ve "*e.ns*e el W 2 ..empe::.-a'::u_e re..e*-ve. "z:n "h..g.. connect o::.4
it iz ”pegr'cine;:... w0 poin.. ous tb.e... the Company 4 e*t:!.ng up & 3pecial

reserve for exiraordinery haza::d..-..




The creation of & c*ed:t vy the Company in the zn..nne..
‘poir.'ced out, or othe.':'.'ri..e, is .o:: the pu:*o s lereol, zt le.a.s‘.,,
e...sumed: to be Purely 2 metter of Company ;pol;‘-.cy'- Tuder vae alto::-‘
tive rate p;a:x referred to, however, wovision is made for the
possidble esteblishment of o credit to the reserve cdequate Zor its
reation end opcrgt;on. |
'.L'hia: ternative viax, the scceperace of which’lis autiorized
in "he oxrder, ic &3 'o...lore-

L. .L.e::xpo:c.ry ané p*ov:‘......onc.l Tases Jor the year 1931,

~and .:..wil further order of the Coxxiszsion, iavolvizg &
reduc viOD. 1n doz::e tic and commexcisl revenuo o a:;p::ﬁx-
lzmately 735' o Ye a_.p.‘.:};o;:ized.. ’\

~ The Compony %o agree: N

(&) To estedlich, effective on Jemuery I, :.9552,

: & ..em.nere.tu_e Teserve along the lin:et- herevolore indi-
cated, thc basis of credils snd debits to waich to be
approved, by o::d.e:: o.f. ae CQm.. sioz. |

('o')‘ To- crocd. %0 zueh ::'e erve euy sctual net earn-

,*_ngs ave.ilaole “or returz Zor the yesr 193L in excoss

$4,650,000, m the ae,c-m:w_azion of which specizic

| operat..ng expenses Zerein fownd ©o de unTeasonadle 2ot

be incluaed. | .
Misdic..iozz <0 be Tetained by ..hc CO:mission to mal':e
.,ucb. "‘ur hm' o*c.e*“' hereix cs msf be d.ecmgd. nece_: a'-y e.né.

e.pp‘ z ..ate.-

T'recomrend the Zollowing ZoTm of OTders

-~

S2Z ‘ .

':me '-’e.il.oe.d C:o ‘“*on. hoving instituted 2 procced..ng upon
its om muion incz.iri..g i....,o v2e rates, rg.ﬂ.es and regulations of the

—4G
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Los Angeles Ges and 'Elect::ic Coxporation, «d- the mmtter having been
Subjm.itted'énd bolng zow roaly Lor decision;

TEE RAIIR0AD COMMISSION OF TEEZ STALIT OF CALIFORNIA m*f
TDOS 2S ..fa.'E.a.CT"i:b.a,‘t the domestic and c&mrcial retes Lox gas now
being charged oy Loc Lnzeles Ges 2nd Fleetric Corporation ere unjust
and u.'nréasone;‘ole,'and further finds as & fact that the Tates now cherged
by saild Corporation for s,lectric erergy &s set :oé:th. and suthorized Iz
a e;upplémenta_v ordexr hereixn, becisior. X0. 21'84.6, of dete Decexber 2,%" :
1929, =re just and...i?ea_.-son:;.ble metes.

Besing its oxder ox the Loregoing findings of facts ead ,':bn
stch other finrdings end stetements of facts as ave set forth in _‘.:h:a
opinion preceding this order, or in this-onder,

. IT IS EERESY OXDERTD thet Los Angeles Ges sxd Electric Jor—

vy

poration shell: - T . e a .

Lo Cha.ré;e snd collect Zor domestic ané commercial gas
s2les, as mpesured by meter reedings on.azd efter
Jezvery 1, 1931, the rates set forsh in m.‘.‘oit "A‘";
~.-.1~_~;¢zx rates are herein found to be ressonmble rates. .

. | i
2. Charge and collect for electiric exergy s0ld the rates

r~

‘a.utzi'or‘izea. by s2id interlocutory o:de:.-‘hg:ein.. oA
3. Tile, éf::’bc‘.:-ive' on Joanuary 1, 1931, & revisionm of its
>ule No. _20,"elim1ne;‘aing the g:ovisions- ‘.:here.‘.’n zox 2
Toturn of advaxces without interest, end iz lieuw SherTe~
of o provide Zor such returz with interost at the Tate
of 6‘35 por aanume, interest Yo Dux Irom Ianmﬁy‘ iy ‘,3.9:51,. ox
Tron date ol advance il mede subseguoﬁt o seld deve..
I7 IS EZREEY FURTEER ORDERED thet Loc ingeles Gas end Zlectrs
 Corporatiozn, in lieu of chawrging ¥ae rates set out in EZxhibit "4 here-
of, mey uander the terms and-conditions hereinefter speoified end during

the celender yeor 1931 and until fuxther order. of 4he Commission herein

57—
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cherge azd collect for domestic and commorcisl ges seles, &s measured
by meter readings ox and after Jenuery 1, 1_.931, the rates set forth in
ZXkiolit "3 b.ereo;, which retes, under the speclal circuxmsiences sdverted
to in the opinion. .l *ubje to the terms znd condivions hercizalvexr
*peciried., are .‘.oxmc‘. e *ee..,on..ble :e.\.es. | ’

e foregoing optionel Tates herein suthorized shall vesome.

effective upon the following terms and conditions snd not otherwise:

l. The poznp.my skell by stipxﬂ.a;‘.:ionvagree to set up and
eéta.b :I...h e:t‘_ective on Janwery L, 1832, & tem;gef-'c.tg..e
Teserve of the cheracter deseribed im Tert IT oF ...hél ‘
op.‘..nion_; tae c}e“qails of which ere to Ve subject vo
app;oval by ‘che‘._comissi o2,

The Compay shell by stipulation agree Vo credit To
281l e peratwre reserve the sxmount Dy which the et
Ae:a.rn_n.s" 0s 1ts ges leparizent Zox ..he yeax 193L a.mil-; .
e.ble "’o*- roturn c.z:cecd... ae aam 0L $4,650,000.,. ix 2
compu ue.‘cion of wick zet revemue evailable Tor Teturn
specific opersiing oxpeunses herein lound 10 Ve mnreasoxn-
able 2ot % de included as an ope:ating, expenco.
_such rates shell de deemed w0 be temporeary or vrisl
rates effective for the year 1SZL exd until further
orélexr of the Commissicn.
Tais proceeding shall be kept opex Jor such Iuwrther
orders zs may de projer.
The Company's election %o accept the opticmal Tates
hexrein g;.'ov:*; ded ‘_:or shell be made &t least five days
priox %0 Jemuery 1, 193L. ,
- Zxcont &s otherwisze pr ov‘ ded, vhe e¢flective dete of <This
~order shell be twenty (20) deyz frox end af uer the dote he..eo..

I




- The foregoing opinion ané oxrler &re horevy c.pp:.-ovod. and'.
- rdered Ziled &5 the opinion and order of the Railroed Comnission or
the State or' elifornie. , |

D-..ted at Sen a:xci.,co, Ca..i_az' nie, this M day of

Novexmbper, ‘:'.,950._

commission S
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‘ﬁccdﬁo,'CQmmis ioner. dissenting:

oﬁﬁ%hé*time of thé institution of state regﬁiﬁﬁdry'

bodies rew umilit:*- and regula ory bodies have nad the Proper
‘conception of resulation. Regulatory bodies have advocated as . -
their policy tb» adoption oL a mevhod of rixing a rate base

that would bring the lowest TATES TO CORSUMOTS. Public utili~
ties have advocated as taelr policy the adoption of a method of
yfixing a T2 ba,e that would bring vo them ‘excessive returns
The’ rirst advocaue or rep"odhction cost new was?Wil;;;m.Jepn;ng; 
Brysn ropresenting the consumers. At the %ime be advocated this.
method iV would\produce!tbevlowest rate base. e wes opposed;

by ﬁublic wtilities advocating *the stock and bond base eznd the
prudent Investment ox historical rate base, because they would

be the highegt.(l) Now the position of most regulatorynbodigvl‘
and most public uxilitieu is completely reversed, ea ”vins
executed a.completg adout face, :egulatory commissions now - ad—
vocatiﬁgihistorical cost and utilities advoceating reproduction
. oet ﬁew.(z) Both sides seex have ‘lost sigat of the ract
That the purpose ol regulation is moprocn_e Zor the congumerg _
redsonable rates and service and at %ae same time secure.to the
utility édeqpate return Lpén the value o “its prope*ty, suck
value be;ng doterminel in accordance with the “any dec;uionu o_

the United States Supreme Court. TFrox time %0 tima tpc Zeleral

(1) * Smith vs. Azes 169 T.5. 466,

(2} PFor an instructive treatise on tThe situation axd valu-
avion in geaeral, see-"Veluation in the Supreme Cowxt™
by Alfred EZvans in Vol.XVI -~ No. 8 of the American
Bar Assoclation Journsal.




couvrte have stepved between these opposing views and have ouite
consistently vointed out the prover method of Lfixing a rate baue.
For thirty two years 'the Supreme\Court_or the Tnited States has
consistehtly aQbéred w the controll1ng wriasciples o:_vaiuatiqn
Jata doma vy 4.2 To svite of tne fact thst the pethwey is mow
mﬁ&d,réasonaﬁly'cneﬁ#-by the decisions-ér the courts,vsome.stgte
commissions seem 1o be inclined to be @ law unio thémsglves'and‘
persist in ignoring the lawfaé_laid down by the Courts.:

| The California Commissidn has % ell outward avpearance
been one of these. It has clung.osﬁensibly end theoretioaily’to
the historical rate base. In reslity it has given effect to tke.
different elements mentioned by the federal courts incluiing

"'-‘«---..,

| fair value including goiag value by allowing a rave o: retura de~

b, |
s ——— ﬁ-« o

tween 8% and 8%% on historical cos t./ Ir Lere be added to. the,

'h_storical rate base an mmount between 10 and l~¢%, the rate dase

0. ob ained will soproximate fair valuc including going va;ne.

So, also,, if there is deducted Lrom 10% to :.zé% éi-om & rate of

return of 8% or. 8*” on en hist vorical cost rate oase, it 1,‘readi-

ly-seen that tnere 13 an.actual return varyise rrom.Vf to'7.75%

upon rair value including thercin & *easongble axount ror 3oing

value. With thi arrangemenz ouz. Dublic utl lities nave beon content.
,fDuring “the last two years tris commission has snown e

tendency t0 ¢cut the rete ot return upon an historical *ate baso

from between 8% end 8&” to 7%, wnich reduoed the “ate oz eturn

(4
upod & fair value dases 0 6.12@% %0 6.3%. This is. conriscation

(3) Smith vs. Ames 169 U.S.466. San- Diego L& 'I.‘.Co. vs.National
City,174 U.S.739, Stanislaus Co.vs. Sen Joaquin, etc. 192
U.S. 201, ¥ilecox vs. Consolilated Gas Co. 212 T.S. 1l9, -
Missouri ex rel. S.W.Bell Tel.Co. vs. Public Service Com.
262 .U.S. 276, McCardle vs. Indvls.Water C0.272 TU.S. 400,
St.louis & 0'Fallon Ry.Co. v2. T.S. et a1, 279 U~S.‘461a

(4) Railroad;Qommissionﬂvs.L.A.Railway‘COrworation;ZSO'U;S;
145. In this case the refusal of this commission 4o grant
increase in: street car fares was set aside. In Decision

=l




(4) No.21766 - A'op. 1:5795, Pac. Tel. & Tel. Co. tals commizsicm
. Tixed rates calculated %0 result in a retuwrn of 7% on-an
historical base. For the first six moaths of 1930, the
actua... retvurn was 6.05%.

and not reguiat:.o_n. It camiot- be expected that ouwr pubiic utili-
ties will ‘. long content themselves With sich & Teturn. The result
will be en avpeal to the courts for proper redress. This is in eZffect
& shirking of its :es*ponsibilify by tre commission and will lead
to an éra of regulatiorn by vhe cowrts.
| The pi:-esent o'oin.ién is Sust enother step in ‘b}ze éirec—

tion I have pointed out and for that ‘reasbn I desire to Toview
the majorrity obinibn. pointing out its nmany odvious wealmes*

and sete.mg up w.b.at I believe to be propex ra‘bo bases, both b.is-
: .torical and rai_. value and 2 p*-ope:z:- estimate of revenue and. ex-
"Dendi'turee for the next Tew years.

) Te.ble No. I, ot the majority opinion is mislead.ing :tor ‘

‘cne reason that 6 35% ovecrhoad.a are used and no going value wha.t-
ever is allowed. If 11.25% qverheads wore used and a going value
al.lowed to tae exte_m: o2 10%, the average rate of return for éach

of the years quoted would be nearer 6% than 7.74% therein shown.

" Table No. II is also misleading for the same reasons
as Table No. I.

Teble No. III is m.isleading "‘or the reason that parts
l, 2 5 and 6 are again based upon 6.35% overheadz.

Table No. IV is also mi..lee.dmg in that it is based upon
6. 35% overheads and only ,/2:22,886.00 is allowed for going valuo.

'rable No. V is alzo misleading because for the year 1950,
the falr value dasis contains only ,,422,885 00 for going valuo as
showa in Tedble VII of this ov...nion and in erriving at the h:l.sto::;:(.-
cel basis and fair value dasis 6.35% overheads 1is used. 3

The historical basis used in Ta‘ole No. V is not de"-ived

from any of the exkhibi ts mede by the valuation depart:nent of th:l.s
L




comnission 1nytbisfhéa:iné but ;é vased upon former Tete bases

fixed by this commission in previous héarinss. It is set up as
follows:
TABLE NO.VI
DETATIL OF HISTO'-'{ICAL RATE BAS'“‘

OF
L0S _ANGELES GAS AND E'L.:.CTRIC CORP‘Q’

YZAR 1930.

Fixed Capital- -

Iten -  As'or December ‘I1,1929

TNTANGIBLE CADTTAL:
‘Qrganization,
Franchi.es,

Total Intangibic Cavitel,

TmNGIBEE CKPITAL-
Lend,y
P*oduction Canital,
Distridution Cavital,
General Canital, ’

Qotal Tangible Caoital,
GRAND TOTAL “DG:‘.D CAPITAL,

Additional A)lowance Lor *nte:est
during construcuion,

Totel Fixed Canital Dec.31,1929

One-h&l“' Ne‘c .&'s ané B's, 1930,
(Comnany nstimaze) , .

Averasge Fixed Canital, 1930,
Naterial =snd Suwnlies,
- Working Cash. Cabital,

Raxe Bese Used, o 4 e 0 o o

-—

$415,756.71
153591‘23;

“29 ,lzs-'94- .

,$5 500,888¢005
193 5 650410
32,205,912.59

3,335,611 .09

s;sa,zbe,oeo.vs |
$ss,eev ,186.72

41,: 55, ooo.oo _
?.»58,342,137.00

.,wr ,1osm -
$59,w9,zgo.oo ‘
T 4505000.00

msjooo.oo

-}50 ’704-’. 290 OOO’I




| fhe fair velue besis used in Tadle No. V is set uwp
as follows:
TABLE NO. VII

DETATL OF FTAIR VALUZ RATE BASE
OF

10S ANGELES GAS AND ELECTRIC CORPORATION
TZAR 1930

" * , E‘ixed._’,ca:oital‘ as
’ of ,DOO- 317 .1-9299
One: Day.Pricing .
: . Period.: S'me »15, -
Item f 1930

INTANGIBIE CAPITAL: SR

: e . N ol ;'v-r' K ,

Orgenization, . ‘ .:,4.15,,000.00.

Ifra.nchiws. 124406.00. :
Total Inte.ngib p. cabital, : ,A.Z?,MG.OO

TANGIBIE CAZPITAI,.

, Land, S v -rv3,695~,192.-00.
Produc‘tion ca:oi'tal., : -1%5,013,689.00
Distribution Cavital, ' . 3’7’125,58'7 =00 -
General Ca’o:!.tal, 2,731.,120.,00

Total Tangible Canital, ‘ _.yssysss,sev.oof
Total Cabital, $ss,99o,993.00'
Intangibles and Land, Aﬁﬁl;zq,sgv.oo,
'.L'otal Capital. I.e...s Intexgibles & I.and, vS%B‘?O,sse».oo
~Less Difficulty Factor ZEb:h.No.sz,pp.le'.? "580' 95.00

‘ 2
Wrough* Iron Hne Allowance, ey 456 .614..oov

Book o'verheads, at 6.55%
One*mive I.and as of Dec. 33., 3.929,

Organ:.zation and Fra..bch:l..,e.,, 4.2'&406..00
Total Fixe& Ca'oital, Dec. 31, 3.929, i:ss 215,031.00 ‘
.&dd 1/2 A's and B's for 3.930, '?67 105.00-

‘ ..,63,982.,134.00-
Meterials and Suoplies, 450,000.00‘
Working Cash Ca:oital, 645 ooo.oo_-

oub-'to ‘B&l ;p65 ,O?Z ,134-00

Goj.ng 'Value, . ,422_..866.00,1
Rate Bese TUsed, $65,500,000.00
- , , -

-




I have set wp in the following two tables an kistorical
and & falir value basis duilt up on the‘ studies and exxibits nade
by the engineering deparitment of this comnissione

DABLE VIII |

EISTORICAL RATE BASE WITE GOING VALUE

Ex. 52 Vol. 1 Table 1, C.R.C. Dufour 11.25
Overhﬁad, -« ® @« » & & = & * & & S 0 L J L J $61,019’6620°°
AA& 10% for GOing Talue o » o« » « « o o o __6,101,966,00

367 ,121,628+00
. 767,103.00
| and ias. - TFET,888,73L.00
Materials ané supplios, « « o o o T 450 ;000600
Working cash capitaldy o o o o o o . _645,000.00.

Add 1/2 of A's end B's, 1930

Rate b2sey « « « + . $68,983,731.00
Rate base used, . . . $69,000',600".00
T MABLE N0. IX

FAIR VALUE BASIS BASED UPON

REPRODUCTION COST NEW DEPRECIATED.

Ex. 52 Vole 1 = Teble 2, COlMe3,CoR.Co 22.35% : ‘
overhead, Undemrecisted, « « «  « o « o $73,637,542.00

k. 56’ - S&me depreciated’ e o & o & & & $6’t,l’29,07100°

.~ Deduct difference between
2 - Colxn. 3, and $3,500,888,00 allowed .
by Com. Cexr for operative land, « o $192,313.00
565 ,:9'8—6,7'm
Add 10% Zoxr Going Talue, « « 6,398,675.00

" F70,785,453.00

One-half A's and B's, 1980, « o 7675103.00
Materials end mppiies, e 450,62)9.(50 :
Torking Cesh Copital, « = o o 645,00000

Reproduction cost new depreciated ; N
>ate baso’ ® ¢ & © o a o » s s 2 372’247’556.00

Fair Valoe Usedy « o « « « o « o o o $72,500,000.00

b




I have used a fair velue of $72,500,000.00 for the
reason that I have not used the going velwe of *lo,ooo 000400
set forth-in the :r:ecord. It I had used such goi.ng value, the
- Tair value here used would de much less then a Zair value based
upon reproduction costv new deprecia*.;ed. |
I have also set uwp £n°Tedle No. X an estizate of the
‘operations of the gas division of the company for the year 3.930,,
basing the operating revenuves upor the actual revenus :o‘:- the .
:rear t0 Septexber lst, and pro jecting the eafnihgs roi- “he :ﬁ{e-
meining months on the curve, exteaded, formed by‘ﬁe actual ‘re-
ceipts t0 September lste. '
TABIE NO. X

ESTIMATE OF OPERATING REVENUE AND

EXPENSES FOR 1630

OPERATING REVENTE, (l? et e e e e ee s +§16,061,000600
OPERATING m*csz:s '

Produc 5.on )

Trensmission) 45 538,000.00

Distridution,
Commercial, «
New Business,

1,223,000.00
885,000.00

[ 2N I I BN

Gemeral, « o 1,oosiooo.oo'-
'g’l » 422 ,023.00

,594- ,OO0.00- '
182 _,_000 +00

. bz,gss,ozs.oo)i
v.~0 ’663 1/023000

. 55394,97700
72’500 ooo.oo‘

DEPRECIATION -

TaXeSy = o« » o «
Tzaecollectidbles, - .

Totel Operating Charges, « . «
Nat fO..": Retﬁl‘ﬂ., * e & @& - & »
Rate base = Lfair value, « « »
Rate of Returan, oz falir value,

Rate base, historical with going value,. ‘
Todble Noo VIII; o o o o = o « o o  $69,000,000.00
Rate of Return = on historical dasis with .
going velue = Teble Noe VIZI, o 2 « « « 7 «B4%

(1) - Based oz actual receipts to Sept. lst, and
: projected or same basis for remaizing
moaths 0f. 1930

o, .




Overhoads

As T ha&e vointed out, both the historical and Tadr
value rate baqes used in the majority opinion ere based upon
6 35% overheads. There is 2o evidence -in the *ecord of any
weight that ju,tiries the adoption of any °uch overneed percent-
- 8ge. The lowest yor centage ot overheads taat is at all sup-
ported by the Tecord im this case is 11.25. In all the cases
in wbica I have sat in the last five yeers, I have never heard
tho COmmission s engineers advocave 8 over cad cherge of less
Than 14%, so in adonting the engineering study which used en -
overhead or”ll.25%, I feel that I have been conse*vative.

Gb ine Value .'

Going vaiue iz noT meesured azlone by the cost of at-
taching new busizess. It is a present ele“ent 1o every peying
business over and above vhysical value. ' It is an- inxangible A
oleﬁonx that can be- detezmined only by the judsmont end’ opinion
of men eminently qnaliricd by long experienca in the dosign,
const*uction and overation of gas vroPe:ties and thoroughly
‘conversant wnh the perviculer bu..inc ]

The testimony of Colonel Hmller tnat tha going value
ol the commany's oroperty over and above the value ~ebresen$ed |
by 1ts nhysical elemants was 2%, Leest $9,288 667.00, and ohe
uestimony of Mr. Luick that suck value wes ot leest vlo ooo ooo.oo
stands unchallensed and undienuxed and undenied by any: to,timony
anywhe:e in the :ecord. To adopt, in the fece or sueh undia-
auted te timony as the xajor 1ty ou*nion 2es done, 8 going value
of $422,866.00 (shown in Teble No- TII), 15 an sbsolute &isre-

gaxd of all testimony end all 1aw.(5? In fixisg the going velue
(5) Des XNoixes Gas Co. vs. City of Des lioines 238 - TeS.153,
McCardle vs. Indianevolis Water CO. 272 U.S. 400.
: - o )




at 10% of the physical property, I feel that I have been con-
| servative indeed, aod probebly would have been Justiried in
us.l.ng le ,000 000 .00 -

Economic COnditions.

A study of the actual oberatinsﬁrevenue for the ye&r
1930, shows 1t to be under that es.imated by the company This
is'due t the economic pressure and economies made neces.ary
by the d&rastic change in the dbusiness of the community. It
is 6nly a bdét\or'the business debression'aftecting the whole
counxry and 'in my ovinion will continue through the yoa: 1931,
and probably well into 1933. To fix rates upon .he rbrmar
no*mal trend ot buginess, is *‘ close our eyez to w;at is
everywhg*e aboux us, and to rbrset that we are *acod with ac-
tualities, and that theories should yield to ac*ual *acts.

Rate of Return 7 B

Table No. V 1z predicated uvon a 9% reducti onlin.
thé esti;ated earnings of the company as shown‘by 1ts~e¥hib1ts.
It ﬁill yield to the coxpany upon the historicai”rate bdse‘
shown in Table No. VIII, a retarn o: 6. 8-% and upon’ the fair |
‘value base shown in Tdble IK a *eturn of 6. 3*%. Thcse returns

are less than the cost o money.

There are several other matters in the najority opin-
lon with which I disagree 4n part, vut I have deemed 1t best
‘Yo discuss only the major points or &L rerence. Uhder the
evidence in this ¢ase any reduction in revenue 1, question-
able. |

It seems %o me that tnis Commission should adopt
the legal method"br Iixing a rate bese ‘on Zair valne 1ncluding

bgrein & proper allowance for going value. Ebuever,,it it

still DeraiS£slin adhering to the historicel cost xdte baiié.'

O




1t should also adhere-to
between 1“8 and 83%e .

’

its 'pe.sf“prac'-‘bice and allow a retwrn
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DOMESTIC AND COMERCIA:, GAS SIRVICE.

CLASS OF SERVICE.

Applicable %0 the generzl domestic and ocommerciz) service
of natural gec fox lighting, heating, cooxing and weter heating,
1nc.‘.ud.. & use by apsrtment houses, churches, hotels, hospiteals,

staurants, scLools, business dbuildlzngs, etc.

TERRITORY-

Applicable to Rate Diztrict No. 1, &5 set forth in detall
in the Preliminary Stetement, comprisizg that territoxy:

Ly Within the City Limits of Loc .A.nse:'.es 25 they existed
Yay 30, 21926, excent that portion of the West Coast
Addltion mwest Of a southerly cortinzuation of the
westerly boundlery of Buckler Aléditioxn.

Withiz the unincorporated territory in the vicinity of
Sherman cor.tiguous to Leurel Ceanyon, Melrose and
Falrfax .a.ddi vions

Within the uninco*porated territory west of Alemeda
Streot and noxih of eaxn easterly cozxtinuation of the
souttzerly boundaxy of Tettis 4A8dition to the Cily of
Los hLrgeles. ‘ -

Witkin the City Lim{ts o2 Pasaders, South Pasaldens,
Albezmbre, Zuntington Park and Vernoxn.

For continuous service Ifor periofs of ore morth or nore:

Tirst 300 cu.Lt. or less per nxeter per montk ... 80 cexts.
Next 3,700 ¢cun.rt. per meter per monik..6.9 cents pexr 100 cu.lt.
411 over 4,000 cu fte per meter pex monuh..s 9 .cex ..,.pe.. 100 cu.zt.

MINIMOW CEHARGE.

A minixum cherge of 80 cents per meter per mornth will de
nade Ior the first 300 cu.ft. of ges used during any oxe month, oxr
Traction thereof, 1L service 1s oOpened and closed duri:zg any 33
day pexiod.

ZRORATICN OF OPENNG OR CLOSING GAS 3ITLLS.

The minimm charge for opening or closing bills for a
fraction of 2 month or for less thaz 300 cu.lt. will be prorated




for the period of service in accordence with the schedule of pro-
Teted minimam charges, as set forth below:

Period of Use = Days L to 10 11l to 20 21 <o 33

- Minimum Tgse = Fizst 100 Cefeor less "200 0.Le0T 1638 300 CoTeo> less
Xinimmm Charge | 274 53¢ 80¢
Over Minimum TUse |
at 6.9¢ per 100 ¢.f. Next 1,200 c.2. Next 2,500 c.f. Next 3,700 ¢.2.
at 5.9¢ pex 100 ¢.2. Over 1,300 c.L. Over 2,700 ¢.2. Over 4,000 c.f.

=ee=000==-~=

. SCHEDULE NO. Cm=2
DOMESTIC AND COMMERCTLL GAS SERVICE.

CLASS OF SZAVICE.

4Lpplicable to the generel domestic =nd cormercisl service
of natural gas for lighting, heating, cooking and water heating,
including use by apartme=t houses, churches, totels, hospitale,
resteurants, schools, busiress duildings, eic.

TERRITORY.

Applicable to Rate District No. 2, as set forih in detail
in the Preliminary Statexert, comprising:

ALl districts xot included under Schedule No. G=1,
noxelys: . Co :

l. City of San XNarino.

2. City ol San Gabriel.

S. City of Monterey Park.

4. City of Inglewood.

5. Culver City.

6. Unincorporated territory n=oxtk, east and south of
Pasadena and Alhamdra.

7. Texritory serveld east of City Limits of Zuntington
Park including portions of Maywood and Zell.

8. Tuincorporateld territory south of southerly limits
0L Watts Addition Yo Cily of lLos Angeles.

9, Territoxry soutk and wes®t of the City of Los Angeles
including Eawthorre axd that portion of West Coest
Adcition %o the City of Los sngeles west of &
southerly contimuation of the west bounldary o
Buckler Adlition. ' '




rTor coxrtinuous service Lor pe_:iods o oze month or more:
Firstv 200 cu.lt. or lecs per meter per DORtR..cw.... 80 cents.
Next 3,700 cu.lt. per meter pexr month...7.3 ceats per 10C.c.-.
LAY Over 4,000 eu.rt. per meter per month...6.3.centz.por 100 ¢.r.

- . A minlmwem charge of 80 cents per meter per month will
be made for the first 300 cu. . ft. of gas used during any one month,
or fraction thereof, 1I service is opened azd closed dusing any:
33 cay period. ‘

PRORATION OF OPENING OR CLCSING GAS BILLS.

The minimim charge for opezing or ¢losing dills Zor a
sraction of & month or for less than 300 cu. £4. will de prorated
Tor the period of service in accordance witk the sctedule of
Prorated minimum ckarges, as set forth below:

Pexriod o Use -~ Days 1.%0 10 1l to 20 2l to 33

Minimm Use = PFirst 100 C.0.0 less. 200 ¢.2.0T less 300 Colfu0r less

Linimm Charge 27¢ o os3¢ g0¢

bver ¥alma Tse _
L at 7.34per 100 c.f. Next 1,200 o.L. Next 2,500 ¢.Z. Next 2,700 ¢.Z.
at 6.3¢ per 100 ¢.f. Over 1.300 c.r. Over 2,700 c.2. Over 4,000 ¢. 2

—==000~~~




SCEZDUIE NO. G=1.

DOUESTIC AND CCMERCTAY GLS SIRVICE.

CILASS 0% SERVICE:

apnlicedle to the gexzerzl domestic =néd commerciel service
of natuwrzal geos foxr lighting, heating, cookirng and wavter Lheats
Includirg use by cpartment kouses, chwrczes, hotels, hosnitels,
restaurents, schools, business bulldings, ete.

TERRTTORY.

Applic...ble to Ra'ce Distxict do. 1L, os =et forth in detail
in the Preliminsry Statement, comprisinzg that terriftory: -

l. Within the City Limits of los .&.nge.:.es as whey existed
Yoy 30, 1926, except that porsion ol the Viest Cozst
Lddits o* west of a southerly continuation of the
westerly bouxndery of Bucxzler Lddition.

Within tke m...nco*powted territory in the vicinity of
..,he*ma.n contiguous to &U:'Cl Canyor, Xglrose exd
Ixfax n.dc’..a.tions.

) ‘:Iit...in ne uni.nco*po ated uer‘ tory west of .&...amed._
Street and nortk of an easterly continuation.of ¥
soutkorly boundery of Wettis Addition to the C-i‘.::r cr:
Loz Lagelese .

Within the City Limits of Pascdens, Scutk P= scdenc.,
Alhexore, Zuntington Jork and Vernon.

For coxtinuous service for periods of ome n:.on‘th o more:

First 3C0 cu.ft. or less per xeter per moatd .... 80 cents
Next 3,700 cu.fte Dor mpiter ver MOLIR ere-..740 ca_t, ner 100 ou.lt.
LLL ove,. 4,000 cu.fi.per meter rer noniR....0.2 cents Der 100 cu.lt.

YINDAR: CEiRSE:

A minimmm ek Lexge of 80 cextz jeor meter per month will be
zzde for the Lirst 300 cu.lt. of gas used durizng any one montk, or
Trection thereol, I zervice is opexed cmd closed duwring zony I3
a2y periold.

PRORATION OF CPENTNG OR CIOSTYG CalS 2I07

! w-

The minfmum c*"*ze for opening or c_o.,ing bills for

-A-—-o

frectilon of o month or for less than 300 cu.’t. will be prora ed.




Tor the period of cervice Iz sccordance Witk the sckedule of
Prorated minimum cherges, s set forit: below.

2eriod of Use = Deyz Ll to 20 11 e 20

Mizmizum Use - First. 200 c.f.or less 200 c.f.or less 300 c.f.or less

Mimimom Cha::gel 27¢ 524 204
Cver Mininmm Tee , ‘
at 7.0¢ per 100 c.f. Next 1,200 c.T. Next 2,500 ¢.f, XNext 3,700 cels. §
ot 6.2¢ per 100 c.f. Over 1,300 c.t. Over 2,700 ¢, Over 4,000 c.f. ’

SCSEDULE N0, C-2,

-

DOMESTIC XD COMERCIAL Git STRVICS

CLLSS OF SIRVICE:

Applicadle to the general fomesiic and cormercisl sexvice
of nelturel gas for lighting, heating, cooking ard water heeting,
ircludizg vze by sparimens Bouses, caurches, hotels, bospivels,
resteurants,. scools, business duildings, e%e.

TERRITORY:

b

applicedle to Rate Districs No. 2, 25 set forth in deles
in tke Preliminery Statemen:, comprising:

4Ll &istricts not includeld wder Schedule No. -2,
emelT: '

1. City of Soxm Marino.
. 2« City of San Gadriel.
Se  CLLY of llonterey Park.’
City of Inglewoods
Culver City. '
Unincorporated territory north, esst end sout: of
Pasadernt and Llhembra,
Territory served eest of City Limits of Zuntingion
Pexk ineluding portions of Meywood exd Bell.
Unincorporaited territory south of southerly limits
of Weidlts Lddition %o City of Los Lngeles, '
Terzitory south arnd west of the City oF Los Lageles
including Zawthozme 2nd that poriion of West Cozst
Lddition to the City of Los Lrgeles west.of &
southerly continuetion of the west dounbdary o
Buckler addition.




For continuous service for reriods of one monti Or more:

Firet 300 cU.Zi. OF lesc ped Meter Der TOBER ....808 |
Noxt 3,700 cu.f%. meT Metel PO MOBLE wvveees Pa44 DT 100 c.L.
L11 over 4,000 cu.ft.Dper meter De MORR ... S5.5¢ per 100 c.Z.

UINTUTY CZARGE:

i minimem czexge of 804 per meter per mortk will de made
for the ITixst 300 cu.ft. of gas used dur.na- a...y one month, or
Iraction thereof, I ﬂervice is Opened and closed dwring =7 33
day pe- fod.

R0RTT0T OF QREXTNG 02 CLOSING GiS_BILIS:

Qne minimum choreoe ror opening or cl osi::.g vills for o
Iraciior of 2 month o foxr less then 300 cuw.lt. will be prorzted
Tor the period of service *.‘.n accord&nce with tre .ached.u...e o
pror ted ninimum charges, &: set forth below:

Period of Tse - Dags 1 to' 20 . 11 4o 20 21 to 33

s b

Minfmum Use = Firset 100 cof.0x less 200 ¢.f.or 3. 300 ¢.la0T less

Mnimmm Charee 274 | eod

",y

uTeZ'.‘ ida m 2um,

7e4f Doz oo c.f. Next 1,200 c.f. XNext 2,500 ¢.f. XNext 3,700 c.t.
at 6.6¢ per 100 c.f. Over 1,3C0 c.f. Over 2,700 ¢.f. Over 4,000 c.Z,




