BLFORE THE RAILROAD COMNISSION OF TEE STATE OF CALIFORNIA.

In +the matt e:: of the investigation O RU U NA&

on Coxrigsion®s own motion into the

charge for Natural Gas by Califorzia ) Case No. 562.
Natural Gas Coupsny to West Side .

Gas Company.
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Pilledury, Madison & Sutro for California Natural Gas Co.
Fred L. Seybolt, City Attorney, for City of Taft.
George . Writaker for Wect Side Gas Company.

THELEN, Commissionex. |
GCPINTIOLN.

This is an investigation on the Commission's own motion 1nto
the charge for maturel gas by Caiifornia Natural Gas Company to Weet
Side Gas Company.  The invectigation.grew out of Casc‘No. 516, gggx_g:
Taft vs. ¥est Side Gas Company. When = portion of the evidence bad

been taken in taat case 1t appeared that it would be impossible to dis-
poee oL the isgues in thau caae definitely and satisfactorily unless
the price paid for natural gas by Weat Side Gas Company %o California
Natural Gas Company were lnvestigated and determined. The Commission
accordingly inetituted this investigation on ite own xotion.

The‘tqvns of Taft and Maricope receivﬁ their supply of natur-
al gas from Weet Side Gas Company, which in turn receives the same fxom
the Celifornla Natural Gas Company in sccordance with the provisioné
of a contract dated December 11, 1911, between Californie Natural Ges
Conpeny and Joseph MeDonald and J. G. Yedonald, whick contract wab
thereafter, on iaxeh 5, 1912, aesigned‘by the MbDonalds to szt Side
Gas Company, witk the consent of the Talifornia Nuzuzal Gas Coxpany.
The comtract provides, ir part, that the volume of gas teken shall be
oz 2 SJ~ounce pressure basis above LY. pouwnds per square inch, atmos-

pherié pressure, and that the gas shall be measured by a natural gas
meter of standard make, or by pilot tube, or other measuzing device,

supplied by %the California Netural Gas Company; that the gas is to be

paid for at. the zate of 25¢ per thousand cubic fcet meagured on the
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hereinbefore specified basis, with a discount of 5 per thousand cuble
ieet it pamd before the 20th day of the- calendar mon*h follow;ng thaﬁ
in waich the gas i3 supplxed that the McDonalds shall not caarge
their customers in excess of 31.25 ver thousand cubic feet for domese
vic gas and that the California Vaturai Gas Company shail h@xe the
right Yy giving 30 days' notice, in writiag, to d;rect the MbDonalds
to reduce their raxe Tor domestic gas %o an amount not lower than 60
- per thousand cublic feet; tast delivery of na;unallgas shall be made by
California Xatural Gas Company at an adequate prcssure{_the faximam
line vressure not to excecd 50 pounds at the point of delivery; that
the gas delivered under the contract shall e for the‘puréose of supply~
ing domestic and industrial consumers in the'towps of Talt and Mari-

copa and taeir auburbs; and that the agreemept'ﬁhall continue in force

Tor three ycars from date, and unless then terminated by 30 days!

notice, in writing, thérgafter from year to year until terminated by
a 60 days' notice in writing before the end of any glvexn yeaé.

The West Side Gas Com@any. as assignee of the McDonalds, has
Yeen paying ites bPilles o the California Natural Gas Company béfore “he
20th doy of tae calendar month following that in which the gas has been
sunplied, and has received the discount of 5 per thousand cubic feet,
gso that the cost of this gas to the Vest Side Gag Company hes beén‘zoz
per thousand cubic feet, measured under the pressure zpecified in
the contract. |

The na ural gas deliVered oy the Californis Vaxural Gao Comm
pany i3 received by <that company from its parent compauy, the Standard
0il Company and from the Honolulu Consolidated 0il Company, frow tae
natural gas wells of these companies located in the RBuena Vista Hills
fields, in Xern county. |

. The amount of gas delivered by the Califorﬁia.xamural Gas

Companj for consumn ion in the tovms of Taft and Msricopa constztutes
only u very small bortion ol the total gas sold by the company. The

major por lon of ite gas is sold for use in the oil fields and in
Bakersfield.
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The following table showe the depreclated reproduction vzlue
of the proporty of the California Natural Gas\Company engaged iz ite
" business as a public utility, the amount of thic property segregated
to the Bakersfield service, as depermined in Case No. 357, and‘the

depreciated reproduction value of the companyls remaining,propéétiee:

7ABLE NO. I.

Depreciated value Segregated t¢ Present Value
. as of Jan.l,1914 Bakersfield ‘Remaining
Sexrvice,Cs.357 Propertiee.

Well Equipment $ -5, ,.01 $ 1, 60 00 $ 13,299.01. ‘
Pipe Lines 2 &0,763.23 .66r
Telephoge Line 2 399.9 1,062.73
Xeasuring Station

(Bakexsfield) , 4,120, 60
Gereral Structures 5,213 754%.42 4, 458.59

Gen. end Mige. Equipment_ 19,170.02 2,774.27 16.395.75
$345,007 .47 $91,43% .85 $253,573.62

It will be observed\from the foregoing table thazvthé
.:gciated reprodﬁction value 0f tke company*s'proberty‘as”of"
Jenwary 1, 191%, amounts_fo 3345,007.47, and tha£ the property zeg=e—
Qaﬁed to the Bakersfield service amounts to~$91,%34.85, thus‘leaming-a
vaiﬁe of tke remaining properties, engaged in the éervice'of the o1l
| fields and of Taft, Merioopa and Fellows, amownting %o 5253,572.62.
The following table Bhowa thevdepreciated reprodnctign‘value
of the compaﬁy's‘propﬁrty, less that chargeabie to the,Bakersfiéld
sexvice, the eatim#ted‘salvage value, the net dep:eqiéblc.valucrand & |

proper swm to be allowéd’annually as a dépreciation ampnuity:

- TABLE NO. II.

Net
Present Value Salvage Deprecizhle Depreciation
(Less Bakerefield) Value Value = Annuity

Well Equipment . $ 13,299.01 $2,659.80 § 10,639.21 27
Pipe Lines - 1 218,082.66 27,307.33 200.7;5.33 15,222. g
Telephone Line 1 36 61 267.32 1 »065.29 5.01
G'ene:al Structures 059 l, 730-70 089 2170

_ 2,727
Gen. and Misc. Equipment 16, 05,75 532,86 _5,862 & 1, 261._1
$253,572.62 $22, 493 oL $231 074 61 1&,371 65,




| It is propexr t0 say that the propexty wvalues shown;ﬂn,
' Tables No. I and No.II, ard also the value of the propexty ,,segi:egated

to the Bakersfield service have been furnished by the California Natuxal
Gas Company itself, and have been accepted by this Commission. - Debig—
ciation in Table No.II has been estimated on the sinking fuad besis,
with interest'ax the‘rate of 5% per anmum. The entire vresent value,
less salvege, 18 to.be amortized during atperiod of ten yea:s, on the
basis of a ten yeaz 1ife of the gas field.

The following table showe the fixed cepital and the dqpre-
ciantonamnuity as estimeted for the Taft service by this COmmission’s
gas and electrical department:

TABLE NO;'III

Present Talue Sagregated t0  Depreciation
all properties less t and South = Annuvity
those segregated to Taft sexvice prorated to
Bakersfield service Taft

Well equipment, etc., § 13,299.01 $ 165.20 $ 10.51
Pipe Lines 1%' 082,66 2,705.0% 198.29
Telephone Linee 16.60 : 1.

General Structures T 458159 55«41 2.70

Gen. ahd Misc. Equipment 16,335 75 203.61 15.67
Total $253,26%.95 $3,145. 92 $ 228.23

Measuring Station 140.00 11,13
Meter and Regulators 25955 | 20.3%

Total $3:599.57.  § 249.67

In segreg&ting fixed capital and depreciation annuify to the
Taft service, the basis established is the peicenzage fouwnd by dividirng
the Taft sales for 1913 by tkhe company's entire saoles for the year 1913,
exclusive of Bakersfield. This percentage is 1.24227%.

The Celifornis Natural Gas Company Bﬁbmitted.a statenent
showing estimated cost of building a single transmissioh ;ine.to'FellOWB,
Taft and Maricope, and also eetim&ted'eé:nings and operating expenses
for such line. This statement was submitted on the assumption that the -
Teft, Maricopa and Feilowaﬁggﬂggggzgated from the remeining business
of the company.and that a tianamission line be constructed from the gas

wells in the field to serve these towns alone. The hypothesis on whﬁ:ga
thia.cstimaze is made is entirely at variance with the facts, fox f%é?
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that the maine through whick Taft, Maricops and Fellows recei%e thelx
supply of natursl gee are an integral poxtion of the California Yatural
Cas Companyls network of transmission meins in the o0il fields, and

that the mains through which these towns receive thelir aupply of natural
gas are princimelly used for the suDPLlY of gas for indusurial PrEposes
in the oil fields. This estimate shows -a. total ipvestment cha:gedblo
t0 the Taft service of $30,569s41,‘as contrasted with the ostimﬁte 6:
tois Commiesion's gas and electrical department, as 1nd1camed;xn |
Table No.III, amounting to $3549.47. Upon noting thie very large dis-
crepancy betﬁeen the estimate of the California Natural Gas Cdmpany and
the estimate of this Commission's gas and electrical depariment, the
Commigeion re-opeﬁfd the case and set the same for furthef hearing for
Yay l%” 1914 280 a8 to permit the officlals of the Caiifoznia Fatural
Gas Com pary “to present thelir views in further detail, and so as to
enable the Commission t0 cross-examine 1ts experts in order to test the
correctness of their conclusions. The Commission and the California
Natural Gas Company thereupon arranged fqr a conference between the
compeny's officers and this Comzission's gas and electrical department
to see if an agreement could not be reached. As the result of this
conference Ur. McMahoﬁ{ representing the California Natural Gas Company,
appeared at the further hearing on May 1%, 191%, and stated that on tke
basis of existing conditions in the fields, his company was willing %o
concede the correctness of the figuree presented by thls Commiaeién'

ges and electric :afe'department. Ee stated that his company recognized
that the hipghest uese of naturel gas would be subsexved by domestic con— ;
sumption and that the company was trying gradually to uxilizg i%s gase
more for this purpose then for industrial wuses in the oil :ielqg.and
statéd, very properly, that if this change were accompliched, it might
herezftexr be that the compary's rate for gas delivered for domestic
gervice might have to be increased. Waile this frank‘aititude'on the
paxrt of_the‘repreeentaxivee of the Celifornia Natural Gae'Compani leavesv

no alternative to this Commission but to make a very substantial reduc-

tion in'the rate charged by that company to the West Side Cas Company;
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the Comnmission desires the California Natural Gas Company to know that
the rate nerein established 1 fixed on the exleting cénditiohs, and
that if conditions hereafier change by reason of the diversion of the
gas from indusirial uses 10 domestic uses, in accordancé with the. -
nigher use of the -gas and the clear public policy involved, this Commisp-
ﬂsion'will be ready o revise the rates in accordance with the’changed
conditions. | | |
The following table shows tke cost ol natural gae delivered

asv Taft on the bases hercinafter explained:

TABLE NO. IV.

Interest on $3549.47 at 9%, $219,g§

Depreciation 2s .per Table II ,
Total fixed charges, ' $ 569.12

Opexating Expense - 290.83%
¥aintenance MNeasuring Station 799
Gas purchased . '
(51,459,892 cu.£t.)

Taxes

B

Total operating 2203773
Total cost of service $3,606435
COﬁt;of gas at Taft T.009¢ per ¥ cu.Lt.

In the foregoing table interest has been allowed at the
rate of 9%, waich rate, under the circumstgnécs surrounding the business
of this company, is decme¢ t0o be falr. Tae zmount ellowed for deprécia-
tion 1s zascertalned as shown by Table No. II, The cgmpanyrs total
operating expense, amofinting %o $27,373.9Z, less the sum of $3961.53%, .
cha:gedbie tO'thé Bekersfield divisionm, h@s beex p:orate§ on tke same
basis used foxr the segregation of capital,\viz., on the besis. of &
crarge of 1.2422 per cent to the Taft sexvice. &n allowance of 2% on
investuent has been made for mairtenance of the measuring station at
Teft. The quantity of gas purchased by Californis Yeturzl Gas Company
has beexn coxpubed on the basis of the sales to West Side Gaz.Companyﬁy

for the year 1913, incressed by 17.8% estimated increaee;lconaump€40ﬁ
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foxr the yesxr 191&, vhick estimated smourt has been fu:tﬁé:‘increased
%0 provide for & loss of 20% in local dictridutiom. Under its contrect
with tle Standerd 01l Company, the Celiforniz Natural Gas Company pays
5¢ per thousand cubic feet to the owners of the gas welle from whickh it
receives its gas. 51,452,852 cthic feet of ges at the rate of 5¢ pex
thousarnd cubic fcet,;gméunxs to & total sum of $2,573.00, which the |
Celifornia Natuzal Gas Company will be. compelled to pay for its naturel
ges for the Teft servﬁée dnring the year 1914, on the foregoing basisc.
It appearalfrcm Teble No. IV; that the price tqvbé charged
by tke California Fatursl Ces Company foxr ite ges delivered to West Side
Ges Compeny should be 7.009¢ per thousand cubic feet. During the

yeex 1913, §,214,545,000 cubic feet out of a total of 4,802;7371000

cubic feet of gas sold by éalifornia Natural Gas Coxpany, wa.s sold at
thé rate of 7¢ per thousand cubic feet.

) The rete of 7¢ per thousand cubic feet for ges eold to the
Tiest Side Gas Compaxy 1s a falr rate for this Bervice, axd alsolyliﬁinatea
21l diserimization between the field conswsers end the Wegthf&é Gos Comg
pery. I accordimgly find, on the facts of this case, that 2 fair snd
reaaoh&ble rate Lo be charged to Weat Side Gas Compary, under existing
conditions, for maturel gas, is the swm of 7¢ pér thousend cubic_fcet,

on a Y-ounce pressure basis above li.4 pounds per sqpaxe'inch; atroe=-
pteric pressure. |

I submit herewitk the following form of order:

The Railroed Commission baving ixetituted, of its own
motion, an investigation into the rate charged for natural gas DY
CALIFORNIA NATTURAL GAS COMPANY to WZST SIIE GAS COEBMNY, and pubiic
hearings having been keld ir said proceeding, and the case having bemn
submitted and being now ready for declaion,

- TEE RAILECAD COMMISSION HERERY FINDS AS A FACT, that the
existing rate charged for natural gae by California Natural Gas Company
to West Side Gee Compeny is an unreasonable rgte, and that a2 fair and
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rezsonable rate for natursl gae delivered by Célifornia Natural Gas
Company t¢ West Side Gae Company is the rate of seven (7) cenis per
Thousand cubic feet of gas delivered wnder = four (4) ounce pressure
basie above li.4 pounds per sGuare irch, atmospheric pressure.

| Basiﬁg.its‘conclnsion upon the foregoing finding of fact
and on the further findings which are comtained ir tie opinion which
precedes this oxder, | |

I7 Ig EEREBY ORTEPED that California Yatural Gas Combany,

thin thirty (30) days from the recelpt of a certified copy of this
ordeé, establish a‘raxe of seven (7) centa per. thousand cubic feet
of gas delivered t0 Vest Side Gap Company, on & four (4)‘ounce pressure
basis &bovc 14,4 pounds per square inch, atmospherio pressure, and

Zile euch rate Witk this Commission.

The foregoing opinior and order are heredy gpproved and

ordered filed as the opinion ard order of the Rallroad Commission of

the State of Califoxrniz.

Deted at Sen Francieco, California, this ;T/ day of
May, 191%. |




