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Fred L. Seybolt, City Attoxmey, for Complainant.
George E. Whiteker for Defendant. :

TEELEN, Corxmiesicner.
’ OPINION.

The iesue im this case ies the rate o be ;harged for
natural ges delivered within the city of Taft. |

The complainant alleges, in effecs, that the city of Taft
is 2 municipal corporation of the eixth class; thet the deflendant 13
_ a~¢orporation engaged in the husiness of selling and\distribuﬁing
natural‘gas for heating, cocking and lighting purposes %o the inhabi-
tarts of the city of Taft‘and‘territory oontiguous thereto; that
deiendantnis a public utility; that at an election held in the city
of_Ta£$ on Novexber 11, 1913, the city of Taft transrerredvtO'the
Redilroad Commission the city's powers over'allkélasses.offpublic utili-
tieg; *het on March 17, 191%, the city of Taft adopted Ordihahge,No;ué;
estabiishing the rates o be‘éharged for gas delivered withizn the city’
of Taft during the year beginning July L, 1913 and ending June 30, 1914,
a copy of which oédinance ic attached to the compla&nz'and marked ;
*Exhibit B; thet prior to.said firet day of July, 1913, the defendent
comxenced an action in equity against the‘éity of Taft in the Federal

courts and secured ar oxder westraining the |city of Taft and its oZ2i-

cers from enforcing sald ordirance, pendente lite; that zin&ethe isoue
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- of sald restraining oxder, the defendant hes continued tb collect from
the inhebitente of thé city of Taft the raxcc-or charges in effect prioﬁ
to sald firet day of Jwly, 1913, which retes and chargee are set out in
& statement marked "Exhidbit C,* and attached to the complaint and that -
the.rates charged by dofendant are unjust and wnressonable.  The
corplaint concludes with a prayer that this Coxmigsion establish tihe
rate whick skall be charged by defendan* Zor gas furnished to the city
of Taft and the inhabitants thereos. '

Exhibit "B", attached to the corplaint, shows the rates for
gas which tke dity of Taft axtemptéd t0 make effective for the year
beginpning July 1, 1913. These rates are as follows:

Foxr the first 10,000 cu. ft.,

" n ong "

n " 3:6- ” "
All guantities over and above 30;OOOvcu.ft'37§¢\ LI
Yinimum CRAXEE e veernennennn ceenee ee...82.00 per month

Exhibit *C'; attached to the complaint, shows the rate at
Preoent being collected by the West Side Gas Company for gas supplied
. o the city of Taft and the inhabitanie thereof. These rates are as
followz;
For the £irst 10,000 Cueffecrecr.enes.$1.00 per X cu. £%.
% 2nd " seees &0 T
"oe 3pa " . 65 o
All over 30,000 cue fte.. secesse «HO " 7

M4 nimum ChATZCesevvosscennanns eesesess 100 pex month

The answex admits that defendant is charging the rates

epecified in Exhibit *CT, attacked to the complaint; denies that zny
of guch rates are unfair or wnjuet; and alleges that said rates are

falx, just and ressomeble, and 40 not afford the defendant other than
a falr, juet and reasonable return on its investment. The deferdant
prays that the complaint be dismissed and that ﬁlaintif! take nothirng

By its action..
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Public hearinge in this case wore held in the city of faft
on Yarch 12, 1914, and in the city of San Francisco‘on April %, 191%. .
Tkhe decision in this case hus mecescarily awaited the disposition of
Case No. 562, being this Commission's investigation in the matter of

the rete chﬁxged Vest Side Gas Company by Californis Natural Gas Cozpany
 for:ithe. gas distridbuted by the West Side Gas Company in Tait. The last
Rearing in the latter case was held in the city of San Francisco on Yay
1%, 1914, and the present procéeding is now ready for decision. Refer—
erce is'hereby made to this Commission’s decision this day rendered in
Case No. 562, for tke rate %0 be charged by the Califorrnis Natursl Gas
Compary for natural gas delivered o West Side Gas Company, vaich rate
hos been esteblished at the sum of T¢ pex thousand cubic feet of natural
geo delivered under 2 4-ounce pressure. basis sbove li.lL pounds per
square inch,atmospheric pressure..

Katﬁral zas was Lirst supplied for domestic use in the city
oL Taft, as the reeult::f an agreement dateld December 9, 1911, between |
the Californie Natursl Gas Compeny and Jogceph McDonald and J. G. McDon-
ald, wmder which agreemcnt the California Naturel Gas Company agreed -
%0 deliver to the McDonalde such maturel gae 38 they might sell %o

.,

domeetiqhzﬁalgndustrial consuzere in the towns of Taft and Maricopa
and their subuvxbs, at the rate of 25¢ pexr thousand cubic :eet; measuxed
oz 4 L-ovrce pressure basis above 14.% pounds per square inch, atmos-~
pharié pressure, with o discount,of 5¢ per thousand cvbic feet, in

case payments were made prior ﬁoﬂthe 15tk day of the calendar month
following that in which the gas was supplied. The NcDogald@;tEg?e-
after incorporated the West Side Gas Company, -ané vy assignmenx of
March;E,,lSlz, consented to by the California Yatural Gae Company,.
sesigned sll their rights in sald comtract to the Woet Side Gas Compsny.
The McDonalds and thelr assignee, the Weet Side Gas Cozpany, constructed .
a local distriduting system for the distridution and delivery of naturel’

ges in the towme of Taft end Maricopa and in territory adjoinimg to

Taft on’ the south, knoéhfas Boust City or South Tait. Ever'since the '
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early part of 1612, the McDomalds and the West Side Gas Company, their

assipnee, have been receiving natural gas from the Californic Natural
Gag Compery at wholesale, and have been selling it to customers in Taft,
Boust City and Maricope. |
Thie COﬁmission?a gas and electrical rate department prepared |

& careful inventory and appéaieement‘of the property of the Test Side
Gas COmpany, which appraiaqment wae introduced in evidence and marked
rRailroad Commission®s Exhibi# No. 1." Thic exhibit shows the estinmat-
ed original ¢os%, or the bdg}s of the prices odtaining at the time the
e&ztem was ingtalled, the deﬁreoiaﬂed reproduction value on the basils

this estimate of original cost, the estimated reproduction value new

£ the time of the sppraisal and the depreciated reproduction value
the vacis of this estimate, as follows:

TABLE XO. I.

Eotimated Depreciated Reproduction Depreciated
Qriginal Peproduction Volte Reproduction
ont. Value New VTalue

Lends $ 4,110.00 § 4,110 00§, u 110.00 § 4, 110.00
Generzl Structures 1,631., 1,27%39 1,530.99 ,195
Transmission Mains .

ard Equipment - 2,474,852 " 1,769.28 2,376.45 1;699;16
Dietribution Mains

and Equipment 7,360.88  5,263.02  6,261.60
Services 760.00 43,40 685.50
Meters & Regulators 4 539.15 3,63d.32 4,30 .33‘
Furniture & Fixtures 910.50 632.87
Shop Equipment 3 8.02 L283.51

<0¢k on Eand £2 % 45.82 :
Automobile & Motorcycle l,SS0.00 20.00 1 R o 620.00

Total , $23,960.00 @18,423.61 $22,351.16 §17,346.45

The evidence shows that the price palid féx the Weet Sicle Gas
Compary’s parcel of real property in the city of Taft was $2250 00,
instead of 54110.00. The evidence aleo\shovs that the unit prices wsed
by this Commission's experts for tranemiscion and dist:ibufion.mains
are in excess of the actual cost to the West Side Cas Company and in
excese of the zoney Thich 1% worle #ane at the present time to reproduce
the same. -

In view of the evidence on these points, T em of‘the'opin;on |
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that the values appearing in the following table may be taken to represent
a falr estimate of the value of the property %o de used-as tﬁe basis of
return in this proceeding. The table also chows the salvage value of the
property, its net deprecisble value and the depreciation annuity'neceasa-

:y'to e set azide, year by year, or the basis of retiring the entire

izvestment, less salvage, in %en years:

TABLE NO. II.

. Vet '~ Deprecia-
Value of Salvage Value Depreciable tion
Property Value - - Annuity.

Rezl Estate $ 2,250.00 & 2,250,00
Generzl Structures 1,631.91

Transmission Mains, etc., 2,3Zs. 4% 2,328.545
Eiszzibuxion Mains, etc., 6,261.60 6,;2%;80
Services S 760.00 .00
Yetere and Regulators 4,5;9.00 I,ESE.OO 2,954.00
Furniture and Fixtures 910.50 21.00 789.5C -

$

Shop Equipment 378.02 378.02
Stock or Hand 255.82 98.82
Auvtomobide ard Motorcyele 1,550.00 2,550.00

Totel $20,903.30 ¢ 4,594.00 $16,309.30 $'1.540-32

In the foregoing table the sinking fund mgthdd has been used
in sscertaining depreciation arnuity and the rate of-interesﬁ‘employed'
ie 5%. |

The foregoirng table shows all the physical property of the

- Weet Side Gaaz Compony withbnx any zegregaxion of the property devoted
tc the service of the city of Taft 28 distinguiehed fron th@t which i»
devoted tc the service of Maricopa.

.‘ The following table gkows an estimate of the property 4
devoted to the sezvice of Taft alone, together with a salvage value
the&eof, tle ret deprecizble velue and the depreciation annuity, the
salvage value, xnet deprecichble value,snd.dcpreciamion annuity being

ctimated in the manner;hereiﬁbefore indicated in comnection with
Teble No. IT:




TABLE WO. ITX.

_ Net T
Talue of Salvage Depreciable  Depreciction
Property Talue S

Reel Zgtete(Prorated) § l,SO}.SO. $1,503.60
Gereral Structures ‘ :
{(Prorated) ¢,090 55 79%. g
Transmissior Yains, etc., 2 ,32 ,328 5
Dist*ibu“aion ¥ains 262,60 6,261.60
Foedivas d Regul u- 3°8'go 5?8 %
Udeters an egulators 5 » . 2,
Farnliture and Fixtures >
(Prorated) 603.% 527 60
Shop EGuirment " 252.62 2
Stock on Hand " 184.27 5. 03
Anronobilc end Motoreycle .
. (Prorated) - 1,0%25.81 1,035.81

Total st,/ssz.}s $3.611.7u $1&,,9so..6"é $1,361.59-

In + e forego*n~ tdble, the proPerty used genera¢ly in thae
exvice to Taft _nd to Maricona has been proraucd on the basis of the
gaq'salea in 1913 in these two respective coumunivies.
. Thae follo%ing teble shows the Operaziﬁg expenses in connec-
. tion with the West Side Gas Cozpany's entire »uciness, including boith

Talt and Mericopa, as reporied by that company for the year 1913:

TABLE NO. IV.
Gas Purciased - $12,116.0%

Tronsniesion Expense $ 736.%0
Distribution " 3552.90
Commexcial " 2029.00
Genersl, OXficers Selaxry
and Expense 5569.55
Mipc.Gereral and Misc.Expense 5124 1 17,111.96

Taxes " | | 1,074%.7%
Total Expense  §30,302.7% .

The following teble shows the operating expenses of Teat
Side Cas Company Lor 1ts Taft zoxrvice alone, 28 reported by the company
for tae year 1913:




‘TABLE NO. V.

Ges Purchased $ 7,765.79

Transmiocsion Expense $ 7 6.50
Digtridbution " .92
Commercial * 2 295.6 .
Gen.0fficers Salary & Expense 3,29&.07
¥isc. and General Expense 3,674.99 12,465.0%
Taxes _ 10%.72

Totel Expense A $20,955 .55

The item "trazemission- expense, $736.40," includes the sum
of $300.00 which was expended on account of an exploded meter and
cearot be regarded as an expense likeiy t0 recur each year. The

cem "digtridution expense, $2160.92" includes an item for amiomdbile
expense, cmounting to $455.68, miscellaneous labor amounting to $519.34,
and other wmexplained 1tems. The iteml“commercialtexpenae, $2295;66,“
includes tne salary of Yies WeDoncld in the smowmt of $480.00, selary
of tte secretary, Mr. Ira A. Miller, in the amount of $635.00, and
mizcellaneous labor, amownting to $866.34, and certain items which have
2ot been explgined;- Only oze half of Micc McDonaldls salary should‘bé
allowed, for the reason that she is not continuously ocoupied as a
*stencgrapher™ or in any otnexr capacity, and Mr. ¥illerts salary saould
be charged to the gererzl officere salary and expense account. Tae.
next iten, general officers salary and expense, $3597.07," includes
automobile expense amounting to $59.C0, salary of J. G. HcDonald,
amounting %o 32‘78 15, sclary of Jooeph McDonald, amounting %o $272 55,
2nd salary of Ixa A. ¥illexr, amousting to 457,37,  The balance of
$6323.50 evidently represenus some. expense ©Of gemeral officers whick
has mot been itemized. The company itself has determined no longer 1o
/'ha.rge'a.ga;nst the Taft bueinese the salary of Joseph McDonald, whick
nas heretofore amounted 4o $3600,00 per year. His gervices are devoted
to otker busimess, and it is: clear that ro charge for salary on his
3000“39 should ve made. againat the Taft business. The,item Wm¢acellmnc- '

4

ous 2ad gene:a* expense, $367# o9, " 1nc1udea automobile expense amount—
.ng to $232.02 and salaries of employees, amowmting to- $60.00. The

remeinder of the sum is for items.which have not been*explained.
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After.;Higfﬁllynexamining,into\the evidence in this case,
I find that the total amountz_ﬁhich should be allowed for interest,
depreciation, opefa#ing expenses and meintenance and taxes are as shown
in thc”folloﬁing tdble=
TAZLE NXO. VI.

Intereat at 9% = $18,592.360c0cccn.. . 1,623.31
Depreciation Annnity(*dble III) 1.59

Total fixed chaxges $ 3,03%.90
Gas purchased(36,363,315 cu.Lt.@ T¢) 2, g**z A3 |

Trangmission Expense

Distridvution Expense 2,160.92
Commexrcial Expense 1,420.65
General Officers Salary and Ixpense %, 009.50
Miscellaneous a2zd Gen. Expense 2,488 70
Taxes 776.1%

Total Operating Expense $1%,3%7 .85
Total Expense - $16,872.75

PR
e g

In the above table, the item "ges purchased, 32535;45", i
‘the purchase price of 36,363,315 cubic feet of gas at the rate of T¢
per thousand cubic feet, this being the rate established iz Cagse No.562,
being this Commiazsion's investigation into the rate charged for natural
ges oy California Natural Gas Cozmpany. ' The to4al number of cubic feet
of gas is the reoult of starting with tke axount of gas sold by West
Side Gas Company to its Taft consumers, 1ncreased byll7.0S%, fhe egti—~
mated increase during 1914, and further increased in the amount of 20%
for losoe in transmission and dlistridution betweern the point of delivery
by C&&lf@fﬂia Netural uaﬁ Company and the conguwexrs' meters. Although
she loss of 20% -is upparently excessive, it i 1%.7% less than the loss
during the first 11 monthe of 1913. The loss iz partly accounted for
by tae carelessness of the town authorities 1n breaking gas mains anéd
eerviéu:&uring ptrect conetructiorn and grading. It canﬁotlbe assued
tzat the loes for 1924 will be 30 heavy.

The item "general officers dalexy and expense, $4009.60,®
and "miscellaneous én& general expense, 42L88.70," have been-aqcured
by préﬁaxing as between Taft and Maricopas on the basis of gaé sales
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during 1913, the items of $6000 and $372%.11, respectively. The
iten of $6000 ’or7§§§§%ers salaries and expenses includes the salary
of J. G. McDomald in tke sum of $3600.00, the salary of Ira A. Millex
amounting 40 $1800.00, and an eatimated item of $600.00 for expenses
for gemersl officers. The item of $372%.11, for miscellaneous and
general expense is taken from +the compan&'s lasg\annual feport to
this Commission.

From all the evidence in this case, I find that the rates

at present being charged by West Side Gas Coxpany tovits'customera in
*2e city of Taft ere unreasonzble raméarand thgz the raves ghown 1in
vae following table are faix,gnd reasondble rates for natural gas
supplied b§ West Side Gas Comparny t0 its customers within the city of
Taft and showld be estadblished by tkat compsay:

TABLE ¥O. VII.

Fixst 5000 cu.'ft. per zonth: 70¢ per X cte ft.
Next 20000 "

Next ' 50000 * "

Over 75000 ™ " v

Yinimumw charge $1.00 per month per metex.

The estimated effect of the foregoing schedule of rates .
‘resulting from the gpplication thereof to the businees of the Weot

Side Gas CompanyAin the city of Taft ie as follows:

TABLE NO., VIII.

Percentwge’,
oo L. Conpumers  Percentage Amount Rate Revenue
Affected Consumntion of Gas

1ot 5000 cu.ft. 85.86%  38.85% 11,772,623 70¢ § §,240.20
Vext 20000 n 13.08% 39.19% 11,875.652 50¢ 5,937.83
Next 50000 " B4 12.71% 3,851,581 35¢ @ 1,34E.02
Ovexr 75000 " «22% 9.25% 2,803,006 25¢ 700.75

| 100.00%  100.00% 30,302,763 $16, 227.40

Excess Gue t0 Dinimum | | 662,27 _

Total Ecrnings J o $16,S&9.67




, I+ will thus be observed that the actual revenue 1o be
derived under the new rates will be slightly in excess of the total

expense which hes hereinbefore been fownd to be feirly chergesble 1o
“he brsiness of the West Side Gas Company in the city of Taftl.

The éomplainant, at the hearing, drew thé Commigsion's
attention to the pragctice of the Test Side Gas Company in connection
with the charge of deposits from its customexs. Whlile this matter
was not formally in isgue, both parties agreed that while a formal
order snotld not be made on this subject, the Commission might suggest
%0 ke defendant the proper way of handling this questiom in case
she Commission should xeach a conclusion fhereon. _

The evidence ahowé thet although it 43 usual for the compeny
<o charge 2 deposit of $5.00 from each customer, certain of the carlier
customers have never paid such a deposit, and that in othexr caves &

_ deposit in excess of $§5.00 has been demanded. The city complained
that it did not seem falr 4o charge = deposit of §5.00 to & customer
whose bill mey not run higher than 41.00 per month. The City Attoraney
frazkly staved that because of the conotantly changing population at
Taft, 1t is necessary to adopt some measure to protect the Gas Company
azainst persons wao come for only & short while and then go away with-
out paying their ges bills. The City Attorzey clearly saw that lodses
of this kind must be met by “he otheé\goneumers and. that the Gas Company<za

i entitled-to protection in the matier, in view of the circumstances
surrounding the service of gas at Taft. On the other hand, the only
Justifiable purpose of demandiﬁg a deposit is %o insure thg payrent of
a mponthts bili in advance, and the deposit zhoﬁld not ve larger tﬁan

s purpose warrants. The Commission accordingly suggegts to the
West Side Cas Company that it divide itsyconsumers into general clasaes,
in sccordance Witk the character of the service rendered, end that as

£0 ezch of these c¢lasses, it ascertalin an average month's Bill over the .
period of one year, and that henceforth it charge to each consumer in a
particular class o deposit in advance amounting to the sum 0 ascertained

The company must treat all cusiomers in & particuler class alike, eo-that;»
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there Wwill be no discrimination. Those consumers who at present have

zo deposit should pay the amount ascortained for the class in which they
may £ind themselves and those conswmers Fho have paid a deposit in
excéea of the amount feund for 4their particuler clzss ghould recelve
beck the excess deposit which they have pald. In tkis way, the company
will e properly protected, but 1%t will not be in the position of

demanding an amount in excess of a proper deposit, and it will also

avoid further discrimination.

We suggest that the coxpany prepare a plan in aceordance

with this suggestion and that it present the same to this Commigsion
for i¢s spproval.

I pubmit herewith the following form of order:

Public rearings havizg been 2eld in the above entitled
complaint, and the case having been submitted and deing now rea&y for
deciszion, |

TEE COMMISSI ON EERSRBY FINDS AS A FACT, that the retes wiick
the WEST SIDE GAS COMPANY is charging its consumers of natural ges in
the ¢city of Taft are unreasonably kigh, and that the rates tereinafter
set forth sre just and reasonsble rates to be charged cald consumers.

Basing its conclusions upor tke foregoing finding of fact
and on the otker findings whick are contained in the opinion which
precedes thie orxder,

IT IS ZEREEY ORDERHD tket West Side Gas Compeny be and the
same 45 hereby dirccte¢ to estadblish within thirty (30)days from the
receipt of a certified copy of this order, the following rates o be
charged for natu:al gas to its cusiomers in the city of Taft, appli-
cable to all consumers.

Tirst 5000 cu. ft. per_ month 70¢ pcr lOOO cu. i«.

Next 20000 "

Next 50000 " " " 35 " "‘ "

Over 75000 LA " 25¢ " " "

Minimum charge $1.00 per month per meter.




AND IT IS FURTEER ORDERED, that West Side Gas Company,
within tRirty daye from the receipt of o certified copy of_this ordex,

file with this Commission said rates, in compliance with this oxder.

The foregoing opinion and order are hereby approved and

ordered filed as the opinion and orxder of the Railroad Commission of
the State of Califormiaz.

Dated at San Francisco, California, this ozzéﬁﬁay of
¥ey, 191%.

P

R4
Commipssioners.




