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. DECISION 0.

BEFORS TES 2ATLROAD COMMISSION OF TEE SDATE OF CATIFORNIA.

s
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L

In tke Matter of the Applicetion of )
soutnern Counties Gas Company, & )
corporetion, for an order suthorizing )
the increese of its gas rates in the )
ity of Orange and for the consumers ) Application N0.1575.
oL tic petitioner outside of the City )
of Qrange and 4in territory adjacent )
thoreto. 3

Le Roy Y. Edwards for Petitioner
Eartwick & Pearce for City of Orange
E. J. Marks Zfor City of Fullerton
Zomer G. tmes for City of Arshoeim
G. H. Scott for City of Santa Ans

LOVELAXD, Commissioner.

" QOPINION

Thiz i3 an application by Southern COuntiés
Compenry of California for autkhorivy to increase rates
ges in th¢‘City'of,Orénge;

Southern Counties Gas Compeny of Californis was
organized on Februery 24, lQllrand subgoquontly scquired
by vurchase the folloﬁing gas properties in ILos Angeles 

end QOrange Counties:




TABLE I

PROPERTIES ACQUIRED BY SOUTHERN

COUNTIES GAS COMPANY OF CALIFORNIA

From Whom Acouired

Piedmont Gas Company
Covina Valley Ges
Company

Southora Califorria
Zdison Company
Southern California
Edison Company
Orange Cownty Gas
Company

Date
of Turchase

Location of Properties

April 1, 191X

April 1, 1911

April 1, 2191
April 1, 1911
April 1, 1911

Konrovie and Vieinity
Covine and Vieinity
Whittier

Santa Lna

Qrange, Axnaheim and
Fallexrton

The gos properties involved in this proceeding are

locatod entirely witkin Orange County sand include, in addition

to 2 gas manufacturing plant in Santa Ana, whick is 00t now in

use, and a higk pressure transmission system connecting the

several commuunities served with the source of natural gas

supply, distridution system in the Lfollowing named cities and

towna:

TAELE IT

CITIZS AND TOWNS SUPPLIZD BY SQUTHERN COUNTIES GAS

COLDANY OF CALIFORNTA IN ORANGE COUNTY.

Name

Sants Ans
Orange
Ansheim
Pullerton
Garden Grove
Dustin
2lacentia

Clazsification

City 5th Cleass
City 6th Class
City 6th Class
City 6tn Cless
Unincoxrporated
Unincornorated
Unincorporated

Betimstod
Population

12,500
4.000
3,500
3,000
1,100

900
700




The present rates in effect in Orange County are

shown in Tadle III.

TAELE III

RATES FOR NATURAL GAS
IN ORANGE COUNTY.
(SOUTEERY COUNTIES GAS COMPANY OF CALIFORNIA)

SCHEDULE "A™

applicadble ©0 netural gas f£for "all ordinary
domestic consumption and for Lindustrial consumption
kaving poelr load denmsnds.™
Effecvive in the Cities of Santa Ana, Orange,
Anaheln and Fullerton and oz intervening Couwnty Roads.

Firet 10 K Cu. Ft. per monta 754 por M.
Next f Cu. ¥t. per month 704 per i.
Next 5 I Cu. Ft. per month 65¢ per il.
Next 10 I Cu. Ft. per month 50f per I.
Yext 10 U Cu. P%. per month 55¢ per il.
Next 10 I Cu. F%t. por month - B0g per .
Text 20 ¥ Cu. Ft. per month 45¢ per L.
Yext 30 X Cu. Pt. por month 40¢ per Y.
Next 530 If Cu. Ft. per month 35¢ per M.
All over 200 M Cu. Pt. per month 304 per M

Minimun monthly charge:50¢ per mever
in Cilties and $1.00 per meter in un~
incorporated territory.

SCHAEDLLE mB7

Lpplicadle Yo natural ges for “industrial consumption
Without peak load demand”,
Zffective in all torritory served in. Qrenge County.

Piret 10 I Cu. Pt. per month 75¢ per 1.
Noxt 10 X Cu. Pt. per month © 40¢ per .
Next 10 X Cu. Pt. por moath 30£ pexr .
Y¥ext 20 I Cu. Pt. per month 204 per M.
411 over 50 I Cu. P4. per month 15¢ per 1.

Linimum monthly charge: 50¢ per meter
in Cities and {1.00 ver meter in un-
incorporated territory.




SCEEDULE "C"

Lppliceble to natural gae "for all gas engine
power™.
Effective in wll VTeorritory served in Orange County.

Straight Rate 304 per U.
Minimun montaly charge: 504 per metor
=N

ia Cities and $1.00 per meter in un-
inecorporated territory.

SCEEDULE "D"
(Mustin Rate)

Applicable to natural gas "for all ordinary
domestic consumption and Lor industrial consuaption
haviag meak load demends.’’
Effoctive 4in 2lacentia, Garden Grove, Tustin
and on County Roads adjacent thereto.
Pirst 2 M. Cu. Pt. per month 100¢ per M.
Next 3 . Cu. Ft. per month 804 pexr if.
Next 10 M. Cu. Ft. per month 75¢ per .
Nex%t 15 M. Cu. F+. per month 60¢ per M.
Yext 30 . Cu. Ft. per monthk 504 per .
Yext 40 . Cu. Ft. per month 40¢ mper M.
Yext 50 M. Cu. Ft. per month 354 mper M.
A1 over 150 M. Cu. Pt. per month 304 ver .

Ainimum moRtkly charge: $1.00 pér noter.

Detitioner's present application econtomplates in-
ereasing only “he rates now in effect in the City of Orange
as shownlin Schedule "A", Tadle III. The rates wilekh
petitioner asks authority %o establish im Orange are the
same rates now effective in certain waincorporated territory
in Orsnge County as shown in Schedule "D7, DTable III.

Tatil sbout ifay, 1914, the people of Orange wore
supplied with artificlel gas from petitioner’s ges manu-~
facturing plant ot Santa Ana through o high pressure line
which also suppliod the Cities of Ansheim and Fullerton

and certain wincorporated towns and rural territory.




At that time the trarsmission system of petitioner consisted
of 8 4 inch line oxtending from Sante Ane in a north wozterly
direction to the City of tingheim and from Ansheim a 3 inch
line extended on to Fullerton, thero commeeting with & 2 inmex
lino wkich supplied RPlacentia. The ratez in Orange Lor ar-

Tificlel gas,.es fixed by the Commission in Applicetion T0.380,

Were §1.22 por 1,000 cubic Zeet for the first 10,000 and £1.00

per 1,000 cubic foet Lor oll gas used in oxeecs of 10,000
cubic feet mer mozntn.
Lovarextly potitioner oxntercd into serious nogoti~

ations Lor the purchase of o sﬁpply o2 natural ges during
tae latler part of 1912, end on Novembor 17th of that year
it entered Into ez agreomont with the City of Pullexrton wnloer
tho torms of which agrecment and in consideration of “ho City
of Fullexrton not instelling a municipsal gas distriduting zys-~
tox, petitioner odligatod Ltself ©o have natwral gos rezdy
Tor diztridution to +the inngbitantz of 4hat civy "within
rinety deys from the 2lst day of October, 19137, Dotitioner
furthor agreed to

Tuse itz bost endeavors to cocure a sufliclont Supply

of natural gos Lfor distridution to the c¢itizenz of

the City of Fullerton: that 4t will wpurchaso zeid

gas from whatover source may be availoble, and as

long as seld supply lasts will, 41f 4t iz possidle

for the Lirst party to secure said goe, distrivute

the same for sale to the citizens of the City of

Mllexrton™.
IV 1z further agreed that the said natural gas

"will 2ot be mixmed with artificial ges, and will

contalin tho bost possidle number of neat units

to the cubic Loot thereoos™.
Tho price at whick netural gas 1s to e 2o0ld in %ho City o
Fullerton skall be,-

"pot more then the sum of soventy-Live coxts (75¢)




per thousard cubic Leet for gas used Lor domestic
purposes and that by and witk the conszent of the
Roard o2 Trustees 02 the City of Pullortor a rea-
songble reduction from the yrice for gas used for
domestic purposes will be made for gas used for
nenufecturing and industrial purposes”.

The agreement referred to further provides
"that ot no time during the life of thlis agreement
will the party o2 the first part charge its con-
sumers more than the rate hereinbefore specified
for gas sold in the City of Fullerton, unless a
rete in excess thereo? is fLixed by the Board of
Trestees Or other rate fixing body reving Juris-
dlevion %0 fix rates in sgid City".

Heving obvtained assurance of at least its initial

srzet and forestalled the installation of a municlipal dis-
tribution system by the City moesrest the matural gas Lields,
retiticner proceeded to secure & supply of gas sufficient
for itz needs.

Barly in 1914 srrangements were mode b& petitioner
2or o supply.of nstural gos Lrom the Qlonde olil fields and
on Jeauery 23, 1914, one. A- S. Bradford, asscigned to pevi-
tionmer his contract with the Petroleun Dovelopment Comvany,
which contract was dated January 15, 1914, and provided
substantially as follows:

(a) Petroleum Development Company agrees 0 oSell +o
A. 3. Bradford and the latter agrees T0 purchace and
receive from thé Lormer daily fLor ZfLive years zll nat-

ural gas which Petroleum Dovelopment Company "has €0

spare and desires to dispose of up to 1,000,060 cubie

feet wer day of 24 hours™. A. S. Bradford is given
£irst right to purchace sny natural gas in excess of

1,000,000 cubic feet per day which FPetroleum Development




Company "desires to dispose of".
{(b) Petroleum Development Compeny is obligated to
sell to A. S. Bradford -

"oxnly the gas it bes gvailable, after retain-
ing all that is zecessary for its requiremeonts
of every nature, 1t belizg thoe sole judge there-
of: which ghall include the pumping ¢Z water,
and topping, cleaning or refining its gas and
0il, by itself or through any third party:
also gas for its employees and others living
upoa i%s property and wpon tiae property of
the Atchison, Topeka and Senta Fe Ralilway
Compeny. including the depots at Olenda and
Richfield"”.

(¢) Gas 1s to be measwred by & meter furnished and
maintained by Petroleum Develoyment Comnaony and the
volume o gas iz To be computed on & four ounce basis
at an sltitude of 530 feet sbove sea lovel at 60° Fahr.
(&) 4. S. Bradford sgrees to furnish and imstall gas
engine and booster pump to be located on Petroleun De~

velorment Company’s premises, seid engine and ypwap o

be operated by Petroleum Development Company's employees

free 02 charge.
{e) 2Bills to be rendered by Petroleum Develompment

Company by R25th of esch month.
(£) 4. S. Bradford sgroes %o take the gas ~

"in its regular and wniform passege and moasure-~
ment varough the meter eack hour of the day
without inverruption or dreak, up to the epec-
ified daily limit, and v¢ pay for same at the
agrocd price heveinafter mentioned, and no
¢laim that the contractor ic uzadble to dispose
0f the whole 0f the gas so delivered or offer-
ed, shall be & valid objection o such agrecd
full dolivezy”.

(g) Deliveries of gas %o begin as soon as the pipe line

- 0Z A. S. Bredford has deen leid end comnections made




"out in eny case not later than Mareh 15, 1914".

Life of contract ic fLor Zive years with buyers“0ption
of renewel for another like period.
(p) Price of gas furnished under thiz agrocment -
"shell be eight cents por 1,000 cubic feet for
~ the f£irst five years of this sgreement; if
skhe contractor, hic successors or sszigns
shall elect to exorcise his or their option
for a second meriod o five years, as pro-
vided iz section seven hereof, the price
shall notv be lecs than eight cents per
1,000 cubic feet™,
(4)  Contract may be aésigned 1% the assignment 4is
satisfactory to and accepted by Petroleum Develop-
ment Company.
(5) At expiration of contract purchaser of gas iS
$0 have thirty days in whick T0 remove his properiy
from lands of Pefroleum Development Company.
On Pebruary 18, 1914, the Zoard of Tructees of the
City of Sonta Ana pacsed and approved Ordinance Fo. 568, fix-
ing the price at which natural gas should be zold to the in-
habitents of that city at seventy~five cents (73¢) per 1,000
cubic feet for "eny and all 1llumineting and heaoting purposes”
ard also Tixing the minfimum charge at £ifty cents (50£) per '
mornth. This ordinance also provides "that in the event the
Tailure to supply natural gas extends béyond thirty days"”
then the price at which artificisl goc skhall be sold zkall
not exceed $1.00 per 1,000 cubic feet.
On February 18, 1914, petitioner filed with this
Comigsion, comecurrently with a soparate application for

autkorization to issue additional bonds for the purpose of

building pipe lines to convey notural gas from the oil fields




"to the Town of Qrange and other localities”, an application
0 ckaerge & rate of 75 cents per 1,000 cubic feet for natural
ges to be distriduted by petitioner in Orange. This appli~
cation here referred %o sots forth smong other things:
"Maat & rete of 754 per one thousand cubic feet of
natural gos is a Lair rave for sald Southern
Counties Gas Company of Celifornis t0 charge Ior
natural gas for domestic purpozes within the cor-
porate limits of said Towa of Crange,and vhat the
Board of Trustees 0Ff zaid Town of Orange have
duly passed resolutions stating vhat caid rate of
754 per one thounzand cudic feet of natursl gas
for domestic purpozes is a reasonadle rate and
satizfactory to ssid Board of ITrustees.”

As further indicating the plans of potitioner for
securing a market for itvs natural gas and as chowing thae
understanding betwoen potitioner and the several communities
8z to the price at which thisc commodity would be zold, I will
guote from o report doted May 13, 1514, by William 4. Baehr,
Consulting Engineer 0f Chicago, upon the properties and -
business of petitionor, in which report, sfter referring to -

the Fullerton ogrecment and the Santa Ana ordipence hercto-

fore mentioned as providing for seventy-Zive cent gas, ir.

Baohr says:
moxmmk angd the Company at the same cime'voluntarily

agreed to furnish natursl gas to the cities of

Orange end Lunaheim at the same figure, 2zd ¥ Garden

Grovo at $1.00 per thousand cubic feet.”

A careful consideration of the facts above roferrod

t0 adnits of no other conelusion than that the present v
lwum rate of 75 conts per thoussnd foet of natural gas s0ld
in the Cities of San%e sns, Qrango, Ansheim and Pullexrton
was errived at by petitioner affer an exksustive in#estiga—

tion of the entire subject, end thet ac o result of such




investigation petitioner sgreed vo estadlish such meximum’
reto notwithstending tho Fact that it was well knomn to
pevitioner that the‘intfoauction of naturael gas would be
followed by & tem@ora:y loss, voth in the quadfity oflgaa
014 end in the‘revenue t0 be obtaired. That a temporary
1oss wes enticipateld is evident Lfrom the Lollowing svete-
meﬁt waich appears”on Fage 282 0% lIr. Baebr's report:

™ The smownt of business which the company obteins
will depexd in a grost measure upon the vigor :
with which it is sought. It is extremely 41ffi-
cult to forcast what amount of ges will be sold
during the coming yearc. In the estimate of the
consumption of gas per mever per snnum for &omestic
purposes it has been estimeted thot this consump-
tion would be lower temporarily, dut that 1t would
rocover within a compsratively short time, and due
t0 the necting load which will be acquired by
recson 0f the lower mprice and inereased quality,
will eventuclly exceed the present consumption.”

-

A cupplj of naturel gas having been ébtcinea, a
market socured gnd the price. for that portion of Yho supply
walich was vo heo consumed by wractically oll of the comsumers
then cornected, zaving neen fixed'by'ordinance and sgreg~
ment ot a fizure which petitioner itcelf nod proposod, neti~

tioncr prococded to commect vhe supply witk its system.

4L 6" high prossure line was comstructed Lrom tho Olinde gas

L6014 40 Lnaheinm, at whaich ypoint it feedz potitioner's
Orango’Connty,sjstem. Teis line Lg 8.7 miles.in length
and was laid 2t & cost of $22,995.00. It wes completed
in Lpril 1914, and the &elfv@ry oL gas commenced in‘Mh .
Duo,td insufficioht well prossure to a&équaﬁcly
kendle the noclk losd, and tho LTect thet thoe draft on thiz

L4018 eould 0ot e incroasell witnout interforeonce with




04l rumpning operations, it wac docmed necesszary to ovtaln

an additional suppliy. Concurrently ¢ nuvmber of laxge
industricl consumers wore socured co that it was decided

o build 2 line £rom.vro Coyovo Hills Fileld.  Lecordingly
or Nowvember 18, 1914, o convract was entered into voetween

Zurphy and Dillon and Southern Counties Gas Company, where-

vy the Tormer agreed to suﬁply neturel gas to bo produced
from the wolls of The Standard 011 Compeny at o minimum
pressure of 100 pounds por sguare inck, to an amount not
to exceed 2,500,000 cubic feet per day, the minimum being
500,000 cubic foet por dey for the £irst six mon%khs, 4ne
croesing thorosftor to 1,000,000 cubie Leot after the
firzst year of the contrect.

The contract provides that:

"Zhe point of delivery of ell of the gas
sold by trno sellers and purchased by the buyer
oreurnder chall Do ot the Tterminus of the sel-
lers’ pipe line at the north line of Common-
wealth ivenue, immodiately adjoiring itz inter-
gection with tae center line of said Section 51,
Towvmshiy 3 Soutkr, Range L0 Test, in the County
of Orange, State of Califormia.”

. Tkis point is some threc milos souta of thoe gas

field and tae intervoning pive line is owmed by the sellors.

TLe part of thiz tramzaction thoe cellers will
advance t0 {iae dbuyer funds or tko eguivalont in mator-
fzles ot current market m»rices witia waick the duy-
er is to install itz own six inch gas line from
tho invtercoction of the center lizno of =s2id Scce-~
tion 31 with Coxmonwealtz Lvenue to the City of
2 lerton, California, ell of which advances the
ouyer will repay t0 tho gollerc on or before the

et day o2 July, 1915, together with interest at
the rate of 7% per anmnum from date of advaonces
and to roprosent sald indebitedress the duyer
sholl make, execute and doliver to tho sellors




ivs proxficcsory noto or notes in suca Lorm
25 the sellors may reguire to e secured by
o pledge of $35,000.00 face value of the
bugexr’c three yeer gold motes secured by
zortgege wpon all ol Lts assots axd proporty.”
Tals portiozn of the linoe, 3.6 miles in lexngth,
was constructod vy potitioner at a cost of £12,356.15.
The gag i measured at tae field, at waich point
delivery i mode, at 2 rate of 10 ¢ente per 1000 cubic Lect.
Subsogquent tq the execultion of this agrooment
and on Anxil 15, 1915, potitioner executed g contract with:
the same partics, Llurphy and Dillon, wWaoreby vetitioner
agroee to transmit gas over talzs line for 3&10 to the
Anghein Suger Company Zfor which soxrvice uoti Loxer ic ro-
Imbursed at tkhe rate of 1-1/2 cents per 1000 cubic fect.
D0 render thic sorvice, petitionor was compoelled to Huild
some 5,700 feoot of siz inch linme. |
Under tho two contracte for purchaze 0f get hero-
tofore alluded to, potitioner is obligeted o receive and
pay for | |
(Unaer‘tho Brodford contract) - A1l excess Zas up
to 1,000,000 cubic f£eot »exr doy, and
| 2. (TUzder +he Murphy-Dillon comtrect) - 500,000 cubic
- fect incroesing to 750,000 oxn July L, 1915, and 1,000;600
on January L, 1916.

Undor actusl overavting conditions the minimwm

wndexr tho Lirst contract avorages 600,000 cubie Leot, 350

that the avercge totel mingmun ot procent ic 1,100,000

increacing az aorotofore notod.




Yetitiomer clainms an investuent in Orange Comnty
on Pebruary 1, 1915, of $484,829.83 of whick {62,685.92 13
proreted to the City of Orenge. Tho prosont or aepteciéme&
value of tris latter igvestment, waick Ls claimed tb bo

]

$61,914.24 made wp as follows:

DLBLE IV
STATELIND BY

SOUDEERY COUNTIES GAS COLRANY
OR INVESTIZEN D 220Z4TED 70
DEZ CITY OF CRUNGE

Rercentage Sacis Amount
2rorated of Prorated
Intengivle: ©o0 Oranpe  Sceregation  to QOrange

1. Orgenizetion Experso 7.4% Iavestment o 1,561.47 .
2. Development Expense 100. % Orange only 2,150.29
Acerued Defieit) : S .

Lengidvle:

%. Real Estate Crange oxly = 1,367.8%
4. Disvridution Systenm " " 27,457 .27
5. Locel Jransmizsion L v " 833.78
6. Natursl Gas Linec 54 Meters 479.90
7. Primory Trensmission .
Line " - 459.55
8. Sarte JSxne Gas Plant ete. y/ . 914.76
9. Distribution Eguipment % " 1 291.62
(Soutzern part of ~ ‘
territory orly)
20. Gozerel Q0ffice Furniture .
and Pixtures : 8.5% 197.72
(Butire System)

Totel Investmont 5 61.914.24

"hile tzo above tabulation Ls clsimed to ropresent
the investment of petitioner in commection witk gas servico

supplied to the City of Orange, it i obvious thet the ‘total




LJ
o

figure of y61,914.34 iz in reality an octimate of the cost
to reproduce lesc an estimated accrued depreciation, the
daslec figure having boon ovtained largoly from veluation
reports heretofore mede of petitioner’s pronerty.

weilo I do not feol that 1t iz nocessary et this

!
vime o go Into extensive detall rogarding the imvestmont

necessary vo serve naturel gas within the City of Oronge,
I dogiro to call attention 4o the fact that the moihod of
prorating used by potitioner cannot dut rezult in on waduo
burden being placed on the conzumers 0Ff gas in that city.
2o make tric point clear I will rofer to Items Xo. 6 and
No. 7 {m-Table IV. These ges lines and “transmission
1lines reprosenting,sccording to petitioner, a joint ine
vostmont of $68,548.38, Quring the poriod from July 1, 1914
o Iexcz 1, 1915, supplied the City of Orange with only
?.799,000 cubic feot of natural gos out of a.totel of
155,970,000 cubic feot sold im Oramge County. © Notwith-
glonding toe Lact that petitioner's patrons in the City
of Orazge consumed only 5.7 of tho ges transmitted through
Yhe lines refoxred to, 14.5% of tho total cost of the lines
are prorated to Orange on the method used.

dxothor point worthy of mextion is that, notwith-
cvanding vho fazet thet, under tie provisionsnof Ordinance
No. 568, pasced by the Boord of Trustoes of the City of
Sente Axs oz Februwary 16, 1914, by thao terms of which poti-
,tigner iz roguired to maintain a manufactﬁring vlent for artvifi-
cial gas in that city, 14.5% of the cost of tho Sexta Lna
plent ic profate& by petitioner to the City of Oraﬁge. It

would gproar that,




insofar,st least az the torritory zerved by metitioncr out-
ide tze City*bf'Santa'Ana iz concernod, tzat the wnroczent
Sonta fme plant 15 not necescary at thic time, and that it

would e more proper Yo amortize the romsining value of

“2et plant over & period of yoars than to atteapt Yo mein-

Vein it to provide for the rather remote possidility of -

continued Lnterruption of thc tranmission eystem.

Tzerc are other rather important guestions poxe
taining to the segregotion of capital to Orange, which
£t w11l be necessary to concider before o “iual rate is
fixod Zor that eity, dut whick I will not attempt to discuss
& vhis <Sime.

éhe cost of sexvice supplied in tho City of
Orenge for the meriod of sovon months‘ffam Ju;y 1, 1914
Yo Februery L, 1915, is estimetod by petitionor 1o be oo

follows:

TASLE Y
SOLOmEYT BV
SCUTHIRY COUNTIES CAS COMPANY
QF_CCST OF SIRVICE IN ORANCE
July lst, 1914 to Tebry.lat, 1915.

Cozt of Cas Delivered . v 1T840
(6,359,000 cubic foet)

Cost of Transmission 90.03
(5.5% of T0tal Exwense)

Cost of Distribution in Orango G37.87
(Actual) '
Commexrcial Zxponses in Orange 892.24

(Letual)
General IZxpenses 316.46
(8.5% of Totol Gemersl Expenso) ‘

Tazes (Prorated on Investmont Bacis 564.64
inortization of Bozd Dizcouns 284.90
(Proratoed on Invostment Zazis. o

74K of Dobal '

Jotel Zxpense exclusive of
Depreciction (Cerried Forward.)

-1 -




(Cont'd.)
STATZIEND BY
SOUTEERY COUNITIES GLS COMPANY
QF COST CF SZR2VICE 1IX QRANGE

July lzt, 1914 %o Tobry. lst, 1918

Srought Torward
Rotal ZExpexzce oxelugive ,
of Deprecciction v 4,559.65

L

8. Dewreciation et 5100.00 mor month 700.00

Totel Expence Y 5,259.65.

The total gross revemue from the City of Oramge
for the samo poriod covered by Todle V is'reported as
+5,000.84.

Petivioner's svutoment as to cost of sorvice in

subjeet o mueh the same eriticism a3z iz the

of investmont cet Lorth in Zadble IV. 3By the
vetlitiorer's method of pro*a ing the seveoral items of
exponseo, the cost of service in Orange i1g mede to appear
much alghor than 1t wuld be if o more equitable basis
of sesregation nad been used. or exemple, the itom
"Rexes™ has beon prorated on an investment basis whex,
ez g mattor of Lact, taxes are now, mmd asve for a
number of years paet{ bee%Jpaid on the basis
revenue. On & proper bvasis, and at the rato effoctive
for tho poricd covered by petitionmer's stateq?nt, thoe
vexes applicable to petitioner's busino;s in the City

of Crange could not nave exceecded 4409.21 as compared




itk petitioner's sogregation of $564.64 for trhis Ltem.

The item "Genorsl Exponse $1,316.46" appears very

nign in comparizorn with the othor expexcses involved, bo-
ing more trhan 35% of o total of Items To. 1 to Xo. 5,
incluzivo,and practically 55% of the {tems No. 1 to No. 4
inclusive. = This item of oxpencc may, however, be Jjust-
ified ﬁpbnlfnrthor’investigation.

The item "Amortizatiom o2 Bozd Discount, $284.907
hzes 0o place in ex oporating oxponso statement, inasmuch
as it iz éSSOntiaily a part of the cost of cbiaining
money to be considered anmd provided for, wher mroper, iz
the rato of roturn vhica 4Lz aXlowed.

Ttem No. 8, "Deprecistion at {100.00 por month,
$700.00", waile poscibly Juctifiablo on o "depreciated
value™ theory, waich contemplates a corrosyonding de-
duction from capital in dotormining anm oquitable basiz

mting & proper rate of return, is much too
nigh on the basis of value sot forth in metitionor's
stetoment of Investment az shown in Tadle . o=z
Petitioner’s asis oL investmont, a wropor denreciation
ennuglly should be provided by o sinking fund wiih
interest at, say 6%. This method would result in an
exnrity not to execood $486.00 for “re Sovezn months.

Taese cdjusvments alone which are only tontative, would
reduce tae total expenze,less dewprociation, tb $4,154.52.
leaving $846.52 for interost and demreciation. Obviouwsly
the emount thus aveilable ig less then it should reason-

ably bo after cufficiont time has olansed for the rovenue




to ogoin becoms mormel. On %he othor hand it iz probable
2ol wiva o careful scgreogation of the costs proverly se-
slignable té gervice in Orange, the halance gppliceble to
intorest and depreciction would be grooter thon the sum
above meontioned. iz él;o o e ézpectod that. with
retuins for & Lull yoars operation upon a naturald ges besis,
thc gross revernuo will ﬁaxerially increoace and o corroe-
sponding increase in xet carnings will be rozlized.

Anotaexr fector of great immortence in its
ox the coct of service, iz the excossive logs which
nerotofore oxistoed, due to inability to diswosc of tho
gas supplied iz cccordaxnco with comtraoctwal minima. It

S To be ezﬁoétcd that 2 considerable roduction in this
waste will result Zrom tke improvement in load factor due .
to inereased irdustrisl sales.

Consideretion must bo. given ©o tho offects of
tae growthr 0L the industriel loal otker than the reduction
of losses. In any case in walck the zale nrice excoeﬁs
cost of gaz vlus ordinary losses, thic class o2 business
obviously roducos the cdst 0L sorvicoe. It noy roturn

even lese thon thic ond st41l have %ko some offoct, pro-~

vided thet It utilizes only gacs that would othorwise wasto.

One contract which potitioner hos scewoed which
will ave o nost docided effect on 1t3 rovenue, i that
for troncmisszion of gas to the Anghein Sugar Company,
heretofore referred to. Dotitionoer estimates a2 not ro-

turn from this comtract of £4,740.00 inm 1915, over and

.

ehovo opeorating oxponses and losses. A Yotal ostimeted




invostment will be roguired %o supply tais load of Q&,SGV.OO, |
of whick some $2,700.00 is usoful and necossery in augmenting e
transmissior capacity.  Toking fixed costs at 10% of tho
balance, we nove g net »rofit of $4,523.00.

In order to detexmine tze effect which tho intro-
duction of natural gas and tho roduction of ratos 2oz had
upor petitioner’s bdusiness in Orenge, snd whother ox not
tze presont conditioms, ac pointed owt by petitioner, mey
be considored as pormanent or only of s tomporary nature,
Toe following exalysis haz boon made covering the meriod

froz Lpril 1911 to and including March 1915:

74212 VI.

OP=RATING STLRISTICS
SQUTEERN CCUNTIZS GAS COM?ANY
OF CLLIFORNIA
(City of Orange)

July let Inereose Gas Izeroase Incrcaso
Tumber or . Solé or Revonue or
Consumers Decroase Li.Cu.mt. Docerease Dollars. Deereaso

397, 4,455 £6,299.95

454 14.56% 9,932 Mw68.07%F 11,978.77 *+46.680%F
528. 16.30% 11,826 +19.06% 14,165.48 +18.16%
693 3L.25% 10,767 - 8.70% 10,481.21 -26.01%
826 ¥35.18% 5,179  "«51.21% 5,303.62 20.34%

* Increase or dcecroaso compered Witk
same perlod of proviouz year

# Detimeted.

“ze above tabulation chows tho genmersl effoct of

Tho substitution of matural for artificial gas iz lay 1914,




end Iindicates o mglerisl Lmprovemnont during the Lirst throe
montrz of 1915, Dable VI. slzo zhows o romarizeble incroase p a3
iz the number of consumers served by petitiomer Following

the introduction of nﬁtural gos and tao re&uctién'of‘ratoe.
waich two fectors, & higher grade product and o lower

price, combinod Yo meke the uze of gas more popalar."

Tho effect of natural gas ot lower ratos wpon tho -
gross revenue recoived by petitloser from tae City of Orango,
cacn moxnta zince neturasl gas was substituted for tho arti-
ficial product, as‘comparo&'with the samo period Lfor thev

Jear provious is shown in tho Lollowing tabwlation:

ding ierck 31, 1915, compared
gamo poriod ending larck 31,1914.)

1913 1914 Decronze
166.55 & 543.00 53.5%

179.50 517.04 56.2%

047.97 557 .30 48.7%

150.61 625.08 45.7% -
302.72 638.56

502.08 724.47

296.45 838.50.

1914 1915

Tanuery | 1 568.42 080.83
Fobruaxry 1l 246.27 094.08
Yaren 1 312.38 228.71

Septenber
October
Jovembveor
Deconbor

H B o

The comperison made in Tabdle VII. shows that the

meximux decrease im reveaue, amounting to 56.27% occurred

during the second month following the imtroduction of neturel




& nat thaizs condition continued with clight improve-
mont for five monthe therocfier, cftor which weriol the
eorairgs rapidly lnercased, until at tho end of cleven
months the gross revemue was orly 14% loss than it had
boer the year vefore. Evexn more significant iz thoe in-
formation obvtalined by compariné tae avoerage consumption
por corcumor in Orange Lor the month of maximum docrease
ir gross rovenuwe, with vthat for'the monta ¢f minimum deo-
crease in reveoxnue snowrn in Teble VII. This comparison
discloses tac fuct that in Juae 1913, the average con-
sumption por cozsuwer was 1,855 cubic feet, while in
June 1914, tke avorage wat only 946 ctbic foet: & &o-’
crease 0f 49%. Eowever, in February 1914, the average
consumption o gas was 1,678 cubic feet, as comp#rea i th
1,744 cubic foet in February 1915: & net increase of 3.9%.

The above cormerisons aoal-only'with conditions
in the CLty of Qrange, walch are not typical of the con-

-

ditions over the entire Orange County district served by

pevitioxer. An exzcellent comparison heitween conditions

revalling over all territory served Lrom petitionexr’s
Oraonge County cystom vhon ertificlial ges oxly was beihs
supplie&;'and toe corfitions exdsting oleven moxnths sfter
the introduction of netural gasz, is obtained in the fol-

lowizg teble, using the monta of Mareh o o baszis:
) .




PABIZ VIIX.

COMPARISON OF OPERATING SOANTSTICS
Dor The lLionth of llnreh 1914 & 1915

Q2LNGE COUNTY

1914 1915

Gac Sold ' 8,617,600 cu.fv. 19,766,800 cu.ft.
Gross Revenue : v 8,901.24 % 9,277.26
Leters in Service 4,489 5,763
Lverage Corsumption mor - -

Joter 1,919 cu.ft. 5,450 cu.lt.
Lversge Reverwe ner lMeter $ 1.98 G La61
Lverage Ievonue ver : ) .

1000 ewm.lt. ‘ w 1.0% R

iftor o careful considoration of ell the circum~

stences conxected with tals gpplication., I an convinced that
sufficiont time hat 1ot elansed %o determine with & reason-
able degree of cortainty waetner or not tho rates volunterily
established by netitioner in the City of Orange and other
communitios in Orenge Cownty will yiold a..roa.sone.'bla re- |
ture wpon the inveztment of potitioner wseld and uwselful in
connectlion with tho diztrivution b:ﬁ' neturel gez in that
torritory. Taile tho efforts of netitioner, which have
resulved in giving the Linhabitents ¢f Oramge County o

better sorvice at lower cost, are to be commended, aad vhile
vho Commizsion will mot hositate to roadjust tho rrosent
retes 12 4t is found that after & fair “risl the revenue

to be derived 4is inadeguate, I desire %o call attention
a8ain %0 “he Lact trat the nrosent rates wore voluntorily
ostabliskod by motitlioner apparcntly alfter o ceroful ixn-
vestigation of conditions exicting in the entire territory

L")

10 be served by it Lun Orange County. IL it zaouvld




dovolop later that aftor a fair trisl the presont rates

re inadogquate and petitioner should desire to agoin
bring tho ﬁatter vo trhe atvtention of thlsz Commission, tﬁe
Commiscion will ot such. timo corofully consider the entire
provlexn, inmcluding amy Losses which petitioner may have
therétoforo sustained by roason of'the intro&ucﬁiqn of
rotural gas and the reduetions of Ltz ratos, with 2 view
to deternining what, if any, modifications srould be made
in the rates then iﬁ affect Vo enable potitioner to prof-
$40bly continue its dPusiness in Orange County. Eowewer,
the reasons heroinbofore stated, %this Commission can-
ve expocteld, after only o fow months operaition undbr
the present rates, to grant an inereaso in one pérticular
communit& upon. tho showing that Lor such a poriod the
ratos, &8 applicable to thev locality, may not ave yielded
tzo anticipaté& revepud. Thero 4% another amd vory im-
ortent phase of tae prodlom whick morits careful consid-
eration, both By pevitioner ond by fhis Commizzion, whica
Bree to do Witk the comcumers oF gés in the City of Orange
ard in otker commuamitics. Apparontly, relying wpon peti-~
tlozer’s ability Yo gromt end willingness to continuo tie
rates established for natural gas, s rolatively large
runber o2 poerszons have npurchasod gepwliances ond made othor
matorial expernditures incidortel to obtairning gas servico.
Trece consumors, irndividually, exe ontitlod 4o Loeld taat
their comiracts for corvice will receive the saze consid-
eration and ontiile fthem vo tho semo degree of protection

as would tho comtracts witha entire communities.




Ir 7iow 0f all tze facts:now'befcre tho Commission;
gxrd for the redsons herotofore zeot Lorta, thoere romain no
eltornative other “han %o rocommond thaat tho applicetion Dbe
dentod wivaout prejudice.

I cubmit the Lollowing Lform of order:

A »ublic hearing having boen kold in tho above en-
t4tled procoeding, and tho same having been subnitted and
being now roady for docicion

I7 IS EEREBY ORDERED that the ehove entitled ap-

plicetior veo, arnd the same Lz hereby denied srithout prcjudice.
Toe Zoregoirng opinfiozn and orfor 2ro ROrovy opproved
ond orderod f£iled as fthe opiznion end ordor of the Zallroed

Cormiszsion of the State of California.

| a
Dated at San IFranciczeo, Califor;ia, this ;7¢& oy

02 June, 1915.

COLLIISSIQONERS




