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BEFORE THE RAILROAD COMMISSION OF THE
STATZ OF CALIFORNIA
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CITY OF POMONA, a,ﬁunicipal corporation, »’ , Q» ~>¢
Complainant, -
V3

SOUTEERN COUNDIES GAS COMPANY, & corpo-
ration,

.Case No. 1051

Defondant.

C. w. Gueorin, City Attornoy,
for Complainant

Leroy M. Zdwards, for Def-~
ondant.

LOVELAND, Commissioner:

QPIXZICOX

This 4s a complaint £iled by the City of Pomona against
the Southern Counties Gas Company, defondsnt, alleging in effect
that the rates for natural zss furnished by the defendsnt to the
City of <fomona and its inhabitants are materially higher than the
rotes charged by said defendant %o the consumers gf natarsl gss in
other cities similar to Pomons im size snd locetion end asking
that the Commission reduce the rate charged in the City of Pomons.

Defendant in its answer denies that it charges its con-
supers iﬁ the City of Pomona rates moterially higher than the
rotes charged by defendant in other cities similar to Pomona and
zlleges that the rates charged in the Clty of Pomons are, 8o far

ts ¢onsumers aré concaerned, falr, Just and equitable and are

not excessive. Deofendant further alleges that Lor many years

prior t¢ February 1st, 1917101ty of Pomona was supplied with
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artificisl gas containing approximately éoo B. T. U."s per cudbic
foot: that in June 1916 defendsnt purchased the gas properties
serving Pomona and 2%t urgent request and solicitation of varicus
officisls end residents of Pomona constructed a natural gas pipe
Iine from the oil fields and since the latter ‘:pa:'rt of Fedruary

naso been supplying its consumers with natural gaz in excess of

1050 B.T.U. Defendsnt prays that the complaint be dismissed.

Hearing im this case wes held a% Pomonsa on Api'il 13,
1917 st which evidence was inmtroduced by the City of Pomons )
through itz Msyor, Mr. W..A. Vendergrift, and by the defendant
tkrough its engineer, secretaXry and superintendent.

Bvidence introduced by the City of Domone was, in
gemersl, to the effect that the rate charged in Pomoxa wes In
excess of that charged by the Southern Counties GCas Company in
Sants Ane and Orange where the xn:tm rate was 754 per thous-
and cubic feet although Pomong was as pear to the oil fields
a5 the other districte snd that therefore the rate in Pomoma
should be no greater.

Southern Comties Gas Company introduced evidence
showing the valuation of ite properties chargesble te the City
of Pomors, statement of the overating rovonﬁe and expense for .
the momth of March 1817 together with testimony regarding the
earnings of the compeny Prior to the introduction of natwrel
gas together with those for the period since natural gas was
introduced snd slso evidence a3 rega::d.s' relative sconamy of
nstursl ges as compered with artificlal.

Prior to June 1916 the gas plant and distribution
system supplying Pomons, Sol Dimss, Lordsburg, Claremont, \
Chino and intervening territory was owped and operated by the
Soutkern Celifornis Edison Company. Artificial gas of approx~
{mately 600 B.T.U. peTr cnbiq o0t wes produced in a plant located at
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Pomons and trsnsmitted to the other towns.  The rote oharged in
tke City of Pomona wes $1.10 per tkousand dublc feet. In June
1916 Southern Counties Gas Company, after receiving the approval
of the Railroad Comhission, purchased this gas syten from the
Southern Californis Edison Company together with the system sup-
plying Long Beach, Santa Monice and Venjce.

Southern Counties Gas Company hes for some vime beex
supplying natursl ges to Angheinm, Sants Ans, Orange aud inter-
vening verritory, the gas being obtained from the oil fields
known in general a8 the Pullerton Fields. The company was
urged by people of Pomona and viecinity to supply natural ges
ir this district and in view of this request, the genexrsal in-
crease in price of oil which would eventuslly require an incresasge
in gas rates in case artificlal gee was supplied, and in order to
give the public the bepefit of the natursl gas service, the
Sonthern Counties Gas Company made application to the Comission
on July 18, 1916 requesting permission to construct a'naxural gac

line to Pomona for the supplying of patnral gas in that territory.
This spplication was grsuied in the Commiasion's Decision Ho.
(701 10 Gpiatone uxg Ozters of the Bailrent SomRiegien: By
of apﬁro:imamely $83,000 snd natural gas delivered to the City
of Pomope Jenmusyy 28, 1917. Yith the inxroductiop of natursl
gaé the Southern Counties Company £1leld apd vut in effect a reo~
vised schedule of rates for genmeral domestic service which al-
thougk not & reduction in rate per IQOO ew. £t. In the case of
consumptions of less than 2000 ou. ff. per month show material
reductions for larger conswptions. The natorsl gas suppliedf
however, hes s beating value of yractically twice the artificisl
goe previously supplied so that 4re imtroduction of nstural ges
has ectually resulted in & reduction of rates smounting to 40

of 50% due to the fact tbat for the same money consumers w;ll
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now get yractically twice as much heat as formerly.

The valustion of the defendant's property chargesble
to ‘tb.'e gervice of Pomons was revorted by Mr. Morton R. Thompson,
Frgineer for defendant, as $366,666.97 as of Flebruary 28, 1917.
This estimste was based uwpon an estimate of the presen'p or tie-
prociated value as of February 1, 1916 made by W. A. Baehr,
Valuation Engineer, plus net additions and betterments. Thisg
valuation was introduced in evidence for the purchese of the
property in Spplication 2200 before the Railroad Commission.
Complainant questioned the inclusion of certain items as
chargeable to Pomons service. However, as the incluslion or
exclusion of the items cannot in any way affect the question
of rate, due to the low return at present received, the cor-
rectness of these will not be passed upon. -

Destimony introduced is to the effect that for the
last six mornths of 1916 when artificial gas was supplied at
$1.10 per thousand cubic feet the net revenue for interest
and depreciation on the valustion was only 6.23%, which would
legve approximately 4% in case deprecistion was deducted.
Diring that period the company was paying 83¢ per barrel for
0ll as against the pz?ezen‘o and possibdle Tuture price of $1.38.
It would appear, therefore, that had the company not intro-
duced raturel ‘gas, an inorease of rates might have been re-
quired in order that the company showld earn the cost o:f money«

At the time of the hearing natural gag had been sup-.
rlied for the month of March 1917 only and records as regards
the earnings of the company were limited therefore to that
period. It appeé,rs fron the evidence that during the monthk
of March the company's gross reveﬁue for the City of Pomonsz
was $4,371.16 and operating expense $4,127.68, leaving a net

1ncome of 3243.48 which ox the capitsel investment chargesble
to the City of Pomona of $364,654.02 smounted to an average
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of only .8 percent for imterest and depreciation.

It appears thet certain of the expenses were higher
then pos2idly normsl due to extra expense in sdjusting appli-
ances following the imtroduction of natural gas sund to the
active cmisn for new business which has been instituted Ix
order to incresse the sales and revenne and mezke the distridbu-
tion of natural gas at the rates remunerative.

The month of Msrch esyecially, beib.g the first month
of service of natursl gas camzot fairly be used 10 determine |
the possible cost or revenue for the entire year. I doubt
whether records for a complete 12 momthe of patural gas service
following the service of artificial gas wordd be sufficlient %o
determine the Teasonableness of these rates: certainly one month
would 1not. The present retes do-not appesr éxcdssive compared
with other rates in comparable cities and especinlly when 1%t 1is
copnsidered that & direct reduction over cost 1o the consumer of
artificisl gas of about 40 percent has Dbeen nade.

Considersble stress was laid by the City on the fact
that certain cities in Orsnge County enjoyed a rate of 54 per
1000 cu. £%.. This lower rate was voluntarily put in effect
wpon the introduction of naturel gae in that territory when

Southern Counties Gaz Company fLirst commenced the service of

natural gas with the hove appareatly of incrqasing the business

sutficient to make up the lose.  About a year subsequent to the
prrst service of netural gas Southern Countles Gas Company &p-
plied for sn increase of rates on grounds that the rate was not
remurerative. This spplication was d.enio;d. on the grounds that
suiﬁciont time had not elapsed to determine with a rea.eonable
degree of certainty whether the rates would yiéld, 8 reasbna‘blo
retarn. Southern Covnties Gas Company copte:;.ds that the ratle

of 754 per thousand does 1ot mel & reagonable returs. It is

-5-




possidle that rather than the Pomona rate being too high the 75¢
rate iz too low gnd it camnot fairly be held against the defendant
thet 1ts possible misteke Iin one instance shall require it to do
the same elsewhere.

| Mr. Vandergrift, Mayor of Pomoua, testified that the
righ gas bills during the months of Jenuary and February csused
considersble complaint and thet reduction due to introductlon
of natural gas had not been as ‘great as had been expected. The
high bills iz January and Februsry were due largely to the cold
wéatb.er prevailing. The apparent continuance of Leirly high
pills &fter introduction of nmatural gas was not entirely explsined

as tests showed that the heat content was over 1050 B.T.U. per

oe. £t. for natural as against 580 for artificial. Experience

in other localities has shown a definite reduction of comsumption

for the 3ame u3e of from 40 to 50% and it is fair to assume that
the same will result in Pombna after snother month's trisl.
Considering the facts that the Southern Counties Gas
Company has introdnced natural gas at an investument of a.ppro:d.mtely
$90,000 thus asctuslly g;.ving the people of Pomona almost 100 nercent
more for their momey than formerly, that it is not earning = resas-
omeble return on itc {nvestment to serve Pomons axnd that it does
not request sn incresse of rates but vlens to increase 1ts rovenue
by development of busimess, I delleve that the complaint of the
City of Pomone shouwld be dismissed.
T therefore recommend the following form of Order:

City of Pomona having filed s complaeint requesting .
reduction in the rates for natural gas charged by the Southern
Counties Gas COmpe.ﬁy and s public hearing having beex; held and
the case being aﬁbmitted and now resdy for decision, snd it
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gppesying that the present rates of the Southern Counties:
Gas Company axe not excesgive or uwnjust to the consumer and
the Southern Coun'izios Gas Company requesting that the com-

plaint be dismissed
IT IS EFREBY ORDERED that the gbove enti.tled.

complaint be aznd the same i3 hereby dismissed.
The foregoing Opinion and Ordexr sre heredy

approved end ordered £i1led as the Opinion and Order of the

Railrosd Cormission.

Deted at Sen Prancisco, Californis this
/ Ak dsy of May, 1917.
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