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In thie application Los Angeles Gas & Zlectric
Corporation slleges that the rates now charged by 1t for
the service of gas over 1ts entire system are tarea3onably
low snd prays that the Commission fix just and ressonabdle

rates for such aorvico.




A Tew daye sfter the fillng o: this application
the City of Tos Angeles f£iled a complaint (Case No. 854)
slleging that the rates charged for the service of gas in
the ity of Loz Angeles by Los Angeles Gas & Electric Cor~
poration were unreasonably high and prayed that the Commig~
sion £ix just and legal Tates for the service of gas by
gaid coopany in sa2id city.

Shortly befcre the f£iling of said compla.int
Southern Californis Gas Company f£iled an application with
thizs Commission (Application' To. 1853) in which it was
alleged that said Southern Califorria Gas Company was
gupplying gas in the City of Loe Angeles and in other
commnities in Southern California st retes waich wera
anreasonsbly low and prayed that the Commission fix Just
and ressonsble ratos Tor the service of gas over ite en-
tire system. '

The complaint of tae City of Los Angeles (caso
Yo. 854) also contained gllegations to the effeot that
the rates charged dy Southern California Gas Company :roﬁ.-
the service of gas in the City of los Angeles were -
reasonably high aud prayed that just and ressonable rates
i:e sixed Tor the service of gas by sald company in said
city.

Both of the sbove montioned applications ané

the complaint were heard at the sgme time, under & stiypu~
Lation. ma.de by &L arties, thst all evidemce intro-
duced under either of said applications or under sald
complaint could be uzed by the Commission in 4its decislion

in each of ssid matters, in so far as such evidence wes

applicable or relevant.




It will be the design of thic opinion to take
up the matters of particular importance for the purpose
of clearly indicating the methods used, and the reasoning
indulged iz by which the basis 48 arrivad at on which the
rates hereinafter found to be reascnable have been fixed.

The Commiesion in this proceeding is limited
to the fixing oL rates for ges of 8 quality now deing
served in the City of Los Angeles. The repressntetives
of the ¢ity have not ssked the Commission to compel the
conpany 1o serve natural ges or better gas than is now
being sServed; or the contrary, the representatives of
the 61't:y would not concede that the Railroad cOmiseion
hed Jurisdiction to fLix the quali’ty of gas to be served
in the City of Los ingdes, ond we zre led to believe
that active opposition would be made by the city if we
attempteod to exercise this Jurisdiction. Hence, by the
action of the ci:ty itself, the Commission is deyprived,
in this proceeding of any opprortunity to bring abdbout
service of better gee.

02 course we must assume that the wnwilling~
ness of the representatives of the oity to call upon
the Railrosd Commiesion to compel The eexvice of better
gas is based 'apén & determination of these same officiuls

to themselves compel this better service, gnd no dowbt

the People of the city will expect prompt action in this
direction. |




The company eske the Commisgion to fix ratee
on gae of higher heating guality than is now being
sexrved but it reluced to agree to serve this better

gas and contends that 1t could not be compelled to fur-

nizh consumers with gas of a8 gquality different from that

which it is now servinge.

Thie request chould bs denied. It means, if
complied with, that the company would be in & position
to select the kind of service it wquld-affordvits con-
suners under the rate which would best serve the com-
peay*s interest. _

In my opinion, public authority should deter-~
mine the guality of gas to be served and no privete
corporation should be allowed to prevent the people ob-
teining the best gas availadle.

Tafortunately, £or the reasons herotofore
stated, this Commission is in no position, as & result

0f these proceedings, to oompel the gervice of higher
heat unit gas.

Zroperty in Use

. In order to &etermire What property will be
used and uszeful in the service of gas consumers of this
company, it becomes nocessary to determine whether the
artificisl gas generating plant of this company should

oe retained in whole or in part and whether comsumers




'ahonla ‘be called npon to con'tri'b'a.te in ratea an amount
which will repreaent opora.t ng expenses, deprecia:tion
and a fair return on 'che velue of this part of appli-
cant's planz. | .

The oity asks the Commigsion %o consider .
whsther thia*grti:ticial gas generating'plan'c is neces-~
sary for the service ot c&nsmnera and ivf ‘:foimd. mocoé;
sary, urges that no asllowsnce be mads the company in
rstes, either £or the investment in satd :pla.nt or :tor
it? maintenance. The oompa.ny vigorously contends that
its consuiﬂera coﬁld not be sexrved sdequately,. if at sll,
with gas without the retention and uge. of 'tiiq ,gem:atiﬁg
plant. | | o

Prior to July 17, 1915 the comj:any generaltéd: |
and distributod a.rtiﬁcial gas of & gquality oz appro::t-
mately 600 B.T .U. per oubic zoot. On that date na.tural
gas bescame available. as g result of the completion of
the Midway transmisaion 1ine, and tho company ‘began eexv- |
ing = mixed gas with about ten per cent of natu:al. gas
and ﬁinety per cent of a.rtiﬁcial. This jpei'contagc, wae
grm&lly increased 'a.n‘cil Augu.s'b 1914, when the poroont-
a.ge of natursl gas in the mixture was brought up to Lifvy
por cent, since which time this percentage haa been main-
talned, excepting d‘urihg short periods, when dus to tho
failnro of the na.tm'al gaa supply, the q_uality 'varied- '
this mi::ture produces gas of. approzimately 815 ‘.B. .U.
heat content.

The c:!.'ty contend.s tha.t there is availablo to

this company. an:f:ficiont na.tnral gas with wiickh 1t conld




supply all of 1ts consumers and that theré:tbro there is "

no necessity for the retention of the artiﬂ.cia.l gas gen;-
arators. '.Ehe company insists that it canmot be com-
pelled <o aervo pure natura.l gas and that it has the
right to continue to gserve the fifty per oont mixturo
- and thereforo. the prodnction o a.r'tiﬁcial gas mnst
oontimm. ,
| It is useless to consider the cit#'é contention
that the doctrine of supersession should apply to this
artiﬂcie.‘L gas gemrating plant because the evidonoo
olearly shows that this plan? ha.s not been and will not
be suporseded. If mixed ges 1s aerved the :ple.nt met '
remain in use all the time. If pure mtura.l ga.s 13 "
served the pla.n* shoulo. be .mainteined ready for servico
on .short notice., The principal sapoLy o:f.' mmral ga.s
/ 1g dopond.a.nt upon the integrity of a single pipe 1ine,
appro:d.mately one h'and:'ed miles in length, and iz con=
sumers were wholly dependent uwpon this line for the ser-
vice of this very essential commodity, tﬁo mger o:f an
interruption of service or the dimimation of service
would be oomtantly imminent. There hae been 8018 | ex-
perience indicsting the danger of relying uwpon an -
interrupted supply of natural gas. The service of na.mal
gas through the pipe. line of the Midway Company has been
interrupted and serious results would heve followed if
the a:‘tif.’tqia.l plant had been out of commission.
Instead.‘o'! urging or ordering that tkis cou-
pany do away with its aztiﬁcial gas generating plant,
padlic anthori‘ty ghould insist upon 1ts retention, mot




only es & matter of 1nsu::ance agas,nst unnaml intor- ' :
ruption of sorvice, but as insarance againat s poesible
and oonsidera.’ble dimimution in constant supply.
It :t‘ollows of course that 11 this plant is
to be retained :Eo:.- the service of the public, the value
thereo? must be included in the sum wpoh which a fair
return is estimtod.. L‘Lao that reasona.ble d.o'oreciation
and operating oxpense be sllowed for 11:3 main‘tonanco. “
I have there:fo:re treated the mi:ficial gas
generating plant of this company &s occtmying the sa.mo
atatus, Lor rate' :Ci‘xing parposes, &3 sny other pert o:!.' -
13 operstive gas’ system. | |
Rate ':B.-.‘m.e’

In srriving st the swn uwpon which to celcu-

late the f£alr return to the compeny, I have used an

estimate of original cost of the entire ylant which is
now found in uge and have not depreciate& this cost.v
In other wo::d.s 1 have concluded that the jm a.n& reas~ .'
onsble th:!.ng to do in this purooeeding 18 to a.llow the :
compexny a return mpan its a.ctu.a.l mvestmem in th&s
property. DThis 1ncludes money 1nve¢'ted rega:rd.less o:!
the source fron whickh such money came. For :!.nata.noo,
no deduction: has been made because a part o:f the de-
precistion reserve has been invested 1n plant’ fnor has -
any d.ed.uction been made beczucse & :part of the eam-
ings of the compa.ny in times pas?t havo been inveated
in pla.nt. ,
'_ Reinvested earninge-‘ gre legally as much &
part of the vtookholders' equ.ity in the proverty ae 1is
the property represonted by e direct investment by tha
s‘tockholders. Xo d.eduction ahonld be msde '.Co:c roin-
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CORRECTION

CORRECTION

THIS DOCUMENT |
HAS BEEN REPHOTOGRAPHED

TO ASSURE LEGIBILITY




vected depreciation reserve beczuse, in setiing wup annusl
depreciation, which nust come from the rate-payer from
now ox, s method has been used which agsumes that from the
beginning of this plant a ginking fund was cet aside for
depreciation and such sums were put into this sinking fund
out of earnings which, if they &t all times earned net 6%,
would result in sp gnmel depreciztion at this time equal
to traet which has been adopted in this deciei;m. There~
fore 1t follows that 1f we exolude from invesiment, Tre-
invested devreciation and allow no earning thereon and at
the same time charge against the company €% on its depre-
cistion fand, the company would snife:j/?.%ggg

It nay appesr that to charge the company with
6% on its deprecistion fund when it bas earned in the
past at least 8% on the monmey reinvested in plent from
thie fund, wowld sllow the compeny & profit of 2%. 3ut,
when it is considered that it would be impossible <o in-
atantly reinvest every dollar obtained from the rate-
payer for depreciastion and thet wndoubtedly a »art of

this fund remained idle snd non-esrning for a consider-

gble period, it is altogether probable that the average

earning on the reinvested deprecistion money was noY gre&tly to
excoed 6%. |
ZTarly in the proceedings comusel for the goe
cowpany,. Mr. Herbert J. Goundge, smnounced e formule
which ho strongly urged be usecd by the Commission in

determining the sum upon which & falr eerping wonld be
allowed. XHis formula was "sompensation for the sacrifice”.




Mr. Goudge after criticising various methods
of arriving &t so-called value in rate fixing Yroceed-
ings such as reproduction cost mew less deprecietion,
etc. urges that the trume messure of the sum wpon wiich
the rate of return should be based is the amount of money,
or the equivalent of money, which the inveetor in the pub-
lic utility oroperty has sacrificed for the vurpose of
serving conswmers.

¥r. Goudge does not use the word "saorifice”
in the ordinery sacceptation of that term; for instence
he obviously does not megn to imply thet investors have,
through & semse of obligation or duty to the public, com-
tributed, mever to be regsined, & part of thelr resources.
This 43 olearly indicated in one part of his spplicatlon
of his so=called sscrifice theory where ke urges that the
full present market velue of lands be ¢considersd the sac-
rifice made by investors ard of course if investors are
sllowed tke nighest price which now could be obtained by
anybody for the sgle of lands, no contridbution whatever
kes been made by the investor for the bemelit of consumers.
Rather, Mr. Goudge's mse of the word rgacrifice™ iz more
cccuretely expressed s meaning & devotion or dedication
of momey or propverty to the use of consumers.

Be spplies this formule quite comsiztently in
considering investment in all of the property of this
comoany ozo&pt 1&ﬁd8. As to all structures, pipez, gen~

ersting plsnt, etc. he tekes g8 tho sacrifice of the in-

vestors the money gctually invescted. EHe argues logicelly

thet thie wonld of course exclude paving over malns which
the compary did not pey for; but when he considers land

gnd going comcern, he makes his formule megx something

g




entirely different than investment. He then construes
it to mean the present market value of vroverty which isg
devoted to the pudlic mse, apparantly on the theory that
1t 1s not the origingl sscrifice made by the investor
which 18 to be considercd but is a sacrifice waich he is
continuously end momentarily msking, not of the money
which be invested, dut of the highost market valuwe of
the lend which he owns.

Also when it comee to going concern vslue he

doesn’t contend that going concern value represents an

investment but on the contrary he clearly shows that

his comception of going concern value is that it is an
intangidble proyerty right created by tae initiative and
gbility of the mansgers of the company. True he argues
that this in escence is a sacrifice because these same
managers could have used their initiative and ablility 1in
other enterprises with a congequent reward; but he ex-
tirely overlooks a very obvious answer to this latter
contention in that they have been compenseted for their
ectivities in salaries, etc. If heo meams that each
inveztor in the stock of this coupexy should be con-
pidered s having crested a goimg concern value by the
mere sct of his investment, he of course refutes hils
£iwst contention that it wos the sctivity of individmals,
pgide from their sctusl momey invectment, which created
the going concern value.

T sm in sgreement with Mr. Goudge's forumls
and T em in further sgreement with the very cogent and
persuasive eleborstion of that formuls which appeiars in




that part of his brief relating to the structursl part

of this plant but I insiet that the Lormuls should be
logically applied to all c¢lasses of property belonging
to this comreny, larnd included, and that no distinction
be made between & dollax invested ir structursl proper-
ty and a 4ollexr imvested in land. Furthermore I ineist
tkhat this formula, logically avplied, excludes consider-
ation of the company's conception of going concern vslue.
There are other serious objections to the adoption of
applicant's clainms 82 to going concern velue which will
be disoussed later.

Wb are particularly fortunate in this proceed-
ing in that we have before us complete and accurate cost
dets, which in commection witk the very oareful inven-
tories prepared and Introduced im evidence, together with
a conclusion ag to proper overhesds to be allowed, and
whickh are not clearly indicated in the cost dsta, enable
usg to arrive st a very accurate conclusion ss to what
sum was actuelly invested in the plant we now find in
use for consumers.

Therefore 1t is my comclusion that in this
proceelding it iz entirely ZfLalr to both the consumere
and the utility to allow s return upon the investment

in property now in use fLor service of consumers.

Going Concern Value

The company gsks thaet there be considered as
& part of the rate bese wpon which reasonsble return is

estimated, the sum of $1,000,000 representing an slleged




geparate value over and above the value of the physical
plant used in the service of consumers.

This claim of value L3 not only 1n'conflict
with applicant’s sserifice theory, a2 it repressents no
investment or contridution msde by officérs or stock-
holders which has not been compensated for, dut 1t»
rests entirely upon the opinion of ome witness that
such value exists and iz wortk $1,000,000.

It i8 Impossidle Lfrom the evidence to test
tae soudness of this opinion becsmse this value was
not measured by any standaxrd. The witnecs arrived
at this swm, S0 he stated, by considering the decisions
of courte, public utility commiggsions and his own ex~

periences, The swmm of §1,000,000 was not arxrived at by

taking a percentage oI the value of the physical plant
nor was it arrived at by determining the experditure for
developing business; in fact 1t was arrived at, mot by
following any method which could be checked step by step,
but by 8 mere generslization. This presentation of go-
ing concern value amounis in brief to this: That the
witness had resad certaln commission and court decisions
and zad had certain experisnmces of his owm; that all of
teis had sn effect on his mind, which resulted in & con-
clusion that $1,000,000 was the proper sum %0 set down asg
the value of the going concern element of this company's
yroperty.

Thig evidence leaves us in s position where we
must elthexr accept the comolusion of the witness in 1te
entirety, or reject it entirely. There is no possidil-
ity of jdentifying the factors wiaich hsd & determining




infivence on his judgment nor can it be s3certained
what weight was given to any of the elements uced.
The incresse or decroasé of this sum of $1,000,000
could not be made by adding to or eliminsgting factors
used by the witnese nor by modifying the welght given
these factors. An incresse or decresce of thls sum
would have to be made on & purely srbltrary basis.
The rete base used in fixing the rates herein

does not include this $1,000,000 going concern value
claimed by applicant nor does it include any other
definite sum for this element. Consideration has

' been given to the history and precent conditién of

this comrany's plant and business a3 & going and ProsS-

perous concern.

Depreciation Annuity

As above indioceted the depreciation axmulty
sllowance has been designed to yroduce from CoNSUMOTS &
fund which will in the future maintein the company’'s
vplext in at least as good gervice condition =28 we ndw
#1408 1%. Ko attempt has been made in setiing up thise
deprecistion annuity to provide for any 4ifference that
way Dow exist between the original cost of thkis prcper~
ty snd 1ts present deprecisted value. It should be
remembered that we are now fLixing rates ond 1f these.
rates result in the company continunonsly receiving from
copsumers all of its costs of doing business 1nclud;ng
snmual deprecistion, plus a falr return wpon its entire
investment undepreciated, 1t cammot be said thet we
are depriving the company of aﬁything +o which it ia
Justdy entitled. IV should be remembpred in this




connection thet there has been invested in plant Lrom
depreciation reserve an smount in excess of the es-
timated accrved depreciation.

The depreciation allowance made in this case
hae been determined upaﬁ what generally is known as the
6% sinking fund bacis. On this basis, in addition %o
operating expenses, including & &eprecistion annuity
sllowance, interect is allowed on the full investment

in, or originsl cost of the property as distinguished

'trom deprecinted valuq.or coet new. less depreclation.

On this basig there are two sources from which funds

accrue $O the reserve to meet replacements or retirements,
(1) sanpuel allowsnce out of opersting expenses desiguated '
ac ammuity basel on the life of the property, and (2) in-
terest at 6% on the accrued depreciation resexrve. The
geerued depreciation reserve represente the fund accrmed
from the above decignsted cources less retiremenis Zrom

the construction of the plsant to date.

In this case the rund hee beer eetimated Lrom
the ovidence showing the total historical cost of prop-
erty, average age of different equipment, and estizated
average lives.

The snmuity which bas been sllowed as & part
of the overating expense in determining the %totsl ¢ost
of service represents the aggregate of the individual
spnusl amounts which, 1f 3et aside each year and iovasted
so a8 %o earn 6% compomnded smuuelly, will in each cease
equal the origimal cost o the individuel itens at the
end of their estimated lives.




It appoars from the evi@ence in this case that
the company has earnmed and set aside as deprecistion re-‘
sorve ax amount in excess of the estimated accrued de~
preciation based upon the sinking fund basis herein used.
Tt further sppears that this amount has been Invested in
property upon wiich a return is to be allowed. The com=
pany should therofore contridute to the depreciation re-

garve out of its met return 6% wpon the e3timated accrued

devreciation.

Rates

Having determized the total sum which must be
token yearly f£rom comsumere a8 gross revemue it becomes
necessary to svresd this burdon; in rates, over the various
olagses of consumers and it is mnecessary to determine into
now many classes the consumers chall be grouped and 8180
to determine the degreo of difference in rate there skall
be betwsen the various classes.

The company urges thatlthe Commiasion do not
spread the durden of thic gross income over the service
to each group exactly in accordance with the cost of pro-
ducing such service to suchk group.

Thst on the contrary the Commission give serio;a
consideration to the needs amd condition of the small con~
sumere with a view to lightening thelr burdem by the
assessment asgeinst larger consumers of o somewhat dis-
oroportionate share of the cost of service. '

Applicsnt has never charged whet is commonly
called s minimum rate: gat has been sold wpon & dasie
of o fixed sum (ot present 68 cents) Por thousand cubdle
feet, regardless of the amownt comswmed, 80 that the

smellest consumer psid exactly the same rate for the gas

-ﬁ-




which ke used‘(and he counld mse as little as he aswltit)

as the larger consumer.

Counsel for the company recognizes that what
he calls scientific rate fixing requires that s minimum
charge be madeAfor all services: +that ig to say thst 1if
a consumer uses any gas at all he must poy & certain fixed
ninimom amonnt, whether he wmses gas at e3tablicheld rates
tc the smount of this minimum or not.

The minimum charge has become 30 Well recog-
nized and esteblished and the srguments and reasons for
it have so frequently deen set out by this Commission
that T will not take epace here to repcat them. But
coungel for the compony urges that Iingsmuck as this com-
pany for many yesrs hss encouraged the small consumer €0
use gss end has made no minimum charge, with the result
4hat there are meny thousands such small consumers who
would be compelled Lo psy su increased amount if 2 mini-
mom s iwposed, that the sociologicsl feature of the sit-
nation should be givTen considerstion snd thst in any
event the Commission d0 not apportion to these small con-
sumers the Tull burden of the cost of the service to them.

T believe the contention of coungel is sound,
thet in rate fixing the so-called sociclogical fegture
. gzould be recogrnized. It would be gbsurd, merely Lor
the purpose of sclentific exactness, 1o pleoce uwpon small
consumers s burden which they coumld not besr. Tbis of

course would result in their gbandoning the gervice and

wnlese taeir rates had been causing the company & positive




loss their departure from the systenm wonld result in

increased cost to the remaining consumers.

Eowever, these szanse 3oc§alogical conditions
oxist wherever we f£ind a vublic utility service, and
it has beenrn found not only Jjust, bdut wise, %o impose
on évery‘service, however.small, some contridbution to
the upkeey and maintenance of the system.

The evidence in this case discloces some re-
markable situations with rolsation to avartment house
gas eervice which indicate that under the present gy3~
tem 0f no minimum, grose injustice and Iinequality has
resulted. There are approximetely 2,400 meters in
apartment houses fLrom which no revenue is obtalned.
on f£ifvy per'cont 0f the servicesin apar?ﬁqny.houses
the monthly gas bills have been less than thirty conts
vexr meter. The aversge monthly bdills from all apari-
ment house meters is less than sixty cente.

As t0 these spartment houszes, the coupany must

tand ready at all times %o serve gaa to whatever extent

19 demsmnded, yet witk no sssurance that an amount of gas
wi.ll be used, charges for which will even measurably pay
for the cost of service. 0f course the inevitable Xe-
sult of this i35, unjustly to durden the other consumers
who take gas regulerly in sufficient quantities to pro-
vide adegquate compensation for the service.




I cannot see why service in an spartment house
should not e dburdensd with a reasonable minimum charge
precisely as'the service to small cottages skould be so
burdened. It is not true o0 cay that the aportment is
vacant and rented intermittently snd thst 4t would be inm-
equiteble to avply é minimnm; the cottage is subjlect to
vacancy in tenancy the same as the spartment.

The minimvm charge for gas service is now al-
most mriversally spplied; and careful investigation and
long comsideration has convinced thals Commiesion that in
g condition such a3 we find in Los Angeles, a‘souna schod-
wle of rates must include & minimum cherge.

Throughout the hearing and in its brief sppli-

cant, by 1ts commsel, objected strenmously to the Commig-

sion £ixing rates based in any degree on the oconclusion
that lower rates than were'now being charged would increase
buginess to such sn extent as to offset or more than offset
the loss of revesus per thousand cuﬁic/gge;ag.

This objection must be disregarded: to agree -
with counsel would mean that present ratez could oxly be
changed by the purely mathematical process of testing the
new rates against past inmcome. Experience has shown that
this would in most ca3zes lead to utterly false resultis.

Por instance wonld it be contended that to domble rates
wonld of neceszity double income or to cut rates one half
would halve the income?

Obviously the Commission mast give carefnl con-
gideration to the effect of chamged rates on inoome qn&

o characforize tois consideration as speculation Iin no

wise damns 1%.




The Manicipsl League of Los Angele3, by agreement
of the parties, and permission of the Commission, filed a
brief in this proceeding in which 1t is strongly contended
that not only the Commission legally could, but ghonld, make
a substantisl out in the gas rates of spplicant with a view
to largely brosdening and inereasing the use of gas. The
srgument i3 that if a gubstantial reduciion in rates is msde,
seversl importent results will follow, among them being &
large incresse in the use of gas, especially for {industrisl
purposes waick, 1t 1s mrged, 1s a progrecsive snd economi-
cally sound condition vo Dbe brought sbout.

It i3 stated vhat unless tie Railrosd Commission

compele progress in the mse of a public wtility sq:vice

stagnation will occur and it will be impossible, except by
woluntary act of the companies, %o give the citizens the ad-
vantage of improvements in the art, or discovery and use of
natoral resources. %o are ascured that the company will
ot suffer smy, except s temporary loga of revenue, Dy rea-
son of the reduction of the price of gas and the service
of higher heat unlte, and that 4if the Commission will
reoognize sny Suchk temporary 1033 by permitting the addi-
tion of such loss 1o capital account the company will de
fingneislly intact and no confiscation will result.

I en in hearty sympgxhy with the comtention that
e citizens of g comxunity are entifle& o the service of
the best gas available. 3ut, a2 bse heretofore beon 8hows,
+pe Commisaion heg power in this proceeding to fix rates
only on existing quality of service.

There are some relatively large consumers of

this company using 1ts gas for commercial purposes and 1t

~16~




will be necessary to fix rates with these ocustomers in
view. |

I have recogunized the wholeaale principle in
fixing the rates for this company to the extent of fix-
ing rates bagsed on blocks or quantities of use, fixing
the smallest or lowest dlock %o cover the smplleszt con-
cumers gnd gradusting the blocks as nearly as possidle

to accord with the shsracteristics of the gas business

of tais company. I have not sttemnted to adportion

against the smallest consumers any exect proébrtion of
the cost of giving them service dut rather the barden
of the gross income has been spread over all of the
consumers with s view to a considerstion of all the
elements involved, ineluding cozt of the service,
ability of consumers to bear the dburden, snd also the
possibility of incressed use by reason of encouraging
rates.

Thie company serves communities omtside and
separate from the City of Los Angeles through xmains con-
nected with the plant which serves the city, but the
cost of service t0 these smsller communities is obvious-
1y greater thaxm the cost of service o the comsumers in
the compact district of the City of Los Angeles. It
nas been found by the Commission %that in all varts of
the State of Californis rates for the service of gas,
bvased on cost, zmst of mecessity bve higher in the small

are more

communities where consumers/scattered than in the larger

cormmmities where comsumers are close together. 3IJence

the rate fixed for these consumers of applicent in the

outside territory are higher tham those fixed for the

~20=




consumers in the city.

Tt will not be necessary in this matter %o
diseues the evidence witk relation %o the amomnt of
patural gas available becsuse 1t is conceded that at
least enough natursl ges is available to this company
to permit the service of the present mixture.

I have disregarded the presentstion by the
city of an eetimate of the cost to bduild & high vres-
gure distriduting system, without artificial gas gen-
erating plant, designed %o dlstribute nstural ges in
the City of Los Angeles. The alleged purpose of the
introduction of thiz estinate was to lay before the
Commicsion a basis upon which t¢ estimate the value
of the service now being remdered to consumers. The
¢ity arguned that the company is now entitled in rates
t0 1o more than operating expenmses, depreciation and
foir retuvrn on & flant which would render equelly good
or better service than that which the company is now
rendering. This substitutionsl plant vrovosed by the
city wae shown at the hesring to be approximetely as
costly as the existing plénx of applicant.

Forthermore, the design and estimates of the
engineers of tke Board of Zublic Utilities were shown

to be so full of errors as to make valueless the whole
presentation of this substitutional systenm.

The coupany eske Zor a return of 9% net on
1t3 so-called sacrifice:; that is to say on the unde-
preciated setual investment in exietiﬁg structural

property, on the full market price of its lands and on




& going comcern value of s milliom dollars. This 9%

ig made up of whet iz olsimed to e the msusl allowaxnce
of 8% plus 1% for efficiencies ond economies in the ser-
vice of gas to its consumers. In other words, the conm-
pexy ¢laims that it is entitled not only to the usual
return but %o an additionsl return a3 a reward for ex-
cevtional activity on bekelf of 1ts consumers.

I am frank to Say thaat the evidence does not
discloce any facts upon whicﬁ this company can clain
that ite ettitude toward its consumere and the publie
has been of such uwnusual bemfit to them that s reward
should be allowed.

I take it that the Public Ttilities Act wherein
it provides thet the Commission may allow & company to
verticipate in the benefits arising from economles and
efficiencies contemplated a situetion, where a compeny by
1ts own aots, with boldpess and initiative and perhaps
with some risk to itself, or at least by wnusual devotiom
to the intereste of its consumers and to the promotion of
progress in its particular business, brought about ine
crossed earnings or decressed oversting expenses or bet-
terments of service. The history of this conpsny ag dlc-
closed by the evidence wakes no suck showing. The company
has proceeded with grest csution both in adopting new
nethods and éxten&ing its service.

Its attitude in the present situetion c¢learly
showe that 1t stande £irmly on its claimed right to use
1te own Judgment as to whether 1t will serve gas d1fferent
in quality than it bas been serving, and that 1t‘hasA




resisted and will resiet any sttempt to force or per-
guade it to change its position in thris regsrd.

With naturel gas, which is admittedly of very'
much higher quality than artificisl gas, availadle for
several years, thies company has refused and now refuses
t0 make sny move in the direction of thoe uce of thls
better gas, except t0 mix it half end half with arti-
ficial gas. Then asked in the hearing 4f 4t would
undertake to serve naturesl gas reprecentatives of the
compaxy refused to sgree to serve higher hegt wnit
gas mnless it was first sssured of rates which would
glve it a reasonable returz.

This of coﬁrse meant that the company would
be the Jjudge of whether the rates f£ixed were reasonsble,

and 17 for any reasson in its ﬁudgment the rates were

not satisfactory it would :efuso t+0 serve the bYetter

gas. Swrely this unprogrecsive attitude cammot be
stamped with the approval of the Commiseion, and a re-
ward be sccorded the company on the theory that its
attitude toward the consumers and the public has been
sach o8 to esrn it commendation and wausuel compemsation.
The whole higtory of this company, which 18
clesrly set ount in the cvidence, shows that 1te earn~
ings have been comforteble and sdequate at all times
and thot, to an unususl degree, it hes not been sub-
jecteld to hazerd or risk. |
Esd this company boldly faced tThe situation
which was presented when natursl gas became available

to it, and entered umpon the service of this gas, thus




giving its consumers the best service within ite power

I should recommend thet serious consideration be givenr
to & vlea for comparatively high compensation. 3But
wder the circumstances surrounding this cace, wheres the
community of Los Angeles lergely served by this company
has been deprived of the unse of & better ges, the'Commie-
gion ghould not entertain any request for more than the

neugl ocompensation.

In fairness it should be said that this company

wkile vexry conservative, hag kept ite plent in excellent
condfition and has cornducted its business with care and
reasonsble economy. I have therefore fixed rates which
rom the evidence will return t¢ thls company aprroxi-
mately 8% uwpon th2 sum srrived at, as heretofore indi-
cated.

There follows a tsbulated summary of the sums
weed in sccordence with the foregoing opinion. There-

after follove a form of order.




Lands and Franchises

Prodrnotion

Distridution

General

Working Omsh Capital and Material
axd Supplies

Total Rate Base

Zstimated Acorued Depreciation
Fand Jexuary 1, 1917
6% S. F. Basis
/

Bate
\‘l &‘—

$ 446,969.00
5 ,226,966.00

8,451,383.00

391,344.00
“QLOOOOOO '

$12,946,638.00

. Ammity
7, Dusis

$ 40,237.00
149,265.00
24,251.00

$213,753.00




ESTDGATED OPERATING EXPENSES

and,
INCLUD FIT
1917

rvice of Present 1

815 B.T.U. Gas

Total Gas Produotion 4,827,164 U Cu.tt.
Total Gas Sales 4,296,176 % n

Rate Base $12,946,636.00

Operating Expenses ,
Production and Transmission $ 1,007,505.00
Diatridution
Commeroial
Genoral other thsn Taxes

Total

¥ixed Charges
’ Interest at 8% 1,035,731.00
Depreciation inmity 213,753.00 -
Total 1,249,484.00

- Uncollectible Bills .54 ) 15,447.00
Taxes 5.6% 173,003.00

Total Return 3,089,352.00

Ions Briquett Yot Rovemme 65,720,00

$ 3,025,622,00

dvorage Rate per 1000 On.ft.Sold 30.7038




DISTRICT RO, Is
-mm.t port:.on of the City of Loe Angeles designated as follows:

2. Original City as Incorporated in 1850.

Pe ZExtonsion of June 1, 1869.

os City of Bollywood Addition south of the
southern doundary extended of Ses. 4,
Twpe 1 3., Be 14 We, S.B.B.% Xe

d. Colegrove Addition.

0. Wostern 44dition.

f. Tniversity Addition.

£+ Southern Addition.

k. 3Jhoestring Addition morth of the centor
line of Slaunson Avennoe.

DISTRICT XO, II:

City of Pasadens east of the center lime of the Arroyo Seco
Wash and south of the center line of Washington Avenune.

DISTRICT NO, III: _ oo
mmpm of the City of Los Angeles designated as follows:

&. Highland Park Addition.

Y. Arroyo Seco Addition.

Ce Garvanzae Addition.

4. East Hollywood Additiom south of
San Bernardino Bass Lins.,

0. City of Hollywood Addition not in-
sluded in Dlatrict Xo. .I.

f. Palms Additien east of N. and S.
section line extendsd between
Jose NOe 4 and Sec. Noe 5, Twp.
z SO' RO M w-p SCB.B.& M.

Shoestring Addition north of Mane

chenter Avenue and south of
Slauson Avenus.

h. Balrdstown LA tion north of Hunt-
ington Drive.

Ingorporaste territory of,

i. City of South Pasadens.
Je City of Al bamdra.




TABILE NO, XIT (Oont'd)

DISTRICT 0. IV:

1. That part of the City of Los Angeles szd City of Pasadens
0ot insluded in Districts No. X, No. II and No. IIX, served by
los ingeles Gas and Eleotric Corporation. ,

2« ' Incorporated territory of,

;9
-8
Ce
de
Oe
fe

e

San Xarino.

San Gadbriel.
Eagle Rock.
Batington Pari.
VYornon.

Yatts.
Inglewood.

3. All incorporated and unincorporated territory whick is
served by Los/ingeles Gas and Eleotric Corporstion sud not in-
ocluded or listed sbove in Districts Nos. I, II snd IIXI.




" Thoso sohedules Nos. 1, 2, 3 and 4 apply to territory as set
Zoxrth i1n Distriots Xos. I, II, IIX and IV, respectively.

CTER OF 3
Thase achedules apply to domestic and commercial service for
lighting, cooling sud heating, otc.

1.
Pirst 5,000 Cu.ft. per notor per mOBth «..684 por 1000 Ou.z't.
Yoxt . 5,000 " LJ.606 "

XYoxt 25,000 ‘ i ,
Xoxt 25,000 "
411 over 50,000 "

LE 2]

”
"
"

.0.50‘
vosdBf
SCEEDULE $23

Pirst 3,000 Cur.tt. per mtoz- per mth. vee?54 por 1ooo Cn.ﬁ:.—

Next 7,000 YL G

Next 15,000 eea55§

Yext 25,000  veeB0f

411 over 50,000 -1

SCHEDULE 4#3:.
First = 3,000 Cu.ft. per meter por nonth eee80¢ por 1ooo Cu.fte
Yext 7,000 ved0f "
Next 15,000 Y
Noxt 25,000
A1l over 50,000

First 3,000 Cn.fte. yer noter per month eee854 ;por 1000 cu.zt.
ont Y 7,m .-.70‘ b

Xeoxt 15,000 eesbOf

Next 25,000 ces504

A1l over 50,000 veedBf

Minirmm Xonthly B1ll yper meter for domestio
sorvice for flats snd spartments where fowr (4)
or more meters are contimously sexved 1n one
20Cation A2 ON ONO BOYVICE = ~ = =~ = = = = = = = = = ~ 354

Linimm Nonthly Bill per meter for dowestio
and commercial service othorthmabon—-------so{




ORDER

Los Angeles Gas & FElectric Corporation having
spplied to the Railroad Commission for an order estab~

1ishing the rates to be charged by sald company for the
service of gas %o its customers in Los Angeles and adja-
sent cities and manincorporated territory, and the City
of Los Angeles having filed its complaint against the rates
and charges of Los Angeles Gas & Electric Corporation for
zas served in Los Angeles, and said proceedings having
been comsolilated Lor hearing and decision, driefs haviﬁg
boen filed and these vroceedings heing mnow ready Lor de-
¢ision, the Railroad Commiszion heredy ﬁinas as a fact
that the existing rate of Los Angeles Gas & Electric Cor-
voration for the service of gas of spproximately 815 B.T.U.
per cubic foot heat content at 68 cents per thousazd oubic
feet, is unjust and uwnreasonasble and that the rates herein
established are just and reasonsable.

Basing its order on the foregoing findings of
foct, and on the other findingas of fact which are contained
in the opinion waich precedes this 6rder;

IT IS HERFEBY ORDERED that Los Angeles Gas & Elec

tric Corporstion file with the Railrosd Commission within

twenty deys after tho dste of this order, snd meke offec—
tive for meter resdings made onm mnd sfter September 15,

1917, the following schedunle of rates for gas:




IERRITORTs
This schedule applies to Bate Distrioct Yo, X, which in~

oludes the following territory:
et portion of the City of los Angeles dssignated as follows:

a. Original City as Incorpomted in 1850.

b. Extevsion of June 1, 1869.

0. City of Hollywood Addition south of the
soutbern dounldary extended of Sec. 4,
m. 1 5.. ‘B.. 14 W-. 303.3-&

d. Colegrove Addition.

0. Vestern Addition.

f. TUniversity Addition.

ge Southern Addition.

b. Snoestring addition Fortk of the Conter
Iine of Slauson Avenus.

CHARACTER OF SERVICE:

T™his schadnle applies to sale of “815 B.t.u.™ gas for do-

mestic snd commerocial sexvice Zor nghuhc. sookxing, heating, eto.

RaTRs .

Pirst 5,000 Cue no p.l' !btor w r 1000 Cue. Xt.
NYext B, 000 " 60

Next 15,000 had 1.7

Next 25,000 " JE. 50¢

41l Ovexr 50,000 » 454

M‘

MWnimum Monthly 311l per meter for domestioc ssrvice
for flats and apartments where four (4) or more meters
aye oontinmuously served in ons looatlon and on one
s0Ivioe ===

Woimmn Bonthly BLll per meter for domostio and com-
mexcial service other than AdDOVe ===

5Og




TERRITORY:
This scheduls applies to Bate District No. IX, which
incluldes the following territory:

City of Pasadena oast of the center lins of the Arroyo
Seco Wash and south of the center line ofmm:agtonlvm.

CEARAOTRR OF SFEVICR;

This schedule applies to sale of "6l5 B.t.u." gas for Ao
mestio and commercisl ssrvice for lighting, cooking, besting, eto.

2ATE

» 1,000 cu.
J
”
"
|

nimm onthly 211l per meter f£or domestic
service for flats and apartments where four
(4) or more meters are continuously served
in one location avd on ODO SOXVIoe ~-

s5¢

Minirxm Monthly 51ll per meter for domestio
and commercial soxrvice other than above ==

50¢




ZERRITCRY:
m. schedunle applies to Rate District No. III, which in-~

cludes the followlng territory:

That yart of the City of los Angeles designated as £ollows:

a. Highland Park Addition.
be Arroyo Seco Addition.
¢e Garyvanza Addition.
d. REast Hollywood Addition south of
San Bermardino Base Lime.
0. Clty of Hollywood Addition not ine
cluded in Distrioct No. I.
f. Palum L44ition east Of N. and S.
section line extended bhetween
Sec. X0« 4 and Sec. Xo. 5, Twp.
2 Sep Re 14 Wa, S.BuBol& Mo
Shoestring Addition north of Uan-
cheater Avenns &nd south of
Slauson Avexrue.
h, 3Balrdstown Lddition north of Bmt-

ington Drive.
Insorporate territory of,

i. City of South Passdona.
Je City of Albambra.

CHARACTER OF JERVICE:

This schedule applies to sale of "615 B.t.u." gas for 4o-
mestic and commercisl service for lightinmg, cooking, heating, etc.
- BATE:

Pirst
Next
Noxt

3,000 oun.ft. per Mater per lo.
7,000 cu.fte por Uster per Mo.
15,000 cu.ft. per leter per Mo.

Noxt 25,000 cu.ft. por Meter por ld.
All over 50,000 cr.Zt. por Noter per lo.

MINTMOM BILL:
Minlmom Monthly B1ll per meter for dcmestic service for
flats snd apartments where four (4) or more meters are |
continnonusly sorved in one location and ox ono sorvice = 35¢

Xiniomn Moathly Bill per moter for domestic and commer-
cial service other than gbove - 50¢

=33~




GAS RATE SCHEDULE

NO. 4

TERRITORY :

This mohednle applies to Rate District No. IV
which includes the Lollowing territory:

1. That part of the City of Los Angeles and
City of Pasadens 1ot included im Districte No. 1, No. IX
and No. IIX, served by Los Angeles Gas ard Electric Cox-
poration.

2. Incorporated territory of:

8. San Marino

b. San Cabriel

¢. Zagle Rock

4. EHuntizgton Park
e. Vermon

g. Inglewood

3. LAll incorporated and unincorporated terri-
tory woich ie served by Los Angeles Gac and Electric Cor-
poration and not included or listed above in Districis
Yos. I, II and IIX.

CHARACTER OF SERVICE:

This schednle applies to sale of "815 B.T.U."
gas for domestic and commerciasl sexviee for lighting,
cooking, heating, etec.

RATE:

3,000 cu. £t. per meter per NMo.
vex 1000 cu. fL%.

7,000 en. £t. per meter per Mo.
per 1000 cu. ft. ¥

15,000 cu. £t. per meter per Mo.
per 1000 cu. ft.

25,000 cu. £t. per meter ver Mo.
per 1000 cu. ft.

50,000 cu. £t. per meter per Mo.
per 1000 cu. £t.




MITIMUL BILLE
Wipimum Monthly 31ill per meter for domestic
service for flate and apariments where four (4)

or more meters are continuously served in one
locstion snd on one service 35¢

Minimuom Montkly 24ll per meter for domestlo
gnd commercisl service other than above - =504

Phe foregoing Opinion and Order sxre hereby avproved
end ordercd filed as the Opinion and Order of the Railroad

Commission.
Dated st San Framcisco, Californla this 21st day

ipn Jele o

of August, 1917.

Commisaioners.




