Decision No.

BEFORE THE RAILROAD COMMISSION
OF TEE STATE OF CALIFORNIA.
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CITY OF WEITTIER,
Complainant,

-V8~ CASE NO. 1049

SOUTEERN COUNTIES GAS COMPANY,
OF CALIFORNIA,

Defendant.

Jeff G. Wingert, City Attorney,
for Complainant.
Eunsaker & Britt and LeRoy M.
Edwsrds, foxr Defendant.

-
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BY TEE COMMISSION:

The complaint iz the above entitled matter alleges
thet defendant's rate of $1.20 por thousand cubic fest for

natural gas served to the inhabitants of Whittier 1B in ex-
co8s of & just and equitadle rate axd prays that the Commis~
sion f£ix a just xate.

Defondant in its apswor alleges that its rates are
as shown in Table No. I below; denies that 1t charges a ‘mtc
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of $2.20 excopt 25 shown; glleges that its rutes sre Tair,

Just exd eguitadle, smd that = lower rate would not onsbdle

1t %o earn & feolr return upon 1ts invesitment snd requests

Thet the complaint be dizmissed. 4 pubdlic hesring of +he
- case was conducted oy Zxaminer Westover at Whittier.

The principsl theory ofAcomplainanx’a cale, a8
presented, was that dofendant was moking lower rates for
natural gee in ather territory then in Whi4tier, and +hat
1% hod agreed to reduce 1ts rates %0 s besic rete of $1.1C
20t per thousend cubic feet on July 1, 1917. DParticnlsr
roeferonce wus made to the rates inm Orange, Senta Ans, Ang-
deinm and Fullortonm, Orange County, where the highest rate
is 75¢ per 1,000 cubic feot and in Pomons where the top
rete is $1.10 ver 1,000 cubic feet &s compsred with $1.20
per 1,000 cubic feot in Waittier. The tostimony of ded

- fondsnt waz t0 the cffect that soom after meturel gas wa3
introduced into Whittier it promised to later make & re-
duction In rates provided the first year's operation showed
that cuck & reduwetion wes Justified. Xn Fedbruary, 1917,
Southern Counties Gas Company definitely offored to put
fzso offect on July I, 1917, rates which would result in
a meteriel reduction Lrow the prosent rates provided gas
bills were void within 15 deys of »resentation, =2nd upon
condition that the agitetion for lower gas rates be
dropped by the Chamber of Commerce. The offbr, howaever,

was not accopted.




Ve wili Lirst comgider and discuss rates for
Thittler without verticular regsrd ¢ ey previous
d;scussion betweezn the parties az %o wiat rute should
be esteblisked there, aad witkouwt regard 1o ratez os-

, tablished in otker territory, and theresfter consider.”
the guestion o2 discrimination between districts and
cit;es.

Defendent was incorporsted February 23, 1911
end subsequertly acuyuired by purchase s nunber of are

tificial ges plents and properties in Toz Aingeles and

Orgnge Couwnties, including tte production and d1stridu~

tZon plent cexving Whittler, and whick 11 haz sine operat-
od.. Sinco acguiring these various systems defendunt hee,
Zrom time to0 %time, extended nstursl ges transmission

lines to the several systenms and i3 now sorving nstural
goz to its customers in place of artiffclal gec.

Yo the latter part of 1915 deferdant errarged,at
the eernest solicitation of the Chember of Commerce of
Thittier, to bring in natursl ges from the Coyote Hills
£4e01d, ond for that purpose lader laid a four inch trcpemissim
main ebout fourteen miles long to Whittlerx. Se:vice ol
netursl ges in Whittier was commerced sboul Fedbruery I,
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The ordinance rate for artiflicisl gas which de-

fendant found in effesct in Whittior when it purchaseld the
systex on April 1, 1911, from Southern Californie Rdison
Company, and defendant’s new monthly rates for nstursl gas
for domestic and industrial mae are shown in the following
table:

TABLE NQO. I

GAS RATE SCEEDULES
WEXTTIER

(1) Artificial Ges Rete Effective 4prdil 22, 1912. (Ordfnance )
Rate

Up to 8,300 cuefts POTr mMOe eoe B1.20 pexr 1,000 cu.ft.
Botween 8,300 and 10,000 cn.2
per month ..........mo.oo Lor oentire con-
sumption.
ALl over 10,000 cu.£t. per mo. 31.00 per 1,000 cu.ft.

Minimem BLll 81.00 per Mounth per MNeter.

(2) General Domestic and Commerciel Rate for Naturel Gas:

Mrst 2,000 cn.ft. por mO. .. 8$1.20 por 1 OOO on.ft.
Next 3,000 ee 120 "
10,000 " .o «80 '
v 15,000 .o «60
" 20,000 X 40
50,000 T se «30

Minimmm BLill $1.00 per Meter per Nonth.

(3) Special Off Peak Industrisl Rate * N
Mrst 2,000 cu.ft. peT mo. .. %1.20 per 1,000 ou.ft.
Fext 3 OOO " ee L1100 ™ f "

bl 5 OOO " o «5C

T 10 ,000 " AP 7o Y
A1l over 20,000 v " " e 20 ™

] Micimum Charge $1.00 per ionth.

* Applicadle to service where heavy de-
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gemsnd fz not coincident with heavy
demand hours o«f domestic conmtmers.
Subject w0 shut-off on IV nminutes
notice.

In 8ddftion to schednles shown in Table No. I
there fo. an indnstrial rate schedule Por: gas engine ser—
vice varying from 30f per 1,000 cu.ft. Lor the f£irst
200,000 %0 20£ per 1,000 cu.ft. Lor all over 500,000 cu-
blc feet.

The natural ges now served in Whittier contains
practically twice the hosting valne of the manufactured gas
previdusly served. The natural gas cortains in excess of
1100 British Thermal Unite por cubic L£oot md the. manfac-
tured gpproximately 575 units. This 18 equal to s reduc-
tion of spproximately 400 in the artificisl gas rate where
the patural gas wodwct is served at the same price per 1000
en. £%. The result of the introduction of matural gas into

Woittler was & reductlon in sales from 1930 cubic feet per
conswmexr in Mareh, 1915, tw 1030 cubic feet pexr consumer in

Merch, 1916. Revemus was reluced approximately 405 without
arn equal reduction in expense.

Following the introduc®on of naturasl gas defend-
ent at once began a very vigorous campaign to Increase the
consumption of gag. The result of this campeign is shown
iz the Imeresse In xevenue In Whit tler under the mue rates
from $1,931.95 in July, 1916, to $3,115.9C in June, 1917.
The domestic =xd commercisal sales incressed 40 approximate-
1y 2.170 cuefte for month of March, 1917, due lergely to
increased use of gas foxr heating anld other puxposes for
waich art{ficial gas was not used, and to the fact that
March, 1917, was cooler thex ususl fx Thittlier. Defexiant
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estimates that ag & result of 1t§ house to houge canvass,

1t now supplies 90% of tre posaible cooking and 1ighting
buginess in Whittier. It believes that sale of ges for
héating Yurposes cen be still further materially increased.

| The defendant submitted an inventory and e3timated
cost to reproduce new of the Whittier gas properties by
W. A. Baohr as of February 1, 1916, used in other mattors bo-
fore the COmmisgion, Plus cost of net additions and better-
ments to June 30, 1917. The properties listed inm said ap~-
Praisal include not only property in Whittier dut also a
Prorate of general capital besed wpon the relative number of
consumers in Whittier. It was necessary to prorate certain
of the local capitsl owing to the fLact that service is ren-
dored o consumers outcide of tkhe City of Whittier, in the
Company's Whittier District. The eppraisal submitted 4im

“zed as fLollown-

TABILE NO. IT

APTRATSAT OF WHITOTER GAS PROPERTY
BY W. A. BAEER
AS OF FEBRUARY 1, 1916
| Plus
NET ADDITIONS AND BETTERMENTS
To
JUNE 30, 1917

Percont Charge-
2ble to Thittier  smount

General capitel including office

Larniture, euntomobiles and cer-

tain overhesd coste 29, 81,087.53
hittler Artificial Gas Plant % 41,277.75
Gag Transmission Iine from 0Ll Melds 23,044 .44
Distribtution System -~ Whittier A 85,142.58
Whittler District Goneral Capitsl in-

cludicg store-room forniture and
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Percent Charge-
able 1o Thittier Amount

Brought Forwerd 2150 ,5652.30

fixtures (sbout 60% of the a- |
mouwnt being material and supplies) 84.9% 20,398.09
Worldng capitel (2 mos. average exporse)84.9% 4,160.10
Orgenization Expense, Prorata 1,616.27

motel $176,626,76

No detaliled check of the inventory and valuation
was made In connection with this hearing. M¥r. L. S. Ready,
Assistant Engineer.in the Gas and Electric Department of the
Commigslon, stated that from gemerel comparison with other
valuations of closely similar properties he counsidered the

smeunt of $176,626.76 & remsonable estimated rate base for

2 system of the 8ize and extent of the Whittier gses system.
Prom a forther coneid.é_ration of the testimony, we consider
the estimate reasonable.

The valuation includes the estimated cost of the
sartiificial gas plant and the entire transmission main to
Thittier except for proportion deduncted for services direct
Lrom tkhe maine. Complainant questioned the inclusion of
these Decause, first, the artificizl gas plamt was not in
use, znd second, the tranamission main has been extended and
is being uneed to supply the &imtricts noxrtkh of Whittier in-
clnding Monrovie, Arcedie and Sierrs Madre.

A part of the gas production plant is used in
connection with the dlstritutiozn of natursl gas, and only
& pert, such as generators and accessories, might be con-
sldered as not operative. Considering the ;‘.&ct that the
srtificisl plant was constructed and opersted in good Lalth




end further that 1t remzins at this time 28 an insursnce

of cervice, 1t should be retained for the present as used

and wseful. We, therefore, allow the entire cost‘of the

rlent. The pipe line £Lrom the o0il wells has been extended
g0 that it now transmite gas not only to the Whittier Distriet
but to Monterey Park s2xd vioinity, El Mozte snd vicinlity, and
to the Monrovia-Arcasdia~Sierrs Madre District. The initial
irvestnent in the pipe line to dDring the gas from the field
to Waittier was charged to Whittier District although the
line has been extended beyond Whittier. '.'.fhe au'baeciuent ex-
tensions have been charged to the comrunities to which gas
wag trozemitted. In thie instance, however, the line %o
Whittier will not, in the future, bPe sufficlient to much

more thar supply the Whittier reoquirements. A new line

is row under consideration which will comroct direct to

the MNonrovia-Arcadia-Sierrs Madre &istrict. With tke come
pletion of thie line the Whittier line, a2z far as Whittier,
will e used slmost golely for the service of that oity.

Wo have, therelfore, not deducted any capital Lrom this
accomnt.

Dofendant sutnmitted az earning statement for the
year ending June 20, 1917, the Zifth to seventeenth months
of natural gas service, which showed for tkhe 12 months 2 net
earning for interest and deprecintion of 7.35% upon the
above valuation basis, a rate less than that ususlly al-
lowed by the Commisslion unler similar c¢irowmstsnces. The
oeaxninge ZLor interest and depreciation for the Lirst six
months of the period were at the rate of approximately




6.1% and for the last six months X about 9%. This in-

crease 1s due in part to the greater normal use during
spring months than in fall and.‘to the incrense in use ‘91
gas recently from the company's development of business.
4 suitadle annmual sinking fund to provide Zor d.epreciation

the
would smount to about 2.2% upon/above valustion. .

TABLE XO. IIT

STAPFLENT OF RBARNINGS IF THE CITY OF WEITTIER

TWELVE MONTES ENDING JUNE 30, 1917.

Gross Incomq

Gas Sales 436.,894.09
Store Profits 858.24  $36,752.33

Operating Expenses

Production % 6,349.04

Transmission 556,68

Distridution 6,605.98

Commercial 5,321.19

Gexneral 2,922.86
Taxes 5.6% Cas Sales 2,010.07 $2%,765.81

Net Income before providing for .
Depreciation 412,986.52

Por cent Income upor Investment per annum
YeLore providing for Depreciation 7 «35%
The ovidence showa that defendant has not cor-
rectly charged‘roplaoemont- costs. All labor charges have
beeon included in mainterance while cost of material sban~
dored has 'bpen deducted from oepital, and coat of materisal
1nstalled added to capital. The result hes been 0 in~




creace the maintorsnce cost. Devreciation reserve to
cover replacements hﬁs not been set zside.

Doferdsnt hazs been expending counsiderzble money
end labor in the ldeveloping ¢£ 4its gas sales ixn Thittioer
and adjacent texritory. This expense was sbsolutely
necessary in order tiaat defendent could incresse zsles.
sulfficient 0 ecrn a reasonadble return on its invesiwment
at the existing ratez. Strictly spcaking, this develop~
et cost zhould not be charzed entirely to existing con~
stmers, bdut paxrtly to suspenze to be prorated 10 the future
lerger sales resulting from such expense. COrrectioné Lox
tke above fiteme will result in 2 reduction of the yesr:
operating exponses chargeesble to the yeor's businesa;

Suek roductions In operating expenses ghould be wertlially
offset by additional earnings to cover previous losses tee
sulting from Introduction of natursl ges and the sccompany-
fng reductiion in revenuse.

The compary ectimetes a conciderabdble incresse in
business for the eénsulng year, though probedly not s marked
en increaze as oceured during tze past twelve months. Cone
sidexring the increasing cost of other forms of fuel ot the
present time the compeny showld reslize a grealer increase
then 41t anticlpates.

The net eerninge for the ensuing year, afier cor-~

recting for the deductions and sdditions referxred o gbove,

be
cannotz@stimated witz the irformation scvailsble to &s
0%

setisloctory degree[@ccuracy‘as 1% desirgble. Defend-

ent®s dovelopment exponses in the effort to restore ite fall-




on revenuses have been large. The development process is
not complete and the revenmee will continue to incresse
materially. This bas been the history of otker looa.l;-
tles where natural gas has been introduced.

The net earnings for the ensuing yeer 31111,
from consideration of the evidence as to operating expen-
8es and growth of dusinese, exceed 8% return exoclusive of
depreciantion.

Yo will now refer to the ¢uestion of disorimina~
tion betwoon dlstricts and cities.

The rate in the princ:.pal cities of Qrange County
(‘75& per 1,000 ou.ft. for the smsller sales) was voluntarily
rut Into effect whem matursl gee was firet introduced. De~
fondant bas 3ince contenfed thet the rate does not yield &
falr return and go testified in the present case. No re-
corde were introdunced dy either party setting forth the
facte regaxding the zctuel met return.

The cities of Pullerton, Santa Auna and Ansheim do
not &iffer materislly Zfrom Whittier sad there cammot be any
reasonable Justification for a 45¢ differential in the rmte.
Wo quenstion that a difference in the net return can sccount
for any great amount of the difference.

The rates for similar service in Garden Grove,
West Orange, El Modera and other of the smaller towns in
Orenge Comnty commonces with $1.00 per 1,000 for the first

2,000 om.ft., 80¢ pexr 1,000 for the mext 3,000 cm.ft., with

a further reduction for larger oonmptionp. These rates

wore put in effect voluntarily by the company and for the

smaller consumptions sre materially lower than in Whittier.
It was impossidle to determine the reasonsbleness
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of the rates in Pomons from the investigetion in Case lo.
1051 owing vo the faet that ratural gas ha¢ been served Iin
Pomons dut one month et the time of the hearing. Pomona

is, however, & city closely comparable in size and zas ser-
vice with Tnitiier and defenSant continued the exlsting

top rate of $1.10 per 1,000 cu. £t. there, reducing the rate
Zor larger consumptions, so that the average rate, ﬁnder cor~
tain conditions, is less than in Waittier.

The raves of defendant in the smaller
communities in eastern Los Angeles County which sre served
with nstural gas from the came 0Ll fields and which regumire
a2 transmission beyond Whittier of over 15 miles sre, under
certaln conditions, materially lower than those charged in
Waivttlier. The schebule of rates for domestic and commerceisl

service in lonrovia end Sierra Madre ig as follows:

First 1,000 cu. £t. per momth .. $L.25 per 1,000 cu. ft.
"

"

3,000 " «90

v 15,000 " .70

v 30,000 " « 50

Noxt 1,000 " 1.0 "

All over S0,000 " %0

Promnt Payment Discount

2 dlscount of 104 per 1,000 cu. £t. will de
allowed for all gas in excess of 1,000 cu. T%.
L€ vI11l is weid witain 15 days of presentation.

ey

ot

A comparison oFf the %ills under this rate
and thet now irn efifect in Taittier shows that except for
smaller consuwptions the net rate in Monrovia is matorially

lower thaan Talttioer.




B T L L
WeITtTer  Yonrovia
e )

Cu.ft. per Xo. 1,000 1e20 . 1l.25
2,000 2.40 2.25

5,000 5.70 4.66

16,000 1370 10.656

20,000 - %6e70C 13.656

30,000 - 28.70 17.65

50,000 30.70 25.65

The net rates in the municipalities of east ILos Angoles
County are tke ssme as in Monrovis.

It ie apparent from the above that the defendant
has granted & mmoh lower rate for all bmt the smaller con~

sunere ir the small municipalities in eastern Los Angeles
Comnty.

Vo must conclulde from en anslysis of the evidence

in this case that the defendant has bBeen and is diserimi-
nating agsinst Whittler in the rates charged for gas service.
Such discrimination shonld de removed. Defendant hes vol-
untarily put into effect in other communities rates lower
than thoee charged in Whittier, sxd we xust assume either
that 1t 1s esrning a fair return under those rates and can
do the ssme In Whittler or that defendant is willing to
operate for a lower rate of return in the other municipali-
ties than 1t desires the Commission to allow in estimating
tre rates to be charged in Whittier. '

Dofendant hes signified its intextion to request
& revision of its rates throughout its entire territory.
To date no suoch zpplication has been received. In czse such
request is made the matter of ressontble rates and disorimi.
pation will be fully determined.

The discriminstion as set forth herein should be
rexoved in so far as it cen be determined from the evidence

at hand.




The rates herein set forth are calonlated from
the evidence to be just and reasonable.

City of Whittier baving filed complaint that rates

for gos sexrvice charged dy Southern Counties Gas Compeny in
the City of Yhittier are unjuat and unressonable, and a
pudlic hearing having been held and the osse beling submitted
and now ready for decision, .

The Commiesion heredby finde ae & fact that the
rates herein oste.bliéhod for generel domeatié and commercial
service and specisl off-pezk industrial service of natural
gas in the City of Whittier are just and reasonadle and that
the rates now in effeot for saild service in the City of Whit-
tier are wnjust and unnreasonsble insofsr as they differ fLfrom
said rates estadblished dy this order. )

Basing ite order upon the above finding of fact
and the L£indings set fortk irn the opinion preceding thie
order,

IT IS EEREBY ORDERED that

Soutbern Counties Gas Compeny be and the Bame is
hereby ordered to file with the Rallroad Commiseion within
20 dsys after date of this order and meke effective for the
regular meter readings made on or after Xovember 25, 1917,
the following rates:

TABIR NO. I

GENERAL DOMESTIC AND COMMERCIAL SERVICE

TERRITORY: N
City of Whittier.




CEARACTER OF SERVICE

Thds schedule applies o szle of Natural Gas of ap-
roximately 1100 B.T.U. per cubic £00t £or genersl domstic ma
comme rcial service for lighting, cooking, heating, etc.

RATE 2

Pirst 2,000 oun.ft. per Meter per mo. 31.10 per 1000 cu.ft.
Next ,000 ¢ -

b 15,000 «60

= 30,000.‘ i " ” " «40
A11 over 50,000 " v v S0 "

Mindmum bLll $1.00 per month per metex

TABIE NO. IT
SPECTAYL OFF-PEAK SERVICE

oY= ) |
City of Whittier.
CEARACTER OF SERVICE:

Thisg schedule applies only %0 indnetrisl comsumers whose
nowrs of he avy demand, if any, are not coincfdent with the beoavy
demand hours ¢f domestic CORSIOTS. Consumers of this class
may be shut off on thirty mimtes notice in the event of an
actual or threatened shortage of gas.

RATE =
Pirat 2,000 cu.ft. per leter per mo. $1.10 per 1000 cn.ft.
Next 3,000 r » " " Yo Tk ™ "
" 5’000' ’ -6@ » v
" 10,000 " " A T
A3 over 20,000 ” ," ‘ 20 T "
Wepirmm 5111 $1.00 per montk per meter

15~




Rates foxr other clamses of aservice in the City of

Whittler not herein set forth ahall continue without modifi-

cation.

Deted at San Framcedisco, California, thism W .

day of November, 1917.
N v,
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