EB

Dacigion No. L

BEFORE THE RAIIROAD COMMISSION
OF TEE STATE OF CALIFORNIA.

“‘/‘/é/,ON uoIsSIOa(}

cne00wam

In the Matter of the Appliocation }
0f the SOUTEWESTERN GAS COMPANY APPLICATION NO. 3163
for permission to change rates.’

Clande E. Webber for Appliocant
W. C. Petchner for Town of Eemet.

BY THE COMMISSION

0ZIEIQE

This 18 the application of the Southwestern

Gas Company for an increase of its rates for gas in the
cities of Hemet and San Jacinto, Riverside Couaty, Call-
fornia, in which citlee it operates anm artificial gus
production and distridution system.

In 1te application the company alleges that
the present rates are not sufficlent to allow interest
on the money invested; that the increased costs will

cause a serions deficit in the conpany'™s operations snd




that the present rates are not equitadle to all sonsuners.
The company requests authority to increase its rates for

artificiel ges sufficlent only to meet the increased
operating expenses caused particulaxrly by the incressed
coet o2 :;.‘ue:!.. Iz the original application 1t asked that
cortain rates be epproved. At the noaring, however, the
company amended its application and =2sked that the Com-
mission fix a rate which it should f£ind to dbe just snd
reasonadle.

A hearing in this matter was held before Ex-
aniner Zncell at Hemet on Novemder 134k, at which time
oevidence and testimony were introduced.

The rates cha.rgec. by SOuthwestem ¢as Company

for gas of spproximately 600 B.T.T. Per cubic oot hmve,
in the past, and now consist of & winter and summer rate.
These rates have mever been passed on by the Commission.
. The winter rate is $1.50 per 1,000 cublec feot
where tkie monthly consumption is less than 3,000 cubio
foet and $1.25 per 1,000 cubic feet where the comsumption
exceods that amount. The summer rate, ckarged from
April Ist until October Zlet, is £1.50 per 1,000 cubic
feot where the monthly coneumption is less than 5,000
cubic feet. TWhere the comsmmption exceeds 5,000 cnb;c
feet por month there 1s & discomnt of 5¢ per 1,000 cubic
feot for each 5,000 cubic feet consumed. The minimnm
b11l charged in both cases is 754 per meter per month.
Assistont Enginoor W. J. Zammond of the Com-
nission's Gas and Electric Department submitted & report
and testified rogarding the approximate capital invested
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by the Southwestern Gas Compsny, the revenues and ex-
vonses f£or the last three years and the effect of the
incresgsed cost of oll upon the company's net revenue and
operating expenses.

From Mr. Hammond's testimony it appears that
the estimated investment iﬁ.these properties is approxi-~
mately $40,000. This estimate appears sufficiently ac~
curate for the determinations in this matter.

The revemmes and expenses together with the
returns realized Zfor the three years last past are set
forth as follows: |

1914 1915 1916

Operating Revenue $9,441.89 310,268.93 $9,428.18
Operating Expense 7,877, 7,61%.82 7,458.14

Net for Interest anld
Depreciation $1,864.12 82,755.11 $1,970.04

Xet Rate for Interesct
and Depreciation 4.66% 6.9% 4.9%%

Fot Rate for Interest 1.85% 4.1% 2.12%

The statistica f£or the year 1916 show the following:

Barrels of o0il used 2,336
Total gas manufactured 7,157,900 on.ft.
Total gas sold 6,426,300 "
Average number of consumers 315
as 8014 por consumer 20,360 cuaft.
Revenue per comsumer (Incl. Misc.

Revennes) 8$29.93
Rovenne per 1,000 cu.ft. s0ld

(Inel. isec. Revonue) 8 1.47

Gal. 0411 per 1,000 em.£t. s0ld <15.3 gals.

During the year 1916 the coupany pald £1.05 per

Pbl. for 0il delivered at Hemet. The coet of 04l steadily




increased until Augumet 1917, since which date the company
bos paid $1.70 per Bvl. for oil. Mr. Webber, memager of
the company, testiffied thet he was unable to obtain & con-
tract for oil and was, therefore, required to pay prices
subject to market Lluctuations.

Avplicant's business has not shown aznyincreases
during the past I yesrs &s will be noted by reference %o
the revemmes Lor 1914, 1915 and 191é end 4t is prodable
that without materisl increase in investment the comp&ny's
gas business will not be much greater im 1918 than in 1915
or 1916.

Mr. Mobber testified that some re-arrsngements
wore beirg made at the company’s vlant by which he hoped
to realize & slight saving in o1l and 8lso by the exton~
glon of certaln meins between 30 and 40 new consumers
would be added to tho compeny's system. Such will not,
however, offset the materiel increasce in oporating ex-
pornses resulting from the incressed price of oil.

The increase in oil cogt of é5¢ pexr Bbl. over

1916 price, 1f epplied %o the smownt purchased during that

yesr, chows an inoresge in operating expenses for thst
item alone of $1,518.40 or %.236 por 1,000 cu.ft. of gas
s0ld. Cther expensee will tend to incresse this cost
furtker. This increace slome will require &u aversge
rate of $1.71 per 1,000 cudic feet sold to return the seme
low net return recelived In 1916.

It iz apperent from the above that if applicant
1z not granted relief 1% will,‘unaer the present o1l

prices, bve barely able to meet its operating oxpenses in




the Inture and will, thereZore, not be sble to earn any
returz wpon its investment.

During the presert national crisis a company
muet not only economize in every way possible but must
algo expect in many Instancee to have to forego & con-
giderabdle part of ite mrofits. In the case of thiz cone
yany, however, its net earnings have been below the cost
of money and we believe that, comsidering these previouns
losses ,, the applicent is entitled at leart to 2z incroase
oZ rates which will a8 nesr &as possible offset the in-
creesed cost of oil.

2pplicant in this case asks only for an increase
suffliclent to offset the inerease.in the cost of o4l and
statesn thz.zt\ iz the future, 1L 01l prices decline, 1t will
be willing to reduce its rates for gne.

An increase In gae rates in genersl is sccone
panied by a loss of some busirvess owing to the greater
econony on the part of comsumers sud to the changing to
other fuels. TUnder +tkhe precemt conditionms, howe#er,
practically all other foxms of fuel whickh car be msed in
competition with gas have materielly advanced in price

also, g0 that any materisl decrease in sales alccompa.nying

suckh an increase will probebly not be realized.

It z2ppears from the testimony in this nmatter
that a form of rate which womnld tend to encoursage ine~
creased use of gas and also ome that wonld emcomrage the
yrompt payment of bills at the company’s office wonld re-~
sult in & material saving to both company and the con~
sumer aud not require as high & rate as world be ro@uired
otherwise.




The rates set forth 1n the order herelin will
roesult in an irncrecsed revenue sulficient to compexnsate
for the increase in oil cost provided the sales do not
decrease materislly. In this echedule & discount of 254
for prompt payment is made on all bille to encomrsge pPay-
ment and reduce cost of collection, which it appears will

reduce operating expenses consciderably.

ORDER

. Sounthwestern Gas Compeny having spplied to in-
crosse its gas rotes exd & hoaring having beon hold and
the matter being subtmitted and now realdy for decielon,
and the Railroad Commission finding as & fact that the
existing rates undexr the present conditions of cost of
operation are unjust and unreasonable and thet applicant
shounld be granted sutbority to inocreasse its xates to
those set forth in this order, _

I7 IS EEREBY ORDERED that Southwestern Ges Com-
peny be and the ssme is hereby suthorized to charge and
collect the following rates for gas of 600 B.17.T. per our-
bic foot average heat contont in the towns-of Hemet and

Ssn Jacinto and contiguoue terrxitory.

SCEEDULE A"
GENERAL GAS SERVICE

RATR:

First 400 cu.ft. or less per meter per mo.
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Next 1,600 cu.ft. per meter per mo. $1.75 per 1,000 cu.ft.
4 3’000 ” ” ” v ™ 1.50 w " "
” 5,000 w »w ” " r 1.30 ”w. ., 4 "

1

211 over 10,000 7 i ” LA L0 w "

Discount for Prompt Payment: A dlzoount of 25¢
- be made on each bill whick

ie paid ot the time H1ll is rend-

erod or withirn 15 days theresftex.

The above rates hereir ordered shsll be appli-
cable to all regular meter readings made on or after Decem-
bexr 15, 1917 provided Souxﬁfestern Ges Company shell have
f£iled with this Commiasion said rates on or before December

10, 1917.

Dated at Sen Francisco, Californis, this 0 “—

day o2 November, 1917.
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Conmmiseioners.




