Decision No, oA/

BEXORE THE RAILROAD COMMISSION OF TEER

In the Matter of the Application

of Southern Countiecs Gas Company

ol California for Authority to

Increase its Rates for Natural Gas Applicaticn 6068.
8upplied to its Soutnern District,

Including Long 3eack, Wilmington,

San Pedro, Seal Beacl and Contiguous

Territory.

LeRoy M. Edwardsand L. N, Whealton,
for Apmlicant.
Geo. L. Hoodenpyle and Rruce W. Mason
for City of Long Beach
Jess . Stephens, William P, Xealey, H. Z.
Osborne, Jr., Stenley C. Carnanan,
for City of Los Angeles, Vilmington
and San Pedro.
Adolph B. Rogenfield, Grover C. Gates,
Jo E. Burney
Tor Bast Long Beach Industrial & Im-
provement Association and Signal Hill
Improvenment Ass'n,
Geo. As Brown, for Long 2eack Chamber of
Commerce :
A. Du Reuiz, City Engineer Long Beach
O. Re Cline, City Gas Inspector Long RBeach
A. P. Zansen for Aparitmen®t House Association
A. J. Spinner, for City of Seal 3Seach
G. E, Marszh, for Long Zeach Improvement Ass'n,

BRUNDIGE, Commissioner,

QRINZIO:

Southern Countics Gas Company,applicant zerein, requests
autnaority to increase its rates and charges for natural zas SUp~
Plied %o-all classes of its consumers in i%s Southern Districs,
comprising Long Beach, Wilmington, San Pedro, Seal 3Beach and
contiguous territory.

Applicant alleges that since it ha3 been in possession

of this system the average rate of return realized upon Lts ine

vestment has not been fair and reasonsble and that under the Prese

ent rates it will not earn a fair return during tae ensuing year,
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largely because of increasez in costs of labor, materials and

natural gas which have recently bYecome effective. Applicant

further alleges that it nas been odliged to make large expen&itures
for improvements to its system; that the cost of money for financing
these beitterments has continually increased until at the present
time the cost of money has reached 8.4% with an average of nearly

7% for all money obtained to date; that at the time of purchase of
the Long Zeach propertics in 1916, the average investiment per coa-
sumer awounted to 862,90, wkile since then over $1,025,000 ras been
expended and the unit investment has increascd to more than 3125
per consumer. It is further alleged that because of orerating a
natural gas system, without maintaining artificial gas generating
plants as stand-dy eguipment, applicant is subject ¢to unusual haza
ards, and rates upon money obtained dy it, are therefore somewhat

in excess of those %0 oiner utilities taat, however, bvenefits

to the consumer in the form of lower rates, have resulited with <the
natural gas zervice, which zuch more thon bffset additional inter-
ect chorges,

Because of the kigh cost of money and hazard of opers-
tion, applicant asks that o ten percent return be allowed upon its
capital investzent. This raste it states is necessary %o induce the
investment of additional capital for financing inmprovements to‘its
systern, the estimate cost of wkhich will amount to $325,000, in the
Long Beach district during the vear ending August 1, 1921,

Hearings in this opplication were Meld in Long

Itacl av whica vime complete evidence wes introduced and he

mattor was thereupon submitted and s now ready for decision,

Lorng Beach and viecinity was originally supplied with
artificlal gas manufactured locally, In 1912, the Long Zeach Con-
solidated Gas Company introduced mixed gas purchascd from +the
Soutzern California Gas Company in Los Angeles, When +the pipe-line
from the Fullerton 0il Fields was complesed iz 1915, the present
natural gas service was started. The Southern Counties GCas CQmpdny
Purchased the property of the Long Seach Consolidated Gas Company
and at that tizme entered into a new and more favore
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able contract with Southern Califorrniz Gas Coxmpany for a gas supply
for Long Beach, Since the introduction of natural gas, Long EBeach
has experienced.s most phenomenal growth both in population and in
demand for gns. The original gas distributing and storage facilities
have proved entirely inadequate, and large sums have been reqguired

for additions and improvements t¢ plant equipment. However, after
q Ly ’

a detailed study of gas requirements, it is apparent that further

improvements must be made in oxder %o provide full and satisfaciory
sexrvice,

Zvidence introduced by certain of applicant's con=-
suers 1s to the effect that unsatisfactoxy service conditions were
experienced in several localities, especially in East Long Beach
and Seal Beack during the wintier veriod, Investigations and tests
by tae Commission's engineers show the need of considerable ad-
ditional compression, transmission and distribution facilities be=-
ing installed.

For many years Long Seack localities have experienced
much annoyaﬁce due to inadeguate service conditions, and there has
been a tendency for this troudble +o become more general with the
extension of te:ritoév served. Eastern parts of this district hove
suffered severely due to lack of proper gas pressure in *the mains.
This condition has been extremely acute in Seal 3each and portions
of East Long 3Beach, precsure frequently being so low that it was
comparable to a complete outage, making impessible the preparation
of meals and other operations for which gas is mos%t nceded,

Certain outlying scctions of trnis disirict, especial-
ly in the vicinisy of 5ast Loag Beach, have developed very rapide
ly. Tais nas resulted iz a demand for numerous gas mein extensions,
zany of which have been long delayed causing much annoyance to
Prospectiive consumers. Some time ago applicant was unable %o obtain
& sufficient supply of pipe necessary o make extensions, and also
because of a shortage of funds with which to finance the extensive
izprovements, work was greatly retarded, These coaditions are,howa

ever, past, ., and new extensions ag provided for oy the company's




rules and regulations are now being lald,

Avplicant calls attenticn to heavy peakx demands for
ga3 waica occur only during short intervals of a few hours daily
during the ter period. This condition makes difficult the rend-

ring of satisfactory service because of the extremely heavy

load placed upon all lires simultaneously, Southern Counties Gas
Company is largely dependent upon other utilities for its supply
of gas and during peak nours naturally experiences difficulty in
obtaining sufficicnt kourly deliveries to meet its requirements,
as other companies are subject %o similar peakx demarnds., Investi=-
gation of operating methods in tais district indicates the nece
essity of proviaing means for distriduting an increased amount

of gas from storage holders, during merning lours. This will
require the instalilation of additional cempressor units, and at
this time this Commission directs attention %o the advisability
of installing cquipment of ample capacity, whick may at some future
date form a part of an artificial gas plant. Adeguaie COTPresSsors
will assist largely in the rencering of good eervzce and will
also coantridute materially <o %the general welfarc of adjacent
naiural gas communities, by maxing »ossidble the most advantageous
utilization of storage capacity.

Applicant's petition in this matiter brings fortz is-
sues waich affect rates 1o an sual extent, 3ecause of <
ards of iis operations and the probable future necessiiy of con-
structing a large modern artificial gas generating plant when the

tural gas supply bvecomes exhausted, applicant asks that ia ad-
dition to paying all operating expenses, depreciation and 2 10%
return upon 1ts investment, it be granted rates sufficient %o
set £side a reserve fund of $50,000 per year which i+ yroposes be
carried in cash or liguid securities. It is claimed that such a
fund is nec¢essary to insure financial stability and to maintain
applicant's credit during the transiticn period from nastural to

artificicl gas service., It {2 proposed that funds in *his re-

SEITE Ve avadiavie: (1) to supplement inadeguate earnings at any
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time: (2) to amoztize non-operative properiy not covered by dee

preciation annuities; (3) and to provide funds for temporary loans

during émergency periods.
Applicant's proposal iz in eflect that its income

Ye practically guaranieed at 10% upon its operative invesiment. It
is important that it be in a position *o adequately maintoin gerv-
ice during the period of transition from natural to artificial gas
and as heretofore declded {4 is entitled to amortize certain of

%5 investment mazde obsolete by introduction of a bhetter quality
of gas. I am convinced, however, that the service can be moest
adequately safeguarded prior to and during such a period and with
fairer treatment %o presenu and future consumers by applicant ine-
stglling certalin of the necessa:y betterments to iis systex now,
with o view of the same becoming an initegral part of an uitimate
artificial gas generating plant. This equipment, such as compressors,
holders and mains, will be of perefit tc consumers during the
natural gos period and will zlso Ybe operative property and applic-
ant will bde entitled 40 2 return on same,

In determining whether applicant's reguest for an
inerease of rates is justified, a2 careful analysis of the evide
ence has been made and estimates of revenue and expenses for the
year ending June 30, 1921 will be used, as these estimates will
be closely indicative of the future conditions when revised for
special features which now exist,.

The higtorical reproduction cost of applicant's
property as of Januory 1, 1913 was establiched by this Commission
in Decision No. 5539 of Opinions and Orders of the Rpilroad Come
migsion, Volume 15, Page 928. To thls actual net additions and
betterments nave dbeen added and certain adjustments and transfers
made w0 bring the same up to Jenuary 1, 1921, showing the aver-
age capital for the period in question.

The Following summary sets fortn ithe rate base used

herein for the ycar ending June 30, 1921,




TARLE NO, 1

SOUTHERN COUNTINS GAS COMPANY

Southaern District,

RATE BASE AS OF JANUARY 1, 1621,

Mxed Canital

Franchises 1,154.40
Land - _13,458.00
Transzission Capital : ,627,;%9.39
Distriduticn " 1,281,555.64
General 28,204,886

Totnl Fixed Canital 1,991,9C8.29

+

Materials and Suppiies 49,600.00
Working Cash Capital 61.450.00

T0TAL FOR RATE BASE  2,062,958.29

Toxr period considered nerein have
veen determined afier o situdy of the experience of preceding years,
28 set forth in the evideace, modified for changes which have re-
cently bvecome effective, The quanti of~gas needed 2as been de=-
termiﬁed after studying the growik of the community aond the aver-
age unit consumpiion, It 13 estimated that domestic sales will
amount to 847,000 X cudbic feet, and total gas requirements with
industrial sales equal *to those of last year will aggregate
- ' )

1,462,532 i cubic feet,

- Tae accoxpanying table prezeants a comparative svate-
xent of operating statistics for the past three years togetvher
with an estimate for the year ending June 30, 1621, if the present

rates are continued in effecs.




TABLE MO, 2

SOUTHERN COUNTIES GAS COMNPANY

Southern Digtrics

COLPARATIVE OPRRATING STATISTICS

:Eatixzate for
Tear to :Year ending
6~30-1920 :6-3-1821 with

:Pregent Rates

+
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1,316, glé 462 ,532

1,625 :8 650,830 & 659.590:8 755, 766
%?4 36e ¥ 23 330 AR

Congumers $ 15,353
Dom, Gas Sales i.Cu.

Sales per Consumer 17 00
Industrial Sales Cu. 425 502
Unaccounted for : 284, 43g
Total Gas Purchased 1,018,36

25 g ¥ e we

Revenue :
Operating ZExpense :

b
w
Net for Return 3 36,702 :¢ 130,691 121,751

Approximate Rate Base .V 111,100 $1,313,449 :$ ,682 822:82,062,958
% Return : 3 31% S.95% 8.25%: 5.9%

In determining the recszonadble operating expenses for
the period Yeing considered, careful analysis of the records of the
company has been made. The cost of gos purchased has been bosed on
tne present o cge price, No cdeduction for expense of celling ap-

has been made, but the revenue ithnerefrom has been included
in the return. Other expences a8 appear reasonable nave been al-
lowed, The tax rate tc bYe paid Yy applicant hercafier has been in-
ereazed from 5.65 to 7.5% of its gross revenue and *his item has
been corrected to conform thereto in order that the estimotes will
more exactly measure future conditiont,

This Commlission's Decision No. 5539 provided for the
smoxrtization of certalin non-opergtive property amounting %o
547,841 as of January 1, 1918, on e 6% sinking fund basis over 2

years. Applicant now reporis certain charges and

this acccunt which indicate an uwnamortized balance of
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%62,985 as of Jume 30, 1920, and as nis amount be
amortized in period o three years. Accruals to this reserve
computed in conformity with the nrevious decision should amount
to 11,571 leaving on unamortized talance of 36,270 es of January
1, 1921, After consideration of the matter I am of the opinicn
that o five year additional period in which to axmertize tais
amount ic entirely reasoncble, An oxortization annulty of
$8,610.50 is therefore madc on a five yeor 6% sinking funa basis,
woich at the same time allows 6% upon the unamoriized balance,

Depreciatica will be allowcd at the same rates as .
neretofore found reasonsble in Decision No. 5539.

prays that it be granted & Teturn of 10%.

upon its capital invesiment in view of itke hazard asscciated
with natural gas operations and bvecause ¢f the high cbst of bor-.

rowed money. To date the average cost of rmorney to applicant has

veen over 5.6% and rocently borrowed amoun:is have cost 8.4%. This

Commission nas previously allowed 10% return on certain bhazardous
enterprises where naturcl gas wags transmitted long dicstances and ex-
yensive lines were reguired. Service of natural gas +0 a residence
civy by & distrivuting compony can not well be considered a3 o
gimilar class of utility service. However, in view of the existe
ing circumstances of this particular ccse and the low relative
cost of service and the prosent cost of money it appears reason-
able to zrant a 947 return <o azpplicant.

Because of the large number of changes in gas con-
nections, applicant asks that o chawge of 31.00 be deposited
with the company by 2l censumers, This axount ic intended 49
cover ithe expense of turning off and on meters where service is
not continued ot the same location for a pgriod of 12 months ox
more, XMany consumer's total bill for all service rendered is
only $1.00 thereby resulting in 2 loss %o applicant, whiéh nust
be distriduted ag increased rates to permanent consumers. De-
tailed invesiigation shows that during the period from Septenmber,

1919 to August 1920, there were _8 602 meters turned on and
-8a




15,007 turned off, zaking a total numder of changes 33,609,
compared with an average number of consuzers of spproximately
24,000,°

I+ is apparent tzat a large proportion of appli-
cant's dHusiness is of a very transient nature, this condition
being quite uniforz throughout the year. During 1920 the votal
expenacs involved in this work am unted.to $15,351, or an aver-
“age of $.457 for turning a service off or on, Thais ¢o3t is now
being sbsorbed in general rates to permanent consumers. IV
therefore appears proper o provide a certain charge waich will
alleviate this ineguitadle condition, Accordingly a service con-
nection charge of $.50 per meter, will be authorized nerein, to
he paid by eack new consumer hereafier, %o cover cost of turning
oz the service. This should yield a revenue of 59,500 per year,
which amount has been credited to the cost of service in the

determination o rates,

The follewing *atle summarizes the estimated Tevenue

from existing domestic rates, operating expenses and total cost
of service for the year ending June 30, 1921, as determined fron

an analysis of the evidence in this proceeding.




TASLE NO. 3

SQUTEERN COUNTIES GAS COLPANY

Southern District

ESTIMATED REVENUE AVD EXPENSZIS TNIER EXISTING RATES
fOR YBAR ENDING JUNE 30, 1921,

GROSS REVENUE

Gas Sales

Domes+tic and Commercial Service
Indugtrial Gas Salesg

Wiseellancous

Transmission Charges
Net Merchandise Profi<s

TOTAL GROSS. RITVENUE

OPERATING EXPENSES

Production
Transmigcsion

25690
Distribution 66,260
Commercial . 66,365
General 69,700
Taxes 64,500

Uncollestible Accounts l,gio‘
TOTAL 577,505 -

DEPRECIATION AXND AVORTIZATION 56,450

TOTAL CPERATING CHARGES 634,015

YRT FOR RETURN ii;,édi
94% RIETURN ON RATE BASE OF 82 062,658 195,981

DERICIT RETLOW OX% RTTIRN 82,380

The rates tereinaficr set forth should provide ap-
Plicant with sufficiznt revenue to meet all proper operating ex-
penses and 1o realize the fair return herein csziimated upon its
investment, accounting being made for revenue received from the
connection charge nerein authorized.

-

I submit the follewing form of ox




O2DER

Southern Counties Gas Company having applied to the
Railrocd Commission for an order granting zuthority to increase
t8 rates and charges for natural gezs so0ld to its several classes
o0f consumers in i1%ts Southern District, public hearings having been
held and the matter having becn submitted and being now ready for
cdecision, the Raillroad Commission heredy finds as a fact that the
rates new charged by Southern Counties Gas Company insofar as taey
differ from the rates herein fixed, are not Jjust and rezasonable
rates, and that the ratcs herein established are Jjust and recson-
able rates for domestic and industrial gas service in its South-

ern Diastrict,

Basing its order upon the foregoing findings of fact

and upon otiaer findings of fact contained in the opinion which
vrecedes this order

IT IS HEREBY ORDERED thet Southern Countics Gas
Compary be, and 1t i3 hereby authorized tec charge and collect
the following rates for gas 30ld uncder the several schedules
for domestic and industrial purpozes in its Southern District,
which rates shgll be effective for all regular meter readings
taken on and after the lst day of July,1921,

SCHEEDULE NO, 2-A

SOUTEERN DISTRICT

GENERAL SERVICE

Applicable to Domestic and Commercial Service for lighte
ing, neating and cooking, including restaurants, apariment houses,
notels, hespitals, sanitaria, business bUildings of all kinds,
schools and caurcres.

TERRITORY

Applicable %o Southern Digtrict: 1uclud*ng Long Beach,
Seal PBeack, WVilmington, San Pedro and adjacent territory.
RATE
First 1,000 cu. ‘4. Or less ver meier PO MOesesssHla00 .
Next 4 000 " per meter per montlhiececeveeas.  J90perM Cu.xu.
Next 10 020 v n " " " M e eececcoscan c"
Next 5 000 " " " " M heesrsseanes 70 o n
All Over 50 000 "~ " " M e eessesescs OO T mow
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SPECIAL CONDITIONS

Consumers served under this schedule have priority in the
use of gas over consumers served under Schedule No, 2-3, N0.2-C
and No., 2-D at times wien there is insufficient gas to supply the
demands of 2ll consumers,

SCHEDULE NO. 2-3

SQUTHERN DISTRICT

GAS ENGINE SERVICE

Applicable to gervice for internal combustion engines

0N1lY.

TERRITORY

Applicable to Southern District, inecluding Long Beack,
Seal Beach, Wilmington, San Pedro ond adjaceas territory.

RATE
First 50,000 cu. f£t. per meter per monih....$.55 per i.eu. f£t.
" " n 5 n " n

Next 150,000 " n w ceee o455 M
All Over 200,000 " » »n m " Meeeaee 40 " " o m

MININUN CHARGE

From Kay to October incluSive sueeessesess....$5.00 per meter per mo.
From November to April 1nclusive.ceesececececes 1.00 " n oo
For continuous amnBal BSerViCeeeeececssessseesa36,00 7 " " yr.

SPECIAL CONDITIONS

Consumers served under tkis schedule have priority ia tke
use of gas over consumers served under Schedules No. 2-C and.
No.2-D, dut will e subject <o txe prior use of consumers werved under
Schedule No. 2~4 at times when there is insufficient £a8 V0 suprly
the demands of all consumers.

SCHEDULE NO, 2aC

SQUTEERY DISTRICT

COMMFRCIAL AND INDUSTRIAL S:RVICE

Applicable to commercial and industrial service such zs
bakeries, packing houses, metal working plants, preserving and
canning eatabdlisiments, fruit and vegetable dryers and other con-
sumers wihose demands for gas are no: dependent upon atumospheric
temperature, or upon the preparation of mcals and waose times of
poximum cemand, if any, do not coincide with he maximum cemand
of consuxers served under Schedule No. 2-A.




TERRITORY

Applicedle +tc Southern Districs:, including Long Zeach,
Seal Beach, Wilmington, Sar Pedro and adjacent territory.

RATE

First 50,000 cu. £i. per meter per mon&h..$ .5? perl Cu., Ft.
Next 150,000 " " " n " o "ow o n "
Next over 300,000 " " " " " " LD nom . "
All over 500,000 " n m m " J .38 momow o

MININUM CHARGE
From lay to Octocrexr irclusive.......515.00 per metex per month
" " [,]

From November %o Apxil inelusive.... 1.00 "
For continuous annual service....... $6.00 " " " yesr,

SPECIAL, CONDITIONS

(&) Priority:-

Consumers served under this schedule have prioxity
in the use of gas over consumers served under Schedule No. 2=D,
dUL are subject to the nrior use of consumers served under
Schedules No, 2-A and No. 2-3, at times when there gs iﬂDHfl

fi?%?ﬁ? gﬁﬁ EU SHBHIU fﬁé &émanis of all consumers.

(v) Prescure:

Wnen service is desired at a pressure other than
that normally served at 4 oz. above atmoapheria, the above rate
will bBe increcvsed 1T Lo each TWO rounds by which <he average

reouired and Gelivery pressure exceeds three pounds per sguare
irnch.

SCEEDULE N0, 2D

SQTUTHERY DISTRICT

SURPLUS INDUSTRIAL SERVICH:

Applicable Yo industrial service on existing mains having
2 delivery capacity in excess of the presenvy requirements of cone-
Skxers served under Schedules Ko, 2-A, No. 2-3, and No, 2-D; for
use in steam boilers, incinerators, xilns, or similer equipment,
in which the gas is not used to neat buildings or to prepare
meals, and which are equipped %o use other fuels on thirty minutes
notice, Consuxers receiving gervice under tiis schedule are re=-
quired to maintein adequate supplies of such other fuels.

TERRITORY:

riet including Long Beach, Seal
adjacent territory.

Applicable ¢to Southern Dis<
d

Beach, Wilmington, San Pedro an
RATZ:

35 cents per 1,000 cubic feex.




MININUY CHARCE

From liay to Octoter inclusive ......850 per meter per month
From November to April inclusive..... " " " "
For continuous yearly service......4330 " " " year

SPECIAL CONDITIONS

At times of gas shortage service %o consumers under
this schedule will ve shui orf in favor of consumers served
under Schedules No. 2-A, No, 2-B and No. 2-C.

A contract for a period of one year will Ye required as
a condition precedent o service under “his schedule.

CLASS "A® INDUSTRIAL SERVICE - "LIXITED"
SOUTHERN DISTRICT.

INDUSTRIAL GAS SFRVICE

Applicable %o irndustirial service on exigting mains having
& delivery capacity in excess of <he present reguirexents ¢f con-
Sumers served under Schedule 2-A, For natural gas used for pura
POses where gas fuel is essential %o continued operavion, such
as metal workin processes, glass manufacture, special tile manue
facture and the preperation of food procuc s,

TERRITORY

. Applicable to Southerz District including Long Beach, Wil-
zington, San Pedro and adjzcent + Tritory.

RATE

feadiness-to=-gerve charge: 215 per meter rer month
Plus Consumpiion charge; 40¢ pe> 1000 cu. ft. delivered

SPECIAL CONDITION

(a) Service under this schedule will be granved only suba
Jeet to approwvsl by 4he Railroad Commission of the State of
California.

(b) Service under this schedule hos priority over other
industrial service, dut ig subject to dizcontinuance in case-. of
necegsity in favor of domestic serviqe. :

It is hereby furthker ordered <haot:

Southern Countics Gas Company be =nd it is nerevy
authorized to charge and collect o service connection charge of
$.50 per metex for the connection of new or resunming consunmers,

It is hereby furtiaer ordered that:




Southern Counties Gas Company shall, within twenty
days from the date of this order, file with the Railroad Commission
the schecules of rates herein established,

The Iforegeoing opinion and oxder are necreby approved

and ordered filed as the opinion and order of the Railrozd Coze

wission of the state of California. | e

Datecd at San Francisco,California, this 2 (S day
of '\"ﬂ M 1921,
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Commissioners.




