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ZLECTIRIC COMPANY,
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In the Xatter of the Investigation on the

Commiscionts own motion Into the rates,

rules, regulations, charges, classifica-

tions, contracts, practices, operations

and service, or any of them, etec., of Cacse No. 3153.
San Diego Consolidated Gas and Electric

Compeny, engaged in furnishing gas,

electric and steam heating service in

the City of San Diego and/or other

points within the State of Califorria.
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C. L. Byers, City Attorney, and Gilmore Tillman, Asst.
City Attorney, for the City of San Diego.

Stearns, Luce and Forward, by Edger A. Luce, and
Chickering and Gregory, by Evan Williams and
Walter C. Fox, Jr., for San Diego Comsolidated
Gas and Electric Company.

Wm. J. Bagenah, of Chicago, for Byllesby Zngineering &
lanagement Corporation.

0. C. Iudwig, City Attorney, for the City of Chula Vista.

A. B. Fry, layor pro tempore of the City of Coronado,
for the City of Coronado.

J. C. Bizar, City Attorney, for the City of Occanside.

J. A. Isaacson, City Attorney, for the City of La Jolla.

J. J. Deuel, for California Farm Bureau Federation.

Edgar B. Hervey, for M. W. Wright.

Jolm D. Reavis, for City Taxpayers Auditing Association.

J. A. Isaacson, City Attorney, for National City.

Thomas Wheelan, Assistant District Attorney, for the

Board of Supervisors, Comnty of San Diego.
Frederick Vom Schrader, for the City of San Diego.
A. W. Wilson, for Taxpayers Auditing Association of

San Diego.

Yeurice A, Myers, City Attorney of Oceanside, for City

of Oceanside.

F. L. Jones, Charles J. Gamble and L. F. Jones, for Wiley

V. Ambrose.
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CARR, Commissioner.

QRANION

dhe Proceedines.

By complaint filed on December 7, 1931, the City of San
Diego complained of the electric, gas and steam rates of the San
Diego Consolidated Gas and Electric Company in San Diego. Substitution
of natural for manufactured gas was sought. On December 15, 1931
the Commission, on its own motion, ordered an investigation of the
rates and practices of the utility, thus broadening the issues to in~
clude operations without as well as within the City. The two cases
were consolidated.

Publlc hearings were had in December 1931 and in February
1932 (5 days in all), as a result of which the Commission oxn February
15, 1932 made 1%ts order directing an Interim reduction in rates. (San
Dieco v. £.0.C.G.&% B, Co., 37 C.R.C. 267.) The order in form estab-
lished (1) reasonadle interim rates, effective om April 1, 1932 for
electric, panufacturad gas and steam service, and zlso (2) reasonable
fntexrdnm rates for electric and steam service effective oﬁ April 1,
and for patural gas service effective on September 15, 1932. . The
ubility was given the option of clecting to imtroduce matural gas, in
which event the second set of rates was to obtain. Such election

was made and natural gas was Introduced iInto the major portion of the




ey

territory served.:

It was polnted out In the opinion preceding the Ilnterinm
order that the rates for natural gas would result in Increases in
bills for so-called convenience users but would work a substantial de-
crease for comsumers using gas for ¢cooking and heating. This feature
of the rates did In fact cause some dissatisfaction, as 2 consequence
of which the City of Sex Diego asked thet a2 modificatiom of the rates
be made. A hearing wss had on this complaint but the Commission re-
fused to change the rate spread. (38 C.R.C. 358.)

The Interinm order being of a temporary nature, hearings
have since been had on the consolidated cases looking to\their final
disposition..2 The presentation of evidence closed on November 9,
1934 and the cases were argued orally before the -Commission on

November 22, 25 and 24, 1984.  Since that time voluminous written

orlefs have been filed. They are now at last ready for final decision.

(1) The decision indicates that by these schedules the Cormission
intended to effect a reduction in gross revenue of approximately
$600,000. 2 year. . Aetually the amownt of reduction effected for the
year 1958 was somewhat in excess of this amount. According to the
City, it was $778,700. actual, and $677,000. temperature adjusted for
as and steam, and according to the Company $777,213. actual, and
$653,121. tTemperature adjusted for gas and steam. Expressed In per-

centage the reduction approximated 11 per cent on the over-sll actual
revenue. .

(2) On Sept. 14, 1933 a bearing was had a2t which a schedule for the
presentation of evidence was agreed upon which would bring the hear-
ings o a prompt conclusion. Eowever, the City or the Company

would find itself not ready to proceed and the schedule speedily dis-
integrated so that the hearings dragged 2long interminzbly. In
addition to the hearings leading up to the interim order, hearings were
had on Sept. 14 In 1983, and in 1954 on January 30 and 31, Feb. 1, 20
and 21, April 3, 4, 6, 7, 10, 11 and 12, May 1, 2, 3, 4, 15 and 16,
culy 9, 10, 11, 12 and 13, August 2 and 3, Octover 2, 3, 4, 5, 9, 10,
L, 12, 16, 17 and 13, and November 7, & and 9.

3.

Py




History and Development of Yhe CompaRy,

The early history of the Company was recounted at length
in Re £.D.CoCuft Ea CO,p 11 C.R.C. 735, declded on November 3, 191€.
Since the date of that deciszion the Company has extended the fleld of
its operations, in part by the acquisition of small local utilities, and
In part By a natural spreading out and growth of its system. Thus,
in 1916 it purchased the property of a small gas and electric company
in Oceanside. (12 C.R.C. 481.) The next year it acquired a small
gas ané electric plant at Escondido. (12 C.R.C. 505.) In 1918 a
small electric distributing system at Del Mar was purchased. (15 C.R.C.
212.) ‘Two years later the Company purchased from the San Diego
Electric Rallway Company the latter's electric gemerating plant and
from the Ualted Light, Fuel and Power Company 2 steam heating plant in
San Diego. (19 C.5.C. 1%5.) Two years later the Company acquiréd
an electric distributing system In Coronado from the United Light,
Fﬁei & Power Company. (21 C.R.C. 838.) Tn 1930 4t acquired the gas
properties of the Soutk Coast Gas Company at Oceanside. (35 C.R.C.
366.) Many of these acquisitions were of very small properties. The
largest were those acquired from the San Diego Street Rallway Ccm@qny
and. the South Coast Gas Company.  The decisions of the Commission
authorizing the trensfers show that close supervision was exercised
over the purchases, and where more was paid for the properties than‘

their cost less deprecilation, appropriate charges against surplus were
reéuued. |

In the electric department'plant growth bas been both In

generaéion facilities and line construction. In 1917 there was an
extension to Fallbrook. About 1918 en extemsion to the morth of

Oceanside was started, which ended up at San Juan Caplstrano, where




the system is commected with that of Southern Californiz Edison
Company, Ltd. Iz 1921 and succeeding years the system was gradually
pusked eastwerd to Descanso. Starting a little later lines were
extended to Julian. Between 1921 and 1931 the Tecate line was in-
stalled. About 1924 a comnection was mzde with The Southern Sierras
Power Compeny system at Rincon.

Concurrently with the extension of the electrie system, the
Company's manufacturing gas facilitles were exte:xded so that the
territory along the coast as far north as Oceanside was served, as
well as commumitles as far east as El Cajon 2md as far south 2s San
Ysidre. In 1932 natural gas was substitutgd for manufactured gas,
except at Escondido, service of which 1s continued from a small
manufzctured gas plant located there.

Thus through a process of acquisition of utilities and the
extenslon of facilitlies the Company has developed its systen wmtil
it serves all of San Dlego County with electricity, gas and steanm,
where these services are provided, and a small section of the souther-
ly part of Orange County with electricity. Roughly speaking, the
territory served is approximately 90 miles long and 40 miles wide.
0f its gross business in 1933 approximately 72.5 per cent may be
“attributed to the territory within the San Diego city limits.

Rrasent Facllitics,
Eléctricity for the supply of the s?étem in the mafn Ls

generatéd 2t the two steanm plents of the Company in San Diego,
Staticns "A" and "B".  Station AV has ap installed capacity of
10,000 x.W} and 1s maintained essentially for ctandby purposes to




Statfiom "B, which hes an installed capacity of 64,000 K.¥. The
Company has an Inter-conmection at San Juan Capistrano with the
systen of the'Southern California Edison Company, Ltd., where a
mexizmm of 5,000 X.W. may be secured. It also has an inter-
cornection at Rincon with the system of The Southern Sierras Power

~ Company. The line capacity permits an interchange of 10,000 X.V.A.
at this point. Until 2952, when the Company moved over to natural
gas, 1t zonufactured gas for the service of its consumers maigly at
San Diego, wkere It has a modern oil gas manufacturing plgpt. A

small amowmt was produced a2t plants at Escondido and Oceanside.

Growth and Fernine RPosition

The rapid growth and development of the Company is depicted
In Table I which gives its operating experience from 191¢ to 1933,
inclusive, the rate base figures being built up from the figures con~
tained in the 1916 decision by adding net additions and betterments,(3>

and the revenue and expense figures bdelng those amnuwally reported o

4
the Commission.( ) Payments made to Byliesby Engineering & Management

Corporation and its predecessor, Z. M. Byllesby & Co., and which are

here In Issue appear both in the rate base and operating expense figures.

(3) These are set out in Exhibit 21 for the period 1916 to 1931, in-
clusive. The rate base figures for 1232 and 1933 are developed from
iters contained in the annual reports for these two years, allocations
tween departuments following the same basis as employed in Exhibit 21.
Working cash and materials and supplles are Included on the basis usually
followed in allowing for fthese itenms.

(4) Depreciation expense is included as reported except that deduction
has been made from the reported figures of the portion thereof which
represents 6 per cent interest on the reserve. The reported figures
thus reached have been in turn allocated between the three departments
of the Company. In the hearings prior to the Interim order an ecrning
statement was worked out for the period 1916 to 1931. In that deprecia-
lon expense was estimated which explains why the rates of return there
shown differ somewhat from the rates showm in Table I where the de-

areciation ¢ se Included represents ¢ soounts reported fronm ye
%o year by t%g QUDANY » %n sgme years ESmﬁ gums wert added +0 fgear

reserve In excess of the ordinary annuity.
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H Rate Base

t Department

1 Rleotrio ¢ Gas 1 Steum
(Y (2) (3)

1016 3,328,000 § 2,774,000
1917 3,876,000 3,000,000

oh::!b

Eleotrio i
{5)

§ 031,000 § 670,000
027,000 3,000

i Total
{4}

$ 6,102,000
.6,873,000

1918 4,409,000
1010 4,645,000
1920 4,956,000
1021 6,242,000
1022 8,123,000
1023 9,860,000
1924 11,422,000
1925 12,553,000

1926 13,421,000
1027 16,227,000
1928 18,418,000
1920 20,975,000
1630 22,377,000

1031 23,516,000
1932 24,044,000
1033 24,256,000

3,258,000
3,647,000

4,132,000
4,787,000
5,975,000
7,383,000

8,898,000
9,674,000
10,433,000
11,174,000
11,754,000

12,326,000
12,544,000
12,699,000

——

2,660,000
8,065,000
8,603,000

10,483,000
13,024,000
15,958,000
18,939,000
20,960,000

22,485,000
25,085,000
29,048,000
32,359,000
34,367,000

36,074,000
36,823,000
37,100,000

1,116,000
1,220,000
1,618,000

2,233,000
2,169,000
2,269,000
2,922,000
3,291,000

3,652,000
4,000,000
4,173,000
4,511,000
4,627,000

4,740,000
4,584,000
4,532,000

1,086,000
1,055,000
1 ’1!

1,60, o
155\)0,@0
1,472,000
2,014,000

2,059,000
2,6 ©,000
2,6
2,7
2y,

2,705,000
2,847,000
3,416,000
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TAFLE X

RSSULTS OF OPERATION

AS FER OOMPANY REPORTS AND EXHIBIT NO. 21

TERIOD_19) 61033, INCIUSIVE

- oy ®F

1 - Rats Bass LS Groe s Reverus - Operating Expsnses s Net far Roturn Rate of Retuxn ]
Y L porariment t Dapartzent Domariment ) R Departmsnt Deopartnent
t EBleotrio Gas Totsl : Kleotrio Gas Stezm t  Total Bleotrio ¢  Gas § Stozm Total 1 Eleotric Gas Total __1Eleotrio: Gas 1SteemiTotaly
{1) (2) {(4) (5) (6) {7) (8} (@) (x0) (11} (12) {13) (14) (16} (rﬂ (18) (19} (=20)
1017 3,876,000 3,000, 6,878,000 27,000 703,000 - 1,630,000 504,000 506,000 - 1,010,000 423,000 197,000 620,000 10,9 646 - 9.0
1918 4,409,000 3,251,000 7,660,000 1,116,000 1,086,000 w 2,202,000 01,000 898,000 - 1,599,000 415,000 188,000 603,000 94 58 - 0
1919 4,845,000 3,420,000 8,085,000 1.220,000 1,055,000 -~ 2,275,000 782,000 847,000 - 1,629,000 438,000 208,000 646,000 044 T3} « B0
1020 4,056,000 3,647,000 8,603,000 1,518,000 3,159,000 w 2,677,000 977,000 973,000 ~ 1,950,000 541,000 186,000 727,000 1049 541 ~ 8,0
1921 6,242,000 4 132,000 10,483,000 2,233,000 1,850,000 50,000 3,833,000 1,612,000 1,259,000 49,000 2,920,000 621,000 291,000 913,000 0.9 7.0 1,3 8.7
1022 8,123,000 4 78’2,000 13,024,000 2,169,000 1,566,000 55,000 3,700,000 1,518,000 1,204,000 51,000 2,806,000 621,000 362,000 987,000 746 746 4,0 T
1023 9,860,000 5,970,000 15,958,000 2,269,000 1,479,000 52,000 3,820,000 1,436,000 1,100,000 41,000 2,667,000 853,000 289,000 141563,000 8,7 4,8 8,3 T2
1924 11,422,000 7,983,000 18,039,000 2,922,000 1,724,000 69,000 4, 715,000 1,860,000 1,357,000 44,000 3,261,000 1,05 2,000 367,000 1,454,000 943 6,0 186 77
1925 12,553,000 8,210,000 20,960,000 3,291,000 2,034,000 68,000 5,303,000 2,063,000 1,676,000 45, 000 3,684,000 1,228,000 458,000 1,709,000 9.8 5 15,8 8.2
1926 13,421,000 8,898,000 22,485,000 3,652,000 2,059,000 56,000 6,787,000 2,246,000 1,647,000 48,000 3,941,000 1,406,000 412,000 1,826,000 1046 4,6 5.3 8.1
19827 15,237,000 9,674,000 25,085,000 4,000,000 2,612,000 78,000 6,500,000 2,502,000 1,869,000 60,000 4,431,000 1,498,000 643,000 2,169,000 2.8 6.6 9.9 8.6
1¢28 18,418,000 10,433,000 29,048,000 4,178,000 2,600,000 82,000 6,860,000 2,566,000 1,884,000 58,000 4,508,000 1,612,000 716,000 2,352,000 8.8 6.9 12,3 8,1
1929 20,975,000 11,174,000 32,359,000 4,611,000 2,762,000 86,000 7,349,000 2,785,000 1,986,000 61,000 4,812,000 1,746,000 766,000 2,537,000 843 6,8 1149 8
1030 22,377,000 11,754,000 34,367,000 4,627,000 2,710,000 87,000 7,424,000 2,650,000 1,904,000 51,000 4,605,000 1,977,000 806,000 2,619,000 8,8 6,9 16,1 8.2
1031 23,516,000 12,326,000 36,074,000 4,740,000 2,702,000 82,000 7,524,000 2,673,000 1,897,000 45,000 4,615,000 2,067,000 805,000 2,009,000 8.8 6,6 16,2 8.1
1932 24,044,000 12,544,000 36,823,000 4,584,000 2,837,000 85,000 7,506,000 2,685,000 2,024,000 55,000 4,764,000 1,809,000 813,000 2,742,000 79 6,56 13,0 7.4
1033 24,256,000 12,699,000 37,190,000 4,532,000 2,418,000 88,000 7,038,000 2,661,000 2,026,000 68,000 4,755,000 1,871,000 392,000 2,283,000 77 34 8,7 6.1
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In recent years varilous rate reductions have heen made,

sometimes volwmtarily by tae Company, sometimes through ordesrs of
The Commission. The dates and amounts of these are listed by the
Company as follows:

1927 .l‘..ll...‘II......$186,550.

192'8 ® o PemssesPePREPIPReNS 425,552.

1929 eSS RSP Oesasaan 296’791.

1930 b osSEsD IS pessPedaan 59,702.
1931 LI A O I B B B B B B Y R N Y 187,209I

1932 LR B N 2R O BN ORI BN BN N R Y - 576,054.
Of these reductions, those of 1928 and 1932 were made by order of the
5
Commission.( )
aye 1t

The utility's electric rates in the City.of San Diego for
dozestic and commercial service are om a somewhat higher level than
are the prevaliling rates of other privately ommed utilitiles in conm-
parable commmities, such, for instance, as Long Beach on the
Southern California Edison system, and Sacramento om the Pacific Gas
and Electric systcr. In wnincorporated territory, however, they are
generally lower tb@n the comparable retes of these other utilities.
Application of.the domestic rates of the Southerm Californis Edison
Company at Long Beach to the San Diego portion of the Company?*s
business would reduce its gross electric re?enue by approximately i
$121,000. per year, or about 9-3/4 per cent, and the application of the
cozmercial schedule approximately $71,000. a year, or about 9.8 per cent.

(5) In_Re 8,D.C.G. & E. C0., 31 C.R.C. 585 (1928), the Commiszion
ordered a reduction in electric rates of some $400,000. per anavm.
The 1982 reduction ic that effected by the interim order in the
instant proceeding. The amount of this reduction as applied to the
volume of tusiness in 1983 was larger than the figure here given.
(See footnote 1.)




A similar application of the Pacific Gas and Electric Company
domestic and commercial rates prevalling at Sacramento would work
reductions of approximately $80,000. per year, or 6% per cent,
domestic and approxiﬁately $105,000. per year, or 1%% per cent,
commerclal. Unlike other large electric utilities,.the San Diege
Company applies uniform rates over its entire territory which ex-
ploins why Lts outside rates are lower than those of the other
utilities mentioned. Its gemeral power rates are slightly nigher
thén those on the Edison and Pacific Gac and Electric systems.
The Company's gas rates when compared with rates in
other comparable commmities are high. This is due in part o

the geographicel location of the Company's cystem, resulting in

(e
2 bigher gate-way cost of gas. Moreover, San Diego 4s not as

goqd:natural gas terrivory as that enjoyed by other major utilities
because of its warmer climate. Also, there ZLs not the demand for
gas for Industrial purposes that prevails on the systens of the
other great natursl gas distributing utilities of the State. Actuel
experience has not justified the expectations of the Company and the
City when the matter of moving over to natural gas was before the
Commlssion, recovery of load under the bigher heat content of natural
§35 not having been as rapid as was then expected. This may be
asc:ibed to various causes - saturation, temperature, the effect of

the depression, and a high level of matural gas rates.

(6) The gate-way cost of gas in Los Angeles to the Los Angeles Gas
and Electric Corp. is between 17 and 18 cents rer M. cu. £t. (Re
G %2 C.R.C. 379.) The gate-way cost to the Pacific

Gas and Eleetric Co. 4c less. (Re .G, & B. Co.. 39 C.R.C. 53.)
For gas for domestic and commercisl purposes the gate-way cost %o

the San Diego Company is 20 cents per M. cu. ft.




-

As of December 31, 1957 the Company had outstanding:
Bonds consisting of $4,188,000. of 6 per cent
bonds,. $2,000,000. of 5% per cent bonds and
$9,680,000. of 5 per cent bonds, of the par
vﬁue Of .-.I..........II...."...I....l.l......I.$ls’8‘68’oootoo
7 per cent preferred stock of the par value of ... 6,292,500.00

Common s¥ock, over 99 per cent of which is

omned by the Standard Gas & Electric Co., of

The Par value Of cececievecccerenecanenncaceneanss 10,032,500.00

Unamortized dedt discount and expense equalled ... 741,846.77

Its depreciation reserve largely invested in

plant and upon which it accrues interest at

6per cent Was ® s o8P esdesessspobosrEBseOrTEEPEERNORS 6,891,234.17

Its annual fixed charges for bond interest, preferred stock

dividends, amortlzation of debt discount and expense on a stralght
line basis and depreclation reserve interest in 1933 as reported
was $L1,73L,655.93. With debt discownt and expense amortized om 2
sinking fund basis, the effeetive carrying cost of bond, preferred

stock, and depreciation reserve money Iinvested in the propérty‘is

7
€.43 per cent. It has z2n wnbroken record of dividends on its

common stock, as indlcated by Table II, which also shows, in addition
to dividend payments, the growth of the Company's surplus and of its

(8)

depreclation reserve.

(7) With amortization of debt discount and expenmse figured upon a,
straight line basic the carrying rate 1s 6.57 per cent.

(8) The depreciation reserve shown includes certain special re~
serves for automoblles and special tools. Thiz is subsequently dis-

cussed. The annual reports do not permit of the elimination of this
speclal reserve. , , '




TABLY XX

STATRENT HOVING DIVIJENDG PAID ON COMMGH STOCK, ACQNULATD

SURPLIG AND DSPRECIATION RYUSZRVE OF

S\N DIHHN COMSOLIDATED GAS AND ELXCTRIO COMPANY

1 Armourmt o {kxundn' l>‘

1 Stock Outstsnding ¢

1 ¥nd o Year

L)

Fote 6f & Amount of
Dividend t Dividend During
%

Year

I
i
1

Surplus Frd of
Yeax

Doprodiation
Resoxvse Knd
of Yesr

3 2,716,000,
2' ﬂs.MI
2,955,0&.
2,955,000,
2,955,000,
2,955,000,
2,955,000,
2,972,100,
3,010,800,
3,025,000,
3,029, 6004
3,062,6000
3,032,500,
4,157,100,
5,032,500,
7,032,600,

10,032,600,
10,032,500,
10,032,500,
10,032,600,
10,062,500+

8,75 3

10

10

10

10
2.584
o
9,75

10

10
8

10

10

10

10

190

10

237,662,00
871 500,00
201, 500,00
295,500400
295, 500,00
283,187, 50
221,625,00
269,750.08
299,174.21
201,61 7,49
242,600,00
303,250,00
703, 250,00
345,554,688
480,450 427
612,434, 69
933,355, 44

n 1,103,575,00
11 1,103, 575,00
R 10.5 1.053,412.50

5.27

528,378,382

$ 15,877.77
40,108,88
104,146.86
148,472,443
110,924, 62
50,8664
50,866.41
50,866, 41
£0,866,41
50,866.41
50,8664 41
70,302 20
276,654,83
447,450,56
806,169,113
1,171,885,27
1,300,326,17
1,5920,684,41
1l ’803’ 557!14
1,629,085,26
1,750,527,16

$ 335,485.18
435,112,65
502,484,05
515,824,20
657,207,89
648,047,906
710,952,18
756,702,92
864'144010
708,008,886

1,011,713,88
1,273,353,0¢
1,603,202,59
24375,908,03
3,049,875,07
3,598,536.,68
44262,000445
4,827,312,57
5,686,453,94
6,462,103.03
7,326,748,97




Because of the falling off of new comstruction and the
rapid growth of the depreciation reserve, the Company £inds itselfl
in an wmusual ¢ash position.<9) The Coxmpany is experiencing some
difficulty in placing this cash where it will yleld a substantial

income.

<

The reéord of rate proceedings involving this Company

indicates en acquiescence in, if not a preference for, the testing

of earnings upen the basis of undeprecciated historical cost of the
property with deprecliation expense calceulated on a sinking fund
basis. This was the basis used iIn the 1916 case. (11 C.R.C. 735.)
In 1917 the Company applied for op increase in 1its gas rates. The
application was granted, the rate base considered being thot estab-
lished in the prior decision brought up to date by the net additions
and betterments. (15 C.R.C. 283.) In 1918 the Commission per-
nitted the Company to iIncrease its elechiric and gas rates, its earning
position being determined on the baslis of the 1916 rate base with net
additions and bhetterments added.(16C.R.C. 649.) In 1921 the Commis-
sion again passed upon the rates of the utility, application therefor
having been made by the Company. The set-ups were those used in the
1816 decision drought forward. (19 C.R.C. 383.) The reduction in
rates of 1928 was premised upon an ecarning basis on "investment.”

(31 C.R.C. 585.) And in the hearings leading uwp to the interinm

(8) Thus Xr. Dahl, a financial witness for the Company, testifying

in July, polnted out that "The Comporny at the present time has a cash
belance, I believe, of approximately $1,200,000., possibly c¢lose to
$2,000,000., which amount, of course, 1z substantially in excess of
what we expect to claim as necessary cash working capital allowance.?
"The existence of thalt large amount of cash™ ae testiffled,Mis atitribut-
able very largely to depreciation reserve noneys which 1t has been
impossible for the Company to re-invest in property on account of the
absence of new construction.'r




oréder herein all set~ups presented by the various parties, including
that of the Company, were upon the basis of historical cost and de-
preciation expense, calculated on a 6 per cent sinking fumd basis.
(37 C.R.C. 167.) )
Notwithstanding all this, counsel for the utilify in the
course of the oral argument took the position, in effect, that al-
though the historical cost basis of testing rates is to be preferred,
both from the standpoint of the public and of the utility, never-
theless, if the Commission should now reduce the Companyts figure of
historical cost by reducing overbeads as charged on The books to the
extent they contain fees paid to the Byllesby organization for

enginecering services in excess of cost or other amount deemed reasin-

able, then the Company "will bave to insist wpon some other theory - ’}
of value.”(l0> ’ q
(10)  This position was assumed in connection with a discussion of B

the City's c¢laims thet overheads should bhe reduced by the amount the
engineering fees paid to The management company excceded the cost o
that compeny of the service rendered. The language used 1s set
forth verbatim,

"I, therefore, say whether you gentlemen accept lfr. Xum's
valuation as it stands now, whether you accept our actual book figure,
whether you take the 1915-16 rate base, what iz remaining of it, plus
net adéitions and betterments, or whether you establish to your own ]
=ind reasomable base ¢costs and add to them reasomable overheads, so g
for as the historiczl cost 1s concerned, it is agreeable to us. How-
ever, 1f you decide to endeavor to adopt some other theory of regula-
tion, something different than you have ever followed so far and
avtempt to cut down base costs TO below what Ls a reasonable figure
for base costs, and on top of that apply to such wareasonable base
costs wmreasonadly low overheads, thus following in 2 measure some
of the public hysteria that exists ot the present time with regard o
holding comparies, I will certainly disagree with the regulation of
this Company on the historical theory. If you will take reacsonable
base costs, if you will take reasonable overheads, 1t Ls ny opinion
they will check with our book figures.

This Company -~ I say 1%, though, without waiving in any sense
our legal rights -- would prefer to be regulated on the historiczl
cost theory rather than orn any theory. I am firmly convinced, from
the point of view of the public and of the utilitlies that that
policy which has been followed by this Commission in the past 1s
probably the best policy for everybody, namely, the protection of
the investment. But 1L you are going to take out the good that Is
recelved and 1imit us to a rate vase that does not constitute in
any way vhe actual value, or approach the actual value of this
property, then I am frank to say we will have to Insist on some
other theory of value, to which I will come In 2 few minutes.”

15.
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In the early hearings in the dnstant case it developed

that the introduction of natural gas was not feasible 1if the
Cozpany's gas depextment were treated separately from the electric
and stear departments for rate flxing purposes. This is referred
%o in‘the,gggg;gg order where it Is concluded that with natural
gas the Company's over-all ecarning pozition had to he considered.
The proprilety of this conclusion Is not questioned here por is 1t
¢lafmed that rates skould be fixed by departments wlthout due re=~
gard to the utility's over-all position. |

-

ASITURE,
Fhile 2 z=ost voluminous record has been developed the
determinative issues are relatively few In number and may be listed

as follows in the most logicel oOrder of thelr consideration:

Byllesby & Co,) properly to be allowed, This goes both to
matter of overheads to be used in developing a property base
whiéh a falr return must be allowed and alse to the amowat properly
to be included in estimates of reasonable operating expense. About
these centered a substantizl amount of the evi@ence. It way sareiy
be sald that this presents the most Important Issue in the cases.

2. Ironerty base, Much evidence was presented upon this
issue but, upon final sonalysis, the various figures except as to over-
head allowances run so closely together that the ascertainment of a
reasorable property base 1is not a matter of great diffliculty.

3. Probable future reovenue, Upon this the evidence is

sharply conflicting and calls for a nice exerclse of judgment to avoid
wmfairness to the utility or injustice to the consumers.




o e _e: os The 1tems mainly in dispute are deprecilation

expense, almost always a highly controversial and intricate issue
in rate cases, the treatment of gas cut-over expense, taxes and a‘
few lecser items like dcnationo and rate case expense;
"Rate of ret g;nL But little evidence was introduced
on thic fssue, the deter.fnation of which is largely a mgtter of °ound
Judgnent of the regulatoru POCY .

6. Sypread of xrggu, A surprisingly small aﬁount of testi-~
nony was adduéed to this #issue. However, the record ic replete with
date as to consumer use, thus making it possible for the Commission'to
approximate closely the effect upon the revenue of the utility of any

rate changes.

Intercornorate Relatlons,

0f the 100,325 chares of the common stock of the San Diego
Consolidated Gas & Electric Company outstanding, 99,365 sheres are
owned by the Standard Gas & Electric Company, sometimes called the
Svandard Compeny. Thkis control of the local Company by the
Standard Company extends back to early days. The Standard Compeny
is In turn controlled by the Standard Power & Light Company. E. X.
Byllesby & Co. has a large interest in the latter company and:
Texerclises perhaps the most Important influence" in determining thg
policies of the Standard Gas & Electric Company.
| o 1919 the Stondard Gas & Electric Company caused to be
organized the Byllesby Engineering and Management Corporation uwndex -
the laws of the State of Delaware, with a stated capital of




$1,000,000. represented by no par value shares. Various contracts
of H. L Byllesby & Co. with operating subsidiaries of the Standard
group were turned over to the new comparny, and all of the stock of
the new company was issued to the Standard Gas & Elecetric Company and

placed upon the latterfs books at 2 nominal value of $l.<ll)

The Byllesby Eangineering and Management Corporation has two
contracts with the San Diezo Company, both of date September 1, 1921
and effective until August 31, 1942. COne of these calls for the
performance of engineering services and the other for the performance
of meragement services, the former being usuvally termed the engineer~
ing contract’ and the latter the management contract. Before the date
of these contracts similar arrangements, although not expressed in
formal contracts, existed between the local Company and the Byllesby
Engineering and lManagement Corporation and prior to the incorporaticn
of that company'with'ﬁ. M.'Byllesby & Co. The fees paid under these
contracts and the prior arrangements to the Managezent Company and
to its predecessor will sometimes be referred to as the "Byllesby™
fees or charges.

The standard form of engineering contract of the Eyllesby
Engineering and Management Corporation provides for the performance
of . general engineering services for the operating companies, for
which sexvices it receives a fee egqual to 7% per cent‘of the total

cost to the operating compeny of all extensions, additions and im-

provements to the property. The fee is required to be paid even

(L11) Placing the investment of $L. was accordinz to Vm. J. Bagench,
2 Vice-Presicdent of the Bylleshy company "to give effect to the true
value" of the contracts Twhich was merely nominal™ X ¥ Mhecause they
could have no greater value since they were the result of an Inter-
company affiliatcd transaction.”




though the work ic not engineered. The contract with the San Diego
Company i1s Iin the standard form, except for the elimination of cer-
tain pexr dlex fees.

The standard form of management comtract of the Byllesby
Engineering and lanagement Corporation calls for the gemeral super-

vision and management of the property of the operating companies at

a compensation of 2% per cent of the gross revenue. The San Diego

Compary's contract is in the standard form, except for elimination
of per dien fees. The msnagement company pays the salary of the
president of the San Diego Company, as well as that of the chief

executives of the other operating subsidiaries, except at Pittshurg.

Yaxdafions in Rate of Compensavion.

In the contracts with some of the operating subsidiaries
in the Standard group, for one reason or another, the scale of com~
pensation for services vary. The Louisville Gas & Electric Company,
for example, pays wnder the management contract not 2% per cent of
its gross, but only 2 per cent. The Philadelphia Company and its
subsidiaries under the engineering contract pays the 7% per cent;on
developments which are engineered but only 2 per cent on developments
which are not engineered, and pays but 1 per cent wmder the management
contract. Table No. III gives pertinent statistical date respecting
the operating utilities served by the management company and ind1-

cates the present rate of compensation collected for services rendered.




TABLE YIX

S"‘ATISTIOAL DATA OF STANDARD GAS AND KLIGTRIO COMPANY OPERATING
SUBSIDIARIES (AND THEIR SUBSIDIARIES) AS TAKEN FROM ITS ANNUAL
REPORT ¥OR 1633 TOOETHER WITH PRESENT RATE OF PAYMENT 1O
BYLLESBY INOINKZRING AND MANAGRMENT CORPORATION FOR
ENGINEERING AND MANAGRMENT SXRVICES

t : t Plant, Property i - GVvas ! Retirexént t Mansgeownt t Enginsering \ )
t Narmé of Sudsidlsry 3 and Franohises i Rovanue ! Rogoxve 3 ___ Pes t Fes !
| (1) ; (2) (3) (4 (5) (6)
Thy.dalifornfa Oregon Power 00, $ 34,162,252,27 $§ 3,605,473,26 & 2,017,694.98 34 y

Loulsville Gas and Rleot, Co. (of Dalaxara) 80,496,200,65 9,842,246,34 . 9,781,980,4¢9 g4 53

Market Streot Railway Co. 47,316,902.73 7,422,816, £0 3,399,430.09  $£100,000,00

NMountaln States Poxar Co. 20,819,757.37 £2,694,756.63 104,629,901 134 \
Northern States Powor Co. (of Delarare) 240,155,8068.42 30,949,255.52 16,659,914,31 2 V> 2
Oklehoma Gas and Eledts CO. 74,953,310,87  10,463,072,08 2,941,049,54 2 %5 ¢
Philadelphia Company 346,607,420.84 44,762,852,18 52,260,231,61 14 '?E - 28

San Diegd Consolidated Gas &nd Rleots Co. 38,909,340.37 7,038,022,.48 . 6,891,234.17 7

Southern Colorado Powxer Co. 16,048,168.35 ),698,377.16 362,936,901 2 3%

Wisoonsin Fudblic Sorvice Corp. 48, 909,275,57 6,777,030.71 3,229,089,93 74 it

NOTE 1t The two perdentages shown for Rnginearing opposite the Philadelphia Company is 73% on work
| perforined by Byllesby 0oy &nd 24 on work engineéerad by the operating company's 6sn staff,
Tho evidents tends to indicats that as to a street railway sudbsidiary of the Philadolphia

Company it 18 on a flat feo 1like that of the Market Streoot Rallway Gompany. _

NOTE 21 The g1vss rovenue figurds in ¢olunn (3) oontein iniercox.pany itens agagregating §1,223,270,
subjeot to elimination, The report c¢ontains no data to show how the total elintnation

could de slloocated as betweon subsidiaries,

HO1R 3t Msanagerent paycents of Southern Colorado Power Company have beon teasporarily waiwd,




Qver-all Profits,

In general, the servicing of these various operating
subsidiarles of the Standard group has proven quite profitable to
the pareat company, to which is passed the entire net earnings of
the menagement com,pany.l2 From data of mecord and thet contained
In the recent report of the Federal Trade Commission, ac to whkieh
1t is stipulated this Commission may take notice, it is possible
to develop a statement showing the Income and expenses of the manage-
pent company and of its predecessor H. M. Byllesby & Co. for the

period 1909 to 1933, inclusive, (except for the year 1930 as to

LS
which there is nothing in the record.§ ) This 1= done in the ¢

following table:

(12) 7This 1z 1llustrated in the income and expense statement of

the Byllesby Company. In 19al£ for instance, the receipts were
$4,361,817., the expenses were $2,483,616., and the net profits which
went to the Standard Company were $1,878,200.

(13) PFinancizl statements for 1931, 1932 and 1933 were presented
in the course of the hearings. Datas contained in the Federal Trade
Commission report which became availablc after the close of the
hearings ends with 1929.




\
SARLE IV,
JNCONE AND EXPENSES OF BYLLESZY ENGINEFRING AND

NANAGEVENT CORP. AND O “QEE§QB

Eh_l&_ﬁﬁLLBﬁEX c ,NE&_

= Wwﬂm '
: Per Cent :
: . Net Income :
: Gross Net to Gross
:Years Ingqme Expepses Tncome_ :
1908 $ 417 751.30 $ R265,363.89 § 154,387.41 3€.96
31910 1, 006 016.7¢ 683, ~74 42 2° »742.50 32.08
1911 l 569 521.86 851 771.21 717 749.95 4£45.73
1912 l 520 736. 76 956 203.08 563, 833 €8 37.08
1913 878 €lR.5 688 833.51 189 779.08 21.60
1914 596 205 Ol 421 85%.92 174 551.09 29.28
1915 619 691.81 428 723.56 190, 968 25 - 30.82
191¢ 904,190.33 62a 811.80 ~80 278.53 31.01
1917 1,174,216.33 640 188.74 531,027.59 45,22
1918 1,155,571.48 605 558.21 549,813.27 4T 59
1919 l 613,568.09 605 538.52 978,029.57 60.€1
192 1, 770 569.60 8~1 6s2.05 948,937.55 53.60
1921 l 877,147 an 784 982.21 L, 092 165.6¢ 58.18
1922 2,341,474.9¢ 965 &45,40 1, 576 022.53 58.77
1923 2 920, 751.o3 1,340, 2~8 12 l 650 SR3.14 55.12
1224 S, 751 776.82 1,829 488,60 l 922, ~80 22 5l.24
1925 3.556,370.82  1,895,188.79 1, 441,162.03 43.20
1828 4,042,730.48 2,466,731.33 1,575,999.15 38.98
1927 5,003,808.02 2 952 000.27 2,051,807.05 41.00
1928 4,619,110.94 3, 060 357.55 l 558 755.39 3375 .
1929 4,865,577.81 3 lOa,592.89 l 761 985.02 36.21
1931 4,061 817.57 2,483,816.7% l 878, 200 84 4%.06
1932 8,154,460.56 2 007 586.65 l 146 923.91 3¢.26
1933 2, 596 Qe7.62 l 597 080.35 998,987.~7 38 .48

Total $56,167,546.87 §32,110,511.24 $24,057,035.53 42.83




[od -] o

Between 1915 and 1933 there was paid by the San Diego
Company to the Byllesdby Engineering and Management Cbrporation and
its predecessor, Z. . Byllesby & Co., under the erxgineering and
nenagement comtracts or arrangements referred to, a total of
$4,678,617., the amouwnt paid prior to that time not being Indicated
In the record. A portion of this is now reflected on the books of
the local company as capltal overheads. According to Yr. Xuhn,
head of the valuation department of Byllesby BEngineering and Manage~
ment Corporation, there 1s Included in his historical appraisal of
the property of the San Diego Company as of December 31, 1933 (which
appraisel comes to within 2 few thousand dollars of the books), the
sum of §2,474,722. for Byllesby engineering fees in the total over-
neads of $4,692,854.<14) - |

It is In respect to this amount of $2,474,722. and the
azowmt payable anpually wnder the menagement contract and claimed as
- an operating expense that issue is raised. The latter amount for

the year 1933 amounted to approximately $175,000.

7 o w7 a

No guestion Is ralsed as to the auvaority of this Commis-<
sion To review these contracts and the charges made under them. The
Standard Gas & Electric Company, 1ts operating subsidiaries and the
affiliated management company are "so closely related through the
noldings of securities, and through, in many instances, comron
officers and directors,® that, according %o Mr. Hagenah "the Zlegal
fiction ** of independent corporations may very'well be .disregarded,

because in practical effect znd operation they are and hove always

(14) Tzis figure is eccessive by a small amount by reason of a
subsequent minor correction of the historical appraisal. (See Table vi.)
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been intended to be ome single entity."™ As to the monagement and
engineering contracts there is, according to Mr. Hagenah, "a matualily
and Interconnection and affiliation which requires and always has re-
guired that the éontracts between the Byllesby'Engineering and NMenage-
ment Corporation and the operated companies should receive publicility
and recelve the scrutiny of ﬁhe public authorities. * # It is |
frénkly admitted now, as it always has been,_thdt the relationship
1s ome which ¢alle for careful exeamination by public awthorities. * % %
I believe that your commission here and every pubiic agency shéuld'
exaﬁine these inter~company reletions with great care, to the'end‘
that no unfair advantage be taken by one company or another company
which would result in an wmjust burden on the rate payers.n

| Iﬁdeed, the rigkt and duty of the Commission to scrutinize
tbesevinter-éOmpany relations here before it and to make appropriate
findings reépecting the cost of tﬁe service ren&ere& could kardly
be brought‘info question In view of the rapid development in récent
years of a body of judicial and comzission ﬁrecedent respecting such

inter-company relations and tremsactions.
veloom £ Yodern Rule.
In 1822, thé Supreme Court In Missouri ex rel. Southwestern
Bell Tel. Co. v. Pub. Serv. Com,, <62 U.S. 276, disapproved thé écticn
of tze ¥ssouri Comzission In reducing by Lifty-five per cent the 4%
per cent éharge o2 gross revenue of the Amerlcan Telepﬁone'ahd Tele-~

graph Company. Speaking by lr. Justlice McReynolds, it was saids

(15) In a brief filed herelin om behalf of the Byllesby Company by

Yr. Zzgensh 2s ite Vice-President and Counsel, it is further specifically
admitted "that Iin respect to all necessary disclosures as to woth terms
and cost, the burden of proof is on the parties to the contract.”

z2.




"Four and one half per cent is the ordinary charge

paid voluntarily by local companies of the general

system. There is nothing To indicate bad faith. So

far as appears, plaintiff In errort's bYoard of

directors has exercised a proper discretion about

this matier requiring business Judgment. It must

never be forgotten that while the state may regulate,

with 2 view To enfercing reasonable rates and charges,

1t 1s not the ommer of the property of public utility

companies, and is not clothed with the general power

of management incident to ownership.?

While the doctrine then laid down rendered lorgely in-
effective efforts of state regulatory hodies to comtrol and limit
holding and management company fees, reslstance to this type of
charges d1d not dle out; and the attitude of the Suprome Court
towards them hes graduslly changed. A few years later there reached
the Court a case attacking as confiscatory a rate order of the Rail-
road Commission of Kentucky fixing natural gas rates. One of the
grounds of attack was the inclusion in grozs revenue of 50 per cenV
of the net profites of an affiliated company which under comtract ex-
tracted gasoline from the natural gas, the attacking company receliv-
ing one-eighth of the gross profits on the gasoline extracted. In
that case, in United Fuel Gog Co. v. Rallxead Com. of Xentucky, 278
U.S5. 300, decided in 1928, the court sustained the inclusion in
revenue of this 50 per cent of the affilizte’s net profits. A public
service corporation, it was said, "may not make a rate confiscatory
by reducing its net earnings through the device of a contract wduly
favoring a subsidlary or 2 corporation owmed by its own stockholders.”

The mext important case reaching the Supreme Court was
that of Smith v. Ll Bell Tel. Co,. 282 U.S. 133, decided in 1930.
Rates fixed by the Illinols Commerce Commizcion were attacked as

confiscatory. They were enjoined by the district court. On

23-




appeal the order of the district court was reversed and the case

sent back for specific findings on (1) the net earnings of the
Wwestern Electric Company (2 subsidiary, as was the Illinois Bell
Company, of the American Telephone and Telegraph Company) in relation
to the manufacture and sale of telephone equipment and Tthe extent

to which, Aif at all, such profit figures in the estimates upon which
the charge of confiscation 4is predicated” and (2) the cost of ser=-
vices rendered by the American Company to its subsidiary snd "the

reasonable amouwnt which should be allocated #n this respect to the

operating expenses of the intrastate business of the Illinoils Company.™

Western Disfriluting Company v. V. Com, of Kansag
285 U.S. 119, decided in 1932, involved the gate~way gas rates charged
by an affiliated company. It was held that the operating company, in
view of the affiliation between tihe buyer and the seller, must offer
satisfactory evidence "witk respect to all the cost which entered into
the ascertainment of a reasonable rate.” In view of the common
control, a showing that charges similar to those at issue were made
at other places axd that no supply elcewhere could be obtained at a
lower price were held not to make even 2 prima fagle case. Snith v.
Il Bell Tel, Co.,. sunrs, was cited and.not earlier cases like
Missours ex rel. Sovthwestern Beall Tel. Co, v. Pub. Serv. Com., sunra.

Dayton P. & L. Co. v. Puk. Uik, Com., 292 U.S. 290, de-
cided on April 30, 1934, likewise Involved the gate-~way charge for
gas by an affiliated company. "There is no doubt under the decisions
of this court", it was said, Tthat the Commission was not concluded
by the vrice fixed in the agreement.™ The value of the property
of the affiliated seller as well as its expenses, including a service
fee to a manasgement company (whick had been reduced), were considered

at some length and the reduction ¢f the gate~way charge for gas from




45 cents to 39 cents was susteined. "The burden of prool was on the |
buyer of the gas", it was held, ™o show that iIn these transactions
wivh the affiliated seller the price was no higher %han would be pay~-
able in a regulated business by a buyer wnrelated to the seller and
desling at arms length.” To determine the falirness of the gate~way
rate "there has been needm, it was sald, "to consider the assets and
“ae expenses of the affiliated seller, for only thus has it been

possidle to estimate 2 falr return.m

AT the same fterm of court in another gas case arising in

Onio (Columbus Gas & Fuel Co, v. Pub. Utdd. Com.. 292 U.S. 398),

it was again hecessary to consider inter~-compony contracts between

affiliated companies, and it was held that the mintercorporate
agreement does not control the price to be pald by the consumers if
the rate thereby established is higher than a fair return.?

It 1s true %that in the early days this Commission allowed
the Byllesby charges (Re §.D. C. G. & E. Co.. 11 C.R.C. 735; see also

2e Teghern Stotes Cos & Floct, Co.. 24 C.R.C. 677). However, this

Commission, like the courts, has gradually evolved a far stricter
standard of appraisal and treatment of affiliated ¢corporavion charges.

In Re ©.A. 008 & Electric Co., 35 C.R.C. 442, a holding company fee

was eliminated from operating expenses. Similar action was followed
in Be Sox Jozowin L. % P. Corp., 37 C.R.C. 531. In Ee Const Counties
Gondt Bo COo, Dec. No. 25325 in Case No. 3326, decided on November 7,

1932, certzin mamagement and engineering fees were reduced by 30 per

cenv.

Sule 2 Sound and Practical Ome.,
 Wpile court end commlssion have firmly established cost (end

cost, of course, includes a reasomable return on Investoent or




property) 2s the controlling factor im accownting for holding or
zanagenent company fees, there are persuasive reasons of a practical
nature supporting the rule. Cost is tanglible and may de ascertained
with reasomable precisiomn. This may not be sald of other suggested
standards of evaluating such fees. Again, granting that services
such as are here Involved zre of o valuable nature, (See Sxith v.
ILLL;&EELimakkJQQL;‘ﬁnnza) the same characterization may be made of
services rendered by the engineering, the fiscal, the pufchasing,

the operating, and other departments of the various great utilities
in this State which operate independently. Nevertheless, Iin the
year by year process of regulation of these utilities the cost of
such services has walversally been used as the basis of operating ex-
pense allowances and in bullding up historical property bases. To
allow axn affillated corporation profit on top of the cost of the ser-
vice, where the affiliates "are and always have been Intended to bhe

one single entity” would not only bring about an inconsistency in

treatment of utilities out would be a positive diserimination against

those independently operated.

Vanzocement Comnany!s

The Byllesby company has no physical property except office
furniture and equipment. The cost of this is not definitely zhowmn
and 00 point is made respecting a return upon Itc cost or value.
The company is essentlally a personal service organization. Salaries
of officers and employes, which although Liberal are not claimed to

be excessive, constitute the bulk of the cost of rendering services




- (18)
o the various operating subsidlaries of the Standard group.

e Vor- s
To the extent Byllesdy system costs and profits afford
an indication of the cost of services furmished the San Diego Company,

system results as depicted in Tadble IV may not ve taken without

qualification. In the first place the San Diego Coumpany pays the

' 17
full engineering and management fees. (17) Other operating com~

panies do not. Agein the menagement company performs ¢ertain fiscal
sexvices for the Standard Gas and Electric Company for which it does

not charge.<18) It 1is conceded that there should have been a

charge for this service.(lg) If it be assumed that during the years 1931,
1932 and 1933 all of the operating companiles had paid on the same

basis as did the San Diego Company the relationship of net ievenue :

0 gross revenue would have been substantially higher than 1ndicated

In Table IV.for these years.

(16) For the years 193L, 1932 and 1933 salaries amounted to £0.%

per cent of the reported expenses. Taking the year 1931 as am
example, expenses are listed as follows:- General Expense, $82,400.;
Salerles, $2,023,829.; Rent, $183,570.; Depreciation-Furniture and
Fixtures, $34,436.; Taxes, $20,560., and lMlscelloneous Items, $138,819.

(17) Certein per diem fees paid by other subsidisries are not paid
by the San Diego Company.

(18) These comsist in part, for instance, of making out and mailing
all dividend checks. This same service for the operating subsidiaries
is covered by the memagement comiract, but In the case of the Sam

Déegé Company, because of its distance from Chicago, it 1s not fur-
nished. -

(19) Mr. Lynch, head of the fiscal departuent of the Byllesty Company,
estimates the cost of the service rendered the Standard Compeny at
$50,000. a year.




Furthermore, commencing with the year 1926, and in some
years at least, the Byllesby Enginecering & Menogement Corporation
pald Federal income taxes upon I1ts net earnings before passing tke
remainder to the Standard Company. Prior to that time the earnings
h2d been pvassed o the Standard Company which reported and paid the
tax. To determine the over-all system cost of rendering the service
some account must be taken of this fact.

Systen revenue and expense have been to some extent depart-
mentalized. IEngineering fees, for instance, collected on projects
not engirneered are not, as a matter of Interdepartmental accounting,
credited to the engineering departzent hut to the operating depart-
ment. Referring to the relationship between construction actually
engireered, on which the 7% per cent fee went to the engineering
departzent, and construction not engineered, on which the 7% per cent
fee went to the operating department, the following language con-
tained in the Federal Irade Comxission report is pertinent:

"In the departmental income statement presented

in Text Table 5, Chapter II of this report, inconme

from engineering (Tcomstruction”) fee was zhomm for

both the Engineering and Construction Department and

for the Operating Department. It is assumed that the

engineering fce Income credited to the Engineering

and Construction Department included the entire income

Ifrom engineering fees on construction engineered by

that department. If that assumption iz correct, the

proportion of all construction tThat was construction

on which the Engineering and Construction Departmernt

did not fwetion ranged from 21l.5 per cent in 1921 to

74.9 per cent In 1923 and averaged 50.2 per cent of

all comstruction during the entire period 1919 to 1222
Inclusive.” '

e o S o a

The cost to the Byllesby organization of the engineering

services furnished the local company may be closely avproximated,

<8.



but, according to lir. Hagenah, the cost of the ﬁanagerial services
s Surnished 1s mot availabie. ) |

The history of the loecal company, it may be pointed
out, does mot disclose problems of extra-ordinaiy difficulty or come-
plexity. The local officials seem to hove been and t0 be men of
conspicuous ability. Under these circumstances it would not be
surprising 1f the costs of the service rendered to this company as

related to the fees paid should be less than the system average.

The record plainly indicates that they were as to engineering fees.

Cost of Fngineerine Service Furnished.
That the cost of rendering to the local company the
service covered by the Engineering contract or arrangement was less

than one-half of the amownt paid by the local company and distributed

(20) Thus Mr. Eagenah testified as follows:

"Q. WIill you have a statement showing the cost of rendering
that service to San Diego Consolidated? A. No, gir, the accounts
of the Corporation are not so kept as to show the management or
operating expenses Incurred for each of the c¢lient companies; dut
all the engineering records are so kept so that we can show pre-
cisely the expenditures on ecach engineering wmdertaking or project
for the local company.”

And later he testifled:

"The engineering fee is distribdbuted according to the actual
engineering. That comes pretty close to accurate cost accounting.”

Also: ‘ _

"I dontt like the 2% per ceant on grosc ezrnings basis any more
than you do, and I1f anybhedy can give me any suggestion of a better
basics I am open to receive it for the most serious consideration. It
is s0 easy to criticlze 1%, and often In that criticism we Joinm, and
I would like to lmow how +0 make it better.

Thav forces me to this conclusion, Mr. Commissioner, that,
since the cost of rendering this service of our cowpeny is an average
of €0 per cent of the'revenue we receilve, I think the best possible
coct analysis which can possibly be made would indicate thet the coszt
of the service rendered to the San Diego Comsolidated Gas and Elee~
tric Company, for which it receives fees, 1s €0 per cent of the amowmt
that that corporation pays. Now, any other basis of ¢ost analysis
or distributlion will give you a little more or a little less, accord-

ing to the basis that you use, but I don't see how you can get
materially away frox that.” :




to its capital accoumts 1s clear. For the pericd 1916 to 1233,
" fnelusive, there is a wealth of data in the record respecting cost.
The smount collected 1s not a subject of controversy. The situation
during the years prior to this period ic not particularly important.
There is, however, nothing to Indicate that the‘experience then was
essentizlly ¢ifferent from the experilence during the period when (21}
over 80 per ceant of the property now in the system was Installed.

Tke City inzists that over 63 per cent of the payments
on accownt of engineering services and which found their way to the
books as overhead charges represented clear profit to the affiliated
interests.' The computation by which this result is reached was pre-
sented at the oral argument. The only serious c¢riticlsm of 1t in
the written briefs zubsequently filed was that thé‘experience for
the period 1927 to 1932, Inclusive, respecting wﬁich detailed figures
were presented, was not representative of the entire period and that
sufficlent welght was not given to the cost of services offa general

nature. Thils specific data was offered originally as being repre-

(21) According to Mr. Kulm's historical appraisal but $3,%62,637.
of This early property is now In the system. This figure includes
the full Byllesby charges in overheads.




(==) |
sentative of the period 1916 to 1933. Counsel for the company

In o written brief also rather seeks to discredit the evidence as’

to costs adduced by the Company.(zs)

It 45 admitted that during the period 1916 to 1933, in-
clusive, "the gross amownt of payments (by “he San Diego'Company?
to the menagement corporation (and to its predecessors) charged
%o construction™-was $2,470,086. It is also admitted that
$854,944. of this amount represents the payments upon projects
specifically eangineered by the Byllesby.organization for the local
cozpany. Thizs latter amount fully covered the cost of the engineer-~
ing work, except for certain general éngineering‘services both to

tae local company and for all of vthe operating subsidlaries ané of

(22) Xr. F. H. Lone, head of the engineering department of the
Bylleshby organization, testified:

"R. TILLEAN: Do you think that in the period prior -- be-
tween 1916 and 1927, the ratlo between income of the englneering
department on projects actually supervised and designed by the
engineering department, the ratlo between income and expense, was
any greater, any different, than during the period 1927 to 1932
shown In your exaidit?

A. What you want to kmow Ls whether I think we made a profit
in 1916 to 1827 on specific prolects?

Q. TYes, Just whether that is a falr sample of the whole period
or whether 1t should be varied? A. I think it Z1s; I think 1t is
representative of the average run of our operations.

Q. And you feel that the same iftems taken f{rom 191€ to 1833
would have shovn approximately the same result?

A. A similer analysis of all the work done from 1218 to 1927
would have showm substantially the same result, In my Judgument.

Ve have up and down perliods all along the line which ought to have
evened tThe thing out.

Q. And In view of that fact, then, the $854,000. odé figure
saowa on page 1l would compencote the Byllesby Engineering and
Uzonagement Corporation for all emgineering department services in
connectlon with capital additions to the local company, deslgred

and superviced by the Byllesby Company, would it not? A. That
is a falr statement, yes.™

(23) Thus cownsel say "As a matter of fact, there are no c¢redible

cost figures In the record of vals case and furthermore they cammot
be obtained over thls company's entire history.T




which the San Diego Company should bear its fair proportion. Since
a part of the services contemplated by the engineering contract was
that rendered by the purchasing department maintained by the manage-~
ment company it is appropriate that a portion of the cost of this
gepartment should be considered in determining the cost of the
engineering service rendered at San D:i.ego.(m> There 15, of course,
& small investment in furniture and office equipment upon waich the
managenent company has been entitled to earn a return. Adding to
the figure of $854,944. a liboral allowance for these added elements
of cost, it is impossible to escape the conclusion that the cost
to the management company during the perioed 1916 to 1933 of all .
‘services, payments for which found thelr way into capital overheads,
did not exceed 45 per cent of the $2,470,086. collected. The
same conclusion may reasonably be applied respecting payments prior
to 1816, o small amount of which s@ill remains on the books as over=-
neads. |

¥r. Kubn testified with great definitenmess thoet the sum of
$2,474,722. represented Bylleshy fees included in his total over-
head allowanceé. His figures, as subsequently pointed out, are algost
precisely the book figures. Fifty-five per cent of this is, in round
figures, $1,360,000., whick sum represents the minimum amount which
mist be deducted from the total overheads used by Mr. Xumm In his
nistorical appraisel, in order to eliminate the element of intercompany
profit contained in such overheads and place them om the basis of

actuzl cost to the family of affiliated corporations.

(24) The present payroll of the purchasing department is about $50,000.
a year, only a part of waich .could be ascigned to Sanm Diego.




Cost of Vomaecerial Sepvices Fumiched.

Sinee there 1s nothing in the record esctablishing the actual
cost of the management services as furnished to the local company,
it becomes necessary to estimete the ¢ost upon the assuaption that
on the average the relationship between the amount mald and cost at
Sax Diego is the same as the relationship bvetween either (1) the

actual Byllesby system income under the manzgement c¢ontracts and the

system cost, or (2) the assumed income om a uniform 2% per cent basis

ol payment by all operating companies and the system cost. As the
purpose is to secure a basls for estimating reasonable operating
éxpenses for the near future, it is the recent relationship that is
important. The ¢ity contends that a system relationship is not
reﬁfesentative unless all operating companies are assumed to have
pald on the same basis as GId the San Diego Company, and submits a

cozmputation constructed upon this theory which is set forih in the
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footnote. Ine management company, witk some show of reason,
urges thot zctusl charges as collected from the various operating
companies have been equitebly assessed a2nd that hence they shomld

be used as & base. Eitker basis of computing the system relation-
ship skhows the managezent services %o nave been extraordinarily
profivedle. Giving due weight to the contentions of the parties

and to facts of record, it may safely be concluded that an allowance

ir. operating expenses of $70,000. a year will fully cover the cost

of tre mansgerial services.

(25) The City's computation is as follows:

RSN 2938 12%%
tIncome of Standard Gas and
Electric Co. Subsidiaries

Exe 115, Po 83 cevenae....B3145,176,038. $LITL,432.176. §$124,082,525.
Vanagement Fees Computed

at 2% per cent 2869 sasssse 3’639,4010 5,285’804. : 3’102,065.
Operating Zxpenses Ex. 118 2,483,617, 2,007,537. 1,597,080.
Deduct: '

Cost of Zngineering
SEIVICE eeessecasanass  L,158,805. 785,915, 439,387.

Cost of Services per-~
formed for Standard

Gas & Zlectric Co. ... 5C,000. 50,000. 50,000.
Wiseonsin State Income

T&I—TI‘.EEGG stanosduse 16,900- 16,633- 7,755.
Oklahomz Income Tax -

Tr. 3567 sssensacnaenss haahandend 4:’787‘. 6,542-
Investigation Expenses,

FJC-118, TI’¢ 3568 teone 8,824:- 2,4394. hadeiad
Uncollectible Accoumts,

Ex-us, TZ“- 5585 csawn 3,822. ----- hadedend

Net Cost of lMarnagement Service
L,R45,2¢66. 1,147,708, 1,098,596.

Ravio Net Cost of Management

Service to Income from lanage-

nent Fee Computed on hasis of .

2% per cen%. for all properties  .343 .349 -353

R IR

Use as Estimated Cost of B. E. & . Corp. Management -~ §$63,500. per
annun.
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A nass of daﬁa was presented bearing upon the property

base upon wkich a return should be allowed. In one respeet very
szall differences as vetween the parties developed, everyone being
In substantlial accord as to additions and deductioné to the base as
of December 31, 1933 for current additions and betferments, materials
and suppliss, working cash, organlzation and cost ¢f franchises and
the treatment of consumers! advances and donations,<26) Reference
will be made to these various items at an appropriate point. 4s a
matter of convenlence consideration will first be had of the various
claims respecting the base as of December 31, 1983.

| The following tables indicate the claims and contentions
which must be considered and reconclled. Some diffliculty has been
experienced in making the clalims entirely comparable, as the City
in its estimotes excluded certain property as nonQOperative. How=-
ever, the figures in the table, os nearly as may be ascértained,
apply tc idextical property, although some of the property to which
taey apply Ls claimed by the City to be non-operative.

(26) Curiously, the adéitions and deductions largely offset each
other. The conclusions as to the base as of Decemxber 3L, 1933 will
closely approximate the base upon which a return is to be calewlated
and allowed.

as.




COMPARATIVE VALUATION BSTIMATES FOR S
0 C. YCLOSIVE OF
\§3 2 =5L=50.

2 Fleeyric @ Gos s ptoam . Combined =

Bistorical Cost:
Smiley (City) $§8,142,909. $10,87€,811. &£R11,258. §31,230,973.
o g

Kuhn (Co.)

Note (a)

Note (%)

576,496. 10,795,12%. @ 238,485. 31,610,110.
Re New: _
Smiley(City) $19,048,219. $10,762,548. $272,284. $30,083,051.
4)Kuhn (Co.) 20,741,699. 11,057,441. 283,495. 32,082,635.
~Omissions and contingencies are made a part of the

construction overaead in the City's appralsel, while
in the Compzny's they are added to the base cost be-
fore overheads in the amount of $243,478. on the

historicel, and $243,931. on the reproduction hasis.

The City's figures refleet 2 lesser amount for trans-
portation than appears on the Compeny's hooks. The
Company figures include all of this expense, dut 2
blanket deduction of $80,392. is made by the Company
from the rate base to provide for excessive aceruals.

9 8B

Electric : Gas : Stean :_____Combined

Amovndt . Amount : Amount i Ameunt  :Per Cent.

Historical Cost: ‘

Smiley (City) $1,845,809. $ 926,577. $20,270. 42,792,656. 8.9
Kum (Co.) 5,186,529. 1,487,259. 16,228.  4,690,716. 14.84
2)Incurred Over- ‘

heads with

interconpany

profit eliminated } 3,331,000, 10.54

Rep.Cost New: .
3)8miley (City) $5,279,607. $1,830,710. $51,086. £5,161,553. 17.16
4)Kum (Co.) 3,928,173, 2,054,983. 48,606. 6,101,762. 19.02




: Flectric ¢

Stean < Conbined:

Oricinal Cost:
f?ﬁj&%e) Karm (Co.) $TLT,492.
Valyes

"
-

470,523.
694,628.

1,430.

437,395,
295,329.
423,995.

$4,622. $1,053,544.

992. 1,144,711.
€99. 766,551,
4,595‘- 13123,018‘-.

Mr. Xulm's historical estimete i1s dn reality an Inventory

check against the Company’s books. The figure which he reached, the

. books and the Commission figure of 1915 with‘net additions and hetter-

ments adéed, are so close that for 21l practical purposes they may de

o
taken as identical.("7)

The historical reproduction estimates of the City are en-

titled to little or no weight and are chlefly interesting because so

far as the aggregate base cost is concermed 1t coineides so closely

with the books.

The conclusion is inescapable that the actual cost of the

property ac of December 3L, 1933, with the clement of intercompany

nrofits as they are contained in overheads eliminated, was in round

fizures $36,000,000.

Valne.

Because of the position assumed by the utility 1t Decones

necessary to depart from the field of cost where definite and pre-

cise conclusions may be reached and to enter the realm of estimate

127y Yr. Kebn's figure is $87,354,370.
to $37,374,077.

The books show $37,363,085.
The Commission's 1915 base plus net additions and betterments comes




(28}

aad conjecture to test the adequacy of cost as a measure of valuec.
(See Tpeeline v. Nat, Geos Co, (W, Va.) 175 5.E. 339.) At the
very threshold of thilis realm it is appropriate to point out that the
physical property of this utility (comparable with that referred to
in the tebles) as reflected upon its books was, 4in 1916, approx-
imately §5,500,000. At the end of 1953 it had fncreased to some
557,300,000.  The rate and period of growth is indicated by Table

-
P

It is a matter of common Xnowledpe that commencing in
1950 the United States entered upon such Ma depression as to conm-
svitute 'a new experience to the present gemeration.t It was not

the usual case of possidble fluctuating comditions but of a changed

economic level.™ 8.7, % S.T7 7. UoBaa R84 U.S. 248; IQg
Angeles Gas & Flect, Corn. v. Railxead Com., 289 U.S. 287.) Im
entral Xe Na%. Gas Co. v. Rallroad Com... 290 T.S5. 264, decided

on December 4, 1933, the court through Yr. Justice Stone spoke of
"the profound changes In values % and reasoneble return on invested
capital whiéh'we Judicially know took place during!the pericd of
more than five years while the case was pending before the commission
and the court.” _

The gravity and extent of thals changed economic level is
g&aphically depicted in the genmerally publiched charts of cuch

ageacles as the Federal Reserve bank, the United States Department

(28) Actual cost of course "is good cvidence of the wvalue" of a
utility system at the time of its comstruction and ™will continue
fairly well to measure the amount to be attributed to the paysical:
elements of the property so long as there is no change In the level

of ‘applicable prices.™  (Los Anseles Gags & Eleet. Corp. ¥. Rallroad
Com,, 289 U.S.”287.) . _

ae.




of Lobor, the Engincering News Record ond otker recognized statls-
tical servi&es. While such charts and data furnish no sufficlent
basis for <he translation of costs of the past Into costs of the
present they do indicate the need of caution in comsidering and
welghing mere estimates of what 4Lt would now cost to reproduce a
property that has actually been developed over 2 period of yezrs.

The theoretical reproduction of a large ulility properxtly
such as this necessarily recuires an Infinive variety o; assump-
tions - some logieal, many not convincing. New construction has
fallen off with this and other utilities. Hence no actual "ex-
perience In a recent period™ is available as a "check upon exbtrava-
gant estimetes.®  (Los Angeles Gag & Tlect. Cord. v. Bailros
supra.) Careful and unblased estimators in figuring such a large
and complex Job with no recent experience to serve as a gulde would
naturally vary comsiderably in their final resul®s.

As to the City's reproduction eppraisal, it 1g subject to
eriticisnm in many particulars and may be accorded 1ittle or o
weigat. The Company's reproduction estimatevkas based upon spot

prices as of the end of 1933. A floating two year construction

period was assumed. Price quotations were obtained\by the Byllesby
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organization for inventoried mnterials.¢29> .Land was Zocluded at
its value as estimoted by the Company's appraiser but 13.97 per cent
was added for overhead. Costs of clearing sites were reproduced.
Local material prices were inc¢reased because of the State sales tax.
The overhead charges used were In the aggregate much higher thom have
been experienced by the Company. It was assume@ that the Byllesby
organization or some emgineering contractor would do the Job.

Cost of reproduction, of course, "is a guide dbut not a
zeasure” of value and "an Intelligent estimate of probable future
values * % * and even Indeed of present ones, is at best an approxi-
motion.”  (Devion . % L. Co. v. Pub. Util. Com., supra.) Price
cuotations elicited with no contemplation of an éctual sale are by
no means indlcative of what quotations might be if tendered in the
nope of participating in a real transaction. It is far from clear .

that some of the theoretical costs assumed and estimeted are true

(29) The following is one of three simflar letiers introduced in

evidence as typifying the procedure followed in obtaining vrice
guotations: \

The ALr Prekeater Co.,
¢/0 D. 2. Skeen & Co.,
One North LaSalle St.,
Chicago, Illinois.
Gentlemen: 4

Attached herewith you will find 2 list of equipment now in-
stalled on the property of the San Diego Comsolidated Gas and Electric
Company at San Diego.

This equipment was purchased from your company and our
Valuation Department now requests that we secure from you prices on
this equipment as of December 31, 1933.

Prices should be f.0.b. San Diego. We would like also to

h?ve the price of the equipment delivered and erected on our founda~
tioms.

"January 3L, 19%4

Kindly submit this Information to us im triplicave.
Yours very traly, f

EYLLESEY ENGINZEERING & MANAGEMENT
CORPORATION

(signed) By _R. C. Venz

Asslstant Purchasing Engineer.”

40.




Increments of velue. (See Davton P, & L. _Co, V. 2ub. Utii. Cofr..
suora.)

There 1s here present snother element Pearing upon va;ue
wolch must be considered, namely, the matter of non-operative
property. Just when property constructed in good ?aith becomes\no
longer useful in serving the public it a2 nilce guestion ever diflficul:
of determination. Its approach to this category may usvally be ob~
served, but the precise point of time when its status chenges 1s 2
matter of Judgment. Under the basis of Testing the reasonablenecss of
rates long adhered to by this Commisgion, nemely, the historical cost
basiz, the tendency has been to resolve doubts In faver of treating
oroperty és operative even though 1t was close to if not upon the
line where it should wnderpo a chonge of status; and when declared
o ve non-oyerative, and existing reserves were inadeguate to absord
1ts retirement from capital, wrovision has been nade Dr its amortiza~

tion.

[aa k!

The City contends that about one-third of the Company's

Loie P

general office building =nd the lang occupied by it, Station TAT

4l.




of the electric department, the Oceanside gas plant and a few lesser
items aggregating in cost over three gquarters of a million dollars
should be eliminated from operative property. The Commission is
not prepared to make such eliminations so far as a historical cost |
set-up is concerned. Eowever, it is impossible to overlook: the
effect which the status of this property sought to be eliminated
has upon value.

The Company in its reproduction estimates reproduces the
 Ldentical property historically appralsed, including the items Just
| wentioned. It Is of course inconcelvable that all of the property
would as a practical matlter be reproduced. Imefficlient wnits,
property of doubtful utility, property more extensive than presently
needed, extensions made in good faith but which heve not provén‘
profitable (the evidence shows there are such) would be discarded,
reduced In size, or have less ¢ostly substitutes provided, were the
systex to be reconstructed.

Enough has been said to imdicate tiat there is nothing un~
Tair Co the uwtility in taking actual cost as a measure of the failr
value of its physical property prior to making appropriate deduetions
therefrom for accrued and realized depreclation. Indeed, a figure

below actual cost would not be wnreasomable.

naglatd

Zxcept for the positlion assumed by counsel for the utility

© would be wanecessary to.comsilder the matter of accrued deprecia~




\
tion.<30’

It hos long been the practice of the Commission %o
2llow for the expense of depreciation on the sinking fund basis.

As z concomitant to this a retwn has been allowed on & property
base without deduction for acerusd or realized depreciction. The
reason for this has been that the utilities have been required to
supplenent the sinking fund annuity by accounting for interest on
the depreciation reserve. The reserve has generally been Invested
in the property and by allowing a return on an undepreclzted base
the reserve has ecarned its interest requirements. This method has
been followed with this as well as with practically every major

. gas and electric utility in the State.

(30) At the hearing on October 2, 1934 the presiding Commissioner
suggested to0 comnsel that 1f the parties would indicate by their
answers Lo two questions their respective positions the proceedings
night be greatly shortened and simplifilied. These guestions were:

"Pirst, having in mind the alstory of tke utility, previous
fluctuations of price levels, the present level and the probable
future level, will it be reasonable for the Commission Iin these
cases 1o empioy the reasonable historlical cost of the property, and
by that I mean such cost to The agency which actwally comstructed
the property, as the most accuratée and representative test of the
fair value of the property for rate-fixing »urposes, appronriate
additions being mede for cash and working capital and the question
of whether or not deduction is made for realized depreciation being
dependent upon the basis of treatuent of depreclatlion expense; and

Second, should the Commission here, in determining the amount
to be allowed for depreclation expense, use the sinking fund method,
and by that I mean meke no deduction from orliginal ¢ost for realized
depreciatlion but at the same time requiring the Company to account
for, or assume 1t will account for, interest upon its depreciation
reserve, 5o that such interest will augment the amount currently
avallable for depreciation expense?®

A partial answer was made by counsel for the coumpany at the
oral argument as heretofore pointed out. In his written brief 41t
1s claimed that straight line depreclation expense must be used with
a fair value base - a claim which logically may best be treated
mder depreciation expense.

43




The depreciation reserve of the utility on December 31,

1933 was $6,891,234., which was cxclusive of a speclal rescxve for
sutomobile and special tools.(gl This reserve was equal vo 20
per cent of the vhen actual cost of the deprecliable property. lr.
Xulm, 3 witness for the Compaony, estimeted the accrued depreciction
as of the same date deductible from his reproduction new appralsal
at §7,424,657. This figure Included the accrued depreciation on
automobiles and tools which should be deducted to meke niz estimete
coxparable to the reserve built up by the utility. After making
the deduction, ir. Xum's figure is $7,294,126., which is equal to
19.% per cent of hisz estimated reproduction new cost of the depreciladble
PIOPETLY.

| Mr. Xukn's estimate was based upon imspection and was in-
tended to reflect lessened value from paysical wear, tear and
deterioration. Iucept In the case of Statlion A" he estimeted
no lessening of value for functilional reasons, such as obsoles-
cence Inadequacly or public requirements. Eis flgure was purely

2 matter of Judgment arrived at from Inspection and

(381) The Company maintains o special reserve, which is not evern
called a reserve, for zutomobiles and speclal tools. Aceruals, in
vhe main at least, are made on a straight line basis. Such accruals
are spread as a cost TO new construction and omeration as such equip-~
zent 1g uced, so that the ceiupense of depreclation of this movable and
rapidly depreciating property is buried in capital or operating ex-
nense and covered and provided for in thls way. This method of
treatzent 1s appropriate and falr provided the accrual is at a
proper rate and the amount of a2 reasonable reserve be deducted in
recaching a final property base. Thls ds recognized by the Company,
wnlich does moke a deduction for thls special recerve after ¢eortain
operatizz and capital adjustments to care for over-acceruals. The
amount of tals reserve s inecluded in the figures appearing in the
last colum in Table II. o
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without giving weight to the actuzl retireuent experience of the
Company. Since In expense full provision is made to protect the
Company for the consumpition of capital in service, whether result-
ing from physicel Geterioration or functional causes, it would seem
That Mr. Xuhn has, In theory at least, employed too narrow z base Iin

erriving at his result. (Wheeling v. Hat. Geg Go. (W. Ve,), supra.)

The amount of accrued depreciation in an extensive utility
property cannot of course be expressed with exactitude. It muct
necessarily be an approximation.  Since the reserve and Mr. Xum's
Ligure for acerued depreciation, zdjusted as above noted, each bear
an almost Ldentical relafionship to depreciable property vase to
waich pertinent when expressed in percentage (Mir. Kulm's figure 1s
applicable to 2 higher base than is the reserve) it may safely ve
concluded that the acerued depreciation In “he property, as of
December 3L, 1935, was but slightly less than the amomm’ of the re-
serve, this being exclusive of deprecilation on automobiles end
speclal tools, which is specially treated.

It is ﬁore difficult to express this depreciation as of
the year 1935, by which time the depreciable property will have been
increased by some $485,000., the reserve will have increaéed by sone
$900,000., and the property as a whole will be more than a yesr

older. Counsel for the Company in his brief recognizes the

necessity for a slight increase because of additions and better-

ments but seems to have overlooked emtirely the effect of the
aging of the property as working 2 decrease in value and consequeﬁt
increase in the amownt of depreciation accrued. Eaving in mind that
the depreciation reserve is probably excessive at the preseﬁt'time,'
t is concluded that as of 1935 the sum of $7,250,000. should

be deducted for acerued depreciation. T s obviously the least.
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axount waick may reasonably ve used to evaluate this element.

Such a conclusion is consonant with the basis long observed
by the utility In respect to the operating expense of depreciation.
Tere the basis and theéry of treatment of depreciation expenée
different, a different method or basis of measuring accrued deprecia-

tlion would hecome necessary to avold illogical and umjust results,

as subsequently poiﬁted'out in the treatment of depreciation expense.

ine Valne

The Company, tﬁrough Mr. Jacobs, 2 consulting engineer
employed both by the utility and by the menagement company, advanceéd
a cleim to going value 4n tho sum of §4,000,000., §3,000,000. of
woick he allocated to the electric department and the balance to the
gas and steam departments. Expressed in the form of percenvages,
These amounts represent approximately 15 per cent of the depreciated
actual cost of the electric property and 10 per cent of that of the
gas and slean property, or an overall of over 13 per cent of such
cost'of the coxbined properties less depreciation.

The witness defined his concept Of going value as "that
element of volue attaching to a public utility over and zbove 4its:
physlcal properties, its organization expense, its patent rights
and franchises, by reason of the fact that 1t has an established
business producing revenues, with a trained persomnel and msnagement,
axd with all the elements of the dusiness, physical and otherwise,
acapted, organized and coordinated and fully functioning'as a going
concern, with the ability to earn a reasonable return.” The
witness was of the opinion that the Company should not wnder existing

et
W

conditions ask for an 2dditionsl return upon the intonglole elexent




of value if given a falr aﬁd reasonable refturn upon "the historical
cost of the Company's physical prc:»;pertie-.*:»;f nlus z reasonable allow-
ance for orgenization, working capital and miscellaneous additive
itens. Frbm the standpoint of "falr value®, however, he could not
”escape the fact # # % that going‘concern is-a proper item for in-
clusion in the so-called rate base."”  New business expense, in the
witness's oﬁinibn, produces a capital asset on the fair value theory.
Prior expenditures, inciuding new business expense, have, according
to him, "aided to bring about the condition of the properties and
business as a going concern today."csz) The Company having earned

a full return "full compensation for any development cost has been

(32) Thus, ir. Jacobs testified as follows:

Q. Does going value result from the expenditure of money?

A» Not necessarily; values may exist without exvenditures
to produce them.

Q. Can golng value -- or does going value of this utility
exist without the prior expenditure of money by this Company? A. As
I have stated, certain prior expenditures mode hove added 0 the ~-
a2ided to bring about the condition of the properties and business as
a going concern today.

Q- VWhat other c¢lass of expenditure would you include in that
category besifes new business expense? A. I would Include the kind
of expenditures that have resulted in the bullding up of the
mersonnel organization, routine methods of doing business and the
elements which I think I stated in ny direct examination were in-
volved in the concept of going value.

Q. And you have made no computation to determine what the
cost, for example, of training and developing the persommel of this
Compeny has been? A. No.

Q. Waere are tae ¢osts for those matters walch you heve just
mentioned charged In the records of this Company?

A. I should assume the costs of that character, historically,
are recorded as part of the operating expenses.™
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paid.”<86>

One element affecting going value, according to the
witness, is the relationship of "any given company with its con-

sumers.” (54>

This, otherwise expressed, 1s good will and good

will, of course, is not going velue. (Des Yoines Gas Co. v. Des
Yolpes, SuRra.; £ A0ZCMOR ol ¢ LS ) v. Bodlrond COMa,.
sunra.)

Whether after eliminating thls element of claimed value
and the portion of the amount c¢laimed which represents costs borne
by the corsumers through operating expenses (Davton P. & L. Co. v.
Pub. _Util, Com.. suora, Colmmbus Gag & fnel Co, v. Puba Ttil. Com.,
supra) there iz any residual velue left is far from clear. As

=

concerns any such residuzl increment value above the moneys thus
expended, as sald in Columbus Gas & Fuel Co. v. Rub. TUtil. Com,,
Supra, Tthere was notv even approximate preclsion in measuring its

amouwnt.”

(33) 7Thus runs the testimony of the witness:

"Q. The costs Incurred by the Company elther have been allocated,
wmder the accownting procedure, vo operating costs or to capital?
A. Tes, naturally. :

Q. So that 1f the record shows that the Company earned a
reasonable return, full compensation for any development costs has
veen pald them, has it not?

MR, WILLIAMS: Well, that assumes that the record showed 1t.

IR. READY: Well, he said they had earned a fair return.

R. WILLIAMS: All right, you can answer the question, assuming
the record skhows it. A. Yes, from a historical basis I think thot --
on the assumption that the Company has, after the payment of its
operating expenses, earned a reasonable return, I think that,
historically speaking, these elements of developmen®t ¢ost have been
pald for.m

(34) The witness testifled thus:

"G. Very well. One of the large elements affecting going value
ic the relationship of any given company with its comsumers, is it
. not, or customers? A. Yes.m




It is true the witnmess in attempiting to measure going
value attached some welght to purchases amd sales of utllity
property between 1915 and 1930. It appeared that o veriety of
motives entered into these transactions. Fundamentally they occurred
during a different era than the present and are of 1little or no
pertinency or weight In measuring as of today the amownt of the in-
tangible claimed.

In comsidering such a claim as 45 here advanced it must
be vorne in mind that for over twenty years the State of Calliformia

has closely regulated public utilities. At the start of this period

standerd forms of accounting were established and thelr. observance

required. Into these accomnts flowed and found a resting place

eVvery mauner Qf cost or expenditure. There were accounts In which
cépitél expénditures were required to be entered. There were others
into which operating costs found their way. One serles of accounts
thus established was grouped as New Business Expense and was Intended
to include the various developmental costs of a utility. These were
placed in the caltegory of operating expenses. It Is true they might
with some show of reason have been clascifiled as capital accounts.
Practical reasons against thelr clascification thus were serlous.
Such development costs furnished a2 doubtful basis for security issues.
Questions of depreciation and of depreciation accounfing as applied
to suck costs were almost iInsoluble. Hence, they were classified

as operzting cxpenses and to the extent they were capital iIn nature
the expenditures finding lodgment there were in effect retired year
by year. What is said in respect to New Business Expense applies In
even more marked degree to the costs of developing the organizaticn

and personnel.




The language and holding of the three Jjudge stztutory
court in Chegapeake & Povomage Tel, Co, v. Hesk, 7 Fed. Supp. 214,
decided on May 11, 1934, is apposite:

tind Intrinsically considered on the merits it must

be realized whatever Intangible element of value Inheres

in the property and business by virtue of ite efficient

managexnent and integration as a going concern, accumulates

not as a separate gsnd independent element of value bdbut

gradually from time to time coincident with the growth

and management of the business and is in substance an

incident to the development of the business contemporan-

eously pald for in the expense of operation and maintensnce

taken out of the rates paid by the public.

All relevant facts considered, we are of the opinion

thet a falr allovance for going value is made waen we

value the telephone property as a whole and as a going

concern at Lts actual book costs less full depreciation.”

Historically, as already pointed out, the Company has in~
curred in the aggregate new business expense in the amount of
$1,230,188. as of December 31, 1933. Some $160,000. more will
have been Incurred by the ernd of 1934. Thus, without considering
other minor costs which mey have entered into operating accomnts
over the years it will be seen that these figures alone equal nearly
S per cent of the depreclated cost of the property. Obvioﬁsly, it
there is to be added to the property bese an amount for golng falue,
it would be logical and necessary, if duplication of charges is to
be avoided, to eliminate from current operating expense allowances
items for new business expenses and perhaps to represent any coﬁtinding
cost of developing organization and persomnel. New business expense
alone, as estimated by 21l the parties for 1935, amounts to $162,665.
Such an expense allowénce is equivalent to a2 fair return on 2 ﬁub—

stantial going concern value.
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It mast be concluded .that no adequate basis has bheen
established for the Inclusion In the rate base of any additive sum
to represent the element of going concern value. Noé only is this
claimed Intanglidle element of value accorded substantlal recognition
by liberal allowances for operating expense, including those for
the development and promotion of the business, but the rate base
herein found reasonable represents the value of the property as 2
goding and Ifunctioning willity property, including any capital ¢osts
which have been Incurred to make it a going and operating concern,

and Including certain units of doubtful operative character and

usefulness.

-
'

= aels +t4ve o o

The various =miscellanecous additive and subtractive items
heretofore referred to are as follows:

1. JNet additions and betterments for the 18 nonths enbe
ing June 30, 1935 zre estimated by the Company at $437,400., iz
round figures. Tae City estimates them at a slightly lesser figure.
The Company's estimate is deemed more reasonable and should be
accepted.

2. Tor organization, franchises and patent rights, the
wtility claims $42,879. The élaim 1s not seriously disputed.

| 3. Wb:king capital apperently Ls computed on the same
general basis by both Company and City. They differ in amomwnt because
o:.differing estimates of operating expense. In Light of the cop=
clusions reached as to expense, the sum of $240,000. is deemed

reasonable for working cash.
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4. For materials and supplies the Comp#ny’s figure'
wzich is slightly in excess of the City's will be uged. The

amount is $248,355.

S« Zquity in the 7th Street Garage is piaced oy wtility

and City at $1,404.

6. Depreciation on present automodile aﬁd heavy tool
equipment In the amount of $230,5535. L& subtracted by both utility
and City. This accords with the treatment oerein both of acerued
depreclation and depreciation eXpense.

7. Excess depreciastion on automodile equipment in the
amount of $80,392. is likewlse deducted by both- Comoany and City.
It ren*esents past over-zccruals which entered ¢nto construction
costs and iz the item referred to in note (b) of Table V.

€. The Company properly makes a small deduction amount-
ing to $40,354. for certain property that has admittedly become
aon=-operative. ' |

8. Botk utility and City deduct for customers'! advances .
for construction the sum of $353,659, and for donatiéns in the sum
of £295,516. |

These foregoing additions and subfractions,tit will be
Observed, are largely offsetting.

Suomarization of Prowerty Base,

The following Table VIII summarizes the conclusions reached
in this part respecting property base, both undepreciated 2nd de-
preciated, for the year 1935. The undepreciated bases represent
actual costs with appropriate allowances for cash and working capitel,
but as 2 matter of convenlence of trestment depreciation on auto-

zobiles and special tools is deducted. Such bases are not less then




falr value plus accrued depreciation as nere found to exist. The
depreciated bases stated represent the maximum figures which ﬁay

reasonadly be used for falir value. Allocations as between depart-
ments nmave been made with approximate accuracy and all Lfigures have

been_rounded out.

LARLE VIIL.

ne 3 0 x

.

Proverty Zase ~Proverty Buse
mdenmpgzﬂtgg' . !Zﬂn%gg‘i q‘tg.d

ELECETLIC vevareneananss $23,640,000. 419,400,000.
‘ Gas C I SR N B Y B B I RN B OB RE N N R R A R lz’loo,ooo. 9’150,000‘
SECAM wvnnnrnnnennannns 260,000, 200,000,

TOL2l evevnenens $36,000,000.  $28,750,000.

PART TIX

o T ™ 4 Y

The Commissiom Ls here called upon to f£ix reasonable rates
Tor vhe future; and In forecasting the earning position of the
ueility for a future period under existing or proposed rate levels
it becomes necessary to have some reasonzble standard of property
base, revenue and expense to go by. As the hearings in these cases
ran thelr course, both City and Company rather drifted into moking a
theoretical earning set-up for the calendar year 1935 %o be repre=~
sentatlive of the probdadle earning position of the Company over a

period of years in the future as to which any new rate level world




oréinarily apply.< Heving In mind the purpose of a set-up for

the year 1935 and its limitationssse>revenue estimates for that year
will now be considered.
The only revenue estimates which need be considered are

those of Mr. Holloway, vae Vice-P:esident in charge of sales 6£

the San Diego Compmny, whe made estimetes for the wtility, and Nr.
Ready, a consuliing engineer of wide experience, who rather late
~In the hearings presented estimates on behalf of the City. Tkese
estimates have been given the most careful consideration; with the
conclusion that basically those of lr. Eolloway are accepted 2 on
the whole the more likely to reflect future experience bﬁt with

(37)
cervain exceptions whicn will be specifically discussed.

(35) Tne City at first attempted to prognosticate properiy base,
reveaue and expense year Dy year o and including the year 1937. It
speedlly developed thet this azbitious set-up was too conjectural in
nature and was gradually dropped Lrom serious comsileration. The
rosegte estimates of future revenue there made are no longer seriously
urged.

(36) The employment of a 1935 year as representative of an earning
position for a period in which new rabtes ordinarily will prevail i1z
not wnfalr to vhe utility. As load and revenue grow the ratio of
net earnings to property base tends to increase. Table I indicates
the steady growth this utility has lomg enjoyed. Taking aecount of
rate reductions ever.the depression does not secez £o have turned the
process. The Company estimates growth in the future. .

(37) The respective estimates in total and for departments are as
follows:
gormany - ity
Eleetrile sevevaacccennrean $4,451,774. $4,639,344.
Gas LA B BB BB Y BC BN BV BN B AN B B WY RN N N N ‘ 2,377,196. 2,540,886.
Steam .o sdevessEdbBSBROVYVER G . 67\_’?77'
Tot&l ca e rscnesnan \)6,894,421-- %7,248,007-
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The City, by ¥r. Ready, estimates domestic and commercial
revenue will be $3,224,585., as contrasted with the Company's fore-
cast of $5,095,43l., an increase of $129,154. ~This opti.ﬁistic
forecast iz grownded upon an Increase 4n the persomnel of the Navy
stotioned at San Diego and-the effect of an exposition to be held
et San Diego in 1935.

| The ex§osition, it was recognized, #ould, during its
convinuance, have 3 certain temporary effect on eléctric sales in
these classifilcations, with some increased expenses conzequent upon
the greater volume of business. Such a Temporary and atnormal cone
dition snould be eliminated in seeking a stendard of earning for
the future for purposes of rate fixation. Ravtes are not based
upon temporary or abnormal conditions. If, however, it may
rga;bnably be anticipated that the exposition will result in 2
pefmanent quickening of business with 1ts consequent effect upon
electzic sales, welght should be accorded the condition so brought
about. | _

It appears thet business interests ét San Diego have sub-
seribed to a fund of some $650,000. for the purpose of holds.ng_' this
exposition, 1t being purposed to utilize bulldings and facilities
meintained over from the exposition of 1915. The utility was
among trhe waderwriters. It does not sedm reasonable to assume that
an alert and intelligent group of business leaders would attempt so
ambitious ar undertaking with 1ts substantial financisl responsibility

zerely with the idea and expectation of reaping tut a2 temporary or
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passing advantage In the form of an increased number of visitors
or tourists drawmn to sce the exposition. Rather is 4t reasonable
to conclude that there will be some permanent advantage to the
business life of the commmity flowing from the wndertaking.

Mr. Holloway in his estimates very prope#ly disregarded
the temporary effect of the exposition but he attaéhed no weight
to 1ts probable permanent effect on business. Some welght should
be given to thiz. The record does not justify measuring its effect
and that of the increase in Navy persomnel upon sales and revenue
on the optimistic basis urged by tae CL%y, but from a consideration
of the entire record with all “he detailed caleulations as to number
of domestic and commercizl consumers, probable average wsage and
probabdle yield per X.W.H. sold, with which the witnesses fortified
taeir respective opinions, 1t 1is reasonable to conclude that domestic
ané commercial revenue should be approximately $30,000. higher ‘than
was estimated by lr. Holloway.

The Company estimates no revenue for heavy power sales,
such as for dredging and the like. Historfcally, bduciness of this
character has élmost always developed, the average amnual revenue
Trom this source during the period 1927 to 1933 baving been $47,338.
Toe City Included £50,000. for thiz. Eté basis’of converting sales
To revenue is questioned. §40,000. in reveaue may reasonably be

anticipated for such a year as 1935.

e’ A

>

Sales of gas, particularly for space heating, are directly

affected by climatic conditions. A warm winter means a small demand
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with consequently diminished reveave. Conversely, a cold winter
results In heavy usage with.-increased revemue. In forecasting the

revenue from gas sales to be anticipated in the future regard must

be hod for probable climatic conditions. (Los Aneeles Gas & Tleet,
gorp. v. Radlroad Com., supra.) | | '

A1l of the participents in making estimates recogpnized the
necessily of this, with the result that the record is replete wita
baslc data bearing upon the temperature standard which should be
taker as aveéage or normel as well as the factors‘and procedure which
should be employed in adjusting revenue to 2 normal climatic con-
dition, the latter being essential to establish a backgrownd and a
starting polnt In forecasting revenue for the futﬁre.

vk ir. Holloway and ir. Ready employ@d the Degree Day

Deficiency basis (sometimes called the D.D.D. basis) as the most
reliable and satisfactory one for expressing a year'of average or
norzal temperature and making the essential reve@ue adjustments.(sa)
Each, after determining o hic own satisfaction the standard degree
day deficiency for the territory served by the utility, applied
correction factors to adjust thp revenue of past years to such
standard. Then by the use of trends and various other methods and
devices peculiar to estimators they arrived at theirvconclusions as

to probable gas revenue in a 1935 year having their particular

(38) A degree day deficiency is o measure of the extent to which
temperature nac been deficient or below €5 degrees Fahrenheit for
any given perlod., Thus a mean vemperature of 60 degrees existing
for one day would be a S degree day deficiency. Experience has
shomn that where temperature is 65 degrees Fahrenheit or above gas
usage is not affected.
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standard of temperature normality. The two witnesses reached widely
varying resulis. ;

The witnesses not only differed as ﬁo (1) the D.D.D. base
or standard which should be deemed normal or averagefbut a2lso as to
(2) the correction factor which should be employed Qnd (3) the trend
of growth in number of consumers and average usage épplicable to the
future. Except for the first point of difference m/. Holloway's
aethods, bases and procedure are the bvetter supporﬁed.

Rezpecting this first point of differencg'neitherlthe 1690
degree day deficiency adopted by Mr. Ready nor chd:extremel& low
temperature standard of 1450 D.D.D. urged by Mr. Holloway, may
reasonably be taken as representative of 2 future climatic average.
It will be observed that the Company adopts a stendard conforming o
the average experiencé of the lacst nine years, a;period giving the
lowest standard that is obtainable from averaging The experiences
of any given number of preceding years. I th@imore, during tﬁe
whole period for which temperature recordsz are évailable, nanely,
from 1871 Yo dave, there appear to have been bu§ two other c&nsecu-

tive nine years waich averaged as low or lower than 1450 degree days

\39) The degree day deficiency for 1934 (July 1, 1933 %o June Z0,
1934) was 1311, the winter of 1933-4 having been one of high tempera-
tures. The average degree day deficlency of 1933 and 1934 was 1652
and of the last three years was 1596, the reason being that the
winters of 1932~3 and of 1931-2 were cold winters. The averages
reached over varying numbers of preceding years differed according to
the occurrence and welghtings of winters of hlgsh and low temperature
ané are as follows: 4 years-1521l; § years-l4§3; € years-1524;

T years-1495; 8 years-1l51l; 9 years-1450; 10 years-1485; 11 years- “
1474; 12 years-l487; 13 years-lo4i6; 14 years-1556; 15 years~l375;
16 years-l58Ll; 17 years-l577; 18 years-1623; 19 years-1631 and

20 years~1l825. Averages for perliods of years greater than this all
run over 1600 and tend to go substantially above this figure.
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deficleney. These were the 9 year periods ending ip 1931 and 1932.
The Company sought to fortify the use of a standard which thus

seemed rather extreme by wrging the exlstence of lqng trend ¢limatic
conditions marked by shorter c¢ycles. That there hﬁs been a long cycle
of hizher temperatures camnot be gainsaid. EHowever, if a trend of
vemperature de developed by using a moving 9 yeab=average over the
entire period for which records are available, whick 4z what the
Compeny did, the tremd line shows periodic Inclines and declines,

the angle of incline usually corresponding with the angle of decline.
The preseat decline as Indicated by such trend seems to have already
reéched itz low point and to have started ascending.

A careful study of the voluminous datafin”the record and
the interesting theories expounded by the witnesées, leads to the
conclusion that a standard higher than that of the Company, though
not so high as Mr. Ready's, is the most likely to represent average
or normel temperatures of the future. 1600 degree days deficiency
seems t0 be the most reascnable standard to useL, | |

The use of this standard of temperatdre zeans ax inerease
In 1935 revenue as progrosticated by Nr. Eolloway. How much, 4is again
a maéter of dispute. MNr. Bolloway early in 1954 estimated gas revenue
for 1934 and 1935. At the close of the he.ar;ngs he expressed his
adherence to his 1235 forecast. It appears thét after making adfust-
ﬁents for temperature to bring the 1934 calendar. year, so far as data
{s zvailable, to normal conditions his estimaﬁed trend for the year
was excceded by perforzance. Applying the trend of his estimated
sales increase fdr the two year period on a ﬁoémalized'basis to a
starting point developed by trending actual sales normalized to 2

1600 D.D.D. basis from the inception of natural gas through 1934,
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leads to a conclusion that revenue for 1935 wili be approximately
32,470,000, 50) |

tes ve .

Steaﬁ sales also are alffected by température and the
estizate for steam revenuwes calls for adjustmenﬁ to harmonize with
the conclusions reached respecting revenue of t@e gas depariment.
This adjustment Lc expressced in the following svummarization of

anticipated revenue.

Sommarization of Revepue for o 1935 Year.
The revenue reasonably to be anticipated for a 1935 year
is as follows, the figures being rounded out:
ELeCUTAC savvececensonsaaipd,520,000.

G&S LIS N B I B B BN N R Y R ) 2,470,000.
Steam -0 0 8sssesseEsssw s 66

Total ..‘.‘..-.‘....-...-";’7,056,000'-

Conclusions respecting operating expenses for the year
1935 follow closely The estimates of the Company except for certain
items calling for special comsiderstion. Appropriate adjustments
are made to conform %o the increased revenuc. The Syllesby manage-

ment fee has already been considercd and the conclusions respecting

(40) Escondidsé is served by manufactured gas. Estimated gas
revenue there nas been corrected in harmony witia the methods used
as to the natural gas service.
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1+ reached in Part I will be reflected in the operating expenses

deemed reasonavle.

3 ~0v2 anse

When the utility moved over to natural;gas In the fall of
1932, it adjusted comsurers' appliances to the uée of the new fuel.
Tt did an unusually efficient job. Its cost was $421,000.,
vhich has been paid, but the Company has since been reimbursing 1t-
self by including in operating expenses $10,000. 2 month., As of
the end of the present year there will remain u@reimbursed anproxX-
imately $150,000. The Company urges an allowarice of $120,000. in
its 1955 gas department expense for further reimbursement. The City
contests zuch an allowance, insisting the clai@ is without Justifica-
tion or equity. ‘ |

Past operating expenses should, of ¢ourse,Abe used as a
guide In estimating rezsonable expenses for the futﬁre. It is c¢lear,
however, that in the absence of special equitdble,considerations
such an item of expense incurred and paid in fhe past, Just like
excessive earnings in the past, may not Dde e@ualized over future
years. The existence of such an equity here is not apparent.

With the approval of the Commissioﬁ, the utility in 1932
elected Lo move over to natural'gas. It wanﬁermitted a2 ¢hoice be-
tween 2 raté scbeduie effective April lst ot that year should manu~
factured gas service be confinued, or enother rate schedule effective
October lst snould nztural gas service be sﬁbstituted. In electing
to pursue the latter course the Company’s revenue position for the
interim months was advantaged by approximately $250,000. Nor was
the incurrence in 1932 of the costs incident to the change over 0

natural gas an excessive burden upon the revenue for that year.

6l.




Table I xna;caue" that upon the basis of the Company's own reports It
received approximately $150,000. in excess of‘a 7 per cent retumm,
and if suck operations are translated to the conclusions aerein
reacked its excessz income over a 7 per cent'retu:nureached at least
$400,000. Had 2 reasomcble application of 1932 earnings been made
against the cost of cut-over incurred In that same year 1t would be
wmecessary $0 seek now to burden the future with this item. Enough

- (41)
has been said to show the absence of equity in the Companyfsclaim.<

The c¢onclusions here reachel zre consonant with those recently ex-
presced by the Commission in WMM, 58
C.R.C. 822, and Re Pac. Gas & Tlect. Co., 39 C.R.C. 53.

ate Case o

In the Compan&' final exhibits conua;nAng operating ex-

pense. es timutcs for a 1933 year there is ;ncludea the sum of
$24,522. for rate case expense. The total oﬂ such expense as esti-
mated at the time the exhidits were prepered was £102,448. It was
u‘ged that this should e amortized over a period of five years with

(42) -

6 per cent. interest. On this basis theiamount chargeable in

(41) Another cownterveiling equity is that the utility, as pointed
out in note 3L, has carried a special automoblile and tool reserve.
Admittedly tngs has been over~accrued. Part of this over-acerual
has roflcctca itself in fixed capltal. TFor this a deduction hasz been
made. Part, nowever, has reflected ivself In an over-statement of
onera*ing ¢costs over the years. The amount of this is, in round
figures, $100,000. There is no reason why this latter amount saould
not be transferred To surplus. Equitably this past gain may well be
considered as offsetting in part the past cut-over expense.

(42) An allowance of interest om the cost Incurred and paid works
out curiously, as appears from the following testinmony of NMr. Xlauber:

Q. % You have got a gllit-edged 6 per cent investument In your
valvation expense, haven't you, on thls basis of treating it?

A. TYes, 1t 15 a © per cent investment; I don't know whether
it is ;lt-odved that remains to be seen.

Wcll, 1n any eveat, the more money you spend on valuation

the more profit you make on this Investment?

A. That is true Lf you could not get © per cent. on the rest of
your investment, yes.

Q. Well, you can’t get 6 per cent. on: ‘your cash, 4nyway, now,
can you? A. That is correct.”




1935 was calculated at the figure included in the exbibits.
Actually the expenses h§ve been found T0 be higher and in its final
brief the utility claims an annual amount for this of $29,500.,
waich Includes the interest item. | |

Upon none of the grounds upon wbich}such experses are
customarily recognized 1z it possible to justify an allowznce of

more than $20,000. for the year 1935.

Because Of the abuses almost inmevitable in allowing in
expense the amount of all dues and domations made by utilities, this
Commission in recent years ass been disposed fo restrict substantially-
claims respecting these. (Re San Jozauin Lisht & Power Corn., 37
C.R.C. 530; See Cazev v. Corn. Com. (Qkla.) 33 Pac.(2) 788.) While
the amount included for this in the expense esb;matee of the util;ty

is relatively wnimportont, some deduction is appropr;ate und'will‘be
made. |

S o

Upon this Iissue there was adéuced 2 mass of testimony support-
ing the varying theories and sharyly couflicting estinates advanced.
At the sturt of its consideration Lt is appropriate to dispose of one
fallacious ¢lafim rather hesitantly advanced by the utility, nazely,

vhat uncer tae fair value theory of testing ecarning position the use

of’the straight line method of computing depreclotion expense is




(43 ‘ ‘
essential. It 4s not. (Los Anseles Gos & Tl v. Radl=

SE!"ZK‘IS E:Q.xzx azjgo'g— S;Q" N p!ZEZ- §Q;:'V'= ng!' 290

-

In view of the long practice of this utility, as well as
the long prevelling practice In this State, respecting depreclation
expense and having Iin mind reality rather than a theory leading to
extrexe and unreasonable results, the expense of depfeciation will
be estimated and allowed for on the basis of a sinking fund annuity;~”
- The amount of the annuity estimatéd to be app;opriate and |
adequafe for the year 19585 wvaries from the Company's $851,844. te
the City's claim of $611,660. The Gifference 4s not so great as
appears, because the respective estimoles aré calcuiétgd upon
dif:erent depreciadle property bases. To wvisuallze the differences
an@ ;o make these and otner estimates'fairly comparabie they must
be translated vo the pfoperty tase heré'adqpted with overheads

A : \ - (44)
spread on a more representative basis than at present,

(43) To avoid grave inconsistencies and -Anjustice in a use of:
straight line depreciation expense which assumes consumpiion of
property in service 2t a uniform rate, it Is essentizl %o give
welght to thils same assumption in estimating accrued depreciaticn
or else the utility will be allowed to earn on property which tze
consurers have already paid for as consumed In service. Tae.
straight line accrued depreciavion comparable to the Company’s
estimate for 1933 of $7,294,126. would be in the neighborhood of
$14,000,000. For this Commizsion now to move over to the straight
line basic of estimating both the amount and the expense of de-
preciation, would, in view of the method of treatment of both long
followed and practiced in California, work many untoward and un-
reasonable results. ‘

(44) Certain overheads are spread wiformly where admittedly they
do not thus occur.: The effect of this has veen In general %0 In-
crease the apparent value of short lived property and decrease that
of long lived structures and to produce a distorted result in the
aggregate of the armuiltlies.




Taus translated the respective annmuities zdvanced by the witnesses
gay ve stated, In rownd figures, as follows:

Sherwin, £or the COmPANY «eeceavecansssas..5770,000.

Ready, Lor the City seeceescacvenscnnnaceas 600 000.

Wehe, of the Commission’s staff seevaceces 710 000.

ach of these witnesces Lo expericnced and qualified and

ach went Into great detail in support of his :inal coﬁclusiqn.

Each attached conciderable but varying weight to the retirement ex-
perience of the Company. One of the chief 3 urces of difference
was 2% o the welght proper to be given to the lessening of the re-
tirement rote which 1t was admitted would occur with the slowing
down of the rate of growth of the Company's nroporty.

ALl recognized the present reserve bullt up over the years
to be adeguate. Some thought It to be excessive. ALl recognized
Yhe present rate of accrual to be execessive. Taking the over-alJ
property, the effect of Ilir. Sherwin's estimate was a reauct;on of
the amnuity resulting from the property lives now employed of
Haporoxﬁmute +¥y 5 per cent, of lr. Ready's of anprorimately 20 per .
cent, and of lr. Wehe's of approximately 12 per cent.

To treat in detail the respective contentions of these
ver? earnest witnesses =g to the lives proper toibe assumed for the
numerous classificafﬁons of property would undulf prolong this
opinion. It Is enough to say taat after careful consideration the
conclusion 1s reached that an allowance for a 1935 year of $710,000.
for the system will, with interest accounting on ﬁhe TeServe as now
practiced, adequately cover thi°.item of expense and fully protect

h

the utility against the consumpt¢on of property in sexvice.

€s.




Zaxes. | >

The Compony estimates taxes to be included in'op rating
expense a2t $294,068; the City at $287,088. These are not entirely
comparable since they are based upon different estimates of revenuve
and expense, and these, of course, affect the amount of Federal
income tax. There are certain Ltems entering into the matter of
taxes which are difficult to forecast with cxactitude. Bowever, having
due regard to strong probabllitics and the likélihood of errors, if
any, in estimating these being compensating, it Is believed that an
amount for taxes slightly in excess of the Company's estimate (this

to provide for increased Federal income tax with Increased revenue)

will very closely approximate what the utility would zctually exper

lence under present rates.

Summarization 0L Probshle 1935 Year Rarnine Position,

The conclusions reached respecting property base, revenue
and expense for a 1935 year nmay now be summérizeé and expresced in
tabular form both for the over-all Company opérations and for opera-
tions by departuents. In stating the departmental results alloca=~
tions of property base and expense have been made as accurately as
possible, although refinements in the makxing 6f such allocations are
relatively wninmportant in view of the weight‘here given to the over-
2ll earning position of the utility. Figures are rounded out, it
being obviously impossidble to attain the exactitude implied in using

odd nuzbers.




In calewlating the retura which saould be realized by the
ubtility over-all and in its several departuents wnder present rates,
as well as such return under the rates established as prover, the
controlling measure or yard stick employed is the traditional set-up
long used by this Commiszsion, consiscting of a rate or property base
without deduction for accrued depreciation, with depreclatlion ex-
pense consisting of a reasonadble sinking fund annuity, and the
net being the azownt available for Interest om an adequate deprecia-
tion reserve and retwm on the property base.

The following Table IX depicets the earning position of the

utility wmder present rates on this basis:

: Denartaent :

Ttem Elactric. - oS : Steom Combined. :
Rate Base
(Ondepreciated)..... §25,640,000. %12,100,000. §260,000. $36,000,000.

REVENUE seevevssanns 4,580,000, 2,470,000. 66,000.  7,056,000.

Expence before De-
preclation civesses 2,140,000, 1,547,000. 38,000. 3,725,000.

Depreciztion Expeunse 4€7,000. 2338,000. 5,000. 71.0,000.
Total Zxpense ...... £,607,000. 1,785,000. 45,000. 4,455,000.
Available for Return  1,913,000. 685,000. 23,000. 2,621,000.
Percent Return 2.1% 5.7% 8.8% 7.3%

e7.




Uncer the facts here present and found, such earning

position may ve expresced on the basis o

Fy

a depreciated rate dase

and sinmking fund depreciation expense.

i |

nis is dome In-Tadble X.
Reasorable provicion Ls here made for the conzumption In service of
“he property, the life and value of whickh hes been lessemed by age
and use, by supplementing the sinking fund annuity appropriate for

total life by interest upon The amount taken to represent accrued

depreciation.
. JAELE X.

SRiSEN ? TES, 71
| ) OL\I E*Z-
;[ E;N§F} AHLOV’@ CE, AEELIC}ML‘“ ,z.Q HU_CJE_/ PROEERTY
BAREZ.

: Denariment

Item oleetric o Gag :__RStean ; gorhined ;

Rate Base (deprecinted)$19,400,000. $2,150,000. §200,000. 528,750,000,
| REVERUE o rennnnnnn. ... 4,520,000. 2,470,000. 66,000. 7,056,000.

Expense before
1 Depreciation ..... 2,140,000. 1,547,000. 38,000. 5,725,000.

Depreciation Expemse . 781,000,  415,000.  9,000.  1,145,000.
Total Expense ........ 2,861,000, 1,362,000. 47,000.  4.870,000.

| Avoilable for Retwrn . 1,659,000.  508,000. 19,000.  2,186,000.
Per Cent Retu™m see... 8.5% 5.6% 9.5% 7.6%

€8.




RART V.
ZALR RETURN

"The profound changes in ¥ * ¥ reasonable return-on in-
vested capital™ occurring In recent years and of which Jjudicial
notice may ve tazken, mentioned by ir. Justice Stone in Central
Keatueky Natural Gos Co, v. Bailroad Com., sura, are llustrated
by the action of this and other regulatory bodies respecting re-
turn on weility property and the expressions of the courts in re-
viewing action so taken. Seven or elght years ago a rate of return
approximating 8 per cent was common and met with rather gemeral
acceptance. Gradually a lower figure developed. T¥hen in December,
1928, this Commission in Yentura v. Southern Counties Gas Co.. 32
C.R.C. 477, éonciuéed that'fbr a gas disfributing sysfeﬁ Ta return

of 7 per cent upon the capital invested™ was adequate, doubt was

expressed as to the sound Judgment of this'body. As late as 1930

a return of 7 per cent was seriously urged as wmreasonable and,
indeed, confiscatory (Los Angeleg Gag & Fiact v. Raflrozd Com, .,
supra). “In November, 1953, this Commissicn in Re Pac, Gas & Flect, Co,
59 C.R.C. 53, fixed rates for natural gas caleulated to yield 2 pprox-
imately 6-2/3 per cent. return on rate base. The order was attacked
by éhe utility in the Federal Court, one ground of assault being the
rate of return allowed. In Pac. Gas & Elest, Co, v. Rzilroad Com.,

5 Fed. Supp. 372, a United States distric# court directed the issue
of an Interlocutory injunction against the enforcement of the order,
saying, among otker things, "it is clearly doubtful whether or not
the rate of 6-2/3 per cent is sufficient to produce 2 fair return on

the fair value of plaintiff*s property.r Th:ee‘weeks later the




Supreme Court in Dayton P. & L. Co. v. &J:Q._m.‘!.._&_mo » &Zunrs, held
a return of €3 per cent to be adequate for a2 natural gas distrivtuting
company and significantly added the comment - "Whether a lower rate
could be upheld is a guesiion not before us.” Adequacy of a 6% per
cent return upon a natural gas collecting and transmission company
wags not cuestioned in Columbus Gag & Fuel Co. v. Pub. Uil COoR..
Supra, decided on liay 2lst. Prior to this a district court in Ili.
Bell Tel, Co, v. Cilkert, 3 Fed. Supp. 595, had held a rate of retwm
£ 5% per cent reasonable for the year 1932, On May 11, 1934 in 1
carelully considered opinion another district court in Chesapeake %
Dovomac Tel, Co, v. Wesgt. supra, neld 6 per cent on the cost of a
telephone property less its depreciation reserve not to be confizea~
tory.

Enough has been said to indiecate the gradwal and progressive
chonge of commission and court in the estimytion of a rate of return
proper %o be accorded in view of the changes in the ecomomic structure
referred to oy 2. Jusztice Stong. There has been a general lowering
In the for hire value of money;\4s>' Yo lorger does caﬁital conmand

and eajoy the return it did ten or fifteen years ago.
) O

(45) <cee rates charged customers by benlks in principal cities.
Federal Reserve Bulletin of December, 1954, page 793.

Order ol Federal Reserve Boaré reducing bank interest. IFederal
Reserve Zulletin of December, 1954, pages 771-772 and €15-319.

Hoody's bond yield averages. Commercial and Financial Chronicle
of December 8, 1934, page 35392.

Banking (formerly Journzl of American Bankers Association) of
October, 1934, page 28, also Noveuber, 1834, vage 25. '

Orders of Recomstruction Finance Corporation reducing Interest
rates. Commercial and Financial Chronicle of December 31, 1232,
page giﬁ%, and of June 17, 1933, page 4202, and of March 31, 1934,
page .

70.




) Tae Commission is rot wmmindful of the distinction be-
ﬁ tveen a rate of return whick is reasonable and one walch 1s not
strictly confiscatory (Banton v. 2eli. Line R. Co.. 268 U.S. 413;
Coluzius Ces Fuel Co. v. Pub. UtAl. Coma,. fupea).  In view of
recent decisions and of business conditions which may be noticed
(Daxton Po Lo & B CO. v. Pub. ULil. Com., sunra) 1t may hardly
be urged thet a rate of return such as was recentily alloﬁed in
Re Pagc. Gas & Fleev, Co., supra, hugs 00 closely the line of

confiscation. A return of 6-2/3 per cent wder the traditional

T T —

set-up referred to in Table IX may not under the circumstances here
present be deemed wreasonable.

Tested against the financlial reguirements of the Company,
such -2 return will provide for bond interest and all other fixed
charges and preferred stock dividends and will leave a balance for
earnings on the common stock egquity reasonable under present conditions
and the facts here developed. While a return is.allowed on the -
depreciated rate base upon the assumption that all of the depreciation
reserve is invested in‘the property, such an assumption is not wholly 7
justified here. The evidence indlcates that omly about $6,000,000.
of the reserve 1Is so Invested, fhe balance being In the form of cash.
Thether the earning on this cash be assignable to reduce the amount
of interest or the reserve to be accounted Lfor, or be used to a2ugment
the balance avallable for commor stock divideﬁds, the result to the
holders of the common stock is the same. Should the managexent of the
Company In its discretion see fit to apply thls cash to the retirement
cf outstanding © per cent bonds, The assumpti on that the reserve is
invested In property would not only acquire a reality it does not now

possess, but the income avallable for the common stock would be

appreciably augmented.




That ds here saild is said without giving weight to the
cleim of the Byllesby organization that its sérvicas hove been
velvable and could not have been obtained elsewhere at a cost less
than the amount collected from the Iocal company and tha the Com-
mission should recOgnize a right to a profit oﬁ such services over
and above the actual cost of their remdition. Suck a profit, if
‘any-should be allowed, may most appropriately be reflected Im the
rate of return, for thus it would be done openly rather than being
concealed In capital or operating accounvs.

The management company itself is not in reality concermed
with “he matier of profit. It 1s in essence a group of nighly
trained professional and business men rendering'service to the
Standard group of operating companies. The individuals are paid
Liberal compensation fo; thelr services. They réceive no profits.
The profits are 211 passed to the Staandard Gas and Electric Company
when and ac realized. This Company is in substﬁnce the sole common
\ stockholder of the San Diego Company and as such the beneliciary of

any amouq;.allowed for retumm in excess of that necessary to meet

fixed charges and preferred stock dividends.
Conceding that the services rendered have been desirable,

especially in the purchasing savings realized through combining the .

purchasing power of the various operating companics, it must be

borne In mind that the Standard Ges & Electfic Compony has en-

Joyed for many years earnings and emoluments of thé most liberadl

nature Lfrom the San Diego property. To allow the continuance

of these in the form of & surcharged rate of retuxﬁ may not be
deemed ©o represent a reasonable exercise of that sound and

ecuitable Judpgment the Constitution and the Public Tiilities Act




presvre the Commission will exhlidvit.

Nor mey 4t fairly be concluded that the balance sheet of
thae services In cuestion precominates on the asset side to the extent
indicated by the enthusiastic representation of savings made and
efficlencies effected. On the liability side éppears the fact thet
notwitnstanding the supervision and direction of the Bylleshy organiza~
tion the carrying cost of bond, preferred stock and reserve money in
the San Diego property is higher than that of other major gas and

.6 L
(46) and the further facet taat the rate

ehﬁﬂdmmm%shCﬂﬁwMa
levels of the Samn Diego Company are likewise highor than those of
other utilitlics serving comparabdle sections. Various explanations
for these facts are earnestly advanced. They have some merit but do
not oring thet sense of conviction necessary to accept the balance
sheet without some offsetiing llabllity In this regord. It is by no
means clear that the plan of central control as here exemplified

has fully met the pragmatic test of results accompliched.

In being led irresistably to the conclusions here ex-
pressed, the Commission 1s not wnmindful of the enthusiastic and
able personnel of the zZanagement company.  Such conclusions need
mean no interference with the personnel. of the maﬁagement organiza-

(47)

tion. Peyment for all costs of every character of cerrying on

(46) See Cal. Senate Journal - 1937 Session, page 57.

(47) Thus, Mr. Hagenah testified that if service was furnished 2t
cost on a cleoring account basis Tevery officizl and employe in our
organizavion would work with undiminished enthusifasm, if nothing more,
out of 2 sense of loyalty to this group of companies with waich we
have been =0 long identifled™ but the facillities of the Standard
Company to furnisa finanmcial assistance to the operating companies
would, he thought, be Impalred under such &n arrangeuent.




the service, Including liveral salaries, is contemplated. The
one and only cienge Iin the present plan concsequent upon this de-
¢cision is the elimination of the element of profition the top of
the cost of the services - a feature of the system which wnless

remedled is iikely to break dowm the very systen itzels.

Conseouant Deduction Jdn Net and Gross Revonue.

The conclusions reached indicate a reduction in rates which
will effect a reduction in net revenue of the utility of approx-
imately $220,000. Two factors effect the tramslation of this into
the amount of reducticn in gross revenue which wili bring abvout such
lessening of net. One of these is the Incidence of, taxes. This
nay be caleulated with a high degree of accuracy. The other factor,
namely, the admitted tendency to recover revenue under Lower raves,
calls for a nice exercise of Judgment to determine ﬁts weignt and
applicaw.on.(%) Having in mind the nature of the reductions here
ordered, Ii%v is concluded that rates which will reﬁu@e the antici-

pated gross for a 1935 year, as expressed In Table IX, by approx-

inately $285,000. will not reduce the net for such a year by more

than the amount here fourd to be reasonadle.

(48) Mr. Ready, whose wide experience entitles his opinion to
serious consideration, thinks in the first year there should be a
recovery on the apparent reduction of from 15 %o Z0 per cent on
the domestic and commerelal schedules; and he concludes that
takking Iinto account botz factors mentioned abvove "the gzross revenue
skouléd e estimated to be reduced by between 125 and 130 per cent
of thke estimavted reducvlon in net for domestic and commercilal
Lighting; 4t should be 117 per cent for power, and for gas opera-
tions 120 to 125 per cent.®™ Mr. Hagenah, who was familiar

with studies made by the management company on recovery and with

2 special report on thast subjlect it hos recently made to the
Federal Power Commicsion, agreed with Mr. Ready zc %o the faet of
recovery vut was of the opinion that the rate of recovery is not
as rapid as ndicated.




SPREAD OF RATES.

One of the most delicate and difficuls functions of the
Commission lies in the determination of how the feduction in raves
found Justifiable iz to be spread amongst the vaﬁious consumers and
classes of consumers. |

Here the City expressed its views as toﬂthe territory and
schedules in which reductions should fall, as wel; as to certain
conditions in the forms of schedules which haverp§oved vexatious
and burdensome.(ég)' The Company had en opportunity to make like
suggestions on the assumption 2 reduction Iin rates should be
directed. The Comxission has given the wost careful consideration
vo this highly Ilmportant feature of the cases and has sought to

accomplish a Just and reasonable sprezd of the meductions ordered.

o e atn

Cenerally a reduction in gas rates because of the low

carning of thet department is not justified. However, two changes
In gas schedules are gppropriate. The form of schedule as aﬁplied
to cpartment houses should be modified. Escondido 45 s%11l on
menufactured gas. It received nome of the benefits of the change
over to mavural gas. Furthermore, the manufactured gas rates in
Escondido are still (and will continue to be) govérned by Re
$.0.C.0,&% Eo CO.a 20 C.R.C. 425, mnder which the\ﬁates,go up or

(48) Because of the occurrence of vacancies in zpartment houses,
the preseant form of rate, both electric and gas, has under actual
conditions caused some hardship. Changes in the form of tae
schedules giving apartment houses certain options should soften
the asperities in the application of tae rates.
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down according to published fuel oil prices. Under that order,
because of a recent increase in such »wrices, the Escondido rates
are due for an automobtic increase ac of March lsf. Because of
these considerations new manufactured gas sch edule° for Zscondido
will e directed which will effect a small reduc**on there in
addition to absorbing the automatic fael oil ;ncrca,e to which

reference nas been mode.

e o

It iz obvious that the main reductionsishould f2ll In

the eleetric rates. The City urges'that the redﬁction should be
confined to San Diego city limits. The record affords Justificq-
tion for confinirg it largely to incorporated ¥erritory. Waile
generally the utilify's clectric rates In umincorporated fterritory
compare favorably with simllar rates of other major electric
utilities, in some blockings they seem T0 be out' of line. This
should be corrected, which will throw some reductions Yo the outside
territory. rurthermore, it is advisable that there be at least one
promotional domestic rate. Schedule C-l seems 1o be the'best‘, |
vekicle for this and thic schedule iz made systeﬁ-wide in its opera-
tion. Certain street lighting schedules are out of line and will be
changed. So far as the general domestle lighxing schedules are con-
cerned the reduction l1s mede In the first block @fter the minirmam.
Tais will spread <he reducvion amongst more averége sized comsumers
Than in the case of most.rate reducvions ordered;by vhe Commission.(so
The reductions as estimated, directed 3y the tecknical

order following this opinion, may de summorized as follows:

(50) TFor instance, the p*e°ont average montaly consumption in San
Diego under Schedule D-1 4is 46 X.W.H., for which the charge under
present rates 1s $2.86. Under the rates directed 1t will “be £2.57.
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Amount of Esti-
mated Reduetion.

Class of Servige
Domestic Service (ELectric) c.ecesenc.. §$136,000.

Commercial Service (Electrfic) .veee....  132,000.
Street Lighting (ELECHTIC) cevovevanses 10,000.
Escondido (Manufactured Gas).eecesessees - 5,000.
Miscellaneous‘......................... 1 2,000.

0 the foregoing reductions approximafely 90 per cent,
or $257,000., will fall within the limits of inaorporated cities.(51>
Under the rates prescribed the electric rates of the
utility will compare favorably and closely, both as to vo;gme and
spread, with similar rates im effect upon the systems of the mzjor
electric utilitieé in Californie. ‘

I recommend the following form of‘findings and order:

(51) Avout &7 per cent of the revenue under exiéting schedules in
walch reductions are made occurs in urdan territory. '




FINDINGS AND ORDER

Public hearings having been had in the above entitled
cases ond the cases having been submitted for decision,-the Rail-
road Commission of The State of Califormla, after éiving full and
careful considerzvion to the record before it and the arguzents of
the parties, concludes and finds as follows:

1. A reasonable property or rate base of San Diego Con-
solidated Gas and Electric Company as z fully going and functioning
utility, for the year 1935, including therein all elements of cost
(after the elimination of inter-affiliated company profits) for both
tangidle and Intangible property not charged to'opérating'expense
or otherwise contributed by coasumers tarough consﬁmers’ advances
and domations and the like, an a2llowance for materials ond supplies
and working cask capital and the estimated average net additions and
betterments for <the year, bdbut with no deduction for accrued éeprecia-
tion (except for automobiles and special tools) is:

For the electric depertment property ....5235,640,000.

For the gas department property eseecse.. 12,100,000,

For the stean depariment property ceecaee, 260,000,

For the combined PPOPEYLY ceaceacaneceass$36,000,000.

And, considering the history of the company and the veriods
when 1ts property was Installed, together with past, present and
probable future price levels, and the accounting practice, procedure

and bistory of the utility respecting cosvs tending to create golng

value, the fair value of the property as a fully going and functioning
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utilivy, after giving effect to accrued deprecﬁation,vboth over=all
and by departments, does not exceed:

For the electric AePartment ...........$19,400,000.

For the gas department...............;. 9,150,000.

For the steam Gepartment ceveessonvsens 200,000,

For the COZDINEE DIOPETLY .evenan.n....$28,750,000.

2. ZBeccuse of the nistory and practice of the compony in

respect to the hendling and treatment of the anount and expense of
epreciation, 23 well as the occurrence of depreéiation, 1t is
reasonabie to measure its probable Iuture earniné position under

both present rates and rates herein fixed withoutideduction of accrued
depreciation from the rate or property base, and %ith deprecistion
expense measured by the zmownt of an appropriate sinking Ifund arnuity;
and the succeeding finding No. 3 includes deprecistion expense on

such basis.

8. Under rates now in effect, the reasonably to be
anticipated net revenue available for the 1935 yeaf for return and
interest on a reasonatle depreciation reserve to.bd accounted for,
for the severzl depariments and over-all, is not leés Than:

Electric ...............................;$1,913,ogo.

Gas ....-.-l..-.'...".ﬁl.-..........‘..'.:\\\‘ 685’000.

v

Steam .'.....‘..............-Onﬂ'......-..z‘\ ou?a’QQQ.
Total Over-an .'....I.O......I...'......32,621’0000

And under rates here fixed and preseribed as reasonzble
‘\ >

|
for the several departments and over-all, is mot less than:




Electric .....-.-.-.......-....-..'--...-2.-31,696,200.
GaS o.-c...'-.-o-.-q------..ot---.----o---“.o 680,800.

Steam ..-0--......0-..-'.........I.l.“"‘. aE,QQQI
Tot&l Over-all .'I.....'.....Q.-'I.-.l.;.%z’éoo,ooo‘

4. With a retwrn allowed upon a properﬁy base decreased by
accrued deprecilation and with a reasonzble and adequate allowance for
depreciatioﬁ expeise appropriate to 2 devreciated §roperty b&se, tae
reasonably o be anticipated met revenue availsble for return for a
1935 year, under present rates, for the several departmeﬁts and over-
ali 4s not less tban:' | | |

ELECETLC weeenrncnncrannanaanensnnasas 1,659,000,

GAS evescvscvansvcnsanssssasansasnnnsnncs E 50g,000.

SEEOM evvenonncnnararennsanenesnnonnnnos 19,000,

Total Over=all eeeeevessescaasonnnnnasa.d2,186,000.

And under the rates here prescribed,for tﬁe several depart-
- zments and over-gll Is not less than: ,
Electric .........................,;....$l,442,200.
GBS eevesnccresansncrsnsnccanasvcsancnas 505,800,

Steam. “easssressssarnsvrassssnsrBERsabseRRy EQ,OOQ,
TO"G&l Over-all -..-..--..-....-.------.-fi}l,\96s',ooo‘.

5. Under %he rates herein prescrived andé fixed the utility
should in the future earn & falr and reasonable return on the rate or
. _
property base herein found reasonable, on 1ts actual investmens after
elimination of Inter-company profits, ond on the fair velue of its
property end s retwrn as high as eapital in the vicinity can obtain

In other Investments comparable as to seccurity and risk, and will be
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able to »ay its fixed charges, preferred stock di&idends and reason-
able dividends on the eguity in the property represented by common
stock and atitract such, if any, new capital as may be needed for the
improvenent and extension of the systeun.

6. The present rates of the utility are unreasonable %o
the extert they differ from the rates herein presgribed, which are
nereby found vo be Just and reasonable rates for the“future.

Based upon the findings contuined herein and 4n the
opinion preceding,

IT IS EEREEY ORDERED that effective on all meter readings
Taken on and after lMerch 1, 1235, Son Diego Consolldated Ga# and
Electric Company charge and collect the rates specified fn Exhidit
TAY nereto attached excent to the extent the schodules thereiﬁ set
out G0 not modify or affect schedules now in effecﬁ.

The effecvive date of this order, except as otherwise
provided kerein, Is twenty (20) days from %tae date hereof.

The foregoing opinion, £indings and order are nereby
approved ond ordered filed as the opinion, findings‘and order of the

Roilrozd Commission of the State of California.

E} . Dated at Sen Francisco, California, this _ 4<% day of

eﬁ*‘**fhvr » LO35.
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SCHEIULE D-1

(Cenceling Schedule D=1, C.E.C., Sheets Nos. 436-% and 422-%)

GENERAL RESIDENCE SERVICE:
| Applicedble to residentisl lighting service with which do-

mestic heating, ¢ooking and power service, including lamp socket de-
vices, may be comblined.

TERRITORY:

Applicable %0 service within all incorporated limits served
by the coxpany.

RATE: ‘ - Gross Net

Tirst 12 Kw-hr.or less per meter por montl.... £1.00  $0.90

Next 38 Kwehr. per meter per moOBtieceeccecees . 5e9¢ 4.9¢ per Xw-~hr.
Next 150 Xw-hr. per meter Der montl...ceccceacss .04 per Xw~hr.
Excess Kw-hr., per meter Per montleesececceces 2.0¢ per Xw-hr.

For residences individual Llats or individuel aparitunents of
more then 1l rooms the second block of 5.9¢ gross or 4.9¢ net shell be
increased 4 Xw-hr. for eeach additional room. ‘

MINTVOM, CEARGE:

Taere no major equipment is installed, the minimum charge
shall be $1.00 gross or 90¢ net per meter per month. The following
additional charges will be added %to the minimum charge where major ap-
pliances are installed. ‘

(8} TFor cooking or water heating egquipment (excluding insten=

. . ‘taneous water heaters) 50¢ per month per kilowatt of in-
stalled capeacity in excess of 10 kilowatts. In case an ex~
tension of facllities is reguired, a charge of not less
than S0¢ per month per kilowatt of installed capacity will

be made for a period of J yeears from date service is Lirst
rendered.

For instentexeous weter heating equipment $1.00 per month
per xilowatt of installed capaclitye. '

Tor air heating equipment SO¢ per month per kilowatt of
inztelled capacity for S months each year, payable iz

the months of November, December, Jamuery, February axnd
Mareh each yvear. TWhere the aggregate capacity of minor
alr heating appliances 0f 1 kilowatt or less exceeds J

kilowatts, such excess shall be included as najor eqiip-
ment.

For all other large eguipment 20t listed above, SO¢ per
month per kilowatt of instelled capacity.

In the case of sexvice to smummer cabins or week-end cot-
tages the minimum charge for llghting and smell eppli-
ances will be 215,00 per meter per season, peyable in
advance at the beginning ol the sunmer season, waich
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SCHEDULE D=1 (Cont'd.)

MINTUEDK CEARGE: (Cont'd.)
(e) (Com%'d.) '

will normelly commence with 1the reguleXr meter reading
date r May of each yeer. The rate will be as set forth
avove except that Tor consumptlons of lesz than 12 Kw-hrs.
per month the first block will be prorated at the rate of
7.5¢ pexr kilowatt hour. The minimum charge for major
equipment will be as set forth above under (a), {(b), (¢)
and (d), provided that where speciel trensformer cepacity
is required to sexve such load, an sanmual minimum of $6.00

Per Kw. of mejor appliance load will be required f£for =z
three-year poriod.

Note: Only major equipment will de counted in de-
termining the connecteld load. Major equipe
ment incluvdes any device having capacity in
excess of 1 kilowatt.

PROMPT PAYMENT DISCCOUNT:

ALlL billélare rendered st the gross rate shown above. A
discount reducing the bill %o the net rate is mede for

prompt payment Iin cese bills are paid on or before the
date due as showa on the bill rendered.

SPECIAL CONDITIONS:

I« This schedule applies only to single family dwellings and

: t0 seperately metered fLlats, apeartments and bungalow courts
where such flat, apartment or bungalow court has separate
meter Lor each family residing therein.

Any apartment house or group of apertments may receive sexrw
vice undex this sthedule through one meter provided that
each individuel epartment included uses heating or cooking
equipment of at least 4 Xw. capacity. TFor this purpose

the energy bdlocks will be increased by applying & multi-
plier thereto equivalent to the numbder of aparitments.

Capecity of all eguipment will be dacsed on name plate rate
ing teken to the neerest 1/10 XKw. with the eoxception of
Instentaneous water heating, X-ray and speciel apparatus,

in which case the company reserves the right ¢t meke tests
for maximum loade.

Single phase domestic motors aggrogating not over 3 horse~
power will be permitted undexr this schedule. There will
be no increase in minimum charge for such sexrvice.

All rooms are counted active except alcoves, wafurnished
attic and basement rooms, bath rooms, dbreskfast nooks
(less than 60 square feet), pantries, cellars, storage
rooms, closets, entries, furnace rooms, hallways (less
then 120 square feet), laundries, lavatories, plant cone-
servatories, porches not permanently enclosed and enclosed
porches of less than 120 squere feet, gerages without liv-
ing quarters. Barns will be counted as one active room
for every four lighting outlets.
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SCEEDULE D=1 (Cont'd)

The owner or operstor of an apartment houss of

four or more separately metored apartments (where
20 major equipment is iastelled) may eloct, upon
essuming responsibility for payment of all elegtric
bills, to have all the meters billed under this
schedule on & monthly service Ccharge basiz in Iien
oL the regular monthly minimum chaxrge besiz; bdut

in no case shall this provision apply whexn less than

SO per cent o the total mumber of such meters are
turned oz.

The rate applicable o the service charge basic will
be as follows:

Service Cherge mot to de prorsted for Part Month Service.

Gross Net
Service Charge, ineluding £irst 4 Kw=hzs — '

OF LlOSS Der mMeter POr MONtheescereceses $.60 £.%0
Next 46 Kwehrs per meter per monthee.... $.9¢ 4.9¢ per Ew=-hr
Over S0 Kw~hrs ~ The corresponding rates .
. in reguler schedule will aPPLY .




SCEEDUTE D=2

(éancellin@ Schedule D=1, Sheet Noz. 436-F and 422-%)

ANIRAE RESTDENCE SZXVICE:

'Applicable‘to resldential lighting service with which
comestic heating, cooking and. power service, including lemp
socket devices, may be combired. :

TEXRITORY:

ipplicable to service in entire territory served dy
the company ocutside of incorporate limits.

-
b

Gross Net
First 12 Xw-Lr or less per meter per month.. $1.00 .90

Kext 30 Kw-br per meter Der montReeeee..... G.3¢ 5.3¢ per Xw-br
Next 150 Kw-hr per meter per montheieeceeweaa. 3.0£ pexr Km-hr
Zxecess Xw-hr per metel POr MODTleeeneccerctocas 2.0¢ per Xw-hxr

For residences, individusl flats or individual apazt~
zents of more them 21 roome, the second dlock. of 6.3¢ gross, or 5.3¢
net, skall be increesed 4 Kw-hr for esch additional room.

VMINT/ON CEARGE:

Waecre mo major equipment is installed, the minimux charge
stell be $1.00 gross, or 90f net, ver meter ver month. The follow-
ing additional cherges will be zdded to the minfwmum charge where
major apnliances axe installed:

- (&) For cooking or water heating equivment (excluding
lastentaneous water hoaters)-- 50¢ per month per
xllowatt of installed capacity in excess of 10 kilo-
wetis. In case an externsion of facilitics iz recuired,
& charge of not less thon S0¢ per month per kilowatt ‘
oL installed capecity will be made for e poriod of
three yeasrs from date service is first reondered. .

(b) For instantaneous water heating couipment $1.00 joler
. xonth per kilowatt of installed cepacity.

(¢} For air heating equipment 50£ per month per kilowatt
- of installed camacity for 5 months each year, payadle
in the months of November, December, Jamiary, Februery
ant larch each yeer. Taere the aggregate cepacity of
minor air heating avplismces of 1 kilowatt or less
exceeds I kilowatts, swueh exeess shall be includoed
as nmajor equipment.

(&) For all other large equipment mot listed above, 50&
per month per kilowatt of instelled capacity.

(e) In the case of service o summer cadine or weokend
cotlages, the minimum charge for lighting end small
appliances will be $15.00 ver meter per season,
peyable in advance at the beginning of <he swrmer
scason, which will normally commence with the rogular B




SCHEDULE D-2 (Cont'd)

WINTIOY CELRGE (Convrd)

'(e) Continued.

meter resding date Tor ey of eack year. The rate will
be as set forth ahove except that for consumptions of
less than 12 Xw-hr per month, the firet block will de
proreted ot the rate of 7.5¢ wner kilowatt-hnour. Thae
minimum charge for major ecuilpment will be as set forth
gbove uander (a), (v), (¢) and (&), provided taat wWaere
specicl transformer cepacity Lz required to serve suck
load, an anmuzl ninimum of $6.00 per kw of major :
appliance load will be required for o three year periocd.

Wote: Only major eouipment will be counted in fdetermin-
ing vhe connected load. ajor ecquipment includes
cny Cevice having capacity in excoss of 1L kilowatt.

PROVPT PATVENT DISCOUNT:

ALL ®ills sre rendered 2t the gross rate shomm sbove.
4 @iscount reducling the hill to the 2ot rate is made Lfor pronmps
payment in case bIills are pald on or belore the date due as shown
on the bHill rendered. '

SXECILTL CONDITIONS:

(1) Taic schedule appliss oanly to single faxily dwell~ |
izgs and to ceparctely metered flats, epsriment and dbungalow courts -
where cuch flat, spartment or vumgalow court has senarate meter Lfor
each fomily reziding therein.

~ (2) lay aportment house, or group oL apariments, may
recelve sexvice under this schedule througa one nmeter provided that
each individual epartment Iincluded uszec heating or cooking equin-
zeat of at least 4 XK.¥. capacity. For thiz purpose the enerzy blocks

wLll be Irereased by applyiag a multiplier thereto ecculvelent to thoe
numder of gpartments. ‘

(3) Ceapacity of all ecquinmment will be dased oxn name
plate rating taken to the nearest 1/10 K.VW. with the exception of
ingtantaneous water hegting, X-ray and special apperatus, in which
czse the Coxpany reserves the right to malke tests for maximam lozd.

(4) Single phase domestic motors aggregasing not over
S aorsepower will be permitted under this schedule. There will bde
20 inereese in minlmum charge for such sorvice.

(8) 431 roomes are counted active except alcoves, un-
firished zttlic and basement roows, bath rooms, breokfast zmooks
(lezs than &0 squere feet), pamiries, cellars, storage rooms,
closets, extries, furnace rooms, hallways (less then 120 scuare féet),
loundriesz, lavetories, plant conszervatories, porchos not permanently
enclosed and enclosed porcnes of less than 120 scuare fest, garages
without living querters. Barnc will be counted az one active roonm
for every four lignting ocutlets. ' ‘
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SCHEDULE D~2 (Cont'd.)

-

SPECIAL CONDITIONS (Cont'd.)

(6) ‘The owzer or operator of axn spartment house of
four or mc*e separately metered speriments (where no major equip-
ment is instzlled) mey elect, upon assuming responsidbility for
vayment of ell electric bills, %0 have all the meters billed un~
der this schedule on a monthly service cherge basis in lieun of
the reguler monthly minimum charge basis, dbut iz no case shall

tals provisior apply when less than S0 per cent of the twital num-
ber of suck meters are turned Ol

Tke rate applicable to the service charge vasis will
be as follows:

Serﬁice Charge not to bhe Prorated for Part Month Sérvice.

Gross Not

Service charge including first 4 Xw-h¥rs. or
less per moter per MontRevecesrcccsancrccassahb0a60 50,50
Nﬁxv 46 KW—h o e per meter pOI' montﬁ..-....-..-. 6.3¢ 03¢ ‘DGI‘ ICW-'hI‘.
Over 50 Kw-hrs. = The corresponding retes in.
reguler schedule will apply.




SCHEDULE T=-2

(Canceling Schedule L-1, C.R.C. Sheet No. 437-E
and Schedule L-2,. C.R.C. Sheet No. 494-E)

COMERCIAL LIGHTING:

Lppilcadle to commercial Iighting service including
lamp socket apwlisnces, single phase motoxrs of not to exceed three
horsepowexr total capacity,and other services used directly or in-
directily for the production of light. Not applicsble o stenddy
or auxiliaxy services and To service operated in parallel with &

customexr’ s gemerating plant.
TERRITCRY =

Applicable to service within all Iacorporated limits:
sexrved by the compaxny. t

RATE: t _
e} Gross Net
& . !
First 12 Xw-hT. Or less per meter per month 21.00 £0.90
Next 188 Kw-hr. per meter per month ....... '5.50¢ 4.50¢ per Kw-hr,
Next 800 Kw-hr. per meter per month ....... 3.95¢ pexr Kw-hr.
Next 100G Kw-hr. per meter per monthk ....... - 3.00¢ pexr Xw-hx.
Next 8000 Kw-hx. pexr meter per 2onth ..ceeeces 2.40¢ per Xw-bx.

(b) For consumptions In excess of 10,000 Xw-hr. per month:

Piret 5000 Kw-hr. per meter per month at {l44.94 Gross, 142.96 Net
Next 100 Xw-hr.per Kw. of meximum demend ...... 2.40f per Kw-hr.
Next 100 Kw-hr.per Kw. of mexiwum &emand ...... 2.25¢ pex Ew-hrT.
ALl excess Kw-hr.per Kw., of maximum femand ...... L.00¢ pexr Kw-hx.

MINIMON CHARGE:

Single phase motors exceeding threc horsepower total ¢on-
nected load may be supplied through the lighting meter, in which cmse
the pinimum charge shall be $1.00 per month per horsepower connected..

PROIPT PAVMENT DISCOUNT:

A1 pills are rendered at the grosg rate shown adove. A
M scommt reducing the bill to the net rete 13 made for prompt pey-
ment Iz case bills are paid on or before the date due as shown Ox
the LIl rendered. ‘

SPECTAYL CONDITIONS:

(1) The meximum demand will be measured by demand meters or indi-
cators to be furnished emé installed by the compary, where the con-
swaption in eny month is In excess of 10,000 Kw-hrs. Dz cases where
the consumption has exceeded 10,000 Xw-hrs. in a moath duxing which
the meaximur demend has not been measured, the domand %o be used In
determmining the BIIL wnder rate (b) shall be 30 Kw. or as determined
by west at the optlon of tixe compaxy. .
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SCHEIULE L=l (Cont'd.)

SPECIAL CONDITIONS:{Conttd.)

(2) The meximum demand in eny month will be the average mumber
of kilowalts indicated or recorded by the adbove meters in that 15
minute intervel in which the conswmption of electric emergy hereuncer
is greater then in ey other 1S5.minute imtervel in the nonth, dut in
no case will the maximum demand used in determinirg the bill be less
then 50 Xw., nor less then 50% of the highes? demsnd determined dur—
ing the preceeding eleven months. : ,

In the case of holsts, elevators, welding mechines, furnsces
end other instellations where the enexrgy demand 1s intermittent, or
stbject to violent. fluctuatioms, the company mey base the consumerrs

maximum demend upon a S~minute interval instead of & lS5-minute inter-
valae . ' '
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SCEEDULE 12

(Canceling Schedule Le-l, C.R.C. Sheet No. 437-E

COMMERCIAL LICETING:

Applicdble to commerciel lighting service including
lemp szocket appliences, single phase motors of not 10 exceed three
horuepower total capecity, and other services used directily or in-
directly for the production of light. Not applicable to standdy
or auxiliary service and to service opersted in parallel with a
customer's generating plant.

TERRITORY:

 Applicabdle to service in sentire territory sexrved by the
company outside of incorporated limits.

RATE:

(e) Gross Net
. First 12 XKwehr., or less per meter per month %100 $0.90

Nen 188 KWbb.... per metel‘ 1‘)01‘ monthoo.-o-- 5 90¢ 4 90¢ lﬁr ,&W-hl'o

Next 800 Xwehr. per meter per moNthe.ccecees 3.95¢ per Xw=hr.
Xext 1000 Xw=hr. per meter per moNtheeecceces 3.00¢ per Xw=hr.
Next 8000 Xw-hr. per meter Per mMoNthRececese - 2.40¢ per Xwehr.

(b) For consumptions in excess of 10,000 Xw-hr. per month:
First 5000 Xwehr. per meter _per month &t $145.69 Gross, $143.71 Net
Next 100 Xw-hr. per Xw., of meximum demand...2.40¢ per Kwehr.
Next 100 w=hT. per Kw. of maximum demand...le.25¢ per Xw~hr.
All exces w-hr. Per Kw. of maximum demand...l.00¢ per Xw~hr.

YINDIOM CHARGE:

'Single phase motors exceeding three Lorsepower total cone
necteld load may e supplled through the lighting meter, in wrich case
the minimum charge shall be $1.00 per month per horsepower connectel.

PROMPT PAVMENT DISCOUNT:

A1l dills ere rendered at the gross rete shown ebove. A
discount reducing the bill t0 the net rate is made for prompt payment

in case bills ere peid on or belore +the date due as shown on %the bill
rendered.

SPECIAL CONDITIONS:

(1) The maximum demand will be measured by dermand meters or indi-
cators to be furnished end Installed dy the compeany, where the cone
sumption in any month is in excess ol 10,000 Kw-hrs. Ir cases where
the consumption has exceeded 10,000 &w-hrs. in & month during vhick
the maximum demanéd has not been mgasured the demand to be used in
deternmining the bill under rate (db) shall be S0 Kw. or as determined
by test at the option of the company.




O

SCHEDULE I=2 {(Conttd.)

’

SPECIAL CONDITIONS: (Cont'd.)

(2) The maximum demand in axy month will be the average number of
kilowatts indicated or recoxrded by the above meters in that lS-minute
interval in whickh the consumption of electric energy hereunder is
greater then in any other lS-minute interval in the month, dDut iz no
case will the meximum demeand used in determining the bHill be less than
3¢ Xw. nor less than 50% of the highest Qemand determined during the
preceding eleven months.

In the case of hoists, elevators, welding machines, furnaces
and other installations where the energy demand i1s' intermittent, or
subject to violent fluctuations, the company may dase the consumer’s
maiimum demand upon & S-minute intervel instesd of & 1lSe-nminute inter-
Ve.lLe ' :




SCIZEDULE L3

(Cancelling Schedule I~3, C.R.C. Sheet No.476~)

STREET AND ETCTWAY LICETING - BRACKTT ARVS:

4pplicadble to city, tows, lighting diztricts or
supervisory lighting districts for cervice to street or highway
ligating inctallations using series ilncondescent lamps mounted
on bracket, mast arz or cen%er suspenslon construction, and
supplied froz overhead lines, where company owns cnd maintains
the entire equipment. ’ '

TZRXRITORY:

Zntire territory served.

RATZE:
Ceandle Rate per Lamp per iozth Burning Reduction
. A1l Night Laxmp
Power Installations of
Lemns U=zl Larms 20=L00) Uver 100

60 §1.87 $1.59 149
80 2.11 1.78 1.68
100 2.31 1.93 1.83
250 3.27 2475 2.57
%400 4.18 3.47 3.23
%600 5.22 4.51 .94

*Tacludes 2 diffusing glode,svecial highway reflector, or
equivelent special reflector.

SPECIAL CONDITIONS:

, (a) For the purpose of caleculating Tates for less than
all aight servico, it will be assumed thet the average hour of
wuraing off all night service 1s 5:20 a.m. and the aversge hours of
nightly zervice used:

A1l Night Service (4000 hours per year) 11 hours per Night.
Mldnight Service (2000 hours wer year) 5% hours per Night.

- {b) Contracts are made for a period of one o Tive years.

(¢} If onme municipality or lighting district 2djoins o
second, and the lighting of both are fed IrTom the some circuit, then
the two districts shall earn a rate based on their comvined in- ..
stellation, provided the hours of burning and the cheracteristics,
of the circuits are tho cane.
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SCEEDULE L~4

(Canceling Schedule Léq;chm.c. Sheet No. 479-E)
SERIES MUNICIPAL STREET LICHTING - ORNAMENTAL POST.

Apéliéable to service to electrolier or other lighting
systems where the customer owns the equipment and the company
supplies energy at one or more central points.

IERRITORY:

Entire territory served.
RATE:

(&) Bneégy, switching and mainterance.

Retes per Lemp per Nonth

A
i Candlepower o Iamp Midnight Service ALl Night Service
. 3 100 $0.95. | $1.26
1 250 : - 1.36 | 174
g 400 . 1.77 L 2420
1 600 ' . 2e22 . 2.84
1000 Je22 4.07
(B) ZEnergy and switching only.
| 100 o - .55 75
B 400 2420 3 1.45
1 ' 600 1.65 | 2050
| 1000 ~ . 2.50 | 3.00
300 watt multiple 1.65 j 2.05

SPECIAL CONDITIONS:

(a) TUnder Rate A compeny renews lamps, repairs all equip-
ment on.svandards, cleans glassware and peints or ¢leens stenéd-
exds, dut does 10t repalr underground cadbles or conduits where
cable i3 damaged outside of condult within the lighting standard.

(b) TUnder Rete B company supplies snergy at one or more
cenvral points and switching service only. '

(¢) There systems are taken over for zervice under this
schedule or ckanged from Rate B 10 Rate A hereunder, they must
meet the epprovel of the company as to construction and condition,
and the company mey decline to grant these rates if the system is

not up to the standard set for other syswems operating under +his
schelule.

(4) 4 discount of 15 per cezt from the ebove rates will be
i given for all lamps served within the central lighting sresa of




(&) Continuved.

the CLity of San Diego within the following boundary:

Beginning at & point where the east side of 16th Avenve
extended would intersect the bay shore; thence north ealong
the east side of 16th Avenue to Russ Boulevard; thence
west along the north side of Russ Bouleverd to Eleventh
Streot; thence north on the east side of Eleventh Street
to Date Street; thence west along the noxth side of Date
Street t0 Sixth Avenue; thence north along the ecast side
of Sixth Avenue to Laurel Strect; thence west along the
noxrth side of Leaurel Street to the bay shore; thence szouth
along the bay shore to point of beginning.

This description of ceatral lighting area may he covered by refor-

ence

Y0 spyropriatelyr filed nap.

(e) Contracts will be regquired for a period of ot least one

year.. .




'
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SCHEIUIE C-1

{Cenceling Schedule Cwl, C.R.C. Sheet Nos. 409~E and 410-E)

CONBINATION RATE FOR RESIDENTIAL SERVICE:
' ipplicedle to residential domestic ccoking and/or water
heating service with which domestic lighting, space heating and
power service including lamp socket devices, may be combined. Not
applicable to lighting alone.

TERRITORY:

| Applicadble to service withim )l incoxporeted limits
- served dy the company. ,
RATE: |

Applicable to residences, individual flats or imdividuel
spartments of seven (7) &ctive rooms or less.

Gross Net

First 12 Xw=hr. or less per meter per montk $1.00 $£0.90

Next 23 Xw-hr. per meter per mMontheesecceses 5.9¢ 4.9¢ per Kw-hr.
Next 65 Kwehr. per meter per montheeesecees 3.0¢ per Xwehr.
Next 100 Kw~-hr. per meter per MOBtRueccases 2.04 per Xw=hr.
Over 200 Kwehr. per meter per nontRaececsccee 1.5¢ paxr Xw-hre

'For residences, individuel flats or individusl apartments
of more than.seven (7) rooms, the second bLock o0f 5.9¢ gross or 4.9¢
net shell be increased S5 Xwehr. for each additioral room.

MINIDMOM CHEARGE:

" Sod'per month per kilowat? of connzcted capacity of do=-
- mestic ggwer, heating and cooking apparatus, dut 10t less than $3.00
per mornth. :

The connected. capacity fopr the determination of the mine
imum bill of customers sexved under this rete will be determined by
taking the sum of major electricel apparatus connected, mejor appear-
atus being any device having a capecity in excess of 1000 watts.

SPECIAL CONDITIONS:

(1) ‘Mhis schedule appllies ornly where customer installs and uses
an.electric range exnd/or an electric water heater of at least 4 kilo=-
s watt capecity. | ‘

(2) Active rooms are all rooms, except bathronz, hells, porches,
cellars and atticse. '

(3) Connected load will be taken as the name plate rating of all
mejor heating, cooking and water heating apparatus which may be con-
nected at any one time taken to the znsarest 1/10 kilowett and single
phase power service of 3 horsepower o less may he combined under
this schedule in which case each horsespower of connected load shall
be considereld ecuivalent to0 1 kilowatt of connected loead in detexr-
mining the minimum charge. ‘




SCHEDULE C-l (Cont’d.);

SPECIAL CONDITIONS: (Cont'de)

(4) service under this schedule will be grented in the first
instance for not less than 12 months.

(§) In case of purely seasomel service or where the connected
load of.air heaters equals or exceeds the connectad load of other
applisnces, the minimum bill mey be accumulative on a 12 months?'
basis. This provisior will not apply in case a discount is allowed
rog %g?trolled water heating es outlired im Speciel Conditiorns (6)
an . ,

{6) There an electric water heatexr conforming to Special Condi~
tion (7) 4t instelled and used in conjunction with an electric
range of not less than 4 X.W. capacity permanently installed and
regulerly used for all household cooking, a discount of 1/2 cent
pgr gw-hr. will de made for all conmsumption on the 1l-1/2 cexnt
block.

(7) The discount specified in Special Condition (6) is appli-
cadle only to automatically controlled storage type.water heaters,
used Tor the oentire household water heating reouirements, and not
used in conjunction with auxiliery equiprzent of any kind. The stor-
age tank shall be efficiently insulated and heve & capaclty of not
lezs than 24 gellons. The heating elements shall b e thermostatical-
ly controlled and have a total rating of not to exceed S0 walis pex
gallon on tank capacity. All water neaters will de sudbject to the
epproval of the company as to their gqualification for the discount
provision outlined in Special Condition (6) adbove.

The company mey &t its election and expense, install a
time switch on such water lheater circults =o as to discomnnect the
heating elements during the peak losd hours, which shall not bde
more than five hours during each day, ©o be selected by the com-
pany -and sypecified from time to time; or the company may elect %o
install a Joad limit switch between the water heater and the range
S0 that the watexr heater elements will de disconnected during the
time the electric range is in operation.




SCEEDULE C-2

[

(Cancelling Schedule C-1, C.2.C. Sheet Nos. 409~E and 410-T)

COMBINATION RATE FOR RESIDENTILL SERVICE:

ipplicadle to residlential domestic cooking and/or water
aeating service, with which domestic lighting, space heating and
power service, Including lamp cocket devices, may be combined.
Not cpplicabdle to lighting aloze. ‘

TERAITORY :

Applicable to service in entire territory zemved by
The compeny outside of incorporated limits. :

L 3a 3o
b L

X

1]
t

Applicable to residences, 1ndiv1dualfrlats or individual
apertments of seven (7) active rooms or less.

os: Net
Jirst L2 Kw=hr Oor less per meter per month... —Ll.00 2250
Next 25 Kw-2r per melter per month.eececeececsss  6.3¢ 5.3¢€ per Kw-har

Next 65 Kw=hr per meter Der moftheveeeevecess 3.0¢ per Xw~hr
Next 100 Xw-ir per meter Der Honthe.ceeccececs 2.0¢ ver Xw-hr

Over 200 Xw-Lr per meter Dper moNth..ceecesceces 1.5¢ per Xw-hr

For rezldences, individual flets or iandividual apartments
of more tham seven rooms, the second vlock of 6.3¢ gross, or 5.3¢
nev, shell be increased 5 Kw=hr for each additional roox.

JINDMRY CHARGE :

50¢ per month per kilowatt of commected copacity of
¢omestic power, heating and cookling apparatus, bBut not less %hen
- 59.00 per moxzth. '

The comnected capacity for the determinatiorn of the mini~
mum bIll of customers served under *this rate will be detormined by
taking the sum of major electrical spparatus conmected, najor ap-
Paratus being any device having a capacity iz excess of 1000 watis.

SPECIAL COXDITIONS:

(1) Thic schedule applies only where customer imstalls end
uses an electric range and/or eleciric wator heater of at leact
& KLlowatt capacity.

(2) active rooms are all rcoms, except vathrooms, halls,
poxches, cellerz ond attics.

(3) Connected load will be %aken as the name plate reting of
all majar heating, cooking and water heating apparaius which moy
be commected at any one time taken to the nearost 1/10 kilowatt
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SCEZDULE C-2 (Cont'd)

BCIAL CONDITIONS (Contrd)

and single phase power service of 3 horsepower or less may de
combined under this schedule, in which case each horsepower of
connected load sholl be concidered equivalent to 1 kilowatt of
connected locd in detormining the minimum charge.

(4) Service under this schedule will be grented in the
Tirst instance for not less than twelve months. .

(5) In case of purely seasonal service, or waere %he
comneceted load. of air heating cquals or exceeds the cornected
load of other appliances, the minimum bill moy be made ac~
cuxulative on = 12 montas® basis. Thals provislon will mot apply
in case a discount is allowed for controlled water aeating as
outlined in Specifal Conditionms (6) and (7). ‘

(6) Waere an electric water neater, conforming %o A
Speclal Condition (7) is instelled and uscd in conjunction with an
electric ronge of not lezz tham & X.7. capacity permanerntly in-
ctalled and regulerly used for 2ll household cooking, a discount
of 1/2 cent per Xw-ar will be made for oll consumption on the
1z cent bdlock. . _ T

. (7) The discount specified in Special Condition (6) 4z
epplicable only %o sutomatically controlled gtorage tyne wmater ’
beaters, used Tor the entire houschold water heating requirements;
and not used in conjumction with auxiliary ecquirment of any Kind.
The storege tank shall de efliciently insulated and hove &
capaclty ol not less than 24 gallons. The hoating elements shall
b¢ thermostatically controlled and aave & totel raving of not to
éxceed 50 watts per gellon of tank capacity. L1l water heaters .
will be sudject to the approvel of “he company as to their qualifi-

cation for the discount provision outlined in Special Cordition (6)
avovo. . : ) L

N The company may, at its election and exponse, Iinstall
& time switch on such water hester circziss 50 as to disconnect
the heating elements during tac peak lozd hours, which zhell rot
be more then five hours during each doy, 0 de selected dy tae:
company and specified from time to time; or the company may elect
10 drstall & lozd Llimit switch between the water heater end-the
rerge 5O that the water heater eloments 7will be dizconnected
during tae tinme the eloctric roange iz in operation.




SCIEDULE C-=3

(Cancelling Schedule C-2, C.R.C. Sheot No. 439-7)

and

L . Bates and conditions to be the same as inecluded under
Schedule C=2, Sheet No. 43G-F.




SCEEDULE P-1

Cancelling Schedule P-l, C.R.C. Sheets Noc.4380~E and 427-%)

GENERALL PCUER SERVICE:

: appliceble 1o alternating current lfor gezeral commercizl
and Industrial power zervice and to commercial heating and cooking
service anéd rectifier service. Not applicadle to stend-dy or
auxiliary zexvice or to zervice operated in paralle’ with a
customer’s generuting plant.

TERATTORY :

Zntire territory served.

RaTe: Raete Per Xw=-hr for Monthly Consumniion of
_ rirst S0 Nexv 50 Next 00  Over 2C0
For epower of v Ku=-hr Kwu-hx Xn=-hzr

Connected Load vEr hd. PET hp. ner ho. ver ho.
l- ¢ bp. 4.9¢ 2.3¢ 1.56 - l.2¢
S5~ 9 hp. 3.8 2.2 1.3 L.l

25— 49 hpa 3-0 l-g l.l 0-8

SC= 99 kp. 2.6 1.8 1.0 0.7

250-499 hp. 2.1 l.4 0.85 Qa7
500 and over 2.0 l.2 0.6 -

0.8
NINDIUM CHARGE :

First 30 hp of comneceted load - $1.00 per horyenomer ner month.
Over - 30 hp of connected load - .75 per horsepor e* pexr month.
But in no case less thazn $5.00 per month for 3 vh sorvice.

INTERNMITTENT SERVICE:

In cacse of {nteormlttent o. soazonal service, custonmer
a2y elect Yo pay foxr all enex: y u & at the above rate, without a2
nicinum charge, by'the paymens ol an annual service,charge_in ,
cddition, as follows

Fixst lO hp of comected load - VS.OO per Ly per yeur.
Ovexr 10 hp of connectea load - $3.50 per hp per yeaxr
2wt iz no casze less than 525.00 per year for 3. paase -ervicc.

This sexvice .charge will be payzble in five oqual ‘
zaonthly instellments each year, be?inni“g with the iz st a0nth
after velecting such basis. .

() Voltage: This schedule of rates will apoly to
alternaticg current gervice rendered at ctandard voltage iz ac-
cordance witz .the Rules and Regulations of the company. L1l -
necessary transfoxmers to obtain such volteage will be supplied,
owned and meintained by thc company. '




SCEEDULE B-1 (Comtrd) -

STECTAL CONDITTIONS (Contrtd)

(b} Ay coxsumer may ebtoinm the rate for a larger in-
stallation by guoranteeing the rates and minimum charge ap=-
plicable to the larger installaticn.

{e) € uohe* may 2ot decrease his connected load
texporarily Jor *ho purpose ¢f avelding wnayment of minimum
bpills.

(&) Tae abdbove rotec znd minimum charges may be based i
on horsepower of measured maximum demand inztead of horsepower :
of comnected lozd, providing the installastion concicts oL 2
least two motors and acs & total commected cepecity of at least -
o0 hor-epower, in which cace the horsepower of demend on which the
rates and mizimum charges will be based will not be less than
QCZ of the coanected load or the customer may elect to have his

: Tates ana minimum charges based on the highest maximum demand

l occurring during the current month and the cleven proceding -
zmonths. Suekh sclection shall be Lor a period or not less than

j on¢ year. In no case shal.l the minimum be lesz tuan $50.00
' per monvti.

(e) When the installation conzists of two or more .
‘motors, the customer may contract for a certalan predetermined . ‘
maxdmur demand between the limdts of 15 hor,epower-and 50 horce=
power, and the company will, at the customer's oxpense, install
a suitadle load limiting device, which will prevent the use of
connectea capacity in excess of the predetermined smount, dut
not less than the rated capacity of the largest motor imstalled.

Rates anu minimum charges will be bawed on the maximom demand
contracted Tore.

(£) The maximum demand in any month zhall be the
uvera&e horsepower iaput (746 watts equivalent) indicated or
recorded by Inzstruments to be supplicd, owned and maintalned
by the company and at the company's expense upon the conswner’:s
premises, adjacent to watt-bour meters, in the lS5-minute inter-
val in wkich the comsumption of electric energy is greater than
in any other li-minute interval in the month, or at the ontion
ol the company the maxinmum demand may be determined by test.

In case of . comnected loads of SO0 horsepower oT
over, the comoany ney base the consumerts maximum dexeand upon a
20-minute 1nte“v instc d ¢f a 15-minute in tervvl.

iz t;e case of hodstz, elevators, welding mechines,
rurnuce, and other inztullations where the energy demand 1s
terzittent,or subject to violeat fluctuaiions, the comnany may
base the consumer's maximuer demond upon & S-minute intervel
instead of a lS-minute interval.




SCHITULE P-1 (Cortrd)

SPECIAL COXDITIONS (Contrd)

) Naximum dexand meters when used will be instolled
and meintoined by the company at its expensc.

' - (h) Wheré the primary uze of power ic seasonal, the
customer nmey.elect 10 have the minimwr charge, dased on lorze~
power of comnected load, made accumulative over o l2-monthst
period.

(1) Wherever, upon tess, any motor iz found to be
delivering more than 125% .of 1ts cupacity, as indicated by its
deme plate rating, the company may disregerd the name plate
§ating,and.base 1te charges upon the actual output as caleulated
(rom teste. ‘

- (§).Alternating current metercd to motor gemerator .
Sets, mercury erc rectifiers, l.C. Compens-ircs, or L.C. motion
picture projection machines, vhere such energy is used for the
purpose of serving motion picture projection macaines only, and
not used for general lighting purposes, may be billed to the
consumer under this schedule. No other lighting service is
included under this schedule. '
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SCHEDULE P=2

(Cancolling Schedule P=2, C.R.C. Sheet No. 428-F)

, . .

TEOIESALE POV} SIRVICE:

| This schedule iz applicable to energy supplied for all
power purposes when the connccted load fn motors is 100 horsepower
or greater, energy to de delivered and measured at primary poten-
tial of- 2300, 4000 or 11,500 wvolts, consumer supplying necessary
transformers. , .

TERRITOXY :

- Zntire territory scrved.

I bk

(1) Demand. Casrge . .
Rirst 200 kw of demand per montheecece.. 125 pex KW

- vk

' Over 200 kw of demand per month..ee..o 100 per kw

Plus
(2) Enexrgy Chargo .
‘ FTirst 50,000 kw=hr per month.cecececsas 1.0¢ por Xwehx
O'V'er 50’000 ICN—h:C‘ per month- e s eeresass o -7¢ pGT.' 1('»’7-111'

The cbove rate i1s based on a price for fuel oil f.o.Db.
the company’s oll tanks, of one dollar (yl.00) per borrel, or lfor
natural gas.used for fuel in the company's electric gezerating
plant, of sixteen cents (16¢) per L. cubic feet at Rose Canyon
terminal station. Waenever the price vaid by the company Lor
ratural ges f.0.b%. Roze Canyon terminal station zhell very eithex
chove or below said price of sixteon certs (16€) per M. cuble feel,
taca the ab®ove dbase rate shall be iucredsed or decroased Ly twenty-
five thouzandth (0.025¢) of & cent ver kilowatt-hour for cach one
cent (17) that zald price of matural gas may vary avove or below
seid sixteen cents (16£) execept that in any month during which fuel
oLl is burned im the company's plant for the generation of electric
energy, and whencver the price paid by the compeny for such fuvel -
0il f.0.b. itz storage tanks shall vary asove or belew sald price
of one dollar (L L1.00) per barrel, then the above base rate shall
be increased or decreased by two hundredths (0.02€) of a cent per
Kilowatt~hour for cach caange of Tive cents (5¢) that scid price
of Tuel oil may vary adove or delow one dollar ({1.00).

In applying the above fuel clause the customer’s reve
per kilowatt-hour shall be baseld on tho fuel used during the
menthly bLlling pericd. I both fuels were used during the month
and the consumpiion was less than 400,000 kw-hrs, ther the rate
shall be based on either the above oil or gas clause, depondiag
on which fuel wae used in exccss of the other, in termz of total
heat wnits. If the consumption was 400,000 kw=hrs. or more and
the 01l uzed waz not more than 10 per cent of the total in terms

£ heat wunits, then the gas clause shall Ye uscd. In the event
the consumption was in excess of 400,000 kw-bhrs. and more than
10 per cent of the fuel in terws oFf hozt units was oil, thez the
energy rTate cshall he determined on the basiz of the heat unite
consumed by the respective fuels.




SCEEDULE P-2 {Conttd)

L INIDCN CEARGE @

‘ The mirimum chaxrge will be at least $12.00 per c¢on-
nected horsepower per year.

SPECIAL CONDITI O\S'

.. (d) The uotal charge per month iu the sum of <the
dexand and energy charse.

, (%) The maximum demand Iin any montk will be the

average kilowatt delivery in the Lifteer nminute interval in
which the consumption of electric energy is greator than In aay
oticr fifteen minute interval iz the month, but ia zo case will
suck mardimum demand be lesz than 504 of the total commected

loade TFor maximmum demand- occurring vetween the hours of 11:00

Pol. and 8:00 L.. on the following day, only 604 of suck

Zaximun dexands shall be considerel when compu*ing demand charge.

(¢} Zighting will bc u;lowed under thiz schedule of
-atey nrovided the connecued ~oad in lighting doez rot exceed
104 of tie comnected load in power. The -customer rust Jurmish
Hi» own transformers for the purpose of reducing the voltage
to thet of ris liﬁ“*inp circuit. ALAll cnexrgy furrizhed for both
"power sad Light ohull Be neasured by means of on ne neter.

. (&) miz schedule ic not applicable to ctand-dy or
awxllicry service, nor 1o =zervice oner“ted in parallel with a
cuztonerts *eneruting plant.

*




SCEEDULE P=3
(Canceling Schedule P=3, C.R.C. Sheet Nos. 48l~E end 4l5a-E)

AGRICULTURAL POWER SERVICE:

Applicable to genersl agricultural and reclamation ser-
vice 1nclud1ns pumping, feed choppers, milking machines, heating for
incubators, drooders, poultry house lighting and general ferm we,
but excluding cooking and general lighting service.

TERRITORY:

Exntire territory served.

ENERGY CEARGE IN ADDITION TO
: TEE SERVICA CHARGE _ .

: Rate per Kwehz. foT COnsumptions
Annval pexr H.P. per year of
Service :
ize Charge IMirst : ALl over
Instellation per H.P. 1000 Xwehr. 1000 Kw=hr.

2~ 4 H.P. $6.50* &06#
S-~14 E.P. 5,50 1.5
15-49 E.P. 5.00 ‘ .49.’
50=9¢ E.P. 4.50 1.3
100 E.P. & Over 3.90 l.2¢ 0.8¢

. *In no case will the total wmmuel service charge be less than
.813.00 for single phase service nor less than $19.50 for
three phase service. .

SPECIAL CONDITIONS:

(&) Agricultural Year: Under this schedule the agricultural
yeex shall commence with the regular meter reading tekem in April
end end with the regular meter reading teken in Apr¢l o The suc=-
ceeding yeax.

(b) Payment of Service Charges: Service Charges will be pey~
able in.six equal nmonthly Iinstallments during the months of May to
October, inclusive.

(¢) Guaranteeing Rates for Larger Size Installation: Lny con-
sumer.may obtain the rate for a larger installation dy guaranteeing
the rates end service charge of that larger installation.

(d) TVoltage: This rate applies to service renderéd at 230,
460 or 2300 volts at the option of the comsumer. All neceocsaXry
transformers to obtain such voltage to be installed, owned and main-
teined by the company.

(e} Comtracts: The company may reoulre & contract for soT-
vice under this schedule for a period not to exceed three years
whez service is first rendered and therealter from year 40 year.

(£) Conmnected Load: The above rates and emual charges will
be based on the largest load that mey be connected at any one time.
For the purpose of calculating service charge one kilowatt of light-

ing or heating load will be reted at one horzepower.




SFECIAL CONDITIONS: (Cont'td.)

(g) Charges for service begun or discontinued during the Agri-
cultural Vear: Tien service is first begun or permanently 4ls-
continved during the agricultural year, thoe demand charge will bde
prorated according to the proportion of The six months' season Irom
April lst to Septemder I0th during which service is taken. Cobn~.
sumers permanently increasing or decreasing thelr connected load
will have their demand charges adjusted upon the samwe basis, and the
relative position in the energy blocking will e maintained.

No adjustment will te made when installations are shut
down for a feow months or for +the halance of the season.

Customers who resume seorvice within twelve months after
service has beer discontinued will be required to pay all service
charge instellments which would have deen dilled during the shut-
down period.




SCHEDULE P~
(Cenceling Schedule P-7, C.R.C. Sheet No. 499=E)

RESALE POWER AND LIGHTING SERVICE:

| ‘ This‘séheduie is apﬁlicable to alternating current energy
supplied to other electric utilitles for distridution and ressle,
except as outlined in Specilal Condition (4) below. Service is sup-
rlied at standerd voliteges at 2300 or over. ,
TERRITORY:

' | Entire territory served.

RATE:

‘Demané Charge.

First 50 kilowatts or less of demand per month £150.00 per mos
Next 150 kilowatts of demand per montl...eeeee . 1.50 per Xw.
Next 300 kilowatts of demand per xonth.ceecseecs Le25 32T Kw.
Over 500 kilowatts of demand per mOntNeececceecss L.00 per Xwe

Plus Current Chearge.

Pirst 5,000 Kw-br. per meter per mOnthReeecces ' 2.10¢ per Xw-hx.
Next 20,000 Xw-hr. per meter per mMOBthececces 1.60¢ per Kw=hr.
Next 50,000 Kw-hr. per meter pexr montleeeecece 1.35¢ per Xwehr.
Next 125,000 Kw=hr. per meter por MmoRtheeeesss, 1.10¢ per Kw-hr.
Next 200,000 Xw-hr. per meter per 20ntheeeerecs «90¢ per Kw=-hx.
Over 400,000 Kw=hr. per meter per n08%theceveos .85¢ per Kw=hr.

TURL CLAUSE:

The above rate 1s bhasel or a price Tor fuel 01l L.0.D.
the company's o0il tanks, of one doller ($1.00) per barrel, or for
naturel ges.used for fuel in the company's electric gonerating
plant of sixteen cents (16¢) per M. cubic Zfeet at Rose Canyon
Terminal station. Whenever.the price nuid by the company fLor
ngtural ges £.0.b. Rose Canyon teminal stetion shall very either
above or below said price of sixteen cents (1L6£) per M. cudiec
feet, then the above base rate shall be increased or decreased
by twenty-five thousandth (0.025¢) of a cent per kilowett hour
Tor each one cert (1#€) that seid price of zatural gas may vary
above or below said sixteer cents (16¢) except that in emy month
during which fuel 0il is burmed in the compaeny's plant for <he
generation of electric energy, and whencver the price paild by the
company foxr such fuel oil L.0.D. its storage tenks shall vary above
or below sald price of opme dollar (£l.C0) pexr berrel, then the
above base rate shell be increased or decreesed by two hundredths
(0.02€) of a cent per kilowatt hour for each change of five cenis

(5¢) that sald price of fuel oil msy vary above or below ome dol-
lex (:";I..OO} .

In applying the above fuel c¢clause the customer's rate
per kllowatt hour shell be based on the Luel used during the
monthly billing period. If both fuels were used during the
montk and the consumption .was less than 400,000 Xw-hrs., then
the rate shall be based on elther the above 0il or gas ¢lause




depending on which fuel was used in excess of the other in terms
0% total heat urits. If the consumption was 400,000 kilowatt
hours or more and the 01l used was 10T more than 10 per cent of
the total in terms of heat units, then the gas clause shall de
used. In the event the consurption was in excess of 400,000 .
kilowatt hours and moxe then 10 per cen?t of the fuel in terms of
heet wnits was ¢1il, then the energy rate shall be determined on
the basis of the heat units consumed dy the respective fuels.

SPECIAL CONDITIONS:

" (1) Determination of Demand: The meximun demend will be
meesured by -demand meters or indicators t¢ be furnished and in-
stalled by the company. The maximum dexsnd in any nonth will be
the average number of kilowatis indicated or recorded by the sdove
meters in that li-minute interval in which the comsumption of elec-

tric energy hereunder 1s greeater then in any other l5-minute intere
vel in the month.

In the case of hoists, elevators, welding machines, fur-
naces and other installations where the energy demand is intermite
tent, or subject to violent fluctuatiors, the company mey base the
consumer's maximum demand upon & S-minute interval insteald of a
1S-minute intervale.

(2) The total charge for any one morth is the sum of the
demend and. energy charges.

(3) The demand charge for any ome month shall be based on not
less than 50 per cent of the highest demand determined during the
preceding eleven monthse.

(4) This schedule is not applicable to stand~by or.auxiliary
service, nox 10 service operated in parallel with generating plaxnt
of customer; nor 1s it applicable for resale of energy by &ay per-
son, firm, corporation or other orgemization to be resold in eny
area served by this company. :




SCEEDULE Nel

(Canceling Schedule No. N-1, C.R.C. Sheet No. 225-G)

Rates and conditions to be the same as included under
Schedule No. N=l, C.R.C. Sheet No. 225~G and the following addition-

al provisions %o be included under rates and the Special Conditiors
tkherein. . '

nsert Following Under Rate in Sehedule

Vinimum Charge
R The minimum charge will be $1.00 gross or $0.90 net.

SIECIAL CONDITIONS: Insert Following.

The owner or operator of an apartment house of four or
more separately metered apariments may elect, upon assuming respon-
sibility Lfor payment of all gas bills, 10 have all the meters billed
under this schedule on & monthly service charge dasis in lieuw of the
reguler monthly minimum charge baslis, dbut in mo case shall this pro-

vision apply when less than 50 per cent of the total number of such
zeters are turned on.

The rate agpplicable to the sexvice charge basis will be
as follows:

Service Charze (not to be prorated for part month service)

Gross Net

$0.60 £0.50 per meter per month.

Plus Consumption Charge

| Pirst 200 cu.ft. per meter per month 20.0¢ per 100 cu.rt.
Over 200 cu.ft. per meter per month the corresponding
rates In reguler schedule will apply.




v
SCEEDULE NO. Ne2

(Canceling Schedule No. Ne2, C.R.C. Sheet No. 226-G)

Rates and conditions to he thefeame as included under
Schedule No. N=2, C.R.C. Sheet No. 226=G, and the following addition-

al provisions %0 be included under the rates and Special Conditions
~therein. . -

Insert Followine Under Rete in Schedule

Minimum Chaxge

The minimum cherge will be $1.25 gross or $1.15 net. -

SPECIAL CONDITIONS: Insert Following.

The owner or operator of an apartment house o four or
more separately metereld apertments may elect, upon assuming respon-
sidility for payment of =1l gas bills, to have all %the meters billed
under this schedule oxn a monthly service charge basis in lieu of <he
reguler monthly minimum charge basis, dbut in no case shall this pro-
vision apply when less tham S50 per cent of the total number of such
meters are turned on.

The rate ayplicedble to the service charge basis will
be as follows: ’

Service Charge (not %o de rrorated Tfor mart month service)

Gross Net
50,85 £0.75 per meter per month.

Plus COnsumption Charge

First 200 cu.ft. per meter per month 20.0¢ per 100 cu.fs.
Ovexr 200 cu.ft. per meter per moath the corresponding.
rates in regular schedule will apply.




SCEZDULE NO. 3

(Cancellinz Scheaule No. 3, CosR.Cs Sheet No. 239-C)

GENERAL GAS SERVICE:

Artificiel ges will de supplied under this schedule for
domestic and commercisl purposes. ‘

TERRITORY:
Applicable in the City of I:scondi:‘;o.

PATE:
Gross Net

First 500 cu.ft. or less per meter

. Nr mnth........#.‘........ $1.;°o‘ $°.9°
Next 1,000 cu.ft. per meter per monthR... 1459 le49 Per M cu.lft.
r 1,500 b " " T e  le34 ls24 ™ v

™ 2,000 7T & o : ? eee  1.04 o904 "
" 5,000 . . - LR R 079

Qver 10,000 =~ \ . " SN \‘ 5%

The above rate is based ox the present price of oil at
95 cents per barrel, f.0.b. Sen Diego, end is derived from the L yon s
Dilcation of the basic rate and oil clause as herein revised and
estedlished in this decision. (The differentisl so estedlished is
21 cents per X cu.ft. below the basic rate.} Such basic rate and oil

clsuse shall hereafter be used as a basis for adjusting the above rate
To meet oil price chenges. } S

MINIMOM. CHARGE: ',

‘e ainirom charge is $1l.00 gross, ?;:r $0.90 net.
FROMPT PATMENT DISCOUNT: '

A1l %{1ls ave rendered at the gross rate shown adove. A
discount reducing the bill to the net rate as shown 1s mede for prompt

peyment in case bills are paid oz or defore the date due as shown on
the bd1ll rendered. \ '




MODIFICATION OF C.R.C. DECISYION NO. 9412 (APPLICATION NO. 6078)

The following basic rate and oil clauss shell hereafter de
used in liew of the baslic rate and oil clause established and set
Torth in Schedule No. 3, Decision No. 941Z. In ell other respects
“he provislons applicable to Schedule No. 3 in said decision shall
rexain in full force and eoffect,

RATE:

Gross Net
Pirzt 500 cu. ft. Oor less per meter R ,
pe:-’.“ mm [ I XN XY R RS R Y FF LYY Y Yy $3L.°0' $OQ9°
Next 1,00C cue ft. per meter per molth..s 1e80  L.70 Per ¥ cu.ft.
T 1,50 * hid " T S P82 1o4S = w0

T 2,000 T . " < " " eee Le25 115
o300 Tt M " " " T eee , 1.00°
Over 10,000 * T : " " eee | 8%

The above rate, except for the first 500 cu. ft., 13
subject to decresse on the basis of 3 cents per 1,000 cu. £t. for
ezch 10 cents decrease in the cost of oil below the price of §1.65
per barrel L.o.d. San Diego, upon approval of the Relilroad Commis-
sion of the State of Californiz. Change to e %o the nearest ome
conte. : - '




SCHEDUIE X0. 1

(Cancelling Schedule No. 1, C.R.C. Sheet No. 50-F)

CENTRAL SERVICD:

spplicedle to gerercl steoxm hea?ing service.
TERRITCRY:

A poxrtion of tihe business dist trict of the City of
Szx Dlego, valifornia, 23 deseribed in vﬂB Preliminury State~
aent.

ZATS:

Conzumprion iz Pounds Rate pex

of Cozdenzation - 1000 Ibz.
Tirst 75,000 lbc. Der montheceeeccencescenres .89
Next 75,000 1lbs. pel moRtReccercconvonccons .80
\eﬂ &50 OOO lbw- '061' mOr..tb.---...._., --------- -71
Over 300,000 lbzs. per montlececcrennecconcsa .52
WINTVUN CEARCE: | ,
; Medm Lo,
Cubic Teet to be Heated j pifede! taly Charge
TUp to 50,000cccccncenoncncnncacces e 22.50
50,001 to loo,ooo..‘ ........ - o 808 >ssse - = e 4-50
loo,OOl to lso’ooo-...l. ......... *e s o - e 6‘.25
150,001 %0  200,000.cccnccccoccaceccnnccas . 7.7%
200,001 to 250,000.cs0c0ceceen cososoe crens 9.25
250,001 to  300,000c.ccceceraas ceseocensens 2050
300,001 to 350,000.c.ccccccrncecs lnaconosvse 11.50
350,001 to  400,000.ccuccccecncncencscannns 12.50
40C,001 to 450,000..rccnccens casves cresae . 13.50
450,001 ¢ S500,000...iceccccccncensan eeeses 14.50
500,001 %0 600,000ucccecccccennncae cesonas 16.00
600,001 o 7090, OOO..............; ......... 17.50
700,0C1 to S00,000.ccsen.. cacsas wetsseneea 12.50
800,001 to 900, T000uennnnns recsernasencs e L19.25
900’001 to l’OO0,0'OOl......‘...I-.I.. ..... - zo.oo
Oover 1,000,000 cueesccncocncecacancen 20.00

SPECIAT, CONDITION:

Sexvice un&c* this szchedule 1z grarted inm the firct
instance for not less than one yeer.




SCEELULE NO. 2

(Cancelling Schedule No. 2, CuR.Coe Sheet No. 52=E}

CPTTONAL GENERAL SERVICE:

Applicable to general cteam keating service.

TERRITORY :

: A portion of the dusiness district of the City of San
Diego, Celiforniz, ac descrided in the Preliminary Statement..

RATE:

(1} Service Chaxge
yo0.00 per service per month.

Plus

(2} Commodity Charge ‘
40 pexr 1,000 lbse. of condensation per montk.

(3} Tuel Clause

The above commodity charge Ls based on & price for fuel
0il L.0.be the Company's oil tankz, ¢f seventy-five cents
(75€) per barrel, or for natural gas used for fuel iz Companyts
clectric generating plant of twelve cents (12€) per ¥ cubic
feet at Rose Canyon terminal station. Whenever the price paid
by the Company for natural gas f£.0.b. Rose Canyon Terminal
station shall very above said price of twelve cents (12¢)
per X cubic feet, then the above commodity charge shall be
increased by three ceats (3€) per thousend pounds for each
one cent (L#) that said price of nstural gas mey de in ex-
cesg of sald twelve cents (12€]) except that in any moath
during which fuel oil ic durred in the Company's plant for
the gensration ¢f steam, and wheunever trLe price pald dy the
Company for such fuel ¢0il f£.0.b. its storage tanks shall vary
above sald price of severty-five certs (754} per barrel, ther
the adbove commodity charge shall be increased by three cents
(3£) per thousend pounds foxr eack change of ten cents (10¢£)
that seid fuel ¢il may be in excess of seventy-Tive cents
(75¢), but in no case will the commodity charge de less than
the base price of forty cents (40£) per thousand pounds. Change
to be to the nearest one cent.

In applying the above fuel ¢lamse, the customer’s rate
per thousend pounds of condensation cshall be based on the
fuel used during the monthly billing pericd. I both fwels
were used during the month, the rate shall be based on elther

. the 01l or gas clause depending on which fuel wzs used Iin
excess of the other in “erms of total heat units.




SCHELULE N&. 2 (Cont'*d)

MINTMOM CHARGE:

v

, Tke service charge as shown a.bove}'g shall be the minimum
charges

SPECIAL CONDITIQN:

Customers desiring service under this schedule shall

contrzet for the same for a period of not Less than IZ consecu~
wive months.




