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- ‘the Commissicn’s cwn metion into the ..
. peasonableness:of the rates, ete., of
.+ SOUTHERN . COUNTIES GAS CO.-?ANY OF CA....E‘ORNIA
covering gas: semce. TR

Case Ne. 'h716- '1_’: -

' 4 r ma
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V'opzxxow~oxioansa 20 SEOU CAUSE

THc Proceﬂdingu. , ‘ o
on ebruary 29, 19LL, tho Commis sion,on its own motion, ingtituted :
oan. invcsuigation into the reas ooholenes- ot .hc “dvGo, c“argeﬂ"ru_e " ﬂgu--l

laoion ; claosificati a3, contracts and practices of Souxncrn COuntiea Gas

"-: Comoany of Celifornia.

Fearings were helo on ohxs matoer on Juae 7 8 and 9, lQLL in Los
: Angeloo, ao wricb t_me there: was ' p*e entcd by the stafl: he Commi sion
crtain cxhibit and testirony relut ng to Reupondcrt Utilitj" operating

" revenu s, expensee, rate baoe ard geoera_ financza. condition ’or the 12-month;"

, pcrxod cnding June 30 19L3, thc calcnder year 1943, and thg trend of ce-tai. }V‘ .

-opera ing revequee ;nd exponqes fo- the lZ-morth oerzod end;ng Aprzl l9LL-fu_oe
o | On June 27, 19LL, the. Co 1105101 ;ssucd an Order in tho case di-i
) rect*np the cor pury to ,how cause. whj irte*zm rateo for gas ebould not bc

'made effective, correopond_ng vO kS groos revesue . reduction that would "esult




[

'b&.thc elihination'in wnolc, or in part, ‘srom op@*azing g)pcnuo, of foderﬂ"“
; way tgxe (l> ”he date set for: xe oondent Uzility to unzwe he Orc;r to Sﬁow‘iri
’ é:;zse was l'u. sday," J..ly 27, 19u., in the Com io'z’s courtroom ht the s
Build;ng in uos:nngelcs.“ | BRI
Concurrertly wxzh the ‘;suancé oL he Orde to Show C_use iu Ca,e
o No. L?lé the Cowmisuio” on its own motion {ng tituued a benc*a* suate-m;dr
| inves gation, under Case No. L,BI %0 i re. into uhe ef’ect of fedcr mcr;'“
taxes upon thg revemues hnd opc"ating expcn es of public utilitieg.k;;-") 7
" :ollcwing the inst.tutio of vhc pcqcral 1rvcsozg~tio and prior tO'”
‘thé July 27 date, Ll public utilitieu, all of mhcm wore pu*tieq to thc gcue al
"investigatzcn, filcd with he Commiswion a petitioq for intnrventzon and fo.( 3
1: contzruance of the Order to S ow Cuuac in'Cese No. L716 urtil suc time as’ whcﬁ'
Conmission had concladod its gcne*hl iaves zgation in Case \o. L731.‘_‘_  7‘
| nt the opca.ng of the rhow cause order hear;np on July 27, t“c
requegt of thc ut‘lities seexi“g interventi on w~,-°*antcd but their ~--ee'm:s'c,
B for cont inuancc was, denicd. u“e ‘same ‘;mé Respoqdou* "tility's reouest for‘
- contiruance was lixewi,e ce cd.. In dcrying thc *ccuests ’or continuurce 7
it vias - indlcaznd thht ‘t,wa, qot myl_ntenzion o recommend to thc Comm;ssion thei'.'x o
';z ;ance of an interim rute o*dc* rel ing to- the urea nent of war taxcu be‘orc‘:y?:-”

the holdirg of hearxngs in the general nvcst gavioq ia C *e No A?Bl (2) & (3)  '

(l) For th» purpose of this proccedlng, ﬁuderal uhr t_xes uhall be conotruod
. to be.all federal excess profits toxes and other federal income’ taxes,
- which are 'at.rates in excess of .the highest rates prevailing under uhe
' Intern&l Qevenue Laws applicable vhe yuars 1936 to 1939, inclusive.

Public hearings were: held both in thc cmties of o5 nngclss and San
 Francisco on August 10, 11, 18, 21, September 11, 12 and 27,.194L,- und
-;-uhc magter was: *uomitted on thn lust nhned date Lor deczwion on,briefs,

ipula ion, certaiq portioqs of thc rocord in Ca e Nd."h?Bl”éfé‘té be .
conoidered included in this case; namely, ,tutemcnt., testimony, questions '
and answerz given by lessrs. ;_rlu u, Hozcll Clary, Quiaton and Tillmun..
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. The Southerﬂ Counzl Gas Compuuj of Cu.zfor é:islé mholly cou-?;f?
'{vro*lea subszdiary of Hc Pacific ~igbting Cc*po tio”., Pacific Lishting
'Corporatlon -iRCWisc co“trols Sou hcrn Cg- .o.ni1 Ga ;‘Conparj.}f"he mgnagcment
gnd control el he tao gus ut _lities are cl ulj coorc*nbtud The re ponacqt
 33~ conpany 1, ~Lcr the sma_lcr of uhe two ciut butinb Ltl;itits ud serves r'
"approximutelj 229,000 cu,toncrg -n‘-bou‘ 125 cmtics, towﬂg, ‘end communltieq’
) mn vhe ccunt es of ﬂos' ngeles, O“a.gs, s a Be*aard;no, Ventura, Sanza Barbar_;

i nd Shn uulu Obigpo., Auong tbc citieg rec;iv:qg gas v icc rc Lou Angelc
Shnua An“, Shnta onic Sdntu Barbara; Whitumo., nrc an; ?omonh, Ontario,‘“
‘Santa‘}.’;ana, :md Sa. ‘uu:L, Ob po. B\.tmnc. ges fcrvicc, o .2 s-naJ." scule, i..,
ai&o;re adered. i 5 coms nd ie : ' | _“‘

a _ The uerrltory s»rvod oy uhd Ccmphnj _n whe “o*t“eru part of ;'
'f a“bara Counuy and 1n Sen ~uis Obispo County was, p*ior to \cvember l 19&1,
servcd oy«the-uanz Ma*;a Gﬂu COﬁpu. . Thc ope*ations o’h'ne two companicu
f.were ﬂergcd < hgt dute. Thi, terrmto*y new ccnuti wtos the “o..hcrn.‘;
Evopcrat ng di,trict of tbe Sou Count ¢5 G s Coz 3 B
o A résttupe of ortifiCiul a“c n“tur gas” (w_xod ras) %as served i. he
"Sant° Baroara area; fron bt 2’ e 1928 “m;xud g“u liKGWIuC was servcc in th |
an:a mon_cﬂ Buy riet f"om’_916 %o. 1727.- S_ncc July ;928 nhtur 2 bas has
beeq qcrved uhroushoum the uyut

AV .he end’ of 9L ;'tre Comphn ned in ovc*at;on.o it —jstém _
~.;.»p::'oxi.:n.a..o-il.:y" 3,76L “ile~ et =. ,Thkr ggroga*e ra cd cap-c_tj of al’
Qitprﬂ of sLor gc Holde*s in opcraticn‘;n Dcc»noc* of 9b° waa approximatelj
| ‘93r m*. lon cub ¢ ’eet. |

Gas ,ervice is rcnderrc o" the Companj undo* whht muy bhvcalled
jns'h;jor el acsifica.;on;.‘vThe e are as fo-lo%s:

Ccneral Service :
,Comne*ciu- and Firm- quuytrial Sa*vicc ‘
Surpluz Industrial Service ‘

Gas Engine Service.
Qther Rate Schedules.

‘;g;L




-t ohe orescnz t ne 5eneral ocrvice of natural ga aad butane i,‘ ‘i

rendored under 9 rate ,c“edulco., Thcse 3chcdulcu are of thc bloc? tjpc of ‘

'rate and carry morthlj miqimum cha-gcs pcr metc . aevc*al of the e ,chedule,~
contain fuel oil clau“e,:-nereby some . of" tbc b ock rates arc contingcnx upon o
'the po,ted p-zce o; fuel’ oll. A limited oortion of tne acrvzce is ,old urdc"%f

_vPec-ac contrdcts." . ‘i o |
" In order to show - the relative - lmportanco of. thc scvoral lassos of “."

, scrvmce as to revenue. and the qua t*tj of g”c so.d tho follovinw data arc
.;pre-ented-

12.Jonths Ending Ju"chJ l9a3
. \ Revenue + - M.c.fs Sales .
Class of Servies’ . Lot . fheunt sPar Cent: ~ Amount :Per Tent:

Totel Domestic 8 9,110,857.27 - 73.55%  Gl3,297,9L7 ' L2.51% -
Commercial " C 0 280,481.93 ¢ 2.26 809,066 2.59 -
Total Surplus Indusorial 1,503,657.72  l2.1L 10,609,541 3L.18.
Gas Eagine _ - 236,920.26 1.91 719,189 2.30
Vinolesale - ‘ l ' N 762,2L9  13,.2°
Total - 700008 - B3%,277 /992" -100:00%

The laat geqerdl rate *cduction, and this dzd nos coVer the Company'-

,'cntirc sy;tcm, anountod 20 approximately oBOO OOO cnd bocanc cffcctive e
Janucry 15, 19Ll-t ”hc lcv of Rospondont'* gas ra.e, io about hc oamc a*
‘other rates chcrged for oim;la. scrvico gn ouvthcrq Ca_zfornic.f Such ratco,'
howover for *irm ,crv*ce ;rc h;gher vhan 1n nc San Fr.nczoco Baj aroa.’cr_
Thc record show that tni, Utilltj hac enjOch a good earning oosi-"
'tzon for a long permod of "ears.' It zs coneervat vely fznanccd,‘lts inxcreut |
‘obligctions bezng limzoed to low intcrcst bearing boros, and interest for itu

deprcciat on reSchc r;qu&rene“to. "ho oalurcc of xts aet earn;ngs are cvni*ablc

o for common gtock dividendo ‘ana surplu- L)
‘fThc Record in the Initisl P*ocoeding 'j _ :7

The Commiosion'o stcff through _ts cngiqeors s.nc'. uccountants, cub-
'n;tted on Juﬂe 7, 8 and 9, thrCc cxh;b;to dealing with the *esults of opcr-

© ations of. Responoent Gas Comocnj cxhzbit mo. -¢¢Qtu forth in- considerable

[

(4) Trrec per cent bonds out-taoding °12 610 OOO 6 pcr cent inking fund ‘
- preciation reserve as of Janvary L, 19&3, 911,232 718;- 211,000,000 - common

'j-stock outstcndins, and unappropricted ,urplus 25 of December 31, 19L3,
8L, 952 009-:v L L L S e

e "_;(

. _,_5_: .




‘ detail .a:-c’.’iu:smm_ri"fc.;rm the aetusl. rﬁco*?d'.d "irure..; '.for i."xe year 19142,:'"&‘1& |
L2~month period cﬁd.ng June 30, L9L3, and adjusted fxpure“ for the lhtte*-y@area"
. Exhibit Ne..2'ica IUDATY tabulation of the. recorded and adjusted '
results of ‘operatioas for the year 19L3., _xhibi* No. 6 preseats-a. trend o*,;:
‘onernt ng revenues and ¢certain: expenses by mortho for the lz-monzh perioc end= -
ing‘April l9hh.u Such tread, exclua;ve 0% taxﬁs, incicatc* ‘that reveque and
carn;ng are still- -dnereasing. In_ ummhry form the opere tiag rev«nues,cxpen,c,, ‘
net revenue, rate base aad rates of *efu“‘ias' rth in Exh;bit No 2 ’ollcw' |

R '--.,v T .
. . .

o ERTRT Coe T Ve&r l9L3
R o o -z . Recorded T nd;just.ed

" Operatine Revemues . :
Revenuc Lrom Saie. o’ G-s

312 8L7 069.38

L.isc:x,llancouv Reveaues -, :
Total Oper tim'_; '-'{everues B

.Oper:..t:.nr mnenses

Operatlrg gxpenseu,(Incl. UﬂCOl“CCulohC‘)

Ta.xeso b
‘Excess Profmts Tax . '
:ederul Normzl: Income ““d Su:tax
Al’ Qther- Taxes
- Total Taxes -
‘Z.Depreczatio Expense-- o
6% Sinking Fund -Basis . .
6’ Yodified Sinklng Tund ”asiu ,
Total Operating Zxpenses: .
6% Sinking Fund Basis: v
6% Modified Sinxzn* Fund B eis-
Ven Revenue: -
. 6% Sinking Fu.d 3

te Base .. Y,
Uncepreciated
Depreciated -,

.Rate of Return . .
0% Sizking Tund’ ..,a,...i*' S
6% Zodifxcd Sinkzng Fund 2

slz;esz;aoa;so

1 260,209.43

260 3809.43

R 13,1a3 21,-93,”,,
5ao,ooo.oo'ifsf--

- 928,000,007 - -
l'Oh? 012532 o

13,107,878.81.

" 933,785.00 -
- 768,000.00
1.0551877.00"

,517,012.323v4;

58026100 .
1,2500227.00

2 75&,662.00

50 ,26a.oo
1,25L,227.00

10, 608,739.,3-1,,':-;!‘%;'1.

._.',10 821.,506 u.
n_,we 458, b

6% xbdlficd ankzng 1”unc’. Bﬂqis

13®

T¥1082 702.33-'3*

3 2; 53L,L7a.6o:i€ff :
s |

p 860 511.60

36 6ez., oo

6 91%
7475

, 3
“'~;$

2,283,372.67
3

'336 6sa,ooo.oo

sza 92k ooo.oo |

6.22%
.Aé%

(5) Exhidis mo. 1 iz civided iate the Tollowing- chapters and. *ubjects._“,

'l - Introduct;on
II - History - L
III = Prcsgent. Oneﬂﬂtions

VII' - Operating :Revenues

" Uneollectivle Billa

”%c Cocmi,s;on staflf members N“o joint’y p*cserted and tesuificd e thcse ex—;‘,j
hibitz:are Roy A. Tiehe, Assistont Director, C.T.Mess, Valuation: nagineor, ViuBe
Gas Enginecr, T.Stein, of the De= .

. . '(vuse-lu,

"(6) Through oversight a pa-tial duplication oceurred in deductions ia: déve*opirg
~Accordingly, the rates of return set forth dn-Zokibit:
nking fund ba“is bcconc 7.35% and 6 36% reupectivc’"w;w

 the depreciated rate base
* No.2 under the modified s
in lieu of tho e snz fortn abcve._.

I
ity

, S -
IV - 3alence Sheet . . , XN -
V - Inceze Statemeat Xz

VI - Deépreciation Rescrve oL XVIT

. - XVIIZ
VIII = Procuction Expenges:. - . XIX

- 'IL - Tranemissicn Zxpenses. Pod

© % = Distributicn gxpenseu: COXT

"’XI '~ Commerclal Expenses.and XXI*~

Rescareh Engineer, Lleyd E. Cooper,
partment.of Finanece and Accounts, P.n.DLfcur,

Fixed Capital .-

Rate Base.

. AIT = New Business Zxpenses. ... -+ 0
XIII - Gcnc*ul and miscel ancous Expenscs-
,*..:res ‘ o
Cleu.-ng Account, ,"

TR
t

Present Talue of gundg;”t‘

.ﬂcvued Depruciat;on

Depreciati .r
"Sunmary of ua*n*ng*fﬁf

Annuity

"us:omer Analy io und dse of Gh

BPeAuliste, Saeber 2nd G. 3.
Week, engincers.in the Public Utilities Department of the Lommissions o -

7’1&89’580‘2—1& o

609,1.09.6“' .
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- Add' tional Rocord. Ln the, Order to Show Causc.

v ‘

On. the rotum date o-" the Order to ahow Cause (bagifming o’ July 27

and continuing on July 28 Ax.guat 3, L, 16 17 and 22), the Respondent Utilit,,',

: through mtnesses and argumem:, dc answer. Thc ceae on. thc Crder to Show
" Cause was submtted at ‘c.he date of 't.he last hecring on August 22 on bno""s 'to
iled concurrontly by 'the Ci‘ty o" I.os Angeles and. Reapondcnt Ut.ility' wi'::hin :
4. “i‘tecn anye a:‘tor 'chc laot hearing :Ln tho scneral tax Caae No., h?}l. Caac |
No. ,h731 wes concluded on ooptember 2’(, 1914-&, emd. accord.ingl.r ‘orio':s in th.‘m
mattcr wcre duo on October 12. | Hwever, Reepondent Ut‘lity reques‘cod th.at
-t bc given until October 25 md such roquest was g-anvod to 1t and. to thc Ci'cy; 'I
of I.os Angelcc. The: bricfs wcrc led on Octobcr 25, l91d4 f ‘, . B
- Rcspondent Utility, thrcu@a ‘te Consultmg Engineer I.oron W Eaet,
_offered rcbu‘c‘cal toetimony and in a.stion, introduccd certain oxhibito doal- '
ing with fedcral 'cax mttcrs. . 'mzc robut.al tcatimow of Mr. Eaat 'wont
' eescntially to tho cetimtoa of :nisccllanoous rcvemw z:nd ratc baae prasentod.
“\by ‘:.hc Commi...aion'a staﬁ‘. In rcfcronco to revonuco, Mr East pointed out that :
_under misccllcnoous rcvenues or’ somc wo hundrcd s:xty thouaand odd dollara -
8ot I *‘orth in Exh bi‘c No. 2 approximntcly $108 OOO wao sﬂcurcd. from past trans-. |
octione rclating %o camod carry.ng chargeo on tho fimncing o, customcr
o appliancce and such maaoya wore of 2 non-rccurring mturo and should be exélu--"
‘ dod. in any consid.cration of tho Utility'c future carningo 'I’hc Utili.'cy, :.n :
, prccen‘bing :Lts 'ric:ra as to rm:c baaes, uaed the oncs prescnbed by the Commio-
' aion '3 one;:.ncers 1n Exhi.bits Ms. 1 and 2 (on ‘cho bacio of historical md.opre-
'c.tatod cost) with cor'o&in. upward. ad.jus.mnts Sor worl:ine; cash capital donx:-‘ o

) 'cions in aid o,, cons‘cruction and. other 1.1:6:35.(7)_: N

(7) Rcspondont U‘cility 8 hﬂ.storical und.cpreciatrd. rate base ves. higher thar. the"
: Comission'a steff'a ¢otizate by the followinr » X
By Work in Progress . . | | $ 9,211-8 7 W
Working Cask Capi‘ccl A 898 20025 - .
Donations 4in Afd of Cemetruction - = 1, 148, ,T37.85 5
Cus‘bomors' Mvanccs Sor Construction IR lO’f,hjo 0L . .
L CTotel: . $2,163,636.921

,.-7_- .




-It'—io‘thc positién o:’ Rcapond ot that: all mxes paid, s.ncludine, tho
o.cccoc profit tox, axo. proporly charpoablo to gao opcrationa and, rurthor, o

thorc io no. d.iroct comparison boWoon "toxablo :anomo and. "nct oporatins

"

.incomc" as thc lattcr 15 uood by regulctor;r cuthorities :.n rato prococd.ing. |
,such as this. Mr. Eaat, in his mwcis of *r.he ~odcral Rcvenuc Acts, poin'ccd.
out that it wag a m...atekc to cscume that cxccsc prof..t tax liabila.ties arooc |
solcl:r from add..tioml rcvcnucs from th» oale (4 gas._ In oupport of thi..,
viow ho poz.ntod out severol 1tcm:3, amng Vhich n:ay bc nomd- 1‘“'7“ |

© The pcnalty suffercd tax-wise by Respond.cnt on accoun‘c o:' refimncing

© subsequent to tho bccc poriod becauao of lcwcrmg of the 1n'tcz'cst
',rato, _ . « ,

'.'L'hc allovancc of onl,y 95 pcr cent of thc bacc period nct tcxablc

1ncom for the eXCcoas pro*'it crcdit, and. L

‘ v e "
"'he d..‘.aallowance o 1xed capital additions sinee tho baoc period
- other than those consldered cc.ecquity capital (practically oll
aow capital ‘has boon o‘ch.cr than oquity capiwl). S =
In addit..on t.he Roapondent U'cilit.y, t.hrough 'ts vzcc Pz-osidem: anc.
General Manager, A. . F. Bridge » and. o‘c.her witnesse , presen‘ced. cvidonco and.

'tcstimony dealing with the "‘u‘cure eamincs of this Utili‘cy and thc general

| .  »“"cconomic outlook for oouthem Califomia (8) Mr.' ?Brid,ge roviewcd hia company R

operating poeition with part...cular omphcsie on- t.ho mcertaintiea of the rocon-- |
version and postwar pcriod, when war induatri.os aow 'bcz.n.g aupplied mie.ht
‘rovor't %0 civil on opcra‘cions or coasc. "co ‘be - ugers of gas serv:.ce., :EIc wrm of
. the opinion 'tnat while preaen‘b cxpenses reflcctod h 311 overt:.me mée ratee yet,""'
'{‘becauoe actual man . houre wormd. woro lese tha::. :Ln. normal timea, his company _
probcbly vould bo faccd v‘th increaaed pay roll chareec o3 men returnod "'rom
_ scrvico and conditions becmne morc norml 28 to worzine t.’mo Mr. Brid.ge was
liquite pcssimistic as 'co future ae.minge of b. company and expreeaed o foor

e

that un.‘.‘uvorable postmr conditions mgh cau.sc thc rc'ce of retu:m to fall

"

"below 3 per cont. D

(8) M::'.'J . H.. Johnson,vCoo:'dimtor for the, Citizens' Manpower Committee for Loa
‘hageles, and Dr. D. F. Pegrun, Profeszor of Economics a2t the University of -
Coaliformia~at Los Angeles, prosented statistics and general .opinion:testi-
‘meny ‘a8 t0:labor and eoonomic: conditions now and in' the:postwar period..
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- Roy A. Wehe, of tho CQmmission 8 Suﬂf ,"pre,enxod evidence and
toatificd as Lo’ the 1nnerent stabil*ty of the uuility 1nduutrw3 pointinn to past
B recor&g following World War I and in tho deprcssion period *cllowing thc 1929

) 'bus‘noss crash. while he rccosnized that tho rcconwersion period would prcscnt9*

; ' many tryins probloms, Wchc said he bclicved Southern Cali‘ornia was fornune thsil.flo

base ’or large induotrial expcngion Ln'which the Recpondent Utility would
fully snere. ;3 - L S |
o nvidence wos presented by t.c s not only of tho Rcspondent

Utili ty and the COmmission but lzkawiso by thc City of Loc Angeles 1ndicoting

the ratos o* return that woald result oz the basie of 9&5 ;ncomc ‘f thc eross f‘7 o

 révenue wcro rcduced sufficienxly‘so t_at 16 excess profit tax liability would-f
be anurrcd. Indicative of thcac ostimates thc *ollowing 'igures arc pcrtinenz. ['

-

6% Sinking Fund . - ¢ . :6% Sinking Fund:l.

Undeprecicted = ~“‘:,Undeprec1atod :ﬁi

A : o Ro¢orded: : Adjusted ¢ UAddusted e :
Opcrating Revenue $l§,lh5,213 95 : vl3,107;878.81‘55 $12,9995h73_f |

Operating Exponccs Othor ‘than - - ’ R
Fedoral Incomc Taxca .- 9,1ho,739.53-' 9,123,721.1% - 9,118,617? 

Federnl Income Taxcs _ , e S
Normel Tex 8t 19%.. ' 568 000.00.  583,602.00: 56J;97u‘f'~
-Bolance Normal Tex & Surtex - " 360,000.00 184,%98.00 .. 162,706
© Exceos Profits Tex: - : 5h0,000 00 - - -932,785.00 -« - 932, 7§Qf%.
'I‘otal chcral Income Tuxes 1,u68 000.00 1 700,785 oo._»., o1 659,1*65 8

, th Rovenuc Bcfore e . T g 17
‘Excoss Profits Tax $3,o7h u?l« 6o‘- $3 2:1.6 157 67(__ .,3,15& 3.76 -

‘Rate Base S o 35,68, ooo 00 .:36 681» ooo oo?'-‘$58,81»7,

Ratc of Roturn Bo‘oro Erccoe

C.R'-C. ‘Bacz.s, . et Company Basic : Lo

°rofite Texoo. . 8 33% L "8:7+%;'},. ‘«' 8 12% ;  o

Rcduction in Grose chpired to. o _
- Remove - Excoss Profits Tex . SR o
mabmty BRI ‘$1,068,ooo.oo ©$1,210,000.00 - .$1,210,000

' Rato o Return i Erccss | | | |

. Profitc Tex Liability S | g I
L Elim.im‘ccd SRR - ' o 5.63%




| Tho C:Lty, through thc Chio.. Eng:ncor of :.'cs Depart:nent of Public

R vmmco, Smnlcy M. La..ham, prosentcd., in addition, oxhibitc ond tcatimony

: relating to the C.uty s requos‘t Tor an cdjwzmont .tn t.ho m..nimum c..art:'e 1::. the
' Santc Monica ..x-ca, a8 well 26, lcrwer co:modity rateo In 'tho Earbor :D:.ctrict.

ouch ad.justmnts, m *nc op_nio* of Mr. L_n.ham, should bc mdc ohead o:‘.‘ e.n;r |

concral diacount rod.uct:.on, i:.’ the le.tter ahould. bc usod b,/ ‘che Comisaion in

diotributine, any rm;o reétucticno.

Modif* mtionc Due to ChanJ:La 1n Dcprcc.aticn

A" 'c.hc closc o" tha lao.. hcaring ..t wag utipulatad by tho purtics o"‘

a.ntercot tha* 1*‘ thc rcopoctivo ota pof ] o:‘ the Raspondcnt Ut;.ls.ty a.nd'. oi' tho
Commiscion could get togcthor ane. agroo upon o cv ochcdule o. J.ivoa that would |
havc tho cffcct of rcc‘.uc.‘.ng the annual dcpreciction cxp'nec burdon ae n:oasurcd
‘.by tho 5 cnd 6 per ccr.t sa.nl" ng "und annuitiec, then such '-chcdulea o..‘.' .'L.wec
would be dccmd 2 part of thc rccord.‘ ' | 7’ | _' R
A deprociation schcdulo of livcc waa worl:cd out and cgreed upon b.,r
' oach of tho recpectivo stu"fs nc.mod and it ia heroby dcaigmtod as Exhib‘it ,
No. 1.8 Thi* ochcdule' of liveo e.nd thc attachmcnt thereto shw thc -"ollw:.ne |

.dcpreciat on . a:muitica predicatod upon tho averago 1914-3 capital- (9)

5,Pcr Cent .. : . © .?or%ont ,
~ Sinking "und."" ' Sinking Fund

Exhib“ N°'12 e SR $671 9“* Rih $580,26’* o
j EBhidit To. 18 o | | 3572, 897 T IRA R

(9) In sotting "‘or'c.h the schedule o*‘ lives, Exhibit No. 18 in pa.r‘t., swtea- , |

- "It should be mderstood that tho rw.sad lives sot forth in o

- "‘xb.ib.gt A cre not the result of an exheustive anelysis:-of the company’ 5
exporience, and further lavestigotion mey Indicate the need for: revision. -
It chowld be . perticularly noted that uncertainties reletive to available .-
supply render it particularly difficult 10 assige 2 life to tke San mogo
transmission line at this tizme cnd the life.of 50 years shown in the '
trangmission accownt is viewed as high wnless the: present availablo gos :
smply *co oou‘tb.o:m Cal fornio is augmcnmd in: t.he futwo. B R TR,
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Disouss ion o’ Evidence and Conelusi

As: this i~ an _nto*im opt tnion and o—dnr.'  'iﬁal pfoooo cor ooIOﬂifﬁ
.Ho d; erence hat h¢ve cevoLOped will not bc made. ‘SOmc}diocossioo},‘
;ssue : nd diffe'chﬂs, Hoxovcr‘ is bolieved qeccssarf-v P |
Iq “o'e“e ce 1o wofking cask cupi c_, it would be inco*rec*'to infer
xthat in the Covﬂlsaion uta.f's develoomenr of the *ate base this item was
‘excluded, As & mdt ver of..act as ayhibit Ho. l and o&e testinonj clearlj 'how
f’ull allowancn *or the gro working cash roou rement « made oa the same bas;s
'ohat ‘the Commission nau lon; emyloyed |
| ”Hi 4llow ace corresponds~oo R@sponc 20t U, m;oy'~ own eo o e of
recuir ?ehié.‘ Homever, Respcnceno Ut-l;ty did do recogni e the aooudl amounzsfo‘
gvalloble for workz.g cash which resulted ’rom tax accrual ahead of puymen...”f
”heae actual amoun *r'we*e ~~teria¢’" in excess of hp UL lfz.t.f"r gro., Norxing
*cash “ecu;re eats as: deve;oped oy *Hﬂ vt effs o h deopo.deno and the Commisda:,
| | A oharp differe 1ce also arese in the developmen*‘o, ohe rat te buse
witu re,pnct 0. the a ' .l' coqd ionﬁ in aid o* conutruct 01 and customer
, advqnces {or construct‘on. ithout goinp iﬁ 0 anv extended d;scusoion at tbi, ;"‘
t:me » it. :n;.v be ob.,e*ved ..na'o ohe gr@aw“ po. tio'x el He "domt o'xs," as mtt.er
“o.“fact 'were advance' ~'de bv applxcunts 'or ,e:vice unde* the U i ity’s 'iled
i'exten,mon rules and wrzch "quBCGS ;n ’u.l dzd not cualify ’o- refund with 2 vhﬂ
@ ’peczfied.. LPU“. ';eée ur-ofu ded mdvaace, werﬁ t*aﬂsferred to tne donu-*' .
‘ozonf ccount Respoudewt Utilit/ conteﬂdod .hut on many O.;thOSP cytensions :
-pas‘s le, have in el sed ey ohat tre eyzeasiono ﬂo *oﬁge* con,t;tute a bu-deﬁ “0- |
other uoers o*"‘g;:.s.t e*vzce.' Respo de“t claﬁmcd That it -;s enti lhd oo 8 return.
on all 3uch extensions. _ ﬂ, ‘ 'o :"
It vould appear i have in ruooed on . t1¢s class of
,is additiona l(re son :’o~~ eyclud*rc them ~-or- the rat _ ba,e.:5
Otherwise, comsumer ‘of gas ; sexvice would be recuired: o pay a *wtu*n on N
capitgl amoun ts advenced oy ta .$el§os.°o ' ' .,‘ o
' The mizcellineous revemue item of pp*oximatoly ,108 OOO Cthet arose
from cur*ying chu*ges on thov.*nunc ¥4 of cuvtomcr ‘ applignceu,.-ppegr, to me
to be &n itam‘th* or-ca’ly nay. ba oycludod fro~ e.rningo. as thP racord 3how-_f

othat in cll probabi;itj 2o will not e p"eoero i the ’u ure."'
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”here is a forowhhc uimil 1tam ar.sirg from an unused erceos

L profit credit adju,tmert in 19L3, c-"r*ed over fron the prevzous vear of

o ppproxlmatelj'vhoo OOO due to rel inurcing. The chluS¢on of thio excegs

| profit credlt has the e’rect of 1n reas:ng the federal income tgx pavmenx bj } -
’A.gpproximauelj Sdéu OOO, nhich resul s in a corresponding reductiOn in net |
Vrevenup. . - ' ' - o .
J ‘1, Vhile it is coneidered proper to normalize revenues and expe.,és
' from yeor~to Jeer for such recurring ttcrg as tempcrature, wa gev, etc.,
ir ron—rocurring itemz,llke those noted ebove, are ulw ys excludad fro~ |
| frevenue., then the: resu.l" wilt be Lnfgworable Lo ...he rate p‘_yers.
|  ” It is. my'viem, bes ed upon the eviderce of reco*a, thgﬁ the ‘
”Respordert btilitj*» rates for ghs servicc should be rvduced so us to result
ina grosg revenuo reduc vion of net les. thhn.$750 OOO on cn anruhl basi
Such a reductzon, ir my opinion, Jill lcave the ntzlity in a strong earning
’i_:p051tmon and enablc it Lo moet all o' it "inanc al obligations.(;o)
"larger reductio might be justifiad bj the Compuny's current earnings but
| inagmuch ao th_s is en inte*zm oroe- and the thure presenta rumcrous uncer- f‘
ltaxnties, the rpduction Nill be ed to thn amount stated above.n Aduwill.f
_be developed later, the manner in wh“ch t is o be upplied will re ult .n a
minimum of risk to the ownor's intereats., | Ihil# t is my opinion that
ratw of reburn f;gure- shou¢d not e given 00" much weight at thig time, the~“'

*ollownnp neb rev~nues and p@rcwntepe raturnucl;> on the Comnisozon stdff's

(lo) Net Revenue. Aveilablo for Firancial Recuirements ‘- & 135 1:5
3% Bonds - §12,610,000 . SRR v378 300
5,0 Deprecit.tion Resc-we -r"’ll 232,718 . o M e L
| e 939,936};
Bblance l@ft for Common Stocn .nd»Surplus ‘ - '1‘7f 'f:_vl,l99y239'V
Commen Stock Outstandimg . - §11,000,000°. s
Unappropriated‘Surplus, L 1,952,009
12,952, 009,

‘- Rate of earning on COmmon St ock ond ‘Surplus: V” SR 9 2»

':__(ll) Such rates-of return reflect a provision for- depreciutmon on the 5 per

- cent- sinking fund besis and with lives in accordance with Exhibit .
No. 18., The.rates of ‘return are predicated.on the rate:base- figurpdﬂ
in mxhibzts Nos. 1 and 2. i.troduced by thc Commission's staff.;~ ‘

'-12..: .




Colitle.

bési ~*¢l resulm after ercluding wlOB 000 in miscel*aneous revenue aﬂd provid- .

_ng for the 3750 OOO rcduotion.;
Yiithout Allowance
for Excess Profit.
"~ Larry=over-Lredit -
e Net. - : Rate of.
Basis : “ Revenue’ 't - Return

v.ith Allowance
for Zxcess Profit
'Carzy-over“Credmt“
~ Net . ..: Rate Of
P.evenue s ‘Return =

Ay NN Be EN 4y
A As W ke

: Unécpreciated. te Base | 32,135,1?5: - 5.82% 132,271;630;55A6.L9%?T'
Depreciated Rate Base L BLsT3,539 6122 S1L,709,994  6.76%

. CAn analy zs of tbe v750 OOO reduction uhcws that the Utzlitj";,:*
_“et revnnue nill be rcduced uomzwhut less than olBé,OOO hnd the balarce
- repre«enxs 8 saving in tax p ymert.. ”hi* does not mehn, however, that

thcre is a dollar of this reduction that the consuzmers of ELQ service hre SR
: not entitlod to rece ve.. VPry 3Lbut.nt-al portions of the eycess profit

‘ ltax phzd COme from othor -ources than cdditzonbl ~-ew-'me- from gas Sales. fﬁ”
For example, the shv1ng in boud irterest which hos mﬁte*i,lly zncreased
excess profit thx puyme“ts, is clc *ly a 52 ving Which should rightfully be

fshared wzth the Jtility's consumers. Any reductzon in tgx puymenxs bec use

' of’ rate changea, rewulting rom.such sgving s ~¢rely 8 diqtribution o. part

v,

| ‘o‘ tre excess earnlngs to the -users of service. who' are ertitled to this rel;ef.lj

-In thlo opinion gnd order, howev=r, the resultzng raveg of return and ehrningu‘v

gre such that lrrespect ve of the eftect upon taxes, the reduction is 'ully

\_,

"OrTe nted.--

f"-orm of Rate Qoductlon.-

”He po tion t«kan oy the represen azives of the Czty of‘Los |
;,Angeles, Ln urging SPGCIal treatﬂert in the uanta anicu and Harbor ngtric«r
3 ureas, *s not w:thout mer:t.- Condztions in rcfe*ence to customer density ané
:f us9 have chengod *irce the last rate adjustment. Ar thﬁ present time coneral
'ue*viCﬂ Schwdulﬂl -A providc for a vayment of 90 cents for the first 300
 cubic feet of gas zn the uanta Jonica area. in view of the chgnged cond.tions, ;”

Pl. as the “inimum chargos in other divi ione of tne Utilitj's eystem gnd

l
|
1




- w*rrerted.

o ) .

:. Adjoioing ore:o; roduction oi s‘eeqis inthe minimum, to 8b cenxs, is bolioved,r.
L2 °uch roduction is est “"‘ed 0 bring ibout sdving oo,the,.‘
'rpte pa yers of upproximately o32 000 a year. ) ‘,__ | i‘d .

“‘ brdcr more rormul cond.tiono the baiarcc, or.o718 OOO, would be
‘: ‘apportioned to the: differert service areas und b~s-c chunges would be mud« in s
the rate. structure f ;vidence of record ifGlCuteS the dcsirabilioy of -omoo |
"onm of. diSCOLnt or oiviaend es & ,-uns o’ bringing about the reduction.;. ﬁ

discount applied to cxiotin& firm ratcs, boyonc tne .imum chargc appears to .‘i"

be a SlmPlP ard pructic°l meuns o brirging t&is 'bout.(IB) In vi;w of the :

1 uncérﬁain period iheud, ohe °718 000 ir the ’orm of discourts, will bﬂ limited S

"to a’ twelve month pbriod wfter wh.ch period the discounxs will automrticallyﬂl’
“cease unleso the Commission othﬂrwise orders, and the undiscounted rates will
:again become the lawful rates %o be charged Cn the bagis or tho rncord, a
uni*orm distribution of th A*eduction %o the classes of sanice phrticipﬂting
' appoirs to be justi’ied excepm for the Ha rbor District.¢ In this l&ttcr

- higher porcentage discount is warr ed., Such di scount rates ar» as follow

Applicable(IIJ
To Rilling Bovond : Total ‘Eilling =
- Minimum 2o Fhrm Sales

‘General Serviceci,:i A ‘ A SRR
Harbor Distriet - o . 110-05'”'f"
AL Other Districts . ) 7-55

Firm’ Industrial SPfViCu and mili ATV | oervicc-'
AlL Districts L _ v

Who lwsalo oerVice - Txclusiva of Sugplus-v _ SRR o
Scn Diego Gas uand Zlectric Company. - ' N

7. 5 :

: (12) It was urged by the Clty of Los sngeles thot a 10-cent reduction:be made =~
& in'part because the adjloining area in centrel Los Angeles,: served by the:
Southern California Geos Company (Schedule D-lA) ‘has “ 80-cenz charge for '
300 cubie feet of 8a3.

(i3) Such discounts’ should be applicd to- ’irm gas service. of tha followinz .

: clessos:  general ‘service, including butane scrvice,:firm industrial und,
military.  No.diseount is to be spplied to sales rendered under ges:
engine, oil field, -surplus industrial and .special industriz el

(1L) The greater percentage- reduction. asoignad to the retail services es: comr"~
pared 40 the San Diego wholesale doex not xeen thet sueh retsdl. oervice,
other then the Harbor Distriet, is rcceiving.s larger sllocation:of the -
reduction, incsmuech os the: San Diego percentage . is 40 be opplied 1o the

total revenue from firm deliveries while the higher retzil discount: rote:

is.to.be applicd o the retail revenues reduccd by the TEVeruos: rocoived?'
from th@ minimoms. oo . ‘ e gy
N ,-1L-




Future Hearings. - A o _ o | 7

3 “ As this is en.interir order, the case i, to relain open for
‘urther ncaring, to be 'et at ddteu to be determined The Commission may,
_ after such heqrings and uPon - furthcr order, continue or change the discounts }:
‘_dt the end of the twelve monthsf period ; | L | |
. ”he fol_owing fo-n of interin order is reeomnended*'ll

Public hearings having been held ard a srow cause order havirg been
issued to determine why interim’ rates should rot be es ablished the Commission
. being advised the nitter naving been suomitted on. the urder to “row Cause, .

The Ruilroad Counission of | the Stete of California herebv ’inds aej
& fact that tne gross revenueu of the Southern Courties Gas Compuny of

C»llfornia should be reduced not less tnan 750,000 whicn anount is found
; rea soneble, and such reduction is herebj ordered on un _nnudl basis, dnd _‘ ‘
."urther finds that on ard ufter the effective date tho ratcs now chnrged for |
'gas scrviec that differ from.the rates hercin ordered are unreasonable, and |

the rates ard modifications herein ordered arc roa,on&ble. ]

Basing this order upon~tnc foregoing rirdings of fact and upon

k the facts in the opinion preceding this order, _ _ |
o 7 15 m:a_,sr mm"zp oaofazn nm Sor neter red.d:.ngs taken on and
after December lS, l9bL the Southern Counties GdS Conpany'of California shall I

l‘j apply o lts oresently effective gas ratc tdriffs, hereinufter specified tne

‘jfoilowing war emergencv discourts to be in force ard in effect for period

-,vof twelve (12) months and ending with meter readings taken on December 1u

1945, and thereafter the regulurly filed rutes of this utility'without Sqid
- discounts shall be the lawfully e*fective rates until altered or changed in a.
" mamner provided. by law-*lr' | | ' | SRR
’e: l. To all general service tiriffs in all districts.except harbor r“ir
o Distriect; to.2ll firm industrizl and militery tariffs in a1l o
districts there shall be. applied a 7.5 per centdiscount on. f' ‘
‘thdt portion of the bil_ in cxcess of the minimum charge-';f

| -15- -
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2. To all gcﬁc*al ocrvice in Aarbcr Dmstrnct on thct portion or A
the bill in excess of Hc sdndmum charge, a 10 O per cent di,counz-?-‘
and : ‘ :

2. To the thlesale ga service, cxcluszve of sarplus, that is
_ supplied to'the San Dmego Gas and .cectr:c chparj a. 5 8 per ccab

IT IS HEREBV “UR HEP ORbgnED that ’or .he Santa Mbnlca District, in

\ addit;cn to the discounz under (l) abovc, the preocnz minimum charge cf 90 centa o

for the fzrst 300 cub;c fec cf ga, per ecer per morth of the general service
7I-”tar1f£ shall e reduced %o 85 ce“.c.“t | L

; g | I” s HEREB. FUR”?‘R ORDER&D that beginnﬁng with Janua:y l 19A5,
“the dcpreczatlon accruals shall be calculatcd on a sinxing fund ba ie and
,thc rate of! ;ntereot *educed f“cm 6 per cent uc 3 per cenz pcr annumh,wf ufc
~xcept as otherwmce prov:ded, uhe ef*ect vc da e of vhlo ordci

' shall be fzfteen (15) days from the dacc bcrecf. ‘ ‘ o a

‘, . The foregomng in erwn opin.on and crdcr are herebj approv»d and
‘ordcred fmled as. che interum cp;nxoc and crder of uhc naclroad Commission of ;_c‘.
the Statc of Califomia in Ca.se No.' 1:/16. N

Daxed at San rraccisco, Cal*fornia this 5‘ d&j of g;bnﬂangdah)’;;li"

Commissioners. ... . , .




'iC ace 'o. L?lG

"‘~‘Commizsione* owell D enuinz."'

Ilcannot-co:cur;“It-l' imbotsible:to 1) wnetner °ome *educt;on
;n *e*oondcnt'* rath may bc Ju,t;f¢ed fo* t“c deci on docs rot conta;n

Tan adecua e ,tatcme =t o’ tnoue fuc e:sential to a dege*mmna*iOﬂ of "bat

, may conshitut e Just an rcasoncble rates‘today or ’o ae future.f Tofﬁl
possc:s any degr e of dn¢n ati f:“al;vy,‘a ecision of_tno Commiscio:j“

-nould ev;dcnce a full ant’ .a¢r conu*derav-on o_ all‘t ne subutantJal S5u0s

vreﬂe bed and ru££¢c¢e ulj “eveal tnc bas;s u; ':tv conc’u.ions are
' reached. If it does not do uo,,I cunnot loin tne"ein;-““

“wo un¢n3u do qu¢ve c*ear*J ~~ppcar from the dec_u n i‘ﬂelf.V‘The"'

)

Sirev is tha <the Comm;u,-on is nere nroceoa¢"_ to t*anuxmte ;nbo a'rate

duc@xo;:" “a“ac aart of v ﬁé income tux 5 "h;cz tae comvany . or vayi.g
tnc -eaera_ govc***cnu. ‘Th - 9TOD .'cuyvo suek cu,on _ gne .uchct o2 jf'
tae Comm;uuﬁon'~' nec:a_ _1cu¢*y Ca*e h?’l ' d a‘tc* ’ulle 1e¢.;nv*-
i tnav 7roceediug waere was nov‘ -fcred one Lote f teut¢mo:y ’c'ding to
vne cor clu that the ¢vol;c1u*on of cuea a. ate mak¢ng ?Ol;Cj ;n th&w;
ate would be Ju,t;fiéa c_thc* b/ good cco“om¢cu or éooq moral,.ff.ne ,oco“d
_ th_ng CL”Q-&J revealcd is tnat he Co 53 -on acr“ow7edge.. veﬁyyu“écrtain?
nermod ad Zor tn*u uzil¢,j, .nd S0 ﬁakes 1us5rauc *educt ion. order 4z gz
tne 'b.m of o var emc*gcncy d;,cou. Lfor one’ Je orly.. nl‘bouzh sucn aﬁ
lﬁn*ted tcrm r“ue maj ‘be deckarec roa onable undo* certa;“ co d;tlo““,‘ﬁoa |

K

the Comm: ion n th is ca.c cun‘-c~¢¢lj _r~.vc at the conclugaon no that a'

ar

" returz to the , '*a,cs‘”ou*d e 'Lut ;ed exhct;J oze year bence mheﬁ :
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