
.. " . 3752.1 Dec:I.:5:1.or. No,. "- ' . ' . 

,,',: . , " ",,@!t.)ji": 
BSFOREM~~ CO=SIOK ~: .~: STArs .OF C;LT~O&~ I @; $~l. 

In'the'm.:tter'ofthe investiga.tion U~:l ').: 
'the : Co=: sion f s own !:lction int.o the . ,) , , , 

reasoriablenos:s : o! the rates', etc;, ot· ) , Case :Jo ... 4716 ' 
• SOUTHERN COUNTIES' CAS 'CO~ANY OF CJ.J..IFOR!aA ') 

covering: gas " service. ' " ) , 
, " .,""" -, ) '" " 

. . 

Edward R~' Youns', for, Southern, C01.!.'lties Ca.s COJ:lp..'U'ly or C:lli!or.nia. 
Ray t. Chesebr03 Ci~y Attorney~,Stanlej.U •. La.nh~~,'Chie! Engineer,o! 

the'Departmento! Public 'Utilities, and C~ore TillmAn, Assist~'lt 
City Attorney, for the City er, Los Angeles. " ,,',' " ' " 

Cil.~oreTillma.'l, rer Public Utility'F=-anchise Committee or the leagu~ 
or Co.lirornia. !hJ..."licipllliti~s~ . , , ' 

J .. J .. , Deuel, for the CDl1!crnia. Far.: Bureau Federtltion., ' , 
L. H. 'Stewart c.nd. i'1~ D. uacY.a.y, rer E: C: Fogal, Ox:-~:rd, .Califorr.ia. 
X.'l'ellerson, City Attorne:r"ror the Cit:r o!Culver City. 
Frank ,Orr, City ~ttornely, for th~CitY' of Ventura.,' ,', 

, Bart F. i'inde, Attorney,torAsbury R:i.pid. Tran=it ,SY$tcm and.' 
~ b 1" • ' C n.S ury ransporta",l.on ompo.ny.", "" " " '" . ' , " " 

o f'Uelveny &' Myers,. 'oy Harry t;Dunn and"J: .. 7:. Cl-l17,: At.torneys,' for: 
A.::socia.ted. Telephone CompD.!lY, SouthernCali!ornia'Wat.or Compc.ny ~nd 

, Venture County Railro~d • Compe.ny, ' , 
Daniel?' BrYtlnt,' At.torney; for Bekitls Van Lines;' Inc~" ' ' 
Henry Woo' Coil, Attorney, for Cali!ort'.i~ El'!ctric PO"ner Company 

.end. Interstate 'l'(:legrcph' Company.. " . , 
Cicro.ld. ,Kepplf.:l,,,' .A.ttorney" l' or Consolid.ated. ~eleph~ne. Ccr.tp~ny. . . 
O. ,k~' Schulenberg, 'Attornel" !'or !..ong Beach Uotor Bus, Comp1l!'lY." " , 
Reginald too Vaughtl, Attorney, !or Vallejo, Electric Light and, Power 

Company, Fed.eral Ice, & Cold Storage Compar.y, 'Fresno, . ConsUtler~~, 
, Ice Compar.y; Uerchatltslce andColc. Storage CotIpIlllY" National 

Ice and Cold Storage ,Co .. or Cali1"orr.ia, ',SecuritY' ·v':arehou::e and 
Cold Stora.ge" Company, ' Tercl."lal '?..efrigorating Comp~y, Union lee 
&, Storage' CoJ:lpallY' .. Distributors, 7[arehouze Compa.."l.:y', Haslett '" 
Ylarehou:3e 'Companj, San Frar~c1:co "J:a:rchouse ,Company, ,South Etld, , 
V:arehouse Company, 'CollSt line '!'rt.lck Service" Inc... Gibson' Litle~ " 

, Interurbtln Ex}:lress, Corporatio:-. and Kellogg, Express, and'Draying Co. 
~ EddY' Utt, Attorney, 'tor los Angeles'Railway, Corporation ... " , 
ArleD. Poe" Attorney, tor to: ,Angeles 1.'arehousemen'sAssociation/' 

atld,1rot¢r' Truok As=ociation of Souther~ C.u~ornia., ' , .• ' 
Musick, Burell & ,Pinney, Atto:1l.eys, 'by Heward Burell, for 

ly~n 'Vantine:;, 'Inc.', . , " , , 
J. C,. 'Cib~ori, 'Att.orney, £orUetropolit.~ ·ti'archou:se, Company and, 

'~re tland 'l''''-hou''' In" , , " ' , I. :s n......... S ... :::, c":", , " . " ',' 

E~ E. '~r.nett" Attorney~ !¢r Overland Ter.nir.al Vlarehou31! Company. 
Hugh Gordon, :Attorney,' !or Paci!ic ,Freight· Lines.·" , , 
H. J.;Bischor!,',Attorney, tor SouthernCalitortlia Freight: Lines.' ' 
David G .. ' Shearer, Executive Vice President" for The Trucking. " 

Ind.Ust.r.(, Inc. ". ,', , ' ','" 
Frank Karr, Attorney," ror' Union 'terminal, Wa%Y!houze. 
Ciibson,Dw-..n & ;Crutch'er" by 1:00d:Vla!"d Zl .. Taylor, Attorl'lC"j' tor 

,i'iil.mi.ngt.on Tra.n~portation Company. ' 



C-1...716 
LB '.' 

HarOld.~~inton~ Vice, ?resic.e!".t·, ~or SOi:.thern C.llitornia EGison 
C • " . omp~y, J..to. .. ·.: ' .'. , '. .." .. 

Carl ,I. ~'heat'" ,Attornej"~ for So .. thern Cali!orniaGc.~CoTJ:;la.n:r .. '" 
Don .L.·Calnp'oelt" At.t.orney" ,tor J;.:;bury Rapid :ra:1sit System..:' " 
C.' too' Su!fielct, tor California Assoei~t.ion of ?u.'olie Sehool'" 

, . Business '.Ot!ieialz'. ',' . ,: . 
~~yor ·i:ill,C.' Seccombe, for the Cit.y of San Bernardi..'lO,. ::',', 
Fr~~~ V.Rhoct~s, Secretary, for Califorriia1ncie~end.ent. Tcle~honc 

Association.. .. " ,""" '. '. " ,,', ," . 
'T • .1. : ReynoldS ,'Vic,e?r~~ictent a."lc.'Gene~2.1C~u.~el;torSouthertl 
'. 'Calitornia Gas Comp~~j": . 
H. Too Short, tor Bekins.V~'l·Lir.e,. 
E., ~·:oo Cur..nirlgham, for Souther:::' Cali!o~.ilia Edison: CooPa.."l7' LtC.. " 
T .. Fenton K.."light, tor ?ostVl.tt?eh.lbiUtation. Committee of the .' 

Ca.li!ornia State I.egislatu.'""C. "'. '. . " . 
?':'.ul ,L., Beck",Chie! Valuation tl."ld Rate Engineer,. ,tor' thcCit:r.:o!', 

, S3ll Fronciseo.'.. ' " . ", ' .' . . ' , 
Chickering' & Gregory, by :- .. ' 'Y..; Fiek, ! or Sa."l Diceo Ga.::' 3t1c, Electric 

Coopa.ny .. , . ',' , ' ,.', ". ,,' 
Harold P. Ruls,',Cit.j" Att.orney, ·by·H.Eurto:l No'ole; Azsista."lt City, " 

. A.tt~rney, !orthc:' City of, ?.::.saderw.. " '.' .' ", .'" " ",', . 
1:alter '/;. Cooper" City ~ger, ',and. Jean F. 'DuPaul~ City ,Attorne),," 

.for th9 City of S/l."l Diego. " 
R. ':!.,!)u,Va11 ,Att.orney, for ?aci!ic,C:l~a."lc.Electric Compa.ny~. 

. , 
HA. VENNE?, CO~2aSSI ONER: 

O?Th'!ON', ON· O?..DEFI. TO SHO::: CAUSE 

" 

On February 29 1 1944, th¢ Coom13~ion,onits,own ooti~n? ir~tituted. 

an . invezt.iga.tio~ into' the re3.~o!'lablenest;' ot . the rat.¢s, .... charges,' rule:;" re~-'· 

latio~:~,cla~~itieatio!"..::;, CO!ltrs.ct~ '~nd ?r~et.ieoe o! $ou:th<:mCount.iesCa:l 

Company or CzJ.i!'orni:l.' 
,. ",,' ',', 

Hear1."lgs . were" held on'this matter' on Ju.."lC 7, e Mct9 l' 19J.J.. 1.'1 r..o~ 
J"'"' ' 

Ar.ge'le~, at which time thereW3s' pre:lented 07 the: stat!' o! the Con:mis3ion " 

certcin exhibits and te~timony rel~ting,to Respondent Utility'e operati."lg 
:", , r~ 

revcnue~,expetises, .rate base and.,ge:ler:ll1'ina!lcial cond.it.ion'tor'th.;: 12-oonth, 
• I ','" , '"' -", : '"f :/ 

period onding June' 30 " 1943; the calendar, year 19.!..3, . a.'1d' the; tretlct . of ,'cert3i."l ',: ' 
, .. . '. 

, .' 

oper~t~revc!'l.u.es and' expenzes':t~r the 12-rn.on~h?¢ri~d·',e~di~Apti1;;l9~~··': 
, " .. ," .(,".' .' ,"" j.. "''',' 

On Ju.."'le, 27 ?: 19J...4;" the. Co::::ni:; sion ' is sucd an Order· in ~. tho .' ca.se ' di- ,," 
. . .,. , . 

• , , I," ,'" , , . 
re:cting the' compacy to . show : C3u:se why interi:n rate.:: tor gtJ.s zhould.not .be .'. 

'" ',. " 
, ~.:,'" 1./, '. . ' ", 

made, etfecti ve, eorrespond.i..~g to' ::. 'gross revcr.uc reduetion that. would: result ,. 

.,', 

,.j " 
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··e 

by the e 1ir.li.."lation' in whole, or ir .. part, 'i'rom opc!"at.ing, c7.p<:;n:;o:: oi' f ode;c1 '. 

, ;~o.~·tc~~s~(l) 'Th~ dtLtc set !orP..e:Pond.e~t' Ut.ility to ~,e'!" th~Qrd.crto St'.ow 
:; ":, '.-,; , , . , 

C.luse was Thu:sd.ay T' J'.lly 27,- 19.w.., i.."l t.he Co:::niz:;ion T 3. courtroom, ct, the :St.c;te 

,', 

Conc'lrrerit1y with the i:~J.Q.."lce 0: theOrcier to ShowC::.use inC.lce 

" • > • "'., I' . 

. investig.lt1on"u.."lder C.l3(1 No. 4731, 'to i!"4m.rc,int~ t.heettect'o1' !ed<:rlll'wc.r 

;a,xes upon the revenue::; '. "-llc: ope!".lti."lg expen~es or' public' utiiiti~s.< 
. I, . , ' , .. ~ -. 

Following "th~ , i."lsti tutior.: ot th~ " ge~cra1 ~~cstig~ti~~; ~d prior to " 

the July 27 d..?te, I.J. pu~lic utilities, ",11 ot.,.;hcm. ';',Or..:l pc.rties· to the gcne!"31' 
'. ,I" 

investiga.tion, tiled with' t.he Co~..ib:::ion a petition 1'"r :int~%"~enti~~ Zltld:1'o!" ::, 

continuance otthe Order 'to 'Show ~;use, in' Case No~ 4716 ~tir:': such' ti1:le ·as the 
", , • -J,', "", 

Co:m;sion'h3dconcludoc:,' its gene;cl invest.i&3tio~ i.~ C~se No. 47)1~': 
'I I, 

. ~t ,the opcru.ng 01' thc s1'1o;';' cause order henri."lg' on July 27,'· the : 

reque::;t . of" th~ ut'iliiies' seeki:.g '~tel'"'lention W~; : g;a."ltod;' but' t~ei;' ~eciuest.· 
, '. 

" ',_.. . ",,' """ ,,<., .. ' 1 1'.'<' _', 

.... for cont.inuance· was: denied~ , ,~t the S~e time Respondent Utility' s roq,u(j~t tor ' 
.. '.4 ' "'.'; . . :". , . 

a continuance wa:5likewi~e e.eni~(! •. In d<:.:nying ;th~ !"co..uests !or: continuL\r.ce, 

.... '.;., ..... , . . ... , " "". 

iSS1lConce of an i."lterim,rate orde!" relatir.gto :the 'tre.lt..':le."ltof wa.r t.lXes :bei'orc 

,'tho' h'~l&g'~t' he~rin~~ ,inth~ge~er~lin~~;~iga~iOni~' C.ls~NO~;,~47;1~(2)':&,(3)," ' 
,',,- ." , 

, ,',> ,". . .. 

. (l) F~r the purpose of this ~r~eoedi."lg, :~dertll wrir t::.xes :sha11:be: construed 
. to be. all fcderel excess profit~ t.:.xes and other ted.eral income' t:J.Xez,':' ' , . 
which, arc ·o.t, rates ion exce::s' of. the highest ,rates 'prevQ.ilingunc.er,the'" ' 
Intern.o.l Revenue, taW:5' 3pplic~ble to the years 1936 to: 1939" inclusive •..... 

(2) ?ub1i~h~~rlr.g;(w~;~held· both i.~ th~' ~itics ,~t I.o:;Aneol~~} ~n~·so..~':,': 
FrD.!'lcisco on August lO" 1l,P 18, 21" SepteOber 11, 12 and '27;,·1944,· c.n.d' 
t.he.tnIlttcr was submitted. on the last ~'ned. d.ltosi'or decision onbriets 
to"be filed..', .' .. ", , .'. '" , 

• • • ." .' t ,.. -'.. " ,'. '.~ , ' • ' 

i3"/ st.ipulot10n, certa.in portions of tho', rocord in~:je No. '4731 are to'oe 
considered. i."lcluded ,in trois, c~3e;nJ3!lely, ztcte.'ncnt=, teoti:nony,. que::tior..s . 
and. . tln~we'!"3 given by Mc:! srs _ T::lr1e::lu, Bozell,' C1~ry, Quinton and ~ 'I'111.':l!l.n. ~, .. 

, . ,~ 
.,', 

.' . -r 

"I '\ 

" 
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The Southern Cou."lti~s G~s Corr:p<:.ny, o£ : Caillor!"..ia is 'a wholly C(,J!!- : 
" 

" ' 

,trolled. subsidiary or t.he ?acitic" Lighting Corpo::,c.tion., ,Paci!ic, Lighting' 
<;', 

'Corporation likewise controls 'Sollthcr~' Cc.li1'ornia G~s Cor.lPo.r.y~> Thc~ecment 

and 'control':oi', the' two ,g~s utilities ,~r.;;: clos~ly coorcii.net<.:c~ Thl:' re~Pondc:lt 

go.s COmpo.flY' is :m:.eh the' ~l<:r. o:t the two distrib1.:.ting utilities ~"ld' serves 

approy..ir:lctolY 229,000' cu~tomers in ~bout 125, cities;: town.:;" "end. commu.-dties' ' 

'( .. ,. . " . 

. .:l.ndS",*"l !.ili~Obispo. , 'Among tho' citie~ ree.::iving g.'lS, scr-:iec' ~re·I.osAtlgel~:;;, 
'" ',;",,' 

••• 1" 

, ' ' 

So.."l.ta Maria, :l."l.ci'SIl!l :'uis, Obispo.' But.:ne 'ga'~ scrvico;~"on~~ "s~l:,s~t.l~,"iz ,'." 

The terri torI servod by the Cocl'a."lj in the nortl"'ern part o:t' S~"lt.:l 

,"r". ,J.;.. ~ >- • .- ,:. '/' 

served b:r,thc'Sant~'Ubria G~s Comp~ny. The 'opc::,c,tions: or, the two' eompatlics,: ' 

were' :nerged' o.s 01' thzt dtlt~. ' "Ihi~ t(:!'!"ito:oy n<:M cO!'l!;tituto.:#', the', northern ': 
" 

operating <ii::trict '0£ the ,So1.:.thern Cou.t''I.ticz Cos 'Co::p~ny. 

: A r..ixt.ur~ of artifiei.ll and. n.:.tur~l g!l~"(:nixoc.&c.::)v:o.::> 5or'ledi::. the 

'5.lnte.Bca-bo.rD. arlo7;c,:~ :trom 1923, to '1928~' !i::txi::c.' g:.s lik~vd.:;o W~t; ~~rv('::d in the 

. Sant.~ . !f.o:lico. ~y Dist:oict: from 1916, to .1927 ~ Since': July 1928,.' ~tur~l \gas' M'S 

been !:cr,ved t.r.roughout'the ::>y::te::l.' 

A.t the end'o! 1943, the Company ho.d in op~ro.tion on its system 

cppro:d::l.:lt.cly:;, 764. cll~~ of g~~' 1!lCLi.."l'::. '1'ho::,egros6.te rat. cd. cap~cit.Y o! all 

29'" ~ .. 'I • b' j' , ~.~ .... :!.on cu ~e .eet. 
r ' I.' 

'. ' .. , '-. 

Go. 3 ,service i~ ::,cnder.::d 07 tho;; Company 'under whtlt mn.y 'oe cnlled, 

, 5m.:ljor classifieations;' 'I'hc:c' arc ~:!:!ollowz: 

General Service 
Co~erci~l ~C Firm Industricl S~rvicc 

, Surplu: ,', Incuztri:Jl Sorvice 
CazEngine,Scrvice, 
Other &Ito Sch~c!.ule~. 

, -4:-, 
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, ' • 
, ' j ' 

.A.t the ~resenttir.le 'sencral' cervice. of !la.tur31e~s ~!lc1 ,but~e:' i:: . 
• I, , 

ren~crec1 under 9· r~te schedules.' These sc."lcdulec ,:.are ~{.the block : tYP.~·; or· 
•• • 0 "j" ., 

'I •• ,I 

rate a.."l.d ca..~J monthly mini:ll.1.:'l'. charge3 per ::ete:" .. ·, .,SeyerCll or ;t.nece schec.ulcc" 
, '. .' r " ,- • ' <:1,' ,J ,'. ~ ~. j. 

cont~i:l fuel oil ·clauses' ..... hc;eoy ~me.of' the olock raws ::u'~ .cont1ng~nt .. upon 
, , .. '.' -' ',' 

,.' ' 

the posted price of fuel oil. 'A limitedPortionof'~he:service.is.so~dur.de~ 
. " 

special. contract~ ... ' 
'/,', ... -

. '. ',.",. 

In order to !:how the relative 'imj)Ort~"lee of the: scveral,cl.l::::O$, of' 
, ".' 

service as to 'revenue ~d th<: q~nt!ty of e2.C sold, ,the. f'0110i'.'ing .'data .lre 
" , . , 

, presented: ' 

, ' -, . 
., ~ . ~. 

:_· ____ -=1~2~.;~~o~r.~~~h~~-F~ln~d~i~n.~-·J~u~~~.c~30~'~1~1~9~4~3~~----__ : 
.. ' : Revenue •. M.e..J:.. Sal(::!';. :. 

:~ __ ~C~l~a~~~~o~!~S~~rvi~~~~~' ______ ~.~ __ ~k~~~~~~·~t~ ____ :~?~~~r~Ce_~n~t~: __ · ~~~·.~o~u~nt~_·:~P_e~r_~~~~~~r.~.~: 

Total Domestic 
Com:nere:i.:l1 
TotcU., SU%1'lus 
Gas &.gine 
i'iho1esale . 

$ 9,110;,857.27, 7:3.55% $i3,,297,947·~I.2·.51% 
280,,481.93' .' 2.26 809';,066 ' 2,~59 .. 

l,,503,,657.72, 12.14 lO;6$9,,541' 34.18, 
, . 236;.920.26, 1:91 719;,'l89: 2.30 

Tot",l 
J;.t256J~.34 10.14 5,762,'249' , lZ .. J..2: 

. 
The last general rate ~ecuetion, ~d this did not cove~ the Companyf~ 

, , '," . 
entire system" .l.onouritec1 to approximo.tely $300I'OOO.:.ncl.' occ~c ,e1'1'ective ' 

.' "". , I 

January 15 ~ 1941. 'The level of Respondent':' gas rt:tes' is about ',the: ' sa.mc 'as " 
, ' , 

• . ._, ~ ,-, , , I, " 

other'rD.tes eh3.rged tor :;imil.:l.r '~ervic¢' in S,;1Jth(';,rn Calltomic.,_ ··Such 'ra;tes" 

however" for tirm service ire higher' ,t.hc.~ in tho San' Fr:.ncisco· B:lj"~e~. 

'n'.e recor'd'showsth~t thi:: . Utility has e.njoy~.d. a:~ood .~arr~g'posi~ 
'" ••.• _ '. ,,' • . . , ',' , .".' .' ,',' .': _ ,. "', ' :'" '1,~1 •. : ,(:' '." • ~ , • ' .... 

tion for 0. long period'o!' yellr~ .. It.i$.conserv~tively riM.nced,,:itsintcr~st', 
It. • ',. • , . .I., ,t'- ~, '. :,' 

obligatio.n.sbei'ng lilr.ited to low i."ltor(lst' be.lX'ingoot:.d~, olnd.:interest'torits, 
.• ,', - ". ". • "" j '. ' • '., ,'. ,.' '1" 

aepreciation rest!rve re~uire:nent~.· Thc·oal.u..ce o!' it$,nct'ear~~ ::u'c,~v.:.i13~le 

for c'ommon . stock: di rld.ends or.d. su....,;lu~' .. (4) 

.... ' ••• c" I '.' .'J. 

cltted on Jcti.e 7~ e:o.nd '9,:thrc~·'cxhioits·d.eiliog'\\'ith.thC r~sults'or oPcr-· 

Q.tionS or,R~spO~dent· C~'~' CO::1patlj ~ ,Exhibit No .. , ,1. sets forth,' in : co~sid~~<lb'l~'" 
-, . -.' ..... .. •• , ,,' +. ' • . ,-

, ,.,' (4)· .l'r.re0 per cent 'cone:! out~ta.nd.i!'l8 S12"6l0:,,OOO; 6 perc(.~tcinking tund de-­
prf:c::..'lti¢n rcsJ;!rve as 01' ·S:l."luD.:ry,l'". 1943:,. $11,2;32"718;,, $ll,OOO"OOO'common 

. stoc~ outsta.nd.i:r.g; 'and ur~a.ppropril!ted.·s~lus ~s:of,December 31,'1943", ' 
$1,,952~OO9. , " ,.' , '.' , ,. 

.. • I ~,' 

, -5-



• 
detc.il ,and' in ~u:n .• ~ry :ror~ the, :!ct.u:.l, ~cord-.:d,1'igure:: 1'or t."1(r yea:: 1942, ·t.he 

12-~onth period endir~ Ju.~~ ;O,,19~3, ~~d ~djustoc rigur~z rorthc lcito~.y~(~·· 
EXhibit'Nc ... 2,1:: a :3wr..":lar".f,tao~t1on·.of thc.'rccorded~dp.djust-::d " 

rc~ult5 oi"oper.'ltio.:lS 1'or the year.' 194;. Ex."'.1~it ~0.·;6 pre:sent~ ·~.,trot.Cl.o£·:' 
" . . . ", '. , . ," . 

operllting revenues .l!ld ·certo.i.,' ~xpenzes by months for the l.2-:nonth ~crioci.· end- ". 

ine' .A.~ri1, .1944~,· Such trc!'ld, . excluzive. 01' t~~:3,. inCic~i~z· tMt '. revenue' ~~d.·,·· ' 
co.rning: arc :;till'- i.'tcrca.::i!lg. . Ir. SU:r..T,LI,ry torm :the opc:-oting rovenul:):: ,'expense::" 

. , .." " 

net revenue, r:!te b~se :,..~d ra.tc~ of ret\!rn as, ::et. torth' in' a.hibit 'No~2' 1'ollow: . 
. r 

: 

, . ~ " '., .~. ' {" ... ' , ' .. >, ':' .-; ', .. ' . 
", ',j. d'·,,··' .... ' ....... 

. : Ye.:lr 1943 . '. .. 
,', '. I .... ___________________ .:..: .....;, . .;;,R;;,;:c;,;:c..;,or;,.d.;;;,.o;;,;d.=--_-:..: _. -:.;A.;,;;d.;,w,ju,::;:!::;.t;;,;e:;,;:d.;-.· _: 

Ope-r:lt'iru; "Revenues, '. 
Mvenue from Sale of G~s . 

. Yd.scelldncouz '. Rcw:nue~' ~ . 
. . ,,,,Tot<3.1' Opero.tir.g. Revenues· 

.. ,,', . " '.,' , . 

.oper:ltin~ Ex'Ocn~~~ >" ", \' .'" ;." . ,'.",<'" .'.: 

, Operating Expe!".ses. (Incl .. Uncollccti'oles):' 7 ,.511,.~63~01.: . ; , . 7;489 ;580~lJ .• '<::·. 
Taxes: . '. " . .; .. ,' : '0 . ," , • • ,., •• 

. Excess Prorits .. Tax 5~0;,OOO.OO:;.,.' 932;785~OO" . 
. Fec.erru.! NOl"!:lo.lIneot:le:lr.c. Su.-tox . 928,,000.00 ':,' ;,768,,000.00 " .. 

All Othor Taxes;::'... 1·~04.9t012~32' . l,b$,877 .00' . 
:" Totlll Taxes .'::' .. ;. ...' .. 2,,517 ,,012.32~:, .' ... 2" 75~,,662.00 , 

'. De~%e~~~~ ~~~~:~iS .. 5&);264'~OO\,< ... :, :;5e~;2S~~C();::' 
6%Y.odified Sil"Jdng Fu.."ld Bn:sis 1,25J..:t227~OO ':" 1,254,227,.00 .,. 

Total·~r~ting.Expl!nses: ,­
'6% Si.."lking Fund Basis'. ' I 

" 6%' Modified' Sirkin; Fund. Bc~is' 
'. Xet' Revenu~: ", ..... .. ~ . 

10,608~ 739.33:·,"·~ 10 ;SZi,$o6'.;J.4\·;· 
. 11;282 1702.33" "11,498 7 469 .. 14:,: . 

'. 6% Si!".king Fund.' B~sis ,: , $ ·2~-53~;~7i.~6C}~'.' $ ~~'~~:;372~67: 
$ ,l.1860,,5U.60:. ,$~ 1,699',499.67,: 6%: U'odJ.!'icd.: Si."llWlg F'utld. B:l310 

p~ tc ,BI.:I.:!:e ;,' .': >:,' 
uno.epreciated'·· 

" Deprocillted '" " 
,Rate of Return" .. 

,$36~684;oo;:;;:',·· i36;6~L;oOo~~~':: 
. $24" 911."OOO.OO: . .: $21.., 9.14,QOO.oo ' •.. 

. 6% . Si!"Jd.ng fUnd' B~i:!:.: :. , 
6% •. Modified. : Sinking, tunc. Br..sis (6) '. 

6.9l%:~· 
7.47% ,:' .•.. ". 

",r" 

(5) . Exhibit· No. , l, is· Civiciod :tnto 'the '!ollowing·eh,lpters. and ,:u~je~ts: ":., , 
. I - .l.~trociuctiotl, ,.' Y.II - Now Business Expen!les-, ...... t ... 

II, - . Histor".f " ,,; ',It' .• Y.III · - ' Gcner.:ll , and . =-asee11cneous . Expc~(:s '. 
III -. ?:-csent. Operations' 'YJ:V- ,T::xes ".' .. " " ... 'y " 'I 

lV -. Bolla-nce Shc~t Y;I -Clea.""ing i';'ceounts, 
V - ·I."lcc::le'St.~t(l::lent . XV! - Fixed .Cllpit~l~ " 

VI -D¢pr~ci~tion . Reserve .. XV!!- Present V<l1ue of :.a...~d.s.' 
VI!' - Operating ; Rcvctlue: . 'XVI!I - P..ate Ba.se,.'·'· ., ' .' 

VII! - ?roducti on Exl'O::!'lse:: .' :a:X - A-:C:'UC1C Dc~r¢ei:l. tion ..' 
':cr. - .Tr~~::nssion ZXp¢:wcs ':cr- ,Del'NCiation ;,. ... .tluity· 
- X - D!.stributicn E:Qenses m -' Su:n:=:-j of 'Ulrni.~s ,>: 

.. XI ~-CommercialExpenses ;n..~ci .' XXII, - CUstOJ:ler k"-;llyzis :?1lc.iJse o!G::-.s 
.~ " Uncoll(;!cti'ole Bill:;.. . '.' .'. ,.' , , ...... ,;- ".' ',' 

7:lo 'Co:=i::zion stafr J:let:lber~ whojointlY'l'rc::~ntcd ::J.~c. testitiod t.o those ex-, 
hibit.s ·:arc .Roy A.. ";;ehc , . A.$zi::t:'''lt Dire'etor, C.T.Mcss, VIl1u:!.tion: E."lgincor, W .3 •. , 

.·!:es~ells,. Research Engi,neer,. Lloyd E.' Coo~er, Cio.s Engir.ecr,·, l' .Stci.~" of. the. Dc-· 
~artme:lt ,of Finance .:l.nd. Aecou:ltS', ?.E.Du1"our,. E.?~:'=cAuli!fc~, S.1:eber .a.~d G. 3." ' 
W<.:ck, engir.cer::, in the ?ublic U"ti'litic's DCl'artmcnt 01' the ~o=:;~i.on. 
, (6) . Through oversight a ~a:"tial dUl'lication occ'.1."'reci in' deciuctio~ . in ;d,.,....elopir.g .. 
the' d.epr~ciateci rate, base. AccorCi!lgly, :~her~tes ,01' return set £orth .1n 'EY.:n.bit:: 
~0.2'under t.he,modi!iedsinking·fu."1d basis become .7.35%:a.~d 6 • .36% respec~ivcly:, . 
in ,li~ of those set. forth above.. ' '.' ,'.' . ;;',' .. ' ,: ... :, ,,':." 

-6-;" 
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; .'. 
." . " , , 

, ., 
.,' .. " 

Add!. tiorllll Rocord' in tlle Order 'to Show Cause ~ 
, .' r;.,'" 4-.". ,~', J '. 

,~ ~e,~~t~,dete' of the Order ::to ,Show Ceuso "(bCe~:~~o~~~',~r ~ , 
',' " '.. . .. .' . '.-

ond cont1nu1ngon J,J:..y ,28; .Auguot ~,,' 4, 16, '17 and 22),· the:Respondent Utility, ' 
, ",,-,,' •.•• " r·' .. 

through. witnesses, O!ld,'ergumont; ::cIldo 'answ~r.. The'ceoe: on, the' Cl:'d.er' toShov' 
, . . " 

• " • ' I •••• t. .,~ .• 1 ,.. •• 

Cause wos' submitted' atth~ dete',of the 'last lloerinSon A,;,gust: 22, on ',briofs' to 
.,,:, . '. ... " 

be flled concurrc'ntlY'b1theC1ty'o! Los A%lgelesend Reapondent:t1t11itj "w"1th1n 
,", .> • ~ I' 't . • ' ' •••. ' • ." ,.' • '. , .', ' • '". ":;::,' ••.• . "-;',1'" ,.L :<, '/ " " J ... ': _. ' 

fifteen doys after thcloot hoer1ns 1n the genere1,tox caso :No., 4731~' CeDe ,,' 
, , , ",', .' ~ , "':,.-

No. :47}1 .... 00 concluded on S¢:i)tomb1Jr27; 1$'44" end eccor4.~briets,1n this 
" .;.' ,',' .: 

metter wc~e 'duo 'on October 12 •. RO'to'ever" Be'spond.entUt111tj, requested" that~, ',' 
." ... . , , .' ' ". ," .. 

it be given unt11,.Octob~r '25'dnd.sUchl"equcat was ,granted 'to1t end'to the City' 
'., 'f' ,_ • ,," , ' :' .,',,' " • t r .". ,",' _. ,. ,I 

of Loa Arlgolco. ' Thc,'b;1ef~',· ... cr~' !'!l~d .on' October ,25; 'l944~:: ", ' , 
, ' . 

~OGPOndent'ti~1l1ty;,thro~ itD Conault1n8 Ellgineer Loren w~ Eest,', 
• .' < • 

Offered rcouttei toet~oy and"in'oddition, 1ntrodueed'~o~ta1n exhib1to'doal-, ' 
.'. i. • '" '" . 

... . I • " . '. I ,.' - '. ,". " 

eGoe:c.t1al~ to, tho el3't~teo 'ot '~scella:looUD revenue end rate: bCD,e, presentod ' 
I • f, 

• -J , • ,'.. • "''.: ";",,, ,.,,", ,. ,'\' 

by the Commiosion'G etQtt. in reference to"r~vonuco,~. Ea~t:po1nted'out tlult 
• ' .,". . 4 ~, '." r , 

under m1oce1lCnoous revenuoDo'!' . so~ 'tWO hunt!rod: oixty thousand odd.' dollars, 
.. j .' t·' " 

"T' ',_' " 

, set forth in ,Exhibit No. 2, QPpro~~ly $108,000 ..... ~~' aecurCd~iro~'pt1st','trQtJ.G .. 
'" .' '.' • • ' ",' I • • ',. • ~ , '.,. 'I .':'. I '-,f;.': 

actions'relating to" eorned cerr7!ne' chl!rsoo on the, f1%l1.lnc1ng .o! customer :', , 
,.' , ,.... " ' .'. ~. ," 

, . • • ~ ( , • 1, ' . . • • " " ',- ,', • ~-,:" : .•• ' '. :, - ," '.. " 

d~d in any cons1dertlt1on or thO,Ut11ity,'c,fut1JX'e earn1ng.o. ,'Dlo'Vtility, !n 
• I ., • ' ," :' ,~. ~ " I,. 

p:reGellt1~ '1 to ..... 1e· ... ~ all to rll te 'beseo, wed the ones' prcGonted bY' the: Comm.10" 
; , 

oion to :e:lgincero ill: Exhibi tG NOG .. ' 1 ond,2 (on' ino ba~i~"':Or histor1cal': Undopre- " 
."," 

eiated' ~OGt) with corte.in,u~vard. ad:j~t.:lonts tor work1ng· cosh ':COPitc.l;'donc .. , 

tiOno:~ aid ,'ot Co~~tio~e~d'other ~~~ms .. (7)' I·" 

,- ~ . 
" . 

(7) Respond.ont Utility' B h1storic'al tmdeprec10ted rato bose' wno. higher thon the 
Comm1ac1on'o stotf'3 est1=atc by tho follow1ng: 

Work in ?rogress ' 
Work1:lg Ct.ob. Cap1 tel 
Donations, in Aid, of 'Construction 
Cuotomoro'Advances ~or C0n3truct1on 

, . 'rote. 1 , ' , 

-7-

. ~, '9,248~7l\'",' 
898,200.'5:' " 

1,148,1':;7.S, ,'::', " 
. lO'"(.,4'O~Ol :. ' 
$2,16,,6,6 .. 92"'; 

.' '.1' 

'. 



C-47l6 .. • 
It ·13 the, posi tion ot :Beo~ondcnt. thD.t· a.ll: tc.xoc paid,,' inclwiing tho .... 

oxceee profit tax, ~ro.proporlY chorg¢~blo to ~o oporationsend,!urthor, 
, ' ," 

thore 10 no diroct.· comparison betwoon '~:toxoble 1ncomo~ ond' "not- oporating :: . 
, , . -' "\-,' 

. 1nco~" as, tho latter 10 ~od by regulc.torJ authorities ·in rcto procoedi~ , 

.suchos tM:!._ Mr. Eost" in hiS Me.J.yo10,0: tho FOderal'Rovenue'Ae~sT pointed. 
• ,.'. ,. ," , .1/ ,' .• ','.' "". 

out that it voo e miotC.ke to eecume that exceoo prof!.t 'tax li~bi11tioo 'aroGO 
. , . 

solely :!'roc. add!.tional revenues,:f'rom the'oole or gao. 'In oupport:ofthic" .,.: 
.., o ••••• , • "....' ",110.. ••• 

. . 
ViOW. he pointod' out, several' i temo, amongvhich rrJl:l:b¢: noted: ,.' 

. i, ., _, ~ 

Tho pcnoltyou!:f'ered tax-Wico.by Rospondent·on account or ro:f'1nonc~ 
Guboe'quent to the booe p¢riod 'oOC0'U30 of Co lovcr1ne of the interest 

,reto;. . 
" , 

The: ellowncc o! only 95, per ,cent (jf tho, bacc:poriod nottc.xable.· 
income for, the exceas ~ro:f'it credit;, and . . I 

, 

The'd1aellowllnceo! rixed·cap1u:.l additions:01nce:the b~oe'!)er1od 
othor 'thon.· thoce' c01lO1dered e.o. equ1 ty '. cop1 tal {praet1cally all ,~, . 
no"" capitol,haobeon o~or 'thon,'o,qu1ty capitol).. . ",' ... ~' 

In addit!.on the Reopondent Utilitj", .. through !.tsV1ce Prosident ~ . 
. ;'.. 

General Manoger, A •. F • Bridge, and other Wi tneaoes, presented ev1dene~ end . 
\ . 

testimony dealing ,nth tho' ~t~e earn1nes of this Utilit1 and the" genero.l "', 

econOm1~: o~tloo~t~rSoutherllc~~~torn1a. (8) 'Mr. :sr1~' ~~~~e~ed.:~hi~;e~mp~,c " 
',:, ,. ~. 'I 

'.' 

opera tine poe 1 tion 'W'1:th port1culer .omphc.s10 on' tho uncertainties. of' the reeon-" 

version Ol'l.d postwar period, 'When ".ro.r, industries :lOW. boing supplied m1e;ht"· . 

revert to c1vil1~n operationo. or c~eo, to 'be 'uaer~ o'! ee..a ~erviee ~." He vao of' 
" -', . 

the op1n1on that vh.ile present' expenGcs ro!"leetod high overt1.me ''W'OBe rate·s yet, . , , 

, .... , "';',", '",,,,,", '" 

.• becauoe ,~ct~l·ma.nho\lr!3 worked wore',leastho.:l in normal t.1mee>h1a:eompaIlY"· 

pro'ocbly would be faced with 1ncreased, pay'roll chllre;eo 03 'menreturned: trOll:. 

• I, , ; .~. .• ", .• " ' • 

qui te.' peO,S1misti? 0.0 to futuro oorn1:lgs, 01' his compaXlY end expressed: a fear ." 
", '." ,,"":< "" 

thJlt unfavorable pooiwr conditions m1gh.t cause the rete' of return'· to. fell', 
:. . 

. ,. 

below 3 per cent •.. , 

. . ' . . , 
(8) Mr. 'J. ':S:o JolmGon, Coordinator fo'r tho ,Citizono" Mrulpovor Comm1t'tee:ror Los; 

· Ane;elos, . t'md. Dr.· D. F. ?Ogl:1l:l,' Proroeoor or Economies at· tho . University :0: 
Ce11fom1a" 0. t Los Allgeleo, presented Gte tist1cc and; general op1n1on ~ tcZlt1-

· mony··oo ·to :lobor and ooonom1e .. conditiono· now and, in' the "'post'W'3r period. ," 

-8-
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. Roy A. Weho,'.of the!Co:niil1ssion'a stoff,' pre~entedevidenee end ' . 
• , ' ~ " ,." . • • • .' ,', ' I,. ':. • ' ., • " ',' , " . f, ' , ", '. ".;.,,'. ~ f': . 
"·tostified. 1.10 to the inherent otab111ty of the ut.ility '1nduotry,' po1nting to pest . 

.' , :roeord.::i ' fOllo~ wor~d. w~ I' and in the' d.epreoa10n "l'e;1~" f~~;;W~ th~ 'im'!." '.' 
• "',. ' , ',,'. .: " • '," _. < ,,'. /.' '; r'" ,~ "" . _::. ',i," "". • •. .' •..• ' .' . 

"'ou.s1r.es3 ero.sh.. " Wh.11ehe roe~€;n1zed'tJlc.t tho :rceo:c.voro1onper10d.· vouldprc'sent',· 

, manY' try1nS problcm.e, Wche ·M~d. he b"liev~d. SOuthern CIl11:f'~l:'n1~"i~a:fO~' the:< . " 
, ~ • • , ,f .",,, , • • ' " . 

,,' .., , .'. '"",,. ," ".",". .., .' , 

bllse'fore large 1nduotricl' :oXptmSion in 'Which' tho' Eecponde:c.t' Ut1li ty, 'W'ould.:~. ,., 

:f'1.l.1.ly .. slulre •. ' 
. ",-.:.: ", ' 

.' " . 

" E7idenc'c' ' ..... lla··pre3ent~d by 't!le', :tc!!a 'not',o~";:f' 'tho Bco~o~dent·· ...... . 

" Uti1ity:and, 'the'C~.om10s16:c. 'but ':I.1~AW'iDO' by' the' 'City' or U;o 'AriS~i~D 1n~U~ot1r..g' 
.• th~ rlltos'cif 'return 't~t' ~ould reGul~ o~ the'b~3~~'Ot:1943I~eo~' 1fOthe'sr~~a i. 

revenue ..... ere rea:~c~d"aui't1Cientl.7 ClO' eet no exces3 profit' ~~·'i10b'i11tY''''''~ul~ .', 
be·1nc'Jrl"cd.. Ind1C'C.t1Vtl·o! these 'e3t~~e'the' fOllov'~ t'1gure~::~~e ':p~'rt1nent: 

. . ... ~ 

. ' . 

, ',,' .,' 
., . 

C.R.C. ,:&lois . ,.: CompllnY Beaio :.' . 
. 6t{J S1ni"..1ng F1Jnd c.' ' .• :$ S1nk1:c.g Fund: ::',:' 

Undepreeilltod ' ' : 'Und.epreeio:ted .::' 
" . __ .............................. __ .......... __ ~ ..... ~R~oe~o~r~d~ed~· __ ~ ..... ~A~d.~jun_·_t_ed~ __ ~:_:·'_'_A_d~~uz_~~.t_e_d __ ·_'·:: 

. Opero.t1rlg Revenue $1;,143,213:93' $13,107,:878.81, " $12,m,4~ 

'Opero.ting Exponoes Oth.orthan 
'Fedorll1 I:c.eolllo Toxes, . .. 
Federal Inco~Texec; 
Normnl, Tc.x e t .1~ : 
Blllanee Normal Tax & Surtax 
Execoo ?roi'i to' Tax: , 

Totlll·Federel'IncoJ:l.O : .. X~8 
,. . 

Net Rovenue Betore 
Exceeo Protito ~1lX 

Bote of,Roturn Bot:oro Exccos 
Prof1 ta 'Tox " 

, , ., 

, Red.uction ,in Grose'Reqw.red to . 
, , Remove Excesa Prof1ts ,Tex 

'. 
9,140,739.33 

;68,000.00:, 
." 360,,000.00;' 
.. 540,000.00' 

1,468,000.00 

8.~· 

583,'602.00 :', 
184,398.00 " 

. -93t 785.00 . , 
, 1,700,785.00 ". 

$3,216,157.67 

.,., ,,' 
• 'r"',',' ", 

• ,\. ' ' • Jr",' .,". 

',,',' ,. , 

9',l18,6l7 ' 

.' ~'" 

.... ,. 

$3 .. 154~176 

'"8,M.' .. .. -*'7'J' 

I,it.fo11ity. ' $1,068,000.00 . $1,210;000.00, .$l,2l0,000 
If,.,".:' . ;, 

Bato Of. Bet1.U"n if' Excess, 
.?rot1to Tax Liability, 

. 'El1m1:c.O. ted •. . 
. , 

....•. ;5.1$., 
• " < ======================================== 

,., " " .. ". J" • 
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Tho City, through thc Chio! El:.gt:leor of 1 ts DcJport:lont or PubliC' 
. ", ., ,"' 

Ut1l1 t!.eo, Sto.nley M •. ' Lo."lha.m;' presentod, in ade.1 t10n,' oxh1b1 to ond te:ltimorl,Y, 
.' " 

" '" 
, /' ,,'. '.' ',' 

, "J_",'" 

relating to the Cityto re quo st for on edjUGt:lOnt in the :n!n1mum. chllrge' 1~ the 

Santa. Monica area, as ...... ell 00, lover eo~i ty rates 1:1 ~ the E:lrbor District. 
. ","'~ 

.j • • 

goneral discount roe.uct10n, it the letter ~hould be uoed'by tho Commiaaion'1n 

d10tr1but1ng·o..ny rate .. roduct1ono. 
, .. ' .... ;! ' 

Moe.1f1~t10ne Due' to Ch3ngoa ·in :Cprec1at1on' ' 
, ' 

, A-:. . the. cloo'e o~, tb.e ,lo:ot hearing' i t ... ~c stipulated by' tho parties o~ " 
. , 

intereot that H' the reopoctivo. otai"t'a ot the 'Rco~ondent Utility"ond. or tho.' 
," r' , . 

COmmioaion could.' got together Md agroo.'uPOl:. I! ncvoched.ulo~o!'livea ·,thati ...... ould· 
, .j • • _ r' " .~1. "'. ' .• ,,:', ',:.~ •• 'r.' : . 

hAve th~'cffoctof redue1ng'the,onnuoldcproc1ation cxp~nso burden as~oasured 

by tho 5 ond:6,per cent 'S1nld.ngf'undtl:l.'luitiee',t:!len such ochcdule'o;Of'11'70C 
· .... 1. 

. i· 

would be dool:lOd a part·ofthe'record.. 
!' " 

A:deprociat10nschcdule of 1iveo VOG vorked out'and ogreedupon by 
'. ," '~.,."" ~ ,.I, :. ,: ~':J' j , :J .... 

each of tho recpect1vo ,'otaffSnc!:lOc.' and. it is' heroby ~eoigo.otod eo Exb,1bi t " 

. No~18. 'l'hi:::0ched~~' of l1voo e.."'ld the 'ot~cl:lment'ther6to shoo" the:fO~~ : 
deproci~t1on~u1~1c~ pred.1C~tod upon tho tJverQ~e .1943"~~;~~~~'·,,(9r . : , 

. .. 
. .' . ' 

. . 5Por Cent 6 ?erCent 
:_' ____________________________ ~ __ ~S~i~nk~~~~Fun~~d~·'_·~: __ ·~s~~~· __ ~·FUn ___ d_· __ : 

Exhib1tNo. 2' 

Exhib1t;No~' 18 

.... ', I • 

. $671; 944, $580,264:~':'" 
" ,~" .. ,' 

$572,897, ..... " 
":'" j';" ','" -,j" 

.... ', I 

(9) In sett1ngforth the schedule of lives, Exhibit'~O" 18, in 'part, states: 
,,I ,!. • , " .",.:f . ", ~ 

WIt.shoul.d be understood. thllt the rev1~~d 11v~~set forth 'in ' .. 
Exh,ib1tAtJl'e not ~the result of tJl:. exhaustive .:malya1s "of the 'compo:cy's 
experience, ~d. fiJrther investigation :ncy 1nd.1CQte the: ne~d. for :r~1oion~ , 
It, chould be,:pe.rt1culerly noted tl:l.et iXC.certnint1es, relot,ive. to' Qva1leble ' 
aupply render it ,p1lrtieularly ,difficult to assign ,Q life to· the~ Diego " 
trono.o1os10n l1neet th1at1::e cnd.the 1ife;of~O ye~s',sho_wn,1n'the::!;' ' 
tr$1ls!:lios1011 account is viewed as high. unlecs the, present .Qveilo.blo. gas , 
supply to SoU"thern CQliforn1a 13 O~ll'tIJd in the f'uttlrc.!t " .. / ,.,' 

" '0 'J. ,\~ 

,I,;' 
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c.J..716 • 
Discussion o~ Evidence: and Conelu~ions.~ 

, , 

A~ 'this i~ Don i.!'ltO:oirn opinion ~d o:-dl!'r ~ (j, i"in4Ll' pronounr.:e:::ent. " on ' 

Q.ll of the dif'ference:; that. havc'c.evf:'lopcd will not 1x!mllde. 
"'''' 

of', the' issues' and' c!.ii'i'e:-cnc<:3? howovo!", is belio-Icd: !'loc<:~s.'lrY~ 
" 

In rp.fereneeto'~orking ca3r. cQ.pit~? it wouldb~ incorrect to ir~er 

t.hat, in the CO!'r.:tissior. :;tai'f's deve1opoen":. of th~ r~te' base ~', this ,it~'w~s 

exclud~d# A~ t:. matter o! fact,_ a~ EY .. "'!:oit ::0. 1 and the' t~stir.lony clearly' show, 

full ':alloWa.'ie~ for th(!: gr~ssworkins cash requircl:l~nt ...... b.S ~deon the~"s&m~ "ba:is' 

, thf.1t"the ,'Col'!ll:li:sion has long employed.. 

" ,! '", 

rE:c.irl.re:::ents. However, 'Re:ponde!'::~ Utility c.ia not recog:".iz~ the actual amounts 

~ vailabl.e for working· ca~h which resulted.' from' tax accruals ahead ,or '~y:nent::. ' 

, . 

'cashrequire::ents' as developed by thl'1 ~teff~o: both'?"espondent a.."l.d th~ Cocni:s=a .. , 
.", ": " . . • r. 

A sharp 'dH"fere!'lce also sro:!lt::! i.."l the development· of :' the' rate b~:!Ie" 

with res~et to the trE:at:'!l~!'lt of donations in aid o!' cor~trUetion: and custocer:: T 

",I _ 

Dodvanc~~ :Cor con:5truct.ion.'liithout going into MY ext.ended,di3cu3sion~t.thi:; . 

" I;. , ,,' ,,'~ , 

tior.~ aeeou-"'lt.'. Respondent 1:ti.lity 'eont~nded·tM,t on ~~.y ·O!".thcseextell$io.n:s.;. 

gas ,s.:l.les have iner~.:l.:;(!d <:0 that theextensionz no longer "conztitute ',~ burden to 

other users 'of: gt.s :sez:vice. Respondent ,clair.l<:d tl"'~t it w~s 'entitled',to'l~return: 

onall,3Ueh~xten~ions. 

It'wo1.!1d· ~p~ar th::.t if ~o.r;lings h:>,ve i!'lcreased on .thi:. clo.ss of' 

exter.sions there i~' o.ddi tior.cl r<:c.:::on· :.·or <:xell.Odir.s . tht:::l £:-01:.: the' r<":l te ' ol:1se.' .. 

Otherwise, cons\W.ers· of g~.s s(-J:-vie~ would ~ r~ir,:d. to pe:.y a· return on 

The::".i::cell'Zlneo\lZ r~v~nu(> it¢::. of IlpproY..ir...ltely:$108,OOO, thllt ~ro:;...:­

!'roJ:lc~\rrying : charges on the fiI'l.?.."lcing or eustol:crs" o.ppli~"'lce::;,o.p~c.r:; to op. 

to be f.n itF'!n that 'lOgically o::.:1.~ \)xcluded fro:: ec.rr.ings, ~~ the r~cord 'zhO'",:; 
. ~ . 

th~t ~"'l ell probability it ~dll not ~c .pre~er.t i~'the futur~ •. 
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" " " '" 

profi t cred.it ,ad.just!lent in 19'-.3, ,c.l:-ried. over, fro.::. -:.he .pNvious 'yefJ.r~ ,of ". 

The ~xclusiono!,thisexce~s 
, .... 1 , I, , .. 

profit credit has'the 'e!'1'ect of increasing ,tile fcder~~ ineot:e' taX payment ,by' 
.,. , ' .. 

. ,,"ppro~te1y $164~OOO; which re,UJ.t~ in a corr~spond.ing ,rp.duction ~ n~t 

rev~nue. 

r','hile: it is considered.' pro~:- to nor::lGlize' rcven~es 'and expen~e3 

from yett:r to :Jeer for sueh~curring ~ttcrs ~IS te;:l.PC'retur~" w,,"ges,. '0tC"~>', 
, , .. , 

, , .•. , '" .. " !, .,' 

if 'non-r~curring i te~, like "those noted ~:oove" ,art': always ~xclud~d, fro::. . , 

're:venue~'then tne result "will·be ud':lvorIl.Qle:to tbe·rate p;;yers",,' 

It is~·view,. bl!sed. upon the ev:id.~nce of reC'orci~'th~t, the' 
, ',.'., J. " , , ,. 

'Rc$pond~nt Utilitj""sratcs for gas s~rvice' should 'oe redueed:,so ~ to result, 

in a gross r~VE:nue reduction of not les~ th.ln. $7,0,.00000 Ill'l, 8nn~lba$i: ... ;. , 

Such a reduction,. in ~ opinion, will leeve the -.:.tility in :l strong, ec.rr.ing' .. 

. position and . ~:r~ble' it to ::~~t tU.l ,of .its f~ci~i' obll8ati~~s. (10).:<:~:' 
" r •• ', 

lerger. reduction cight, be jU:ltiti<:d by 'thG COQ~' s eurrcnt<-!t:.rnings,,' but 
. , . ,'\ " 

inasmuch tiS this is en i."'ltCl':,imoro.er and tht: A:turepr~3ents ',llUmcrou~uncer-

. t3inti~s, the r--duction will' be limitt'd, to 'thl!' .lOount :sta.tcdabove.': 'A:;V1ill 
, , . , 

" , 

be developed: later., , the l:lC.r.!'.er· in which it is t.o' be . .:lppli'ed .... lill· result: io a' 
, " • I 

"(.'hilt! it' is' my' opinion tr~t ':,' . 
'.', •. i 

.' ..... " 

re.t~ ot return' tigure:: " should. 'not be :, given too, QlJ.ch 'weig..'-lt a.t this t.ime'~. the, 

tOllowi~gnet- rev~nut=>s"and~rc~ntc?gc rf'turn~(ll) ~n th~ 'Comis;~~nst~;!'s.' . 
! ,'",., 

ClO), Net; Rpvp.!'J.ue, Avp-ilable for, Fir...:'.ne:!.al Req1.:ireoents',," 
J£ Bonds - $12,6l0~OOO 
;%·Depreciation.Re::(~rv~:": Sll~2:32,71S 

$2,135,175 

(ll) 

B~l~neelprt tor Cocmon St~ck ~d:Surplus 

Co::won' Stock . OUt3t~d1ng $11;,000 , 000' . 
,I ./. i. J 

" .. ,.-

Unapproprit.ttJd'Surplus, 1 z 952.009, " 
, $12,952,009 

I ", '" 

Rate ot·' earning ,on,Comon Stock· end. :Surplus: 9.2'; 

Such.' r.!'.tes· o£ return re:!leet.'a provision' tor "d.epreeio:.tiononth'e'5 per' 
cent· s1nk1r.g 1'und besis and : with, live:;" in' aceord.lnee with EXhibit, ,,: , 
No •. 18-•. " The ,ratCl'S of'%'f':!t.um are preCicc.ted.'.on' tht!' rate:,basefi,gurez 
in EXhibits Nos. ,1, a."'1d. '2. introduced' by the Commission's' stat! •. , 
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C;.4:/~O. .' 
.. , *. ': ~ "11 .' • {. , ~ .' • .' • -'.'. , ' 

basis' will result~1'tcr c)';cluCir.g $108',,000 'in m1see1l.aneou:5 ,revenue and.' provid.-

ing , for, toe $759 ,.QOO:, '~c:.duction': 
, ... " 

• • III •• 

,Without Aliowa.."lce V.ith Allowanee · ' · , 
· for exee$~'Profit, : tor Exeo.:;s ,?ro!it :' ", · : ' . Carr;t-over'<:redit '" . ' Carr/-over Credilt' · ' · . 
: ~et .. . Rate of : Net", : ?~te o! . 
: 3a~is :"R~enue' :- ' Rp.turn· = . ?..evenue : 'Mturn ., 
Un~epreeiated Rate Base ~2,135,175, 5.82% :'!'2,271~630 6.19'~;"~ 

Sl,57.3,,539 " 6.22".0 $1:709,994, 6:76% u 

, . ' ... 

, ' ' 

net revenue 'l.'1ll be reduced sooewh~t 1e~~than Si)6~OoO; anci, th~'b~a::ee' 
. ",' '. I + 

represent~, a saving ir. tax p::'j'::Ients., 'This does ,not ::lean, however, that, 
I ,_ • 

t~cre isa dollar o1"this reduetion'tbnt the consUmers 'Of g~s;se~eeue 
, , . . ~. ,. " 

not entitled. to, receive~, Ve'r,J ~b::t.:lntiCLl po~ion!3 of the exce,s'profit', 
. . ", . " ,", • ',.. '. '. ",:-,,! ", ,J, "". ' • , 

, t~ paid' eOrne ,froe. other' sources' thAn c.dCi tion.ll :"ev~nue:; from gas', stl.le s.-

For example-, the ,scving ,inoo:ld.· int~rezt, . whieh' hcz &teriwj" ir.erc3sed ,", 
_.:';'" .,,1 

excess profit t~ PC.~e':lt~1 i!3: cl~ar1y ~ sa~ng which should right:!'ully be 
• • '" '. • ' ... ". , • ·~I. '. • • • , _ .0 •. " "0"', '. i ',,,' . I. .::,' , 

, shared 'with the Utili'tj~"s conSumers.' Ai:'! redU:Ct:l:onin tax pay:lcnts'bec~'Use ':. 
• tI!t. • "" ';' '" , .;. • ••• j ,_ " •• ••• .' '. .' '. .", _ • " , 

. o~ 'ra.te changes." 'resulting .t!"O:!l.-su-c:h s:ivings~ . i= '::l~rely a ,distribution o! : part , , 
... '.... '.... ' ".' '. • .'. 'I", : '.f: '/;'. 

· of the cxc~ss earn:i.r'.gs to' the 'users' of serviep. .• who' are' entitled"to this'!relie!~ " 
,< ... ",' • " ,.'-""'. ". ','" J,' •• :' •• :...'",.:I",<'r., ... .'.: •. ;., .. I .. , ... ~.,..:~.·~.:.~ 

. In this opir.ion and 'order, ' hc"~ver, the resulting rat.es or return and' e'~rnin,g.s . " 
ar'e such that, irres~etive o£ th~ ·'o·t£~~~·1.:.pOn t.,..xe~,' t.heroduct.1on"is ::tuJiy' .. "- ... 

'.". " _,'J: 

wo.rr~.n ted. ~ -', 
, .. 

. ' , ... 
?or!'!l'oi"Rat.~· Rp-d.uction. 

;. '. . , ,', ~ " 

, The, positio~t~k~n byt~rcprese!'::tctives of thp. City ,ot" Los; 
. , '. "'," .:',' ~:.,' ... ',: ..' .' .... . . . - ., ' . , ", 

Ange~es, 'in urging specialtreet~er.t in the 'S~"lta'Moniec and Harbor District 
, ',' " " -' 

~ees, is not without ~erit., Conditions in reference to customer,d@r~ity and 
,J' • '" H'., "', . 

" .' . , . " " ., , 

u~~ hllveeh".nged ::inee the lazt re.t.e adjusttlent. At. the present, time ,Con<!rsl 
,'" '. . ..... 

" ' 

, ~rv'ice,' Sch,;-d.ule 3--;" provid~ ~ !or ~ pa~',mt. ot 90' c~nt3 tor the tirst :;00' " ' . " ... ',' .. ', ' . 

cubic reet of gas ,in the: Santt. :!onic(;:. .3rGa.' In view of the ehc.ngtd conditions, 
" . :'" "'''- .. ,\', 

a~v:p.ll as th~:inimu.o. charges in other divizions or. the Utility" system and 
; 
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.' 
,,', I" 

f.d.joinir.g olrec.S, ared.uctior. of 5 cent~, in't.he mip.i.":tU.T.,to.'85 c(!nts,is'o~li.ev:ed. 

warrer.ted.(12) . . Such .c. rcducti;on' 1.5 cstil"',','tec. to bring about: ~ ,Sb.ving t.o, th(: . 

rete payers of ,,-ppro:d'..':ately S32,000 ~ y~ar. 
,,'I. .' 

Und.<:r more nor:l.ll conditio::s, the balance,,' or,' $71$ ,000,. would. b~ , . 
I ,', 

apportio~~d to thedif~erer.t scrvicearaas ~nd b~sic,ehang~,woul~ b~ ~~~,ir. 
, . ~ . 

• ,J • 

the 'r",te ,st.ruetures.:' Evid€nce' ot record, ir.ciec.t.::s the de:sire.bil.it.y ot, '::ome' . ., . . 

for.=. ot, Qisco\.; .... 'lt or eli vidend es ~. ~an, ot- bringing &.bout'th~, r~ducti~~. ',' 'P.' " 

d.i~count 'Jlpplied ,toe,o,:ting £im rt-Lt~s, bey~ne. the '~.imw:l Ch;;g~>~·3.p~~rs to' 

be •. 0. :Siopl~·"l\n~',pr:-.. cti~.?ll:leans ot' bringing 'this' ~'bout~ (1;) <: '~:"vi~'~f ,the 

u:.~c~rta-in periOd. alll?':'d, the $718',000, ir. ~h(~' torm ot <J.is~'¥lt$,will::b~llmited 
,,'" '. 'I,. 

to 'a . twelvp' months r ~riod.,' ".tter which period, the: discounts will ·auto::u-ti~o.ll:r' , ' 

,c€laseunlesz the ,Commi,sion othp.~ise orders, and t~e"U~~iscounted:~ates 'will:: 
~ • " 'j :. • ~ 

agf.l.in become the 13.w!ul':r~tcsto be eh3.rged. On the ba'sis' 01' ,thp :ro~Ord,,:l' 
:' ,.-. 

uniform distribution' ofth~ ::-edu<:tion to t1'le 'cle.sses· or ~~rviee ~ pcrticip~tir..g .' 

appoo.rs t.o' be justified ~xeept for the H~rbor District •. : . In' this 1l1.ttcr c.rea' 

a higherpprcentage discount is warr~nted:. 

,:,~~~~A~P~P~11~'c~a~bi~e~(n~)~~~~_: 
:. To ~Ullng Beyond·: . Tot~ 's1iliilg . 
. __________________ ..::-_ ...... l.{inimlll'n i • :'," :"'''Firm Sal~s 

'Ccner~ Service <:~' , .. ," . 
Harbor'Distric't' 
All ,Other Di,trict, 

Firm Ind.u3triOl.';~~c6 and 1!ilit.a17 ~rvieo: ' 
All Districts, .. 

i','holesalo Service - ExelusivAor Surplus: . 
~ Di~go G~;s. t\l'ld Electric coopa.."lj" . 

",', ".'" • I' •• 
" . " • ~ I 

10.0~ I " ' 

7.5h 
. : ,. ," 

. ' 

(U), It was urged. by tr.e City 01"Lo$ Angcle, t.hc.t'~ lO-,cent, rcduetion~be'made --, 
. ' , ., .. , : .. ;.' in -part becaus~ the ad.joining ~r~o. in e~ntrtJ.l Los Ang~le:s,. served by the 
'. South~rn Californi~ Vc.s ·CompAnY ,(Schedule D-lA) 'h~s ~~ 80-cent,c~rge for 

)00 ,cubie i'eet o£gl\s.!, " 

(1;) Such' discounts ;, should. . ~ ,applied' to 'rim,ge., s~rvic~. of thtl! !ollewing, 
clas30s: "general' servicc.1' includir.,g but~C"' semce, ',firm industrilU.' and , 
milit<lI'y.. ,No .diseount is to bt" eppli~d.: to :J~l~s N.ndered. unecr g~z:: 
or.gine"Po oil field". S'Jrpluz ,industri~ a."'ld, ~p€'ci:u' i.cdustri::J.. 

(ll.) The greClwr porcente.goll! . reduction . as'~ig..~ed ,to; the retr~_i1' ~~rvices 'c.::;:~-
pared: -to -thc$<ln Di~go wholes:J.p. dO~:$ not .Qer.n thC!t such retl1il ,.~ervice, 
othftrthe.n t.ho'- ~H!!!.r'bor· Di~triet, i:'J rc:eei ving, c. l,z>.rg.,r· e.llo<:~tion·o!· the 
r~d.uetion,.· inllaeuch 'I.',S ,the. SM Diego ,p~rcentc.gc, i, to be' ~ppli~d .to .the ' " 
.tot.:-.J. ,rfl:vt<:nup. -from fimc.~liv~ri("'. whil"3 ,the high~r rct~il discount r~t~:. 
is to,'be Ilpplieci ,to ,the reta'i-l revenues reduec'd by :therev~r.uc$'recp.iv"d' 
from themini::oJ.ln.s,. .. ", 
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I, ,I 

"'',-' 

r ",t,' 
" . , ' 

'Future Hearings. ' ' 
,'t't' 

, " . ' 

A.s' this, is ll.n- i."lter~ order,: the ease i:: ,to re:::ain open rQr ':',' , , 

,<-,,', I 

turther hcaringz':to be ,set .at ciate S ,to, be detc~ec! .. ' ''Lbe,' Cow':;sion, ~y" ' 
'" ,,';' """':,'" 

after sue h ,hearings: and ,upon· further order, cor:.tinu~' or ' Chango',: the' d.isCO\lnts 

at the end. o!the twelve ~nthsfperiod •. 
. , , 

The ,tollom.ng, to~ ot, interi::lorder is recomcJ."?nded.:', 

OR~ER - ----
, _ .. ' ". 

Public' heArings having been. held a.."ld. eo show cause order having been 
" 

is,ued to detercine why int~~.m'r~te3,~hould. not be est~blished, the,Commission ' 
, .,' 

, • • i', 

being advised, th~ ~ttp.r having been sub.cittecl.onthe urdcr to Show:'~u:e;" 
, " ., ',' '. . 

The Railroad Cor:.oission ot, the Stet<: of CalitorniD.'hereby rinds as' 
, . , ' . 

. ". ," ,.'. 

a fact that tho gr~:s revenues or th~Southern'Cour.tie$ Ga3Compa~'o!" ' 
... : 

C~lif orma should ':'oe reduced not le SS, than S750 ~ 000 ; '. Whi~h .:-.Co~t' is ' found: ' ' 
, t '" , 

"",'/ ,< ,','., ,. I 

further finds that on,e.r;d z.ft~r ,the ' effective' date: tho: rates naw, ehargf!)'(i , for, 
, '. . ,-

" 

gas service' that d.iffer rrot:. the rates' herein,' ordered. are unreasonable ,and 

the rates' and' modifications horein ordered are,' roasor.able .. 

:sasi'~gthis,order upon' the: fo~egoing' f~ding~~f 'fa~t" and :upo~:' " 
• I .. , • .. 

the facts ~in,theopirj,on preceding this 'order; , 
,/ . '. ,,"!' 

: IT IS RERE3YFlJR'l"dER ORDERED thatior !leter readings taken on and, 
',. , 

after December 15, 1944.,. the ,So\lth~rnCOunties,Cas 'Com~ ,of Cali!o~a s~.a.ll 
. .'", ' 

apply to its presently effective gas rate' ,tariffs, herein£J:t~r specified" the' 

, rOll~'ing war emergency' di~counts "to: be in force ~c' i~/efiect'fo; : ~ . perl.~;::," . 

O!.:~~~lv~· (12)~onth~':Md endir.g with ·me~~;;e~di;.gst~~~::~;'·'De~~~be~ '14;'::' :': '" 
.... ,.-.,,'" 

1945 ~ and. therea!ter the,' r~gularlY filed r:.tes of this ' utility vii thout :' s::J.d ' 
", 

discounts shall be the ,law!1llly effective roltes until olltered or changed in' a 
.. ' ' . 

.canner provided by law: ' 
. . . . ' 

1.,To " all general service tolri!'£S' in all, distr-lcts .except Hl).%'Oor,';"., 
D~~trict; to, ill. i'irmind\:.strial ~d !:lilitu-y tari!rs' in all ;' .. 
ciistricts' there: shp..ll' be, applieda7 .5 per .eent, diSCOUllt on '," ,," , 
th:. t portion of 'the' bill in exe~ss of the minimum charge;: ) , 

. 'l.' . ~ '. '., . 
. " ," 
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2. To all general service in FArbor Di~trict, on tr~tportion or 
the:bill in exee:: of the ~~~ charge, 8.'lO.O per;centdiscountj 
and.··. ,., 

" . 

.3. 1'0 the, wholes&le' gas 'service; exclusive of.surplus,,· that. is" , . 
supplied to'the San I>iego Gas and Electric: Compa.ny- a 5 .. eper cent' 
dizcount. I' • ,'. 

. .. '" 

~ ,., . . I ?, " ',.' ./.. ;." " > " , ) • I ' . • " • 

addition to the ciiseou.~t Ul'lder (1) a'bove, the present mini:n\lmcharge, 01' .90: cents " 
• I " I',. '. " ," " 

< ',' {" ". '.' " .'. • , ,', ,.' • 

tor the first 300;eu.bic fect of' gas·;per :::.eter per :lOnth o!the 'general:serviee ' 
~. , . . . 

tari.t'1' shAll':be reduced. to 85 cents." 

IT IS BERESY FURTQR ORDu.ED that begi.."l."li..~ with January l" .,1945; ..... 
'I,t 

the depreciation accl"'.lals shall be-calculated ona .si.."*ingfund ba.zis and . 

. the rate ot : interest rec!.ueed !::-om6 per c~nt to·5 per cent per ann~ •.. ·: 
. ,'. ~ . . .. 

. Except as otheM~eprovid.ed." the e!!ectiv~ date. o! this order.' 

shall. be fifteen (15 rdnys :!'roIll the date he re o:!' ~ 
• j • "" 

The!oregoing . interi;:l op1.."lion a.nd order are hereb:r approved' alld..' 

...• 
o::-d.ereci !iled' ~ the' interim opir.ion and ord.er of t.he Railroad -: Co~sion . of .. 

the State 'of: California. in' case' No." 1.;.716. 
_. ;' 

1944.··· .. · 



• 
Cll::e Xo. l~716.' 

,I'" 

,. Cn,"'lIlot' cor.cur. It i::: i:lpo:;dble to sc.y whether somereductio:l' 

i:l :::-cepOndcnt TO' ra.teo ::Jay be, ju:;tifiec." fo:" the decision doez not" cont.lin ".' 

'", " 

PO!isc=~ t;).'t'f,J degree o~ ac.r:-.:i.tlistrat~ vo i'i:"'.:Uity" C. cl~cisio!l ot tho ColXliocio::.'" 
: .' 

should evicience:J. .i'ull .:?.."lc.!.tir cO;'l::;::deration or ~11 the subst:l.."lt1.ru: :J.:5SUOS 

reached. !!it docs not do ~o, I C~~"lot joir. thcre~. 

i'lrct i:; tr~t the Coc:ni::;sion is here 'procccri"i"'Z to tr~la.te into are.tc', 
" \" I, 

thi:lg "c:i.e~l:r revealed i:: ti"..:.t' tho Comr..i:;sion :J.cloowledecs ,D. 'very ur.certai::. 

pe~lodar.ead :or this utility" ~"ld so it ~e: it::;rato'reductiono~er,~ 

lin-itcd t<lr.n. rc.te ma::r be c.ccl:l.rec. rOll::or.Ableu."'ldor ccrto:i.n condition.:;". , how 
• I ,,1/' ,,' 

I "I" "," 

retur- to the ?resent' r<l.te::; "::ou:.c!bc ju::tii'ied cxa.ctly O:lEl yearh<mee"l:he::: 

thi.::: Ci:::eount.rc:t.o ie to ¢C~:;C, :' do not know. 
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" 

,,' . 
Com:m1ssioner ~>" dissenting: 

I 'eannot conc'Ul:' i:. the maj on ty opinion " 
, \ ",. 

and order. This:I do' ot necessity since I'he.ve: 

:c.ot"oeenattorded the oPl'ortmlity ot a tull'd1s-", 

cussion "ot· the, underlying tact s in, support .: ot, the' : 

::ne.jor1ty opinion a:ldorder as dra.""ted, , 8.~.: a duly' " 

called. ::.eeting ot theeommission • .' 

I agree ,tully 'with,' Comissioner 'Rowell' s .,',~ , 

views reg~ding the treat~e::lt ot taxes. 

, ,'" 

" ' 

. , 
',,'" I' 

I, " 

'" .. r 

: ,": 


