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Docket No. G-113

Hopre NaTurAL Gas CoMPANY

Schedule No. 7

Summary of utility plant investment as at Dec. 81, 1940, showing 1940 additions and retirements after examiner’s reclassification of account
100-6, by accounts

Investment per booksat Jan. 1,1940, asreclassified by examiner

1940 *
Account 100-1—Utility plant in service Retirements Balance per
) Acct. 100-6, books as at
utility plant 12/31/40 (as
Less in process of Total Additions reclassified)
Total ;gsq?fi‘;g_ Balance reclélisg:lﬁca- 100-1 100-6
tion
(a) (b) (@] @ (e) (6] (®) (h) ® @)
Natural gas production plant:
330-1 Natural gas produeing lands_ .. __.| .. .} o |eao $23, 522,05 $23,522.06 |- $23, 522. 05
330-2 Natural gas producing leaseholds,
operated. .____________._______._ 1,301,824. 55 | 1,301,824. 55 $482. 17 | ... $23,192.25 | 1,279,114, 47
330-4 Rights-of-way 523,349. 97 598,498, 35 526, 218. 69
330-5 Other land and land rights___ . ___| | | e e
331-1 Gas well structures.....______._____ 15,93 (.. ____.__ 15,98 ... 15.93 203, 32
3312 Field meas. and reg. station strue- E
tures._ .. e_ .. 1,302. 38 203.82 1, 008. 56 29, 832. 80 30, 841.46 4,7271.05 $32.99 1,372.19 34,163.33
331-3 Other production system structures_ 3,308.51 |...___._- 3,308. 51 171,877.45 175, 186. 96 10,997.15 253. 67 9,476.92 176, 452, 52
332-1 Producing gas wells, well construc- : :
tiom________ 106, 320.45 | 2,210.79 104, 109. 66 | 4,237,022, 99 | 4,341,132, 65 253, 906. 28 9,373.86 131, 360. 09 | 4, 454, 304. 98
332-2 Producing gas wells, wellequipment.| 84,939.95 | 6,356.61 78,583.34 | 7,626,941.82 | 7, 705, 525, 16 169, 570. 34 10, 075. 32 222 278.59 | 7,642, 741. 59
333-1 Fieldlines. .. . . ... .. _._._____ 153,990.07 | 5,134.05 148, 856. 02 110, 786, 383.76 (10, 935, 239.78 239, 620. 18 3,357.24 176,297. 10 |10, 995, 205. 62
333-2 Field meas. and reg. station equip-
ment__. ... 11,234.28 | 1,811.63 9,422.65 198, 127, 96 207, 550. 61 5,658.10 895.38 [_____._____._. 212,313.33
334 Drilling and cleaning equipment_.__ 89,353,78 | 6,129, 97 83,223.81 333, 652. 77 416, 876. 58 64, 522. 10 31,803.79 18, 661. 69 430, 933. 20
337 Other production equipment._______ 2, 730. 49 600. 45 2,130. 04 26, 962. 21 29, 092. 25 9,126.80 | . ___ .. | o__ 38,219, 14
Total natural gas production
plant____ .. 460,045. 61 124, 238,71 435, 806. 90 |25, 259, 498. 43 {25, 695, 305. 33 762, 607. 91 55, 792, 25 588,728, 75 |25, 813, 392. 24
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Transmission plant:

351-23 Rights-of-way______.._._______

352-2
352-3
3524

353

354-2
354-3
3544

Compressor station structures.
Meas. and reg. station structures____
Other transmission system struc-

Compressor station equipment_ ____
Meas. and reg. station equipment___
Other transmission system equip-

General plant:

370
37
372
373
374
375
376
377
378
379

25 Distribution plant

Land and land rights.__________
Structures and improvements_._
Office furniture and equipment . .___
Transportation equipment_________
Stores equipment
Shop equipment______._______.____
Laboratory equipment___..________
Tools and work equipment___._____
Communication equipment.._____.
Miscellaneous equipment__..______

Total general plant___________

Total gas plant (exclusive of
distr. plt) oo .

900. 00

Totalgas plant . ... oo oo
100-3 Construction work in progress_.. ...

__________ 900.00 152, 660. 05 153, 560.05 3,382.27 901. 50 156, 040. 82

783. 52 17.39 766.13 551, 354, 41 552,120, 54 1,121.00 1,310.33 551, 931. 21
4,168,25 | 2,467.38 1,700.87 | 1,759,311.84 | 1,761,012.71 65,402.12 . _._.__.___ 20,451. 77 | 1,805, 963. 06
1,749.09 | ... __ 1,749.09 5,155.15 6,904, 24 3,058. 02 287.08 7.20 9, 665, 98
765.74 |.. .. ____ 765, 74 6,704.81 7,470. 556 864,57 | | 8,425.12
114,206.06 | 6,897.51 107, 308. 85 |14, 578, 358, 33 {14, 685, 666, 88 238, 746. 99 39,58 48,798.86 |14, 875, 575.43
93, 385, 59 (46, 475. 76. 46,900.83 | 8 042,390.35 | 8,089, 300.18 421, 572.88 25.00 122,082.86 | 8,388, 765,20
9,218.15 7.67 9, 205. 48 9,219.00 18,424.48 529.85 466.49 | _____________ 18.487.84
6,600, 58 | 1,122.42 5487.16 | ____._____._.. 5,487.16 6, 900. 31 2,201.13 | ______._____ 10, 096. 34
231,780. 98 {66, 988.13 174,792.85 [25,105,153. 94 |25, 279, 946. 79 741, 666. 01 3,109.28 193, 552. 52 |25, 824, 951. 00
- 158, 769. 60 158, 769. 60 20.69 [ ... 850. 00 157, 940, 29
4,476.78 4,476.78 250, 343.14 255, 319. 92 261,852.59 . _...______ 11, 202,48 505, 470. 03
11, 925,95 11, 925. 95 235,868, 32 247,824.27 49,023.07 2,391.82 31,874. 59 262, 580. 93
49,656, 18 49, 656,18 175, 535. 67 225,191, 85 43,328.47 4,531.14 19, 869. 58 244, 119. 60
25, 83 25.83 || - - 25.83
7,633.17 7,633.17 9,472.48 148,89 |___ - 16, 956. 76
160. 22 160.22 || 160. 22
1,457.37 437,705. 71 1,259,14 1,457.37 19, 407.65 418,099, 83
10, 248. 20 252, 560, 05 41,752.65 76. 84 1,,956. 55 282,279. 31
_____________ 19,898.38 | . e 19,898.38
85, 583. 70 | 1, 375. 60 84, 208.10 | 1,520,880.90 | 1,605, 089, 00 406, 200, 09 8, 606. 06 95,160.85 | 1,907,531.18
777,410.29 (82, 602. 44 694, 807. 85 |51, 885, 533. 27 |52, §80, 341.12 | 1, 910, 483.01 67, 507. 59 877,442.12 [53, 545,874, 42
149, 401. 69 | 1, 716. 2 147,685, 44 | 2,753,575.22 | 2,901, 260. 66 243, 490. 55 4,462, 74 50, 339. 50 | 3,089, 948.97
926,811. 98 (84,318, 69 842,493.29 154, 639, 108. 49 (55, 481, 601. 78 | 2,153,973.56 | (4) 71,970.33 927, 781.62 |56, 635, 823. 39
398,286,556 ( 2,012.74 306,273.81 |.. ... .. ___ 396, 273. 81 72,052.88 | ..l .. 469, 226. 69
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Hopr NaruraL Gas Company—Continued

Summary of utility plant investment as at Dec. 31, 1940, showing 1940 additions and retirements after examiner’s reclassification of account
‘ 100-6, by accounts—Continued

Investment per booksat Jan. 1, 1940, as reclassified by examiner 1940
‘Account 100-1—TUtility plant in service Retirements Balance per
Acct. 100-6 books as
utility plant 12/31/40 (as
Less Bal in xirocfgs of Total Additions reclassified)
reserve alance reclassifica-
Total acquisi- tion 100-1 100-6
tion
(a) (b) (c) d) (e) ) ) (h) M) 0]

1004 Unoperated leaseholds_ . _.________.___ $21, 933. 09 $22.34 $21,910.75 | $462,526.90 | $484,437.65 $12,704.68 | ________.____ $13,751.68 | $483,390.65

1, 347,031. 62 |86,353. 77 | 1,260, 677.85 |55, 101, 835. 39 (56,362, 313.24 | 2,239, 631.12 71,970.33 941, 533. 30 (57, 588, 440.73

Reserve Gas Co. acquisition:

100-1 Utility plant in service (classified). |- ... .}...___.__ 86,353.77 | _ 86,363, 77 oo 86, 363. 77

100-6 Utility plant in process of reclassi-
fleation. ... 7,335,767.68 | 7,335,767.68 | .. | 283, 309. 23 | 7,052, 458. 45
Totalgasplant___._......._.._ 1,347,031.62 |_________. 1, 347, 031. 62 |62, 437, 403. 07 |63, 784, 434. 69 | 2, 239, 631.12 71,970.33 | 1, 224, 842, 53 |64, 727, 252. 95

110 Other physical property—Coal
Property. oo oeoiece e femeccmcc i e e (1)341, 281. 68 341,281.68 || 341,281. 68

146 Other deferred debits—Contracts
forgas. . o oo e (2) 23,915. 61 23,915 61 |- oo et 23,915. 61

_______________________ 1,347, 031. 62 {62, 802, 600. 36 |64, 149, 631. 98 | 2, 239, 631.12 71,970.33 | 1,224, 842. 53 |65, 002, 450. 24

271 Earned surplus... oo (3) 6,207.94 6,207.94 | . oa__.___ 186. 30 6, 021. 64

_______________________ 1,347, 031. 62 {62, 808, 808. 30 |64, 155, 839. 92 | 2, 239, 631.12 71,970.33 | 1,225,028.83 (65, 098, 471. 88

¥I€



Summary: ) .
Totals—Exclusive of reserve acquisition..| .. ... ..o 1, 260, 677.85 |55, 473, 040.62 156,733, 718. 47 | 2,239,631.12 | (4) 71,970.33 941, 719. 60 (57, 959, 659. 66

Reserve acquisition 86,453.77 | 7,335,767.68 | 7,422,121, 45 |- ... | ... 283, 309.23 | 7,138, 812. 22
Grand totals...__..____.. e e 1, 347, 031. 62 162, 808, 808, 30 |64, 155, 839.92 | 2, 239, 631.12 71,970.33 | 1,225,028, 83 |65,008,471. 88
Notes:

(1) Reclassified, as shown, by examiners blce. sheet jnl. entry No. 100, at 12/31/38.

(2) Reclassified, as shown, by examiners blce. sheet jnl. entry No, 101, at 12/31/38.

(3) Chgd. to surplus, as shown, by examiners blce. sheet jnl. entry No. 101, at 12/31/38,

(4) Although no check has been attempted it seems likely that retitements of classified Reserve Gas Company acquisitions may be included in this amount.
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26  Docket G-113 Schedule No. 8

HoPE NATURAL GAS COMPANY
Depletion and Depreciation Expense for the Year Ended Dec. 31, 1940

sogs Deple. and
Plant balance, Depreciation
Particulars 4 depree. exp.
Jan. 1, 1940 rate year 1040 ’
(a) (b) © (d)
Natural gas production plant:
R-of-W and fleld linelabor._.._____.___.____.. $4,312,320.58 | Deple....._... .|  $175,004.00
118 4 07 1 - S 210,393.60 | 4.17%. . ... 8,773.41
Fd. line mat'l and stat. equipment_ 7,887,861, 72 175,110. 31
Operated aGreage . ..o 1, 870, 191. 83 67, 084. 00
Gas well equipment .. _______ . ___________. 7,468, 118.73 186, 702. 97
QGas well construction..._ 4, 088, 489. 32 286, 492. 00
Cost of abandoning gaswells_.____ ... .. | oo ... 105, 860. 00
Drilling and cleaning equipment____._._______ 625,013.96 | Clearing acct.l.__| ... ...
Total, nat. gas prod. plant._.. ... ... 26,162,379.74 | . _________.__. 995, 026. 69
Transmission plant:
Mains mat’l, labor and equipment............ 14,631,820.64 | 1.56%. . _...___. 228, 256. 54
StruCtUres. .o icmaacns 1,458,921.00 | 2.50%_ ... _____ 36,473.03
Compressor station equipment ..._............ 7,637,208.30 | 2.56%_ _._.___.__ 195, 514. 84
Total, transmission plant . ... ... ___ 23,728,048.93 |- . . ________ 460, 244. 41
General plant:
Structures and improvements ... _______.._ 218,602.40 | 2,17%._ .. __.._.__ 4,743.67
Office furniture and equipment.. 186, 518. 29
Other equipment _ ... ... 111, 056. 48
Communication equipment..___._______._____ 246, 933, 62
Transportation equipment__..___. .. _..... 156, 300. 93
Total, general plant __. _.__.___________.____. 919, 501. 72
Subtotal. . eeaas 50, 809, 930. 39
Nondepreciable plant:
Natural-gas-producing lands__._.__.__..______. 3,319.84 | . feeiine
Other land and land rights__.______________.._ 20,801.29 ||
Transmission land ... .. .. _._...__.___. 163, 812, 21
General plant land and land rights_._.__.__.__ 101, 1569. 99
Total, nondepreciable plant . __.__ ... .. .__ 289,003.33 | oo e
Total, gas plant in service (exclusive of dis- | 51,099,028,72 |.___ ... ___. 1,480, 047. 16
trib. plant),

! Depreciation expense on these accounts is distributed through clearing accounts. It is not con-
sidered necessary, or practicable, to revise company’s depreciation accounting.
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- 27 Docket G-113

Hopre CONSTRUCTION AND REFINING COMPANY

West Virginia Gasoline Earnings, per Books and as Adjusted, Year Ended
Dee. 31, 1940

Schedule No, 9

Particulars Per books algﬁfﬁéﬂeﬁ% As adjusted
(a) (b) [©] (d)
Bales:
Gallons S0ld. - .o 18,004,380 | __. _______._.__ 18, 094, 389
Average price pergallon. _ . ... . ... ... $0.0288 | _____._...... $0. 0288
Amount.____. ... 521,949.77 | ... 521, 949. 77
Expenses:
Production expense:

Contract €8S .o oo 62, 435. 67 $62, 435.67

Less: Vapor fuel earnings - 119, 598. 3¢ 119, 592. 32
Net cost of gas purchased ... ....o....... 57, 166. 65 57,156.65 | .. .- ._._._..
Labor, - oo 52,130.07 | ... 52,139.07
Fuel and power. .. oo 125,502.62 |ocoone e 125, 592, 62
Other production expenses_.___.__.____._. 98,649.40 | ___.______ ... 98, 649. 40
Total direct production exp............. 219, 224, 44 57, 156, 65 276, 381, 09
Overhead . ..o oo imaes 26,805.27 |- 26, 805, 27
KOS e e oo e e e m 6,365.87 | o oo 6, 355. 37
Depreeiation_ ... .o oL 49, 497. 68 25, 245. 42 74,743.10
Total indirect production exp........... 82, 658. 32 25, 245. 42 107, 903. 74
Total production expense..............- 301, 882. 76 82, 402. 07 384, 284. 83
Qasoline purchased 8,777.52 | oees 8,777.52
Inventory fluetuations. ... ... 1,802.42 | ... ... 1,302, 42
Total cost of gasolinesold_._.___..__.__. 312, 052. 70 82,402, 07 304, 454. 77
Shipping, handling, and storage exp. - 40, 515. 78 N 41, 844. 50
Administrative and general exp-.__ .. - 22, 521.25 22, 521.25
Federal income tax_ ... 28, 000. 00 28, 000. 00
Other miscellaneous charges and ers 2,936.18 |- 2,936. 16
Total eXPense. . ..o ccacacmeccananan 406, 025, 89 83, 730.79 489, 756. 68
Net earnings. .. oooroamevanocaun 115, 923. 88 88,780.79 32,193.09

Ttalic figures denote decrease.
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28 Docket G-113

Schedule No. %9a

HoPE CONSTRUCTION AND REFINING COMPANY

‘Butdne Department Earnings per Books and as Adjusted Year Ended Dee.
940

Particulars Per books | FAMMINGS ad- | 45 adjusted
(8) (b) (c) @
Sales:
5, 018, 992 5,018, 992
$0. 0619 $0. 0619
Amount. ... e 310,902.08 | .. ... 310, 902. 08
Expenses:

Net cost of gas purchased._._........ 25, 957. 50 25,957.60 | .o
Labor. . ceimvaa——- 4,173.47 | 4,173. 47
Fuel and POWer. . . e el ime e cac e e
Other production expenses.. ..__.._....... 6,216.01 |__________.____. 6, 215.01

Total direct production expense......... 36, 345,98 25, 957. 50 10,388.48
Overhead... oo 3,957.78 | ... 3,957.73
Taxes.._...- 1,080.44 | . ... 1, 960. 44
Depreciation 12, 452. 43 506. 95 11,045.48

Total indireet production expense........ 18, 370. 60 508. 95 17, 863. 65

Total production expense. _........_..- 54, 716. 58 26, 464. 45 28, 262. 13
Butane purchased 337.56 |- 337.56
Inventory fluctuations._._._._.._.__.._._. 6,184.80 |oeoe 6,124.90

Total cost of butane sold............._.. 48, 929.23 26, 464. 45 22, 464.78
Shipping, handling and storage expense... 31, 528. 51 26.69 31, 501. 82
Marketing expense ... .oocoeenciooen 9,499.96 | .. .. ... 9, 409. 96
Administrative and general expense....... 12,130.75 |0t 12,130.75
Federal income tax___ ... __c...... 35,000.00 {___.___.._.__._. 35, 000. 00
Other miscellaneous charges and credits.__ 238.94 246. 15 7.21

Total eXPONSe .. .o oo eecerececmeons 136, 849, 51 26,244.99 110, 604. 52

Net earnings. .. aeeeovceeeoccncoreaen 174, 062. 57 26, 244. 99 200, 297. 56

Italic figures denote decrease,
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20 Docket G-113

Schedule No. 9b

Hopr CONSTRUCTION AND REFINING COMPANY

Harnings Statement—Adjusting Entries Year 1940

Dr. Cr.
1
Hope Natural Gas Company..... - $88,393.17 1. o _____.
Operating expenses—Gascline—W. Va $62, 435. 67
Operating expenses—Butane _- . - 25, 957.-50
To reverse the royalty paid to the above company on the contractual
basis of 1§ of the net gasoline sales for the year 1940. This royalty was
charged to gasoline and butane expenses under account ‘“Gas Purchased.”
The purpose of this entry is to present the net revenue of the West Virginia
gasoline and butasne departments excluding royalties.
2
Operating expenses—Gasoline—W. Va 119,592.32 |emccacea- -
Hope Natural Gas Company- 119, 592. 32
To reverse the eharges against the above company for vent gases returned
to that company. According to the Commission Engineers these vent
gases are the property of the Hope Natural Gas Company and no charge
should have heen made by the Hope Construction snd Refining Com-
pany for the return of these gases. The revenue derived from this charge
was credited to gasoline operating expenses, account “Vapor Fuel Earn-
ings.”
3
Operating expenses—Gasoline—W. Va P S 78,676.95 |om_______ -
Operating expenses—Butane_..__ Z| 12,574.19 {0 . ...
Operating expenses—Gasoline—W. Va__. oo o | 52,102, 81
Operating expenses-——Butane - .| 12,861, 68
Surplus. e --{ 26,286.65
To reverse entries recording annual depreciation, profits, or loss on plant
and equipment retired, and profit or loss on sale of capital assets, and to
set up depreciation expense on West Virginia gasoline and butane invest-
ment based on rates furnished by Commission Engineers, per the follow-
ing detail:
Per Per Adjust
books examiners ment
(a) : (h) © @®
30  Year 1940: R
© 7 Operating expenses—gasoline—W. Va.: -
Production expense depreciation..._......._._.... $49,497.68 | $74,743.10 | $25, 245.42
Shipping, handling, and storage expense, depre-
eiation. e 2, 605. 13 3,933. 85 1,328.72
Total e ciaeaees 52,102. 81 78, 676. 95 26, 574. 14
Operating expenses—butane:
Production expense depreciation_._.........__...._. 12,452.43 | 11,945.48 506.95
Shipping, handling, and storage expense depreciation. 655. 40 628,71 26.69
Profit or loss frorm sale of capital assets_._._._.____.. 248.15 | 246.15
L 7 N 12,861.68 | 12,574.19 287.49
Total year 1940 _ . __ ... 64,964.49 | 91,251.14 26, 286. 65

Italic figures denote decrease.
484807—42
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31 Docket G-113 Schedule No. 8¢

HopPe CONSTRUCTION AND REFINING COMPANY

West Virginia Gasoline and Butane Investment and Related Reserve for
Depreciation—Year 1940

Adjusted plant investment
Investment
Balance : Retire- Balance
Jan. 1 ‘ Additions | ‘menge Dec. 31
® ) © @ (e)

Othér ‘West Virginia plants_______| _........... $1,420,952.34| $20,014. 15| $45,170. 90($1, 404, 795. 59
Kennedy plant 258, 876, 66 932.71 188,50 - 269,620.78
Butane_.._ __________._______.___ 261, 663, 62 2,214.84 530,24 263,348.22
Total ceeo oo ceecan]een P 1,950, 492. 62| 23,161.70] 45,889, 73| 1,927, 764, 59

Computed reserve for depreciation

Balance Provision Salvage Retire- Balance

Jan. 1 ments Dec: 31
4.79 Other W, Va, plants.__._____ $1, 085, 281. 08|  $67,802.21 $1, 537.14) $45, 170, 90/$1, 109, 539. 63
4.16 Kennedy plant. 207,322. 21 10, 784,74 192. 62 188.59| 218,110.98
479 Butane_ ... .. ... 156, 651. 54 12, 574,19 457.22 530,24 169,152.71

1, 449, 254, 83 91, 251, 14 2,186.98| 45,889. 73| 1,496, 803. 22

Average investment
Total V‘i’rv;:ia Kennedy | Butane
Average investment [ P -($1,939, 128, 6081, 417, 373. 96|$259, 248, 72| $262, 505, 92
Reserve for depreciation. . _ ..o {-voercaeen - 1,473, 029. 02 1,007,410, 30| 212,716,59| 162, 902.13
Average net investment._ _____._. ... ... .. 466,099, 58| 319, 963. 66 46, 532,13 99, 603. 79
‘Working capital ... ... | 80, 000. 00
Costofsites. ... . . |eccemmnaaooe 16, 629. 53

Total investmento.umeeeeo o fucevcuenes 562, 729. 11
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32  Docket G-113 Schedule No. 9d
Hore CONSTRUCTION AND REFINING COMPANY

Kennedy Plant Net Earnings and Investment, Years 1939 and 1940

Year
Particulars
1939 1940
Sales:
Guillonssold._____. Lo mmmmemm e mme e ememeen 3,173, 397 2,761, 780
Average price pergallon. . ... ..o oooL.oo $0. 0319 $0. 0227
Amount_ ..o 101, 256. 05 62,824.88
Expenses:
Direct production expense (1). .. ... .. 16, 568. 22 14,963. 49
Indirect production expense (2) 14, 250. 51 14, 750. 91
Other eXpenses (3) oo oo e 19, 310. 50 19, 276.24
Total eXPeNSe . . - v oo oo e oo e —————— 50,129. 23 48, 990. 64
Net earnings. . e ceiis 51,126. 82 13,834.22
8% ofnetinvestment___.__.__ ... ... 3,340.23 2,791.93
Difference. .- e 47,777. 59 11,042. 20
Average Investment ... ... 257,799. 62 259, 248. 72
Average reserve for depreciation.__.__.___________.__ ... 201,979.08 212, 716. 59
Average net investment_ _________._______ . _________. 55, 820. 54 46, 532.13
(1) Per books, excluding royalty. ... .. 12, 657‘.}02 7,801. 51
(2) Amounts allocated on following bases: )
Overhead—direct Yabor_ ... .. ... 2,527.98 2,993.08
Taxes——investment 998.07 973.08
Depreciation—as calcalated. ... ool 10,724. 46 10,784.75
Total e 14, 250. 51 14, 750. 91
(3) Amounts allocated on following bases:
Shipping, handling, and storage—gallons produced........... 6, 281. 21 5,865. 54
Administrative and general—direct charges. ... _.......... $1,172.95 $1, 219. 30
Federal income tax—net earnings before taxes._......._....... 11, 360. 02 12,032. 44
Other miscellaneous—direct charges. .. . . .. ...._... 496. 32 158. 96
Total. e 19, 310. 50 19, 276. 24




33  Docket G-113

Horre CONSTRUCTION AND REFINING COMPANY'

Gasoline Sales by Plants, Year Ended Deac. 31, 1940

Schedule No. 9¢

Sales ta Standard Oil*Co. of N. J. Sales to others Total sales
Plant
Gallons A;:{:;ge Amount | Gallons A;ffgfe Amonnt | Gallons Agsir:ege Amount
(8) (b) @ (D) (e) ™) [¢:] (h) 0] G}
West Virginia:
798, 394 $0.0322 | $25,670.03 996, 626 $0.0278 | $27, 660. 64
554, 875 . 0341 18, 944. 26 554,875 . 0341 18, 944. 26
382, 505 L0215 8, 225. 25 482, 998 . 0208 10, 062. 79
432, 604 .0327 | 14,136.64 719, 528 . 0260 18, 722.10
8, 633, 725 .0322 | 277,819.62 | 10, 728, 935 .0300 | 321, 839.46
1, 882, 875 .0295 | 55,423.22 | 2,761,780 0227 62, 824. 86
1,372,733 L0325 | 44,621.52 | 1,420,757 .0317 44, 990. 62
Motal o dmmemmmmemma—m——ea 3,607, 788 0167 | 60,204.19 | 14,057,711 .0316 | 444,840.54 | 17, 665, 499 .0286 | 505,044.73
Purchased gasoline:
Sistersville repressuring unit__ ... ____.__ 16,181 Adj. 4,726.71 412, 709 .0295 | 12,178.33 428, 890 . 0394 16, 905. 04
Total West Virginia_.._______. S, 3,623, 969 L0179 | 64,930.90 | 14, 470, 420 .0316 | 467,018.87 | 18, 094, 389 .0288 | 521,940.77
Pennsylvania:
Brave. e e 1, 522, 871 .0113 17,189.88 | 4,531,663 .0278 | 126,168.32 | 6,054,534 .0237 | 143,358.20
54,780 . 0411 2, 250. 80 54, 780 L0411 2, 250. 80
117,732 .0573 6, 750.83 117,732 . 0573 6, 750.83
Total Pennsylvanis.. - .o oo foooe. 1,522,871 L0113 | 17,189.88 | 4,704,175 0287 | 135,169.95 | 6,227,046 .0245 | 152,350.83

ese



507,870

.0340 | 17,277.07

507,870

.0340 17,277.07

19, 682, 465 I

.0310 | 609, 465. 89

24, 829, 305

.0279 [ 691, 586. 67

€ce



Hore NarToraL Gas CompaNny

Schedule No. 10

34 Docket G-113
Summary of Examiners’ Adjusting Entries Showing Accounts Affected for the Year Ended Dec. 31, 1940
B | 606.1, sales
Eg et toother | 608, other
o Description adjust- ’
a ment ga(s alﬂlt)ﬂ sales
()] ®) (c) (@ (O] ® ® (h) 6] 0] (k) (Y]
Accounts 600-608 gas service revenues:

202 Eliminating compressing refund—Brave

station._______ .. $202,158.36 [$292,158.36 |- oo feeommoce e omcccmcmm e e e cc o femmmmmmme e m e e e ol
203 Eliminating gas delivered to H. C. &

R. Co. for oil operations. __._._______. 73,644.14 | .. ______. $73,644.14 | e e et
213 Reversing value placed on vent gas to

H.C.&R.Co. . 6,000.80 |-_o._._.. 6,000,830 |- oo e e et e el
Motal . el 371,802.80 | 202,158.36 | 79,644.44 | .| e e
617.1 617.2
Rev. from process. nat. 619.3
610, rent gas manage- 619.6, gas
from gas ment&tgees sales cont
prop. d ex; adj
Contract | Butane | 50C€XD.
gas gas
Accounts 610-619, other gas revenues:

208 Transfer of W. Va. prod. and sales taxes.| 41,334.28 | o |ommommommoao o $41,334.28 || e il
211 Elimination and concurrent credit to

operating expenses and other accounts_| 109,834.45 | 812, 440.96 | . .| . ___.__ $122,274.81 | . e e
214 Reversing sale of contract and butane

gastoH.C. & R. Co___.____._______ 80,591.66 {.._____..._. 54,634.16 | $25,057.60 .. oo §oo oo e
Motal L 231,760.39 | 12,440. 5 54,634.16 | 25,057.50 | 122,274.81 | 41,334.28 | . f ..o fee e




733, oper. 734.3, 1d. 7353, fd. 471, 741.2,
perei | dad | me e | et over Sicham | forsiat | o prorgus | sl | residuit
- . . rod. labor . - g S roduced, ati
neering bor & exp. suepx%‘& equip. | P ey opz; p.lng
Accounts 733-749, natural gas production:
211 Management fees and expenses trans-
ferred. .. il 12,670.69 | $8,816.71 | . ... $664.88 | $8,010.11 | o .| $189.04 | ... | S,
215 QGasoline and butanesalesmadeby H.C.
&R.CO e 888,851,068 § oo | e et $839,851.06 ... ...
216 Ezxpenses incurred by H. C. & R. Co,,
incident to extraction operations__._.. 600,361.20 §- .- oo m e e e e $600, 361. 20
217 Return on investment to H. C. & R.
Co., incident to extraction operations_| 33,763.75 |, ..} oo oot fecocceooofeeiaiae ] JEOUS RO, S, $3, 763.75
223 To eliminate alloc. costs arising from
trans. of coke oven gas to Hastings
Station .. ... 1,981.60 Y. __________ £685.54 1,204.62 | .o.__ 256.90 | $194. 64 {oemmeeaee ]
Total .. cmmncnreaa 2183,287.89 8,815.71 526.64 1,769. 45 8,010. 11 56. 90 194. 64 189.04 | 852,851.06 | 634,124.95
754.11, nat.
gL | pui
rom . .
o8, oper. labor
Accounts 754-757, other production
expenses:
203 Eliminating gas returned from H. C.
& R. Co. used for oil operations_.__... 67,008.05 | 867,008.06 |-}l N —— [ I S
211 Management fees and expenses trans-
ferred. ... oo 5,194.80 | ... 86,104.80 ool — PO IR PO
218 Eliminate book cost of natural gas
purchased from H. C. & R. Co___.._. 186,167.98 | 135,167.98 R FNVSUPUII IS SR, - R O [
219 Reinstate adjusted cost of natural gas
purchased from H. C. & R. Co._... 95,143.08 | 05,143.08 [_._____..__.|-.._. RO ISR A,
Total 112,227.25 | 107,082.95 6, 194.80 | oo e e e e

Italic figures denote decrease,

149



35 Summary of Examiners’ Adjusting Entries Showing Accounts Affected for the Year Ended Dec. 31, 1940—Continued

759.22,
En. ron.uil, | Tsgant, | 769,1212, | Gpisy | Oper. of | D0 | RN | 7ea | Mlatatof] 7042,
try Description Net ad- | Pumping|Pump.sta-| Bump. | %o ™| trans, | oo | o pam, | Maint, | pomp. | Joint
No. justment si‘.aa]gloorn tl%[zl es;-gln Stg:é‘lm mains— u;aig[s)——- system| stat. |ofmains| stat. |exp.er.
. labor & exp exp. struct. equipt.
(=) ®) (@ @ @ [49) ® (h) (6] @ k) U] (m) @) (0)
Accounts 758-764 transmission ex-
penses:
202 Eliminating compressing re-
fund—Brave station....__.__ 3292, 168.86) oo~ _ 298, 158,86 - - o ce oo e e e i e
203 Differential of gas supplied to
and returned by H. C. & R.
GO 6,686.09]. e e e e $6,686.09) - e |
2n Management fees and ex-
penses transferred.. ___.._..._ 1,867, 97 e el L $1,351.80) - .o} $16.67) ||
213 Adj.-H. C. & R. Co. for gas &
steam furnished.___._._______ 186,692.69) - |eceeeenae $126,692.681 el
220 Eliminate book cost of coke .
oven gas furnished by Do-
mestic Coke Corp........_... 285,810, 4ff ccmee e e 285, 8100 4] - - o oo e e i cc e e e foeee e e e e
222 To eliminate direet costs aris-
ing from trans. of coke oven
gas to Hastings station_._____ 30,842.68) 19,142.211 8,608.78) .|l feemonas 84,767 84 o __.__ L. 2.7 7| S NS P
223 To eliminate alloe. costs arising
from trans. of coke oven gas
to Hastings station..______.__ L7 § | IS SR PN $1,944.63] $89.08{ ... |......__.. L3 08 (7 7720 O IO NI AR,
224 Toreinstate in oper. exp. value
of coke oven gas used at Hast- : .
ings station for boiler fuel_.. .| 68,683.83|. ... _fecucooo.o_ 68,683, 83 o fem e emcm e | e e
Totale oo 676,862. 44| 19, 142. 21| 295,764 154|842, 219. 83| 1,954.68|  89.08l1,851.30) 4, 767.24| 1,104 40] 3.844.18(6,686.08| |-




21

21

212

237

g

S

Direct

Accounts 765-777 distribution ex- %i:tf-
penses: trangf'd
Admin. and general expenses
13, 230, 55] 13, 230. 55
148, 929, 551148, 929, 55
80, 345. 10| 89, 345. 10,
Total ... 251, 505. 20]251, 508, 20« - oo < oo e e e el
781, Cust. 5
Accounts 779-784 customers’ ac- billing gfﬁ;ml‘go’ﬁs
counting & collecting. exp.: a%ggg expenses
Management fees and exp.
transferred..... . ....___... 1,000.01| $588.69 L7477 U DRI (SUNUORIIN NSIUPUN (RSN [RUUIONIN [ONIOIIUIN NUUNORI SR RN
Total oo 1,008.01 588.69% P/ | FORUSU IR SR SO NN U DRI NI NI NN
790, Sal. | 01, Otner | 2L EX gynag| Gegn | 7es, |70 Ree-| b | s | SR il
. - . of gen’l ven’l penses of 'l oft Special latory loyees Misc'l. of 803, chise
Accounts 790-809 administrative off.and | ﬂ%ge o | genl Egﬂ sup%e seIr’g'lcces comm, | B ellfrare . gewl | iy | Rents | oovire
and general expenses: exec. | officers eml;l. &exﬁ exp. exp. .expenses equipt ments
Management fees and ex-
penses transferred...___.._.__ 89,048.06(815,534. 74| $62.948. 11| .o fomeanns 81,896. 41} $46.20| ceoen. 84,081,881 84,686.76] - oo
Reclassiflcation, original cost
and river rate expenditures
suspended..___._..___..__. R TV, ] P WSROI SURIUURI IR USRI E 841,978.26) e 282,068,085 oo
To eliminate alloc. costs arising
from trans. of coke oven gas
to Hastings station___._._____. 698.891 et —— JE% FEORRUICRI SOOI N A $698.29) . .
To eliminate certain donations
from operating expenses_.__.. 8,148, 78] e e e e 25 77: 5 /| DO IR IR
To segregate certain expenses
considered nonrecurring.._____ 85,058.87) . | 1,979.80123, 551, 54116,238. 48} - e | e e 83,788 41 oo 89,670.84) -eeeen -
To transfer direct distribu-
tion expenses. .. .. _........ JEN /71 N NI NS SRR SRS SN SVIPISUN USRI NS S R, $12,2%0.56
Total __. .. 814,117. 81| 15,884.74 68,948. 114 1,979.60|%3, 581. 5418, 134.89)  46.90\841,978. 85| 4,081. 88(588, 488.97) 508. 29 9, 570.84]18, 250. 55

Italic figures denote decrease.

.28



Summary of Examiners’ Adjusting Eniries Showing Accounts Affected for the Year Ended Dec. 31, 1940—Continued

36
2 i
Net adjust- | 503.1, Depre- - 81
E- Description ment siation dﬁ%)‘l.(};?rg‘i.
él & L. R,
(a) (b) © (D (e )] ® (h) o 6)] (k)
Accounts 503-506 depreciation and depletion:
243 To trans. portion applying to distri. sys_.... 809, 845. 10 T889,845.10 ... _..____.
245 To reverse the prov. for deprec. and depl..._| 1,238, 457.19 | 1,£20,073.88 | $18,383. 86
246 To set up deprec. and depl. as per study..... 1,480,947.16 | 1,423,863.16 | 57, 084.00
Total .o 153, 144. 87 114,444.73 | 38,700, 14 §. e el
: ; Taxes W. Va.
Allocated to | Fed. in- W.Va. [Misc’l. Fed 4 | Penna. inc Taxes
transport come gross sales | and State |, 22;’(5);“ s;l:rsc%nd foreignand | transf. to
coke oven gas| tax adj. tax adj: taxes adj rev. tazes ©orp. distr. exp.
Account 507, taxes:
208 Transfer of W. Va. taxes billed others.._..... PAIR.5 79 3 U NSO A NI IR, $41,884.88 | o et
223 To eliminate alloc. costs arising from trans.
of coke oven gas to Hastings Station.__._.___ 11,164.29 L7097 7% "2 (AR [N IRS (RS NSV SRR NUPUU RN SN
226 To adjust for over accrual ot Fed. income tax
fOr 1040 ... 16,480.00 \._____________ $16,480.00 | e
227 To trans. taxes paid in and charged to 1940
oper. that are applicable to prior years..... 17,098. 98
228 To provide for under accrual of W. Va. gross
salestax 1940 ___________________._._.._. 312.53
236 To eliminate taxes, not applicable to nstural
gasoperations_________.: .. ______.______ 8,218. 10
239 To segregate certain Pa. taxes as nonrec..... 4,601.88
241 To transfer direct distribution taxes_ ... . .| 148,929. 56 8148, 989. 65
Total. - Ii, 164.29 | .16,480.00 312,53 | 17,098.98 3,218.10 | 41,884.28 4,601.88 | 148,929.56

248,514.00

i i

T

T

T

g

T

8¢2¢



248

239

236

Accounts 510-513 exploration and development
costs:
Recorded losses for abandoned leases_ . ..____

Nonrecurring expenses:
Admin. and gen’l. expenses transferred_.....
Taxes expense transferred. ... .____________..

Accounts 520-527 other income:
Taxes not applicable to nat. gas oper.._______

512,
Abandoned

leases
12,422 43 12,422.43 | e e
12,422. 43 12,422.43 | | o]
792.1, Ex- |792.2, Exp. {793, General| 801, Mis-
penses of of gen’l. | office sup- | cellaneous | 803, Rents | 507, Taxes
gen’l. off. | office empl.| plies & exp.| gen’l. exp.
85,058. 27 1,979. 60 23,531.54 | '16,238.48 | 33,738.41 9,570, 24 | e
4,601.33 |-ormee e e e 4,601.83 |- ..
89, 659, 60 1,979.60 | 23,531.54 | 16,238.48 | 33,6738.41 9, 570. 24 4,601.33 | ___________| . _.
527, Non-
oper. rev.
deduet.
3,218.10 B 218.10 |- oo e e et el
3,218.10 3,218.10 { || e

Italic figures denote decrease.



Summary of Boaminers’ Adjusting Entries Showing Accounts Affected for the Year Ended Dec. 31, 1940—Continued

37
Es o Net adjust- | 533 Misc'l
; Z Description Tment mc:ﬁo(!-)l su&
Accounts 530-538 income deductions:

218 Reverse book cost of nat. gas purch. fromH.C. &

R.Co_-___. R o] $135,167.98 | $185,167.98 | o oo | e e el
219 Reinstate corrected cost of nat. gas purchased

fromH.C.&R. Co .. 95,143.08 96,148.08 [«vomnomee e - (U P
220 Reverse book cost of coke oven gas used at Hast-

ings and Gallagher Stations_ ... ... _._.._.__. 285, 310. 44 286,310, 44 | oot e e -
222 Elimination of direct costs from oper. exp. attrib- .

utable to trans. of coke oven gas_ ... _.__._.. 30, 842. 68 80,842.68 oo e e
223 Elimination of alloc. costs from oper. exp. attrib~

utable to trans. of coke ovengas_ ... ___._..._. 16, 882.29 16,882,290 |t e
224 Reinstate corrected cost of coke oven gas used as

boiler fuel at Hastings Stat________.__..________ 68, 683.8% 88,688.88 | e e e e
237 Elimin. of certain donations from oper. exp._._... 2,145.75 2 5. 78 e e e e

TOtAl .« e cccmcececmnmoce e am e 306, 522.23 306,522, 28 |- o oo e e e

126.2, Receiv. | 145.4, Other 146, Other de- . Tazes 250.1= Res. for(250.2, Res. for(271, Surplus
frot assoc. | work L o8- et dabit | “acerued | 98BI ofgas [depl’of - N.I” bigin.of
Balance sheet accounts:

211 Management fees and expenses transferred._ _____. (71001, 3 (R $840. 43 -I- RO SO SR
212 Suspension of reclassification, original cost and

river rate expenditares_ ____________________.___ 624,041.30 | $624,041.30 ||| .
213 Reversing value of steam, ete. furnished by

H. C. & R. Co. for extraction purposes..._..... 119,502.82 | $119,592.82 |- e e el
214 Reversing charges to H. C. & R. Co. for contract

and butane gas___ ... _.__.___.__._. 80, 691. 68 80,691.66 | .| e
215 To charge H. C. & R. Co. with sale of gasoline

and butane extracted. . ... ________ 832, 851. 05 832,851.06 | el




216 To eredit H. C. & R. Co. with expenses incurred
thru extraction operations.__...__.._____.________ 600, 361. 20 600,861.20 |\ .. | e
217 To credit H. C. & R. Co. with return on prop.
used for extraction purposes._.___._______..____ 33,768.76 88,763.75 | e e L
226 Overaccrual of Fed, inc. taxes for year 1040_______ 16, 480. 00
227 Taxes paid in and charged to 1940 operations and
applicable to prior years______.___________.____. 17,098. 98
228 Underaccrual of taxes at Dee. 81, 1940 _________ 312.58
45 To reverse provisions for depree. & depl_._.______ 1,238,457.19
246 To set up deprec. & depl. as per study_______ - 1,480,947. 18
A48 To transfer recorded losses for abandoned leases. _ 18,422,438
Total. . et ——mmem 639, 481. 68 237,726.76 640. 48 624,041.30 { 16,167.47 197, 828. 40 67,084.00 17, 098. 98
Italic figures denote Jecrease

ige
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38 JournaL ENTRIES

39 Docket G-113
HorE NATURAL GAS COMPANY

Bxaminers’ Adjusting Entries
ENTRY NO. 202

Dr.

605.1 Sales to other gas utilities (affiiated) ... ...

769.1211 Pumping station supplies and expenses. . __ ... .. ..______

To reduce revenues and expenses by the amount paid to The Peoples
Natural Gas Co. in consideration for compressing gas sold to that com-
pany, under the provisions of the sales contract dated May 8, 1937, etc.

This entry and entries following are given the same numbers as the com-
parable entry appearing in F. P. C. Exhibit 67A.

$202, 168. 36

Compressed by
8ales MCF | pepies MCF-

1040 o oo 9, 738,612 9,738, 612
.03

$292, 158. 36

$202, 158. 36

ENTRY NO. 203

608 Other 88168. . - o oo oo ot acm e mmcsmm e

754.11 Natural gas purchased from affiliated companies. ... ......_._.._.._.

764.2 Joint transmission expenses—Cr_ .o emmwe o ccmeoooao

To reduce revenues and expenses by the amount of gas exchanged with
Hope Construction and Refining Company during the year 1940, and
recorded on the books as purchases and sales of gas, etc.

Total Total sales, | Repurchase,| ry: :
Year MCF Amount | Amount | Difference

1940 el 265,444 | $73,644.14 | $67,008.05 | $6,636. 09

$73,644. 14

265,444 @ $.0214=$6,636.00

$67, 008. 05
6, 636. 09

40 ENTRY NO. 208

619. 6 Miscellaneous gas revenues—Q@Gas sales contract adjustments_...._....

507 Taxes, 1040 _ e

‘West Virginia production and sales taxes billed others as provided in sales
contracts, etc.

$41,334.28
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ENTRY NO. 211

Dr. Cr.
619.3 Management fees and eXpPeNses. . ocooooooiooeoooooona. $122,274.81 (...
145.4 Other work in progress—Stores suspense_
610 Rent from gas Property oo ool i o e eaee
783 Operation supervision and engineering .. ..o ..o oaoo__

734.3 Field measurmg and regulating statlon labor
734.4 Other production labor
741 Maintenance of producing gas well eqmpment
7585.1 Purchased gas 6perating labor. . _____..___I:

759. 24 Other transmission system expense

762. 21 Maintenance of pumping station equipment.__. ... ... __.______
781 . Customers’ billing and accounting
782 Miscellaneous eXPenses - ~u oo n e e n e
790 Salaries of general offices and executives._ . ..o ...
791 Other general office salaries. .. ... ...

793 General office-supplies and expenses
795 Special services_____._____._____._ e mmmm e ewm s mmm e ma——————
800.1 Employees’ welfare expenses. .-
801 Miscellaneous general expenses
To adjust the above balance sheet, operating revenue, and operating expense
- accounts as at Dec. 31, 1940, in order that the actual net expense be re-

ﬂected ete.

ENTRY NO. 212

146 Other deferred debits. .. o ccmmcccaccaen

797 Regulatory commission expenses

801 Miscellaneous general eXpenses. . - .t oo cccicoci s

To suspend the expenditures incurred during the year 1940 as shown by
memorandum accounts for company’s reclassification of property and
river rate investigation in the general ledger, ete.

$341, 978. 26
282, 063. 05

41 ENTRY NO. 213

126.2  Receivables from associated companies, Hope Construction and
Refining Company
608 Other sales_. _.._..._.....__.
759. 1212 Pumping station fuel
To charge Hope Construction and Refining Company with the value placed
on steam and gas furnished gasoline plants for extraction purposes, year
1940, ete. See gasoline extraction study for details of entries No. 213 to
217, inclusive, ete.

$119, 592, 32
6, 000. 30

$125, 592. 62

ENTRY NO. 214

617.1 Revenue from processed natural gas—Cont. gas. .. ___.._._..._...___._.

617.2 Revenue irom processed natural gas—Butanegas .. ____..______._ ...

126.2 Receivables from associated companies, Hope Construction and Re-

fining ComPaNy . - . ceecnem e

To credit Hope Construction ‘and Refining Company with the value per
books representmg royaltles, year 1940, etc.

$54, 634.16
25, 957. 50
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ENTRY NO, 215

126.2 Receivables from associate companies

747.1 Residuals produced—credit. . ...

To record in residuals produced account the revenue from sales of gasoline
and butane that were extracted, ete.

P ENTRY NO. 216

747. 2 Residuals operating expenses. .. .. ... $600, 361, 20

126. 2 Receivables from associated companies Hope Construction and Refin-

To record In residuals produced operation account the expenses incident to
production and sale of gasoline and butane, ete.

ENTRY NO. 217

-

747, 2 Residuals operating expenses_.__.______._ . .._.__.._

126. 2 Receivables from associated companies

To record In residuals produced operation account the return on invest-
ment allowed Hope Construction and Reflning Company, ete.

$38,763.75

$33,763.75

43 ENTRY NO. 218

838  Miscellaneous income deductions. . ___. ... .. _____ $135, 167. 98

754.11 Natural gas purchased from affiliated ecompanies. ... .. _____|.._.______._

To eliminate the balance recorded as cost of natural gas purchased from
Hope Construction and Refining Company, this balance being amount
remalning in Account 754.11 after giving effect to exchange gas adjustment
by Entry No. 203.

MCF
Contract No. 456. s 1, 052, 630
Exchange gas adjustment ! 285, 444
Contract No. 456 (net) . ... . 787, 186
Contract Nos. 108, 676, 1027, and 1008, __._______.___.._________ 41,968
820, 154
Less stipulation, Contract Nos. 198, 1027, and 1008, ____________ 36, 206
Net MCF subject to adjustment._. _____________________. 792, 850
Value
PUrchases . o e $141, 176, 42
Exchange gos._ . 67, 008. 05

Less stipulation, Contract Nos. 198, 1027, and 1098___ $6, 008. 44

Exchange g8s. .o 67, 008. 05
73, 016. 49
Value subject to adjustment.__.___._____._______.____..__ 135, 167. 98

$135, 167, 98

1 See Entry No. 203,
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4 ENTRY NO. 219
Dr. Cr.
754.11 Natural gas purchages from affiliated companies. _. $05,143.08 | rooe..- -
538  Miscellaneous income deductions. . .- ... P . $05, 143, 08
To reinstate the amount computed as cost of natural gas purchased from
Hope Construction and Refining Company, based on the unit price that
was recommended by the Bureau of Engineering. Details as follows:
1940
Total MCF .. an s e e e 792, 859
Unit price... . _cooovooon —— e am— e .12
AMOURDY. e e cacm e nas -$05, 143, 08
ENTRY NO. 220
538 Miscellaneous income deductions $285,310,44 | ._.o_...
759.1212 Pumping station fuel. . ..o e ame s $285, 310, 44
To eliminate from the operating expenses of the company charges made by
Domestic Coke Corporation for coke oven gas used at Hastings and
QGallagher Stations, ete.
MCF 1840
Hastings Station. ..ol - 1,259,986
Gallagher 8tation. .« eceoocmiaccae 2 mmcmm e e e 325,072
1, 585, 068
$285, 310, 44
ENTRY NO. 222
538 Miscellaneous income deducetions. ..ol $30,842.68 }...........

759.111 Pumping station labor.....__.._..._.

769.1211 Pumping station supplies and expenses. . ..

61.1 Maintenance of pumping station structures. .

762,21 Maintenance of pumping station equipment. ..

To eliminate from operating expenses the direct costs arising from the trans-
portation of coke oven gas to Hastings Station, ete.

45 ENTRY NO. 223

538  Miscellaneous income deduetions. ... ..
734,2 Field linelabor ... ...
735.2 Field line supplies and expenses....._.
734.3 Field measuring and regulating station—labor______.._._....
735.3 Field measuring and regulating station—supplies and expenses..
759.21 Operation of transmission mains—labor......_.........
759, 22 Operation of transmission mains—supplies and expenses
762,1 Maintenance of MaiNg._ . ooioooiicieimiannaas
802.3 Maintenance of communication equipment._._..
507  Taxes—I940. e eem e
To eliminate from operating expenses additional expenses and taxes ap-
plicable to the transportation of coke oven gas not considered in company
Exhibit No. 37,, ete.

$16, 882,29

484807—42——22
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ENTRY NO. 224

Dr. Cr
759.1212 Pumping station fuel. ... . $68,683.83 |__.__.____.
538 Miscellaneous income deductions. - ... . ... |l $68, 633,83
To reinstate in operating expenses of the company, the value of coke oven
gas used at Hastings Station for boiler fuel, etc.
1940
MO P e eeeen 1, 259, 986
Unit price. oo e aae . 05456
$68, 633, 83
46 Statement of Adjusiments to Operating Expenses and Taxes. . .
Original cost of property P .
Operat: Total oper- |
Propert; pensas stingor- | goyo | Afad
TOoperty ac- penses atio of ad-
oount No. tgs:s?pttzgt . ac- | Year Giipn. | epplied | just-
Total coke oven | B8t °g}tnt lation) ment
gas .
(a) (b) (¢) (d) (e) o ®) (h) [¢))

333.0.._...__|$11,206,741. 40 | $50,476.43 [0.004468 | 734.2 | 1940 [$117,622.76 | 0.004468 | $525.54
____________________________________ .2 | 1940 | 12,734.02| .o0sd68| 56.90
1940 | 22,018.32 | .054710 | 1,204.62
_________ .3 | 1040 | 3,565.83 | .054710 | 104,54
1040 | 04,025.30 | .020682 | 1,944.63
1940 | 4,307.10 | 020082 | 80.08
1040 | 53,399.10 | .02062 [ 1,104.40
378 ooonos-| . 24B,075.74 | , .3 | 1040 | 26,475.37 | 022508 | 598.29
1000 ... 51,207,620.64 | 762,502.06 | .014892 | 507 | 1040 |1749,683.82 | 014892 [11,164.20

1 8ee the following table.

Property taXes i $814, 546.06
Less:
Reserve Gas Co___...._.__._...._. e $61, 882. 06
Nongas operations._ ... .. ... e mm e mecameant 2,980.18
64,862, 24
Net Property taxes. . - . e e e e e e 749, 683, 82
o ENTRY NO. 228 S
Dr. Cr.
228 Taxes accrued, Dec. 31, 1940 ... .. ... $16,480.00 |..ooeoeeena -

Overaccrual of Federal income tax for year 1940 based upon tentative
1940 return and payment of $245,880 as of Mar. 15, 19041, Details as

follows:
Total tax accrued per books._ ... ... ... .. ... $1, 000, 000. 00
Tentative income-taxreturn... .. ... - 983, 520. 00
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ENTRY NO. 227

Dr. Cr.
271 Earned surplus, Jan. 1, 1940__ ... ... ..o ... $17,008.98 | ___....__._.
507 Taxes, 1040 ._..________ Y $17, 008. 98
Taxes paid in 1940 and charged to 1940 operations applicable to prior
years.
Kind of tax: . Amount
Capital-stock tax, 1939 .. .. e eaea.. $13, 015. 00
Federal old age, 1939_____.__ ... __. 800. 28
Federal unemployment, 1937 .. e 757.97
788.07
550, 86
361. 54
786. 52
Penna. foreign franchise, 1939__ .. ... 16. 29
Public Service Comm. fee, 1989 ... _.._.._._.._____ 55.03
17,008. 98
ENTRY NO. 228
507 Taxes, 1040, . . e $312.58 oo iaenan
228 Taxes accrued, Dec. 31, 1940 __ i $312. 53
Underaccrual of 1940 West Virginia gross sales taxes based on 1040 final
return. Details as follows:
Total tax per 1940 final veturn_______._._____..._______ $442, 312, 53
Taxes accrued per booKS._ .o iaiaon 442, 000. 00
Underacerual .o eccaeaan 312.53
48 ENTRY NO. 236
527 Nonoperating revenue deductions._ _._.____ . . ... ... $3,218.10 |- oo lae-..
507 Taxes, 1940 _ . .o $3,218.10
Taxes not applicable to gas operations for year 1940: .
Total taxes paid and accrued. ... ... .. ______.__ $814, 5486, 06 -
Taxes on gas properties. .o eaan 811, 565. 88
12,980.18
Tax on interest revenUeS oo oo ocec oo ca i icceen 237.92
Taxes not applicable to gas operations._. ... ... 3,218.10

1 This is computed from tax returns to West Virginia Board of Public
‘Works.

Italie figures denote decrease.
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ENTRY NO. 237

Dr. Cr.
538 Miscellaneous tncome deductions_ ... ... coooooooooooiiaill $2,148.75 | ...
801 Miseellaneous general 6XpPenses. ... ..o -oceecercemaacocmmemcammnn o] enncc e $2,145.76
To transfer from the above administrative and general expense acoount,
certain donations made by the company during the year 1940,etc.
Details as follows:
Vo. No.: Vo, No.: Amt.
B-85. F-103. oo $15.00
B-103 G101 ... 385. 00
C-104 H-85 oo 5.00
C-243 L-101 . ... __ 220,00
D-104_. L-102. ... .. 25.00
D-200.... M-85 . mnn 30.00
E-101 M-101.... .. ... 100. 00
E-102 M-104... ... 1, 000. 00
2,145.75
49 ENTRY NO. 238
NONreCUrring eXpenses. o« - v emum oo ammmmmm———— e— $85,068. 27 |-coameaoo
792.1 Expenses of general officers..____ $1, 070, 60
792. 2 Expenses of general office employess. -« cwoooemcwemcmeem s 23, 631. 54’
762 QGeneral office supplies and expenses. . 18, 238. 48
801 Miscellaneous general expenses. .. - 33,738.41
803 Rents.._. RV R S 9, 570: 24

To set out from operating revenue deductions certain operating expenses
of the company that are of a nonrecurring nature. The courses of
these expenditures, etc., Details as follows:

Year} Reference Deseription Amount
1940 | (1) M38._.__| Clarksburg moving susp--.—-...----- $532. 91
1940 | (1) M332.___}.___. do--..- 1, 446. 69
1940 | (2) M38__. ---.do. 11, 05L 12
1040 | (2) M332____{---_. do.. 12, 480, 42
1040 | (3) M332. . [|-..-- do. 16, 238. 48
1840 | (4) D104. .._{ Proportion of cost World’s Fair Ex- | 1,350.00
position.
1940 { (4) M367-...| Loss on experimental liquifying gas | 32, 388. 41
plant.
1940 | (6) Sundry..| Rent at Pitts. office paid P. N. G. Co..} 9,570, 24
85, 058, 27

(1) Account 792.1 Expenses of general officers.

(2) Account 792.2 Expenses of general office employees.
(3) Account 793 General office supplies and expenses.
{4) Account 801 Miscellaneous general expenses.

(6) Account 803 Rents.
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50 ENTRY NO. 239
Dr. Cr.
Nonrecurring expenses. $4,601,83 |__..___......
507 Taxes, 1940 $4,601.33
To set out from operating revenue deductions the amount of Pennsyl-
vania State taxes that will not be assessed in future years by virtue
of the removal of the company offices from that state, ete. Details
as follows:
Year | Reference Description Amount
1040 M177 | Penna. foreign franchise. ... ......... $1, 819, 20
1940 M178 | Penna. Corp. Net Income_ .. _._._..._._.. 2,782,13
4,601.33
ENTRY NO. 240
Distribution eXpenses. . . . .c.ecwooucc oo ecca e oam e . $13,230.58 [ coceeene
805 Franchise requirements_ .. ...« ceeceeoocemooacmcccaeeceecceefeacea e —eman $13, 230. 55

To segregate for the purpose of this report certain administrative and
general expenses that are exclusively devoted to the distribution and
sale of natural gas in the State of West Virginia, etc. Details as
follows:

Year { Reference| Description Amount
1940 F45 | Groes earnings tax Parkersburg_ ______.__. $9, 472. 26
1940 1104 { Bond Parkeesburg tax_. .. ... 125. 00
1040 M244 |°Gross earningstax Parkersburg........... 3,633.20

13, 230. 55
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51 ENTRY NO. 241
Dr. Cr.
Distribution expenses...--- .| $148,929.86 | __._.__ ..
8507 Taxes, 1940. R $148,929. 55
To segregate taxes specifically applicable to the distribution sales in the
State of West Virginia for the purpose of this report. The following
taxes are removed, ete:
‘West Virginia gross sales tax: 1940
Sales of tangible material—Retail . . _____. $503. 96
Gas sales__. 133, 338. 30
RentS . e cmmmcmmmemen 52.44
Subtotal. ... —--- 133,804.70
Mercantile tax:
Varlous elties_ .. icieee 19. 00
City license tax:
Parkersburg. o e 10. 50
13.00
Clarksburg . o oo oo 19.25
Subtotal .__._.. S 42.75 ,
Mannington privilege tax- ... oo oo eoms 422, 50
‘West Virginia Pub. Serv. Comm, fee !__________ e 14, 550. 60
148, 929. 55
t Based on gross intrastate sale of gas.
ENTRY NO. 243
Distribution expenses. . . . ool $89;346.10: ) _._____.__._
503. 1 Depreciation. _. IO PR $89, 345,10
To segregate for the purpose of this report the depreciation that applies
to the distribution operating property of the company, ete.
52 : - ENTRY NO. 245
250. 1 Reserve for depreciation of gas plant $1,238,467.19 | ...
503. 1 Depreciation_ .. i --{$1, 220, 073. 33
503.2 Amort. and depl. of P.N. G. L. & L. R____ 18,383. 86

This adjustment is to reverse the provisions for depreciation and deple-
tion, as recorded on the books of the Company for the year ended
Dec. 31, 1940, preparatory to setting up the depreeiation and depletion
expense as computed by the examiners,

Depreciation | Depletion

Amounts adjusted above. ... .coniiaa.o. $1, 220,073,33 | $18,383.86
Amounts applicable to Reserve Gas Com-

PANY - o e e 128 967, 51 6, 816. 14
Amounts applicable to distribution system. _ 89,345.10 |...___._._.

1,438,385.94 | 25, 200,00
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ENTRY NO. 246

Dr. Cr.
503.1 Depreciation. . ...l $1,423,863.16 | .__._...
503.2 Depletionof P.N.G. L. & L. R.__.....__. §7,084. 00

250. 1 Reserve for depreciation of gas plant

250. 2 Reserve for depletion of P. N. G. L. & L. R

To set up in the income statement for 1940 the annual depreciation and
depletion expense as computed by the F. P. C. examiners.

The depreciation expense for the year 1940 has been computed on the
investment in plant accounts at Jan. 1, 1940, instead of the average
investment for the year. Details of additions and retirements for the
year 1940 have not been investigated.

53 Depletion expense for the year 1940 has been computed as shown on
the attached sheet. The average cost per MCF of gas produced was
found for the years 1937, 1938, and 1939 by dividing the annual expense
by the annual production. The depletion expense per MCF of gas
produced was found to remain practically uniform for the period.
Therefore, the average for the above-mentioned years was applied to
the estimated production for 1940.

The estimate of 26,800,000 MCF of gas produced in 1940 was determined
by the Bureau of Engineering, excluding the estimated production
from the former Reserve Gas Company properties.

$1, 423, 863, 16
57,084, 00




54 DEPLETION EXPENSE FOR THE YEAR ENDED DEc. 31, 1940

Actual
Total Estimated
1937-1938-1939 1940
1937 1938 1939

Gas produced—M CF . e 51,108, 896 20, 013, 836 14, 548, 830 18, 546, 230 26, 800, 000
Annual depletion expense:

Operated 8CTeage . . e $108, 884.17 $40, 703.86 $31,407.84 $36, 772.47 $57,084. 00

Average cost per MOF - . e mmmm e . 00213 . 00203 . 00216 00222 . 00213

Field line R/W & COmStT s 333, 841. 42 131, 847. 14 98, 836. 35 103,157.93 175, 004. 00

Average cost per MCF__ . 00853 . 00859 . 00679 . 00623 . 00653

Gas well conStrtuetion . e m e 546, 112, 41 198, 255. 61 185, 101. 37 182, 755. 43 286, 492. 00

Average cost per MCF e m—————————— . 01069 . 00991 .01135 . 01105 . 01069

Cost of abandoning 201, 816. 68 75, 833. 49 56, 169. 61 69, 813. 58 105, 860. 00

Average cost per MCF . 00395 . 00379 . 00386 . 00422 . 00395

Total depletable plant__._____.___. I 1,190, 654. 68 4486, 640. 10 351, 515. 17 303, 499, 41 624, 440. 00

Average cost per MOF e e aae . 02330 . 02232 .02416 .02372 . 0233

(424



343

56 ENTRY NO. 248

l Dr. } Cr.

612 Abandoned leases

250.1 Reserve for deprec. of gas plant as of 12/31/41

To transfer from the above reserve account the recorded losses for aban-
doned leases during the year 1940. This entry is given the same number.
ag the comparable entry appearing in F. P. C. exhibit number 67A,




1 EXHIBIT NO. 83-A.—ALLOCATION OF COST OF SERVICE,
YEAR 1940, OF THE HOPE NATURAL GAS COMPANY,
F. P. C. WITNESS LYON

WRITTEN EXPLANATORY STATEMENT

This exhibit has been compiled and is presented to show for the
year 1940 alone, information similar to that presented in a previ-
ous exhibit entitled “Allocation of Average Annual Cost of Service,
Years 1937 to 1940, Inclusive, of the Hope Natural Gas Company.”

The sources of information and the method of compilation of
the tables in this exhibit have been the same as those of the previous
exhibit, except as noted, and all statements made in connection
with the previous exhibit apply with equal force to these tables.
The working papers supporting the tables in this exhibit are the
same as those supporting the previous exhibit covering the four
years 1987-1940 inclusive,

The allocation of capacity costs in this exhibit, being for the one
year 1940, has been based on the actual peak responsibility on the
day of January 18, 1940 and the allocation of the volumetric costs
has been based on the volume of deliveries during the calendar
year 1940.

This exhibit incorporates, with appropriate notation, an addi-
tional minor adjustment relative to the elimination of incidental
gas revenues of the former Reserve Gas Company during 1940
not made in the four year allocation, in order that this exhibit
be in complete conformity with the exhibit of the accounting ex-
aminers of the Commission for the operations of the company
during the year 1940 exclusive of the former Reserve Gas Company.

Signed Wu. H. Livon,
William H. Lyon,
Dated, May 31, 1941, at Washington, D. C.

(344)



Hore Narurarn Gas Company

TABLE I.—~Summary of cost of gas service and comparison with revenues, year 1940

Transmission mains
Produced |Exploratt Pumping regulatinﬁn and CDis:riAbutéou Federal in-
rodu xploration measur ust. Acetng.| come taxes
and pur- | and devel- € and Coll.g and return Tfotal cost Actual
chased gas | opment Vo1 Vor and sales @ 6% of service fevenue
olu- olu- promotion r annum
metric | C8peety | metre | Capactty pe
(¢)) @ [&)) [¢)) (5) 6) ) ® ) (10) 1)
Total cost of service with income taxes
and return segregated:
West Virginia_ _.____._____.. ... $2,071,969. 95| $72, 696. 73} $133, 662. 76] $88, 399. 12| $705, 713. 55| $301, 942, 02$3, 554, 384. 13($3, 459, 461. 90
East Ohio Gas Company___.._.__..... 7,143,057.81] 250, 619. 931, 035, 682.46{ 585,126.22{__________ $578, 563. 43 -1, 764, 861. 65|11, 357, 901. 5014, 725, 648. 02
Peoples Natural Gas Company.. 1,778, 860. 53 62,237.32| 183,710.47] 177,943.85{ ___.._.__ 184,374.43 457,051.40] 2, 839, 178.00] 3,457, 207. 29
River Gas Company..._..___..__.__. 71, 365.08 2, 503. 90 5,912.76 9,222,68] . ... 15,958. 39 23,649.67) 128,612.468] 137,150.65
Fayette County Gas Company__.__.. 157, 786. 90 5,536. 08 13,073.00 9,465.28) _________ 16, 378.18 37,803.48| 240,132.92] 270, 618. 42
Manufacturer’s Lt. & Ht. Company . 408, 316. 23 14,326.10] 33,820.92] 21,225.65{ .....__._ 36, 727. 63 93,753.40]  608,178.93| 706, 130.48
Total. e ceiiain 11, 626, 356. 48| 407, 920. 06]1, 405,871.37 891,382.80(_ _____.___ 831, 992. 06| 795, 713. 55|2, 769, 151. 62(18, 728, 387. 9422, 756, 216. 76
Total cost of service with income taxes
and return not segregated:

West Virginia_ ... _._.__.___.______. 2,266,920.61} 72,696.73| 161,282.50f 117,208.80] ... ... .| ... ___ 936, 266. 49 O] 3, 554, 384.13| 3, 459, 461. 90
East Ohio Gas Company._.___..______ 7,815,175.71f 250, 619. 93}1, 249, 603, 35{ 775, 821. 57(356,472.39] 910,118.55|_..__._._____. Q@ 11, 857, 901, 50]14, 725, 648. 02
Peoples Natural Gas Company.___.._ 1,940, 760.93f  62,237.32f 221,671.95! 235,936.58| 88,524.04 290,038.18.___________._ ® 2,839,178, 00| 3,457, 207.29
River Gas Company R 78, 080. 09| 2,503.90  7,134.56) 12,228.40| 3,561.46] 25,104.05|.__.__._______ O] 128, 612.46] 137, 150. 65
Fayette County Gas Company. .. .. 172, 633. 69| 5,636.08/ 15,774.37| 12,5650.07| 7,874.31| 25,764.40f .. _____.__.. (O] 240,132.92| 270, 618.42
Manufacturer’s Lt. & Ht. Company - 446,736.28) 14,326.10] 40,820.46] 28,143.18{ 20,376.91) 57,775.99|...___________ @ 608,178. 93] 706, 130.48
Total - oo 12,720, 325.32} 407, 920. 0611, 696, 377. 19!1, 181, 838. 60/476, 809. 11{1, 308, 801. 17| 936,268.49 |__..________ 18, 728, 387. 94/22, 756, 216. 76

NoTtk.—West Virginia includes domestic, commercial, industrial, drillers and pumpers, and special nonafliliated gas utilities.

1 Included in columns (2)-(8) inclusive,

g¥e
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3 HoPE NATURAL GAg COMPANY
TaBLE IT.—Statement of Natural Gas Sales Revenues Year 1940

. Less Iniei-~
Z Accounting] dental
© Customer Per books adjust- reserve Revenue
g ments Gas Co.
= sales 1
1) 2 @® @) ®
1 | Domestic and Commercial . ____.___._ $2,069,232.90 {.__-_...._.. $20,616.09 | $2, 048, 616. 81
2 | Industrial 1,353,183.76 |.- 27.27 1 1,853,156.49
3 Total dom. com. and ind....... 3,422,416.66 | _.______.__ 20,648.86 | 3,401,773.30
4| Drillers and pumpers.................. 103,713.12 | 278,644.14 |  8,818.00 27, 250.98
§ ([ H. C. & R. Co. gasoline plants_.__.__ 6,000.30-1 36,000.80 | o lecaee
6 | Special nonaffiliated natural gas )
utilities .. ... 30,487.62 | __ | L. 30, 437.62
7 | East-Ohio Gas Co___. 14,726,736.17 |_._______.__. 1,088. 15 | 14,725,648.02
8 | Peoples Natural Gas Co. 3,749,365,65 |+ 298,158.86 | ... .. 3,467, 207. 29
9| River Gas Co......_._. 187,150,685 {_ ... __ 137,150. 85
10 | Fayette County Gas Co.. 270,618.42 }_._ 270, 618. 42
11 | Manufacturers Lt. & Ht. Co_....___. 706,180.48 | ___._.____ i 708, 130.48
12 Total gas service revenues.. ... 523,152, 569. 07 | $71,808. 80 24,549, 61| 22,756,216, 76

1 7o eliminate mcldental gas service revenues of former Reserve Gas Company in conformity with
Bchedule No. 4, column (g) of exhibit No. 78.

% In gecordance with exhibit No. 78 examiner’s ad]ustmg entry No. 203.

$ In decordance with exhibit No. 78 examiner’s adjusting entry No. 213.

¢ Fn decordance with exhibit No. 78 examiner’s adjusting entry No. 202.

¢ Exclusive of Northwestern Ohio Natural Gas Co. and Ohio Fuel Gas Co.

I{alic figures denote decrease.

Reconciliation with total gas sales revenues in exhibit of
accounting examiners of the commission:
Total gas sales revenues above _ .. ..~ ____________ $22, 756, 216. 76
 Less customer’s forfeited discounts and penaltles_- I 23, 786. 74

~Total per examiner’s-exhibit_ _ ... ___ . ... ____ 22, 732, 430. 02
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4 HoPE NATURAL Gas CoMPANY

~ TABLE III
STATEMENT OF ANNUAL VOLUMES OF SALES DELIVERIES M. C. F.
[On uniferm pressure base of 8 0z.414.4#/8q. In.}

Year 1940

Less: inci-
F.P.C.ex-
Customers hibit No. | Adjustments | dentalre- Total
70B serve Gas
Co. sales 1
[¢3] ) 3) “) (5)
Domestic and Commercial 5, 480, 252 2 216, 084 78,150 5, 618, 186
Industrial-. .. .ol 5,332, 781 2213, 307 106 5, 545, 983
Total dom., com. andind._..._._._ 10, 813, 033 1429, 301 - 78, 855 11, 164, 169
Drillers and Pumpers. . ..o coo.o.- 368, 004 8 265, 444
H. C. & R. gasoline plants_ 185, 745 4 185,746
Special nonaffiliated gas utilities. _ 217, 853

East Ohio Gas Company. ... .. 39, 548, 404 39, 545, 269
Peoples Natural Gas Co___ 9, 820, 415 9, 820, 415
River GasCo..._....___.. 395, 090 395, 090
Fayette County Gas Co__._.._..__ 873, 537 873, 537
Manufacturers Light & Heat Co... 2, 260, 513 2, 260, 513

Total .. .. 5 64, 482, 594 21,798 95,169 64, 365, 627

STATEMENT OF PEAK RESPONSIBILITY IN M. C. F. DAILY JAN. 18, 1940

Domestic and commereial . __.___________ 37, 686 21, 507 ® 39, 193
Industrial.. ..o ool 17,497 2700 ) 18,197

Total dom., com. andind.___-_____ 55,183 22,207 Q) 57,390
Drillers and pumpers - . ..o.cc.ocaooee 844 3674 ) 270
H. C. & R. gasolineplants. _.___________. 707 1707 [C 1
Special nonaffiliated gas utilities. . ....... 1,255 §ccceeeaa (®) 1,255
East Ohio Gas Co-.... . ..o 173,656 | . . ... ) 173, 656
Peoples Natural Gas Co_ . .....___..__.__ 55,841 | e [O) 55, 341
River GasCo._ ... ... 4,790 |occceccceaan O] 4,790
Fayette County Gas Co___..___.____. . 4,016 [.cnoce ® 4,916
Manufacturers Light & Heat Co___._____ 11,024 | ... ®) 11, 024

Total - . il 6307, 716 926 1 . 308, 642

1T eliminate incidental gas deliveries of former Reserve Gas Co. in conformity with Schedule No.

4 column (g) of Exhibit No. 78.

2 Four percent for distribution system losses.
3 In accordance with Exhibit No. 78 Examiners’ Adjusting Entry No. 203,
4 In accordance with Exhibit No. 78 Examiners’ Adjusting Entry No. 213.
s Exclusive of Northwestern Ohio Natural Gas Co. and Ohio Fuel Gas Co.
6 No adjustment necessary since peaks of former Reserve Gas Co. were not included in F. P. C.

exhibit.
Italic figures denote decrease. .



Hore NATURAL Gas CoMPaNY

TaABLE IV.—Statement of 1940 annual and peak-day pumpage, M. C. F.

Annual volumes

Peak-day volumes

Customer
1940 Percent of Volume | Number of Peak-day Percent Volume | Number of
deliveries |sales pumped; pumped | pumpages Pumpage deliveries | pumped pumped | pumpages Pumpage
[¢)) 2) @) “) ) 6) [G) ®) 9) 10 1)
Domestic, commercial and industrial__.__._ 11, 164, 169 80| 8,031,335 1 8,931, 335 57, 390 80 45,012 ll 45,912
Drillers and pumpers... ... ... ...._._ 88,781 | 270 b e e e m
Special nonaffiliate gas utilities_ _.____._____ 217,883 oo 1,255 | e e el
East Ohio Gas Company......._...._.._.__. 39, 545, 269 100 | 39, 545, 269 134] 69,204,221 173, 656 100 173, 656 1% 303, 808
Peoples Natural Gas Company............. 9, 820, 415 100 | 9,820,415 1%} 12,276, 519 55, 341 100 55,341 134 92,419
River Gas Company_ ... _._____..._._.___ 395, 090 100 395, 090 1 395, 090 4,790 100 4,790 1 4,700
Fayette County Gas Company......_...._. 873, 537 100 873, 837 1 873, 537 4,916 100 4,916 i 4,018
Manufacturers Light & Heat Company.._.{ 2,260,513 100 | 2,260,513 1 2, 260, 513 11, 024 100 11, 024 1 11,024
Total. oot 64,365,627 | __.___._____ 61, 826,159 134} 93, 940, 215 308,642 4. ..._..___. 2495, 639 1% 462, 950

Notz 1.—Data in columns (2) and (7) taken from table ITIL.
NorTE 2—Domestic, Commercial and Industrial includes distribution Josses.

Pages 6 to 13 omitted.]

87¢



1 EXHIBIT NO. 90. RATE OF RETURN EARNED ON ORIGI-
NAL COST BASE, YEARS 1937 T0 1940, INCLUSIVE, F. P. C.
WITNESS DUNN

WRITTEN STATEMENT

The attached schedules have been prepared to summarize the
plant costs, reserves, and operating expenses for the four year
period 1937 to 1940, inclusive, to show the profit earned and the
rate of return on the original cost base. There are set forth
certain rate adjustments proposed by the examiners which have
not been made in the underlying exhibits, but are included here
for the purpose of summarizing all costs expected to increase or
decrease income in the future.

Return Earned on Original Cost Base.

Schedule No. 1 shows the average original cost base in the
amount of $31,281,373. This amount includes production, trans-
mission, distribution, and general plant with the related reserves
for depreciation and depletion deducted and the allowance for
working capital added.

Net Operating Revenues are shown in the amount of $4,125,399
as the annual average for the four-year period. The determina-
tion of net operating revenues, as adjusted, is shown by the income
statements summarized on Schedule No. 1A. The expenses of
the four-year period are expected to serve as a guide for future
operating costs; therefore, certain nonrecurring expenses are not

included in Schedule No. 1.

2 Ezploration and Development Costs.

The actual costs and losses as set forth in accounts 510,
511, and 512 have been included as a deduction from net operating
revenues for the four-year period. Due to cancellations of un-
operated acreage delay rental cost is expected to be reduced in
the future. However, the company is starting a program of
exploratory deep drilling, and there is a known loss on the first
of these deep wells of approximately $200,000.00 due to a well
completed dry in 1941. For this reason it is believed proper to
include the full amount of exploration and development costs
as shown.

(349)
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Interest on Unoperated Acreage.

Interest on unoperated acreage has been included as a deduc-
tion from net operating revenues. The investment has been
classified as Gas Plant Held for Future Use which is not included
in Gas Plant in Service. The examiners propose the allowance
in operating expenses of interest as a carrying cost of the invest-
ment. A rate of 6% has been used pending the decision by the
Commission as to a fair rate of interest.

The minor adjustment on Gas Plant Held for Future Use
relates to adjusting entries 338 and 342, Exhibit No. 57A. Certain'
wells and field lines not used in prior years were placed in service
in 1940.

It is proposed to amortize property; reclassification and rate
case expenditures over a period of ten years, being a period of

six years in the future.

3 Adjustment of Income Taxes.

The income taxes actually paid were included in the taxes
account. This adjustment removes the Federal Income Taxes
pending the determination of a fair return by the Commission
and the computation of the indicated taxes on income at the latest
tax rate.

For Federal Income Tax purposes certain deductions and
allowances are made which are not recorded on the books or set
forth in the examiners’ income statements. To illustrate a
method for the Commission to use in estimating an allowance for
future income taxes, giving effect to whatever reduction in reve-
nues may be ordered by the Commission, the following tabulation
is submitted :

1937 1938 1939 1940 Average

Income taxes patd. ... __________..__. $282, 315 $17, 515 $191, 524 $9012, 313 $350, 916
Income tax rate . 14. 93869, 18.5%, 18. 5% U {mceeaae
Net taxable income_ ... —coone $1, 839, 830 $106, 150 | $1,160,733 | $3,801, 304 1,739, 504
Assumed reduction (for illustration

i) 111 JR RO PRSPV [RPUUSpRUN IS PRI [P 1, 000, 000
Revised net taxable Ineome. oo o ]amccommommcafmame e e e o 739, 504
Taxratein effect . .o oo frm e el 24
Allowance for income tax (illustra-

tive only) oo o oo femmemmmmmmee | el 177,481

Schedule No. 1 shows the annual average return earned in the
amount of $3,809,201 and the average rate of return earned on
the original cost base as 12.18%.
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4 Return Earned on Original Cost Base, Exclusive of Distri-
bution Plant, using Company Method. \

The company’s method of determining return applicable to in-
terstate sales avoids an allocation of costs to West Virginia domes-
tic and industrial consumers. The rates to these consumers are
subject to West Virginia regulation, and such sales amount to less
than 20% of the total.

Company Exhibit No. 37 sets forth certain reasons why the
method of crediting the revenue received from the local distribu-
tion of gas in West Virginia in excess of specific distribution costs
to the production, transmission and general costs, should be
adopted.

The return is worked out on the premise that the Company’s local West
Virginia business is unavoidable in carrying out its major business of ex-
porting gas from West Virginia; and that these local sales being subject
to West Virginia regulation, the remainder of the gross revenues therefrom
after deducting specific distribution costs, is the full contribution of the
West Virginia consumers towards the costs incurred jointly on account of
all gas sold. The cost of the gas exported from the state is thus the Com-
pany’s total production, transmission and general expenses after crediting
this remainder of the revenue from local distribution of gas after deducting
specific distribution costs.

Schedule No. 2 sets forth the plant costs, revenues, and operat-
ing costs which are taken from the other accounting exhibits.
Schedule No. 2A shows the gas service revenues other than in-

terstate sales and the specific costs which have been de-
5 ducted. Return is computed at an assumed 6% on net orig-

inal cost of distribution plant, including an allowance for
working capital.

Schedule No. 1 shows the annual average rate of return earned
at 12.18% on the total base as compared with 12.53% on the inter-
state base, shown by Schedule No. 2. The difference in return
earned and the rate is $104,535, representing the return on distri-
bution plant included in Schedule No. 2.

Epwarp L. DunN,
Edward L. Dunn,

Examiner in Charge of Field Assignment.
WasHINGTON, D, C., June 2, 1941.
Approved : W. E. BAxeg,
W. E. Baker,
Chief Accountant.
Cuas. W. SmrrH,
Chas. W. Smith,
Chief, Bureau of Accounts, Finance and Rates.
484807—42——23
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Hore NATURAL Gas COMPANY

Schedule No. 1

Rate of Return Earned on Original Cost Base Years 1937 to 1940, Inclusive

Year ended Dec. 31

4-year
average
1937 1938 1939 1940

Original cost of gas plant in service. . $54, 022, 699 |$54, 020, 330 |$55, 174, 551 | $54, 310,070
Reserves for depreciation and de-

pletion._ . .. Same as | 24,807,523 | 25,423,364 | 26,076,378 | 25, 278,697

1938

Net original cost________._.__.. 29, 215,176 | 28, 596,966 | 29,098,173 | 29,031,373

Working capital .. ... 2,250,000 | 2,250,000 | 2,250,000 2, 250, 000

Original cost base.._....._____. 31,465,176 | 31,465,176 | 30,846,966 | 31,348,173 | 31,281,373

Net operating revenues.....___.___.. 4,111,672 | 2,133,121 3,874,557 | 6,382, 247 4,125,399

Eraminers' rate adjustments

Exploration and development costs. - 501,076 612, 242 500, 344 407, 920 505, 396

69, interest on unoperated acreage. .. 35, 063 35, 063 35,063 35,063 35, 063
Adjustment of gas plant held for

fUbUTe USe - - - oo e el 6, 619 1, 655

Amortization of rate case expenses._ __ 125, 000 125, 000 125, 600 125, 000 125, 000

Adjustment of income taxes._......_ 282,315 17,515 191, 621 912,313 350, 916

Returnearned .. ... ..o __. 3,732,848 | 1,378,331 | 3,405,671 | 6,719,958 3, 809, 201

Rate of return earned ... __...._.__ 11. 86%, 4,389, 11. 049, 21.45% 12, 18%

Italic figures denote decreasc,



7  Docket G-113 . Schedule No. 1A
Hore NaTuraL Gas CompPaNY

Comparative income statement for the years 1937 to 1940, inclusive, as adjusted, showing an average year for the period

A As adjusted A
ccount verage
No. Account 103740
1937 1938 1939 1940
(a) (b) © (d) (e) ® (2)
Gas service revenues
Residential sales___.__._._____________________ $1,500,945.52 | $1,738, 754. 23
Commercial sales } $1, 761, 310. 66 $1, 663, 638. 55 { 245, 974, 46 286, 075. 75 $1,799,174. 80

Industrial sales -

1,586, 031. 56 1,008,073. 71 1, 236, 210. 19 1,352, 796. 21 1,295,777.92

Public street and highway lighting 462. 96 452.35 308. 51 225. 20 362. 25

Other sales to public authorities. 8,290. 31 7,796.16 259.39 209. 69 4,138.88

Sales to affiliated utilities_____._.._____._______ 14,118, 030. 22 12, 254, 495. 65 13, 814, 430. 85 18, 320, 005. 96 14, 626, 740. 68

Sales to nonaffiliated utilities___._______._.____ 1,703, 524. 80 1,531,177. 01 1,061, 208. 85 987, 682. 89 1, 320, 898. 38

Other sales__...___- e e e 60,919. 13 47,577.38 39, 632. 97 46, 680. 09 48,702.39

Total gas Service revenues_.. .. ... ____._________.____________ 19, 238,569.64 | 16,513,210.81 | 17,898,970.74 | 22,732, 430.02 19, 095, 795. 30

Other gas revenues

610 _______ Rent from gas property.. .. . ... ... ___ 28, 455.91 29,326. 60 23, 426. 64 35, 833. 90 29, 260. 77
612 _.__.__. Customers’ forfeited discounts and penalties___.___.______________________ 21, 559. 35 21, 310. 58 21, 564. 78 23, 786. 74 22, 055. 37
618_____.____ Revenue from incidental oil sales._._._____ 6, 051. 48 2, 836. 00 6, 847. 58 8, 280. 48 6, 003. 88
619 _______._ Miscellaneous gas revenues___-__._______________ _______________.___________ 29,193. 20 9,172.27 16, 856. 45 39, 269. 83 23,622. 93
Total other gasrevenues._ . _._______.__ ... ______.______________ 85, 259. 94 62, 645. 45 68, 695. 45 107, 170.95 80, 942.95

Total operating revenues.._.___.___.....____._._____________.__._._.__ 19,323, 829.58 | 16,575,856.26 | 17,967,666.19 | 22, 839, 600.97 19,176, 738. 25
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Hore Naturar Gas Company—Continued

Comparative income statement for the years 1937 to 1940, inclusive, as adjusted, showing an average year for the period—Continued

As adjusted
Account Account Average
No. 193740
1937 1938 1939 1940
(a) (b) © @ (e (6] ®
Operating revenue deductions

Natural gas production._ ... ..o ooioooile $1,106,806.03 { $1,367,876.70 | $1,135,863.50 | $1,214,306.64 | $1,206,235.75

Other production expenses. 8, 160, 523. 92 7,671, 132. 50 7,630, 871. 08 8,493, 753. 37 7,989, 070. 22

Transmission expenses .- 1,897, 806. 20 1, 603, 808. 63 1,432, 855. 53 1,761, 018.71 1,623,872.27

Distribution eXPemSes . - o - oo - oo e 525, 715. 29 505, 252. 04 434,987, 02 466, 633. 17 483,146, 88

Customers’ accounting and collection expenses_ . _________._____.__._.___ 101, 459. 07 111, 535. 84 158, 275.48 154,819.96 131, 522. 58

Sales promotion expenses_ ... e 5,801.75 6,088. 80 2,995.13
Administrative and general expenses 913, 999. 20 886, 828. 30 808, 908. 00 839, 506. 18 862, 310. 42

Depreciation. . .. - 1, 346, 944. 66 1, 262, 391, 35 1, 214, 640. 95 1,423, 863. 16 1,311, 960. 04

Amortization and depletionof P. N. G. L.and L. R_.____________________ 40, 703. 86 31,407.84 38,772.47 57, 084. 00 41,492.04

Amortization of other limited term G. I... .. | ... 813. 44 6,369.47 5,996. 02 3,204.73

LS N 1,318,100.62 | 1,001,688.19 | 1,227,673.65 |  2,034,283.70 1,395,438.79

Total operating revenue deductions. _____________________.___.______ 15,212,157.85 | 14,442,734.83 | 14,093,108.99 16,457,353. 71 15,051, 338. 85

Net Operating reVenUes. . - - .o aoonommn i e e eane 4,111,671.73 | 2,133,121.43 | 3,874,557.20 | 6,382, 247.26 4,125,399, 40

NODNIeCUrring eXPeNSes _ - . - . oo e oo mce o cmmmem e am e amme 45, 285. 56 51,120.43 69, 256. 90 89,659.60 .. _______.____

Utility IM60me . .- oo e 4,066,386.17 | 2,082,001.00 | 3,805,300.30 | 6, 292, 587.66 4,125,399, 40

Exploration and development costs

510, Delay rentals. . o . iiieo 469, 204. 33 466, 547. 55 407, 284. 24 363, 205. 21 426, 582, 84
[ 5 U Nonproductive well drilling_.___. .. 27,743.54 86, 461. 77 47,895.17 32, 152, 42 48, 563. 22
512 e Abandoned leases . ..o 4,127. 96 59, 232. 68 45,164. 20 12,472.43 30, 249. 31

1413



Total exploration and development costs. ... ...._..______.__. 501, 075. 83 612, 242.00 500, 343. 61 407, 920. 06 505, 395. 37
Net utility income. ... ... 3, 565, 310. 34 1, 469, 759. 00 3, 304, 956. 69 5, 884, 667. 60 3, 620, 004. 03
______ Other income. . ... . el 451, 335. 62 543,434.23 255, 714. 43 203, 123. 06 385, 901. 83
Grossineome. ... . o .. ... 4,016, 645. 96 2,013, 193.23 3, 560, 671. 12 6,177, 790. 66 4, 005, 905. 86
______ Income deductions_ ___.__________.______ ... 351, 919. 82 313, 607.76 297, 332. 56 304, 133. 87 316, 748. 50
Net income transferred tosurplus. __.._._________________________.__ 3,664, 726.14 1,699, 585. 47 3, 263, 338. 56 5, 873, 656. 79 3,689, 157. 36

Ggg
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Hore NaruraL Gas CompaNy

Rate of Return Earned on Original Cost Base, Exclusive of Distribution Plant, Using Company Method

Schedule No. 2

Description 1937 1938 1939 1940 Average 193740
(a) (b) (©) @ (e)
Original cost of gas plant in service, exclusive of distribution plant_ .. _____________ Same as 1938 $51, 207, 621 $51, 099, 024 $52, 064, 557 $51, 394, 706
Reserves for depreciation and depletion_ . 23, 501, 356 24,072,167 24, 683, 271 23, 939, 538
Net original cost. - e 2, 706, 265 27, 026, 857 27,381, 286 23, 455, 168
‘Working capital_ . _ 2, 100, 000 2, 100, 000 2, 100, 000 2, 100, 000
Original cost base for interstate sales. ... $29, 806, 265 29, 806, 265 29, 126, 857 29, 481, 286 29, 555, 168
Operating revenues from interstate business
The East Ohio Gas CompPany - . . . e 12, 757, 670 11,157, 537 12, 359, 500 14, 725, 648 12, 750, 089
The Peoples Natural Gas Company 1, 244, 635 1,019, 044 1,371, 757 3,457, 207 1,773,161
The River Gas Company_.._.__..__.. 115, 725 77,915 83,174 137,151 103, 491
Fayette County Gas Company e 267, 531 263, 966 264, 725 270, 618 266, 710
The Manufacturers Light & Heat Company__.___________ 1, 425, 050 1, 258, 602 787,738 706, 131 1, 044, 380
Total interstate revenues._ _ . e 15, 810, 611 13, 777, 064 14, 866, 894 19, 296, 755 15,937, 831
Operating revenue deductions, exclusive of specific distribution costs

Natural gas production._..._____ 1,106, 896 1, 367, 877 1, 135, 864 1, 214, 307 1, 206, 236
Other production expenses 8, 160, 524 7,671,133 7,630, 871 8, 493, 753 7,989, 070
Transmission expenses 1, 697, 806 1, 603, 809 1,432, 856 1,761,019 1,623, 872
Administrative and general expenses. 913, 999 886, 828 808, 908 839, 506 862, 311
Depreciation 1, 346, 945 1, 262, 391 1, 214, 641 1,423,863 1, 311, 960
Amortization and depletionof P.N. G. L. & L. R .. . 40, 704 31, 408 36,772 57,084 41,492

9ge



Amortization of other limited-term G. L. . . icimaaeoo

Ezaminers’ rate adjustments

6% interest on unoperated 8CTEe8Le . - - o - oo e imiiim e
Exploration and development costs_ . .l -
Amortization of property reclassification and river rate expenditures__.__________________
Otherrevenue______ .. ___ . .

Adjustment of Federal income taxes_____...._.__ .. _______________

Adjustment of gas plant held for future use_
Revenue from West Virginia sales. ... ... PR

Total examiner’s rate adjustments. __ o ee__
Net Operating Income from Interstate Sales.

Rate of return earned e

________________ 813 6,369 5,996 3,295
1, 318, 110 1,001, 688 1,227,674 2,034, 284 1, 305,439

14, 584, 984 13, 825, 947 13, 493, 955 15,829, 812 14, 443, 675

35, 063 35,063 35,063 35,063 35,063

501, 076 612, 242 500, 344 407,920 505, 395

125, 000 125,000 125,000 125, 000 125, 000

85, 260 68,645 68,695 107,171 80,948

289,315 17,515 191, 581 912,318 350,916
________________________________________________ 6,619 1,655
2,697,396 2,019, 825 2,399,716 2,696,120 2, 485,764

2, 408, 832 1,327,680 1,999,595 8,141,002 2,200,610
3,629, 459 1,278, 797 3,302, 464 6,607, 945 3, 704, 666
12.189% 4.29% 11.34% 22.41% 12.53%

Italic figures denote decrease.
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Horr NATURAL Gas CoMPANY

Summary of Specific Distribution Costs

Schedule 2 A

1637 1638 1639 1640 Arerage
Distribution adjustments
Accounts 800-808 £as ServiCe revenUes . e mmm e $19, 238, 570 $16, 513, 211 $17, 898, 971 $22, 732, 430 $19, 095, 795
Operating revenues from export sale of g88_ .. 15, 810, 611 13, 777, 064 14, 866, 894 19, 206, 755 15, 937, 831
Revenues from sales of gas in West Virginia. ... ________________ 3,427,959 2, 736, 147 3,032, 077 3,435,675 3,157, 964
Distribution eXpenses. . e 445,169 422,985 352, 987 377,288 399, 605
Customers accounting and collecting expenses. . . oo eeceeeoo 101, 459 111, 536 158, 275 164, 820 131, 522
Sales promotion expenses 5,892 6, 089 2,995
Depreciation_ ... 80, 556 82,268 82,000 89,345 83, 542
Return—6% on net distribution investment 1 - 103, 388 99, 534 103, 207 112,013 104, 536
Total cost of distributing gas in West Virginia. . ____ . __________________. 730, 562 716,323 702, 361 739, 655 722, 200
Balance available for credit to production, transmission, and general expenses______ 2,697,397 2,019, 824 2,329,716 2, 696, 120 2, 435,764
1 Computed as follows:
Date Original cost | Accumulated delgl?etc?g?iton g%’;lt{;?,g Base Return at 6%
12818 e e e $2, 815,078 $1,241,943 $1, 573,135 $150, 000 $1,723,135 $103, 388
12/31/38__..__ 2,815, 078 1, 306, 167 1, 508, 911 150, 000 1, 658, 911 99, 534
12/31/39_._... 2,921, 306 1,351,197 1, 570, 109 150, 000 1, 720, 109 103, 207
12/81/40. o e 3,100, 994 1, 393, 107 1,716, 887 150, 000 1, 866, 887 112,013

89€



% See the following table.

Distribution materials and supples e e e e e e $75, 000
DSt DOt Om @R DO - e e e e $617, 665
Less:
0L $83, 542
BN - U o e mmm 139,081 222,623
395, 042
Allocation of general ... ... .ooeeo e . - e eee - 121,796
[ o oo e e e e m——— 516,838 64,605
Working capital—Distribution system. ' .. 139,606

698



10 Docket G-113 Schedule 2 B
Hore NATURAL GAs CoMPANY
Summary of Gas Service Revenues
Ac- 1937 1938 1939 1940 Average
count Account
No. MCF Amount MCF Amount MCF Amount MCF Amount MCF Amount
(@) (b) (¢) (@D e () ® [GY) o (4} (k) O
600 Residential sales. .. _.._.__.__.__.._ 4,681,117 | $1,761,311 1 3,991,037 | $1,500,946 | 4,637,223 | $1,738, 754 }
602.1 | Commercial sales_ ] 4,415,634 | 31,663, 639 6563, 024 245,974 763, 666 288, 076 4,785,426 3 $1,799, 175
602.2 | Industrial sales | 6,299,778 | 1,586,032 | 3,804,636 | 1,008,074 | 4,825 474 1,236,210 | 5,332,676 | 1,352,796 [ 5,088,141 1,295, 778
603 Publie street and highway lighting__ 1,191 463 1,169 452 794 309 584 225 934 362
604 Sales to other public authorities....__ 24,358 8,200 22, 858 7,796 778 259 629 210 12, 155 4,139
Total distribution___._.________ 11,006,444 | 3,356,006 { 8,334,297 | 2,679,961 | 9,471,107 | 2,983,698 | 10,734,778 | 3,378,061 | 9, 886, 656 3,099, 454
605.1 | Sales to other gas utilities (affiliated).| 38,911,073 | 14, 118,030 | 33,409, 933 | 12, 254,496 | 38,009,416 | 13,814,431 | 50, 503, 453 | 18,320, 006 | 40,208,469 | 14,626, 741
605.2 | Sales to other gas utilities (nonaffili-
ated) ____________ . 5,373,272 | 1,692 581 4, 833, 549 1,522,568 | 3,341,153 1,052,463 | 3,100, 790 976,749 | 4,162,191 1,311, 090
Total interstate_..__.__._._____ 44,284,345 | 15,810,611 | 38,243,482 | 13,777,064 | 41,350,569 | 14, 866, 894 | 53, 604, 243 | 19, 296, 755 | 44,370,660 | 15,937, 831
605.2 | Sales to other gas utilities (nonaffili-
ated) 71,882 10, 944 55, 446 8,609 53, 058 8,746 55,726 10,934 59,028 9, 808
608 Othersales_. ... . .____.____._____ 335, 740 60, 919 235, 608 47, 577 194, 139 39, 633 247, 485 46, 680 253, 243 48,702
Total miscellaneous... .._____.. 407, 622 71,863 291, 054 56, 186 247,197 48,379 303, 211 57, 614 312, 271 58, 510
Total ..o 55, 698, 411 | 19, 238,570 | 46,868,833 | 16, 513, 211 | 51,068,873 | 17,898,971 | 64, 642,232 { 22,732,430 | 54, 569, 587 19, 095, 795
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1 EXHIBIT NO. 92 —COMPARATIVE INCOME STATEMENT
FOR THE THREE MONTHS ENDED MARCH 31, 1941,
AND 1940, F. P. C. WITNESS DUNN

WRITTEN STATEMENT

The attached income statement with data on operating revenues
has been prepared from records of Hope Natural Gas Company
without adjustment. It is presented for comparative purposes to
show the results of operations for the latest period available.

The income data for the first three months of 1941 have been
compared with those for the first three months of 1940. It is the
opinion of the examiner that this comparison, which is made for
the purpose of showing the general upward trend of the com-
pany’s business, is proper for that purpose because there have
been no major changes in the sales contracts and plant accounts.
A change affecting operations that has been made in 1941 is
the installation by The East Ohio Gas Company of a liquefac-
tion plant at Cleveland. This plant can be filled to capacity
during a period of low demand and emptied of its contents as
need arises. It is reported that the experiment is successful and
hence of benefit both to consumers and companies.

The attached statements include the revenues and expenses
arising from the properties of the merged Reserve Gas Com-

pany. The operating results and properties of that com-
2 any, by stipulation of counsel, have been excluded from

the present investigation of Hope Natural Gas Company.
For comparative purposes it is not deemed necessary to make the
detailed study required to segregate the former Reserve Gas Com-
pany operating results, for the reason that such expenses and
revenues are about the same for each period. This is further
brought out in Schedule No. 2 which shows the following facts
concerning sales to The Northwestern Ohio Natural Gas Com-
pany, the customer supplied by the former Reserve Gas Company:

M.c.f. Amount
Three months:
e I PN 1, 301, 842 $390, 552. 60
1040 . e 1,334, 702 400, 410. 60




362

The comparative income statement discloses the continuing up-
ward trend of sales and profits. Operating revenues are up
$1,114,562.24 for the three-month period of 1941 over the cor-
responding period of 1940. Utility operating income is also
higher by the amount of $591,777.50 or approximately $200,000.00
per month.

Tt is not intended that the attached schedules be used for pur-
poses other than to indicate the trend of operations.

Epwarp L. DUNN,
Edward L. Dunn,
Examiner in Charge of Field Assignment.
WasHiNgTON, D. C., June 16, 1941.
Approved:
W. E. BAxkEk,
W. E. Baker,
CHIEF ACCOUNTANT.
Cras, W. SmrTs,
Chief, Bureau of Accounts, Finance and Rates.
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HopPr NATURAL GaAs COMPANY

Comparative Income Statement for the 3 Months Ended Mar. 31, 1941 and
1940

[Prepared from company’s financial statements]

Ac- 3 months ended Mar. 31
I‘i?g;‘i Particulars
. ber 1941 1940
1—Utility operating income:
501 Operating revenues._ $9,174,808.95 | $8, 060, 246. 71
Operating revenue deductions
2—Operating expenses:
502 Gas purchased -— - 2, 860,172. 08 2, 426, 452. 04
Other - e mmmmmmmmmmam - 1,631, 755. 46 1,671,404. 82
Total operating expenses 4,491,927 54 4,097, 856. 86
503. 1 Depreeiation_ . el 360, 000. 00 333, 000, 00
503. 2 Amortization and depletion of productive gas land and
land rights.__ e 6, 300. 00 6, 300. 00
504 Amortization of other limited term utility investment. 1,881.83 1,839. 11
507 P AXES - em e e oo mmm e e e e mmmm e oo 606, 843. 99 473,715. 77
510 Delay rentals_ .. caeias 99, 160. 68 133,072. 47
511 Nonproductive well drilling - 2,454.91 | ...
Total operating revenue deductions. . .. —ccen oo 5, 568, 568. 95 5, 045, 784. 21
Utility operating ineome. oo 3, 606, 240. 00 3,014, 462. 50
3—Other income:
520 Income from merchandising, jobbing, and contract
work. ... S 12185 245. 69
521 Income from nonutility operations_...... em—————— 1479 11,63
522 Revenue from lease of other physical property. ... 408, 00 328.00
522 Dividend revenues_._.. - 326. 00 36. 00
524 Interest revenues  _ o e 86, 046. 63 49,841, 91
526 Miscellaneous nonoperating revenues. _ - 250. 23 140. 45
527 Nonoperating revenue deductions. ... oo 6.34 7.68
Total other income._ ... - 86, 842. 58 1 50, 596. 00
QGross income__ - 3,693, 082. 58 3,065, 058. 50
4—Income deductions:
535 Other interest charges.. - 1,693.37 1,516. 81
537 Miscellaneous amortization ... ooooo oo 1,185.18 1,185.18
538 Miscellaneous income deductions 1,718.37 1,673.07
Total income deductions. - 4, 596. 92 4,375.06
Net income - 3, 688, 485. 66 3, 060, 683. 44
5-—Disposition of net income:
3, 688, 485. 66

Balance transferred to earned sSurplus... - oo oooe-eooeoo

3, 060, 633. 44

1 Error in statement—foots to $50,611.36—difference not known.

" “Italic figures denote decrease.



4  Docket G-113

3

64

Hore NATURAL GAs COMPANY

Comparative Statement of Operating Revenues—Account 501, for the 3
Months Ended Mar. 31, 1941 and 1940

(Prepared from company’s financial statements)

3 months ended Mar. 31

Ac-
count Particulars 1941 1940
ber
M.C.F.{ Rate | Amount | M.C.F.!| Rate | Amount
Gas sales:
600 Residential . ... . ... .__ 1,917, 833($0. 2691| $707, 863. 59| 2,098, 801/$0. 3684 $773, 204. 84
602.1 Commercial .__________._____ 312,644 .3694) 115,405.08! 349,779} .3686| 128,916.01
602. 2 Industrial ... _________ 1, 509, 648} .2496) 399, 222.03; 1, 408, 582| .2545| 357,921 55
603 Street and highway lighting. 133| .3920 52. 14 147| .3857 56.70
604 Other sales to public au-
thorities_.._ . ______.._.__ 129] .3322 42. 99 336 .3334 112,01
605. 1 Affiliated utilities. .. ________ 19,038, 949| .3720|7,082, 471. 84|15, 742, 759 . 37235, 861, 371, 69
605. 2 Nonaffiliated utilities..____. 2,503,036 .2024| 756,934.62| 2,611,681 .3066| 800,726.39
608 Othersales ________...._____ 94,623 .2786, 26,360. 76 158,618 .2197| 34,847.32
Total sales. _ _.comcoamooo- 25, 466, 995| . 3569|9, 088, 443. 03|22, 368, 703| . 3557|7, 957, 246. 51
Other gas revenues:
610 Rent from gas property. . - ..o ofeao o 7,861 13 |comoace[mmecmee 7,076. 24
612 © Customer’s forfeited dis-
counts and penalties. . ___| .o oo|ocoo-s 7,949. 49| -l 9,042 68
617.1 Revenue from processing
natural gas (contract gas) _|--co—coen [ccocuns 21, 289. 78 - - 20, 127. 61
617.2 Revenue from processing
natural gas—Butane. . __|-—cccooeo_|amnonns 8,750. 68| oo ]eceaa- 6, 965. 39
618 Revenue from incidental
ofl sales.  _cucocumice oo fem e 2,153.89 .o foeee 2,425, 60
619 Miscellaneous gas revenues:
619.1 ‘Warehouse sales. .- ..o _{emccmamaao]ocemann 5,008 981 [ 1,495. 37
619.2 Unclaimed security de-
posits_ .|| 10. 89| el 2.2}
619.3 Management fees and ex-
Penses. . _ oo ol _ooo. 30,085, 71| - feea- 35, 668. 04
619. 4 Unclaimed checks A (/) PO 1. 48
619.5 Shop labor field_._________ 64. 44 ©43.75
619. 6 Gas sales contract adjust-
ment. e e e e 17,199.78
619.9 Other . eeemea]emos 2,869. 96 _____|omecaco- 2, 9569. 46
Total other gas revenue_|-_..-.___|-...___ 86,365.92)_ . oo __ 107, 000. 20
Total operating revenue_}. .. __.|.-__._. 9,174,808, 95]. - oo 8, 060, 246. 71
605. 1 | Sales to affiliated natural gas
utilities:
The East Ohio Gas Com-
PANY - oo emccann 10, 628, 809| . 3850(4,092, 091. 47| 9, 763, 410 . 3850(3, 758, 912. 86
DOt 3,193, 198| .3100{ 989, 891.38] 2, 531,912} .3100| 784,892 72
Total . . ____ 13,822, 007] .83677|5, 081, 982. 85]12, 295, 322| . 3696(4, 543, 805. 58
The Peoples Natural Gas |
Company. - «co.—oo.____. 4,987,408| . 2850|1, 920, 152. 09} 3,170,376} . 38501, 220, 594. 76
The River Gas Company... 229, 534| .3500| 80,336.90 277,061} .3500{ 96,971.35
Total—as above.__....._.. 19, 038,949| . 372017, 082, 471, 84|15, 742, 759 .3723|5, 861, 371. 69

Italic figures denote decrease.
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Comparative Statement of Obemting Revenues—Account 501, for the 8
Months Ended Mar. 31, 1941 and 19j0—Continued

3 months ended Mar, 31

Ac-
count
num- Particulars 1941 1940
ber
M.C.F.| Rate | Amount | M.C.F.| Rate | Amount
605. 2 | Sales to nonaffiliated natural
gas utilities:
Fayette County Gas Com-
374, 236/$0. 3150 $117,884.35| 313, 7711$0.3150) $98, 837, 87
748,469] .3150| 235,767.74] 939,827| .2150{ 296,045, 51
The Northwestern Ohio Na-
tural Gas Company...__.. 1,301,842| .3000| 390,552.60| 1,334,702] .3000] 400,410.60
Total—as above ..ooee... 2,424, 547| . 53069] 744, 204. 69| 2, 588,300; .3073) 795,203.98
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EXHIBIT NO. 107—STATEMENT SHOWING INCREASES IN

PAY ROLL DURING YEARS 1940 AND 1941 NOT RE-
FLECTED IN OPERATING EXPENSES, HOPE WITNESS

CHISLER
Monthly increase
: Amount not reflected in operating ex-
Date effective Salaried Wage penses during year 1940
employees | earners Total

$220.00 ... ... $220. 00 $440. 00-

205.00 ... _____.___ 205. 00 1,025. 00

340.00 {_______...__ 340. 00 2,720.00.

25.00 | ... 25.00 225. 00

630.00 | $5,232.91 5, 862,91 58, 629. 10

295.00 |.._.___..__. 295. 00 3, 245. 00-

360.00 {__._______._ 360.00 | 12 months 4,320.00

4, 272. 50 8, 563.41 12,835.91 | 12 months 154, 030. 92
Total amount
not reflected
in  operating

OXPeNSeS . .o e e e c e e e —————n 224, 635, 02
Less: Amount appli-
cable to capital

construetion. _ ____ | .. f e e aen 22, 463. 50«
Amount appli-
cable to pro-
duction,
transmission,
and general

(2.4 152 1T SR R (U U 202,171. 62




1 EXHIBIT NO. 111.—PROPERTY RECLASSIFICATION AND
F. P. C. RATE INVESTIGATION EXPENSE, HOPE WIT-
NESS CHISLER

Account No. | Account No, 797—
801—Prop- Regulatory com-

Year erty reclassi- mission expense Total
fication ex- (F. P. C, rate in-
pense vestigation)

1938 (F. P. C. Ex. 62-A, page 32) ... __._._._... $562, 151,00 $1, 532. 57 $53, 683. 57

1939 (F. P. C. Ex. 62-A, page 32).. - 228, 054. 26 315,066. 86 543,121. 12

1040 (F. P. C. Ex. 78, page 40) . . ... ... 282, 063. 05 341,978.25 624, 041. 30

1641 (first 4 months) . ..o aiiaean 49, 161. 27 32, 891. 45 82,052, 72

Actual expenditures to Apr. 30, 1941__ . ___ 611, 429. 58 691,469.13 | 1,302, 898,71

To completion—Estimate. ... ..o 63,570.42 ... 63, 570. 42
To completion of hearings before F. P. C.—

estimate. .o 133, 530. 87 133, 530. 87

Ot COSt omm e e oo 675, 000. 00 825,000.00 | 1, 500, 000. 00

(367)
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1 EXHIBIT NO. 66.—DETERMINATION OF COMPOSITE
SERVICE LIVES OF GASOLINE AND BUTANE PROP-
ERTY OF THE HOPE CONSTRUCTION AND REFINING
COMPANY, F. P. C. WITNESS SOYSTER

[Pages i—iv omitted]

WRITTEN STATEMENT
PURPOSE

The purpose of this work is to determine the annual rates of
accrual for the depreciation, and the composite service lives,
of the properties used by Hope Construction and Refining Com-
pany in the manufacture and marketing of gasoline, butane, and
other byproducts derived from natural gas.

SCOPE

The properties under consideration, and for which service lives
and annual rates have been determined, are only those in the
state of West Virginia, which are carried on the books of the
Hope Construction and Refining Company as gasoline investment
and butane investment.

The Commission’s accounting study of these properties has
taken into consideration only the recent history of operations of
these properties, namely for 1937, 1938, and 1939 (the last three
years for which the records of the Company were complete). In
this study of service lives there have likewise been taken into
consideration only properties which have been carried on the
books of the Company during the same three years. All plants
included, with the exception of Littleton, have been used ex-
clusively to process gas of the Hope Natural Gas Company.

2 GENERAL STATEMENT

For definitions of the terms used in this study, reference is
made to an exhibit introduced in these proceedings by another
member of the engineering staff of the Commission, which is
entitled “Determination of Composite Service Lives of the Hope
Natural Gas Company Property by Primary Accounts.”

(368)
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The first commercial installation in the United States, of
facilities for the extraction of gasoline and other hydrocarbons
from natural gas by the oil absorption process was at the Hastings
gasoline plant. The Company has only one plant at which butane
and other liquefied petroleum gases are made. It is located ad-
jacent to the Hastings gasoline plant, and is practically insepa-
rable from it. These two plants and the five other gasoline plants
in the first list given below, were the only plants found to be
operating when I made the inspection during the latter half of
January 1941.

All West Virginia plants under consideration in this study
which were in operation prior to 1920, were built by Hope
Natural Gas Company and were operated by that company until
transferred in that year to Hope Construction and Refining Com-
pany. The respective dates of construction, daily capacity, and
operating status are as follows:

Original Present
3 Name of plant construc-| capacity, Statu]s)ggpnl)pi;r;g as of

tion gal./day

Hastings gasoline_____ ... ... __...__...... 1914 40,000 | Operating.

Hastings butane . _________ . ________.______ 1918 20, 000 Do.

Waverly gasoline._____ 1915 5,000 Do.

Kennedy gasoline____. _| t1917 20, 000 Do.

Bristol gasoline_.______ 1918 8, 000 Do.

Goff gasoline___.. 1919 2, 500 Do.

Cornwell gasoline______._._.______________ 1926 12,000 | Shut down temporarily.?

1 Purchased from Reserve Gas Co., Dec. 31, 1938.
? Resumed operations October 1940.

Other West Virginia gasoline property on the Company’s books
as of December 31, 1939, is as follows:

Original
Name of plant consiruc-| PUT, | St | Stetugolpropecty esof
‘Wright gasoline_____._____.. ___.._ 1916 | oo 1935 Boiler plant in use, gaso. plant
dismantled.

Ellenhoro gasoline. . _____._._____ 916 ... 1931 Partly dismantled.
Salem gasoline. . ____________.__.__ 1922 11929 1939 Do.
Littleton gasoline__ __.___._....__ 1924 |Lo_____.. 1932 Retired in 1937.
Evansgasoline _________________ 1926 - |_oooaeoooo 1931 Dismantled.
Other property:

Generel investment..__...... 0] U R (E In use.

Anshutz loading station___.__| _________ 21926 {.__ooo-.. Do.

Perrine loading station. ... [ ....__.... 21926 [.o__o__ Dismantled.

t Purchased from Godfrey L. Cabot, Inc.
$ Purchased from Carter Oil Cqmpany.
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4 All gathering and compressing of gas delivered to the
gasoline plants is done by the Hope Natural Gas Co. The
Hope Construction and Refining Company’s gasoline and butane
activities are limited to the extraction and marketing of these prod-
ucts. The gasoline plants, with the one exception of the Waverly
plant, are built on sites adjacent to compressor stations of the Hope
Natural Gas Co.
At Hastings and Cornwell, steam for gasoline plant use is re-
ceived from gas-fired boilers of the Hope Natural Gas Co.

Due to the location of the plants involved in these determina-
tions, and the fact that they treat gas from many production
sources, it has not been practicable to relate the service life of any
of the properties to a particular gas field or known source of
supply.

Consequently the service lives and annual rates of accrual for
depreciation have been more particularly related to the necessity
for these gasoline extraction facilities in relation to the property
of the Hope Natural Gas Co.

53 METHOD

At the beginning of these investigations a survey was made in
the field covering all the principal extraction plants and other
gasoline and butane properties of the Hope Construction and Re-
fining Company, located in the State of West Virginia.

In the process of the survey, notes were made of the apparent
age of the properties, the condition of maintenance, comparative
working conditions and service requirements. Operating data
were noted showing temperatures, pressures, rates of flow, quan-
tity of gas handled, and products extracted. Operating condi-
tions were discussed with those responsible for the operation and
maintenance of the property, and information was secured rela-
tive to the adequacy of the facilities in use.

Opportunity was afforded, during the process of the survey, to
inspect and study the Brave gasoline plant, situated at the site of
the Brave Compressor Station of the Peoples Natural Gas Company
on the Pennsylvania side of the West Virginia-Pennsylvania State
line. This plant, originally constructed in 1915, is owned and
operated by the Hope Construction and Refining Company, and is

under the same general supervision as the plants in West
6 Virginia. Ithasa present daily capacity of 20,000 gallons of
gasoline. In 1940, sixty percent of the gas treated by this
plant came through lines of the Hope Natural Gas Company in
the State of West Virginia. Except for the inclusion of a more
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recent type of absorption equipment, the Brave plant is similar
in character of construction and operation to the other plants of
this Company involved in this discussion. The data on this plant
serve as valuable support in the determination of service lives of
the plants in West Virginia, although not used in the determina-
tion. For this reason this investigation was extended to include
the Brave gasoline plant.

An analysis was made of the plant and investment of each of
the several plants. The items of property were segregated into
approximately forty separate groups or retirement units. Each
group of property such as absorbers, boilers, rectifiers, tanks, etc.,
is composed of similar units and is set up with the related book
costs. Due consideration was given to the net salvage value. An
average service life with corresponding straight-line rate of ac-
crual was determined for each of these groups of property at each
plant.

In arriving at a composite service life and rate applicable

7 to all plants, a composite life and rate was first determined

for each plant and loading station which has been carried

on the books of the Company during the past three years. From

these the composite service life and rate of accrual was determined
for all plants.

The Kennedy plant was considered individually, for the reason
that it was owned and operated from 1917 to the end of 1938 by
another company.

The average service lives of a number of classes of property in
the several plants have been established with reasonable accuracy.
For certain other classes of equipment, however, such as absorbers,
rectifiers, stills, and fractionators, obsolescence, rather than physi-
cal deterioration, is the most important factor in the determination
of service life.

Obsolescence in these plants is forcefully indicated by the high
rate of steam consumption when compared with gasoline produc-
tion. At Hastings and Cornwell plants, where the steam used is
measured, the consumption is shown to be more than double that
of more efficient plants for which data are available.

In order to determine the service lives of facilities which have

been in use for some time it is necessary to estimate only the
8 remaining life expectancy. This is the measure of the time
from the date of consideration until it is unprofitable to
continue the property longer in service. Improvements in the art
of gasoline extraction have produced plants of greatly reduced in-
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stalled cost as well as operating costs and at the same time much
improved extraction efficiencies. Careful consideration of these
facts has been applied in these determinations.

CONCLUSION

After taking into consideration all relevant factors, both func-
tional and physical, the composite service life of all of the gasoline
and butane properties of the Hope Construction and Refining
Company in the State of West Virginia (with the exception of the
Kennedy plant), was determined to be 20.9 years. The correspond-
ing annual straight-line rate is 4.79 percent. The composite serv-
ice life for the Kennedy gasoline plant was determined to be 24.0
years, and its corresponding annual straight-line rate, 4.16 percent.

"On the following page of this exhibit is shown a tabulation of
data for individual plants. These data are the basis for the com-
posite figures above quoted.

(Signed) Cmas. J. Soysrer,
Chas. J. Soyster,
Associate E'ngineer.
Date April 5, 1941, Washington, D. C.

9 SUMMARY BY PLANTS

Tabulation of Composite Service Lives and Rates of Deprecia-
tion Accrual Determined for Gasoline and Butane Property in
the State of West Virginia of the Hope Construction and Refin-
ing Company :

Adjusted Composite| Annual
Property book cost as of| service life | straight-

Dec. 31,1939 | (years) |line rate,%

Hastings gasoline_ ______._._ ... _____ $690, 868. 99 23 4.35
Butane investment. __._. .. 261, 663. 62 25 3.08
Waverly gasoline. ... . 171,297.29 23 4,30
Cornwell gasoline.._.___. 185, 026. 10 27 3,65
Bristol gasoline. ..____.......__.__..._____.____.._ 163, 581. 60 23 4.33
Goff gasoline..____.___. ... ... . ________...__._. 106, 010. 86 21 4,82
‘Wright gasoline_ 112, 729, 53 21 4.73
Littleton gasoline__ 1196, 342, 58 11 8.80
Salem gasolne__________ . eeie... 22, 706. 50 16 6,44
Evans gasoline. ... e 16, 384, 99 10 9.78
Ellenboro gasoline_ ______ 10, 003. 92 18 5.59
Anshutz loading station._. 23,142.39 24 4,19
Perrine loading station_.___ .. ___ . .. .. ____.___.___. 44,973.63 23 4.41
General investment_.. _.________._.__ . ......_._..__ 20, 105. 00 21 4,79
Total o el 2,024, 837. 00 20.9 4.79
Kennedy gasoline_. ... .. i 170, 726. 82 24 4.16

Total West Virginia gasoline and butane ......_._.___ 2, 195, 563. 82

1 When retired in 1937.



1 EXHIBIT NO. 63.—REVENUE, EXPENSES, AND NET IN-
VESTMENT OF HOPE CONSTRUCTION AND REFINING

COMPANY PERTAINING TO GASOLINE EXTRACTION
CONTRACT WITH HOPE NATURAL GAS COMPANY,
THREE YEARS ENDED DECEMBER 31, 1939, ¥. P. C.
WITNESS BLEASE

WRITTEN STATEMENT

The Federal Power Commission, under date of October 14, 1938,
issued an order of investigation into and concerning all rates,
charges, classifications, rules, regulations, practices or contracts
of Hope Natural Gas Company. In accordance therewith, an ex-
amination of the accounts and records of Hope Construction and
Refining Company has been made, and, as a result, this report
on the earnings and investment of the gasoline department is
submitted.

Purpose éf this Ewhibit.

By contract dated June 30, 1920 (retroactive to January 1,1920)
Hope Construction and Refining Company agreed to process the
natural gas of Hope Natural Gas Company passing through the
pipe lines at the gasoline plants, and to extract therefrom gasoline
and other products on a royalty basis. This contract specified
that Hope Natural Gas Company was to receive one-fourth (14)
of the gasoline and other products extracted, but was to bear
one-fourth (14) of transportation costs to market

Other provisions in this contract specified that all natural gas
passing through the pipe lines at the gasoline plants was to be
processed and returned without dimunition in pressure, volume,

and heating value, and that Hope Natural Gas Company
2 was to furnish free water, steam, and electrical current,
except at plants already equipped with their own supply.

A supplementary contract dated August 1, 1923, revised the roy-
alty to be received by Hope Natural Gas Company to one-eighth
(13) of the gasoline and other products extracted, but with other
provisions to remain the same.

This one-eighth royalty has contmued to date and is being cur-
rently booked.

(373)
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Hope Natural Gas Company Exhibit No. 37, Rate Statement,
by George I. Rhodes, page 7, states “Such a low royalty is not
appropriate in the eastern territory where prices received for gaso-
line and for field sales of gas are higher than in the midwest and
accordingly in this exhibit the gasoline and butane royalties have
been increased to the original fraction of 14 of the gross. This
is a fair royalty.”

Hope Natural Gas Company and Hope Construction and Refin-
ing Company are admittedly affiliated companies.

There are presented herein details of Hope Construction and
Refining Company’s investment in plant, for gasoline and other
product extraction, devoted to processing Hope Natural Gas Com-
pany gas, and the earnings from these plants, in order to give the
Commission factual data for determination of the proper credit
to Hope Natural Gas Company for gasoline and other products.
extracted from its gas.

3 Scope of this Exhibit.

Hope Construction and Refining Company owns and
operates oil and gas wells, lines, and appurtenant facilities in
addition to its gasoline extraction plants. Also in addition to
the gasoline and butane extraction plants in West Virginia de-
voted exclusively to processing gas of Hope Natural Gas Company,
Hope Construction and Refining Company owns and operates
gasoline plants in Pennsylvania and Ohio. These plants are
known as the Brave, Imperial, and Jennings Guffey in Pennsyl-
vania, and the Ludlow in Qhio. Of these, only the Brave plant
in Pennsylvania processes gas originating from Hope Natural
Gas Company’s wells in West Virginia.

This exhibit has been confined principally to Hope Construc-
tion and Refining Company’s investment in and earnings from
its West Virginia gasoline and butane operations.

A—PRevenues and Ewpenses—All Departments.

In addition to the gasoline extraction contract mentioned above,
there exists a contract known as the “Service Agreement” between
Hope Natural Gas Company and Hope Construction and Refining
Company. The agreement was dated June 30, 1937 (renewed
March 1, 1940). In this agreement Hope Natural Gas Company
proposes to furnish at cost: (1) General administrative services,
(2) general supervisory services, (3) general accounting services,
(4) general engineering, (5) telephone and telegraph service,
(6) annuities and benefits department services, (7) deple-
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4 tion department services, (8) depreciation department

services, (9) medical and health services, and (10) station-
ery department services. The bases for allocation of these serv-
ices appear reasonable and the Examiners have taken no exception
to either the amounts or methods of allocation.

Schedule No. A-1, “Earnings Statement, per Books,” years
1937, 1938, and 1939, presents a condensed earnings statement of
all departments of Hope Construction and Refining Company;
oil, gasoline, butane, and gas. This statement was taken from
the books of the company and has not been adjusted. The rev-
enues, operating expenses, depreciation and depletion, taxes, and
net operating revenues for each department are shown. It is of
interest to note that the oil department shows a loss for the
years 1938 and 1939, and that the gas department shows a loss
for 1937, 1938, and 1939, while the gasoline and butane depart-
ments provide a profit for each year shown.

Gasoline Department Earnings—All States.

Schedule No. A-2, “Gasoline Department Earnings Statement,
per Books,” presents a condensed earnings statement of the gaso-
line department, and includes operations of all plants. This
statement was taken from the books of the company and has not
been adjusted. It shows for the years 1937, 1938, and 1939 the
gasoline sales by gallons and dollars, a condensed summary of
the gasoline expenses, and the net earnings of the gasoline de-

partment, which is in agreement with the gasoline depart-
5 ment net earnings shown on Schedule No. A-1.

Schedule No. A—2a, “Revenue from Gasoline Sales by
Plants,” years 1937, 1938, and 1939, supports and is in agreement
with the “Sales” shown on Schedule No. A-2. Schedule No.
A-2a shows the gasoline sales for the three years, divided between
states and plants, showing also the revenue received from pur-
chased gasoline. This statement was taken from the books and
records of the company and is unadjusted.

Schedule No. A-2b, “Gasoline Department Expenses,” years.
1937, 1938, and 1939, supports and is in agreement with the “Total
Expenses” shown on schedule No. A-2. This statement was pre-
pared from the books and records of the company in such detail
“as the accounts were kept. It will be noted that the primary
purpose is to determine the cost of gasoline manufactured and
the cost of gasoline sold, while there has been no segregation be-
tween operating and maintenance expenses.
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Earnings Statemeni—Adjusting Entries.

Adjusting entries have been made for the West Virginia gaso-
line department earnings and for the butane department earn-
ings. :
Entry No. 1 reverses the royalty paid to Hope Natural Gas
Company for the years 1937, 1938, and 1939, and to Reserve Gas
Company for 1939. This royalty has been computed at 14 of the
net sales and charged to gasoline and butane expense under ac-
count “Contract Gas.” This reversal has been made in order
to arrive at an earnings base on which a royalty or other credit
may be computed.

Entry No. 2 reverses the charge for vent gas returned to
6 Hope Natural Gas Company for the years 1937, 1938, and
1939. According to the Commission engineers, this vent
gas is the property of Hope Natural Gas Company and no charge
should have been made therefor by Hope Construction and Refin-
ing Company. Hope Construction and Refining Company
records this charge in a compound journal entry. The company
assumes that the vent gas returned is equal in value to the boiler
gas and steam furnished by Hope Natural Gas Company to the
gasoline plants, excepting the Goff plant, where the vent gases
are metered. The entries recorded each month charge “Fuel and
Power” with the boiler gas and steam consumed, and credit
“Vapor Fuel Earnings” which is netted against “Contract Gas”
on the earnings statements. The difference between the charge
and credit, due to the Goff plant (See Fuel and Power Schedule
No. A-3b), is credited to Hope Natural Gas Company. Hope
Natural Gas Company records this net difference as a credit to
“Miscellaneous Earnings.”

If a complete reversal of the compound entry were made,
namely, to reverse also the fuel charge, the gasoline earnings
would be overstated, inasmuch as the cost of gasoline boiler fuel
would be borne by Hope Natural Gas Company’s gas compressor
stations.

Entry No. 3 substitutes depreciation expense computed on
rates furnished by the Commission engineers for the depreciation
expense recorded on the books of account. It has been the com-

pany’s policy to record depreciation expense on a straight
7 line basis. The rates used on gasoline property have been
3% since 1934 (5% from 1920 to 1934) and 5% on butane
property. The rate used in this study, as furnished by the Com-
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mission engineers is 4.79% for both classes of property (See
Schedules Nos. B-3 and B-5).

In addition, it has been the company’s policy to charge or
credit expenses under the accounts “Plant and Equipment Retire-
ment” or “Profit or Loss from Sale of Capital Assets” with a
calculated profit or loss resulting from the retirement of a capital
asset. This profit or loss is computed by charging these accounts
with the cost of the equipment retired or sold, and crediting the
accounts with the salvage thereon and with the depreciation
applicable thereto. The depreciation applicable thereto is the
* ratio which the total accumulated reserve bears, at the beginning
of the year, to the total investment by departments.

All of these entries have been set up by accounts and by years
and have been posted to the appropriate adjustment columns on
the West Virginia gasoline department, and the butane depart-
ment earnings and expense schedules, Nos. A-3 and A—4.

West Virginia Gasoline Department Earnings Statement—Sched-
ule No. A-3 and Butane Department Earnings—Schedule
No. A-4.

In addition to being departmentalized, the revenue and expenses
of Hope Construction and Refining Company are segregated be-
tween states. These segregations are accomplished by assigning
directly to the proper department and state expenses as are readily

identified as being applicable thereto, such as direct labor,
8 materials, fuels, transportation expenses, rentals, ete.
Some expenses not readily assignable are allocated on the
basis of gross investment; these are general office salaries and
expenses, legal expenses, benefit plan expense, thrift plan expense
and other miscellaneous expenses, . Taxes are allocated on various
bases; income tax on net earnings, franchise, capital stock, prop-
erty taxes on gross investment, social security taxXes on payrolls,
etc. Depreciation, during the years included in this exhibit, is
assigned directly to the depreciable property on which calculated.
Gasoline depreciation is calculated at 3% of depreciable property
and butane depreciation at 5%. Of the total thus calculated, 95%
is deemed applicable to manufacturing facilities and 5% to ship-
ping, handling, and storage facilities.

The amounts and bases of such allocations appear reasonable
and the Examiners have made no adjustments by reason of these
allocations.
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- Butane is extracted at only one plant, Hastings, located in
West Virginia. All revenues from butane are allocated to the
West Virginia district, but some of the expenses are allocated
on the company’s books to other states. An examination of these
expenses indicates that they are primarily concerned with mar-
keting butane produced at the Hastings plant, and as such, should
be considered applicable to the revenue from that plant. In this
exhibit the total net revenue from butane, including all expenses,

has been presented rather than that of West Virginia only.
9 The revenues and expenses shown on the West Virginia
 gasoline department earnings statement for the year 1939
include revenues and expenses applicable to the Kennedy plant,
operated in West Virginia and processing gas of Reserve Gas
Company. This plant was purchased by Hope Construction and
Refining Company from Reserve Gas Company on December 31,
1938. Though Reserve operated under its corporate identity dur-
ing the year 1939, its common stock was owned by Hope Natural
Gas Company. Reserve was merged with Hope Natural Gas
Company on December 30, 1939, thus the fields from which
Reserve drew its gas in 1939, will, in the future, be a part of the
holdings of Hope Natural Gas Company.

Schedule No. A-3, “West Virginia Gasoline Department Earn-
ings Statement,” years 1937, 1938, and 1939, presents the sales,
expenses, and net earnings for the years indicated. The schedule
is further grouped to show these items as reflected on the books
of the company, the Examiners’ adjustments thereto, and the
accounts as adjusted. The net effect of the Examiners’ adjusting
entries on the West Virginia gasoline earnings is a decrease, as
follows:

Particulars 1937 1938 1939
Net earnings, per books._ ... . . . ... $273,899.40 | $168, 823,51 $210, 157. 38
Examiners’ adjustments_ ... ... . ... *65,8?75.03 96, 144.06 78,137. 48
Adjusted earnings_ . .. ___ i _ . ........ 208, 024. 37 72, 679. 45 132, 019. 92

* Ttalic figures denote decrease,
Schedule No. A-3a supports and is in agreement with “Total
Expenses” shown on Schedule No. A-3. This schedule presents
the operating expenses in detail and, similar to Schedule
10  No. A-3, is divided to show expenses per books, adjust-
ments thereto and the expenses as adjusted for the years
indicated.
Schedule No. A-3b supports and is in agreement with the
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“Fuel and Power” account shown on Schedule No. A-3a. This
schedule is divided to show by years the amount and type of
charge entering the fuel account of each plant. The column
headed “Excess of Boiler Fuel over Vapor Fuel Returned” repre-
sents the net credit to Hope Natural Gas Company for the
difference between boiler fuel furnished and the vapor fuel re-
turned. This has been discussed above in Examiners’ Adjusting
Entry No. 2.

Schedule No. A-4, “Butane Department Earnings Statement,”
years 1937, 1938, and 1939, is similar in form and content to
Schedule No. A-3. However, the net effect of the Examiners’
adjustments of the Butane department earnings is an increose,
as follows:

Particulars 1937 1938 1939
Net earnings, per booKs._ - . e $181,786.70 | $110, 546.45 $165, 720. 09
Examiners’ adjustments. . ... ... 23, 862. 82 17,488.10 26, 443. 65
Adjusted earnings._ .. ... ... __ 205, 649. 52 128, 034. 55 192, 163. 74

Schedule No. A-4a, “Butane Department Earnings,” years
1937, 1938, and 1939, supports and is in agreement with “Total
Expenses” shown on Schedule No. A—4. This schedule is similar

in form and content to Schedule No. A-3a.
11 The earnings of Hope Construction and Refining Com-
pany applicable to the extraction of by-products from gas
of Hope Natural Gas Company, as outlined above, are as follows:

Horr CONSTRUCTION AND REFINING COMPANY

Summary of West Virginia Gasoline and Butane Earnings
Years 1937, 1938, 1939

Particulars 1937 1938 1939
Net earnings, per books:
‘West Virginia gasoline department___._________._____ $273,899.40 | $168, 823, 51 $210, 157. 38
Butane department._.._.______________._ ... ... 181, 786.70 110, 546. 45 165, 720. 09
b R RN 455, 686.10. 279, 369. 96 375,877. 47
Examiners’ adjustments:
West Virginia gasoline department.__.___._._.._..__ 66,876.03 96, 144.06 78,187, 46
Butane Department . - .- oo ooeeeeeenn. 23, 862. 82 17, 448. 10 26, 443. 65
1) Y U 42,012. 21 78,665.96 51,693, 81
Net earnings, as adjusted: .
‘West Virginia gasoline department.___.____._____.__ 208, 024. 37 72,679. 45 132, 019, 92
Butane department_____________________ ... ____.._ 205, 649. 52 128, 034. 55 192, 163. 74

Total ..o l. i 413, 673.89 200, 714. 00 324, 183. 66
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B.—Investment and Depreciation Reserve.

The books of account reflect investment in gasoline and butane
plants by plants, but the reserve for depreciation is kept only by
departments. In order to ascertain the investment and related
reserve for depreciation the balances in plants were listed and this
exhibit deals with all West Virginia plants, active or inactive, that

have appeared in the gasoline investment ledger within the
12 past five years (1935 to 1939, inclusive). These are termed

herein as “currently active West Virginia plants.”
- Hope Natural Gas Company sold all of its gasoline and butane
investment to Hope Construction and Refining Company as of
June 30, 1920 at net book cost. Several of the plants dealt with
in this exhibit were constructed prior to 1920 and from the period
of construction to June 30, 1920, were the property of Hope
Natural Gas Company. These are the Bristol, Ellenboro, Goff,
Hastings, Waverly, and Wright plants and certain investments
termed as General.

This study traces each plant to its origin and no adjustments
are made by reason of title transfer.

All credits appearing in the plant accounts were analyzed and
the retirements of plant and salvage applicable thereto are sum-
marized on Schedules Nos. B-1b, sheet 1, and B-1b, sheet 2, re-
spectively. These sheets show the retirements and salvage, by
years and by plants, of the currently active gasoline plants.
Schedule No. B-1a shows the investment as of December 31, by
plants and by years, 1914 to 1939, inclusive, in the currently
active West Virginia plants.

Currently Active West Virginia Plants.
Schedules Nos. B-1b (1) and B-1a have been posted to a sum-
mary Schedule No. B-1, “Investment in Currently Active
18  West Virginia Plants, Excluding Kennedy Plant” in the
appropriate column under caption “Investment per Books.”
In Schedule No. B-1 is a column for Examiners’ adjustments and
the adjusted investment in currently active West Virginia plants
is extended to the right in four columns.

The adjustments appearing in Schedule No. B-1 are five in
number, and are listed and described by individual entries shown
on Schedule No. B-2, “Gasoline Investment—Adjusting Entries.”

The adjusted gasoline investment shown on Schedule No. B-1
is posted to the first four columns on Schedule No. B-3 “Invest-
ment in Currently Active West Virginia Plants—Excluding Ken-
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nedy Plant, and Related Reserve for Depreciation.” The cost of
the sites on which the plants were built was carried on the books
of account as gasoline investment to 1937, but in 1938 was trans-
ferred to balance sheet account No, 302-3, “Other Lands, Leases,
and Easements.”

This cost, as carried on the gasoline investment ledger is shown
on Schedule No. B-3 for the purpose of arriving at the depreciable
plant balance. It has been assumed in this study that all gaso-
line investment, except the sites, is depreciable, and that the addi-
tions and retirements were incurred as of June 30 of each year.
Thus the average balance less the cost of sites is listed under col-
umn headed “Average Depreciable Balance” on Schedule No.

B-3.
14 To this balance is applied the depreciation rate supplied

by the Commission engineer to arrive at the annual depre-
ciation shown on Schedule No. B-3 under “Computed Reserve for
Depreciation—Provision” column. Also under this “Computed
Reserve for Depreciation” are columns for “Net Salvage” to
which are posted the figures from Schedule No. B-1b, sheet 2,
previously discussed, and for “Retirements” which are taken from
similar column on Schedule No. B-1. The result is that the pro-
vision, plus salvage, less retirements, equals the balance of the
reserve for depreciation applicable to the currently active West
Virginia plants.
Investment in Kennedy Gasoline Plant and Related Reserve for

Depreciation—=Schedule No. B-.

The Kennedy plant was acquired by Hope Construction and
Refining Company as of December 31, 1938, from Reserve Gas
Company. The investment on the books of Reserve Gas Com-
pany on that date was as follows:

Book cost e - $256, 722. 59
Reserve for depreciation - 182,322, 43
Book value... - - 74, 400. 16

Hope Construction and Refining Company recorded the pur-
chase on the books of account as follows:

Dr. Gasoline investment.. . . . ___ $170, 000. 00
Property purchased account (Reserve Gas
Company) 170, 000. 00
Cr. Reserve Gas Company - $170, 000. 00

Property purchased account_ .. _____ 170, 009. 00
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15 For the purpose of this study the investment is deemed

to be that carried on the books of Reserve Gas Company,
and the related reserve for depreciation is computed with rates
furnished by the Commission engineer on book balances from
the date of construction to December 31, 1939, in the form and
manner described for the other West Virginia plants.

Inasmuch as the revenues from this plant appear on the earn-.
ings statement for only the year 1939, the investment, reserve
for depreciation and annual provision are also included in the
summaries in this exhibit for only the year 1939.

Butane Investment and Related Reserve for Depreciation—
Schedule No. B-5.

Schedule No. B-5 presents the butane investment and its related
reserve for depreciation. Both the investment and its reserve
have been prepared and computed in the same manner as that
previously discussed for currently active West Virginia plants.

Schedule No. B-6 and Schedule No. B—6a are summaries. No.
B-6 summarizes the investment and retirement reserve for the
currently active West Virginia plants, the Kennedy plant, and
the butane property as of December 31, 1937, 1938, and 1939, as
shown on Schedules Nos. B-3, B4, and B-5, respectively. Sched-
ule No. B-6a is a condensed summary of the average investment,

reserve, and net investment for each of those years.

16 The average net investment as shown on Schedule No,
B-6a for each year is as follows:
Year Amount
1937 - e $681, 131. 57
1938 591, 177. 88
1989 - 568, 227. 65

O—Working Capital.

The working capital requirements of Hope Construction and
Refining Company necessary for the conduct of its West Virginia
gasoliné and butane operations is estimated to be $80,000.00. This
is the total of the inventory of gasoline and butane products, mer-
chandise and forty-five days of adjusted operating expenses after
deduction of taxes and depreciation, as follows:
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Particulars 1937 1938 1939 Average
Adjusted gasoline expenses_-........_...... $480,820.66 | $411,972.84 | $479,039.13 | $457,113.88
Adjusted butane expenses___.__.__.___.__. 85, 826. 39 65, 348, 53 89, 484, 04 80, 219. 65
Total. - .. 566, 156. 06 477,321.37 568, 523. 17 537, 333, 53
Less—taxes and depreciation_.__._______.__ 124, 953. 21 96, 342. 61 154, 187.93 125, 161. 25
Net . oo 441, 202. 84 380, 978. 76 414, 335. 24 412,172, 28
45/360 of above. . _..._._. e m—c—mec———— 55, 150. 36 47, 622,35 51, 791. 90 51, 521. 54
Gasoline and butane products._.... o 17, 936. 27 30, 313. 28 17,715. 00 22, 000. 18
Butane merchandise .. ._..._.____ R 3,124.12 3,340. 21 4, 364. 45 3, 609. 59
Automotive equipment . . ... o |e e co e mceicmeeaees 2, 120. 80
V31 7Y SR SROIUN SRR USRI RPN 79,252, 11
L1 RN PSSRSO NSRS PRI 80, 000. 00

Depreciation has been eliminated because it does not require
a cash outlay. Taxes, with minor exceptions, are not pay-
17 able until the year following that to which applicable.

No allowance has been made for prepayments since this
item is relatively small and is more than offset by accounts pay-
able. No allowance has been made for bank balances, inasmuch
as the collection of taxes in advance of payment tends to build
cash funds and also because the forty-five day lag in expenses is
greater than is normally incurred in collection of revenue. The
average balance, years 1937, 1938, 1939, in the gasoline and butane
accounts receivable for the month of December represents only
19.63 days of the average sales for those years.

D—Appendiz—Balance Sheet and Balance Sheet Details.

There is included in this exhibit Hope Construction and Re-
fining Company’s comparative balance sheets for the years 1937,
1938, and 1939 as Schedule No. D-1. The individual items on the
balance sheet are analyzed in supporting schedules numbered
D-1a to D-1g, inclusive. The amounts appearing on all of these
schedules were taken from the books and records of the company
and have not been adjusted.

484807—42——25
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Oonclusion.
The results of the foregoing statements are summarized as fol-
lows:

Particulars 1937 1938 1939

Average net investment___._____________ . ... _.___. $681,131.57 | $591, 177. 88 $563, 227. 65

‘Working capital. . ... . 80, 000. 00 80, 000. 00 80, 000. 00

Motal . o el 761, 131. 57 671,177.88 643, 227. 65

Earnings at 6%, on above investment.._.._.__..______.__ 45, 667. 89 40, 270. 67 38, 593. 66

Net earnings, as adjusted . .. .. o el 413, 673. 89 200, 714. 00 324, 183. 66
Excess of adjusted earnings over 6%, of average

investment . . . .o e e 368, 006. 00 160, 443. 33 285, 590. 00

18 It is recommended that the accompanying entries (pages

19 to 21) be reflected in the Commission’s rate study, in
order that Hope Natural Gas Company may receive the proper
credit for the products extracted from its gas. The credit to
Hope Natural Gas Company is the excess of earnings after
allowing Hope Construction and Refining Company all costs in-
curred in connection with the extraction of gasoline and other
products plus a reasonable profit. It is recommended that the
Commission determine the reasonable rate of return to be applied
to the net original cost of Hope Construction and Refining Com-
pany property devoted to this phase of its operations. Pending
a determination by the Commission, return has been computed
herein at 6%. ‘

Ernesr B. BLeAsk,
Ernest B. Blease,
Senior Examiner of Accounts.

Epwarp L. Dunx,
Edward L. Dunn,
Examiner in Charge of Field Assignment.

CrarksurG, West ViraiNia, March 12, 1941.
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Approved :
W. E. Baxkeg,
W. E. Baker,
Chief Adcountant.
Cuas. W. Swmrrs,
Chas. W. Smith,
Chief, Bureaw of Accounts, Finance and Rates.

[Pages 19 to 30 omitted.]



31 Docket G-113 Schedule No. A-3
Hore CONSTRUCTION AND REFINING COMPANY

West Virginia Gasoline Department Earnings Statement Per Books and as Adjusted Yedrs 1937, 1938, and 1939

Per books Examiners’ adjustments As adjusted
Particulars
1937 1938 1939 1937 1938 1939 1937 1938 1939
(a) (b) © @ (@) () ® () M @
Sales:
Gallons 801d. . .. e 13,915,175 | 11, 682, 889 | 18, 755, 531 13,915,175 | 11,682,889 | 16, 755, 531
Average price per gallon. $0. 0405 $0. 0415 $0. 0365 $0. 0495 $0. 0415 $0. 0365
Amount e $688, 354. 03 [$484, 652. 29 1$611, 059. 05 $688, 354. 03 |$484, 652, 29 | $611, 059, 05
Expenses:

Production expense:
Contract €88 . ..o aeiaaen $82,257.14 | $58,593.34 | $73,563.76 | $82,076.76 | $58,693.84 | 878,563.76 $180.38 1o faiiiieeiis
Less: Vapor fuel earnings. ... ..o ooooooaoaos 138,144.98 | 127,771, 12 1 117,640.68 | 138,144.22 | 127,771.12 | 117,640.58 }. .. . lee oo
Net cost of gas purchased ... ... ... 66,887.08 1 69,177.78 | 44,076.82 | 56,067.46 | 69,177.78 | 44,076.82 180.88 {_ oo
Labor. . cemaman 51,528.46 | 50,386.47 { 50,198.33 $50,386.47 | $50,198.33
Fuel and power. .. .- 147, 686. 82 | 135, 224. 89 | 124, 730. 63 135,224.89 | 124, 730.63
Other production expenses. . ... ..ocococeoceeooean 73,052.09 | 75377.62 | 81,253.50 75, 377. 62 81, 253. 50
Total direct production expense._ ............._.. 216,380.29 | 191,811.20 | 212,105.64 | 56,067.46 | 69,177.78 | 44,076.82 | 272,447.75 | 260,988.98 | 256,182.46
Overhead . ... ..o o ieeiieaie 30,134.25 | 21,830.18 | 24,380.17 | ___ .. | o lfiiaiaieao. 30,134.25 | 21,830.18 24, 380, 17
D AKeS o e 8, 234.42 7,267.83 6,832.16 | .o 8,234. 42 7,267.83 6, 632.16
Depreciation . e 49,427.10 | 44,821,37 | 49,667.37 | 18,343.85 | 21,655 83 | 26,258.49 | 67,770.95 | 66,477.20 75, 925, 86
Total indirect production expense. ... ... ... 87,795.77 | 73,919.38 | 80,670.70 | 18,343.85 | 21,655.83 | 26,258.49 | 106,130.62 | 95,575.21 | 106,938.19

Total production expense. _ ... ..cceooooocucmnnn 304,176.06 | 265,730.58 | 202,785.34 | 74,411.31 | 90,833.61 | 70,335.31 | 378,587.37 | 356,564.19 | 363,120.65

98¢



Gasoline purchased . .. __ ... ________._
Inventory fluctuations

Total cost 0 gasolinesold_ ... __._... ... .. ...

Shipping, handling , and storage expenses._.__...____.
Administrative and general expenses.__._.__._.. e
Federal income tax
Other miscellaneous charges and credits____._.._._._..

Total expense. ... .o

Net earnings ..o oeoe e e

14,757.64 | 16,243.12 8,773.08 14,757.64 | 16,243.12 8,778.08
6,842.97 | 18,644.62 | 11,362.77 6,342.97 | 12,644.62 11, 362.77
312, 500.73 | 260,329.08 | 312,926.19 | 74,411.31 | 90,833.61 | 70,335.31 | 387,002.04 | 360,162.69 | 383,261 50
44,503.18 | 39,557.43 | 39,249.80 965. 45 1,139.76 1,382.13 | 45,558.63 | 40,697.19 40, 631.93
35,005.69 1 13,238.08 | 18 137.47 | __. | e 35,005.69 { 13,238.06 18,137.47
16,000.00 {_____._.__._ 29, 333. 60 16,000.00 { ... _..__ 29, 333. 60
6, 175.03 6, 295. 81 1,254.61 9,501.78 4,170.69 6,420. 02 3$,826.70 8,125.12 7,674.63
414,454 63 | 315,828.78 | 400,901.67 | 65,875.03 | 96,144.06 | 78,137.46 | 480,329.66 | 411,972.84 | 479,639.13
273,890.40 | 168,823.51 | 210,157.38 | 65,875.08 | 96,144.08 | 78,187.46 | 208,024.37 | 72,679.45 | 132,019.92

Italic figures denote decrease.
[Pages 32 to 33 omitted.]
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34 Docket G-113

Hore ConstruUcTION AND REFINING COMPANY

Butane Department earnings statement per books and as adjusted years 1937, 1938, and 1939

Schedule No. A.

Per books Examiners' adjustments
Particulars
1937 1938 1939 1939 1937 1939
(@) ®) @} (@ ® (h) [6)]
Sales:
Gallons SOIA - cu oo e 4,394,314 | 3,417,713 | 5,173,305 ... o) 4, 394, 314 5,173, 305
Average price pergallon_.._______ . _________ $0. 0663 $0. 0566 $0.0544 . i feamemeene o mmaeaes $0. 0663 $0. 0544
Amount.____ .. $201,475.91 |$193,383.08 ($281,647.78 | - . _|ooo ool $291, 475.91 $281, 647,78
Expenses:
Production expense:

Contract gas___ ... . $23, 550. 07 | $16,990.54 | $25,915.65 | $23,559.07 | $16,990.54 | $25,916.66 |__ oo |ieieioe e
LaDOT - o e e 4,010. 49 4,418. 41 4,261.70 $4, 010. 49 $4, 261. 70
QOther production expenses._ ______ ... _. . __._.._. 5, 350. 35 3, 648. 55 4,883.35 | o e 5, 350. 35 4,883.35
Total direct production expense. .. .. . __.___. 32,919.91 25,057.50 | 35,06u.70 26,915.65 9, 360. 84 9, 145.05
Overhead. ... 3, 568.76 2, 649. 93 2,995.31 | e 3, 568. 76 2,995.31
XS o o 1,843.68 | 1,570.94 | 1,6560.90 |__._._.____ | .. feeooo_. 1,843. 68 1, 6509. 90
Depreciation. ... .o aiaao 12, 170. 89 12, 333.84 12,375, 54 501,83 11, 699. 47 11,873.71
‘Total indirect production expense___.___________ 17, 583.33 16, 554. 71 17,030. 75 501.83 17,111.91 16, 528. 92
Total production expense _| 50, 503.24 41,612, 21 52,091 45 26, 417. 48 26, 472.75 25, 673. 97
Inventory fluctuation__.___.___._____.__________ 2,979. 86 302.27 2,625.61 |__ ke 2,979.86 8,685.51
Total-—cost of butane seld._ . ocomooe oo e 47,523.38 | 41,309.94 | 49,465.94 26,417.48 | 23,492.89 23,048.46
Shipping, storage, and handling_._ ... .. _._._.._. ... 34,560.92 | 26,481.01 | 30,033.32 26.83 | 34,536.10 30, 006. 99
Marketing expense . ... ..... 8,119,19 8, 269. 24 8, 580.47 8,118.19 8, 580.47
Administrative and general expense 8,411.17 6, 629. 73 9, 562. 63 8,411.17 9, 562. 63
Federal income tax____ .. ____._._________ 11,000.00 | . ___...___ 18, 333. 00 11, 000. 00 18, 333. 00
Other miscellaneous charges and credits. 74.55 146.71 47.67 267. 04 47.581
Totalexpense.___.__________ ... 109,689.21 | 82,836.63 | 115, 927.69 26, 443.65 | 84, 826.39 89, 484. 04
Net earnings.  o.c.v o oomo e oo ee e 181, 786.70 | 110, 546.45 | 165, 720. 09 26, 443. 65 | 205, 649.52 192, 163. 74

Italic figures denote decrease. [ Pages 35 to 45 omitted.]
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46  Docket G-113

Hore ConNsTRUCTION AND REFINING COMPANY

Investment in currently active West Virginia plants—Excluding Kennedy Plant and related reserve for depreciation— Period 1914 to
1939, inclusive

8chedule No. B-3

Adjusted gasoline plant investment

Computed reserve for depreciation

Average
Cost of si reciab) ioi
Year Blegflfe Additions | Retirements %gg_ngle ost ofsites del?afanoe te %&zlral.ni:e Pro;;;loon Net salvage | Retirements %‘ggngf
(b) (e (d) (e) Q] (@) (h) (1) [6)] (k) (Y]
______________ $173,106. 87 $458. 80 $172, 648. 07 $698. 00 $85,975.04 |______________ $4,118.20 $263. 06 $458. 80 $3,922. 46
$172, 648. 07 5, 737.42 5,813.79 172, 571. 70 698. 00 171,911, 89 $3,922.46 8, 234. 58 4,764.18 5,813.79 11, 107. 43
172, 571.70 140, 687. 01 1,202.19 312, 056. 52 4,624. 75 239, 652. 73 11, 107. 43 11, 479. 37 935. 76 1,202.19 22, 320. 37
312, 056. 52 52, 107. 52 700. 00 363, 464. 04 5,972.75 332, 461. 53 22,320.37 15,924.91 575.00 700. 00 38,120.28
363, 464. 04 473, 725. 55 85, 463. 01 751,726. 58 7,697.75 550, 760. 06 38,120.28 26, 381. 41 77,411.49 85, 463. 01 56,450. 17
751, 726. 58 161, 335. 52 8, 037. 66 905, 024. 44 6, 896. 75 821, 078. 26 ’ 56, 450. 17 39, 329. 65 5, 252.23 8, 037. 66 92,994. 39
905, 024. 44 67,224.03 4,023.72 968, 224. 75 5, 684. 50 930, 333.97 0 92,994. 39 44, 563. 00 2,472.45 4,023.72 136, 006. 12
968, 224. 75 3, 417.69 17,320.70 947, 486. 36 5, 688. 50 952, 169. 05 136, 006. 12 45, 608. 90 10, 700. 72 17,320.70 174, 995.04
947, 486. 36 33, 339.37 2, 605. 53 978, 220. 20 5, 688. 50 957,164. 78 174, 995.04 45, 848. 19 1, 559.23 2, 605. 53 219, 796.93
978, 220. 20 62, 621. 04 4,412.96 | 1, 036,428.28 5,688.50 | 1,001, 635. 74 219, 796. 93 47,978.35 2,934.36 4,412. 96 266, 296. 68
1,036, 428.28 252, 758. 56 20,453.42 | 1,268, 733.42 12, 513.50 | 1,143,479.85 266, 296. 68 54,772.68 14, 953. 05 20,453. 42 315, 568. 99
1, 268, 733. 42 36,196. 15 4,377.26 | 1,300, 552. 31 12,413.50 | 1,272,179.37 315, 568. 99 60, 937. 39 1,810.13 4,377.26 373, 939. 25
1, 300, 552. 31 330, 123. 69 11,155.56 | 1,619, 520.44 12,413.50 | 1,447, 622. 88 373,939. 25 69, 341. 14 903. 72 11, 155. 56 433, 028. 55
1, 619, 520. 44 38, 023. 23 1,997.16 | 1, 655, 546. 51 12,413.50 | 1,625,119.97 433,028. 55 77,843. 25 815. 64 1,997.16 509, 690. 28
1, 655, 546. 51 1,232.14 10,474.38 | 1, 643,839.99 12,413.50 | 1, 637,279.75 509, 690. 28 78,425.70 994. 85 10,474. 38 578, 636. 25
1, 643, 839. 99 06, 611. 48 13,171.15 | 1,727, 280. 32 12,413.50 | 1, 673, 146. 66 578, 636. 25 80, 143.73 10, 483. 31 13,171.15 656, 092. 14
1,727, 280.32 64, 853. 40 33,257.89 | 1,758, 875.83 12,413.50 | 1,730, 664. 57 656, 092. 14 82, 898. 83 11, 704. 40 33, 257. 89 717,437. 48
1, 758, 875. 83 27,809. 17 50, 364.76 | 1,736, 320. 24 12,413.50 | 1,735,184.53 717,437.48 83,115.34 18, 515. 21 50, 364. 76 768, 703. 27
1, 736, 320. 24 8, 842.86 129, 191.88 | 1, 615,971. 22 12,413. 50 | 1, 663, 732.23 768, 703. 27 79, 692. 77 1,482.55 129,191. 88 720, 686. 71
1, 615, 971. 22 3,239.83 8,070.78 | 1,610, 240. 27 12,413.50 | 1, 600, 692. 25 720, 686. 71 76, 673. 16 4,710. 55 8,970.78 793, 099. 64
1, 610, 240. 27 12,303. 49 6,081.56 | 1,616, 462. 20 12, 413.50 | 1, 600, 937.73 793, 099. 64 76, 684. 92 2, 408. 39 6, 081. 56 866, 111. 39
1, 616, 462. 20 4,483. 88 91,997.71 | 1, 528,948.37 12,413.50 | 1, 560, 291.79 866, 111. 39 74,737.98 12, 162. 08 91,997.71 861,013. 74
1, 528, 948. 37 7,845.82 8,223.22 1 1,528, 570. 97 12,413.50 | 1, 516,346.17 861,013. 74 72, 632.98 3,713.43 8, 223. 22 929, 136. 93
1, 528, 570. 97 4, 068. 19 51, 456. 22 | 1,473, 046. 56 10, 588. 50 | 1, 489, 307. 77 929,136.93 71,337.84 24, 039.43 51, 456. 22 973, 057.98
1,473, 046. 56 3,079. 58 16,830.61 | 1,459,295.53 ________.____. 1, 460, 876. 80 973, 057. 98 69, 976. 00 5, 154. 67 16, 830. 61 1,031, 358. 04
1939 _____.__ 1, 459, 295. 53 1,254.21 28,088.98 | 1,429,952.34 __._ _________ 1,444, 623.94 | 1,031, 358. 04 69, 197. 49 12, 814. 53 28, 088. 98 1, 085, 281. 08
TFotal__ 2,046, 083. 24 616,130.90 | 1,429, 952.34 1,467,877.76 233, 534. 22 616, 130. 90 1,085, 281. 08
(Schedule (Schedule (Schedule (Schedule (Schedule (8chedule (Schedule
B-1) B-1) B-1) B-1) B-3a) B-1b) B-1)

Italic figures denote decrease.

[Page 47 omitted.)
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48  Docket G-113

Horr ConsTrUCTION AND REFINING COMPANY
Investment in Kennedy Gasoline Plant and Related Reserve for Depreciation— Period 1915 to 1939, Inclusive

8chedule No. B-4

v Investment Cost of Average Computed reserve for depreciation
ear - sites depreciable — -
Bﬁ:g?fe Additions | Retirements %a;gng _ balance B :];ffe P?Yés.%m Net salvage | Retirements %tgg.ng
(b) (e) @ © ® @ ) @ (6)) (k) ®

.............. $830.30 | oo $830.30 |- ... $415.15 | $17. 27 § | eeameee $17.27
$830. 30 90, 222. 48 $11.00 91, 041. 78 $286. 00 45, 793. 04 $17.27 1, 904. 99 $4. 40 $11.00 1, 915. 66
91, 041. 78 55, 311. 24 1, 305. 74 145,047. 28 286. 00 117, 768. 53 1, 915. 66 4,808.75 1,096.16 1, 305. 74 6, 604. 83
145, 047. 28 35,812. 84 1, 595.93 179, 264. 19 1, 600. 00 161,212. 74 6, 604. 83 6, 706. 45 1,007. 74 1, 595. 93 12, 723. 09
179, 264.19 41, 833. 26 2, 286. 89 218, 810. 55 1, 600. 00 197, 437. 37 12, 723.09 8,213.39 1, 658.97 2, 286. 89 20, 308. 56
218, 810. 55 8,066. 28 8, 360. 54 204, 383. 73 286.00 210, 654. 14 20, 308. 56 8, 763. 21 5, 518. 08 8, 360. 54 26, 229. 31
204, 383. 73 845. 14 55.10 206, 173. 77 286.00 204, 492. 75 26, 229. 31 8, 506. 90 30.00 55.10 34,711.11
205,173. 77 4, 281. 51 122.58 209,332.70 286.00 206, 967. 23 34,711.11 8, 609. 84 54.03 122. 58 43,252. 40
209, 332.70 2,441.84 | .. __________ 211,774. 54 286. 00 210, 267. 62 43,252. 40 8,747.13 51,999. 53
211, 774. 54 5, 459. 34 504.12 216, 729. 76 286. 00 213, 966. 15 51,999. 53 60, 396. 40
216, 729. 76 12,610.48 | ____.____.__. 229, 240. 24 286. 00 222, 699. 00 60, 396. 40 69, 660. 68
229, 240. 24 918. 99 130. 00 230, 029. 23 286. 00 229, 348. 74 69, 660. 68 79,175. 59
230, 029. 23 747.97 230, 777. 20 286. 00 230, 117. 21 79, 175. 59 88, 748.47
230,777.20 1, 006. 20 231, 783. 40 286. 00 230, 994. 30 88, 748. 47 98, 357. 83
231, 783. 40 619. 08 232, 402.48 286. 00 231, 806. 94 98, 357. 83 108, 001. 00
232, 402. 48 15,097. 31 244, 027. 08 286. 00 237,928. 78 108, 001. 00 116, 869. 20
244, 027.08 2,362.73 246, 389. 81 286. 00 244, 922. 45 116, 869. 20 127, 057.97
246, 389. 81 57.14 | oo .. 246, 446. 95 286. 00 246,132. 48 127, 057. 97 137,297.08
246, 446. 956 1,069.76 | _____._.___ 247, 506. 70 286. 00 246, 689. 83 137,297.08 147, 559.38
247, 506. 70 437.63 399. 93 247, 544. 40 286. 00 247, 239. 55 147, 559. 38 157, 764. 56
247, 544. 40 5,133.05 2,014. 39 250, 663. 06 286. 00 248, 817. 73 157. 764. 56 166, 594. 39
250, 663. 06 8,083.43 136.08 258, 610. 41 286. 00 254, 350. 73 1686, 594. 39 177,139.85
258, 610. 41 718.68 2,723. 46 256, 605. 63 286. 00 257, 322. 02 177,139. 85 185, 964. 68
256, 605. 63 116.96 | __.____._._ 256,722,590 |___ ... ______ 256, 521. 11 185, 964. 68 196, 635. 96
256, 722. 59 2,194.15 40. 08 258,876.66 |._.___________ 257, 799. 62 196, 635. 96 10, 724.46 1.87 40.08 207, 322. 21
Total -1_______ ... 282, 035. 21 23, 158. 55 258,876.66 ||| 216, 804. 86 13, 675. 90 23,158, 55 207, 322. 21

Italic figures denote decrease.
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Hore ConNstrUCTION AND REFINING COMPANY
Butane Investment and Related Reserve for Depreciation Period 1918 to 1939, Inclusive

Schedule No. B-5

Butane investment Computed reserve for depreciation
Average de- —
Year preciable .
%‘ﬂgf’fe Additions | Retirements %fg“gf balance %‘gg?‘l’e P:z;g;loon Salvage | Retirements %aélangf
(a) (b) (c) @ (e ® ®) () (6] (6] (&)

______________ $1,042. 44 $1,942.44 $971.22 | ..o $46. 52 $46. 52
$1,942. 44 3,897.31 5,839.75 3,891.09 $46. 52 186. 38 232.90
5,839.75 32, 465.89 $254.94 38, 050. 70 21, 945. 22 232.90 1,051.18 1, 233.09
38, 050. 70 12, 130. 42 201. 49 49, 979.63 44, 015. 16 1,233.09 2,108.33 3,304.71
49, 979. 63 5, 220. 26 55,199. 89 52, 589. 76 3,304.71 2, 519.05 5,823.76
55,199. 89 15,737.64 70, 937. 53 63, 068. 71 5,823.76 3,020.99 8,844.75
70,937. 53 14, 261. 37 267. 87 84, 931. 03 77,934.28 8,844.75 3,733.05 280. 00 267. 87 12, 589. 93
84, 931. 03 13, 669. 49 1,537.21 97, 063. 31 90, 997.17 12, 589. 93 4,358.76 190.75 1,537.21 15, 602. 23
97, 063.31 14,341. 51 931.48 110, 473.34 103, 768. 33 15, 602. 23 4, 970. 50 718.87 931.48 20, 360. 12
110, 473. 34 4, 364. 33 88.18 114, 749. 49 112, 611. 41 20, 360. 12 5,394. 09 119.70 88.18 25,785, 73
114, 749. 49 25,143. 27 117.68 140, 010. 39 127,379. 44 25,785.73 6, 101.48 200. 00 117.63 31, 804. 84
140, 010. 39 35, 006, 42 84.19 175, 101. 00 157, 555. 69 31,804.84 7,546.92 60.00 84.19 39,375.95
175,101. 60 49,451.73 | ... _. 224, 552.73 199, 826. 87 . 39,375.95 9,571 71§ oo 48,947. 66
224, 552.73 36, 039. 67 510. 28 260, 082. 12 242, 317. 42 48, 947. 66 11, 607. 00 457. 30 510. 28 60, 501. 83
260, 082. 12 6, 248, 64 313.34 266, 017. 42 263, 049. 77 60, 501. 88 12, 600. 08 275.00 313.34 73, 063. 62
266, 017. 42 11, 695. 76 277.07 277,436.11 271,726.77 73, 063. 62 13,015.71 308.75 277.07 86,111. 01
277,436.11 2, 230. 52 326.48 279,340.15 278,388.13 86,111, 01 13, 334.79 315.28 326. 48 99, 434. 66
279, 340. 15 3,698.23 27,188.79 255, 849. 59 267, 594. 87 99, 434. 60 12,817.79 22, 982. 42 27,188. 7 108, 046. 02
255, 849. 59 898.73 2,127.31 254, 621.01 255, 235. 3t 108, 046. 02 12,225.77 1,460. 83 2,127.31 119, 605. 31
254, 621. 01 5,714. 51 750. 80 259, 584. 72 257,102. 87 118, 605. 31 12,315.23 590. 17 750.80 131, 759. 91
259, 584. 72 731. 96 113.74 260, 202. 94 259, 893. 83 131, 759. 91 12,448.91 91.48 113.74 144, 186. 56
260, 202. 94 1, 534. 92 74. 24 261, 663. 62 260, 933. 28 144, 1886. 56 12,498.70 40. 52 74.24 156, 651. 54
Total ... 296, 425.02 34,761.40 261,663.62 | .. _____.f.e . ____. 163, 472.94 27, 940. 00 34,761.40 156, 651. 54

Italic figures denote decrease.
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Hore ConNsTRUCTION AND REFINING COMPANY

Summary of Gasoline and Butane Investment as of December 31, 1937, 1938, and 1939

Schedule No. B-6

Gasoline investment

Total

Butane : Total per
: investment | Other States
O%ifgiylvigﬂ Kennedy | Total West Investment | “,ncidered books
plants plant Virginia
() (b) (c) @ (e ()] @® )
Year 1939
Investment, per booKS. .. i aaaae $1, 566, 830.30 | $170,726.82 |$1,737,557.12 | $261, 663. 62 |$1, 999, 220. 74 $526, 594. 65 | $2, 525, 815. 39
Examiners’ adjustments_. _____________ . _____ 136,877. 96 88,149.84 48,788.18 | __ 48,788. 12 | el
Investment, as adjusted . ... .. 1, 429, 952. 34 258, 876. 66 | 1, 688, 829. 00 261,663.62 | 1,950,492.62 |______________f______________
Reserve for depreeiation, per books. . ___.___ e e e e e 1,874, 788. 10
Reserve for depreciation, computed. . _._ ... ... ________ 1,085, 281. 08 207,322.21 | 1,292, 603.29 156, 651. 54 | 1,449,254.83 | ____________ | _____________
Net investment, adjusted. . ... ... 344, 671. 26 51, 554. 45 396, 225. 71 105, 012. 08 501,237.79 |._________.___ 651, 027. 29
Yeor 1938
Investment, per books___..____ .. .. 1,573,466.99 [ ... _______ 1, 573, 466.99 260,202.94 | 1,833,669.93 |___.__ ___.__. 2,636,011. 24
Examiners’ adjustments_ .. 1417148 o 114, 17048 | . T AT 46 | e
Investment, asadjusted ... _________________________ 1,459,295.53 | ______.___ 1, 459, 295. 53 260,202.94 | 1,719,498.47 |______________|__.__________.
Reserve for depreciation, per books
Reserve for depreciation, computed. ______.__._______.________________ 1,031,358.04 | ..o _________ 1,031, 358. 04 144,186.56 | 1,175,544.60 | _____________{ __.__________
Net investment, adjusted .. __..__ .. ___________ 427,937.49 | _____________ 427,937.49 116, 016. 38 543,953.87 | ___________._ 756, 505. 89
Year 1937
Investment, per books. ... . 1, 587, 218. 02 1, 587, 218.02 259,584.72 1 1,846,802.74 |____.___.__.._ 2, 473, 907. 90
Examiners’ adjustments. - 114, 171. 46 |- PRV ¥4 O 2 D 114,171. 48 |__ R
Investment, as adjusted. - ... . ... 1, 473, 046. 56 1,473, 046. 56 259, 584,72 | 1,732,631.28 |______________|._____________
Reserve for depreciation, per books. ... e e e 1,819, 098.72
Reserve for depreciation, computed. ... ... __.... 973,057.98 | .. ______ 973, 057. 98 131,759.91 | 1,104,817.89 |. o oo fomeiae o
Net investment, adjusted .. ___.___ .. . _________________ 499,988, 58 |______________ 499, 988. 58 127,824 81 627,813.39 |____.__._____: 654, 809.18

Italic figures denote decresase.
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51 Docket G-113 Schedule No. B-6a
Hopre CONSTRUCTION AND REFINING COMPANY

Awverage Net Investment in West Virginia Gasoline and Butane Property

. . West Virginia
Details from adjusted balances gasoline Butane Total
(a) (b) (@ [G)]
Year 1937
Investment:
Balance Jan. 1____________ . a.. $1, 528, 570. 97 $254, 621. 01 $1, 783, 191, 98
Balance Dee. 31 .. 1, 473, 046. 56 259, 584. 72 1,732, 631. 28
Total . e 3,001, 617. 53 514, 205. 73 3, 515, 823. 26
Average._ . . eiiiain 1, 500, 808. 76 257,102. 87 1,757,911. 63
Reserve for depreciation:
Balance Jan. 1..__ 929, 136. 93 119, 605. 31 1,048, 742. 24
Balance Dec. 31.. 973, 057. 98 131, 759. 91 1,104, 817. 89
B ] ) U U 1,902, 194.91 251, 365, 22 2, 153, 560. 13
AVerage oo 951, 097. 45 125, 682. 61 1, 076, 780. 06
Net investment. .« .o oooooa e 549, 711. 31 131, 420. 26 681, 131. 57
Year 1938 1
Investment:
Balanee Jan. 1_ . oo 1, 473, 046. 56 259, 584. 72 1,732, 631. 28
Balance Dec. 31l 1, 469, 884. 03 260,202.94 | 1,730,086.97
TOtAl L oo aim s 2, 942, 930. 59 519, 787. 66 3, 462, 718. 25
AVOrage . o oee e 1,471, 465. 29 259, 893. 83 1,731, 359. 12
Reserve for depreciation:
Balance Jan. 1. e iaaaeen 973, 057. 98 131, 759. 91 1,104, 817.89
Balance Dec. 31 o eooo 1,031, 358. 04 144, 186. 56 1,175, 544. 60
Total . oo 2,004, 416. 02 275, 946. 47 2, 280, 362. 49
AVerage . - oo 1,002, 208. 01 137, 973. 23 1,140, 181. 24
Net investment . . oo oo 469, 257. 28 121, 920. 60 591, 177.88
Year 19391
Investment (including Kennedy plant):
Balance Jan. 1 .o 1, 726, 606. 62 260, 202. 94 1, 986, 809. 56
Balance Dec. 31 1, 699, 417. 50 261, 663. 62 1,961, 081. 12
Total e 3, 426, 024. 12 521, 866. 56 3,947, 890. 68
AVeIr8Ee . o cicme e cmmam e mammmmman 1, 713, 012. 06 260, 933. 28 1,973, 945. 34

See footnote at end of table.
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Average Net Investment in West Virginia Gasoline and Butane Property—

Continued :
Details from adjusted balances West Vl.rgmia Butane Total
gasoline
(a) ()] (e (d)
Pear 1989 1
Reserve for depreciation (including Kennedy):
Balance Jan. 1. . .. . ... o.iioi.._ $1, 227, 994. 00 $144, 186. 56 $1, 372, 180. 56
Balanee Dee. 31 ..o . _o_....__. 1, 292, 603. 29 156, 651. 54 1,449, 254,83
B0 7 Y S PP 2, 520, 597. 29 300,838.10 . 2,821,435.39
Average....... e memmmaa—nan 1,260, 298. 64 150, 419.05 1,410, 717. 69
Net investment.__..___ .. ... 452, 713. 42 110, 514.23 563, 227. 65

1 Includes $10,588.50 in gasoline investment for cost of sites carried on books in account No. 302-3—
Other Lands, Leases, and Easements.

[Pages 52 to 64 omitted.]



1 EXHIBIT NO. 127.— COMPARISON OF METHODS AND RESULTS OF COMMISSION STAFF’S RECOMMEN-
DATION AND COMPANY’S WITNESSES’ RECOMMENDATIONS FOR PROPER CREDIT ON ACCOUNT
OF GASOLINE AND BUTANE EXTRACTION, F. P. C. WITNESS BLEASE

Year
Reference Reference to 1940
1937 1938 1939 1940
Computed credit to Hope Natural Gas Company:
Average gasoline and butane plant investment_____________.______..__ Ex.63, p.51..__... $1, 757, 911. 63 |$1, 731, 359. 12 |$1, 973, 945. 34 181, 955, 758.13 | Ex. 78, p. 31.
Average reserve or depreciation_______________________ . _______.__|...__ do.. ... 1,076, 780.06 | 1,140, 181.24 | 1,410,717.69 | 1,473,029.02 Do.
Average net investment____ __________ . b [ [+ Y 681, 131. 57 501,177.88 563, 227. 65 482,729, 11 Do.
Less: Kennedy plant net investment, per stipulation__ . ._____________ Ex. 78, D.32 | e 55, 820. 54 46,532.13 | Ex. 78, p. 32.
Balance of net investment 681, 131. 57 591, 177.88 507,407.11 |  436,196.98
‘Working capital 80, 000. 00 80, 000. 00 80, 000. 00 80, 000.00 | Ex. 78, p. 31.
Total West Virginia gasoline and butane net investment__ ... _.__ | _._________ ... 761, 131. 57 671,177.88 587, 407. 11 516, 196. 98
Return at 6%, on above investment________________.______________ A\ ... 45, 667. 89 40, 270. 67 35,244.43 30, 971. 82
Gasoline and butane net earnings, adjusted _ ___.____________._.______. Ex. 63, p. 17..____. 413,673.89 200, 714. 00 324,183. 66 232,490.65 | Ex. 78, p. 27, 28.
Less: Kennedy plant net earnings, per stipulation__....__________.___ EX. 78, D.32 o] o 51,126, 82 13,834.22 | Ex. 78, p. 32.
Balance of West Virginia gasoline and butane earnings______._________f ____ . ____________ 413, 673. 89 200, 714. 00 273, 056. 84 218, 656. 43 ’
Excess of above earnings over 6% of net investment, recommended as |...________________. 368, 006. 00 160, 443. 33 237, 812. 41 187, 684. 61
proper credit to Hope Natural Gas Company, by Commission staff.
Additional adjustments recommended on Hope Natural Gas Company
books of account:
Reversal of Y royalty .. Ex.63,p.19.__..__{ 105,635.83 75,583. 88 86,764.27 80,591.66 | Stipulation.
Reversal of vent gas charge (excess of vent gas over recorded amounts |___._ doo oo 138, 144. 22 127,771.12 117, 640. 58 119,592.32 | Ex. 78, p. 29.
on books).
Additional net adjustment over amount recorded on books._ .| 32, 508. 39 52,187.24 30, 876.31 39, 000. 66
Total adjustments (increase of credit to Hope Natural Gas Company |____________________ 400,514.39 | 212, 630.57 268,688.72 | 226, 685.27

over recorded credits).
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EXHIBIT NO. 127.— COMPARISON OF METHODS AND RESULTS OF COMMISSION STAFF'S RECOMMENDATION
AND COMPANY'S WITNESSES' RECOMMENDATIONS FOR PROPER CREDIT ON ACCOUNT OF GASOLINE
AND BUTANE EXTRACTION, F. P, C. WITNESS BLEASE— Continued

Year
Reference Reference to 1940
1637 1938 1939 1940
Recorded credits on Hope Natural Gas Company’s books: Ex. 63 33
Difference between vent gas charge and fuel expense_ _____._.._._.._._ {Ex' 63’ g 6. } $4, 286. 10 $2, 196. 60 $4, 403. 67 $6,000.30 | Ex. 78, p. 41.
Royalty received, Y8 ofnetsales _____ .. . ______________________ Ex. 63, p.19.______ 105, 635. 83 75, 583. 88 86, 764. 27 80, 591.66 | Stipulation.
Total recorded eredit .- ... _________________ _ ___________________ 109, 921. 93 77, 780.48 91, 167. 94 86, 591. 96
Total credit yecommended by commission examiners (sum o adjust- |- ._._.______________ 510, 436. 32 294, 411. 05 359, 856. 66 313,277.23
ments plus booked credits).
Company witness, George I. Rhodes’ adjustment to 4 of net sales of | Ex. 37, p. 21, 28, 37. 105, 635. 83 75, 583.88 86, 764. 27 80, 591. 66 { Computed here,
gasoline and butane as proper royalty. not shown in
Ex. 37 or 1940.
Recorded credits (asabove) ... 109, 921. 93 77,780.48 91,167. 94 886, 591. 96
Total credit recommended by Rhodes_. . ... .. feoee . 215, 557. 76 153, 364. 36 177,932.21 167, 183. 62
Difference (commission staff over Rhodes) 204, 878. 56 137, 046. 69 181, 924. 45 146, 093. 61
Vent gas returned not adjusted by Rhodes 138, 144. 22 127,771.12 117, 640. 58 119, 592. 32
Net difference (commission staff over Rhodes) . __________________________ . .. 156, 734. 34 9, 275. 57 64, 283. 87 26, 501. 29

Italic figures denote decrease.
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4 EXHIBIT NO. 82.—RATE OF RETURN, VOLUME I, F. P. C.
WITNESS KNAPP!

WRITTEN STATEMENT
Introduction.

I have been instructed to prepare an exhibit setting forth the
more important facts relative to general economic and financial
conditions which should be considered in arriving at a fair and
reasonable rate of return for Hope Natural Gas Company.
Definition of “Rate of Return.”

The “return” received by a public utility consists of the amount
of revenue remaining after deduction of necessary and reasonable
operating expenses, rents, taxes, and depreciation and amortiza-
tion accruals, but before provision for interest, dividends, or
additions to corporate surplus. This “return” is ordinarily con-
ceived of as the product of a “rate base” times a given “rate of
return.,” Conversely, the “rate of return” may be defined as that
percentage rate which, when applied to the rate base, will yield
the total, over-all return for the particular utility.

Statement of Principles.

It is generally conceded that the basic principles to be con-
sidered in determining the reasonableness of a particular rate of
return were stated by the Supreme Court in the general rule laid
down in the Bluefield decision as follows:

“What annual rate will constitute just compensation depends
upon many circumstances and must be determined by the exercise

of a fair and enlightened judgment, having regard to all
5 relevant facts. A public utility is entitled to such rates as

will permit it to earn a return on the value of the property
which it employs for the convenience of the public equal to that

generally being made at the same time and in the same general
part of the country on investments in other business under-
takings which are attended by corresponding risks and uncer-
tainties; but it has no right to profits such as are realized or

'Pages 1 to 3 and Appendix pages 1 to 51 omitted.
(397)
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anticipated in highly profitable enterprises or speculative ventures.
The return should be reasonably sufficient to assure confidence in
the financial soundness of the utility and should be adequate,
under efficient and economical management, to maintain and
support its credit and enable it to raise the money necessary for
the proper discharge of its public duties. A rate of return may
be reasonable at one time and become too high or too low by
changes affecting opportunities for investment, the money market
and business conditions generally.

Another fundamental principle was stated by the Supreme
Court in United Railways ». West in the following words: “What
will constitute a fair return in a given case is not capable of exact
mathematical demonstration.”

Although other factors doubtless have been considered by vari-
ous courts and commissions, the underlying principles to be
considered in connection with the problem of rate of return are
probably nearly all covered in the above citations from holdings of
the Supreme Court.

Method of Presentation of Data.

Based on consideration of the underlying principles set forth

above, I have made certain studies and have prepared this written

statement, which constitutes Volume I of this exhibit, and

6 have prepared or directed and supervised the preparation

of certain charts and schedules which have been assembled

in two bound volumes constituting Volumes IT and III of this
exhibit,

Volume II of this exhibit contains data on general interest
rates and yields, utility interest rates and yields, and recent
financing, general economic conditions, comparative stability
of earnings of public utilities and other forms of enterprise,
local conditions in the general area of ultimate consumption of
natural gas supplied through the facilities of the company in-
volved in the present proceedings, and data reflecting the present
gituation with respect to idle investment funds and the factors
contributing thereto. Volume III of this exhibit contains general
statistics pertaining to the natural gas industry and, in addi-
tion, presents facts concerning the ownership, issuance, prices and
yields of securities of natural gas companies.

As above indicated, the data in Volumes IT and III of this
exhibit are presented through the médium of charts and sched-
ules. In order to facilitate the reading of the charts, the charts
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are accompanied by schedules which contain the data on which

the charts are based. For example, where a schedule number

appears on the same ling as a chart number in the Table of Con-

tents, the schedule and chart should be read in conjunction with

one another. In certain instances a schedule number appears

without a related chart number, in which case the schedule should
be read alone.

7 STATEMENT ON VOLUME II OF EXHIBIT

From the Table of Contents of Volume II of this exhibit,
it will be seen that the charts and schedules contained therein
are arranged in several groups or sections. These sections, in the
order of their appearance, are as follows:

1. General Interest Rates and Yields; which relates to yields
on investments in bonds of domestic corporations and Treasury
bonds, and interest rates on 4-6 months commercial paper and
60-90 day time loans.

2. Utility Interest Rates and Yields and Recent Financing;
pertaining to interest rates and yields on utility securities and
containing information on recent financing by public utilities in
general and, in addition, data compiled separately covering new
financing by electric utilities during the period from 1935 through
February 1941.

3. Economic Conditions; which gives a general picture of
economic conditions both currently and for the period since 1920
as indicated by indexes of wholesale commodity prices, general
business activity and, for the period since 1929, data on national
income.

4. Comparative Risk; this section giving an indication of the
relative risks of public utilities as compared with other forms
of enterprise.

5. Local Conditions; containing data on rediscount rates of
the various Federal Reserve Banks, and averages of rates charged
customers by banks in principal cities of the country. This sec-
tion also contains data comparing economic conditions throughout
the Nation in recent years with those in the States of Ohio, Penn-
¢ylvania, and West Virginia, and contiguous territory.

6. Idle Money Factors; which relates to the present situation
respecting the volume of idle investment funds and the factors
contributing to the growth of such funds in recent years.

- 484807—-42——26
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General Interest Rates and Yields.

Moody’s Investors Service publishes a considerable amount of
financial data and its publications are accepted and relied upon
generally for purposes such as are now being considered.
8 Chart 1 shows Moody’s composite bond yield average based
on 120 domestic corporation bonds which carry the four
highest bond ratings assigned by Moody’s publication. The
chart also shows the average yield for the 30 bonds included in
each of the four rating groups, namely; Aaa, Aa, A, and Baa.
There are not always 120 bonds in Moody’s compliation for rea-
sons which will be explained below.

Chart 1.—Chart 1 reflects the range of bond yield averages
since 1920. The composite average yield for all bonds included
in the data had reached by the end of the 1936 the lowest level
recorded since 1920, namely, 3.67%. After rising during 1937
and the early part of 1988 to 4.50% in April 1938, a decline took
place which by August 1939 had carried the composite average
down to the 1936 low point. The month of September 1939 wit-
nessed a sharp rise resulting from the outbreak of war in
Europe. The composite average moved from 3.67% to 8.95%
in that month. Between September 1939 and the year-end, the
average declined to the August level. Except for the rise which
occurred in May 1940 following the invasion of the Low Coun-
tries, the year 1940 witnessed a continuous decline in the com-
posite average, the yield reaching a record low point of 3.36% at
the year-end. In February 1941 the yield rose slightly to 3.40%
and stood at 3.39% in March and was 3.40% on April 18, 1941,
the latter two figures not being shown on the chart.

Since Chart 1 shows the individual rating group averages from
which the composite average is derived, it can be seen that by
December 1940 the average yields for bonds of Aaa, Aa, and A
rating, after advancing about 0.10% in May and June, had also

declined to record low levels, these being considerably
9 lower than the levels established in 1936. For example the

low points in 1936 as compared with the yields shown for
December 1940, are as follows: Aaa bonds, 1936, 3.10%, December
1940, 2.71% ; Aa bonds, 1936, 3.28%, December 1940, 2.92% ; A
bonds, 1936, 8.78%, December 1940, 3.36%. The first two months
of 1941 witnessed moderate rises in yields on Aaa and Aa bonds,
continuing into March and April, the yield on April 18, 1941 being
2.83% on Aaa bonds and 3.03% on Aa bonds, with little change
occurring in yield on A bonds.
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The risk factor associated with bonds of Baa rating is reflected
by the more pronounced rise in the average yield on such bonds
commencing in the latter part of 1937 and culminating in the
early part of 1938 than was the case with respect to bonds of
higher rating. The 1936 low point for Baa bonds was 4.52%,
the yield subsequently rising to 5.16% in September 1937 and to
6.47% in April 1938. The yield declined rapidly during the
remainder of 1938 to 5.27% in December 1938. During 1939 the
average yield on Baa bonds declined still further but in Decem-
ber 1939, at 4.92%, was still 0.40% above the 1936 low point, in
contrast with the experience of bonds of higher grade. The aver-
age yield on Baa bonds continued to decline during the first four
months of 1940, but in May increased sharply by 0.20% and in
June advanced 0.17%, resulting in a rise of 0.37% over the April
average. This rise compares with that of about 0.10% in the
average yield for the higher grade bonds in the same two-months
period. From June to December 1940 the Baa average yield re-
flected a much more substantial decline than was recorded for
higher grade bonds with the result that the December average of
4.45% was 0.07% below the 1936 low point, a decline of 0.47%

from the average for December 1939. In January 1941 the
10 Baa average declined still further to 4.38% and, following

a slight increase in February, stood at 4.31% on April 4
and 4.35% on April 18, 1941. The latter figure is 0.10% lower
than that for December 1940 in contrast with the moderate in-
crease in 1941 above noted with respect to yields on Aaa and Aa
bonds.

Inspection of Chart 1 will reveal the virtual collapse of the
bond market which occurred in 1981 and the continuation of an
extreme degree of weakness thereafter for the greater part of
three years. In this period bonds most severely affected were
those regarded as subject to greater investor risk. It will be
observed, for example, that while the yields for Baa and A bonds
reached 11.63% and 8.5%, respectively, in this period, the highest
yield recorded for Aa bonds was 6.60% and for Aaa bonds was
only 5.41%.

The data upon which Chart 1 is based appear in Schedule 1
which will be found immediately following the chart. Page 1
of Schedule 1 contains the composite monthly and annual average
yields for each year commencing with the year 1920 on 120 do-
mestic corporation bonds, including bonds of the four highest
Moody bond rating groups, namely: Aaa, Aa, A, and Baa. Simi-
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larly, Page 2 contains the average yield on bonds of Aaa rating,
Page 3 on bonds of Aa rating, Page 4 on bonds of A rating and
Page 5 on bonds of Baa rating. Each rating group includes, so
far as they are available for inclusion, 80 domestic corporation
bonds. A footnote on Page 5 indicates the source from which
the data were taken. The lines on the chart can be readily asso-
_ciated with the data contained in the schedule. For ex-
ample, Page 3 of Schedule 1 shows that the yield on
1 30 domestic corporation bonds of Aa rating was 3.00% in
February 1941, as reflected on Chart 1.

Page 6 of Schedule 1 describes the methematical basis of the
yield computations. Monthly yield averages are unweighted
arithmetic averages of daily yields computed on the basis of clos-
ing prices and calculated to maturity dates. For each rating
group the average is based on the bonds included in that group
and the composite average is the average of the four rating group
averages. Commencing on Page 6 and continuing on Page 7 of
Schedule 1 will be found the key to Moody’s bond ratings. For ex-
ample, bonds of Aaa rating are those judged as representing bonds
of the best quality, generally referred to as “gilt edge” because
they carry the smallest degree of investment risk. Such bonds
are characterized by security of principal, and interest payments
thereon are protected by large or exceptionally stable margins,
changes in which are most unlikely to impair the fundamentally
strong position of such issues. Bonds of Aa rating rank high but
lack one characteristic or another of the highest type of bond in-
vestment. Together with the Aaa group they comprise what are
generally known as high-grade bonds. Bonds carrying the A
rating possess many favorable investment attributes and are to
be considered as higher medium grade obligations. Baa bonds
are those considered as lower medium grade obligations, i. e., they
are neither highly protected nor poorly secured; such bonds,
besides lacking outstanding investment characteristics, in fact
exhibit speculative characteristics as well.

Pages 8 to 11, inclusive, of Schedule 1 contain lists of the

bonds currently used in Moody’s bond yield averages ac-
12 cording to rating groups. Aaa bonds, grouped according

to classification as Industrials, Railroads, and Public Utili-
ties, are listed on Page 8, Aa bonds are similarly listed on Page 9,
A bonds on Page 10 and Baa bonds on Page 11. It will be noted
that the lists of Industrial Aaa, Aa and A bonds contain fewer
than ten bonds, there being only four bonds in the Aaa group,
three in the Aa group, and nine in the A group. Similarly, there
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are only five Railroad bonds in the Aaa group and eight in the
Aa group. Moody’s explanation, as given on Page 6 of Schedule
1, is that it has not been possible since 1933 to find a sufficient
number of representative bonds for these rating groups. How-
ever, as previously indicated, the averages for these groups are
given equal weighting in combining them with other group
averages.

Chart 2—The purpose of the next two charts is to show that the
trend of bond yields is not an isolated phenomenon but is part of
the movement of interest rates in general, as indicated by the
broadly similar patterns observed in the trend of interest rates on
4-6 months commercial paper and on 60-90 day time loans, as
well as in the yields on U. S. Treasury bonds. In other words,
the purpose of these two charts is merely to furnish added data
regarding the movement of interest rates as such, and not to
offer short-term money rates or yields on Treasury Bonds as a
measure of a proper rate of return, '

Chart 2 shows interest rates on 4-6 months commercial paper
and 60-90 day time loans and is based on averages computed by
Standard Statistics Company from data appearing in the Com-
mercial and Financial Chronicle, The 4-6 months paper is issued
by such seasonal borrowers as Armour’s and Swift’s and is sold

to banks through dealers. The 60-90 day time loans
13 represent bank loans to New York Stock Exchange brokers

and are secured by mixed collateral. Although the 4-6
months paper, contrary to expectation, currently carries a lower
rate than the shorter-term time loans, there are two factors which
may be assumed to effect a higher rate for 60-90 day loans than
for 4-6 months paper. These are, first, that the rate for 60-90
day loans is assumed to be more or less fixed by agreement- be-
tween banks and, second, that a service charge element is pre-
sumed to exist by reason of the allowance of substitutions of col-
lateral in connection with brokers’ loans. -

Current interest rates on both types of loans are extremely low
as compared with the levels existing during the period 1920 to
1929. For example, by reference to Schedule 2 it may be seen
that the rate on 60-90 day time loans varied from 8.72% in 1920
to as low as 2.52% in 1924 and rose to 8.94% in 1929. The average
for that ten-year period was 5.40%, as compared with 1.43% for
the eleven years following 1929. The rate on 60-90 day time loans
now stands at 1.25%, but for a brief period was 0.50% in 1932
and 0.25% in 1935.



404

On 4-6 months commercial paper, the average rate for the ten-
year period 1920-1929 was 5.01%, while since 1929 the rate has
averaged 1.54%. The rate on this type of paper remained un-
changed at 0.75% from November 1938 through January 1940, but
in March 1940 declined to 0.63%. Since the latter date the rate
has remained unchanged.

Chart 3—Chart 3 shows the yield on U. S. Treasury Bonds due
or callable after twelve years, as computed by the U. S. Treasury

Department for the period since 1920. This chart portrays
14 a somewhat similar situation as that shown on Charts 1 and

2, the trend being generally downward in recent years.
The low point for the period 1920-1937 was reached in February
1937 with a yield of 2.46%, as indicated in Schedule 8. Increas-
ing by April 1937 to 2.80%, the yield subsequently declined, reach-
ing a new low of 2.18% in June 1939. In September 1939, as in
the case of domestic corporation bonds, the yield on U. S. Treas-
ury Bonds rose to the highest level of the year, 2.65%, but sub-
sequently declined and for the month of December 1939 was 2.835%.
The decline continued in 1940 and in March and April the yield
average 2.25%. An increase of 0.13% occurred in May 1940, in
line with the increase previously noted for corporate bonds in
the Aaa, Aa,and A groups, but subsequently this increase was more
than cancelled, a decline of 0.50% taking place between June 1940
and the year-end when the yield stood at 1.89%, the lowest figure
on record. An abrupt rise in yield occurred in January 1941, the
last month shown on the chart. This rise continued, resulting in
an average of 2.10% for the following month. However, in
March the yield declined to 2.01% and for the week ended April
26, 1941, at 1.91%, was very close to the record low point of 1.89%.

Undoubtedly the lower yield reflected for Treasury bonds in
comparison with Moody’s average yield on corporation bonds of
Aaa rating may be attributed to the low risk associated with these
securities and to the fact that income derived therefrom is in part
exempt from taxation,

From the data presented in this section, it is apparent that bond
yields and interest rates, generally, have reached the lowest levels
witnessed in many years; in fact, they probably have not been

lower at any time in the history of the country.
15 Utility Interest Rates and Yields and Recent Financing.
This section deals with the cost of money as indicated
by bond yields, preferred stock yields, and common stock earnings-
price ratios, with particular reference to public utilities.
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Chart 4—Chart 4 shows Moody’s bond yield averages com-
mencing with the year 1934, based on 40 public utility bonds ac-
cording to Moody’s bond ratings. Comparison of Chart 4 with
Chart 1 reveals that yields on public utility bonds have followed
the same generally downward trend in recent years reflected
by yields on 120 domestic corporation bonds (Industrials, Rail-
roads, and Public Utilities). It will also be observed that public
utility bond yields were at the lowest levels on record at the close
of 1940.

It is of interest to note from inspection of the annual averages
shown on Pages 1 and 2 of Schedule 4, which immediately follows
Chart 4, that the average yield on public utility bonds in each
rating group declined substantially between 1984 and 1940, the
comparative yields and declines being as follows:

Rating 1934 average | 1940 average sggghx%&
Percent Percent Percent
Aaa . i 3.92 2.77 1.15
AG e 4.66 2.92 - 174
A e e 5. 55 3.24 2,31
Bag. e 7.49 4.05 3.44

Relatively, these declines range from 29.83% for Aaa bonds to
45.9% for Baa bonds, indicating that investors in public utility
bonds have more recently been willing to accept a relatively lower
rate of compensation than in 1934 in proportion to the degree of

risk assumed.
16 Another method of measuring the willingness of in-
vestors in public utility bonds to accept relatively less com-
pensation in proportion to the degree of risk assumed is to com-
pare the ratio of the yield on Baa bonds to that on Aaa bonds.
Such ratios computed for the years 1934 to 1940, inclusive, and
for the month of February 1941 are as follows:

Ratio of Baa

Period Baa yield Aaa yield to Aaa

yield

Percent Percent Percent
Year 1934 . e 7.49 3.92 1.91
Year 1085 - e memccm—m e 5. 66 3.52 1.58
Year 1936 . oo 4.67 3.21 1.45
Year 1937 . o 5.09 3.21 1.59
Year 1988 . . oo 5.26 3.03 1.74
Year 1930 e 4. 50 2.88 1.56
Year 1940 oo 4.05 2.77 1.46
Feb, 1041 e mmama 290 2.76 1.41
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From the foregoing, it appears that in 1934 the yield demanded
by investors on Baa bonds was 1.91 times that required on Aaa
bonds. The ratio declined to 1.45 in 1936, increased to 1.74 in
1988, and dropped back to 1.56 in 1939. In 1940 the ratio stood
at 1.46 and in February 1941 was 1.41, or somewhat below the
previous low level for the period established in 1936.

The 1941 curves on Chart 4 reflect increases in yields on all
classes of public utility bonds in January and February, such
increases being particularly noticeable with respect to bonds in
the two lower rating groups, namely, A and Baa. However,
figures for March and April 1941, not shown on the chart, indicate
that such increases have not continued, the yields on April 4, 10,
and 18, 1941, compared with those for the month of February,
being as follows:

17 Rating Month of | Apr.4, 1941 | Apr. 10, 1941 | Apr. 18, 1941
Percent Percent Percent Percent
ABB e 2.76 2.75 2.76 2.75
Adeoeo.. e 2.88 2.90 2,91 2.89
e 3.20 3.15 8.15 3.13
BB oo 3.90 3.86 3.88 3.86

Chart 5—Chart 5 shows Moody’s bond yield averages for the
period since 1920 based on 120 domestic corporation bonds rep-
resentative of three industry groups, namely: Railroads, Public
Utilities, and Industrials. The general trends reflected in this
chart are similar to those described in connection with the previ-
ous charts. Starting from the low point for all groups reached
in 1936, the average yields increased until midyear of 1938. The
rise in yield for railroad bonds in this period was much more
abrupt than in the case of public utilities and industrials and
carried the yield on railroad bonds to 5.75%, public utility yields
increasing only to 4.11% and industrials to 8.55%. From these
points the trend toward lower yields has continued with minor
interruptions for all groups, but only in the case of public utilities
and industrials have the yields established new low levels. For
example, the August 1939 figures were 3.40% (1936—3.69%) for
public utilities and 3.21% (1936—3.837%) for industrials. Rail-
road yields in August averaged 4.41%, which was still consider-
ably higher than the 3.95% yield recorded for January 1937,
reflecting the greater degree of risk attaching to railroad securi-
ties from the viewpoint of investors. The rise in yields which oc-
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curred in September 1939 had been cancelled before the year-end,
and subsequently through April 1940 all yields registered fur-
ther declines, public utility and industrial bond yields falling to

the then lowest levels on record, while railroad bond yields
18  still remained 0.38% above the January 1937 low point.

In May and June, following the invasion of the Low Coun-
tries, an abrupt rise in yields of all bonds occurred, but this rise
was subsequently cancelled, railroad bond yields declining
through January 1941 to 3.96%, or within a fraction of the
lowest level recorded since 1920, while public utility and indus-
trial bond yields had receded to all-time lows at the close of
1940. The December 1940 averages, as shown in Schedule 5,
Pages 1, 2, and 3, were as follows: Industrials 2.93% ; Public
Utilities 8.13%; and Railroads 4.03% (January 1941, 3.96%).
The most recent yields available at the present writing, those of
April 18, 1941, show moderate changes compared with year-end
averages, as follows: Industrials 8.06% ; Public Utilities 8.16%
and Railroads 8.97%.

By inspection of the annual averages shown on Page 2 of
Schedule 5, it will be seen that the average yield on 40 public
utility bonds declined from 6.30% in 1932 to 443% in 1935, and
leveled off at approximately 3.90% during the years 1936, 1937,
and 1938. In 1939 the average was lower, at 3.489%, than for any
year since 1920, while the average for 1940, 3.25%, was well below
that for 1939.

Chart 5 indicates that since 1933 the experience of the indus-
trial group has been somewhat more favorable than that of the
public utility group, but this is probably due in part to the limited
number of industrial bond issues available for inclusion in the
two highest Moody bond rating groups. '

Chart 6—~Chart 6 shows annually, for the period since 1921,

Moody’s weighted averages of yields on newly issued do-
19  mestic bonds of industrials, railroads, and utilities. The

averages shown are based on yields on newly issued bonds,
calculated to maturity and weighted by the amounts of all new
issues floated in any given classification or period. The classi-
fication “utility bonds,” which includes bonds of light, power, and
gas utilities, consists wholly of operating companies. The yields
indicated in Chart 6 are not, of course, representative of bonds
of the same companies or issues at any one date or during any
given period.
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The chart shows a generally downward trend since 1921 for all
classes of companies in yields on newly issued bonds. The trend
was interrupted in 1929 and 1932, but commencing in 1933 and
continuing until about 1936 the downward trend was greatly ac-
celerated. In 1937 and 1938 the yields leveled off somewhat, but
in 1939 a substantial decline occurred, particularly in yields on
new railroad and industrial bond issues. The 1939 decline in
yield on newly issued light, power, and gas utility bonds was frac-
tional, but nevertheless brought that yield also to the lowest point
reached throughout the entire period since 1921. There has been
superimposed on Chart 6 from Schedule 10 the average yield on
newly issued bonds of electric operating utilities beginning with
the year 1935, which shows a somewhat more favorable market
for bonds of electric operating utilities than those of light, power,
and gas utilities combined.

The chart indicates that from 1921 through 1932 the market
for new utility bonds appears to have been somewhat less favor-
able than for railroad bonds. In 1933, however, this position was
reversed and except in the years 1937 and 1938, utility bonds were

marketed from 1933 through 1939 on more favorable terms
20 than railroad bonds. It also appears that from 1921

through 1938 the market for new utility bond issues was
consistently more favorable than for industrial issues. A reversal
of this situation occurred in 1939 when the average yield on new
utility bond issues was 3.45%, as compared with 3.09% on new
industrial issues. In this connection, however, attention is di-
rected to Page 1 of Schedule 10 where it is indicated that in 1939
a substantially larger proportion of electric operating utility bond
issues consisted of lower medium grade bonds of Baa rating than
was the case in prior years, which would appear to account, at
least in part, for the failure of the yield on new utility bond issues
to follow the yield on industrial issues in that year.

The rapid decline in the yield on newly issued domestic bonds,
particularly noticeable since 1934, suggested that the decline could
be attributed not only to the course of the bond market itself
but also to the quality of the offerings. This assumption is con-
firmed by comparison of the average yield for newly issued utility
bonds with the average yield on utility bonds then outstanding
of the three highest Moody bond rating groups, ie., Aaa, Aa,
and A. The line superimposed on Chart. 6, showing the average
annual yield from 1934 to 1939 on 380 utility bonds carrying
these Moody ratings, very closely conforms to that showing the
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yield on newly issued utility bonds, except in 1939 for the reason
above noted, and indicates that a very large proportion of the
utility bonds offered during that period consisted of higher
grade bonds.

Before proceeding to a discussion of Schedule 7 and subsequent,
schedules which contain certain data with respect to yields on

securities of electric operating utilities, it would be desir-
21 able to point out that such data are not intended to serve as
criteria of market conditions directly affecting the securi-

ties of natural gas companies; nevertheless, because of the promi-
nent position of both the natural gas and electric utility industries
as important components of the nation’s public utility industry
and because both industries have exhibited a marked rapidity of
growth in recent years, it is believed that the presentation of data
with respect to yields on securities of electric operating utilities
will afford a perspective which will be of assistance in connection
with a study of yields on securities of natural gas companies.

The following data with respect to the natural gas and electric
utility industries, derived respectively, from “Annual Statistics
of the Natural Gas Industry in 1939, Statistical Bulletin No. 41,
October, 1940,” issued by the American Gas Association, and
“The Eectric Light and Power Industry in the United States,
Year 1939, Publication No. H 2, March 1940,” issued by the
Edison Electric Institute, clearly demonstrate the magnitude
of the growth experienced by both industries since 1929:

NATURAL GAS INDUSTRY

Increase since 1929
Particulars Year 1939 Year 1929
Amount Percent
Number of customers 7, 454, 000 5, 896, 000 1, 558, 000 26.4
M, C. F.sales .. - 1, 328, 243 991, 036 337,207 34.0
Revenues .. ... .. _......... $448, 859 $376, 250 $72, 609 19.3
ELECTRIC UTILITY INDUSTRY
Number of customers_ .. __.___..__._. 29, 104, 185 24,150, 183 4, 954, 002 20.5
Kwh.sales! ... _________ 106, 086, 983 75, 204, 467 30, 792, 516 40.9
Revenues !. ... ... $2, 203, 644 $1, 038, 520 $355, 124 18.3
! Thousands (000) omitted.
22 It may also be noted that the two industries exhibit a

certain similarity in the proportion of revenues derived
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from domestic and commercial customers on the one hand and
from industrial customers on the other, as indicated in the fol-
lowing comparison of revenues from sales to customers in 1939
by customer groups:

NATURAL GAS INDUSTRY

Particulars Domestic | Commercial | Industrial Total
Revenues !___ .. ..o 2 $255, 805 $50, 362 3 $142, 692 $448, 859 .
Percent of total . ____.._ .. ... .. .. 57.0% 11.2% 31.89%, 100. 0%

ELECTRIC UTILITY INDUSTRY

Revenues 1. .. _______ ... 4 $88Y, 584 b $647, 671 ¢ $756, 389 $2, 203, 644
Percent of total .. ____.__. ... 38.8% 28.2% 33.0% 100.0%

1 Thousands (000) omitted.

? Includes house heating.

3 Includes gas sold to electric utilities but excludes gas sold in the field and to carbon black manu-
facturers.

4 Includes farm customers.

6 Small light and power.

¢ Large light and power and all other.

The above summary discloses that approximately one-third
of all operating revenues of both the natural gas and electric
utility industries is derived from industrial customers, the remain-
ing two-thirds representing revenues from domestic and commer-
cial customers. In the latter category, however, it will be noted
that 57% of natural gas revenues are derived from domestic
(including house heating) customers, as compared with 38.8% in
the case of electric revenues, the proportion of revenues from
commercial customers being 11.2% for the natural gas industry
and 28.2% for the electric utility industry.

Schedule 7.~This schedule reflects annual yields on a group of

electric operating utility preferred stocks during the pe-
23 riod of twelve years from 1920 to 1940, inclusive, based on

averages of yearly high and low market quotations.
The 16 issues included in this exhibit comprise all electric operat-
ing utility preferred stocks shown in Schedule 19 of a Federal
Communications Commission publication issued June 15, 1938,
for which preferred dividends and prior requirements were earned
in excess of 1.50 times in 1938, and for which market quotations
for each year in the period 1929-1940 were available. The title
of the publication referred to is “The Problem of the ‘Rate of
Return’ in Public Utility Regulation”.
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Schedule 7 reflects an upward trend through 1933 in yields de-
manded by investors on preferred stocks, and a downward trend
in the years 1934, 1935 and 1936. After 19386 investors’ demands
fluctuated within a narrow range at approximately the 1936 level.
Expressed in termms of an index based on the 1929 average of the
yields on the 16 preferred stocks as equal to 100%, the average
yield advanced to 106 in 1931, to 117 in 1932, and to 140 in 1933.
The average declined to 125 in 1934 and to 103 in 1935. The
average in 1936 was about 15 points lower at 88 and, with minor
fluctuations in the years 1987, 1938 and 1939, stood at 85.5 in 1940.

Expressed in terms of percent yield, the unweighted arithmetic
average yield on the 16 preferred stocks increased from 5.74% to
8.04% between 1929 and 1933, declined to 5.10% between 1933 and
1936, and was 5.19% for 1937, 5.27% for 1938, 4.96% for 1939 and
4919 for 1940,

Schedule 7-A.—This schedule reflects yields on electric oper-
ating utility preferred stocks and number of times preferred divi-

dends and prior requirements are earned based on averages
24  of high and low market quotations for the first two months

of 1941, with earnings coverage based on income for the
latest twelve months for which reported. Schedule 7-A contains
a list of 21 preferred stocks and, as indicated in the footnote, in-
cludes all presently outstanding electric operating utility pre-
ferred stocks shown in Schedule 19 of the previously mentioned
publication of the Federal Communications Commission, for which
preferred dividends and prior requirements were earned in excess
of 1.50 times in 1938,

Examination of this schedule will show that of the 21 preferred
stocks listed, three issues were selling to yield from 8.81% to 4.00%
to investors, two issues to yield between 4.00% and 4.25%, six
issues to yield between 4.25% and 4.50%, three issues to yield from
4.50% to 5.00%, four issues to yield between 5.00% and 5.50%, and
three issues to yield 5.66%, 6.05% and 6.07%, respectively. In no
instance did any issue sell on a basis to yield in excess of 6.07%.
Eleven of the twenty-one issues reflected yields of 4.50% or lower
on the basis indicated. With respect to nine of these eleven issues,
preferred dividends and prior requirements were earned 2.20 times
or more, and with respect to six of the ten issues yielding in excess
of 4.50% such requirements were earned less than two times,

The unweighted arithmetic average of yields on the 21 pre-
ferred stock issues shown in Schedule 7-A is 4.72%, as compared
with the 1940 average of 4.91% for the 16 issues shown in Schedule



