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A REPORT ON THE

The Mined Gas Compary's fraschise has expired, The Comparny
has submitted & pev preliminary franchise to the City Mansger's Office
for reviev befcore sulmiiting it to the City Comisaion.

The Company serves approximately coe-fourth of the ares lylng
within the corporate limits of Missd, It has made no real effort to
expand the aresa it ssrvea.

The Mlaxd Ges Company is owned by the Florida Fower and Light
Company. If the Miaml Gas Company expanded ite ares of sperviee it would

only compete against iteelf.
Would 1t be of value to the inhabitants of Miaml to expand the

area of gas serviecel! Thie ls one of the questions the Department of Engl-
neoring has been asked to answver,

The custamers of the Miamd Cas Company evidently prefer to use
gas rather than electriclty.

The customers of the People's Water and Gas Compamy pey more per
unit of heat for gas than those of the Mlami Gas Compamy. They too, evident-
lrprnhrt-uunmrﬂhurtquﬂ-ﬂﬂuity.

There are many users of bottled gas in the metropaliten Miami
ares, They pay still more per unit of heat far gas. They alno evidently
prefer to use gas rather than electricity.

Therefore, Lt peems obvicus that there are potential users of
gas in areas not nov served by elther the Mlamd Gas Company or tha People's
Water and Gas Companmy. Thus, it would appear that now users aould be
found provided the cost per unit of heat is not greater than that now paid
by customers of the Miaml Gas Compamyj; they can probably be found if the

cost does not exceed the cost per umit of heat for bottled gas.
==
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The Florida Fower and Light Company recently completed megotiations
for the sale of ita gea and liguid petroleum properties at Pelatka, Florida.

There 1s every indication that ite chief interest is in producing and selling

eleotricity, and not gas.

It is recommended that the City of Mianl morsus the following coursei

1.

2.

he

Study completsly all the aspesta of the newly proposed 3I0-syear

gaa franchise.

Open negotiations with the Company to encoursge the expansion of
the srea sarved.

If such pogotistions fall, then encourege the purchase of the faoil-
itles of the Company by now ownera whose prissry interest will be
gas rather than electrieity. BSuch cwners, by means of an aggres-
sive promotional campaign, should be abls to inoreass the use of

gaa and to sorve nov customers.

If that fails, then open megotiations with the Peopls's Water and
Gasp Company to encourage it to expand its services into at lesaat
parta of Miami.

If all of the above alternatives fall, it will probably be for one or

more of the following reasonst

1.

2a

The physical expansion of gas distribution facilities, &t today's
coeta, into areas already improved with pavements, courb and sdde-
wvalks, may be toe costly to bring a sultables return én ths invest-
mant.

A deslsion to welt uatil the present confused conditiems in the
natiursl gas indostry are stabilised. It may then be desirabls

to plpe natural gas into South Florida.

A decislon to make no heavy inwvestments in expanding gas facll-
ities becsuse atomic power now looms as a potential rivel to
other fuals in the mamfscture of electricity.



.

~ MIAMI GAS COMPANY HISTORY + o v v o s s o 4 o + &
MAP - APPROXIMATE AREA SERVED . . . .. ..
CUSTOMERS SALES, REVENUES AND OPEAATIONAL EXPENSES
CHART - GAS CUSTOMERS AND SEND OUT ., , , ,
CHART - 1954 OAS OPERATIONS . . . . . . . .
CHART - 1949-1954 HEVEMUES AND EXPENDITURES
QSRR | oo <o ere e e ma o T e e e
CHART - RESICENTIAL GAS RATES . o + 4 o o .
MIAMI GAS COMPANY AND NATURAL GAS . . . . . , , .

FEt-'E_-nuqu-



ARFENDLY
MLAMT GAS COMPANT HISTORI

The Miami Ges Compary wvas founded by H. M. VanCourt, director
of the Fidality Mutual Insurence Company,in 1906. On July 27, 1906, the
Mand Gas Company was ipoorporated and started producing gas in Ostober
meters vere in pervice in November of the same year.
6-inch gas main had besn installed from the plant to
Averms. Cos vas mamufactured twice a veek, on Hondays
and Thursdays, with a four-foot dismeter water gas machine. The Gas Company
added to increase plant production.
M though the plant and operations expanded, the company experienced financial

3. R. Inch, representing the Electrie Bond and Share Company, made
an of fer for the purchass of the compary which was acoepted by the Courts
in 1924. Contrel of the Misml (Gas Company was placed undar the Flordida
mwmﬂwmmvumm“ the Electriec Bond and Share

Although the franchise to the Florida Power and Light Company to
the gas plant vas adopted om the 4th of Mevember, 1924 by the Com-
of the City of Miami, franchise did mot take effect until it
had n voted upon by the publis, At that slection, held on Jenusary &,
925, eix hundred and seventy-five votes were cast, six lmndred and fifteen
voting "yes", sixty voting "no". The coet of the alection wvas four mundred
dollars., On Jasusry 20, 1925, the Florida Power and Light Company acknowl-
sdged receipt of the franchise papers from the City of Miaml. This has beem
taken as the sffective date for ths 3I0-year grant.

Through the years that followed, the Gas Comparny experisnced
limited growth. As populated areas came into being, they were ssparated
by a sufficlently uncocupled area to make the transmission service
tical at that time. The Gas Company presently serves approcimately 19,500

£3¢%
£

=

Ges production has reached 6,000,000 cubde feet per day with =
maximm pleant capacity of 8,000,000 cubdc feet. The plant equipment in
generel, as well as the bulk of the distribution system, is twenty teo
thirty years ald., Reference is made to Flate #1.
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CUSTOMER SALES, REVENUES, AND
— OFPERATIONAL EXPENDITURES

The Mlami Ges Comparny in 1954 served ges to 19,500 customersj
18,300 of these were realdemtial, 1,090 commereial, 50 industrial, and
&0 govermmental and municipal. The Oas Company has acquired new customers
at a moderata rate and, in general, they are all residential customers.
Total gas sales in 1954 smountsd to peven hundred and eighty<five =illion eu.
ft.p. and it is obvious from the table balow that the prineipal consumers
are reaidential and commercial.

QAS SNES
RESIDENTIAL « « + o » » o + 360 million cubde feet
COMERCIAL- + « « o « « o+ « 373 million oubdc foet
INDUSTRIAL . «. + « » o « 9 million ouble feet
GOVERNMENRT AND-WURICIFAL . 40 million cubie feet

Gas sales have increased scme 4% % from 1949 to 1954 and the
bulk of the inoresased gas production has gone to the nev reaidentisl
customers for the samé period. .

Hevermes and expenditures from 1949 to 1954 indicate that revemuea
bhave increased. However, the reate of increase is moch less than the increase
in operationel expensss. Therefore, the margin for profit and depreciation
for this same periocd has grown smaller. The gas operational expenses are
divided into twe general categoriem:

A. Flant operational expenses - increassd 1% from 1949 to 1954
B. Distriution expenses - increased 75% from 1949 to 1954

The high distritution system expenses have been due, in part, to
the age of the piping in the mystem. Priwarily, it has bssn due to inereasad
sctivity in relocating and replacing gas mains. Thess partioulsr gas nains
interfered with the recently constructed interceptor sever and other sever
;mﬂmhiuumﬂﬂmhm. This is especially true of 1953 and
254.

mmhmmuﬁﬂﬂmt,nmmml operaticn.
During this period approximataly $250,000 to $300,000 was avallable for
plant depreciation, Federal income taxes and profit. a reasonable
three per cent depreciation on $6,118,000 (& valus the Flerida Power & Light
Co. has placed on Gas Company facilities) weuld indicats that $180,000 ias
required to cover the cost of plant depreciation. HNo realistie figures are
avallahle to astually determine hov much is being placed in ressrve for depre-
clation, The Federal Soclal Security, State and County taows amount to
$66,000 & year, In additiom to this, the City of Miami receives $32,000 a
yoar for Real Estate, Ferscoal Froperty, and Occupatiopal taxes. The Utllity
Tax is merely caollected by the Ges Compamy for the City of Mlami, and is not
included ip the above figures.
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MIAM| GAS OPERATIONS
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some nev equipment having been
added which uses oil as ite basio fuel
Ba

producing at its peak load. The Miaml Cas Company could replace all
ald eocal burning machines with oll machines. Howevar, it would then be
pegespary to readjust the customers' burners for the new gas. The
Water and Gas Company has taken thess staps and the changeover has been

The piping and valve® of the distribution system are, in gemeral,
twanty-five years old. The system had one hundred and forty-three miles of
cast iron and gal pipe in 1949. S8inoce that time it has bssn imcreased
to ome mundred and fifty-two miles, an expansion of abéut six par cant. A
mutpuﬁ.mnfth-mtnhhﬂudmmpimuthjnujm#mln
mmmmmmmmmmmmtmnm.m-hn—
ing.

%

Racent operating and maintenance expenses have inmcreased in part
as & result of the sewver projewts in the City and the necessify of altering

There are several roasons Why the Miani Ges Company cannot or does
not expand. Probatly the principal reason 1s & lack of intsrest on the part
of the Florida Power and Light Company in expanding the gas facilities. The
Light Company has planned its electrieal groduction to meet

the day 1s at hand when they will be encouraging their cus-
tomers to use sleetricity where gas is now belng used.

ﬂlﬂtﬂplﬂiﬁ'hlmﬂffhﬂﬂmt'ﬁlhmtfmmﬁpﬂk
1oad conditions. In general, the greatest demand for gas will ocour twWo
months ocat of the year. The balance of the year the plant is operating at
fifty per cent capacity. Howaver, this ten momth period represemts the major
portion of the Company's business., The (as Flant, with its oxcisting gas
machines is operating nesr mexismum capacity at psak load sonditloma. Flant
mﬂiwqﬂdhimwmmmmlmmnu.thﬂﬂ-

-12-



tiom of storage holders at or near tha Flant site, or the addition of
storage holders in tha distribution systsm. Expansion of the distribu-
tion mystem depends om the ability of the Flant to meet tha now loads.

Tha Miami Gas Company, at present, does not have amy *inter=



GAS RATES

Flerida, in 1551, joined most of the other states in the regulation
of all forms of puhlie utilitiss. All privwataly ouned gas and alectriec com-
panies were brought under the regulation of the Florida Rallroad aml Puhlie
Utilities Commission. .

Contral wvas satablished to bring uniformity to the rates and prac-
tices of private companies salling elsctrieliy and gas. The Utllitles Commis-
sion establishes rates for sach individual utility producer on the basls of
sarvice end current property valme., FHRates are estahlished to yield reasonahle
compensation for services rendared.

Ges rates are sztablished for General Service, fesidential Comhins-

" tlon Serviee, and Commerelsl and Industrial Servies. As a basis of compariscm,
a tan dallar purchasoe of ope hundred poands of bottled gas shall repressot ome
andred par cent werth of heat valus,

Rates for natural gas are sstablished from average purchases through-
out the eauntry. The natural gas rates are nlso bassd on an smortisatioa of
the mondes required to make the changvover from mamifastured gas to natural gas.

$10 Bottle Cas 100k = 2 million units of heat
$10 Peoples Water and Gas Co.
Mamifectured Gas Log = 3 milliom anite of heat
$10 Mian!l Gas Company
Hamifanotured Gas 184 = 4 million unita of heat
_-mnmlm[uudm} 2208 = 4.2 milliom units of heat

$10 Natursl Gas (National Average) 290% = 6.0 million units of hest

The Chart on the mext page cdlearly illusirstes the quantitiss of
haat that can be purchased for ten dollars from various producers.

* Fates for Natural Gas in the Mland area are ecstimated to be hi than
the national aversge duwe to
special construetion features of the pipelins.
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to Florida. Ais an example, the Te
ﬂmhlhtt-rﬂhmttrumﬂmmrmmdLimtﬂmuhum
mﬂ-ntmu.qlllnrt&ummﬂlwpnmﬂrplmmnwﬂ:.

Thmlmdumwlhautm.:upﬂul; tranemission
compandes tend to include "egealatar clmumses”. Theose clamuses, widaly found in
produser pipaline contracts, sometimes provide for automatie, poriodie rats in-
creases. Othar esoalation clmuses, known as "favored nation clmuses”, allow a
mhmﬂpﬂ:hm:mthnpmmrhm“mﬂlupu
a higher price, ar mmmmmmmmmmm.
Theso existing clauses are not mbject to Federal Power Comission comtrol so
F.F.C. would have to let the pipelines peass on the increased costs.

hmutmmum.mumuﬂmnmmt
shi, mmmpmiqummm.mmlmmmmm
firms that make the final sale to home users. Their failure to get together

o



HIAMI GAS COWPANY AND HATURAL GAS

When natural gas does coms to Mlami it will be aveilable to all large
congumars including the Mlsmi Gas Company. It can Yo assumed that 4if natursl
Eﬁlmﬂ,itﬂﬂhnﬂplmﬂthlﬂﬂh:ﬂpahﬂﬂhulmw

A seriss of problems arises in the substitution of matural gas for
mamifactured gas. Unless there wre inoreases in use or inoreanses in rates, a
decline in revenus can be expsotsd because the heat walue of natural gas is
mich higher than mamifectured gas. The higher the heat valus of gas, the leas
the oubic footage required to perform a given task. The community, upon the
imtroduotion of natural gas, expects immediate decreases in the alder suble
fgotage ratas. The problema assoclisted with convertinmg the distrilution system
maan that an immediats redustion of ratss scamnot be posaible. Another problam
::n'u the adjustment or adaptation of domestic and industrial equipment bullt to

mamifactured gun.

If pnatural gas were subgtituted, several questioms arise as to the
dispoeal of the ald equipment. Should it be junimd or should it remain te
serve as a standby? The ansver to these quesilons depends on the reliability
of the pervioe and the life of the supply of natural gas. The company can
either bear the loss of its equipment cr amortisze it over a period of years;
or if kept in good conditiom, it can be carried as an assst. All of thess
problems have beon successfully dealt with in the many instances vhere maturel

gas bas replacad memifactured gas, provided the cost of natural gas has remained
lower than the coet of mamfastured gas.

ATCHIC ERERGY

1. HRualear epargy is the fector which promises to overcoms one of
tha greatest deficienclies that Florida has had to faoe in its industrial develop-
moot. MNuclear fuels promise the avallability of a wedghtless fuel which would
give Florida the sams potential recources losofar as enargy is concerpad as would
bea avallable to any other part of this matiom.

-

2. 1t ia the definite belief of many pernons that within a decade or so
the impact of atomic endfrgy willl bo far greater than is at present realized. The
impact that the sutomobils Indusiry and the electronles industry have made on our
industrial 1ife is well known. Florida can perhaps avail iteelf at this time of
the opportunity of being in the wvanguard of developments in this field so that it
mxy become the center of ome the groat industries of tha future.

construction of atomie power plants are under way.
The day is in spight when ale cal eparTgy, 88 & regpult of cheap fusl mipply, will
have no oompetition in the fleld of power transmissiom and aveilability to the
conmwr . Gas companies certainly will hawve to reckon with this comnditiom.

;
3
:
ik 8

Hoter Hoa. ll:ﬂil.hn-n (exoerpt from "Atomlo Energy - Its Hole in Florida's
Futare” - by Dean Joseph Wedl, Undv. of Flerida).

=17=



It is ovident from the faots presented that the Miami Gas Comparmy is
rendsring an important service to the pecople of Miami. This is sspeelally txus
vhen the gas rates of the Miami Gas Company are compared with its competitars.
The Miand Cas Compary is in & position to further benefit the commsidty’ - by
axtanding 1ts servies,

A reviev of the important features of this report is presented as an
add to fixing certein data relative to the Miami Gas Compamy:

1. The Mianl Gea Company is forty-fiwe ywars old and in general, its
plant equipment and distribution syetem are twenty-five to thirty
years ald.

2. The Plant 1s operating near maximm capacity.

3. Operaticmal costs in recant ysars hawe increased sxoessively

because of moving gas mains due to the sswer program bedng
earried on in Miami.

4. The eompany serves appraocimataly 19,500 customers and receives
groas reveruss amounting to §1,200,000.

5. The Gas Company is selling gas to its custopers at a eheaper rats
than gas could be purchased from other gas companisa.
il

6. The Gas Company could imorense its plant and distribution capasity.

7. An active sales promotion campalgn wvould produce more gas customars.

8, The City of Miand recoives §32,000 a yesar in tax revemes from the
Oas Company. "

9. The patarel gas businass at pressnt is in a high stats of confusion.
10. Hatursl gas can be adapted to the gas plamt and distribution system.

1l. Ifuhn'ﬂmhn—i,lndmumhﬂhim.hww
after plant and distribution system adjustments are amartiszed.



