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Decision No. <o ™4

BEFORE THE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA.

In the Matter of the Investigation on the
Commissionts own motion Into the rates,
rules, and regulations, or eny of them,
applicable to surplus netural gas service,
of LOS ANGELES GAS AND ELECTRIC CORPORA~
TION, SOUTHERN CALLFORNIA GAS COMPANY, and
SOUTEERN COUNTIES GAS COMPANY, to determine
whether or not such rates, rules, regule-
tions and contracts, or any of them, are
unreasoneble, discriminatory, or preferential
in any particulex.

Case No. 4138.
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A. J. BAYER COMPAY,
COMVERCTAL IRON WORKS OF LOS ANGELES,
GILLESPIE FURNITURE COMPANY,

Complainants,
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Case No. 4149.
VSe

LOS ANGELES GAS AND ELECTRIC CORPORATION,
Defendent.
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 VITREFRAX CORPORATION,
10S ANGELES CERMICAL COMPANY,
AIRPLANE DEVELOPMENT CORPORATION,
THE LANGEAM CORPORATION,

Complainents,

Case No. 4150.
vs.

SOUTEERN CALIFORNIA GAS COMPANY,

Defendent.
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CALIFORNIA FRUIT WRAPPING MILLS, INC.,
POMONA TILE MANUFACTURING COMPANY,

Compleinents,
vS. Cese No. 4151.

SOUTHERN COUNTIES CGAS COMPANY,
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Defendant.




VERNON POTTERIES, LTD.,

Complalnant,

Cese No. 4180.

vs-

SOUTHERN CALIFORNIA GAS C?MPKNY,
1
Defendant.
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T. A. Hanter, for varlous Industrisl consumers, as
follows, Complainants:
Globe Grain & Milling Co., Pioneer Flintkote Co.,
Los Angeles Brick & Cleay Co., Langendorf TUnlted :
Bakeries, Western Bekeries Corp. Ltd., Luer Packing
Co., Union Packing Co., Coast Pac&ing CO.y
Cornelius Bros. Ltd., Merchants Packing Co.,
Trustee - Sterling Meat Co., Tovrea Packing Co.,
Pacific Mutual 01d Co., Los Angeles Paper Mfg. Co.,
Latchford Glass Co., Davis Standard Bread Co.,
Munlcipal League of Los Angeles, Pacifice Nut 011 Co.,
Metlox Manufacturing Co. and Newmarket Co.
J. Reynolés, L. T. Rice and E. L. Masser, for
Southern California Gas Co. and Los Angeles Gas
and Fleetric Corp.
Bridges, LeRoy M. Edwards and 0. C. Sattinger, for
the Southorn Countles CGas Company of Califoraia,
Defendant.
Cannan, for A. J. Bayer Co., Commercial Iron Woxks
of Los Angeles, Glllespie Furniture Co., Vitrefrax
Corp., Los Angeles Chemle¢al Co., Alrplene Development
¢corp., The Langhem Corp., California Fruit Wrapping
Mills, Inc., Pomona Tile Mfg. Co., Compleinants.

Tietor Ford Collins and Armold M. Canmon, by Willlem Manns,
foxr Complainants in Cases 4149, 4150 and 4151.

V. 0. Conaway, BenjJamin S. Cooper and F. A. Jones, for
Interveners in Cases 414¢ and 4150,

W. D. McKesson, County Counsel, County of Los Angeles.

Charles R. Smurr, Menager, Vernon Industrial Development'
Association, reprcsentlng 82 Industrials in the City
of Vornon in Cases 41o8, €149, 4150 end 4151,
Intervencrs.

Vietor Foxrd COIlins, for Complainant in Case 4180.

LeRoy M. Edwardsk Neil G. Locke, for the Los Angeles Gas &
Rleetric Coxporation, Defendant.

(1) While an enswer has not been filed in this case, 1t was stipulated
by the partles that 1t chould be deemed to have beeon answered dy the
defendant Southern Californis Gas Company In substantially the same
fashior as the answer filed in Cacse No. 4150, be consolidated for hear-
ing and decision with the other named Cases, and that all claims to .
reparations by the complainant be walved, except as they centered

about the so-celled fuel oll clause.




CARR, Commissioner.

The proceedings and issues presented by these varlous cases,
whlch, by stipulation and order, were consolidated for heering and
decislon, may be stated briefly as follows:

1. Should any of the rates and practices of the

defendant utilities, respecting the sale of surplﬁs
Industrial gas, be changed?<2)

Has vhere been, by any of the defendant utilities,
such & misapplication of rates and charges, re-
volving about the so-called fuel oil clauses in
thelr several schedules, as to require an award of
reparations?cs)
In Case No.‘4l49 gre the complainents entitled to
any reparations from the Los Angeles Gas and Flee—
tric Corporation in addition to claims under the so-—
celled fuel oil cleuse, or to any relief in rospect

to the schedules under which served?

(2)  This I1ssue Is included 1n the investigation instituted by the
Commission (Case No. 4138). While the primary purpose of the case
was o permit e formal trestment and disposition of a considersble
nmber of Informel complaints by surplus industrial gas consumers,

it 1s in terms sufficiently comprchensive to zuthorize such changes
in rates ané preactices as may be Justified or required by the record.

(3) The following named consumers have, by appropriate pleadings
hereln, claimed reparstions upon this ground as egainst Southern
Celifornia Cas Companys:

Vitrelrax Corporation, Los Angeles Chemical Company, Alrplane
Development Corporation, The Lengham Corporation (Case No. 4150), and
Vernon Potteries, Ltd. (Case No. 4180.)

The same Is true of A. J. Bayer Company, Commercilal Iron Works of
Los Angeles and Gillesple Furniture Company (Case No. 4149), as
against the Los Angeles Ges and Electric Corporation, and Californls
Frult Wrapping Company, Inc., and Pomona Tile Menufacturing Company
(Case No. 4151), as against Southern Countles Gos Company.

It was generally recognized by the defondant utilities at the
hearing that the decislion respecting the claims of these particular
users would, 1f the rrinciples thercof were not voluntarily applied to
other users similarly situated, lead to the filing of other formal
claims for reperations. ‘
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Pudblic hearings were had on August 8, and on October 6,
7, 8 and 15, 1936, during the course of which, by stipulations end
withdrawals of cleims, the lssues were reduced to those heretofore
in droad terms set forth. At the conclusion of the hearings the
cases were submitted, except as to Caseo No. 4149, in which the
perties were given an opportunity to file driefs respecting their
claims to xeparations and rellef upon grounds other than those
centering sbout the fuel 01l c¢lauses. These briefs have now been

filed and the case Is ready for decision.

Packground of Cases.

For a great many yeers the defendant utilities have fur~
nished to Industriel consumers so-called surplus industrizl gas. In
performing thelr pudlic and vital function of serving naturel gas
for demestic end commercial purposes, it was found that because of
the wlde variation, due to c¢limatlc amnd seasonel conditions, in the
demend for natural gas for these purposes, it was impossible to secure
contracts at low rates from the producers of natural gas for a supply
which would conform to these wide and unavoidzdle fluctuations. Pro-
ducers naturally Insisted upon a somewhet uniform absorption of theixr

output. Natural ges must be utillized when produced. Storage of large

quantities 1s éxcessively costly. Under these circumstances, and

in order to avold the necessity of the distriduting utilities blowing
info the alr and wasting the gas during the summer months whén the
domestic and commercial usage is low and which they were required to
take and pay for, they entored upon the polley of selling ges to
Industries vwhere system capacity was adequaté, subject to-éhut«orr
when “he avalladle supply wos required.fér the dominant doméstic'énd

()

commerc¢ial load. Both becausé the gas necessery for industrisl

(4} Under the gemeral schemo of surplus rates, users enjoying the
lowest rate exre first subject to shut-off. :




use was not firm geas, and because, at least in the lower bracketl
schedules, 1t was directly competitive with other fuels, mostly oil,

the lower bracket rates were established on the basls of increment

cost and at & sufficlently low level to meke the product reasonably

competitive with other forms of fuel. As to the higher bracket
schedules, while there has been a degree of competition between
naturel ges and other fuels, meny other factors entered in other
than competition to determine whether natural gas or some other fuel
wes used. The Cormission has never fixed surplus industrlel rates
1n the sense that it has fixed maximum reasonadble rates for domestle
and commerciel ges, but has given the utilitlies a rather free hand
in developing the rates.

Because the surplus industriel rates were largely com}
petitive rates, the utilltles essert they have sought to keep them
as high as they could and move their product against the competition
of other forms of fuel; and thet this has worked to the advantage of
domestic and commerciel comsumers. 01l being the princlpal competitive
fuel, from the very early days of the furnishing of surplus Industrlal
gas, schedules have carried so~called fuel oll clauses, by which the
rates for surplus gas automaticelly went up or down within certain
renges with the verlation in the price of the competitlve fuel ofl. .-
The early schedules had very little uniformity in the fuel oil clauses
they cerrled, either as between the utilitles or as be;wgen fh@ verious
schedules of eny one of the utilities. Gradually the ;iguses took;
such form that they centered sbout the posted price for fuel oll as -
guoted by the Standard 01l Company of Callfornls, =z company whichihﬁs

(5)

uniformly publicly posted such prices. According to the history

T5) In most of the schedules the posted price of the Standard 01
Company at El Segundo is expressed as the yardstlck. Some schedules,
however, have used as & yerdstick the quoted price at Los Angeles,
apparently with the ldea of adding to the ElL Segundo posted price the
cost of frelght. ' ‘ L . :




‘of the schedule, the base or datum fuel oll price expressed in the

schedule has verled eccording to the current posted price ;n erfgct
at the time the schedule had its Inception.

The ratic of Increase or decreass of the natursl gas rate
with fluetuetions In the posted price of fuel oil likewise has
varied as between utilitles and as between schedules of each utility.*
In the earlier days the prevalling ratio was 1 to 10; that is, for
every l¢ per barrel Increase or decrease in the posted price of fuel
oil, the price per M.c.f. of natural gas increased or decroased 1/10¢.
Graduelly, however, there crept into the schedules another ratio -
the ratio of 1 10 € - under which the price of natursl gas per M.c.f. |
would increase or decrease 1/67 for every l¢ per barrel increase or
docroase in the posted price of fuel oll. Probadbly the genesi& of the
1 to 10 ratio is to be found in the fact that the sellers of natural
gas frequently provided in their contracts for an 1ncrea$e or decresase
in price on & 1 to 10 ratio to the posted price of fuel oil. 4s im-
creases or decreases in the cost of natursl gas in the field could
not, as & vractical matter, be reflected in automatie changes In the
rates for that portion of the gas furnished for domestic and commer—
cial purposes, vut only iIn respect to sales for Industrial purpoées,
the utilitles gradually began to drift towsrd the 1 to 6 ratio, which

In round figures reflects the ratio between the Eeating velue of "fiiﬁh
(6)

and the epplicetion of whick, imcidentally

natural ges ard fuel oil,
at least, tended to recoup them for the over-azll increase in the cost

of the natural gas to them.

(€) The evidence snowed beyond ques%ion thaet a barrel of fuel oil

hes & heat velue of approximately 6,000,000 B.t.u., while the heat
value of 1000 cudic feet of natural gas of the gverage heat value
being customarily furnished will exceed 1,000,000 B.t.u. The true

ratio on the dasis of heat value 1s approximately 5% to 1.
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The first of the defendant utilities which filed its
fﬁel oll clauses feshaped to express the 1 to & ratio was Southgrn

Counties Gas Company. In Re Southern Countles Gas Company, 34 C.R.C.

141, it gppeared the Commission had Instituted a general investiga-
tion into the rates of the utility. When the proceeding was called,
the utility offered certaln reductions which were satisfactory to

the consumers. Among the reductions offered was a small one for -

surplus Industrial gas. Speaking of this service, 1t wﬁs-saidE

"AS to the rates for surplus industrisl geas, the

particular form they should take is controlled, to a

considereble oxtent, at least, by competitive con-

ditions, the prodadle effect of which can best bhe,
determined dy the compeny itself. Hemee, the order

here made fixes definite rates whica wil)l effect the

reductions above specified except for surplus

Industrial schedwles. 4s to thls, the company will

be expected to file within thirty days from the date

of this order suggested scaedules which will reduce

thelr 1930 revenue from this source by not less than

$14,400 which, when approved by & supplemental orxrder

of the Commission, will be decmed to finally dispose

of this particular proceeding.”™ "

The Company did file 1ts surplus Industrial gas schedules
and on Fedbruary 3, 1930 these were spproved by supplemental order
of the Commission. (34 C.R.C. 208.) The supplemental order sets
forth these schedules at length and oxrders the utility to charge
and collect for surplus geas according %o sueh schedules. The
schedules carried the 1 to 6 ratlo.

Prior To 1933 the Southern Cellfornia Gas Company, as %o
some of 1ts schedules, had adopted the 1 to 6 ratlo. The Los Angeles
Ges and Zdectiric Corporation, however, had not execept as to one
schedule.

In 1933 the Commission was.conducting an infestigation
upon its own motion into the rates and practices of the Southern
California Gas Compeny. After the heariags had proceeded to a certain
point, the Company propesed cortain reductions in rates, most of them

belng in its domestic and commerelel schedules and which smounted in
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the aggregate to spproximately $1,000,000. The proposal having met
with the approval of consumexr reprosentatives and being deemed dy
the Commission to bo a reasonable one, the case was closed b&lan
order of dete June 13, 1833, in which, after reciting the offer, the
submission of the proposed schedules and thelr goeneral effeet, it ‘
was ordered that "the followling revised domestic, commercisl and 

Industricl schedules of Southern California Gas Company, filed on

June 12, 1933, effective on July 1, 1933, be apoproved." (Re Southern

california Gas Combany, %8 C.R.C. 785.) Following the provisions
of the order quoted adove were listed the various surplus industrisl
schedules of the utility, which have been in effect since July 1,
1033, and all of which cerried the 1 to 6 ratfo in the fuel oil

¢clauses.

After the establishment of these rates, the Los Angeles

Gas end Electric Corporation revised its surplus Industrlal schedules,
modifying the fuel oil clauses theroin, which carried the 1 to 10
ratio, to a 1 to 6 ratio, changing the base or datum fuel oil price
to 85¢, and in some instances changing the maximum or ceiling'ga§
rate, and filed these with the Commission. No formal actlon was
telten by the Commission on these schedules, but on November 28, 1933,
by a Secretaery's letter the Company was advised tha@}ﬁhey had been
received end filed, effective as of December 1, 1933; According to
testimony of Mr. Ivans, rate engineer of the COmpany,‘it did xnot
occur Vo him when he filed these revisions In 1933 that the changes
iIn Yhe fuel oil cleuses Involved eny increase in rates.

As @ matter of feet, the changes in the fuel oil clauses, and
other changes as effected by the Southern California Gas Compeny and the
Los Angelos Gas and Electric Corporation in 1933, did not have any immed-
iate effoct on the rates actuslly pald by thelr respective industrial

8'




consumers, there being no chenge in the posteq price of fuvel oil
wtlil Merch 15, 1935, when the Stendard 0il Company of Californis in-
creased its posted price from 85¢ per barrel to 95¢ per barrel. There-
umon, under the terms of the fuel ©il clauses in their several sched-
ules, the Southern Celifornia Gas Company and the Los Angeles Gas
and Electric Corporation Increassed the chargs for suiplus netursl
gas 1-2/3¢ per M.c.f. The Southern Counties Gas Compeny, elthough .
authorized by the fuel o1l clause in its several schedules tb‘mAke e
corrosponding Increase, elected to limit the imeresse to l¢ per
M.c.f.  (As to some schedules, Indeed, this utility elected to meke
no increase.i It was the Incresased charges thus assessed in the
Spring of 1935 that gave rlse to the instant cases.

To complete the portrayal of the bdackground of these cases,

1% should be polnted out that the Stemdard 01l Compeny of Celffornie-

has long publicly posted its prices for fuel oil f.0.b. EL Segundo.

For a time the Unlon 01l Compeny of Californis likewlse posted such
prices f.o.b. its refinery et Wilmington. Later it discontinued such
posting, butl has since resumed It. Recently the General Pstroleuh |
Coxrporation also has posted prices. The prices of these three o1l
compenies heve alweys been the same. The fluctuation of the prices
thus posted over the years has been &s follows: a '

August 20, 1920 ciiiencreeseso$2.00
Mey 13, 1921 L3I B A B B0 NN N O SR N Ny 1.75
August 3, 1921 ...iiiiieiiiane. 1.50
July 15, 1922 ® % & 0% a8 ne e besas 1.25
August 8’ 1922 LR K B BN BN IR BE RN BN RNRE W) 1.00
Japuary 22, 1924 ..cceeevennes 1.25
Febmary 5’ 1924 .ll......l‘l.
Febm&ry4. 1925 -o-oo.l.---t'
M&y 6, 1925 .;.l..ll.tctonttio
August 28, 19225 ciieircccnann
Octodber 27, 1925 ceeceeccnnran
Januery 15, 1929 civeeecacannn
M@rch’ls, 1935 ..‘-....I.......




The discovery of additional oil sources, the springing

~up of e large number of producing compenies, end intense competition
amongst vendors of oll, resulted in the merket price for fuel oil,

particularly during the years 1930, 1931, 1932, 1933 and 1934, being
markedly below the publicly posted pricés. Some oil companies went
into recelvership, others were pressed financially, the nwrxet was
flooded with varying quantities of distress oil, and prices and
quotations verled widely from dey to day, from;weék to week and from
month to month. Recently there has been a tendency for the mexket
price of oll and the posted price of oil to converge. During the
period of wlde divergence of these two pr;ce levels, however, the
defendant utilitlies were forced by competitive conditions to reduce
thelr charges for surplus industrial gas substantially'mpre then was
called for by their various fuel oil clesuses. Iﬁ feact, they‘had to
meet the competitive market prices of oil. Generally spesking,
during recept years rates for surplus industrial gas havelpeen
lowered to a greater extent than have tﬁ@ rates for domestlic and

commerclel gas.

Pules end Practices for the Future.

The authority and jurisdiction of the Commission to
prescribe rateé for the future as they affect the sale of surplus
industrial gas is:here rather sharply limited. (a)} The record is
frégmentary and incomplete. No showing wgsvmade as to cost of ser—

vice and other elements which go to the determination of proper rate

lovels. (b) To & large extont, end-certainly as‘tblthe lower bracket

schedules, surplus Industrizl gas rates have developed under com-
petitive conditions. The lower bracket rates are very clearly com-
petition-forced rates. As to some of the higher bracket rates,

while competition has undoudbtedly contributed to their Level, other




factors likewlse have influenced their determination. ThefCommis-
sion mey, of course, suthorize s utility to charge low rates to meet
competition, so long es thoy are not so low as to burden other classes
of service. It may not, however, require o utility againsﬁ its will
to lower its rates to meet competition. o

Hovirg In mind the limitations last adverted to, the
record as developed does not warrent a general prescription_of.in-
dustriel rates lower than are now lawfully in effect. There is,
however, & pqnumbrous band within which the Commisslon mey act. Is
there Justification for = fuel o1l clause by which rates are auto-
matically Ilncreased or decrossed as prices of fuel oil change? Is
such a clause reasonably applicable to all. schedules? wa,sﬁould
such & clause bo constructed? Should limitations be esteblished as
to the extent of the increase or decrease in rates? What procedﬁre

should be followed In publishing xate changes effected? Matters such

es thus suggested mey not here be saild to lie without the field of
the Commissionts esuthority. |

The conclusions reached by the Commission respeettng‘
questions here presented end folrly within the range of its Juris-
dietion and a@thority mey be staeted briefly as follows:

l. A properly constructed fuel oil cleuse whereby rates
eutomaticelly go wp or down with the price of fuel oil 1s, under the
circumstences here shown, justifiable.(7?' (a) As to' the lower braéket
schedules, the Justification 1s Elear. The 1ndustfialists using sﬁch
schedules are usuelly equipped to durn gas or oil.' Cost is the im-

Pelling reason for selection. (b} The jJustification is not so

(7) Mr. T. L. Bunter, Tepresenting a large group of imdustriel con—
sumers, rather courasgeously, and contrary to the desire of some of
his prineipals, expressed the opinion that such a clause was Justi-
fisble In the case of the lower bracket schedules. With some force
ke urged that 1t was not justifiedle in. the case of the highor
bracket schedules. The utilities urged the propriety of such a
clanse for ell of their surplus schedules.
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clear as to the higher bracket schedules. As %o these, the use of
such & cleuse finds partial Justificetion in the fact thet the cost
of gas in the field is Influezced by the price of oil. Competitive
fuels do have some influence on the use or non-use of surplus gas.
From the record it may not be said thet the rates are fully compensa-
tory in volume. It may be argued with a good deal of force that they
ere depressed rates, and in fairmess to domestic and commereisl users
of gas should perhaps be higher in volume. The practicel Qiffi-
cultles In the way of elimineting from some of the schedules the fuel
0ll clauses, or of developing = type of clause for them different
from those in effect for the lower dracket schedules, are serious in
nature. There I1s a long historical background for their continuanqé.
A more complete or a better record might dletete elither the elimina#
tlon, or chenge In structure, of these clemses. Witk the record as -
it 1s, the Commission 1s Impelled to sustain them, along with the
clzuses in the lower bracket schedules.

2. The 1 to 6 ratio — that is, an increase or decrease of
1/6¢ per M.c.f. of gas for each l¢ per barrel incresse oxr decresse in 7
the price of fuel o4l - is justifiadle. This 1s obvious as to the lower
bracket schedules. It is less obvious as to the higher bdbrackets, but

must be sustalned on the reasoning respecting the Justification of

the fuel oil clauses as. to these schedules. Furthermore, the desira-

billty of uniformity in practice may not be igrored.

8. No one likes the Standard 01 Company's posted price
as the basis for the operation of am sutometic fuel oll elause.
Merket prices admittedly would furpish & more satisfactory basis.

No one, however, wes able to suggest any workable or defensible plan
or formula by which market prices could be thus used. In a highly
competlitive area such as Souvhern California, quoted prices for fuel

011 fluctuate widely between vendors from day to day and from week to
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week. To esscertaln, through heerings before the Commission, everage
maxrketl. prices wouid mean contizual, frequent and protracted hearings,
in whieh any conclusion reached would be little more them a guess and |
would result in such lags In dringing surplus gas prices into harmony
with fuel oll prices as to bde highly Impracticable. Therefore, in
lieu‘bfvany better scheme, it seems necessary to have the eutometic
fuel oil cluuses revolve about the vosted price of the Standard.0il
Company of Celifornla, or perhaps better, the posted prices of that
Company, the Union 01l Company and the Gemeral Petrolewm Company,
whichever Is lower. The clauses should be further eorrected or
modified to specify the gravity of oll for wh;ch the price is posted.
4. The techgique of putting into effegt changes of rates
due to the operation of the fuel clause is wmsatisfectory. Under
the present practice, there is no filed and published schedule from
which = conzumer may, without resort to extrameous facts, dete;nine
the applicable and Lawful rate. Two of the utilities, when tﬁ? Posted
price of fuel oil increased in 1955, epplied in full the inereases
provided by the schedules on file. Ome utility did not apply the full
increase and as to some schedules did not apply any. There seems 56
be no consistency In the przctice as to the date and plan‘of billing

for changed rates. The situstion thus adverted to should be corrected.

This mey be dome by the filing and full statutory publication (unless

short notlce authority 1s secured) of a supplement to each schedule
Indicating the chenged rate consequent upon the epplication of the fuel
oll clausé, with 2 notatlon in such supplement that the change 1s made
under the fuel oll clause in the base schedule. When the opefation of
the clause foectS-a reductlon in rate, the supplement shsll be filed
withiz five days of the change in postéd price. When an 1ncrea$e Ire-

sults, unless the supplement is filed within five days, the utility
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should be deemsd to have waived the right to make the increase

effective.

5. The evidence shows that surplus industrial consumers
are required to enter into a yearly coniract, subject tb termina-
tion upon notice after the explration of one year. In the future,
such contracts saould provide that upon en upwerd change in rate
through the operation of the fuel oil cleuse the consumer may
terminate the contract except for the purpose of securing‘priority
in service. A similar provision should be Iin the schedules. |

6. In view of what 1s here said, authority should be
grented the Los Angeles‘Gas and Electric Corporatlion to refile, on
less then stetutory notice, its surplus industrisl schedules (here-
inafter found to heve been filed and pudblished without the required
statutory finding of justification) which, with the incorporation
of the changes in Zorm hereinebove Indicated as proper, will be
Justified. TFurther finding then this of justification would seem to
be umnecessary.

The order will carry approprilate directions for carryihg

out the concluslons here expressed.

Revarations Under Fuel 011 Clause.

Clalms to reparations on this score are grbunded upon’ the
provisions of Section 63(a) of the Public Utilities Act, whlch reads

as followss

"No public utility shall ralse any rate, fare, toll,
rentel or charge or so alter any c¢lassification, contract,
practice, rule or regulation as to result in an inerease in
eny rete, fare, toll, rental or charge, wader any clrcum-
stances whatsoever, except upon a showing defore the commis-—
sion and a finding dy the commlssion that suen increase is
Justified.” '

Two qﬁestions present themselves:




First: Did the chenges in the fuel oll clauses and other
schedule provisions, a&s made in the 1933 £ilings (one utility filed

leter), involve any increase in retes under this Seetion?

Second: If s0, weore the 1ncreaso§ found to Ye ﬁustified
as required by the Section?

Bach wtility occﬁpies g different position.

Southe ounties Ges Compeny: Thils Company, by its
1955 refilings, 4ic not change its fuel o1l clause or change its
schedules so as to bring about an Incresse in rates under any
circumstances. Indeed, this Company elected to make no Increase
or only a pertial increase upon the increase of the posted price
of fuel oll. Concededly, it 1s not sublect to any claim of
reparations on this score.

Southern Celifornia Gas Company: The 1933 refilings of

the Southern Cslifornia Gas Company were, as has heretofore been

pointed ocut, "approved™ by the Commission by formal oxrder. (Re

Southern Cslifornis Gas Comvany, 38 C.R.C. 785.) While the form

of this order 1s not in strict confomity with the language of
Section 63(a), it must e deemed to comprehend an implied finding
of justification. This disposes of claims of reparations as ageinst
the Southexrn Californis Gas Company.

Los Angeles Ges and Eloeetric Corporation: This utility

i1s not In so favoreble a posltion as the othe:s. By 1ts 1933 xo-
£ilings, changes were mede (a} in the ratio of the fuel oil clause,

(b} in the price upon which the automatfé?changes were bascd, and

(¢) in the ceiling of the automati¢“incfeases. There is no escape

from the conclusion that these f£ilings Involved Increases within the
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terms of Section 63(a). thermore, as %o this utility and 1its
1933 refilings, there was no finding by the Commisslon that such
increases wére Jjustified. Hence it follows that the Los Angeles
Gas and Eleétric Cofporation should cease and desist charging and
collecting rates higher then those specified In its scheduvle G-6
(c.R.C. Shééts 257-G end 258-G) which by the 1933 reflling was sub-~
cequently divided into end superseded by two schedules G-6 (C.R.C.
Sheets 302-G and 303-G) exd =7 (C.R.C. Sheets 304-G and 3054-0_),(8l
wntil its surplus industrisel schedules superseding the above named
schedule, filed without the required finding of Justification, are
refiled as hereln euthorized. Of the complainants as agalnst the
Los Angeles Gas and Electric Corporatlion, A. J. Bayer_Company is |
apparently entitled to a few dollars in the wey of reparstions. The
other formsl complainants were on schedules not having a fuel oil
clause or wnder G—locg).mhich was a legélly effective schedule.
Coxplainant, A. J. Bayer Company, should file a statement of 1its -

cleims in this respect, and If the parties cemnot agroe upon the

smount thereof, determination thereof may bde referred to the Commls—

sion snd will de disposed of by supplementary oxder.

' As to the consumers who have not formally filed claims

for reparations, the Commission has no Jurisdiction here to award

T8¥(a) Schedule G=7 (C-R.C. Sheets 283-G and 284-C) was = new and
optional schedule filed onm July 18, 1931, effective July 20, 1931
and wes suporseded by schedule-G-8 (C.R.C. Sheets 306-G and 307-G)
r4led August 10, 1933, effective Decembdex 1, 1933. No f{inding of
Justification was necessary for this schedule.

(b) C.R.C. Sheets 303-C and 305-C have since been superseded by
C.R.C. Sheets 3I38~G znd 332=G, respeciively.

(9) Schedule G108 (C.R.C. Sheets 312-G and 313-G) wes a new end

optional scredule filed on December 14, 1933, effoctive Januery 14,
1934. No finding of Justification was necessary for this schedule.
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reparations. The utility, however, 1s authorized to settle with

these consumers on the basis indiecated, If it so desires,.reporting

to the commission the emount of such settlement.

Mdditional Revaretion Cleims (Case 4149).

Testimony adduced in suﬁport of these c¢lalms 1s too
loose end uncertain to support emy award of reparation. The most
thet mey be sald, respecting the rellief sought by these complainté;
is thet et the heering the Gillesple Furniture Company plefnly
indicated 1ts desire to secure service under Schedule G~6 (C.R.C.
Sheets Nos. 257-G end 258~G), which in form were superseded by
Schedule (-6 (C.A.C. Sheets Nos. Z0R-GC and 558-C),(1 o) herein held
to have been fil»d without the necessery finding of Justification.

Both the present snd the superseded schedules are in torms
epplicable to v vernal combusition engines and steam boilers.™ Some
evidence was adduced at the aearing tndic&ting a practice of the |
Company to refuse service to any guch steem boller unless of a rated
cepacity of 20 H.P. or over. There is nothing in the languege of
The schedule To support suck a limitation. With the prosent
applicebility clause, there is no escape from the conclusion that
this perticuler complalinent is entitled to service under this
schedule.

The most serlfous questior In this comnection is this:
If service under this schedule is. given to installotiong of such
small capac;ty, the Uhuu—off provisions of the schedule become in
effect, wmworkedle, 4 limitation upon the capacity of gas engine
and boller insiellations entitled to service would seem to be entirely
reasoneble and, in ell probability, if the Company should see £it to
clarify its schedule dy Inserting such = limitation, it would meet
with approvel by the Commissioz.

(10) See footnote (8)(v)




Limitation on Findings.
T4t is not intended dy this opinion and order to fimd as

to the reasongbleness of the general rate levels of the surplus
industricl ges schedules. A determination as to thls could only be
mede with setisfaction, upon & full record in which the earnings of

+he utilities are displayed sné with appropriete evidence bearing

upon the propriety of tThe relationship between domestlic, commerciel

end iIndustrial schedules. The inereasing magnitude of the surplus
industrial sales suggests the Ildea that this phase of the utilities!
" business, originally largely a by—produé% or Incidentel dusiness,

has vecome something more then thlis. Whether It is belng conducted

In o fashion fair to tho domestlic and commercisl consumers should de
left open to future determinatiorn by the Commission, upon en ade-
quate record and urnemberreassed by findiﬁgs herc. It mey well be that
upon & full record vhe conclusion would be that the goneral level of
the surplus rates l1s too low. In essence, the surplus Industrial rates
are, and should be considered as, wtility initlated rates, the generalx

levels of which may not be charged under the present record. ITncident-

ol Teatures of these ratas and their epplleation eve ell that exe

Intonded to bBe passed upon hero. -

I recommend the following form of order:

Public hearings having been had in the above entlitled
cases, based upon the findings and conclusions indicated in the
opinion, |

IT IS EERESY ORDERED, that —

l. Southern Californla Gas Company, Southern Counties Gas

Company and Los Angeles Gas and Fleetrle Cormoration (e) revise and
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refile their several lawfully effective surplus industrial schedules
to effect and carry out the changes In the fuel oil clauses therein
and contract applications indlcated as proper in the oplnion herein,
and (b} iﬁ the future when changes in rates ocecur as a result of
chenges in fuel oil prices, to file supplements to schedules in the
manner snd subject to the conditions indicated in the opinion.

2. los Angeles Gas and Flectric Corporation mey, on less

than statutory notice and without a further finding of Jjustification,
If 1t elects so to do, refile its present unlawfully filed Scheduleé
6-6 (C.R.C. Sheets 302-G and 338-G) and G-7 (C.R.C. Sheets 304~G and
339=G), together.with appropriate supplements indicating charges under
the fuel oil cleuses, but with the changes directed in (1) above. °

Je Ips Angeles Gas and Electric Corporation shall cease
and desist cherging rates higher then those authorized by its seid
Schedule -6 (C.R.C. Sheets 257-G and 258~G), until and unless
superseded by lawfully filed amd Justifled schedules.

4. Los Angeles Ges and Electric Corporation shall pay
repvarations to A. J. Bayer Company, as Iindicated In the opinion, end
is authorized tc pay reparations to other surplus industrial gas
consumers (and to seid Bayer Company for the period following the
£iling of its compleint) for charges collected in excess of those
authonized by 1%s said Schedule G=6 (C.R.C. Sheets 257-G and 258-G).

If such payments are made, the amount thereorl shall ve reported to

the Commission.
5. ZLos Angeles Gas end Tlectric Corporation shall cease

end desist refusing service to Gillesple Furniture Company on its

Schedule G-6 (C.R.C. Sheets 257-G and 258-G) on the ground that said

Company's boiler is less than 10 horsepower‘rated capacity, until

seld schedule establishes such & limitation upon service.

The effective date of this order shall be thixty (30) days

from the date hereof.




The foregoing opinion and order are heredy ayproved end

ordered filed as the opinfon end order of the Reilroed Commisslion

of the State of Celifornlie.
Dated at San Francisco, Callfornls, this,;ggi'_"day of

November, 1936.

y \_/

Commissibners.




