Decision No. 38786

BEFORE TEE RAILROAD COMYISSION OF TEZ STATE OF CALIFORNTA

@Lﬂ@

In the matter of the Iinvestigation upon ZZ
tho Coamission’™s own motion into the .

reasonableness of the rates, etc., of Casc No. a716
SOUTEERN COUNTIES GAS COMPANY OF CALIFORNIA

covering ges service

Ecdward R. Young, Southern Counties Gas Coapany;.J..J.
Deueol and Zdson Abel, for the Callfornia Faram Bureau
“Feleration; W. 3B, Mackay end L. E. Stewert, for C. B.
Gentrys Pogc. Arncbergh, Assistant City Attorney of

the City of Los Angeles; X. Charles Bean for the Board

oF Pudlic Utilities amd Trangportation of the City of

Los Angelecs, for the City of Los Angeles; and M. Tellofsoz,
City Attorney for the Civty of Culver City. : ’

ANDERSON, EULS, COMMISSIONERS:

02z V IQ01

Tois is a proceedins orginally fastituted under date ‘of

Fevruary 29, 1944, on the Commiusion’s”own.;otio“ irto tke ree-
sorableness of the earnings and rates of the Sédtnern CotntieS'Gas
Company o Califoggﬁa. Az, intcrim‘ofde* (Decision No. 37521), was
1ssued Docember L, 194k, which esteblished, szong other things, cor-
tain discount retes to remeim in effect for & period of twelve months
exding with metei readings'taken‘on Decembe¥ 14, ‘19A5;'un1033‘othc*-
| wise ordered. The periof of sald d*scount rates has been ertended
by eppropriate Commission orders to Mezch 3%, l?hé.( 1) ﬁhder date
Qor Fcb*udry 26, 1946, the Comdi"sion issueld 1ts order reopening the

case and setting it down ror hear ing 2t Los Anse‘es wnder. dato- of

(1)
Pirst Supplemental Decision No. 38501 crtended the discount

rates €0 Mareh 1L, 19L6 and. Sccond Supplementeal Decision No. 33730
to March 31, l9b6




Mareh 13, 1946.. Seid hearing wes held asd the metter submitted om

that date'ror decision in s maaner hereinafver set forth.
| At the Mdrch 13 hearing evideace was subzitted by :hc'Stafr'
of the Cémmission'covering.the recorded and adjuSted-('of’téﬂpera-
ture), earnings of the Southern Countics Gas Coapeny, for the yoars
1944 and 1945, as well'as.éstimates a3 to. the probable sales.and
revenues froa the généroi-service custoners and certéin ofhe: clesses
during 1946. In addizion, 19L5 éxpenses were correspondingly ad5usted
for changéé in ges °olcs"and.*o* probaﬁle‘increases”in payréll; |
purchesed gau, and oOther anticipa ed costs. Bélance shcét‘fp*orit
nd loss statementu, an& cost of bond money studies were also
Introduced by the Stafr. In addition, there was placed 4in evidence
by the Com.z.s..ion Stalf e ’o*oposcd rate adj u...'tment Dlan whe cby the
on es ently effecctive discount rates ‘would bo fnereased or lowered
, accord;ng,vo chenges in the cernings of the utilitya based upon.
specified'stgndards-orﬁpe*'o*mancc.' Thc fssuc. be*o*e‘ds'at‘th‘o
time’is whether o ratoe adjuetmenx plan similar to That int*oduced
shall be adoptcd or rcjected and tke cv*de ace- adduced by the Starﬁ,
other thon the plan itscl hero is cons dered orly for the pq:pose
of dcterzmining the reasibility of the proposed plea. Tho cese was
'condltionally submitted on tnis point i..., vhe mattc* wou d'be |
con3¢derca‘oubmitted ror decisfon If Vho Commis sion were to adop‘
a rete aldjustaont plans 6tncrwise, ir it'rdjécted suck a‘plgn, the
case again woul@ be set down fbr ru:ther_heafiﬁg. |
éased upon the Rate Adjustment.Plan, subnitted as an exhidit
(No. 19), and also upon the tecticony of the CommiSSion?s-pas
Eagineer, Lloyd Cooper, the more sclient rcaturés oL the plen,
stripped of its muny deteils, may be sed down as’rollows:
1. The rate discounts estab*ished by Deelision Yo. 37521

‘shall incresse or decrease as the resulting test nev revenues
ct quarter-year intervels covering 12 monthk pc*iods cndiug

-




June 30, Septembor 20 a1

*,nCﬂ or ¢eriterion net revenus

(a) The'first-$50 000 of aifference beticen

erion sud test net revenues shell wot. e con-~
' te adjustmenud..
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tions and b tte“ments is given rocomition by al lowing 2 6%
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EXPANEE
wers exnecte2d to coLmence.
‘ nings wdulﬁuprobcbl
' should'embody_a by
“woulé si,hon»off_currently expecsad
aveiladle duxing periods of decliné, thus' o iving

ry

voth to nic comprny carnings and to the dis count
likewise his view that eay rate adjuatment pla: ould renain ir
effect for z peri ¥ enough to inciude an year of

operations

stated the pu:posp*ws“ to use *ac

-the'_uwﬂdxﬂtﬂ per od;[
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Comnsel lor <tae City of Los inrcles rad 503rd or Pul

Utilities 2nd Transnortation of the City of Loz Ac:elbu,-as‘well 25

Je v. Deucl of the Cn_;Lornla Farm Buxoc; Fedeaation, arm oa ::'r=<':<>1c"J

as expressing a_ﬁillingnmbs to give thé plan 2
F. . Wade, Presideat of defendant ‘utilit,r, while urgh
plan, stated t If the Commisslon dzeided upo“'t‘é ﬁrcbosé&‘
hiz compar "omlo aceept it.
It ig ou“‘conc’u sLom that *1 | S ricdentls adeéuate
to accomplish'i 'c of [ idwznf over the im" eclate. fufure

'

*o botn.*he itv and the’ cus tomers 1%

Ths witnezs nad oth~ objecticns to the ~luﬁ, such .az the
rechriction wherevy rate inereases were limited to w.° coace ling
out of the rate discomnts..
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Attached to end mede a part of. this op*nion end the order
ghet follows this opimion, 1S & Statement setting_rorth‘vhe\Ratc
Ad justment Plan'the% has'ne*etororé.been discussed iz generel teras
end is the plpn that i° to be adoptedf*o rate ﬂdjuStments‘qf‘fhe
Southern Counties Gas COmpuny 0L Ccli*ornia beg_nn ng*with-the,lz
months' period ending Marchr 3, 19u6.

Tnn p*esently efrective *eue discouvnts, o= p*o&ided by Deci-
sion No. 38730, are now. and for the immed‘atc future will bc just
and reasonable, And .should remein in efteet until such_timc as the

) results of opereticn ror.a-given peridd_of tine, 2as nrovided for in
the rate édjustment\pldn'above-:efcired,to, justiZy and reguire
chaﬁch-in such rote discounts Lo the oxtedt sct-fogth‘in ééid'rate
adjustaernt plan. ‘

Becouse the rate adaustment plaxn Will reguire a2 review of
the company’s.operations at guarterly intervals, and some time
neéessariiy will elapse before the smount of the adjﬁstment-to the
éiscownts, it “ny, can de det migbd‘and appropriéte rate suppie-

- ments riled and mrde e*fective, *‘Will bé‘providéd.in the crdcr
;ol ow thut the company, whoncver it is callcd upon u“der tho
rate adfustament plan’ tq,revir. thés schedule of rate discounts; is
to submi;;thcm'foi filing in1achrdéncc with the pﬁoceduré set Torth
in'Gcnefal‘Order Vo. 96, to become erféctife not more than forty-
five days after the teralzetion of the quarterly “est periods es

set forth in the rote’ ﬂdjustment plan.

The following form of order is rccommended:

A public hecring hoving beon held, the Commission being sd-

[ 4

‘vised, and the mstter having‘bceﬁ-submittéd under the conditions

- .

-5




heretofore stated for dccisidn; and good cause appcgri;s, thc;o:oie,
| The Rdilﬁéad'Comhiésibn of the State of California'hereby-

£inds that the Rate Adjdstgent Plam, attached'hgrqto ané ha¢é Y

part of this order as Exhidit "A7, shal"bé:adopted as"a gegns of

adjusting the rate di counts set rorth.in.Dec*sion No. 38730, for .

the period in which said plen is in ef*ect and as further provided

in this order.

Basing this orde* upon the' foregoi g :ﬁndings of fact and

upon the facts iz t“e ooinxon preceding this order, - B
. IT IS HERSEY FURTEER ORDZRED, thet the Southers Counties
Gas Company of Celifornia shall:

1. TFile, before March 31, 1946, 2n amended schedule
or temporery discounts which shall be the same &3 the dis-
countes set Torth Iin the Commission's Decision No. 38730
and to indicate thereon that said discounts will be -
applicable to all meter readings of designated schedules
after March 31, 1946, end remain in effect thereafter
until such t*me aS, upon application of the aloresald: _
Rate Adjustment Plan, revised schedule of discounts is
T1led and neade efrective.. E R

2. TUpon the uermination'o* each test périod as set
forth in said Rate Adjustment Plen, namely, the l2-z20nth
pericds ending Marck 31, June 30, Septembe* 30, and Decenber
31, and so long =5 said »plan "emains in effect, sudmit to
the Commission for ’iling, a schedule of revised discouvmss,
i any, s may dbe reoulired to carry out the provisions of
said Rate Adjustament Plan, and to make any such filed
cnenément of discount rates effective forty-five days
after the uermination oL the preceding 3=-zonth review
'period. o - ' ‘ o




The effective ddte of this order'shall be the date hereof..
The foregoing opi inion and order are héreby'apvrovedvand ,
~ordered riled as the opinion and order of the Railroad Commission
or, the State of Calirorn¢a.

o Dated at San Franeisco, CaliZornie, this 28, =24 dny

Fpaeel 1916,

/ . // /
X né%@ﬁ?zi;ﬁé oesrn”

Commissiorers.




ZXEIBIT "AT

RATE ADJUSTMENT PLAN

SOUTEERN COUNTIES GAS COMPANY OF CALIFORNIA




| RATE ADJUSTMENT PLAN
SOUTEERN COUNTIES GAS COMPANY OF CALIFORITA

DEFINITIONS

Test Periods

12-month periods ending March 31, June 30, Septemder 30, vnd
Deceaber 31.

' Criterion Wet Rcvcnue

An asount ccuivalert to v2 350,000 plus 6% on the net operative
céditions to capitnl. Net opcr°tive 2éditions to capital means the
net inerease 4in everage fixed c¢apital 4in service nad average ssteri-
als and supplics for the test gear es compared to the aversges of
seid operetive items for the celender yeor 19L5.

Test Operating Revenues

Operating reveaues &5 recorded on the Compa y's'books'forjthc
test period in cuegtiou, cxcep‘ thet - '

{a) General Sbrv;cc revenue uhull e adjusted to. reflect
the cverzge temperz turcﬂ Tor the ten-gear period ended Decembdor
31, 1945, ia accordence with ¢ formula to be ggreed upox.

(») ALY rcvdhucs shall be further ad justed to reflect
Tor the full perlod the rates clffective as of the end of the
- test perliod, o ‘ ‘ '

Test Expenses

t exponses for purposes hercof shell ineclude 211 opercting
expenses, taxes, &oproecistion amnuity and uncollectidlos.

(2} Operating expenses, depreciation, uncollectidles, ond
taxes other then those besed on net incoame shell be as recorded
on the Coapnny's books, subject to review, axcept that cost of
purchased gas and gross receipts taxes shall be adjusted to
reflect the femperature correction of revenue referred to
under definition of "Test Operating Revenues™ zshove, 2nd g.ossv
reccipts taxes shall 2lso be adjusted vo rellect the cdjustmant

to current rotes referrcd to under definition of "Test Operating
Reveaues™ shove.

(b) The fncome tax met imcome %o be used i computing
income toxes for the test period shall reflect the adjustments
of book revenues 2nd oxpensces prescribed. sbvove under defini-
tions of "Test Operating Reveanues™ cad "Test Ixpeases.”

= IL more then one income tox rate prevails durizg cony given test
period, then income taxes for such period shall Be deterained
es follows: Calculete tho tex for each tax rate &g though such
rave were effective throughout the ceatire test perlod. Multinly
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the resultant tax sSo computed Tor escch tax rete by thc
perceatage duration of the test year during whick such
tax rate preveciled. "Add the fractionel year toxes so
computed, t0 obtain the incozme taxes Lor text expenses.

Test Net Revenue

Test poriod opercting. reveaucs minus test period expenses,
as hercinbefore cefined. - : _

Vet Revanue Deficiency

The smourt By which +the eriterion net revenue cxeceds test
net revenue for any given test period..

Net Reverue Excess

fhe'amount by which test net reveawo cxceeds criterion net
revenuce for any given test period.

FROCEDURE

l. A% guarter-yeor intcr#als beginning with the 12 months
ending Merch 31, 1946, test zet revenue shall be computeld and coz-
pared with corrcsponding criterion net revenue. ' :

2z. The rate_discounts(l) as cstablished by Deelision No. -
37521 shall remain cffective after March 31, 1946, until test net
revenue, os defined, shall increase or decline %o ¢ point such that
the net revenuc execess, or net revenue deficieney for ¢ given test
pcrio?z?xcceds £50,000 by an 2meunt sufficient to justify 2 change
of 4% in the discounts, whereupoz such discount rates shall, 2¢s

(1) \ .
\ The rate discounts established by Decision No. 37521 cnd
now offective are: '

To Billirg Beyond  Total Bflling
_Minimuz Fira Seles

General Service
Tarbor District 10.0%
ALl Other Districts - 7.5%

Fira Industrial ané Military Service -
All Dictricts | | 7.5%

Wholescle Service-Exclusive of Surplus

San Diego Gas & Electric Co. 5.8%

(2) The rote discounts cre stated in Decision No, 37521 %o be
equivalent to on conuel rcduction in gross revezuo of $718,000 21d
under the present effective tax rate thils gross amount 1s equal 1o
approximetely £425,000 in net revenue. 4 % of 1% chonge within tho
mecning of parcgraphs 2a, 2b and 3 of tize Rato Ldjustment Plan shall
be, understood O mean $28,000. Adjusted to "the neerestlg% shell ve
fnterpreted to mean cny agount cqual to or groater than % shell de
token as 3% and any cmount less thexn 2% shall be teken as zero per
cent -~ within the first 3% bond or eny multiple thercof, -
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soon as practicadble thercafter, de ratcbly(B) inercased or decrensed
as herelaafter provided. However, in ¢ose of net reveaue deficleney,
the maxiaum decrcase shell not exceed the limits of the presently
effective discount rates hereafter referred to. The calculation of
the gross revenue effect Lin rete discounts for a given change 4in

net revenue shall be based upon the Federzl and State income tox
roves prevailing as of the date the revised discount rgtes are male
efrectivn. '

: 2b. The basis of adjusting the oforess aid discount n g2S
rates sh"ll be further as follows: :

(1) The 2irst $50,000 of difference between
criterion zad test net revenues shzll not be con-
sidered Ia CQetermining rate edjustments.

{2) Tor the next $100,000 of diffcrezce, 80%
shell foram the bhasis of ﬂdjuuting the discount
rotes upward or dowawerd, and 90% for sny 6xcess
over $150,000. The discount raotes shell in each
insta*ce bc adjusted Lo the necrest éﬁx )

3. , Tollowing an increese or o reduction of the diu-
counts as hercinbcfor» provided in (2) above, the net reveaue ex%ecs
or the net revenue deficicacy fox any "ubsequent test period oh"ll
be 1lese than the cmount reouired to justify o 3% change 4n discount
novfurther adjustment in the revised digcountq shall be aséde; howcve.,
i in 2ny subscoucat test period, the net revernue cexeess or the net
reveaue deficliencey shall exceed such pinfioua nmount, then there
shnll be aede another xrevision of the *“en preveiling rate dis-
counts upward or dowaward as provided in paragredh 2.

4. If and whez, as a result of qdjuutmcntq mrdc as herelin-
before preserived to correet deficlencies ia net reven ‘the éis~-
counts ¢ tﬂbliﬂhed by Decision No. 37521 2nd nppliccble %o Genex 2l,
Pirm Industricl, ané Wholessnle Sexvice of this Company sholl have
been roduced to zero per cent, 11l discounts cgtablisned by Deeision
No. 37521 shall be discontinucd n~néd the Rate Adjustment Plen shall bYe
ceemed to have eaded. - ' ‘

5. It i3 thc inteat that this: autoantic rate udju toent
plan of cdjusting net revenue by sutomatic variation Iin the rate
discount chall bo given 2 one~-yeor tricl ané that the rote dis-~
counts effective during the last quarter of the trinl gyear or in
the quarter iz which the plen terminctes, shell remoin iz effces
until changed in o aonper provided under the stasute.: .

(2)

Sec notc on page 2.

(3) The phrese "ratobly incroased or decrecsed” skell bde under-
stood to mecn a proportionate cllocotion as hetween the rate discounts,
and {n the process the qssisnmen. shell bde *irst ande %o the 7%% &5~
counts %o the ncarcst i%, rnd to the noarest 1/10% o3 to the reamcin-
ing discounts : . o




