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BEFORE THE PUBLIC UTILITILS COhlMISSION O}o' '.rHE STATE OF CALIFORNIA 

) 
Application by SOUTEERN CALIFORNIA ) 
GAS CO~PANY in con.~ection with fuel ) 
oil escalator clauoee contained in ) Application No-. 30236 
riled rate schedules and special ) 
contracts. ) 

-----------------------------) 

OPINION AND ORDER 

In this application Southe~n California Gas Company a$ks 

this Commission to prescr.t be that applicant t s existing ruel oil 

escalator clause conte~plates the gearing ot natural gas rates to 

Bunker Fuel 011, and requests t hat an order be issued to postpone 

concurrently any resulting rate changes due to the operation ot 

such escalator clauses pending the Commission's deCision in Case 

No. 4116,(1) now under submission. In support ot these requests, 

the company states in its application that it 1s or the op1n1on 

that Bunker Fuel Oil is the proper criterion tor its escalator 

clauses, but that 1 t d.esires to avoid redUctions in certain or 
its filed schedules and spec1o.l contracts Wl1ch would automatically 

result from the reduction in the posted price ot Bunker Fuel Oil on 

(1) Re Southern Counties Gas Company of California "Proposal to 
Mitigate the Distortion ot Fir:o and Interruptible Rate Levels," 
filed January 26~ 1949. 
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April 1, 1949" (2) wbich, th.e compa.ny contends, would be inconsistent 

\~th rate proposals made by Sout~ern Counties Gas Company of 

California, in Case No. 4716. 

A typical tue~. oil escalator clause as now contained in 

filed schedules ar.~ special contracts or this company is quoted as 

follows: 

~l?rovided, however" that whenever and so lons as the posted 
price of industriD.1 fuel oil in t ank c~.r lots shall 'be above 
eighty-five cents(~~O.3S) ,er barrel, then the price per 
thousmd cubic feet tor all natural sas delivered h~eunder 
shall be a t the Base rates above set forth, plus one-sixth 
cent (1/6¢) for eacc one cent (1¢) by wh1ch~aid pric& of 
fuel oil shall be above eighty-rive cents (~O.SS) per 'bar­
rel; and provided p also, that in every event the price of 
gas hereunder shall b e 1101 ted to th.e Min1:num and l(l.8.X1m\l;Q 
rates, respectively, IlS hereinabove, set forth.. . For the 
purpose hereof, said posted price means the price in tank 
car lots or industrial fuel oil conforming to Pacific 
Specification No. 400 as quoted to customers generally, 
ei ther by the Sta...'"1.dard Oil CO:clpany or California at El 
Segundo ( El Se~~do Refinery) or 'by the General Petroleum 
Corporation of California at Torrance (Torrance Rer1nery) 
or by the Union Oil Company of California at Wilmington 
(Wilmiri3tO::l Refinery) J Los Angeles County, Ca.litOrni.a, 
whichever posted price is the lowest." , 

The desisnat10n IlPacif1c Spec1ficat1on No. 400" was f1rst 

incorporated in the co~p~y's schedulee, effective.October 1, 1946, 

transmitted 'by Advice No. 264 received tor filing August 30, 1946. 

Prior to October 1, 1946, the company's escalator clauses generally 

::-eferred to IIStandard Fuel 011" as quoted by Star,d.ard Oil Company 

ot Californ1a, "General Industrial Fuel Oil" as quoted 'by General 

Petroleum Corporation, or "Industr1al Fuel 011" as quoted by Union 

1 ~) 
F.O.B. Tank Csrs $2.00/Sbl. .:;::1.80jBbl. 

El Segundo 
Los Angeles 
Torrance 

Standard Fuel Oil (?S A;OO) Bunker Fuel 011 
Union Industrial Fuel Oil Union Bunker ~uel 011 
Gene:-aJ. Inc4\.l.S trial Fuel 01.1 General Bunker nell q11 
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Oil Company of California. The change in designation refle~:-~ed by 

the sheets transoitted by Advice No., 264 di~ not represent a Change 

in th~ applicable fuel oil, but rather was effected in order to 

cOllforo more closely to the ter~inology used in1tially by the oil 

industry on the Ps.::,ii'ic Coast in issUing quota.tions for fuel oil 

between August 17 ~r.d 23, 1946. Whereas the grades ot fuel oil 

p,..ev·:o1;.zly q,uctcd were, defined primarily according to range of 

~~~cific gravity, the grades under the new designation are dofined 

aCCOrc.lng to range of ViSC03ity. For "Pacific Specification No. 

400" a minimum viscosity was prescribed, but no maximum. 

On August 3, 1948, a new fuel oil quotation was issued 

segregating Pacific Specification No. 400 into two grades, designa~ 

by Standard Oil Co~pa.ny of Calif ornia as ITStandard Fuel Oi1 11 and 

"Standard Bunker Fuel Oil," respectively, the latter having the 

hiGher viscosity. Sta.ndard Bunker Fuel Oil carried toe same pr1ce 

as previously quoted for Pacific Specification No. 400, but 

:IStandard Fuel 011 II was quoted at lOst per barrel higher. Effective 

with the January 25, 1949 quotation, a 20-cent per barrel differ­

ential was establiShed between standard fuel oil and bunker fuel 

o~l, whie~ differential was perpetuated in the April 1, 1949 price~. 

These and related quotation3 by the other pertinent oil companies 

had no effect upon rates of applicant, nor did subsequent quota-
, 

tions until April 1, 1~1:9, for the reason that maximum rates were 

controlling, and accordingly no changes in rates resulted from the 

intervening oil price quotations. The April 1, 1949 quotation, C:'. 

the other hand, reflects a reduction in the price of fuel oil 

'lul'fic1ent to ):!lake effocti va rec.uetion-s:l:G -certain of tho rAtes or 
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applicant 1n accordance with escalator clauses based on the Bunker 

~~el Oil subdivision ot the Paci~ic Specificat10n No. 400 grade. 

~1s Commission is of the opinion that the grade of fuel 

oil cO:'l.tel!lplated by the escalator clauses of a~plicant' s tiled 

schec:hlles ccnf('):"~$ to what is currently de!lignated as Bunker Fuel 

Oil, whi:h is tn,1;: l,:,~.:;:-.. ~r viscosity oil of the two subdiv1sions of 

r?~i"'5.t;. Sp~c~flc'lt::.o':'J No. 400. It is concluded that the des1g-

t~.'lt. ~"In now carried in the escalator clauses of applicant is sutf!.­

~iently explicit without modification. It is general knowledge that 

the most representative fuel oil srade competitive with industri~ 

and commercial natural S as i$ Bunker Fuel 011, and rate filings of 

other gas utilities have been accepted upon that basis. 

This Commss1on is asked to gran t applicant's prayer in 

order to tl ••• avoid agsr~vating the current rate d1scriminations, 

which are in the process ot being corrected. .Granting this request 

will eliminate the ~nor rate reduction now, which may have to be 

reversed in t~e near future br increasing these rates to ~e 

~pp11cantt~ rates consistent w1th the Co~ssion's dec1sion in 

CIZSE:l No. 4716 •.. If _ It is the posi t10n of this Commission that 

~c::l1itions con-:o.int3d in presently filed and ei'tect1ve tar1:f"fs are 

~ot contingent upon or su~ject to interpretation upon the basis ot 

a '3urmisal as to findings which may be made by the Commission in a 

p~",,:,~~.ng proceeding ot another utility •. 

A public hearing under the circu:cstances b e1ng deemed 

unneee~sary and good cause appearing. 

IT IS HERBBY 01DE?~D that the application ot Souther~ 

Count1es Gas Company of California be and it 1s d1s~ssed without 

prejudice. 
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It,C IS :ll-."'REBY ),O'lJ"6.T.:2R ORDERED that Southern' Ca11forn1a 

Gas Compa.'"lY shall f i10 on or l'!otore May 1, 1949, only those gaa 

rate schedules nccessitatin~ adjust~ents in the effective rates in 

o.ccorc.:unco With t he fuel oil escala.tor clnuses contained therein 
" 

to canforo to the posted price ot Bunker Fuel 011 effective April 1, 

1949. Southern California G·as Coz::.pany shall incorporate the 

appropr1ate adju3to~nts in the rates contained in those special 

contracts referred to in tho application. ~~e rates eont~in~e in 

the tariffs and special oontrocts noted in this order,"sha11 "t-e 

effective :.;.ay 1, 1949. 
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Tho effoctivo date 0: this ordor zhnll be the date heroof. 

DD.ted n.t Los Angelos, Ca1ii'ornia, this __ 2:Jro...1ot'--?27 ____ _ 

dnyof ~ , 1949. 

a~~.~~--·~ 

~4'l~~ 
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