
Bl.FORI TID. PUBLIC UTII.lTI~ COMISSION OF TKE. STATE OF CALIFORN'IJ. 

Application by SOUTHlRN CO~TIIS GAS ~ 
CO~~PJ;h-Y OF ChLIFORNIA 1.n connection ) 
'With fuel oil escalator clauses con- ) Application. No. 30232 
tei.c.ed in filed rate schc~ules and ) 
special industrial contracts. ) 

-------------------------------) 
O?INION JJID ORDER 

In th.is application Southern Counties Gas Company or 

Cali1'ornia asks this commission to prescribe that applicant"s eXist

ing tuel oil escalator clause contemplates the gearing 01' nat.ural 

gas rates to B~er Fuel Oil, and requests that en order be issued to 

postpone concurrently the operation 01' such escalator clauses on the 

effective gas rates pending the Commission's decision in Case No.47l6, 

now under submiSSion. In support ot these requests, the company 

states ill its application that it is ot the opinion that Bu.o.:;rer Fuel 

Oil is the proper criterion for its escalator clauses, but that it 

deSires to avoid reductions in certain or its tiled schedules and 

:~~cial contracts which would automatically result trom the reduction 
(1) 

in the posted price ot Bunker Fuel Oil on April 1, 1949, which, 

the company contends, would be inconsiDtent with its rate proposals 

in case No. 4716. 
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A typical fuel oil escalator clause as now contained in 

filed schedules and speciel contracts of this company is quoted as 

follows: 

"SUBJLCT TO J.. CID.NG~ (WITHIN THI. RA-Tl LIMITS Q,UOTtD .ABO~) 
OF 1/6 OF ONI. C:m ?l..R THOUSAND CUBIC F1J:.T FOR ~CH C'ID.NGL OF 
ON:' CENT IN THE POSTtD PRICE OF INDUSTRIJ.L FUIJ.., 0 n. ABOVL OR 

, BLLOV: 95t- PER BARlU.l.. FOR TID. PURPOSI. BEREOF SAID POST:E.D ?RIC!. 
lYr:J.~~ THE PRICE m TJ.:tr~ CAR LOTS OF INDUSTRIAL Fu-.tl.. OIL COl'-J"FOPw.'\[
INC TO P~CIFIC SPECIFICATION NJ. 400, .AS Q,UOTlD TO CUSTvM~, 
G:i...NW,tty, tITH".L:.R BY TID..' ST;.NDARD On. COMJ?J..~"y: OFCJ.tIFORNIJ.,AT 
ITS 11 S1G'lJ1'.l"'DO REFINJ::.RY ~ OR BY T~ GLNLRAL ?LTROLhUM, CORPORATION 
AT ITS TORRANCl RU'INt..~y, OR BY THI. 'ONION OILCOMP.J..NY OF 
CALIFOBNIJ;. AT ITS V;n.."v!1NGTON RLFIN"~Y, WErICK.:.nR?OSTtD PRICE 
IS THI. LOWIST. It 

The designation "Pacific Specification No. 400" was first 

incorporated in the company's schedules, effective October 1, 1946, 

transmitted bY' Advice No,. 233 received for filing August 30, 1946. 

Prior to October 1, 19.+6, the company"s escalator clauses generally 

referred to "Standard Fuel Oil" as quoted by Standard Oil Company of 

california, "General Industrial Fuel Oil" as quoted ,by General 

Petroleum. Corporation, or "Industrial Fuel Oil" as quoted by Union 

Oil Company of California. The change in designetion refl~cted by 

the sheets trans~itted by Advice No. 233 did not represent 8 change 

in the applicable fuel oil, but rather was effected in order to',con

form more closely to the terminology used initially by the oil 

industry on the Pacific Coast in issuing quotations tor fuel oil 

, :: .;.tween August, 17 end 23, 1946. V;h.ereas th.e grades of fuel oil pre- ' 

viously quoted were defined pr~arily according to range of specific 

grevity, the grades under the new designation are defined according 

to range ot viscosity. For '~Pecitic Specification No. 400" a 

lIl1nimum. Viscosity was prescribed, but no maximum. 
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On August 3, 1948, e new fuel oil quotation was issued 

segregating Pacific Speci!ic~t1on No. 400 into two grades, designated. 

by Stand~rd Oil company of California as "Standard Fuel 011" end 

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

higher viscosity. standard Bunker Fuel Oil carried the same price as 

p,reviously quoted tor Pacitic Specification No. 400, but "Standard 

Fuel Oil" was quoted at 10¢ per barrel higher. Effective with the 

January 25, 19~9, quotation, a 20-cent per barrel differential was 

established between standard fuel oil and bunker fuel oil, which 

different1al was perpetuated in the ~pril 1, 1949, prices. These, 

and related, quotations by the other pertinent oil companies had 

no effect upon rates of applicant, nor did subsequent quotations 

until .April 1, 1949, for the reason that m.axialum rates were control

ling, and accordingly no changes in rates resulted trom the inter

vening oil price quotations. The April 1, 1949, quotation, on the 

other hand, reflects a reduction in tAe price of fuel oil sutficient 

to ~eke eftective reductions in certain of the rates or applicant in 

accordance with escalator cleuses based on the B~er Fuel Oil 

subdivision ot the Pacific Specification No. 400 grade. 

This COmmission is of the opinion that the grade ot tuel 

oil cont~plated by the escalator clauses of applicant'S filed 

:':'!'edules conforms to whet is cllrrently des1g.o.ated as Bunker Fuel 011, 

which is the higher viscosity oil of the two subdivisions or Pa,cific 

Specification No. 400. It is concluded that the designation now 

carried in the escalator clauses of applicant is sufficiently expli~i~ 

without modification. It is general knowledge that the most repre

sentative fuel oil grade com.petitive with industrial ond commercial 
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natural gas is Bunker Fu~l Oil, end rate filings of other gas 

utilities have been accepted upon that basiS. 

This Commission is asked to grant applicant's prayer tor 

the reason that to do otherwise would result in " ••• reductions'now 

in certain rate schedules end in its special industrial contracts, 

which wo~d be inconsistent with its proposals in Case No. 4716, and 

which rate changes would be altered again soon by the Commi-ssion's 

decision in thet pending rete case ••• ". It is the position ot this 

commission that con~itions contained in presently filed and effective 

tarifts ar~ n~t contingent upon or subject to interpretation upon 

the basis 01' a surmisal as to findings which may be made by the 

CommiSSion in a pending proceeding. 

A public hearing under the circ~stances being deemed un

necessary and good cause appearing, 

IT IS HEREBY ORDERED that the application ot Southern 

Counties Gas Company or Calitornia be, end it is, dismissed without 

prejudice. 

IT IS HE:RlBY FURTH1:a ORDERlD that Southern Counties Gas 

Company 01' Calitornia shall tile on or before May 1, 1949, only 

those gas rate schedules necessitating adjustments in the effective 

rates in accordance with the fuel oil escalator clauses contained 

therein to conform to the posted price or Bunker Fuel Oil effective 

April 1, 1949. Southern Counties Gas Company of california shall 

~,c.corporate the appropriate adjustments in the rates contained in 
those special contracts referred to in the application. The rates 

contained in the tariffs and speciel contracts noted'in this order 

shell oe 'effect1v~ May 1, 1949. 
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Tho effoctive date of this order s~all be the date hereof. 

Dtlted tlt Los A:r..gclo=:, Cn11i'or:r..ill." this £/., ~ 
d.::1.Y of --.::;Wr~''''''~fQ·.c;..;;;;..---, 1949 • 
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