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ORICINAL

‘ LYARD | /
Decision No.- XEGE :

EFORE THE PUBLIC UTILITIES COMMISSICN OF THE STATE CF CALIFQRNIA

In the Magter of the Suspension and )
Investigation_on the Commission's )
Own Motion of Proposed Schedule )
No. G-30, Interruptible Natural Gas ) Case No. 5399
Service, Filed by Southwest Cas )
Corporation, Ltd. under Advice )
Letter No. 28. ' )

William J. Cusack and William M. Laub, agtorneys,
Tor Southwest Gas Corporation, Ltd., respondent; -
Howard L. Minister, for llth Naval District and
Marire Corps, an interested party; Homer R. Ross,
for California Manufacturers Associdtion, an '
interested party; and, Carl E. Crenshaw, for the
Commission staff. -

Southwest Gas Corboration, Ltd., on July 25, 1952 filed
under its Advice No.'28 an original tariff desigrated Schedule
¥o. G-30, Interruptidble Natural Gas Service, to establish a class
of service not presently being rendered by it. Because of the novel
cest of gas escalator clause contained under the speciél condicioné
of tﬁis schedule, possible inecquitable curtailment policies in the
administravion of this interruptidle service with respect to the
retail customers of the resale gas supplier of this utility,~which’
supplier is also a gas utility dnder this CommisSion*s'jurisgiction,
- and the resale rate requiremént imposed upon this utiliﬁy by the
Federal Power‘Commiss'on, in so far as this requirement'might Pro=~
vide service for some of the same customers centemovlated to be
served under Schedule ‘No. G-30, it appeared appropriate t¢ suspend
the filing and set the matter for public hearing in order to afford |

interested parties 2n opportunity tC present their views.




The Commissiom, thercfore, on August 11, 1952 issued its
order suspending the effeetive date of the filing and instituting
en investigation into the propriety and reasonabléness of said
Schedule No. G-30. A public hearing was held vefore Examiner
Watters in Los Angeles on August 28, 1052 after notification by
registered mail to respondent and interested pafﬁies.

Considerable testimony was placed in the record through
respondent's witness, Harold G. Laub, President, Southwest Gas
Corporation, Ltd., tracing step by step the history and present
status of the resale rate ordered filed by the Federal Power
Commission. This utility was authorized to be supplied natural gos
to meet its requirements "for the communities and military installo~
tions now supplied by it" by the Pacific Gas ond Elcctric Company
in FPC order deted July 14, 1950 under Docket No. G-1067, et al.
Following this, Southwest wos issued & certificate of public con-

verience and necessity under FPC order‘dated July 17, 1951 in

Docket No.jG-lééL, authorizing it to construct and c¢perate certain

facilities. for the transportation of natural gas from Pacific's
out-of~state pipe line to the distribution systems in and near
Barstow and Vietorville, the Ceorge Air Force Base and the United
tates Marine Corps installation near Nebo. This some order insiructé
od Southwest to file » resale rate. Such o rote wos filed with the
FPC on July 6, 1951 pursuant to telegraphié request of the FPC doted
June 15, 1951 preliminary to issusnce of the certificate of July 17,
1051 . referred to above. Subsequently, at Southwest's request under
letter dated February L, 1952, the Federal Power Commiésion advised,
Scuthwest by letter of February 26, 1952 that the ressle rate filing
of July 6, 1951 was being considered withdrawn. In tais some letfer
FPC 2dvised Southwest to f£ile in the future such » resole rage,
satisfactory t¢ that commission, at least 30 days prior to the

commencement of any sale for resazle.
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Res pcndent'e wztnnsu 5% ted thﬂt hms company did not
enticip%te the ﬂlo of &°s for res lc. In h1° opin&on, by FPC'
action with reuoect L0 wzthdrawal cf the orcvzcugly flled rcealc

variff, Southwcsc wes ot thms t;nc not oblmgﬁtﬁd to sell gae for
re°"lo nurpeses %o *nyone. ' ' a
The tarmff schedule and service ﬂgrecment fnled with the
~od°ral Power Commzssmun by P?lelc under wh;ch scrvxce wes first
V’rendered to Southwest contalned certain restrictions affectmng |
Scuthwest's customers rel"tlve co classes of service &nd de mly
delivery velumes which could be served. The presently effeéifﬁé
FPC toriff schedule #nd service agrecment nc longer contain such
restrictions except for e statement referring to the 25.656ﬁéu5f€“

feot per dry custumer 1t mztation rule leed by Sbuthwest wmth th:.s~

ey S

Commissien (Rule and Regulatzon Yo. 31). It was the wztnes
ceatenticn that under Pacxflc 'S effcctxve FPC tarszs Scuthwest was
under ne purchase oblx**tzon‘whzch would prcclude it from lemng

an znterrunt.ble Type rﬁtc wzth thlo Commlsszon.' Furthermor;,"in‘P
supnort of tkis contﬁrtlon, the thnoss pointed out that respondent

had gone 1) considerable lcnathe e have the lnztzal rescrlctzons s

¢

removed from Preific's FPC T2 fs in order thot Souzhwest cotld Be
» positicn to offer any and 911 clesses of service which would'
1m#rove its pu?chase load Toctor. No explanation wos offered,
however, 2s ©0 why Southwest had been willing t¢ file wgth this'
Corm;ss;on its more restrlctzve Rule and Regul&tmcn ho. 31 whereby
uhc 25,000 cublc feet per dey customer l;mx tation was ma dc Oppllc ble,
to all service rather then just %o fzrm serv;ce, ot the time of T
removel of the subject FPC tariff restrictions. Although closely

reloted to service under Schedule No. G-30, respondent’s Rule ond

Regulatien Ne. 31 is not on issue to be decided in this proceeding.
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In support ¢f the interruptidle natural gas service, filing
now suspended by thls proceecding,  Schedule Ne. 0-30 respondent
presented testimony ouxlznznr the adwvuntages £0 zt of thzs Cldss of
service, descrlptmon of the proposed 'schedule, estmmated customer,
Mef sales and revenue data to be derived therefrom, ‘the co't of
rendering the service t2 each pocentmal custemer, thc form of annual
contracy to be offered as. 2 condition of service, and che,ucillty's
curtailment policy w1tp respect thereto and to its supplier, Pacific
Gas and Electric Company.
| .Southwest has pending befcre the Federal Power Commission
a protest ;s to the levei of the 33 cents per Mef rate iﬁ pays
Pac¢ific based on the 4L0% load factor assumption used in the develop-
ment of that rate. It contends that had a 90% load factor been
':ssumed, the rate would have been approximately 26 cents per Mcf;
Xt 1s therefore anxious to‘eStablish an interruptible market as
- & means of obtaining a high load factor with which it believes it
¢an either (l) support & fate reduction or (2) ferestall the passing
on to it and its customers 2ny or all of the increase whlch Paczfzc
may receive. from ElL Pas¢ Natural Gas Cempany, Pacific's out—of-otace
supplier, in FPC Docket No. 2018.
| The form of rate schedule initially filed was asxed to be
revised by respondent to change one word in Special Conditions "1M,
the cost of gas escalator clzuse, and to correct an error. This

revised schedule was introduced as Exhibit No. 12. Except for the

escalator provicion, the form of schedule is generally not unlike




the interruptible schedules on file by other gas utilities offering
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' this''cless of service. The rates proposed therein are as follows:
R-ATES ' ' i, ve ot e . K
Commodity Charge

Per Customer per Month
Bage Eftfective
, - “RAtes™TITT Rates
First 1,000 Mef, per Mef e oe o2 LLO€ o mLL.0
Next 9,000 Mef, per Mef -« 40.0, L0 0
Next 20,000 Mcf, per Mef 39.0 39.0
Over 30,000 Mef, ner Mef . 38.0

The above effective rates are based on the average
monthly heating value per cubic foot indicated and as
set forth in Rule and Regulation No. 2(a), and a cost
to the utility of natural gas supplied by its wholesale
supplier of 23.0¢ per Mcf, as set forth in Federal Power
Commission Gas Tariff, Original. Volume No. 1 of Pacific
Gas and Electric Company, 235 amended, filed with the
Federal Power Commission. ' -

The cost'of gas escalator clause, according to respondent's
witness, is particularly applicable because of the relatively small
differential between the cost of gés and the rates proposcd. Based
on an estimated average revenue of LO cents per Mef from this c¢lass
of service, this differential is but 7 cents per Mcf oﬁt of which
the cost of unaccounted for gas, that is, gas lost through leakage
and metering inabcﬁracies, must be absorbed as well as all costs
incident %o renderihg the service. All expenses, excluding a return
on capital inveﬂted, were estimated to be about 4 cents per Mef for
interruptible service. It was thus pointed out by the witness that
the 4.75 cents per Mcef increase filed by El Paéo and applicable to .
Pacific, if passed on to this utility, would cause Southwest to
sell gas under the proposed schedule at 2 loss pending relief from ‘

this Commission if such an escalator c¢clause was not provided.
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“ It was fu her allegcd that as low a rate as was proposed
vcould not have been filed if it had not been so geared to the cost
of gas. In ue'dolng, respondent 's witness called attention to the
- fact that vhe entire cost ef gas to this company,is a regulaved
commediey subject to approval'by‘the Federal‘Power_Commissien and is
| therefore different from the cost of gas of other utilities uneer
this Commission's jurisdictioﬁ; except for the Needles arca of
Cali£0rnia-?acific Utilitics Company. This latter compan&,,ic.was
brought.out, provides for a substantially greater spreed between
rates charged for 1nterruntible service in Necdle° and its cost of
gas somewhere within the range of 35 cents upward to almost vl
dependzng upon customer usages. Slmzlarly, although vo a leaser
exvent, the nntelope Valley District rates of Southern Gallfornia
'Gas Company provide a greater differential than Southwest'* proposal.
‘Antelopc Valley is supplxed from Pacific's out-of-state pipe lmne
through an exchange agreement wmth Southern California Gas Company
wh;ch latser utility estimates its cost of gas for this opcratzon ar
’ around 27 cents per Mcf ,
. Thla clauae wmll bc 1ncludcd only because. of the. unique
'SLtuatlon exisiing. as to this particular schedule and is not to be
| cons;de;ed 25 a precedent for other cases.
_ ‘;t was cvident that the proposed wording of the cost or
mas escalator clause as contained in Speciel'éonditions T1l" was
10t entirely satisfactory te respondent. Its wiiness.stated that
there woeld be no objection to this clause being reworded so long
as the‘original inxent was retained. It was reques;ed by respondent,
however, that a revised c}ause.nqt.provide for refunds to.its
interruptible cﬁstomers‘by reason of ony refunds.which may be made
o Souehwest 2s the reSult of reduced raﬁee finally being set for
its- sueplmer by the cheral Power Commission under its rate increase
suspension procedures. ;t was claimed that making such refunds would
‘place,an undue hardship upon a utility as small 2s Southwest. From
the testimony presented, it does not appear that,euch refunds would,
. -




create any particular hardship. Presumably, such refunds to |
Southwest would be based upon‘a specific rate per Mef related %o
specific monthly purchase volumes. Inasmuch 2s respondent's
proposed escalatof ¢clause increases and decreases the rates in
each block of Schedule No. G=3C by an em&unt per Mcf jidentical
with changes in the rate it pays for gas, the amount of the refund
To each customer would be quite simple to compute. With but four
custoners initially taking service under the interruptidle schedule,
ond with 2 potential of but two more in the next five years or so,
no wnduly burdensome problem can be foresecen. Therefore, a suit-
able refund provision is included in the Special Conditions "L"

being ordered herein.

The reference in the proposed rate relative t¢ the

heating value of the gas has no significance not already stated
in its Rule and Regulation No. 2(a). Therefore, this poxrtion of
the rates should be eliminated.

Respondent's Exhibit No. ll, which supersedes similar
data submitted with its advice £iling, indicates that the proposed
rates will yiéld'additional gross amnnual revenues of 344,000 from
the four customers to take service initialiy and $70,000 when thé
two additional customers are included sometime in the future.
Corresponding expenses of F41,00C and $64,000 will provide'estimated
annual net revenues of $3,000 and‘$6,000 from the four and'six
customers, resnectively.

No capital expenditures for mains and services will be
necess2ry tvo be made 'by 'respondent 4in order to.serve the initial
four customers. However, an expénditure of %30,848 for this

purpose was made in the form of.an advance for construction by
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the Lockhart Ranch to respondent zo”coyer;tﬁe,cqst.of 3. main
extension now constructed preparatory to rendering service to

this customer. Respondent's witness indicated that it has not

been decided whether or not Southwest would cventually pay for

and assume ownership of this main. . Expenses incident to the

| operation and maintenance of this main, including depreciation

and ad valorem taxes, are inecluded in respondent's expense estimate.
But QBOO in capital expenditures for mains and services will be
required to serve the additional two prospective.customers.

The form of contract being.contemplated in.connection
| with Special Conditions "5" of the proposed tariff was offered
for information. Respondent's witness indicated that its content
had not been finally decided upon but an .appropriate contract form
would be filed by advice letter prior to rendering service under
the proposed interruptible schedule. ‘ _

The curtailmgnt policy to be applied to the proposed
interruptible service was outlined. Respondent maintained the
position that the contractual obligation with its supplier permitted
it to demand up to the following daily volumes .for its utility
operstion:

| Maximum Daily

Contract Quantity

During Calendar Year (Cubie Feet )’

1652 - 3,500,000

1953 5,000,000
1954 and therealfter 7,000,000

* Quantities include deliveries to both
Victorville and Barstow service areas.
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These volumes, eccordlng te the wmtneuq; werc 1n1tially requcsced

before the FederalvPower Commi sion for the eurpOaa of evenzually

making large znterruptible sales, such a3 are now contempldtod o

.

better the system loed’ factor and’ to mnkc nhe moac economical use;

.p-;l’y

£ the utilivy facilities. From the pomnt of eunply, curtazlment

would ‘therefore only be required if SOuthwcSt" dazly demands

-
A

exceeded the above contractual’ purchase vclumes. Curtazlment to

meet’inadequate transmission or dlstrzbutmon lxne capaczty nght
also be required from time to time. ° Curtailment from both causes

would be adninistered to requmre comblete shux-off of 1nzerrupﬁzble

customers if warranted or, if the excessive system demand dzd not
require compleve shut~off, the remaining supply would be distrlbuted

in'2s equitable a manner.as operat;onbvwould permlt. Althou&hua”

modifiéd’ rotation curtailment method was desired, the exact details

had not~yet been worked out. ' ' &:_eu.,

Under the foregoing policy, ne rccognzt;on would be rzven
N T SR ¢ T )

%0 .the effect it m;ght 'have upon the' customers of the suppl;er,w.:,

Pacific Gas and Electric Company.” The thness was not at all

et 2 - B /’ b,

. I'w VLA ks

¢”«ve T8&;, however; to hoving SOuthwest's ;nterfhptlblc customers

.“,-‘: Alh et

equitably integrated with Pacmflc s for the purpose of curtailment
should this Commission desire such a procedure in the 1ntercst of

uniformity of customer treatment through the state or the twe,,,, -

P
-

utility systems. In working out °uch en mntercompany curtamlmenm

- ‘p

vlan or agreement,  respondent'’s w:tne s exoressed a deszre that

°uch be done with the advice of this Commlssmon's staff.
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No one ob;ected to the service to bc rendcred by

Schedule No. ¢-30, nor to the level of rate; or cond:tzons of

Chor

‘e

servzco proposed therc*n. The Calmfornma Mznufacturers Assoczatlon
went’ on record by’ gpeclfzcally stotlng that 1t nad no obgectzcn to
a gas’ utmlmty orotcctzng 1tsclf through a cost of gas cscalatcr ,

clause, such’'as reupondent propo,cd. o

S ey

ORDER

Southwest Gas Corporatmon; Ltd., having uubmztted its
v~ Schedule No. G-BO by 125 Advice Letter No. 28, this Commxsszon
hevnng on its ‘owrd motion suspended the effcctlve date of said
sehedule, a public hear*ng having been held, the mgttér havang

been submitted and now being ready for deczs;on,

| “'IT 'IS HEREBY FOUND AS FACT that the nrovisions cf
said Schedule Vo.CkBOVre ungust and unreasonablc %0 the cxtent
that they differ from thoee in Exhzbzt A attached o and nade a

vart of this order, and it ET) further found that the provms;ons

-,

.

of the schedule as set forth 1n Exhibzt A actached hereto are

l -
Lo ] At

just and reasonable,
‘7T IS HEREBY' ORDERED:

1. That the suspcnsxon of Tariff Sheets Nos. 93-G to 95-G,
. inclusive, covering.Schedule.No. C=30, Interruptidble .-,
Natural Gas Service, .be 2nd it 15 hercby made pcrmanent.

That Southwest Gas Corporatzon, Ltd.,wmth;n ten (lO)
days from and after the effective date .of this order . .
shall *1le, t0 be made cffect;ve .on not. les, than,five (5)

RN B
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days' notice, the Schedule No. G=30, Interruptible
Natural Gas Service, set forth in Exhibit A attached
‘hereto.

The effective date of this order shall be twenty (20)

days from and after ihz'dhte'heregf, :
Dated at /vé"] Lbaccio &2, California, this ("’/ |
45y of (QgZodue _, 1952

A N

resident. \|
%ﬁﬂ/ﬁn .2_ |

Commissioners.




Schedule No, CG~30
INTERRUPTIBLE NATURAL GAS SERVICE

APPLICABILITY

" “Applicable, cubject 4o Interruptions in oupply, as provided in specinl
“conditlions ‘Yelow, to matural gos service to commercial or industrial customers,
- where-suchicustomers are located noar existing mains having a delivery capoacity

and: supply in excess of the' then existing requirements of firm customers. '

/

TERRITORY

Within the " fncorporated linits of Barstow, in the community of Vietorville,
and in the adjacent territory of'San Bermardino County. )

RATES

. "Per. Custemen- per Month
- Cormmodity Charge: - . Base.Rates .. Effective.Rates

iFirst 1,000 Mef, per Mcf Lo, . .-.-. . HLLOf “: LL.0f
Next 9,000-Mef, per Mef . ., . . .. k0.0 2 %e.0

i Next £0,000'Mef, per'Mcf 739.0 ¥ 39.0
- Qver 30,000 Mef, perMef . . . .. .. 38.0 " 38.0

’ The "above ‘effective rates are-based on & cost to thic utility of maturel
' gas supplied by 1tg’wholesale supplier of 33.0f ‘per Mef, as .set forth in

" ‘Federal Power Commission Ces Teriff, Original Volume No. 1 of Pacific Gos and
Electric Cempony, s amended, filed with the Federal 'Power Commicsion.

Micimm Charge:

$100 per moptd, accumilative anmually,

- SPECIAL CONDITIONS

- de- No change in the effective rates wader thic schedule will ocour - cs
the cost of natural gas purchased by this utility shall be bel::lgrgzgu;munle“
33.0¢ per Mef. Whenever the cost of gas shall vary from 33.04 per Mef, ‘the
oflective rates shall change accordingly by an identical amount and ro such
chango will ocewr unless and until a change in said cost of ga3 shall have been
properly f£iled and made offective by the Federal: Power Cormiscion.




. EXHIBIT A
Page 2 of 3

Schedulo No. G-30

TICE

INTERROPTIEIE NATORAL, GAS ST
SPECIAL, CONDITIONS (Comt'd)

- Whon & change in the cost of gas ocours, this Company shull submit
to the California Public Utilities Commission, vithin a pericd 'of fiftoon (15)
. Quys, an advice letter and appropriate tariff shects setting forth the pew
effoctive rates, and accompanied by an affidavit of such change in tho cozt
-of gas. The new rates shall be effoctive on o1} regular meter readings taken
, OB or after the thirtieth (30th) day following cuch change in the cost of gas,
:w/’ Upon authorlzation by the California Public Utdlities Cosmission.

Ay rate wnder which this Company shall buy its mas which is mode
effective by the Federal Power Commission under the provision of Section 4 (e)
o the Naotural Gas Aet shall be the basis of determining the effective rates
under this schedule; provided, thav when the fimally determined rate under
this procedure 45 approved ond made affective by the Federal Power Commiczcion,
that rate sball be the basis of determining the effective rates under this.
schedule retrosctively to the effective date thereof. Refunds shall be made
by this Company to anyone billed Tor service rendered under this schodile by
the amount of the difference in monthly billings computed under esch such set
~of rates as moy have been 4in effeet for the same period, suck refunds 4o be
mode within thirty (30) days following the effective dnte of the finally deter- -

ained effective rates under this sebedule due to the aforesaid Federal Power
cOmmi;sion procedure,

2. Service under this schedule .4s subject to discontinusnce without
aotice ix case of an actual or threatened shortage of natural 886, whether due
Lo Insufficlent supply or to inadequate transmission or delivery capecity
facilities of ecither this Company or 1ts wholesale supplier. This Company will

ROt be lisdle for damages oceasioned by interruption or discomtimuance of gere
vice supplied under thie cchedule,

3. In the event that it i=

Decensary to discontinue service under this
Schedule, the commodity ¢harge

and the minimum charge will be rrorated on the
besis of the rotio of the number of days on which service was availeble to the
sumber of deys in the bLlling peried. For this purpese service will be conside.

sred available if curtailed by the Company lecs than cight (8) hewrs in any
rarticular day.

4, No custemer shall be entitled to service hereunder for new or addition-

- al equirment unless adequate standby equipment and fuel shell have Joeen Lirct
rrovided therefor, said Stonddy Tacilitics to be resdy ot all times for immediate

operation In the event that ‘the supply of gas hereunder shall be particlly or
totally curtailed.

5. A contract covering the fuel requirements

of the customer during the
operation of his plant or establishment » Tor & pers

od of at least one (1) year,




EXEIBIT A
Page 3'of 3

Schedule No. G-30

INTERRUPTYBLE NATURAL GAS. SERVICE

SPECYIAL CONDITIONS (Cont'd)

will de required sas a condition precedent to service under this cchedule, and
shall contirue in force and effect thereafter from year to year until either
tae Company or the customer shall give the other thirty (30) doys' written
notice of a desire to terminate the seme, whereupon at the explration of sald
thirty (30) days 1t chall ccace and texrminate. I the custemer permanently
ceases operations, suck contract chall not thereafter continue in force., I
the effective rates bereunder are increased by operation of the esealator
clouse, the customer may at his option and for this reason alone, “texminate
such contract at any time within thirty (30) days from the date of any such
inerease by giving notice as aforesaid.




