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D~ci::;i<Jn No. 47992 

------
BEFORE TF..E PUBLIC UTILITIES COMMI,',SION OF THE STATE OF CALI?ORNL\ 

In tho M~ttcr or the A,plication of ) 
Southorn Californi~ Gas Com,any tor ) 
a. general increa30 in gas rates ) Application No. ,,700 
under Section 454 of the pUblic ) 
Utilities Code.. ) 

(A 11~t of Appearances nnd Witnozscc 
1s appended hereto as Attachmont 1) 

OPINION AND ORDER 

southern Calit'orn:tn Ga~ Co~:,a.ny, operating a public 'Ut1lity 

gas system in the southern portion of tho State of Cn11~ornia, filed 

the above-ontitled application on Auguot 29, 1952, ~eoking an annual 

increase in g~s rateD ~ecauoe of a pending 1ncrea~e in tho cost o! 

out-of-state e~s to become er:ect1ve January 1, 1953. After duo notice 

a public hearing wns held on this app11c~tion on November 19, 1952 

before Commis$ioner Harold 1'. I{ul= and EXaminer M. W. Edwards at 

Lo~ Ang~le~. At the hearing applicant ~~ended the sP?11cat1on to 

conform to proof adduced during tho he~ring &nd now re~ue3ts an 

incroase of ~P4,946 ,000 based on the 1952 level or out-of-~to.te gas 

purcMscs. 

Applicant'S Position 

A?l'licnnt estima.too that during the year 1953 6,.5% or 
its gas supply will be obtained from out-of-$tato zourco~. Such 

, 

out-or-stato go.~ is purchased fro~ the El Paso Natural Gao company 

o.t rate:; which o.re SUbJect to regu~at1on by tho Federa.l' Povler 

Cor.J.soion.. The El Paso Com,o.ny filed incroa::ed ro.tco to beccme 

effective August 1, 1952 (D~cket G-2018). The Federal Power 

Commission ::u::pcnded the rate r;t1ing, 'out applicant antie1pa.t(~$ ,tMt 

such higher ratos will become o~tectivo January 1, 1953 under bond, 

pursuant to the provisions of Section 4(0) or the Natural Ga.s Act. 
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In e~:e tho Feder~l Power COmmicsion at ~ome later date doterminoc 

th~t tho rat~s filed by the El Paso Company aro hi~~er thAn wnrrantod, 

n refund mAY bo ordered. 

A~ compar0d to the currently effective r~te$ for gas 

purchoscd trom El ,Paso N~tural G:~~ Com,any by ~PFlicant, the"de~nd 

chargo Vlill "bo increased from (~1.48 to $1.62 por Mct or daily maximum 

demo.nd or 9.5% an.d tho eommodity cho.rgo from 12 conts to 16 conts 

per Met or ,}.,%. At 100% load tactor tho, com,osite ra'to 1ncrc{~so ie 

4.h6 cents ,er Mct at the contract pressure base of 14.9 psi and o.t 

a prc:-;surc once of 14.?~ p:-;i tho equivalent increase is 4.41 cents por 

Mct, or 26.5%'. Bo.:Jcd upon the 1952 l~vol of gas purchu~(Js, a.pplicnnt's 

cost of: gn.: would 'be incroasod by ~,9h6,ooo per yotJ.r. This o.mC'unt 

applicant propooes to rocover trom its rotail cuctomors by mean:; of 

an otfsot rate incroaso ot 2.429 conts por Mct against ~ll go.c usod by 

such retn1l customors. Applicantfs pocition in this proceoding is 

thAt it i:: soel..:ing only to rocover promptly tho increo.:;Jod costs of 

out-ot-otate gas und no additi~)nal onrnings, but is dep~~ding upon 

anoth~r rat~ caso under A~911e~tion No. ,2675 to cbtain an 1mprovcm~nt 

in earning position. 

N~ture of Evidenco 

Evidonce was otfered by o.p:;:>licnnt and tme ot the interested 

p~rtics. In addition, the COmmissionTs st~~t and represont~t1vo$ 

of cert~in of the intQr~st0d parties o.s not forth in tho list ct 

~~peuro.nc~s mo.d0 ~ro.l stntomonts and cross-oxo.mined tho witnessos. . . 
Tho exh1bi ts prcscntod by thr.: ecmpa.ny shewed tho en.s pr.icQS 7 s,upply 

roquiromcnts, dovclc,mcnt or nn cffsot rn.to, dov~loprnent of a rofund 

formuln, nnd application of the refund f~rmuln (in case r~rund3 arc 

ordored.).. Th0 current level c.'f oarnings h..'lS beon d.ovolc~o'd in tho 
! 

r(:cord of Applico.tlr.,n No. ,2675 which ho.s boon mAde a part; of tho 

rcccrd in this procooding by rGfcro~co. Also tho effoct ot n rovised 

r~tc no ~t Janu~r1 1, 1953 on a 1urge wholo~n1~ contr~ct with the 
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~hcwn.. A ro,::r:-0s0nto.ti vc 'tv'!' tho CCt.l1.t\.;rnitl. Mo.nui'o.cturors Ass<,'oitl.t1I,,;n 

prc::ontod ~n exhibit c . .;nto.in5.ng an o.no.lys1s or the ol)mpo.ny tz prcpcsod 

surcho.rges nnd D. dcterminntion of ::urcho.r3c:: t(,r regular interruptiblo 

cust~mors excluding domand CQst~. 

Earn1n~s P~sition 

Currontly D.pplico.ntfs earning position is bolClw:;l levol 

fcund to bo fnir and roo.oono.blc by tho COmmission 0.0 0. rosult of tho 

prcccodings under Ap,lic£'lt1vn ,2675. By a s0~arnt0 decision undor 

tr~t ~pplicat:tcn number the Commission is re:t~r1ng thc onrn1ng 

'P',;wc'!: ~r tho S~uthcrn Cc.1ifcrnio. Gas Ccm!'o.ny to 0. levol ot 5.855& 

rato ot return. In that docioion no 0.110\',o.nco has 'boon mo.do !'<)r tho 

incroo.sed ClJst I)t out-<:,t-sto.te go.s wh.ich is boing cons·idorod in tho 

insto.nt opini~n and erder. 

Ro.to Offset Prc~oso.l 
t ..... 

App1ico.nt shews its motheds ot dovolopmont or o.n vtfsot 

rnto tc recover tho El POoso inCre0.59 ot 4.41 cents por Mct in 

T~blc No. , ct ~~1bit Ne. 6-B o.s fo11~wo: . 

1. El POose,. !JurcMzcs (1952) 

2. T~t~l ineronoe t~ be roc~ve~~d fr~m 
rot0011 eustr.:.mers 112,1.48,000 Met 
~t 4.41¢ . 

;.. Estimo.ted 195; reto.1l salos 

4·.. Offset rc.to $4.7946,000/20;7589,000 

.. 
112 7148;·000 Met 

20;,,589,000 Mer 

2.429 ¢ por ~i!ct 

A:!?l,l1co.n"t f::: propoz~l Cit =. unif.;rm offset ra.to to .0.11 

clo.sscs \'Inz cpposod by the Ca11t\rn1o. Mo.nuto.etu:'or:: Association. 

Tho rcprosonto.tive or the nssoe1ation pro~cntcd Exhibit NVe 7-B 
in sub=tn.nti~ti~n ·~r ~n offset ra.to fo.:.r rog~lCl.r intorrupt1'blc sorvico 

<;f 1-.973 conts por Met, instca.d cf 2 .. 429 conts. Such lOVler ro..tc1::: 

predieo.tod cn the a.s:::umpt1<..n that nl,jno of thG demand ehArgo shwuld 'bo 

assessed ~go.inst tho interruptible e1a.ss • 
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. A-;,700 
MM • • 

Ccuns.::l i:~r the City of to:: A!)geles opposed the showing 

by tho California Mllnut'o.cturer::: Association. He to¢k tho po::1tion 
. 

that the formula propo~ed by the association gros::ly discriminated . \ . 

againzt the firm customer:. His reas~n1ng wn~ that the increased 

cost cf gas i~ primarily due to the increa::o in tho field cozt of 

gas, that i::, the commodity cost, and that it is obviously unfair 

to burden the firm customer:: with the demand surcharge 1n addition 

to a commodity ~UX'charge 'tnd y~t levy only 0. com.-nod1 ty surcharge 

againzt inte~ruptible industr1al customor:::. Counsel cont~nd= that 

whore the Toxa.: Pipoline is operated at almo~t 100 per cent capacity, 

1a.rge quanti tie::: of out-ot-state Sa.s o.l"~ uoe·,~:. by the intorruptible 

class. 

It Ilppe~s to tho Commisoion that under such condition:: the 

interruptible service croates a part of the demand tor out-or-state 
-... 

gas and that there are not any orr-peak PGriod~ 1n the Toxa: linG 

doliveric: when the interruptiblo class could take out-of-stato gas 

without creating :ome demand. 

p~cir1c Gas and Electric Contr~ct 

During the f1r:!lt few yoars of the contro.ctporiod for 

taking out-or-state gas, the applicant improvod it: ability to c~rry 

out its commitments by selling large block~ of in-state gas to 

pacific Gao and Electric Company. The contract with Paoific Ga5. and 

ElectriC COl':l!'o.ny expire::: Septl:'>:nber 30, 195, and app11co.nt docs not 

intend to renew it. Applicant proposeo to ~end tho Po.c1!'1c Cas 

~nd Electric Ccmp~ny contract st~rt1ng January 1, 195, 1n =uch mAnner 

as to roduce the priority and quantity of gus avail~bl~ to Po.c1f1c 

if the rate tor such go.s 13 .not increa.sod. Tho offect or this ~cnd­

mcnt will be to ~kc moro go.s o.v~11ablo· to tho intorruptiblo customers. 

Such o.m~ndm~nt is. boing uuthorized by 0. sopo.ro.to docision, boing 

the .first 3upplcmcnta.l ordor undor Application No .. 28652. 
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Th~ C~litorni~ ~~cutacturors Association $t~tod that th¢ 

o.pplico.nt will realizo ~ net go.ln on the salcs tro.ntitorrod trom 

Pucitlc Co.a nnd Eloctric Com~~nj to rogular intorruptiblo c~stcmor~ 

nnd can recover its lo~s on s~ch sales without 0. surc~rso~· The 

npplico.nt contond.od th~t zuch increo.so i~ smo.ll o.nd will Co more 

than o:t:'tsot by the eost ot tho incr~:.sod volumo 01' out-ot.-st,o.to go.:; 

takon in 195, ccmpo.rod to tho 1952 purcb.a.scs on which ito CO:Jt 

increasos nro bo.sod. Furthermore, como ot tho tro.nstorrod go.s will 

be sold to sto~-olcetrlc customors at rates which o.ro lowor thAn 

the rogul~r intorruptiblo ro.tos. 

Counsel r~r tho City 01' Los Angeles st~tod tho.t tho 

interruptible cust~m6rs :hould make up tho full los: thAt mAY bo 

due to tho proposed moditico.tion ot tho Pacific Go.$ o.nd Eloctric 

Compo.ny contro.ct. It Wo.s his impression that the end rosult produc0d 

by tho ccmpo.ny7s ,rcpo~o.l would be roo.scn~blG, equitable ~nd pr~ctieAl. 

Refund Plan 

In the event thAt 0. retund is ordorod ~t soma timo in tho 

tuturo by the Fedor~l P~wor Commis~ion~ ap~lieo.nt presontod in 

Exhibit No. 6·B ~ rotund formula. The intont at tho plnn proposed 

is that the applic~nt will retund ~ll o.mounts eolloct¢d trom 

custCnlors c;,vor and ~b~V0 the r1n~1 ro.to 1neroCl.so per Met allowod by 

the P(ldero.l ?(.wcr Cc..n".:1lis~ion to El Fuso Naturo.l Gll~ COl'tll'o.ny ~pplio<i 

to tl1e 1952 purcht.:::e vlilumcs. App11c~nt propc:Jez tho.t the o.mounts 

refunded tc cust ... mers will refloct the longth o'! tho oftaot rate 

colloction peri~d, interc~t received o.nd refund ccats. Tho period 

curing which tho rofund is eo.lculc.tcd 1::: tho so.me AS thAt ovor which 

incrcf.l.soc! c~sts 'j'! :81 ::?o.:o t.~o.o :::ho.ll bo c(;lloet<:ld. In other words I 

tho period shall Cvmlnoneo with the o!':t:oct1vo do.to or incroo.sed rutos 

csto.b11shcd by tho CommisSion in evmp~nso.t1cn t~r tho El Paso incroCl.so , 

o.nd tho torm1no.t1~n do.to ·oh..'lll bCl ~s dotermined from tho ordor of tho 

F'edorn.l ?fJwor Cvmrniss10n in tho El Po.sv ro.to proeoodi:'lg .• 
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Tht;) r·.rmulo. is dcvelo?cd in ?o.:r.t IV uf Exhibit N\:. 6-13 

o.nc. an illustrs. ti vc o,Xo.mplo is shc."m en 'l'nb1e 4. Fer purpose' of 

1l1ustra.ticn~ app'lico.nt assumed 0. on0 co'nt per Met :."efund from. 

El p~sc o.nd determined th~t the unit refund por Met of rot~1l z~los 

wculd b~ ~s tol1~ws: 

6 mvnths ending June, 195, O.60¢ per Mct 
12 m~nths ending Doc~mber7 1953 O.51¢ por Met 
18 mi...nt:o.s ending June, 1954 . O.61¢ p0r Mct 

If the rotund is mere ~r loss thAn cne cent por Mct !'r~m tho E1 pa.so 

c~mpo.ny, the roto.il rei\md in Cal1fornio. o.lso would vary. VJhen 

applied t~ a. typical g~nora.l sorv1c0 dcmostic customer, tho above 

retund ro.tes would o.m .... unt to $0.27, $0.,7, o.nd $0.66 tor tho threo 

period:::, respoctivoly. Under such o.ssumptiontho not,inc'rea.se, to 

~ the genero.1 ~orvico dcmoctic custvmer after refund would be 

$0.82, :i~1.,8 o.nd ~~1.95, rospective1y, f,,,r the throe periods. 

\ 
One .:,f a.pplica.nt' s wi tno:lsos, goncl'a.l supervisor or 

cust~~er o.cecunting, sto.~d tha.t in his opinion the lonst oxponsivo 

methcd ~f c-.)llocting th~ off~ct ro.to ::mel po.ying refunds i.o the uno 

which b~s~s tho offoet c~rgc ~nd r~i'unds vn a. flat unit rnte ; 

rc;:l~ted t..:. the: V.:1UI:l0 of go.s used. Such a :r.lcthod would pormi't 

o.pplicunt tc use ito ~x1sting rcccrds t~ maintain tho inf~r.mAt1~n 

fJr oach individu~l customor and ~nly uno c~lculo.ti~n w~uld bo 

required rogardloo~ ~f.th~ period cuvcrod. He propo~ed to add the 

offsot cho.rge uniformly to all cU$tcmor~rognrdless of the ra.te 

schedule and regardless of the rate block. ' If the total usage 

billed at rates which include the orfeot' charge result.o 'in an ~ount 

gre,ator than the m.inim'W'll, then the cuct~mer would bo charged for 

'actual uso,ge. No refunds would be made> on gao billed under tho 

m1ni.'1lu.."Il charge becaus e no o:t:'!'oet charge woulc. bo applied to such 

billings. 

Applicant proposed to file rovioed preliminary statements 

to rules and rogulation::: to place the ,Ublic on notice that a flat 
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price per :I[c£ ho.c 'been added to all rotail r.!lte ,sched.ulez.· Hcwever, 

the Commission will require that all tariff:;: 00 rctiled. Propor 

notice will be enclosod with tho bill rendered to CU$tomer$ during 

the first billing cycle after the effectivo dato of the rato incre~se. 

On closed accvunt~ when rofunds amount to less than 12 conts, it 

propose:: tho.t no refund:;: '00 made and that an,,! !"efundo equal to 1, 

cents but not over 25 cent$ '00 made in th~ amount of 25 conts. It 

~roposes to refund on an activ~ account oy crodits o.gainst ~turo 

usago. On closed accoun.ts it' propooos to preparo a check-lose 

deductions fvr any un~o.id closing bills. Any bnlanco created by 

applicant's in~bility to delivor chocks and by chocks unco.shcd aftor 

one year, ~pplicant proposes to refund to 0.11 active gonoral sorvico 

and commercial cu~tvm0rs by o.n o.ppropriate unit discount appliod to: 

one monthT:; bill or such othel' proceduro 5.::: the Commission m:;.y ordor. 

Applico.nt's refunding plo.n in gcno:oo.l o.ppo~r!l roa.so~ble 

except ror 1ts proposal to ~djuzt for its r0funding costs. It ~y 

bo that tho Federal Pcwor Co~~i~s1on will require tho El paso company 

to bear ~pplic~ntTs cost of rofunding to rot~11 customors. Such 

difference as eXists betwoen the cost of ~king the rctunde and tho 

allowanco providod by the Federal power COmmission mo.y bo taken out 

of the balance croated by applicant'e inability to deliver eh~ck:~ 

and uncashed checks. 

Conclusion 

After reviewing all of the evidence of record and statements 

by interestod parties, it is our opinion that applicant'S earnings 

will not be sufficient to o.b~orb the increase in cost of out-oi'-::to.te 

gas without a corresponding offset rate increase in Ca.lifornia and 

that an order should be iz~ued in goncrul authorizing applicant's 

proposal. The ~roposed plan for treatment of the offset rate and 

refunds should not doduct tho co::;t of mo.l(ing refunds trom the amount 

to bo refundod but rathor from tho unrcfundable balanc~. 
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In our opinion the interruptible rates nfter the full 

~urcha.rge authorizod herein will not bo in exce~:: of FJ. levol that 

will move the gac in cornpetition with other form:: ot ruel, principally 

fuel oil. Inacmuch ~= the ap~licant may realize come small g~in 

from the transfer of tho 00.10:: from P~cit1c Ga~ and Electric Company 

to tho interruptible customer::, the propo~od ott~et rate of 2.1+29 

cent: per Mcr will be rounded down to 2.4 conto. The o:timate: 

upon which the 2.429 cent rate i~ computed involved many variables 

a.nd it i: our concluoion thAt the rato of 2.4 conts i: rea:onably 

accurate and cons1~tent with the probable accuracy of the estimates. 

o R D E R _,IIoIIIN __ _ 

~outhern California Ga.::: Cornpany having a.pplied to this 

Co~icsicn for an order authorizing incroa:::os in rates and charges 

for natural gas cerviec, public hea.ring: having been held, the 

matter having been submitted and being ready tor doci:::ion, 

IT IS HEREBY FOUND AS A FACT that the increasos in rates 

and charges authorized heroin arc justifiod and that preoont ratO$, 

in ~o far cs they ditfer from th03C horein pre:cribed for the future, 

are unju~t and unroasonable; thereforo; 

IT IS ORDERED AS FOLLOWS: 

1. Applicant is authorizod and diroctod to file 

in quadruplicato with th1~ Comm1ssion after the 

effective dato of this ordGr, in conformity 

with Gcner~l Order No. 96, ~ rovised preliminary 

statement ~= ?ro~osod by applicant nnd revised 

~chod~ .. les of :oatos which include a ·cost of gas 

offset rato increase or 2.4 cents por Met, and, 

after not lass than five (5) day::T notico to 

thin Commission ~nd to the public, to make 

- 8 -



A-,3700 
MM • • 

saie. l:'~tes effoctivo tor sorvice rondorod 

en and ~tter J~nuary 1, 195,. Inacmuch as 

this riling is authorized ~t tho s~~e tim~ 

as the filing authorized by tho t1n~1 

dQcision undor A~p1ic~tion No. ,2675, 

~pplic~nt is ~uthoriz~d to includo 1n such 

filing th~ ott$ot rute authorized hC~0in. 

2. Applicnnt shall keep such records or salos 

to custcmers during the eftectivo period 

of this cost of ~as orrs~t rate as will 
~, 

cn~b10 it to dot<:>rmin.;, roadily ti:-c toto.l 

orts~t char go and tho total rofund that ~y 

be due, it nny, to each customer. 

;. Applico.nt shall doterminc rofttnds by the 

formula cont~1ncd in Exhibit No. 6-B oxcept 

thnt the cost ~r refunding shall not bo 

doducted in determining the o.~ount ot tho 

refund. Any unrecovored portion of the 

~pplicant'S cost 01' making refunds which tho 

El pr.l.!lo Natura.l Gas Com,o.ny doe~1 not PD.;! a.s 

refunding order shall be taken from any 

balance created by applico.nt's ino.b1lity to 

deli vor check:;: /lnd by chocl{s unea3hed atter 

one "leo:!:'. 

4. After determination, refunds shllll be made in 

the manner propo3ed by o.pplicant in th13 

proceeding. 

- 9 -



o.i'ter the 

day of 

• • 
,. Upon the final ~cc1~1on in thi: matter by 

the Federal Fewer Commission, applicant shnll 

file ~ zupplomentcl ~pplicat1on herein con­

taining its proposed pormanont rate offsot plan 

for final determination and ~uthorizat1on by 

th.1s Commission. 

6. Applicant ~hAll not offect ~ny offset rate 

charges prior to the date increases mAY become 

eftoet1ve in its cost of out-of-state gn~. 

The effoct1vo date ot thi: order shall be twonty (20) days 

date hereof. ~ 

Do.?lo.t (PI'~c.;z,44<"~ _, 
rCZ~a:11J!';" / , 1952. 
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ATTACI-t-1ENT 1 

LIST OF APPEAP~NCES 

For Applic~t: .T..:r.. ReYnolds :md Ho.rry P.. totton, :Ir .. 
'., 

Intcrc'sted Parties: City of Los Angeles, by Rog0I' A'rno'bcr,?;h, TaW M. 
Chubb o.nd Robert Rus!::cll; C1 ty of Pc.!io.dcnc.,by Clo::-encc P •• \':inder; 
C.a.liforni:l H~nUfactu:rcrs f.:..::sociatiol"l, by Goorze D. Rives of Brobeck, 
Phlegcr:& Harrison; Southerp Cc..lii"ornia Edison Comp~ny by Bruce 
Rcnwick, J .. F. Dn.vcnport, v!. H .. $cmn::-.n ond R. J. CD-hall; Cc.l1for:01o. 
Farm ,B"al"co.u Federo.tlon, by J. J'. Deuel; 11th l'Jo.val Dlstrict, Lcgo.1 
O:rricc~ by Commander J. N. Be~tlctlr:tmp, Jr.; Sccrctcry of·thc~Army 
ond"FcCl.cral Executive Agencies, Sixth l..:rmy Area by o. G. Cook,; 
S:l."l Diego Gas :md Electric Compc.ny, by Shcrm~n Ch1,cker1.n:; or ' 
Chickering ~d Gregory; ExchAnge Oro.ngc Products Comp~ny, by w. D. 
M~cKaZ· . 

, , 

Other Appeo.ro.nccs: vln.lter B. tJlcssclls o.nd 130ris L .. ~,kust:t for tho 
Commfss1ont s sto.rr. 

YST OF WITNESSES 
.' .. 

Evidence wo.~'presented· on "ooha.lt 01.' o.pp1icc.nt 'by: 'Arth'Ul" F ~ Bridge . , 
(gen~rtll sto.tcment)i R. 11. Bauer (go.s supply, reouirements,: sZlles), 
w. J. Hcrrmo.n (dove opment of offsct.ro.tc ~d refund form~a), 
Josoph ,\'1 ~ Vrulicr (refund pl~), \of. ~·f. J"c.cob,s (ruel oil ~ricc d~ttl). 

v' Evidence ~s"'prc::;,cnted on 'bcha.lf oi" tho[£alifornia r.!anu£'acturers 
Azsociati0!1 by Homer R. Ross. 
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