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Decision No. 47992 , @RH@EML

2EFORZ THZ PUBLiC UTILITIES COMMI..SION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

Southern California Gas Company for

a general inecrease In gas raves Application No. 33700
under Section LS4 of the Public

Utilities Code.

(A lict of Appearances and Witnesses
is appended hereto as Attachmont 1)

OPINION AND ORDER

Southern California Gas Company, operating a public utility
gas system in the southern portion of tho State of Californias, filed
the above-cntitled application on August 29, 1952, secking an annual
snerease in gas rates Because of a pending increase in the cost of
out-of-state gas to become effective January 1, 1953, After due notice
a public hearing was held on this application on November 19, 1952
velfore Commisslioner Harold P. Huls and Examiner M. W. Edwards at
Los Angeles. At the hearing applicant amended the application to
conform to proof adduced during the hearing &and now requests an
incroﬁse of #l.,946,000 based on the 1952 lovel of out-of-state gas
purchascs.

Avplicant 's Position

.Applicant ostimates that during the year 1953 6%.5% of
its gas supply will be obfained from out-cf-state sourcoes. 3uch
out~of-state gas is5 purchasced from the EL Paso Natural éas Company
5t rates which arc subject to regulation by the cheral:?ower
Commission, The El Paso Company filed incroased rates to beceme
effoctive August 1, 1952 (Docket ¢-2018). The Federal %ower
Commission suspended the rate filing, but applicant anticipates ;hat
such higher rates will become offective January 1, 1993 under bghd,

purzuant to the provisions of Section L(e) of tho Natural Gas Act.
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In case tho Federal Power Commission at some luter date dotermines
that tho rates filed by the El Paso Company aro higher than worrantod,
8 refund may bo ordered.

As compared to the curreatly effective rates for gos
purchased from El Paso Natural Gas Company by applicant, the demand
chﬁrgc will bo Incroased from AL.48 to $1.62 por Mef of daily maximum
demand or 9.5% and the commedity chargo from 12 conts to 16 conts
per Mef or 33.%%. At 1007 load factor the COmMPOSite rato inereaso 4is
L.lib cents per Mef at the contract pressure base of 1Ui.9 psi and at
& pressure base of 1lL.7% psi tho equivalent ineroase 4is L.yl conts por
Mef, or 26.5%5. Based upon the 1952 level of gas purchuses, applicant's
cost of gas would he ineroasod by %4,9.6,000 per year. This ameunt
applicant propoces to rocover from L1ts rotail customoers by mean:s of
an offset rate incroase of 2.429 cents por Mef against all gas usod by
such retall customors. Applicant's position in this procceding is
that 1t is secking only to rocover promptly the incroassd costs of
out-of-state gas and no additional earnings, but is depeﬁding upon
another rate case undor Application No. 32675 to cbtain an improvemeont
in earning position.

Nature ¢f Tvidonco

Evidence was offered by applicant and vone of the intercested
parties., In additich, the Commission's staff and represontatives
ef certain of the interosted partics as sot forth in tho 1ist of
appearances‘mado cral statoments and cross~cxamined the witnesses.
The oxhidlits presented by the cempany shewed the gas prices, supply
roquirements, dovelonment ¢f an cffsct rate, dovelopment of a rofund

formula, and applicaticn of the refund furmula (in case refunds aro

crdered). Tho curront level of carnings has been dovelonod 4in tho

record of Applicatiocn No. 32675 which has been made a part of tho
recerd Ln this precoeding by referoace. Also tho effoct of o rovised

rate as ol Janwary L1, 1953 on a lorge wholosale contract with thoe
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Paclilic Gas and Electric Company due to cxpire Soptomber 30, 1952 was

shewns A reprogentative for the Califurania Manufacturors Asscelaticn

»resonted an exhivit containing an analysis of the company's proepesed

surcharges and a determination of swurcharges for regular interruptibdlo
custemors excluding dumand costs.

Earnings Pusition

Currontly applicant rs earning pesition Lz belew a leveld
found to bo fair and reasonable by tho Commlssion as a rosult of the
- preceodings undor Apnplicativn %2675. By a senarate decision under
that upplicafion number the Cormmission is restoring the corning
puwer of tho Scuthern Califcrnia Gas Ccmpany to a level of 5.85%
rate of return. In that docision no allowanco has been mado for tho
increoased cust ol out-cf-state gas which is being considored in the
instant opinion and crder.

Rato Offset Prevosal

Applicant shcows its motheds of dovelopmont ¢f an ¢ffset

rate tc reccver the E1 Pase inereasc of L.Ll cents por Mef in

Table Noe 3 of Exhibit Ne. 63 as follows:
El Pasc purchases (1952) llZ,lhB{bOO Nef

Tetal inercagse to he rocovered from

rotall customers 112 lh8 000 Mef
at L.lle $¢,9L;6 000 /Md

BEstimated 195% retail salos 203,589,000 Mcf
Offset rate $L,946,000/20%,589,000 2.429 4 por Nef
Applicant 's proposal ¢f 2 unifurm offsct rate to all
claszses was cpposcd by thc'Califurnia Manulacturers Asscelaticn.
The reprosentative of the association presented Exhibit Ne. 7-B
in subctantiaticn of an offset rato fir regular intorruptible sorvice
¢f 1.973 econts per Mef, instoad of 2.429 cents. Such lower rate i3
pfodicato& sn the assumpticn that none ¢f tho demand chargo should bo

assessed against tho interruptidle class
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Counsel Lur the City of Los Angeles opposed the showing
by the California Manufacturers Association. Ho tobk the position
that the formula proposed by the associatioﬁ grossly disceriminated
against the firm customers. His'reasoniné-was that the increased
cost of gas Ls primarily due to the increase in tho fiecld cost of
gas, that 1c, the commedity c¢ost, and that it iz obviously wnfair
to durden the firm customers with the demand surcharge’in addition
to a commodity surcharge and yet levy only a commédity surcharge
against interruptible industrial castomers. Counsel contends that

where the Toxas Pipoline is operated at almost 100 per c¢ent capacity,

large quantities of out-of-state ga§ ara ﬁsé&,byvthe interruptible

¢class,

It appears to the Commisaslion that under such conditions the
interruptidle sorvice creatcs a part of tho demand for out-of-state
gas and that there.arc not any off-peak periods in the Toxas iiﬁe
deliveries when the interruptidlo c¢class could tgke out-of-staﬁé gas
without c¢reating some demand. .

Paciflic Gas and Electric Contract

During the Lirst few yoars of the contract poriod for
taking out-of~-state gas, the applicant improved 1ts ability to carry
out its commivments by selling large blecks of in-state gas to
Pacific Gas and Electric Compmany. The contract with Pacific Gas and
Eloctric Company expires September %0, 1953 and applicant doo:s not |
intend to renew 1t. Applicant proposes te amend the Pacifie Cas
- and Eloctric Company contract starting January 1, 1953 in such manner
as to reduce the priority and quantity of gas available to Pacific
if the rate for such gas I3 ot inéreasod. The offect of this amend-
ment will e To make mere gas availlable to the interruptidle customers.
Such amendmont L5 boling authorized by & separato ddcision, boing

the first supplcmental order undor Application No 28652.
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The California Marufacturors Association statod that the
applicant will realiio a net gain on the salos tranaforrod from
Pucific Cas and Elocfric dompany %0 regular interruptible custombrs‘
and can recevor Lts Loss on such sales without o surchargoe, Thc‘
applicant contonded that such ineroaso is small and will bo moro
than offsot by the cost of the increzsod volume of out-orysudtb gas
taker In 1953 cempared %o the 1952 purchases on whiech 1ts cost
inereasgos are hased. Furthermore, some of tho transfcirod gas will
be sold to steam-clectric customers at rates which are lower than
the rogular intorruptidle ratos.

| Counsel fur the City of Los Angeles stated that the
interruptidle custemers should make up the full loss that may be
due to tho proposed modification of tho Pacific Gas and Eicctric
Company contract. It was his impression that the ond rosult preduced
by the cempany’s »nreposal wouid be reascnable, equitable and practical.
Rofund Plan |

In the ovent that a refund 4s crdored 8t some timo in the
future by the Federsl Power Commission, applicant proesontod in
Exhidit Nec. 6-B 2 rofund formula. The intont of the‘plan proposed
is that the applicant will refund all amcunts collectod from
customors ¢vor and above the final rato incroase por Mef allowod by
the Fedoral Pecwer Commission to EL Puso Natural Gos COﬁpany appliod
to the 1952 purchase velumes. Applicant propcses that thoe amounts
refunded te custumers will rcfloet the longth of tho offset rate
collection pericd, intercst recoived and rofund cests. Tho porioed
curing vhich tho refund Ls caleulated 45 tho same 835 that ovor which
inereased custs of EL Paso gas shall bo cellected. In other words,
the perled shall cummence with the offoctive date of incroaécd ratos
established by tho Commission in componsaticn for the Bl Paso ineroaso,
and tho torminaticn date shall bo as dotormined from the order of tho

Federal Puwor Coummisslon in tho E1 Paso rate procooding.
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The f.rmula Ls develomed in Part IV of Exhibit Ne. 5-B
and an illustrative vxample 1z showa on Table L. Fer purpese: of
1llustraticn, applicant assumod 2 one cont per Mef refund from
El Pusc and determined that the unit refund per Mef of rotail salﬁs
weuld be as fellows:

6 months cnding June, 1953 0.60¢ per Mcf

12 menths cnding December, 1953  0.51g por Mef

18 mintas ending June, 1954 " 0.61¢ per Mel
If the rofund is mcre or less than one ccnt por Mef from tho Z1 Pase
company, the rotail refund in Califernia alse would vary. When
applicd tuv & typical genoral sorvice demostic customer, tho above
refund rates weuld amwunt to $0.27, $0.37, and $0.66 for tho threo
pericds, respectively. Under such assumption the net increase. o
the geaeral sorvico demestic customer éf&ﬁf refund would be
50.82, $#1.38 and $1.95, rospectivoly, fur tho throe periods.

One of applicant's witnosses, gohéral supervizsor of
custumer acceunting, stated that in his cpinicn the loast oxponsive
methed of ccllocting the offsct rate and paying rofunds 45 the wno
which bases the offsct charge and refunds on a flat unit rate
related te the velume of gas used. Such a method would pormit
applicant te ugse its oxisting recerds toe maintain tho infbrmatiun
Lor cach Individucl customor and c¢nly vne caleulation would be
reguiroed rogardloss of the pericd coverod. He proposed to add the
offsot charge unifermly to all custemers rogardless of the rate
schedule and regardless of the rate block. - If the total usage
billled at rates vhich include the offset charge results 4in an amount
greater than the minimum, then the customer would bo charged for
‘actual usage. No refunds would be made on gas billed under the
minimum charge because no offset charge would bo apnlied to such
billings.

Applicant proposed to file revised preliminary statements

to rules and reogulationz to place the nublic on notice that a flat
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price per Mel huaz been added to all rotail rate schedules. Hcewover,
the Commission will roquire that all tariffs be refiled. Propor

notice will be enclosed with tho bill rendered to customers during

the first billing cycle after the effective date of the rato increase.

On closed accounts when rofunds amount to less than 12 conts, it
propeses that no refunds be made and that any refunds oqual to 13
conts but not over 25 cents be made in the amount of 25 comts. It
proposes to refund on an active accocunt dy crodits against futuro
usago. On closed accounts L1t proposcs to preparo a check'less
decductions for any unpaid cloéing bills. Any balancoe crcated by
applicant 's inabllity to delivor choecks and by checks uncashed altor
cne year, applicant proposes to reofund to all active gonoral sorvico
and commercial custimers by an appropriate unit discount appliod to,
cne month's bill or such other procedure as the Commission nay order.
Applicant 's refunding plan in genoral appears reasonable

cxcept for 1ts proposal to adjust for its refunding costs. It may
be that the Foderal Power Commission will require tho EL Paso company
to bear applicant's cost of rofunding to rotail customers. Such
difference a3 oxists betwoen the cost of making the rcfunds and the
allowance provided by the Foderal Power Commission may be taken out
of the balanco croated by applicant's inadility to deliver checks,
and uncasned checks.
conclusion

| After reviewing all of the evidence of record and statements
by interestod parties, 1t 1z our opinlon thet applicant's earnings
will not be sulficient to absorb the increase in cost of out~of-state
gas without a corresponding offset rate incrcase in Californis and
that an order should be issued in general suthorizing applicant's
propocal. The droposed plan for treatment of the offset rate and
refunds should not deduct the cost of making refundsz from the amount

to be refunded but rather from tho unrefundable balance.
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In our opinion the interruptible rates after the full
surcharge authorized herein will not bo in excess of a level that
will move the gas in competition with other forms of fuel, principally
fuel ¢il. Inasmuch ac the apovlicant may realize $ome small gzain
from the transfer of the salos from Pacific Gas and Electric Company
to tho 1nterrﬁptible customers, the proposed offzet rate of 2.,29
cents per Mef will bYe rounded down to 2.l contz. The estimates

upon which the 2.429 cent rate is computed involved many variables

and 1t is our conclusion that the rate of 2.4 cents iz reasonably

accurate and consiztent with the probable accuracy of the estimatos.

Southern California Gas Company having applied to this
Commicsicn for an order authorizing iIncresces in rates and charges
for natural gas cerviee, public hearings having been held, the
matter having been submitted and being ready for docision,

IT IS HEREBY FOUND AS A FACT that tho incroascs in rates
and charges authorized heroin arc justified and that present rates,
in so far as they differ from those horein prescrided for the fﬁture,
are unjust and unroasonable; therefore;

IT IS CRDERED AS FOLLOWS:

l. Applicant is authorizod and dirocted to filo

in quadruplicato with this Commission after the
effoctive dato of this order, in conformity
with General Order No. 96, & rovised preliminary
statoment as provosed by applicant and revigsed
schedules of rates which include a cost of gas
offsct ratc inerease of 2.4 cents por Mef, and,
after not less than five (5) Qays' notico to

this Commission and to the public, to mako




sald ratos cffoctive for sorvice rondored
on and after January 1, 1953. Inasmuch as
tnis Liling is authoerized at the same time
os thc'filins authorized by the final
docisicn under Application No. %2675,
applicant‘is authorized to include in such

Tiling the offsot rate authorized herein.

Appliéant shall keep such rccords of sales
To customers during the effectiveo period

¢l this cost of pas offset rate as will
cnable 1% to dotermine readily the tetal
offsut charée and the total rofund that may

be due, if any, to each customer.

Applicant shall determing rchnds by the
formule contalined in Exhibit No. 6-B oxcept
thot the ¢ost of refunding shall not bo
doducted in detormining the amount of the
refund.  Any unrecovoreod portion of the

applicant's cost of moking refunds which the

El Puso Natural Gas Company does not pay as

a result of the Federal Power Cemmission
refunding order shall be taken from any
balance croated by applicant's inability to

deliver checks and by checks uncashed after

one vear.

After determination, refunds shall be made in

the manner proposed by applicant in this

proceeding.
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5. Upon the final decision in this matter by
the Federal Power Commission, applicant shall
file a supplemental application herein con-
taining its proposed permancnt rate offsot plan
for Tinal determination and autheorization by

this Commission.

6. Applicant shall not offect any offset rate
charges prior to the date incrcases may become
effoctive in Lts cost of out-of-state gos,

The effective date of this order ghall be twonty (20) days

aflfter the date hereof.
Dated at CX//7 ” s Californis, this ff ”5?

day of u&f&&w4xé;,&/ » 1952,
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ATTACEMENT 1,

HIST OF APPE ARANCMS

For Applicant: [TI. J. Reynolds and Hﬁr"y P. LettonL_Jr.

Interested Parties: City of Los Angeles, by Roger Arnebcrgh M.
Chubb and ”oocrt Russells; City of P_gaden_ by Clarcnee A, \indcr-
California Manpuiacturers g sociation, by Saorze D, Rives of Brobecg,
Phleger & Harricon; Southern Californm Zdison Compeny, by Bruce
chwnck 'J. F. Davenport, W. H, Scomen and R. J. Cahmli Cal{ifornia
Farm Burcnu Federation, by J. J. Doucls; 1lth Weval Diwtrict Legal
Office, by Commander 32 M. Beavenamp, Jr., Seeretary of tnc'Army
und Foderal Executive Agencles, Sixth Army Arca, by O. G. Cooks

an Diego Gas and Zlectric Comp.ny by Sherman 5h5ckcr5ﬂw of
Cnickcr;ng and Gregory; Exchange Oranvc Products Comphny, by W..D.

Macﬁax.

Other Appearances: Waltcr B. Wessells and Boris Ldkusta for the
Commissionts stalf.

LIST OF WITNESSE .

Evidence was ‘presented-on behalf of applicant by: Arthur F. Bridge
(general statement), R. M. Bauer (gas supply, requirements ,alcs),
W. J. Herrman (dcveiopment of offset rate and refund form
Joseph W. Vanier (refund plan), W. M. Jacobs (fuel oil nricc data).

v~ Ividence wm; prcgcntcd on behalf of thcl:allfornia Manufacturers
socmatlc:]by'Homer R. Ross.




