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Decision No. 50741. -------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PACIFIC LIGHTING GAS SUPPLY COMPANY ) 
for a General Increase in Gas Rates ) 
~~der Section 454 of the Public } 
Utilities Code. ) 

Application No. 35129 

(Appearances and list of witnesses 
are set forth in Appendix B.) 

o PIN ION "'-'------

In this application, filed February 3, 1954, Pacific 

Lighting Gas Supply Compan~ seeks authority ~o increase rates for 

wholesale natural gas servj.ce which it supplies to the Southern 

California Gas CQmpany ana 50uthern GountieJ Gas Company of CaliforniA, 
hereina£ter re~erred to as Southern Ca~~£orn~a and Southern CQunt1e~ 

respectively .. 
Public Hearings 

After due no~ice, three days of public hearing were held on 

this application before Commissioner Kenneth Potter and Examiner M. W. 

Edwards at Los Angeles, California, on June 10, and 11, 1954 and 
July 7, 1954. The matter was submitted for decision upon the receipt 
of statements from the various interested parties by July 17, 1954. 
A~plicantTs Operations 

Pacific Lighting Gas Supply Company is a subsidiary of 
Pacific Lighting Corporation and is engaged principally in the busi-

ness of selling natural gas at wholesale to Southern California and 

Southern Counties, for resale. The Pacific Lighting Corporation is a 
holding company owning all of the outstanding capital stock of the 
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applicant as well as all of th~ common capital stock ($1% voting 

control) of Southern California and all of the outstanding capital 

stock of Southern Counties. Applicant was incorporated under the 

laws of the State of California on October 14, 1952 and on January 1, 

1953 acquired the assets and assumed the liabilities of Pacific 

Lighting Gas Supply Company, a Nevada eorporation 

pursuant to authorization in Application No~ 33905, Decision 

No. 4S0S$. Applicant's properties are located in the counties of 

Fresno, Kings, Kern, Santa Barbara, Ventura, Orange and Los Angeles. 
It owns no property outside of the State of California. 

Applicant owns and operates a natural gas pipeline system, 

compressor stations, underground natural gas storage fields, and 

other properties useful in its business. Its two major transmission 
pipelines are: 

1. 

2. 

A l5-inch line, 43.93 miles in length, from the 
Ventura 011 Field to a point in Los Angeles 
County (Calabasas Station) where deliveries are 
made to Southern California, and 

A 26-inch line, 17$.31 miles in length, which 
extends from the Kettleman Hills Oil Field to 
Glendale where deliveries are made to Southern 
California and Southern Counties. 

Altogether nine separate compressor stations are operated with a 

total installed capacity of 36,923 compressor horsepower. These 
stations are operated by internal combustion engines using natural 

gas as a fuel. The underground storage fieldS are La Goleta Gas 
Storage Reservoir, located in Santa Barbara County 7; miles west of 
the City of Santa Barbara, and East Whittier Storage Field, located 

approximately 18 miles east of the City of Los Angeles. 

Applicant stores large volumes of natural gas in these 

underground natural gas reservoirs in the summer months when there is 
an excess of gas available above the firm market requirements. 
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· During the winter months this gas can· be' withdrawn at;, a· nigh' rate 

and assist the two customers in meeting their" peak load demands. 

· Applicant Tg Position 

Applicant claims it is experiencing a de.cline in net reve-

nue principally because of an· increase in the cost 'Of:"purchased gas, 

a decrease in volume of gas to be sold in 1954 and an incr.ease in 

wage rates. The producers in California are not subject to regula-

tion by the Commission and the utilities rely upon contracts or 

other arrangements for obtaining the necessary local .supply of gas. 

Natural gas is obtained from approximately 50 producers 

operating in various fields in the previously mentioned .. counties. 

The gas is purchased under i'lritten contracts of various terms, the 

majority. ranging from 1 to 7 years. Applicant states.that,the gas 

prices undor these contracts are fixed by nego'tiationand'are not 

.' necessarily related to the price of oil. Most of the contracts pro-

.vide for graduated prices. Among the contracts. now in,'.effec:e· are 

some which provide for higher prices to be paid ·for,natur.al., gas 

called for and delivered in emergencies. Exhibit No.:l show.s the 

following trend of normal purchases prior to storage:injection, 

withdrawal and company use: 

\ 
Area 

: .'. Item 
: San Joaquin: 

Valley : Coastal 
:tOs:-Angeles: 
: ' .. Basin· : ·'7,Total· 

Normal .. 'Purchases, Mcf 
Year. 1953, Recorded 39,067,530 31,664,$31; 2-$.,14$,848·-, .9S, SSl, 209 
Y~ar: 1954, Estimated 33,952,000 32,603,350 .. 24,361,120: 90',916;470 
Year 1955, Estimated 24,5$3,894 36,129,244; 24,955,434 ,8-5;; 6,68:, 572 

Average Rate per Mef 
Year 1953, Recorded 

· Year, 1954, Estimated 
Year 1955, Estimated 

Total Cost 
" Year 1953> Recorded 

'. Year 1954, Estimated 
Year 1955, Estimated 

Not S how n 

Not S how n 

. The natural gas purchased is compressed whenever·necessary~and is 
transported, from the various sources and delivered tQrthe. two 
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,A-35129 NB *. 
customers, except for gas whic'h 'is stored for future deliveries or 
consumed in applicant r s own operati on:r" " 

A general wage increase made effective March 2$; 1954 
accounto for approxiQa'tcly $37';000 and' $49,000 of the increases in 

total payroll for esti~ted years 1954 and 1955, respectively, over 
the payroll for 1953. 

Applicant stated in its ~pp~ation that its rate of retur~ 
ca1culate~ on a depreciated rat~ base, will decline from 5.64% in 

1953 to' 3.14% for 1954 based on a pro forma calculation. For.the 
year 1955 applicant foresees a rate of return of 1.31% and for 1956 a 
return of 0.27%'. It alleges that a fair rate of return is 6.9% on a 

depreciated rate base and states that such a rate of return is. neces-

sary to assure confidence in the financial integrity of the enterp~.se 

so as to maintain its credit and attract capital. Applicant states 
that in the absence of rate, relief it will incur a deficiency in its 

gross revenue of $2,162,677 in 1954 and $3,412,293 in 1955. 
Present and Proposed Rates 

From January 1, 1951 to December 31, 1952 applicant's 
predecessor billed Southern California and Southern Counties for 

.. 
natural gas under the terms of agreements entered into as of 

January 1, 1951. Applicant "fi1ed tariffs effective January 1, 1953, 

which incorporated the terms of those agreements and has been render-

ing the bills thereunder to date. In general, the present rates pro-

vide for the applicant to bill a fixed charge of $3,200,000 annually, 

of which 69%, or $2,20S,OOO, is to Southern California, and 31%, or 
$992,000, is to Southern Counties,.p1us a co~~odity charge to each of 
19 cents per Mcf for gas purchased. 

The proposed rates provide that the fixed charge of 

$3,200,000 will be billed 60%, or $1,920,000, to Southern California; 

and 40%, or $1,280,000, to Southern Counties. The comm~dity rate is 

proposed to be 23.14 cents per Mcf for the first 70,000,000 Mef of 

the combined total of gas purchased by both affiliates and 21 cents 
per Mc! for purchases in excess of that amou.~t, annually. 
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A comparison of the present and proposed billings follows: 

ESTIMATED 1955 SALES OF GAS 

Southern California 
Fixed Charge 
Cosnod±ty Chg. 

Southern Counties 
rixed Charge 
Commodity Chg. 

32,701.096 19# 

• ••••••••••••••••••••• 

$ 

7,205,20$ 32,701,096 26.7¢ $,720,9 4 
rates •••••••••••••••••••••• 1,515,756 

Both Companies Combined 
Fixed Charge $ 3,200,000 $ 31200,000 
Canmcx:Ijty Q1g. 70,000,000 23 .14~ 16,19$ , 000 

85,381.452 19# 16,222,476 15,381,452 21.00e ~.2~OJlO~ 
. Totals 85,381,452 22.8t 19,4221 476 85,381,452 26.5~ 2 ,6 S,IO 

Proposed increase over present rates •••••••••••••••••••••• 3,205,629 
The above estimate of sales to each affiliate was based on their 

estimates of gas to be purchased from the applicant. It should be 
noted that applicant supplies only 27% of the gas requirements 

of the two affiliates, each purchasing additional gas from out-of-st~ 

sources and other in-state sources. 

Earning Position 

Applicantts principal source of revenue 1s from the sale of 

gas to Southern California and Southern Counties for resale. In 

addition to revenue from the sale of gas to these affiliated companies, 

applicant receives revenue from exchange deliveries to oil producers 

8S an incident to gas purchase contracts, from compression services 

and from other minor items. Such additional revenue is classified as 

miscellaneous. Applicant's expenses of operation consist or (1) cost 

or gas sold, (2) transmiSSion operation and maintenance including 
operation and maintenance of transmission pipelines, storage 
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facilities, compressor stations and related facilities, (3) adminis-
trative and general expenses, (4) depreciation, and (5) t~es includ-
ing social security, unemployment 1 ad valorem and income. Applicant 
predicated its rate base upon the fixed capital in service at the 
beginning of the year plus weighted average net additions, 

weighted average noninterest bearing construction work in progress, 
worki~g cash, gas in storage, and materials and supplies, less a 

deduction for depreciation. 

The earning position as shown by applicant is set forth in 

Exhibit No. 1 and may be summarized as follows: 
EARNINGS RESULTS 

Earnings ~esults 
: 1~53 : 1954 · 1955 I · Item . Recorded Estimated · Estimated . · 

Operating Revenue: 
$21,$1$,067 $19,962,437 $19,422,476 Gas Sales 

Miscellaneous 
Exchange 610,460 600,000 600,000 
Compression 5,796 6,000 6,000 
Other 17~O~ 1~3000 l~zOOO 

Total Revenue 22,451,3 20,58 ,437 20,04 ,476 

Operating Expenses: 
15,558,267 15,0$3,783 15,414,286 Cost of Gas Sold 

TransmisSion Operation 1,688',701 1,634,257 1,604,710 
Transmission Maintenance 526,447 531,775 597,670 
Administrative & General 694,624 701,68S 720,694 

Depreciation 624,719 675,900 718,500 
Taxes, Other Than Income 44$,352 557,100 586,100 
Taxes, State Corp. Franchise 144,976 4S,962 6,303 
Taxes, Federal Income la~12160g 2i61~Z 6~a~26 

Total Exps.,Dep. & Taxes 21,98,694 19,7 0,2 2 19,713,59 

Net Revenue 1,352,683 S03,175 329,617 

Rate Base (Depreciated) 24,434,590 25,649,949 26,405,135 

Rate of Return 5.54% 3.13% "1.25% 

. . 

In the above summary a 52% rate for federal income taxes was 

in effect for 1953 but for 1954 and 1955 the income tax was computed 

at a 47% rate. The 47% rate was in effect at the time that 
Exhibit No. 1 was presented. Since that time the Congress has 
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extended the former tax rate of 52% until April 1, 1955. This higher 

tax rate for 1954 and the first 3 months of 1955 will be given con-
sideration in our analysis of this matter. 

The new Internal Revenue Code of 1954 contained' optional 

provisions for depreciation acco~~ting methods in computing income' 

tax and prior to the close of the hearings applicant was requested to 

submit a statement of position in this matter. Applicant's position 

is set forth in late-filed Exhibit No.9, dated August 23, 1954. 

Applicant states that accelerated depreciation for some industries, 

such as utilities, neither eliminates nor reduces income taxes, but 
, '. \ l- , 

if elected, and allowed, merely defers tax liabilities. It is the 

present decision of applicant's management to continue using the same 

depreciation accrual method which it used in 1953, the first year of 

its operation. This is the straight-line remaining life method, 

wherein the remaining lives of gas producing fields be~ con~iderable 
weight. , ~ I. • 

With further reference to taxes, staff counsel requested a 

statement by applicant regarding diVidend relief. Applicant's reply 
" was that there is no additional relief provided in the new code in 

connection with dividends received by corporations, except as to 

proviSions governing the filing of consolidated returns which permit 

greater use of such returns a..~d eliminate ~ore 'of the double 

taxation on earnings of subSidiaries. Applicant's conclUSion after 

discussing this subject is that if J afte'r review of the regulations, the _ 

final decision is to file a consolidated TetUrn '~for '1954 and subsequent 

years, it could expect an allocat.ed tax decrease for the year 1955 of 

a moderate amount. An illustrative computation for 1953 using a con-

solidated return basis indicated a tax saving for applicant of about 

$10,000. In addition to future changes in inco~e taxes it should be 
not ed that about $100,000 of the incr,ease in other taxes is due to an 
expected increase in the ad valorem taxes on applicant's property., 
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Rate of Return 

Applicant's request for a ratp. of return as high as 6.9% is 

based on its conclusion that the specialized service rendered is sub-

ject to greater potential risks than the more diversified operations 
of companies that have integrated transmission and distribution sys-

~ems or that are engaged in the retail distribution of gas and who 

would continue in business With manufactured gas when natural gas is 

insufficient. In the application it listed the rates of return 

allowed 13 natural gas companies in the United States in 1953 and in 
the latter part of 1952 by both State Commissions and the Federal 

Power Commission. Such return when related to a net investment rate 

base ranges from 5.$5 to 7.57%, an average of 6.44% for all 13 utili-
ties. Included in this list of natural gas companies are both 

Southern California Gas Company at 5.$5% and Southern Counties Gas 
Company of California at 5.95~. Applicant contends that its over-all 

rate of return requirement is at least i~ greater than this average 

rate of return of 6.44%. 
On July 7, 1954 applicant supplemented this list of 13 

utilities by 5 more and set forth the results on Exhibit No. 2A. For 

the 18 utilities the average rate of return shown was 6.57%. 
Applicant's capital structure consists entirely of capital 

stock of a par value of $25 per share. Presently outstanding are 

S74,133 shares of common stock with an aggregate par value of 

$21,853,325. One of applicant's witnesses express~d the view that the 
applicant company could not secure bond money at this time. He gave 

as his reasons the fact that the applicant is a company that exists to 

meet peaking requirements, rather than a basie supply company, and 

that it does not have long-term sales contracts nor long~term gas pur-
chase contracts) like th~ tranocontinental pipeline companies. 
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,Po'sftion of California. Manufacturers Asso~,iat.ion 

The California Manufacturers Associa.tion took th'e positi'on 

that the two basic issues involved in this case, namely: '(1) the 

amo~t of revenues reqUired by applicant to provide it With a fair 

return upon its investment in property dedicated to the public use, 

and (2) the manner in which the rates are to be charged and spread 
between the two customers, should be separately consid'ere'd and 
determined. With regard to the first issue the Association was not 

opposed to this applicant receiving a fair rate of return as deter-

mined by the Commission having in mind the nature of its business. 

The Association was primarily concerned with the second issue; or the 
manner in which applicant proposes to assess its needed r'ate incr'ease~ 

The A~sociation took exception to the proposal to obtain all of the 

required increase'by increaSing only the commodity charge portion 6r 
the rate and not the fixed charge portion of the rate. The Ass~cia­
tion's Witness urged that the fixed charge should b~ about .dou~le~ '\) 
in order to closely follow his cost study analysis.lI In substantia~ 
tion of its position the Association introduced Exhibits Nos; 5, 6 
and 7 in this proceeding. 

The Association's witness who prepared Exhibit No; 5 
entitled it: Cost of Service Study on Pacific Lighting Gas Supply 
Company 1 Estimated Year 1955. His conclusions are that the total 
fixed costs are $6,351,752 of which $3;706;049, or sa.3%; is incurred 
for' Southern California and $2,645,703, or ~1.7%, for Southern 

Counties, and that the total co~odity costs are $16,62$;153 of which 

$10,072,9$0,' or 60.6%, is incurred for Southern California and 

$6;252;559, or 37;6%, for Southern Counties and $302,614) or 1;S%; 

for Exchange Services. 

In Exhibit No.7 the Association's witness compared the 

billing under the proposed rates to compensate for revenue deficiency 

17 Transcript, page j66. 
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and the estimated costs of service. This cost showing may be com-

pared with applicant's esticated revenue as follows: 

: To~al :: Sou~hern Southern 
: Distributing: California: Counties 

____________ ~I~t~e~m~ ________________ ~:~C~o~m~p~an~~~·e~s~~:~G~a~s~C~o~m~p~a~n~v~~G~a~s~C~o~. ___ · 

Fixed Items 
Estimated. Costs 
Service Charge 

Deficiency of S~rvice Charge 

Coml'\'l.oditv Items 
Estimated Costs 
Commodity Revenue 

Excess of Revenue 

Total of Fixed and 
Commodi ty Items 

Estimated Costs 
Se~vice Chg.& Commodity Rev. 

Excess of Costs 

3,151,752 1, 86,049 

3,02,$60 1, 4,1 I 

49,18 2 ,12) 

(Red Figur:e) 

$2,64.5,70:3 
1,2$0,000 
1,365,703 

, 88,40; 

177, ~ 

The above computation does not include the revenue from exchange 

serviee estimated at $600,000 compared to an estimated cos~ of 

$302,614. 
Computations somewhat similar to that above are contained 

in Exhibit No.6, except that the rate of return was compu~ed a~ 

6% and 6.5% instead of 6.9% and using presen~ rate levels instead of 

proposed rate levels. At 6% return an over-all deficiency of 

$2,787,690 was shown and at 6.5% return an over-all deficiency of 

$3,047,205 was shown. 
Position of City of Los Angeles 

The City of Los Angeles, as a customer of each of the two 

distributing companies, and as a representative of its citizens who 

depend wholly upon these companies for their gas requirements, took 

part in this proceeding on the grounds that any deciSion on the 

applicant will affect the services rendered by the distribu~ing 

companies and the level of their rates. The city was opposed ~o 
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inclusion of ~500)OOO in the rate base for working cash, questioned 

the level of pipeline mainten~~ce and compressor maintenance costs, 

and contended that the rate of return should be no higher than 5.9% 
and that the cost-of-service study and exhibits offered by the 

California Manufacturers Association are irrelevant. 

With regard to working cash the city maintains that the 

ratepayers should not be required to pay a return on capital which is 

not reasonably and necessarily invested to serve the ratepayers and 

that the applicant's request for a specific allowance of $500,000 is 

not borne out by its computations. 

With regard to the level of transmission maintenance 

expenses the city states that applicant's cost of $1,390 per mile 

compares with an average cost of $330 per mile for three large trans-
mission pipeline companies. Applicant's explanation for this dif-

ference is that its pipes are old, the principal transmission 

facilities having been installed as far back as 1930, and that the 

figure of $330 per mile is for relatively new pipelines. Maintenance 
costs tend to increase with age as the necessity for reconditioning 
and other maintenance work appears. 

The city computed a cost of $8.93 per horsepower for com-

pressor station equipment maintenance and compared this amount with 

figures as low as $1.96 per horsepower for other large pipeline 

companies. ApplicantTs principal reasons for this difference were 

age of units and size of units. Many of applicant's units are in the 

165 to lBO-horsepower range and normally would show a higher unit 
cost than,for example, a modern 1,OOO-horsepower compressor unit. 

With regard to rate of return the city contends that the 
applicant has no independent existence and the return allowed should 

be at a rate no higher than allowed its affiliate utilities, an 

arithmetical average of 5.9%. It also contended that applicant's 
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Exhibit No. 2 on rate of return has little evidentiary value and that 

the COmmission should give Consideration to a hypothetical capital 

structure which included some debt rather than all common stock. The 

city introduced Exhibit No~ S to show that applicant's proposed rates 

would yield S.96% earnings on its common stock under the present 

capital structure with a 6.9,% rate of return, and with a capital 

structure of 50% debt applicant could oarn 11.01% on its common stock ~. 
with a rate of return of 5.9%. 

In so far as cost of service is concerned, the city argued 
that cost to serve is not an appropriate issue in this proceeding 

because the applicant serves only two customers, and that the only 

possible basis for considering cost of service here is for its effect 

in fixing the rates of the two distributors as between firm and 

interruptible services. The city states that cost of service is 

obviously one of the many factors to be considered when it comes time 

finally again to review the rates of the applicant's customers. It 

further states that cost studies may be helpful but are by no means 

controlling or conclusive, particularly where based on the assumption 

that all fixed costs should be allocated to the demand component. 
Commission Staff AnalYSis 

The staff did not submit any exhibits or offer any testimony 
in this proceeding because, in general, the applicant had prepared its 

study in accordance with staff practice. The applicant submitted its 

preliminary draft to the staff for study and review. The staff 

visited the applicant's offices and examined its records and basic 

estimating procedures. Applicant claims it made all suggested 

adjustments, except for working cash~in preparing its final exhibit, 

such adjustments representing apprOximately $200,000 reduction in 

gross revenue deficiency compared to the preliminary draft. 
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The staff was represented by an attorney and an engineer 
who actively participated in the cross-examination of witnesses. 

The staff's position was that the applicant's presentation reflects 

acceptance for this proceeding of the stafffs views on all contro-

versial items except the requirement for working cash in the rate 

base and the item of rate of return to be decided by the Commission. 
Exchange Services 

A customer's representative was concerned over the fact 

that applicant delivers large quantities of gas for use by refin-

eries at rates established by the utility. He contended th&t higher 

rates should be paid for exchange service and that the matter should 

be further investigated by the Commission through a special hearing. 

Applicant's pOSition is that exchange service is incident tc purchase 

of gas from producers. The evidence shows£! that in negotiating With 

p~oducerS7 as a condition or gas purchase, the requirement is made 

that applicant deliver, at a price, a quantity of gas for cons~ption 

i~ the producer's operations at some point other than where the gas 

is produced. This exchange service is on a curtailable basis and 

applicant avers that this service is furr~shed as a part considera-

tion of the purchase of gas ~~d is not done under any circumstances 

except under contracts which include the purchase of gas. 

g; Transcript, page·!39. 
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Gonclusions - General 

After considering the evidence of record in the case and 

state:nents by the applicant, the stafr and interested parties, it is 

concluded that: 

1. Applicant's estimate of expenses for the test year 1955 are 
reasonable for rate-making purposes except that a 52% federal income 

tax rate should be used in lieu of 47% with proper safeguard to the 

public as noted below. 

2. Applicant's rate base should be reduced by $500,000, the 

proposed working cash allowance, after giving weight to the availa-

bility of income tax accruals when revenues are increased to yield a 
reasonable rate of return. 

3. A fair rate of return to be allcwed for the purposes of this 

decision is 6% for the estimated year 1955. 

4. Cost of service is only one important item to consider in 
making rates or in the spread of rates. 

5. Exchange gas is now being handled on a reasonable basis and 
does not ~equire further investigation by the Commission at this time. 

On the basis of the above conclusions the following revenues, 

expenses and rate base are adopted as reasonable for 1955: 
Revenues (Present Rates) 
Expenses (With 52% federal income tax) 

Net Revenues 
Rate Base (Depreciated) 
Rate of Return (Present Rates) 

Conclusion on Increase in Revenue 

When a rate of return of 6~ is applied to a depreciated 

rate base of $25,905,135, which we hereby find to be reasonable for 

rate-~king purposes, a net revenue figure of $1, 554,30S 'results. 

Compared with an adopted net revenue of $322,053 for the test year 

under present rates an increase in net revenue of $1,232,255 is 

warranted. Under the present federal income tax rate of 52% a 
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net~to-gross multiplier of 2.173 is indicated, which is equivalen~ to 

an increase in gross operating revenues of $2,678,000. Such increase 

will be authorized and is estimated to result from the rate changes 
to be authorized by the order herein. 

Conclusion on Rate Spre~d 

In revising the rates to produce such increased revenues, in 
our opinion, both the fixed charge and the commodity rate~ 3houlct be 

increased. An increase in the total annual fixed charge to 

$;,750,000 will be authorized to be divided 59% to Southern California 
~nd ~1% to Southern Counties. The commodity rate will be authorized 

to be increased from 19 cents per Mcr to 21.5 cents per Mcf.lI 
Conclusion on Federal Income Tax Rate 

In computing federal income taxes on a 52% basis we are 

mindful that the legal rate, as now specified for 1955, is 52% for the 

first 3 months and 47% for the last 9 months. Applicant expects that 

the 52% rate will be made effective for the entire year 1955 and asked 

that the computations be made on a 52% basis subject to refund to its 

customers of any over collection if the final effectivEl rate for 1955 
do~s not equal 52%.bI Instead of prOviding for refunds, the method 

herein adopted will provide for rates that would be applicable on ~' 

47% federal income tax basis. Inasmuch as both Southarn 

California and Southern Counties are before us at this time for rate 

increases, to protect the consuming public consideration will be 

given to similar provisions in the decisions on these two companies. 

Based on total estimated sales of 85i381,452MCf in 1955 the com-
bined fixed and commodity charge wil be equivalent to an average 
composite rate of 25.9~ per Mcf. 

~ Transcript, page 316. 
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If applicant files a consolidated tax ret'urn;' or iri r any"way 

under the new revenue code substantially reduces its t:ax: liability 
below that computed herein, it shall promptly notify'the -c'or:itlission. 

Finding 

After considering all of the evidence of record it is found 

that a fair and reasonable rate of return for the future is 6% and it 

is our finding and conclusion that an order should be issued increas-

ing the rates of applicant in the over-all amount of $2,67S,000 by 

authorizing an increase in the fixed charge to $3,750,000 annually 

and in the commodity rate to 21.5 cents per Mcf. Unless ~the~se 

ordered by the Commission the commodity rate will be reduced to 

21.2 cents per Mcf effective April 1, 1955. 

o R D E R - - - --
The Pacific Lighting Gas Supply Company having applied to 

this Commission for an order authorizing increases in rates and 

charges for gas service, public hearings having been held, the mat-

ter having been submitted and being ready for decision, 

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

and charges authorized herein are justified and that present rates 

and charges, in so far as they differ from those herein prescribed, 

f~r the future are ~~just and unreasonable; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Applicant is authorized to file in quadruplicate 
with this CommiSSion after the effective date of 
this order, in conformity with the Commission's 
General Order No. 96, revised tariff schedules as 
set forth in Appendix A attached hereto, and, 
after not less than five days? notice to this 
CommiSSion and to the public, to make said revised 
tariff schedules effective for service furnished 
on and after December 1, 1954 • 
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2. 

3. 

Applicant shall refiie its Rule and RegUlation 
No. ); Contracts; to be consistent ...nth 
Special Condition 2 of the authorized tariffs. 

Applicant shall revise its proposed service con-
tracts (Exhibits Nos. 3 and 4) to be consistent 
with the rates herein authorized, and file copies 
of the forms of such contracts in conformance 
with the Co~~ssion's General Order No. 96. 
Unless otherwise ordered applicant shall, prior \, 
to April 1, 1955, refile its tariff schedules I 
to be effective April 1, 1955 revising the )1 
commodity rate to 21.2 cents per Mcf. 

The effective date of this order shall be twenty days after 

the date hereOf_,. ~J ~~ 
Dated ~~"J California, this ~ 

day of rUM- ) '·l~--...I.~~~ __ ";""'-';~~~~~~~ 
/ '!f,-o'tL&, ~, ~P4V 

{lr~ ~ J-/::I;t. ,g~m / 
t3~-"-';":,--\+~~ 

-17-
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. ·,:r APPENDIX A 
:", Page ·r of 4. 

~ ~ Schedule No. 1 

. ~,WHotESALE NATURAL GAS SERVICE 
- -

,-.PPLlCABn.. IT\t 

Thi~- rate schedule i~ avail~ble only for the sale of gas at wholesale 
from Pa.cific Lighting Gas Supply Ccmpany (hereina!ter referred to as "Seller") 
to Southern California' Gas CompMY- (hereina.1"ter referred to as lIawerrr) I for 
~saJ.e by the ~r. 

TERRITORY 

The principal points of delivery for gas to be delivered by Seller shall 
b~ a.t the following points: 

(A) . GIondale (Boran St~et) 
'B) Castaic Crossover 
( C) Willow Street 
(n~ Dominguez Fi~d 
(E, . Cale.ba.~as 
(P) Goleta Gas St.orage· Field 

Monthly Fixed Charge .......... 
Con:modi ty Charge, f or all gas 
other than as provided in 
~ubparagraphs (a) :md (b) 

(G) Ten S~etion~ Field 
(H) Euena Vista Junction 
(I) Y~e 13.5 Junction 
(J) Kettleman Hills 
(K) Y41e 2.2 Crossover 
(L) At 3ueh other points as may be 

mutu.a.lly agreed upon .from time to 
time. 

$184,500 

hereof, per Mcf ••••••••.••••• 2l.5¢ 

(a.) To the ext~nt tha.t Euyer and South.;)rn Counties Gas. Company of 
Califorr~a fail to take 70 billion cubic feet of gas fram ~er du.~ any 
one cont~a.ct year, Buyer will pay S~er for Buyer!s share ~r the deficiency 
at th~ e!fective commodity charge rate, but not for any q'll.U.tity in ~xcess 
of 45 billion eubic !Mt ~ 

(b) For emergency or call. gas which ~..l.ler purcha.ses at Buyerrs request 
at a price of 2l¢ per Mct or more, Buyer shall :pay sueh cost, plus 10% thereor .. 

SPECIAl CONDITIONS 

1. ~er shall not be obligated to a.ceept any gas delivered hereunder 
with 1()3$ tha.."'l. a. heating value of 950 Bt.u per cubic root sa.tura.ted. 

2. ~r shall ent~r into a contract with Seller eove:ing the purchase 
and sale of natural gas hereunder. The period or time to ~ coverc3d by the 
contract shall ~ for an initial thr~~yea.r porioo 3ubj~et to a:on:u.al. renewal 
thereatter. 
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Schodule No.. 1 

!tJHOLESALE NATURAL ~ _SER~VI;;;.;:CE~ 

SPECIAL CO~~ITIONS--Co~td. 

3. Obligtl.tion of Buyor to Take Gas. 

(a) Within the limitation of the tot~ quantity of natural gas 
available tO~'sale by Selle~ thro~ exi3ting faeilitie8 and :new facilities 
'Wh1ch may be:, completed in the future, Buyer agrees to buy a m:lnim1.lm of 
45 billion eUbic feet of natural ga3 d~.ng the first year of the eontract 
and a like amount for each succeeding contract year that the ~ontract will 
be in effect; provided th.:lt Seller shall not be obligated to w;'~thdraw gas 
from Goleta Gas Storage Field when the control well surface pr~~oure shall 
b(l less tho.n l440 pounds ~r sq,uare 1nch gauge, nor ~h611 SeD.er be obliged. 
to withdraw g~ from East Whittier Gas Storage Field when the control woll 
surface pre~~ure shall be less than 500 pounds per square ineb, gauge. 

(b) Buyer shall have the right to purchase 60% of tr,e excess quan-
tity of natural gas available for sale over the obligation specified in 3(0.) 
above, and the obligation specified in the concurrent contract of Southern 
Co~ties Gas Compnny of California with the concurrent right of Southern 
Countie~ Ga3 Company of California to purchase 40% of such excess gas. 

(-e) It at any time Seller shall fail to tender, when requested by 
Buyer, for at least five days during any ealendar month of the ~.nter 
period, November to March" i."'lclusive 1 an average do:ily CJ.uantity of 360 million 
cub1c feet of gas, and when such defieiency in tender is not attributable 
to the depletion of storage gas or is not attributable either directly or 
indirectly to the Buyer, or is not exc~ed by t~rce Qajeure, Buyer ~hall 
ha.ve tho right, at its option, to reduce the monthly- fixed charge there.u'ter 
to such proportion of $184,;00 as the average d~ quantity of gas a.ct~v 
tende~d during the said period of at least five ~ bear:J to ;60 tlilllon 
cubie teet. 

4. The monthly fixed cha.rge and the commodity charge shill remain in 
effect atter the first year of the contract and until either Buyer or Seller 
shall ha.ve ,requested the other by at least 30 dAyst notice in writing to 
renegotiate the said monthly fixed charge or the commodity cha.rge. 
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Schedule No. ;Z 

WHOLESALE N~TURAL ~ ~~ 

APPLICl.BILITY 

This r~te sch~dulc i~ availAble only for the sale of g~s at wholcsald 
from Pacific LiC-htin,g Cas Supply COmp.:l..·1Y (herein.lftcr referred to Il~ 
"Soller") to Southern c.:.untics Col::; CO::1pCl.!iY of California (hereinafter re-
ferred to "I.S "Buyer"), for resale by the Buyer. 

TERRITORY 

The principal points of delivery fo:, ga.s to bo delivcrC!d by Soller 
shall be olt the following point3: 

(A) Huntinston Beach Field 
(B) Seal 3en.ch 

i'C) 1 \ Bo sa and Gold~nwc::;t 
CD) Santa Fe Springs 
(Z) Brca Field 
(F) Domin~Jez Field 
(C) ~illow Stroet 
(H) Sllt Works 

0) 
( J) 

( K) 
(L) 
(M) 
( N) 
( 0) 
( P) 

Tor.:i~l Isl3.nd " 
Sant.." Cl.:lra A venuo a.."ld State 

Highway 
Somis 
Goleta Gas Storage Field 
Glendale (Doran Street) 
Calabasas 
Kcttlcm::m Hills 
At ::;uch other points .:L~ mny bo 
mutually agreed upon f~m time to 
time. 

Effective Rates 
~':onthly Fixed Charge: ........... ~ 

Com:nodity Charge for all . 
S~3 oth~r th~n ~s'~r~­
'rid..:ri in subp;lr:l.,:r':.phs 
(n) .:Lnd (b) ~~r~of, p0r,~cf ••••• 

$128,000 

v 

(0.) To the extent that Buye:- and Southern C.:Lli:.~o:mia Gas Company 
f~il to tako 70 bill~on cubic fc~t of bas from Seller du:-ing any one 
contract year, Buyer will pay Selle:- for Buyer!s share of the deficiency at 
tho €ffF.:cti va comr::odi ty charge rate,. but not for any quantity in ,)xcess of 
25 billion cubic fcat. 

(b) For cmereoncy or call gas which Seller pu:'chases at Buyer!s 
rcquc3~ at a price of 21 cents p€r Mef or ~o:,~, Buyer s~ll pay such cost, 
plu;; 10% thereof. 

I,. 31.l.yer :::[,0.11 not be obligated to accept any gas delive:-ed hereunder 
with hss th.'J.n a (.~atir'~ v.:Llue of 950 Btu p~r cubic foot saturat,~d~ 

;".6 a1lyer sh.'3.11 enter into a COTltract -l1ith Sell<;r covoriru; the purcha.se 
.lnd sal.;! of n-'.l.tural ~,".l.::; hcre'lr,rj,or,. The period of time to be cov>:}red by th~) 
cont.r.:..~"'. S(.,'lH. be for ::J.rl ~.ni"',il),l ~,hr~r:l-:r.:Jilr !,erl.o1 ~1).bj~:t:"', to Jlnnu..'l.l. re,":" 
nowal thcre~f~~r. 
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Schedulo No~ 2 

WHOLESAlE NA TURAl ~ SERVICE 

2PECIAL CONDITIONS--Contd. 

3. Obligation of Buyer to Take Gas. 

(a.) Within the limitation of the total quantity of natural gas 
av~~ble for sale by Seller through existing facilities and new facilities 
which may be completed in the future, Buyer agrees to buy a minimum of 
25 billion cubic feot of natural gas during the first year of the contract 
and a like ~ount tor each succeoding contract year thnt the contract will 
be in effect; provided that Seller shall not be obligated to withdraw g~ 
trom Goleta Gas Storage Field when the control well surface pressure shall 
be l'~s:5 than 1440 pounds per square inch gauge, nor shall Seller be obliged 
to withdraw gas from the East ~Jhittier Gas Storage Field when the control 
well surfo.c~~ pressure shill be less th311 ,00 pounds per square inch gause. 

(b) &.lyer 3hall have the right to purchase 40% of the excess 
quantity of natural g~s av~able tor s~e over the obligation specified 
in 3(a) above, and the obligation specified in the concurrent contract of 
Southern C~i!ornia. G~ Company and the concurrent right of Southern 
Californio. GIlS Comp~ to purehnse 60% of such excoss gas. 

(c) Ii' at MY time Seller shall fail to tender" when requested by 
Buyer, for at least five d~ during ~ calendar month of the winter period, 
November to Y~ch, inclUSive, ~~ avo rage daily quantity of 240 million cubic 
feet of gas, and ~hen 3uch doficioncy in tender is not attributable t¢ the 
depletion 0: ~torage g~ or i5 not attributablo either directly or 1n4iree~ 
to the BI.lyer, or is not exc~ed. by foree majeure, Buyer shall. have the 
right, at its option, to reduce the monthly fixed charge thereafter to such 
proportion of $l28,000 ~ th~ average d~ q~~tity of g~ actually tendered 
during the ~aid period of at loast five d~ bt<Jars to 240 million cubic teet. 

4. The zr.onthly fixed charge and the cc::nodity charge shJlll remain in 
effect after tho !ir~t year of tho contract and until ~er or Seller shall 
have rcq~csted the other by at le~t 30 days' notice in writing to renege--
tiate the scjti monthly tixloXi eh;u-gc or the commodity charge. 
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APPENDDC B 

LIST OF AFEEARANCES 
For Applicant: O:c,.. C, Sattingpt. 

Interested Parties: City of Los Angeles, 'by Roger Arnebergh, Alan G, Campbell, 
T. M. Chubb and R. W. Rll$seU; California Manufacturers As~oo1e.t10n, by 
C9~ree D. RiYee of Bro'boek, Pbleger & ~on; Cal1f'orni& Fam. Bureau Fedora-
tion, by J, J. Deuel; Southern Colif'orn14 Edi.son Com~,. by Bruce Ronviek and. 
Rollin E. Woodbury; The Excha.nge Orange Products Comparly, by W. D. M"tK'lv of' 
Commorcial Utility Sorvice ; Monolith Portland Cemont Com.POllY,. by' Norman, Elliott 
of Enright & Elliott. 

For tho Comm13sion starf: l?ori$ H, tllkus~ and Chtll'lM W, Mot;!. 

LIST OF WITNESSES 

Evidence wo.s presented on bet.nJ.r of a.pp11ca.nt by Robert A. Hornby (&.te of Return, 
Financial Risks), C. E. Pee.rm.on (Introduction, History, &lance Shoet,. Income, 
Earnod Surplu:J,. Cloarirlp: Aeeo\lllto, Opornting Revenue3, AdmiDi3tro.tivc aDd. 
Cenoral Expenso Toxos, Doproci.ll.tion, Rate &"0,. SUZIlI:D.a%'Y of' Earnings, Conclus10n); 
RAymond W. Todd (Presont Operations, Cost of' Gil:), Transmission 'Expense). 

Evidence 'lJQ:) presontod on bohal:t.' of the Intorestod PArties by: Homer R. Ros:! 
(Cost Study, Revenue Dlld Cost Com~1sons); Molvin E. G.:dnder (&timo.ted Results 
of Operation and Earnings on Common Stock.) 


