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D~c1sion No. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of thG Application of ) 
SOUTHERN CALIFORNIA GAS COV~ANY f~r ) 
a g~nera1 increase in gas rates ) 
und~r Section 454 of the Public ) 
Utili tj,~:z Code. ) 

Application No. 34975 
(S~cond SupplBmental) 

(App~arances and list of witnesses at the 
h~ar1ng on tr~s Second Supplemental 
Application are set forth in Appendix A.) 

OPINION ON SECOND SuPPLEMENTAL APPLICATION 

I 

By its second supplomental application filed in the 

above-entitled proc~~ding on January 14, 1955, Southern California 

Gas Cocpany seeks authorization to increase gas rates to produce 

additional annual gross revenues of $5,968,000, or 4.1 percent of 

present revenues, because of further pending increase in the cost 

of out-of-state natural gas to become effective April 15, 1955. 

Applicant's present rate levels, pursuant to our Decis10ns 

Nos. ~7992 ~~d 50742, conta1n an offset amount for out-or-state 

gas coot increases placed into effect by the El Paso Natural Gas 

Company on J~~uary 1, 1953. The offset increases may be subject 

to refund if the Federal Power Commission does not finally authorize 

the full out-or-state gas cost increases being assessed by 
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RJ. Pa$o Natural Gas Company and requires El Paso to make refunds 
(1) 

to 1ts customers. 

Public Hear~ 

After due notic~ public hearing on this matter was held 

~n a eonsol1dat~d record with Second Supple~ental Appl~cation 

No. 35742 of Southern Counties Gas Company of Ca11forrda before 

Commiss1oner Ray E. Unt~re1ner and Examiner M. W. Edwards on 

February 4, 24 and 2;, ar4 March 11, 1955, 1n Los Angeles. The 

mattqr was tuk~n under subm1ssion on Mareh 11, and now is rp-ady 

for decision. 

ARp11C9n~rs Position and Request 

App11cant requests that beginning April 15, 1955 an 

additional offsqt charge of 4.3 cents per Me! be added to its 

rates for firm service in orcler to offset the increase of the 

monthly demand charge from $1.62 to $2.00 per Mef of contracted 

daily demand and the increase of commodity charge f:t."om 16 to 18 

cents per Mef of purchased out-or-state gas. Based on El Paso 

gas deliver1es at 100 percent load factor at the current contract 

rate of 534,8;0 Mcf per day at a pressure of 14.73 pSi, total 

annual purchases from El Paso would be 195,221,000 Mcr, and the 

resultlng lncrease in the annual cost of gas would amount to 

$6,267,000 or an equivalent 3.21 cents per Mc! on a volumetric 

basis. However, a:pplicant expects to take slightly less gas than 

(1) With regard to the January 11 1953 increase, the Federal Power 
Commission, on November 26, 1954, issued its Opinion No. 278 
fixing rates of El PasO Natural Gas Company in Docket No. C-2018 
and ordered certain refunds to customers of El Paso, including 
Southern California Gas Company. Thereafter, on December 13, 
19~, El Paso filed an application asking for ~ stay of Opinion 
No. 278, and requested a rehearing. On December .22, 19~~ the 
Federal Power Commission granted a stay and rehearing but no 
date was set therefor. On October l~, 1954 El Paso f1led a 
further application for increased rates, Feaeral Power Commis­
Sion Docket No. 0-4769. The E1 Paso Na~ural Gas Company has 
~oved, under Section 4(e) of the Natural Gas Act, to place thes~ 
rates in effect, subject to refund, on April 1;, 1955. Pursuant 
to the terms of the Natural Gas Ac~, it is mandatory that this 
motion be granted. 
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this amount in 1955, or 194,163,000 Mer, at an increase estimated at 

$6;250,000. 

Under the agr~em~nt between the applicant and Southern 

~ount1es Gas Company of C~11fornia, a,proved by the Commission in 

Decision No. 50718, the total cost of all gas purchases by the two 

compar~es is adjusted so that the same average price is borne by 

each~ In light of th€ fact that the contractual purchases by 

Southern California Gas Company from El Paso Natural Gas Company 

exceed its proportionate use thereof, the effect of this agreement 

is to reduce the above indicated annual increases in the cost of 

gas to applicant by 5282,000, with a corresponding increase to 

Southern Counties Gas Company of Calirornia. Reflecting this 

adjustment, the net increase in the cost of purchased gas to 

applicant, as set forth 1n the application, is $,,968,000. 

Applicant's bas1c pos1tion is that its present level of 
e:arr..ing is not sufficient to absorb the increased cost of the out­

of-state gas without the offset incr~ase requested in this applica-

tion. 

E~rr.ing POS6t1on 

Applieant presented su~plementa1 testimor.y and details 

or its current earning position by Exhibit No.1,. The Cocm1ssion 

statt analyzed applicantTs showing, cross-examined its witnesses 

and. preser .. ted. a revised estimate of applicant r s 1955 operations 

by Exr~b1t No. 20. The two estimates for 1955 are set forth 
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Item 

Operating R~venue 
Gas Sales 
Other 

Total 

Operating Expenses 
Production 
~ransmission 
Distribution 
Customerrs Accounting 

and. Collecting 
Sales Promotion 
Admin. and Gene:'al 
Cost Reallocation 

Subtotal 

Taxes 
DepreCiation, Annuity 

and Interest 
Depletion of Recov­
erable Oil 

Total Oper. Expen~es 

Net Revenue, as Computed 
Current Year Corrections 
Net for Return 

Applicant's 19'55 
Pro Forma Est1ma:t'e 

Exb.1 b1 t No. '15' . 

5150,447,000 
1,508;000 

151,955,000 

65',560,000 
4,277,.000 

14,909,,000 

7,377,000 
3,805,000 
8,,59,000 

(1.187,000) 
103,300,000 

23,026,000 

7,430,000 

70,000 
133,826,000 

18:129,000 
~l5'O,OOO) 

17,979,000 

Rate Base, Depreciated 

Rate of R~turn 

297,082,000 

6.05% 
(Red Figure) 

App11cant f s 1955 
P:'o Forma Estimate 
~·s. Re'V'1sed by Sta.ft" 
ExMbr~t No. 20 

.......... 1 

$1,0, 5'33 , 000 
1, tl;.B , 00.0 

1;2,1,000 

133,1 2,000 

18~889,OOO 
~150,OOO) 

18,739,000 

295,997,000 

6.33% 

In ~aking adjustments t~ the applicant's 1955 pro forma 

estimate the staff adjusted upward the revenue by $86,~OO because 

of a les~er unaccounte~-for gas based on an average of the recorded -unaecount~d-for gas for the past seven years. Transmission 

expenses were adjusted downward by $79,000 and distribution expenses 

downward by $447,000 to reflect conditions for an averag~ year 

based on a trend which smoothes out the f1uotuations for rate­

making purposes. Customers accounting expenses were adjusted 

downyard by $149,000 because the staff had more recent data avail­

able as to 1954 controllable .expenses and assumed a lesser 

uncollectible revenue based on actual 1954 results. Administrative 

and general expenses were adjustee downward by $499,000 because of 
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several itemc, such as dues, donations &~ political expenditures . 
$110,000, contingent local franchise accruals ~16,,000, and moving 

expenses in connection With the evacuation or the Santa Fe Avenue 

'.1arehouse $175,000. Ad valorem taxes were adjusted downwa.rd by 

Sl~O,OOO by using the latest known tax rate of $6.46 per hundred 

dollar= of az~~:so.d valuation for the 1954-55 fiscal year rather than 

an estimate of the 1955-56 average tax rate. The state unemployment 

tax wa~ increas~d by $122,000 to reflect an average rate based on the 

applicantts past experience. 

Thre~ adjustments were involved in the rate base: first, to 

re~lect the effect of the staff's revised estimate of connected 

m~terz; second, to r~flect the assuced replacement of the Santa Fe 

\~arehouse as of January 1, 1955; and third, to u.se the weighted , 

average depr~c1at1on reserve instead of the '!)eginning of year reserve 

as a reserve deduction to determine the depreCiated rate base~ The 

ne~ result of these three items i~ to lower the depreciated rate base 

f~om $297,082,000 to ~295,997,OOO. 

These several adjustments and other minor adjustments 

r~qui~ed an upward adjustment of $580,000 in taxes on income, based on 

tee current tax rates or ~ percent state and 52 percent federal. The 

resultant increase of $760,000 in net revenue, together with the down­

ward adjustments in rate base of $1,085,000, raised applicant!s 

est1mat~d rat€ or r~turn from 6.05 to 6.33 percent. 

The it~~ of (5150,000) 1n the above tabulation deSignated 

Current Year Corrections is related to tax correetions for antiCipated 

refunding expenses associated with the first offset rate plan. Since 

the accrual of $288,000 was not actually expended 1n 19~, the 

related tax savings 'Hill not be reflected in the books until 1955, 

when the refund is now expected to take place. This adjustment has 

the ~ffeet of placing the, tax cr~dit in the year during which the 

book expense was accrued. 
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Tho app1ic.:'.nt, in rcbt:.ttal testit1o:rJ:r, tool: e;~ception 

to t2le o.djustn:cnts proposed b.' the st~.ff. It st.?ted th.:-t buildil1:; 

st~rts ~re some 10,000 hiGher t~~n they were ~ yenr aGO end the 

staff is unroo.sonc.ble v:lcn it ossu.""Jos 65,000 neu con~"lected L.10tCl~S 

in 1955 at the same level F'.S 1954. It objected to the curvilinec.r 

0xtrapola tion method used b;" the starr in trendi~: trL'.nsmission 

expenses. It pOinted ou';; t11.2. t tl'Jorc is ~, sc':-.sono.l v~:riz. tion in 

uncollecti bJ.es. The o.pplicc,nt stc.tcd ·tl'l.:' t tte 6.33 per cent ro. te 

of return sho'Wn by the !:taff would be rcC:ucec.1 to 6.22 per cent if 

the offset rates were consiCered only from April 15, 1955 r~ther 

th2.n ::l. full year. Also, the uc.:;e offer of '::;771,000 would further 

reduce this rate of return to 6.10 pcr cent, it c.sscrted. It stc.ted 

thc.t deduction 0: weiehted ~ver~Ge ~e,rcci~tion reserve would 

require ~n incroase in r~tc o~ return by 0.04 per cent if the 

CI.pp1ico.nt is to ~'l.:J.ve t:10 s.:'.mo level of c.olltl-r return as '\,[o.s o.llowcd 

in Deci:::ion No. 50742. I:; ::'inC'.l urzument ~:p,lic~l')t 2)ointoc1, to its 

csti: iU to for t:·.e yec'.r 1956 sto. tin:; it expects to cOorn 5.81 PCI' cent 

as comparod- vi th t:10 6 ,er cent ro. te of return 0111y recently :round 

re~sonable by the Comr·;1ission. 

Rate Incre~s~ Pro,~~al 

App1ico.nt ,ro,o$od a 4.3 cents ,or Mcf increase for all firm 

service, but did not ,ro)o~O any furthor increase for the interruptible 

service, Schedules :To~. G- 50 t~1rouzh G- 55. Its rO.:J.!::on for not r.>ro-

posing a::y increo.sc in the ro. tos :fo:' inter;;.~upti 'i:>lc service is th2. t 

the competitive ,rice of :uel oil? in its opinion, docs not permit 

it. Applicc.n t in troGHcad :>-hi bi t :Jo. 14 to :::ho'; t~Ja t curran tly the 

?~cific COc.st inventory 0: re:::j,c1uc.l fuel oil is ap'proc.c!1ing the 

level vlhich :precedod the major cistrcss~d oil !!lar!~ct of 1949-1950 o.nd 

the I7goin; price!! of re:::iduC'.l fuol oil is so:no 20 to 30 cents or 

:lore beloi'l t~1e posted ~jrice of '::,1.85 por b~.rrel. It expects further 
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declines startine this S,ring nnd contends th~t any inc~ease in 

the interruptible rates mi:bt cause c.n extensive switch in rucls 

for this clasz of ~u~inccs. 

Rate Snrec.d Discussion ------........- ---.---~-.---... 

In ~upport of appliccnt 1 c ,ropoc~l not to increcse the 

intro~uced 0 cost 0: service study, ~~hibit No. 16. By metns of 

this study the a=:oci~tio~ ~llcges thct t~e ~cncral service and 

serve and the ~~S cn:ine, :irm in~~striol ~n~ interruptible rates 

are ,rcsently cbovc inCicc.toc cOst3 to serve. 

The .:\csocic.tion opposed the proposed uniform increase 

per Mef to the fire cl~ssc= of service ~nd SUZ3csted instead that 

the :01;:- "ci ve perconta ~es of increc.ses I,rhich tiare ~:>rescribed by the 

Commiscion in the orieinC'.l .:'.p,licC'.tion proceeding::: be followed. It 

sU3gested the following c1053 increases: general service, 5.76~; 

comitlcrc1c.l zcrvicc, 2.~8~; 3D.S enGine zcrvicc, 4.37/~~ t\nd fil"i:l 

indu:;tri~l service, 3. 57~;. 

The City of Los An~clc$ took the position that any r~te 

relief granted the ~p,lic~nt in this proccedin~ should be only in 

s'...lch amounts ~.S .. rill !,rob:-.~:>ljr pCl"ini t c.p,lic~.nt to earl'1 a return 

\1i thin 8. ro.:tson~ble r::'.n~~o of the 6 per cent rate of return found 

rco.sonoble in Docicion No. 50742, ~.nd that any such rate relict 

er~nted be derived, in so far ~s com,etitive fuel oil prices may 

permit, from tho o.pplic2.tion of .:\dclition~2. unl:orrn offset ch.?.rges 

to tho v~J.'...lrnes of ;:lS ,\..~rc:1ascd by ~.11 of ~pplica.nt t S C'.1stomers. 

It also took tho pOSition that the b~sis for fixing rates for 

intcr::'upti ble custo::'lors should be csscntic.lly the v.-:.luc of the service 

:l~ determined priwc.rily b~r com~ctitive fuel costs ~nd it urged 
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t1102.t the Commis::::ion .;:i.ve due co~~iC:;or~tion to asscssin~ to t:1C 

interruptible ~ervicc ~s ~:ch of tho fair sh~ro of any incre~scs as 

may be wQrr~ntcd ~t this ti~o. 

The City !.loj.r.tcd out thz. t t!1.0 Fedor;:',l Po\:cr Co:n.'lllssion 
2/ 

in its O~inior. IJo. 27~ ordered ~ reduction in :1 P~SOfS demand 

chare;o from :Z1.62 to (;;1 .. 10 POl' :·fcf of contr~ctod d~ilJ· dem~nd ~nd 

~n incro:.:, SQ ;Ln the cornmodi ty c11ar,::c f~'om 16 to 16. 9l.r C~l'lts POl' :'ict. 

It used those f~cts ~s an nrguocnt ~gcinst the cost study ot the 

associztion ~nd brouzht out tho r2ct thnt the findings would bo 

different from those s;:o\'ll'1 in :~xhibit No. 16 if tl~o fin~l rotos in 

Docket No. G .. 4769, Q,S determined by the Federal Power Commission, 

vc.ry in 8. me. teri;..'.l :~a::;hion from t:1C rc. tos as l'e<;.uostoC!. by El Paso. 

Tho reprosentative 0: the Co.lifo~nic. ~cr~ Burc~u 7oe~~~-

pl~:l now boi'o:-e the COr:ll:lission is :to.ir 'to bo th the utility and 

the Cllsto~t;lrs and :neri ts ::.", .. orab10 con::idcr~,tion. lioi·rever, he held 

the vicv.1 that the o1..l.rc.en should bo spread over c-.ll cl::t~ses of 

customer::: ~"i th the Possible c;:ccption ot the interJ.~u~'tib10 sorvice. 

l1i th re~pect to interl"uptible :;crvicc, he tl1o:.tbht there vould be 

:IlOre danger to the C011Su.-:'lers ... ,hich he represents if any p~rt of 

the propo:ed increase ~/cre to be placed on interruptible rates th~n 

if no incrense is ~ndc in such r~tcs. 

A c~sto~er's representative expressed concern over the 

possible c.dversc effect on t'-;c fir;; cuztO:lers of an i11crease in 

int~rrUl)tible re.tes U11c":.er the prc:::e~t oil ,::ice s1 tuation. He 

also :ugge::::t~d ~1~t co:t of service be siven consideration in 

sprcc.ding any offset increase. 

A represento. ti va of t:1C lIol1:ywood Consu..-ners r :.e:t$uc was 

opposed to any increase lli1til thc final action o~ the ~ederal 

Po.",cr CommiSsion is k ... "'lO ... .'ll. 

~/ See footnote 1. 
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Refund Plan 

By Exhibit No. 12 applicant set forth its proposed refund 

plan in th~ event refunds are required. Applicant ~tates it proposes 

to determine th~ total refund from the difference b~tween the total 

dollars c~llected under the offset rates, including refunds received 

fr~m El Paso, and the totar increase in the coot of gas purchased 

fro~ El Paso not now reflected in hase rates, plus the net cost of 

making refunds. Ap~licant outlines a formula to determine a unit 

refund per Me! used during the offset period. 

Our conclusion on applicant's refund plan is that in 

g~neral it is reasonable and acceptable but it needs changing 

becaus~ of the revised rate spread being authprized herein. Aleo, 

the estimated net cost of any probable refunding should be excluded 

in the initial calculations. The applicant may subcit a plan for 

. bl d--... ' .. - {'..... b 1 ..' 1 f equlta e ~~posl~lon o~ ~.e n~t a ance o. tne actua cost 0 

refur.ding nl'lt recovered f:-om El ?aco and any balance created by 

applicant~3 inability t~ deliver checks and by checks uncashed af~cr 

on/? year. ~1oreove:-, ~h~ refu!1d plan should provide for p:-o:-ating 

sales~ revenues and gas costs at the beginning and end of the 

~criods involved. 

The California Manufacturers Ass~ciation points out that 

applicant in effect propcses that, :-ega:-dless of the amount of refund 

it :r..ay eventually receive f:-o~ El Pase in respect to gas purchased 

after April 15, 1955, its interr~ptible customers shall not pa:-tici-

pat~ in that ref~~d. The ass~ciaticn states that it is conceivahle 

that the ultimate refund '~ich the Federal Power CO~T.ission ~rders 

El Paso to make to applicant in respect of gas s~ld ~n and afte:-

April 15, 1955~ vdll exceed the total of the new offset charges 

collected by applicant f:-om its fir~ customers on and after that date. 

If and to the extent this take= place, the association holds it is 
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only fair and eq~itable that the interruptible custo~ers should 

participate ratably with th~ firm customers in the refu:1d of any 

such exce::s. The COr:l.'T.ission ccnclt;,des that the position. of the 

association is reasonable and that the refund plan of applicant 

h 10. b , ..... d d" s.ou e ~oal.le accor lng_yo 

The order will provide that the applicant shall file a 

revized refund plan with this Co~~ission and with each of the 

partie::, within ninety days after the effective date of the order, 

to reflect exclusion of the net cost of refunding from the initial 

calculations and to'reflect the revised rate spread authorized 

herein. Any party may submit corrM~ents with respect to such revised 

refund plan to the COl'l".lnissi"n "':i thin fifteen days after the receipt 

thereof. 

Conclusions 

, .('t • d . ... '- . d ... d d . . 
J1.,j, er conSl ~rln.g ... ne eVl ence 0 ... recor a.."'l. gl vJ.ng 

weight to the contentions ~f the various parties and objections 

by cuotomers, it is concluded that applicant in the l'l"4in has 

justified its requ~sted revenue increase. However, due to the 

greater esti~at~d use per general service customer, agreed to by 

the partiAS, the unit increase required to fully offset applicantfs 

increased cost of El Paso ga: is less than the 4.3 cents per Mcf 

requestE'd. 

In arriving at ou~ decision as to the a~ount of offset 

increase which should be authoriz~d, we have ~ade full allowance 

for the 3 per cent wage increase effective April 1, 1955, and for 

the effect of the indicated d"wnward trend in rate of return. vie 

~hall ~ot i~ this offzct proceeding dete~ine whether the applicantTs 

"r th~ staffTs basis of esti~ting trar.s~ission and distribution 

exper.ses and local franchise require~ents is proper for rate-fixing 
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purposes. However, on ei~her basis) applic~~t's earnings will not 

be ur~easonably high. 

The problem of spreading the needed increase in revenue 

among the various classes of applicant t s custOl'J.ers is a difficult 

one. The most straightforward and obvious method would be to grant 

.a uniforrn increase applying to all classes on a volumetric basis. 

This is the logical method in the absence of convincing evidence 

azainst it; and in addition it has the decided advantage in this case 

arising from the fact that the rates and the relationship between the 

demand and commodity components for out-of-state gas may be materially -
alte~ed by the Federal Power Commission in its final decision. 

We are informed and aware of the arguments in favor 
.- --

of a substantial differential in the rates charged as between firm 

and interruptible customers. The interruptible customers are required 

to be equipped to use alternate fuel at any time that gas is not 

available to them. Ao a consequence, they help provide an importantani 

valuable stabilizing effect to the applicant's operations. They 

provide the demand during the off-peak seasons which enables appli­

cant to contract with out-or-state supplie~3 forthe large vol~e 

of gas delivered. There is no question that the firm customers are 

supplied at lower rates than would otherwise be possible as a 

result of the existence of the interruptible market. 

A further result of the fact that the interruptible 

customers are prepared to use alternate fuels is that applicant is 

subject to competi tion in the sale of gas to these .customers; land 

the interruptible rate must be established at a point which enables 

applicant to maintain its competitive position with respect to such 

other fuels) particularly fuel Oils. There is some evidence in the 

record that the fuel oil market is at present importantly affected 

by the presence of a su:plus, as a result of which fuel oils have been 

offered to some large c·onsumers at pri ces substantially below the 
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posted price. In view of this situation, it is unlikely that 

applicant could increase the price per Mc! to its interruptible 

customers to the full extent of the increased price it must pay for 

out-of-state gas without losing an appreciable part of its 

interruptible market. 

Despite these considerations, a careful review of the 

record is convincing that applicant did not make a showing which 

would justify the Commission in these proceedings in placing the full 

burden of the needed revenue increase on the firm customers. It has 

not been demonstrated that natural gas must corr.pete entirely on a 

heat unit basis with alternate fuels. Gas is, for many processes, 

undoubtedly a prenli urr. fuel wi th ad vantages that would impel its use 

even at a higher cost per heat unit. It also has the advantage 

generally of creating less smoke or smog than fuel oils. Moreover, 

the delivered price of fuel oils may differ considerably from the 

posted price, depending on a number of elements such as plant 

location, the quantity demanded, the grade of oil, and the delive'ry 

costs. It is quite possible tha,t Q. syste:r.-wide interruptible rate 

set low enough to make gas competitive on a heat unit basis for 

customers with barge or pipe-line delivery may be substantially lower 

than that necessary to make gas competitive with fuel oils for other -interruptible customers. Applicant did not provide an industry-by­

industry or customer-oy-customer survey indicating the delivered 

costs of fuel oils in its various service areas and the corresponding 

gas rates which would be necessary to ~ake its product competitive. 

This is an offset application, in which applicant met its 

burden of proof that t,he requested additional revenue is needed. It 

did not, however, present the full and detailed showing that is re­

quir~d to justifY a s\lbstantial redistribution of the burden of its 

increased costs as between its various classes of customers. In view 

of this state of the record, we are not justified in plaCing the full 

burden of the increased revenue needs of applicant on the firm 
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customers and leaving the rates to interruptible customers at their 

present le vel. 

The offset increase requested by applicant and hereby 

found to be required is $5,968,000. Spread over the 194,492,100 1~4cf 

which applicant expects to purchase from El Paso in 1955, this amou~ 

to a cost increase of ,3.07 cents per Mcf. Applicant will be 

authorized to increase its base rates for all classes of customers 

by this amount. 

It is recognized that the competitive situation will pre­

vent applicant from increasing its charge to all of its interruptible 

customers by the full ,3 .07 cents per l~Icf. The rates for some of the 

interruptible customers may have to be kept at their present levels 

if applicant is to retain their business. It is to be noted, however, 

that the authorized increase of ;.07 cents per Mcf applied only to 

the firm customers will produce added revenue in the amount of 

$4,365,000. The balance required by applicant, or $1,603,000, could 

be developed by assessing an average increase for all interruptible 

sales of 1.30 cents per Mer. In authorizing the 3.07 cents per Mc! 

increase on all classes of customers, we therefore leave to applicant 

a co.nsiderable amount of leeway in the adjustment of its rates to 

interruptible customers in suc h manner as to accomplish the full 

increase of revenue which it requires. 

It is our intention by this decision to place upon appli­

cant the responsibility for carefully analyzing and reviewing its 

rates to interruptible customers. This is the area of its operation 

in which it faces competition and has the best opportunity to 

exercise and demonstrate business judgment and alert business 

practices. The maximum increase of 3.07 cents per Mc! to interrupti­

ble customers is permissive only. After surveying its interrupti­

ble market, applicant is invited to file such interruptible rates 

as will retain that business while securing as much as possible of 

the needed revenue increase from its interruptible customers. It is 
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not intended, however, that the increased rates to interruptibles 

should in any event be such as to yield increased total revenues 

from this source in excess of $1,603,000. 

The following table sets out the results of the increases 

which will be authorized herein as compared ''lith applicant's request: 

Cl~ss of Service 
Firm Service 

Gene~al and Commercial 
Gas Engine 
Firm Industrial 
Subtotal Firm 

Inter~uptible Service 
Interru~tibl~ Indu~trial 
5team Plant Basic 
Stearn Plant Excess 

S, ... btotal Interruptible 
Total 

Estimated 
1955 

Sales Mc! 

122,976,400 
3,204,000 

16.000,000 
llo.2,180,400 

86,412,000 
7,113,100 

29,e82,~01") 
123)4.0~,~OO 
265,58 ,000 

A?plicantTs 
P~op"sed Autho~ized 
!nc~ease at Increase 
4.3 !'In' Firm Rate AmO'lmt 

$5,2Se,000 
138,000 
688',000 

o~114,OOO 

3.07 
3.07 
~.07 .07 

$3,775,400 
9S,400 

, 401, ~OO 
4,.365,Otm" 

The offset rates being authorized herein will ~e subject 

to revision when the Federal Power Commission has fixed final rates 

for E1 Paso in Docket 0-4769. App1icant Ts customers will be pro­

tected by a refund plan during the temporary intervening period in 

the event that applicant collects more offset revenue than the final 

authorized increase in cost of out-of-state gas during the offset 

period. 
, ... 

INTERI1Vi ORDER 

Southern California Gas Company having applied ~o this 

Commission for an order authorizing increases in,rates and charges 

for ru;~tural gas service, public hearings having been held,. the matter 

having been submitted a~d being ready for decision, 

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

and cr..arges authorized herein are justified and that present rates, 

i~ so far as they differ from those herein prescribed, for the future 

are unjust and unreasonable; theref'ora7 
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IT IS ORDERED as follows: 

1. Applicant is authorized to file in quadruplicate with 
this Commission after the effective date of this order 
in conformity with General Order No. 96: 

') ... 

3. 

(a) 

(b) 

Revised schedules of rates which include 
additional cost of gas offset rate increases 
of 3.07 cents per lv1cf in base rates for firm 
service and, upon one day's notice to this 
Commission and to the public, to make said 
rates effective for service rendered on and 
after liay 10,l 1955-

Revised or new schedules of interruptible rate~ 
containing such portion or a maximum increase of 
3.07 cents per Mcf in the base rates compared to 
existing interruptible schedules, as applicant 
may determi~for each such schedule, but not in 
excess of $1,'603,000. Such revised or new 
schedules shall become effective upon ten daysr 
notice to this Commission and to the public. 

Applicant zhall keep such records of sales to custo~ers 
during the effective peri~d of this cost of gao offset 
rate as will enable it to ~ete~ine readily the total 
offset charge and the total refund, if any~ that may 
be due to each customer. 

Applicant shall file a revised refund plan acceptable 
to this Co~~ission within ninety days after the effective 

QauC Or thl~ oraer, Jlicn ~§vt~~~ r.~fu~~ Dl~.n shJ.l b~ 
serv~d on each of the parties in this proc~~ding 
w:l. thin the a.fcreSClid -::.::":71e period anc. a.ny ?a:-~y rn.ay 
submit co~~ents with resoect to such revised refund 
plan to the Commis~ion with~n fifteen days after 
recei~t there~f. The refu~d ~la~ to be sub~itte~ 
shall" reflect the cffset rate~ realized from the 
order herein and ~he Cffcc~ivc d~tes of these offset 
rates. The esti:r.ated cost of rei't1.::1ding shall be 
exclud~d and sales~ revenues, and cost. of gas shall 
be prorated a~ ~he beginning ~~d end of the periodz 
involved. 

4. A,plic~~t shall deter.min~ refunds by the for~ula 
contained in ~he revised refund nlan provided for 
in paragraph 3 abov~. . 

5. After determinatio::1, refunds shall be made in the 
~~nner set forth in the revised refund plan requir~d 
by ~rdering paragraph 3 above. 

6. Up~n the final decision by the Federal Power Commission 
in Docket No. G-476'1 applicant ~hall file a supple­
rn.ental application herein containing its proposed 
per~anent rate plan for final determination and 
authorization by this Co~~ission. 
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7. Upon final determination of the actual cost of 
refundin~ net ~eeoveredfrom El Pas~ and the amount 
of any balance ...::reated by applicant TS inability to 
deliver checks and by checks uncashed after one 
year, applicant shall file a plan accep~able to 
this Comcission for the e~uitable disposition of 
the resu:tant net balances. 

s. Applicant shall not effect any offset rate charges 
authorized herein pri.or to tl':e date increases become 
effective in its cost of out-or-state gas under 
Federal Power Commission Docket No. G-4769. 

9. Applicant shall file with the Co~ission ~onthly 
reports, within sixty days following the close of each 
period, setting forth: 

(a) The increase in revenue realized under" the offset 
rates authorized herein, segregated by firm and 
interruptible classes of service. 

(b) The increase in cost of out-of-state gas above 
the rate in effect immediately prior to April 15, 
1955. 

The effective date of this order shall be twenty days 

after the date hereof. 
Sall Francisco / z;6 Dated at __________ , California, this /9 day 

of ___ '_AP_R_I_L __ 
1 

1955. 

Commissioners 
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APPENDIX. A 

LIST OF APPEARANCES ON SECOND SUPPL~~AL APPLICATION 

For. Applicant: T •. r. Reynold:" and H. P. T.etten, Jr. 

Interested Parties: City of Los Angeles by Roger Arnebergh,Alan G. Cmll12be)J_o 
T. M. Chubb" and. Rebert, W.. Russell; California Manufacturers As~ociaw 
tion by George D. RiV6~ of Brobeck~ Phleger & Harrison; California F~ 
Bureau Federation by J. J. Deuel; Monolith Portland Cement Company 
by Waldo A. Gillette and Nerm~~ Elliott of Enright and Elliott; City of 
Banning by Jes!;Ie E. Ja.eob~on; City of tong Beach by Henty E. Jordan; 
Exchange Ora.'"lge Product~ Company and. Challenge Cream. and aut ter 
AsMciation by "Ii. D. !w"~cKa.y; Southern California Edison Company ,by 
Bruce Renwick, Rollin E. Woodburv, and John Bury; City of Anaheim by 
Ereston Turner; County of San Diego by Je:l..~ L. Vil'leen.z; City of Pasadena 
by Clarf'!nee A. vlinder and. Q-ank L. Kostla.n; Hollywood COXlS'Umers League 
by EdWin Goodwin. 

For the Commi:3sion Staff: Bor:i,~ H. Lakusta, Charles W. Morn, Theodore St.ein •. 

LIST OF WlTNESSES ON SECOND SUPPI»1ENTAL APPLICATION 

Evidence W~ presented on behalf of the applicant by: W.. J. Herrman and 
F. M. Foster. 

Evidence w~ ~resented on behalf of interested parties by: Homer R. Ross 
and Edwin Goodwi."l. 

Evidenco was presented on behal! of the Commi:lsion staff by: William W. Eyers, 
Robert O. RandaJ.l, Joseph O. Sondeno, Greville Way, and Chester O. Newma."l. 


