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Decision No. 54233 
ID)~~~n~ll 

BEFORE THE PUBLIC UTILITIES CQMMlSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
SOUTHERN COUNTIES GAS COMPANY OF ) 
CALIFORNIA for a general increase ) 
in gas rates under Section 454 of ) 
the Public Utilities Code. ) 

Application No·. 3821l 
Amended 

Appearances and witnesses are listed in 
Appendix A 

INTER-TM OPINION 

A~plicant's Request 

Southern Counties Gas Company of California filed the 

above-entitled application on June 29, 1956 seeking $4,737,000 or 

6.91 per cent a.~ual increase in gas rates based on its projected 

operations for the year 1957. However, before this matter 

was scheduled for regular hearing, applicant, on Septe~ber 22, 

1956, filed its first amendment to its application for an interim 

order increasing the wholesale rate for natural gas furnished to. the 

San Diego Gas & Electric Company. ~~ile applicant requested an ~x 

parte interim order, it appeared to be in the public interest to 

hold a hearing on this interim request inasmuch as the increase 

sought from San Dieg? is substantial, that is $715·,000 annually. 

Also, applicant sought approval of a lengthy service agreement cover­

ing the sale of this gas to San Diego. 

Public Hearing 

After due notice, public hearing on this first amendment 

was held on Noveooer 14, 1956 in Los Angeles before Coomissioner 

Rex Hardy and Examiner M. W. Edwards. Testimony in favor or the 

interim request was offered by one witness for San Diego through one 
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exhibit, an~ by one witness for the applicant through four e~ibits. 

No one offered any objection to an interim order so long as the 

increase was confined only to an interim period until the main rate . 
case eould be processed and decided. The next heari~g on the main 

... , , 
rate case is scheduled for February 6, 1957 at lO a.m. in the ______ 

. 
Mirror Building, Los Angeles, California. 

San Diegofs Position 

Since 1932 the applicant has supplied all natural gas used 

by the San Diego Gas & ~lectric Company for distribution to its firm, 

residential, commercial and industrial customers, interruptible 

industrial customers, oiscellaneous company use, and for fuel in its 

gas, steam and elec~rie departments on an interruptible baSiS, in 

San Diego and vicinity. The San Diego load has grown rapidly and 

for the winter of 1956-57 the estimated cold-day peak firm-load 

requirement i,s' 133,300 Mct. This load neeessi1;ates an increase in 

the demand from 95,000 Mcf per day,as per present contract, to 

120,000 Me! per day a~ provided by the n~~ service agreement. This 

leaves an apparent deficiency of firm gas's~pply in the aoount of 

13,300 Mcf, which can be supplied as "excess gasTr under the new con­

tract, if' the applicant has the same a'vailable, or from the emergency 

propane-air supply ~aintained by San Diego. 

San Diego is eager to obtain the additional voluoe of gas 
I 

and is willing immediately to pay a higher price for it. The exist~ 

ir.g rate is 27.75 cents per Mer on the average and the effective 

rate under the proposed interim schedule will be 29.$5 cents per Me!. 

For applicant's estimated 1957 sales of 34,023,000 Me!, the computed 

amount of the increase is $715,000 annually. S~~ Diego recognize~ 

that recently there has been some in~rease in applicant's cost of 

gas. 
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ApnlicantTs Position 

In justification of the proposed increase applicant intro­

duced Exhibit No.4, as an abbreviated cost-or-service study, which 

shows its total cost applicable to the San Di~go service of 

28.45 cents per Mc!, excluding the facility charge of $;;2,000. It 

represents that such cost is 0.21 cents per Mc! higher than the 

proposed interim rate level. Applicant's costs were based on pro­

duction and transmission, but excluded its aboveground storage and 

its San Diego pipelines. 

Applicant also i~troduced ~~ibit No. 5 to show that its 

rate of return for the 12 months ended Septe~ber 30, 1956 was 5.64 

per cent and adduced test~ony to the e!£ect tha~ the addition or 

$715,000 increase would not cause its rate of return to exceed 6 per 

cent, the level of return sought in the original application h~rein. 

Applicant has ~dvised that because of increases primarily in the cost 

of ooney it proposes to further amend its original application to re­

quest a 6.5 per cent rate of return. On such basis it ·Nill seek an 

additional final increase in the San Diego rate. 

Proposed In~erim Rate 

The proposed rate, Schedule 0-60, is a three-part 'rate as 

follows: 

l~ Monthly facility charge: 

2. Monthly demand charge: 

$46,000. 

$1 per Mc! of contract 
daily maxi!num demand. 

3·. Com:nodity cha:-ge: 24 cents per 'Mc!. 

For off-peak excess deliveries San Diego will pay 2$ cents per Mct 

and for on-peak exeess deliveries (over 120,000 Mcf per day) San 

Diego will pay 40 cents per Mcr. In addition, the proposed 

Schedule 0-60 also contains several speeial conditions regarding 

(1) heat eontent 7 (2) limitation of gas tor firo service, (3) eur­

tai1ment of interruptible servie~, and (4) contract provisions. 
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The principal rate changes in the proposed schedule com­

pared to the present schedule are to raise the commodity charge from 
I 

22.65 cents per Mcf to 24.00 cents per Mcf, the off-peak excess £.rom 

26.5 to 2S cents and the on-peak excess from 35 to 40 cents. The 

proposed term of the contract is to begin on the effective date of 

the rates and continue until January 22, 1960. No increase was pro­

posed in the unit demand rate of $1 per Mcf of maximum daily contract 

demand; however, because of the increase in the contract demand by 

25,000 Mcf, applicant's revenue for the demand component will 

increase. by $300,000 per annum. No increase was proposed in the 

facility charge primarily because San Di~go is installing the c¢~­

pressor plant at its expense to make the additional deliveries 

possibl~. 

Ccnclusion on Abbreviated 
~ost of ServieeS~udx 

ApplicantTs ~~tness stated that the cost study presented 

w~s not a full-dress cost of service study, but that it was within 

the ordinary limits of acc~acy for the purposes of justification of 

an interim rate of the character sought.. Counsel for the Californi.? 

Manufacturers Association pointed out that the cost study showed a 

unit demand cost of $1.75 per Mcf of . .Clon~hly maximum demand and 

questioned the sought increase of the commodity charge rather than 

of the de:land cha:-ge. Applicant contended that a Simple change which 

resulted in the rounding off of-the commodity charge was a good 

method of approximating the cost of service while keeping the demand 

charge at the round figure of $l. 
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The Commission's conclusion on this cost analysis is that 

it is acceptable for 'interim rate-making purposes only, and will not 

be adequate to aid in making final rates. 

The applicant should present in its main rate case, in 

addition to such other analyses and evidence as it may desire to 

present, cost analyses on the basis of its system operations for 

each class of ser-vice including resale service to San Diego. 

Conclusions on Proposed Rate 

San Diego had no immediate plans to increase rates to its 

firm service customers on account of the proposed interim rate 

schedule. Our conclusion is that this is a negotiated rate a.~d 

as such for the limited time it will be in effect is not unreason­

able. In the ~in rate ca5~ applicant will be required to present 

an alternate form of rate tariff entitled: "Schedule 0-60, Resale 

Natural Gas Service", which will be a complete schedule, si:nplifioo. 

and shortened as much as pOSSible, without the necessity of a con­

trac~, other than possibly a standard form of service agreement 

containing reasonable ,provisions to protect against short-term 

discontinuance of service and other essential proviSions. 

Findings 

The Commission finds that an order should oe issued in 

general approving the proposed rate and service agreement,but only 

for an interim period, in order to enable San Diego to meet the 

oemands . expect(~d during the coming winter season; that the increases 

in rates and charges authorized herein are justified, and that present 

rates arid charges in so far as they differ from those herein pre­

scribed, for the future are unjust and unreasonable. 

INTERIM ORDER 

Southern Counties Gas Company of Califorr~a having applied 

to this Commissi¢n for an order authorizing an increase in the 
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wholesale rate to San Diego Gas & Electric Company for natural gas 

service and the approval of the agreement referred to, public hear­

ing having been held, and it appearing to the COmmission that the 

request should be granted. only for an interim period and u..."ltil the 

main rate case is d.ecided, therefore, 

IT IS ORDEP~D 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, a revised Schedule 0-60 sub­

stantially as set forth in Exhibit No. 3 in this record except 

applicable only to an in~erim period and. on not less than one day's 

notice to the Commission and to S~~ Diego Gas & Electric Company 

to place said rate into effect. 

2. Applicant is authorized. to carry out the terms and condi­

tions of a written contract substantially like that one dated 

September 21, 1956 as shown by Exhibit No. 2 but limited in term to 

an interim period until final order is issued. by the Commission and. 

to render the service d.escribed therein under substantially the 

terms, charges and conditions stated therein. 

3. Applicant shall prepare and present prior to completion.of 

its showing in the main rate caSe an alternate fore of rate tariff 

entitled: ~Schedule G-60, Resale Natural Gas Service~, following the 

zuggestions outlined in the opinion part of this order. 

4. Because of the u,rgency of this matter the effective date 

of this order shall be ~he date hereof. 
~.- ~nciaeO Dated at __ ~ ___ ~~ ______ ~~~~ tL 

this / I -day of 

____ D~~~C_~_M~B~~? _________ , 1956. 

-C:C7I· . ~mmissioner3 
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APPENDIX A 

LIST OF APPEARANCES 

For applicant: Milford Springer. 

Interested Parties: Chickering & Gregory by Sherman Chickering, ~or 
San Diego Gas & Electric Cocpany; Bruce RenWick, Rollin t. 
Woodbury, Harry W. Sturges and John R. Burz, for Southern Califor­
nia Edison Company; Alan C. campoel1, T. M. ChubbL R. W. Russell 
apd P. A. Erickson, for the City of Los Angeles; Henry E. Joraan, 
for Ci~y of tong Beach; Wendell R. ThomRs~, for bity ot Pasadena; 
Frederlck Holoboff, for ~ity of San Daego; Robert G. Cockins and 
xobert D. ~gle, for C5.ty of Santa r-:onica; .1ames !)on Reller, for 
County of an Diego; J. J. Deuel and B~rt ~uzzini, for California 
Farm Bureau Federation; Brobeck, Phleger & Harrison by Geo~e D. 
Rives, for California Manufacturers Association; W. D. Mac y, 
Commercial Utility SerVice, for The Exchan5e Orange Products 
Company. 

For the CommiSSion starf: Martin Porter, Harold J • McCarthy, 
Theodore Stein and Carol T* Coffer. 

LIST OF WITNESSES 

Evidence was presented on behalf of the applicant by CeCil t. Dunn. 

Evidence was presented on behalf of the San Diego Gas & Electric 
Company' by H. C. Dillin. 


