DRIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

- -

Decision No. L OO

In the Matter of the Application )

of SOUTHEEN COUNTIES GAS COMPANY ) :

OF CALIFORNIA for a general in~- ) Application No. 38211
crease in gas rates under Section ) amended

454 of the Public Utilities Code. )

Appearances and witnesses
are listed in Appendix A.

SECCND INTERIM OPINTON

[ —

Avplicant's Request

Southern Counties Gas Company of California filed the
above~entitled application on June 29, 1956; and filed amendments
thereto on September 22, 1956 and Februafy 6,-1957, requesting an
increase in rates designed to produce additional gross revenue of
%6,L43,000 or a 9.5 per cent increase, on its estimated 1957 revenue
of $68,017,000 under present rate levels. Because of delays in com-
pleting the main proceeding whick were occasioned by requests of
certain interested parties for additional time to prepare and com-
pleve exhibits, the applicant, on March 12, 1957, made a motion that
it be authorized .to continue the winter level of general service
rates during the summer perqu.

Winter and Summer Rate Differences

Applicant presenﬁly'has higher winter rate levels than
sumner rate levels in its general service rates, Schedules G-1
throughG-6.2; military service rates, Schedules G-20 and G=21;
multiple dwelling rates, Schedules G-25 and G=26; firm industrial
rates, Schedules G=40 and G-41; and gas engine rates, Schedule G~L5.

The difference between the winter and summer rate levels varies as




- between the several schedules. These differences may be sunmarized

approximately as follows:

Schedule Numbers Winter Rate Higher than Summer -

G-1 through G=6.2 13 to 14 cents per Mef beyond 2,000 cu.ft.
per month usage.

G-20 and G=21 12 cents per Mcf, all usage above ainimum.

G=-25 12 cents per Mef, all usage above minimun.

G=26 Ll3 cents per Mcf, all usage above minimunm.

G=40 and G=41 8 to 9 cents per Mcf, all usage above minimum.

G=45 . Ll to 4 cents per Mef, all usage above miniznum.

Applicant is proposing in the main rate casc that the

sunmer-winter rate differentials in the general service schedules
(G-1 through G-6.2) be eliminated, but %o continue the seasonal form
of rates for the other schedules enumerated above. Where the present
winter rate levels would be higher than the proposed new suﬂmer rate
levels, applicant’s present request is to limit the rate after May 1,
1957, to such proposed new summer rate level.

Public Hearing

Thus far, seven days of public hearing have been held on
thic application, as amended, before Commissioner Rex Hardy and
Examiner Manley W. Edwards during the period November 14, 1956, to
March 15, 1957, inclusive, in Los Angeles. Following'the first day
of public hearing on this application the Commission authorized an
interim increase in the resale service rate for service to San Diego
Gas & Electric Company.l The instant motion was made on March 132,
1957, and on March 15, 1957, the applicant submitted three exhibits,
Exhibits Nos. 28, 29 and 30, and the testimony of two witnesses in
support of its second interim rate proposal. This second interim
request was submitted for Commission cdecision on Mareh 15, 1957,

subject to a late-=filed exhibit by the Commission staff as to the

L Decision No. 54233 daved December LI, 1950.-
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effect of this second interim rate relief request. Such stafs

exhiblt was filed on March 22, 1957 and a statement by the City of
Los Angeles with reference thereto was filed on April L, 1957. 7This
second interim request is now ready for decision. The next day of
hearing on the main rate case is scheduled for April 16, 1957, at

10 a.m. in the Mirror Building, Los Angeles.

Applicant's Position

Applicant's position is that it would be very confusing to
the general sefvice customers 10 have the present lower summer rates
go into effect on May 1, 1957, and shortly thereafter to have the
rates increased substantially if a2 uniform year-round rate were
authorized by the Commission. Also, the present level of winter
rates would produce some additional revenue to applicant during the
period whilé the processing of its case is being delayed through no
fault of its own. |

Applicant's Exhibit No. 28 shows that continuation of the
winter rates in the manner previously discuséed would result in the
following interim increases compared to the final increases being
requested:

Proposed Proposed
Interinm Final

Month Increases Increases

May, 1957 $396,000 $ 804,000

June 1957 323,000 740,000

July 1957 212,000 6LL,000

Total  J3L.000 2, TEE 000

By Exhibit No. 29 applicant computes that the effect of

this interim proposal is to increase the average revenue per meter in
May by 65 cents, in June by 52 cents, and in July by 3L cents.
As to the effect of this interim proposal on the system

results of operation, applicant's Exhibit No. 30 shows the following




A. 38211 6F

ostimated rates of return after ellowing for the incroased interim
IOVONVROS:
Poriod Rato of Roturn
12 months ondod May 31, 1957 S.ggé_

12 months onded Juno 30, 1957 Se
12 months cnded July 31, 1957 5.07%

‘Coplos of applicant's proposod dofinitive tariffl schodulos
to accomplisk this chango are attachod to rovisod Exaibit No. 31.

Tho City of Los Angoles ébjocts to the granting of an
intorim INeroast unloss nocessary Lo moot an omergoncye.

Staff. Analyais

The staff ostimated that continuation of the winter ratos
Anto Moy would rosult in an Increase of rovenue of $LOL,000 and into
Juno of $300,000. Basod on the staff's avalysis of tho applicant's
carnings, &3 shown 4in Exhibit Now: 21, tho continuatfon of ‘theso
winter rotes for tho months of May and June would bavo ‘the offoct of
incrocsing the not revonue after taxes by $318,6oo and would bring

“‘

tho roto of roturn up to &.0L por cont, if accoloratod teax

doprociation 15 usod, and'$.56 por cent, 4f straight line tox
2

doprociation 1s usod. Thorefore, tho rato of roturn on tho second
basis of computation would not oxcoed tho 6 per “cont found ressonablo
in Decision No. 50902, 4if tho intorim rates roquested wore in olfoct

for tho months of May and Juno.

2 Tho Corminsion hos not dotormined what roto troutmont o ncecord
tho accolorated tax doprocisation mothod..

y




5i=38211 ETwx .

Findinzs and Concluszions

The record in the maih'ﬁrdceoding~éhows that cortéin
appearances have requested such additional time for the filing of
cvidenticry matter, which, together with coincidental requests for
direet and crosé-cxami Stionm, will'extend-the;hearings. The
resultant final decision on thc natter will, therefore, probably
not be issued until after My 1, 1957. 'Californic Manufacturoers
Association; an'inﬁeréste& party hersin, dcsires.to offer into
evidence a cost of'écrﬁicc study which has been in preparation for
an extended period of tixe. Apblicant's'dffer TO Waive ¢ross-
exam;ﬁdtion as to the late filing of such & cost of service study,
as well.as to'lato-filcd'prqpared testimony in relation thereto,
was not accepted by counsel fdr'California Mhnufacturcr; Associotion.
Thq City of Les Angcios; an.interestedeQrty, through its counscl
conténded that the édét'of service study proposed to-be offered dy
Celiforniz Mhnufcctureré issociction was.o proper clement to be
considered by the Co 1ssion, and would not agree to waive ¢ross-
examination nor to waive the right to offor reduttal evidence to
such cost of service study. Counsel for Colifornic Farm Bureau
Federation took a position alike to that of counsel for the City
of Los /ngeles. Counsel for San Diego Gas & Zlectric Company, an
intcrestéd'party, was not willing to waive argument in briefs.

The staff counsel vook the position that California Mznufacturers
Association was entitled to its day in Court..

Because of the aforcsaid eleménts counsel for the applicant

moved, in open hearing, thet applicant’s wintertime rates be con-

tinued until finel decision in the mottor in order that all partiocs

hove complete opportunity to present their evidence and process

the case in an orderly fashion. During the hearing on March 15, 1957,
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furthor discussion was had and evidence was roceived on the motion
as nede by the qpplicant on March 13, 1957. Tho prosiding
Commissionor stated that tho Commission staff would bo oxpoctod to
£ile & statemont with tho Commission as to its position on tho
motlon by March 22, 1957, and that all other appearancos might
filo statements of position by March 29, 1957.  Only ¢two statomonts
of position have beon recoived=-one from the City of Los Angelos,
which stated its objection to the inteorim incroases, és sought,
in tho absence of an emorgency condition, and the other rfom the
Commisslon staflf, which found that the intérim Increasos, as
sought, if authorized for not longer than L9 days after May 1, 1957,
would not cause applicant?s rate of roturn undor most liberal
‘assumptions to oxceed & per cent last found to be reasonable by
the Commission by Decision Noe. 50902, Lssued Decombor 28, 1954,
in Application No. 357L2. |

While epplicant’s showing is %o tho effect that evon
with tho sought continuancoe of wintor ratcs, its estimoted rate
of return would only be slightly in oxcoss of S per cont, the staff

\‘
analysis shows an ¢stimated rate of return of 6.0h ox 5.56 por cont

as shovn above using alternato tax methods, iIf tho oxlsting ratos /

/ g
worc continuoed in offect for the months of May and June. And while /

"ono of theso ostimated rates of return doos not o0xcood the 6 poxr cont\V
found roasonasble in Decision No.‘50902, nevertheloss, L ovidenco

in this matter has not been reocoived by tho Commission. AS stated, ,/
four more days of hoaring, at loast, aro schoduled bofore tho

ontire caso ¢an be submittoed.
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With full appreciation of the situation in which applicant

is placed, there 1s no question but that the rates last heretofore
authorized by the Commission are presumed to be both lawful and
;easonable until changed by the Commission. Regulation does not
guarantee a net profit to a2 utility, and before applicant is
entitled to an increase in rates, 1t must aceept and sustain the
burden of proof Justifying the increase. It cannot be fairly said
that 1t has sustained that burden until all pertinent evidence has
been recelved by the Commission. The sought contiﬁuance of the
winter rates, now scheduled 4o be decreased automaﬁically on May 1,
1957, can be nothing dbut an increase in.rates, and, it 1s noted
applies in the great part to the general service or domestic
consumers. The COmm;ssion 1s not permitted by law to‘be generous
to a utility. The rates authorized by the Commission.mus: be Just
and reasonable only. It cannot be said that applicant 45 in an
emergency or perilous financial condition. Whether applicant is
- entltled to the rate increase sought by 1ts application, as amehded,
or any increase whatever, 1s immaterial at this Juncture of the
matter. That fact will be determined by the Commission in orderly
zanner after all of the'evidence has been recelved.

We therefore find and conclude and 1t i3 our Judgment

that applicant's motion should be denied.
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This order shall not be construed as 2 final determination
of any of the issues raised by the application, as amende&, herein.
| In view of the delays that have been occas 1oned in this // ///’
matter to date, we direct that all closing statements shall be
filed within ten days after completion of the hearings in this -
matter.

INTERIM ORDER

Soﬁthern Countles Gas Company of Californiz having

'entered a motion for an order authorizing an interim increase in
rates pending completion bf the main rate case, public hearing
having been held, and it appearing to the Commission that the
motlon should be denled, Therefore,

IT IS HEREBY ORDERED that applicant's motibn for an order
authorizing the continuance of its winter rates after May 1, 1957,
be and it is hereby denied.

- The effective date of this order shall be twenty days
after the date hereof.

Dated at San Francises , California, thi /é%
d . » S

day of ﬂ@ﬁf,{ 1957
67 \\\;jj;:;;zi (;gz;;%;;\\ﬁfégé:égident
(\/oUZ ) TET 4 Ojufe,\ |

N

Coammissioners
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APPENDIX A

LIST OF APPEARANCES

For applicant: Milford Springer and J. R. Rensch.

Interested Parties: Chickering & Gregory by Sherman Chickering and
C. Hayden Ames, for San Diego Gas & Electric Company; Bruce
renwick, Rollin E. Woodbury, Harry W. Sturges, Jr., and John R.
2222: for Southern California Edison Company; Alan G. Campoell,

1o M. Chubb, R. W. Russell and P. A. Irickson, for City of Los

Angeles; Wahlired Jacobsen by Leslie ©. Still and Henwy E. Jordan,

for City of Long Beach; Wendell K. Thompson, for City or Fasadena;

Frederick B. Holoboff, fOr City of San Dlego; Robert G. Cockins

and nooert D. Ogle, for City of Santa Monica; James Don Keller,

for County of San Diego; J. J. Deuel and Bert Suzzini, ior

California Farm Bureau Federation; Brobeck, rhnleger & Harrison by

George D. Rives, for California Manufacturers Association; W. D.

MacKay of Commercial Utility Service, for The Exchange Orange

rroducts Company; O'Melveny & Myers by lLauren M. Wright, for

Riverside Cement Company. : ,

Protestant: James Torolf appearing on behalf of petitioners in
protest against increase of gas rates. :

For the Commission staff: Martin Porter, Harold J. MeCarthy,
Theodore Stein and Carol™T. Coffov.

LIST OF WITNESSES

‘Zvidence was presented on behalf of the applicant by: Guy W.
Wadsworth, Cecil L. Dunn, James S$. Mc¢Bride, J. C. Millen, Jay
Davis, Jr., George S. Coates, Frank M. Seitz, Jerold Q. Abel,

Roy A. Wehe, John H. Jensen, M. J. Reis and Ferbert i. Greenwood.

Bvidence was presented on behalf of the interested parties and

protestants by: H. G. Dillin, Jonas Torolf, William L. Wood and
Manuel Xroman. .

Zvidence was presented on behalf of the Commission Staff by:

Donald Steger, Albert L. Gicleghem, Wm. W. Zyers and Kenneth J.
Kindblad.
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APPEZNDIX A

LIST OF APPEARANCES

B
&

or applicant: Milford Springer and J. R. Rensch.

Interected Parties: Chickering & Gregory by Sherman Chickering and

C. Havden Ames, for San Diego Gas & Electric apany;  Bruce
Henwick, Rollin E. Woodbury, Harry W. Sturges, Jr., and John R.

Bury, for Southern California Edsison Company; Alan G. Campoell,

T. ﬁ. Chubb, R. W. Russell and P. A. Erickson, for City of Los
Angeles; Wahlired Jacobsen by Leslie = Still and Henry E. Jordan,
for City of Long Beach; Wendell R. aompson, for City of rasadena;:
Frederick B. Holoboff, for 1Ty oI 2an Jiego; Robert G. Cockins
and Robert D. e, lor City of Santa Monica; James Don Keller,
for County of san Diego; J. J. Deuel and Bert suzzini, ror
California Farm Bureau Federation; LErobeck, raleger & Harrisoen by
Georze D. Rives, for California Manufacturers Association; W. D.
MacKay of Commereial Utility Service, for The Ixchange Orange
rroducts Company; O'Melveny & Myers by Lauren M. Wright, for
Riverside Cement Company.

Protestant: James Torolf appearing on behalf of petitioners in
protest agalnst increase of gas rates. '

For the Commission staff: Martin Porter, Earold J. McCarthy,
Theodore Stein and Carol T. Coffov.

LIST OF WITNESSES

Zvidence was presented on behalf of the applicant by: Guy W.
Wadsworth, Cecil L. Dunn, James 3. MceBride, J. C. Millen, Jay
Davis, Jr., George S. Coates, Frank M. Seitz, Jerold Q. Abel,

Roy A. Wehe, John H. Jensen, M. J. Reis and Herbert A. Greenwood.

Evidence was presented on Eéhélf of the interested parties and
protestants by: H. G. Dillin, Jonas Torolf, William L. Wood and
Manuel Kroman. L '

Evidence was presented on behaif of the Commission Staff by:

Donald Steger, Albert L. Gieleghem, Wm. W. Eyers and Kenneth J.
Kindblad. ' |




