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Decision No. -----
BEFORE IHE PUBLIC UTILITIES COl-'.iMISSION OF TRS STATE OF CALIFORNIA 

In the Matter of the Application of ) 
SOrrn·MEST GAS COF~ORATION for authority) 
to increase its prescnt rates and ) 
charges for natural gas s~rvicc by such) 
amounts as ~ay be necessary to offset ) 
proposed increases in the cost of gas. ) 

A~plication No. 39621 

w. M. Laue and c. H. McCrea, for applicant. 
Robert O. P..Q.ndall, for the Comm:i.ssio:l staff. 

SECO~~ :~ITER!M OPINION 

Southwest Gas Corporation, an operating public utility 

engaged in the distribution of natural gas in a portion of San 

Bern~rciino County, filed the above-entitled a,plication on Decenlber 6, 

1957 s~~~i~S an increase in gas rates of approximately $26,500 annu-

ally t~ offset lncrccsed zas rates to be charged by its supplier, 

Pacific G~s and Electric Company, which result from increased costs 

of out-of-state gas. 

Public Hearins 

After due notice, public hearing on this application was 

held before E~ami~cr Manley w. Edwards on December 18, 1957, in 

Victorville. One exhi~it, in addition to Exhibits A th~o~gh H 

attached to the appli~ation, and testimony by one Witness, were 

offered in support of the application. The CommiSSion staff, repre-

senCed by a gas enginee~~ c~oss-examined appl!cant's witness for 

the purpose of de~Jeloping a full record to aid the Commission in 
decidit'.g this matter. !he matter was submitted for tl1e CommiS3io:l. r s 
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consiceration at the close of the day's hearing and now is ready 

for decision. 

Applicant's Positi~ 

Applicant ~tates this increase is for the purpose of 

compensating i: for the unrei~bursed increased cost o~ natural g~s 

and additior.al franchise payments on gross s~les of gas to be pur

chased commencing January 1, 1958, and thereafter, f=om Pacific Gas 

and Electric Company under a revised tariff Schedule No. G-64 which 

Pacific has proposed in Application No. 38668 (rirst Amendment) to 

become effective January l~ lS58. Applic~nt estimates that it will 

purchase 1,345,246 Mcf of gas in 1958, and the increase at 1.96 cents 

per Mcf computes to $2.6,367. Applicant mentions that its earnings 

have been such in the past as to enable it to absorb previous offset 

ir.cre~ce~ but at this time its earnings are such that it needs to 

offzet this latest proposed increase. 

Earnin~ ?~sition 

Applicant estimates t~at for the fiscal year, October 1, 

1956 to September 30) 1957, it earned a rate of return of 5.77 per 

cent on its California operations and that for fiscal year 1953 its 

rate of return will drop to 5.03 per cent and will drop further to 

4.55 per cent unlezs this increased cost of gas is offset. The 

offset propos~d will bring the indica~ed rate of return for fiscal 

year 1958 back up to 5.03 per cent. Applicant's final 1958 estimates 

in more detail, as set forth in Exhibit D, fOllow: 
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Operating Revenues: 
~ir:n Sales 
Interruptible Sale$ 

Tota.:L Revenue 

Operating Expcn~es: 
Natural Gas Purchased 

Estimated Fisc~l Year 1~8 
Adjustments With 

With Prc~ent for Increased 
Gas Costs Increased Gas Cost 

and Present Cost o~ Gas and Offset 
Rates ancl Off~et Rate~ 

$26,641 
4zt41 

31,588 

$1,177,012 
--1.2.Q.923 
1,297,935 

Distrib. and Tranomission 
Cu~tomers Acctg. end Collecting 
Sales Promotion 

619~600 
69~185 
79,111 
35,505 
79,975 

651,013 
(;9,185 
79)111 
35)505 
i9,975 General and Admi~istrative 

Depreciation and A~ortizaticn 
Taxes other than Feccral Incooe 

Federal Income Te:~es 
Total Expenses 

Net Utility Revcnu~ 

Rate Base (Depreciated) 

Rate o~ Return 

120,078 
B8,368 
45.982 

1,137,804 

l28,543 

2,555,309 

5.03'7. 

(D~crease) 

316 
log' 

_.-I ....... ~ 

31,630 

(42) 

120,078 
88,684 

_ 45:8~ 
1,169,434 

128,501 

2,555,309 

5.03% 

!n the above table it will be noted that the ~ffset re-

quested in this applic~tion covers only the firm sales. The increase 

shown for the interruptible sales is covered by Special Condition 

No. 1 of Schecu1e No. G-30 which g~ants applicant authority to 

increase the rate by the amount of Pacific's proposed increase. 

Applicant states that upon learning of any increase in Pacific's 

rate, it will forthwith increase Schedule G-30 under the procedure 

specified in the r~te tariff. 

Applicant's earning position shown above is based on 

s:raight-line depreciation and if accelerated depreciation and the 
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"flow-th=oughH method of income tax computation is used the rates 

of return would be increased from 5.03 per c~nt to 6.01 per cent. 

Applicant's Exhibit No.1 as revised December 30, 1957 

shows that its eanlings for its complete system, including N~v3da 

and A=izon~ b~~iness, arc esti~ated at 7.54 per cent for fiscal 

year 19Se and that its rate of return will drop to 7.39 per cent 

unless this incr~ased cost of gas is offset. While the rste of 

return for the system as a whole appears at a lev~l that could absorb 

this increa~ed gas cost, applicant points out that the Arizona load 

is dependent on ir=ig~tion a~~ ca=nings ~re high due to the somewhst 

speculative chc.:-acter of the business. 

ProFOscd Of:Z::-:et. Rr.tt~s ·o:\.:V~ R.'~fnt'Lds --
Applicant proposes to establish, as an offset rate for 

fj.=m s~rvice, a u:'liform increase of 2.02 cents per :Nef (or 0.202 

cents per 100 cubic f~et) to the ba.se rate for ea~h fi::m rate 

schedule authc=ized to be in effect at the date hereof. Applicant 

computes this charge as follows: 

l. 
2. 

3. 
4. 
5. 

Total firm cost of gas increase •.•.••.••. 
Additional local franchise fees, based 

on 1.03% of gross revenue ••.••...•.•••. 
Total requested increase in firm sales ••• 
Estimctecl firm sales in Mcf .....••..•..•• 
Offset =ate on fi~ sales per Mef .••..••• 

$26,367 

274 
26,641 

1,318,869 
2.02(: 

No specific refund plan was proposed by applicant in case 

the Federal Power Commission eventually does not allow the full 

increase filed for by El Paso Natural Gas Company; however, appli-

cant states it is willing to collect the offset charges subject to 

refund in whole or in part under a refunding plan satisfactory to 

the CommiS$ion. 
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Effect of the "Memphis:' Decision 

As pointed out in our Interim Orde= No. 55945, issued 

December 13, 1957, the applicability of the procedures provided for 

in Sections 4(c) 8;nd t;,(e) of the Natural Gas Act to El Paso's 

petition in F. P. C. Docket No. G-l2948 has been ~ade questionable 

by a recent decisiclO in the United States Court of Appeals for the 

District of Columb:l.a Circuit.1/ It appears to this Commission that 

the applicant herein is in subctantially the same position with , 

respect to El Paso NGtur~l G~s Company as that of the petitioners 

in the '-.xemphic" ca5e with recpect to thci:- supplier, and has 

substantially the s~me lesa1 rights as those petitionerz. Our 

Interim DeciSions No:.. 55902 and S59~,5 were issued to require this 

and si~ilar California applicants to diligently p~:-sue such righ~s 

as they ~y have before the Federal Power Commission and the courts, 

and to file With th~s Cocmission verified statements of the action 

taken p'.1=suant to such interim decisions. 

Applicant has filed a verified copy of its petition before 

the Federal Power CommiSSion, dated December 27, 1957, and it is 

Dec~s~on No. ~~~451 has t~ken such initial steps as are available 
Co ie~ and ineends in good faich eo pursue its lesal remedies, as 

~~quired by such interim decision~ to final determination. 

1/ He:mphis Light, Gas and ~~at~r Division, City of Mc:mphis, Tennessee, 
and Mississippi V~lley Gas Company, petitioners, v. Feeeral Power 
Commission, respondent; U~ited Gas Pipeline Company, T~~as Ges 
Transmission Corporation, ~nd Southern Natural Gas Company, 
intervenors, No. 13666. 
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Findings and Conclu~ions 

After considering the facts and exhibits attached to the 

application and the additional exhibit and testimony presented at 

the public hearing, the Commission finds and CO:'1c:'udes that appli-

cant's proposal is rensonable and should be a~thorized, and that the 

increases in rates ~nd charges authorized are justified, and that 

the existing ratcs, insofar as they differ from the rates being 

filed by applicant, a~e for the future unjust and unreasonable. 

SECO~~ INTERIM ORDER 

The above-entitled a?plication having been filed~ a public 

hearing having been held, the matter having been submitted and now 

being re~dy for dccision, therefore, 

IT IS ORDERED AS FOLLOWS: 

1. The Federal Power Commission having granted the motion /' 

filecl by El Paso Natural Gas Company on or about November 19, 1957 

requesting that an order be entered by the Federal Power Commission 

putting into effect the change of rate, charge, classification or 

service set forth in, amo~g others, rate Schedules G and G-X, and 

El Paso Natcral Gas Company having indicated that it will assess to 

applicant's supplier charges for gas sold and delivered to applicant 

computed by use of the new rates specified in Schedules G and G-X 

of El Paso Natural Gas Company, and Pacific Gas and Electric Company 

having placed into effect revised rates under its St:hedule No. G-64, V . 

therefore applicant is hereby authorized to file, in quadruplicate, ~ 
with this Commission, in conformity with General Order No. 96, reVised 

firm schedules increased by 2.02 cents per Mcf, or 0.202 cents per 
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100 cubic feet, and on not less tr4an five days' notice to tr'l.;i.s 

Commission end to the public to m~(e said ~eviscd rates effcct~ve 

fer cervice rc~dercd on and ~ft~r Feb~J 10, 1958. 

2. In the event that applicant places such rate increases 

in cffec·t: 

a. Applicant shall keep such records of sales to 
customers during the effective period of this 
cost of gas offset rate as will enable it to 
determine readily the total offset charge and 
the totcl refund, if any, that may be due each 
c\:stomer. 

b. Applicant's !?la:n for clctermining refunds shall 
be S'J.br.'littec. to this COImlli~sion prior to making 
flr.y :-c:t'l.:'.ncls, a.nd specific Con:mission approval 
shell be obt~ined of the plan at ttat tim~. 

c. Upon the fin.?1 determination of the rates of 
~aciiic G~s ~nd Electric Company under Applica
tion No. 38668, First Amendment 1 applicant 
shall file a supplemental application herein 
containing its proposed permanent rate plan 
for final determination and authorization by 
this Commission. 

d. Upc~ final determination of the actual cost of 
ref~nding not r~covered from Pacific G~s and 
Electric Company and the amount of any balance 
created by applicant's inability to deliver 
checks and by checks uneashed after one year, 
applicant shall file a plan acceptable to the 
Commission for the equitable disposition of the 
resultant net balance. 

c. Applicant shall file with the Commission monthly 
reports within sixty days following the close of 
each period settir.g forth: 

(1) The increase in revenues realized under 
the offset rates authorized ~erein, and 

(2) The increase in cost of out-of-state gas 
above the rate level in effect immediately 
prior to the date on which the proposed 
P~cific Gas and Electric Company rates go 
into effect. 
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f. Applicant shall insert in each firm schedule the 
following clause: 

Contingent Offset C13use 

The above base rates include an offset 
charge of 2.02 cents per Mcf J or 0.202 cents 
per 100 cubic feet, in accordance with Deci-
sion No. of the California Public ~ 
Utilities Commission J which is contingent 
upon the price of gas purchased from Pacific 
Gas and Electric Company and are subject to 
possible refund in the event of a reduction 
in the cost of gas purchased from Pacific Gas 
and Electric Company. 

The effective date of this order shall be twenty days after 

the date hereof. 

~atcd at s'n Frnnei 

day of V C;;11" .... -4 Il.M 

, California, this 

() f 

COmmissioners 


