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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )

of SOUTHERN CALIFORNIA GAS COMPANY Application No. 41860
for a Genexal Incxease In Gas Rates. (Amended

{Appearances are Listed in Appendix A)
O2INION ON REQUEST FOR INTERIM INCREASE

Anolicant's Request

Southern California Gas Company,l by the above-entitled
application filed on January 15, 1960 and as amended oo March 11,
1960, requests authority to increase rates so as to yield additional
asnual revenues of $25,213,000 related to a test year ended June 30,
1961. Pending a final decision in this procceding, applicént requests
on immediate Iinterim offsct increase in retail rates iv the amount
of $2,983,000 o ap anoual basis. Some $622,000 of the interim offset
request, according to applicant, represents the portion of Pacific
lLighting Gas Supply Company's Japuary 1, 1959 rate increace not re-
covercd by applicant from interruptible customers througb.Appl;catzon
No. 40647. Applicant asserts that the balance, or $2, 397 000 repre=
sents the portion of Pacific Lighting Gas Supply Company’ s January 12,
1960 rate increase assignable to applicant's retail service.

The proposed ipteric increase of $2,983,000 represents
approximately 1.3 percent of the adjusted revenue fb;“the year ended
Qctover 31, 1959 from gas sales of $221,773,000 at present rate levels,

2s estimated by applicant.

1 Southern Califorviz Gas Company, applicaot herein, i1s engaged in
the business of purchasing, distributing and se111n3 natural gas
at retail and wholesale as a public utility to moxe than 1,67
customers in central and southern Californmia.

Authoxized by Decision No. 59429, dated December 21, 1959, in
Application No. 41277.
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Public Hearing

Public hearings were held on Marech 17 aod 18, 1960 at Los
Angeles before Commissioner Peter E. Mitchell and Examiner William
W. Dunlop. During those two days applicant presented its direct evi-
dence on its entire request as well as on 1ts request for an immediate
interim offset increase. Cross-examination of applicant’s witnesses
on the interim request was concluded. On the second day of hearing,
March 18, 1960, applicant moved for a prouwpt increase in gas rates
to offsct the higher price applicant has been payivg for gas received
from Pacific Lighting Gas Supply Compary. After oral argument, appli-
cant's motion was takep under submissioo and the hearings were cop-
tinued to April 27, 28, 29, May 18, 19, 20 and June 1, 2 and 3, 1960.
This decision will deal solely with applicant's motion for

prompt rate relief ip the amount of $2,983,000 pending A final deci-
sion in this proceeding.

Applicant's Position

Applicant bases 1ts request for prompt Iinterim offset rate
relief or the fact that it is now paying the higher cost of gas pur-
chased from Supply Company and on its claim of a declining rate of
return, .

Appliéant claims that it actually xealized a rate of return
of 5.50 percent for 1959; that after reflecting adjuStﬁents for aver-
age temperature, inmcreased cost of gas, wage increases, and other items,
the adjusted rate of return for 1959 is 5.85 percent at present rates
and 6,19 percent at the requested higher Iintexrim rates; and that such
rates of return are below the 6.75 percent xate o£ return dete&mined
to be fair for applicaot by this Commission in Deciaion No. 55642,
dated October 1, 1957, in Application No. 38787.

As a precedent for its interim offset request, applicant
cites Decision No. 56187, dated January 31, 1958, iv» Application
No. 38787 (Second Supplemental). Further, according to applicaht's
counsel a recent thorough testing of the rates and earnings of appli~

¢caat was accomplished in 1959 when the Commission allowed an offset
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rate increase in So. Calif. Gas Co., 57 Cal. P.U.C. 250.
Applicant does not bagse its interim offset request for
$2,983,000 on any present fipanclal emerzency.

Proposed Interim Rate Spread

Applicant proposed to spread the Jaouary 12, 1960 Supply
Company's incr;ase to classes as a2 wiform percenﬁagc of revenue.
Similarly, applicant has allocated the January 1, 1959 Supply Compacy's
increase, which'was not previously recovered from interruptible cus-
tomexs, to interxuptible classes on the basis of related revenues at
present rates. However, applicant is pot asking to recover iv the
interim increase, any amount thus allocated to Schedule G-52 customers
because of a competitive situation. |

The interim increases proposcd by applicant by class of

sexvice or schedule are suxmarized as follows:
BASED UPON 12 MONTHS ENDED OCIOBER 31, 1959

Adjusted

Adjusted Revenue Requested Interim Increase
at Cents

Mecf Present Pexcent Per

Class of Service Sales Rates Total Increase Mef
Firm Geperal 169,271.4 $IbZ,725,000 $1,759, 1.087 1.04¢
Gas Engive 3,051.9 1,545,000 17,000 1.10 0.56
Sched. G-50 & G.53 56,927.3 23,766,000 514,000 2.16 0.90
SChed. G"52 3,643-6 1,696,000 * - -
Sched. G-54 90,443,.2 32,041,000 693,000 2.16 0.77

Total Retail 322,337.4 $221,773,000 $2,983,000 1.34 0.92

*Applicant Is not asking an Iintexim
increase i Schedule G-52 because
of the competitive situation and
the proposed perxmanent rates.

Position of Othexr Parties

The Commission staff opposed applicant's motion and also
moved for a dismissal of applicant's request for interim offset rate
reiief principally oo two grounds; first, the applicant had made bo
showing of emexgency or precarious fivancial condicion or of impair-
nent of adequaﬁe service To consumexs; and second, the request for an

offsct increase was premature and should not be entertained until all
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parties completed cross-examinatior of all of applicant's witnesses orp
the entire presentation and until all paxties desiring to present
direct testimony on the over-all request have been affbrded’a.reason-
' able opportunity to do so. Further, the staff pointed out that appli-
cant's interim showing in Exhibit No. 14 &id not contain all adjust-
ments adopted by the Commission im So. Calif. Gas Co., 57 Cal. P.U.C.
250. The staff cited several past Commissior decisions relied upon
for its position.3 |

The City of los Angeleé opposed applicant's motion both as
a matter of privciple and of precedent op the ground that an energency
situation had not been proven to exist in this proceeding. Further,
the City of Los Angeles noted that applicant's éurplus account had
grown from $38,250,000 as of Octobexr 31, 1959 to $40,956,000 as of
Januaxry 31, 1960; that such surplus balances were equivalent to-nearky
two and one-half years of combined preferred and common stock dividends
or five years of interest charges on long-term debt; that appliéant's

1959 recorded gross income applicable for bond interxest was 3% times

interest on long-term debt; and that applicant's earping results showp

in Exhibit No. 14 were not necessarily indicative of what the Con-
mission might decide is proper. Other factors viewed by the City of
Los Angeles as weighing against a granting of appiicant's motiob‘
include: (1) the interim incfease requested is only of the order of
one percent of applicant's revenues; (2) any interim ivcrease could
only be effective a few months prior to definitive rates being estab-
lished; (3) there would be adverse publicity occasioned by fréquentu
rate changes; and (4) there would be added expense to applicant in

placing the interim rates into effect.

~ Coast Counties G. & E. Co., 50 Cal. P.U.C. 580; Cal. Trucking Assns.,
Inc., 55 Cal. P.U.C. 481; Dyke Water Co., 56 Cal. P.U.C. 105; So.
Counties Gas C0., 23 Cal. P.7.C. 589; So. Calif. Gas Co., 57 Cal.
P.U.C. 250; Citizens Utilities Co., 55 Cal. P.U.C. 628.
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The City of Glendale concurred in the position takep by the
counsel for the Commission staff and by the counsel for the City of
Los Angeles.

A rTepresentative for the Départment of Defense and Executive
Agencies of the United States of America took the position that ap-
plicant's request for interim offset rate relief should be govexrned
by the same criteria that govern applications for definmitive rates.

The representative of the Califorrnia Farm Buteau Federation
stated that he had Do reasom to teke issue with the interim rate
allocations proposed by applicant and that he did mot oppose appli-
cant's request for an interim offset increase.

A representative for Riverside Cement Company urged that
the record showed the value of service to the cement companies was
less thap the present rates and that interruptible rateé could be
reduced as much as 6% cents per Mcf without being a burden op any
other class of customer.

Southern California Edison Company was concerped with the
proposed spread of rates and urged that applicant's showing was com=
pletely inadequate to justify the interim offset increase requested
of Schedule G-54 customers. Because of the competitive fuel ofl
situation, Edison asked that Schedule G-54 rates Temain unchanged.

Califorvia Electric Power Company, appearing as a protes-
tant, 6bjected to the proposed spread of the increase as applied‘to
its operatioms and to other Schedule G~54 customers located outside |
the Aix Pollution Control Distyict. This protestant claimed that a
portion of the proposed increase to Schedule G-54 is attributable to
costs associated with Rule 62 and with operation fuel switch; that |
none of such costs are attributable to California Electrie réwer
Company ox to othex Schedule G-54 customers similarly loéazed; and
that applicant had not sustaived its burden of pxroof concerning the

proposed increase to such Schedule G-54 customers..
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Findings and Conclusions

We have carefully reviewed the evidence of 2ecprd, the
statements of the parties and the precedents relied upon by applicant
io support of its motion for prompt interim offset rate relief pending
a final decision in this proceeding. We find the precedents on which
applicant relies are distinguishable from and not applicable to the
ipstant proceeding. , |

The evidence indicates neither a precarious financial con-
dition mor other serious financial position which must be relieved
now pending the orderly processes of establishing defiritive rates
in this proceeding. C(ross-examivation of applicant's witnesses o
its over-all showing is scheduled to start April 27, 1960. Evidence
of interested parties, except the Commission staff, genmerally is
scheduled to be presented starting on May 18, 1960. The staff‘Showing
is scheduled to start June 1, 1960. Exchange of exhibits approximately
10 da&s in advance of hearing dates is anticipated. At this jubcture,
no unreasonable delay in the ordexrly processing of the instant appli-

catior is apparent.

. It is clear that any interim increase could be effective

for only a few months before definitive rates arc established. Hence,
the impact upon applicant's revenues f£flowing from applicant's motion
could not be the ampual amount of $2,983,000 but a substantially
lesser amount, perhaps even less than one-third of that amount, and
the effect upon applicant's rate of return perbaps even less than
one~-tenth of one percent.

We £ind the record does mot justify the graoting of,the
interim relief sought pending a final decision in this proceecding.

Accordingly, applicant's motion will be denied.
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Based upon the evidence of record and the findings and coo-
clusions set forth in the preceding opinionm,

IT IS ORDERED that applicant's motion for interim offset

rate relief is denied.

The effective date of this order shall be twenty days after

the date hereof.
. Ban Froncseo

Dated at , California, this /& A4

day of Ké@// , 1960
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APPENDIX A

LIST OF A2PEARANCES

For Applicant:
Harry P. letton, Jr., and John Ormasa.

Protestants:

O'Melveny & Myexrs, by Laurem M. Wright, for Riverside
Cement Company, Division of American Cement Corporation;
Donald J. Carman, for California Electrie Power Company.

Interested Parties:
Harold Gold, Reuber Lozner and Stuart K. Foutz, by i
on behalf of tne Department of Defense

and other Executive Agencies of the U. S. of America;
Ben W. Porterfield, for Standard 0il Company of '
California; William L. Kmecht, foxr Califormia Farm
Bureau Federatiom; Brobeck, Fhleger & Harrisom, by
Robert N. Lowry, for Califorania Menufacturers Asscociation;
Wendell R. Thompson, for the City of Pasadena; . -
R. G. L. Walters, by Lyon L. Mc Arthur, for . °
the City of Burbank; W. D. Mackay, (Commercial Utility
Service§ for Challenge Crecam & Butter Association;
Alan G. Campbell, T. M. Chubb, R. W. Russell and Manuel
Kroman, for City of Los Angeles; Alfred H. Driscoll,
for City of Los Angeles, Department of Water and Power;
K. L. Parker and George F. Flewelling, for City of
Glendale; wallace K. Downey, for California Portland
Cement Company; wWaldo A. Gillette and Enright, Elliott &
Betz, by Norman Elliott, foxr Monolith Portland Cement
Company; H. G. Pillin and Chickering & Gregory by
Sherman Chickering and C. Hayden Ames, for San Diego
Gas & Electric Company; C. C. Morris end Paul M. Sapp,
for Housing Authority of the following: City of Los
Angeles, County of Los Angeles, County of Riverside,
City of Wasco, County of San Bermardino, County of Kernm,
County of Tulare, City of El Centro, City of Holtville,
City of Brawley, City of Imperial, City of Westmoreland,
City of Calexico, City of Calipatria, and County of
Imperial; Walhfred Jacobsom, Leslie E. Still, and
Henry E. Jordan for the City of Long Beach; and Rollin E.
Woodbury, Harry W. Sturges, Jr., by Rollin E. Woodbury,
for Southern Califormia Edison Company. )

Commission Staff:
vril M. Sarovan and Robert W. Beardslee.




