
Decision No. ____ 6_G_~~_~,~1_4 GRIOlfiAt 
BEFORE 'tHE PUBLIC UTILITIES COl"JMISSION OF nil: STATE OF CALIFORNIA 

In the Matter of the Applicatiotl of ) 
SOU'!"dERl~ COUNTIES GAS COMPANY OF ) 
CA.L:::FORNIA for a general :tDerease ) Applicat1o%) No. 418S~l 
in gas ra.tes UDder Section 454 of) (Amended) 
the Pu~lic Utilities Code. ) 

-----------------------------) 
(Appearances are listed in Appendix 3) 

OPI~ION ----_ .... __ .... 

Applicant'S Reguest 

Southern Cou'Oties. Gas CompaDy of Californ1,J:/) by the above­

entitled application ,filed 0'0 Janua:ry 15, 1960, as ameDded on March 

11, 1960, axld as further 6:I:IleDded ,at th~ hearing on .:rUDe 14, 1960, 
-

requests authority to itlere.ase gas rates so as to yield additional 

aDDual gross reve'Oue of $14 ,447 ,000 relat:ed to a test year et)cl1Dg 

Jutle 30, 1961. The origitlal application requests that a .,general rate 

increase of at least $10,913,000 of add1t1o%)al 8l):oua.l gross revC2lue 

be authOrized, $1,177,000 of which was sought as 8%l 1~d14te interim 

increase to offset an increase in cost of gas purchased fro= Pacifie 

I..:i.g..'1ting Gas Supply CompaDy' begixm1Dg JaDUFJrY 12, 1960~/ and the 

bl2.1anee,. or $9,.736,000 was requested to be made effective cODcurrent1y 

'Wi th the initial receipt of 'I':r8.Xlswestern gas a:ot:r.c:ipat:ecl dur:t:cg 

August 1960. 

11 Southern CoUXlties Gas Company of califoroia, applicaDt herein is 
- etlgaged it) the business of purehasiDg, distributing aDd selling 

natural gas at reta1l and, wholesale as a public utili~ to more 
thatl 700,000 customers it) sou.eb.ero california. SaD Diego Gas & 
Electric ~4tly is applicant's only wholesale customer. 

3:/ By Decision No. 59982, dated April 19, 1960, applic:a%lt's request 
for al'J immedia.te interim offset iDcrease of $1,177 ,000 was denied. 
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The first ameDdmcct~ filed o~ March ll~ 1960~ requests . 
author1~ to increase gas rates by aD add1tio~al $3~730~OOO' to offset 

the an~ua.l increase i1.') cost of out-of-state gas scheduled to begitl 

August 25, 1960. This latter i1.')crease applicaDt alleges will result 

from the increase which the El Paso Natural Gas CompatJy will charge 

applicant purSu.a:Dt eo Dew' rates filed with the Federal Pawer 

Commissio'Q (FPC) under Docket No. RP 60-3. 

Because of c:hatlges :LX) estimated deli verics to Sa:c :>:f.ego Gas 

& Electric: Company itl the test year and by reasotl of certaitl other 

changes in costs as revealed itl Exhibit 54, applictmt further amended 

its re.quest at the hear1Dg Ol) JT.lX)C 14, 1960 to 1Dcrease rates by 

$14,447,000. Of the total, $3~6l9,OOO is stated to' be app11ea.ble 

to the August 1960 El Paso offset rate iDcrease ~d $lO,828~OOO is 

requested as a general rate itlcrease. !he rates whiCh appl1~t 

seeks to have made effective are cODtaiDed itl Exhibit 56. 

(1) 

(2) 

(3) 

Applicant also requests: 

Authority eoocur'retltlyo to i'Dcorporate pexmm:leDt1y illto 
its base rates the offset charges related ~ FPC Docket 
Nos. G-2016, G-20l8~ G-4769, G-l2948, and G-17929. 

Authori ~ to file annually arty appropriate adjustment 
to the offset rate because a lO1.')g period of time may 
elapse before FPC Docket No. R,P' 60-3 is adjudicated 
and permaDeIlt rates fixed, wheD otherwise substaxltial 
over-collections or under-collections ~ght result. 

Approva.l of the proposed method of calculatitlg the amount 
available for refund a:od the proposed method of diser:[­
bueitlg suCh refund. 

The requested over-all @nuaJ. increase of $14.447~OOO· 

represents 12.l percent of the test year (12 lXlODth& endillg .:rUDe 30~ 

1961) revenue of $119)118,000 at preseDt rate levels, as estimated by 
,. 

app1iC4Dt. Under appl:LcaDt's request the average geDeral service 

customer's bill would be inereasee by about $1 a month. A rate of 

returD of 6.75 perceDt is sought) compared with the Comm1ssion's 

last fi1.')ding of 6~SO'pGrcent to be fair and reasonable for this 

uti1iey. 
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Public: Hearing 

After due notice, 15 days of public hearing were held 0'0 

this app1iea.tioD, .as amended~ before CoaDnissl.oner Peter E. Mitchell 

and/or Examiner William W. DWl10p dur1llg the period March 14 io' 

June 14, 1960. All days of heariDg were held in Los Allgeles except 

ODe day, JUDe 10, 1960, which was held in SaD Frcmc1sco. 

The record is extensive. It contaiDs more than 70 exhibits 

aDd in excess of 2,400 pages of tratlseript. 'Iwer>ty-n1ne witnesses 

appeared and presetlted sworn testimoDy. '!he matter was aubmi tted 

at ebe conclusion of the heaxingon JUDe 14, 1960, subject to the 

fi liDg of cODcurrent c10sitlg briefs by July 5, 1960. l'bereafter, by 

order of the CommissioD, submission was set 'aside for the receipt, as 

aJ.'l exhibit, of a statement filed by app11Caxlt upon request relatiDg to 

recent Federal income tax refunds. A st!?ulat1oD haviDg been filed 

0'0 July 14, 1960, transcript pages 2215-2239 and 2245-227Sir> Appliea~ 

tior> No. 41860 are considered part of the reoord in this proceediDg. 

The matter ~ow is ready for deeisioD. 

Applicant's Position 

ApplicaDt represents that 4 geDeral review of its operations 

alld earo1:cgs has Dot been made siDce the Commission's 1957 decision 

:r:o Application No. 382l1.SiDce 1957, accordi:cg to app,licant, :cumer­

ous chaDges affecting its business have taken place 1ncludi:cg: (1) 

:LDcreases in the cost of gas purchased from Pacific I..ight11lg Gas Supply 

Company l.U')O from California producers, (2) 'Clajor expCtlditures for 

tra:osmission facilities to, tr811spoX'1: add1tio%lal supplies of out-of­

sto.te gas, (3) increased property taxes, (4) higher wages to employ­

ees, (5) increased cost of moD~, (6) substaot1al growth in appli­

Cal'lt's service area :oecessitating continuous invest:ment in Dew plant 

at ooit costs s\1bstaXltially above the past average, (7) cha:oges i:c the 

character of the market for gas for interruptible 11ldustr:i.al fuel, 

JlDd (8) eha,x)gcs in the characto.r of cerea.l.l'l rate areas of applicant. 
'" 
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It is claimed by appl:f.caDt that aD illcrease in its gas 

rates is imperative despite economies wh!chit has accomplished 

through i"Ote'Csi ve aDalys1s of ma'Dagement practices a:cd working pro­

cedures Wi t:h a. view to elim1Dating duplications and procedures Dot 

essential to reDdeting prompt, safe, 8.1'ld effic:ient service. AppliC8llt 

cites as aD example of operat:f.ng eeoDOmies a reductioD in the ratio 

of its regular employees per 1,000 active meters from 3.9 l2.t the et2d 

of 1954 to less. tb8.D 2.9 at the end of"1959. Applicant further 

represexlts that it c:m:lXlOt absorb a:tJy part of the 1960 E1 Paso rate 

increase without a serious reduction ill its earnings_ 

E4rDing Position 

eaxDing pas! tion for 

the 12 moXlths e1lced September 30, 1959, on a. recorded basis aDd on 

an adjusted basiS, aDd for the test year ending JUDe 30, 1961 at 

preseDt rates aIld at its proposed rates. ':the Comm1ssion 'sta.£f also 

axlalyzed applicant's est1mated and acljusted earnings and prese»ted an 

estimate for the test year ellcliDg June 30, 1961 operations. These 

rates of retu.rr.a ere: 

Period 

12 Months Ended Sept. 30, 1959, Recorded 

12 MOXlths Ended Sept. 30~ 1959, Adjusted 

Year Ending June 30~ 1961, Estimated: 

At Presellt Races 

At CompaDY Proposed Rates 

Rate of 'Retu:rD 
On D9pree1ated' Rate Base 

Applicant CPUC Staff 

5.067. Not Shown 

5.92 Not Shown 

3.44 

6.75 

4.251-

7.71 

The two estimates of revenues ~ expet.lses, net revenue ~ rate 

base aDd rate of retur1l for the tes't yea:r exlding JUlle 30~ 1961 at 

present rates are compared OIl Table 1. Also show on Table 1 are the 

levels of revenues, expetlses and raee base be.itlg adopted at preseDt 

rate levels, cd which we find to be reasonable for 'the purpose of 
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testing the need for i:cereases in appUCilXlt f s ra.tes. 

TABLE 1. 

SUMMARY OF EARNINGS FOR. 
ESTIMATED YEAR ENDING JUNE 30, 1961 AT PRESEr..~ RATES 

SOUTHERN COUNTIES GAS COMPANY OF CA.1.IFORNIA 

Item -
Operati 'Cg Revenues 

General Service 
Gas EXlgi'tle 
Finn Industrial 
Interruptible Industrial 
St~ Pl4tlt 
S~ Diego Gas & Elec. Co. 
Other Gas Revetlue 

Total Revetn.te 

Operatillg Expexlses 
PreXluctio:c 
'l'l:311smissioXl 
Distribution 
Customer Acctg. & Coll. 
Sales Promotion 
Administration & GeDeral 
DepT. (A:rltIui ty and Int.) 
Taxes;, Other :Eh.a.n Income 
Income Taxes 

'Iotal Expenses 

Net Revenue 

Rat2 Base Depred.ated 

Rate of Return 

'p~rat1ns Revenues 

Adopted 
CPBC Operad.llg· 

AppliClUlt Staff .Results At 
Ex. 53· & 55 Ex.:30 & 62 Present Rates 

$ 71;,650,000 $ 73,127,000 $ 72,697;,000 
50&;,000 506,000 506,000 

3,026,000 3,,026,000 3,026·,000 
10,253,000 10,253,000 10,272,,000 
12,820,000 12,651,000 12,642,000 
20,374,000 20,305;,000 20,323,000 

489,000 504,000 500,000 
$ii§,lI8,OOO $120,372,000 $119,966,000 

$ 75~212,OOO $ 75,693,000$ 75,055,000 
3,745,000 3,698,000 3·,698,000 
5,976,000 5,883:,000 5,923,000 
4,727,000 4,685,000 4,700,000 
3,267,000 2~400,000 3,l50,000 
5,206,000 5,003,000 5,073,000 
5,552,000 5,283,000 5,283,000 
6,719,000 6).78,000 6·,200,000 
2,065,000 3,520,000 3,242,000 

$1!2,469~OOO $llt,34J,006 $I12,324,dbo 

$ 6,649,000 $ 8,029,000 $ 7,642,000 

$193,340,000 $188,776,000 $189,019,000 

3.441. 4.251. 4.04% 

The staff's es1:imate of operatillg rEN"etlues at prese%)'C rates 

exceeds app1ica:ct's estimate by $1,254,000, or by about one percetJ'C. 

'!his differeDce results from. the staff's estimate of a. bigher gas use 

per gexzeral service customer tha.tl estimated ill the test year by 

appllcB.tlt. !he staff developed a tlSe of 104.3 Mef per meter for 

general serv1ee customers compared with applicant' s· estimate of 101.6 

Mcf per metar. It) Exhibit 45 the Ciey of Los Angeles developed a. 
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use per gelleral service me~ of 103.9 Mcf bat at the same time 

esdmated 2,969 fewer meters t:b8Il the applicant aXld the staff used. 

'SaSed upon this record~ we f1tJd a use of 103.5 Mef per 

average get:leral s.ervice meter ~ appl1eaDt' s estimate of the number of 

m.eters, aDd total revenues at present rates of $119,966,000 to be 

reasollable for the test year ending June 30, 1961. 

ProductioD Expenses 

Productio~ expenses of applicant consist ma1nly of costs 

of natural gas purchased from Cal:tforn1a producers, Pacific Lighting 

G~ Supply Company 3lld E1 Paso Natural Gas Company. Applicant's cd 

the staff'So estimates of production expeDses are comp8Z'ed in more 

detail as follows: 

Cost of Gas 
ca11forD1a Producers 
Pacific Lighting Gas Supply Co. 
El Paso Natural Gas Co. 
Gas Purchase Cost Realloea.tion 

Subtotal Cost of Gas 
Other Production Expenses 

Total Production Expenses 

Applic.ant 

(Rea Figure) 

CPUC· 
Staff 

$ Not 
Shown 

Separately 

$76,060:000 
$'5~m., ggg) 

Both of 1:b.e above estimates reflect the increased cost of 

El Paso gas to become effective on August 25, 1960 in cotnleetion 'With 

FPC Docket RP 60-3 aDd the iXlcrea.sed rates sought by Pac1f:tc Lighting 

Gas Supply Compa:oy in Applicat10tJ No. 41277. 

The main differences betwee1l the estimates result from the 

staff's estimate of a 2.7 Mcf h1gher usage per general service meter 

~d the staff's pricing of Cal1fo%Tlia gas, for the full test year, at 

rates in effect on Januaxy 1, 1960. Applica:Dt, on the other hancl~ 

priced its ca.lifor:cia gas :iD accord8lJce with the tel:mS of its COtltrs.cts 

with producers. Some of t:hese contraces provide for at) automatic· 

price i~crease to become effective January 1, 1961. 
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With respect to the cost of California gas, this reeord 

reveals that applicant recently negotiated new long-term contracts 

with Cal1fo:t'X2ia producers; that such 'new lODg-term contracts super­

seded then exiStillg eOXltra.ets that "'.t1Ould 'not have expired UXltil 1966; 

that the superseded contracts eontaiDed lower gas prices th:m are 

set forth in the new long-texm eorltraets; that under the pricing 

provisions of said long-tcm contracts the price to be paid for 

Cs.lifortlia gas in 1962 is the average border price paid by the 

Pae1fic Lighting group for out-of-state gas; that applicant's stated 

purpose i:o CXlteritlg into the long-term contracts was 'to assure future 

supplicc of Cs.liforDia gas; and that llO effort wns made by appl1eant 

to reDegotiate the prior eODtracts other tha:D on a 10llg-tex:m basis. 

The staff used the eurre1ltly effective contract price of California 

gas without reflecting 1961 contract increases claiming that there 

was no need for applicant to supersede the prior lower priced eon-
, 

tracts with the new lOXlg-term higher priced contracts, partieul.4rly 

iXl view of the offer made by 'rrax.aswestern Pipeline Compa:ny ill Exhibit 

49 to sell an additiollal l50 million cubic feet of g(!S. per day OD a 

firm. basis to Pacifi.c Lightillg Gas Supply Company. 

We have previously found a use of 103.5 Mef per average 

general service meter to be reasonable for the test yea:r. With 

respect to pl.'lrchases from Cal1forllia producers~ we are of the view 

that the illereases ill costs of gas as reflected by applicatlt i.n the 

test year are reasoDable. However, our action herein should not be 

cODstrued as 4 fiDoing of reasollableoess for rate fix111g purposes of 

the prici'Dg provisiolls eODtaillcd ill applicatJt r s gas pu:ehase COll­

tracts, except for the test yea:r endiDg J~e 30, 1961. 'Xbe burde:o of 

proof of reasoDableness of the cost of gas rests upon applieatlt' and . . 
is a continui~g responsibility. 
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PurSU3Dt to D~c:r.siol'l No. 60428:. dated July 26~ 1960 in 

Application No. 41277, Pa~if1c Lig~ting Gas S~ly C¢m?aoy has ~dv1$ed 

this Co~csion that the Federal Power Commission bas fixed a rate of 

42.0 CeDts per Mcf at 100 pereent load f:l.ctor for TraDswesterD gas 

ratb.er tbp..7J 42.Z5 C~llts reflected in sllid Decisio:l No. S0428' and also 

reflcet~d by ~'P?lie~t e:ld the stcJ;f it! their estil'!l.'ltes of production 

expexlse. By the terms of said Decision No. 6042S.~ Paei~ie· UghtiDg 

is required. to redu~c i~s rates to ~pplicaDt acco~c1inely. 

!1!e 8.dopt~d pr.oduetion c.~~:#cs of $75,055,000, which we 

f~Ild to be reaso:c~le, reflect the above-illdicated usage aIld prlci'Qg 

of ~lifornia gas. '!hey &180 include the incre>.ascd rates·· fi~C<I by 

this Commission ill Applie~tio!l No. 41277 for gas p'~~..ooed from 

Pacific Lighting G~ S'JP?ly ~~ but modified to reflect trans­

western Ges a.t 42.0 cents per Mef at 100 percexlt load factor, aDd the 

increased COSt.t of El Paso gas to become effective on At;tg'.lSt 25, 1960 

subject to pC8sible reftmd in cOIlrJectiot) with FPC Docket RP 60-3. 

Should the FPC ultimately fix a r~ee fo: Tr~~~stern gao ~old ~ 

P.?cific Lighting Gas Sup,ly ComparJy lower therl 42.0ceDts per Mcf 

or fix A lower rate for El Paso gas trOde;: Docket RP' 60-3, al=-?~ca:Dt 

~'"ill be required to reduce :i. ts rates acco:-dingly, .and eo make appro­

pria.te refuoos. 

Tratlsm:tssion Expenses 

'l'be d:i.ffereDce of $47,000, or about 1.3 perce:o:, in the 

e.stimates of tra:osmission expenses results primarily f!:Om the use . 

by the staff of a 35-year average service life for the Newberry­

PlaceXltia pipcliIJe compared wi th a shorter service life (18 years) 

used by epplic8.Xlt. We £:i.lld the staff's esti.mate of $3,698,000 1:0 be 

re.asotlable. 

Bistribution Expenses 

The staff's estimate of disttibution expenses is lower t:h.all 

ap:plicallt's estima1:e by $93,000, or by about 1.6 perc&:t.· 'I'lUs 
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d1£fererzce is accounted for, :til part, by the staff's estimate of 

work to be coDtracted to outside engineeril'lg firms daring the test 

year. Based OD the record, we fil'ld distribution expeDses of 

$5,923,000 to be reasonable for the test year. 

CUstomers' Accotmting .a:cd Collectillg 

The staff's estimate for customerS I accounting .axlQ collect­

iDg expellse.~ was $42,000, or 0.9 pet'cent, less tb.arl applicaDt's esti­

mate. Both the 4pp11cant and the staff computed the allow.ance for 

Wlcollectibles by applying a. percelltage factor of 0.5 percent to t:h,~ .' 

estimated gelleral service revellues for the test year. Suc:h Ullcol­

l~ctible factor appears reasonable. We find .:Jll amoUllt of $4,iOO,OOO 

· · · · 

to be reasollable at preseIlt rates for customers r aecOuntiDg andeol-
" 

'r 

l~c:tl:Xlg expe2lses i'.O the test year. 

S.:l.les Promotion 

Ihe sta.£f's estimate of sales promotion expenses for rate 

makillg purposes is. lower than applicant's estimate by $867,000 oroy 

about 27 perceDt. A CompariSOXl of thet:we> estimates for the test year 

wi th the actual sales promotion expenses for the years 1958' aDd 1959 

are set fortt.. itl the tabulation following: 

.. .. :Estimated test y~ .. .. .. .. .. .. 
.. .. 

:EDd1Df June 30, 1961 : 
· Year . Year · . : Apprc8Xlt : cput S.ta:£f: : Ac. 

: N~. Account 
785 Supervision 
786 Salaries & Comms. 
787.1 Demonstration 
787.2 Advertising 
787.3 ~sc. Sales Exps. 
788 Rexlts 
789 Merch., Jobbing axtd 

Contract Work . 
Total Sales 

PromotiOll 

· · 
$ 

1958 : 

z,,62,235 $ 
671,069 
206-,846 
487 ~6al 
546,582 
42,535 

27 :.089 

1959 : ~:x. 2 : Ex. 30 : 
535,573 $ 573»000 $ 488,000 
723,381 821,000, 681,000 
215,200 235,000 118,000 
540~525 68'3 000 3797 000 
933,071 898:000 677,000 
44,638 30,000 30,000 

l25~567 27 1°00 27:.000 

ExpeDses $2,444,037 $3,117,955 $J.,267,000' $2,400,000: 
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The Un1fo::m System of AeeoUllts for Gas Corporations pre­

scribed by this Comm:tssion sets forth the several sales promot:r.on 

expense a.CCOUIJts, including advertising, and the types of expetJ8eS that: 

fall With1:c each such .a.eCOU'Dt. Therefore, it should be clearly ucder­

stood that sales prO'CCOtioJl expe1lses, :!.:celud1tlg advertisiDg, may be 

legitimate allowable expeIlses of a public utility. The issue ra1sed 

itl this proceediDg 1s whether applicant has susta1%led its burden of 

proof as to reasonableness of amQUIlt to be bo%'llc by the raeepayer. 

Advert:1S:LDg by public utilities frcqu.eIltly has beem opposed 

'by customer wi. tDesses ill rate proceedings, but the Corcmissio:a always 

has recogcized the value of advert1s1Dg acd sales promotioD by util­

ities. We cotlsistently have a.llowed reaSOtlable amoucts. for such 

purposes. It might further be poi:ated out that the Coramissiotl has, 

on at least four occasions, cotlsidered tna: ratepayers would benefit 
3/ 

if the comp~y spent:J.dd1 tional money on advertising. - Itl several 

of these iDSt=Ces bus eompa:cie.s were ordered to expaXJd their adver­

QSiXlg alJd promotional activities beyo:ad· the amouats they had esti­

mated were ttecessaxy, aDd add1 tioJlal fuD<is were allowed 1D ra.te mllld:.og 

for attempts to bolster patroDage. 

A fundaIneXltal priDciplc involving public utilities .a:od their 

regulation by govcrDIllentalauthority is that the burden rests heav:i.ly 

upOtt a uti li ty to prove that it is eDtl. t:led to, rate relief a:adnot 

tx?On the Cotmxd.SSiOll, the CotmDissioJl staff, or @y illterested party, 

or ?rotestal:)t to prove the contruy. In this proceeding the :'urden 

is upotl applic:allt to eseabl1sh all necessary facts which 'WOuld justify 

the reques'ted increase in rates. A public: utility is created for. 

~/ S.a.erametJto City Lines, S3 CPUC 241; 
Stockton C:1ty Lilles, S3 CPUC 355; 
Scm Jose City Lines, 53 CPUC 624; 
Pacific Greyhound Lines, 53 CPUC 634. 
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public purposcs a:od performs a fuDct10n of the State. It acquires 

the status of a quasi trustee <S~ VS. Am.es~169 U.S. 466~ 544; 

Western wal Co. vs. R. R.e Comm.» 216 Ca.1. 639 ~ 641). 

Appl:i.e=t states !:he purpose of its sa.les promotion activ­

ities is to attain the full ecoXlomic ultilizad.o'll of its facilities 

by (1) obtaining Dew gas customers:t (2) retaining present customers:. 

. (3) encourag1Dg the :tccreasecI use of gas:. arKl (4) developilJg 2rld, pro­

moting new uses of gas which will result iDa well-balaxlC:ec! load. 

Other reasotlS shO'WrJ in this. record for s.a.les promotion aetiv1 d.es 

i~elude: (1) to maintain aDd secure improvement in, load factor, (2) 

to·m3intai~ applicant's oompeti:ive position ~th the electric util­

ities, (3) to mainta1D ~dimprove applicant's public relations:. (4) 

to educate the public in better use of gas, (5) to compete genera.lly 

for the COllsumer's dollar, aIld (6) to lower 'the cost of fin.a:ocing 

th2:ougb. tIlJlking the applicaDt better knOW%) to the iXlVcstors and security 

holders. 

k1J associate professor of marketing £rom the University of 

PerlXlsyl vaxlia testified as. OXlC of appliea:ct I s "Wi tnesses 1:ha.e ill h:1s 

opinion ratios of sales promotion or adv~sing expense to total 

operat:i:cg reveDtle or total operating expeDse are the most valid yard­

sticks for compariso:c. He prese:nted as. part of Exhibit 70 eompariso:cs 

of sales promotion expenses of 14 large gas distributing comp~es 

including appli~t for the period 1947 to 1958 showing th4t appli­

e..-mt's sales promotion expenditures during that period were Dot b1gbe:' 

thaD the lUghest comparlies al'2C not lower th.e:o the lowest companies and 

cODcluded therefrom that appli~t's proposed expenditures were reason­

able. He aclalowledged. however, that hc bacl spent but two days on the 

sales promotioD expe%lses of appliC8l)t aDd Southern Califor.cia. Gas 

CompnDy, aDd that he had Dot a:calyzed ill det:ail either appl1ea.xat's 
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sales promotioXl program or est1ma.eed expeDscs for· the test year. For 

the yeu 1958, the l.a.st shown on Exh1b1't 70, the following relatioll­

ships are obtaitlcd: 

Low COmpaxlies 
High. . Compatlies 
Average - CombiDed Gas & Elee~ ~s. 
Average - Str.a.:r.ght G.a.s Compam~1 
SoutberrJ ca11£o:rtlia Gas Comp.a:oy 
SouthCrtl Cotmties Gas Compa:cy 

Sales Promotion. ExpCllSes 
As a Percent Of 

operadJlg operad"':cg 
·Reverme E?ffienses . 

0.81-
3.9 
1.6 
2.2 
2.6 
3.0 

1.07. 
6.5 
""3 tI... 

3.2· 
3.7 
4.1 

We llote in passing that if app11cOlDt, in 1958, had spent 

for sales promotion the average 2.2 pereec't of operatiDg revenue for 

straight gas c.ompatlies snOWD in appllea:lt's Exhibit 70, applicant's 

sales promotioD expenses iD 1958 would have been reduced by ~ut 

$650,000. Si:llilarly, if all average 2.2 percetlt figure is applied to 

applicant's estimated revenues of $l33,565,000 at its proposed rates 

for the test year, all amount of $2,938,000 is obtained which is 

$329,000 less thaD :he sales promotion expenses estimated by applicact 

iD the eest year. 

The evideDee reveals app11ea:ct has no commitments or £1= 

COD tracts for :my sales promoeioD expe2ldi tures iD the t:est year, 

except that 'Which appliea:ct has with its present exIli>loyees arJd about, 

$46,000 for a national televisiotl program; applicant has DO Utlder­

stand:£'tJg or commitmetlts w1.th a:!JY lle'W'spaper or radio statioXl to spend 

. a:rty amoUDt of money ill the test yea:r for advertising; axld, further, 

e.pplica%lt has DO UllderstaJldillg with e:rly dealer, ma:cufactm:er, or other 

cueh groups that in the test year applicaXJt -will speDd a:ny specific 

amotmt of money for sales promotiot) activ:i.tes designed to sti:nulate, 

~/ Both Souther.o California Gas Company alld SoutherIl Counties Gas 
Company are iDcluded ill this average, atld the average- excludi'rlg 
these two cOI:Ilp.aIlies would be lower. 
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for example, gas appU.ax%ce sales. ApplicaDt' s witlless cOllsiders there 

is flex:i.bility in both the amount of money to be spent allQ the sales 

p:comotion aecivities to be u:cdertaken 1n the test year and further 

considers that applicant is Dot botmd to SpeXJd the amount of moDey 

budgeted for particular sales promoeioDal activities. It is further 

revealed by 'the testimony t:bat appliClmt r S origi:cal estimate of sales 

promotion expenses for the year 1959 exceeded its actual expenditures 

for that year by some $160,000 aDd that for the first: four months of 

1960 applicant's actual expenses for sales promot1OD' were $63~OOO 

below 1ts estimate. 

Applicant represetlts that its sales promotion acti v:t ties 

'beDef1t the ratepayer in at least two w:;.ys: first, the Dew customers 

betle£1t from the services provided by 1t:s sales persOIltlcl; a:nd second, 

a program effectively directed to illercase the year-round aDd off-pe.lk 

loads wi 11 improve the utilizatiOD of· facilities aDd the am:rua.l load 

factor. According to applic:.;mt, the resultillg improved use of gas 

facilities meaDS more favorable rates for all customers. However,' 

applicant produced :co dollar measure of the add1tioDal revenue realized 

from its sales promotion activities. 

The $~f analyzed applicant's estimates i~ collsiderable 

detail recogciziDg the competitive situation which exists i:c applicant's 

service area w.i.th the electric utilities. A<ijustmexlts to appl1ca:ct's 

estimates were made by the staff for rate making purposes, as shOWD ill 

detail ill Exhibit 74 for the followirJg geDeral reasoDS: (1) to arrest 

the eODstaDtly iDcreasing divergeoce in sales promotion costs in appl1-

Callt's service area as compared with other areas in califortJia.j (2) to 

remove p~ of the burdet2 of co:os~tly expatld1:cg costs- of sales pro­

motion, which cODtribute oDly <i1m:i.llishiDg returDs to the applicant a%ld 

to the ratepayer; and (3) to decrease those certa:Lll expenses wbieh have 

little value to the ratepayer and which, ll.ceordiDg to the staff, nor­

mally should be paid by p.a.rt1es other thaD the applicant, such ~ real 

estate developers, builders, appl:i.allce dealers~ mallUfaceurers of appli­

anees and. salesme:c. 
-13-
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In Exhibit 31 cbe staff showed s number of comparisons of 

sales promotion expenses for the larger gas snd electric utilities 

operating in Ca1ifornia~ including a comparison of sales promotion 

expenses per average customer as follows: 

San Diego Gas & E1ec. Co. - Gas Dept. 
Pacific Gas- & Elec. Co. - Gas Dept. 
Southern California Gas, Co,. 
Southern Counties Gas Co. 
Southern Calif. Edison Co,.. - Electric 

Sales Promotion Expenses 
per Customer, . 

Estiiiiated Year 
Actual Endin~June 30 1961 

Year 1959 APpliCiOt . . Staff 

$0 .. 98' 
1 .. 09 
3.58 
4.50 
2.40 

$3~92 
4.31 

$2.98' 
3.16 

The above figures reflect a competitive situation in the 

service area of Southern Californl.a. Gas Company and of Southern 

Counties Gas Company.. In these eirc:um.stanees there is not substantial 

comparabil~ty among the utilities. 

The staff did llot a.ttempt to determine what the company 

should speX2d :tn total for sales promotiona.l efforts ~ but did preseXlt 

what it considered to be a. reascm.ahle amoUXlt to be assessed ~ai:lst 

the ratepayers in the test year. In maki~g its estimtl.te~ the sta.ff 

seg:egate.d applicant r 8 estimate iDto three groups of expenses. 'the 

first gr.oup the staff fOUXld to be justified :tn full for rate maki:cg 

pw:poses axld did Dot adjust. The seeoXld group the st:lff:adjusted 

for rate. m.lking purposes on a judgme1lt besis:t givi:cg conSideration to 

the special factors iDvolved. '!be 'third group of expexlses the staff 

adjusted downward by 50 percent :or rate m.aki:ng purposes on the basis. 

that such expeDses were of ~ type tha.t should 2:lO:r::mally be pa1d for 

by t:hird parties, such as de.a.1ers:t maou:acturers, real estate develop­

ers~ alld various other groups~ aDd because such third parties ObtaiXl 

di:r:cct betlefits from such sales promo~o:Dal activities of applieatlt. 

'I"nc followiDg ge%leraJ. complaiXlt::: have been made by certal":n 

3?p1iancc dealers relative to soce of the sales promotional a.ctivities 

of gas utilities in souther.o California: (1) house ea.ll service 

rendered 'to. the ratepayer is excessive aDd detrimetltal to .dealers ill 

appliaDces and is used in part as a. tool to further sales promotion 

Activities; (2) l:tsts of prospects fo~ buying '0£ :cew appliaDce5, cmd 
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sales contracts for Xte'W appli.a:oees are suppli~d by appl1ca:r::rt to favored 

dealers; (3) ~pp11~ce d~lcrs arc'unable to $upply the large mass 

mru:k~t created by housitlg tract cIevelopments due to the applicant's 

efforts to direct these sales to manufacturers;" (4) applieaot engages 

in direct sales of appliances a:cd thus provides Bll U%2fair cotttpe'tid.on 

to the dealers; and (5) a.pplica:ot, at the expexlse of 'the, ratepayer, is 

performl.tlg dealer operatioD$ by working wi tb. the ~aeturers to 

display appli.:mces 1:0 c:ompatly offices. 

The staff it! 1. ts investigation of these matters recomm.ended: 

(1) for safety axld cODtiX'J.ul.ty of service appliee:ae's present house call 

program of meter, piping aDd pilot light inspection should be con­

tinued; (2) appli~t should either discODtinue the'preparation of 

~ppli~ce prospect lists or make such lis~s available e~lly eo all 

g8.S appli<mce dealers; (3) the direct sales of appliances to archi­

tects, builders, ~d for apartment house uses by applicant should be 

discontit!ued; and (4) applicant should obtoiD i1:s display of 31'1>11-

ances at the ma:Dufac~.JX'ers f expeDse a:od any future appliaIlces t>ur­

chased by applicant, for display purposes, should not be cODsidered as 

part of m..aterials and supplies or other platlt for rate making parposes. 

Th~ staff's first and third recommendations are sound and sbou14 be 

placed into effect by applicant. The staff's second recommendation 

should be modified to provide that either the preparation of appliance 

prospect lists should be discontinued or such lists should be made 

available equally to all tbose appliance dealers who sell gas appli­

~nces only. With respect to the staff's fourth recommendaeion7 appli­

ances for display purposes will be considered in eonneetion wi~h the 

reasonable r~te making allowance for sales promotion expenses and not 

as part of materia.ls and supplies or other pl:lnt. 

Certain of applicant's sales promotion practices and activ­

ities, as revealed by this record 7 while appropriate for other types 

of buSiness appear inappropriate in a public u~ility operation. Appli­

cant,. as a pt7:blic utility, has been gr3uted an extraordino.ry privilege 

~nd occupies a privileged ~si~ion. It is performing a func1:ion of 
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the SUtt~. In this eonneetiO:l e.pplicant: is recinded of its ob11gl~:tion 

i"l.nd~r Section 453 of the Public Utilities Code which provides, in part: 

HNo public utility sha.ll~ as eo r4tes~ charges, service, 
fac:ilities, or in fmY other respect:, make orgratlt a:Dy 
preferCllcc or advatltage to tJD.Y corpora1:ioD or -persoD 
or subject any corporation or person ~ any prejudice 
or di sadv8X) tage. " 

!he Commission has previously expressed i'tS CODcern because 

of the competitiotl between the straight gas utilities aDd the strs.:l.ght 

electric utilities, partieularly as the cost of sales· promotion affects 

the ratepayer .il 
Based upon a most thorough aDd carc£ul considera.tion of the 

entire record ~e find $3,150,000 to be a reasonable allowance for 

sales promotion .activities :tn the testyear to be bo:t'2le by the rate­

payer. Such .amOUXlt :[s well within the ra:cge of applica:at's own Exhibit 

70 .a.:od exceeds applieant r s aetuaJ. expe:odi tures for 1959 ~ Our action 

here.iD is not to be construed as limiting the amount appliea%lt may 

speDd for sa.les promotioD in the test year or in a:rry other period. 

Such determination is for the appl1cal)t to XZlal~e. Our detemiDation 

herei~ relates solely to the reasonable allowance of sales promotion 

expenses to be i~cluded in gas rates of this applicant' tC> be borDe by 

its ratepayers. 

Admin:Lstrative :md G~~al Expenses 

The staff's estimate of a.dministrative aDd geIJeral expell8eS 

;,$ $203,000 or about 4 percexlt lower t:h.an the a;>plieaxlt's estimate. 

Prillcipal dif£erexxces betw'eeD the two estimates are in Ac. 798, 

Insurance, at)d in Ac. 801, Miscellaxu!ous Gerleral Expel'lses. Applicant's 

estimate of Ac. 798:, I1lsuratlce, reflects an amount equivaleDt ~ t:b.c 

highest anoual eos~ incurred during aDy one of the five preceding 

years plus .aD addi tiotlal amomlt to provide for added exposure inci<ie:ot 

eo growth. 'the staff's estimate, on the other harld, was based upon a. 

i.! Decision No. 59011, dated September 15, 1959, Case No. 5945. 
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projection of actual costs incurred with cODsidera'tioD given eo the 

applicaDt's ~t1c1pated practice of self-insurance programmi~g. 

With respect to Ac. 801~ Miscella:ocous General Expe2:l$e8~ 

the staff's estimaee excluQes certain amounts which it eOl)sic1ered 

were abtlorma.l, or were uore4SQQable =oacts of dues aDd donations 

that should be borne by others thaJl the ratepayers. 

It is the Comm:.tssiotl' s practice in arr:i.villg at expenses 

to be allowed for rate making purposes to exclude dues to sodal 

clubs, expendi~cs for pol.1tiea.l purposes,. and, in part,. dODatiOl)S 

to c:har:i.table orga:aizat:1ons. 'rhus, such expe1ld1tures, to the extent 

made above the amounts allowed for rate fixillg purposes, come out of 

the stockholders' portion of the ear.citlgs and are ~ot a burden on the 

ratepayer. 

We fiDd reasotla~le and adopt for the test year aD amount of 

$5,073,,000 for administrative 3.Ild general expenses at· preseDt ra.tes. 

Depreeiation (~ty and Interest) 

Depreciation armui ty cd interest .as estima.ted by the staff 

is lower by $269,000, or by about 5 percene" th.axl appliea:nt's est1ma.t:e;. 

'Xbree major items of differe1lCe are involved. First, the staff 

estimated a somewhat lower depreciable plant than did appli~t; 

seco:nd, the staff used a. depletio:a-aDtluity rate for the Texas. pipelitle 

facilities that reflected additional volumes of Texas gas which became 

available in Jatruary 1960, whereas applicaDt did not reflect such 

item itl its c:omputation; aDd third, the staff used a 35-year average 

service life for the Newberry-Place!ltia pipeliDe facilities compared 

wi th a shorter (l8-year) average service life used,. by applica:ot. 

:sa.sed upotl the evidellce in this proceeding. we find· that the 

staff's estimate of depreciation anDUie.yand interest amounting to 

$5,,283·~OOO is reasonable aDd' it is adopeed for the test yea:r:. 

-17-



e 
.' A. 41859 (Amd~) GH 

T~es Other Th.a:o Income 

Taxes other tharl i'Dcome, co:CSistiXlg of ad valorem and 

Social Security pay.('()ll taxes, as estimated by the staff~ arc 

$541,000, or about 8 percent, lower thaXJ appliea:ne's estimate. 'Ih1s 

diffcretlcc applies pr1X1c1pally eo the estimates of ad valorem taxes. 

AppliCElXlt's estimate of ad valorem 'taxes for the test yes:r 

was based upoXl one half of the estimated ad valorem taxes for the 

years 1960 all<! 1961. The 1960 estimate was computed by using a:o 

averase tax rate 3 percent above the 1959 average tax ra.te .as developed 

'by a tretld for the last five yea:rs atld aD estimated assessed value for 

1960 based upon the latest indicaCion from the State Board of 

Equalization. App11~t's 1961 ad valoren tax es~te was computee 

by us1'Dg t:D average tax rate 3 percetlt above the estimated 1960 aver­

age t.3X rate alld all esd.ma.ted assessed value based upon a five-year 

average ratio of plent investment to assessed values. 

The staff' s estimate of ad valorem taxes reflects the 

latest ktlOWD assessmellt ratios, ad valorem tax rates, and 'the staff's 

estimate of plaXlt aedieions •. 

'Xh1s record reveals tnat applicaDt origillally estimated ad 

valorem taxes for the test year :t:c 1:he smou:ot of $6,6S0~OOO ill 

Exhibi t 2, atlQ subse·quently revised this estimate dowrrward by $300)000 

ill Exhib1 t 53 1:0 reflect a lower est:imate of assessed value of appli­

cant I s property based on later data from the State Board of Equaliza­

tion. !he staff reduced its original estimate of $6,148,000 dowcward 

by $~ .. 2, 000 to reflece a lower assessmellt ratio thaD origi:cally 

used based OD later iDformatio%l from the State Board of Equalizad.oD. 

Changes made :tD the estimates. of ad valorem taxes in the magxti tude 

i:cdieatcd above durltlg the course of the hearings ill t.h16 matter cast 

cotlsiderable doubt 011 the validity of estimatillg ad valorem taxes by 

trendl,1:1g methods urged by applicant. Applicant i eself uses 'the 

latest known tax rates in computi:ag its estimate of, Social Security 
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caxes > Statc~ corpora.ti~ fr.cmehise tax cd Federal 1xu:ome 1::JlX~ but: 

advocates a trending method ill computing its estimate of acl valorem 

UlXe5. 'I'h1s rec:o:r:d is not coDVincing tha.t the CoImDis8iOD should 

abandon its 'UDifomly applied practice of USillg the latest: know:l 

ad valorem tax rates and assessment ratios in develop:[ng reasonable 

ad va1or~ cax allowances in a test year for rate f1x1~g purposes. 

Based upon the entire record we f:.t:cQ taxes other than 

:tncome of $6,200~OOO to be rea.sotlable for the test year e%lc1ing J'tme 

30!) 1961. 

Income Taxes 

Applieallt has ealeula.ted a:od paid its it2eome taxes on .a 

straight-line depreciation basis ill all years, but filed a cla1m. for 

i~c:ome tax refuDd for the years 1954 aDd 1955 based upOD liberalized 

deprecie:tioll for those two years. The record reveals that applica%lt: 

recently received a tax refund based on liberalized depreciation for 

the years 1954 cd 1955 in the toU'tl amotmt: of $344,1 .. 44.09 of which 

$67,040.16 represents interest a:cd $277,103.93 represents thf.. Det 

amount of all tax items. l1le record further shows that appli~t 

does not intCXlo to claim liberalized oepreciatiotl in the, future. 

It) co:cformity with Decision No. 59926:. dated April 12:. 1960:. 

spec:i.£yit2g the treaement of l1beralized tax depreciation for rate 

making purposes:. the Federal iXleome taxes hereiD are compueed on .a:o 

"as pa:i.du basis in our adopted results. Credited thereto is the' 

portion of the tax refund applieal:>le to the test year ~ amounting to 

approximately $10>000. 

After giving effect to the. variatioll ill the expeDSeS being 

adopted herei.Xl, :t:ccludillg depreciation for tax purposes. reflcc't1llg 

Q,e adoptee 3S-year life for the Newber.r:y-Plaeer:tia pipeline, we 

compute and adopt .a:o i:ccome tax 8mC)tmt of $3,242,000 as reasonable 

for 'the test year etlding JUDe 30:. 1961 at applieaxlt's prese%)t rates. 
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SuCh computntioo reflects 4 5.5, percent State 1~oomc tax rate and a 

52 percent Federal income tax rate. Should applicant elect~ for i'D­

c:ome tax purposes, to use a life shorter thatl 35 years for the 

N~7ben:y-Pl4Ceneia pipelitle~ .a.ppliea:ot ~ll be required 1:0 aC:vise 'tll1s 

Comm:i.ssiotl ill wri tins so that such appropris,1:e adjustments ill rates 

as arc fOUlld to be justified 1JJAy be maee. 
Rate Base 

'Ib.e eompC>Detlts of the weighted a.verage depreciated rate base 

for the test year ctlding Juce 30~ 1961 as developed by the applicant 

aDd by the staff arc c:omp.a.red below: 

WEIGHTED AVERAGE DEPRECIA'l:ED RA.'IE BASE 
!'EST YEA...~ ENDING .ruNE 39, 1961 ESTIMATED 

Gas Plant: 
. Pl!l.nt 1n Service-Beg.. or Year 
~leigb.ted. Avg. Ne'tAdd1'tions 
Noninterest ,Benring Coll!t. Work 

in ProgrO:1:S . 
Total Wtd. Avg. Gru:Plant 
Deduet1ot). tor Depr. 

Net. Cs,1! Plant 

Y-od1£1ca.t1ons: 
Contr1~'tionc in Aid of Con3t. 
Cuotomers' Advtmees ror Co~t. 
D~r .• Resv. ror Motor Vehicles 
~d Work F4uipt:lent. 

. Total Modif1eationo 

YJIlterials and. Supplies 
Working C4~h Allowance 
Adju::tment for Uboro.lized :)cpr. 
'Weighted. Ave_ Depr_ Rate B'\Se 

~224,917,OOO $222,752,000' 
7,472',000 7,0;'7,000 ' 

400,900 
$2:32,789,000 

35..1:&.990 
$l97,453,ooo $194,900,000 3194,900,000 

2~021,OOO l, 7l0',000· 1~ 710,,000 
1,700,000 2QO.OOO 

- (257,000) 
$19:3,340,000 t188,,776,OOO-$189,Ol9,OOO 

(R~ ?ip;ur~) 

The staff's estimate of weighted average gas plaXlt is 

$2,600,000 or one percent lower than applieaDt's estimate. !1~e staff 

used December 31, 19S9~ recorded gas plant as the base of its esti­

mate, whe=eas the applie."lDt used a nine months .actual 8lldtln:ee months 

estima.ted December 31, 1959, base year. In additiotl the staff used a 

later estimatecplant budget re£lecti::lg certal.1"l changes not included 

in the applicant's original b~dget esti~tc. Appli~nt elAi~ that 
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the staff's estimate of weighted a.verage gas plant should be i:Dcreascd 

by $2,600,000 s1:oce 11: cl4ims that ehe s wf erroneously es titllated 

that interest beJlring construction work in progress of .o.pproximAtely 

that amount would carry OIl through the test YClJ%. Appl1CaDt estimates· 

$440,000 of interest bearing construction work 1:0 progress as of 

June .30, 1960 .a:od as of JUXle 30, 1961 compared with $3,054,601 as of 

December 31, 1957, $2,631,986 as of December 31> 1958-, tmc1 $4,010,645 

as of December 31, 1959. Weighted average gas platlt of $230,189,000 

.as estimated by the staff appears reaso:oable for the test: year aXld 1s 

adopted. 

!here i8 no appreciable difference in the est~ted ~e 

of the depreciation reserve. We fitld the staff's estimate of 

$35,289,000 to be reasonable for this item. 

'Ib.e seaf£ 4Xld the appliCaDt arc i1) agreemeDt as to estimates 

for corJ'crlbutions in aid of const:uetioD, customers' advaDces for 

conseruetioD, a:ocI depreciation reserve for motor vehicles 8Xl~ work 

equipment. These estimates appear reasonable and are adopt:ec1. 

With respect to ma~als aDd supplies2 the staff's estl.mate 

1$ $311,000 or 15 perCeDt lower thall appl1ea:ot'$ estimate. ApplicaDt 

obtained its estimate of materials aDd suppll.es included, in its rate 

base by applying a factor of' 80 perCCtlt to its estimate of the 

weighted average i'Ovestment in i t9 account for materia.ls .and supplies 

it> the test year. It derived the 80 percent factor £rom DecisiOtJ 

No .. 48833 issued July 14, 1953 wherein the Commission ,:at that time 

allowed in applicant's rate base .aD amou:ot for materials a:cd supplies 

which appliea.t'lt asserts approxixaaud 80 percent of the weighted average 

i1)ves1:meDt in materials and supplies recorded on its books for the 

test year cDdcd August 31, 1952. The ev1deDce is not eorrvinc1ng that 

all 80 pereeDt ratio 'thus developed by applica.t'Jt from a prior proceea­

i:Dg is equally applicable to its est:imat:ed amou:oes in tb1s proceeding. 
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The staff i'O ~v1ng at lts estimate of materials aDd sup­

plies atl41yzcd the stocks ofmatena.ls issued 'by clollSses~ reviewed the 

availability of materials, delivery time from. vendors,. the emergency 

nature of certain classes a:od the company I s sumdard practices on 

orderi'Og aDd issuil'lg materials. !he staff did 'Oot :LX2clude in 1. ts. 

estimate arry i:cvestment ill applia:cces, other than appliaDee parts. 

The staff wi tDess considered that o.pp1icmees were part of appl1eat2t' G 

sale·s promotio'Oa1 costs, the expenses for which .are incurred in the 

year 11) which o.ppliJlXlees are 'bought arJd, accordingly, the ratepayer 

should not be required to pay a re:urn on applicant's 1DVeS~eDt in 

appliallces. 

AD al1owa.tlce in rate base of $1 7 710,000 for maeerials and 

supplies it) the test year we fiDd to be reasonable based ot) the ev1-

det)ce of record. 

Appli~t has 1'Dcluded aD. allowance of $1,700~OOO for working 

cash iD the rate base, whereas the staff cotlcluded that l)(). additiona.l 

allowance was needed for working cash to compensate investors for 

capi t:al which they have supplied to enable appliea.n~ to oper<.:te eff'i.­

cienely <Uld economically aDd for which !:hey would not otherwise be 

compensated. this CommissioD in DecisioD No. 48833 da~ed July 14, 

1953 in App1icatio~ No. 33341 allowed this applicant $500~OOO for 

working cash in rate base. Suc:h. aDlOU'Dt has been allowed ill all <ie­

eisiolls OD this applieallt· subscquetlt theret:o. TJpon review of the 

record we fi~d aD al1ow~ee of $500~OOO to be reasonable ~d we adope 

such amount for the purpose of this deeisioD. 

A deduetioD of $257,000 to raee base is made ill :recognition 

of the i~come ~ refund a.-ising from liberalized cleprec:iation claimed 

by applieatlt for the years 1954 and 1955. 

We fiDd reasonable and ~ll adopt a r~te base for the test 

year endiDg JUXle 30, 1961 of $189,019)000 as shown i'O the preceding 

tabulation. 
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bee of Return 

Applicallt represents 'that its tariff 'charges must be so 

fixed as. to yield revel'lues sufficiet)t to cover the costs of operat:ing 

expenses~ maintena.ncei depreciation, eaxes on income, .and a fair rate 

of retw:'tl on its iDvest:mellt that is used and useful itl supplying 

services to t:he public. In thi,s proee.cdillg> appliee.Ilt: seeks a rate of 

retQX'Xl of 6.75 percent oxi its depreciated' rate base. 

Applicetlt. asserts that its, fair ea.rn:LDgS requirement can be 

:¢sted as to adequacy by its ability to mal.tJ'taiD the financial integ­

rity of the comya%)y~ preserve its credit staDcli:og~ eDable it: to ra:i:6e 

the neeC!Ss.axy 'Dew funds OD te:z:ms which will not dilute or Violate the 

rights of ei thcr the old or new owners, tuld that the ret'l.1X1l' to the 

owners should be commensurate with the retuxn on other i1)vestmettts 

having correspoDding risks. 

Applicant derived an average capital st:ra.c:ture for the test 

year. .as follows: 

BoDds 
Short:-~ Loans 
Common Stock Equity 

Estimated: Test Year ' 
AverAA£' Capital Structur~ 

:AiiiOUDt, Percent ----
$ 80~673~OOO' 

8,343,000, 
98,3737 000. 

$1E7,3gz;,OOO 

43.1 
4 .. 4 

52.5 
100.0'. 

Applicant computes its cost of debt eap:teal at 3.96 peree:ct 
, 6/ 

after allowing 5.25 perCeXlt on its proposed 1960 bond 1ssue- of 

$20,OOO~OOO. IDterest on short-te%m loans applicant computes at 5 

percent Slld shows that tmder these assumptions its requested rate of 

return of 6~ 75 pereetlt OD its dePreciated :rate base will produce all 

eartl1Dg' on cotmnoJl equiey of about 9.6 percexlt. App11eaDt compared 

this :resulting ea.r:oing Oll common stock equi ty with the exper:!.exzce of 

a group of 13 major :natural gas eomp.3llies 417d w1th another groui> of 13 

operatillg Datural gas utilities for the period 1954 through 1958 aDd 

, II AppliCeDt's 1960 bond ~ssu~ was sold on J~ly 25% 1960 on ~ 4.6437.. 
basis as eompared with applicant's estimate of .:>.2S7~-
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coocluded therefrom that the ,6.75 percent requested rate of return 

was a minimum. requirement. A Vice president of Reis 6: Charldler:J Inc., 

ODe of applicant's w1tJlesses on rate of returz:l~ based on his studies 

of app1ieant r s Exhibi ts 3 .and 4, 8l:ld other data' i'Ocluding his, analysis 

of 56 g~ distributing compa:nies a.1so cotlcluded t:hat'."the 6.75 perect 

rate of retur1l requested was a. minimum requirement. 

'!'he City c;>£ ~s Angeles in Exhibit 46 presented various 

£itlaxlcial data with respect to appl1C3XJt .arlO the so-called 'corz:tParab1e 

gas companies r.elied upon by applic.:tDt iIl its Exhibits' 3 ·and 4 •. l<?s 

ADgeles made certain a~ternate ealculationG aDd showed .that a 6.75 

percent· rate of return applied to a rate base of $193>340,000 would 
. 

yield ca:rtlings of 9 .. 92 percent 0'0 eotcmOI) equ:t ty wb:teh after allowiDg 

7.8 perce=t for dividexxis on ComoIl stock would produce $3:Jlll:JOOO 

for earDed surplus at: a 67.19 perCeDt payout on common sto~. A 'Wit­

XlesS for Los Angeles eODcluded 1:h.a.t (1) so-called comparable eompa:c1es 

relied upon by appliceDt are Dot sufficie%lt1y comparable to· serve as' 

a basic for fix1Dg applicant's earnings; (2) the use of thirteen 

or aTJy other n'lJClber of so-called comparable compa%lies as used by 

applica%lt in Exhibits 3 axld 4 will result in va:ry1ng coDclusio:cs as 

to c~ings requirements' sod (3) results based solely upoo,eompara­

eive earxl:Lllg statistics are the elld product of atl over-s1mplif1ca.tiOtl 

of a. complex problem .arld are :cot sufficient to 1nd1eate the proper 

level of earnings ill this proceeding.. He urgec1 that all relevcmt . 

factors be conSidered. 

In ;[ ts elosiXlg brief the Califorrda. Fa:ao. Bureau Federation 

took the position that: 4 6.5 percent rate of ret'U.t--xl would be appro­

priate. '!he C1 ty of Los Axlgeles in l. ts brief urges that· the %:eed for 
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atld equ1ty of a rate of rctu:t:1) higher thall 6.5 perCellt has not booXt 

established by the record in this proceeding. !he City of ~ Diego 

seates that an over-all rate of return on the order of 6.5 percent 

would be more consistetlt with reasoXlablelless tb8t1 applicant's request. 

III its brief the Department of Defense ~d Other Executive Agenc:f.es 

of the 'Q'llited States urges t:ha.t the requested rate of returl) is 

excessive @d that a ra.te of returD of 6.5 percent is at the upper 

limit of the range of reasonableness for 'tb1s applicant. 

In cODs1deriDg the position of appl:i.ca:ot aIld other parties 

with respect to rate of retuxn 'We should poiDt out that the cost of 

money is llot decisive of the issue of rate of return .a:nd that the 

Commission does not rely solely on fil)accial requiremects ill deter­

mi'Dillg the level of such returrl. 'the lawful iDterests of the COD-

numer as well as, the, inves't:or must cODtrol the rate of returD. 

Up¢D a careful cOllsideratioXl of the evidex,ce before us, we 

are of the opinion and find that a rate of returD of 6.6 perc.ent is 

reasonable for applica:ct for the test year, 12 'XDO'Xlths etJdillg J'tme 30, 

1961. tvhen a rate of returD of 6.6 perCexlt is applied to the depre­

ciated rate base of $189,019,000 hereinbefore found reasonable, an 

over-all increase ill axmual gross revenue of approximately $lO~825,OOO 

is fo~d to be required. 

Spread of· Rates Among·. Classes 

A major issue ill this proceedillg is the spread of rates 

among t:b.e various classes of customers, particularly as be tweenfi:an 

aDd interruptible service. In this connectioll five cost allocation 

studies reflectiXlg various hypotheses 8Xld plUlosophies were i~tro­

duc:ed. 'I'b.ese 1:ccluc1e: .a.pplicaDt's Exhibit 5 ("Share the Sav.iXlgS"); 

SoutherD Califorxlia EdisoXl Compa:oy's Exhibit 23 (Exhibit 5 adjusted 

to reflect cost of gas allocated by the so-ca.lled ''W'ehe Methodff
); 

the staff's Exhibit 32 (costs distribu.ted aceord1llg to use made of 

the system); california. Manufacturers AssociatioXl's Exhibit 34 
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("cost illeurrence" s'CUdy); aDd San Diego Gas & Electric: Company's 

Exhibit 41 (cost of gas at trutlk trSllsmissioD outlets). The results 

of these studies vary widely. 

AppliCaIlt's cost study rests, itl part, upoD a ealc:ulation 
'. 

of the cost of two hypothetical 1t1depe1ldeDt systems designed to 

serve thefi:z:m atld the interruptible classes separately. The costs 

developed by applicaot in its study closely approximate its proposed 

rate spread to classes. 

The Cs.llfo%'llia Maxlufa.cturers Association (CMA) "cost !:ocur-

Iellce" study constitutes esse%)tially .eIl 11lcre::neneaJ. cost study, and 

allocates 1:0 interruptible retail customers less tb.all one percent of 

the total fixed costs of applicant determined by system capac::!.ty. 

This $~~dy alleges that preseot rates of retail iDterrupt1ble customers 

produce $S~ll0,OOO of revenues in excess of cost as eetexmiDed by ~ 

a:cd that present rates of general. service customers fail to cover 

eost by $18,4l4,OOO~ or by 20 percent. 

Studies of Edison .axld SaD Diego were based, i12 part, upon 

applicaDt's hypo:hetieal study 'With certain modifications. Edison, 

OD the basis of its study, proposed lower thaxl preseDt rates for 

steam-electric geDerating service. San Di.ego' s study showed that 

rates proposed by applicant for wholesale service to, San Diego would 

produce higher than system-average returns. 

!he staff's study distributes costs accordiDg to the use 

tilat is made of the system by each class, the fac:1l1ty compotle1lt being 

allocated to each of ehe customer classes OD the basis of the ~ 

monthly usage, giving consideration to the level (transmission or 

distribution) :Er~ which each class receives sern.ee. !be staff study 

shows higher than system-average rates of retarD for the general 

service aIld f:l.m industrial classes, with deficiencies in earniDgB 1tl­

dic:ated for the interruptible, gas engitle a:cd wholesale classes. 
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v:e do not agree wi. th the theoretical assigx=e:nt: of l11:t:lc 

or DO dema:od costs to the :i.:oterruptible sC%"V'ice I!.S advoClltcd by some 

of the parties in view of appliC2.ll~' s ectu.a.l oper:J,tioDs ~ gas procure­

ment policies, gas sa.les ~ atld relatively small curta:r.llte:oe of inte:­

ruptible service. Less than 40 percent of the gas estimated to be 

sold i'O the test year 1s for applieal)t's ge1leral serv:i.ce customers. 

In our opinioXl both capacity aDd usage are signi£:iCaDt ele:meJ)ts 1:0 

respect to the capital outlay for :1 pipeline system 8lldlleed to be 

giVeD sigDificant weight 1:0 deeemin1ng cost of jo1:otly used facil­

ities. 

COst~ however~ is but one of the l.mporeaDt elemeXlts. 1Il rate 

fixing. In Exhibit 6 applic=t shows that energy costs of gas at 

proposed rates are well below the cases of alte:r:oate es:lergy sources 

for typieal residential a:od restaura:ot uses. For fim industrial 

proeessiDg customers, Exhibit 6 shows that gas bas a price adva:Dt:age 

over electricity, but when oil competes~ the a.dvantage is decreased 

aDd ill some eases reversed. Appliea:nt asserts- that gas recently has 

been more expensive than the hcav1er grades of fuel oil used by large 

i:odustrial Cl.lStomers ar2d steam-electric generati::og sead.oncustomers, 

but that in the last few tIlODths a firming of the gOiDg pr:Lce' of fuel 

oil has take%) place. However~ applic@t states that its proposed 

rates refleet i1) part the limits imposed by competitive fuel oil 

prices iD the i:oterruptible classes alld urges that this Commission 

should not pres.cribe iDterrupti'ble rates arty higher tb.all .applicant 

proposes because of the competitive fuel situation. 
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The record herein shows that the proposed level of inter­

ruptible rates might result in some customers discontinuing. this 

service in favor of other competitive fuels. The rates authorized 

herein have been developed after considering all of the factors 

inherent in rate spread including C051: of service~ value of service, 

and history of rates. 

Existitlg Offset Rates. 

Several offset rate increases occasioned by the increase in 

cost 1:0 appliC:mlt of out-of-s.tate gas. purchased from. El Paso Natural 

Gas Compatly involving proc:eedillgs before the Federal Power Commission 

whiCh have not been completely adjudicated are subject. to possible 

refUZld. Fl,:cal dete.rmillatiOll of refunds ill each installce is dependexlt 

upon final. a.ctiOll by the FPC or a court in :my appeal thereoD. Among 

the FPC proceedi1'lgs involved in possible refunds to ap:pliC8llt's 

california gas customers are the followl:ng: FPC Docket G-2018,' G-4769 ~ 

G-12948 and G-17929. 

Presellt a:cd Reguested Gas Rates 

Applicatlt requests increases in gas rates as set forth iD 

Exhibit 56'Wh1eh it estimates will produce $14~449~OOO'of additioXla.l 

a:arJllal revenues, or an average of 7.2 CeDts per YJ.Cf, based" u:poD :i ts 
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es.timate of gas. sales in the test year ei1c11X1S JUlle 30 ~ 1961 segregated 

to classes of service as follows: 

REQUES.rED REVENOE INCREASE 
TEST lFAR. ENDING JUNE 30~ 1961 

: : ApplicaDt: is: ... Requested 1ievellue IDcrease : 
: : Esti.mate : Before : ~iO, : : 
: Class : of Sales : El Paso : El Paso: Total : 
:of Servica :Izooo Mc£:perceDt:1960 Offset: Offset . AmoUDt:Pc:rCezt: 

Cell. Service 77,468.5 38.87. $ 6~933.000 $2,378,000 $ 9~311~OOO 64.4% 
Gas E1)gi:ae 1,076.4.5 49 7 000 18,000 67,000.5 
Firm. Ind. 5,228.5 2.6 293,000 69,000 362,000 2.5 
Inter. Ind. 25,524.1 12.8 992;000 127,000 1,119~OOO 7.7 
St~ Plant 36.15S.6 18.l 868,000 181,000 1,049,000 7.3 
San Diego 
Cas & Elec. S4i·385.6 27.2 

Total 199,S4I.7 100.0 
1--,,-695%000. 846,zOOO 2 z541,OOO 17.6 

10;830,060 3,619,000 14,449,OO~1OO.6 

. ApplictaJt claims that 70 percent of the total 1t1crease re-
o 

quested is attributable to lUgher prices that must be paid for gas. pur-

chased from suppliers, a cost 'beyond maxlagemetlt's cOntrol.; 

El Paso 1960 Offset Rates 

Effective August 2S) 1960 rates of El Paso Natural GaS 

Cotnpany for out .. of-S1:ate gas purc:based by a.pplica:Dt agtUn will itJcrease, 

subject to possible refuXld upotl £12)41 actiOn by the Federal PoWer 

COmmission, as follows: 

Old Rate New Rate l'Ccrease 

Monthly De.mtlllQ. Charge per Mcf of 
contracted daily dema1ld at 

$2 .. 1749 $2~7483 $0.;5734 14.73 pSia 

Comrnod:!. ty <:barge per Mcf at 
14.73 psis. .. 23331 .23963 .00632 

To compensate for such increase in the cost of El PaSo Gas =0 related 

frJlllehise fees aD<:l UlJcollect:lbles, applica:at proposes offset rates by 

classes of service as follows subject to possible refuDd: 
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General Serviee 
First 100 Mef/Mollth/Meter, all schedules 
Over 100 Mef/Month/Meter, all schedules 

Gas EDg1ne Service 
Winter-December through March 
Suamer-Aprlltbrou,gh November 

Fixm. Indust:r:Lal Service 
First 100 Mc.f/'MI:Jnth/Meter 
Over 100 Mcf/Month/'MI!!tcr 

Regular Interruptible Ser:v;f.ee 
Retail, Steam. Electric Illterruptible 
Wholesale Service· 

Monthly DemaDd Charge per Mcf of 
Dai ly· Contract Demand 

Commodi ty Charge 

Offset Rate 
Cents :1>er Mef 

Requested Au:':horized 

3.2S¢ 
.50 

3.20· 
1.20 

3.25 
.50 
.50 
.50 

40.00 
.07 

1.78¢ 
1.78 

1.78-
1.78 

1.78· 
1.78 
1.78 
1.78: 

1.78· 

Rather than pro'V1de a higher offset illcrease for the first 

100 Mef for general aDd other fim service schedules we will authorize 

.an average:f.ncrease for a.ll blocks. W1~ respect to the interruptible 

class, applica:ct' s proposed offset i:ccreases in the interruptible 

class are below the i:ccrease itl El Paso r s coxr:mod10/ c:harge. I'D our 

judgmeDt the interruptible class should bear the full increase in 

cOlllUlOdity costs s:od in add1t1oD .a. reasonable portion of the i:ocrea.se 

in dema:oQ costs of applica:ot' S operat:i.01)s as well. The order herein 

will so provide. 

App11~t proposes to avoid possible over~or-UDder col­

lection of offsetti:cg revenue from its customers pe:cding the final 

adjudicat10D by FPC of El Paso's 1960 rate increase by reviewiXJg 

armually the level of the offset rate, aDd when appropriate to file 

with the CommiSSiOD not . later tb..all Jtme 1 of each year a rev1sed 

offset rate for tile followiDg fiscal yea:r ended July 31 based upon 

estimated volumes of gas purc:bases from El Paso a:cd of appli<:allt' $ 

total volume of gas sales for that fiscal year. 

In the event that the final rates of El Paso as detexmined 

by the FPC are less than those effective August 25, 1960, applicant 

proposes a plS%l to refund tmy overcharges to its gas customers. NJ 
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example of the operation of applieaDt's refund plan is contained iD 

Exhibit 16. 

Ge1leral Service !Schedu1es G-l throue G-26) 

Applicant proposes tha.t $9'~311~OOO or 64.4 percent of its 

requested iDcreasc be obtaiDed from general service customers (Sched­

ules G-l through G-26) who> accordillg to applicce's estimate, will 

require approximately 39 percent of the total gas sales itl 'the test 

yea:r. This is all average increase of about 13 percent or 12 cents. per 

1,000 cubic feet of 8M estimat:ed 1:0 be sold to tb1s class of service. 

A reduct:ioD in 'the llUaIber of geX1cral service schedules from. 

Xlille to sevell is proposed. We find this proposal to be reasonable. 

I:ocreases 1:0 minimum eha:rges' to $2.26 in proposed Schedules G-l 

through G-5 a:od to $2.51 ill proposed Schedules G-6 cd G-7 are 

requested .. 

'I'b.e Cley of Los Arlgeles showed in' Exh:lbit No. 44 that since ' 

1950 the i:ccrease percentage-Wise for the min:i.mum USe customer has 

been llearly three times as great as for the larger usc cU$~er .aDd 

urged that COXls1deration be given to avoiding a disproportionate . 

iDcX'ease :LD the b11liXJg to the small home users as compared with the 

larger commercial cus~ers $erved under the geceral service sched­

ules. We f1Dd considerable merit in the pOSition of the C1ty of Los 

ADgeles and have given due consideratiOXl to the level of miniman 

charges it.! the rates authorized by the order herein. 

Wi th respect to Schedule G-15, Street a:Jld Outdoor UghtiD&, 

applic8%lt proposes iXlcreases in the monehly rate for lightillg oXJly 

service (Rate ''X'') and also proposes to reduce the monthly mitdmum 

charge UXlder the "X" rate to equal the charge for £1 ve lamps· of the 

maximum size illstalled illstes.d of .teD. 

Cb.allges in Schedules (;-20 alld G-21, M:i.lieaxy Serv1cepro­

posed by applieallt 1Dclude arJ increase ill the m1llimum eha:rge per metl!r 
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per mo:oth from $200 .to $250 and an increase in the eommodi ty block 

rates. The Depllrtmetlt of Defense an<l otheroxeeutive agencies of the 

Utli ted States Goveromcct urged that Schedule 0..21 be e111ni:cated and 

that: Schedule G-20 be made ava.1J..a.ble to military installations 01l a 

system-wide b~1s. !he GoVer:ta:neX1t cODten<ls, that Schedule G-2l~ DOW ill 

effect for service at VaDdenbcrg A:!.r Force Base &Xl camp San Lu1s 

Obispo was originally justified by a set of circumstances which DO 

longer exist and for this reaso:o suCh sChedule sbould be e11m!nated. 

A condition of 3e--v1ee \'Dlder Schedule G-2l places a reserictioll on the 

volume of gas 'Which CaD be used for space hC4ti:og. Deletion of such 

conditiOll i'D Sehe<lule G-21, according to the Govel:tlm~t, will make it 

identical with Schedule G-20 which is now offered to Fort Mc:Arthur~ 

San Pedro aDd which applicaxlt proposes to offer to the U. S .. Naval 

Station at Long Beacn. 
Applica:ot takes the poSition there is no reason for extend­

ing the scope of the mill tary service schedules at tlUs time a:cd further 

indicates that where special colld1t:r.ODS warr811t~ as at Vandel2burg, 

appl1ea:ot is negotiae:t:cg special contract arrcmgements. with the cus­

t01Xler 'Which will be submitted to this Commission when agreeme12ts have 

been reached. 

We fiDd merit iD the Govermc.eXlt's position on Schedules G-20 

:md G-2l .Qlld will requ:1re that Schedule G-20 be made appliea.blesyste.m.­

wide :md that Schedule G-21 be e=eeled. 

Schedules G-25 a.tId G-26, Multiple Dwelling Service, are pro­

posed by appliea:oe to be revised to increase minimum charges ~r meter 

per tllOtlth from. $200 to $250 3XJd to iTlcrease coxmnodity block rates. 

ZIl view of the ev:i.dellce we 'Will authorize increases ill rates 

it) the gexleral service schedules estimated to yield adc1itioDal axmual 

revenues of $6!,07S:.000 based on sales herein adopted for the tes.t year. 

Of that amount $1,.407,.000 relates to the El Paso offset. 

-32-



: e 
." A. 41859' (Amd.) GH • 

A compe.riSOXl of present, requested .a:od authorized :rates for 

multiple use tmder Schedule G-l follows: 

Multil>le Use Rate - Schedule G-1 

Present Reguested Authorized 

First 200 cu. ft. or less •••• $1.80382 $2.26032 $ 1.8745 
Next 1,800 cu. fe./lOO cu. ft. .07641 .0841 .0841 
Next 28,000 cu. ft./100 cu. ft. .06851 .0758, .0758 
Next 70,000 cu. fe./100 cu. ft. .06501 .0721 .0721 
Over 100,000 eu. fe./1OO cu. ft. • 06381 .0680 . .0680 

A typical increase for ~ average household using 8,000 

cubic feet of gas a month would be 65 Cetlts. 

Gas Engine S~ce (Schedule G-45) 

AppUc.tUlt proposes that $67,000 of additio'Dal a:JlXJual reveJlues 

be obtained from gas eng:tlle. service by an i~cre.ase· in· all cOl:ClllOdi ty 

block ra.tes atld by all increase in the minimum charge on the ''Jef' rate 

from $6.00 to $10.00 per meter per month. No eb.ange in the "z" rate 

:ninimum charge of $100 is proposed. 

'!he california Fa:rm Bureau Federation in its closing brief 

cODtetlds that the J:o.istorieal pattert2 of the relat10nship of gas' engine 

service to other firm se:vice is distorted by applieallt's proposal to 

roUtld the charge from four figures to three aDd from the magn1 tude of 

the proposed itlcrease 111 the minimum ebarge. 

Upon consideration of the evidence we will authorize iDcreases 

in rates "for gas e:Dgl.ne service by the order berein to yield $SO~OOO 

of additional. annual test yeax revenues of wb.ieh $19,000 is applicable 

to tile E1 Paso offset. 

Firm Industrial (Schedules G-40 and G-41) 

AGd1~iollal axmual test year revenues of $362 ~ 000 are pro­

posed by applieaDt to be obtained from i:ccreases ill rates to f1xm 

industrial customers. While I)() iXlcreases in mi'DimuI:n charges are pro­

posed for this class, applieallt proposes all increase in all effective 

commodity block rates. ID v1ew of the evic1e1lce we 'Will authorize 
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increases in fi~ industrial 4ates to yield $300,000 of additional 

annual 4evenues iD the tes~ yea:r of which $93,000 is applicable eo 

the El Paso offset. 

Inter;uptible Industrial Service (Schedule G-50) 

Applicant proposes that $1,119,000 or 7.7 ~ereeDt of its 

requested inc4ease be obtained from 4egular interruptible industrial 

customers who) 4Ccorditlg to ap}>licaDt's estimates will use 12.8 per­

cent of the total gas sold :tn the test year. This is an average 

itlcrea.se of 4.4 Cexlts per 1)000 cubic feet of gas estimated to be 

sold to this service class. Specific itlcreases in the .. commodity block 

rates a::e p::-oposcd itl additioD to 3D itlcrease in the· minimum charge 

from $50 per meter per tQO:ct:h to $100. 

The call fornia Ma:oufaeturers As30eiatioD it! its brief takes 

the pos:i.tiOtl that presellt regular interruptible rates are already at 

a maximum reasotlable level a.nd that in no eveDt should the geDera,l 

rate iDcrease for regular interruptible customers exceed) OD a per­

centage basis) the i:ocrease prescribed for general service atld fim 

industrial eusto:ners. 

The City 0·£ Los Angeles,. OD the other ha:Dd) urges that rates 

for interruptible service be f:i.xed DO lower thaD as applied for, by 

applicant. 

Based 01:) 'this record we find that total l.1:)ereases in rates 

for itlterruptible service should be authorized appr~tely at the 

level requested by applicaDe. The rates to be authorized· by the order 

herei%J ill our judgment will produce $l,100,000 of additional a2)DUal 

test year revenues of which $450,000 applies to the E1 Paso cf£set. 

Ste~Eleetric GeneratioD SerVice (SChedUle G-54) 

AD a:lt'lual increase of $1)049)000 is sought by appl1caxlt in 

its rates for Schedule G-54 customers. SuCh increase is 7.3 percent 

of appIi eaxlt r 8 total request. According to applie<mt' s est:1mate) G-S4 

customers will use 18.1 percetlt of the total gas sales in the test 

year. Sillce applicaXlt and its affil:i.ate, Souther:c california Gas 
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Compa.ny. have large G-54 steam-electric geDerat1:og customers in 

common, applic4Dt requests that the identical G-54 rate schedule be 

prescribed for both gas utilities. 

'!he proposed form of Sclledule G-S4 is cOllta:i'.ned ill Exhibit 

20 with the requested rates set forth in Exhibit 56. 

Southern califorxlia Edison Company proposed three schecIules, 

G-100, G-200 and, G-300. :ttl Exhibit 26 as applicable to steam-electric 

geXleration service an~ urged that such schedules be prescribed in 

lieu of applicmlt's propceed Schedu.le G-54. Applicatlt opposed Edison's 

proposed schedules on the groUXlds that they were Dot practicable or 

COtapeDsatory, that they would reduc:e gas rc.v¢DUCS from steam.-electric 

customers aDd 'WOuld require much higher rates from all fixm· gas cus­

tomers. 

The Department of Wat:er a:od Power of the C1t:y of Los Axlgeles 

takes the pos! tiOl) that applleaXlt r S preseDt rates for service to steam­

electric ge%leratiDg pla:oes are subseatltially above "iDcurred" cost: 

of reDdcri:og the service aXld also above the presetlt, goillg price of 

competitive fuel; that further increases in steam p].ax)t rates should 

be severely limited, if, illdeed, they should be pemitted at all; 

that if arJY illc:easc is author:i.zed the present form of Schedule G-S4 

should be left UIlcllanged aXld a flat" perce2:Jtage increase applied to 

all blcx:ks of the rate. 

01:l this record we fiDd 8.tl increase ill Schedule 0-54 rates 

to yi eld addi tio'Dc9~l aD:oual revenues in an emou:ct of $1 7 000,000 to be 

reasotlable. The order here1:c will authorize ill creases ill rates to 

produce such amoUllt of which $636,000 is applicable to the E1Paso 

offset. 

Wholesale Service to Snn Diego Gas & Electric Co. (Schedule G-60) 

Applicaxlt proposes ill creases in Wlolesale Sclledule G-60 rates 

to yield $2 7 541,000 of additioDal atlDual reveDueS- iD the test: year. 

In Exhibit 8 appliea.nt shows :its final proposed rates. 
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SarJ Diego Gas & Electric Company in its closillg brief takes 

the posi don that appllC4Dt r s rate proposal for Saxl Diego is, a.t best, 

a ceiling whiCh if exceeded would result in discrimination ~nst 

S8IJ Diego and its customers. Ukewise the City of Sal:J Diego :tn its 

b:r:1ef poi:Ces out that iXlereascs to S.a.n Diego Gas & Electric eomp.a:oy 

have been greater percentage-wise than the increases in the reta1l 

rates of appliea:ot m:ld urges t:b.a.t XlOn-discriroillatory rates be fixed 

in view of the possible raee impaet action ill this proceediIl8 may 

have on the ultimate C01lsurners itl San Diego. 

On this record we find at.! increase i'D Schedule G-60 rates 

to yield approximately $2>300,000 of additional mmual revenues in 

the tcs't yea:r to be reasonable. Of 'that BXIlOtClt $967,000,1S applica­

ble ~ the El Paso offset. 

Air Conditioning Service 

In Exh1bi t 56 applieant also proposes to substitute a 

special rate for the air condit:z:onillg diSCOUIlt clause cu:rrClltly 

cmbod1ed in its gCDeral service, military and multipledwclll'Dg 

schedules, alld to provide special rates for air condit:i.01ling ill COtJ­

jUXIctio:c mth i.ndustrial schedules, both finn axld ;tDterrupt1ble. 

This proposal appears reasollable 'aIld will be authorized. 

Rate Zone REvisions 

III addition to the proposed basic changes :f.n rates to be 

charged, appl:f.ea:ce also proposes certain rate ZOtle cd rate area 

bouadar,y revisions. III its closing brief applicant expressed a desire 

to withdraw its proposal eo COtlsolidate rate areas 17 and 18.1. We 

find C.pplicaxlt· s rate zo:ce and rate area 'boUllda.-y revisioDs to be 

reasonable ineludi'Cg the cOlltiXlued segregation of rate areas 17 Slld 

18.1. 
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·FindiDgs and Conclusions 

In the considered judgment of the CocJmiSSiOll, theincre.ases 

in rates to be authorized by 1!hc order hereiI) will provide such adc11-

. tional gross rCVellUCS as should eJla.ble applica:ct to meet its reasOll­

:lble expenses of operation and ~ford it the opport:t.mity to earn a. 

fair. a:ad just returD on its depreciated rate base hereinbefore found 

reasonable. 

This record reveals appliea1'lt incurs a :cumber ofex.penses 

.wbic:h are directly controllable at 'the discretio'Q of maxlagemeDt. 

Over .. all e££iciet:lcy of operatioXls is a. prime respollsib11i ty of manage­

ment. It is .incumbent upoD applieaxtt contiXlually to seelcways of 

reducing its costs of operations CO'DSist:erlt with· its public utility 

service responsibili ties. 

After carefully considering all factors pertinent 'to this 

procecdiDg, it is our fiXldillg atld coDclus:i.on that all order should be 

issued authorizing increases ill rates in the over-all amou:ct of 

a.pproximately $10,.825,000 in the maxmer herei:obe£ore oU'tli.ned, aDd 

to the exte%lt set forth 1D Appendix A followiXlg the order herein. 

Aeeordj:ngly, we fiDd that the illcreases ill rat:es 8lld charges author ... 

ized hereitl are justified, arJd that the existi:og rates, ill so far as 

they differ therefrom, .are for the future UDjust and u:creasonable. 

We fiDd that applicant should take immediate steps to place 

iDto effect the staff's first) second a.s modified hereinabove', and 

'third recommendations wi'th respect to ceresin of applic~nt's sales 

promotion activities as enumerated in the foregoing opinion. 

The Cotmn1SS:LOXl agaiXl calls eo the attetltiOtl of appl:i.C!4Xlt 

its duty to vigorously resist all proceedings. before the Federal 

Power CommissioXl which irrvolve gas rates affecti~g California, to the 

CXld that the i'Dterests of the customers of this utili'ty will be fully 

protected. Applic:a.nt also should intetJSively survey eel collsider 

-37-



K A. 41859 (AXIld.) GH 

additio'Dal ursdergrOUX1d storage fa.e111t1es or other meaXlS of serv:f.ng 

its customers, in the light of the trClld of increasing source cost of 

gas, aIlQ applicmlt's expressed concern over the loss of i:cterraptible 

sales. 

The following tabula'tio'D shows the iDcrea.ses being au1:hor­

ized by the order herein, based Oll the Commission r s adopted level of 

sales for the test ycaz eDd:i:.og June 30, 1961. 

SUMMARY OF INC'.REl\SES BEING AtmiORIZED 

: :Adopted. : Adopted : Illcrease : Avg.Rev.: . : Sa.le3 · Rev-enuo . : . : pf!r Me!.: . · . . 
: : l"ooO At Present : : Per .. : : Atter . . 

: Me!'. · RAtes : Amo~t : eent : Met'.: Inerea.sc): 
Ceneral Servieo 78,,944 .. l $ 72,.697,,000 1. 6,,075,000 $.4% 7.7~ ·99 .. e; 
Cas 'Eng1ne l,,076.4 506,000 50,,000 9.9 4.6, 5l.7 
Firm W. 5,223.5 3,,026,000 :300,,000 9.9 5.7 63.6 
Interrupt.. Ind. 25,,567.5 10,212',000 1,,100,,000 10,.7 4 • .3 44.5 
StOOlll Plant 35,662 .. 6 1.2,.642,000 1,,000,.000 7.9 2.e :;e.3 

Sa.n DiegO' Gas & 
El()et .. Co. 54~21~.2 20,.J2:3,.OOO 2,300,000 ll.~ 4.2 4J. .. 7 

Other Cas Rev .. ;00,,000· 

To+..al. 200,697.3 $119,966 ,,000 ~ 10,825,000 9.0 ;.4 65.2 

OR.DER. - ..... _,....-' 
SoutherD CoUDties Gas CompaxlY of California haVing applied 

to this Commission for an order a.uthOr:i.zillg ill creases iD gas rateS;J 

public heari,'og h.:Lv111g beet) held, t:he matter haviDg beClJ submitted aDd 

bei'Dg ready for decision; therefore, 

IT IS ORDERED as follows: 

, 

(1) ApplicaDt is authorized to file in q.uaeruplicate with this 

Commi.ssion OD or after 1:he effective date of this order, ill cODformity 

with General Order No. 96, reviseQ tariff schedules with cha.'Dgesin 

ra.tes, terms a:od condi tio%)s as' s.et forth in Appendix A attached hereto 

.:md;J 0'0 :oot less thaxl five ~ys' ood.ce to this Commission and to 1:he 

public, to DUU(e said rates effective for service rendered on aDd 
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after August 25, 1960, except that the El Paso offset illerease ill 

rates shall tlot be made effeeeive prior to the date the :i.:ocreased El 

Paso rates, lawfully, are allowed to go· i:cto e.ffect by the Federal 

Power COmmission. 

(2) ID the eVeDt that applicant pl:l.ces suc:h offset rates into 

effect: 

a. ApplicaIlt shall keep records of sales to customers 

duriDg ehe effective period of this cost of gas 

. offset rate as wi 11 eIl3ble it to dctcrmine reacli ly 

the total offset eha:ge atld the total refu:cd, 1£ 

a:ay :J that may be due each eust:omer. 

b. Applicant's plan for dete:rm1:cing reftlXlds shall :'e 

sUbmitted to this Commission prior to ~:cg ~ 

re:fu:ods, atld spec1f:tc Commissioll approval shall be 

obtained of the plant at that time. 

c. When the decision of the Federal Power Commission 

ill Docket No. RP 60-3 shall have become final, appl:i.­

<:aXlt shall file all applieat:i.oll conta=i.X)iDg i1:8 pro­

posed permaDeDt rate plan for final detexminatioD 

a:od authorization by this Commission. 

d. Upon fi:cal determillati01l of the actual cost of refund­

i'OS :cot recovered by El Paso atld the amount of fJ:try 

bal..tmce created by a.pplica:nt:' s illability to deliver 

cheeks aDd by Cheeks u:oeashed after o:ce year, appli­

c:3Dt shall filE: a. plan acceptable to the Commissi01l 

for the equitable disposition of the resultant llet 

ba.lance. 

e. ApplicaDt shall file with the Cotcmission mo:cthly 

reports within sixty days following the close of 

eac:h monthly period, setting forth: 
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(1) the increase in revenues rcal1zedunder the 

offset rates .authorized herei:o ~ segregated by 

firm .aXld interruptible classes of service, and 

(2) the 1ncrease in cost of out-of-state gas above 

the rate level ill effect immedia.tely prior to 

the date 0:0 which the proposed El Paso ra.tes 

go into effect. 

f. When appropriate, applica:ot may file axmually rev:f.sed 

~it offset Charges subjeet to Commission approval. 

g. Appliea:Dt shall eontillue to show in its tariffs the 

amoUJlts of offset charges 111cluded ill the severa.l 

rates that may be subjeet to refund. 

(3) If the Federal Power Commissionulttmately fixes a rate for 

Transwestern gas lower than 42.0 eents per Mcf appliea:nt shall promptly 

advise this CotmD1SSiOXl ill w:ri tillg, reduce its ra.tes accordi:ogly and 

make appropriate refunds after approval of this Commissioll. 

(4) ApplieaIlt is authorized to revise its rate zones and rate 

area boUXldaries as proposed herei:c, exeept that rate areas 17 8lld 18.1 

shall not be eOllsol1dated. 

(5) ApplieaDt shall take imm.ediate steps to plaee i%Jto effeet the 

staff's first three reeorameDdatiO%Js with respect to.·~os~ specific 
, ... 

:lSpeets of it:s sales promotional activities enumerated ill the fore-. . . 
going opinion 8%Jd as set forth on Page 5, Paragraph 18 of Exhibit 31, 

excep: that the second'recommeneetion shall b,2 modified as indicated 

in th~ for~6oing opinion. Complete compliance shall be accomplished 

no later th&n 120· days after the effective de.te of this o·rder. Appli-

-cant $1'l&11 file with this Coramiss:'on ~itten ~epo:rts of progress 

detailing steps taken to plac~ into effect such stsff recommendations 

at 3O-dcy intervn1s after the effective date of this ord"er until full 

compliance has been accomplished no later than 120 days after the 

effective date of this order. 

-40-

. 
" 

.-", 
""~ 



,. 

A. 41859 (Amd.) CH * 

(6) Applicant shall Dotify tb.18 Co7l:m1ssion in writing should it 

elect) for income tax purposes, to use 8. Ufe shorter than 35 years 

fOl: the Ncwberxy-Placelltia pipeline. Such XlOd.ecsh.o.ll be .-.de w1tb:Ln 

twe%lty days of such eleetiol). 

(7) Appl1callt is relieved of filiDg the study of the Moreno 

pipel1De to serve Sa:o Diego ordered by DeeisioD No. 58322, dated 

April 28, 1959 a:od DecisioD No. 570S7,dated August 5, 1958. 

The effective date of tb1s order shall be twelve days afeer 

!:he date hereof. ~ / • 

Dated at ~ 7 ~~,. califor.o1a, this 

~daYOf ~-.~.1960. 
7 tY ______ W . --4-=F~ 

COiiiiiissi01lers 
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Concurring Opinion in Application No. 41859. 

I eoncur reluet.'lntly in this decision for the reason that, 

under conditions presently existing, were I to dissent applicant 

would be penalized unjustly, because of ix:mnec1iate and substantial 

increases in costs over which neither applicant nor this. Commission 

has control. There are many parts of this decision of which 

I vigorously disapprove but my comments in this instance will be 

confined to one, namely) the prolonged :rod not too lucid dissetta-

tion concerning applic:rc.t' s proposed expenditures for adVertising 

and promotion and the staff section which prepared and presented 

. the evidence upon which said dissertation was based. I particularly 

disapprove of the final statement in this section of the opin1on 

which reads: 

flOur action herein is not to be const:rued as 
limiting the amount applicant may spend for sales 
promotion in the test year or in any other period. 
Such determination is for the applicant to make. 
Our determination herein relates solely to the 
reasonable allowance of sales promotion expenses 
to be included in gas rates of this applicant to 
be borne by its ratepayers." 

In my studied opinion this sULtemcn't, while f:tctulll, is misleading 

and therefore improper. Applicant is a completely regulated 

enterprise. Ev~ expenditure proposed by applicant must be 

Approved or revised by this Commission for ratemaking purposes. 

'Ibis fact a.~plies with cqwll force to adm1n:i strative and general 

expenses (to name only one adc:litional catego:ry) which is the next 

subject discussed in the opinion, and which the Commission reduces 

without admi"nishing ~pplicant 'Chat it still c.a:o. spend more than 
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is allowed for ra.tcmaking purposes, should ~ppliC:Jlnt <icsire. It 

is ~ well-established fact ~t expense allowances granted by this 

Commission for ratem3king purposes usually become the limits of 

expenditw:'es made by a. utility; otherwise their earnings .are 

grossly depleted and they court financial~ficultie$. 

The most serious aspect of this case, however, in my 

opinion, is that the staff presentation and recommend.a.tions con-

cerniDg advertising and promotion expenditures "oI7ere prepared and 

made by 8. representative of the Utilities (Engineeri~ Division 

of the Comalission and not by the Finance and Accounts Division 

which comprises men well versed and experienced in financial 

matters. l'his willingness, even determination, of the engineers 

to.invade areas other than engineering activities appears to be 

symptomatic with this Commission. We have had engineers testifying 

.:lS "experts rT on virtually all phases of finance, includ:Lxlg rates 

of return., upon tax matters and now upon advertising .and promotion 

progr.:mlS of utilities under the jurisdiction of this Commission. 

The engineer witness in this instance, under cross 

examination, admitted that he had had little or no experience 

involving the subject upon which he was testifying as an trexpertff. 

Although his qualifications were limited to the engineering field, 

this staff "expert" testified that he personally had delved into 

the accounts and financial transactions of applicantperealning to 

promotion .and advertising, had compared them with similar 

expenditures of other utilities, and had dra-wn his conclusiOtlS and 

based his recO'D.'lClCtldations upon his own evaluation of the data. 

thus a.scerea.iued. 
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Not content to' leave bad enough alone lJ staff at'torney 

in his brief pursued the subject in .::m extremely intempC'r4te and 

improper manne;t". Xb.is brief lJ :Ln my opinionlJ attempted by innuendolJ 

to besmirch applicant lJ accused hundreds of newspapers of the S't4te 

of California of attempting to coerce 'Che Commission and intima'ted 

that newspaper opposition to the staff's recommendation was for 

pecuniary reasons rather than because of honest disapproval of 

the invasion by staff engineers of fields beyond the legitimate 

sphere of engineers a 

The interest of the people of california would have 

been served much better had (l) staff engineers cODfined their 

activities to bona fide engineering features of this case and 

left the financial aspects of the proceeding to the well qttalified .. 
financial and tax experts of the Commission, and (2) staff 

counsel ,confined his arguments to fact and refrained from :innuendo" 

designed to east cloubt on the good faith and integri'ty of appli­

cant and the news.papers of California. 
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o.ppendix. 
The presently effective tarif!~ are e~ed 8.8 ~ot !ortb. in th1:J 

1. Gerlera-l Na-turl\l Gas S<!M'iee Schedules C-l Through C-7 
Tran::fcr CU3tomers in terr1tory' !Served 'I.mClcr prosent Scbedule: G-5.1 
and 0-6.1 to Sehedulo G-6. WithdrAw and. caneol Schedules C-;.l and 
0-6.l. Rent.::mber Schedule G-6.2 Q.3 Sche5.ulo G-7. Cb&tlge and file ~e 
rates i'or !"im TlIltural gas service Scbodulo$ C-l through C-7 as follows: 

B ~ ~ ~ 
llOO Btu 1100 Btu 1100 Btu llOO Btu 

Mul tipl'" U'tle 
First. 200 cu. tt. or loss 
N~ 1,800 cu. 't't./1OO eu.rt. 

$1 .. 874$ $1.894; $1.914; $l.9l'5 

Next 28,000 cu. !t./100 cu.!t. 
Noxt 70,000 cu. rt./loo eu.1't~. 
Ov(!Jr 100,000 cu. !t./1OO eu.'t't. 

Rea-tine Only 

.Oea. 

.07$8-

.0721 

.06SO 

.08$2 

.O"nS 

.om 

.0680' 

.. 0$62 .Oe&. 

.0796 .0819 

.O72l .O72l' 

.0680 .0680 

First 200 cu • .ft.. or less 
Next 1,800 cu. ft./lOO eu • .f't. 

$~.3452* ~3.:3S52* $~.4252* $3 .. 4652* 

Next 28,000 cu. !t./J,JYJ eu.rt. 
next 70,000 cu. rt./loo eu.1't.. 
Ov'etr' 100,.000 cu. fi./100 eu.tt. 

Mult1plo U!!Ie 
F1r:st 200 cu .. ft. or 100e 
Next 1,800 cu. !t./100 eu.!"t. 
Next 28,000 eu~ ft../1OC eu.f't. 
Next 70,000 eu.. !'t./l00 cu.!'t. 
Ovc:r 100,000 cu. ft~/lOO cu.rt. 

H~"t1'1'le Only 
First 200 cu. f't. or 1e:s 
Next l,.SOO cu .. ft.oo/1OO eu .. !'t. 
Next 28:,000 cu .. ftoo/lOO cu.!t .. 
Next 70,000 cu. ft./1OC cu.!t. 
Over 100,000 cu. ft../1OO cu.!too 

.10$3 

.07;8 
,O72l 
.0680 

~ 
llOO Btu 

$1.9545 
.0905 
.0$34 
.. 072l 
.. 06S0 

.. 
$3~SOS2* 

.lll7 

.0$34 

.0721 

.0680 

..lO64 .. If'J74 .1095 

.0778 .0796 .. 0819' 

.0721 .0721 .0721 

.Q6P.o' .0680 .0680 
, I • . " .. ~ 
G-6, e-7 

lloO"Btu lloOBtu 

!;:1.9745 $12.024$ 
.10;32 ..1293 
.0846 .0994 
.ml .0746· 
.O68l .O?O6, 

$3.5452* $3.64;2* 
..1082 .1399' 
.O~J..h, .0994 
.0731 .074h 
.~ .0706 

* Mixl1mu:t charge applicable November through AprU o~. Fer the months 
:t'.a7 through October the rate per 100 cu.ft. !or the f'irst 200 eu.i"t~ is the 
38me 80:1 the rate per. 100 eu.ft. for the next 17800 cu.!'t. Er.cept ~or 
closi!lg bUls, lI.s.y-Oetober usage rlll be aeC\1:!1ula:~ed to l,ooo eu.!t .. 'bt£ore 
bDHng. 

Conting'mt Offset Che.rge ClAus",: 
t~C' tlbove 'bru5e l'ate3 include the tollorlng offset eba.rg~ 'Which,. in 

a.ceordance with Deei:sions Nos. 47991, 5::'361, 55999,. 5m3, s.ne , 
of the Co.l1forn1s. Pu.bl1e Utilities Co:niss1o~, arc contillgeD:~ '\!?On the price 
of ga.s p1Jrcha.sed from El Paso Na.tural Ca.s Coc~; 
A. An oi"f'sot eho.rgo of' 0.095 cent. per 100 cubic teet" eff~tive 4-l5-55. 
B. An off~ct chnl-go o£ .m cent per 100 eub1e feot,. ertoetive 5-10-5$. 
c. An off'::ct charge of' .lse cont per 100 ~ic feet, ef'!'eetive l-l-~ .. 
D. An off~et caa:ge of' .317 cent per 100 cubic feet on first. 100,.000 

cubic feet ~nd .2ll cQnt per 100 cubic teet tor exces:J over: 100,000 
cubic foot, effeetive S-1-59. 

E. An of'f':ret c~ge of' .l7S cent per lOO ~ic foet,. eftective 8-2$-60 • 
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2. Renum'be't' Sehed.ulo O-l5 8.:) 0-30 
Streot n.nd Outd90r t1ghting NatUX"1l1 Ga~ Serv'1ee Sehedul., C'-30. "1." Rat.e 0'1"11I. 
Incrce.oe cbargez and change V.1n1:l::1um eba::'ge provj.s1OW a~ sot forth belOW': 

Hourly In.mp Rating in Cu. ?t. 

M1n1:mum Charg~ 

Charge per LEunp 
Per Month 

$1.06·.' 
1.32' 
1.43 , ~. 
-·~7 

1.85 
2.12 

A m1n1",:om ebarge per month equal to 'the eharge for rive 
lamps of the ~ size 1nsta.lled. v.1.:!.l. be made 'to .. custome:-~ 
ta.king s~ee under the "X" rate. 

3. Militnry Naturn.l Ga~ Servie~ Seh~u1os C-20 and C-~l and 'Xult1"lo Dwolling: 
Natural Ge.s S~1ee Seh~ules 0-25 :md 0-26 
'l'ran~fer terr1tory and. eustooers from Schedule C-21 'to Sehedule G-20. 
r..11 tbdraw and ee.neel Schedule 0-21. Cl:J.ange base l'8.tes for Schedules Ci-20, 
Ci-25 o.nd. Ci-26 as follows: 

W1nter* Rate - :First 100 l'.ef', per Me! 
- Over 100 Me!, per Mer 

S'JJJfI:o~# P..e.to - F1rst 100 Mer, ~ Me! 
- Ovetr 100 Mer, po:- Met 

llOO Btu· 

t 
72.31 
68.31 
59.61 
55.61' 

Cont1~~t Offset ChArgo Cla~~: 
The a'bov'e 'base ra:tcz 1nelwic the following orrset charges vh1ell, ill 

o.eeordo.nee v.1th !.leei::Jio~ Nos. 47991, 51.%1, 55m, 5$793, o.nd. __ -=--_ 
of the Californ1a. Publie Utilities Co=is"ion. are eontingont upon the 
price of gas pm-ehe.sec1 fro:l El Paso ~~tural Ga.::J Company: 

A.. An offset eba:ge t:>f 0.95 cents per Mer, ef'!'ective ~1$-55. 
B. 1m orrset ehe.rge of Z.77 eelts per Mer, effective $-10-55. 
C. An orrset ellarge or l .. se cents per Me!", effective l-l-Se .. 
D. An orrzet ehllrge of ~.17 cent= per Mef on the !"irl5t 100 Me! and 

2.ll eents pe::' Me! ~O'r exe~s over loo Me!, cl"!~ive 8-1-59. 
E. An offset ehc.rge or ·1. n cents per Me!', o1::£'eetive 8-2$-60 • 
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Multiple Dwelling Serviee 
G-2~. 0-26 

·lloo.Btu 1100 Btu 
Rate nxrt 
Winter'" - F1r::t 100 Mer,. per Mer 

Over 100 Mer? per Mef 
S'IJ11Jmer# - l'1r:5t 100 l~er,. . per Mer 

- Ovetr 100 Met,. p<Jr }'Ie! 

f. ~. 

72.31 75.5l 
68.31 7l-4l 
59.61 61.7l 
55.71 57.81· 

Rato ,,!" 
Winter'" - fu~ 100 Me!,. per Mer 

- Ovgr 100· l-Zef, per. Mer 
Summar/f - First 100 Mer,. per Mer 

- Ov~ lOO Mer,. Per Mer 

70.21 
66.11 
57.51 
53.7l 

* Winter Months: Nove:tbe:' through April. 
# Stmlme%' M"nth.:J: Y..a.j" through October .. 

Contin~ent Off~et ~Jtrge Clause: 

7J.31 
69.31 
59.6l 
55~71 

The abovo bo.se rc.tes 1nelwe the followi%lg orfset charges which, 
in. accordance with Deeisions Nos .. 4799l, SJJ61? 55999,. 5m3, and ___ _ 
of the Co.l1f'ornia. Public Utilitios CommissiO%l, are contingent. upon tbe 
price of gas :purehe..sod !rom ~ Paso Nllttl:'lll Ga.~ Company: 

A. An offset eharge of 0.95 eents per Mef, erfective 4-15-5;. 
B.. An of!':et ehArge of: 2.77 eent:: P¢l" Mef,. effective 5-10-;$. 
c. An ot!'~et ebDrge of 1.88 eent:J per Mef, erfoetive l-l-SS. 
D. An offset eharge o~ 3.17 cents per Mer on the f1r3t 100 Mcf a%ld 

2.ll cents 'P~ Mer f"or excoss CNt!!r 100 lJk:£, c!£oetive S-l.-S9. 
E. An off:;et eho.rge of l. 'Ie eents per Mer, effectivo 8-25-60. 

4. Firm Indu~tr~l Natural Ci(J.~ Serviee Schedules G-L.O ttT'ld 9-41 
Increase ba,e ~te3 for Sehec1ul~ C-40 atld C-41 48 follows: 

Six Winter Mo~.· - Nov(!'!1bero-Apri1 I,ns1. 
F1r:5't. 100 Me!, per Mer 
Naxt 200 Me!, per Me! 
Next l,. 7CC Me!, per Met: 
Over 2,.000 Mcr, pt!l'Mc!' 

Six SU!!lmerMos., Ma:y-Oeto~ Incl. 
First 100 Mer, . per Me! 
Next 200 Met, per .Me! 
Next 1,700 Me!',., per Me!'· 
Over 2,000 Mef,. per Me!' 

Cont1n~~t Off's<rt. ChA:ree ClAu~e: 

Pet" Meter Per Month 
fd.,Q. 9:£ 

1100/ Btu llOO Btu 

The above bo.~e rates include tho fol1o~ offset. ehe:rge!' -whieb, 
in aceordance with Decisions No:s. 47991., 51361, 55999, 5m3, and.,-__ 
o! the Cillrornio. Publie Utilities Comcission e:re eont1%2gent upon the 
price of: go.:3 j:lU:'ehase:l f.rcm El Peso ~ratUl"a1 Gas CoCpaIly: 

A. An of'fset ehargo or 0.9$ eent.s per YAi::t, offeetivo 4-15-5$. 
B. An off'set eharge of' 2.77 cent:s per !-1et, effective $-10-$5. 
c. An of'fset. charge of 1.SS' eent.3 per Mer, effective 1-1-58. 
D.. An offset eharge of 3.17 cents per Me!' of the f1r~ lOOMe! o.M 

2.11 cent~ per Mcr for excess OVetr 100 Met, erfeetive 8-1-59. 
E. An of'fset ebarge of' 1.7S eents per Mer, ef:f'eetive 8.25-60. 
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5. GIl.~ 1<),eiTll) Nt'l.turA.l Gas S~C(i) Seh~ule Ci-45 
Ineree.ze 'be.:so ratez for Schedule G-45 o.z follO'w"5': 

RIlte "X" 
-Winter (Doeem'ber - YlArch) 
First 100 Mef, per Me! 
Next 400 Mer, per Mer 
N eoct 500 Mer,. per, Me!'" 
Over' 1,000 Mef, per'Mer ' 

$ummeor (A"r11 - Noven'bln-) 
First' 100 Met, per Y.e:t: 
N eoct 400 Met', per', Met ' 
Next. 500 Mer, per Mer 
Cver .l,ooo Mer, per Mer 

~t10'M.l Rate "Z" 
Effective April 1 to November 30,. Incl.) 
:F:4r~ 100 Met,. per Mer 
N e:x=t 400 l'...ef, per Mer 
Next 500 Met, per Me! 
Over 1,000 Mer, per Me! 

ContiTl~tIl'rlt OCf'!'Jct. Charge C1A.uee: 

p~ Meter Pm;: M¢Pth 
1100 'Btu 

6O;82p 
$5.82 
51 .. 82': 
49'.82 

Per Meter F~ 'Month 
llOO Btu' 

59.92~ 
54.92 
49~92' 
45.92 

Tho o.bove Oe.:se ratO$ 1nel'Cde th~ following off:set ehe.rges 'Which,. 
in o.ceorda.neo "w'ith Decisions Nos_ 47991, 51361, 55999, ;P'79;3,and:.--__ 
of the Ca1i~ornia Publie Uttll ties C¢I:rIm1:z1on, are contingent upon the 
priee of gas .,ureho.::ed !rem El p~zo Na:ture.1 Gas C~~: 

A. An otfset charge of 0.95 cant p<ir Mer effoctive 1..-15-55. 
B. An offset charge of 2.77 cents per Mef' orfective 5-lo-55~ 
C. An offset ehargo of' 1.8$ eent~ per Mer efrective 1-1-58. 
D. An otr:l~ charge or 3.17 cents per MCi", Deeember - Y...erch,. a.nd 

1.76 cento 1'« Mer, April - November, offective S-l-S9. 
E.. An of'rset charge or l.7S eents :per Mef,. effective $...25-60. 
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6. !ntm":"Uptiblo Nllturo.l G:lO S~e~ 

1.\. ITlte'M"'Uptible N(),ttll"~l Cl!.~ ~lYrV1ef'.l Seheclulo 0-50 
Inere.ll3c base rates as follwa: 

First 
Nm 
N~ 

Next 
Next 
Next, 
Over 

200 Me!', per Mer 
800 Mer, pOI' Mer 

2,,000 Me:t" pOX" Mei" 
.3,,000', Mcr; per Me!' 
4, 000: Mef'" . per Met 

10 ,,000' Mef~,:per Mc! 
20,000 Mer ,'per Me! 

, Cont1ngentOft~et Charge Clause: 

1100 Btu 
&.:::0 
RAte 
55.1ot 
1.9.10 
47.90' 
46.80 
45.70 
43~30: 
1.12.4.0 

Tho' o.'bove 'ba.so ra.tes include tbetollo'-'1rlg offset charges ,.,.bich, in 
accordanco W'ith Decisions Nos. 47991, 51361, 55999, 58793, and ___ _ 
o! the California Public Utilitics Com:niasion, are contingent upon 'the 
price of gas P1JI'cba.::ed i'r0I:l El P£\.~o Na.tural GIlS COx:lp1lllY: 

A. An offset CMrgo o~ 0.95 cent per Mcr, effective 4--15-55. 
B. An of'tset eharge or l.44 eents per Mer, for theri..""'St 20,000 Mcf', 

I!%1d 1.11 cents pe:: Me!', (!V($!' 20,000 Mef, effective 5-19-55. 
C. An offset chJl:'ge of' 1 .. 88 cents per Mcf, erroctivo 1-1-58'. 
D. An offset eharge of 2 .. 99 cents per Mer on tho !"irst 10,000 Xcf 

and 1.93 cent:: for exeeo:: (!Vet:" 10,000 Mef, cl'feetivo 8-1-59. 
E. An o!,fset eharge of l.7S cents per Mef,. oi"i"eetive 8-2$-60~ 

b. U,:tllit:z Steam Bl~trie Generllting Strltion n:r.d Ccm"!'l'lt Plr.l'nt 
R~il Nl'l.t~o.l Gae Sm."V'iee Sehedul~ G-51.. 
1. Withdrll" the present Seheciule G-54 tmd replaee "With Sehed.w.e G-54, 

~eepting. the rote proposa.1,.CI:1d. contingent offset eba:ges 8.3 
shown in *ibit No .. 21, sheetz 1 tbrow."h 6. Cb.o.ngo 'the base a.nd 
adjusted. ra.tes as :!'ollo".rs: 

,Commodity Ch:'lree: 
Per Mer 
First 10 Mer per~onth, 
per Mc£ of contract 
vo1'Umetrie rate 

Next 10 Mer p~ montn, 
per Me! of contract 
vo1motric rate 

Next 10 Mer per month, 
per Me! ¢f eontre.et 
volumetric rate 

Exees3 per Me!" 

~~ra~ 
Winter S'I.:O'Ime::" 

)8.60. 

38.1 

Winter period: Novc:nbo:- l through April 30 
S\tmner period: lI.::y 1 through Oe't¢~ 31 

2. Under ::pccial eondition No.1 Cal. P .. 'O'.C .. Sheet No. 3049', Sh~¢t. 2 o! 3, 
lino " eh.a%lgo"purc'ba.3'ed trO'.!l El Paso Nature..l Gao Com.?8J:lY" to "p'l:l:'eM~&d. 
from out-of-state ::ourecsW• 
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'l'lle . present base rates ineluclo ottset cb:lrges or l.l$ c~ts p.er 
Me:£' effective 2-4-% by R~olution No. G-l~19 and tluthor1z~ by Decision 
No. 5~l, 1.SS cents pt!!!' Me! effeetive 1-1-58 authorized 'by D«:1:Ji01l 
No. 55999, l.32 cents per Mef' of'f'eetive S-l-59b7 Dee1sion No. 58793, aM 
1. 'IS ee~:t.s per Mer e!"f'ectivo 8-2$-60 by' Dec:i~1on No. , 8M are 
subj ect to po~sib1e refUnd in e.ceordanee 'With stUd decisions in the e'V~t 
of: e reduction 111 tho eo~t of: gaa pm-ehD.!led. !rom El P~ Naturo.l ~ ComptUXy'. 

7. WholesAle Nlltural Cl!.~ Se!"Viee Seh~ule C-6O 
CbElngc monthly f'acil1tY' charge, monthly'dem8lld eharge, and commoditY' 
ellorge as follovs: 

• -- J-

Monthly Facility Cborge 
Msmthlx DE!M.T1d Charge. 

Per Mer. 01: Contract De.1ly 
Max:b'am Demand 

C¢mm9di t:r ; ChArge 
- pfIr Mef' of'Montb.ly Del1ver.Y 

1100 Btu 
Ef:f'eetive Ro.t~ 

Z97,500 

CentiT1P:ent ON'eet ChArge ClAuse : 
The eommodity charge 1llcluc1es an of't:Jet cbD.rge of' 1.6$ cents per Met 

based. on tho ineroo.::e in charge!: to Southern Co'Ul'l.ties Ci&s. CQm~ of' 
Cal1rorn1a and Southern Ce.lif.orn1a. OM Com~ 'by El Paco- Natural ~ 
Company, which .... ent into effect Jo.n'lJJJ:l:'1 l, 1953, subject. to !1De.l deter­
mnation by' tho Federal Power Commission, and the f'01l0'lliDg ott3et 
cho.rgcs, in accordAnce \T1th Docisions Nos. 51%1, $$999, 58793' 8.lltl:..-___ , 
respectively, of' the Ce.l1fornia Publie 'Ot1liti~ Commission, :JUl:>jeet to 
pos:s1bl~ retu:od in the event of 0. reduction in the eost of gas purebased 
!:rom. El P~o No. turoJ. ~ Coc.pe.ny: 

A. An o!rsf1t. eharge of' 2.71 ccnto p~ Mc!, e!"foet1ve 5-l0-55 .. 
B. An oUset charge of 1.88 cents pe'r Me!, effective 1-1-58. 
C. An O!t3et charge of 2'.59 cents per Mcf, ertoetive 8-1-59. 
D. An offset charge of 1.7S cents per Mcf of commodity charge, 

effective 8-25-60. 

s. Spce1a.l Air Conditioning 'RIl.t~ ~enll Service Seht'Jdules C-l 'through G-7, 
0-20, G-25 a.nd C-26 j Firm Indu."tr1Al Seh~ul~ C-@ Ilnd G-41 
Withdra. .... present 3pce1al rate for .o.1r eond1t.1oning and 1n5ert new' paro.grnpb 
ae ::Jhow on po,ge 9 of E>:h1'bit 56. CbD.:lge base ratos M foll.ow::: 

F1r~t 
Next 
Next. 
Next 
Next 
Overr 

10,000 cu. ft. 
1$,000 cu. rt. 
25,000 cu. ft. 

l50,ooo cu.. ft. 
800,000 cu. f't. 

1,000,000 eu. ft. 

Per Mete:rPer Month 
BIlea Re:t~ - 1100 Btu 

Cieleral Service Firm Ind:astr1a.l 
ht 100 -p. Ft. p~ Met 

6.01 6O.0~ 
$.2 52' .. 0· 
4.7 47.0 
4.') 43.0 
4.0 40.0 
,).9 39.0 

.: 
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9. Spzill.l Air Conditioning "Rate Inten;upt1ble IndWltrlal Sel~ule ~~ 
Wi t.hCtra'W' p.r.oeent spee1al rat.e for ajz eo~itiOXlirlg and inc~"IJ!'t nev paraeraph 
as ~hOYn on page 9 of f)xhibit 56. Chel;,ge be$e ro:teo ~ follow: 

First 200 Her, per Yd ,', 
N~ 800 Mer, ~ Met', 
Over l"ooo Me1:', :per Met 

Per Meter- Pet- M~th 
Baa.e RIltM - 1100 Btu 

Per Met 

1.2.~ 
3$~$ , 

.37.$ 

lO. RAt~ Zonl') Itnd Rn-eo ArM. BounsIm: R#'Vi:3ions 
F1le rate zone and rato areo. bOimd.sr.1l'eV'isioIW -!or schedule n~ ::Ihown 
in Exbibit C, pages 2 t'JJld ;, except 1:01' the eonaol1do.t10n 01: Rate Areas 17 
and 18.1 in 'the Northern D1vi~1on. 
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LIST OF APfEARANCES 

FOR. APPLICA~'!T: Milf01:'d Springer and Robert N. Olson, Jr. 

INl'ERES1'ED PARTIES: Rollin E .. Woodbury and Harry W. Sturges, Jr. 
by R.ollin E. Woodb~, for Southern California 
Edison Company; Sroeck, Phleger &. Harrison, . 
by Robert N. L~, for Cttlifornitl' Manufacturers 
Association; Reuell I..ozner,. Harold Gold and 
Stuart R.. Foutz, for Department of Defense and 
Executive Agencies of U. S.. of America; Ben 'V1. 
Porterfield, for Seandard Oil Company of 
californIa; Enright, Elliott & Betz, by Norman 
Elliott and Waldo 0 .. Gillette, for Monolitl'i 
Port Lind Cement: Cotnp.any; Chickering & Gregory:1 
by Sherman Chickering and C. Hayden" Ames and 
H. G. Dillin, for San Diego Gas~ Elec~ie 
Company; T. M. Chubb, R. 1>7. Russell, M.. Kroman, 
for City of Los Angeles; Alfred H. Driscolf, for 
City of Los ~eles and Department of Water -& 
Power" City of Los P.ngeles; William L. 'Knecht, 
for Cs11fonlia Farm Bu:reau Fed.cration; Henry E .. 
Jordan, for City of Long Beach; Wslhfre'a 
Jacobson,. far Ciey of Long Beach; W .. D. MaeK:Jy 
(Commercial Utility Service) for Challenge 
Cream & Butter Association; Karl K. Roos, for 
Rumble Oil & Refining Compilny; ~eder1ck 'S. 
Holoboff and Stanley M. 'Ltmh8m,. for the City of 
San Diego; Ra;;y P. Letton, Jr.,. for Southern 
California Cas Company; L. M. 'Windle, for 
himself. 

COMMISSION STAFF: Martin J, Porter, valli-am I.. Cole snd 
John R, Gil1anders. 
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