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Decision No. ___ 6_1_' Q_!"'"_3_' ___ _ 
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, 

BU'CRE THE PUBLIC UTILITIES COMMISSION OF 'l:-1E STATE' OF CALIFORNIf. .. 

In the Matter of the Application of )' 
SOti'T.HtVEST GAS CORPORATION for an } Application No-. , 42755 ' 
increase in natural gas rates. ) 

) 

C. R. McCrae,. for .Southwest Gas Corporation. 
applicant. 

Geor~e A. Brucir.ak. fer George A1:r: Force Base. 
~~estea p~rty. 

J. Cn'lvin Simkson~JC'b.n R. Gil1ander~ and 
RiC'Eierd • Eritwistl~ > for the corcm1ssion 
staff. 

INTERIM, OPINION 

Applicant's Request - - II 
Southwest Gas Corporation- filed tbeabeye';'entitled 

application on October 14, 1960~ 'seeking an ixmnediate . interim . 

increase in gas rates of approx:L:mately $35,400 annually, or t'C>10 per­

cent, to offset incr~/d rates .cb.3rged by its' ,supplier.' Pacific 'Gas' 

and Electric Company, - wb:E.ch result £:rom an increase granted Pacific 

in Decision No. 60587 ~ effective August 25. 1960 in Application 

So. 42225. The requested immediate increase in'rates. according to 

applicant> wcu1d add appro~ately 15 cents a month to the average 

domestic customer I s bill. III addition. Southwest seeks authority, to-

1/ Southwest Gas COrJY.)ration. so:netimes refer:ed to he::ein as. 
Southwest. is engaged in the bcsiness o~ purchasing and distri­
buting natural gas. to dotnestic. commerC"lal~ industrial, military 
and agricultural customers in parts of Arizona, California and. 
Nev.oQ.a. I:l Cal!.fornia, Southwest serves approxiIn:3tely 11,200 
customers. all located in San Bertl.ttdino County., 

'£.1 Sometimes referred to herein as Pacific. 
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increase its rates. effective as of the effective date of any:general 

increase in rates authorized Pacific under its Application ··No. 42225, 

by an amO\lIlt suff:tcient to offset any resulting. increase e in cost of .' 

zas to Southwest. with rela~ed"increases in costs.for:6-8Dchis~sand 
unaccounted'for gas. 

Publi.c Rearing 

After due notice, public hearing was beldbefore·Examiner 

William W. Dunlop on November 17. 1960 at Victorville. Applicant 

presented four exhibits and'testimony through two witnesses in 

support of its request. The Cormrd.ssion· staff cross-exmrdn."ed appli-' 

cant t s w1tnesses and presented a pre] fminary financial. report and 

testimony through one witness. No protests. were' .entered'on the 

record to applicant's request to offset the 1.9 cents' per."Mcf 

increase in. cost of gas Southwest has been paying Paei£i.c Gas' and 

Electric Company since August 2S, 1960'. 

'!he matter was taken under submission at the conclusion of 

the day's hearing. Ibis interim: opinion and" order relates solely to . 
"" . ..'. 

applicant's request to offset' the, 1.9 cents: per M~f increase' frJ. .. cost .. ' 

of gas. 

Applicant's Position 
. . . 

Applicant states. tbatits presently. effective rates for-

natural gas service were authorized bytbe COIl!Clission 1n its Decision 

No. 59032, dated September22~ 1959 .. in Applic:ation No~' 40743:; .and 

that such presently e£fectiverates were based on estimated cost of 

gas to Southwest at Pacificrs. effective rates ,prior'tO:"August,-2S" 

1960. In its 1959 deciSion, the Commission f01md: a rate cf. return of 

7 percent to be fair and reasonable for Southwest' soperations.· 
- " 
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Applicant further' s:ates that although itsppeareci ass' 

protestant in Pacific's Application No. 4222S.~,presented· evidence~ 

and took the position that 'the amo~e- of the 1ncr~ases proposed' by 

Pacific applicable to Southwest were .excessive;, nevertheless~ t."le· . " 

Commission by its interim order (Decision No. 60587); dated 'AugtlstlS7 

1960,. authorized Pacific to :tncrease its rates to:Soutbwest by , 
approximately 1.9 cents per thousand cubic feet (Mcf):, on ,'the com-' 

modity cost of all gas sold to Southwest ,ton and after August 25,/ 

1960. The requested immediate ino:ease of approximately.$35·,.400, 

according. to Southwest,.' is simply for the purpose ofoffsetti:Og the 

approximate 1.9 cents per l~cf increase in' cost· of na~a1"gas 

Southwest has been paying Pacific since ,August 25~ 1960 and related' 

additional franchise payments on gross sales., of gas. ' 

'If andwben the Commission fixes final rates in Pacific's 

Application No. 42225'~ Southwest urges the Commission to' authorize,. , 

effective on the same date as Pacific's final rates,.ino:eases in 

Southwest's rates sufficient to offset the cost, effects on 
, , 

Southwest's operations. By" this interim opinion and order', we are' 

not p.a ssing on this latter request of Southwest., 

The resale rate of, Pacific, SeheduleNo. G-62,.in effect 

prior to August 2S,. 1960,. provided ~ commoc1ity charge of' 34.$ cents 
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per Mcf per month plus a monthly demand charge of 7.3- cents per·Mcf 

of firm service in maximum month based on, t~e maximum 'billing month, 

consumption over the twelve months' period ending with the current 

month. The interruptible portion of the" rate specified the same 

ccm:modity charge (34.8 cents) 7 but only .8' 2~3 cent per Mcf demand 

charge. :Pacific "s Schedule' No. G-62 ~ effective' em. and, after .. 

August 25 7 19607 provides 8' commodity <?harge of 36.7, cents per Mcf' 

per month with no change in tbe demandcbarge. 

Southwest estimates that for tbe'adjustec'year ended 

April 1960 it p:lX'chased 178427153 1-1<:£ of gas, and that the 

increase derived from pricing this volume at the increased rates of. 

Pacific provides an increased cost of, $3570017 or an average increase 
, .' , 

of app~ox:tmately 1.9 cents per Mcf. Southwest· also estimates an 

annual increase of $42S in fr<Jnchise .payments caused directly by'" 

1:he resulting increase in revenue. The total additional antI.lUIl 

l:'cvenuc thus derived by Southwest tJpproximatc's $3S',426 based on' its 

adjusted sales£or the year ended April, 307 1960. 

Earnin$ Position 

Applicant presented summaries of. its e.arni.ng .. position for 

the twelve months ended April 307 1960 as recorded ancl as adjusted 

to a normal temperature,.basis at present ~·proposed"'rates.·wh1Ch ' .. 

may be summarized as follows: 
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R.ecorded 

Adjusted at Present Rates: 
Exc1udixlg. PG&E 8-25-60 Offset 
IncludiDg PG&E 8-25-60" Offset, 

Adjusted at ,Proposed Rates: 
Including PG&E 8-25-60 Offse·t· 

12 Months. Ended' April 30 t 1960 
, Rite of Return 

Complete .. C81:tfOrnia' 
System', .'. . Only . ' , ' 

6.29% 

5.17: 
6.01 

6.16 

4.86 
4.41 

4.85' 

J.pplicant's computed results of operation on its california' 
System for the 12 months ended :..~.pri1 30~ 1960~ in more detail~ as 
set fort!l. in Exhibits 1 and 4~ follows: 

SOUTHWEST GAS CORPORATION - CALIFORl-."L~ DIVISION 
SUMMARY OF EARNINGS FCR 12 MONTHS ENDED 4/3d/6q 

Item -

Adj.usted at 
Adjusted' at Present . Co. Proposed 

Rates ' Rates 
ExcludfDg includfciS 1riclUdjng 

PG&E 8-25~O' PG&E 8-25-60 PG&E 8-25-60 
Recorded . Offset Offset ., Offset . 

OperatingR.evenues $l~669~1S7 $1,777,l37$1~777,137 $1,812~56S 

Operating Expenses: 
832,965 Nat. Gas Purchased 

Diser. & Maint. 114,.526-
CUst. Aee. & Coll. 9",514 
Sales Promotion 50,028 
Aan. & General 83,.274 
Depr. & Amort. 119,216 
General Taxes 118,,744 
Fed., Income Tax 66',547 ' 

Total Expenses 1,481,614 

Net R.evenue 187 ,573 

Avg. Rate Base 
(Depr.) 3,592;245 

Rate of Return 5.221. 

894,904 
114,526 

95,514 
50,828 

127,674 
119,216 
145,629 

53,58:8 
1,601,879 

175,258' 

3,602~956 

4.861. 

929,906. 
114,526· 
95-,514' 

, 50,828-
127,.674 
119,216-
143~704 

36,654 
1,618.,022 

159',115 

3~605,873: 

. 4.4l1. 

. 929'~906 ' 
114,526. 
95,514 
50,328: 

12S:~S40 
119,.216 
145,.605-

53,373' 
.1,.037,.50S 

175,.055 

3 00s. s1':i" , ,. JI 

, 4.85% 

. , 

Principal ,sdjust:ments made by applicant tc>', its' operations" 

for 'Cae twelve months ended April 30,. 1960 11lclude the following: , ' 

1. Revenues were adjusted for avera~e temperature 
conditions and for the full year seffect of 
the rate increase which became effective on 
October 19,. 1959. ' " 
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2.. Cost of purehased~ gas was adjusted for normal 
temperature, the recorded month of 3anuary 1960 
being. used as the maximum, demandcbarge month 
during the year. 

3. Payroll was adjusted for wage increasestbrough 
September 30, 1960. 

4., Ad valorem taxes were adjusted for the 1960 
increase in property valuation computed Bt; the 
1959 tax rates. 

A number of lesser adjustments were mnde ,by app11cllnt to-
, ,3/ "',. " . 

reflcc'c average year conditi.ons .. -·· . , 

Staff's Analysis 

the analysis of the Commission 'staff showed that at gas 

purchase costs effective '.ugust 25, 1960, applicant' sgross revenues 

for the year ended April 30, 1960'were :Jpproximately$140,OOO less 

than required to y.teld a 7 'percent rate of return'on appliearit's 

,computed rate base. As previously indicated the Commission- !nits 

1959 Decision No. 59032 found a 7 percent rate of return eo be fair 

and reasonable for Southwest. The staff's analysis further showed 

that if the Commission should follow the reeOtmDendat1on'of" Southwest' 
. . 

in £ix1Dg the f:tnal. rates in Appl.icad.on No. 42225 ··of Pac:tf1c Gas 

and Electric Company, the cost of gas to Southwest would be reduced 

to appa:oximately 40 cents per Mcf and Southwest t s ,rate of return 

under such circmcstances would approximate 7 .19. percent~. ' 

Rates -' Present and Proposed 

A comparison of present· and company proposed: offset rates .' 

by schedules follows: " . 
Co •. Proposea 

Present . Offset· , 
Schedule G-I-A Rate "'Rate ' Increase. 

First 
Next 
Next 
Next 
Next 
Next 
Next 
Next: 
Over 

200 cubic feet or less $2.60 _ 
2,800 cubic' feet per 100 cf. .10S 
7,000 cubic feet per 100 cf. .094 

40 7 000 cubic feet per 100 cf. .oes 
50,000 ecbic feet per 100 ef. .085 

200,000 cubic feet per 100 cf. .030 
700,000 cubic feet per 100 cf. .074 

4,000 7 000 cubic feet per 100 ef. .070 
5,0007 000 cubic feet per 100 ef. 

November - April, Inclusive .060 
t1:ly -october, Inclusive' .050 

3/ Exhibit1~ pages 18-3 and 18-4. 
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$2.60" 
.110 . 
.096, 
.091 
.08-7 
.082 
.076 
.072 

.062 

.052" 

$' '. 
.002·.·· . 
.002 
.002-
.002 
.002 
.002 
.002 

.002 
.. 002· 
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Schedule No. G-1-R 

FiIst 200'cubic feet or less: 
'October - May" 
June - September 

Next 2,800 cubic feet per 100 cf. 
Next 7,000 cubic feet per 100 cf. 
Next 40,000 cubic feet per 100 cf. 
Next 50,000 cubic feet per 100 cf. 
~Next 200,OOOeubie feet per 100 ef. 
Next 700,000 cubic feet per 100 ef. 
Next 4,000,000 cubic feet per 100 cf. 
Ovar 5,000,000 cubic feet per 100 cf. 

November - April, Inclusive 
May - October, Inclusive 

Schedule G-45 -

First 100 Mef:per1~000 cf.­
Next 300 Mef, per' l~OOO cf. 
(Ner 400Mcf per 1,000 cf. 

Schedule G-5O 

F:U:s·t, 
~re..'"t"t 
Ne=t 
Next, 
Over 

l,OOOMcf'per 1,000 cf. 
9,000 Mcf per 1,000 cf.' 

10,OOO,Mcf per l.OOO~cf., 
30,000 Mef per 1,.000 cf. 
50,000 Mef pe:r: l,OOC" cf. ' 

, ' , 

Co.' Proposed' ' 
Present ' Offset: ' 
Rate Rate" Ine%ea se ' 

$3.50 
.40 
.130-
.10S 
.095 
.081 
.083 

, .080 
.070 

.060 

.050 

$ .700 
.650 ' 
.600 

$ .550, 
.530, 
.510 ;' 
.480 
.L~65 

$3,.50, $ 
.40" 
.132',' .002 
.107' .002 
.097 .002 
.089' .002 
.08S .002 
.082 .002 
.072' .002 

"062, .. , .002' 
.052', .002 

'$~720, $.020,'" 
, • 670- '., .020 ." 
'.620:, ' .020" " 

"L,., 

' .. , .. 

$ ,.570' " 
.550:,' 

'.530: 
.500,: ' 

, .485-',' 

, $.020'", , 
,.020' 
.020 ' 
.020,' 
.020 

. No increases are proposed by applieantin Schedule G-15:,', 

andG-9l. 
. ., .. 

Desert Pipeline Construction Company 

The testimony of applicant's witness shows that in tbe"past 

Southwest has built portions of its plant through Desert,' Pipeline 

Construction .company; tmlt certain officers of . Southwest are also 

officers of Desert Pipeline; but tnatrecently. Southwest.!'s ma~gement 

decided not, to use Desert Pipeline, Construction Company' in·'the· future 

and bas dropped said company' from Soutbwest' s b:tdcling list., Appli­

cant' switness did, state, however, that in an emergency situation, 

such as a break in a gas mai:c.) and where no other means 'for. emergency 
, ~ , ~ .,:. " , 

repair were av~ilable> Desert Pipeline Construction'Company might be 

uccc1 in such an emergency si·~tion in tbefuture .. 
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Findi::lgs' 'and Conclusions 

After considering the evidence of record the Commission 

finds and concludes: 

1. 'Ihat while we may not necessarily agree w1.th 
all of applican~ t S figures supporting its 
computation of rate of return~ it is abundantly 
clear that the amount of the offset increase 
herein requested,. if 8Uthor:tzed~ will not result 
in applicant's earning an excessively high rate 
of return. ' 

2. 'Ihat the ilmnediate increa se proposed in this 
application is for the lfmited purpose of off­
setting the increase in cost .of gas' and :related 
franchise fees~ which Southwest has been paying 
since August 25 ~ 1960. 

3. That epplicantfs proposed uniform :tncrea~ein 
rates is reasonable and should be authorized. 

4. 'I'bat only an inte:rim order should be issued, , 
authoriz~ the increases 10 rates and charges 
as provided by the order herein> pending final 
Federal Power Commission action on El Paso 
Natural Gas Company's increased rates for gas 
wbich are being passed on to applicant by' 
applicant's supplier,. Pacific Gas and Electric 
Company_ ' 

5. That the increases in rates and charges herein 
authorized are justified and that existing rates 
in so far as they differ from the rates authorized" 
herein, are for the future unjust and unreasonable. 

D1TERIM ORDER 

Southwest Gas Corporation having applied, to this,.Commission 

for an order authorizing increases in rates~ a publichearlng having. 
. ." -

been. held> the matter haviDgbeen submitted and the request for :m . 

immediate offset increase being ready for decision;. therefore~ 

IT IS ORDERED as follows: . 

1. Applicant is authorized to file in quadruplicate with this 

Commission, in conformity with General Order No. 96, revised tariff 
, , 

schedules increased to the level set forth on Exhibit,.C of the. 
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application under the column headed up .0.& E. Offsetll ~ and on not 

less than five days' notice to the public' and to this Commission to . 

make said revised rates effective for service furn1shed 'on· and' after' 

J.anu.ory 1. 1961. 

2. In the event that applicant places such offset rates· . ' 

:i.:lto effect. 

a. Applicant shall keep records of sales to customers 
during the effective period of this cost of gas 
offset rate as will enable it to determine readily' 
the total offset charge and the total refund~ i.f 
any. that may be due each customer. 

b. Applicant t s plan for determining refunds shall be 
submitted to this COtl:ltllission prior to making any 
refunds> and specific Commission approval shall 
be obtained of the plan at that time. 

c. When the final decision by the Federal Power 
COtamission in Docket No. RP60-3 shall have become 
final~ applicant Shall file an applieationcon­
eaining its proposed permanent rate plan for final 
determination and authorization by this COtDlllission. 

d. Upon final determination of the actual cost· of 
refunding not recovered from Pacific and the amount 
of any balance created by applicant's inability to 
deliver cheeks and by cheeks uc.c:ashed after one year, 
applicant shall file a plan acceptable to the 
COmmission for the equitable clispostion of the 
resultant net balance. 

e. Applicant s~ll file nth the COClDlission monthly 
reports within sixty days following the close of 
each monthly period~. setting forth: 

(1) 

(2) 

The increase in revenues realized' under 
the offset rates authorized herein~ 
segregat:ed by firm and. interruptible 
classes o:c service~ and 

Tbe increase in cost of ga s purchases 
from Pacific above the rate level in 
effect immediately prior to. the, date .' on 
which the offset rates went into effect.: 
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f. Applicant shall continue to . show in its tariffs 
ehe amounts of offset: charges included :l.n the 
several X'lItes that may be subject to re:fund~ and 
shall 8Ugr.lent the statement to- show the offset 
increasesbetng placed into effect on the effective 
date of the new rates fil.ed under ordering para­
grapb 1 hereof. 

The effective date of this. order shall ~. twenty .. dayS 
after the date hereof. 

Dated at San 'Fra.ndaco :. California ~ ·th:[s . 


