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Decision No. ,75803 'tR'ICINAl 
BEFORE !BE PUBLIC UTILITIES COMMISS'ION OF TEE ST.A!E OF CALIFORNIA 

In the Matter of the ApplicAtion of 
SOU'XBERN CALIFORNIA GAS COMP.ANY for 
an increase tngas rates to offset 
higher ,costs oceasioned by an increase 
in the rAtes of its supplier El Paso 
Natural Gas COlllpGllY 1 to utilize 
certain gas coSt reductions ~ .and for 
other revisions tn its tariffs. 

" In' the MAtter of the Application of ' 
, SOTJ'rHERNCOUN'rIES, GAS COMPANY OF 

CALIFORNIA,' for =. l.naease' in 
gas:rates to offset higher costs 
occasioned by an increase in th~e 
rates of 'its supplier E1 PASO 
Natural Cas Company, to .utilize 
certAiu gas eost reduetions, 8lld 
for:,other %evisions in its tariffs .. 

In the MAtt~r of tb~ ApplicAtion of 
PACIFIC LIGHTING SERVICE JJ.m SUPPLY 
COMPANY for 4n inc-rea.se in gas rates 
to offset high~r'eosts occasioned by 
Atl. iuerease in the rAtes of El Paso 
Natural Gas Company" to u'tilize 
certain wrts cost reductions, ~8::.ld to 
change itstar1ff to 4,cost-of
service, basis. 

Application No. 50713 
(Filed November 29, 1968) 

ApplicAtion No. 50714 
(Filed ~ovember 29, 1968) 

Ap'plies.tiou No.. 50715· 
(Filed November 29, 19(8) 

(Appeartmces s:::e listed in Appenc1ix A) 

9PINION ON REQUEST TO RETAIN CERTAIN GAS COST REDUCTIONS 

In its deCiSi~ issued thus far in these applications, 

the COmmission indieated that the request 0= applicants to retain a 

portion of certain gas cost reduct10ns as an offset to the 

11 Deeision No .. 75429 dated Moxcb 1&, 1969 in Application No .. 50713 
Decision No. 75428 dated Marcb 18, 1969' in Application No;. 50714 
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,A;"S0713 A-S0714 A-50 715 I.i:c. 

10 percent federal iDcome tax surcharge ($urtax) prior to 

~~rch 7, 1969, would be dealt W1th by subseque~t decision. 

Speeif1c.a.lly ~ Southern california. Gas CompQlY (SoCal), 

Southern Counties Gas Company of c.aliforn1a (SoCounties) .and Pacific 
2/ 

Lighting Service and Supply Company (PI.SexV) request .authority to 

apply for the period bet'Ween Oetober 1, 1968 and March 1, 1969 

approximately $1,900,000 of about $2,650,000 in gas cost reductions 

as. an offset to increased X'ev~ requi~t:s oe~sioced by c.he $urta:. 

and to accumulate in a reserve the approximately $750,000 not 

applied to offset the Surtax, wlth interest at the rate of 7 percent 

p~r antl'Ulll) for refuo.d to customers as the Commission maysubse-
" 

quently direct. 

The preljmi~Ary statements of the tariff schedules of 

these utilities contain the following provisions pertinent to the 

proposed utiliza:cion of such gas cost reductions: 

Con~ingent Refunds and Rate Reductions 

SOCaJ. and SoCounties 

2:../ 

.-, 
1"" 

"From E1l?aso Natural Gas COQ?any (:ll Paso): 
The agreements dated as of November 1, 1965 and 
J~uary 1" 1967 provided in Articles IV and V for 
contingent refunds and rate reductioti.S.. 'Ihe Comp.my 
~ill refund to its customers such refunds received 
from El Paso pt.lrs~t to Article N of the agreemen:s. 
the Company will reduce its rates by an aggregate 
amount equal to ~y rate reduction relating to Article 
v, exce t that ssible o££settin inereases in cost 
of gas and increases in tax based on ~ncome wi 1 be 
subject to rev:Lew bettYeen the Company and the 
Commission, and dispo$~t~on by tne Co~ss~on at the 
time such rate reductions oecur. 

Name cnanged to ?acif~c Light~ng Service Comp~y as of 
March 1, 1969. 
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PL Serv 

''From :?acific Lighting Service" and Supply CompAnY, (P.o.eifie): 
'!be t,;tipulation and agreement of Transwestern Pipeline 
Ccnr.pany (Transwestern), dated as of May 1, 1967, in 
FPC Docket No. RP67 -8 provided in Axticles III and IV 
for contingent refunds and rate reductions to Pacific. 
The Company will :refund to its customers any refunds 
received £:rom Faeific which have been received by 
Pacific from Transwestern pursuant to Article III of the 
agr«ment. !be Company will reduce its rates by .an 
aggregate amOunt equal to any rate reduction received 
f:rom Paeific which has been received by Pacific from 
Transwestern relatin~ to AXticle IV, except that 
ossible offsettin : increases in cost of as ana in-

creases tax ABe on ncome W~ su ~ect to 
§V1.ew ~etween the Company lind the commiss on! and 
;r1.sp9siF.ion §y the Commission. II 

'~rom TrlmSwestern Pipeline Company (Transwestern): 
!'he Stipulation and Agreement, dated a.s of May 1, 1967, 
in FPC Doeket No. RP67 -8 provided in Articles III and rJ 
for contingent refunds and rate reductions. '!he 
Company will refund to its customers such refunds 
received from Transwestern pursuant to Article III of 
the Agreement. The Company will reduce it$ rates by an 
aggregate smoun~ equal ~o any ra~e reduction from 
Tr~~estern relating to A:ticle IV, except that 

sSible offsettin increases in cost of as ane 
creases n tJUC ase on l.neome Wl. 1 be su;,jec:e to 

review Setween the Company anc1 tEe Cormnissl.on, :s:na 
crrs'f?sition by' the commissron. if -

(Underlining Added) 
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• i' ( 

) 

~. '. " 

The gas cost reductions before us for disPo$it;o.u 
commenced October 1, 1968 and resulted from. :FedQral Power:' Commig9iQt1 

, " 

(FPC) action in the Per.aian Basin Area. RaCe Case, ,: Docket :No. AR61-1. 

Earlier, rate reductions, which had emanated from sett,lement of FPC 

Docket Nos .. RJ?67-8 and Rl?67-9 and which for year 1~68 represented an 

es,tim.a.ted reductioll of $1,020,000 in t'lle cost of gas, su~plies 

purcb.ased from 'Xr.answe.stern H~line Company and :;1 Paso Natural Gas 

Company, were considered by tl~.e ColXlmission pursuant to tbeabove . , y 
q,uoted tariff prOviSl.ODs,.. Ap~l:r..cants then had sought to, ,4k'P-ly the 

estimated reduction to offset partially, i.e., by about one-fifth, ., y 
the effect of ~urtax for 1968 and i~ response the Commission infor=ed 

a~plieauts there was ~o obJection to such 3p~lication.. ~~s 

deteminati~n took into ac:cour.t the earni'l'lgs level of appliCants 

and, relatedly, applicants' need to seek rate relief, if the gas 

eost re.ductions were floowed thro\lgb. in~o redueed rates for their 

gas service. 

While applicants' present ~roposal is consistent with tneir 

tariff provisions and their earlier proposal relative to F'iC DoCKet 

Nos .. R?67-S and RP67-9, the eircumstances, ~xcept for the special 

tariff provisions> 'are comliarable to those' in which utilities ~der 

our Jurisdiction ge~erally are in upon filing ar, a~plication for %,ate 

relief which includes Surtax as Olle of the· elemen~s of .an incX'eased 

cost of service. ,SoCounties and SoCal were gran'Ced such '4:elief 
, , 

prospectively in ~cisiot.S Nos. 7542S and 75429, wherein the 

COmmission found,-i~er~ases were justified based on all necessary 
"' . ~' , \.' ,.' . . 

findiDZs :i.neludi:ns:' the reasonableness of resulting rates of return • 
• ,'f \ 

':/,' 

3/ :s.y le~ter dated July 6, 1~8 to die comtlll.ssion. 
~ By letter dated July 9, 1968 to applicants. 
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We recoznize that o£fse~ting ~ureax as proposed for the 

Oc~ober 1,1968- March 7, 1969,period ~ou1d not have had' the effec~ 

of increasing applicants f then existi%lg level of ra.tes, but.,.llonethe

less it would result tn a higher level of ea~ings. The results of 

operation on a basis adjusted for rate fixing as submitted: by 

applicants for 1968, yielded rlltes of retu:rn as follows: 

'it1ith Company 
hoposal· , 

For Offset
of Surtax 

Oct. 1 - Dec. 31 

Pacific 'Lighting ';ervice and Supply Co. 6. 94'~ 

Soutbern Califonda Gas Com.pany 6.761-

Southern Counties Gas Co~y 6.737.· 

System 6. 77i. 

~lith Full 
Flow 'Xhru 

of. 
?erird.an 

Reduction 

6.941. 

6 .. 68% 

6 .. 67% --
6 .. 71% 

The results under ItFull Flow Tb.rull indicate earning 

positions within the zone of reasonableness. 'Ihis is Dot a narrow,. 

zone and a more precise determination mi~t disclose a mino~ 

deficiency in eamirlgs. But without specific rates of reew:r. found 

reasonable for ap~licants which apply, there is noi a proper bAsis 

for such refinements. 

rae tariff provisions provide for review and disposition 

by t~e COmmission. of possible offsetting cost increases at the time 

gas cost reductions occur. In arriving at our disposition of 

I ap91icants' request,. we observe that these provisions do. not lessen 

the need for a snowing adequate to justify rate relief prospectively 

and arc not to 'be turned into' a device to justify rate relief in a 

past period by a belated determination of a reasonable rate of 

return.. In the eirCWllStanecs applicants should be treated similarly 

to other utilities seeKine rate relief with reference to Surtax. 
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In fairness it should be observed that appliCaLts' cost of 

zas supplies increased substant~ally o~ ~~rch 77 1909 (El Paso 

increase - FPC Docket No. ~~6~-6) while the increased rates for gas 

service rendered by SoCal and SoCounties, 'Wi1:i.ch reflect both that 

4ucrease and ~urtax, did not become effective unt~l ~rch 20, 1969. 

Also, there is little room fo~ doubt taat tae added sas costs 

amounting to .about $640 ,oo¥, or nearly $50,000 per clay, should be 

co~sidered for offset; suc~ aigher level of gas costs c~used ap~li~ 

to apply for :rate increases 'Which have been authorized for SoCal and 

SoCO'llUties. 

The tariff provisions under consideration can be applied, 

if we so authorize, to utilizing a por'tion of thel:'ermian gas cost 

reductions. to offset the El Paso increase d~ring the indicated 

l3-day zap. A fair judgemer4t, and one compatible with. the tariff 

proviSions and ~~~h our not obJecting to applicants' earlier 

proposal eoncerr.ing tr~ ~sposition of rate reductions which had 

emanated from settlement of FI'C Doeket Nos. RP67 -8 alld iJ:267 -9, is 

that such offset is warranted. 

"l'he remainder of the rermia:o. gas cost reductions througn 

~~rch 19, 1969, exclusive of related cost reductions in California

source gas, approximate $1,900 7 000 and should be refunded to 

customers served by ~al and SoCounties.. In our treatment the 

Per~an reductions are accumulable for the March 7, 1969 - March 19, 

19S9period because the rates for gas service of SoCal ana SoCounties 

then in effect did not refleet the flow through of such reductions. 

Demand Component Increase: 
$ (1,395,9 M2Cf) ($3~~17l/Mef - $2.0S5/Mef) III 11$653 
Commodity Component Decrease: 
(13 days) (1,395.9'M2cfd) ($O.OOOS/Mef) = M$9 
total M$; 644 
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Findings 

l. Applicants' tariffs provide for rate reduce10ns in the 

event ce1."1:ain reductions in gas eoS1:S to applicanes occur. 'l'b.ey 

further provide for disposition by the Commission of possible 

offsetting increases in cost of gas and increases in tax b~sed 

ou income. The reductions in gao costs to appliea:o:ts emanating. 

from the Permian .A:rea Rate Case (FPC Docket No. AR61-1) are sub

ject to such tariff provisions. 

2. For the period between October 1, 1968 and March 7, 1969, 

applicants propose to utilize a portion of Permian gas eost reduc

tions to offset the increased revenue requirement occasioned by 

Surtax. 

3.. Applicants' earning positions with full flow through of 

Permian reductions are within the zone of reasonableness for that 

period, since they produce a 6.71 p~cent rate of return under 1968· 

System operational results adjusted for rate fixing. In providi~g 

for offsets subject to our approval, the tariffs are not intended 

to lead to a belated determination of a reasonable rate of r~turn 

for application to a past period. Otherwise,.a. d~?.a.rtu:-:e from .. 

fixing r~tes prospectively would result. 

-7-
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4. Insufficient just:r.ficatl.on and tne equitable and consistent 

treatment of utilities under our Jurisdictio~ require us not to allow 

the requested offset •. 

5. Durir.g the period March 7, 1969 t;hrough March 19, . 1969, the 

rates for gas service of SoCal and SoCounties did not reflect the 

Zl Paso rate increase (FPC Docket No. aPo9-6). The increase in cost 

of gas supplies purc·c.a.se.d from El Paso Natural Gas Comf.tany during 

that period amounted to approximntely $640,000. A reasonable 

judgement; is that applicants r (laming positions obviously became' 

deficient under the sum of the effects of Surtax and El Faso inCl:'case. 

6. Retentlon by applicants of a ~rtion of the Permian gas 

cost reductiot.l.s applicable to the period October 1,.1968 through 

March 19 ~ 1969, i~elusive, to offset said incre~e in gas cos~s for 

the period March 7, 1969 through March 19, 1969 is consonant with the 

tar1£f.provis1ons for contingent rate reductions and would not con

flictWith treatment accorded other utilities. In the circumstance5 

such retention would be fair and proper and is warranted. 

7. llle remainder of tne Permian gas cost reductions for the 

period October 1, 1968: through ~Larcb. 19, 1969, inelusive, amounting 

to 4pproximat~ly $1,900~OOO should be refunded t~ customers served 

by SoCal and SoCoULties with interest, which is to be applied at the 

rate. of. seven percent per annum. 

COtlelusiOtl 

Based upon the foregoing findings ~he Commission concluCes 

that the request of applicants to· utilize Permian gas eost reductions 

to offset partially Surtax prior to· Marcn 7, 1969 should be denied; 

that applieants should be authorized to apply a portion of sueh 
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reductions to offset the increased cost of gas supplies purchased 

from. El Paso Natural CoI;\S Company within the period March 7, 1969 

through lY'Ulrcb. 19, 1969; and that the remainder of tb.e Permian gas 

reductions applicable to the October 1, 1968 through. March 19, 1969, 

'inclusive, period should be refunded 'Co eusto:aers. 

ORDER: __ ~ ___ 41111111!01 

IT IS ORDERED tha:c: 

l. Applicants' request to a.pply Permian ,gas cost reductions 

to off~et Surtax prior to l\lLarch 7, 1969 is denied. 

2. Ap~licants are autnor~zed to retain the portion of Permi~ 

gas cost reductions,: which l')Ave accumulated through :tvIa.rcb. 19, 1969, 

necessary to offset 'the increase in cost of gas supplies purchased 

from E1 Paso Nat~~ Gas Com~any within the period March 7, 1969 -

~~rch 19, 1969, resulti~g from. the rate increase in FPC Docket No. 

&P69-6. 

3. Within thi.rty days after the effective date of thl.s order" 

applicants snall file with the Commission: 

(a) Statement developing by months and suppliers tbe 
Permian Area gas cost reductions applicable to 
applicants r gas purchases during the period 
October 1) 1960 througn March 19, 1969. 

(b) Stateme~t developing increase in cost of gas 
supplies purchased from El F aso Natural Gas . 
Company within the period March 7, 1969 -
lYJarc:'" 19, 19&9 as result of El Paso rate 
increase (AP&9-6). 

-9-



A-5071S A-50714 A-50715 ~~ 

(c) l'roposed plan for refunding to customers the gas 
cost recluct10ns of paragraph :3 (a) of this order 
remain~ng after offsetting increase in gas costs 
as authorized 1.%1 paragraph 2 of this order. 
Refuncls shall include interest computed at toe rate 
of seven percent per annum. 

4. Applicants shall place in a. reserve t'b.e refund amount 

resulting under paragraph 3 (c) of this order, witc. ineerest 

continuing at the rate of seven percent per annum., for distribUtion 

to customers as the Commission may subsequently ~rect. 

The effective daee of this o;rder shall be ewenty days 

after the date hereof. 

Dated at Ban Fr.u:I.Cl:!ICO .. Cal.ifoxnia,. this 11ft, day-

of ... !lUtz,.. , 1969-. 
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.APPENDIX A 

LIST OF .AP'PEA:RANCES 

tOR APPLICANT 

K. R. EdsAll ano. Harvey L .. Goth .. 

FOR PROTESTANT 

Roy M.. Riek 7 appearing on his own beb4lf .. 

FOR' INTERESttD 'PARTIES 

Rollin E .. Woodbury, F...a:rxy W. Sturges, Jr., William 
E. l'1.axx, by Rollin E. Woodbur,Y, for Soutbe-rn 
California Edison Company; Stanley Jewell, snd 
Chickering & Gregory, by Sherman chir.kering" 
C. Hayden Ames and Donald J .. Rl.c11a,:,i!·~on% Jr., 
tor San Die80 Gas & Elecc=l.c Cor::.p=y; 
C. H. McCrea, for Southwest Gas Corpo:ation; 
Brobeck, Phleger & Ha%rison b~ Robe~t N. Lowr~ 
and Gordon E.. Davis, for California Manufacturers 
Ass~iation; Robert: E. Burt, fo: California 
Manufacturers Association; Roger Axnebergh by 
gharles E.. Mattson, Deputy City Attorney, for 
City of LOs Angeles; Robert W. Russell, for 
Department of Public Utiiities 60& Transportation, 
City of Loe Angeles; LouisPossner, for Bureau of 
Franchises a.nd.Fublic Utilities, City of Long Beach; 
Leonard L. Sendin~er, to" A, v1eM and Edward C. 
Rri@t, for P.lUlll.cl.pil Gs.s Depax1:metlt, City o~ 
Long Beach; Alfred H. Driscoll, John O. Russell 
a.nd . Lloyd B. AdIlDlS, for Los Aneeles Depart:mcnt of 
Water and Fower; W. 1... Knecht: ant! R~l?h Hubbard 7 

fox California Fa:rm Bureau FederatIou; Lt .. Col .. 
J.a.ek C .. Dixon, U .. S .. Air Force HQ ;;F Contract 
Management DJ: vision, £0% Department of Defense a.nd 
all other agencies of Federal Government; Henry F .. 
~iJ)Pitt1 II, fo: California. Gas P:rodueers ASsoc:[at:ion; 
Edward • BU1:ler, City Attorney, and .John VI .. v1itt;. 
Chief Deputy Ciey Attorney, for City 01 San Diego; . 
teon«rd Putnam, Cit:y Att:orney, Harold A. L1n~le, 
J5eputy City Attorney, and Robert w. Farkin,eput:y 
City Attorney, for City of LOng Beach; JOM At;. 
Ytm Rm, Cit:y Attorney 1 for City of S.anu Ms:r • 

FOR 'n1E CQMMISS ION STAFF 

Se'.t'g1u8 M. Boiksn,~ C<vlNld, .and 'Park 'B01leysteele .. 


