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Decisior:. No. 76596 

BEFORE THE PUBLIC urnITIES COMMISSION OF THE SIA'IE- OF CA.I.IFORN'"...A 

In the Matter of the Application of ) 
SOO'I'EERN CA.LIFORNIA ().6 .. S COMPANY for ) 
an increase in gas rates to offset ) 
higher costs occasioned by ~ increase ) 
in the rates of its sup~11er El Paso ) 
Natural Gas Compar.y, to utilize certain) 
gas cost reductions, and for other ) 
reviSions tn its tariffs. < 

} 

Ap~li<::atiC'rJ. No. 50713 
(Filed November 29, 1968)"' 

OPINION ON REOUEST FOR ~ TmIT RATES . 

In the Phase II portion of the above entitled applicetion 

Southern California Gas Company seeks authority to provide thermal 

unit raees for naeural gas service and authori~y to change the rata 

design of its rate schec~les iu order to relate revenues more closely 

to cost under various temperature conditions. 

This application and Applications Nos. 50714 ~nd 50715 

filed concurrently bY'ap?licant's affiliates, Southern Counties G~s 

Company of California (SoCounties) and Pacific Lighting Service 

Company (PLSC), have been consol!.da.ted fo:: purposes of l:-~ring anc 

cO!npa:l.ion decisions in e,ech of the ~wo paases under which a'C.th­

o=izaeions are sought. Af~er public ~earing held earlier this year 

in Phase I, the Commission iss~d Decisions Nos. 75428, 75429, 

75489, 75802 and 75803 in =hese appkicet~ons. 

~blic hearing in ~se II of these applie4~ions was held 

in Los Angeles before ~iner Y~~n en October S, 28, 30 and 21, 

1969. With respect to P~se II of Applie~ti~ No. 50713, evidence 
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was taken on applicant's proposal for thermal unit rates and not ou 

its proposal for rate design related to temperature conditions. 

The latter matter bas been deferred and any future hearing thereon 

preferably should be undertaken pursuant to a new application. 

This decision deals only with applicant's propos~l for thermal unit 

ra~es an4 related matters. 

'Backg;ound 

In view of the heat energy use to which natural ~s is 

put 3.ocd because its he~t content , ... aries> it is eesirable that the 

basis of billing customers be as closely related to the heat 

content of the ge.s delivered to them as can be accomplished 

economically. 

Supplies of natural gas for the Pacific Lighting Utilities 

Syste~ (System), i.e., the combined utility system of applicant, 

SoCounties and PLSC, come from numerous and varying sources within 

Californi~ and out-of-state and ancompass a wide ~nd veryi~ ra~e 

of heating values. The rates charged applicant and its ~ffiliates 

for such supplies are on a oeasu:ed volume basis independent of he~t 

contents above 1000 :8t:':! per cubic foot. Adjustments for' heating 

values at other levels depend on contractuel provisions with the 

suppliers. 

A downward trend in heating value is being experienced: 

:he System weighted aver~ge heating value declined from l084 Btu in 

1961 to 1076 Btu in 1968 and is esttmated at 1070 Beu for 1969 ond 

1064 Btu for 1970. The lower he~ting value of new s~pplies of gas 

coming froe the Delaware Basin and extraction of the heavier 

hydrocarbons f~om so~ supplies a~e c~usi~ the deteriora.:ion. 

The El Paso - Blythe so~ee gas and the Transwestern souree 
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gas thus are showing substantial declines in heating value. 

Consistent with this Commission's objective of the gas utilities 

under its jurisdiction obtaining adequate supplies of natural gttS 

at the lowest reasonable raees~ it is the continui~g obligation of 

applicant and its affiliates to put forth at all t~es their best 

efforts to have their'suppliers maintain or increase the heating 

value of the gas delivered. The deterioration in heating value 

of course affects gas costs adversely not only at the supply level 

but also at the transmission level. 

Under the physical facts of applicant's gas supply and 

distribution system~ gas from different sources may flow and the 

heating value will vary even within a given Btu district. Btu 

districts are patterned according to gas supply characteristics a~d 

used to relate heating value to gas service within the districts. 

The cost of measuring the heating value of the gas delivered to each 

individual customer would be prohibitive. However~, for the retail 

interruptible customers~ who are billed on therm or million Btu 

rc:.tes, the heat content is measured at each d.elivery point, tbe 

cost of such measurements being small in relation to the volumes 

delivered. 

Several utilities under eur.jurisdiction including Pac!fic 

Gas and Electric Company now render gas se:vice under therm. rates to 

all customer" classes. In the application of these rates, gas 

volumes delive:ed at standard delivery pressure ~re adjusted for 

altitude. 
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Present Ta::iffs lA_ 

Applic~trs tariffs include rate schedules for firm 

natural gas service, ga.s engine service> regular interruptible 

service, steam electric plant interruptible service, cement plant 
, 

interruptible service and resale service. 

In the rate schedules for firm naturcl. gas service and gas 

engine service and for regular interruptible service in part 

(Schedules Nos. C-50, G-S2 and C-S3) llOO-Btu base rates and 

effective 'rates are see forth in eit:her ce-o.ts per Ce£ or cents per 

Mcf. The effective rates are determined according to a 25-Btu step 

procedUX'e for heat content variations, where each 25-:Stu s~ep 

represents a 2.t percent cr.ange in rates from the 1100-Btu base . 
rate level. these rate level seeps provide for adjustment upward 

or downward when the average Btu for a dist:ict varies by 16 :stu or 

more from the currently effective level for two consecutive =onths. 

Under this adjustment provision, Rule 2 (i) of applicant's t~riffs, 

the same aver~ge Btu can be delivered in two dis trices while two 

different rates are being charged because of prior Bea differences. 

Gas volumes delivered at standard delivery pressure are not adj~~CG 

for altitude. 

I'll the rate schedules for ste~ electric and cement p!~nt 

service except inactive rate Schedule No. G-54 .end in ::egular 

~terruptible Se~edules Nos. G-SO-T, G-52-T and C-53-T, r~tes ~re 

expressed in either cents per there or eentc per m.illion :stu. 

Although relatively few in number, the customers billed on the 

tnermzl basis account for app=cx~tely 40 pereent of applieant~z 

total sales vol~e. 
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!n rate Schedule No .. G-60, R.esale NetTl%'~l Gas Service, the 

conthly demand charge is expressed in doll~:s per Mcf of daily 

cont::act demand and the cOnmlodity charge in cents per Mcf.. Ra.tes 

are independent of the heating value of the gas <::elivcred unless 

such heating v~lue falls below 950 Btu. The City of Long Beach is 

applicant's only resale customer and accoun:s for less than 4 percent 

of applicant's total gas sales volume. 

Applicant's PrOposal 

To further the objective of providing a close: relationship 

between heating value and rates fo. gas service, applic:~:c.t proposes 

that the~l unit rates :eplace the 25-Btc step volucetric rates. 

Under this proposal the present system of 1100 Btu ba.se rates and 

nUQ~rous effective rates would be replaced by a single set of 

rates for each schedule expressed in cents per thermal unit. 

A thermal unit is nominally 100:,000 Btool. For billing, 

the deterotnation of thz number of thermal ~its depends on the 

metered Cef, the average heating value of deliveries to the Btu 

district (Btu factor)~ ~nd the altitude zone in the ease of g~s 

deliveries at s~ndard delivery pressure (f~tor for altitude and 

metering pressure). More specifically, the number of thermal ~its 

to be billed would be the product of the ~tered Ccf times the 

billing factor,. where the billing factor eq,uals the Btu faetor 

times the factor for altitude ~d metering pressure. Proposed Rule 

No. 2(i), Conversion of Metered Vol~es to Thermal Units, so 

provide$ and is set forth in p~s¢ II Exhibit No. SoGal-l. 

The Beu factors cover a range of he~tfng values free 

905 Btu to 1204 Btu in 10 B~u steps. The facto:s rzng~ from 
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0.910 for the 905 - 914 B~u step to 1.000 or unity for the 995 -

1004 Btu step to 1.060 for lOSS - 1064 Btu step and to 1.200 for 

1195 - 1204 B:u step. !he B~u fac~or for each Btu district will be 

determined monthly and a rate level overl~p be~1een various Btu 

bands is thus prevented. Sueh overlap occurs under the present 

25-Btu step procedure as brought out above. 

The factor for altitude and metering pressure covers an 

altitude range, in intervals of 1000 feet, from below 1000, feet, 

Altitude Zone A -- Facto: l.000,1:0 8999 feet, Altitude Zone I -­

Factor .755. N~~rly 15 percent of the 2.0 million f~ natur~l g~s 

service customers are located iu areas which fall in altitude zones 

other than A. 

By using the projected System average heeting value £or', 

1970 of 1064 Btu, which as the upper limit of the 1055 - 1064 :S,,:u 

step calls for ~ 1.060 :stu factor, the thermal unit =at~s have been 

designed to produce the same revenue for e.:tch. clc:ss of service as 

the 25-Btu s:ep vol~et=ic rates. The design retains appr~Aimately 

th~ same r.elationships beeween rate schedules, rate blocks and 

block' rate levels as the 25-Btu step volumetric rates. 

If for 1970 the Syst~ average heating value were to 

exceed l064 Stu, the thermal UI.'lit rate design used would produce 

revenues in excess of the 25-B~~ step volucetric rates. A tariff 

provision has been proposed, however, to- provi~e an adjus~nt to 

assure the revenue equivalence SO':lgh-r:. It p:ovides that i:1. 

converting ~etcred volumes to t~ermAl units under p=oposed Rul~ 

No. 2(i) t.he average hea1:i-=.g valU(;: of deliveries, ~s determined 
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monthly for each Btu district, shall first be reduced by the n~ber 

of Btu by which the weighted aver.~ge heating value of the gas supply 

of Southern California Gas Company and Southern Counties Gas Company 

of California, for the sa:ne period upon which the heating values 

for individual Etu districts have been d~termined,exceeds 1064 Btu. 

!he the~l ~~it rates, as set forth in Phase II. 

~hibit No. SoC~l-l, actually relate to r~te levels mace effective 

on March 20, 1969 pursuant to Decision No. 75429 in Application 

No. 50713 ~ather than present =ate levelS which include increases, 

in part provisional, authorized by Decision No. 76068 dztec! 

August 26, 1969 in Application No. 51055. !he ch:tngeo~e= to·. 

thermal unit rates to be Authorized hereinafter will be based on 

present rate levels and will be consistent with Decision No. 76068 

~nd the introductory portion of said exhibit. 

In going to thermal unit rates th~re would be some 

c~~nges in charges between individual customers. For ~~ple, 

under the schedules for firm natural gas scrvit:e :r. slight increase 

in charges to customers served in areas b~low 1000 feet in elev2~ion 

will result but is offset by the decrease to customers served at 

the higher elevations. Tnis and othc= changes in charges which 

~y occur ~re in the aggregate direc~ed toward ~ehievfng the closer 

relationship sought between~~~e·he~ting v~lue of the gas serled and 

the ra:es charged. 

It is the applicant's view that 10-Btu steps refleet the 

narro'lles't band of measurement eonsisten= with the physical facts 

of its gas supply and distribut:ion system. An ultimate goal· of a 

l-Btu step or aet:ua.l therm rate docs not appee.r reacha'::>le until 
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such time as tbe average hcati~g value in each Btu district nearly 

coincides with the average heating val~e of gas delivered to each 

customer within the Btu district. 

The Commission staff and the City ef Los Angeles recotmne'Cd 

that the 25-Btu step volumetric rates be replaced by thermal unit 

rates as p=oposcd. Noue of the pertiec ~o the proceeding oppose 

the. proposal, but the City of Long Beach, as will be taken up next, 

is concerned over tee doWt'lward trend in hea~ing value in light of 

the heating value adjustment provi$ion, mentioned e.erlier, in 

applicant's Se'b.edule No. <;-60. 

Resale Service 

The City ~f Long Beach took the pOSition that there sho~ld 

be made available under applicant's Schedule No. G-60 heating value 

aejus~euts comparable in effect to those usee for other classes of 

service. In view of the large gas deliveries to this custcmer, 

this position has the effect of raising the ~uestion of whether 

volumetric rates in Schedule No. G-60 should be replaced by therm 

rates. 

At this time, applicant opposes any change in the heating 

value consideration now provided iu ies Schedule No. 0-60. The San 

Diego Gas & Elc tric Coer,any alzo opposes ~y sucn change if it 

wo~ld be carried over to SoCounties' Schedule No. G-60 in ~he 

interest of tarl.ff uniformity. In applicant's viC!w, cOt'lcu:cred in by 

San Diego Gas & Electric Com,any as .e whol~eaJ.~ custotlcr of 

SoCou~ties, a change of this nature is prop~rly a matter of 

negotiation und~~ tb~ gA~ s~rv1cc ~gr~e~ent c~rwcen cuseomer and 

~upplier. 
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Resale Service. 

The Commission staff did not have an opporeunity eo review 

in depth a possible changeover from volumetric to thermal rates for 

resale service. We do not consider .. that the matter bas been 

developed on ehis record adequately for us to strike a proper 

balance between the revenue and cost considerations involved. It 

appears evident, however, that this matter should be thoroughly 

explored through negotiations be~een applicant and the City of 

Long Beach and between SoCouneies and San Diego Cas & Elec.cr1e 

Company_ 

In any event, an adequate record should be developed on 

the matter in any subsequent rate proceeding. Surely, an 

app:copriate 'basis ean evolve so tbs.t gas service to all customer 

classes, including resale or wholesale, may 'be placed on a thermal 

billing basis" thus removing the anomaly of one class of service 

being served under volumetric rates. 

Findings 

The Commission finds that: 

1. In view of the heat energy uses of natural gas and 

'because of the variations in its heat content" thermal billing 

units provide a more functional measure of natural gas service 

than volumetric units. 

2. In applicant's thermal unit rate proposal" as set forth 

in Phase II Exhibit Nos. SoCal-l and SoCal-8, several significant 

fmprovements are seen over the 2S-3tu st~ volumetric rates 

presently used: In each rate seb.cdul~ numerous ~f£eetive rates 

are replaced by a single set of rates expressed fn Genes per ehermal 
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unit, where a thermal unit is nominally 100,000 Btu; 10-Btu ste?s 

repl~ee 25-Btu steps; rate level overlaps in Btu bands are 

eliminated; gas vol~s delivered to c~tomers at $~ndarc delivery 

pre~s~e are adjusted for altitude and metering pressure ~ccordiug 

to altitude zones. 

3. The illustrative the~l unit rates in Phase II Exhibit 

N~. Socal-l rel~te to rate l~vels ~de effective Y.a~eh 20, 1969 

pursuant to Decision No. 75429 in Application No. 50713. For tee 
changeover to ehe%'Illal uui'C rates, :J,uc'!:l ra'Ces will be b~sed O':l. 

present rate levels and will oe suojcct to further provisional 

increases consistent with Decisi~ No. 76068 dated A~gust 26, 1969 

in Application No. 51055. 

4. For year 1970 the the~l unit rates will produce sub­

stantially the ssce revenue for each class of service as would 

result under the 25-Btu step volumetric rates, if the adjuscment 

of Btu dict=ic~ monthly average heating values is made as provided 

for in Phase I! Exhibit No. SoC.:ll-S. 

5. The design of the :he~l unit rates retains appr~imetely 

the same reletionships between rete scaedule$, r~te blocks ~nd block 

rate levels as t:he 25-Btu step volu:netric =a.tes. 

6. Some cb.a:ngc:: in chzrges between indiviQu.3.l customers will 

result in going to thermal ~it rates. The chsngcs reflect bot~ 

increases and clccr~ascs. In th~ ~ggregate they are directed toward 

~chieving a clocer rel~tionshi? between the heating value of the gas . 
se~ed and the rates charged. 

7. Appl~cantf~ the~l ~~it r~te proposal is reas~~ble. 

The incrc~ses or decreases in rates and charges authorizec herein 

are jus~ifi.e<!. eb.~ ra.t.,.s a:o.o cb,o:rg.eG au.tbcrizee. 'her<!i':l. are 
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reesonable, a~d the present rateS and charges insofar as they 

differ from those h~rein prescribed are for the fu~ure unjust and 

unreasonable. 

8. !be record herein fails to provide an adequate basis upon 

which to determine such revisions AS may be nec~d in applicAut's 

Schedule No. G-GO, Resale Service. I~ is ele~ly desirable, 

ho~e .... "c:,) tbst applic2:nt <loud t1le Ci~y of tong Beach uc.dereake, a.s 

.:. part of uegotiatieus u':l.dz~ their gas service ::.greecent, the task 

of developing a~ a?p=opr~te ba~is for converting said schedule to 

therm rates. Tb..:lt .:lgreemen~ is at all times g,;'bject to such 

changes or codifieations as the Commission ~y, from t~e to ~ice, 

direct in the exercise of its j\ttisdiction. 

Based upon the :orcgoing findings the Comcission 

concludes t~t the Phase II po:'tion of Application No. 50713 as 

it relates to the~l unit rates should be s=~nted~ 
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ORDER .... _-.....,-
IT IS ORD.?:RED that. Southern <:alifornia Gas Company is 

au~horized to file with this Commission on or aft.er the eff~ctive 

date of this order revised tariff Schedules Nos. G-l through ~9 

Firm Natural Gas Service, revised tariff Schedules Nos. G-45 and 

G-47 -- Gas Engine Natural Gas Service~ revised tariff Schedules 

Nos. G-SO and C-52 -- Interrupt.ible Natural Gas Service 7 revised 

tariff Schedule No. G-53 -- Limited Interruptible Natural Gas 

Service, revised tariff Rule No.1, revised tariff R~lc No.2, 

parts (h), (i), and (j), and revised tariff List of Contracts :led 

Deviations, consistent with ~aase II Exhibit Nos. SoCal-l and 

Socal-8 and Finding No. 3 above. Such filing shall comply with 

General Ot-der No. 96-A. The effective date of t.M tariff sheets 

thus revised shall be the first day of the month ~diately 

following the month in which the filing is made. The revised 

schedules shall apply only to meter readings on and after the 

effective date thereof. 

, ;." 
", 

The effective date of this order shall be the date hereof. 

Dated at San 'Fmn.ei..~ • Ca.lifornia, this ';;2 '14d 
OECEMBER day of ______ ----~ 1969. 
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APPENDIX A 

LIST OF APPEARANCES IN PHASE II 

FOR APPLICANT 

K.. R.. Eds.'J.ll and P.. Dcnn:t.s K~~nnn .. 

FOR INTERESTED PARTIES 

R.. E .. Woodbury. E..'lrr.y W.. Sttlrses z Jor:., .'lnd William 
E. Ma:z, for Southern california Edison Compa.ny; 
Roger Arneb~rgh, Ci~ At~o:r:ley, by Charles E. 
!:1sttson, Deputy City Attorney; Chic~:c~g & • 
Gregory by Sherman Chiek~rin~ c. ~den Ames 
:lnd DO':1cld J .. l<.iCh..'lrc1sO'n .. Jr., tor U1 .Diego 
Gcs ~ Electr~c company; St2nlcy Jewell, for 
San Diego Gas & Electric Company; B:,o"beck) 
Phleger & Har:ison bv Gordon E. Davis and 
Robert N. Lgwrz, for"CaI~torn~a ~anuiact~ers 
Assoc:i..atl.on; Jor.n 0 .. Russell, for !..os Angeles 
Department of Wa~er & Power; William L .. Knecht, 
for C.lliforn~ Fa.rm Buzeau Fed.er.at;i.on; Rov A. Wehe 
and Edward C. Wr.igh!:, fo: City of Long :aeach; 
Ctlratain J"ames R.. Pleyee 7 for De,:lrtment of 
Det~nse; Robert W."f...'Uescll 3:ld M."!'rluel KrOt::/ll", for 
Department ot PUSIic ~t11rties and Transportation, 
City of Los Angeles; Harold A. Lingle and j.eslie 
E. Still, ;~., Deputy Ci~y Ateorneys, for C~~y 0: 
Long Beach; Louis Possner, Bureau of Franchi~es 
a.nd Public Utl.lit!es, for City of Long :se~ch_ 

FOR TEE COMMISSION S~.FF 

Sergius MD Boikan, Counsel, and F.arold T. SiE!_ 


