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Decision No. 76597 

BEFORE '!HE PUBLIC U'l'ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
SOUTHERN COUNTIES CAS COMPANY OF ) 
CALIFORNIA for an increase in gas ) 
rates to offset higher costs occa- ) 
sioned by an increase in the rates ) 
of its supplier El Paso Natural C~ ) 
Company, to utilize certain gas cost ) 
reductions" and for other 'revisions ) 
in its tariffs. ) 

-----------------------------) 

Application No. 50714 
(Filed November 29, 1968) 

(Appearances are listed in Appendix A) 

OPINION ON REQUEST FOR THERMAl. UNIT RATES 

In the Phase II portion of the al:>ove entitled appli,eat1on 

Southern Counties Cas Company of California seeks authority to 

provide thermal unit rates for natural gas service and authority to 

change the rate design of its rate schedules in order to relate 

revenues more closely to cost under various temperature conditions. 

This application and Applications Nos. 50713 and 50715 

filed concurrently by applicant"s affiliates, Southern California 

Gas Company (SoCal) and Paeific Lighting Service Company (PLSC) , 

have been consolidated for purposes of hearing and companion 

decisiOns in each of the two phases under which authorizations are 

sought. After public hearing held earlier this year in Phase ~" 

the COmmission issued Decisions Nos. 75428~ 75429~ 75489, 75802 an~ 

75803 in these applications • 

Public hearing in Phase II of these applications was held 

in Los Angeles before Examiner Main on October 8, 28~ 30 .and 31, 

1969. With respect to Phase II of Application' No. 50714, evidence 
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was taken on applicant' & proposal for thermal uuie rates and uot on 

its propos~l for r~te design related to temperature conditions. 

The latter matter has been deferred and any future hearing thereon 

preferably should be undertaken pursuant to a new application. 

This decision deals only with ~pplicant's p=oposal for thermal unit 

rates and related matters. 

Background 

I'D. view of the heat energy use to which 'tl4tural gas is 

put and because its heat content varies, it is desirable that the 

basis of billing customers be as elosely related to the heat content 

of the gas delivered to them as can be accomplished economically. 

Supplies of natural gas for the Pacific Lightfng Utilities 

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

SoCal and PLSC, come from numerous and varying sources within 

California and out-of-state and encompass a wide and varying range 

of heating values. The rates charged ~pplicant and its affiliates 

for such supplies are on a measured volume basis independent of 

heat contents above 1000 :stu per cubic foot. Adjustments for 

heating values at other levels depend on contraceual provisions with 

the suppliers. 

A downward trend in beating value is being experienced: 

!he System weighted average heating value declined from 1084 Btu in 

1961 to 1076 Btu in 1968 and is estimated at '1070 Btu for 1969 and 

1064 Btu for 1970. The lower heating value of new supplies of gas 

coming from the Dela'Co1are Basin and extraction of the heavier 

hydrocarbons from some supplies are caUSing the deterioration.' 

The El Paso - Blythe source gas and the Transwestern source 
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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 gas at 

the lowest reasonable rates,. it is the continuing obligation of 

applicant and its affiliates to put forth at all times their best 

efforts to have their Ruppliers 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 va:ry even withiu a given Btu district.~ Bt:u 

districts are patterned according to gas supply characteristics and 

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

l'b.e 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 

:Stu rates, the beat coutent is measured at each delivery point" the 

cost of such measurements being small in relation to the volumes 

delivered. 

Several utilities under our jurisdiction including Pacific 

Gas and Electric Company now render gas service under therm rates to 

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

volumes delivered at standard delivery pressure are adjusted for 

altitude. 
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Present Tariff~ 

Applicant's tariffs include rate schedules for general 

service, firm industrial service, gas engine service, regular 

interruptible service, steam electric plant interruptible service 

and wholesale service. 

In the rate schedules for general service, f~ industrial 

service, gas engine service and for regular interrup'Cible service 

in part (Schedule No. G-50) 1100-Btu base rates and effective rates 

are set forth in either cents per Ccf or cents per Mcf. '!'he 

effective rates are determfned according to a 25-Btu step 

procedure for heat cO'O.tent variations, where each 2S-Btu step 

represents a 2 ~ percent change in rates from the llOO-Btu base 

rate level. These rate level steps provide for adj.ustmeut upward 

or downward when the average Btu for a district varies by 16 Btu 

or more from the currently effective level for two consecutive 

mouths.. Under this adjustment provision, Rule 2 (K) of applicant's 

tariffs, the same average Btu can be delivered in two districts 

while two different ra.tes are bei"Og charged because of prior Btu 

differences. Gas volumes delivered at standard delivery pressure 

are not adjusted for altitude. 

In the rate schedules for steam electric plant service 

except inactive rate Schedule No .. G-54 and in regular interruptible 

Schedule No. G-52, rates are expressed in either cents per therm 

or cents per million Btu. Altbough relatively few in number, 

the customers billed on the thermal basis account for approximately 

40 percent of applicant's total sales volume. 
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In rate Schedule G-60, Wholesale Service,. the monthly 

demand charge is expressed'in collars per Mef of daily contract 

demand and the commodity charge in cents per Mcf. R.a1:es -are 

incependent of the heating value of the gas delivered. San 

Diego Gas & Electric Company is applicant~s only wholesale 

customer and accounts for about 20 percent of applicant's total 

gas sales volume. 

Applicant's Proposal 

Io further the objective of providing a closer r~lation­

ship between heating value and rates for gas service, applicant 

proposes that thermal unit rates replace the 25-Btu step volumetric 

rates. Under this proposal the present system of 1100 Btu base 

rates and numerous 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 Btu. For billing, 

the determination of the number of thermal units depends on the 

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

district (Btu factor), and the altitude zone in the ease of gas 

deliveries at standard delivery pressure (factor for altit~e and . 

metering pressure). V~re speCifically, the number of ;hermal units 

to be billed would be the product of the metered Ccf times the 

billing factor, where the billing factor equals the Btu factor 

tfmes the factor for altitude and metering pressure. Proposed 

Rule No. 2(K), Conversion of Metered Volumes to Thermal Units, so 

provices and is set forth in Phase II Exhibit No. SoCo-l. 

The Btu factors cover a range of heating values· from 

905 Btu to 1204 Btu in 10 Btu stcps_ !he factors range from 
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0.910 for the 905-914 Btu step to 1.000 or unity for the 995 -

1004 Btu step to 1.060 for 1055-1064 step and to 1.200 for 

1195-1204 Btu step. The Btu factor for each Btu district will be 

determined monthly and a rate level overlap between various Btu 

bands is thus prevented. Such 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, 

Alt1tude Zone A -- Factor 1.000, to 6999 feet, Altitude Zone G -­

Factor .812. Nearly 5 percent of the 1.1 million general service 

customers are located in areas which fall in altitude zones 

other than A. 

By using the projected System average heating value for 

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

step calls for a 1.060 Btu factor, the thermal unit rates have 

been designed to produce the same revenue for each class of service 

as the 25-Btu step volumetric rates. !he design retains approxi­

mately the same relationships between rate schedules, rate blocks, 

and block rate levels as the 25-Btu step volumeeric rates. 

If for 1970 the System average heating value were to 

exceed 1064 Btu, the thermal unit rate design used would produce 

revenues in excess of the 25-Btu step volumetric rates·. A tariff 

provisio~ has been propose~, however, to provide an adjustment to 

assure the revenue equivalence sought. It provides that in 

cocverting metered volumes to thermal units under proposed Rule 

No. 2(K) the average heating value of deliveries, as deeermined 
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monthly for each Btu district, shall first be reduced by the number 

of Btu by which the weighted average heating value of the gas 

supply of Southern California Gas Company and Southern Countias Gas 

Company of california, for tbe same period upon which the heating 

values for individual Btu di~tricts have been determined,exceeds 

1064 Btu. 

The thermal unit rates, as set forth in Phase II Exhibit 

No. SoCo-l, actually relate to rate levels made effective on March 

20, 1969 pursuant to Decision No. 75423 in Application No. 50714 

rather than present rate levels which include inereases, in part 

proviSional, authorized by Decision No. 76067 dated August 26, 

1959 in Application No. 51054. The changeover to thermal unic 

rates to be authorized hereinafter will be based on present rate 

levels and will be consistent with Decision No. 76067 ane the 

intrOductory portion of said exhibit. 

In going to thermal unit rates there would be some 

changes in charges between individual customers. For example, 

under the sch~dules for general service & slight increase 

in charges to customers served in areas below 1000 feet in 

elevation will result but is offset by the decrease to cust~rs 

served at the higher elevations. This and oth2r changes in 

charges which may occur are in the aggregate directed toward 

achieving the closer relationship sought between the heating 

value of the gas served and the rates eharg~d. 

It is the applicant's view that lO-Beu steps reflect the 

narrowest band of measurement consistent with tbe physical facts 

of its gas supply and distribution system. An ultimate goal of a 
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l-Btu step or actual therm rates does not appear reachable unt~l 

such time .as the average heating value in each Btu district ne~rly 

coincides with the average he~ting value of gas delivered to each 

customer within the Btu district. 

The Commission staff recommended ~t the 25-Btu step 

volumetric rates be replaced by thermal unit rates as proposed. 

None of the pa~ties to the proceeding oppose applicant's proposal. 

Wholesale Service 

From our concurrent decision in Phase II of Application 

No. 50713 filed by Southern California Gas Company we quote: 

liThe City of long Beach took the position that there 
should be made av~ilable ~der applicant's Schedule 
No. 0.60 heating value adjustments comparable in effect 
to those used for other classes of service. In view 
of the large gas deliveries to this customer, this 
position has the effect of raising the question of 
whether volumetric rates in Sc~edule No. G-60 shoule 
be replaced by therm rates. 

At this time, applicant opposes any change in the 
heating value eonsideration now provided in its Schedule 
No. G-60. Th~ San Diego Gas & Eleceric Company also 
opposes any such change if it 'Y1ow.d be carr~ed ove:: to 
SoCounti~s' Schedule No. G-60 in the interest of tariff 
uniformity. In applicant's view, concurr~d in by San 
Diego Gas & Electric Company as a wholesale customer 
of SoCounties, a ehange or :his nature is properly a 
ma~ter of negotiation u.~der the gas service agreement 
between custom'~r and supplier .. 

!he Commission s~ff did not have ~n opportunity to 
review in depth a possible cMngeove= from volumetric 
to thermal rates for resale service. We do not consider 
that the matter has been developed on this reeord 
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 ~xplored through negotiations baeween 
applicant and the City of Long Beaeh and between 
SoCounties and San Diego Gas & Electric Company. 
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Findings 

In any event, an adequate record should be developed 
on the matter in any subsequent rate proceeding. Surely, 
an appropriate basis can evolve so that 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." 

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 prov1de a more functional measure of natural gas service 

than volumetric units. 

2. In applicant"s thexma.l unit rate proposal, as set forth 

in Phase II Exhibit Nos. 50C0-l and 5000-8, several significant 

improvements are seen over the 2S-Btu step volumetric rates 

presently used: In each rate schedule numerous effective rates 

are replaced by a single set of rates expressed in cents per thermal 

unit, where a. thermal unit is nominally 100,000 Btu; 10-Btu steps 

replace 25-Btu steps; rate level overlaps in Btu bands are 

eliminated; gas volumes delivered to customers at standard delivery 

pressure are adjusted for altitude and metering pressure according 

to altitude zones. 

3. The illustrative thermal unit r.ates in Phase II Exhibit 

No. SoCo-l relate to rate levels made effective March 20, 1969 

pursuant to Decision No. 75428 in Application No. 50714. For 

the changeover to 1:hermal unit rates, such rates will be based on 

present rate levels and will be subjec1: to further provisional 

increases eonsisten1: with Decision No. 76067 da1:ed August 26, 

1969 in Application No. 51054. 
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4. For year 1970 ~he thermal unit rates will produce sub­

stantially the same revenue for each class of service as would 

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

of Btu district monthly average heating values is made as provided 

for in Phase II Exhibit No. SoCo-S. 

5. The design of the thermal unit rates retains approxfmat~ly 

the same relationships between rate schedules, rate blocks and 

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

6. Some changes in charges between individual customers will 

result in going to thermal unit rates. The changes reflect both 

increases and decreases. In the aggregate ~hey are directed toward 

achieving a closer relationship between the heating value of the 

gas served and the rates charged. 

7. Applicant's thermal unit rate proposal is reasonable. 

The increases or decreases in rates and charges authorized herein 

are justified, the rates and charges suthorized herein are 

reasonable, and the present rates and charges insofar as they 

differ from those herein prescribed are for the future unjust and 

unreasonable. 

8. It is desirable that applic4nt and San Diego Gas & 

Elec~ric Company undereake, as a part of negotiations 'under their 

gas service agreement, the task of developing an appropriate basis 

for converting Schedule No. G-60 to ~herm rates. !hat agreement 

is a~ all times subject to such changes or modifications as the 

Commission may, from t~e to time, direct in the exercise of its 

jurisdiction. Such conversion would be in keeping with Finding 

No. 1 above. 
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Based upon ~he foregoing findings th~ COmmission concludes 

that the Phase II por~1on of Applica~ion No. 50714 as it relates 

to tbermal unit rates should be gran~ed. 

ORDER .... _---
IT IS ORDERED tha~ Southern Counti~s Gas Company of 

California i~ au~horiz~d to file with ~l1is Commission on or after 

the effective date of ~his order revised tariff Schedules Nos. C-l 

through G-7 -- General Natural Gas Service, revised tariff Schedule 

No. G-20 ... - Multi-Family and Military Natural Cas Service, revised 

tariff Schedule No. G-40 .... Firm Industrial Na~ural Gas Service, 

revised ~ariff Schedule No. ~45 -- Gas Engine Natural Gas Service, 

revised tariff Schedule No. G-50 ... - Interruptible Natural Gas 

Service, revised tariff R.ule No.1, revised tariff Rule No.2, 

parts (J) ano (K), and revised tariff List of Contracts and Devia­

tions, eonsisten~ with Phase II Exhioits Nos. SoCo-l and SoOo-8 

and Finding No. 3 above. S~h filing shall comply with General 

Order No. 9G-A. !he effective date of the tariff shee~s thus 

r~vised shall be the first day of the month immediately following 

~he month in which the filing is made. The rcvised·schedules shall 

apply only to meter readings made on and after ~he effec~ive date 

thereof. 

!h~ effective date of ~his order shall be the da~e hereo~17 

Da.ted at Sa.n. Fra.ndaoo , California,this"·;2 3/}t)L 
day of ____ OE_C;;,,;;E_.;M.;;.,8;;:.,;ER.:.." __ , 1969. 

1)~" ~~~~~~ 
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APPE'®IX A 

LIST OF APPEARANCES IN PP..ASE II 

FOR APPLICANT 

K. 'R. Edsall and P. D(>'Mlis Kf>~a'l"l. 

FOR INTERESTED PARTIES 

R. E. WOodbU~, Ham W. St:ur~es:t .Jr., and William 
E. MAy, or Southe-rn cali ornia Edison Company; 
Roger Arnebergh, City Atto:=ney, by Charles E. 
Mattson, Deputy City Attorney; Chickering 6' 
Gregory by She't'tW.n Chicker-lng, c. ~den Ames 
and Donald J_ Richardson. Jr., for ~n Diego 
Gas & Electric Company; StAnley Jewell, for 
San Diego Gas & Electrie Company; Brobeck, 
Phleger & Har.rison by Gordon E. Davis and 
Robert N. Lo%' for Califon'lia Man\ifaeturers 
Association; ohn o. Russell, for Los Angeles 
Department of Water ~ Power; William L. Knecht, 
for California Fa:m Bureau Federation; Roy A. Wehe 
and Edward C. Wright, for City of Long Beach; 
CCftA1n James R. Pl~e, for Department of 
De ense; Robert w. ~sell and Manuel Kroman, for 
Department of PUblic Utilities and Transporeation, 
City of Los Angeles; Harold A. Lingle .nnd Leslie 
E. Still, Jr., Deputy City Attorneys, for City of 
Long Beae6; LOuis Possner, Bureau of Francbises 
and Publie Utilities, for City of Long Beach. 

FOR THE COMMISSION STAFF 

Se!81us r1 .. Bo1kan., Counsel., and Ha:rold T .. S1pe. 


