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Decision No. 77100 

BEFORE TEE PUBLIC Ul'ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
SOOTHERN COUNTIES GAS COMPANY OF ) 
CALIFORNIA for Authority: (a) to ) 
Increase Its Gas Rates to Offset l 
Higher Costs Occasioned by an 
Iucrease in the Rates of Suppliers 
of Out-of-State Gas to the Pacific ) 
Lighting Utility System, (0) to ) 
Continue the Advice Letter Procedure) 
for Tracking Increases in Purchased ) 
Gas Cost Based on Federal Power l 
COmmiSSion Dockets Nos. RP70-11 and 
RP70-l9, and (c) for a General 
Increase in Its Gas Rates. ) 

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

Application No. 51568 
(Filed December 19~ 1969) 

Phase I - - Parts (a) 3nd (l> ) 
Of Authority Sought 

As Set Forth in Title 

(Appearances are listed in Appendix A) 

OPINION IN PHASE I 

By concurrently filed Applications Nos. 51$68 and 51567 

Southe't'n Counties Gas Company of California (Soqo\ll1ties) and its 

affiliate, Southern California Gas Company (SoCal), see~ ~uthority . 

to increase their rates for gas service. 

These ~pplications have been consolidated for hearing 

and compauion decisions and the authorizations sought divided into 

two phases. In fh4Se I ap?licant and SoCal seek rate increases. 

to offset higher gas purchase costs. In Phase II they seek 

general inc%eases in rates. 

Six days of public hearing relating to- Phase I were held 

i~ Los Angeles before Examiner Mnin during th~ period of FebrualY 

24, 1970 1:hroug..;, March 4, 1970. Oral argument was presented 0:1 

March 6, 1970 and, upon its conclUSion, Phase I of these 

applications was taken under submiSSion. The hearing in Phase II 

CO'Cmences April S, 1970. 
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This decision applies to Phase I in the above entitled 

application in which phase the need for rate relief arises from 

Dockets No~. RP70-11 and RP70-19 before' the Federal Power Commission 

or,pC). In Phase I, Southern Counties Gas, Company of California 

thus requests: 

(1) Authority to increase its rates on April 13, 1970 so as 
1/ 

to yield $8,771,000 of ~dditional annual gross revenue based on 

test year 1970 in order to offset the increased cost of gas it 

purchases from El. Paso Natural Gas Company (E1Paso), the so-called 

El Paso basic iner~ase in Docket No. RP70-ll, and the related 

effect on the cost of California gas purchased from Pacific 

Lighting Service Company (PLSC). 

(2) Authority to further increase its rates on J'tlnC 16" 1970 
1/ 

so as to yield $9,174,000 of additional annual gross revenues basad 

on test year 1970 in order to offset the increased cost of gas 

purchased from PLSC attributable to the increased cost of gas from 

'l'ranswestern Pipeline Company ('Xrallswestern), the so-called 

'l'ranswestern b~sic incre~se in Docket No. RP70-19, and to the 

related effect on the cost of California gas. 

(3) Authority to continue an Advice tetter procedure, estab­

lished in relation to FPC Dockets Nos. RP69-20 and RP69-27 by 

Decision No. 76067 dated August 26,. 1969 in App.lication No'_, 51054) 

for tracking increases in purchased gas cost based on Dockets Nos. 

RPiO-ll and RP70-l9. 

(4) Approval of its method of calculating ar.d distributing 

possible refunds to its custo'tll~rs, which could result upon 

determination of just and reasonable rates under Dockets Nos. 

RP70-11 and RP70-19. 

1/ Based on Exhibits Nos. 21, 23 and 26. 
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Docket No. RP?O-ll 
$ 

On October 13, 1969 E1 Paso filed wieh FPC in Docket 

No. RP70-ll a notice of its intention to ine~ease its.~Rtes by up 

to 4 .. 42¢ per Mef above the level effective on·September 17,1969. 

Of this total increase, 3 .. l6¢ per Mef is based on claimed increases 

in costs other than purchased gas (El Paso basic increase), and the 

remaining 1 .. 26¢ per Mcf is attributable to the est~t'ed maximum 

increase 1n the cost of Zl Paso's purchased gas to December 31, 

1970 (Zl Paso tracking increases). 

By order issued November 12, 1969 in this docket, FPC 

suspended £1. Paso's basic rate increase until Aprill3, 1970 on 

which date Sl Paso has the right to increase its rates above the 

then ef~ect1ve level by 3.lS¢ per Mef. Specifically, on that date, 

the rates and charges for gas applicant purchases under El rase's 

Schedule G can be increased AS shown below . 

EffectIve 
12-25-69 

Demand Charge $ 3.092 
Commodity Charge 22.02¢ 

.£l Paso Rates per Mcf 
Effective 
4-13-70 

Incre.s.se 

$ 3.755 $0.663)3.16¢ @100% 
23.00¢* O.98¢)I.oadFactor 

*Exclusive of any tracking, increases filed in FPC Docket 
No. RP69-20 which become effective after 12-25-69 .. 

The November 12, 1969 order authorized El Paso· to further 

increase its rates on short notice from time to time as necessary to 

:'eflee't increases in its cost of purchased gas up to an additional 

1.26¢ per Mcf. This authorization is effective for the periodA?ril 

13, 1970 to December 31, 1970.. An overlap- of up to O. 70eper Y~f 

of El Paso tracking- 1ncreases~ however) exists under authoriza~ions 
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in Dockets Nos. RP69-20 and RP70-1l. In the former docket Zl Paso 

is authorized to continue its tracking only until April 13-,. 1970 ano 
to the extent amounts within the overlap are made effective in . 
Docket No. RPS9-20, the tracking available in Docket No. RP70-l1 is 

reduced eommens~ately. 

Docket No. RP70-19_ 

On Dec~r 1 .. 1969 Transwcstern filed with FPC in Doc-ket 

No. RP70-l9 a notice of its intention to increase its rates for 

sales made to PLSC by up to ll¢ per Mcf above the level to become 

effective on December 25,. 1959. Of this total increase, 6.92¢ per 

Mcf is bas~d on claimed increases in cost other than purchased gas 

(transwestern basic increase), and the remaining4.0S¢ per Mcf is 

a~tributable to the estimated maximum increase in Transwestern's 

cost of purchased gas through Dece~ber 31, 1970 (Trarun~estern 

track~ng increases). 

By order issued January 13, 1970 in this docket, FPC 

suspended !ranswesternts basic rate increase until June 16, 1970, on 

which date Transwestern has the right to increase its rates above 

the then effective level by 6.92¢ per Mcf. Specifically, the rates 

and charges for gas PLSC purchases under !ranswe-'stern' s CDQ-l rate 

can be increased as shown below. 

Demand Charge 
Coz::modi ty Charge 

meetive 
12-25-69-

lO.75¢ 
2l.33¢ 

Transwestern R~tes per Mcf 
Effect"1ve Increase 
6-16-70. 

16.00¢ S.25¢)6-.9·Z¢@lOO% 
23.00¢* 1.67¢)Load Factor 

*Exclusive of any ~racking increases filed in FPC 
Docket No. ~~9-2i which become effective after 
12-25-69. 
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!he January 1>, 1970, order authorized Transwestern to 

further increase its rates on short notice from time t~ time as 

necessary to reflect increases of cost of purchased' gas up to, an 

additional 4.08e per Mcf. This authorization is effective for 

the period June 16, 1970, to December 31, 1970. In amount it 

reflects an overlap of the full 4.08¢ per Mcf with authoriza­

tions granted by FPC in Docket No. RP69-27. Any amount tracked 

in Docket No. RP69-27 from January 1, 1970, to June 1&, 1970, 

will reduce the amount of tracking that can take' place in Docket 

No. ,RP70-l1, so that the total will not exceed 4.0~ per Mcf. 

The increases in gas costs to applicant and its affil­

iates as result of Dockets Nos. RP70-l1 and RP70-19 'are continger.t 

increases subject to possible reductions and refunds·dcpendiDg 

on rate levels ulttmately found to be just and reasonable by FPC. 

Inereased costs of out-of-state gas as result of Dockets 

Nos. RP70-ll and RP70-19 also directly affect the cost of 

Califo'.t'nia-sourcc gas which PLSC purchases from producers under 

long-ter.m contracts. Under such 10ng-eerm coneracts·the price 

paid by PLSC is determined by reference to the price paid by 

ap?licant and its affiliates for out-of-state gas received at the 

California border. 

PLSC renders resale natural gas service' to app~icant and 

SoCal, the distributing companies, under a cost of serVice tariff .. 

Summary of Eandngs 

For Phase I the staff sponsored Exhibit No. 15 which sets 

forth S1.l:!lmat'y of earnings for test year 1970 for applicant, 

SoCal .and PLSC separately and for the three companies 3S a group, 

sometimes designated herein as Pacif:L.c Lighting Utility System. 

These earnings sUlJ:l:llaries ~ together with ra~es of ret:urn~. found· 
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TABlEl 

SU1MARY OF EARNiNGS - 'fEST mAR 1970 

(.isswr.eo no increases in the prices for gas pUrc·ha~ed in year 1970 
and no federal incorr.e tax. sttrcharg6) 

: l • ~ - - - - --~--'----.. 
Item :SoQal Gas CQfl!PaJ'lZ:SoCounties GasCooPanY,·Paoific Lijghting Serviee:Paoific t.!ght1118 Ututt";· t 

Operating Revenue~ 
Gas Sales 
Other 

Total 

gperating Expenses 
Production 
Storage 
Transmission 
Distribution 
Custorr~r Accounts 
Sales 
Administrative & General 

Subtotal. 

Depreoiation 
Taxes 

Total Operating Kxp. 

llet ReveDuo 

Rato Base 

Rale of Roturn 

Zono of i~easonab1enes8 
Deoision No. 

• • ~. ogptu}y l . Sy~m # J 

(Dollars in Thousands) ----

~366,411 ~48,901 ~175,629 
4.172 975 ~_k~08<1,;;.;=--"_~_ 

370,58.3 249,876 177,717 
.~ 

~790,9/fl 
7.2~ 

798,17iJ 

202,312 155,699 1.5.5,126 .513,197. 
816 ,582 1,292 2,7~v 

4,919 5,981 3,324 i4,2~~ 
29 ,100 14,O/~. 43 ,11t1 
1.5,079 l!,643 .... 2),7;'2 
10,369 .5,695 .... 16,06~ 
25.821 14.191 2,5rl 1t2.61: 
2~$,5J6 ~4j$34 162,339 6.5.5,709 

18,561 10, .545 3,52$ 32 J 6J.t 
32.4S3 '16. Tn S.03~ 51 .. 292 

339,5$0 2)2,156 170,906 71P-,6JJ2 

jl"COJ 

41J9,2S6 

6.90% 
6.7b-6.96rp 

7.5429 

17,,720 

273,471 

6.4tt6 

6.U-6.86i 
7~42$ 

6,gu 

101,059 

6.74% 

55,534 

823,322 

6.74fi 

6. 70.-6. 9Cf!, 
76CU 

~ 



, 
" 

A. 515SS. - Stor 

to be within the zone of reasonableness in the 1969 rate proceedings 

have been reproduced in Table 1 on the preceding page. 

Increases in the prices for gas purchased in year 1970 and 

federal income tax sureharg~1 were excluded for the purpose of 

these earnings summaries. Thus they represent the staff's evalua­

tion of the earnings positions of applicant and its affiliates in 

test year 1970 on a basis which permits comparison with the zone 

of reasonableness found by the Commission in Decisions· Nos-.. 75428-, 

75429 and 7606S, and serve as a measure of whether or not the 

increases in rates sought in Phase I are justified. 

Inasmuch as the rates of return developed by the staff in 

these summaries fall within the zone of reasonableness previously 

found by the COmmiSSion, applicant and its affiliates forego 

conteseing in Phase I the staff's estimates of revenues, expenses 

and rate base and stipulate to these summaries of earnings for 

purposes of Phase I only. None of the parties took exception to 

the adoption of these earnings summaries for Phase I. 

As can be seen from Table I, applicant's rate of return 

of 6.48 percen~ in test year 1970,ass'lJIlling no increases in the cost 

of gas it purchases in 1970, falls below rates of return of 6,.66, to 

5.86 pe:cent which we found to be within the zone of reasonableness 

in Decision No. 75428·, dated March 18, 1969 ~ in Application 

No. 50714. Accordingly we are of the view that applicant's earnings 

position should not be allowed to deteriorate through the impendit:.g. 

substantial increases in purchased gas costs in 1970. In 

2/Recou?Cd by a billing factor as l'::'ovided for in applicant's rate 
schedules. 
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Decision l'To. 76067 dated August 26, 1969, in Application No. 51054 

we viewed applicant's earnings position similarly in relation to 

further l.nl:reases in purchased gas costs in 1969., 

Reven~e Rcgoirements 

In Tables 2 through 6 which follow, the revenue require­

ment or gross revenue increases needed to offset gas cost increases, 

are shown as developed on the basis used by applicant" on the staff 

basis. and on the adopted basis. Differences arise under the three 

bases. only in the treatment: of increases in cos.t of California gas-. 

california gas and its level of cost considered reasonable in test 

year 1970 for rate-fixing purposes will be discussed hereinafter. 

Table 2 ap~lies to the E1 Paso basic increase in Docket 

No. RP70-11, which becomes effective April 13, 1970. The adopted 

annual required revenue offset based on test year 1970 amounts to 

$S,5~9,000 and is $192,000 lower than applicant's estimate. A 

comparison with the staff estima::e would be more appropriate in 

connection with Table 5 inasmuch as the staff tre.:ltment of increases 

1:.'1 California-source gas applies to all El Paso and Transwestern 

basic and tracking increases in Dockets Nos. RP70 ... 11 and RP70-l9 

collectively. 

" , 
r 
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TABLE 2 

Cost of Gas Increases and Required Revenue Offset ~esulting From 
H1 Paso Basic Increase in Docket NQ, RP 10·11 

Test Year 1970 

Sxste~ Total Increases 
Gas 

Cost of Gas Increases Purchases Staff 

-fl2Cf ~/Kcf M$ 

HI Paso 513,981 3.16 18,156 
Transwestern 273.452 

Total Out of State 841,439 2.14 18,156 

California Gas, 
LQng Term - Annual 15,666 .31 ~8 

• Monthly 114,885 1.61 1,918 
Peaking & Emergency 16,205 1,52 246 
Other 29,381 

Total California 176,1)1 1.~o6 2,222 
Total Gas Purchases l,Q23,576 1,99 20,318 

Effect of Cost of Cas Increases 

PLS ~nerease to SoCal ~ SoCes 
Tetal SQCal & SeCos Gas CQst: Increase 
Total ~~venue Required tQ Qffset Increase in Cost of Qas 
Net Increase in Exchang~ ~~venue due tQ Higher Border Prices 
GrQ$s R~venue Incr~ase8 Heeded t~ Offset Gas ~oSt Increases 

2 TQtal Sales - H cf 

-.WHeant 

siNe.!. .1!i 
3.16 18,156 
~ 

2.14 18,156 

2.13 334 
1.28 1,416 
1.24 202 
~ 

1.14 2,012 
' 1.97 20,168 

Averag~ Rate Iner~as~ Required to Qff~et 
El-Paso Basio CQsf;. Increase flUef , •• , •...••••.••• , ••.•• , •.•....••. , .••.•••••. 

(n~~ Figure) 

System 
!otal __ 

M~ 

18,156 
-

18,156 

1,476 
202 

1,618 
19,834 

19.836 
20,154 

(84) 
20,~7Q 

1JO~2~992 

1.9t?¢ 

A~~te_d_!!.l£!.~<!!lS.~ _______ 

PLS Soesl SoCos 

ttL- ,," .....!~ ~-
10,412 1,144 . -
10,412 1,i44 

1,476 
20~ I 

~ 0\ 

1,678 --- -- I 

1,618 10,4l2 7,144 

(1,,680) 944 136 
11,356 8,4S0 
11,538 8,616 

(47) ° (37) 
!! 1.49 1 ° ° 8,579 --

574,4;JO 448J~~2 

2.00¢ 1.91¢ 
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TABLE l 

Cost of Gas Increases and Required Revenuo Offset Resulting FrO'Jl 
t(~nSve6torn Basic Increase 

In Docket No. RP 70~19 
~est Year 1970 

S~stem Iota! Increases 

Cost of Gas Increases 

E1 Paso 
Transwestern 

Total Out of State 

California Gas: 
Long Term ·,Annval 

- Konth1y 
Peaking 6 E~ergency 
Other 

Gas 
Purchases 

H
2
cf 

573,987 
273.452 
841,439 

15,666 
114,885 
16,20) 
29,381 

176,131 Total Califoroia 
Total Gas Purchases l,()23,516 

Effect of Cost of Gas Increase 

~~ Increase to SoCal ~ SoCos 

Staff 

¢/Kcf H$ 

6 .. 92 18 1939 
2.23 18,939 

(29) --
(,Q2) (29) 
1,85 18,91Q 

Total soeal & SoCcs Gas Cost Increase 
To~al ~eve~u~ Requh:edtQQffset In¢r~ases i~ Cost of Cas 
Net Incr~a8e in Exchange' ~eVen1.,le c;h!u.~ tQHigh~r i$orc:!er Price~ 
GrQss ~even1.,le Increases Needed tQ C)ff~et Gas·CQ~t Increases 

Total Sales - K2~f 

A2~Ueant 

e/Mcf K$ 

6.92 18a939 
2.23 18,939 

2,26 354 
1.34 1,546 
1.3Q 210 

(29) 

1.18 2,081 
2.05 21,020 

Avcrag~Rate Increase Required t9 QffsetTranswestcrn . 
Basic Gas CQst Increase - I/MQf •••• f ••• , ••••. , •• ; ; ••••••••• , • f ••••••••••• , ••••• . . 

(&ed Figure) 

. ~ -

System 
Total 

.1fL 

18 1939 
18,939 

1,546 
210 
(~9) 

-
1,721 

20,666 

20,681 
21,018 

(11) 
20,941. . 

1,0~~,992 

'2.()~~ 

Adollted Increases 

PLS SoCal S~ 

~ J.J' • J'iL 

18193~ 
18,939 

1,546 , 
210 0 

(29) 
. r-C 

I 

1,727 
20,666 

(20,687) 1l.86~ ~J~22 
ll,~Q5 EJ,822 
12,0$5 

(43) 
8,96) 

(34) 
U,~12 8~929 

574,430 448,562 

~.O?¢ 1.99¢ 
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Cost of Gas Increases and Required Rev~nue Offset Resulting From 
El PasQ Tracl:ing IncTease in Docket No. RP 10-11 

Cost of Gas Inct'ea~!.! 

El Paso 
Transwestern 

Total Out of State 

California Gas 
Long Te~ - Annual 

- Monthly 
Peaking ~ ~met'gency 
Qther 

Total CalifOlnia 
Total Gas Purchases 

Gas 
Put'(:heses 

2 
M cf 

~73, 981 
273.452 
847,439 

15,666 
114,Sg5 
16,205 
~.lll.. 

176,137 
1,</23,576 

Effect of Cost of Gas Inc~ 

PLS Increase to SQCal ~ ~oCQs 
Total SoCal & SOC09 Gas CQst Incr~asa 

. ~Year 1910 

System Totel Increascs ___ 

Staff 

~/Mcf .11$ 

1.26 7,232 
-

0.85 7,232 

.71 7,232 

Ae2l!cant 

¢/Mcf ~ 

1.26 7,232 
~ 

0.85 1,232 

.83 130 

.50 $14 

.48 18 
- -

-:-44 --;-§2 
.18 8,014 

Total Revenue Required tq Qffset Increase in CQst of Qas 
Net ~ncr~a8e in E~change Revenue ~ue to Higher Border Prices 
Groes Revenue Increase Needed to Offset Qas ~Qst Increas~8 

2 Total Sales - K ef 
Av~rage Rate Incrca8~ R~q\,Jfr(!d tQ Qffset 

. E1-Iaro Tracking Gas Cost lricreas~ ~ I/MQf , ••••••••••••••••• , •• , • , •. , •.•.•••••• 

(R~d F~g\lt;e) 

_._.,..A.1.QP.te~,..~!2i!~~ ...... _~_ 
System 
:rotal PLS [£Qat SoC,,-! 

H$ ~ .!L _~ 

1,232 

7,232 

514 
18 

6$2 
7,884 

7,885 
8,Ql1 

(29) 
7,9~2 

l,Q22,'92 

Q.7~ 

514 
78 . 

m-
6$2 

«(;53) 

4,063 

4,063 

4,063 

367 
4,43Q 
4,501 

(16) 
4,4~~ 

---
514,430 . 

O. ~8¢. 

3,169 
-

3;169 

3,169 

286 
~,455 
3,')1Q 

(13) 
3.491 

448,562 

Q.78¢ 

• .-l 
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TAIlLE 5 

Cost of Gas Increases and Requi~ed R~wen~e Offset Resulting Pron 
Transveatern Tracking Increase 

In Docket No. RP 70~l9 
Test Year 1970 

Syst~m Tot61 Incre88~ 
Gas 

~ ___ Adop!!.d_~£!..~~, __ _ 
System 
Tot81 Cost of Gas Increases 

E1 Paso 
Transwestern 

Total Out of State 

California Gas, 
Long term - Annual 

- HQnthly 
P~aking & Emergency 
Other 

Total California 
Total Gas purchases 

Purchases 
}f2ct 

513,987 
~731452 
647,439 

l5,~66 
114,88$ 

16,21)5 
29,381 

176,U7 
1,OU,S76 

Effect of Cost of Gas Increase 

PLS Incr~ase to Soeal & SoCos 
Total SQCal ~ SoCos ~a8 CQst Increase 

Staff 

S/Kc..! K$ 

4.08 11 1 1S7 
D2 11,157 

('12) 

{.Q4} (72) 
l.Q8 11,Q85 

Total ~evenve ~equtred ~Q Qffset Increases in COS~ of Gas 
Net Increa~e in Ex~hange Revenue Due to Higher Bo~der Prices 
GrQ$s ~evenue Increa8~ needed to Qffset ~BS C08~ ~n~reases 

2 Total Sales - K ~f 

-..APPlicant 
¢/Mcf ..!!L 

4.08 11 2151 
1.32 11,lS1 

1.33 20~ 
0.19 911 
0.77 124 

(72) 

0.66 1,171 
1.20 12,328 

Average Rate Increas.e Requ1.r ed to Offset Transwostern . 
Tracking Gas ·Cost Incrcas~ - t/Mef ••••• ' .', ......... ~ .•. t' ••••••••••• , •••••••••• 

(Red Figure) 

~ 

11,151 
11,1$7 

911 
124 
('12) 

963 
12,120 

12,132 
12,:)26 

(~5) 
12,281 

1,022,992 

1.20¢ 

PLS 
}{$ --.-. 

11,1S7 
11,157 

911 
124 
('i2) 

9~3 
12,120 

(l2,~32) 

§~~a 1 Sq,£o,! 

.J'L. .JJ~_ 

6,81~ 5,316 
6,816 5,316 
6,925 5,401 
.. (25) (20) 

6,9QO ~f'81 ---
574,430 448,5~2 

1.209 1.209 
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TABLE 6 

Cost of Gas Increases and Requir~d R~venue Qffse\ Resulting From 
All £1 Paso. and Transvestern Increases Including Basic and Tracking 

In Docket Nos, RP 10-11 ~ RP 70-19 
Test '{eat 1970 

SIstem Total Increa~ 
Gas 

Purchases Staff Applicant 
2 

Cost of Gas Increases 

E1 Paso 
Transtlestern 

Total Out of State 

California Gas: 
Long Te~ - Annual 

- Monthly 
Peaking ~ Emergency 
Qther 

Ii cf 

$13,981 
273 1452 
847,439 

15,~66 
114,885 
16,205 
29.381 

176,137 Total California 
Total Gas Purchases 1,023,576 

Effect of Cost of Gas Increase 

PLS In¢reases to 59Ca1 ~ SoCos 
T<.>ttJl 89Gal £. SQCOS Ga8~o8t; Increase 

2/Hcf 11$ 

4.42 25.388 
11.01 30.096 
fi.55 ~5,484 

.31 58 
1.61 1,918 
1.52 246 

(10I~ 
1.2Q 2:,121 
~,63 57,605 

TQta1 Revenu~ ~equire~ to' Offset Increases in CoSt of Gas 
N~t lncrease in E~change ~~v~n~e D~e ~Q Highe~ ~qr~er PrLc~8 
GrQss Revenue Increas~s Need~4 to. Qffs~~ Ga~ ~ost Increases 
Total Sales - M2cf . . 

9/Hcf 

4.42 
11.01 
6.55 

6.55 
3.92 
3.79 

3.43 
6.00 

Average Rate Increase ~eq~lred 1;0 Offset; ~ll El P~80 and Transvest;ern 
. Gas' (;ost ~ncrea8~.- elMef 

(Red Figure) 

-1!! 
25,388 
3°1 096 
55,484 

1,()26 
4,507 

614 
{10I} 

6,046 
61,530 

Adopted Pr~~~~~ve Increases ____ 
t»,stcm 

_'tCltal PLS SoCal SO~09_ 

_liL 
25,.368 
30,096 
~5t484 

4,507 
614 

--<!Ot) 
5,Q2Q 

60,~04 

60 J S40 
61,509 

23~ 
61 1 214 

.1!L 

30.996 
JO,096 

4,507 
614 

--11OU 
S,02Q 

3~, 116 

(35!152) 

.J1i-
14,475 

14,47S 

----
14.47~ 

19,99~ 
34,461. 
3:;,019 

131 
-241 888 

m 
10,91) 

10,913 

10,913 

15,16Q 
26,Qn 
26,490 

104 
26;386 

1,022,992 :;74.430 448.~62 
c 

5.99¢ 6.07¢ 5.88¢ 
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Table 3 apP'lies to the Transwestern basic increase in 

Docket No. RP70-19, which becomes effective June 16·, 1970. The 

adopted annual required revenue offset for applic3nt based on test 

year 1970 amounts to $8,929,000 and is $245,000 lower than applicant's 

estimate .. 

Table 4 applies to the El Paso tracking increases in 

Docket No. RP70-l1 which can become effective from time to time on 

short notice in the period April 13, 1970, to December 31, 1970. 

The annual required revenue offset based on test year 1970 could 

reach $3,497,OOO~ which is $62,000 lower than applicant's estimate. 

There is no assurance, however, th~t any such tracking. f1110gs by 

El Paso will actually occur and the adopted figure thus represents 

the ceiling up to which applicant may track cost of gas, inereases 

based ou actual El Paso tracking increases in said docket under an 

Advice Letter procedure to be provided hereinafter. 

Table 5 z.pplies to prospective 'Iranswestern tracking 

increases in Docket No. RP70-l9. !he adopted annual r~quired 

revenue offset for applicant based on test year 1970 could' reach 

$5)381,000, an amount $93,000 lower than applicant's: estimate. The 

adopted figure reflects the maximum potential of tracking inereases 

in Docket No. RP70-l9, and the:efore,represents the ceiling up t~ 

which for said docket applicant may apply the Advice Letter procedure 

for tracktng rate increases to be provided hereinafter. 

In Table 6 the results of Tables 2 through 5 are summarized 

~d show that on the adopted basis the total required annual revenue 

offset for applieaxl%: ba.sed on test year 1970 reaches $26, 386~ coe" 
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if the ma..'ti.m.um potential of tracking inereases' actually occurs· as 

rate filings. This compares with an estimate by applicant of 

$26~97S~OOO. 

California Gas 

The substantial differences in Table 6- between estimates by 

applicant and by st~ff totalling $3~925~OOO for cost of gas tncreases 

of Pacific Lighting Utility System arise from the trea'tment given 

increases in cost of California-source gas.. This brings us to the 

major contested issue in. Phase I~ What is the reasonable cost of this 

gas ~n test year 1970 for rate-fixing purposes? At the ~enter of 

controversy are the costs of California produced gas to PLSC re­

sulting from border pricing provisions of long term contracts for 

basic gas and from such pricing provisions of contracts for peaking 

gas. 

Our concern is with test year 1970~ but some background 

concerning past actions taken by the Commission on cost of California­

source ga.s for rate-fixing purposes provide perspective.. Also ~ some 

earlier Commission decisions were the subject of considerable testi­

mony and argtJment in this proceeding. 

Starting with the 1960 rate cases of SoCal (58 CAL PUC 57) 

and SoCounties (58 CAL PUC 27) ~ we note that purchases. of California­

Sou:ee gas were made from producers by both distributing. companies 

:mel by P.l.cific Lighting Gas Supply Company ~ now PLSC~ under then 

recently negotiated long term contracts with border pricing provisions. 

these pricing prOvisions resulted in a unit price incre~se with~ the 

t:est: ye.l.-:: ending June 30~ 1961~ and~ with. respect to the purchases 

fro~ California produce~s by the distributing companies, the 

Commission adopted as reasonable for the test year, and the test year 

only ~ :he costs which resulted from the pricins provi.S:L01lS ccn:.aincd 

in the gas pureb.a~ contracts. 
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In the 1962 rate ease, of Pa,c,ifi,~, ~~~;~, ~p:~Y, 
" '." •• ".~ ,'," J • 

Company (59 CAL PUC 610) the Commission adopt.4~sobstantial 
• ,_I ". ' 

downward adjustments to applicant's gas c:osts, ;'co:nsi.st~t. ~th 

finding "that the long-term contracts and -applic.ant ',s po:liey of 

favoring California produced gas, even when'vol'Umes 0'£ lower 

priced out-of-state gas are available, combine t~ increase the . , 

estimated cose of applicant's gas in the test year." The 

Commissio~ made a number of further findings including: 

HIe was imprudent and noe consistent with the public: 
interest for applicane to undertake to bind ieself 
eo pay a price for gas beginning January 1, 1962 
which jumped from 29 cents per Mef to 34.47 cents per 
Mc:f, or by a 5.47 cents per Mcf, without any demon­
strated increases in ehe producers' cost of producing 
the gas and without any other reasonable economic 
justification." and "It was imprudent and not consis­
tent with the public interest for applicant to tie 
the price of California produced gas to a formula 
precluding applicant from effectively bargaining 
with California producers in the future as conditions 
and cirC'\.1mstances change." and "The border price 
formula for California produced gas is unreasonable 
in that such price changes as would occur thereunder 
would not be within the control of either applicant 
or this Commission but would be the result of tariffs 
filed in another jurisdiction by corporations 
operating in other states, based on factors and 
conditions prevailing in other states, and applicable 
to gas produced in a state other than California." 

In Decision No. 75428, dat:ed March 18" 1969, in Application 

No. 50714 and in Decision No. 76067, dated August 2&, 1969', in 

Application No. 51054, the Commission adopted as reasonable for test 

year 1969 gas costs for the Pacific Lighting Utility System which 

included substantial increases in the cost of California produced 

gas resulting from border pricing provisions in the long-term 

contracts with Czllifornia producers. In test year 1969, and for 

that matter for the past several years, nearly all supplies of 

basic gas available to the Pacific Lighting Utility Systen have 

been taken. 
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In test year 1970 all available supplies of basic gas 

~dll continue to be used to 8 high level and the load factor 

of purchases of out-of-state gaa supplies will approach 100 

percent. Moreover, it may be difficult to maintain the recent 

level of service to large interrupti'ble customers, notwithstanding 

substantial short-term supplies which are to be acquired from 

Pacific Gas and Electric Company (PGSE). The g~eral gas supply 

situation is such that at the present time the two out-of-state 

suppliers of the Pacific Lighting Utility System are not offering 

to serve the System with ~y added long-term increments of gas 

supply .. 

Over recent years the volumes of gas purcr..as64 by PLSC 

from Southern California sources have shown a slight declining 

trend. In test year 1970 four-fifths of the gas to- be purchased 

under the long-term contracts will be casinghead gas and the balance 

gaswell gas. Most of the casinghead gas is obtained at the tailgate 

of processing plants and is of satisfactory quality and pressure to, 

be taken into ehe Pacif:ic Lighting Utility System. The estimated 

weighted average heating value of califoxm.a-souree gas is 1084 Btu 

and compares favorably with an estimated weighted average of all 

Paci£ic Lighting Utility System sources of below about 10G5 Btu. 

!he long-term contracts between PLSC and California gas. 

produc:ers bsve a normal term. of 35 years and commit to PLSC the 

producers' primary gas supply within certsin a.reas, whether known 

at the time of execution of the contracts or thereafter discovered. 

Such prl.inuy gas supply excludes gas retained by the producer for 

his own use, either as fuel or feed stock in- the producing field)~ 

in his refinery, or in his or an affiliate t s petrochem!.cal or other 
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industrial facility. In this connection exchange serviee~ limited 

1:0 one-half the gas offered for receipt into the syst:em and. subject 

to curtailment to serve finn customer requirements, is provided. 

The contracts do not provide for any specific quantity of ,gas to be 

delivered by the producers in any given yea.r, but all volumes; offered 

by the producers are take:l. 

Since the Commission rendered its Decision No. 63706 

(59 CAL PUC 610 supra), PLSC has renegotia.ted nearly 90 percent by 

voluxne of the gas purchased under the long-term contracts." The 

border pricing provisions of the renegotiated long-te~contracts 

provide for the application of a "monthly" border price formula 

which contrasts with an "annualfl formula in use for the rem.a:i.ni:cg , 

origi~-type long-ter.m contracts. Both formulas, utilize the 

weighted average price per Mcf of out-of-state gas purchased by 

applicant or its affiliates at the Califorr..ia-Arizona border ~ using 

100 percent loa.d factor and 14.73 pounds per square inch absolute 

pressure at GOo Fahrenheit temperature. 

The "monthlyU formula provides for redetermination of the 

bo::-der price on the first of the month next following. that in which 
" 

change in the tariff rates for volumes of out-of-state gas occurs. ' 

If such change is teneative in that it has not been made finally 

effective by the Federal Power Commission, then only GO pe:cent of ", 

the change is used. in computing the new border price. At such time 

as this change is fully adjudicated and made finally effective by 

the Fe~eral POwer Commission, then a subsequent ~ecomputation of 

the border prices made not only to reflect a new tariff rate but " 

also to adjust for the monies p~id d~-i~ the period when 60:pcr~ent 

of the change was applicable to the end ~hat during such pcriolj, the 

California producer will have bee':1 paid ehe rate as finally 

adjudicated. 
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The rraunual" formula provides that the border price is 

computed January 1st of each year and reflects the tariff ra~es and 

vol~es in effect on that day. In reeognJ.tion of the fact ~h&.t 

there could be a delay between the time that an increase tariff rate 

being subject to refund is first collected and the final determin­

ation by the Federal Power Commission of a fair and reasonable rate, 

there was built into the annual border price formula a delay factor 

such that if an increase subject to refund went into effect durin~ 

the last six months of the year, then such increase would not be used 

in the computation of the border price on the subsequent January 1st. 

Thus if such an increase were first colleceed;'subject to- refund, 

on July 1st it would, not, be used in co~putation of the border price 

until 18 months 1atc:r on January 1st. 

In test year 1970 approxtmately 1060 billion c~bic feet 

of gas is est~te~ to be purchased by applicant and its affiliates 

from all sources. Of this total nearly 165 billion cubic feet or 

15.5 percent is estimated to be California-source' gas.. For the 

test year the relative sMx'es of these supplies by sources and their 

un!.t costs are: 
.. 

Test Yeer 1970 (Including. Tracking) 

S~.,plier or Source 

n Paso 

'I'ranswestern 

PG&Z 

Federal offshore 

califoruia-Sou:rcc Gas: 

%·0£ Total 
Purchases 

54.2 

25.8-

3.4 

1.,1 

Long term ccntracts-Annual Formula 1.5 
toOlg term contracts-Monthly F~rm't.lla 10.& 
Peak~ contracts-Border Price 

Rela.ted 1.3 
All other California Gas 1.9 

*Reflect i~creases outside test year. 

-l9-

Unit Cos: 
tz./Mcf ~IM2B~u· 

36.62 34 .. 45 

43.10 41.$2 
, . 

35-~l& 32.38 

27.00 24.91 

38-.70* 35.70* 
34.77 32.08 

42.54 39.24 
30.62 28-.25 
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The adjusted unit cos~for test year 1970 recommended by 

the staff are: 

California-Sow=ce Gas: 

Long term contracts-Annual Formula 
Long tertl1. contracts-Monthly Formula 
Peaking contracts-Border Price 

Related 

¢/Mc£ 

32.52 
32.52 

39.79 

¢/M2Btu 

30.00 
30.00 

36.71 

These are the adjusted costs which result tn the difference of 

$3,925,000 between estimates by applicant and by staff pOinted out 

at the outset of the discussion concerning California gas. 

Approximate prices paid in 1969 by other buyers of 

California-produced gas are: 

Supplier Purchaser ~LM2Btu 

Atlantic Richfield So. Calif. Edison 32.51* 

calif. 

Signal 

Various 

State Lands Comm. Long Beach Municipal 
27.05** Gas Department 

Long Beach Municipal 
30.14** Gas Department 

PG&E 30.00 

*For assured volumes delivered at Edison's Mandalay 
Plant. Estfmated unit cost for 1970 (including 
tracking) 38.00 ¢/M2Btu related to border price. 

**Indirectly related to border price. , 

Applicant and its affiliates contend that by any value 

standard the estimated prices for 1970 under its contracts with 

California producers are reasonable, that PLSC's expenditures under 

the contracts are prudent, that long term contracts with border 

prictng provisions are in keeping with reasonable and practicable 

value concepts and that they represent the best means of procuring 

the lltlregul.G.ted California prO<iuced gas in the cirC'tJlllst.mcos 

confronting the Pacific Lighting Utility System. 
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!be staff maintains that there is no direet relationship 

between the border price and the reasonable price of Californta~ 

source gas and that other considerations also affect the value of 

California-source gas. The staff witness recommends that a unit 

cost of 30 cents per M2Btu, as shown ~ an above tabulation, be used 

for basic purchases for the type of gas purchased under long term 

contracts. This is equivalent to 32.52¢ per Mef for basie pu:chases 

and 39.79¢ per Mef for pe~king gas now related to the border price. 

His recommended basic unit cost represents a judgment determination 

which took into consideration the border price, the obligat!o'C. 

placed on pu:chasers or suppliers conc,erning. requirements relative 

to delive:y of gas, the gathering and processing requirements, the 

location of delivel.'"Y points and the Gelivery pressures. Decis~otlS 

Nos. 63706, 75429, 76068· and 76746 (supra:) and the history and level 

of prices for california gas were taken into consideration ~s well. 

The Ci~ies of Los &'"'l8eles .:l:c.d San Diego support the 

position of the Com::o.1ssiou's staff ou California-source gas cost. 

Tbe cal~~ornia Gas Prod~cers Association and the california 

Farm Bureau Fede:atio~ suppor~ ehe position of applicant and its 

affiliates _ The Californ.ia Ma:n:u:f~ctu:rers Association and San Diego 

Gas and Electric Company stress that the C.:lliforn:i.a gas to be 

purchased under long terc. eon:racts us~ng the annual border price 

f~rmula will not undergo ~':l.y increases in price relating. to i:PC 

l)(XOk~~$ Nos. RP'7Q-ll a:nd.. R?7v-19- within the test year 1970. 
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Based on the evidence we find that preferential takes of 

California-source gas do not have an unreasonable impact on gas 

costs of the Pacific Lighting Utility System in test year 1970 

and that the actual prices to be reached in 1970 for California­

source gas purchased by PLSC do not yield an tmre~onable cost of 

this gas for test year 1970~ Such prices. exclude increases which 

result under the long term contracts using the "annual" border 

priee fO:tm.'Ula from FPC Dockets Nos. R.P70-1l and RP70-l9" as those 

increases cacnot occur during the test year. Further, the "cnnual" 

border price formula continues to be subject to many of the same 

infirtnities as found by the Cotmllission in Decision.No. 63706 

(59 ~ PUC 610). the cost of California gas~ exclusive of 

?urchases from PG&E, to PLSC adopted as reasonable forte~t year 

1970 (Including Tracking) amounts to $60,211,000 and includes 

cos~ of gas increases of $5,020,000 resulting, as shown in 

Tables 2 through 6~ from FPC Dockets Nos. RP70-l1 and RP70-19. 

This shou.ld not be cons trued, however, in any way as a fi':lding 

of reasonableness for rate-fixing purposes of the pricing 

provisions contained in PLSC r s California-source gas purcha.se 

contracts, or as to the reason.3.bleness of prefercnti3.l takes of 

such gas, except for the test year. 

'!he long-t:erm. contracts with border pric:tn& provisions . 
have come about under complex conditions of gas procurement. 

Elements of the procurement problem include competition for gas 

supplies in ~he absence of price r~sulation o£ produe~r sales 
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3/ 
and gas system economics of serving interruptibla loads.- Tl1e 

contracts remain controversial, especia~ly with the advent of the 

so-called "tracking increases" and the repeated filings for basic 

increases, and the burden· of proof of reasonableness. of the cost· 

of gas will continue to rest, and properly so, upon applicant .snd 

its affiliates ... 

Advice Letter Procedure 

To provide applicant with timely rate relief· responsive 

to tracking increases filed in Dockets Nos. RP70-ll and RP70-19 

by El Paso and Transwestern, an advice letter procedure .. similar 

to the one established in Decision No. 76067 supra, will' be 

authorized by our order herein. This advice letter procedure 

must conform to the following requirements: 

1. Compliance with General Order No. 96-A exc~,t 
Section VI, Procedure in Filing Increased Rates .. 

2. Advice letter filings not to be made more 
frequently than at 15-dayintcrvals. 

3. Notice period for each advice letter filing not eo 
be less than 15 days. (If any filing is technically 
defective, a new filing should be made and be sub­
ject to a new period of not less than 15 days.) 

3/ Findings by the C01llmission in Case No. 7132, Commission !nvesti­
§ation of Natural Gas in California (60PUC 648, 649), include: 
'17. The Supreme Court of this State has held that, absent 
proof of dedication to the public use or the enactment by the 
Legislature of appropriate legislation, a producer of natural 
gas in California may not be directly regulated by this 
Commission. 18. The direct regula~ion of sales of California­
producecl natural gas for resale and of sales for industrial use~ 
~cept those sales of natural gas to be t:S,~d for the production 
or gathering of hydrocarbon substances, will make more effective 
the regulation and supervision by this Commission of gas corpor­
atio~ and any other public utility selli~g) t=anspor:ing~ 
transm!. tting or: consuming noJ:tural gas. 19. The Con:o.ission' s 
present rate-maki:lg ?Owers o,,"er gas distribl.!ting utilities do 
not supply the total solution to the p=oblc~ f~cir.g this 
COmmission in its attem?t to ?rotect the public from unjust 
and unreasooable costs of California-produced natural gas." 

-23-



, 
A-S1S68 - NN/ds * 

4. Advice letter filings to be served on all appearauces 
in this proceeding except 3pplicant, its affili&tes 
and the Commission s.taff .. 

Revised rates made effective under this advice letter 

pro<:edure must conform. to the following requirements: 

1. Adjustments in applicant's rates limited to those 
occasioned by rate changes, up to a net trackinz 
increase of l.26¢ per Mcf, filed by El Pas~ on 
or before December 3l, 1970, based on FPC Docket 
No. RP70-l1, or by rate changes, up to a net 
tracking increase of 4.0S¢ per Mcf, filed by 
Transwestern on or before December 3l, 1970, based 
on FPC Docket No. RP70-l9. 

2.. Such adjustments to be consistent with the adopted 
increases set forth in Tables 4 and 5 herein and with 
A?pendixD to this decision and to be distributed to 
rate schedules serving the various customer classes 
in accordance with the rate spread .ldop·ted hereinafter .. 

3... Revised rates. r~sulting from such adjustments to' be­
come effective for service on or after the date· the 
change in El Paso's or Transwestern's rate becomes 
effective or 15 days after filing, whichever is later .. 

Spread of Rate Increases 

The remaining contested issue is the spread of the 

required increases in gross revenues in Phase I ~mong the classes 

of service. Applicant and the COmmission staff propose slightly 

different rate spreads but both are derived from the s.preads found 

fair and reasonable for increases in gross revenues to offset 

the effect of increased purchased gas costs for test year 1969 

in Decision Nos. 75428 and 76067) supra. The City of San Diego,) 

S:ln Diego Gas & Electric Company, The California Manufacturers 

AsSOCiation, Union Carbide Corporation sod California Farm 

Bureau Federation urge a uniform percentage increase of revenue 

basis which would maintain the present revenue relationship 

between customer groups. The City of 1.05 Angeles suppo:'ts the, 

rate spread proposals of the CommiSSion staff;, as docs tb,c 

Southern California Edison Company in addition to supporting 
those of applicant. 
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For Phase I it is clear that the indicated and reasonable 

course is to follow closely the basis of the spreads authorized in 

the decisions cited. Accordingly we find the following spread of 

increases to applicant's classes of service to be just' and 

reasonable in Phase I. 

Classes of Serviee 

General Service 
Firm Industrial 

Subtotal 
Gas ~ne 
Regular Interruptible 
Stm .. Elect. 
Wholesale 

Total 
Weighted Average 

Basic Increases 

Authorized Revenue Authorized Revenue 
Increase related to Increase re14t~d to 
4-13-70 El Paso 6-16-70 Transwestern 

Basic Increase Basic Increase 
M$ e/Mef 11$ ¢/Mcf 

4 J 552 3 .. 15 4 J 73l 3.27 
389 3.15 404 3 .. 27 

4 J 94l 3.15 5,135- 3.27 
31 1.91 33 1.99'. 

945 1.91 984 1.99 
1,003 .653· 1,049 .68:> 
1,659 1.91 1,728 1.99' - -e,S79 8,929 

1.91 1.99 

Tracking Increases 

For revised rates to be made effective under the Advice Letter 

Procedure, to be authorized hereinafter) relating to Zl Paso and 

Transwestern tracking increases in Dockets Nos. RP70-11 and RP70-19, 

the authorized rate spread consists of assigning the system average 

increase in terms of cents per Mcf of total gas sales to theg~s 

eo.gine~ regular interruptible and wholeS31e classifications, 

one-third of such system average increase to the steam elec·tric 

classification and the remaining portion of the increase in 

revenue re<luirements to the general and firm :lndustrial classi­

fications in, direct proportion to thcil'!ir test year sales volumes ~ 
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In authorizing the portion of the above tabulat:ed spread 

of increases related to the Transwestern basic increase~ the Com­

mission has considered, in the light of the June 16, 1970, effective 

date, the concern expressed by the Commission staff and some of the 

other parties to the proceeding with respect to basing the spread 

of this further increase on the record in Phase I. We would point 

out that if the record as developed in Phase II warrants and permits, 

a further order to issue on a tfmely basis which would modify the 

spread of increases related to the Transwestern basic increase, the 

Commission can be responsive to such a development. 

Contingent Offset Charges 

Ap~licant's existing tariff provisions covering contingent 

offset charges provide for the full flow through of poss.ible rate 

reductions and/or refunds under certain dockets still pending final 

determination by FPC. 

The rates to be authorized by our order herein include, as 

additional contingent offset charges, the increas.es rel~ted to' the 

April 13, 1970, El P~so basic increase in Docket No. RP70-l1 and to 

the June 16, 1970, Transwestern basic increase in Docket No,. RP70~19'. 

The necessa%)1 additions to the cont:tngent offset charges under the 

special conditions of applicant's rate schedules are set forth in. 

Appendix B and Appendix C of this decision. 

To the extent applicant files revised rate schedules under 

the special Advice tetter Proeedureset forth hereinabove, our order 

~"ill require applicant to include under the special cor..d1t~ons of 

its rate schedules, as part of :he contingent offset ch~rges related 

to FPC Dockets Nos. RP70-1l and RP70-19~ the ra:e increases pl~ced 

in effect in .:tccord.ouce w:r,tl'l r.h::z.t procedure. 
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Findings 

1. For purposes of Phase I applicant's. earnings position 

based on test year 1970, exclusive of the effect of impending 

gas eost increases, is at the 6.48 percent rate o.f return level. 

2. Applic~t purchases its gas supplies from El Paso and' 

from PLSC. PLSC purehases its gas supplies prtmarily from 

Transwestern and from california gas producers. PLSC renders 

resale natural gas service to its distributing: company affiliates.,. 

SoCounties and SoCal. 

3. In accordance with FPC orders in Dockets Nos. RP70-11 and 

RP70-19 issued on NOvember 12, 1969) and January 13, 1~70, respec­
tively, 

a. On April 13, 1970, El Paso C3Xl; increase' its rates above 

the then effective level by 3.16¢ per Mef, as the so-called basic 

increase, in Docket No. RP70-ll; on June 16, 1970, 'rranswestern 

can inerease its r.sotes above the then effective level by 6.9·2¢ 

per Mc£, as the so-called basic increase, in Docket No. RP70-19. 

b. In addition, El Paso may further increase its rates 

during the period April 13, 1970, through December 3:l, 1970, in 

Docket No. RP70-11 from time to time as necessary to· reflect 

increases of cost of purchased gas up to .son additional 1.26¢ 

?e= Mcf. Similarly, Transwestern may further increase its rates 

during the period June 16, 1970, through December 31, 1970, in 

Docket No. RP70-19 from time to time as necessary to reflect 

inereases of cost of purcbased gas up to an additional 4.08¢ 

per Mef. These are the .so-called tracking increases. • 

". 

. . 
! 

. ' 
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4. To maintain a 6.48 percent rate of return additional 

~ual gross revenues based on test year 1970 are required by 

applicant to offset the increases in gas cost occas1on~d by rate 

filings in FPC Dockets Nos. RP70-ll and RP70-19. 

a. The required revenue offset resulting from the April 

13,1970 El Paso basic increase in 'Docket No. RP70-11amounts to 

$S,579~OOO and represents the sum of an increase in the: cost of gas 

purchased from El Paso of $7,744,000, the related increases in the 

cost of California source gas of $735',000 :and an allowa.nce of 

$137,000 for increases in franchise requirements and uncollectibles 

less a related increase in exchange revenues of $37,OOO~ 

b. !he required revenue offset resulting from the ~une 

IS, 1970 Transwestern basic increase in Docket No. RP70-19 amounts 

to $8>929,000 and represents the sum of increases through PLSC's 

cost of service tariff of lr~swestern gas cost increases of 

$8,056,000 and the related increases in the cost of California 

source gas of $757,000 plus an allowance of $150,000 for increases 

in franchise requirements and uncollectibles less related incrc.lses 

in ~~chan8e revenues of $34,000 

5. If El Paso and Transwestern further increase their rates 

on and after April 13, 1970 and on and after J'une 16, 1970,. 

respectively, until December 31, 1970 as provided for in the above 

referred to FPC orders in Dockets Nos. RP70-1l and RP70-l9', 

applicant will need additional revenues to offset the effect of the 

resulting i1l.cr~se~ in th~ COst .of purchased gas. 
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a. As shown herein in Table 4 under the adopted increases,. 

n Pa.so's rates may increase by up to an additional l .. 26¢ per Mcf 

and applicant's annual gross r~ven'tle requirement IIlay correspond-

ingly increase by up to $3,497,000. 

b. As shown hereir:. in Table 5 under adopted increases, 

Transwestern's rates may increase by up to an additional 4.08¢ per 

Mcf and applicant's annual gross revenue requirement may corres­

pondingly increase by up to $5·,381,000. 

6. Applicant's rate of return of 6.48 percent in test year 

1970 aSSuming. no increases in cost of the gas it purchases in 1970 

falls below rates of return of 6.66· percent to 6.86 percent which 

the Commission found to be within the zone of reasonableness in 

Decision No. 75428 dated March 1S, 1969 in Ap~11cation No. 50714. 

Accordingly applicant should have an opportunity to maintain its 

p=esent earnings position and to do so requires increases in its 

rates for gas service to yield additional groSS revenues' consistent 

with Findings 4 and 5 above. 

7. To make available to applicant timely rate relief' in' , 
, 

relation to tracking rate increases filed in Dockets Nos. RP70-11 
I and RP70-19, authority is warranted for applicant's accomplishing,. 

by filings under the Advice Letter Procedure set forth in this: 

deCision, rate increases to offset the effect of such increases'by 

Zl Paso and Transwestern filed on or before December 31, 1970 •. ' 

8. The authorized increases in rates specified in Append:ix B­

to this decision represent a fair and reasonable spread of the 

au~horiz.ad increase in gross revenues of $S).s79,OOO~ as theoffsc't 

of :he effect of ~he April 13, 1970 El Paso basic increase in 

Docket No. RP70-11, to the various classes of service. 
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9. The authorized increases in rates specified in Appendix C 

to this decision represent a fair and reasonable spre~d of the 

authorized increase in gross revenues of $8,929,000, as the offset 

of the effect of the Jwe 16, 1970 Transwestern basic increase :10 

Docket No. RP70-19, to the various classes of service. 

10. For such revised rates as may be made effective :,under the 

Advice Letter hoc~dure referred to in Finding, 7 above and ,relating 

to Sl Paso and Transwestern trackins rate increases in Dockets Nos. 

RP70-11 and RP70-19, a fair at'1:d =easonable spread of increases in 

gross revenues to the various classes of service will result by 

assisni~ the system average increase in terms of cents perMef of 

total system gas sales of 1,022,992 Mef to the sas engine, regular 

interruptible and wholesale classifications, one-third of such 

system average increase to the steam electric classification and 
I 

the remaining portion of the increase in'revenue requirements to: 

the general and firm industrial classifications in direct proportion 

to their test year sales volumes. 

11. The additions to applicantrs present tariff provisions' 

covering contingent offset charges and related refunds, as specifiecl 

in Appendix It. and Appendix C to this deCision, are proper, fair a~d 

reasonable .. 

12. To the extent applicant files revised rates under ~he 

Advice tetter Procedure referred to in Finding 7 above', app1icsnt 

should include under the special conditions of· its rate schedule~, 

as part of ~he contingent offset cholrgcs related to- FPC Dockets 

Nos. RP70-11 and RP70-l9, the rJlt'c ::rnCl.·~"'R~'; p.l:t.c<Xl in effect in , 

accordanc~ wi~h th~~ procedure. 
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13. The.increases in rates and charges authorizedherefnare 

justified. The rates and charges authorized herein are reasOMole 

and the present rates and charges in so far as they differ from 

those prescribed are for the future unjust and unreasonable. 

Conclusion 

Based on the foregoing findings, the Cotlmliss:ton conclude's 

ihat the ~uthority sought by applicant in Phase I of of this pro- . 

ceeding should be granted to the extent, and under the conditions, 

set forth in the order which follows. 

!he Commission has just been made aware that El Paso· bas 

filed revised rates at lower levels to become effective on April 13" 

1970. Applicant will therefore file rates at a slightly reduced; 

level from. those rates hereinafter set forth in Appendix :S' ... 

ORDER __ 4IIIIIiI .... -. 

IT IS ORDERED that: 

1. Southern Counties Gas Company of Cs.lif'ornia is authorized 

to file with this Commission on or after the effective date of this 
" , 

i 

orde: revised tariff schedules with changes i.-c rates, charges a.nd:, 
\ ,. 

conditions as set forth in Appendix B attached hereto, modified as 
, . 

heretoabove described. Such filing shall comply with General Order 
i-

No. 96-A. The effective date of the revised schedules shall be the 
, ' , 

~te the increased El Paso rates corresponding to the April li,. 1970 

basic increase in FPC Doek~t No. ~70-11, lawfully, are allowed to 

I 

/' 

1 
\ 

~ , 
I 

I 
go into effect by the Federal Power Commission or one day after ~he' 

~te of filing., whichever is later. The revised scbed';.11es sh~li: 

apply only to sern.cc rer.dercd on or~:fter the cfiectivc cla.te tb,¢reof. 

2. Applicant is authorized to file with this Commission ,on or' 

after the effective date of this order revised tariff 'schedules. with 

eh3nges in rates, charges and conditions as set forth-in AppendixC 

attaChed hereto. SuCh filing shall comply with General O~der 
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NO. 96-A. The effective date of the revised schedules shall be 

the date the increased Transwesterc. rate$ corresponding to the 

June 16, 1970, basic increase in FPC Docket No .. RP70-19', lawfully, 

are allowed to go into effect by the Federal Power Commission or 

five days after the date of filing, whichever is later.. The revised 

schedules shall apply only to service rendered on or after the 

effective date thereof. 

3. Applicant is also authorized to file with this Commission 

such revised tariff schedules with ehtl.nges in rates, charges and 

conditions as result through applicant's following the Advice 

tetter Procedure and Finding 12 set forth in the opinion portion 

of t,his decision. R.evised rate schedules filed pursuant to this 

authority shall become effective a.s provided for within the 

procedure. 

4. In the event applicant pl.9.ces tbc revised tttriff 

schedules referred to in paragraphs 1, 2 or 3 in effect, 

a. Applicant's plan for determining refunds shall be 

consistent with its pertinent tariff provision, shall be submitted 

to this Commission prior to making refunds, and specific Commission 

approval shall be obtained for the plan at that time. 
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b. If rates are ordered reduced under Federal Power Commis-

sion Dockets Nos. RP70-11 or RP70-19, applicant. shall file its 

proposed plan, for rate reduction consistent with its pertinent 

tariff provision, for final determination and authorization by 

this COmmission. 

this 

The effective date of this order shall be the date hereof. 
Dated at _____ ... Sc....-.._F.ran __ ~ ______ , Cali.fornia, 

/L lG day of ____ AP_R_IL __ 

-33-
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. APPEN.03"X A 

List of Appearances 

FOR APPLICANT 

John Ormasa,. K. 'R. Edsall, C. Robere Salter,. and 
RUfUS W .. MCKlnneI~ for Southern California Gas 
Company, SOuthern Counties Gas Company of 
California~ Pacific Lighting Service Company. 

FOR INTERESTED PARTIES 

Chickering & Gregory by Sherman Chickering, ~ 
~deu A1:tJ.es and Donald J. RichCirdson, Jr., for 

Diego Gas & Electric Company; Stanley Jewell, 
Esq., Vice President and General Attorney, for 
San Diego Gas & Electric Company; Rollin E. 
Woodbury, Harry W. Sturges, Jr., William E. Marx, 
and William Seaman, for SOuthern CaliIornia Earson 
Company; Roger Arnebergh, City Atcorney, b)1 
Charles E. Mattson, Deputy City Attorney, for 
city of Los Angeles; A. H. Driscoll, Assistant 
City Attorney, and J. o. Russell, for City of 
Los Angeles, Department of Water & ]?owe,:; ~ 
~Witt, City Attorney, and Curtis M. F1tzpatrick, 
hiet Deputy City Attorney, for City of San Diego; 

Captain James Ple,$e, Attorney at law, for 
Department of Defense and other interested 
federal agencies; John J. O'Connor, Attorney at 
law, for City of Glendale; Stuart R. Foutz, 
Attorney at law, for Southwest DiviSion, Naval 
Facilities Engi~eering Command; J. K. Stanners, 
for Thatcher Glass Company, Divis ion 0·£ Dart 
Industries~ Inc.; K. L. Parker, Attorney at law, 
for City of Glendale; Brobeck, Phleger & Harrison 
by Gordon ZoO Davis, for California Manufacturers 
Assoeiation; Robert W. Russell, Chicf Engineer & 
General Manager, tor Department of Public Utilities & 
'Iransportction, City of Los Angele,$; J. Randolph 
Elliott. Attorney at law, for Cnlifornia portl~nd 
Cement Company; Renry F. Lippi~t7 2nd~ for Cal~­
fOrni~ Gas Producers ASSoc1ation; Louis Possner, 
Cbief Engineer-Secretary, Bureau ot Franch~ses 
and Public Utilities, for City of Long Besch; 
Edward C. Wright, Gas Engineer, Long Beach Gas· 
Department, for City of long Bcach; Harold A. Lingle, 
Deputy City Attorney, for City of Long Beach; L. L. 
Bendinger, General Manager, Long Beach Gas Depart­
ment, tor City of Long Beach; Roy A. Wehe, Consult­
ing Engineer, for City of tong :Beach; Robert F .. 
Smith~ Line Production, Union Carbide, :or Union 
carSfdc Corp.; H. Gar7 Jeffries, Deputy City Attor­
ney, for City ot ~asaaena~ Water & Power Department; 
'Kenneth H. Lounsberry;, for City of San Diego; 
wil1~m L. Knecht, tor California Farm Bureau Fed­
eration; Walte~ CoO Leist, for Union Carbide Corp. 

FOR THE COMMISSION STAFF 

Elinore c. Mo~an and G.ery L. Hall ~ Counsel,. Bruno A. 
Davis and vmond E. Heytens. 
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APPEND IX. :a 

The base and effective rates maybe changed as set forth 

in this appendix. The base ~ therm~ thermal unit and Million BTU 

rates may be increased for the schedules Shown below fn the amounts 

indicated. 

Schedule Nos. 

G-l through G-7, G-20, G--40 

G-45,. G-SO 

G-52 

G-S4 

G-55 

0-58 

G-60 

Amount of Increase 

O .. 298i/TU*· 

O.lSOi/TU 

O.lSOt/'rberm 

O.676r/./Mcf 

O.0515~/'I'herm 

O.615~/Million BTU 
$0. 625G/Mef 

~he contingent offset charges for each of the above 

schedules .are to be changed to include m:nounts' as shown above related 

to increases in cost of g~s from El Paso Natural Gas Company and 

Pacific Lighting Service Company as a result of FPC Docket No. 

RP70-1l. 

The surcharge proviSions in the Preliminary Statemeutand 

in the schedules are to be changed to reflect the revenue increase 

provided herein. 

The provisions for refunds of contingent offset charges tn 

each of the above schedules are to be changed to include refunds 

received from El Paso Natural Gas Company and Pacific Lighting 

Service Company as related to F.P .C. Docl<ct No,. Rl?70-11. 

* Tnen:.a.l Unit 
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APPENDIX C 

The base and effective rates may be changed as set forth 

in this appendix. '!he base~ therm~ thermal 1Jl1it .snd Million,BTU 

rates T:D:3.y be increased for the schedules shown below in .. the 3mounts 

indicated. 

Schedule Nos. 

G-l through G-7~ G-20, G-40 

G-45~ G-50 

G-52 

G-S4 

G-55 

G-58 

G-60 

Amount of Increase 

O.309f,/TU*· 

O.lS8~/TU 

O.l87~/Therm 

O.7074t/./Mcf' 

O.0643¢:/'Xberm 

O.643i/M1llionBTU 

$0. 652<£/Mcf 

The contingent offset charges for each of the above 

schedules are to be changed to include amounts as shown above related 

to increases in cost of gas from Trans'Wcstern Pipeline Company and 

Pacific Lighting Service Company as a result of FPC Docket No. 

RP70-19. 

The surcharge provisions fn the Preliminary Statement and 

in the schedules are to be changed to reflect: the revenue-increase 

provided herein. 

The provisions for refunds of contingent offset charges 

in each of the above schedules are to be changed to include refunds 

received from Pacific Ligh-l::t:c.g Service Company as related to 

F.P.C. Docket No. RP70-1S. 
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APPENDIX D 

Development of Rate Increases 
To Offset Gas Cost Tracking Increases 
Pursuant to the Authority Granted 
In Paragraph 3 of this Decision 

EL PASO NATURAL GAS COMPANY (Docket No .. RP70-ll) 

For each O.lOt/.Mcf increase fn El Paso rates for tracking, the 
following revenue increase is authorized: 

El Paso 

For 1.26f./Mcf l:I'.taX. 

For 0 .10~/Mcf - - .... .. - - - ~ 
For O.lO¢/Mef 

So. Cos. Gas 

M$3,497 

~l$. 277.54 
~ -- - - - .. - - - ~ - -'- - -

O.062t/Mcf 

TRANSWESTERN PIPELINE COMPANY (Docket No. RP70-l9) 

For eaCh O.lOe/Mcf increase in Transwestern rates for tracking> 
the following revenue increase is authorized: 

-, '. 

Transwestern 

For 4.08~t.Mcf y~. 

For O.lOi./Mcf 

So. Cos. Gas. 

M$5,3S1 

M$ 131 .. 89 - - - - - - - - - - - - - - - - - - - - - - - - - -
:For O.lO~/Mcf O .. 02ge/Mcf 

.' 


