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SOUIHERN CALIFORNIA GA4AS COMPANY for
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Provision in Its Texiffs orx to
lmplement gn Enlarged Advice Letter
Procedure for Reflecting in Its
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(c) For Acthority to Modify the
Sexvice eements Ucder Schedules
G-58, G=554 and G-61; and (&) Foxr
Authorzty to Counsol xdane and Othexr~
wise Modify Certain of Its Tariff
Schedules.

(List of Appearances in Appendix 4)

By the shove~entitled applicacfon, Southern California Gas
Company {SeCel) seeks authority for 2 gemeral increase in its ges
rates zhove existing rates by $64,243,000 amnually. This zegquested
increase in gross revenues is based upon its summary of cqrqg:se for
test year 1972 appended as Exhibit G to the application. Eowever,
during the course of hearings, certain changes were madc by cpplicant
ic its estimated operational results waich have the ef?cct of loweriag
the acdditional revenue *equxrement sponsored by applxcant to approxi-
mately $58.7 million. 4 rate of retuwrn of 8.5 percentlks veing sought
which comparés with the 7.75 pezcent rate of rerurn upon whick :a:es 
were set In SoCel's last gemeral rate proceeding based on a71970jtest
yeax. '
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In this application SoCal also requests:

(1) Autbhority to incorporate in its tariff schedules a purchased
gas adjustment provision or, in the alternative, to adjust its rates
by an expanded Advice Letter Procedure to offset any change in the
cost of purchased gas attributable to changes in the rates charged
to SoCal by its suppliers.

(2) Authority to comsolidate and otherwise modify its taxriff
schedules.

(3) The Commission to exercise its continuing jurisdiction
over cextain service agrecments and pursuant to that jurisdiction
order certain modifications of the service agreements umder Schedules:
G-58, G-58A and G-61. «

In Application No. 52445, an earlier application consoli-
dated for further hearing with Application No. 52696, Socal seeks
authority to imclude in its tariff schedules a provision to relate
charges for firm general service to deviations of recorded tempera-
tures from average temperatures. Our decision concerning Application
No. 52445 is being issued concurrently.

Public Hearing

After due notice, hearings on Application No. 52696 and
further hearings on Application No. 52445 began on Cctober 27, 1971.
A total of 31 days of public hearings were' held in Los Angeles
before Commissioner Sturgeon and Examiner Main over a period extending
through February 28, 1972, during which time all parties and the

general public were given an opportunity to present testimony and :
evidence. :
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SoCal and its affiliate, Pacific Lighting Service
Company (PLS Co), through witnesses, prescnted testimony and exhibits
in support of its requests. The Commission's staff presemted its
evaluation of such requests through a comprehensive direct case.
In addition, parties to the proceeding who spomsored evidence or
participated in cross-examination include: San Diego Gas & Electric
Company (SDGSE), Southern Califormia Edison Company (SCE), City of
Los Angeles, Imperial Irxigationm District, Califormia Manufacturers
Association (CMA), General Services Administration (GSA), amd cities.
of Burbank, Glendale and Pasadena.

On February 28, 1972, these matters were submitted for
decision subject to the f£iling of Exhibit 81 on oxr before Maxch 8,

1872, opering briefs on April 5, 1972 and *eply briefs on Apxil 20
1972,

Anplicant's Position

Applicant states that it has sustained many cost increases
not reflected in rates set in its last gemeral rate proceeding _
(Decisions Nos. 77975 and 77976 dated November 24, 1970 ia Appl*catlons
Nos. 51567 and 51568), significant increases having been experienced
in wages, employee benefits and other costs of doing business as a
result of continuing pressure of inflation. Applicant contends that
vithout an ircrease in rates to incorporate such increcase in costs,
its earnings would declime to a level where corporate credit would be
Impaired, the quality of service to the public would be threaténed,
and the investors in its securities would be irreparably damaged;_
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Inasmuch as applicant’s costs are directly affected by its
closely affiliated inter-relatiom with PLS Co, the operations and
costs of doing businmess of that company form a part of SoCal's basic
showing in this application. To protect the financial integrity of
gpplicant and its affiliate, PLS Co, hereinafter sometimes refexred
to as the Pacific Lighting Utility System {PLU System), applicant
Tepresents that an 8.50 percent rate of retwrn on the PLU‘System
rate base is needed,

Applicant Surther contends that additiomal authority to
offset gas cost changes is necessary in order to protect the
PLU System <rom adverse economic impact associcted with the rapid
aé significant chenges in purchased gas costs applicant estimates
will occur in the future. This aspect of the relief sought by the
epplicant can be accompiished cither by the implementation of a
purchased gas adjustment provision in applicant’s taxiff ox by am
enlargement of its preseat Advice Letter Procedure. '

Applicact states that its centracts under Schedules G-58
and G-584 should be clarified with respect to thelr provisions for
deliveries of specific quantities to these customers consistent with
applicant's actual a2bility to deliver gas undexr supply shortage
conditions. Applicant also states that its contrest under Schedule
G-5L should be modified s¢ as to bring the level of service to SRG&E
electric generation plamts closely in line with the level of service
provided to its utility retail electric plant customers served under
its Schedule G-583. .

Finally, it is applicant's further position that it is
necessary to consolidate and otherwise modify certain of its tariff
s¢hedules if it is to comply with the Commission's directive in
Decision No. 77010 authorizing the merger of Southern Counties Ges
Company of Califormia (So Counties) into SoCal.
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Gas_Supplv Shortage

Since we issued our decision in SoCal's last genéfal rate
case near the end of 1970, there has been a clear emergence of a
cational gas supply shortage. This gas supply shortage, although it
15 more sevexe in other parts of the country, is having a significent
impact in Southerm Califormia. In turm, the gas supply shortage
affects tke facts and issues in this proceeding.

During mest ¢f£ the past decade the PLU System has been
able to comtract for increments of gas from out-of-state sources as
needed. The out-of-state suppliers have been able to obtain adequate
gas reserves to support the cextification of such increments by the
Federal Power Commission. Duriag most of this same time period,
Califorria gas supplies available to the PLU System remained at a
relatively high level. Since 1969, the situation has changed. New
contracts oxr certificates have not been obtained and the last new
out=-of~-state increment wnder comtract was received by SoCal in late
1971. The zvailability of Califormia gas has declined drastically.

As the result, a aumber of things have happened which are
reflected in this case. Fixst, with thic decline in supply there is
a corresponding decxmease in level of service to interruptibie
customers. To date the great impact of the decline of level of
sexvice has been upon the utility electric generation customers.

In addition, alemng with the decrease of supply there has been an
increase in the cost of zlternmate fuels for the interruptible
customers. There also has developed an imbalance in the level of
sexvice to the utility electric gemeration plants served at wetail .
2ad by a wholesale customer (SDGEE) of SoCal.
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Without new increments of gas it is now necessary to find
other means of preparing to meet the nceds of firm customers under
peak conditions along with other means of meeting seasonal load ,
equation. It also has become mecessary for the PLU Systetho partici-
pate in gas development activities to seek to meet the ﬁeeds of
customers in the future. As the result, there are a greater number
of issues in this proceeding thaun in the usual mejor rate case.

For convenience the issues raised in this proceediag wili
be discussed under subjects designated in center headings having the
following sequence:

A - Rate of Return
Results of Operation
Rate Spread
Parity Proposals and Curthi_memc Prloxrity System

Proposed G-58 Contract Revisions, Proposed
Couversion of Schedule G-61 to Therm Rates,
and Contingent Offset Charges

Proposed Purchased Gas Adjustment.Clause
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A - Rate of Return

A public utility is constxtutxonally-entxtled to an
opportunity to earnm a reasonable return on its investment which Is
lawfully devoted to the public use. Within this context, a fair
ard reasounable rate of retwn applied to an appropriately derived
rate base quantifies the earnings opportunity available to the
utility after recovery of operating expenses, depreciation zllowances
and taxes. In 2 similexr vein, the return or earnings oh.inwested .
capital provide for the interest payable by thevcompany‘on-its debt,
dividends on preferred stock, and earnings ou common equity.

Ltimately, the rate of return determination in this

proceceding must represent the exercise of informed and impartial‘
judgment by the Commission, which must necessarily give equal weight
to custcmer and investor interests in deciding what constitutes a
f2ir and reasounable rate of return. Such balanciag of interests is
directed toward providing customers with the lowest rates pract L09013¢
consistent with the protection of the utility's capaCity'to«fﬁnct;on
and progress in furnishing the public with satisfactory, efficient |
service and to maintain its finamcial integrity, attract capital on
reasonable terms ard compenscte its stockholdexrs appropriately for
the use of their momey. After considering all of the evidence, the
Comzmission comcludes that a rate of return of 8,0 percent is faix
and reasovable for applicant and its utility affiliate, Pacific
Lighting Service Company, comprising together the so-called Pacxf:c
Lighting Utility System (PLU Systex).

We will proceed now to a consideration of the‘evidence

wkich assisted vs in erxriving at the rate of return we Judge to be
faix and reasomable. \ -
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Testimony and exhibits concerming the fair rate of return
for PLU System were presented by Witness Jensen for applicant, who
recommends au 8.5 percent rate of return, Witness Scheibe of the
Commission's staff, who recommends a rate of return in a range of
7.65 to 7.95 percent, and Witness Kroman of the City of Los Angeles,
who recommends a rate of returm of 7.75 percent. In additiom,
applicant conteunds that if its eaxrmings stabilization rate proposal
(Application No. 52445) is not approved, a higher rate of return than
8.5 percent is warramted. But, couversely, the City of Los Angeles
contends that 2 rate of return of not more tham 7.5 percent would
be appropriate if that rate proposal is approved. The .staff's rate
of return witness takes the position that whatever action is taken
in this regard would be accommodated within his recommended range of
7.65 to 7.95 percent.

In their respective studies, the witnesses used different
capital ratios for the PLU System. Applicant's witness presented
two sets of year-end 1972 capitel ratios, one as estimated and the
other as adjusted to limit the debt ratioc to 50 percent. The staff
witness developed similar estimated year-end 1972 capital ratios.

The witness for the City of Los sngeles used the year-end 1970 capital
ratios adopted in Decision No. 77975. 1In the capital ratios employed
by applicant ond by the City of Los Angeles, all of the preferred
stock of the parent corporation, Pacific Lighting Corporatiom, is
imputed to the czpital structure of the PLU System. The staff
witness attributed approximately 80 percent of the preferred stock

of the parent to the PLU System. In tabular form the capitgl ratios
used in the several studies are: ' |
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Paeific Lighting Utility System
Capital Ratios

Year End 1972 Year End 1970
Applicant Stafzt L.A. City
Estimated Adjusted* Estimated (D-77975 Basis)
% % A

Long=~texm Debt : 46.2 45.6
Shoxt~-term Debt 3.8 4.4

Subtotal . 50.0 d 50.0

Preferred Stock 16.7 . 12.0
Common Equity 39.3 38.0

Total 100.0 100.0 _ 100.0
* Adjusted to limit debt to 50 percent, replacing short-term
debt financing in part by common eguity.
Witness Jensen for applicant provides data in Table 21 of

Exhibit 4 to calculate the earnings rate which would flow to common
stock equity for the PLU System at his recommended 8.5 percent rate
of return. Based on year-end 1972 estimated cost rates of 5.86 per-'
cent for long-term debt, 6.00 percent for short-term debt, and 4.83
percent for preferred stock, the resultzat earnings on common equity
is 13.39 pexcent with 53.0 percent debt and 36.3 percent common
equity iu the capital structure. This decreases to a 12.82 percent
return on common equity when debt is limited to 50 percent and the
common stock equity ratio increased to 39.3 percent as set forth
above in the adjusted capital structure. Under this adjustc& capital
structure times interest carned (fired chauges times earned)l
increases to 2.89 from the 2.72 which results under the estimated
(aediusted) yeaz~end 1972 capital structure. '

1/ Unless othexrwise specified, coverage ratios set Sorth in this
decision axre after taxes.
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In arriving at his rate of return recommendation, this
witness considered many factors such as system's size, capital
structure, costs of capital, growth potential, requirements for |
capital, iaterest coverage, effects of past inflationm, regulatory
lag, competition, comparative risks, economic conditions, and revenue
mix, as well es speclal factors concerning risks of the system
including the critical problem of obtaining additional gas supplies
and the deterioration of heating value of its gas supplies.

As en importamt support for this recommendation, the
witness xelies upon the test of earnings comparability., The compara-~
tive capital, earnings, and interest coverage ratios for his selected
groups of companies and the PLU System are summarized:

5
10 Largest .
1965-1969 Straight Natural Gas Pacific nghting
Average Electrie Distributors Utmlity;System*

CAPITAL RATIOS ~ Percenmt

Debt 52.0 51.3 4.3
Preferred Stock 7.9 1.3 13.1

Common Stock - 40.1 47.4 . "42}6
EARNINGS:RAIIOS - Pexcent S
Debt 4.15 4.50 44
Preferred Stock 4.54 | 4.76 . 4.84{
Common Stock 13.53 13.91 - 10.34
Total Capital 7.99 8.88 o 5399i 
Interest Coverage | , | :
Times Interest Zarmed 3.87 4,020 - 3.62

Times Interest
Earned (1970) 2.72 3.02

*Attributing Pacific Lighting Corporatmon prefer"ed stock
to the utility system. _
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The rate of returm witaess for the staff dozs not rely
primerily ou the comparable earnings approach but uses it as a guide.
For this purpose he used ter of the largest gas companies and ten of
the largest combination gas and electric companies. »

His recommended range in rate of return from 7.65 pexcent
to 7.95 percent reflects his judgmeat as to the needs and circum~
staances of the PLU System. Based on year-end 1972 estimated cost
rates of 5.82 perceat for long-term debt, 5.50 percemt for short-term
debt, aud &4.82 percent for preferred stock, his recommendation
provides a range of return on common equity f£rom 11.05 to 11.86 per-
cent with the 37 percent common equity ia the capital structure
which be used. - :

The witness for the City of Los Angeles recommendéd a rate
of return of 7.75 percemt, bssed primarily om an updating of the
7.75 percent xate of return upon which rates were set in Decision
No. 77975. His recommendation equates to anll.l6é percent returm omn
comxen equity undex capital ratios adopted in Decision No, 77975
but with cost factors of 5.86 percent for lomg~term debr, 6.09 pexcent
for short-term debt, and 4.83 percent for preferred stock. Such an
allowance om equity represents in his judgment a fair and reasonsble
smount based upon severzl analyses and considerations, including
(1) chxages im ecarnings in common equity of other groups of utilities;
{(2) returns on equity recently allowed by the Commission for other
najor utilities; (3) relative magnitude of prospective external
financing ond rate of growth in utility plant; (4) interest coverage
teends; {5) gains realized from rezcquired obonds; and (6) sﬁmilari:y
of risks with those zdvanced in the 1970 procecdings which led to
Decision Neo. 77975. |
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The prinmcipal presentations on rate of return and the
critiques in the record have been of assistance to the Commission in
naking an informed aad impartial judgment determination of the fair
rate of retwm of 8.0 percent for the PLU System. It appears desir=-
able, however, to exsmine the rate of return of 8.0 percent in light
of certain criteria and special circumstances set forth in paragraph
(d) of Sectiom 300.1$ of the Price Commission's regulatioms, 37
Federzl Register, pv. 5701 and 5702. Within said parageaph (4),
subperagraph (3)(iv) taken in conjunction with subparagraph (3)(v)
provides the following specific criteria and speclal circumstance
which bear upon 2 rate of retwrn allowable by the Price Commission
and, in twm, corroborate the level of rate of return we judge to be
fair and reasonable.

"(3){iv) The proiected rate of retwm on common equity
capital, after the price increzse has gone
iato effect will bBe no more than the projected
zate of return on commor cquity capital which
was granted to the utility by the last decision

of the regulatoxry agency applicable to that
utility . . .

"(2)(v){a)The pest and current ratios of the utility's:
debt capital to the sum of its debt and equity
capital and of the utility's fixed charges tc¢
its carnings available to pay those charges.”

In Decision No. 77975 dared November 24, 1970 in Application
No. 51567, we found a reasonable range of rate of return for the
PLU System to be 7.55 to 7.85 percent. Such a range of return, when
considered with the then cost of debt money of 5.46 percent and
preferred stock nmomey of 4.83 percent, was calculated to produce
returns on common Stock equity attributable to PLU System of 1l.42
percent to 11.55 percent, based om a capital strueture of 50 perceat
cebt, 12 percent preferred stock, and 38 percent common equity. Ra:és

for gas service were set in Decision No. 77975 to yield a 7 75 pe*cent
ate of return.
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4 comparative summary of the rate of earningS-dn capital,
as derived from Decision No. 77975 for test year 1970 and ac adopted
berein for test yeaxr 1972, follows:

Pacific Lighting Utility System
Rate of Zarnings on Capiteal

: Jest Year 1L9/( : LTest Year 19/2
:Capital: Cost : Return :Capital: Cost : Return
Ttem : Rations: Rates:Component: Ratios : Rates:Coxponent
Debt 50.6 5.46 2.72 50.0% 5.80% 2,90
Preferxred Stock 12.0 4.33 .58 10.7 4L.83 .52
Comxon Zquity 238.¢ 1.68  4.44 39.3 1l.65 4.58
Total 100.0 7.75 100.0 - 8.00
Tixmes Iacerest o , _
Earnedix 2.84 2.76

% Breakdown: Long=Term Debt Short=Term Dcbt

Capital Rzatios 46.2 3.8
Cost Rates 5.82 5.50

% Lpplicant's mortgage bords are Aa-rated; PLS Co's dcbt securities
(deventures) are A-rated.

Before lcaving this very important element of the rate-
a2iking process, we would observe that the rate of returm of 8.0 per-
cent for PLU System f£2lls within the rangs of returns\upoﬁ'which-
rates were set in the recent general rate proceedings of General
Telepaone Company of California, Southerm Califormia Edison Company -
and The Pacific Telephone & Telegraph Company. In Decision No. 79367
dated November 22, 1971, rates for General were set on an 8.3 percent
rate of return to yiecld common equity earnings of 11.3 percent and
approximate interest coverage of 2.4. Gemeral's related common
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equity ratio is 41 percent and its mortgage bouds are A-rated.
Rates for Edison were set in Decision No. 78802 dated Jure 15, 1971,
to yield a 7.9 perceat rete of returm. A4t this level Zdison's return
on common equity with a 37 percent common cq&ity-:atio-is about 11.¢9
pexcent and the interest coverage for its Aa-rated debt securities is
2.9, In Decision No. 78851 dated Jume 22, 1971, rates for Pacific
were set on a 7.85 pexcent rate of return to yicld common equity
carnings of 9.5 percent snd approximate interest coverage of 3.1.
Pacific's equity ratio is about 56 perceat and its debt sccurlties
carry an "p2a'" racing. :
From these ultimste results, we would further observe that
the computed rates of return of PLU System, General, Edison, and
Pacific, while not, of course, directly comparable zay more than the
companies themselves, are within the scope of a rarional patternm,
cze which reflects an inverse relationship of »eturn oun common equitly
with equity ratio, on the ome hand, ond of interest coversges nmoving
in the direction of security ratiags, oa the othexr. Similarly, there
is reasomable comsistemcy in the consumer burden, as indicated by the
conbined effect of rxeturn and income taxes, imposed by the several
levels of rate of return. 4And finally, in this context gas utilities
are less capital intensive than electric ox telepheme utilities but
kave potentizl for larger swings in earnings and, therefore, iess
earnings stability because of climatic results as between years. The
faix rate of return of 8.0 percent for PLU System encompasscs all
relevant comsiderations including such differemces.
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B - Results of Operation

Botk applicant and the staff of the Commission presented
results of operation of SoCal and of PLS Co for test year 1972.
Within this test year all elements of productivity for revenues,
including increzsing firm sszles and deciining Interruptible sales im
tke revenue “mix", customer growth and cfficiencies of size in
opexating expeunses nd facilities are reflected aucomatically, such
elements being inhezent to the process used to develop the estimated
operational results. ‘ B

Duxing the course of the proceeding, a numbexr of importamt
revisions were made by the applicant cud the staff In their respec =
tive estinates of revenues, expenses, net revenues, and rate base for
each company. Among others, such revisions imclude applicant‘s o
adopting certain staff adjustments for the purpose of expediting the
proceeding; the staff's roflecting the current 7.6 perxcenmt rate for
the California corporation and framchise tax and revised caleulatlions
concerning the investment tax credit and the asset depreciation range;
and both applicant's and the staff's elimirativg the PGEE souxrce
gas-’ znd reflecting an expanded gas development program in the test
year 1972 results. Their final test year 1972 results are set forth
ia Exhibits 79 and 81. | _

Cperational results of SoCal will be taken up now and those
of PLS Co will be set out at a iater poiat. Im Table 1 below the
compaxative results ¢f SoCal's cperation for test yeax 1972, as set
forth in Exhibits 7% and 81, are summarized and the operating results
we adopt for test year 1972 under “Present Rates' are showm. 'Present
Rates” are those which were on f£ile and effective in applicant’
tariffs otber than for resale as of April ¢, 1971 and exclude all
tracking increases which have occurred since that date.

2/ The PG&Z source gas is available only under a special one~yesx
contreet and is being sold under special contracts approved by tThe
Commission to ¢cexrtain utility electric gemeration customers outcide
the regular tariff schedules. The costs ¢of this gas substantially

offset the revenues, resulting in a minimal rate of returrn impact
of zbout .01 pexcent. :
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TABLE 1
SOUTEERN CALIFORNIA GAS COMPANY

Results of Operation Under
"Present Rates" ~ Test Year 1972

Ttem

% e de

Ttility

Utility .
Exceeds
Staff

-
-

.-
-

Operating Revenues

: Staff

Operation and Maintenance Expenses

Production
Storage
Trencmission
Distribution
Custover Accounts
Sales

Admin. & General

Total O & M Expenses
| Taxes '
Taxes Other Than Income
Fedexral Inconme
State Income
Total Taxes
Depreciation
Total Oper. Expenses
Affilinted Interest Adjustment
" Return
Rate Base
Workdng Cash
Remainder

Total Rate Base
Rate of Return

“15,06’3
l‘ 3“8
7,000

52,830
27,471
10,000
49,305

(Dollars in Thousands) .
8687,344 $(3,855)  8690,442

A

a2l
551985

28,658
15‘1 6“‘1

k’ "
2
221,

3,155
1,187
5,641
32377

Adopted

115,347 -
1’385' '

7,162

55,031

28,306 .

12,800

563,017

24 Q 223
15,102
2,922

26,530
et

18,683

2,107

(7,232)
(1,692)

M6
28,20,

10,910
2,307

k2,258

21,0852

35,441
31,032

6,817)

37,461
032

6‘361 07
78
55,470

3,971
761,725

648,273

78

39,749

1?| 200
761,725

11,865

13, 229

63729
50,791

8,952

$765,606 - 778,925 13,229

7.2%%

5.10%

(Inverase Item)

=16~ .

(2.14)%

6.5%
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Opersting Revenues

The staff's estimate of operating revenues exceeds
applicant's estimate by $3,855,000, or by zbout oune-half of one pex-
cent, largely as the result of differecuces between their estimates of
(1) gas use per £ixm service meter, (2) deliveries to interruptible
customers, and (3) aumber of customers teking optional residemtial
sexrvice (Sehedule No. G-10). About 52,500,000 of the total difference
is attributable to the different estimates of customer requirements
and the remaininz $1,335,000 to effects of divergent estimates
concerning the 6-10 schedule. |

With respect to the customer requiremeants, the staff's
revenuve estimate reflects higher firm deliveries based on an
estimated use per meter of 139.8 Mef, which exceeds the company
estimate by 1.7 Mef or by 1.2 pexcent. The difference in estimated
use per meter is a result of the use of a 10-year trend by the staff
and the use of a 20-year tremd by the company. Other estimates by
the company and staff of customer requirements were‘nocISignificantly
cifferent, except the staff used later estimates of steam electzic
generating requirements for Southern California Edison Company and
San Diego Gas & Zlectric Company end a different limitaticn and ieput
in assigning priority to utility clectric generation customers.

Wich limited .gas supplies in the test year, the staff's
higner estimate of firm sales yields lower interruptible sales than
estimated by the company. In addition, the different limitation aud
input in assigning priority to electric gemerating customers results
iz a lazrger relative share of interzuptible deliveries foxr those
customers, producing a revenue shift as between classes of interrup«
tibiecustomers and & met reduction in revenue from such customer
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classes in comparison with the company‘s assignmént of priorities.

In essence, howevexr, the $2,500,000 of the total difference inm opera-
ting revenues is attributable primariiy to the staff's higher
estimated use per fixm service customer and its corollary of lesser
deliveries to interruptible sustomers. ”

Arguments advanced by Sofal in favor of using a 20-year
trend or by the stafi in favor of using a 10-year trend axre not
persuasive as to which trend period provides a more representative
basis of projection of firm sales. Instead the arguments tend to
confirm tnat either projection has resulted iv an estimated use per
Tirm sexrvice zeter which lies within o reasonable range for use in
the test year. We will avoid, however, using the upper emd of this
range in consideration of a possible decline ia the system average
heating value of gas from the 1061 Btu for 1972, &s oxrigimally
¢stimated by SoCal, to its revised estimate of 1057 Btu.

With respect to the remsining difference of $1,335,000,
SoCal based the related portion of its revenue estimate upon 300,000
customers takiag service om the G~1C schedule while the staff's
revenue estimate reflects only 20,000 customers being so served. |
With the staff's estimating fewer customers being served om the G-10
schedule, but with the same total number of customers on firm sexvice
schedules as estimated by the ccmpany, higher total revenues resuitl
and tke $1,335,000 difference can be viewed as representing the
additional revenue generzted by 280,000 customers being served on

reguler f£irm service schedules instead of on the optiomal G-10
schedule. ‘ |
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By way of background to this difference, Schedule No. G-10,
as a lower cost option to residential customers with very small
monthly use, provides for a lower initial block-charge and for higher
wit charges for all usage in exéess of two thermal wmits as compared
to the other applicable gemeral sexvice schedules. It is a faixly
recent schedule which did not become effecttve until early December
1970. As winter billing data became available shortly ‘after the
schedule was placedin effect SoCal mailed informational inserts
concerning this schedule with its bills to approximately 321,000f
customexrs registering low gas usage during the momths of. January,
February, or Maxch 1971. The mailed material described the schedule
and its advantages to very low usage customers. In addition, SoCal
instructed its customer-comtact employees to Inform prospective
customexs applying for service to dwelling units with one bedroom or
less of the optional schedule. A turnover rate of genmeral service
customers of approximately 30 pexcent per year gives some indication
of the extent of this type of contact.

The response to the G~10 schedule has been quite limited,
the record herein showing that by the end of spril 1971, 14,795
customers had requested this sexvice with the number of customers
being served increasing to 15,764 by the end of May 1971, and dropping
slightly to 15,758 by the end of August 1971. The record further
shows that SoCal plaunned to repesat the procedure used last year for
informational mailings, i.e., inserts-wme to be included with

Januaxy, February. or March 1972 bills to small usage res;dential
customers.
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SoCal's Escimate of 300,000 customers to be served on the
G-1C schedule in test year 1972 assumes a further response to
Schedule G-i0 muech greater than expericuce thus £ax apﬁears to-
waxzant. The staff’s estimacte of 20,000 customers is based on the
xesponse to this schedule during 1971 and on the expectation that
informationsl mailiegs early this year would result in some addition-
al customers.

Bosed upon this record, we f£ind operating revenucs of
$690,442,000 at '"Present Rates” to be reasonable for the test year
1872, This level cf operating revenues is determinable by modifying
the staff's estimstes to reflect the effects of reducing the use per
average f£irm service meter from 139,8 Mef to 139.0 Mcf and the effects
of imereasing the number of customers accepiing service on the G~i0
schedule fxrom 20,000 to 35,000 customers.

Creration and Maintemance Expenses

Applicant's estimate of $581,700,000 in total operatiom
and daintenance expenses exceeds the steff’s estimate of $563,017,000
by $18,683,000. This difference is shown in Tsble 2 of Exhibit 79
to result mainly from staff adjustments in five groupings as tabulated
below: ‘

Staff Adjustments - M$
Wage Wage Basic Employce

Cper. & Maint. Adjust- Differ- Expense Pensions-

ExXpenses ment ential Zst. ~ Benefits
Production ' ' ‘
Storage 50 86
Transmission
Distribution
Cust. Accts. :
Sales: 5,279
Adm. & Gen. '

Total Adj.
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PLS Co Adjustment

Production expenses account f£oxr over 70 percent of
applicant’s total operation sud maintenance expenses and consist
mainly of costs of natural gas purchesed from El Paso Natural Gas
Company and from applicamt's utility affiliate, PLS Co. Puxchases
from the latter company are made under a cost-of-service tariff,
necessitating a detexrmination of that company's results of operation
for test year 1972 to determine in turn a substantial part of
applicant's production expenses.

Applicant and stoff agree upon all elements in the estimate
of applicant's production expenses except PLS Co's total cost of
operation, where applicant and staff are $4,966,000 apart'excluding
2 $60,000 difference primarily im exchange revenues; thus, the staff
adjustment of $4,966,000 for PLS Co constitutes the entire differeunce
between their estimates of SoCal's production expenses of $420,029,000
aud $415,063,000, the lower figure veing the staff's estimate.

From our test year 1972 adopted operatiomal results of
PLS Co provided hereinafter in Table 2, the costs of operation which
flow to SoCal under the cost-of-service tariff, which iacludes a
fixed rate of return of 7.75 percent, amount to $171,201,000, which
is $4,682,000 lower tham estimated by applicant. We £ind reasonable
and adopt production expenses of SoCal, with PLS Co at the existing

7.75 rate of return, in the amount of $415,347,000 for test year 1972
as shown in Table 1. ’
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Wage Adjustments | |

Different test year 1972 wage levels were used. Applicant's
estinates include a prospective wage increase of 7-1/2 vercent for
the test year 1972 over the wage level which was effective as of
April 1, 1971. The staff's estimated expense levels are based on
the April 1, 1971 wage levels with no allowance for any 1972 iancrease
in wage levels. This treatment by the staff gives rise to the entry
of $6,453,000 in the preceding tabulation of staff adjustments,
which reflects a 7-1/2 percent wage Increase on a full year basis.

In place of this 7-1/2 percent Increase applicant and the
wnions, which represent most of applicant's employees, agreed upon
2a increase of 5-1/2 percent within the guidelines set by the Pay
Boaxd and the Price Commission. The 5-1/2 perxcent wage increase
and related increase in employee benefits have been placed in effect
as of April 1, 1972.3/

Aonualization of this on-going level of increased wage
expense is appropriate for rate-fixing purposes, especially in
light of the incurrence of this expense prior to the effectiveness
of the rate relief to be granted for the future in this proceeding.
dccordingly, our adopted operating results for test year 1972
include an allowance in the sum of $3,549,000 plus $1,133,000 for
the added wage expense with the latter figure being reflective of

3/

The Pay Board approval (Decision and Oxder dated April 20, 1972
in Pay Board Case No. 0094¢) shows the increase as 4.9 nercent.
The difference between the 5.5 and 4.9 percent figures 1s the
result of the Pay Board calculation method which measures the
wage Increase and related increase in employee benefits in
relation to a larger base.
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extending the effect of the wage fncrease from a nine months to a
full year basis. This allowance can be equated to reducing either
the staff's adjustment of $6,453,000 to $1,721,000 ox applicént's‘
expense estimates by $1,721,000. 1Its effect, broken down by expeuse
categories, is thus to decrease applicant's estimates by the following
amoumts: Storage $13,000; Tramsmission $59,000; Distribution
$801,000; Customer Accounts $306,000; Sales $90,000; and Administra-
tive and Gemexal $452,000. :

In addition to the inclusion of the 1972 wage increase,
a furcther difference in the estimates of the applicant and the
staff is over the inclusion of a wage differential adjustment in
the amount of $302,000. The basis for the inclusion of this amount

by applicant in its operations and maintenance expenses is:explaihed 
in Exhibit &0 as follows: '

“The wage differentials are the result of the merger

of the Southexm Counties and the Southern California
Gas Companies. The wage schedules of the two Companies,
while similex, were not identical. The result, after
the mexrger, was that in some job classification among
represented employees, there were two different pay
scales. The estimated total amount of the wage

differential adjustment is $350,000, of which $302,000
applies to 0&M accounts."
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Notwithstanding an apparent need to eliminate different
pay scales where they exist for the same job classification of
applicant, this proposed cliznination is not supported by a firm
commitment to be carried out on a defimite schedule. It is too
speculative to be included in our adopted operating results for
test year 1972, |

Basic Expense Estimates

As shown in the tabulation hereinabove of staff adjtstments,
the staff's estimates are lower tham those of applicant by $86,000 in
storage expenses ard by $5,279,000 in sales expemses as the result of
tasic differences in methieds of estimating. |

4pplicant estimates storage expenses on an as-expected-to-
be incurred basis, while the staff makes its estimstes on a basis
which is intended to have the effect of normaiizing‘any extraoxrdinary
expenses. Ouxr adopted storage expeunses for test year 1972 reflect
the $86,000 lower result of the staff's basic estimate.

Applicot's estimate ¢f sales expenses was developed from
Lorecasts of expenses by individual accounts. Its estimate of
$15,641,000 exceeds the staff'’s estimate of $10,000,000 by $5,641,000
oxr 56 percemt. A comparison of the two estimates for the test year
with the actual sales expenses for the years 1970 and 1971 follows:

sAc.: Year  : Year TeSt (ook Lois. o
No.: Accotnt 1970 = 1671 : Applicant: Stafr

911 Supervision M$ 2,338 %,5988 2,268 . -
912 Demonst.& Selling 3,015 8,348 8,014
913 Advertising 4,371 4,048 4,026
914 Revenue from Merch.,etc. {1,088) (968) (762}
915 Costs of Mexch., etec. 1,115 972 762
916 Miscellaneous 1,266 1.433 1,357
Total Sales Expenses M$16,017 15,821 15,641% . 1C,000
Includes M$335 for wage adjustment and M$27 for wage d*fferent~al

-
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Toe principal elements cf sales expenses are labor, sales
promotion, advertising, and administrative support. In applicant's
estimate fox 1972, $8,108,000, ox slightly over ome-half of fore-
casted sales expenses, is lzabor-related and provides for salaries
and personal and auto expenses of personmel assigned to sales
activities. Of the $7,452,000 remaining, $3,780,000 is forecast
for advertising programs; $2,093,000 is foxr sales promotion;:and
$1,579,000 is for administrative support to the other activities.
sbout 40 perceat of the labor-related expenses and about $200,000
of sales promotion, or a total of approximately $3-1/2 million, ave
the result of service functions performed by sales persounel. Such
sexvice functions comprise the first of the three gemeral objectives
sat forth below which applicant states are reflected im its level of
sales expenses showm for the test year.

The three marketing objectives are: (1) to provide
necessary service in comnection with customers' use of gas; (2) to
Zmprove custemers' utilization of gas; and (3) to maintain present
zaxket position for gas appliances and equipment. Marketing'effoxt'
is now directed, applicant's expert witness states, towards custdme:s
having a necessary energy need, such as home heating, water heating,
or cocking, the objective being to convince these customers to use
ges rather than electric equipment with emphasis on conserving"energy
through the efficient application of fossil fuel resources. Promo-
tion and advertising effort is no longer directed towards encou:agiﬁg
customers to add new gas load or to imncrease their préseht-use of
energy. This was discontinued early in 1971 in respomse to prevailing '
gas supply conditious. - B o
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The $12 million of forecasted 1972 sales expense remaining
after assigning $3-1/2 million to service functions would be for the
second and third marketing objectives, which are inter-related and not
susceptible to a2 meaningful functional apportionment of dollars
between these two objectives. A recasting of applicant's estimate of
its sales expemse for test year 1972 can be made, however, by market
segments toward which promotional programs are directed, as follows:

Residential New Construction $ 2,682,449
Appliance (Dealer Replacement Market) 2 571,917'
Air Conditioning _ - 1,653 648}"
Home Sexvice | 489,530
Food Industry 788, 068
Industrial &nd Commercial - 2,233,922
Subtotal | - 10,419,534

General Expense 3,897,122
Indirect Expense 1,201,000

~ Annualize Wage Increase o 123,000

Total | | $15,640,656

Tke staff's estimate of $10 nillion for sales expenoes for-
test year 1972 represents a judgment as to the appropriate level of
sales promotion expenditure for applicant. 2 primary comsideraticn
was the amount adopted for Southern California Edison Company in
Decision No. 78802 dated Jume 15, 1971 in Application No. 52336, the
Commission having made therein a substantial downward adjustment in.
the sales promotiocn expense of that company. The ssgles expense
allowed to the Southkern California Edison Company provides
8 specific basis of about $3.00 per custome= upen which the
$10 »11lion aliowance advocated by the staff in this proceeding
can neariy be developed. OCther factors considered by the s Staff wite
ness were the competitive situation in Southern Caiifornia, the larse~
adver:ising expenditures of nationzl electric applicance manufac-

turers compa:ed to the ges counterpsrte, the’ conocrvat_on of natural

L J \E,ﬂ\
A\
o




resources by using the more efficient fuel, and tempering the con-
smuers' induzsed desixes for appilaneces,

From a reguiator's viewpoint sales promotion expenses,
including advertising, may be legitimate allowable cxpenses of a
public utility. But a determination of a reasonable level of szales
expenses for rate-making purposes is often a difficult zask. It
usvally requires tke exercise of judgment because of difficulties
inherent in measuring the effectiveness of promotional efforts oz,
put amcther way, because a given level of expenditures can seldom
be tested with sufficient precision to ascertain whether or mot
benefits to ratepayers equal or exceed such expeanditures.

In this proceeding one measure of the need for sales
promotion is the exposure to loss of present market position for
gas appliances and equipment and the consequences of such a loss.
As to exposure, the evidence presented by applicant stresses the
prowmotional effort by manufacturers of electrical appliances and
equipment as an important factor, perhaps a formidable one. The
consequences of a loss of market position iImclude a lesser wtiliza-
tion of system facllities for firm service resulting in 2 reduction
in both gross and net revenues under existing race relationships
vetween classes of service.

As to market position in its sexvice area, according te
applicant's witness, 77 percent of the residences use gas ranges,
94 percent use gas water heaters, and 93 percent use gas for home
beatirg; in resicdenticl mew construction, gas accounts for 50 percent
of the ranges, 82 percent of the water heaters, and 73 pcrcent of
the space heatingz equipment.
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During 1972 approximately 140,000 ranges, 200,000 water
beaters, and 100,000 units of heating equipment are expected by
SoCal to be sold to its present customers to replace old, worm=-out
gas equipment and approximately 85,000 new residemces are expected to
be buil: and occupied in its sexvice area. The replacement applliances
repzosent amaual gas operating revenues of approximstely $20 million
and *the new coustruction to be added to applicant's lines duxing 1972
represents an annual revenue of approximately $12Z wmillion. In the
case of the xeplccement market the net revenue would be approximately
50 percent of the $20 nmiliion. In the case of the $12 milliom, which
is pnew comstruction, the net revenue would be approximately & to
10 percent. Thus, applicant would estimate net revenues of approxi-
mately $165 million over a l5-year average life of appliances
installed in these markets and points to this net revenue potential
as economic justification for its forecasted 1972 sales expenées of
$15.6 million, | ,

In the opinion of applicant's witness any significant
reduction of such forecasted expenses would result in an z2ccelerated
erosiorn of the present market share for gas appliences. In our view,
applicont’s market position is atir_butable to the history of gas use
in its service area, to promotional efforts and probably to othex
factors 23 well. And the time Is ripe for a substantial reduction
in applicant's promotionmal activity. o

Any increase ia exposure to loss of market position because
of such a reduction would tend to be mitigated in the short rum by
the carry-over effect of past promotional effort,  More importantly,
it will occur under the prevailing critical gas supply situation,
oae of such severity that it hes caused applicant through its
affilistes to embark upon a gas exploration and development progrex
not only because of the need fer new supply increments but also because
the cepebilitcy of applicant’s primcipal gas‘suppliers to meet oxisting
stpply commicments is deteriorating. |

=28=
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After careful consideration of the record herein, we are
convinced that both good regulation and good seuse require an
allowznce for sales expenses for test year 1972 at a level substan-
tially below the $15.6 million contended for by applicant. In our
considered judgment an allowance of $12.6 million for applicant s
sales expenses in test year 1972 is just and reasonable and we so
find.

Pensions-Benefits :

The finalized 5-1/2 pexrcent wage ircrease discussed herein-
above affects certain employee pension and benefit costs. Consistent
with our adopted allowamce of $4,732,000 for the added wage expense
from the wage increase, our adopted operating results for test year
1972 include in administrative and gemeral expenses an allowance in
the amount of $820,000 for the related increase in the employee
peasion plan and $63,000 for the imcrease in the medical plan.

In addition, our adopted operating results include $30C,000 of the
$485,000 difference in estimates, as set forth in Exhibit §0,
between applicant and staff for special retirement payments,
retirement savings plan, life insurance refund, allocated System
sexvice group expenses, pensions and bemefits billed to SoCal and
pensions and bemefits capitalized.

In summaxry concerning cperation and maiatenance expenses,
we £ind that such expenses in the total amount of‘$571'236 000, as

adopted iIn Table 1, to be proper and rep*escntat;ve of tcst yeax
1972 operations at "Present Rates®.
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Taxes

Lpplicant's estimate of taxes other than those on income
exceeds the staff's estimate by $2,107,000. ‘

4s the principal difference, the staff deducted from its
estimate of 1972 ad valorem tax the amount of $2,373,000 which is the
amortization of a credit resulting from a change in accounting for
such taxes from a calemdar to & fiscal year basis. Another difference
is the staff usad later information regarding payroll tex rates which
result in the staff's estimate of payroll taxes being $266,000 hxgher |
than applicant’s estimate.

The staff's treatment of the ad valorem tex credxt in its-
development of ad valorem taxes as well as in its development of a
working cash allowance is eppropriate in light of the coordinated
basis upen which rates were fixed in applicact's xrecent gemeral rate
proceeding using test year 1970, At that time, the ad valorem tax
included in the adopted operating results represented the accrual
duxing the test year of the tax for the 1970/1971 fiscal year; the
adopted working cash zllowance reflected the lead in the recovery
through reveaues of such tax before payment; N

We have adopted the staff's estimate of taxes other than
tiose on Income with a slight modification to reflect an increase in
payroll taxes as a result of the 1972 wage imcrease.

In ivcome taxes the major issues concern the use of the
new investment tax credit (IIC) and the asset depreciation range (ADR)
inciuvded in the U.S. Revenue Act of 1971. The term ITC refers to a
reduction in current tax liability sllowed by federal income tax

authorities, pursuant to tax laws, based upon a stated perceﬁtage
appliied to the dollar amount of specified qualifying plant additioms.




|

Tke ADR is the class life tax depreciation system, It permirs more
£flexibility in estimating service lives of assets for computing the
depreciation deduction allowable for federal income tax. However,
ADR contemplates that the life used for tax depreciation should
Teasonably reflect the anticipated useful life of the class of
property for the industry in which the taxpayer is included.

The new ITC results, as did its predecessor repealed by
the U.S. Tax Reform Act of 1962, iz a tax savings rather thaa a tax
deferrsl. Comsistent therewith, the staff included in the test year
1972 the effect of ITC on a full flow-through basis using the average
of the five years 1971 through 1975, an averaging process followed
by applicant under the prior ITC, which has the effect of smoothing
out for rate-fixing purposes the variations of qualifyirng plant
additions from year to year. Applicant excluded the ITC in its test
yeaxr estimates. The staff's estimate of federal income taxes because
of tke ITC is $1,883,000 lower for SoCal tham applicant's‘estimate,
The impact or additional xeverve requirements, if ITC is not flowed
through, would be approximately double the $1,883,000 figure in
achieving a given rate of return. . -

Full curreat flow-through of PLS Co's extraordinarily large
ITC £or 1972 on account of the Aliso Underground Storage Project
would adversely affect the ability of the PLS Co pertion of the
PLU System to finance. SoCal is better situated tham PLS Co in this
regard and the staff’s five-year averaging proposal mitigates the

interest coverage (before taxes) and related financing problems of
PI‘S‘ CO. .
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The record im this procecding makes it abundantly cleaxr
that if SoC2l and PLS Co were merged a broader base for fimancing
with more flexibility could result. Now that the plan to comsolidate
tie employees of PLS Co into SoCal has beea implemented, it would
appear to behoove the managements of applicant and its utility
affiiiate to seek a merger of the two cempanies at such time as the
indenture holders might agree to reasomable terms. It is difficult
to see how such a mexrger, if consummated on reasomable terms, would
not be in the public interest or would not facilitate regulatiom.

COf more immediate application, the adjusted capital
structure of the PLU System, which we adopted hereinbefore in the
discussion of fair rate of return, contemplates more equity fimancing
to the extent of increasing the equity ratio from 36.3 percent to
39.3 pexcent and reducing in turn the debt ratio from 53.0 percent
to 50.0 percent. With this objective for future financing of the
PLU System, the indenture provisions concerning longkterm debt '
iaterest coverage before taxes of PLS Co can be better met, all
other things being equal. Morxeover, if some deferral ia long-term
finaccing is necessary, currently interest rates on short-term debt
are attractive in xelation to cost rates for new long-term debt.

Our adopted operating results for test year 1972 reflect
the staff treatment of flowing through the iavestment credit
currently on a five-year average basis.

As to the ADR the staff recommends its use to wodify (in
effect shorten by 20 percent) zuideline lives used in computing tax
depreciation.~" Applicant urges the Commission to establisha xzates

The depreciation deduction for the purpose of computing fedexral
income tax payments by the PLU System generally is based on
guideline lives, using a straight-line whole-life method for used
acquisitions and for plant comstructed prior to 1954, a double-
declining-balance metnod for plant comstructed subsequent to 1933,
and a straight-line remaining-life method for investment in under-
grovod storaze rights., The use of accelerated depreciation is on

a "flow-through' basis for hoth accounting and rate purposes.

-32-
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in this proceeding on the basis of present guideline lives for -
computing tax depreciation. 7To do otherwise, applicaut counteuds,
increases the present differences between book and tax dgprecxatxon,
reduces the ability of PLS Co to issue new long-term debt and
imputes a tax reduction which may not be realized under firal
regulations yet to be issued and/or under class lives yet to be
finally detexrmined oy the Office of Industrial Economies.

This Commission has conmsistently held to the position
that flow-through companies should continue to include in current-
year income the tax effects of usiag liberalized deprec;atxon'
including modifications thereof and we will not depart from that
position here In regard to ADR. However, we reject the staff's
use of lower limit ADR lives in calculating depreciation for state
inceme tax purposes, since the record is clear that the ADR system
bas not been zdopted by the State of Califormia.

Based on the revenues and expenses, other than income
taxes, adopted herein, we compute and adopt as reasonable under
"Present Rates” for the test year an amount of $2,307,000 for
state {acome tax (7.5 percent tax rate) and an amount of
$10,910,000 for Zfederal inmcowe tax, as showa im Table 1. Each
amovet reflects tke use of accelerated depreciation on a "flow-
through' basis. In the case of state income tax, present guideline
lives wexe used for computing tax deprcciation. In the case of
federal inccme tax, the staff recommendation concerning the use
of ADR has been adopted. That adoption has the effect of imcressing
the depreciation deduction allowable for federal income tax by
$1,117,000. Certzin other differences between applicart and the
staff in the adjustments used In arriving at the bases Zor state
and federal inmcome tax caleulations have been resolved consistently
witk tke items to which they relate in cur adopted ooeratﬁng eSulrEs
for test yeaxr 1972.
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Rate RBase

The difference between applicant and the staff in rate base
is in the working cash compoment. It arises from the Staff's deduc-
tion of the $5,932,000 unamortized deferred ad valorem credlt balance‘
at mid-1972 and the use of different revenue sud cxpense estlmates in
the lag studies. ,

R In commection with ad valorem -axeo; we indicated: herexn-
above our concurremnce in the staff's treatment of the umamortized
ad valorem credit balance in developing a working cask allowance.
Our’ adopted working cash allowance of $8,952,000 is consistent there-
with and reflects the use of appropriate levels of reveﬁueé, expcenses,
and taxes in its determination. |

As shown in Table I, ouxr adopted operating results of SoCal
for test year 1972 yield at "Present Rates" a 6.59 percent rate Qf,
returna on a rate base of $770,677,000. At this juncture, and 5efére
proceeding to a determination of the revenue defi clemey in relatio

to an 8.0 pexcent rate of return for SoCal, we will turn to the
operating results of PLS Co.

Pacific Lighting Sexrvice Company

As pointed out earlier herein, 2 determxnatxon of PLS Co's
costs of cpexation must be made to determine in turn 2 substantizl
portion of applicant's producticn expenses. PLS Co’s total cost of
service equals its gross overating revenues which are the(sﬁm of its
operation aud meintenance expenses, depreciation expense, and taxes
other thar on income plus net operating revenues and income taxes.
Its net operating revenues equals the product of its‘weightéd‘average
rate base and a fixed rate of return, presently 7.73 percent as ‘;ked

by Decisien Ne. 77975 dated November 24, 1970 in Appllcatxon No.
51567,

'
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In Table 1 of Exhibit 79, the results of operation of
PLS Co for test year 1972, as estimated by applicant and the staff,
are compared and specific differences in their estimates are set
forth. Further detail znd explanation of these differences is
provided in a companion exhibit, Exbibit 80. In Table 2 below,
the comparative results of PLS Co's operation for test year 1972
at the existing rate of return of 7.75 percent, as set £orth;in
Exhibit 79, are summarized and the operating results of PLS Co we:
adopt for the test yeaxr 1972 are shown at the existing rate of

return of 7.75 percent and 2t the rate of return of 8.0 percent
authorized herein.




A.52696 s3g/nb **

TABLE 2

PACIFIC LIGUTING SERVICE COMPANY ‘
RESULTS OF OPERATION ~ TEST YEAR 1972

M:ﬁIJS‘Z Rate of*Ret:urn
: Ueilicy ‘
. t Exceeds N
Utility : Staff Adopted:
(Dollars in Thousands)

At 8.00%
"Kate of Return
Authorized -
Herein

S8 4% 42 ¥4

YT
-0 B8 P4 _8F
TRINIRLY

LI L]

Ttem

QOperatinge Revenues ' S o |
Cas Sales $170,917 ° $175,883  $4,966  $171,201 47206
Other 1,773 1,833 60 - 1,783 1,783
Total Operat.tng Revenues $172,690 $177,716 95,026 . $1729984 e, 339T ‘
Operation & Maintenance Evpenses ‘

Production 140,312 140,821 509 140, 172 - 140.170
Storcge 1 807 2,043 - . 236 1.85

Transmicsion 3,780 4,001 221 3 1856 3,856,
Admin, & Gen'l . 4,217 4723 506. A & &

Total O. & M. Expenses 150,116 . 151,588 1,472 - 150,364 150,364

Taxes

Tdies Other Than Imcone 3,707 4229 . 422 3.'329'. 3,849
Fedexral Income ‘ 523 3 078 2,555 1,361 ,763; o
State Income 217 '463__ " "ous 259" _

Total Taxcs 4,447 7,670 3,223 Lu6y .939'_ _

Depreciation 4,656 4,656 - 4,656 4,656
Total Operating Expenses 159,219 163,914 4,695 159,489 159,959
Net Operating Revenues 13,471 13,802 - %31 113,495 13,930
Affiliated Interest Adint. 6 6 - 6 6

Net for Return 13,477 13,808 331 13,501 . 13,936
Rate Pase B '

“Vorking Cash 1,092 799 : - 1.260
Unamortized Cas Devel. Costs 4, 800 3,466 3 4,933
Renmainder 168 008 : ) - 168,008 168,008

Total Rate Base $173,900 $178,165 $4,265  $174,203 - ‘,s1.74. 201
Réte of Return 7.75% 7.75% - 7.75% 8.007
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Qur adopted results reflect a comsistent treatment of _
certain issues which are common to both PLS Co and SoCal, such as the
staff adjustments for prospective wage incréases, wage differentials,
and ad valorem tex as well as basic expense estimates, ADR and IXC.
These issues have already been dealt with and discussed at some length
in the case of SoCal, making further comment on them appear unuecessary.
In addition, the adopted results necessarily reflect appropriate
resolution of other differences between the utility and the staff in
their respective estimates. Cne of these other differences, in going
to the issue of the proper allowance, if any, for rate-making,purposes
o< the gas exploration end development  program which is under;wqy,
requires discussion. |

Through an affiliate, Pacific Lighting Gas Development
Company (PLGD), PLS Co is pursuing 2n active and dggressive;gés,sﬁpply
procurement program. As the imitial or originmal part of\thiSvprog:am;f
PLS Co has agreed to advance up to $15 million to PLGD fb:’par:ici-‘
pation in a three~year, 1971-1973 inmclusive, $30 million joint venture
drilling progzem with 2 subsidiary of PLS Co's out-of-state supplier,
Transwestern Pipeline Company (Transwestern). Its purpose is to
augment gas reserves to support thke present level of gas deliveries
from Tramswesterm to PLS Co. Oun the basis of two discovery wells
whick have beer brought in, the results thus far are encouraging.

ior to the implementation of this joint venture drillicng
program PLS Co notified the Commission that it was the intent in its
undertaking this project {through PLSED) for the consumer £o bear the
risks and costs and in turn to receive economic and gas supply'
benefits. Urdexlying such intent is the position of the Pacific
Lighting group of companies that gas exploration and development
activities are too speculative to undertake as their own capital risk
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investment. A proposal for the accounting to be followed for the
project was thereafter made. It provides In part that all revenues,
net after applicable taxes and operating expenses, received by PLGD
will be flowed through to PLS Co and in turn to SoCal. Modification
of the PLS Co cost-of-service taxriff to incorporate this accounting, -
including a five-year amortization of project costs, was approved by
the Coummission by Resolution No. G~1522 dated May 25, 1971.

In their respective showings in this proceeding the company
and the staff differ as to the proper amount to be included for this
project in tke 1972 test year rate base and the period over which
its costs are to be amortized. The difference amounts to avout
$2 million in revenue requirements and is attributable, in essence,
to the company's reflecting the full three-year project onm a pro
forma basis iuto the test year and using a five-year amortization.
pexiod vis~a-vis the staff’s reflecting only the first two yeaxs of
the three-year project and using a five-year amoru_zation pexriod
applied as expenditures occur.

In addition to the joint venture drilling project, ?uS Co's
gas develcpment activities through PLGD now include a Gas Arctic
Pipeline Feasibility Study, Arctic Islands exploration, and Cemtral
aaxé Scuth America exploration. The test year costs associated with
this expansion of the gas development program, Lor which’ expenditures
of $3,673,000 are projected through year-end 1972, wexe also included
oy the company and by the staff in uneir presentations during the
course of the proceeding. The company and the staff differ as to the
time of recovery of the costs of these act*?ities, with the company

using a five-year amortizationm period and the staff a l0-year pe"ioa
of amortization. ‘ '
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To facilitate comparisons of the treatment recommended by
the ctaff, the treatment recommended by the company, and the treatment
reflected in our adopted operzting results, the following tabulation
sets forth the impact on cost of sexvice of the joiﬁt.venture drilling
project and the expanded gas development activities separately.

| Pacific Lighting Service Company
Gas Exploration amnd Development Program

Test Yeaxr 1972
(Dollars in Ihousazn )

- - -
- -

Item H Staff ; Company . Adopted

Revenue Requirement 2, $4,360 - $1,937
Amortization | ' 1,560 | 780
Federal Income Taxes ‘ 1,925 859

State Income Taxes R7,6% o 330~. ‘147
Return . ‘ 525 : 151

Rate Base | 6,772‘ 1,950;
te of Retuwn 7.75% 7.75% ”

Expanded Gas Devel

Reveaue Requirement 527 - 481
Anortization 148 384 e
Federal Income Taxes 234 462 213 .
State Income Taxes @7.6% 40 : 79 37
Retwrn 105 116 231
Rate Base 1,350 1,494 2,983%
Rate of Return 7.75% 7.75% 7.75%

* Total 1971~-72 expenditures of M$2,293 for Gas Avetic and
172 of M$1,380 for other projects. :
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The California Manufecturers Association (CM4) and the
General Sexrvices Administration (GSA) oppose the rate-making treatment
advocacred by either the compamy or the staff, contending that share-
holders, not customers, should bear the capital risk and that gas
distributors, moreover, should not be involved in exploration and
development. While these contentioms in this controversial matter
obviously have some merit, we see at this time a need for measures
which can represent a departure;froﬁ the traditiomal approach of
producers’ and pipeline companies' supplying their own venture
capital. '

The record in this proceeding is e¢lear that the major
suppiiers of out-of-state gas to the PLU Systenm have'neithér'adequaté
reserves to support very far into the future their present level of
deliveries nor prospective mew sources of supply upon which to plan
and offer supply imcrememts which are needed to meet the mear future
growtn in the gas requirements of the PLU System. With this outlock
on the gas supply prospects from both EL Paso and Tramswestern and
the critical gas shortage developing in many pa:tsof the United States,
the need for special oxr immovative measures is wmmistakable. After
carelul consideration, the Commission is of the view that tke staff‘s
Suppoxt of the comcept, neced, and basic program for gas develcpment
in the curremt sericus gas supply situation is well piaced except
that one change in basic concept is needed. Conteptually, bothk
ScCal and its customers zt this critical time In gas supply procure-
ment should participate equally in the risks and the becefits.. Such
paxticipation by the utility will provide an incén*ivevto~its mahagee
ment which appecrs essemtial to the selection Process mesessary to
undertaking only the more promising ventures undex favorable-terms
anc to exercising of the concemitant cost controls ef’nctively.
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Cux adopted operating results fully reflect this equal par-
ticipation. For the joint venture drilling project the three-year
program is Iacluded in the test year on a pro forma basis and the
period of amortization used is five years. For the expanded gas
development activities, the entire 1971-1972 préjected“expendittres
for Gas Arctic, a pipeline feasibility study as differentiated from
exploration, are included in rate base as are ome-half of the pro-
jected expernditures for this same period for the other‘projects. The
amortization required to recover such investments is being{deferred;
however, until more Ls koown about the duration and outcome of these
projects which relate to possible supplies some yeazs hence to meat
ta2 requirements of gas customers in future periods. In additiom to
the deferral being appropriate because these projects are in the
formative stages, it sexves to mitigate the burden on.presént‘réte;
payers by deferring the recovery of outlays associated with prospec-
tive gas supplies some years away. | :

In swmmary on this issue, PLU Syétem is being thrust into
gas exploration and development programs because of inability of out-
of-state suppliexs to‘reélace gas supplies currently being expended
from presantly known reserves and dbecause these suppliers appear
totally uwneble tc meet increased gas demands. These undextcakings oy
PLU SYSTEM are preliminaxy in nmature and ars also contingent upon the
2Zforcs of the rest of the zgas industry to secure and develep new gas
suppiies. Comsequently, there are umcertzinties as to the totel
eventuel financial requirements of the gas development program. It
is from this packground the c¢oncepts adopted in cur operating resuils
reflecting the current program to acquirs future gas supplies have
evolved. We recognize, howaver, that the gas supply cituation i3
deteriorzating and that it msy be necessary Iin thz future to nodify
these concepts o protest the long-range requiremente of the gas con-
sumees. Io such case, the applicant will Zave the buxden of provieg
the necessity of placing @ grester wisk to bz borme by the ratepayer.

wlpdie
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Before leaving PLS Co, some comments are in order on the
Aliso undexground storage project beyond those made earlier in xela-
tion to its creating an extraordinarily large investment tax credit.
and a related financing problem. In addition to being.extraordinary
in relation to the normal ammual plant additions of PLS Co, both as to
size of expenditure and type of plant, it is also a nomadditional
reveuue produciag type of facility. Because of these characteristics,
we have adopted the pro forma treatment foxr this facility, in the
operaticnal results of PLS Co for test year 1972, advocated by the
company and the staff. Under this treatment, a roll-back to the start
of the test year is applied to that portion of the Aliso project urich
is not expected to be in service until the latter paxt of 1972. Its
effect in part is to increase rate base by $37,224,000 minus
$25,980,000 ox by $11,244,000. The need for this new undexrground
storage facility in the test year is uncontested and a certificate of
public convenience and necessity has been granted, Decision No.7975L
dated February 23, 1972 .in Application No. 53097. :

For the purpvoses of this proceeding, we conclude that a
total cost of sexrvice of PLS Co for test year 1972 of $172,984,000at
the existing fixed rate of return of 7.75 percent and $173,889,000 at
the 8 pexcent rate of return authorized herein is reasonable.

C - Rate Spread
Revenue Iancrease

We £ind that the levels of revenues, expenses, and rate base
of Southkern Califormia Gas Company as set forth im our adepted opera-
ting results in Table 1 nereinabove are appropriate, after certain
revenue-related modifications to expenses and rate base and after
adjusting production expenses to reflect an 8 percent rate of retuxn
for PLS Co to determime SoCal's gross reveave deficiency under'Eresent
Rates' and should be used for that purpose. |

As saowm in the Table 1 results, the net operating income of
$50,721,000 equates to & 6.59 percent rate of return on the rate tase
cf $§770,677,000. <This is less than a fair return for SoCal which,‘as
found in & wrevious section of this decision, is 8 percent. 4 defi-
cieucy in net revenmes under "'Present Rates' of'$10;559,000.resu1t3,
requiring additional gross xeverues of $23,232,000 per yeur. |

42~
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The adopted operating results of SoCal at rates being
authorized herein may be summarized as follows:
Adopted Opexating Results
At Authorized Rates
Opereting Revenues $713,674,000
Cperating EZxpenses 652,324,000
Net Revenue 61,350,000
Rate Base 766,858,000
Rate of Return 8.0%

Apportionment ¢f Revenue Increase

The zuthorized increase of $23,232,000 over test year
reveaue at present rates remains to be spread appropriately among the
varices classes of service and customers within such classes. In
addition, the rate design to be adopted herein should provide
appropriztely for the mexrger of rates apolicable in the respective
territoriss of former Southern Californmia Gas Compeny and former
Soutltern Counties Gas Company of Califormia.

SoCal's present rate design was established through Decision
Nos. 77975 and 7778, 15cued on Nevember 24,1270 iIn the 1370 testycar
genexal xate procceding and Decisicn Nos. 78469 and 78470, issued on
Maxch 23, 1971, concerning offset and tracking increases. In the
preseat proceeding SoCal proposes to apportion the additiomal revenue
requizement through a uwaiform percentage imcrease to the various
major classes of service. In concluding that 2 uniform percentage
increase to the various customer classes is appropriate, SoCal gave
consideration to such important rate-making factors as the history
of rates, value of sexrvice or comparative cost of altermate frels,
allocated costs, competitive factors, socio-political factors,
customer usoge patterns, and level of service to various classes.

.,v
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The staff is in general cccord with this conclusion except as to ‘
steam~electric rates where it considers thet a decline :p gas supply
represents @ significant change in circumstances and should cause a

redesign of rates. The major thrust of the staff position is quoted
from Exhibit 24: ' ‘

"The company's proposal of a wmiform percentage Increase

to all classes of customers appears reasomable with the
exception of the steam plant class. A comparison of the
average cost of basic gas with the rate proposed by the
company for the G-58 schedule imdicates this proposed rate
1s below the average cost of gas. The company in its
exhibits has made a very specific point that they are now
operating under a2 comdition of a declining gas supply. No
significant relief from this situation is foresecesble umtil
1975 at the earliest. In view of this mew set of circum-
stances, it is believed improper to sell gas to any customer
at below the average price of that gas; therefore, it is
Tecommended that this rate be set at least equal to the
average cost of the basic gas supply.”

The CMA, SCE, SDGS&E and the three cities of Glendale,
Burbank and Pasadera oppose the rate spread proposais of SeCal and
the staff primarily on the basis of cost allocation data and certain
rate design comsiderations. In Decision No. 77975, supra, the

Commission reiterated the limitation of cost allocation dats on the
PLU System.

"As pointed out in Decision No. 75429 fn the 1969 rate
proceeding of applicant, the outlook does not appear
promising for any single cost allocation method or 8XTay
of such methods to provide results for the Pacific
Lighting Utility System which could serve as more than
at best zm approximate lde within one ¢f the important
eiemcots considered in determining reasonable rates for
the varicus classes of service.”
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After careful consideration of the evidence in this record,
we continue to hold that we do mot have before us any method of cost
allocation which meets satisfactorily the test of an equitable‘costg
apportiomnment between f£firm gas sexvice and intexxruptible gas service
where certain measures of cost benefit appear indeterminate and
rigorous cost findings probably camnot be made. '

SoCal's proposed apportionment of the revenue increase, in
our judgment, may not adequately reflect the tendency toward a
reduction in the relative load equation capability derived from
interruptible sexvice as the average level of basic gas supplies
remains constant or declines. Its proposal, in our judgment,
definitely fails to reflect adequately the respective levels of service
of the steam plant and regular intexrruptible classes in relation to
the impact of the cost of altermate fuels resulting from such
different exposures to curtailment. The staff's recommerdation to
the effect that no rate be set beIow-the-a@érage-cost of basic gas
supplies offers the advantage of a readily determinable bench mark or
floor. Its validity from a cost of service standpoint cannot be
determined, however, because we do not have a valid cost allocation
nmetkod as has been made abundantly clear herein as well as in ea:iiéx‘
decisions. -

Perhaps with diminishing load equation from interruptible
sexvice under declining gas supplies and increased underground storage,
such a floor on imtexruptible rates should be eventually established.
But at this time the staff's recommeadation would also tend to
exacerbate the shortcomings in SoCal's propossl as it relates to |
increases as between the regular interxuptible and steam plant classes.
After careful consideration of this record, it is our judgment that aa
equitable spread of increases to custoumer classes is set forth in
the following swmary:

i
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Sumnary of Authorired Incresses
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Xaoptes

i
! Mdopted : Revenues at
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Tke rates authorized herein and as prescribed in detail in
4ppendix B to this decision for the rate schedules applicable to the
vazious customer classes, have been developed after comsidexing all
of the factors imherent in rate spread and rate design including cost
of service within firm service categories aud within intérruptible
service categories, custeomerd usage patterns, value of serviée, level
of sexvice to interruptible customers, and history of rates. |
Firm Retail Service Excluding Gas Engine (Schedules G-1 through G-40)

Based upon the operational results for test Yea: 1972 relied
upen by applicant, the 8-1/2 percent rate of return which it advocates,
and the uniform percentage increase to the various major classes which
it proposes, ScCal in effect seeks to increase rates to general sexvice
customers by approximately 8.6 percent which is equivalent to an
average increase of mearly 5.1 cents per Mcf. This compares with an
authorized increase for the gemeral service customer class of

$13,795,000 which, as skowa in the foregoing tabtlation, represehts
a 3.02 pexcent increase over the adopted revenues at the 4~9-71 rates
and is equivalent to an average increase of 3.19 cents per Mef. &
typical monthly increase for an average household using 100 thermal
vnits of gas a month under Schedule G-1 would be. 36 cents at the
rates suthorized hereia.

SoCal also proposes a rezoning or regrouping of firm general
service customers for assignment to rate schedules to accomplish
vaiformity in the rate zome treatment of the former SoCal and former
So Counties respective territories. This proposal is in llse with
the Commission's directive in Pecision No. 77010 authorizing the
mexger of Southern Counties Gas Company of Califoraia into Southerz
California Gas Company and is set forth in Tzble 20-N of Exhibit 8.
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Under this proposal reasonable differemtials between ratesfapplicdble
in the various rate zonmes would be established ard the number of
general sexvice schedules for the former SoCal territory would be
reduced from & (Schedules G-1 through G-6 and G-8 amnd G-9) to 5
(Schedules G-1 through G-5) and for the former So'Coﬁnties\territory
Zrom 7 (Schedules G-11 through G-17) to 4 (Schedules G-11 through
G~14). Im additiom, a consolidation of contingent offset charges
1s feasible which would in turn permit Schedules G-1 through G-5 '
after appropriate changes to Span the coverage mow provided by the
15 schedules. o '

SoCal's rezouning proposal, as modified to comform to a
minor change per staff recommendation im Exhibit 24 concerning only
five rate areas and as modified to implement a further reduction in
oumber of schedules upon consolidation of contingent offset charges
in perallel schedules for the former SoCal and So Counties texxitories,
kas been incorporated into the rates preseribed in Appendix B to this
decision. | | |

The design of Schedule G-10, a lower cost option to
residential customers with very small monthly use, will also be
modified, as proposed by applicant and concurred in by the staff,
to provide a uniform break-even point in monthly charges at 30 thermal
wnits as between each G-10 rate and the general sexrvice schedule
appiicarle to that rate area. Another proposal by applican:fin which
the staff comcwrs is the closing of Schedules 6-20 and G-40, which are
applicable only in former So Counties territory, £0 mew Customers.
While this closure would be consistent with the gosal of conmsolidation
of tke former So Counties schedules with those of SoCal, thexe are
some objections. GSA opposes tie closing of Schedule $-2C and the’
CMA opposes a percentage increase to Schedule G~40 rates greatexr
thas for other £ixm schedules to facilitate am evertuel elimination .
of Schedule G-=40. | B L
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Schecule No. G~20, Multi-Family and Military Natural Gas
Sexvice, is a regularly filed tariff applicable to service of natural
gas in the former So Counties territory to (1) multi-family dwellings
where the primary usage is for residential use and (2) milftery
establishments for the combined three uses of cooking, water heating
and space heating. In the former SoCal texxitory, SoCal's regular
schedules apply and accommodate this type of customer through their
rate design. A comparison of Schedule G-1 and Schedule G-20 rates
as of April 9, 1971, is as follows: Por Metér\Per'Mbnth"
Regular Usage G~1 - G=20
First 20,000 thermal umits, per it ‘6.872é"

Fixst 2 thermal units or less $2.75626 -
Next 28 thermal unite, per umit 8.441¢ -
Next 970 tkermal umits, per umit 7.488 ¢ -
Next 2,000 thermal wmits, per unit 7.201 ¢ -
Next 17,000 thermal units, per unit 6.761 ¢ -~
Over 20,000 thermal units, per unit 6.401 ¢ 6.372¢

GSA contends that the Commission has no right or juris-
diction to authorize the closing of Schedule G-20. We reject such
contention. Based on this record, we sce merit in applicant's
proposal to close Schedule G-20 to new customers, find such limited
closuxe will tend to better serve the intercsts of all of applicant's
custoxers and will mot pose an unreasonable or undue burden on |
prospective customers. In the exercise of our continﬁi:g‘juxisdiction"
over regularly filed tariffs, SoCal's proposal in this regard will be
authorized. | o o
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Schedule G-40, Firm Industrial Natural Gas Service, is also
appiicable only in the former So Counties territoryj At this time,
as a step toward comsolidating the rate schedules of former So Counties
with those of SoCal, both applicant and the staff propose a laxger
than average percentage increase for the G-40 schedule rates in _
order to brimg those rates into closer aligament with the rates for
comparadble service in the rest of SoCal's territory. Uander this
proposal the G-40 schedule rates would be brought only part way to
the level of rates in the extended blocking of SoCal's regular £irm
natural gas schedules and the G-40 schedule would be'closedﬁto-new'

customers, the objective being the eventusl elimination of this
schedule. | |

The CMA opposes the proposed larger- them-average percentage
increase for Schedule G-40 rates based on a comparison ¢f allocated
costs with rates. It advocates no greater than an average percentage

icereace to the G-40 schedule and a less than average percentage
inerease to the tail blocks of SoCal's regular firm natural gas
schedules to achieve a closer alizument of rates. i ~
It 1s applicant's positicn that considerations other thau
allocated costs arce involved, ome of which relates to the‘prqblem‘of
customer clossification and schedule applicébility. About 2,700
customers ave served under Schedule G-40 and according to a wituess
for applicant over half of these customers would fall intc a
commercial rather than a firm industrial category. It is applicant's
further position that customers of both types have been served
satisfactorily ia the pre-merger SoCal territory under firm gemexal
service schedules with extended blocking since 1657, at which time
a SoCsl G-40 type schedule was climinoted, and that Schedule G-40
shoule be closed to new customers if the goal of comsolidation of
Zormer So Counties schedules with those of SeCal iS'tqﬁbévachievéd;'
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A comparison of our authorized revenue increase for the
“Eirm industrial’ service class in the amount of $371,000, which
represents a 3.94 percent increase over the adopted revenues at the
4=3-71 rates and is equivalent to an average imcrease of 2.74 ‘cents
per Mcf ox 0.259 ceuts per thermal unit, with the 3.02 percent or
average 3.19 cents per Mcf increase for the gemeral service class,
shows the relationship of such increases we deem to be proper at
this time. In view of the much larger customer base in the pre-
mergex SoCal territory, the absence of a cost analysis by customer
groups ox rate blocks of SoCal's firm general natural gas service
schedules and the general application of these schedules and their
rate history, there simply is not justification for the lesser
percentage increases to the tail blocks of those schedules which
the CMA advocates to bring the Schedule G-40 rates and the SoCal
firm natural gas regular schedules into closer aligument.

4pplicant neither proposes nor will we euthorize the
elimination of Schedule G~40 at this time. However, we will
authorize a closure of this schedule to new customers in light of
its possible future elimination, problems with its applicability,
aud the goal of having comparable service schedules in both the
former SoCal and So Counties territories. ‘
Gas_Znzine Service (Schedules G-45 and G-46)

Applicant and the staff propose that the blockirg, rate
levels, and specizl counditions be made the same in each of these
schedules. The changes required to accomplish this are set forth
in Evhibits I and 12 and are unopposed. In addition, an appropriate
consolidation of contingent offset charges would eliminate the need
for two schedules.
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Schedule G-46 should be canceled and Schedule G-45
appropriately modified to serve as the survzving schedulg. Th~
rates prescribed for Schedule G-45 in Appendix B to this decision
reflest aa sumual revemue increase of $125,000 which represents a _
4.43 percent increase, equivalent to an average increase of 2.49 cents
per Mef oxr 0.235 cents per thermal unit, for gas engine sexvice.
Regular Interruptible Service (Schedules G-50 through G-53V)

The adopted rate levels for the regular interruptible
class xeflect in the aggregate an annual revenue increase of
$4,422,000 which represents a 4.45 petcent-increasc, equivalent to
an incxease ‘or 2.02 cents per Mcf or 0.191 ceants per thern. This
percentage increase is laxger thom the percentege increase of 3.75
percent for the steam electric plaat class, largely ia reSpcnse to
the impact of the cost of alternate fuels resulting from such
different exposuzes to curtailment of these two customer classes.

Applicarnt has proposed aud the staff comcurs in the
caacellation of one regular imtexrruptible sexvice schedule and the
closure of another to new customers. Schedule G-53 is proposed to
be canceled and the present G-53 customers transferred to Schedule
G-50. The competitive situation for which Schedule G-53 was designed
to meet many years ago no lomger exists. The customers to be txans-
ferred will oot be significently disadvantaged because the rate
differentizl between Schedule G-50 and G-53 has narzowed during ~
recent years. Schedule $-50T, which serves only a few customers, is
prorosed to be closed to new customers. Schedules 6-53 and 6-50T
appiy to the pre-merger SoCal texrritory and there have unever veem
counterpasts to these schedules in the former So Counties territory.
Schedule G-50 and also Schedtle G-53T, however, not ouly have such
counterparts, “Scheduies G~51 and $=-53V, respectively, but the rate-’,
evels in eory espondrng schedules axe the some. 4 comsclidation of
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contingent offset charges would warrant cancellation of Schedules
G-51 and 6-53V. The regular interruptible schedules being retained
would thus be: Schedules G=50, G-50T {Clesed) and G-53T.

These proposals together with an appropriate consolidation
of contingent offset charges and certaim other changes, which are
minor in nature znd are set forth im Chapter 20 of Exhibit 8, will
be authorized. -

T acdition, there is a need uader the declining gas supp’y
situation *o eiimianate the existing options available to regular '
interruptible customers to switch to a different schedule for the
puxpose of reducing exposure to curtailment. SoCal will be dixected
to eliminate such options from its tariffs in a manmer that will not
preclude regular interruptible customers from comverting to different
schedules for other reasoms, including situations wkere the higher

level of serxrvice would not be the principal reason for the change.
Remaining Customer Classes

The adopted rate levels for the stean electric ‘plant class
reflect zn amnuzl reverue increase of $2,756,000 which represents a
3.75 percent imcrease, equivalent in turn to an increase of 1.33 ceats
per Mef or 1.254 cents per M?w- . As previously pointed out, the
ixpact of the cost of zltermate fuels resulting from this ¢lass’
exposure to curtailmeat iwn relati fon to the exposure of the regulax
intexxruptible class, exercises an meortant influence in spreading a
Tevenue Increase between these two classes of service. |
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The authorized revenue Increase of $1,763,000 to the
wholesale class of service pertains to Schedule G-60 under which
sexrvice is provided to the City of Long Beach snd to Schedule G-61
under which service is provided to SDG&E. The authorized rate levels
prescribed in Appendix B to this decision reflect azn annual revenue
increase of $258,000 for Schedule G-60 which represents a 3.84 pex-
ceat increase, equivalent in turn to an incrcase of 1.92 cents per
Mef ox 0.181 cents per therm; and an annual revenue increase of
$1,465,000 for Schedule G-61 which represents a 3.8% percent increase,
equivalent in twrn to an increase of 1.70 cents per Mcf or 0.160
cents per therm. These increases also have been infleenced to some
extext by the impact of the cost of altermate fuels in relation to
curtailment exposure.

A number of changes concerning either the schedules or
service contracts, or both, for the stecam electric plant and whole-
sale customers are mecessary and will be taken up after the follow-
ing discussions of parity proposals and curtailment priority system.

D - Parity Proposals and Curtailment Priority System

Currently and for the next several years, the supply of
gas will not be sufficient to enable SoCal to satisfy as high a
percentage of interruptible requirements as it has been capable of
doing in recent years. Under these conditions, equitable levels of
service to interruptible customers pose an important and complex
issue in this proceeding.

By way ¢f background, the policy and objective of SoCal
slace the mid-1960°s has been to attempt to purchase adequate
supplies of netural za2s so as to meet all of the needs of firm
service customers and approximately 90 percent of the requirements
of interruptible customers both wholesale and retail., With adequate
supplies, 2ll of the firm requirements, nearly 100 percent of the
requirements of regular interruptible customers and nearly 85 percent

of the requirements of the utility electric generation customers
were satisfied.

“54-
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The objective for such high levels of service remains
unchanged but is now unattainable. Siace 1969, the PLU System has
not been able o countract for and in turn have cextificated new
increments of out-of-state gas. Im addition, there has been 2
sigaificant decline in the availability of California source gas.
“ais has led to a sharp decline in the level of service to utility
electric genexating plants, paxticularly the thwee Schedule G-55
and the two Schedule G-58 retall utility electric generation plant
customers. The citics of Burbank, Glendale and Pasadena take service
for their steam elestric genmerating stations under Schedule G-55 and
SCT and Department of Water and Power of the City of Los Angeles
(LADW?) tzke such service under Schedule G-58.

In 1971, the utility electric generation plants of SDGEE
received about 72 pexcent satisfactlion of requirements from gas
while the retail utility electric gemeration plants dropped to about
55 percent. The gas supplies for the electric genexation plants of
SDGEE axre purchased by the gas department of that compeny under
Schedule 6-31. SCE, LADWP, and the utility clectric gererstion plznts
of SDGE&E are the three largest utility electric genmeration operxations
sexved from the PLU System. By far the largest of the tharee is SCE
having an estimated requirement of 294.3 Mocf on the PLU System in
test year 197Z2; DWP is next with a 142.3 M;cf requirement in the
test year; SDGEE follows with 2 requirement of 73.4 M;cf.in the test
yeas. | |

In ScCal's proposzl for parity of service the steted intent
is vo offer the opportunity for arn approximately equal percentage
satisfaction of the requirements of the thrce largest utility clectric
generating custcmers served from the PLU System including this type
of requirement by SDGE&E. SDGEE, of course, vigorously opposes this
proposal, its primary position being that its ertitlement to gas
supplies Zor its utility electxic generation plants should continue
te be determimed in relation to the contract volumetric rate of its
own Schedule G-54.
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The Commission's staff is in accord with SoCal's proposal
with two modifications. The staff believes that 2 parity concept
should apply to Burbaak, Glendale and Pasadena utility steam electric
operations as well as SUG&E, SCZ, and LADWP. The other modification
would prevent some of the gas presemtly going to utility steam
electric plants being diverted to other customexs. SoCal has con-
curred in the staff's recommendation that no class of customer othex
than the utility electric generation class should berefit from or
participate io any g2s made available by wesson of bringing deliveries
to SDGEE's utility eleetrzic gemeration plamnts to parity with SoCal's
retail wtility elaetric gemeration plant customers. If the Commission
considers it eppropriate, applicant does not cppose serving the three
cities, preseatly oa Schedule G=55, on a parity basis under another
schedule such as G~58. ‘

In its opening brief, SoCal provided the following history
and background of sexrvice to utility electric generation and cement

plant customers which in its opinion must be counsidered in evaluating
its parity proposal. | |

"Retail Schedule G-54 was autihorized by the Commission in
1957 in Decisioa No. 5483Ll. Mzay o< the considerations

in that proceeding and many of the 'ground rules' established
by that decision were the source of much of the evidence that
was reviewed in this current proceeding. At tnet time the
utility electric and cement plant customers were in the same
class and were scrved umcer Schedule G-54. COne of the
objectives 0L the G-54 schedule was to provide for a more
nearly equal sartisfaction of the requirements of the retail
utility electric %eneration plant customers {(Exh. GG, pp. 8-9).
With the advent of the G-54 contracts, a higher level of
service to this customer c¢lass was contemplated end achieved
(Txr. 17/16943. The availability of this interruptible

nerket permitted the contracting for additional volumes of
out-of-state gas. A4s the result, distinet benefits have
been made available for all customer classes. These
increments enabled SoCal to zachieve a kigh level of sexrvice
for the interruptible classes, while at the same time
assuring its ability to meet the long term requirements of
the firm customers (Tr. 17/16%4; 18/16992-1701).
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"In 1958 service to San Diego's electric plauts were(sic ) zslzo
brought to parity with the retail plaomts (Exh. GG, pp. 8~9%)
Schecule G-34 stated the basis for the dgtermination of
prioxity for the retail customers as & M°cfd plus 50 pexcent
of the remainder of the contract volumetric rate at the 'A'
pricrity plus the balance of the coatract volumetric rate

at tke 'S~1" oriority (Tr. 18/17Cl). It also stated the
limitation on the 'A' block as 15 percent of out-of-state
gas. Solal's §-54 sehedule was comtroversial and exceedingly
complex (Txr. 17/1646). The retzail sustomers made it kmown
that they desired to have a schedulz where the Terms were

more cleaxly and simply statad than under Schedule G-54
(mh- GG_, ppo 10‘11).

"Im 1961 in Decision No, 62260 (Case 592%4), the Commission
indicated that service for utility electric gemeration
pLant custcmers should be separated frxoan that for cement
pLants oné other interruptible customers (Exh. GG, pp. 12-13;
Tx. 17/1646). This set the background for additional
chazges in schedulec and new schedules that were developed
(Tr. 17/1645-16466). Duwing this tixe period, & whole
series of interim schedules were made effective. Among
these were Schedules $=54L, and G-54S for rthe electric
olants and G=54M for the cement plants (Tr. 1L7/1642-1644).
Schedule G-55 came into existence in 1965 and Rurbank,
Glendale and Fasadena comtracted under it at that time
(Tr. 17/1644). The G-56 cexent plant schedule was also
zuthorized at that time and Schedule 6-53T was also mede
availzble to the cement plant custeomers (Tr. 17/1668).
Schedule G-58 was net adopred until 1967, at which time
Edison and LADWP contracted under it (Tr. 17/1643).
Burbank, Glendale and Pasadena elected to stay with their
G-55 contracts. The G~54 contracts of Edison and LADWP
remained suspended and imactive at the time the §-53
contracts were eutered into."
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Equal satisfaction of gas rcquirements from the PLU System
for utility electric genmeration plants has not been proposed by
either applicant oxr steff. From a practical standpod int, it appears
that contractual conciderations and departures of forccasted requmre-
merts from those whick actually materialize as well as possibly
operational factors inmcluding tle rzlative customer-size and custower=-
load pattern would dictate somewhat wnequal levels of service. The
following tabulation of levels of sexvice based on test year 1972
(excl, PG&E source gas) shows that this in fact 1s the result under
the paxrity proposzls of SeCal and staff:

Anplicant Staff
(-] 50'

SCE 43.3

LADWP
SDG&E
Buxbank
Glendale
Pasadena

43.7
&l O
28 3%
3L.1*
27.6%

45.3
42.9
45.0
35.7
39.0
34.8

* Not inciuded in applicant's parity proposal.

It is SoCal's position in part that deliveries to SDG&E
scuid be brought to purity of sexrvice ia 1972 with the present G-38
customers without modification of the G-61 sgreement subject to

Commission coacurrence. Such concurrence will be forthcoming because
it provides 2 fair basis upon which to resolve the relative level of
sexvice which SDCSE is to receive for its utility electric generation
plants. That level of service will be set to appreximate the levels

of sexvicse of SCE and LADWP and to be operative until such time as a
higher level of service would result under the G-61 agreement.
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Consistent with the G-61 agreement, the total. arpudl
deliveries to SDGE&E including "make up” gas is intemded to equal not
less tban the product of the contract demand of 221,000 Mcf per day
times the 365 or 365 days in the year., This means that comparable
levels of sexrvice with SCE and LADWP? will be maintained only until
the flooxr on level of service to SDG&E is reached as determined in
relation to contract demend quantity, Thereafter, the level of
sexvice To SDGEE’s utility electric gemeration plants would not,
however, remain comstant but would continue to decline as a result
of growth in SDGSE's fixm and regular jinterruptible customer require-
vents in relaxlon to a fixed contrzet demand quantity of 221,000 Mcf
per day.

Our treatment of SDG&E results in a diStinguLshable level
of sexvice to its utility electric gemeration plants, oue which is
derived in part from 2 parity coumsiderstion with SCE and LADWP
resulting in an eguivalernt daily contrset quantity of 157,100 Mef
per day Zor purnoses of curtailment classification and in part from
the fact that SDGEE is a wholesale customer with a contract cemand
of 221,00C Mcf per day providing a floor, as discussed above, below
whick the equivalent daily contract quantity is inoperative. .

CL course, SCE and LADWP also receive individually a different level
of sexvice which depends upen gas availability in relation to their
- Tequirements and their G-58 contracted for deliveries.

SLGSE is similar to SCE and LADWP in that it cperates
utility electric gereration plants and purchases gas from SoCal. It
differs in that it is a wholesale customer purchasing gas for resale
to firm and interruptible classes of sexrvice and for use in its
utility electric gemeration plamts, comtracts with itself in effect
in establishing a comtract volumetric rate for its Schedule G-Sé,
has no independent sources of gas - SoCal bexng its only gzas suppliex,
and operates an integrated gas system,
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In test yeaxr 1972 the levels of service (excluding PGSE
souxce gas; of SCE,LLLWP,and SDG&E utility electric genmeration plants
and related daily contract quantities employed for puxposes of curtail-
nent classification, as reflected in our adopted operational results
are as follows: ‘

Level of Service Daily Contract Quant£:y '
sce 46.7 652.2 |
LADWP 43.3 o 293.5
SDGSE 45.% 157.1 _

We turn now to the cities of Burbamk, Glendale and
Pgsadena, which take service for their nunicipal electric operaticas
wader Schedule G-55. Because of the gas supply shortage and the
resultant increase in exposure to the penaley provisions in the G-55
contracts, SeCal gave notice prior to April 1, 1971 to terminate
these cortracts over a pericd of five years. The result of rhe
short~-terming of these contracts is that these three customers will
experience a furtker decrease in the volumes of gas they receive
because the contract quantity decreases 26 percent per year. The
staff, rhe three cities, and applicant appear to agree that service
henceforth should be provided to the three cities under the price
and conditions sssociated with Schedule G-53 in order that all resail
utility electric generation customers would be provided a level of
service ccmmensurate with their full coutract quantities. We zlso
agrea. Thus, service to these three customers should de provided
pursuant to a G-58 type contract wita their contract quantities

restored to the pre-~s hor*-te-mzng <evels and Schedules G-SS aad
G=55A saould be terminated,
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Under the changed gas supply conditions anoter -Importact
aspect of an equitable distribution of available gas supplies concerns
the level of service to the reguler interruptible customérs,
especially to the largest of these customers. Within this class
there are 1,575 regular interruptible customers having a total
requizement of 262.1 Mocf in test year 1972. Seme 26 or 27 of these

=stomers account for 43.3 percent of this totel requirement and are
assigned to a curtailment priority (A-Block) having tke most exposure
to curtailment within this class. Because of a long established |
Price-priority relationship, both rates and level of service to =he
4=Block wegular interruptible customers are higher than those for the
Schedules G-55 and G-58 customers. The average rate to regular
interruptidle customers at "A" priority at "present rates" is
35.8 cents per Mcf. At 1060 Btu, this rate converts to 37.5 cents .
Per M Btu as compared with the G-58 schedule present rate of 33.455
cents per M Btu.

SDGSE contends that a proper extemsion of the parity
concept advocated by SoCal, the “price-priority” relationskip not-
withstanding, would be o include the A~Block priority regular
interruptibles with the utility electric gemeration plants in 2
common gas pool in oxder to develop comparable levels of sexvice.

The record herein discloses that um:zil the Spring of 19271
wlen they comverted to regular interruptible Schedule G-53T, three
of SoCal's four cement plant customers were served vnder {ts lowest
pricxity of service schedule, Schedule G-56. As to size, the cement
plant customers fall in the mid-range of SoCal's 4-Block priority
regular interruptible customers, Also, the Imperiel Irrigation
Distriet, operating utility electric generaticn plants, has'been
droviced sexvice historically, fn part at least becsuse of it
iocaricn, under regular imterruptible schedules, Moxeover, the
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vexy large fegular Interruptible customers appear to be experiencing
substantizl growth in their requirements and this together with
their higher priority of sexvice in relation to Schedule G~55 and
G-58 customers will tend to widen the spread in their respective
levels of sexviee. -

Based on our adopted test year 1972 operatiomal results,
which exclude the PG&EZ souxce gas, Schedule G-55 and G-58 customers
and SDGEE's utility electric generatiom plamnts will receive a 45.1
pexceat level of service compared with a 78.7 percent for 3-Block
regular Iaterruptible customers. This difference in levels of
sexvice is'being mitigated somewhat for the time being by the PGLE
source gas which is expected to be available only in 1972 and which
increases the level of service to utility steam electric customers
to 53.3 perxcent.

In sumary, serious doubt has been cast in this proceeding
upon whether the A-Block regular interruptible customers'’ share of
gas supplies is equitable in relation to that of the utility electric
generation plant customers. In the circumstances, the course that
appears indicated within the limitations of this recoxrd is to make
some allowance in rate spread, as we have dome in reflecting to some
extent the impact of the cost of altermate fuels in relatiom to
curtailment exposure, for the further divergemce being experienced
in the relative levels of service to such customer groups and in
addition to alert applicant and its A-Block regulax iﬁterruptible
customers that this is an area of inquiry which will warzant
exzmination in depth in applicant's next gereral rate proceeding.
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Curtailment Priority System , S

For more than 3C years Rule 23 has been the PLU System
guide as to the general relationship of service to customer classes
during 2 shortage of gas supply. In Rule 23, Sectiom (&), the
general basis for curtailment of interruptible service is set forth
as follows: |

L. Customers served under interruptible service schedules
shall be classified in groups based on the average
price paid by easch customer, and curtailment skall -
first be made ir the lowest price group. These groups
shall be subdivided for curtailment purposes and, to
the extent practical, curtailment shall be equalized
among customers in each group by rotating curtailment
azong the subdivisions of the group. Curtailments
which exceed the total volume of gas used by all
customers in the lowest price group shall, in the same
manner, be effected successively in the higher price
groeps. Restoration of interruptible service shall be
made in the seme mannexr, but inversely as to price
groups.n .

Further detail regarding the determinzticn of curtailment
priority has been sct out in some of the rate schedules; such ds_
G=54, but not in others, such as Schedules G-55, 56 and 58 developed
later ~ when it was well known by eligible custowers how prioxities
were tc be determined and the objective was to make these schedules
and contracts less complex. Reports of curtzilment, including the
nurber of customers im various priority blocks, the daily poteatial
for curtailment in each block, and the amount of cuxrtailzent Imposed
each month, have been and continue to be filed with the Commission
each month pursuant to General Oxder No. 58-A. The results of
curtailment, therefore, have been end zxe available for continuing
Commissicn and customer review. Im addition, im Tesponse to the .
staff's concern in this area, SoCzl proposes to modify Rule 23 to
set out mere clearly the dzsis for determimation of priority
blockings and the methed for impositionm ¢f curtailment, Toe proposed
xocification i5 contained Im Exhibkit 30,
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SoCal will be directed to expand Rule 23 to include the
rather extensive detail contained in Exhibit 30 together with such
modifications as are necessary to be comsistent with the limited
parity treatment of SDGSE's utility electric gemerationm plants
adopted herein, an Increase in the A-Block limitation for the
utility electric generation customers including that type of
requirement of SDG&E to 21 pexcent of out-of-state gas, a transfer
of the G-55 customers to Schedule G-58, and a discontinuance of
Schedules G-54, G-55 and G-56.

In this conmection, the following daily contract quantities '
(DCQ) are to be used for purposes of curtailment classification of

utility electric gemeration service in place of those shown in
Supplement B of Exhibit 30.

Customer Rate Schedule 1 DCQ;Mzéfd'

Southern California ‘ -
Edison Company G-58 | ,652 2;
Los Angeles Department of S o
Water and Power G~58 ' 293 S
City of Burbank N -
Public Service Department 3 13 3
City of Glendasle -
Public Sexrvice Department G-58 10 0
City of Pasadena ' | N
Water & Power Department G=58 . ‘ 12.5
*San Diego Gas & Electric X I
Company G-61 157.1
* The DCQ of 157 1 M?cfd is controlling only until the total
anuual deliveries to SDGS&E is expected to decline to the

product of 365 or 366 days in the l2-month period commencing
Novenber 1 of each year times the G-61 contract demand of

221,000 Mcf per day. The total annual deliveries is to be

ma:nta;ned at that level thereafter to the extent consistent

ﬁ}tgathe G-61 contract and irrespective of the DCQ of 157.1
c -
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The establishment of the above DCQ's is consistent with
Their application in arriving at our adopted 0pera:ionél_results fo=
test vear 1972 and provides a fair basis from which to determire
henceforth curtailment classification for utility electric generation
sexrvice. In addition, such establishment of DCQ's mekes it neither
necessary mor comstructive, so long as there is minimal or no . "S-2"
gas availability, to settle the centrovexsy which déveloped during
the course of the proceeding as to whether or not the gas require-
ments input for such cusztailment classification should be‘baSed_on
aonual forecasts of such requirements or om the most receat annual
Tequirements actually experienced, problem areas being involved with
either basis. Commission approval must be sought‘toﬁchange‘these.
daily contract quantities. -

E = Proposed G~58 Contract Revisions, Proposed
Conversion of Schedule G-61 to Therm RXates,
and Contingent Offset Charges

SoCal estimates that its deliveries to LADWP and SCE will
£all below the periodic and annual quantities included in the G-58
contracts deczuse of the gas supply shortage and its inability to
contract for and have certificated additiomal imcrements of gas
supply. It proposes in Exhibit 2 a revision to these comtracts
which will clarify them so that there is no questica that the
sexvice therewnder is interxruptible aad that tae delivery‘obligatiaus
ic these agreements are subject to and limited by-the—curtailmént
priority system. S




L. 52696 - sig/ch

The G~-58 contract was designed to create greater mutuality
of obligetions thanm under Schedule G-S4.§j The Schedule G-58 serxvice
was within the framework of being able to comtzract for gas supplies to
deliver the comtract quantities, while still performing the necessary
curtailment as dictated by higher priority operations. The proposed
G~58 contract clarification is appropriate and should be made.
Commodity Rates on Therm Basis for Schedule G-61

As a xesult of the proceeding in Phase II of Application
No. 50714 (also Application No. 50713) and Decision No. 76597
thereon issued December 23, 1969, the desirability of an appropriate
conversion of Schedule G-61 to a therm basis was established. 4
major reason the conversion has not been made since them is because
both applicant and SDG&ZE/ were not before us as they are mow with
general rate imcrease applications. In this situation, SDG&E's
schedules for gas service can be converted to a therm basis so as
to reduce the impact on SDGE&E that would occur upon a.furthe: decline
in heating valve, if the commodity portion of SoCal's G-6l xate is
converted at 1060 Btu to a therm basis. _

We have considered and reject in the presént circumstances -
SDG&E's contention that all rates and charges and the contract demand
quantity in SoCal's Schedule G-61 be comverted to a therm basis., The
monthly facility charge and the monthly demand charge per Mcf of
contract demand quamtity are both related to fixed cost whick in
turn relates closer fumetiomally to volumetric capacity tham to

2/ 4s pointed out earlier, Schedule G=-54 has not been active for

some time and is to bte discontinued. The Schedule G-58 custeomers
wanted it as a possible service to retreat to if they terminated
theix comtracts under the couditions provided in G-58. It is

no longer a workable, viable schedule.

Application No. 52801 for a genmexal inecrease in rates for gas
cexvice, ‘ - ‘
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heating valve. SoCal's other wholesale schedule (G~60) and Pacific
Gzs and Eiectric Company's schedules for resale gas service limit,

and appropriately so, the therm basis to the commodity rates inm those
schedules. It is nmot unreasonable that wholesale customers bear some -
exposuxe to the risks and resultaat impact of declining heating |
values. ' : o

The rates prescribed for Schedule G-61 in Appendix B to 
this decision are designed to yield total annual revenues of
$39,243,000 based on the test yeer but exclusive of tracking increases
afcer Lpril 9, 1871, and the commodity rate of 34.716 cents per Mthu=
therein, to which such tracking increases are to be added, has been
set at the samz level as tke rate in Schedule G~58.

Contingent Offset Charges ‘

SoCal's rates for gas service include offset charges
related to increases and decreases in cost of gas from EL Paso -
Natural Gas Company &ad PLS Co (including Califormia gas) as a result
of F.P.C. Dockets Nos. RP65-G6, RP69~20, RP70~11l and RP71-13 of
El Paso and RP69-27, RP70-19 and RP71~] of Transwestern Pipeline
Company. Such offset charges are collected subject to refund amd
reduction depending upon the level of just and reasomable rates the
Federal Powar Commission ultimately determines in these dockets.

We have in several instances in this decision referred to
tariff changes proposed by SoCal in respomnse to Decision Ne. 77010
dated March 31, 1970 in Application No. 51657, which authorized the
merger of SoCal and So Counties. Ordering Paragraph 9 in that |
decision states: ‘ |

"9, Within ome year after the effective date of rthe
merger herein authorized, Soutkern Califormia
Gas Compamy shall file a plan for rate consoli-
daticn whereby the rate schedules of the surviving
corporation will be consolidated to provide
uniform rates for like service within appropriate
heating value districts end zoned rate areas.”
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Because of differences in contingent offset charges in
rztes applicable to pre-merger territories, SoCsl proposed originally,
as shown in Exhibits 8 and 12, parallel but separate rates applicable
to the pre-merger territories. Im a later exhibit, Exhibit 29, an
approprilate consolidation of offset chaxrges was developed by weighting
the respective offset charges for each docket aud class of sexvize by
the volumes upon which the offset charges were initielly escablished;%‘

No opposition was expressed to comsolidation of offset
charges. Their adoption for application prospectively, not
retréactively, appears fair and equitable in light of parallel rate
levels to be applicable to pre-merger territories. As pointed out
earlier, this will substantially reduce the number of rate schedules
required. Comsolidated contingernt offset charges, as prescribed in
Appendix B to this decision, will be authorized.

F - Proposed Gas Adjustment Clause

The cost of purchased gas comprises about 60 percent of PLU
System's operating expenses. TFor this reasem, changes in purchased
gas costs cam have a very substantial effect upon earnings. Unless‘
SoCal is allowed to offset purchased gas cost increases as they oecur
it may suffer am irretrievable reduction in earnings. ‘

Since 1969, SoCal and PLS Co have experienced fluctuating'
changes in purchased gas costs due to changes-in‘rates filed by their
out-of-state gas suppliers. These changes have resulted both in
basic rate increases by these suppliexrs and from so-called "tracking”
increases. 4 'tracking" increase is ome put into effcect by the out-
of-state supplicr only to reflect am imcrease in the price it is
required to pay for gas. Basic rate increases cover all other
increases in pipeline supplier rates. The price of gas purchased
from out-of-state suppliexs is euntirely subject to the jurisdiction
of the Federal Powexr Commission. o
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SoCal is now required to respond to basic gas cost increases
oy filing formal applications with this Commission for authority to
offset such increases in its costs. One of the reasons for this is
that before such basic gas cost increases cam be put into effect by
the out-of-state gas supplier a suspension period of up to six months
is normally invoked. With respect to supplier tracking rate increases
which become effective on short notice, this Commission has permitted
applicant to be time-responSive'to such increases by authorizing
offset rate increases through the use of the 4dvice Letter Procedure.
This procedure was first established by Decision No. 76068 dated
dugust 26, 1969 in Application No. 51055.

As a pertinent recemt development, Crders Nos. 452 and
452-A issued April 14, 1972 and June 13, 1972, respectively, by
the Federal Power Commission in Docket No. R-406 establish a proce-
/" dure for establishing a purchased gas cost adjustment provision in
Naturzl Gas Pipeline Companies' FPC Gas Tariffs to flow-through
changes in their cost of purchased gas. In Order No. 452-A, it is
stated that "The PG4 clause is intended to be a complete replgcement
for tke concept of purchased gas cost tracking autbority heretofore
utilized.”" Order No. 452, establishes, among others, a {5-day
notice requirement of any PGA rate changes and a requirement’:hat’
rate changes not be filed more frequently thar semi-anmnually to N
refiect the current cost of producer purchases.

Undex its proposal in this proceeding SoCal would: an;ude
a purchased gas adjustment provision in its tarif? schedules or, in
the altermative, adjust its rates pursuant to an enlarged Advice
Letter Procedure to offset amy change in the cost of purxchased gas
attributzble to changes in the prices charged to SoCal by its.
suppliers. Changes in gas cost to SoCal from any supplier source
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Tncluding basic rate increases of out-of-state‘suppliers thus fall
within the scope of either the proposed purchased gas adjustment
provision or the proposed enlarged Advice Letter Procedure altermative,.
Many of the parties to the proceeding, including the Commission

staff, comsider the existing tracking and offset procedures afford
ample protection for applicent with regard to increases In the cost’

of gas purchased from suppliexrs regulated by the Federal Power
Counmission. ' :

SDG&E, however, supports a purchased gas adjusStment
provision or an enlarged Advice Letter Procedure for SoCal but would
modify the proposed uniform cents~per-unit rate spread applicable
to such adjustments because it reflects umaccounted for gas, franchise
taxes, and uncollectibles on a system average basis. Such treatment
of these comparatively minor items is neither unreasonable nox
improper in fixing rates. |

The staff supports spreading henceforth the changes in
gas cost ou a uniform cents-per-therm or thermal unit basis as
proposed. Such a spread for the future is not incompatible with
the concept of rolled-in pricing for eventual new increments of
gas supply and will prevent any further departure in rates for the

Largest interruptible customers from the average cost of basic gas
suppiies.

After careful consideration, it is our view the‘exiSting«

Advice Letter ProcedureZ/ should be retained with two important

changes, however. The spread of tracking~type increases tec customer

7/ .
~ Decision Nos. 80182, 79515, 78459 and 77101 in Application No.
51567 and Decision No. 77100 in Application No. 51568.
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classes should be changed for such future increasesvas.décur to a
unifornm cents-per-therm or thermal unit basis and be determined
consistent with test year 1972 gas purchase and sales volumes
adopted herein. The cost of gas changes and required revenue offset
resulting from 0.1 cents per Mcf change in El Paso rates and in
Treznswestern rates, respectively, have been developed based on the
adopted total gas purchases of 1,000,805 M?cf and total sales of
879,086 Mch for test year 1972 and are set forth in Appendix C
of this decision. 4s the other change, SoCal's authority to adjust
its xates pursuant to that procedure should be extended to and
including December 31, 1973 and expanded to encompass both the
existing tracking authoriry obtainmed by El Paso and Transwestexrn °
from the Federal Power Commissior as well as future increases of
tkis type which may result from purchased gas adjustment clauses
of those companies if such clauses evolve pursuant to that
Commission's oxders (Docket No. R-406, supra). | .
Before proceeding to our findings and conclusions and the
orcer herein, we should peiat out that it is not practicable in a
proceedirg as extemsive as cthis one to rule individually on all the
various points brought befere us for consideration. Our objective
has been to discuss and rule on those matters which seemed of najor
importance in deciding the validity of applicant's requests.
Howevex, broad comsideration has been given to all matters though
each may not be SpeCichal y treated herein.




Findings

1. In this application SoCal's request for a general increase
in rates I5in the amount of $64.2 million above the rates in effect
&pril 9, 1971.

2. Prior to this proceeding the operations of PLU System. were
last exhaustively analyzed by the Commissior in Application Nos.
51567 and 51568. Decision Nos. 77975 and 77976 were issued thereon
November 24, 1970. The test year used was 1970.

3. The year 1972 is reasonable and appropriate to serve as
the test year in this proceeding.

4. The adopted estimates inm Tables 1 and 2 of the foregoing
opinion, as discussed in that opiniom, of operating,revenues,
operating expenses and rate bases of SoCal and PLS Co for the test
year 1972 are appropriate to determine SoCal's gross revenue
deficiency under present rates amd should be used for that purpose.

S>. SoCal's earnings umder "Present Rates" from its opera*ions
during the 1972 test year produce a rate of return of 6.59 percent
on a rate base of $770,677,000.

6. A rate of veturn of 8.0 percent for the PLU System is
reasonable. A corresponding return on common equity undex the
adjusted capital structure adopted would be 11. 65 percent.

7. A fixed rate of return for PLS Co for application in its

cost-of-service tariff of 8.0 percent on its rate base of $174,201,000
is reasomable.

8. SoCal is im meed of additional revenues but the: increases
it requests would be excessive. , -

9. SoCal is entitled to increases of $10,559,000 iz net
annual revenues %o raise its test year rate of return from fhe

present 6.59 pexcent to the 8.0 percent here*nabove found to~be
reasonable.
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10. An increase of $23,232,000 in annual‘grossﬁtéGénues-based
upon the test year 1972 is justified. Accordingly; applicant should
be guthorized to increase its existing gas rate levels to the extent
indicated in Appendix B hereto so as to yield additiomal annual
gross revenues in the amount of $23,232,000 based upon the test year.

11. The authorized increase is consistent with Rule 23.1,
effective August 2, 1972, of the Commission's Rules of Procedure:

a. The increase is cost-justified and does not
reflect future inflatiomary expectations;

b. The increase is the minimum required to assure
continued, adequate and safe service and to

provide for necessary expansion to meet future
requirements;

The increase will achieve the minimum rate of
return needed to attract capital at reasonable

cost and not to impair the credit of the PLU
System;

The increase does not reflect labor costs in
excess of those allowed by policies of the
Federal Price Commission;

The increase takes into account expeéted and
obtainable productivity gains.

All classes of service should bear a portion of the .
requixed revenue increase of $23,232,000.

13. The xates authorized by this Commission as set forth inm
Appendix B hereto reflect a fair and reasonable apportionment of the
authorized increase in gross revenues of $23,232,000 to the various
classes of service. \ -

14. As part of SoCal's proposed purchased gas adjustment pro-
vision or proposed enlarged Advice Letter Procedure alternate, it
proposes to adjust rates for all classes of service on a uniform
cents-pex-unit basis to spread the changes in gas costs which cccur.
The concept of spreading henceforth the changes in gas coSt on a
uniform cents-per-therm or thermal unit basis is reasomable.

15. The existing tracking and offset procedures, as discussed
in the foregoing opinion, afford protection for the PLU System with
regazd to iIncreases in the cost of gas purchased from suppliers reg-
ulated by the Federal Powex Commission. '

73
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16. Modification of the existing Advice Letter Procedure, as
described in the foregoing obinion, is reasonable. Neither an
cnlaxgement of this procedure to the extent proposed by applicant
noxr a purchased gas adjustment clause appears mecessary at this
time. | | L

17. The costs of the joint venture drilling project and the
expended gas development activities are being shared as deseribed
iz the foregoing opinion, and it is xecasomable that an apporticn-
ment between SoCal, including its affiliates, andjSOCai's ratepayers
of the economic benefits in the form of met revenues or refunds, if
any matericlize from these projects, be made consistent with the;r '
relative participation in such costs.

18. Consolidation of rate schedules and contingent offset
charges, discontinuwance of cextain rate schedules and closure of
others to new customers, and other tariff modifications, as dis~
cussed in the foxegoing opinion and prescribed in Appenaix B here-
to, is reasomable.

19. Conversion of the commodity rate in Schedule Ge61 to a
thern basis is proper, fair and reasorable. |

20. It is SoCal's position in part that gas delivexies to
SDGSE could be brought to parity of service in 1972 with the present
G-58 customers without modification of the G~61 agreement subject to
Commission comcurrence. Our action tzken herein provides such con~
currence through Appendix B hereto which sets the level of sexvice
o SDGEE's utility electric gemeration plants to approximate the -
levels of sexrvice of SCZ and LADWP until such time ss a higher levcl
of sexvice wotld result undexr the G-61 agreement, as di: seussed in
the foregoing opinion. In view of this actiom, it is not necessary'
o modify the G-61 agreement. ‘

21. The modifications to the G-53 contracts proposed by SoCal

- in Exhiibit 2, to c;urify thace contracts a2re reasoasmble.

It is reasomabie to make scrvice availsble ¢ the clticq
of Burbark, Giendzle and RPasadensa unde* Schedule G-38 pu:sunnf to

=Tl=




A.52696 NB **

a G-5¢ type contract with their contract quantities restored to the
pre-short~terming levels.

Based upon consideration of the record and foregoing find~-
ings the Commission concludes as follows:

1. The application herein should be granted o the extent set
forth in the preceding findings and in the following order and im
ali other respects should be denied.

2. The increases in rates and charges authorized herein are
justified. _ | |
- 3. The rates and charges authorized herein are just and
reasonable and present rates and charges, imsofar as they differ
therefrom, are for the future unjust and unreasonable.

4. SoCal and its affiliates should continue to keep the
Commission's staff fully informed of the status of om~going gas
development projects and proposed new ventures under their gas
exploration and development program by periodic special reporte and
conferences.

5. All motions consistent with these findings_andiconclusions
should be gracted amd those inconsistent therewith should be denied.

6. The modifications to the $-58 contracts pfopbsed;by SoCal,
as set forth in Exhibit 2, to clarify these contracts should be
made. :

IT XIS ORDERED that: .
%. Southern Califormia Gas Company is authorized to Lile with
this Commission, on or after the effective date of this ordex, .
revised tariff schedules with changes-iﬁ rates, charges, and cordi~
tions as set forth in Appendix B attached hereto. Such £i1ing shall
cemply with Genmeral Orxder No. $6-A. The effective date of the
revised rate schedules shall be four days after the date of £iling.
7ne xevised rate schedules shall apply-oniy tovservice‘rend¢réd o
and after the effective date thereof. ' | | |
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2. The Advice Letter Procedure pursuant to which applicant
adjusts its rates to offset certain changes in cost of purchased
gas, as established or modified through Decisions Nos. 80182,
79515, 784069 and 77101 in Application No. 51567 and Decision
No. 77100 in Application No. 51568, is further modified to require
henceforth a uniform cents-per-therm or thermal unit rate spread as
prescribed in Appendix C hereto. 1In additiom, applicant's authority
to adjust its rates pursuant to this procedure is extended to and
including Decembexr 31, 1973 and expanded to encompass both the
existing "tracking' authority obtained by El Paso and Transwestern
£from the Federal Powex Commission as well as future increases of
this type which may result from purchased gas adjustmént’ clauses of
those companies. |

3. Schedule G-58 contracts shall be modified in accordance
with Exhibit 2 in this proceeding.

4. All motions consistent with the findings and conclusions
set forth above In this decision are granted and those inconsistent
therewith are denied. :

The effective date of this oxder shall be twenty days
after the date hereof.

Dated at San Franeisco California, this Z %‘-day
of arinneY , 1972, _ -
. 5/4«%{:.43 i
T ok s't‘o..\ ™. ) . o
m—MMioner

Tomnlssionexs 3
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APPENDIX A
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List of Appearsmces

Rufus W. MeKinney, Frederick A. Peasley,
K. R. idsall, and Jack D. Janofsky,
Attormeys at Law, for applicant.

Sherman Chickering, C. Hayden Ames, and
Donald J. Richardson, Jr., by Donald
J. Richardson, Jr., Attoraey at Law;

rdon Pearce and Fred Y. Fox, Attorneys
at Law, Ior San Diego Gas & Electric
Company, protestant.

Roger Arnebergh, City Attormey, by Charles
E. Mattson, Deputy City Attormey, foxr
City ofF Los Angeles; Rollin E. Woodbury,
Harry W. Sturges, Jr., William &. Narx,
wWilllam Seaman, James Trecaxrten, Dennis
Monge and Ropexrt J. Cahall, Attorneys
at %aw, and C. L. Humter, for Southern
California Edison Company; William L.
Knecht and R. 0. Hubbard, Attorneys at
Law, for Californis Farm Bureau
Federation; L. L. Beudinger, General
Managex, by Edward C. Wright, Leonard
Putnam, City Attormey, by Harold A.
Lingle, Deputy City Attorney, for City
of %ong Beachh Gas Department; Louis
Possner, for the City of Long FTeach;

Koy &. Wehe, for the City of Long Beach

and Imperial Irrigation District; Robert

W. Russell and Manuel Kroman, for Deparc-

ment of Public Ttilities & lransportation,

City of Los Angeles; 4rthur T. Devine,

Deputy City Attormey, and John O. RusSell,

City of Los Angeles Department of Water & Power;
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List of Appearances

Thomas G. Burns, Sr. and Edward Hall, for
Utility Workers Union of America AFL-CIO,
Local 132; Alex Googooien, City Attornmey,
for City of Be ower; Robert F. Smith,
Walter C. Leist, and P. M. Ahlstrand, for
Union Carbide, Linde Division; Remm C.
Fowler and Maurice J. Street, Attornmeys at
Law, for Office of Gemeral Counsel, General
Services Administration, Washingtom, D.C.;
Hugh M. Flanegan, Attorney at Law, for
Ca%ifornia Portland Cement Company; Alan
Watts, Attormey at Law, for City of Znaheim;
O'Melveny & Myers by Patrick A. Randolph and
Donn B. Miller, for Cities of Burbank,
Glendale and Pasadena; Kenton L. Parker, for
City of Glendale, Public Sexrvice Department;
Lynn MeArthur, for City of Burbank, Public
Sexvice Department; Brobeck, Phleger &
Harrison, by Gordon E. Davis, Attormey at
Law, for Californizs Manufacturers Association;

Curtis M. Fitzpatrick, Chief Deputy City
Attormey, for City of San Diego; J. A. Witt,
City Attorney, by William H. Kronmberger, Jr.,
Attormey at Law, for City o n Diego;

Wendell R. Thompson, City Attormey, for Depart-
ment of Water & Power, City of Pasadena,
intexrested parties.

£linore C., Morgan and Leonard L. Snaider, Attormeys
at ng, and Melvin Mezek, for the Commission
staff.
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RATES ~ SOUTHERN CALIFORNIA GAS COMPANY

TERRITORY - Within former Southern California Gas Compan
and Southern Counties Gas Company of CS%%iornia
Service areas.

Applicant's rates, charges, conditions, and rate areas are
changed to the level or extent set forth in this appendix.

RATES AUTHORYZED EXCLUDING TRACKING.,INCREASES
SUBSEQUENT TO APRIL 9, 19711

TARIFF SHEET REVISIONS EXCLUDING DEFINITIVE RATE LEVELS,
EXBEIBIT 12, are adopted except as modified in this appendix. There
shall be no references to the purchased gas adjustment in the tariffs.
Certain of the changes in Exhibit 12 are explained or repeated herein
for pwrposes of clarification.

Change the title of Schedules Nos. G-1 through G-5 to '"GENERAL
NATURAL GAS SERVICEY, which is the title used under the existing
Schedules Nos. G~11 through G-17. :

GENERAL NATURAL GAS SERVICE

Rezoning, rate area changes, and consolidation of schedules
from 15 rate zones to 5 rate zones are showm under "TERRITORY''.
Delete Schedules Nos. G-6, G-8, G-9, and G~11 throu .

The blocking of areas formerly sexrved by Southern Counties Gas
Company (undexr Schedules Nos. G-11 through G-17) are modified and
extended to conform to the blocking within the areas formerly serxved

by Southern California Gas Company (Schedules Nos. G-1 through G-6,
G-8 and G-9). o '

APPLICABILITY

Deiete specific references to Rule No. 30 in Schedules NbsQ G-1
through G-5. - S

1 Applicant is authorized to add authoxized tracking increases sub-
sequent to April 9, 1971 until the effective date of its Advice
Letter filing made pursuant to this order. A summary of such
increases through July 1, 1972 is tabulated on page 12 of this
appendix.




A.52656 NB

APPENDIX B .
Page 2 of 12

GENERAL NATURAL GAS SERVICE=~Contd.
TERRITORY

The rate areas by rate zone progosed in Exhibit 8, Table 20N
and partially described in Exhibit 12 are adopted w'.t.th the following
modifications:
1. Proposed Schedules Nos. G-1ll through G-1l4 are
changed to G-1 through G-4.

2. Change rate schedules as indicated for the
rate areas tabulated below:

:Rate Arxea: _ : Rate Schedule :

: Number - Designation _:Present:Authorized:
6 Palos Vexdes c-3 - G=3
8 Transmission Pipelines-Castaic North G4 - G=4
25 Santa Barbara County (West) G-15 G4
309 New Cuyama G-5 G4
401 Earlimart A G=4 G-4

RATES

Commodity Charge: : “Per ‘Mater Per Month
Regular Usage: 3 G=1 - G—2 s G-3 : G=li + G5

First 2 thermal units, per unit $2.95% $3 .01 $3.06% $ 3.18% $ 4.Cé*
Next 28 thermal units, per unit 8.610¢ 8.872¢ 9.367¢ 10.2W3¢ 11.755¢
Next 970 thermal wnits, per undt 7.653 ~ 8.053 8.469  8.966  9.438
Next 2,000 thormal wnits, per wndt 7.414 7.4 7.404  7.44 T4
Next 17,000 thermal units, per wndt 6.965 6.965 6.965 6.965  6.965
Over 20 000 thermal units, per undt 6.594 6.594 6.59L  6.59L  6.59L

# Same text relsting to space
heating customers:
. Mimimun Charge:
ALl customers except o o .
"space heating only" : $2.95 $3.01  $3.06  $3.18  $4.06
Space heating only customers: o

November through April ' 5.90 6.02°  6.12 6—.36 812
May through Octoder " None  Nome None - None Noz;e’
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CENERAL NATURAL GAS SERVICE—Contd.

SPECTAL CONDITIONS

1. Delete from Schedules Nos. C-1 through G—Sv'Spocial Conditidni Ne. 1
relating to minimum charges in apartments and mwltiple dwellings which %is con-
tained in exdsting Schedules G-1 through G—6, G=8 and G-9.

2. Contingent Offset Charges Related to FPC Dockets

2. Refunds of contingent offsets for all classes of service
shall be calculated separately for the periods prior to
and subsequent to the consolidation authorized by this
decision, as of the effective date of this order, based
upon the offset charges in effect during these periods.
The identification of customers formerly served under
Southern Cownties Gas Company of California shall be re-
tained in order that the amounts refunded reflect the
contingent offset charges in effect during the precon-
solidation period., Section E.h.c. and Section E.4.d. of
the PRELIMINARY STATEMENT shall be incorporated in the
tariffs following the format shown on pages 3 to 5 of
Bxhibit 29 to show the appropriate contingent offset
charges and to provide the basis for refunds of contingent
offsets. Section E.4.c. shall contain offset charges
updated to the effective date of this order prepared in
the same manner as page 3 of Exhibit 29 to provide a basis

of makdng refunds for service up to the effective date of
this order. : '

Section E.h.c. shall also contain the following informa-
tion:

Weighted average contingent offset charges updated to the
effective date of this order, for the rate schedules con—
tained in this appendix, prepared in the same manner as
page 4 of Exhibit 29 to provide a basis for making refunds
Ior service, after the effective date of this order, based
upon previously authorized offset increases. Contingent

offset charges shall be listed in the PRELIMINARY STATEMENT
and not in any rate schodule.

Future contingent offset charges authorized by this Com-
mission related to FPC Dockets and/or purchased gas adjust-
ment clauses, if any, of EL Paso Natural Gas Company and
Transwestern Pipeline Co shall be uniform for all
schedules, expressed as ¢/TU; £/Thorm, or £/MRBtu or the
equivalent thereof for wholesale customers. Any future
increase authorized will be shown in Section E.h.c. of

the PRELIMINARY STATEMENT. No future commodity charge
will be expressed as £/Mcf.
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GENERAL NATURAL GAS SERVICE--Contd.

Change the title of Schedule No. G-10 to "OPTIONAL RESIYDENTIAL
GENERAL NATURAL GAS SERVICE". The rate design has been modified to
provide a uniform break~even point in monthly charges at .30 thermal

units as between each G-10 rate and the GENERAL NATURAL GAS SERVICE
schedule applicable in that rate area.

OPTIONAL RESIDENTTAL GENERAL NATURAL GAS SERVICE
TERRITORY '

Within the rate areas where,Schedulest-l‘throughjc-4'apply;'

: Per Meter Per Month =
:First 2 Thermal:Over 2 Thermal: .
: Units or Less :Units Per Unit:
In rate areas where Schedule G-l applies $1.95 12.079¢

In rate areas where Schedule G-2 applios 2.01 429

In rate areas where Schedule G-3 applies 2.06 12.929

In rate areas where Schedule G-4 applies 2.18 13.821

Commodity Charge:

MULTI-FAMILY AND MILITARY NATURAL GAS SERVICE
APPLICABILITY

Schedule closed to new customers as of théﬂeffectivé'date'df'-aV Y
the oxrder herein. _ ‘ g C o

RATES

Commodity Charge: | ' -Per Meter Per Month:

Regular Usage: . T G=20 . = B

First 20,000 thermal units,'per unit | 7.079¢
Over 20,000 thermal units, per unit 6.565

STREET AND OUTDOCR LIGHTING NATURAL GAS SERVICE

Schedule G-30 isvépplicable systemwide. Withdraw Schedule G-31.
Add blocking to cover lamps of larger imput rating.

TERRITORY

Applicable throughout the system.
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STREET AND OUTDOOR LIGHTING NATURAL GAS SERVICE~-Contd.
RATES

Houxly lamp rating:

1.99 cubic feet per hour or less $1.10
2,00 = 2,49 cu.ft. per hour 1.37
2.50 = 2,99 cu.ft. per hour 1.60
3.00 - 3,99 cu.ft. per houx 1.85
g 00

Rate '"X'" -~ Lighting Service only :Per-LamEAPerMbnﬁﬁf

- 4,99 cu.ft. per hour 2.10
.00 -~ 7.49 cu.ft. per hour 2.40
7.50 ~-10.00 cu.ft. per houxr 2.80

For each cu.ft. per hour of total rated
capacity in excess of 10 cu.ft. per hour 0.35

FIRM INDUSTRIAL NATURAL GAS SERVICE
APPLICABILITY

Schedule closed to new customers as of the effective date of
the orxder herein. ‘ o

RATES

Commodity Chaxge: Pex Meter Per MontE: ‘;
Regular Usage: . G40 s

First 1,000 thermal units, per unit 7.796¢
Next 2,000 thermal units, per unit : 7.006
Next 17,000 thermal umits, per unit 6.548
Over 20,000 thermal units, per unit 6.112

SPECIAL RATES FOR AIR CONDITIONING USAGE

- U -’ -

. :Per Meter Per Month:
Air Conditioning Usage: :May Through October:

First 100 thermal umits, per unit 6.348¢
Next 150 thermzl units, per unmit 5.585
Next 250 thermal umits, per unit 5.122
Next 1,500 thermal units, per umit 4.741
Next 3,000 thermal units, per umit 4.390
Over 10,000 thermal umits, per umit 4,287
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GAS ENGINE NATURAL GAS SERVICE

Combine areas now served under Schedules Nos. G~45 and G-46.
Delete Schedule No. G~46., New blocking differs from that of old
Schedules Nos. G-45 and G-46. '

TERRITORY

plicable throughout the gystem, except within Rate Areasflzs_

and 528
RATES

Commodity Charge: ‘ ' :Pex Meter Per Wonth:

- " -
-

First 2,000 thermal units, per unit 6.336¢
Next 8,000 thermal units, per umit 5.564
Over 10,000 thermal units, per unit 5.204

SPECTAL _CONDITICN

Revise per page 29 of Exhibit 12 changing language on coatracts
and contract termination.

Delete Special Conditions in former Schedule No. G-46 (Consoli-
dated with Schedule No. G=45) providing for aggregating meter reads

for billing under certain conditions and as related to priority of
service, -

INTERRUPTIBLE NATURAL GAS SERVICE

Delete Schedules Nos. G-51, G=53, G=-53V, G=54, G=54A, G=55,
G~554, G-56 and G-58A. No customers are g;esently-served under
Schedules Nos. G=54, G~54A, G-55A, or G=-56. Schedule No. G~350T is
closed to nmew customers. Schedules Nos G=51 and G-53 are consoli-
dated with Schedule No. G-50. Schedule No. G-53V is comsolidated
with Schedule No. G=53T. Schedules Nos. G-=55, G-55A and G-584 are
consolidated with Schedule No. G-58.

These rate schedule consolidations iavolve the previously dis-

cussed consolidation of contingent offset charges and consolidation
of territories.

CURTATIMENT OF INTERRUPTIBLE SERVICE ~ RULE 23

The amplification of Section (d) of Rule 23 contained in Exhibit
30 is adopted with the modifications contained on the following page.
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CURTATIMENT OF INTERRUPTIBLE SERVICE, RULE 23~~Contd.

a. The A Block limit for Utility Steam Electric Geuneration
Sexvice, including wholesale steam-electric requirements, shall be
21 pexcent of the then effective maximum contracted daily demand
contained in the service agreements of Southerm California Gas Com-
pany and its affiliate for the purchase of out~of-state gas. The
daily contract quantities (DCQ) and rate schedules to be substituted
for those shown in Supplement B of Exhibit 30 are as follows:

: Rate : .
Customer :Schedule: DCQ Mchd‘

Southern California Edison Company G-58 652.22
Los eles Department of Water and Power G-58 293.5

City of Burbank Public Service Department G-58 13.5

City of Glemdale Public Service Department G=-58 10.0

City of Pasadena Vater and Power Department * G=58 12.5
*San Diego Gas & Electric Company G-61 157.1

* The DCQ of 157.1 Mchd is controlling only until the total
annual deliveries to SDGSE is expected to decline to the
product of 365 or 366 days in the 12-month period commencing
November 1 of each year times the G~6l contract demand of
221,000 Mcf per day. The total amnual delivexies is to be
maintained at that level thereafter to the extent consistent

v t%dthe G-61 contract and irrespective of the DCQ of 157.1
cfd. :

Rule 23 shall be modified to reflect the curtailment classifi-
cation for regular interxruptible service based upon the rate schedule
consolidations and rate levels contained in this appendix. Add the
following footnote on the curtailment classification pertaining to -
Schedules Nos. G-50T and G-53T: Customers served under this sched-
ule shall not obtain service under anothexr intexrruptible schedule
with a higher curtailment priority when such change in schedule is
primarily to obtain a higher level of service. '

SCHEDULE NO. G-50

APPLICABILITY

Eliminate exception of Rate Areas 120 and 122 .frdr'n exclusion
relating to utility steam-electric gemerating station service.

TERRITORY

4 3£5Xgplicab1e throughout the systenm, except‘w:‘l.‘thin Rate Areas 125_
an . . _
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SCHEDULE NO. G~50--Contd,

RATES

Commodity Charge: | :Per Meter Per Mdnth:;
Regular Tcage: : 720 :

-
A A - L RSy

Tirst 2,000 thermal units, per unit 5.919¢
Next 8,000 thermal units, per unit 3.482

Next 20,000 thermal umits, per unit 5.290

Next 30,000 thermal units, per unit 5.106
Next 40,000 thermal units, per umit 4.926
Next 100,000 thermal units, per umit 4,781
Ovex 200,000 thermal units, per unit 4,669

Special Rate for Air Conditioning Usage
May through October

First 2,000 thermal units, per unit 4.699¢
Next 8,000 thermal units, pexr unit 4,298
Over 10,000 thermal units, per unit 4.200

SPECIAL CONDITIONS

Delete Speclal Condition No. 5 of present Schedule No. G-51

(consolidated with Schedule No. G-50) xYegarding aggregation of gas
deliveries to various premises of a customer. ‘

SCHEDULE NO. G-50T

APPLICABILITY

Schedule closed to new customexrs as of the effective date of
the order herein. Eliminate exception of Rate Area 122 from exclu-
sion relating to utility steam-electric generating station service.

SCHEDULE NO. G=-50T

RATES

Commodity Charge: :Pexr Métevaer Montn: -
Regular Usage: : G:SQT ' —*
Fixst 440,000 therms, per therm 4.667¢

Next 550,000 therms, per therm 4.535
Over 1,100,000 therms, per therm 4.371

K e we
. LU v
LI I
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JINTERRUPTIBLE NATURAL GAS SERVICE--Contd.

SCHEDULE NO. G-33T

TERRITORY
Add Rate Axeas 12 through 28.

RATES .
Commodity Charge: -Yex Weter Ter Month:
Regular Usage: : G=>3T T

First 440,000 therms, per therm 4.258¢

Next 660,000 therms, per therm 3.983
Over 1,100,000 therms, per therm 3.840

Special Rate for Air Conditioning Usage,
May through October:
Applicable to Schedules Nos. G-50T* and G=-53Tk:

First 11,000 therms, per therm
Next 11,000 therms, per therm

* Air Conditioning toummage allowance
reduced from 55 to 53 therms per ton.

SPECIAL CONDITIONS

Delete Special Condition No. &4 of Schedule No. G-53V (comsoli- -
dated with Schedule No. G-53T) increasing rates for not extending
the term of the contract. ,

SCHEDULE NO, G~-58
FATURAL GAS FUEL FOR UTTILITY ELECTRIC GENERATION
TERRITORY
Combine areas listed on pages 58 and 59 of Exhibit 12.
RATE

The xate for all gas supplied under this schedule is 34.716¢
pexr miliion Btu. ' -

-
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WHOLESALE NATURAL GAS SERVICE

SCHEDULE NO. G-60

Revise to reflect changes filed with Advice Letter No. 837 and
further modified below. ‘

RATES

Monthly Demand Charge: :
Per Mcf of Daily Contract Demand at 65,000 Mcf per day $3.058

Comodn'.% Crlmr:geg per therm:

p to , on any y ..........-.....C.....I.. 3.24w
For usage between 42,500 and 65,000 on any dav:

5 to secim et Aoageag—2:000 on any day

P
915,000 Mcf during cOntXact YEAY ..eeveeeeenvceoncens 4.5691¢
In excess of 915,000 Mcf during contract year ....... 6.760i¢
Minimum Annval Charge for Additfonal Peaking Demand $147,500%

* Includes up to 20,500 Mcf of gas taken durin%
winter period calculated at the rate of $7.195
pexr Mcf or up to 61,500 Mcf calculated at the
rate of $2.398 per Mcf if taken during nounwinter
pexiod, without extra charge. Payment of the
minimum annual chaxge for additional peaking
demand shall be made at the rate of $41,500 pexr
month with the December, January, February bill~
ings and at $23,000 with the March billing.
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WHOLESALE NATURAL GAS SERVICE-~Contd.

SCHEDULE NO. G-61

Revise to reflect changes filed with Advice Lettexr No. 3833 and
further modified below. ' '

RATES. | |
Monthly Facility Charge ' $ 97,500
Mouthly Demand Charge:

Per Mcf of Contxact Daily Maximum Demand at
221’000 Mcf Per &y LAL L I L B R I R I NIRRT $ 2’%37

Commodity Charge, per million BtU ....ceceecen.. 34,7164

Additional Peaking Demand Gas:
Annual Charge for 19,000 Mcf on
any day dui-ng Winter BB e srasorrssePRIanEn $132’ooc*

Commodity Charge per million Btu
up to a maximum of 565,000 Mcf for winter ... 50.960¢

* Payment of annual charge for additiomal peaking demand shall
be made at the rate of $36,000 per month with the December,

January and February billings aund at $24,000 with the March
billing. _
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SOUTHERN CALIFCRNIA GAS COMPANY

SUMMARY OF TRACKING RATE INCREASES BY CLASS OF SERV108972

: ‘TraékiﬁgfIhcreases :
: . 4~10~71 to 7-1—72

e inclusive -
-TEérméI‘ DI

: Unic . : Therm = Other

: Rates : Rates : Rates
'?ﬁﬂﬂr"'iﬂﬂﬂi T

!; ' ) s

Firm Natural Gas
G-1 through 6, & through 10 ceveeneees o161

General Service
G-10 through 17, 20

Firm Industrial
G-~40

LA L R N R N I R N N N W S R ) .161

.’.......I..’-.O.‘ .161

Gas Engine
6‘45 46 LA L B L B I IR AR B BN N W N R W AN N RN NN 0131
Regular Interruptible
G"’So SOT 51 S-l, 53'I 53V Povessesne 0131 .131
Steam-Electri¢ and Cement Plant 2 b
G-54, 54A, 55, 55A, 56, 58, 58A ......  .0873% 0.960

Waolesale: Long Beach G-50
SDGSE G-51

L 0 3 BC BN S B 3 B B BN N Y O B Y B R R WY O N N N N ) c

.‘.‘.....“.-'.....-.......‘.‘..‘... d

Increase in G-53 and G-584 = .8734/MZBtuw
Increase in G-54 and 54A Base Rates (£/Mef)

Increase in rates are: Demand $0.097/Mcf
Commodity 0.0373¢/Therm

Increase is 1.390¢/Mcf in commodity xate for
regulaxr deliveries.
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APPENDIX C

Southern Californis Gas Company
(Inciuding former Southexrn Counties Gas Company)

SUMMARY CF REVENUE CHANGES REQUIRED
BY o.1¢/MEE‘CHENEE3'TE‘RKEIETTFFTﬂEEﬁﬁf%1§Z§“SU?PLIBRS

A
(TesT Year 1972

(Excludes Special Contract of
Pacific Gas and Electwic Company
Source gas purchase and sales) |

Required S
Revenue Change Total Required Changze in ¢ Per
For 0,1¢/Mci ° Tocrn/ Thermal
Supplier Cost of Gas M?cf Mcf Rates
@) (b) (c) )

E1 Pasok $663,431 979,086 0.0683  .00644
Transwestexrn* 286,600 979,086 0.0293 .00276

RATE SPREAD FOR ALL TARIFF FILINGS MADE HENCEFORTH
T PURSUANT T3 THE ADVICE LETTER PROCESORE

L &

The required change in cents per therm/thermal unit, as
determined in accordance with the above summary, shall be appliied
uniformly to all rate schedules except Schedule No. G~30.

* Includes related effect on purchasesrof

California gas uwonder monthly boxder price
contract provisions.




