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Decision No. _8_0_4_3_0 __ _ 
BEFORE T'I:1E PUBLIC UTILITIES COlV.lMISS!Ot-T OF l'HE STATE OF CALIFORN1A 

In the Matter of the Application of ) 
SOO!:a:t:RN C,t.~IFORNIA C:'.S COMP-ANY for l 
(a) ~~ General Increase in Its Gas 
Rates, (b) For Authority Zither to ) 
~clu~e a Purchased Gas ~djustment 
Provision i:l Its Ta:ciffs or to '\ 
~plemen~ an En!srged Advice Letter S 
Procedure fo~ Reflecting in Its ) 
Rates Changes ~ Purchased Cas Costs; l 
(c) For A~hority to Modify the 
Service Agreements- Under Schedules 
G-5S, G-5SA and G-51;. sud Cd) For 
Authority to Consolidate and Other- ) 
wise Modify Ccrcain of Its Tariff ~ 
Schedules. ) 

P.P?lication No .. 52696· 
(Filed June 18,. 1971) 

(List of .. ~ppearances in Appendix A) 

OPINION 
~------.--

By the c!lbove-eutitled ap?lica~:ton, Southern Californi.a·Gas 
Coc?any (SoCel) seeks authority fQr ~ general increase in its ges 
rates <=.bo',e existing rates by $64,24S,OOO annually •. 'this ::c~c::;tec 
i:l.~ease in &ross revenues is based upon its snmmary of c,,:r":l:!:~St" for 

test year ::'972 appended as Exhibit G to the application 0 Eo\:~evcr, 

du::i:l.g the eou:se of hea:-ings, certait'l. changes were mace by ~?plicant .. / , 
i~ its est~ted operational results which have the effect of lowe:i~ 
the aed:t.tional r<:venue :=-equirece:lt sponsored by .applic~t to approxi­
mately $58 .. 7, million. A rate of return of 8.5, percent \ is being sought 
which compares with the 7.75 pe:eent rate of ret.urn upon which rates 
WQ%'e se"t in SoCal's last general rate proceed'ing based on. a 1970 test 
yez.r. 
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In this application SoCal also requests: 
(1) Authority 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 consolidate and otherwise modify its tar:tff 
schedules. 

(3) The CommiSSion to exercise its continuing jurisdiction 

over certaiu service agreements and pursuant to that jurisdiction 
order certain modifications of the service agreements under Schedules 
(;-58, G-58A and G-61. 

In Application No. 52445, an earlier application consoli­
elateel for further hearing with Application No. 5-2696, Soeal seeks 
authority to include in its tariff schedules a provision to relate 
charges for firm general service to deviations of recorded tempera­
tm:es from average temperatures. Our decision concerning Application 
No. 52445 is being issued concurrently. 
Publie Hearing 

After due notice, hearings on Application No. 52696 and 
further hearings on Application No. 52445 began on October 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 testlmony and 
evidence. 
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SoCal and its affiliate, P~cific Lighting Service 
Co:pany (PLS Co), tb:ough witnesses, presented testimony and exhibits 
in support of its requests. The Commission's staff presented its 
evaluation of such requests through a comprehensi.ve direct case. 
In addition, p~ties to the p~oceeding who sponsored evidence or 
p~ticipated in c.ross-exc:.mination include: San Diego Gas & Electric 
Co'O.pany (SDG&E), Southern California Edison Company (SCE), City of 
Lo~ Angeles, Imperial I..'P"X'igation Distric.t, Ca.lifornia Manufacturers 
Association (01.;.), General Serv'iees Administration (GSA):> .and cities, 
of Burbaak, Glendale and Pasadena. 

On February 28, 1972, these matters were submitted for 
decisioil subject to the filing of Exhibit 81 on 0:: before YJoSrch 8)-
1972, opening briefs on April 5, 1972 and :reply briefs on. April 20, . 
1972. 
A2plicant's Position 

App1ic.lnt states that it ~s sustained :c.any cost increases 
not reflected in ::ates set in its last general 'rate proceeding 

(Decisions Nos. 77975 and 77976 dated Novet:lber 24, 1970 i'O. App1:'cations' 
Nos. 51567 and 51568))1 significant increases having been e."Cperienced 
in wages, employee benefits and other costs of doing business as a 
result of continuing pressure of inflation. Applicant contends tha: 
~7ithout an it:.crease in rates to incorporate such increase in costs, 
its earnings would decline to a level where corporate credit,,,,,.oulcl: be' 

impaired, the quality of service to the public would be threatened, 
and the investors in its securities wO,uld be irreparably damaged. , 
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Inasmuch as s.pplicant 1 s costs are directly affected by its 
closely affiliated inter-relation with PLS Co~ the operations and' 
costs of doiug business of th.;:.t compa.ny form a part of SoCal' s basic 
showing in this applS.cation. Io protect tile fic.ancial integrity. of 
ep?licant and its ~filiate~ PLS Co~ hereinafter somettmes refer:ed 
to as the Pacific Lighting Utility System {PLU System)~ applicant 
repr~sents t~t an 8.50 percent rate of rct~~ on the FLU' System 
r~te base is ~cdee. 

Applicant :urtaer cont~ds that additional authority to 
offs~t gas cost changes is necessary in order to protect the 
PLU System from adverse economic im;;>act associs.ted with the rapid 
~d significant changes i~ purchased gas costs apFlicant est~~tes 
will occur in. the future. :his aspect of the relief soug'!:!.t by the 
~pplicao.t can be accomplished either by the implc:nentation of a 
p~chased gas adjustment provision in applicant's t~iff or by an 
enlarg~ent of its present A~vice Letter Procedure. 

Applicact states that its contracts under Schedules G-S8 
end G-58A should be cla=ified with respect to their provisions for 
deliveries of specific quantities to these customers consistent wi~h 
applicant's actual ability to deliver gas under supply shortage 
conditions. Applica-nt also states that its contr~::t uncler Schedule 
G-61 should be modified se as to bring. the level of service to .SDG&E 
electric generation plants closely in line with the level of service 
prOVided to its utility retsil electric plan.t customers served under 
its Schedule G-58. 

Finally~ it is applicant's ft~ther poSition that it is 
necessary to consolidate and otherwise modi:y certain of its tariff 
schedules if it is to comply with the Commission's directive in 
Decision No. 77010 authorizing. the merger of Southero. Coun:iec G~s 
Company of California (So Counties) into SoC·al. 
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Gas Supplv Shortage 
Since we issued our decision in SoCal's last general rate 

c.sse n.esr t:1le eud of 1970 ~ there h~ been a clear emergence ofa 
cati~al gas sup~ly shortage. This gas supply shortage~ although it 
is more severe fn other parts of the country, is having a significant 
impact in Southern C.!I.lifornia. In turn, the gas supply shortage 
affects the facts and issues in this proceeding. 

During mest: of ~b.e past decade the PLU' System has been 
able to contract for increments of gas from out-of-state sources as 
needed. the out-of-st.:lte suppliers have been able to obtain adequate 
gas :::eserves to S\!pport the eer~ificst:'on of s"t;ch incremen'Cs by the 
:Federal ?owe,r Commission. During most of this S,::lIX).C time period, 
Ca1iforci~ sas supplies available to the PLU System re~ained at a 
relativc:ly high level. Since 1969, the situation has changed. New 
contracts or certificates have not been obt.s.ined and the last new 
ou'C-of-st:::.te increment uuder contra~t was received by SoCal in ls.te 
1971. The ~ailability of Californi.l ;as has declined drastically_ 

As the res~lt, a number of things have h~ppcnee which are 
reflected in this case. First, with thie decline in supply there is 
.3 corresponding. dec.ease in level of servi.ce to interruptible 
customers. To d~t:e the gre3t ~pact of the decline of level of 
s~rvice ~s been upon the utility electric generation customers. 
In addition, along with the decre~se of supply there has been an 
increase i~ the cost of ~lternate fuels for t~e interruptible 
customers. There also h~s developed an imb~lance in the level of 
service to the utility electric generation plants served at retail 
~nd by a wholesale customer (SDG&E) of SoCal. 
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Without new increments of gas it is now necessary to-' fi':ld 
other means of preparing to meet the needs of firm' customers under 
peak conditions along with other means of meeting seasonal load 
equation. It also has become necessary for the PLU System to partici­
pate in gas development s,ctivities to seek to meet the need'S of 
customers in the future. As the result~ there area greater n\lm.ber 
of issues. in this proceeding than in the usual major r'ate case. 

For convenience the issues raised in this proceed·iug will 
be discussed under subjects designated in center headings having the 
following sequence: 

A - Rate of Return 
B - Results of Operation 
C - Rate Spread 
D - Parity PropoS41s and Curta.ilment Pr:tor~ty System 
E - Proposed G-58 Con'tract Revisions" Proposed-

Conversion of Schedule G-6,1 to Therm Rates, 
and Contingent Offset Charges 

F - Proposed Purchased Gas Adjustment Clause 

-6-



A. 52696 - sjg 

A - Rate of Return 
A public utility is constitutionally entitled to an 

opportunity to earn a reasonable return on its investment which is 

l~w.fully devoted to the public use. Within this context, a fair 
and reasonable rate of return applied to an appropriately derived 
rate base quantifies the earnings opportunity available to th~ 
utility after recovery of operating expenses, depreciction ~llowances 
and taxes. In a similer vein, tile return or earni.."'lgs on 1nves,ted 
capital J;.rovide for t!1e interest payable by the company on, its debt, 
dividends on preferred stock, and e~ings on common equity_ 

Ultfmately, th~ rate of return determination, in this 
proceeding must represen: the exercise of info::med and impartial 
judgment by the Commission, which must necessarily give equa.l weight 
to customer and investor interests in deCiding what constitutes a 
fair ~d reasonable rate of return. Such balancing of interests is 
d~ected tow3rd providing customers with the lowest rate~ practicable: 
consisten: with the protection of the utility's cspacity to function 
.s;nd progress in furnishing the public with sa'l:isfactory, efficient 
service and to maintain its financial integrity, attract capital on 
reasonable terms and coopcnszte its stockholders appropriately for 
the use of their money. After conSidering all of the evidence> the 
Com:ission concludes that a rate of return of S.O percent is fair 

and reasonable for applicant and its utility affiliate~ Pacific 
Lig~ting Service Com?any> comprisfng together the so-called Pacific 
Lightiug Utility System (PLU Sys~e~). 

We will proceed now to a cO:J.sideration of the evide,nec , 
which assisted us in ~iving at the rate of r~t·llrn we judge to be 
fair and reasonable. 

.. 
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Testimony and exhibits coucerning the fair rate of return 
for FLU System were presented by Witness Jensen for applicant~ who 
recommends au 8.5 percent rate of return~ Witness Scheibe of the 
Commission t s staff) who reeommends 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 return of 7.75 percent. In addition, 
applicant contends that if its earnings stabilization rate proposal 
(Application No. 52445) is net approved, a higher rate of return. than 
8.5 percent is warranted.. But, conversely, the City of Los Angeles 
contends that .e rate ef return of not more than 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 reeommended range of 
7.65 to 7.95 percent. 

In their respective studies, the witnesses used d-iffereut 
capital ratios fer the PLU System. Applicant's witness presented 
two. sets of ye~-end 1972 capital ratios, one as estimated and the 
other as adjusted to limit the debt ratio to 50 percent. The staff 
witness developed similar estimated year-end 1972 capital ratios. 
The witness for the City of los Angeles used the year-end-1970 capital 
ratios adopted in Decision No. 77975. In the capital ratios employed 
by applicant and by the City of Los Angeles, all of the preferred 
stock of the parent corporation, Pacific Lighting Corporation, is 
imputed to the capital structuxe of the PLU System. The staff 
witness attributed approximately 80 percent of the preferred· stock 
of the pareut to the FLU System. In tabular form the capital raties 
used in ~he several studies are: 
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Pacific Lighting Utility System 
Ca2ital Ratios 

Ye~r End 1972 Year End 1970 
;.ppiic:.:nt: Scaf L.A. City 

Estim~ted Adjus'ted~\t Eztimated (D-7797S"Basis2 
~'o 0/. % 1-

Long-term Debt 46.2 46.2 46.- 45-.6 
Shott-1:erm Debt 6.8 3.8 8.- 4.4 

Subtotal 53.0 S"O.O Sl: .• - 50.0 

Preferred Stoclt 10.7 10.7 9.- 12.0 
COt:mlon Equity 36.3 39 .. 3 37.- 38.0 

Total 100.0 100.0 100 .... 100.0 
* Adjus~ed to l~it debt to 50 percent, replaeing short-term 

debt finaucing in part by eorm::on equity. 

Witness Jensen for applieant pr~vides 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. Eased 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 result~t e~rnings on common equity 
is 13.39 percent with 53.0 percent debt and 36.3 percent common 
equity iu the capital structure. This decreases to a 12.82 percent 
return on cocmon equity when debt is l~ited to 50 pe:c:ent and ~he 
COtm::lOU stock equity ratio inc::,eased to 39".3 percent as ~et forth 
above in the 3.dj~~ed capital structure. Uncle,:, this adjusted capital 
str.lc'ture 1::i.mes interest earned (f:b::ed ch.rges times earned)l! 

increases to 2.89 from the 2.72 which results under the est~ated 
(~2djusted) yea:-end 1972 capital struc:ure., 

11 enless otherwise specified, coverage ratios set fortl:4 in. this 
deciSion 2%'e after taxes. 
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In arriving at his rate of ret.urn recommendation~ this 
witness cons1de:ed many =actors such as system's size, capieal 
structure~ costs of capital~ growth potential, requirements for 
capital~ interest coverage, effects of past inflation, regulatory 
lag~ competition) comparative risks~ economic conditions, and revenue 
mix, as well es special factors concerning risks of the system 
including the critical problem of obtaining additional gas supplies 
and th~ deterioration of hea&ing value of its gas supplies. 

As ,.;:n important support for this recommendation, the 
witness :elies upon the test of earnings comparability. The compara­
tive capital, earnings, and interest coverage rat!.os for his selected 
groups of companies and the PLU System are $'\.'Illmlarized: 

1965-1969 
Avere.ge 

CAPITAL RATIOS 
Debt 
Preferred Stock 
Common Stock 

10 
Straight 
Electric 

Percent 
52.0 
7.9 

40.1 

EARNINGS RATIOS - Percent 
Debt 
Preferred Stock 
Common Stock 

Total Capital 

Interest Coverage 

4.15 
4.54 

13:.53 
7, .. 99 

Times Interest Zarned 3.87 
Times Interest 
Earned (1970) 2.72 

5 
Largest, 

N atur al Gas 
Distributors 

51.3· 
1.3 

47.4 

4.50 
4.76 

13.91 
8.88 

4.02 

3.02 

Pacific Lighting 
Utility System* 

44.~ 

13:.1' 
42,.& 

4.41 
4.84 

10,~34 

6-.99 

3~62 

*Attributing Pacific Lighting Corporation preferred stock 
to the utility system. 
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The ~ate of return wit~ess for the staff does not rely 
pr~ily on the comparable ea..~ing.s <lPl?roach. but uses' it as a guide. 
For this purpose he used tee of the largest gas. comp~ies and ten of 
the largest combination gas .:md electric com.panies .. 

Sis recommended range in rate of return from 7.65 percent 
to 7.95 percent reflects his j~dgment as to the needs and- circ~­
sta-!l.ces of th~ PLU Syste:l. Based on year-end 1972 estimated cost 
rates of 5.82 pe:ce'O.t for long-·term debt, 5.50 pe:cent for short-term 
debt, sue 4.8~ percent for preferred stOCk, his :ecommendation 
provides a range of ret'UX"Q. on COtm:ilon equity from 11 .. 05· to' 11.86· per­
Ce!lt with the 37 p.e:ceui; com:non equity in the capital st'rUC~.J.X'e 

which hE: usee. 
The witness for the City of Los .Angeles recommend~ed a rate 

of return of 7.75 percent, b~sed prima:ily on an updating of the 
7.75 percent :,'lte of ret\l...-n upon ".>1hich rates were set iu Decision 
No. 77975. Bis recomme~dation equates to ~11.16 percent return on 
co:mnon equity uncler capital ratios adopted in Decision No. 77975 
but with cost factors of 5.86 percent for l:jug-tarm debt;r 6..0'~ pereen:: 
for shor~-terc debt~ and 4.8l percent for prefe~red stock. Such an 
allowanc.a on equity represents in his judgment a fair and .reasonable 
.!Qlount based upon sever.u. au,alyses and conSiderations, including. 
(1) chaages iu ea.-ntngs in com:on equity of othe: g:oups of utilities; 
(2) returns on equity recently allowed by the Comxnission for other 
cajo::, utilities; (3) relative 'I!l.agnitude of prospective .axternal 
financing end rate of growth in utility plant; (4) interest coverage 
trends; (5) gains realized from reacquired bonds; and (6) similarity 
of risks with those .;:.dva:o.eed: in the 1970 proceedings which led to­
Decision No. 77975. 

-ll--
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The pr~neipal presentations on rate of return and the 
critiques i'O. the record have been. of assistance to the Commission in 
mal.d.ng an informed and impartial judgment determination of the fair 
rate of retu..-c. of 8.0 percent for the FLU System. It appears desir­
able, however, to examine the rate of return of 8.0 percent in. light 
of certain criteria ~d special circumstances set forth in paragraph 
(d) of Section 300 .. 1S of the Price Co::omissionts regulations, 37 
Feder~l Register, p~. 5701 and 5702. Within saidparag4sph (d)~ 
subparagraph (3) (iv) taken in conju'O.ction with subparagx-aph (3) (v) 
p:ovides the following specific criteria anQ s?ecial circumstance 
w~ich bear upo~ ~ :ate of return allowable by the Price C6~ssion 
and., i::l. t~) corroborate the level of :e.te of retu...-n we judge to- be 
fair and reasonable .. 

It(3) (iv) l'!le projected rate of return on common equity 
ca?i~al, after the price increase has gone 
into effect:> will be no Itore than the projected 
rate of return on common equity ca?i:~l ~hich 
was grD:nt~d to the .".tili~y by 'Che last d~cisio'O. 
of tb~ regul~tory ~gency ap?licable to th~t 
utility ,. •• 

"(3)(v)(a)'rhc pest and current =~tios of the utility's . 
debt capital to th~ sum 0: i'es debt and equity 
capi~al and of the utility's fixed charges to 
its e~""Uings availab:'e to pay those charges. JI 

In Decision No. 77975 da1:ed November 24, 1970 in Application 
No. 51567, we found a reasonable racge of rate of return for the 
~LU System to be 7.65 to 7.85 percent. Such a range of return, wher. 
considered with the then cost of d~bt money of 5.46 perce~t and 
prefe:red stock money of 4.83 percent, was calculated to produce 
returns o~ co~on stock equi:y attribut~ble eo FLU System of 11.42 
percent to 11.S5 percent, based on a capital strueture of 50 percent 
cebt, 12 percent preferred stock, and 3S percent: common equity. Rates 
fo: g.::s se'rVice were set in Decision No. 17975 to· yield a 7~75- percent 
rate of return. 
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A eomp.arativ-e c...::nma:y of ~he rate of earnings on ca.p:f:tal, 
as derived froCl. Decision No. 7i97S for test year 1970 and as adopted 
herein for test year 1972, follows: 

Pacific Lighting Utility System 
Ra~e of Earnings on Capital 

:---------------:--~T.~.e-s~t~y~e-ar~~19~=~/Q~-----:----T~~-_s~t~Y~e~ar~~1~9~7~2--------: . .. :Capi'tal: Cost : Return :Cap-ital: Cost : Return . . 
: __ I_.t;;;;.e;:;.::m:;.... _____ .:.: ..,:R::,:;a;:;-~:;.:i.::.;:,.,::.:s::..:::....:.:R::::~:.=~;;:;;e,:::;s.:.:C=.;o:.:m::,Jp::.;:o:.:n:.;:e;::;n::.:t:..::_:.=R=a~t:.:.!.O:.;s::;....:;.:...:R:.:.;:a::.;:t:.:e::.;:::s;,.::.;:;C~o.:;:::n;l;.po;:.,n::;e;;.:t:;;.;lt~: 

Debt 50.0 5.46 2.73 50.0* 5.80* 2.90 
?refer:ed Stock 12.0 4.33 .58 10.7 4.83: .52 
Co~on Equity ZS.C 39.3 11 .. 65 £ .. ..2.§: 11.68 4J.:,I.~ -Total 100.0 7.75 100.0 8:.00 
Ti:n~s I:l.l:c::es'C 
E&-c.ed~':-k 2.76 21.84 

* Breakdown: 
Capital Rt.tios 
Cvst Rates 

Long-Ter.n Debt 
46.2 

S.82 

Short-Term- Dc-bt 
l.S 
5.50 

.;.."* I ... P?licant r S co=tgage bonds are Aa-rated; PLS Co '5 debt securities, 
(debenttn'es) are A -r ated. 

Before leaving this very tmportant element of the rate­
lllcidng. p.rocess, we would observe that the rate of return of 8.0 per­
cent !or FLU System f~lls within ~he ~ange of returns upon which 
=.::es were set in the recent general rate proceedings of General 
Telepho:c Company of California~ Southern C~li£ornia Edison Com?~y 
and !he Pacific Telephone & Telegraph Company.. In Decision No. 79367 
dated November 22~ 1971~ r~tes for General were set on a~S .. ~ percent 
r ate of return to yield common equity ea...-nings of ll.3: percent and 
apprvximate interest coverage of 2.4. General' s rel~ted common 
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equity ratio is 41 perc~~t and its mortgAge bonds are A-ra~ed. 
Rates for Edison were set in Decision No. 78802 dated June 15) 1971, 
to yi~ld a 7.9 perce'a.t rate of return. At this level :;::dison' s return 
on com:non ectuity w:'tb. a 37 percent CO'a!mOn equity =.:1:io· is about 11.9 
percent and the interest: coverage for its Aa-rated debt securities is 
2.9.. I:l. Decisiou No. 78SS1 dated June 22, 1971, rates for Pacific 
were set ~ a 7.85 percent rate of ret\~ to yield common equity 
earnings of 9.5 ~'er~ent and approxfmate interest coverage of 3.1. 
P;:cific's equity r~tio is about 56 perce:l.t .and i-:s debt securities 
carry au "IMUJ." :t'l:.'eing. 

From these ultims.te results, we wO".lld fu=ther observe "that 
the computed rates of return of PLU Sy$~em, General, Edison, and 
Pacific, while not, of course, di=ectly comparable z.ny more than the 
eO:lpa:nies themselves, ~e within the scope of a rational pattern, 
c~c which reflects an inverse relationship of :e~~ on common eo.ui~y 
wita equi~y ratio, on the one h4nd, end of interest cover~ges Qoving 
in the G).:ectiou of security rati':lgs)l on the o't:her. S"imilllrly,. there 
is reasonable consistency iu the consumer burden, as indicated by the 
cocei'O.ed effect of return and income taxes, imposed~ by the several 
levels of rate of recurn. IJJ.d· finally, in this context gas ut.ilit::'es 
are less c~pital intensive tCk~ electric or telephone utilities but 
1:..ave potent:ial for larger swings in earnings and, th~refore~ less· 
earnings stability because of climatic results as between years. ... . 

.l.ne 

fai: rate of return of 8 .. 0 percent for FLU Syst:em encompasses all 
relevant conside=~tions including such differences. 
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B - Results of Operation 

Bote ap~licsn~ ~d the staff of the Commission presented 
res':llts of ope:ation of SoCal and of PLS Co fo. test year 1972. 
Within this test yea::: all ele:n~nts of prod'uctivity for revenues, 
includi!lg inere::.sinz firm s~les D-nd declining. interruptible sales in 
the :cvenuc ;'mix", customer gro'Nth and efficiencies of size in. 

ope:ating ex?Cnses ~d facilities are reflec~ed au~omatically, such 

elements being inhe:ent to the process used to develop the cst~ated 

ope:a~ion~ results. 
Duri~ the course of t~'le proceedin.g~ a number of important 

rC".;isio':l.s .. ~e:e m.:lde by the applicmt cnd the s~aff ~n their respec'" 

~::.~ es~i:nat~s of revenues, expenses, net ::-evonues) and rate base for 
each compoany. Among others, such revisions i'/lcluoe app-licant't s, 

edoj?tin& certain staff adjustments for the purpose of'expediting the 
?:,oeeeding; tile stafft s rcflcctinz the current 7.6, percent rate for 
the Cal5.Zornia cort'or.:l.tion ~d fr.:l1"l.ehise t2X and revised caleulations 
cO':lcerc.ing the investmeut tax credit and the asset depreei,ation range; 

and 2 ~'th applic.;m,t r s and the staff' s elimin.:l.ting t;",e PG&E source 
gas-I end refleeting .an expmlded gas development program in the test 
year 1972 results. Their final Cest year 1972 results are' setfor'eh 

:l:l. Exhibits 79 mld Sl. 
Operational res1.:1ts of SoCal will be t~kcn 1.:p now and those 

of PIS Co will be set out at a later point. In Table 1 belo~7 the 
comparative results cf SoCal~s cperation for test yea4 1972, as set 
forth in Exhibits 79 and 8:1, are s~crized and Che opereting results 
we adopt for test ye~ 1S72 under IJPresent Rates" are shown. "Present 

Rates;' are those which were on file and effective in applicant's 

tariffs other than for resale as of April S, 1971 and exclude all 
tr~cking incre~es which have oec~ree since tha: date. 

£7 The PG&Z souree gas is available only -:lnder a special one"'yeQr 
contrsct and is being sold under special contracts approved by t~e 
Commission to certain utility electric generation customers outeide 
the regular tariff schedules. The costs of th!.s gas substantially 
offset the revenues) resulting in a minims.l rate of return impact 
of ~bout .0: percent. 
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!rABLE 1 

SOOT.B.ERN -CALIFORNIA. GAS COOANY 

Results of Op&ration Under 
"Present Rates" - Test Year 1972' 

Operating Revenues 

~ration and Maintenance ~ense8 
Proe.u~ion 4.15,063 420,~· 
Storage 1,348, 1, -
!rr8JlGmission 7,000 7..,,221, 
Dietri'bution 52,8)0 55,985 
O16tomer Accounts 27,471 28,658: 
Sales 10,000 15,,641 
Admin. & General 422~5 ~22682 

Xotal 0 & M Expenses 503,017 58l,·700 . 

Taxes 
Xaxes Other Xhan Income 24,223 26"", Feder3.l Income J$,102' 7,870 
St6.te- Ineome 2:t22~ 1.241 

~tal Taxes 42,258 35,441 

Depreciation i!20~2 21:0~2' 

TotDl. Oper • Expe%l.8es 636,?lJ7 648:,lZ3 

krt1liated Interest Adjustment 78 78 

4,966, 
13&-
22l, 

',155· 
1,187 
5.641 
~l3?7 

18,683' 

2"l07 
(1,23~) 
(lt62~)·-

(6,817) 

11,866· 

-
, l'{eturn 55,470 39,749 (15,721) 

Bate BaM' 
Workill,g Cash 3,m l7,2OO 1',229' 
Romainder Z61%?22 ?61tZ~ -

total Rate ~8.se $765,696- . $778,925- '$1,.229: 

~te of Retl:rn 7.2~ 5 .. 1~ (2' .. 14-)%, 

(Inver3e Item) 
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4JS,347 -, 
1,385' 
7,162 _ 

$$,031 
28 .. 306-' ,-
12 .. 600· 
51 .. 40~ 

571~6 

241'244 
10,910 

2,.307' 

31 .. 46l 

:g,O~2' 

539,72')' 

78, 

5O,79l 

8,952-
761 .. 722' 

'11170,671 

6.59'"'; 
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0P2T.etins Revenues 
The staff's estimate of o~erating revenues exceeds 

~pplic.:nt's estimate by $3,855,000, or by about one-half of one per­
cent, largely as the result of differences beewe~ their csttmates of 
(1) gas use per fi:m service zeter, (2) deliveries to interruptible 
custo:tl.ers, ~d (3) ~umber of C".lstomers taking optional residential 
sarvice (Sehee.ule No. G-10).. About $2,500,000 of the total difference 
is attributable to the different estixne.tcs of customer requirements 
and the remaining $1,335,000 to effects of divergent est~atcs 
concerning the G-10 schedule. 

'toJith rcsp~ct to the customl'!r requirements., the stc.ff's· 
:!::eveu'U~ estimate r~flects. higher firm deliveries b<;lsed on .an 
estim.s.te<! use per meter of 139.8 MC::, which exceeds tbecompany 
estimate by 1.7 Mcf or by 1.2 percent. The difference in estimated 
~e per meter is a result of the use of a 10-ye~ ~rend by the staff 
and the use of a 20-year trend by the co:n~any. Other es'Citnates by 
the company and sta.ff of custoce%' req.ui:'ements were not significantly 
<iif'fc::ent, except the staff used later estit:la'Ces of s'Ceam elect'ric 
gener~ting requiremen~s for Southern Califo:nia Edison Company and 
S~ Diego Ges & Elect%'ic Company and a different limitation and i~?ut 
in c.ssigc.iug priority to utility electric genera.tion custome:s·. 

Wi'th limited ·gas supplies in the te::t year, the s.taff's 
higher estimate of firm sales yields lower in~erruptible sales then 
estimated by the cOQ?any. In addition, the different l~itationend 
input in assigning priority to electric generating customers results 
i~ a larger ~elative sha:e 0: interruptible deliveries for those 
customers, proci'ucing a revenue shift as between classes of' inter:up'" 
t1b1ecustomers and ~ net reduction in revC'nue frorns'I!ch customer 
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classes iu comparison wi~b. the cOQpany's assignment of ?riorities. 
In essence, however, the $2,500,000 of the total difference in ope:~­
ting revenues is attribute.b1c p:imarily to the staff's higher 

estimated use fCC f~ s~rvice customer and its corollary of lesse: 
deliveries to inte~~ptible e~stomers. 

Argum~nts advanced by SoC~l. :i.r .. favor of using a 20-ye.;!%' 
tre~d or by the staff in fevor of using a 10-year trend are not 
pc::suasive as to ~lb.ich t'!:'elld period provides a more represen:/::ltive 
basis of projection of firm sales.. Instead the arguments tend to' 
confL-m ti."l.lt either projection h&s re$ulted in an estima~ed USE: per 
:firm service :eter which lies ~,\ti'thi'C. a reasonable r.:l:n.ge for use in 
the test ye::1!:. We will av'oid) however, us ing the upper end of this 
range in conside:atiou of a possible decline i~ the system average 
he~ting value of gas froQ the 1061 Btu for 1972, ~s originally 
cs~imated by SoCal, to its revised est~ate of 10$7 Btu. 

Wi~h respect to the r~Q.eining difference of $1,335.,000, 
SoCal based :he related portion of its revenue est~ate upon 3CO~OOC 
C'\lS~o:n~r~ ta."<i-ng service on the G-1C schedule while the' s-taff r S 

revenue estimate reflects only 20,000 eustom.ers being so served. 
With the stafffs estima~ing fewer eus~omers being served on the G-10 
schedule, but with the same total number of e\:storners on firm service 
3chcdules as estimated by the eompany, higher total revenues result 

sd ::he $1,335,000 diffeX'euee can be viewed as represen-/:irr..g. _ the 
~dditional revenue genera~ed by 280,000 customer.s being served on 
regulu firm servic~ sea.edules instead of on the optional 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 m,d for higher 
unit charges for all usage in excess of t~o' tllermal 'units as' compared 
to the other applicable general seryice schedules. It is a fairly 

r •••• '. ' 

recent schedule which did not become' .effective until early December 
'. • • " • j »' 

1970. As winter billing d~tcl became available shortly after tbe 
se~u1e was plaeediu effect, SoCal mailed informational inserts 

concerning this SChedule with its bills to approximately 321,000' 
customers 'registering low gas usage duri.ng the months of. January, 
February, or March 1971. The mailed material described 'the schedule 
and its advantages to very low usage' customers. In additi.on,. SoCal 
instructed i~s customer-contact employees to tnform prospective 
customers applying for service to dwelling units with one bedl::ocm or 
less of the optional schedule. A turnover ra'te. of general service 
customers of approximately 30 percent 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 ~.pri1 1971. 14,795 

customers had requested this s~rvice with.,the number of customers 
being served increasing to 151 764 by the end of May 1971, and' dropping 

slightly to 15,758 by the end of August 1971. The record further 
shows that SoCal planned to repeat ~ priX:edlXre used'; las t year for 
informational mailings, i.e., inserts'-W!re'to be included with . 

January, February: or March 1972 bills to- small usage residential 
customers. 
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SoCal's estimate of 300~OOO customers to be served on the 
G-10 schedule in test ye~ 1972 assumes & furthe~ response to 
S-:h2cr\!le G-10 ItUch ~eat~r tb..:tt.. experience thils far appears to­

wa.-:ant. The stafffs est~a:e of 20~OOO customers is based on the 
response to this sche&ulc d~~1ng 1971 a~d on the expectation that 
inform.c.tioncl 1Ii.aili"C.gs early this year would r~sult in some addit:toil­
al C'\:Stomers .. 

Bsse<! upon this reco~e~ we f:tnd opere-ting. revenues of 
$690~442,OOO at "Present Rates" to be re~sona'ble for the test year 
1972. !M.s level cf operating. :-evenues is det~rminab1e by modifying, 
the staff's es~im&tes to reflect the effects of reducing the use pcr 
average firm ser·:ice meter from 13908 Mcf to 139.0 Mcf and tbe effects 
of i~c:eesiug the number 0: c~s:omers accepting ser:i~e on the G-10 
schedule from 20,000 to 35,000 custocers. 
Oyeratiot'l and Maintenance ~-penses 

Ap?licant's est~~c of $581,700,000 in total operation 
and mainten~ce expenses eT.ceeds the staff: s estimate of $563:,017,000 
by $18,683,000. this difference is sho'Wll in 'l'~ble 2 of Exhibit j'S 
to res~lt mainly fro~ staff adjustments in five groupings as tabula~ed 
below: 

Staff Adjustments - M$ 
Employee Wage wage Basic 

Oper.. & Maint .. PLS Adjust- Differ- Expense Pet:.sions-
Exoenses Co. ment: entioa1 Est. Benefits -Production 4,966 

Storage 50 86 
Transmission 221 
Distribution 3,002 153· 
Cust. Accts. 1,149 59 
Sales· 335 27 5,279 
Adm. & Gen. 1,696 ~. 1,66·7 

total Adj. 4,966 6,453 302 5,365 1,667' 
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PLS Co Adjusement 
Production expenses acco'llnt for over 70 percent of 

applicant's total operation and maintenance expenses and' consist 
m~inly of costs of n~tural gas purchased from El Paso Natural Gas 
Company and from applicant's utility affiliate, PLS· Co. Purchases 
from the lstter company 3re made under a cost-of-service tariff~ 
:1ecessitating a determination of that company's results of oper~tion 
for test year 1972 to determine in turn a substantial part of 
applic.:l.nt's production expenses .. 

Applicant and staff agree upon all elements in the estimate 
of applic<lnt r s production expenses except PLS Co's total cost of 
operation, where applicant and staff are $4,966,000 apart excluding 
a $60,000 difference primarily in exchange revenues; thus,) the' staff 
~djU$tment of $4,966,000 for PLS Co constitutes the entire difference 
between their estimates of SoCal' s production expenses of $420,029') 000 
and $4l5,06~,OOO, the lower figure being the staff's estimate. 

From our test year 19'72 adopted operational results of 
PLS Co provided hereinafter in Table 2, the costs of operation which 
flow to SoCal under the cost-of-service tariff, which includes a 
fixed rate of return of 7.75 percent, amount to $171,201,000, which 
is $4,682,000 lower than estimated by applicant. We find reasonable 
and adopt production expenses of SoCal, with PLS CO at the ex: is t ing. 
7.75 rate of return, in the amount of $41.5-,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. Applicantts 

estimates include a prospective wage increas'e of 7-1/2 percent for 
the test year 1972 over the wage level which was effective as of 
April 1~ 1971. The staff's estim.ated expense levels are based on 
the April l~ 1971 wage levels with no allowance for any 1972 increase 
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. 

1'0. place of this 7-1/2 perceut increase ~,ppl:teant aud the 
unious~ which represent most of app,1 ic ant , s employees, agreed upon 
an increase of 5-1/2 percent within the guidelines set by the Pay 
Board and the Price Commission. The 5-1/2 percent wage increase 
cmd related increase in employee benefits have been p-laced' in effect 
as of April 1, 1972.1/ 

Annua1ization of this on-going level of increased wage 
expense is appropriate for rate-fix:l.ng. purposes, espec:l.ally 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. 
Accordingly, our adopted operating results for test year 1972 
iuc1ude an allowance in the S'Um of $3,549,000 plus $1,133,.000 for 
the added wage expense with the latter figure being reflective of 

1/ The Pay Board approval (DeciSion and Order dated, April 20, 1972 
in Pay Board Case No. 0094$) shows the increase as 4.9' ~ercent. 
The difference between the 5.5- and 4.9 percent figures is the 
result of the Pay Board calculation method which measures the 
wage iucrease and related increase in employee benefits in 
relation to a larger base. 
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extending the effect of the wage increase from A nine monehseo, a 
full year basis. This allowance can be equated to reducing either 
the staff's adjustment of $6,453,000 to $1,721,000 or applicant's 
expense estimates by $1,721,000. Its effect, broken down by expense 
categories, is thus to decrease applicant's estimates by the following 
amounts: Storage $13,000; 'I'ransmission $59,000; Distribution 
$801,000; Customer Accounts $306,000; Sales $90,000; and Administra­
tive and General $452,000. 

In addition to the inclusion of the 1972 wage increase, 
a further difference in the estimates of the applicant and the 
staff is over the inclusion of a wage differential adj.ustment in 
the amount of $302,000. The basis for the inclusion o'f this amount 
by applicant in its operations and maintenance expenses is explained 
in Exhibit SO as follows: 

fTbe wage differentials are tne result of the merger 
of the Southern Counties and the Southern California 
Gas Companies. The wage schedules of the two Compa.nies; 
while similar, were not identical. The result, after 
the merger, was that in some job classification among 
represented employees, there were two different pay 
seales. The estimated total amount of the wage 
differential adjustment is $350,OOO~ of which $302~OOO 
Applies to O&M accounts." 
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Notwithstanding an apparent need to el~inata different 
pay seales where they exist fo:: the same job class·ification of 
appliea~t, this proposed el~in~tion is not supported by a ,firm 
com:nit:neu~ to be c~ied out on a definite schedule. It is too 
speculc:.tive to be i'C.cluded in O'-1r adopted operating results for 
test: year 1972. 

Basic Expense Esticetes 
As sho~ iu the tabulation here5~above of staff adjUstments~ 

thi! staff's est:i.mates are lower than those of applicant by $'86,000' in 
s~or~e expenses and by $$,279,000 in sales expenses as the result of 
basic differ~ees in met~ods of est1mating. 

Applicant esti:::natcs storage expenses on an as-expeeted-to­
be incu..."'"rcc basis, while the staff ma1<:es its estimates on 0. basis, 
which is intended ~o have the effect of normal izing ~y extraordinary 
eh~es. Our adopted ~to=~c expenses for test yeer 1972 ~eflect 
the $86,000 lower result of the staffts basic estimate. 

Applic~t's estimate of sales ~~penses w~s developed from 
forecasts of expecses by individual accounts. Its estim~te of 
$15~641,OOO exceeds the staff's est~ate of $lO~OOO,OOO by $>~641,OOO 
or 56 percent. A compariSon of the two estim~tes for the test yedr 
wi~h the actual sales expenses for the years 1970 and' 1971 follow~: 

:Ac.: .' Yeav.- · Year · Tcs'~ ~{C~ ,/~. · · · :No~ : Accot.."nt: · 1970 · 1971 .' AEeI l.C ant : Staf:r · · · 
911 Supervision M$ 2,338 1,98$ 2,,244 
912 Demonst.& Selling 8~015 8',348 8,,014 
913 Ac:.vertis ing 4,371 4~048 4,.026 
914 Revenue from Merch.,etc. (1,088) (968) (762) 
915 Costs of Merch., etc. 1,11S 972 762 
916 Miscellaneous 1 z266 1.433 1~3S.7 

Total Sales EXpenses M$16~017 15,821 15-,641* 1C,,000 

· · · · 

* Inc ludes M$33S £0:' wage adjustment and M$-27 for wage differential 
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'rae principal elements of sales expeUSp.s .are labor, sales 
proQoeion, advertising, and administrativ~ support. In applicant's 
estimate for 1972, $8,108,000, or slightly over one-half of fore-· 
casted sales expenses, is l~bor-related and provides for salaries 
and personal and auto expenses. of personnel assigned to' sales 
activities. Of the $7,452,000 remaining, $3,780,000 is forecast 
for advertising programs; $2,093,000 is for sales promotion;.: and 
$1,579,000 is :or seministtative support to' the other activities. 
A~ut 40 percent of the labor-rela~ed expenses and about $200,000 
0: sales promotion, or a total of approximately $3-1/2 million, a:c 
the result of service functions performed by sales personnel. Such 
service functions comprise the fi=st of the three general objectives 
set forth below which applicant states are reflected in its level of 
$ales expenses sho~ for the test ye~. 

The three ma:r:keting objectives are: (1) to provide 
necessary service in cotmection with customers' use of gas,; (2) to 
improve customers f utilization of gas; and (3) to maintain present 
m.arket position for gas appliances and equipmen-:. Marketing effort 
is now directed, applicant's expert witness states, towards customers 
having a necessary energy need, such as come heating~ water heating,,, 
or eooki'C$,. the obj ect:ive being to convince these customers to, use 
zas rather than electric e~uipment with emphasis on conserving energy 
through the efficient application of fossil fuel resources'. Promo­
tion and advertisiilg effort is no longer directed towar~s encouragiug 
customers to ad<! new gas load or to increase their present use of 
e:lergy. This was discontinued early in 1971 in response to prevailing.' 
gas supply conditions. 
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The $12 million of forecasted 1972 sales expense remainiug 
after assig;cing $3-1/2 million to service functions would be for the 
second and third marketing objectives, which are inter-related and not 
susceptible to a meaningful functional apportionment of dollars 
between these two objectives. A recasting of applicant's estimate of 
its sales expense for test year 1972 can be made, however, by market 
segments toward which promotional programs are 

Residential New Construction 
Appliance (Dealer Replacement Market) 
Air Conditioning 
Rome Service 

Food Industry 
Industrial and Commercial 

Subtotal 
General Expense 

Indirect Expense 

An.nualize Wage Increase 
To~al 

directed, as. follows: 
$ 2',682,449' 

2,'>71,.917. 
1,653-~64S 

489;530. 
78~;068-

2" ,233',922·. 
10 419' 534 , ,.' . 

3·, 897"i2Z 
1 ,201',.000> 

123:,000 

$l5,640,:656 

The st4ff's esttmate of $10 m~llion for sales expenses for 
test year 1972 represents a judgment as to the appropriate level of 
sales promotion expenditure for applicant. A primary consideration 
was tbe amount ado?ted for Southern California Edison Compcny in 
~cision No. 78802 dated June 15-, 1971 in Application No. 52336) the 
Comr:d.ssion having made therein a substantial downward adjustment in. 
the sales promotion expense of tha.t: coopany. the s a.les expense 
~llowed to the Southern California Edison Company provides 
s specific basis of a~out $3.00 per CU$~ome= upon which the 
$10 million allowance advoeated by the steff in this ~roceed1~g 
can nearly be developed.- Other factors cO~$idcred by the staff ~~~_ 

ness were the compet:itiva situation i:1 Southern California, the larger 
advereistcg expendie~es o~ national electric app11canee msnufac­
t\tt"e::'S eo:n~a=~d 'to the ges cotJJlterp.s.rts:, the -CO!1Scrv.s:t:!.on of natural 

. ' 
,'i 



resourc~ by us:f..ng the more efficient ff;.el lt and temr>cring the con­
s~c=$' i:du~~d desires for appliances. 

From a regulator's viewpoint sales p:omotion expe'nses,. 
includ~ advertising, may be legittmate allowable expenses of a 
public utility. But a determi,:).ation of a reasonable level of sales 
expe:1ses for ra~e-making pu=poses is often a difficult :ask. It 
usually req~es the exercise of judgment because of difficulties 
iriberent in measuring the effectiveness. of promotional efforts or, 
put another way, because a given level of expenditures can seldom 
be tested with sufficient precision to ascertain whether or not 
benefits to ratepayers equal or exceed such expenditures_ 

In this proceeding one measure of the need for sales 
promotion is the exposure to loss of 'present ll'larket posltion fo: 
gas appliances .:md equipment and the consequences of such a loss * 
As to eh~sure, the evidence presented by applicant stresses the 
prom.otional effort by mar:.U£acturers of electrical appl::'ances .and 

C<tuip~ent es an m?Ortant factor, perhaps a. formidable one.. The 
eonseqc~ces of a loss of market position include a lesser ~tiliza­
tion of system fac::'lities for firm service resulting in a r.eduction 
in both'8ross and net revenues'under existing r~te relationsbi?s 
be~eeu classes of service. 

As to markec pOSition in its se:viee area, according tc 
applicant's witness, 77 percent of the residC':1ces uS~ gas ra::gcs, 
94 ~::,cent 'USe g3.S water heaters, and 93 percent use gas fo~ home 
he~tin3; in resieentisl new construction~ gas acco~ts for 50 percent 
of the =anses, 82 pe::cent of ta.e wat~r hea'ters> and 73. percent of 
the space b.eat:i:ng equipment. 
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Duri:lg 1972 approximat(!ly 140,'000 ranges, 200,000 ,="ater 
heaters, and 100~000 units of heating, equipment are expected by 
SoCa1 to be sold to its present customers toreplaee old, worn-out 
gas equipment and app~oximately 85,000 new residences are expected to 
be buill': and occupied in i~s service area. The re~lacemcnt .app1ia.t\ces 
rep:csent annual gas oper~tiug revenues of approximately $20 million 
and ~he new eo'C.str..lction to be added to applicant v s li:les during 1972 
represe.nts an .annual revenue of approximat:ely $lZ million., In the 
case of the rep1.::cement t13rket: tae net revenue would be approximate-ly 
50 percent of the $20 million. In the ease of the $12 million, which 
is new construction, the net revenue would be approximately S. to 
10 percent. Thus, applicao.t would estima.te net revenues of approxi­
mately $165 million over e 15-year average life of appli~ees 
installed in these markets and points to this net revenue potential 
as economic justification for its forecasted' 19'72 sales e,.'"<penses of 
$15.6 million. 

In the opinion of applieanets witness any significant 
reduceion of such forecasted expenses would result in an ~celerated 
erosio1! of the present market sholZ'e for gas appliances. In our view) 
a?pliean-: f s market position is at' .. r .butable to the history of gas use 
in its service area, to promotional efforts and probably to othe:: 
factors ~ well. And the time is ripe for a substantial reduction 
in ~p~li~ant's promotional activity. 

kD.y increase in oaxposure to loss of market position bees-usc 
of such a reduction would tend to be mitigated tn the short run by 

the carry-over effect of past promo:.ional effort. More :Un?ortantly) 
:,:i: wlll occur under the prevailing crieical gas supply situs.tior", 
one of ~uc~ severity that it hes c~sed applicant through its 
affilie~es to embark upon a gas ~~ploration and development progr~ 
not only because of the need fo'!: new 'supply' increI:lents b'l.!t a.lso because 
the cep~hilit:y of applicant's prinCipal gas suppliers to meet ~isting 
s~1>ply cO~~CQents is dete~iora~~g. 
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Afte: careful consideration of the record h~rein~ we are 
convinced that both good regulation and good sense require an 
allow.e.nce 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 allow,,"nce of $12.6 million for ap?l:tcant' s 
sales expenses in test year 1972 is just and reasonable and: We so 
find. 

Pensions-Benefits 
The finalized 5-1/2 percent wage iecrease discussed herein­

above affects certain employee pension and benefit costs. Consistent 
with our ado?ted allowance of $4~732,..OOO for the added wage expense 
fro:o. the wage increase,.. our adopted ope:cating results for test ye·ar 

1972 include in administrative and general expenses an allowance in 
tho 3mOunt of $820,..000 for the related incre~sc in the employee 
pension plan and $63,..000 for the increase in the medical plan ... 
It:. addition~ our adoptee operating results include $300,.000 of the 
$486,000 difference in estimates,.. as set forth. in Exhibit SO,... 
between applie~t 3nd staff for special retirement payments, 
:retirement savings plan, life insur.a:c.ce refund, allocated system 
se::vice group expenses,.. pensioXls and benefits billed to SoCal, and 
pensions and benefits capitalized. 

In summary eoneernit:.g operation and ma.i:o.tenance expenses, 
'We find the.t s'U.Ch. expenses in ~he tot.nl amount of $571·,23.6,..000, as 
adopted in Table 1,.. to be p:oper .:md rep::'escntati"le of tes·t yew: 
1972 operations at "Pree:ent Rates;'. 
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"'~pplicant 's estimate of taxes other than those on income 
exceeds the staff's estimate by $2,107,000. 

As the principal difference, the sta=f deducted f~om its 
estimate of 1972 ad valorem tax the amount of $2,373,000 wb.ich. is the 
amortization of a credit resulting from a change in accounting for 
such taxes from a calendar to eo fisc-al year basis. Anotherdifference 
is the staff used later infor.nation regarding payroll tl:X ra~es, which 
result in the staff's estimat.e of payroll taxes being $266,000 higher 
than applicant's estimate. 

':'ae staff's treatment of the ad valorem tax credit in its' 
development of ad valorem taxes as well as in its development of a 
worki~ cash allowance is appropriate in light of thecoordfnated 
basis upon which rates were fixed in applicant's recent genera.l rate 
proceeding using test year 1970.. At that time, the ad va;lorem tax 
included in the adopted operating results repr.esented the ~ccrual 
d~ing the test year of the tax for the 1970/1971 f,iscal year; the 
adoptee working cash allowance reflected the lead in the recovery 
tbrougb. rC-"e:l.ues of such tax before payment .. 

We ~e adopted the &taff's estimate of ta~es other than 
those on ~ncome with a slight modification to reflect an incre~se in 
p~yro:l taxes as a result of the 1972 wage increase~ 

In i~come taxes the major issues Concern the use of ~he 
new investment tax credit (tTC) and the asset depreciation range (ADR) 
included in the U.S. Revenue Act of 1971. The term lIC re=ers to a 
reduction in current tax liability allowed by federal income t~ 
authorities, pursuant to tax laws, based upon a stateci: perceut3.ge 
applie<i 'to the dollar amount of specified qualifying plant additio':ls. 
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TheADR is the class life ,tax d~preciation system. It permits more 
flexibility iu estimating service lives of assets for computing the 
depreciation deduction allowable for federal income tax. However~ 

JJ)R contemplates that the life used for tax, de?reciation should 
re3sonably reflect the anticipated useful life of the class of 
property for the industry in which the ta.,,-::payer is included .. 

The new lIC results~ as did its predecessor =epealed by 
the U .. S .. Tax Reform. Act of 1969~ i:l a tax sav-ings rather than ~ tax 
deferre.l. Consistent 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 lTC, which has the effect of smoothing 
out fo: rate-fixing purposes the variations of ~ualifying plent 
~ddi~ions from year to year. Ap~licant excluded the IIC' ~ i~s test 
ye~ est~tes. the staff's est~ate of federal income taxes bee~use 
of the IIC is $1,883)000 lower for SoCal than applicantrs estimate. 
!he ic~act on aeditional revenue requirements) if I!C is not flowed 
th=ough;J ~10uld be app::'oximately double the $1)8S3~OOO figure' in 
acbieving a giveu rate of return. 

Full curr~t flow-through of PLS Co t S extraord'inarily large 
ITC for 1972 on ~ccount of the Alis~U~derground Storage Project . 
would adversely affect the ability of the PLS Co pcrti~n of the 
FLU Syseetll to finance. SoCal is better situatecl than PLS Co in t~s 
reg.tte and the staff's five-year averaging proposcl mitigates the 
interest cover<lge (before taxes) and related fiuanc-ing problems: c-f' 
PLS Co. 
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The :ecord iu this proceeding makes it abundantly clear 
that if SoCal ~nd PLS Co were merged a broader base for financing 
with more flexibility could resu.lt. Now that the plan to consolidate 
the employees of PLS Co ~to SoCal has bee~ implemented, it would 
appear to behoove the managements of applic'ant and its utility 
affiliate to seek a merger of the two companies at such time as the 
indent'UX'e holders might agree to reasonable terms. It is., difficult 
to see how such a merger> if consummated on reasonable terms·, would 
not be fn the public fnterest or would not facilitate regulation. 

Of 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 financi':lg 
to the eA~ent of increasing the equity ratio from. 3&.3 percent to 
39.3 percent and redue1ug in ture. the debt ratio, from 53.0 percent 
to 50.0 percent. With this objective for future finanCing of the' 

PLU System> the indenture provisions concerni~g long.-tel."'1ll debt 
interest coverage be~ore taxes of FLS Co can be better met> all 
other thiugs being equal. Moreove=, if Some deferr.a.l in long-term 
financing is necessary, currently interest rates on short-term debt 
are attractive in relation to cost rates for ne.w lons-term debt. 

O\:l:' adop~ed operating results for test year 1972 reflect 
the staff treatment of flowing through the investment credit 
cu..-rently on a five-year averOlge basis. 

As to the ADR the staff recommends its use to modify (in 
effect shor:en by 20 percent) guideline lives used in computing tax 
depreciation.~/ Applicant urges the Commission co- establisc. rates 

4/ The depreciation deduction for the purpose of computing federal 
~comc tax ?ayments by the FLU System generally is based on 
guidcl~e lives, USing a straight-line whole-life me~bod fo= used 
acquisitions and for plant constructed prior to 1954, a double­
cieclining-oalance me~b.od for plant constl-ucted subsequent to 19.33~ 
ane ~ straisht-~ine remainingwlifc method for investment in under­
gro"-"Ud storage rights. The 1.!se of accelerated depreciation. is 0'C. 
a ifilow .. tln"oughil baSis for both accounting ~nd rate pur'poses • 
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in :his proceeding 0:1. the basis of present guidelln~ lives for 
compu~ing. tax cepreciation. 'Io do othe::wise, applica:o.t conte1.1ds, 
increases the present differences between book and tax depreciation> 
reduces the ability of PLS Co to issue new long-term debt and 

imputes a tax reduction which may not be realized under fir.al 
regulatio~s yet to be issued and/or under class lives yet to· be 
fin~ly d~termined by the Office of Industrial Economies. 

Ihis CommiSSion has consistently held to the position 
that flow-through companies should continue to include in ~~ent­
year income the tax effects of using liberalized depreciation 
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 lfmit ADR lives in calculating depreciation for· ~:ate 
inccme tax purposes,. since the record is clc.3I that· the ADR system 
has not been adopted by the State of California. 

Based on the revenues and expenses, other than income 
taxes, adopted herein, we compute and adopt as re'asonable under 
"P:'csent Rates" for the test year an amount of $2,307,_ 000 for 
state bcome tax (7.& percent t~ rate) ~nd an mnount of 
$lO~910 ,000 for !ederal income tax, as shown in 'l'able 1. Each 

.::::nou:ct: reflects tee use of a.ccelerated depreciation on a Itflow­
through" basis. In the case of state income tax, present guidelin~ 
li-.res wer~ used for computing tax deprecia.tion. In the caSe- of 
federal income tax, the staff recotllmcnd<:.tion concerning the uce 
of ADR has beeu adopted. that adoption ha.s the effect of incre~sing 
the deprecia~ion deduction allo~qable for federal income tax 'by 
$1,117,000. Certein other differences between applicant and the 
s~ci'f in ~b.e adjustm~ts 'Used in arrivi1:Z a.t tlle bases for sta~e 
end federal· inco:ne tax. ealc-.:tlations have been reso:'ved consis.tently 
wI~h the items to whieh tbey relate in e~ adopted operating =es~l~s 
for test yea: 1972. 
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Ra.te B.:lse 

The difference between <lpplieant and the staff in rate base 
is in the working c.:lSh component. It arises from the steff's: deduc­

tion of the $5~932~OOO unamortized deferred ad' valorem credit balance 
.~ mid-1972 and the use of different revenue and expense estimates in 

the lag studies. 

" In connection with ad vuort:'.Dl taxes, we ,indicated herein-
above our concurrence in the staff's treatment of the· unamortized 

' .. ".'-
ad valorem credit bale.nce in developing a working c'ash allowance. 

Our' adopted working. c.o.sh allowance of $8,,952,000 is conS istent ehere­

wi~h 3:d reflects the use of appropriate levels of revenues, expcnses~ 
::O:d taxes in its determination. 

As shown. in Table 1, our adopted operating results of So Cal 
for test year 1972 yield at "Present Rates" .a 6.59 percent rate of' 
rett1r.l on a rate base of $770~677 ,000. A: this juncture1 me be:=ore 
proceeding to a determination of the revenue defici~ecy in relation 
to an 8.0 pe:eent rate of return for Soeal ~ we will turn to- the 
operating results of PLS Co. 
P~cif~c Lighti!'!Fl ~e:rviee Company 

As pointed out earlier herein,. a determination of PL$· Co's 
costs of ope:tatiotl must be made to determine in t\'I.r'Q .a s't!bstcm~:tal 

pcrtiou of applicant's production cX,?~'O.scs.. PLS Co's total cost of 

service equals its gross o!'eratins revenues which are the sum of its 
opera~io'Q a:ld: I:l~intenancf.! e."Cpenses J dep=eciation e:.;pe'r..se, 3:O.d taxes 
other th.3.n on income plus net operating revenues and incoce taxes. 
Its net opera.ting revenues equals the product of its we:r:g.."'1ted; average 

rate base and a f~ed ::ate of return, p::'csently 7. 75 ?erce~t as' fixed 
by Dec is iC'O. No. 77975 dated l~ovember 24, 1970 in Application 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 applic'ant and the staff,. 
are compared and specific differences in their estimates axe, set 
forth. Further detail and explanatiou of these differences is 
provided in a companion exhibit, Exhibit 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 forth in 
Exhibit 79 ~ are stlImIle:rized and the operating results of PLS Co we 
adopt for the test yea 1972 are showc. at the existing rate of 
return of 7.75 percent and at the rate of return of S.O percent 
authorized herein. 
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TA!LE 2 

PACIFIC LICllTlNc" SD.VICE COMPANY 

REStJr.:XS OF' Ol"ER.ATIO:f - TEST YEAR 1972' 

!tem 

2PCrJltt~ Reve-nues 
4S sa e& 

Other 
Tot41 Operating Revenue. 

Qmation & 'M~1T1~enJlTle@ E:Y.f)en8eS 
PrQC!uccion 
Stor<Cge 
'!'ransmU$!on 
/,dm1n. & Ceti' 1 

Total 0 .. & M. Expenses 

T4rXc.'>S 
l'lJ);e3 Other Than Incooe 
FecJe-ral Income 
Seate Income 

Total Taxcs 

Deprcci,4t1on 
Totoll Oper.at!n& Er.penses. 

Ne: Operae1ng ~cnues 
Aff1114ted Interest Adjnt. 

Nee for Return. 
nate ~$e 

working ~sh 
Unamol!'tued. Cas Devel. Cose. 
ltcma1nder 

Total Rate Sase 

botc of RC'CUrn 

· · · · · · : 

At 7.7$,% Rate of Return Xt 8. oat :' 
: : ueilit:y .' : Lte of Rcturtl ::' 
:, : :tJceeed~ : : Authorized', ,:' 

Staff : UtU tty : Staff : Adopted·' Herein : " 
(Dollar. in ThousandS) . . , 

$1;71,201 .$.72.lO6: $170,917 $175,883 $4,966 
1.773 1.833 60 " 1.783 1.783:', 

$172,.690 $177.71& ,$5,,026- '$172,984 $113)~89: 

140,312 140 .. 821 509 140'.17~ 140 p170' 
1.801 2 .. 043 ' 236- 1 .. 85 1.,~·5 
3,780 4,.001 221 3 .. 856- 3.,.$. 
4 217 4 723 06 ,44 4 

1S0,.~1& 15:1.588: 1,472 150.364 UG,364 

3,707 4,129- 42Z 3,~9' 3, 849-
S23- 3.078 2,5SS 1,3 1 1:763, 
217 463 ' 246 ~S2 32Z' 

4,447 7,6-70 3,223- 4,469 4.939; 
4.6S6- 4.656 '.656- 4 .. 656-

159,.219' 16~,914 4,695- 159'.489' 159,,959'> 
13.471 13.802 331 '13.495, U,930', 

6- ~ 6, 6.. 

13,477 13.808 331 ,13.501 J.:s9U .. , 

1,092 1.891 799 . 1,262 1..260 
4.800 8: .. 266 3,466- 4,933 4 .. 933 

168.00& 168: 1 008 168-.008. 168ia,008-
$173,900 $178,1'65 ~·,26$ $174,203, ,$174:,201' 

7.75: 7.7Sl. - 7'~7S1: ,$~OO1 

I 
. \ ' 
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Our adoptecl results reflect a consistent treatment of 
certain issues which are common to both PLS Co and SoCal, such as the 
staff adjustments for prospective wage increases, wage differentials~ 
and ad valorem tax ~s well as basic expense estimates, ADR and ITC. 
These issues have al~eady bee'll dealt witb. and discussed at some length 
it!. the C.:lSC of SoC.al, llUlking furehe: eotDment on them appear unneeessary. 
Iu addition,. tb,(? adopted results necessarily reflect appropriate 

resolution of ot!ler differences· ~etween the utility .:lnd the staff in 
their respective estimates. Cne of these o'ther differences, in going 

. , 

to the issue of the pro~r allowance, if any, for ra'te-making purposes 
of the gas explor.::.tion and development· program which is U:J.dcr 'fI1~y, 
requires discussiou. 

Through an affiliate, Pacific Lighting Gas Development 
Company (PLGD), PLS Co is pursuing zc. active and aggressive, gas .supp.ly 
proeuremcnt p::-ogra:n. As the initial or original ?8rt of this prog:am.,. 
PLS Co bzs agreed to adv~ce up to ~15 million to PLGD fo= par~iei­
petion in a three-ye.ar, 1971-1973 inclusive~ $30 million joiint venture 
drilli'Og prog:e.m with ~ subsidiary of PLS Co's out-of-state supplier, 

Transweste:rn Pipeline Company (Iranswestern). Its purpose i5to 

a~t gas rese::ves to support the present level of gas 'deliveries 
from '!raus";o1estern to PLS Co. On t:he basis of two discovery wells 
which have been brought in, the results thus far are encouragtng. 

Prior to the implementation of this joint venture, drilling 
program PLS Co notified the Commission that it was the intent in its 
undertaking this project {through PLGD) for the consumer to, bear the 
risks and costs and in turn to receive economic and gas sc,,?ply 
benefits·. Underlying such intent is the pOSition of the Pacific 
Lighting group of companies that gas explo~ation ane. development 
activities are too speculative to undertalce as their own capital risk 
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invcstcent. A proposal for the accounting to be followed for the 
projec1: was thereafter made. It provides in part that ,;1.11 revenues" 
net ~ter applicable taxes and operating expenses, received by PLGD, 

will be flowed through to PLS Co and in turn to SoCal. MOdification 
of the PIS Co cost-of-service t.;rriff to incorporate this accounting, 
including a five-year, a:nortization of project costs, was approved by 
the Commission by Resolution No. G-1522 dated May 25, 1971. 

l:l. their res!?ective showings in this proceeding the comi?any 
, , 

<ed the sta££ differ as to the proper amount to be included" for this-
project in the 1972 test year rate base and the period over which 
it.s costs are to be amort.ized. T.c.e dif£erence .amouuts to about 
$2 million in revenue requirements and is attributable', in essence, 
to the eOtli.pany's reflecting the f~ll three-year project on a pro-

'fo:r:na basis into the ~est year and using a five-year amortization, 
period vis-a.-vis the staff's reflecting only the first two years of 
the tbree-ye~ project nod using a five-year amortization per!ocl 
applied as expenditures occur. 

In .:dditio:l. to the joint venture drilling proJect~ P!.S Co's 
gas develepQ.etlt activities through PLGD now incl\:de a Gas . .'~rctic 
?ipeline Feasibility Study, Arctic Islands exploratio1l~ and Central 

.:t:le S¢u~a .Americ<:. exploration. The test year costs assoc'iated w!.t:h 

this er.pansion of the gas develoPQcnt program, for which' expenditures 
of $3,6i3,OOO are projected t~ough yea:-end 1972~ were also, included 
by ~e company and by the staff in their presentations during the 
cocrse o~ the proceeding. The company and the staff differ as to the 
time of recovery of the costs of these activities, with t:he eotn?fl:l.}· 
using a five-year amortization pcrioe <l.."l<l the staffa lO-year pe'ZioG' 

of amo~tizatio~. 
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To facilitate comp~isons of the treatment recommended by 
the staff~ the tre~tment recommended' by the comp~y, end the treatment 
reflected i"'.l our adopted opere.ting results, tbefollowing tabulation 
sets forth the impact on cost of service of the j o,int vent'l.lre drilling 
project end 'the expanc':.ed gas develop::nent activities separately. 

· · · Item · 

Pacific lighting Service Com'~any 
Gas Exploration and Development Program 

Test Year 1912 
(Dollars in Thous~ds) 

· · · · · Staff · Com2~n~ · · 
· · · Ado:eted · 

Revenue Requirement 
!loins. !eatE,%'~ p'r!l1.i E,S !r,2j~c~ 

$2,286- $-4,340 $1~9~:7 A:nottlzllt ion 832 1~560· 780 
Federal Income Taxes 1,014 1~925 859 . 
State Iu.:ome Taxes @1 .. 6% 173 330, 147 Retu..-n 267 525· lsi' 
Rate Base 3,,450 6~772 1,950 Rate of Retu.':'l.l 7.75% 7.75% 7.75% 

!Xp"a!ld~cI Q.a~£.ey'e1.oE..m!.n~!c.tiY::!.S.i~s 
Revenue Rcquire:oent 527 1,041 4el 
Amortization 148· 384 
Federal Inco~e Taxes 234 462' 213', 
State Income Taxes @7.6% 40 79 37 ' Return 105 116· 231 
Rate :Base 1,350 1,494 2,,9S3:k , 
Rate of Retu:n 7.75% 7.75% 7 .. 7570.' 

* Total 1971-72 e.."q>enditures of M$2)29S fo:: G'as Arcti.c and 
1!2 of 11$1,380 for other projects. 
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The California M3nufacturers Association (eMA) and the 
Geueral Services Administration (GSA) oppose the rate-malting, treatment 

, . 

<:.dvoc3.'Ced by either the company or the staff. contending that sh~e-
holders. not customers, should bear the capital risk and that gas 
distr.ibutors, moreover, should not be involved in exploration and 
development. vr~le these contentions in this controversial matter 
obviously have somc~erit, we sec at this time a need for measures 
which can represent a departure' f:om the traditional approach of' 
prod~cers' and pipeline companies' supplying their own venture 
capital. 

The r~cord in this proceeding is clear that the major 
suppliers of out-of-state gas to the PLU System have neither adequate 
reserveS to support very far into the future their present level of 
deliveries nor prospective new sources of supply upon which to plan 
and offer supply increments which are needed to meet the near future 
growth in the gas requirements of the PLU System. With this outlook 
on the gas s".lpply prospects from both E1 Paso, and 'I'ranswesteru and 
the c=itical gas ehortage developing in many pa--es of the United States» 
the ~eed for. special or innovative measures is unmist~(a~le. After 
ca::eiul considcrat'ion, the Com:nission is of the view that the staff ~ s 
support of the concept, need, and b~sic program for gas develo?ment 
~. the current serious gas supply situation is well ?~aced cxcepc 
that one cha~e in basic concept is needed'.. Conceptually) both 
Sc~ .:ne. its C$tomers :.!t this cr:ttical ti:ne in gas supply procure­
metl1: should par'ticipatc equally in the risks and the benefits. Such 
participation by the utility wi::'l provide an incentive to·its m~age:­
:nent which appeas essential. to the sej"eetio':l. process. nccess~y to 
\."nc.ertcl.drg only t~e more promis:tng vent'O,res under favorable terms 
ane to exe.rcisi:1.g of tae. cO:lcct:litant cost controls ef~ec·tiv~ly. 
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Cur adopted operating results fully reflect this equal par­
ticipation. For the joint venture drilling p:oject the three~year 
program is i:l.c1uded in the test year on a pro forma basis and the 
period of aoortization used is five years. 'For the expanded gl!S 
development activities, the entire 1971-1972 pr.ojectedexpendit'Ures 
for Gas Arctic, a pipeline feasibility study as differentiated from 
cxploration, are included in rate base as are one-half of the pro­
jected expendit\lres for this same period for the o.therprojects. The 

amortization required to recover such investments i.s being d'efcrred, 
however, until more is known about the duration and outcome of these 
p!:ojects which :elate to possible supplies some yea::s hence to meat, 
t02 requirements of gas customers in future periods. In addition to 
the deferral being appropriate because these projects are in the 
form~tive stages, it serves to mitigate the. burden on present rate­
payers by deferring the recovery of outlays associatecl with prospec­
tive gas su?p~ies some years away. 

In ~~ary on this issue, PLU System i~ being th:ustinto 
gas exploration 311C development programs beca'J.se of inability of out­
of-state supplie=s to replace gas supplies currently being, expeneed 
from prcs~ntly known reserves and bCC3use these sup~liers appear 
to~!ly ~~bl~ tc ~cet increased gas dem~nds. These ~de~taking$ by 

P:i:.U SYSm1 are prelixtinary :!on nature e.t:.d are also continge:i.t u90'O. the 
e::fottsof the :'est of the 33.S indust:::y to secure -9.ud develop ne,.'1 gas 
s~p?lies.. Consequently, there a:e uncert.ain'ties .e.s to the tot~l' 
event:'"..u:l financial requirements of tbe gas developme-ct program. :C't: 

is f=~ ~s ·oe.~kgro~d the concepts ado~ted in O~ operati=g results 
reflecting the C\:r.:ent ?:,ogram to acC£,uir'2 fu'ture gas su?plies l'l~ve 
evolvec. We recognize, however, t~~t the gas supply cituation is 
detetio:'3.ti:lg ~ne tbat it :os.y be n~eesse:cy in the ::uem:e ~o taodiiy 
t~ese concep~$ to pro teet the long-range req~ir~en~s of t~e 83S eon-
Ol.l::l~S, !1'>, such ease, tbe .;..??lieant w:!.l!. l'"..a-.rc ~'he burden o·f ?t'ov:tt"..g 

t:!z nece.ss!ty of p=.aci1lg 3 g:-cetc::, !::.si-; ~o be borne 'by the r.se~payer, .. 
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Before leaving PLS Co, some comments .are in order on the 
Aliso ".mde:rground storage project beyond tbose made earli.er in rela­
tio:l. to its creating an extraordinarily l.:l:'ge investment ta."t credit 

and. a related financing problem. In addi.tion to being::extr30rdinary 
in relation to the normal annual plant additions of Pts, Co, both as to 
size of expenditure and type of plant, it is also a nonadditional 
revenue p:oducing type of facility. Because of these characteristi.cs, 
we h.....~e ad¢pted the pro forma treatment for this facility,. in the 
operational results of PLS Co for test year 1972, advocated' by the 
company aUG the staff. 'Onder this treatment, a roll-back to the start 
of the test year is a?plied to that portion of the Aliso project micb. 

is not expected to be in service until the latter part of 1972. Its 
effect in part is to increase ra.te base by $37,224,000 minus 
$25,980,000 or by $11,244,000.. The need for this new underground 
storage facility in the test year is uncontested and a certificate of 
public convenience and necessity has been granted, Decision No.797S1 
d.at:ed February 23, 1972:in Appli~stion No .. 53097. 

For the pur~osas of this proceedins, we co~clude that a 
total cost of service of PLS Co for test year 1972 of $172,984"OOOat 
the \!Xisting fixed rate of return of 7.75 percent and $173,8&9,000 at 
the S percent rate of return .!I.uthorized herein is reasonable. 

C - Rate Spread 
Revenue Increase 

we find that the levels of revenues, expenses, and rate b~se 
of So~~hern California Gas Company as set forth in our adopted opera­
t~ results i~ Table 1 bereinabove are appropriate, after certain 
revenue-related modifications to expenses and rate base. and aft~r 
adjusting production expenses to reflect an S percent rate 00£ ret\l:('l'l 
for PLS Co to determine SoCal' s grosz revenue deficiency 'I.'tOclcrft?:esc:lt 
R8.tes It and should be \':Sed for that purpose. 

As shown in the Table 1 result$, the net operati~~ incoce o~ 
$50,791,000 equatca to a 6.59 percent ~ar.e o~ return on the r~ta base 
of $ 770, &77 ,000.. This is less tlla::. a fair return for SoCal whic'e, as 
found in a previous section of this de~ision, is 8 ?e~cent. A defi­
cie:Lcy in net reve.nues under "?:cesent Rates" o~ $lO .. 5S,9,COO rcs'u.lts, 
~ecrci:"ing acdi.::i.onru. 8=05::1 :cvcuue.s of $23,232,000 per ye~. 
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The adopted operating results of Soesl at rates be1r~ 
authorized herein may be summarized as follows: 

Adopted Ooerating Results 
At Authcrized Rates 

Opereting ~evcnues $713,674,000 
Operating Expenses G52~324,OOO 

Net Revenue 61,350,000 
Rate Base 766,358,.COO 
Rate of Return a.O% 

Apportion~~t of Revenue Incre~se 
The authorized increase of $23,232,000 over test year 

reVC!:l.ue at present rates remain.s to be spread appropriately .;m!.ong the 
vario~s classes of service and customers within such classes. It:. 
addition, the rate design to be adopted herein should provic~ 
appropriately for the merger of rates ap~licable in the respective 
~erritor~$s of former Southern California Gas Compzoy and former 
Sout:.ern Counties Gas Company of Celifo::nia .. 

SoCal f s prese:lt rate cesign vTaS establisb.ed through Decision 
Nos. 7797S ~C 7i~?S~i~~"Ue~ on NO-J'cmbcr 24~19iO in. the 19i'O te1Jtycar 

general :t'.lte proceeding and Decision Nos. iS469 C1'l."!d 78470, issued on 
~ch 23, 19i1, concerning offset and treeking increases. In the 
preseut proceedtng SoCal proposes to apportion the additional revenue 
r~q'\:.i:emen'C tbJ:ou.gh ~ 'lniform percentage incre~sc to the various· 
majo= cl~ses of service. In concluding that ~ uniform pe=eentage 
increase to the various customer claGses is app~opriate, SoCa.1 gave 
consideration to such important rate-making fac~ors ~s the ~istory 
of rates) value of service or comp~ative cost of alternate fuelS, 
.lllocated costs, competitive factors, socio-political facto:s, 
custOtter us"se patterns, and level of serlTicc to various classes ... 

. I 
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The s'Caff is in general .:ccord with this conclusion exce.pt as to­
steam-electric r.!!tes where it considers thet a decline in ,gas supply 
re?resents a 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 uniform percentage increase 
to all classes of customers appe.srs reasonable with the 
exception of the st~m plant class. A comparison of the 
aver.age cost of ba.c; ic gas with the rate proposed by the 
company for the G-SS schedule indicates this proposed rate 
is below the average cost of gas. The company in its 
exhibits has made a very specific point that they are now 
operating under a condition of a declining gas supply_ No 
significant relief from this situation is foreseeable until 
19'5 at the earliest. In view of this new set of circum­
stances, it is believe.d improper to sell gas to any customer 
at below the average price of that gas; therefore, it is 
recommended that this rate be set at least equal to the 
average cost of the basic gas supply." 

the ~., SeE, SDC&E and the three cities of Glendale, 
Burb.;mk and Paso'ldct:.a oppose the rate spread proposals of SoCa.l and 

the staff pr~ily on the basis of cost allocation data and certain 
rate design considerations. In Decision No. 77975, supra,. the 
Co~issio~ :eiterated the l~itation of cost allocation data on the 
PLU System. 

nAs pointed out in Decisio':l. No. 75429 :tn the 1969 rate 
p,=oceeding of applicant> the outlook does not appear 
?romising for any single cost alloc~tion method or srr~y 
of such methods to provide results for the Pacific 
Lighting Utility System which could serve as more tr~n 
at best ~ approximate guide within oue of the ~po:tant 
elements conSidered in determining reasonable rates for 
the various classes of service." 
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After careful consideration of the evidence in this record, 
we continue to hold that we do not have before us anY!=1ethod of cost 
allocation which meets satisfactorily the test of an equita~le cost 
apportionment between firm. gas service and interruptible ga.s service 
where certain measures of cost benefit appear indeterminate and 
rigorous cost findings probably cannot 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 service 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 serv'ice 
of the steaxn plant and regular interruptible classes in relation to 
tbe ~act of the cost of alternate fuels resulting from such 
different exposures to curtailment. The' staff's recommendation to 
the effect that no rate be set below the s.~~rage' cost of basic gas 
supplies offers the advantage of a readily determinable bench mark or 
floor. Its validity from a cost of service standpoint cc:.nnot be 

dete:anined,. however, because we do not have a valid cost all~eation 
method as has been made abundantly clear herein as well as in ea:lier 
decisio:lS. 

Perhaps with diminishing load equation from interruptible 
$e~~ce under declining gas supplies and increased underground stor~ge, 
such 3 floor on interruptible r~tes should be eventually est3blishee. 
But at this t~c the staff's recommendation would also tend to, 
exacerbate the shortcomings in SoCal's proposal as it rela~es to 
increases as between tbe regular interruptible and steam plant classes. 
After eare:ul consideration of this record, it is our judgment that 3U 

cq~table :::.?=ead of increasec to customer classes, is set forth in 
the follov. ... .i.ng Si:rrwnary: 
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: 1 
'I I~ 

: Sale. 
:Claae of S.~ee : )(Met 

Cezwl"al SeZ"¥'1ce 4~ • .w. 
nr.~ lll~16 

Subtotal 4I;6.~ 

a..~ ~.014 
l'tsvlar Xnte:r-r. 2l.8.802 
St. .. !:lee. l'lnt. m.m 

' 'IIbol.ew. 'lO'l16~ 

SubtoW 919.086-

~I' au 1!e\o. 

ToW~. 

Summary of AuthoriZed IncT.a ••• 

Teet Y.ar 1972 

I xaopt.o. luthOi'!Ma 
: :Rewnuea at %l10NIUMI 
: 4-9-?l llate. : AIIount : JIIt;r.. I oent. 

lit l'I$ cent : lle'!' M~t 

4~7.406 l'.m '.02 - '.19 
~14'l~ m ~~2! 2.24 

466.821 14,166 ,.0, ,..11 

2.8~ l.2!S 4.4' 2.49 
99.389 4,422 4.~ 2.02 
~"7 2.~ :M~ l." 

, 4~1~~ 'l12.€~ ~.8Z l·Z~ 

688.112 2},~ ,.,a 2.,., 
~ 

690.~ 

Av« •. RfIY •. 1,,« •. LV. 
A1"tel' An-r 

he. Cellt •. IIlo. Cents I 
lle'!' )(01' hI' '!'he,.. 

l08.81 10.2'71 
Z2.l!O 6.8:!! 

lctJ." 10.161 

,58.78 5."'5-
47.45' 4.416· 
~.81. :50.412' 
46.~ 4~~ 

72.65- • 6.854 
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The r .;:.t:es authorized herein and as prescribed in detail in' 
Appendix B to this decision for the rate schedules applicable to the 
va=io~s customer classes, have been developed after considering all 
of the factors inherent in rate spread- and rate design including cost 
of service within firm service categories and within interruptible 
service categories, c~~tomer~ usage patterns, value of service, level 
of service to interruptible customers, and histo=y of rates. 
F~ Retail Service Excluding G~s Engine (Schedules G-l throughG-40) 

Based upon the operatio~al results for test year 1972 relied 
upon by applicant, the 8-1/2 percent rate of return which it· advocate~ 
and the uniform percentage increase to the various major classes which 
it proposes, ScC~l in effect seeks to increase rates to· general service­
customers by approxi.mz.tely 8 .. 6 percent which is equivalent to an 
average increase of nearly 9.1 cents per Mcf. This comp.3%'es- with an 

authorized increase for the gener~ service customer class of 
$13,795,000 which, as sb.o~ in tile foregoing t~-:.:lation, represents 
a 3.02 pe:eent increase over the adopted revenues at tbe4-9-71 ra:es 
and is equivalent to ml. .:l\"e:ege increase of 3.19 cents per Mci. A 
typical. monthly increase for an. average household using. 100 thermal 
uni~s of gas a month under Schedule G-l would be 36 eent::;: at:he 
r~tes authorized herein. 

SoCal also proposes a rezoning. or res-",ouping of firm general 
service customers for assignment to rate schedules' to accom·plis-h. 
unifo:t:i.ty in the rate zone treatment of the former SoCal.a"IlG fC::::ler 
So Counties respecti'w~ territories. This p:oposal is in lio.e .. ,dth 
the Commission's direc~ivc in Decision No. 77010 autaorizing th~ 
merger of Southern Counties Gas Comp3uy of California intoSoutbe~ 
Califcrnia Gas Company and is se:: forth in Table 20-N of Exh!.b·it S·. 
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Under this pzooposal reasonable differentials· betwe~n rates applicable 
in the v~ious rate zones would be established and the number of 
general service schedules for the former SoCal territory would be 
reduced from 8 (Schedules C-l through G-6 and C-8 and G-9) to 5 
(Schedules G-l through G-S) and for the former So' Counties territory 
from 7 (Schedules G-ll through G-17) to 4 (Schedules G-ll through 
G-l4) • In addition, a consolida.tion of contingent offset charges 
is feasible which would in turn permit Schedules G-l through G-5 
after appropriate changes to sf'an the coverage now provided by- the 
15 schedules. 

SoCal's rezon~ proposal, as modified to conform to a 
minor change per staff recommendation in Exhi~!t 24 concerc.ing only 
five rate areas and as modified to implement a further reduction fn 
n~r of schedules upon consolidation of contingent offset charges 
in- parallel schedules for the former SoCa.l and So Counties territories; 
has bee:t incorporated in~o tbe ra.tes: prescribed ~n Appendi.~ :s. to 'this 
decision. 

'!'be design of Schedule G-lO, .:L lower cost option to 
residential customers with very small monthly use, will also, be 
modified, as proposed by applicant and concurred in by the s::a£f 1 

to provide a uniform break-even point in mon~bly crArges at 30 the~al 
units as between each G-10 rate and the general service schedule 
applicable to that rate area. Another proposal by applicant in weich 
the staff conc\l%'S is the closing of Schedule:3· G-20 omd G-40, 't-:!:~ch are 

applicable only in former So Counties territory, to new customers. 
'While ~his clos-ure would be consistent with- the goal of consolidat:ton 
of tee fo~c.r So Counties scbedules with thooe' of SoC.al,. there a:e 
some objections. GSA opposes the closing of Schedule C-20 and the 
Qf.A oI,)po~es a percentage increase to Schedule! G-40 rates greater 
tb..:r.t:l for oeber fi:m scheclules to f.lcilitatc aneve'C.tual el!.m1'C.atio':l 
of Schedule (;-40. 
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Sehec.ule No. G-20> Multi-Family and Military Natu:~l Gas 
Service> 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) military 
establishments for the combined three uses of cooking> water heating 
and space heating. In the former SoCal territory> SoCal' s regular 
schedules a?ply and acco:nmodate this type of cus·tocer through their 
rate deSign. A compari$on of Schedule G-l and Schedule G-20 rates 

as of April 9 ~ 1971) is as follott.'s: Per Meter Per Month ' 
Regular Usage Gwl G-20 
First 20:0 000 thermal units, per unit 6.872'¢' 
First 2 thermal units or less $' 2 .75626 ... 
Next 28 thermal. units, per unit 8.441¢ 
N~~ 970 thermal units, per un~t 7.4S8¢ 
Next 2:0000 thermal units, 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 cO:l.tends that the Commiss.ion has no right or juris­
dictio~ to authorize the clOSing of Schedule G-20. We rej ect such 

contention. Based on this record, we see merit in applicant's 
propose:. to close Schedule G-20 to new customers, find such limited 
closu:e will tend to bette: serve the in:ercsts of all of app-lic·.:mt' s 
customers m:J.d will not pose an unreasonable or undue burden on 
prospective customers. In the exercise of ou: cOt' .. tinui-cg jurisdiction 

ov~ regul~ly filed ta=iffs, SoCal "s proposal in this regardwill.be. 
autho.ized. 
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Schedcl.e G-40, Firm Industrial Natural Gaz Service ~ iselso 
applicable only in the for.mer So Counties territory.. At this time,. 
as a s'tep toward consolidating the rate schedules of former,So Counties 
with those of SoCal, both applicant and the staff propose a larger 
than ~crage percentage increase for the G-40 schedule rates in 
order 'to bring those rates into closer alignment with the rates· for 
comperable service in the rest of SoCal f s territory.. Under this 
proposal the G~O schedule retes would be brought only partway to 
the level of rates in the extended blocking of SoCal's regUlar firm 
natural gas schedules and the G-40 schedule would be closed.to new 
cuseomers, ehe objective being t!'l.e eventual elimination of this 
schedule. 

The CMA opposes the proposed larger .. then-average percentage 
increase for Schedule G-40 rates based' on a comparison of allocl.l:ced 
eos~s with rates. It advocates no greater than an average percentage 
i'C.c:eaee to the G ... 40 schedule and a less than average percentage' 
increase to the tail blocks of SoCal's regular firm nat~ral gas 
sc1:':.edu~es to aCh.icve 4 closer alignment of rates. 

It is applicant's positien that considerations other th.m 
alloeCltcd. costs .are: involve.d~ one of which rel~tes to the proolemo£ 
customer cla.ssificatio·n ~d schedule applicability. About 2,700 
customers a"Ce served under Schedule G-40 and according. to a! wittl.cSS 

fo: 3pplicant over half of these cuseooe=s would fall into a 
eommerci,;:,l rather than s. firm industrial category. !t is ap?lic.snt f s 

further t>Osition that cus":omcrs of both eypes have been served 
satisfacto=i:y in the pre-merger SoCal tercitory under f~ gene~al 
service sc~dules "oV'itb. extended blocking s:tnc .. ~ 1957, .s.e which timlZ: 
a SoC.s.l G-40 type schedule ".-las eliminated, and thClt ScheduleG-40 
shoule be closed ~o new customers i: the goal of coneolidation of 
:C:rt:l2r s~ Co-.:nties schedules with those of So Cal is' to beaehieved. 
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A comparison of our authorized revenue increase for the 
"firm industrial" service class in the amount of $371 ~ OOO~ which 
rc?resents a 3.94 percent increase over the adopted revenues at the 
4-9-71 rates and is equivalent to an average incre'ase of 2.74 'cents 
per Mcf or 0.259 cents per thermal unit~ with the 3.02 percent or 
average 3.19 cents per Mcf increase for the general service class, 
shows ~he relationship of such increases we deem to be proper at 
this time. In view of the much larger custom~r base in the pre­
merge: SoCal territory~ the absence of a cost analysis by customer 
groups or 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 tb.e tail blocks of those schedules, 'which 
the 00. advocates to bring the Schedule G-40 rates and the SoC.e:l 
ffrm natural gas regular schedules into closer alignment. 

Applic~t neither proposes nor will we euthorize the 
elimination of Schedule G-40 at this time. However) we will 
authorize a clos\l%'e of this schedule to new custome=s in light of 
its possible future elimination~ problems with its applicability, 
and t~c goal of having comparable service schedules in bo:h the 
force: SoCal and So Counties territorie~. 
Gas Engine Service (Schedules G-45 and G-46) 

Applicant and the staff propose that the blocki~g, rate 
levels, and special conditions be made the same in eollcr.. of these 
scheGules. The changes required to accomplish this are set forth 
in .EY.hibits I and 12 and .are unopposed.. In addition,. an appropriate 
consolidation of contingent offset charges would eliminate'theneee 
for tw~ schedules. 
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SCbecule G-46 should be canceled and Schedule G-45 
appropriately modified to serve as the surviving schedule .• · 'I'~ 

rates prescribed for Schedule G-45 in Appendix :s: to this decision 
reflect au anuual. rcvea:ue increase of $l2'S~OOO which re?resents 8." 

4.43 percent increase~ equivalent to an average increase of 2.49 cents 
per Mcf or 0.235 cents per thermal unit, for gas engine seryice'. 
P.e~l.!lr Interruptible Service (Schedules G-50 through: G-53V) 

The adopted =ate levels for the regular interruptible 
class reflect in the aggregate an annual revenue increa.se of 
$4>422,000 which represents a 4.45 percent increase, equivalent to 
an increase ·or 2.02 cents per l-!c£ ·or 0.191 cent$ per :hcr::l. Th!.s 
percentage i~crease is larger tb..1ll the percentage increase of 3. is 
percent for the ste~ electric pla::lt cless, largely in response to' 
the imp~ct of the cost of alternate fuels resulting from. such 
different exposu:es to curtailmant of these two custo:ner classes. 

Applic3.t:.~ has p:o?osed and the staff c.Jncurs in the 
c~cellatio~ of one regular interruptible se~~ice schedule and the 
closure 0: another to new customers. Schedule G-5S is proposed to· 
be canceleo and the present G-53 c~tomers transferred to Schedule 
G-SO. The competitive situation for which Schedule G ... 53, was des igned 
to c.ee-: many yea:rs ago no l:luger e."Cists. The customers to ~e tracs­
fer:ed wi~l not be significantly disadvantaged because the rate 
differentisl between Schedule G-SO and G-53 has nar=owed du::ing 
recent years. Schedule G-50T~ which serves only a few custome~s~ is 
proposed to be closed to new customers. Schedules G-S3 and G-50T 
app-ly to the pre-merger SoCal territory and there have uever b~en 
counterp.rts to these sc-1::edules in the former So Counties t~rritory .. 

Schedule G-SO and also Schedt:.le G-SST, however) no: only hCNe such 

cOU'J:lterparts, • Schecl.ules G.-51 ,'j,tld G-53V) re::>p~etivcly,. but: the ra'Ce " 
levels in co::esponding schedules .re t!le Some. A consc11a.:l.tionof 
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contingent offset charges would werrant cancellation of Schedules 
G~5l and G-53V. The regular interruptible schedules being retained 
would thus be: Sch~du12s G-50, G-50T (Closed) ane G-53-'r. 

These pro?osals together with an appropriate consolidation 
of conttngent offset charges and certain other changes, which are 
minor in na~.lX'e and are set forth in Chapter 20 of Exhibit 8 ~ will 
~ authol:'izac1. 

!n aedition) there is a need un~er the declining gas supply 
situation to el~nate the existing options available to regular 
~terruptible customers to switch to a different schedule for the, 
?\:.'t"?05e of reducing ex?Qsure to curtailment. SoCal will be directed 
to elioinate such options from i:s tariffs in a manner that will ~ot 
preelude regular interruptible customers from converting t~ different 
sch~dules for other reasons) including situations wher~ the' higher 
level of service would not be the pri~cipal reason for the change. 
Remai~ing Customer Classes 

The ado?tec rate levelS for the sterun e~ectric~lant class 
reflect an annual r~"enue increase of $2) 756,000 which re?resents a 
3.75 percent increase> equivalen'C in turn to an increase of l.33 ce'ats 
per ~zf or 1.254 cen~s per ~B~u. As previously pointed out, the 
im?ac.t of the cost of .r:.lterc.a'tc fuels resulting from. this class' 
exposure to curtailme~t lou rele;'=!.otl. to the exposure of the regula:: 
interruptible clas~exe=cises an important influence in spreadtng a 
revenue increase between thes~ two classe~ of s~rvice. 
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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 
service is provided' to the City of Long Beach and to Schedule G-61 
under wMch service is provided to SDG&&. The authorized rate levels 
prescribed tn Appendix ~ ~~ this decision reflect an annual revenue 
increase of $298,000 for Sched~le G-60 which represents a 3.84 per­
CCAlt increase, equivalen: in ture. to an increase of 1.92 cents per 
Y~f or 0.181 cents per therm; and an annual re".,enue increase of 
$1,465,000 for Schedule G-61 which represents a 3.8$ percent increase, 
equivalent in t\tt'n to an in~rease of 1.70 cents per Mcf or 0.160 
cents per t:herm.. ':these incree.ses also have been infl'.;:enc'ed to' SOale 

exte-et by the impact of the cost of alterna.te fuels, in relation to' 
c'U:'tailmeut exposure. 

A number of changes concerning either the schedules or 
service cOtl.tracts, or both, for the steam electri.: pla.nt and w!':ole­
sale eus~omers are necessary and will be taken up' after the follow­
ing diSCUSSions of parity proposals and curtailment priority system. 

D - rarity ?roposals and Curtailment Priority System 
Curreu~ly and for the next several years> the supply of 

gas will not be sufficient to ena~le SoCal to satisfy as high a 
percent~e of i~te~~ptible requirements ~s it has been capable of 
doing in recen~ yeers. Under these conditions, e~uitaole levels of 
service to interruptible customers pose an important and com~lex 
issue in this proceeding. 

By way of background> the policy and objective of SoCal 
since the mid-1960:s bas ~een to attempt to purchase adequate 
supplies of natur~ g~ so as to meet all of the neeas of f~ 
service customers and approx~tely 90 percent of the requirements 
of interruptible customers both wholesale ano retail. With adequate 
supplies, ~ll of the f~ requirements, nearly 100 percent of the 
requirements of regular inter:uptible customers and nearly 85 pereenr. 
of the requirements of the utility electric generation customers 
were satisfied'. 
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the o~jective for such high levels of service remains 
uncb.angee but is now utl.a~t;a.inable. Si:l.cc 1969 ~ the PLU System hss 
not been able to eontr~et for and in turn have certificated new 
increments of out-of-state gas. ~ addition~ there has been a 
s~ificant decline in the availability of California source gas. 
~ais has led to a sharp decline in the level of service to utility 
electric generating. plants,. particularly the th:cc Sehedule G-55 
and the two Schedule C-58 ~etai:' utilit.y elcc:ric generation plant 
customers. The cities of Bw:bank,. Glendale and ?~sadena take service 
for tbe:i.= steam. electric generating stc.tions under Schedule G-55 and 
SCZ and Department of Ws:er and Power of the City of Los Angeles 
(LADW?) take such service under Schedule G-5S. 

In 1971,. the utili~y electric generation plants of SDG&E 
=eceived about 72 percent s~tisfactiou of requirements from gas 
while the re~a~l utility ~lectric generation plants dropped to about 
55 pe~cent. The gas supplies for eh~ eleet:ic generation plants of 
SDGSE are purchased by the gas department of that company under 
Sche<!u!e G-Sl. SCE~ L&)WP',. and the utility e!ectric generation plants 
of SDG&E .are the th:'ee largest utility electric generation oper.!l.t:ton~ 
servee from the Pr .. U System. By far the: largest of the t;.u-ee is SCB 
having an estimated requirement of 294 .. 3 rtfc.f. On the FLU System in 

test yeaz 1972; DWP is ";le,.-.:t with a 142.3 'fffcf =equi:ement in the 
test yca:r:; SDG&E follows with e requirement of 73.4 ~ c:f in t:he test 
yaa=. 

~ SoCal's proposal for parity of service the stated intent 
is ~o offer the opportunity for an appr.oximately eq~al percentage 
sa~isfaction of the :equirements of the tbzce largest utility electric 
genera~ing c~stcmcrs served from the PLU System including this type 
of ~equirement by SDG&E. SDG&E.,. of course,. vigorously op~oses this 
proposal,. its primary positio:l being that its c-ctit:'ement to gas 
supplies :or its utility elect::ic g~ne:-.'3.t:ion plants should continue 
tc be determined in relation to the contract volumetric rate of :!.t:# 
o,~ Schedule G-S4. 
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The Commission's staff is in accord with SoCal's proposal 
with two modifications. the staff believes that ~ parity concept 
should ~pply to Burb~ru(~ Glendale 3nd Pssadenautility steam electric 
oper~:!:ions as ~1ell as SDG&E, SCE, and LADWP. The other modification 
would prevent some of the gas presently going to utility steam 
electric ~l~ts ~inS diver~ed to other customers. SoCal llas con­
curred in the staff~s recommendation th~~ no cla.ss of customer other 
than the utility electric 8ener~~iou class sho~ld benefit f:om o~ 
participate in any gas maoe available by reeson of bringing deliveries 
to SDG&E's utility ~lcctrie generation plants to ?arity with SoCal t s 
:¢tail utility elac~ic generation plant customers. If the Commission 
co~siclers it a?p:opriate, applicant does not oppose serving the three 
ei~ies) prese~tly O~ Schedule G-55, on a parity basis under another 
schecule such as G-5S. 

In its opening brief, SoCal provided che following history 
and backgrounc of service to utility electric gece:atiou ~d· cement 
plant custome=s which i-:1 i~s opinion mt:st be considered in e:valuCltit!g 
its pari~y p=oposal. 

J~e:ail Scheeule G-54 was authorized by the Commission ~ 
1957 tn Decisio-:1 No. 54831. Mzny 0= the conSiderations 
i:l ~1u:t proceeding anc! many of the I ground rules ,f establi.shed 
by that eecision were the source of much of the evidence that 
was reviewed in this current proceeding. At ta~t =ime the. 
ut!.lity electric and cement plant customers were in tl"J.e same 
cl~s and were served unc!er Schedule G-54. Cne of t~e 
objectives of the G-54 schedule was to provide for a more 
nearly equal s~~i$f~ction of the require~~ts of the retail 
utility electric generation pl~nt customers (Exh. GG? pp. 8-9). 
With the advent of the 0-54 eontr~cts, a higher level of 
service t:> this cus'/:orner class was contemplated CI.ud achi~vcd 
(Tr .. 17/1694).. ~e availabili'ty 0; 'Chis it:.terru?t:ible 
cerket pe=mitted the contr~eting for addit~onal volumes of 
out-of-state gas. As the result, distinct benefits hsve 
been made available for all customer classes. These 
~cremen~s enabled SOCal to achieve a high level of se=vice 
for the inter=up~ible classes) while at the same time 
assuring its abil~tv to meet the long term requir~ments of 
th~ firm customers eTr. l7/1694; 18/1699-1701). . 
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"In 1958 service to San Diego's electric plants were (oie ) ~l$o 
brougb.~ to parity wj.t:h th.~ :etai1 plants (Exh. GG, Pl.'. 8-9) .. 
Sch~cule G-54 stated the b.:..sis for the dctcrmi'nation of 
priority for the retail customers as 4- M,""c£d plus 50 pe:cent 
of tb.e remainder of the contract volumetric rate at: the rA' 
pricrit~ plus the balance of the contract volumetric rate 
at the S-l r ?rior:!.ty (!r. 1811701).. It also stated the 
l~tation on the 'At block as 15 percent of out-of-state 
S~. SoC~'s G-54 scbedule was controversial and exceedL~y 
cocplex (Tr. 17/1646). Th~ ret~il eustomers made it kno~ 
that they desired to h~ve a schedule where the terms we:e 
more cleq:ly anc sim?1y stJlt.ad than under Schedule G-.54· 
(EXh. GG~ pp. 10-11). 

"In 1961 in Decision ~o. 62260 (Case 5924), the Commission 
indicated that ser~ice for utility electric generation 
pl~t cus:Gmers sho~ld be separ~tcd from that for cement 
?lants ~G other fn~erl~ptible customers (Exh. GG, pp. 12-l3; 
Tr. 17/1646) .. this set the b.;:.ckground :::0:: additional 
cha::gcs :.n schedulec and -cew schedules that were developed 
(Tr. 17/1645-1646). Du:ing this t~c period, ~ whole 
series of interim. schedules were made effect ive.. Among. 
these: were Scb.e<iu1ea. G-54.!., .;:nd G-5~.S for the electric 
plants a:ld G-S4M fo:: the c~cnt plQ':'lts ('!':' .. J.7/1642 ... 1644). 
Sc~~ulc G-55 came into existence in 19~5 and Euzbank, 
Glendale ;;cd Pacadena contract:ed ur:.der it at that time 
(!I. 17/1644). The G-56 cement pl~t 3cr~dule was also 
~~~horized at that time and Schedule G-53! WsS also m~de 
~ailab1e to the cement plant customers (Ir. 17/1668). 
Schedule G-58 w~ net adopted until 1967) at which time 
Edison an<i l~~WP contract~d under it (Ir. 17/1643). 
Burbank) Glendale and Pas<ldena elected to stay ~·;ith taeir 
G-55 contracts. the G-54 contracts of Edison and LAD~~ 
=e~a~ed suspended and in3ctive a~ the time the G-58 
contr.acts were entered into. If 
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Equal sati$iactio~ of gas requirements from the FLU System 
for utility electric generation plants has ~ot been proposed by 

either applicant or steff. From a practical standpoint;J it. appears 
that contract~ coneiderations and departures of forecasted requtre­
ments from tho~e which .j,ctu~-\lly ma.terialize as well as possibly 

operational fQctors including tha ral~tive customer-size and customer­
l¢ad pattern would dict~te somewhat uneq~al levels of service. The 
following. tabulation of levels of service based on test year 1972' 
(e..""<:cl. PG&E source gas) shows ti.":.3.t t?-is in fact is the result 'U'nder 
the parity proposals of SoCal and $taff: 

seE 
I.ADWP 

SDG&E 

Bu::bank 

43-.3 

43.7 
44 .. 0 

28..3* 

Staff 
7. 

4S.~ 

42.9 
45.0 
35.7 

Glendale 31.1* 39.0 
PaS.lde'O.3 27 .. 6* 34.8' 

* Not included in applicantrs parity proposal. 
It is SoCalts poSition in part that deliveries to· SDG&E 

cculd be brought to p&ity of service i':l. 1972 with the ?resec.t G-5S 
custv~ers witho~t modification of the G-61 agreement s~bject to 
Co~ission co~currence. Such concurrence will be forthcoming because 
it provides a fair basis upon which to reso:'vc the relative level of 
service which SDC&E is to receive for its uti11~y electric 8eneratio~ 
?lants~ !hat level of service will be set to approximate the levels 
of serv~c of SeE and LADWP and to be operativ~ until such 1.:i1:e as a. 
b.igb.er levej" of service would result under the G-61 agreement. 
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Consisten~ with the G-61 agreement, the tota1,annu..aJ. 
deliveries to SDG&E including "make up" gas is intended t<> equal not 
less tb.an th~ p::-oduc:t 0: the contract dema'C.d of 221,000 Mcf per day 
times t!le 365 or 366 days in the year. this means that comparable 
levels of service with SeE and L.ADWP will be maintained only until 
the floor on level of service to SDG&E is reached as determined in 
relation to contr~ct dem~d quantity~ Thereafter) the level of 
service to SDG&Efs ~tility electric genera~ion plants would not, 
however,. remain cons~.o.nt but would cont~.nue to decline as a. result 
of grO'WtA in SDG&E's :Ei.m and regular interruptible cus,tomcr require­
~~ts iu relation to a fixed coctr~ct demand quantity of 221)000 Mcf 
per dc..y. 

OU':" t::eatment of SDG&E results in a distinguishable level 
of se--vice to its utility electric generation plants, one which is 
derived ~ part from a p~ity consideration with SeE and LADWP 
resulting in an equivale'C.t c!.lilyeor..trc.ct qU<lntity of 157)100 Mc: 
?er day :or purpo~es of eurtailwc~t classification and in part from 
the fact that SDG&E is a wholesale customer with a contract c!emand 
of 221~OOC Mcf per day providing a floor, cs- discussed above, below 
which the eq~ivalen~ daily contract quantity is inoperative. 
C:f course) SeE and LADWP also receive individually a different level 
of service which depends upon gas availability in relation to- the'ir 
req,uirements .and their G-58 contracted fo':' deliveries. 

SDG&E is s::.mila= to SeE and IJ.J)WP in that it operates­
utility electric ge~eration plan:s and pcrchases S~S fro: SoCal. It 
diff~rs in that i: is a wholesale customer ?urchas:t:c.g gas :0-: resai~ 
to f~ and inte~~tible classes of service and for use in its _ 
'Utility electric generation plants) contracts with itself in effect 
i'01 establisb.:tng a contract volumetric ra.te for its Schedule G-54, 
has 110 independent sourCes of gas - SoCal being i~s only gas supplie::) 
and operates au integrated gas system. . 
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In test ye~ 1972 the levels of service (excluding PG&E 
sou:ce gas) of SCE~L~~~'P,and SDG&E utility electric' 8enera~ion plants 
and related daily COlltre.ct quantities employed for purposes of curtail­
ment classification, as reflected in our adopted operational rcsults~ 
are .as follows: 

seE 
UJ)WP 

SOG&E 

Level of Service 
46.7 
43.3 
45.4 

Daily Contract guanti~y 
'652'.2 
293.5-
157.1 

We turn uow to the cities of Burbaru(~ Glendale and 
Pas.adeua." which take service for th~:tr municipal electric ope::-at:!'..ons 
under Schedule G-55. Becat:se of the gas suP?ly shortage and 1:he 
resultant: increase in exposure to the penal-cy provisions in the G-55. 

cO'O.tracts" SoC~l gave tlo~ice prior to April 1, 1971 to termin..:l.te 
these CO'C.traets over a period of five ye~s. The result of ehe 
short-te~ of these ~out'racts is th.ilt these' 'ebrce customers will 
experience a furthe= decrease in the volumes of gas they receive 
because the contract q,uantiey decreases 20 J?eree-a.t per yea!:'. The 
staff, the three cities~ and applicant appear to agree that service 
hence£o~h should be prOVided to the three cities uuaer the p:ie~ 
and conditio'i:l.s associated with Schedule G-53 in order that. all retail 
u'eility electric generation customers would ~ provided a level of 
service CCtmlleusu:rate with their full contract qucmtities. We ~lso 
agre~. thus, service to ehese three customers shoul~ be?~ovi6ccl 
pursuant to a G-S8 type contract with the.ir contract. quantities 
restored to the pre-short-te=ming levels and Schedules G-55 B:1d 
G-55A sdould be terminated. 
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U::.de: the. eb.anged g~s supply conditions anotcericport:ant 
aspect of an equitable distribution of available gas supplies concerns 
the level of service to the regular interruptible custo~ers~ 
especially to the largest of these customers. Within this, class 
there are 1>575 regular interruptible eustomers having, a total 
require:neut of 242.1 i3cf in test year 1972. Some 26 or 27 of the'se 
ccstomers account for 43.3 perceut of this totel requirement and are 
as~igned to a curtailcent p=iority (A-Block) having the most exposure 
to eu..-tailment within this class. Eec~use of a long established 
priee-priori~y relat1onship~ both rates and level of service to the 
A-Block regular interrup:ible customers ~e higher than those fo~ the 
Schedules G-55 .md G-58 customers. The average rate to regu1~ 
intettuptib1e customers at "At' pr.iority at tJpresent rate~n is 

3S.8 cents per Mcf. At 1060 Btu~ thiS rate converts to 37.5- cents 

per ~tu as compared -with the G-58 schedule p:esentrate of 33..455 
cents per lhtu. 

SDG&E contends that a proper extension 0: the parity 
conc:ept advoc.u:te<i by SoCal, 'the uprice-priority" relationship :1.ot­

withstanding~ would be zo include the A-Block priority regula:" 
fnterruptibles with the ~tility electric generation plants in a 
common gas pool i'O. order to develop comparable levels of service. 

The record herein discloses that un!il the Spring 0= 1971 
when they converted to regular interruptible Schedule G-53T~ three 
of SoCal' s four cement plant c'UstOtilCrs were se:""Jed t.."nGer !'ts lowest 
pric:ity of service schedule, Schedule G-56. As to size" the cem~t 
plan'e custom2rs fall in the mid-ra:lge of SoCal ~ s A-Block priority 

Also, the Imper:i.s.l Ir:ig:: ... tio'C. 
Di.stric't, o;'Crating utilit.y electr!.e generation p-larlots, has been 
?rcvieed Sc~ce histo~ieally, ~ pa=t at. least bee~uoe o~ its 
~oc:.::-eie!l, -:mder reg-cl.ar i:o:ter=u?:ib!;e schedules. Moreover, tee 
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very l.sxge regular interruptible customers appe'ar to be experiencing 
substantial growth in their requirements and this' together with' 
their higher priority of service tn relation to Schedule G-55· and 
G-58 customers will tend to widen the spread in their respective 
levels of service. 

Based on our adopted test year 1972 operational results, 
which exclude the p~ source gas, Schedule G-55· and G-SS customers 
and SDG&E's utility electric generation plants will receive a 45.1 
perce~t level of service compared with a 78.7 percent for A-Block 
regular interruptible customers. This difference in levels of 
service is' being mitigated somewhat for the time being by the PG&E 
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 percent. 

In sllr;mnary ~ serious doubt has been cas t in this proceeding. 
upon whether the A-alock regular interruptible customers' share of 
gas supplies is equitable in relation to that of the utility electric 
generation plant customers. In the ci:cumstances, the course that 
<:.ppears ind.icated within the limitations of this record :(s to' make 
some allowance 1"0. rate spread, as we have done in reflecting to some 
extenC tne impact of the cost of alternate fuels in relation to· 
e~~ailment exposure, for the further divergence being experienced 
in the relativ~ levels of service to such customer groups and in 
~ddition to alert applicant and its. A-Block regular interrupti~le 
customers that this is an area of inquiry which will' war:' ant 
exc:r.linatiou in depth in applicant's next ge'C.eral rate proceeding:. 
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Cur~&ilment Priority System 
~or more than 30 years R~ue 23 has been the PLU System 

guide as to the general relationsh!p of service to customer classes 
d:ing a shortage of gas supply. In Rule 23, Section (d)" the 
general basis for curt.ailment of interruptible service is set forth 
as follows: 

, 

"1. Customers served 'l.mder interrup:ible service schcdul~s 
shall be classified in groups based on the average 
price paid by e~ch customer, and curtailment shall 
first be made in the lowest price group. These g~OUP$ 
shall be subdivided for curtailment pu=poses and, to· 
the extent Qractical~ curtailment shall be e~ualized 
among customers in e~ch group by rotating ct:rtailment 
among t'b.e subdivisio:ls of the groC,t>. C\:rtailments 
which. exceed the total volume of gas used by all 
customers in the lowest p:::ice group shall, in the sama 
manner, be effected ~uccessively in the higher price 
gro~ps. Restoration of interruptible service shall be 
made in the S<mle manner, but inversely as to price 
groups.fr 
Further detail resard~ the cietercination of curtai~cnt 

priority has bee~ set out in some of the rate schedules, such .as 
G-54~ but not tn others, s~ch as Schedules G-55, 56 and 58 developed 
later - when it was well known by eligible customers how p=iorities 
were tc be determined and the objective was, to make these sched~lcs 
.and eontra.cts less compleA. Reports of C'Urte:ilment, includir..g the 
number of customers in various priority blocks" the d~tly potential 
for c'Jrtaiment in each block:- and t!.-1e amount of curtailment :tmpOsea 

e.:.ch montll, have been and continue to be filet! with the Commission 
each month pursuant: to General Order No. 58-A. The results of 
catail:c.eut:, therefore, h.:lve been .end ~e available for coc.tinuing 
ColIOC.i~~ion and cus:=omer review. In add,i.tio'll, in :::esponse to the 

stc.ff f s concern in this area, SoCa'!. proposes to modify Rule 23' to' 
set ¢~t mc~e c~early the b~sis £0= dete=mination oi p:iority 
1:>lockings and tbe D:.sthcd for icposition of cu:taili:ne'O.t. !'o.e pro!?vsed' 
~oe:~ieatio~ is contained ~ Exhic~t 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 consistent with the limited 
parity treatment of $DG&E's utility electric generation plants 
adopted here~~ an increase in the A-Block limitation for the 
utility electric generation customers including that type of 
requirement of SDG&E to 21 percent of out-of-s·tate gas, a transfer 
of the G-SS customers to Schedule G-58, and a discontinuance of 
Schedules G-S4~ G-55 and G-56. 

In this connection, the following daily contract quantities 
(DCQ) are to be used for purposes of curtailmeut classification of 
utility electric generation service tn place of those shown in 
Supplement ~ of ~~it 30 • 

. ------------------------------.--------------~.--------------. 
;. ___ .....;::;cus~t::.;:om=e~r _______ ...:..; -.:R::a:.:t;.:;;e~S:;c;;,;h:.:.::e:;d;.:u;.::l~e_:..:_· ....:;D,;,CQ;:s.·· ...:' ti-;.:...,;:c;.;:f_d;,..· _: 

Southern California 
Edison Company G-58 652.2. 

Los Angeles. Department of 
Water and Power G-.58: 293:,~'>" 

City' of Burbank 
Public Service Department C-58 13.5 

City of G1end8.le 
Public Service DeparCllent C-58' 10.0' 

City of Pasaclena. 
'Water & Power Depart:ment G-58 12.5 

*San Diego Cas & Electric 
Company G-61 15·7 .1 

* The DC~ of 157.1 ~cfd is controlling only until the total 
annual deliveries to SDG&E 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-61 concract demand of 
221~OOO Mcf per day. the total annual deliveries is to be 
maintained at that level thereafter to' the extent cons :[.stent 
wlth the G-6l contract and irrespective of the DCQ of 157.1 
}f"cfd. 
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The est.:l.blisruncnt of the above DCQ's is consiS'i:ent with 
tbe:Lr application in arriving at our adopted operation.;.lresults fo,:, 
test year 1972 end provides a fair basis from whicb to determit:e 
benceforth curtailment classification for utility electric' gcneratio!l 
service. In addition> such establishment of DCQ's makes it neither 
necessary no:: cons't:ructive ~ so. long .as there is- minimal. or no, ftS-211 

gas .?:..rai:ability,. to settle the contro·v"ersy which developed during 
the course of the proceeding as to 'Whetber or not the gas require­
ments input for such cu:tailmc.nt classification should be based on 
ao:o.u.al forecasts of such requirerJ.C'D.ts or on tbe most recent annual 
requirements actually eAperienced> pro~lem areas being tnvolved with 
either basis. Commission 3pprov.:U must be sought to, change' these. 
daily contract quantities. 

E .. Proposed G-58 Contract ReviSions, Proposed 
Conversion of Schedule- G-6-1 to Thermo Ra.tes, 
and Contingent Offset Charges 

SoCal estimates that its de-liveries to LADWP and SeE will 
fal! be~ow the periodic and annual quantities included in theG-58 
cO'c.trac~s because of the gas supply shortage and its inability to­

co~tract for and have certificated addition~l increments of gas 
supply. I'I: proposes in ~hibit 2 a revision to thc~e contra.cts 
which will clarify them so that there is no question that the· 
service thereuo.der is interruptible and that the delivery obligations 
in these ~eenents ae subject to and limited by the- curtailment 
priority system. 
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The G-5S contract was designed to· create g:eater mutuality 
of obligetions t~ under Schedule G-54.~1 The Schedule G-Sa service 
was wi~bin the fr~~ork of b~ able to eonzract fo~ gus ~~p?lies to 
deliver the contract quantities, while still performing the necessary 
curtailment as dictated by higher priority operations. The propo'sed 
G-5S contract clarification is appropriate and should be made. 
~mmoditv Rates on !berm Basis for Schedule G-61 

As a result of the proceeding in Phase II of-Application 
No. 50714 (also Application No. 50713) and Decision No,. 76597 
thereon issued December 2~, 1969, the desirability of an appropriate 
conversion of Schedule G-6l to- a therm basis was establis,hed. A 
major reason the conversion has not been made since then is because 
both applicant and SDG&'Z§./ were not before us as- they are now with 
general rate increase application.s~ In this situation, SDG&E r s 
schedules for gas service C3n be converted to a therm basis so as 
to reduce the impact 0'0. SDG&:e that would occur upon a further decline 
in heating value, if the commodity portion of SoCalr~ G-61 rat~ is 
converted at 1060 Btu to a therm basis. 

We have considered and reject in the prese':lt circumstances, 
SDG&E's con1:ention that all rates and cbarges .:nd the contract demand 
quantity in SoCal's Schedule G-61 be converted to a tberm basis. The 
monthly facility charge and the monthly dem.at'.d charge per Mcf of 
CO':ltract denut:ld quatltity are both rela'ted to fixed cost which in 
turn rela~es closer fun.etionally to volumetric capa-:l.ty than. to" 

2.1 As pOinted out earlier, Schedule <;-54 has not been act~ve for 
some ttme and is to be discontinued. The Sch~dule G-58custoQer~ 
wa:lted it as a possible service to retreat to if they terminated 
their contracts under the conditions provided in G-5S-. -It is 
no longer a workable, viable schedule. 

6/ A1,)J;.licatio'C; No. 52801 for a general i'!lcrease in rates for' gas 
:;e:tVice. 
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he~ting value. SoCal's other wholesale schedule (G-60) andPaeific 
Gas and Electric Company's schedules for resale gas service limit, 
and appropriately so, the therm basis to the commodity rates in those 
schedules. It is not unreasonable that wholes,ale cus,tomers bear some 
exposure to the risks 3nd resultant impact: of declining heating 
values. 

The rates prescribed for Schedule G-6l in Appendix l), to· 
this decision are designed to yield total annual revenues of 
$39,243,.000 based on the test yeer but exclusive of tracking increases 
af:er April 9, 1971, and the commodity rate of 34.716 cents per ~Btu 
therein, to which such tracking increases are to' be added, has been 
set at the Stm1e level as the rate in Schedule G-58:. 
Contingent Offset Cb.arges 

SoCal's rates for gas service include offset charges 
related to incre3Ses and decreases in cost of gas from El Paso 
Natural Gas Company and PLS Co (including California gas) as a result 
of F .P.C. Dockees Nos .. RP69-6·, RP69-20, RP70-11 and RP71-13 of 
El Paso and RP69-27,. RP70-19 and RP71-1 of l'rm:,swestern Pipeline 
Company. Such offset charges are collected subject to refund and 

reduction depending upon the level of just and reasonaD1e rates the 
Federal Pow&, Commission ultimately determines in these dockets. 

We have in several instances in this decision referred to 
tariff changes proposed by SOCel in response to Decision No .. 77010 
dated March 31, 1970 in Application No. 5165-7,. which author:L7~d ~he' 
merger of SoCal and So Counties. Ordering Paragraph 9 in that 

decision states: 
119. Within one year after the effective date of 1;he 

D:erger herein authorized, Sout:aern California 
Gas Company shall file a plan for rate consoli­
d~tion whereby the rate schedules of the surviving 
cOr?O~ation will be consolid~ted to provide 
~niform rates for like service within appropri~te 
heeting valUP.. di.striets end zoned rate .areas. rt 

... 67-



A. 52695 - sjg I af 'ir 

Because of differences· in contingent offset charges in 
:~tes applicable to pre-merger territories, SoCal proposed originally, 
as shown in Exhibits 8 and 12, parallel but separate rates applicable 
to the pre-merger territories. . In a later exhibit~ EKh:i.bit 29, an 
appropriate consolidation of offset charges was developed by weighting 
the respective offset charges for each docket audelsss ofservi::e by. 

. , 

the volumes upon which the offset charges were initially established. •.. 
No oppositiou was expressed to consolidation of offse~ 

charges. Their a.doption for application prospectively,. not 
retroactively, 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. Consolidated contingent 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· 
Syst~t c -?~="'ting expens.ec. For this re:::con, cb.a:l.ges i':l. pu=ch3.s~~ 

g."lS costs CD.'O. have a very substanticl. effect upon e.:::rnings. Unless 
SoCal is allowed to offset purchased gas cost increases as they occur 
it m~y suffer an irretrievable reduction in earnings. 

S;.nce 1969, SoCal and PI.5- Co have e..~perienced fluctuating 

chznges in purchased gas costs due to changes in rates filed by their 
out-of-s~ate gas suppliers. These cbanges have resulted both iu 
basic rate increases by these suppliers and from so-called "track:!:ng" 
increases. A trtra.cking" increase is o'C.e pU'C into effect by the 011.t­

of-$tar.e su?p!icr only to reflect an increase in the price it is 
required to pay for gas. j3.z.sic rate incre'ases cover all other 

increa~s in pipeli:e supplier rates. '!!le price of gas purchased 
from out-of-state s...:pplie:s is entirely subject to the jurisdi¢tion 
of the Fe(k::-al Power CommiSSion. 

-68-



A. 52696 - sjg 

~l is now required to respond. to basic gas cost incre.:lSes 
oy filing formal applications with this: Commi.ssion for authority'to 
offset such increases in its costs. One of the reasons for .this is· 
that before such basic gas cost increases can be put into effect by 
the out-of-state gas ~J.p?lier a suspension period of up· to six months 
is normally invoked. With respect to supplier tracktng 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 ~dvice Letter Procedure. 
Th.is procedure was first established by Decision No. 76068 dated 
August 26, 1969 in Application No. 51055. 

As a pertinent recent development, Orders Nos. 452 and 
452-A issued April 14, 1972 and June 13, 1972, respectively, by 
,the Federal Power Coroxnission in Docket No. R;-406· establish a proce-

//dure for establishing a purchased gas cost adjustment provision in 
Natur~ Ges Pipeline Compa~ies' FPC Gas Tariffs. to flow-through 
changes in tbei= cost of purchased gas.. In Order No. 452-A, it is. 
stated th~t liThe PGA clause is intended to be a complete replacement 
for the concept of purchased gas cost tracking authority heretofore­
utilized." Order No. 452) establishes) among. others) a 4S-day 
notice re~uirement of any FGA rate changes and a requirement :hat 
rate changes not be filed more frequently than semi-ar~ually to· 
reflect the current cost of producer purchases. 

Under its proposal in this proc~eding SoCal would- include 
a purchased gas adjustment provision in its tariff schedules or> in . 
the alternative, adjust its rates pursuant to ~n enlarged Advice 
Let~er Proeedure to offset any change fn the cost of purc~sed gas 
attributable 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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Including basic rate increases of out-of-state' suppliers thus fall 
wi~hin the scope of either ehe proposed purchased gas a.djustment 
provision or the proposed enlarged Advice Letter Procedure alternaeive 
Many of the parties to the proceeding~ including. the Commission 
staff, consider the existing tracking and offset procedures afford 
ample protection for applicant with regard to increases in the cost 
of gas purchased f=om suppliers regulated by the Federal Power 
Commission .. 

SDG&E, however ~ supports a purchased gas adJustment 
provision or ~ enlarged Advice Letter Procedure for SoCal but would 
modify the proposed uniform cents-per-unit rate spread ap~licable 
to such adjustments because it reflects unaceounted for gas, franchise 
taxes~ and uncollectibles on a system average basis. Such treatment 
of ehese comparatively minor items is neither unreasonable nor 
improper in fix~ rates. 

The staff supports spreading henceforth the ch:mges in 
gas cost on 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 intc~pt1ble customers from the aver.age cost of basic gas 
supplies. 

After careful consideration, i~ is Ot~ view the existing 
Advice Letter 'Procedure1/ should be retained with two, im.portant 
changes, however. The spread of tracking-type incraB.ses to customer 

71 
- Decision Nos. 80l82~ 79515, 78469 and 77101 in Application N~. 

51567 and Decision No. 77100 in Application No. 51568. 
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classes should be changed for such future increases as occur to a 
uniform cents,. per ... them or t:hermal unit bas is and be deter:xd.ned 
consistent with test year 1972 gas purchase and sales volumes 
adopted heretn. The cost of gas changes and re~uired revenue offset 
result~ from O.l cents per Mcf change in El Paso rates and iu 
Trc:nsweste=n rates~ respectively~ have been developed based on the 
adopt:ed total gas purchases of l~OOO~805 ~cf and total sales· of 
979~0S6 ~cf for test year 1972 and are set forth i~ Appendix C 
of this decision. bs the other change~ SoCal's authority to adjust 
its rates pursuant to that procedure should be extended to and 

including December 31, 1973 and expanded to· encompass both the 
existing tr&ckiug authori~y obtained by El Paso and Transwestern 
from the Federal Power Commission as well as future increases· of 
this type whic~ may result from purchased gas adjustment clauses 
of those companies if such clauses evolve pursuant to that 
Commission r s orde=s (DOC!<2t No. R-406) supra). 

Before p::'oceeding to our findings QIld conclusions and the 

oreer herein) we s~ould peint out that it is not practicable in a 
proceeding as extensive as 'Chis one to rule individually on all t:he 
various points brought before us for conSideration. Our objective 
has been to discuss and rule on those matters which seemed of major 
importance in deciding the validity of ap?licant' s requests .• 
Rowevc=~ broad consideration has been given to all matters though 
each may not be speeif~eally trea~e~ herei~. 
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Findings 
1. In this application SoCal' s request for a general increase 

in :rates ~in the amount of $64.2 million above the rates in effect 
.April 9~ 1971. 

2. Prior to this proceeding the operations of PLU System were 
las~ e."'Chaustive1y analyzed by the Commission 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 rea.sonable and a.ppropriate to serve as 
the test year in this proceeding. 

4. l'he a.doptecl estimates in 'rabIes land. 2 of the foregoing 
opinion~ as discussed in that opinion~ of operating revenues~ 
operating expenses and rate bases of SoCal and PLS Co for the test 
yea. 1972 are appropriate to determine SoCa1 f s gross· revenue 
deficiency under present rates and should be used for that purpose. 

S. $oeal' s earnings under "Present Rates" from its operations 
doring 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 ret'UrO. of 8.0 percent for the PLU System is 
reasonable. A corresponding return on common equity under the 
adjusted capital structure adopted would be 11.65 percent. 

7. A fixed rate of return for PL.s Co for application. in its 
eost-o~-service tariff of 8.0 percent on its rate base of $174,201»OCO 
is reasonable e-

8. SoCal is in need of additional revenues b~t the' increases 
it :equests would be excessive. 

9. So~l is entitled to increases of $lO,559~OOO in net 
annual revenues to raise its test year rate of return from the 
present 6.59 percent to the 8.0 pe=cent hereinabove found to- be 
re<lsonable. 
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10. An increase of $23,~232,.OOO in annual. gross;,~rev~nues based 
, ' 

upon the test year 1972 is justified. Accordingly, applicant should 

be authorized to increase its existing gas rate levels to· the extent 
indicated in Appendix :s hereto so as to yield additional annual 
gross revenues in the amount of $23,232,000 based upon the test yellr. 

11. the au1:horized 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 fueure inflationaxy expectations; 

b. The increase is the minimum required to assure 
continued, adequate and safe service and to, 
provide for necessary expansion to meet future 
r~u1rements; 

c. 'the iucrease will achieve the minimum. rate of 
return needed to attract capital at reasonable 
cost and not to impair the credit of the PLU 
System.; 

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

e. !he increase takes into account expected and 
obtainable productivity gains. 

12. All classes of service should bear .9 portion of the 
required revenue increase of $23,232,000. 

13. The rates authorized by this Cotmnission as set forth in 
Appendix B he'reto 'reflect a fair and reasonable apportioomcnt of the 
.uthorized inc'rease in &'rOSS revenues of $23,232,000 to- the' various 
cla.sses of service. 

l4. As part of SoCal' IS proposed purchased ga's adjustment pro­
vision or proposed enlarged Advice Letter Procedure alternate, it 
proposes to adjust rates for all classes of service on a uniform 
ceuts-per-unit basis to 5pre.ad the changes in gas costs which oCC'"..:tr. 

The concept of spreading henceforth the c.banges in gas cost: on a 
uniform. cents-per-therm or thermal unit basis is reaso:lab1e. 

15. The exist-ing tracldng and offset proeedu=.es~ as discussed 
in the foregoing opin:Lo'O., affo:d protec~ion for the PLU System witl" .. 
'rega:d to ~creases in the cost of gas purcha'scd froQsuppliers reg­
ulated "by the Federal Power Commission. 
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16. Modification of the existing Advice l.etter Procedure, as 

des.:ribed in the foregoing opinion, is reasonable. Neither an 

cnla:geme~t o~ this proeedu:-e to the extent proposed by ap?licant 
nor a purchased gas adjustment clause appears necessary at this 
tiIte. 

17. The costs of the joint venture drilling project and the 
expe~ded gas development activities are being shared 3S described 
i::1 the foregoing opinion, and it is reasOnable tbzt: an, apportio:.­
ment beeween SoCal, including its affiliates, and SoCal' $ ratepayers 
of the economic benefits in the form of net revenues or'refl.."nds, if 

any mate~lize from these projects, be made consistent with their 
relative participation in such costs,. 

18. Consolidation of rate schedulec sud contingent offset 

charges, discontinuance of certain rate schedules and closure of 
others to new customers, and o~her tariff modifications, 3$ dis­
cussed in the foregoing opinion and prescribed inAppend~~~here­
to, is reasonable. 

19. Conversion of the commodity rate in Schedule G-61 to a 
therm basis is proper, fair and reasonable. 

20. It is SoCalrs position in part that gas deliveries to 

SDG&E could be brought to parity of service in 1972 with the present 

G-53 customers without modification of the G ... 61 agreement subject to 
CoD::l:l.issio:l. concurrence. Our action :c:ken herein p:ovides suc:'). con­

currence through Appendix B hereto which sets the level of service 
to SDG5E's utility electric generation 91ants to, approximcte the 
levels of service of SCE and LNJVf?'until such time as a higher level 
of se::vice wocld rcsule under the G-61 agree:ne:l.t:, as diccussed in· 

the fo~egoing. opinion. In view of this action 1 it is no: necessary 
to modify the G-61 agreement. 

21. The modifications to the G-53 contracts ~roposcd by SoCa1 1 

~s se: fo~~ in Exhibit 2~ to clarify thaze contracts ~=e reasonflble~ 
22. It is reasor~ble to m.~ke sc:vice avail~ble ~e the' cities' 

of S1;".cban..~:. Glendale anc. ?asadena unde= Schedu~e G-SS purs~:l.t to 
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a G-58 type contract with ~eir contract quantities restored to the 
pre-short-terming levels. 

Based upon consideration of the reeord and foregoing find'­

inss the Commission concludes as follows: 
1. The application herein should be granted to the ~~tent set 

forth in the preceding findings and in the following order and in 
all other respects should be denied. 

2. the increases in rates and charges authorized herein are 
justified. 

3. The rate:; and charges authorized herein are just and 
reasonable sud present rates and charges,) insofar as they differ 
therefrom, are for the future unjust and unreasonable. 

4. SoCal and its affiliates should continue to keep the 
Commis$ion1s staff fully informed of the status of on-going gas 
development projects and proposed new ventures under their gQ.s 
exploration and development program by periodic special reports and 
conferences. 

S. All motio:tS consist:ent with these findings. and conclusions 
should be gra'C.ted and those inconsistent therewith should be denied. 

6.. '!'he modifications to the G-52 contracts proposed. by So<;:al, 
as zet forth in Exhibit 2, to clarify these contracts should be 
made. 

ORDER - - -'--
It IS ORDEREDtbat: 

1. Southern California Gas Company is authorized to file 'with 
this Cemmissi¢n, on or after the effective date 0'£ this order,. , 
revised tariff schedules with changes in ratas) charge$..7 anG. condi­

tions as set forth in Appenciix :s attached hereto. Such filing sn..'lll 
ccmply with Gener~l Order No. S6-A. The effective d~.ce' of· the 
re\"'ised rate schedules sru:.J.l be' four days a:i:ter the date of . f:1~ling. 
Z'o.e revised rate $chedules shall apply only to" ~erolice rendered OAl 

~nd aiter the effective date the=eof. 
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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, 78469 and 77101 in Application No.. 51567 and Decision 
No. 7nOO in Application No. 5156&, is further modified to require 
henceforth a uniform cents-per-therm or thermal unit rate spread as 
prescribed in Appendix C hereto. In addition, appli.cant t S authority 
to adjust its rates pursuant to this procedure 1s extended to and 
iucludiDg December 31, 1~73 and expanded to encompass both the 
existing "traeld.ngu authori.ty obtained by El Paso and Transwestern 
from the Federal Power Coma'; $Sion as well as future increases of 
this type which may result from purchased gas adjustment clauses of 
those companies. 

3. Scbedule G-53 con.tracts shall be modified in accordance 
with Exhibit 2 in this proceeding. 

4. All motions consistent with the findings and conclu,s1ons 
set forth above in this decision ue granted and, those inconsistent 
therewith are denied. 

'rhe effective date of this order shall be twenty days 

after the date hereof. . tl:' 
Dated at San Franciseo • Cal1foraia, this ,<1 'day 

of n! !~~ :~";" • 1972. 

--:r; o...b ~ to-\· "'" : 
c::::-........... S .... 1'l ... C>~~..g~o.::~St.~ ...... __ ."..-.e-ommi.ssjoncr 

COiiiDissioners 
, ,h 
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APPENDIX .4 
Page 1 of 2 

List of Appearances 

Rufus w. McKinney~ Frederick A. Peasley, 
K. R. zasall. and Jack D. Janofsky. 
Attorneys at Law, for applicant. 

Sherman Chickering, C. Hayden .P.mes,. and 
Donald J. Richardson, Jr., by Donald 
.J. Richardson~ Jr., Attorney at t:aw; 
z:oraon Pearce and Fred I. Fox, Attorneys 
at taw. for San Diego Gas & Electric 
Company, protes~ant. 

Roger Arnebergh. City Attorney, by Charles 
E. Mattson. Deputy City Attorney, for 
ti~y of Los Angeles; Rollin E. Woodbury, 
Harrz W. Sturges .. Jr.) Wl.lliam E. Marx, 
wl.rll.am Seaman, James Trecarten, Dennis 
Mon~e and Rooert J. Cahall, Attorneys 
at aw,. ana c. L. Hunte:, for Southern 
California Edl.son Com?any; William L. 
Knecht and R. O. Hubbard,. Attorneys at 
Law, for California Farm Bureau 
Federation; L. L. Beridinger, General 
Manager. by Edward C. Wright, Leonard 
Putnam, City Attorney, by Harold A. 
Lin~le. Deputy City Attorney, for City 
of ong Beach Gas Department; Louis 
Possner, for the City of Long Beach; 
RO~ A. Wehe, for the City of Long Beach 
an rmper~i1 Irrigation District; Robert 
W. Russell and Manuel Kroman, for Depart­
ment of public Util~tl.es & Transportation~ 
City of Los Angeles; Arthur T. Devine, 
Deputy City Attorney, and John O. Russell, 
City of los Angeles Department of Water & Power; 
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APPENDIX A 
p.;,.ge 2 of 2 

List of Apeearauces 

Thom~s G. Burns, Sr. and Edward Hall, for 
Utility workers union of America .AFL-CIO, 
Local 132; Alex Googooian, City Attorney, 
for City of Bellflower; Robert F. Smith, 
Walter C. Leist, and P. M. Ahlstrand, for 
Union Carbide, Linde Division; Renn c. 
Fowler and Maurice J. Street~ Attorneys at 
Law, for Office of General Counsel, General 
Services Administration, Washington, D.C.; 
HU~h M. Flanegan, Attorney at Law, for 
Ca 1fornia Portland Cement Company; Al~n 
Watts, Attorney at Law, for City of Anaheim; 
o 'Melveny & Myers by Patrick A. Randolph and 
Donn B. Miller, for Cities ot Burbank, 
Glendale and Pasadena; Kenton L. Parker~ for 
City of Glendale, Public Service Department; 
Lynn McArthur, for City of Burbank, Public 
Service Department; Brobeck, Phleger & 
Harrison, by Gordon E. Davis, Attorney at 
Law, for Cali!ornia ManUfacturers Association; 
Curtis M. Fitzpatrick, Chief Deputy City 
Attorney, for city of San Diego; J. A. Witt, 
City Attorney, by 'William H. Kronberger, Jr., 
Attorn'ey at Law, for City of san Diego; 
Wendell R. Thompson, City Attorney, for Depart­
ment of Water & Power, City of Pasadena, 
interested parties. 

Elinore C. Morgan and Leonard L. Snaider, Attorneys 
at Law, and Melvin Mezek, for the Commission 
staff. 
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APPENDIX R 
Page 1 of 12 

RA'I'ES - SOO'llIERN CALIFORNIA GAS COMPANY 

l'ERRltoRY - Within former Southern California Gas crrrony 
and Southern Counties cas company of CiOriiia 
SerVice areas. 

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

RA'l:ES A'Ol'HORIZED EXCLUDING TRACKING
l 

INCREASES 
SUBSEQUENT TO APRIL 9, 1971 . 

T.ARm' SHEET REVISIONS EXCLUDING DEFINITIVE RAl'E LEVELS, 
EXHIRIT 12, are adot>ted 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 purposes of clarification. 

Change the title of Schedules Nos. G-l through G-$ to, "GENERAL 
NA'l"CRAL GAS SER.VICE"» which is the title used under the existing 
Schedules Nos. G-ll through G-17 • . 
GENERAL NATllRAL GAS SERVICE 

Rezoning, rate area changes, and consolidation of schedules 
from 15 rate ZOlles to 5 rate' zone's are shown under "'l'ERRITORY·'. 
Delete Schedules Nos. G-6, G-3, G-9', and G-ll through G=17. 

The blocking of areas formerly served by Southern Counties Gas 
Company (under SChedules Nos.. G-ll through G-17) are modified and 
extended to conform to the' blocking within the areas formerly served 
by Southern' California Gas Company (Schedules Nos. G-l through G-6, 
G-8 and G-9).. ' 

APPLICABILITY 

Delete specific references to Rule No-. 30. in Schedules Nos. G-l 
through G-S.' 

1 App"'1icant is authorized to ada authorized 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 l~ 1972 is tabulated on page 12 of this 
appendix. 
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APPENDIX :s ~ 
Page 2 of 12 

GENERAL NATURAL GAS SERVICE--COutd. 

TERRITORY 

the rate areas by rate zone proposed in Exhibit 8 t Table 20N . 
and partially described in Exhibit 12 are adopted with the following 
modifications: . 

1. Proposed Schedules Nos. G-11 through G-14 are 
changed to G-l through C-4. 

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

:bte Area: 
: Number : Designation 

: Rate SChedule : 
. : Pi'esent : Authorized : 

Palos Verdes G-3 G-3' 6 
8 

25 
309 
401 

transmission Pipeltnes-CSstaie North 
Santa Barbara County (West) 
New Cuyama 

G-4 G-4 . 
G-15 G-4 

Earlimart 
G-S G-4 
G-4 G-4 

RAtES 

Commodity Charge: 

Regular Usage: 

~t 2 thermal ~t3,,. per unit $2 • .95* . $; .. 01* $3~66* $ 3:16* $·4 .. 06* 
Next. 2S thc:rmaJ. tm1ts,. per unit~.610i 8 .. ~2t 9:367i 10.Wt ll .. 7551 
Next 970 ther.mal units, per unit 7 .. 653· . 8.05; 8 .. ~9 8.966 ~ .. ~ 
Next 21 000 thermal \l%lits, per unit 7.4'J..4 7.414 7.4'J..4. 7.4l4 7 .. 4JA 
Next 17,t000 thermal \U'lits, per unit 6.96; 6.965 6 .. 965 6: .. 965- 6.965-
Over 20,000 thermal units, per unit 6.594 6.594 6.594 6.594 6.594 

* Same text:. relating to spa.ee 
heating ~Cl'$: 

Mlln:Unam Charge: 

All CIl5t.omen. except 
"space heating. only" 

Space heating only ~tomers: 
November through April 
May through. October 

$2.95 $3.01 $3.06· .$:3.lS $4.06 
, ' 

5.90 6.02 ·6 .. 12 6.36· S.l2' 
None Nono None . None None 
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CENERAL NA1'URA.t CAS SERVICE-Contdo. 

SPECIAl. CONDITIONS 

1. Del~ £rom, Schedules Nos. O-l through G-5 Special Condition No. 1 
relating to min1mum. eha.rges in a.partments and multiple dwellings whiQb.· 1:1 con­
tained. in e:xist1ng Schedules G-l througll G-6 ~ c-e and 0-9. 

2. .fontingent Offset. Charges Related to FPC Dockets 

a.. Refunds or contingent oftsets tor all classes of" serv:ice 
shall ~ calculAted separa.tely tor· the periods prior to 
and ~ubsequent to the consolidation a.uthorized by this 
dee:tsion~ as or the ef'feet.ive date of' thi$ ord.er~ ~ed 
u.pon 'the ot!~et c:ha.rgos in e!fect during these periods. 
The identification or- customers formerly' served 'Under 
Southern Co'UXlties Ga.s Company of' Cal1tornia. shall be re­
tained in order that the 3mOWlts re!\mded. retlect the 
contingent offset charges in effect. during the pre con­
solid.ation period... Sect.ion E.4.c. and. Section E.4.d.. or 
the PR&.IMINARY S'rAmmrt ,hall be incorporated in the 
tarifts follOwing the !ormat shown on pages :3 to 5 o! 
.Exhibit 29 to show the appropriate contingent o!fset 
charges and to provide the baais tor refunds of" contingent 
ort~ets. Section E.4.c. shall contain o!fset. Charges 
updated. to the efrective date of' thisorcier prepared in 
the 38m~ manner as page 3 of' Exhibit 29 to proVid~ a basis.­
or making retuncl.:l tor service up to· the effective <ia.te or­
this oNer .. 

Section E.4.c .. shall also conta.1n the rollowing 1nto:rma.­
tion: 

Weighted. average contingent ottset charges upd.a.ted to the 
erfeetive date of' this order~ tor .the ra.te ~ehedules con­
tained in this ~ppcndlXt prepared in the same manner as 
page 4. or Exhibit 29 to provide a. ba31s :tor ma.king. re!\mds 
tor ~ervieet after the e:t:tective date of' this order, ba5ed 
upon preV1O\1,S~ a.uthorized offset increases. Contingent 
ot!oet eharge~ ~hall be listed in the PBEI..Jl.UN.ARY STATEMENT· 
and not in arr::r ra.te schodule. 

b. Future contingent ottset charges a.uthorized by this Com­
'mission related to FPC Dockets and/or purchased gas. adjust­
ment clauses", it' any-~ or El Paso Na.tural Cas. Compar.;r Ill'ld 
Tran"western Pipeline COzn.P.MY shall be mUtorm for' all 
schedule~ t expre"ed. M t/ro; 1/Th.ortA, or t/!(43tu or the 
~vsJ.ent thereof' tor wholesale eu"tomers. Any- future 
inereas.e aut.hor1zed. will be shown in Section E .. 4..c. or 
the PREt.IMIN.A.RI' STATEMENT. No tu.ture commodity charge 
Will be expre~sed as IIMer. 
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GENERAL NATURAL GAS SERVlCE--Contd. 

Change the title of Schedule No., G-10 to "OPTIONAL RESIDENTIAL 
GENERAL NAn1RAL GAS SERVICEu

• The rate design has' been modified to 
provide a uniform break-even point in monthly charges at 30 thermal 
units as between eaeh G-10 rate and the GENERAL NATURAL GAS SERVICE 
schedule applicable in that rate area. 

OPTIONAL RESIDENTIAL GENERAL NATURAL GAS SER.VICE 

TERRITORY 

'Within the rate areas where SehedulesG-l throughG-4apply. 

RATES 

Commodity Charge: 

In rate .a.:reas ~ere Sched1Jle G-l appJies. 
In rate a.rea.s where Schedule G-2 applies. 
In rate a.reM 'toIhere Scbedule C-3 applie~ 
In rate areM 'Where Schedule G-4 applie3 

: Per Meter Per Month :; 
:F1r~t2 l'hermal:Over 2'Thermal.:: 
:' Units· or tess :Unit~ Per- Unit: 

$l .. 95 J.2.l79¢' 
2 .. 0l 12.l.29' 
2.06 ' J.2'.929' 
2 .. lS JJ..82l 

MULTI-FAMILY AND MILITARY NATURAl., GAS SERVICE 

APPLICABn.ITY , " 

Schedule closed to new customers as of the" effective 'date of " 
the order herein. 

RATES 

Commodity Charge: 
Regular Usage: 

First 20,000 thermal units;, per unit 
Over 20~OOO thermal units, per unit 

:Per Meter Per Routh:' 
: , . G-ZO,· : 

7.;0791 
6 .. 565,' 

STREET AND OUTDOOR LIGHTING NATURAL CAS SERVICE 

Schedule G-30 is applieable systemwide. Withdraw Schedule G-31., 
Add. blocking to cover 1ll11lPs of larger input rating .. 

TERRITORY 

Applicable throughout the system. 
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STREET AND OUTDOOR LIGSTING NATURAL CAS SERVlCE--Contd. 

RATES 

Rate ri){1t - .. Lighting Service only 
Hourly lamp rat~~: 

1.99 cUbic feet per hour or less 
2.00 - 2.49 cu.ft. per hour 
2.50 - 2.99 cu. ft. per hoar 
3.00 - 3.99 cu.ft. per hour 
4 .. 00 - 4.99 cu.£t. per hour 
5.00 - 7.49 eu.ft. per hour 
7.50 -10.00 cu.ft. per hour 
For each en.ft. per hour of total rated 
capacity in excess of 10 cu.ft. per hour 

FIRM INDUSTRIAL NATURAL GAS SERVICE 

APPLICABILITY 

:Per tama Per Month: 
: . -30 : 

$1.10 
1.3-7 
1.60 
1.8S 
2.10 
2 ... 40 
2.80 

Schedule closed to new customers as of the effective date of 
the order herein. 

RA'l'ES 

Commodity Charge: 
Regular Usage: 

First 1,000 thermal units, per unit 
Next 2,000 thermal units, per unit 
Next 17,000 thermal units~ per unit 
Over 20,000 thermal units, per unit 

SPECIAL RATES FOR AIR CONDITIONING USAGE 
§CHm5ULES G-l THROUGH G-S, G-ZO AND G-40 

Air Conditioning Usage: 
First 100 thermal units, per unit 
Next 150 thermal units, per unit 
Next 250 thermal units, per unit 
Next 1,500 tbermal units, per un1.t 
Next 8,000 thermal units, per unit 
Over 10,000 thermal units, per unit 

:Per Meter Per Month: 
: d=4o· . :. 

7.796t 
7.006 
6.548: 
6 .. 112 

:Per Meter Per Month: 
:May Through October: 

6.348¢ 
5-.585-
S.122 
4.741 
4 .. 390 
4.287 
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GAS ENGINE NATURAL GAS SERVICE 

Combine areas now sexved under Schedules Nos. G-4S and G-46,. 
Delete Schedule No. G-46. New blocldng differs from that, of old 
Schedules Nos. G-45 and G-46. , 

TERRITORY 

A~p'li.eable throughout the system, except with1D. Bate AreasJ.2S 
and 359. 

JtA'XES 

Commodity Charge: 

First 2.000 thermal units, per unit 
Next 8>000 thermal units, per unit 
Over 10,000 thermal units" per unit 

SPECIAL CONDlnON 

:Per Meter Per MOnth: 
: 0:45 e : 

6. 336t 
5,.564 
S~2.04 

Revise per page 29 of Exhibit 12 changing'language on contracts 
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 bU1ing under certain conditions and as related to priority of 
servi.ce. 

INTERRUPTIBLE NATURAL GAS SERVICE 

Delete Schedules Nos. G-51, G-53, C-53V, C-54, G-S4A,G-S,5.. 
G-55A, G-56 and G-S8A. No customers are presently served under 
Schedules Nos. G-54, G-54A. G-SSA, or G-S6. SChedule No-.. a-SOT' is 
closed to new customers. Schedules Nos G-51 and G-53 are consoli­
dated with Scbedule No. G-50.. Schedule No .. G-53V is consolidated 
with Schedule No. G-53T. Schedules Nos. G-55, G-5SA and G-58A are 
consolidated with Schedule No. G-58. 

These rate schedule consolidations involve the previously dis­
cussed consolidation of contingent offset charges and consolidation 
of territories. 

CURTAILMENT OF INTERRDPTIBLE 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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CURTAII.MENT OF INTERRUPTIBLE SERVICE! RULE 23--Contd. 

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

:.----------------------------------------:~~aa~te~~:~---_--2·---: 
: ____________ ~C~U$_t~ome~_r~ ________________ ~:~SC~·~h;ed~u=l~e~:~D~CQ~~ __ c~f~d~: 

Southern california Edison Company G-sa 652.22 
Los Am$:eles Depart:m.eut of Water and Fower G-58 293.5 
Ci.ty of Suxbatik Public Service Department C-SS 13.5 
City of Glendale Public Service Department G-5S 10.0 
City of Pasadena 'V7ater and Power Department G-58 l2.S 

*San Diego Gas & Electric Company G-61 157.1 

* !be DCQ of 157.1 ,; cfd is controlling only until the total 
annual deliveries to SDG&E is expected to decline to the 
product of 365 or 366 days in the 12-month pcr:Loc1 commenCing 
November 1 of each year times the G-61 contract demand of 
221,000 Mcf per day. '!he total annual deliveries is to be 
ma1n.tained at that level thereafter to· the extent consistent 
~th the G-6l contract and irrespeetive of the DCQ of 157.1 
M cfd. . 

Rule 23 Shall be modified to reflect the eurtailment elassifi­
cation for regular interruptible 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-5OT and G-53T: Customers served under this sched­
ule shall not obtain service under another interruptible schedule 
with a higher curtailment priority when such change in schedule is 
primarily to obtain a higher level of service. 

SCHEDULE NO. C-50 

APPLICABILITY 

ElimiOBte exception of Rate Areas· 120' and 122 from exclusion 
relat1Ilg to utUity steam-electric generating station service .. 

tt::.m.ITORY 

Applicable throughout the system. except with:£.n Rate Areas 125 
and 359. 
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RATES 

COmmodity Charge: 

Regular U~ge: 

A.""PENDIX B 
Page '8 of 12 

SCHEDULE NO. G-50--Contd. 

::first 2,000 thermal units, per unit 
Next 8,000 thermal units, per unit 
Next 20,000 thermal units, per unit 
Next 30,000 thermal units, per unit 
Next 40,000 thermal units, per unit 
Next 100,000 thermal units, per unit 
Over 200,000 thermal units, per unit 

Special Rate for Air Conditioning Usage 
May through October 

First 2,000 thermal units, per unit 
Next 8,vOO thermal units, pcr unit 
Ov'er 10,000 thermal units, per unit 

SPECIAL CONDItIONS 

:Per Meter Per Month: 
:-___ 4-~JL, __ - ... ,-_: " 

S.919~ 
5-.482 
5.290 
5.106-
4.924 
4.781 
4.669 

4.699~ 
4.298 
4.200 

Delete Special Condition No. 5 of present Schedule No .. G-Sl 
(consolidated with Sehedule No. C-50) regarding .aggregation of gas 
deliveries to various premises of a customer. 

SCHEDULE NO. G-50T 

APP'LlCABUITY 

Schedule closed to new customers as of the effective date of 
ehe order herein. Eliminate exception of Rate krea 122 from exclu­
sion relating to utili.ty steam-electric generating station service. 

SCHEDULE NO. G-50'r 

RATES 

Co:mnodity Charge: 
Regular U~ge: 

First 440,000 thcrms, per therm 
~:ext 0$0, oeo therms, per therm 
Over 1,100,000 therms, per therm 

;' ~',:' .' ',~. ":, .. 
, .• .., w..~ •. 

:Per Meter Per Month: 
: G-SOT :. 

4. 667t/. 
4.535-
4.371 
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,mrERR'CPTIBLE NATURAL GAS SERVICE--Contd. 

SCHEDULE NO. G-53T 

TERRITORY 

Add Rate Areas 12 through 28. 

RA'IES 

Commodity Charge: 
Regular Usage: 

:Per Meter Per MOnth: 
: G-53T : 

First 440~OOO therms, per therm 
Next 660 ~ 000 therms, per therm 
Over 1,100,000 therms-, per therm 

SpeCial Rate for A:ir Conditioning Usage, 
May through October: 

Applicable to Scbedules Nos. G-SOT* and G-53T*: 
First 11 ~ 000 therms, per therm. 
Next 11,000 the:rms, per therm 

* AS.:r Conditioning, tonnage allowance 
reduced from 55 to 53 therms per ton. 

SPECIAL CONDITIONS 

4.2SU 
3.983 
3.840 

3 .. 973¢ 
3.827 

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

SCHEDULE NO. G-58 

NATURAL GAS FUEL FOR UTILITY ELEC'lltIC GENERATION 

TERRI'XORY 

Combine areas li~ted on pages 5S and 59 of Exhibit 12. 

The rate for all gas supplied under this schedule is 34.716~ 
per million Btu .. 
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WROISSAI.E NATURAL GAS SERVICE 

SCBEDULENO. G-60 

R.evise to refleet changes filed with Advice Letter No. 837 and 
further modified below. 

RAl'ES 

Monthly Demand Charge: 

Per Mcf of DaUy Contraet Demand at 65.000 Mc£ per day $3;.Osa 

Comnodi~ Charge per thertn: 
U? to Z.SOo!~f ou any aay •.••..•......•..•.......• 

For usage between 42,500 and 65,000 on any day: 
Up to accumulated usage of 
915,000 Mcf during contract year •••••••••••••••••••• 
In excess of 915,000 Mcf during contract year ••••••• 

Minimum Annual Charge for Additional Peaking Demand 
* Ineludes up to 20,500 Mef of gas taken duriug 

winter period calculated at the rate of $7.195 
per Mef or up to 61,500 Mc£ calculated at the 
rate of $2.398 per Mef if taken during nonwinter 
period, without extra charge. Payment of the 
minimum annual charge for additional peaking 
demand shall be made at the rate of $41,500 per 
month with the December, January) February bill­
ings and at $23.000 with the March 'billing. 

3.2484¢ 

4.5691~ 

6. 7601i 
$l47,SOO* 
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'W"ROLESALE NATURAL GAS SERvtCE--Contd. 

SCHEDULE NO. G-61 

Revise to reflect changes. filed with Advice Letter No. 833 and 
further modified below.· . 

RA'XES 

Monthly Facility Charge 

Monthly Demand Charge: 
Per Mcf of Contract Daily Maximum. Demand at 
221>000 Mef per day ••••.•••••••••••••••••••• 

Cortmodity Charge;, per million Btu .................... .. 
Additional p~ Demand Gas: 

Annual Charge for 19;,000 Mcf on 
any day during wtnter ........................ . 
Commodity Charge per mil110n Btu 
up to a maxirmJm of 565,000 Mcf for winter ... 

$ 97~:500 

$- 2~.304 37 
34. 7l6~ 

$l32,OOC* 

50 .. 960~ 

* Payment of atmual chB.rge for additional peaking demand shall 
be made ae the rate of $3G~OOO per month with the December, 
January and February billings and at $24,000 with the March 
billiDg. 
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SOtr.rB.ERN CALIFORNIA GAS COM?ANY 

SUMMARY OF TRACIaNG RATE INCREASES BY CLASS OF SERVICE 
~gQQE@ TO: A?©:t; 2, 1971 ut to AND INC~UDIN'(; jtrr:Y 1" 1972 

: Trackiuglncreases 
: 4-10-71 to- 7-1";72' , 
: inclusive, ' 
:T6ermaI: ,,',' : 

· · · · · · · · : Ullie,,, :, Therm.,":' \ 'Oth~: : 
: Rates: Rates ': 'Rates: . : 

¢/tO ¢7Th 

Firm. Natural Gas 
G-1 through 6~ 3 through 10 ......... '. .101 

General Service 
G-10 through 17, 20 .~................ .161 

Firm Industtia1 
~o .•••..•••...••••.•••...•.....•••. .161. 

Gas E~e 
G-4.5 ~ 46, ••••••••• ' •• -# • ••• • • • • • • • •• .. • • • .131 

Regular Interruptible 
G-SO~ SOT, 5l~ 53, 53T, 53V •••••••••• .131 .131 

Steam-Electric and Cement Plant 
G-54, 54A, 55, 55A~ 56, 58, 58A ..... .. .08738 O.~GOb 

~olesa.le: Long. Beach G-60 ...................... • ' ..... ". . . . • . . e 
SDG£ G-61 •••••••••••••••••• ,. ......... . ' •• ".. • d 

a. Increase in G-58 and G-58A - .. S73tf-l~tu, 
b. Increase in G-54 and 54A Base Rates (i£/Mcf) 
c. Increase in rates are: Demand $0.097 /Mcf 

Commodity O. Oe7U/Tb.erm 
d. Increase is 1.39Qt/.Mcf in commodity rate for 

regular deliveries. 
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Southern California Gas Company 
(Including former Southern Counties Gas Company) 

SUMMARY OF REVENU£ CI-IANGES RE~UIRED 
BY O.lt/MCt CHANGES IN RATES OF v.A[IoO ~AS SUPPLIERS 

(test Year 19)2 

~cludes Special Contrae~ of 
Pacific Gas and Electric Company 

Source gas purcMse and sales) : 
I 

Required, 
Revenue Cban§e 
For O.lf/./Mc'J; Total Reguired Change inti Per 

tSerm/thermal Sales Change in 
-Mlef 

Unit, 
Supplier Cost of Gas Mcf Rates 

(."3.) (b) '"(C) (d) 

El Paso* $668:,48l 979,086' 0.0683, .006l:4 ' 
'Iranswestern* 286,600 979')086- 0.0293· .00276 

RATE SPREAD FOR Kr:L TARIFF FUINGS MADE :-IENCEFORTR 
PURS!JANT 1'3 ~..m ADVICE LEftER PROCEDURE 

'!he requi::ed change in cents per therm!thermal unit, as 
dete:mi:ted in accordance with the above S\llJllXlary, shall be 8!?l)lied 
uniformly to all rate schedules exce?t Schedule No. G-30. • 

* Includes relaeed effect on purchases of 
California gas uuder monthly border price 
contract proviSiOns. 

" .' ". "'. .... ~'; 
\0 ,. _.... .. 

~ . . ' 


