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BEFORE THE PUBLIC UTXLITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

SCUTHERN CALIFORNIA GAS COMPANY f£or ] .

(2) A general Inercase in Its Gas Application No. 53797
Rates, and (b) For Authority to (Filed Januvary 19, 1973)
foclude a Purchased Gas Adjustment

Provision in Its Tariffs.

S
<0 the Matter of the Application of ;
SOUTHERN CALIFORNIA GAS COMFANY fox
autkowity to inerease gas rates to 3
cffset higher gas costs cawsed by an
Locrcase inm the price of natural gas
parchesed frxom E1 Paso Naztural Jas
Company; and 2 Motion for Comsoli-
dation of this Applicaticn with
Pending General Rete Applicaticn %

Application No. 54065
(Filed May 29, 1973)

No. 53797.

(List of Appearances in Appendix A)

OPINION IN APPLICATION NO. 54065

' In Application No. 54065 Southern California Gas Company
(SoCal) seeks amthority to increase its gas ratves by $18,934,000
per year to offset higher costs which would result from an antici-
pated 3.40¢ pexr Mef increase in the rates of its'out-of-staxe
supplier, EL Paso Natural Gas Company (El Paso), based upon its
1974 estimated test year volumes. SoCal states that, on May 2, 1973,
ZL Paso filed with the Federal Power Commission (FPC), in Docket No.
RP73-104, proposed changes in its tariff which will inerease. |
its rates to SoCal effective June 2, 1973; that the FPC, pdréuant
to applicable provisions of the'Natgral Gas Ac¢t, can suspend
“he effective cate of El Paso’s proposed increased rates for
2 paximum period of five months, or until November‘z, 1973
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(we take official motice that a suspension to November 2, 1973
was made by FPC letter oxder issued Jume 1, 1973); and on that

date El Paso has the right to increase its rates, subject to refund
until such time as an order of the FPC establishing just mmd reason-
able rates for El Paso becomes effective and 1s not subject to
Judicial review.

The proposed changes in rates are as follows: an increase
in the demand charge from $1.505 to $1.827 per month per Mcf of
daily demand- the commodity rate increases from 36.31l¢ to 39.65¢
per Mcf. A demand charge adjustment which will reduce demand’ charge
payments by 6.01¢ pexr Mef when El Paso deliveries are less than
100 percent of its contract demsnd. Based on test year 1974 in
which the gas available from El Paso is estimated to be less than
100 percent of the contract demand quantity, the effective rate
to SoCal will be increased by 3.40¢ per Mcf reflecting the demand
charge adjustment as compared to 4.40¢ pexr Mcf over present rates
at a 100 percent load factor. '

The increased cost of El Paso gas directly affects the
cost of California source gas purchased from producers under long-
texm contracts by SoCal's affiliate, Pacific Lighting Service
Company (PLS). Under these comtracts the price paid by PLS is
determined by the average contract price paid by SoCal and PLS
for out-of-state gas received at the California border. The price
paid for California gas by PLS is ome of the costs: included in
PLS's cost of service tarxiff whexeby PLS recovers all of its
allowable costs from SoCal.

SoCal alleges'that the total gross revenue increase
needed to offset the El Paso increase and the related increase in
the cost of SoCal source gas amountsto $18, 934 000 based upon test
year 1974 gas purchase and sales data shown in detail in Exhibits
1 and 2 of SoCal's pending gemeral rate increase, Application No.
53797 SoCal proposes that the offset revenue increase be xecovered
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by adding a uniform unit rate increase to the regular commodity
rate in all rate schedules, except Schedule G-30, of 2.419L cents
per.Mcf consistent with the method authorized by the Commission in
Decision No. 81050 dated February 14, 1973.

SoCal proposes that any rate reduction resulting from
final just and reasonmable rates determined. by the FPC or the courts
will be spread to its customer classes in proportion t0 the amount
that rates for each class are increased in this proceeding; and
that any refunds relating to such reduction would follow the con~
tingent reduction contained in its tariffs.

SoCal's motion that Application No. 54065 be comsolidated
with Application No. 53797 for purposes of hearing was granted.
After due notice, a consolidated hearing was held before Examiner
Levander commencing on August 13, 1973. The proceeding was sub—
mitted on August 13, 1973 with respect to Application No. 54065.
This decision deals with the relief sought in Application No. 54065.
The evidence specifically relating to Application No. 54,065 is
incorporated with that in Application No. 53797 to avoid redundancy
as to the same issues.

'SoCal showed the derivation of the increase contained in
its application at the August 13, 1973 hearing. The estimated
increase amounts to 0.231 cents per thermal unit or them.

Modifications in actual gas deliveries can result in
applicant's recovering more or less net revenues resulting from
authorization to offset the rate increase im FPC Docket No. RP73=10k.

The Commission staff prepsred a study in connection with
Application No. 53797 and arrived at a slight difference in gas
purchases and gas ‘sales volumes which would not change the cents
per thermal unit or therm offset rate inerease requested by SoCal.
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The staff supported the uniform cents per thermal unit or therm
rate spread developed by the company. The staff stated that,
based on their review, SoCal's estimated rate of return:’ at
present rates {s under the 8.0 percent authorized in Decision
No. 80430 and therefore they did not oppose the offset authority
requested by SoCal.

None of the other parties opposed the tracking on a
uniform cents per thermal unit or therm basis for tracking gas
costs and franchise fees. San Diego Gas and Electric Company
(SDGSE) presented evidence to support its position that thexe
should not be any allocation to it of wnaccounted for gas expenses
and uncollectible expenses.

Decision No. 80430 states that, "SDGSE ... would nodify
the proposed uniform cents-per-unit rate spread applicable to such
adjustments because it reflects unaccounted for gas, franchise
taxes, and uncollectibles on a system average basis. Such treat-
ment of these compatattvely minox items is neither unreasonable
nor improper in fixing rates."

SDGEE did not remew its opposition regarding allocation
of franchise taxes in this proceeding. SDGEE set out the estimated
cumulative and annual impact of allocated uncollectible and wn-
accounted for gas expemses to it. The annual cost to SDGSE of
such inclusion is estimated at $488,300 including amounts guthorized
for prior offset and tracking increases plus the increases |
authorized in Decision No. 81900, the El Paso increase in RP73-104,
and SoCal's requested increase im Application No. 53797. The
cumulative effect of such treatment for the pexiod Maxrch 20, 1969
through June 30, 1973 was $1,622,800. SDGSE's current estimate

1/ Both on the original and revised staff estimates.




A. 53797, 54065 RM/am *

-

" assumes that uncollectibles amount to 0.250 percent of theixr bills
and unaccounted for gas equals 0.818 percent of their bills. These
pexcentages vary from time to time. , A

A SoCal witness testified as to gas loss studies made by
SoCal sevexal years ago. He testified that the main cause of the
transmission system wmaccounted for gas is the difference in
measurement of gas received from SoCal's suppliers and that which
1s billed; that amother significant cause is due to the actual loss
of gas, which is caused in part by operation of regulators, leakage
around valves, punctures due to vandalism, line testing; that therxe
are multiple points of delivery from tramsmission limes which are
Dot measured; that unaccounted for gas on the transmission system
is rolled into the distribution system umaccounted for gas; that
the degree of accuracy of an orifice meter is in the range of up
to one-half percent; and that a small residentiazl mcter has an
accuracy of approximately two percent.

SDG&E pointed out that in Decision No. 81051, in Appli-
cations Nos. 53630 and 53631, the Commission did not assign fran-
chise fee payments or uncollectible expenses to SDGEE's inter-
departmental sales and sales to the federal Office of Salime Water
(OSW). There are no franchise fee payments assoclated with these
sales. Presumably there would be no uncollectibles associated
with interdepartmental sales. The ratios of SDGEZE's inter—departmental
gas sales and requirements compared to its total gas sales and
Tequirements are considerably greater than the ratio of SoCal's gas
sales and requirements to SDGXE compared to Solal's overall gas sales
and requirements. As to OSW sales, these are exchanges of gas
volumes between SDGXE and an agency of the federal government where
no franchise fees or uncollectibles are appropriate.

SDG&E is not unique in receiving gas at transmission
level delivery through orifice type meters. SoCal's G~58 customers
and certain of its regular interruptible customers receive such de~.
liveries. Based on this record, it is not possible to ascertain
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what the actual level of the transmission loss is. In Application
No. 53630 SDGS&E did not propose that there be no allocation of un-
accouwnted for gas to its interdepartmental or (¢SW sales. Decision
No. 81051 did not exclude allocations of unaccounted for gas to
interdepaxrtmental oxr QSW sales.

Ve are not persuaded that SDGE&E, a large wholesale
customex, is umique compared to other large customers of SoCal
in paying its bills on timely basis, or for that matter that there
are not meny other customers with 2 good recoxrd of paying thelr
bills. We have encouraged SoCcl to simplify and cut down on
numbers of rate schedules. Specizl treatmeat relating to compara-
tively minor items could supply the undesirable precedent leading
to a proliferation of special rate schedules. Other electric
utilities and SoCal's other wholesale customers would pay and pass
on increased offset charges to other customers on 2 basis similar
to that of SDG&E. :

We have mot heretofore adopted cny cost allocation basis
as the determinative factor in setting rztes for SoCal. No cost
allocetion method will be adopted im this oxder. We reaffirm that
the methodology of spreading the increase ou 2 proposed uniform
cents per thermal unit or tlherm rate is neither unreasonable noxr -
improper in fixing rates to offset increases. It is = reason-
able method in this proceeding. -

SoCal is in need of rate relief to offset the El Paso
in¢crease in RP73-104 subject to refund and adjustment in accord-
ance with the procedures set forth in the preliminary statement,
Section E.4.c and E.4.d., of its tariff providing that the offset
will not result any met .xevenues to SoCal aud that the offset does

not vesult in a rate of return in excess of that last authorized
by the Commission.




A. 53797, 54065 RM

Findings

1. SoCal's current rates were authorized by Decision
No. 81900 dated September 25, 1973.

2. SoCal's rate of return for estimated year 1974, at
present rates, is below the 8.0 percent authorized in Decision
No. 80430.

3. SoCal's estimates of additiomal gross revenue reqnire-
ments of $18,934,000 to offset the increase related to El Paso's
November 2, 1973 increase is reasoneble.

4. Modifications in zctual gas deliveries from those con-
tained in SoCal's estimates can result in SoCal's recovering more
ox less revenue them the increase in its expenses caused by the
rate increase in FPC Docket No. RP73-104.

5. In the event that the increased charges guthorized in
this order exceed SoCal's costs SoCal should refund the net over-
charges. This order will contain reporting requirements and pro-
visions for making such refunds if necessary.

6. To the extent that SoCal's rate of return on 2 tempera-
ture adjusted basis exceeds that last found reasonable the ine
creases authorized in this oxder should be reduced to adjust the
rate of return to the authorized level, up to the amount of the
offset relief granted.

7. SoCal's _proposal to adjust rates for all classes of
sexvice on a unxform cents per thermal umit oxr therm, except for
Schedule No. G-30, to offset the El Paso imcrease imn FPC Docket
No. RP72-104 is reasomable. '

Conclusion

Based on the foregoing findings the Commission concludes:
that:

1. SoCal should be granted the authority sought in
Application No. 54065, to the extent and under the conditions set
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forth in the order which follows, providing that the offsets will
not result in a rate of return inexcess of thatpreviously authorized
and that the offsets will not result in an increase in SoCal‘s net
revenues,

2. Modifications in actual gas deliveries cam result in
SoCal's recovering more or less revenue than the increase inm its
expenses caused by the rate increase to offset increased expenses
relating to FPC Docket No. RP73-104. | :

3. The xate spread authorized in this ‘order should be on
a miform cents per thermsl unit or therm, except for Schedule
No. G-30, of no more than 0.231 cents. :

4. SoCal should file recorded and temperature adJusted
results of operation reports to enable this Commission to ascertain
that any offset increase authorized in this decision will not

result in an excessive rate of return or inm an increase in net
revenues.,

IT IS ORDERED that:

1. Southern Californiz Gas Company is authorized to file
with this Commission revised tariff schedules increasing the regular
commodity rate in all rate schedules, except Schedule G-30, by no
more than 0.231 cents per thermal unit or therm so as to offset the
increase filed by its supplier, E1 Paso Natural Gas Company, in
Federal Power Commissiom Docket No. RP73-104. Such £iling should
include in Sectiom E.4.c. of the prelimipary statement the amounts.
of increase in cents per thermal unit or therm as contingent offset
charges in Federal Power Commission Docket No. RP73~104. Such
filings shall comply with Genmeral Order No. 96-A. The effective
date of the revised schedules shall be ome day after the date of
filing, brt no esrlier than November 2, 1S73. The revised schedulés

saall apply only to servicas rendered on and after the effecttve
date thereof.
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2. Southern Califormia Gas Company shall pass on to its
customers by the Advice Letter procedure any reduced rates, 2nd
refund to its customexrs amny refunds from El Paso Natural Gzs
Company pursuant to order of the Federzl Power Commission im
Docket No. RP73~104.

3. Southern California Gas Company shgll supply its
calculations of increased revenues and increased expenses arising
out of the rate increases authorized herein with its year ending
File No. 074 xeport. Any excess of charges over increases in
expenses arising out of these offset increases in Federal Powexr
Comission Docket No. RP73-104 shall be accumulated and refunded
on 2> annual basis. To the extent that the rate of retwm for
the end of year temperature adjusted results of operation report
excects the authorized rata(s) of return, refunds of gross
revenues in excess of amounts required to realize the authorized
rate(s) of return shall be made. The upper limit of such potential
refunds shall not exceed the increases authorized herein.

The effective date of this order is the date hereof.
Dated at San Froncisco , California, this

L4 F~ oy of QQIDBER , 1973.
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APPENDIX A

List of Appearances

Robert Salter and E. R. Island, Attormeys at law,
for zpplicant.

Arthur T, Devine, Deputy City Attorney, for Depart-
ment of Water and Power, City of Los Angeles; .
Burt Pimes, City Attormey, by Chgzles W, Sullivanm,
Attorney at Law, for the City of Los Angeles;
Robext W. Russell, Chief Enginecer and General
Manager, by Xeuneth E, Cude, for Department of
Fublic Utilities anc Transpoxtation, City of
Los Angeles; Rollin E. Woodbury, Robert J. Cahall,
H. Robert Barmes, Attormeys at Law, for Southern
California Edison Company; Reun C. Fowler, Attorney
at Law, for Office of Gemeral Counsel, Regulatory
Law Division, General Sexrvices Administration;

- Chickering & Gregory, Sherman Chickering, C. Hayden
Ames, Donald J. Richaxrdsom, Jr., by Domald J.
Richardson, Jr,, and Goxdon Pearce, ATLOXneys
at Law, for San Diego Gas & Eleccric Company; .
Willdam 1. Knechr, Atzormey at Law, for Californiz
Farm Bureau Federation; Henry F. Lippitt, II,
Attormey at Law, for California Gas Producers
Association; Brobeck, Phleger & Harrisom, by )
Robext N, lowry, Attorney at Law, for Califormia
¥anufacturers Association; John B, Brewar, for
Hospital Council of Southern Califormia; Rov A,
Wehe, Consulting Engimeer, Edwaxd ¢, Wright,
General Manager, Leonard L, Putnam, CLity Attornmey,
by Haxold A. Lingle, Deputy City Attormey, for
the City of Long Beach; C. H. Fuller, Jr., for
California Coin Laundry and Dry Cleaning Owners;
interested parties. .

Janice E. Xerr, Attormey at Law, Colin Garrity and
Kenmeth K. Chew, for the Commission staff. '




