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Decision No. 82042 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
SCU'rBERN CALIFORNIA GAS· COMPANY for 
(a) A gener31.~cr~~se in Its Gas 
Rates, and (0) For Authority to 
Include a Purcb4sed Gas Adjus:ment 
Provision in Its Tariffs. 

:u the Matter of the Application of ) 
SOUTHERN CALIFO~~ GAS CO~~A~~ fo: ) 
a'utl'!c:::'ity to l:nc:rease gas r~tcs to ) 
offset higher gas costs c~~~eQ by an ) 
i:crcase in the price of ~tural gas ~ 
?~cb<:.sed from El Paso Na-:ural ~s· 
Comp3'O.y; and a Motion foX' Co'CSoli­
dation of this Applicatio~ with 
Pendi:-.g General R-Ilte Applicaticn ~ 
No. 53797. ) 

Application No. 53797 
(Filed January 19, 1973) 

Application No. 54065 
(Fil~d May 29, 1973) 

(Lise of Appearances in Appendix A) 

OPINION IN APPLICATION NO. 54065 

In Application No. 54065 Southern California Gas Comp~y 
(SoCal) seeks authority to· increase its gas rates by $l$,934,000 
per year to oi'fset higher costs which would: result from rul'· antici~ 

pat.ed :3. 40¢ per Me1" increase in the rates of its out-of-state· 
supplier, El Paso Natural Gas Company eEl Paso), based upon its 
1974 estimclted test year volumes. SoCal states tha.t, on Mrly 2'" 197.3, 
E! Paso filed ..... "ith the Federal Power COillmission (FPC), in Docket No. 
RP73-104, proposed. chal'lges in its tariff which will incre~se .. _ 
its rat.es to So Cal e.fi'ective June 2, 1973; that the FPC,. Pursua..'lt 
to a~plicable provisions of the Nat~al Gas Act, can suspend 
t,l'!e e£i'eC";ive date .ofEl Pa.so's. proposed increased; rates to':' . . 
a max.:im:um period or five months, or until November 2, 197~ 
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(we take official notice that a suspension to November 2, 1973 
was made by FPC letter order issued June 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 and reason­
able rates for El Paso becomes effective and is 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·.3l¢ to 39.6S¢ 
per Mcf. A demand charge adjustment which will reduce demand charge 
payments by 6.01¢ per Mcf when El Paso deliveries are.less than 
100 percent of its contract demand. Based on test year 1974 in 
which the gas, available from El Paso 1s estimated to be less than 
100 percent of the contract demand quantity, the effective rate 
to SoCal will be increased by 3.40¢ per Mc£ reflecting the demand 
charge adjustment as compared to· 4.40e per Mef over present rates 
at a 100 percent load factor. 

The increased cost of El· Paso gas d:Lrectly affects the 
cost of· California source gas purchased from producers under long­
term contracts by SoCa1's affiliate, Pacific Lighting Service 
Company (Pts). Onder these contraets 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 one of the costs included in 
PLS's cost of service tariff whereby 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 amounts to $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 general rate increase, Application No. 
53797. SoCal proposes that the offset revenue increase be recovered 

" ,. 
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by adding a uni£orm unit ra.te increase to the regular commodity 
rate in all rate schedules, except. Schedule G-;30, of 2 .. 4194 cents 
per. Me£ consistent with the method authorized by the Commission in 
Decision No. S1050 dated February 14, 1973. 

SoCal proposes. that 3IJ.y rate reduction resulting .from 
f1nal just and reasonable rates deter.mined by the FPC or the courts 
will be spread to its custaner classes in proportion to the amau:o.t 
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 consolidated 
with Application No. 53797 for purposes of hearing was granted. 
Atter due notice, a consolidated hearing was held before ExAminer 
Levander cormnencing on August 13, 1973. The proceeding was. sub­
mitted on Au.gust l3, 1973 with respect to Application No. 5406,-. 
This decision deals with the relief sought' in Application No. 5406,. 
The evidence specifically relating to' Application No. 5406" is 
incorporated with that in Application No. 53797 to avoid redundancy 
as to the s.ame issues. 

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

Mod.i!icat1ons in actual gas deliveries can result' in 
applicant's recovering more or less net revenues resulting fran 
authorization to offset the rate increase in FPC Docket No. RP73-104. 

The Commission statf prepared a study in connection with 
Application No. 53797 and arrived at a slight difference in gas 
purchases a:ld gas sales volu:mes which would not ch.angethe cents 
per thermal unit or ther.m offset rate inere~ requested by SoCal. 
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... ... 
The seaff supported the uniform cents per tkermal unit or them 
rate spread developed by the company. The staff stated that, 
based on their review, SoCal's estimated rate of return!! at 
present rates is 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 3 

uniform cents per thermal unit or therm basis for tracking gas 
costs and franchise fees. San Diego Gas and Electric Company 
(SDG&E) presented evidence to, support its position that there 
sbould not be any allocation to it of unaccounted for gas expenses 
and uncollectible expenses. 

Decision No .. 80430 sta.tes that, "SDG&E .... would modify 
the proposed uniform eents-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 comparatively minor items is neither unreasonable 
nor improper. in fixing rates." 

SDG&E: did not renew its opposition regard'ing allocation 
of franchise taxes in this proceeding. SDC&E set out the estimated 
cumulative and annual impact of allocated uncollecti~le and un­
accounted for gas expenses to it. The annual cost to SDG&E of 
such inclUSion is estimated at $488,300 including. amounts authorized 
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 in Application No. 53797. The 
cumulative effect of such treatment for the periodMBrch 20, 1969 
through June 30, 1973 was $1,622,800. SDC&E's cw:rent estimate 

].J Both on the original and revised s·taff estimates. 
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assumes that uncollectibles amount to 0.250 percene of their bills 
a.nd unaccounted for gas equals 0.818 percent of their bills. These 
.percentages 'Vary from time to time. 

A SoCal witness testified as to gas loss studies made by 
SoCal several years ago. He testified that the main cause of the 

transmission syste~ unaccounted for gas is the difference in 
measurement of gas received from SOCal's suppliers and thatwbich 
is billed; that another 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 vand."llism, line testing; that there 
are multiple points of delivery from transmission lines which are 
not measured; that 'Unaccounted for gas on the transmiss.ion system 
is rolled into the distribution system unaccounted for gas; that 

the degree of accuracy of an orifice meter is in the r enge of up 
to one-balf percent; and that a small residential meter has an 
accuracy of a~?roximately two percent. 

SDG&E pOinted out that in·Decision No. Sl051~ in Appli­
cations Nos. 53630 and 5~6)1, the Commission did not assign fran­
chise fee paymen~s or uncollectible expenses to SDG&E's inter­
department.al sales and sales to the federal Orfice of Saline ~vater 
(OSW). There are no franchise fee payments associated with these 
sales. Presumably there would be no uncollectibles associated 
with interdepartmental sales. The ratios of SDG&E's inter-departmenta 
gas sales and. requirements compared ~o its total gas. sales and 
requirements are considerably greater than the ratio of SoCal' s gas 
sales and requirements to SDG&E compared to SoCal' s overall gas sales 
and requirements. As to OSW sales~ these are exchanges of gas 

volumes between SDG&E and an agency of the federal government where 
no franchise fees or uncolleetibles are appropriate. 

SDC&E is not unique in receiving gas at transmission 
level delivery through orifice type meters. SoCaJ.' s G-5$· customers 
and certain of its regular interruptible customers receive such de-. 
liveries. Based on this record, it is no~ possible to as¢ertain 
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what the actual level of the transmission loss is. It'!; Application 
No. 53630 SDG&E did not propose that there be no allocation of un­
accounted for gas to its interdepartmental or OSW sales. Decision 
No. 81051 did not exclude allocations of unaceoUD.ted for gas to 
interdepartmental or OSW sales. 

'to7e .are not persuaded that SOO&E, a large wholesale 
customer, is ,unique compared to other l~rge 'customers .of SoCal 
in paying its bills on timely basis, or for that matter that there 
are not many other customers with a good record of paying their 
bills. We have encouraged SoCc:.l to' si:o.plify and cut down on 
numbers of rate schedules. Speciel treatme~t 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 payacd pass 

on increased offset charges to other customers on a basis s~ilar 
to that of SDG&E. 

We have not heretofore adopted cny cost allocation basis 
as the determinative factor in setting rctes for Soenl. No cost 
allocation method will be adopted in 'this order.. We reaffirm that 

the methodology of spreading. the increase on a proposed uniform 
cents per thermal unit or therm rate is neither unreasoneble nor " 
fmproper in fixing rates to offset increases. rt is A reason­
able method in this proceedi:lg .. 

SoCal is in need of rate relief to offset the El Paso 
inerease in RP73-104 subject to refund and adjuStment in accord­
ance ~i'th the procedures· set f9r'th in the preliminary statement, 
Section E.4.c andE.4.d., of ' its tariff providing that the offset 
will not result any net ,revenues to SoCal aud: that 1:he offset, does . . 
not result iu a rate of return' in excess of that last 'authorized 
by the Commiss ion. 
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Findi:ngs 

1. SoCal 's current r <ltes were author ized by Dee is ion 
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 Decis.ion 
No.. 80430. 

3. SoCal's est~tes of additional gross revenue require­
ments of $18~934~OOO to offset the increc:se related to El Paso's 
November 2, 1973 increase is reasonable. 

4. Modifications in ~ctual gas deliveries from those con­
tained in SoCal's estimates c~n result in SoC~l's recovering more 
or less revenue than the increase in its expenses caused by the 
rate incre~se in FPC Docket No. RP73-104. 

5. In the event that the increased charges authorized 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 a tem!?era­
ture adjusted basis exceeds that last found reasonable the in­
creases authorized in this order 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 
service on a uniform cents per tbermal unit or therm, except for 
Schedule No. G-30, to offset the El Paso increase in FPC Docket 
No. RP73-l04 is reasonable. 

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 ~be order which follows, providing that the offsets will 
not result in a rate of return in excess of thaeprev:tously autborized 
and that the offsets will not result in an increase in SoCal's net 
revenues. 

2. Modifications in actual gas deliveries can result. in 
SoCal's recovering more or less revenue than the increase in its 
expenses caused by the rate increase to offset increased expenses 
relating to FPC Docket No. RP73-l04. 

3. the rate spread authorized in this 'order should be on 
a uniform cents per thermosl unit or them, except for Schedule 
No. C-30, of no more than 0.2,1 cents. 

4. SoCal should file recorded and temperature adjusted 
results of operation reports to· enable thi~ Commission to ascertain 
that any offset increase authorized in this decision will not 
result in an excessive rate of return or iu an increase tn net 
revenues. 

ORDER 

IT IS ORDERED that: 
1. Southern California G4s 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 them so a.s to offset the 
increase filed by its supplier, El Paso Nat'Ural Gas Company, :in 
Federal Power Commission Docket No. RP73-l04. Such filing should 
include in Section E.4.c. of the preliminary statement. the amounts 
of tncrease in cents per thermal unit or therm as contingent offse~ 
charges in Federal Power Commission Docket No. RP73-l04. Such 
filings shall comply with General Order No. 96-A. The effect:ive 
date of the revised schedules shall be one day after the date of 
fili'ng., b\:t no et.rlier th..'l'O. November 2, '.973. T-he revised schedt1>les 
s~ll apply o~ly to s~rvica rendered on and after the effective 
date thereof. 
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2. Southern California Gas Company shall pass on to its 
customers by the Advice Letter ptocedure any reduced rates~ end 
refuud to its customers any ref\lD.ds from El Paso Natural Ge.s 
Company pursuant to order of the Federal Power Commission in 
Docket No .. RP73-l04. 

3. Southern California Gas Company shall supply its 
calculations of increased revenues and increased expenses arising 
o~t of· the rate increases authorized herein with its year ending 
File No. 074 report.. Any excess of charges over increases in 
~enses arising out of these offset increases iu Federal Fower 
COtxOlission Docket No .. RP73-l04 shall be accumulated' and refunded 
on ~ annual basis. To thl.! extent that the rate of return for 
the ~nd of year temperatur~ adjusted results of operation report 
exc~e~$ the authorized rat~(s) of return, refunds of gross 
revenues in exeess of amounts required 'to realize the authorized 
rate(s) of return shall be made. The upper limit of such potet ... tial 
refunds shall not exceed the inc;reeses .authorized here'in.::"·· 

The effective d~te of this order is the date' hereof. 
Dated at San Francisco , Cal ifornia , this 

,:;...1./ 1-'- day of ·OCTOBER ) 1973. 

~;; A~.A. 

" 
coomassloners 

/~ 
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J.PPENDIX A 

List of Appearances 

RO~'rt ~;llter and E. R, Island, Attorneys at Law, 
for ~pplicant. 

Arthur I, Devine, Deputy City Attorney, for Depart­
ment of Water and Power, City of Los Angeles;. 
Burt Pines, City Attorney, by ~,a=les W, Sullivan, 
Attorney at Law, for the City of Los Angeles; 
Robert W8 Russell, Chief Engineer and General 
Manager, by Ke·~'l.T'.~~h E r C:ude, £0:' Department of 
P~blic Utilities ana Transpo=tation, City of 
Los Angeles; Rollin E. t.:oodbury', Robert J. Cahall, 
H '_ Robert Barnes, Atto~neys at !.3~7, for Southern 
Cali=ornia Edison Compa.ny; Renn C. Fowler, Attorney 
at Law, for O:fice of General Counsel, Regulatory 
taw Division, General Services Administration; 

. Chickeritlg & Gregory, SherI0.9.n Chickering, C. Hayden 
~es, Donald J .. Richardson, Jr., by,Po!'L2ld J, 
Eleb,~d$9n) J 4 ., and Gordon Pea4¢~, Attorneys 
at Law, for San Diego Gas & Elee~ric Company; 
Willlam L. Knecht, At'l:orney st Law, for Californu 
Farm Bureau Fed.e:-ation; Henry F .. Lippitt, II, 
Attorney at Law, for California Gas Producers 
Association; BrobeCK, Phleger & Harrison, by 
Rober; N. I,towt'::l, Attorney at Law, for California 
~..an'Ufacturers Associatio::.; John B. Bxpw~z:, for 
Hospital Council of Southern California; Eoy ~ 
YJ'eh~, Consulting Engineer, tdwm:d C. Wri.ght, 
General Manager, Leonard L .. Putn.zn, City At~OrM7, 
by Harold A. Lingle, Deputy City Attorney, for 
the City of Long Beach; C. H. Fuller, Jr., for 
California Coin Laundry ana Dry Cleaxl.ing OWners; 
tnte:ested parties. 

Janice E. !{err, Attorney at Law, ~l.in GA.~j.tt and 
Ketl:l.etli R. Chew, for the Commission 8'Caff. 


