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"PLGS"f
"Applicant(s)" -or- "Ccmpany") have reqaesﬁed‘an‘*ncrease ‘n rates of

LR

1985; and an aryr 2 an édJUstment

.r...m.-

of appraximately $63. m;llion beginning Jangary: 7”1986 »'Under the

vy ~-_

Resolut on ALJ—J£9£§QQD?39 s-ona (d.)

Applicant submittedwonvDecember 1, 1983, its

_n.»nded ta f-le a- general-“ate ingrease: appl‘caticn»basedﬁon the
Results of Operations- for- Test: Year- 1985.- - The- NOI- was-accepmed—'or‘-

filing effective- January- ;- 1984, - and- docketed’ asyNQI”112~JJTh A
application was- filed- on- ”ebruary 151 198& and- §e§ignaygd ﬁffﬁ 2
Application (A.) 84i02.25.°" > Commimss

deviation” from- the- Rate- Case- Planm.. - - - - R i‘”u*J'Q'"c -3

'N/“h‘. *_-ﬁ --"rff'f

~=~A prenearing conference was he*d ob March.26~.1983 Public
witness hear*ngs were-he-d ‘oniMay 1&“"198£ in»LosLAngezes,uon May 21,

rm»p-

198& -n.Baxers,ieldu.,Aftg;naon and.

¥

evening ses ions weres “éld butvthe pnblic w*tness hear ngs were not

Francisco during 28 days- of neaﬁing commencing May-ﬂﬁf 49834 aad |
concludfng on July 20, 1984, The 4ssueiof an ‘atvrivion allowance Lorl
years 1986 and 1987 is deferred: pend*ng 'urtheﬂfbea *ng ﬁshbe-held in

Tune *'~fb
mid-1985; o

w0 LC'”"“ O"Qu

- .

witk no objections ra‘sed by any partieg. The tranucript correctians,
were adopted. Any motions not previously ruled an are ceni ed., '
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This decisicn authorizes an iécréase n"gross revenuea of
$78,9165000° *£3r-1985 as part of the general rate“case’ appl‘cation.

w'Lu

This dect sion also prov‘ces for the *ecov#ry tpe first year expenses

..a-u‘. Ll UM . «fJ‘ot - Vd-v-

associated with the, Liquified Natn*al Gas (LV&) abandoned project

.

which equal $1T 379 OOO. ,;he total revenue, iié?&ééé_§3; both aspects

.uu_y.. e aJ.

totals £96,395,000 which represents about 2 2.15% 'ncrease over .
present rates. This Increase in the revenue requi*ement“reéurts;iﬁ

.-.,., I [,‘ r«r-Nh . ’ -y "
\,»_.4....!,‘ o T ST PP A

new marg‘n for SoCal which 1s” carrﬁed over“to the"con solidated

L

e

acjustment mechanism (CAN) (A.84- 09-022) decis on also i&%ﬁéﬁ éodé&l,;'

[N o
folnlatd M SRR sutd] SOLTRL Lalw

At the end of this decis-on the“e are two tables whicb ‘llustrate the
Summary of .hg‘Rgsu+t3 of Operations and’ compare tThe Socal requess

(n:.‘ -N’qﬁ wﬁ-n"-,’ny“vn

with the amounts auvhcrized in tbisndec.sion SEEETER RhemRLuean

_.,.,p/....- . -

'....-.-.n.-,..,u,-- ol e T

”'"Igltbis appl cation, §oCdl requeyteg an’ a trition allowance

.».--.‘ .-An,.,,h— -,...(-, -y,p-xa‘-.

for thé yeaé 1986 He‘Have decided that SoCal 111’ not file for e

b hphﬂﬁvf‘r Cyromess Irinme
~~.

another gen eral rave {nerease unti’ 1987 wbicn *equi es ’urther' e e
rLunnee DA Se il RS r SRR ARt o e e Tt el

PR AT AN [ . .

cohaidera ion, an appropriate attrit‘on mecbaniqm 'or‘the vears ?985

A

a e i .
- -\4;4 ~ l\dﬁv--l ‘

and 1987 We will considér such a mechanism iz P4d-7985. SRS menen

n o *"'t". P . ;t&".,»-"‘)-‘.v
v--} . -.‘H»l/nA u..- .,u—.—p v E LA . P Y

TELS decision res tains SoCal’s rate of return on equity at,
15-T5% s )

PR, .u,... ..',....n Yo s, . ....w,»'-w;( N O -.'
- Dt ke e W e PN AR | - M A oy b ora o

fea:nred'a ge»newa'1 agreedent on. a la:ge‘

(TRt

.. Inis proceéd

a*ray of isuues.‘ Bvenvwhéd cdhgroversy su*roudded a, part cular.

./.-,-.d ..:-u u—‘«n’ .... 4--.....‘- , .-.--..,'

dollar ’1gure, the part‘es'we*e generaily able to agree4on 2 3

- gt
-t e _u.‘. I

o oot
methodology.“u;he p*incipal areas or conuroversy remaining conhe~ned'

”
. £y vpm” -.»-n- g ! -
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1. Rate of return te of Returp, page, ? o e
2., Abandcned .projects. PLGS .page. 1T

e L Dol
et gt ~r..l T T e ™ D R )

Wozking cas hﬁ [ ﬂﬂ.PLGS 7= and SoCal.zate-base: :~

ey -

o = 23ve:.

~ e A t‘ﬂ" B R A LI EE I -y.,-»l-.ww;,,p.,— . .

Distribuvion expenses U SaCal” Expenses page 35«2-3

v e e N e b R R ‘-..\,-A'. 4-0'-.‘ ‘a
-

**"*5.‘ Conservation SR “, Market Services page L6

o L Lo

A iR
- 6. Resea*ch and development Mise. ?xpenqes page 61 et
e -~ 7!*1.#-;:-» . - R N ) ...‘." e np/, o g

Decis*an Outline | PIP.R oo Twelo

Lt Ca e

Yo - - L
nOLnA J-‘J4~.~~.-.vj e mr m e W

:-.‘ m,p.!..-(-, LT ;nu - ".'. -»,;.p.‘p.'- P dand ~ o~ ;,.,,. e, -

We ‘have included this qection‘eo pravide a gene;al éaadmap

-
>

;-ﬂ-(-)ﬁ rn* - e hiw“-v m~ ol T fata

of the rema_n‘ng po"tion 5% this decisien..'We hope ‘hat thris guide

’—\f‘f‘-" l"f /--,—,. o -~.-nm5- qr«nw;,w ‘N/,n"‘-'trv'
whd

w*ll assist in vhe undersuand ng'o' *he u;t‘ma.e Y besulr, o TREREELE

:‘ ),-*-a-w-ﬁ-\.:' vn' e el e s ‘\'""- "'Pv "’-' fam - -

g y
;he gas u ili Yes in” Califorai¢ are given marg_n .rea toent

-
P R Rl R no ey w‘ LA ~ m-w:r,f'
ﬁ'v-/’a BV .u_. o

for ratenaki ng purposes.’ *ﬁi; Eancept is tha' the ﬁuiiities nu £ be T

-e*rwrh . e naﬁq—-(\. ..—.,,, u"“"

allowed the opportunity €0 ea*n the_.,guthpr,zed}rate.pr return Lo nEew

ol

-\-, v

T e o e s

withaut considera ion of the eouv'of sa, or of sales fluctuat ons.
son

- -
-y e ” "~ . Yy~ v T
ﬁ—-ﬁ” + ' "‘ﬁ Ty

The amount of reyeﬁue earned bv uhe utilities witpout fuel costs is

‘l"f‘l'! NF

u . Toron Bl T to b B Tl s ot .
called the "nargin" The "ma*g‘n" i in essence trne eand produet’ °f a

DA o s e e Mg e 5 e I R o v il ol ol IR ol o e TN

general rate case. sugh as this.” The co t ‘ot ‘gag” and” sales“"'"““

H’)-’Fr!‘f' Plt" LA n.v-k.'nqp.f- mn

fluctuations *tems are” considered _n separa te CAM proeeed ngs *wﬂce

g e - -~ n'-r.-‘rn e m p-'{w [ i

yearly.‘~ “- b ! - A -

arom nt Inloh o nmLinon moLokoen oot
1 wam
As ind‘cated earlier we dir ed that tkis a2ppli catli on be
I ¥ e e kit o el cE e s A e
filec about 60 days ;aue* than usually C&*led ’ar bJ’ou.‘ra ve case
..a,‘_,.. .—,-."”. .-1-.~,,4 w»..-u-sn ov m,-“ ,, -n ~ -‘-.-v ~

pPOCQSS¢ﬁS plan. It was hoped” ehat the partieq could ag*ee on na“y, o

,a“,a‘ Y Vo gy o e e ,-\»’4

issues and ehereﬁy reduce “the normal case prpcessing time. " We'

'r-vm¢p-ﬁa~r- o~ ‘J‘Jﬁrvﬂnc‘/‘f‘f\ S ey

&avorablf aote that many items were s% Tpulated’ ;5-g§-ehe ste;f‘éhaﬁﬂ-“
company. This decision will cover all itexs generally considered in

such cases but we will provide very little, if any, .iscﬁssieﬁ*of
tems oz which there was seﬁeral agreezent '

A typical decision outline for SoCal would be.as»follew::
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Typical Subject Qutline

A. Revenue-and¢ sales - v~
3. Expenses :
1. Operating and ma_ntenanéeﬂéiﬁénses
a. PLGS cost of- service*v~V~J

Ay

. Storage croNLRTL RUETLTO.

a
~ 1l *.:(‘-}_ Ly -

2

¢. Transmission™- men Son
d.uaDistribution, noroney
e. Customer service

f. Customer accounts

g. Market services

2. Admiaistrative and general
expenses

3. Taxes oocrziiech zoonoxT LIID
A ~rDepreciation espenses::. coldun
cSnioEscalation: factorsy oo
oo RELULA N v mead | lpimensT L onn

 ~4,5~Bate—of~returnrﬂ
L :2w1¢33&esbﬁ§3 ot

. e
4 ¥ e ron

ay vy T
[

“TE EoweveriTthe’ relationtnip’of PLGS and: SoCal makes Lt

necessary'.o alter-the'abave out 4ne.” - Because Mescala *.on*factors" :
and rate of retiurn- are COEBOT %O bo~n~companies,«and'a 152 becauoef- 

these thenms-aTfect’ Tater ca¥eulations ¢ L-'is Appropriatestordiscuss.
these zwa items first. PLGS cost or se*v ce w*l’ next’ be discussed-‘

l'l!f’mf

v det 2t Operating
expense.-” Follaw*ng‘aperatﬁans and matntenance’ (0&M7°ékbbnses ‘raxes X

- s,

and dep*ec_atfon wé wﬂ*’~ ‘deve.to"p* SoCa-’-'s :'a't.e base.w-mv thatwp Lot wel il

- n -

of subﬂec*Shis shown On ‘the’ ’511ow_ng~ <ne’ %hicthi’L»be«ubed.for;
the Temaltder of Thfs decision. " .‘:%V :ZT.””“ 220y

-l . .
ooyt T -~ ~.u. .‘-v Y e ,."..;- o v oy
o 2 et , - [V R O VR R A )

A. Revenue a;d s&lesﬂ

-,
A b Nt ’

B. Escalation 'aévorﬂ
C. Rate of Return
D. PLGS cost of service
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E. 0O&M expenses

1. PLGS cost of service (from Di:iabove):X
2. Storage

3. Transmission

4, 2Distributfop inisy Lo
5. Customer:service ... .
6. Customer aceounts .
T. Market services. .. ...

Administrative and general: expenses~
. SIyman "".”,'CEL.L..., %

Taxes '

Deprecilation

Rate Base

-
AR R A
a0

III. Present Ogerations :ﬁ£rT .

SoCal is a public utilityrengagedsin:cpurchasing, ;
¢istributing and selling natural ga':xocbusmomexssibcaz%d in the
Counties of Los Angeles, Fresno, Imperial, Xern, &ingsw Orange,
Riverside, San Berzardino, San Luis ObIspos” Santa‘sarbara Iulare,
and Veatura. As of December 31 1983, the Cbmpany“sermed 3 Qu1,182
customers of whiech 3,731,569 were residential. custonmers.., Ihe. Company
sells~gaa~at-wholesale-wo,the-M&nic_pal Gas.Deparumentwor»the.Ciwy;a,,nn
Long Beach:and Saandega Gas-&,uleczr_c Lompany., AL, December 31d,r, Sas
1983, the. Company's: Serving area- cantained,anwes.imateGEpopu;agagp o.,ﬁé
12 7oo,ooo~,;3 5C fxne Toiw spivenn Go fnge BAIT . somit pmetr cue aoe

N - lv [
WA e - W COR ol et A - B S e o e N e

:Ibe. Company. owns underground. storage, g;g;gﬁ;q&mggggétgg;;‘,,“d'

TR LR

Rey and»HonorﬂRancho'dnj.he“Lasmangeleswaneaaufzhe,Playa deluReypqﬁ,_x?

working capacivy~of 2,6003000~ca.~$t.4(MMcf)a-»4he.Hano*4aancbo -”;

- 4~_~.4_.v-

facllity-has a*27,500~honsepowpr-compressor qtation,~3§wuellsyﬂan4;a.n.'

-

working capacity of 25,000,000 MMef.
with .he Gas Supply Company, operates storage *ese*voirs at Go e;a,\

e - ~
) i .:"".",‘. &3 "»4 SRANN .

Mon,ebello, Zast Wh ztier and Alison Canyor..

r‘o-»lﬂﬁkﬂ-b proars ; . "
RV R Y S A : -

.
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PLGS purchases its natural gas .frox Tranuwestern Pipe’ine

- e

Company (Ir anowestern), Pacifié"Ihterotate ;ranomission Company, and

e P ’w'h,-'

various producers operating in CaIifornia ‘and” in federal“ fShore

B PR et

waters.' Out-of—state gas purchased Prom- Transwestern 1% deliveredi™

S e N i PR . rn W

into the” system at_Needles on the” Arizona ‘border: ~--" SUREEEXD Ml
‘AL becembér 31‘"19831”PLGS‘owned‘903”miles o 7, uraizghs:

traneilésion pipelinea, 1nc1uc1ng 19°Biles” owned® jointly “GitRTthe”
distributing company, and” 9° miles owned*jointly w“%hr?ac* 1¢% GasZandno Tl
Electric Company (PG&E)“*-There are'three“eompressor S atidns vt T

containing T tr ansmissron 14ne cogpressors maving-an aggregate of
21,720 horsepgw@r_~ TLUNCLAN eNI Lan UnatllOfA el YO DINZLY Ioumo

RN W

~rSeCal v owns a “otar“of 2'292“3‘1es~o’“p&pemine* lncaudingv-—vﬁ
19 miles owned’jotn y“with‘the PLGS?‘-”here were~9'compressor e TTomoTmaN

meo =

.stations with*ss transmission T ne comp*essorS“having an” agg“egate o’*z;

[N . .
»J,- ~ o -r,_:p"-\ rypa ey . powm ey "»;

e S0 GoLensnl esow fal Jimgd wfl owet Uns
84, 755 horsepower. s FE O e _ gn

ol " e

‘“n;“bf'December 31‘“ﬂ98,;‘the-d‘strfbut on‘system'o' ‘he-—~f-“~
Company contained 35 686“mileo OF vards

126;360 gas‘services suppryi g?§f§ﬁ’~182~ac*fbe~meter m1~93

SRL LUimpe Company s-geaeral of’*ce’ba‘ldfhg'fs'Wocated 4 Los
AngeTes CatTirsrata "° “THe Company“akso-owns ‘varfous i VESL et ane L7 -
district office-bui*dingt shops and stHer 3ervi¢e-bufrdingo;;and--rcb-
owns and leases automotive, construction and m*scellaneous eqﬁ‘pment
necessary in Lhe condtct of its business. 1In addition, the'Company

-~ : ~
v~.v.-..'-- W - - [ 'q.u:. .a..a,,u..'d".‘.' "C\ "'- A ™

operates, officeu, wa ehouses, azd, se*vice buildings, of thé LGS 2as an

».4-..44.-'-- - l'bd‘n&‘-l-‘\d,-ann- ._,,.._,

o,
'-\*i‘-c -v lu..d vunu\"_« au.:!-/ ofald

adjunct, to -the,operations oF Company s transm:..,s oz ane sto*age weRR

Fl\ "rﬁ P Lt
,.....,-- PRA l-l—\-—-'u-/ . -‘u- Yl S “ 9

facilis ies.., . ‘ . . -

G - Pl el - ~ o " o PE . -
-, i LA H 0 g A ! A A AR il
L I R~ ae SRR VI S R Cune 2IfdmInnli 9b~.,.q

woormcsve sowsdiVaeg ~Saleswaad Revenues~ L Tl Rt

-
w e

The staff and SoCal“stipdlafed el tné s?éleis";v':waiugefé oot 5
and ‘revenues:” ?herstfﬁﬁfased ﬁéJfoﬁeéétiné”‘éééduéﬁatﬁﬁfeééﬁt rates

Lo TR S, -"‘A-

is $1,058,702% OOO. Because'we dré“csisg the gas marglia“codcept viorTTe

) ‘n""

these Items are® of“m*nor importa*ce fnenis: case“f*;hese“itemzhwifl~¢
bear greater signi'icance ia°tne“November CAM prodeeding Pt 2o

o, A pa ooy d ey . o e, F e e I o -ﬁ- P W e -
Ool -t 1 44-.w~l.¢ -.’ﬂ . ""M-a. ,.f W O MLRENoD NG molas 2?':-’.:,/9

. - Ny : -
. . g ey
. : b i faivliad
.




-~ s

P

e e v T ey e e s PSP e
- N LY

V. Eucalation Rateu TYm mE YR mved

s e " .~.'.._. Pae—
5 et

- , . .
e i - W W g

- ot e 0T ST - ,.'n- Y .
Vo e s IRV SO R I

,-,?artthe Tirsy time,,Compaq& and staf? bgth presented

-
P A wh

e -,‘ C e e A

expense amounts o a.lconstant.dollar bdasi ; The adopted Test vear

PR, S o .ou-.--au-r“/q.lJ s ST

1985 0&M expenses will first be determined on a, "1983 dollarn™, bas‘s Mm:n

o et [N

Tt e - et w-nuvu . e

and‘inflation‘foraJQB#.and~498snuill,6e7added to :hese expenses.

# ~~~..-. o

SoCal and the 3% g:r“agree on. the proper. e«calation rates toO use for

A S~ a,'o'--
P e o b PRVLF FIN, -l.‘v\r-ldu-u-:- -

both- labor’and non-labor O&Mwexpenses.'o -yearsgj98& andf1985.,h

£ ....A

dther party .expressed,. any;yiew-pon~escala;,on-rates.-ﬁn

[T P PRy

©c The:;lador inflation rates .are Jda accondance. with the

P R T T ,_J» L

agreement signed by the Applicants and the union for a twoqyéar - fq;

L e w s ) g

collective: bargaining. agreement- commencing April. , 198& :hrough

J-\J

Mareh 31, 4986.~~mhataagreement«includes & .5.5%. wage,increase oz,

P A

April 1,. 1983 and. a, further,inc*ease 62.5~O,,an Ap*il,J,‘J985.‘

.t e e b JNIE'S

aceount for the April 1st wage increase dates, labor inflation Qasa;,

- -.,;n"

alculated -at 4.325% for ,c98&”(5J5$~‘orn9,monthq) andq9.456% ’o* 1985 ’

‘-wn/ -

'(5 5% ’or‘;he~198n increase.pluv,s.op,ﬂa¢,9 months of- 1985)~~“,

R D IV P

-recqpmended:nodi"equréducer

-
-

Price Index- (MPPI>wuo~estimave.non-labar Anflati on.wwmhese,nazes are
3.1 and- .8$-y9r~y9snfamd.1985y..especMively,_whdch whenncompounded .

. ,-.--.....,,,....'.

result :dn. 3.1% and . 8.049%.-for ~1984 and. 19%5, reupectively.;«mﬁ .

T w

(R ¥

b -
i

A R

I
e W o e e

e S

vhor - r - - - =
20t nnl IOWEE Rate Of Beturws . 0VITIRTILs Siisol np nas

' . N - .
"~ - »«\,- r ir.:.ﬁﬂl-,.t/-/ ,m»- -;.;,L- R

Briefs and{przev‘de e on"rate of Qetu *nHas beea’ prcvided'ﬁ“

nen i

by:XbSircants, sta:f City 3¢ L3s ‘Angeles, 'and Califdrafa’ “AssSefatss

s ey ﬁ--nd\ N ,,-.wr-mm""

of Utility ShareBoiders (CAUSY. Ir ‘addi Cfon® Appii cants’*poliby:°""

»

witness provides insights intd the related area of risk. AlsoJ“*“‘cif

Applicants sponsored the testimony ofifanc” ack*owledged expert in the
natural gas industry On the subject -of sk-~ 5 man

-
.--«w,.—-u e - -\.«-14 o'

o -Al’ﬁpa*tieoﬂadopted Applicants! fimancing, pla and capital

L
-.l-»ﬁi‘ 'hf

- w.a-u.-

structuﬂe-fan-bnst Vear L985.~ aruief if:er, howeve »-25-.00 the

_,w,-_\.nv FR - n./...ﬁqu\/,.-l"‘v-y

cast-rates*ta -De. assigned the .varidus, elemegts of. capital. These

I

- .

[ Y e T

differences focus ma‘nlyﬂon the embedded .cost 9f_wong-werm ¢edt

L T A ] b

cap‘tal and the required returz o2 eommon equity. A summary of tﬁe'”
pos;tions_af the parties follows: '

-
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RATE: OF RETTRN RECOMMENDATIONS.: ~znpcil
: © TEST; ¥ZAR: 1985; o
(PERCENT) ;i »

APPLICANTS STAFFL.- ~-
COST  WEIGHTED

CARPITAL COST avzzc;mzpf L COST
JeosTeiurinpare StioosTeTaiel ~ COSTS

ITEM o
""..~~'.~.r_~' SCEYEA G ROTLIITMILD nmIscTiih ool on S '
Long-rem Debt, -8 5239 a3 S5
e s vuﬁﬁyjﬁg Znor

. 37425,

Preferr ‘Z'T‘S't"cfck S : Ll on
. "7--/9“" 15','65-15 L4C 6-»3-6 5% 'J.§”4.9“

* ..».,¥..,'. T
oo oow T

N

Common. Equ*tx_ﬂ o :
1380% ¢ cne o2; 12.61-12.82% <

d ,.‘\u-lc

R PPV S
s ~ .
- PR

POy Y
Sl N

o i,

.
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A. Lcng-Term Debt

Applicants propose-Test Year 498513ndw19&6 average long-
term embedded interest costs at-11.88%and 322 percent,
respectively. Staff estimates thesexébétﬁltc be 11.60 perceant for

1985 and 11.82 percent for 1986. City of Los Angeles estimates 1985
“debt costs-at~11l70~pezcentll ) Z”f'?:xfiﬁ

n/' b

-rn--—(- -

Cimain Thewdetermination of: embecded-lnterest ccsts 4iffers i
between the parties due to differ 28 atsumptions as to futu*e long-

C0mal

-'fr\"" e T e

tern interest rates and different treatments of the benefit ‘rom the = 7T
Income from the Discharge of: Indedbtedness (IDI)..- i “”‘“:“ﬂ”ﬂ‘

-~
P e e
B ]

—— ——

... 1. Future Long-Term Interest Rates _

...,... -r" - d.,..m

Applicants estimate future interest costs of long-term debt
for: SoCalsagt: 13.5 percent im: 1984 and:;14.0 percent Iz 1985. . Szaff..
uses‘12 5 percent and, 13 o] percent‘for 198% and 1985, respectively,
erIe“City of Los*ﬁngeles estiﬁétes 375" percent’intere't for vory
yvears- {Exh 71,m$J*33)A_ All parties @gree that at the time a 5T
deci s‘on is reached in this proceeding the Commission should adjust
the embedded cost of debt By any known changes. in costs and nust use
1ts best judgment, dased on conditions at the time, as to future cost
of long-term debt. During October of this year, Applicants issued
$60 million of 12.75% Eurodollar Notes. This financing is refiected
in our calculation of the cost of long-term dedt. For 1985, we
conelude that a ’ong-te*m interest rate of 13 percent is a *eescnable
estimate. .

'2. Income From the IDI |
| In Applicants’' Test Year 1976 general rate case (D.86565)
we adopted a policy designed to share the denefits of IDI between
ratepayers and shareholders. Until thi s p*oceeding, 1976 was the
last‘time.that a full record on this issue was develcped.

IDI is created when Applicants purchase their donds in the
open. market at a discount from face value %0 satisfy sinking fund
requirements., Waen this'hatpens a gaia is reallzed. Zt is. our
stated desire that the benefits from these gains' be shared bet tween
ratepayers and shareholders. : . .
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‘SoCal argues ‘a2t pages 27-28“0:‘ £ts brie

"" n"”r‘-v el o

v sharedTzizThesgaiaritsel? and: theﬂearnings Q8 nuTli:

,,_ - the unamortized portion of the gains. By .. “_,
*T 'Commission” decision’, IDT mUsY” be amortized over ~C ¢
crthelifelof the: 'rema:i.n..ns issues. ,”“':us.,.-eam...nf; v

,on the unamortized IDI is .the only benefit left L
o share (Exh. 787" o L&)."“ SMa ATt ot i

TSEartTs metHodoTogy Tor calcu;‘urng“coSticT“&ebt”“‘
eapitalsover-adiuwsts: for IDL.: "'t’ has:; the effect -
, Of double counting the amortization of IDI gnd,
“4mt addition," gives 211" benefits~oh-*he~*“:3"
wunaneortized:- DI -back £¢ the: ratepayer.. .
Accordingly, no benef‘t« are avaliladle to SRe
shareholder. Indeed,” the shareholder Lsw~ i =077 v.onz
economically d*sadvaﬂtaged in that he -ends VP QW -
of~-pocket. for the funds that are advanced”ﬁd*“ﬁjfffﬁ“
purchase the ‘bonds ‘aned create ‘the gaiw.~ V= VAL v
Perpetuating Staff simethod .ol caleulating ‘=04z,
Lnterest. costs and over-acjustiag for IDI creates
e epe tgituation where ‘Lt ¥y In the sparenolders <"
R .bmbes*‘*ntere*“:noc~to.Hund .“e"mazket~purzhase;oiw
‘ nking fund bonds, but to simply wal unt‘l‘whe )
. inking fund date and put up face val ue in casw-"%7
< Under2that s¢enario, mo:gains Wwoukd -be created,~s -~
for. :;v.x:zy?:»cciy,~ but, .on _the other hand, the\{ﬁ, . i
,haréholdé*‘mu notv ou.—c.-pcckeu a's Heis ‘BowimIL-TLY ‘““i"

"
e

NN

7o

Afthougﬁ*vhe ‘stdff “argues thit There W§ dn ‘additional Tasy"

£low bedefit o tne” ‘sBarebolders we agree with*SoCa S gELs =~

LR,

adjus;ment and directmuhau the SoCaI recommended mecban**m be’adopteGU*,

ro-

o,

- '—JA~.-~~ ' L‘.ﬁ‘hﬁ s, o e
which’ resul zn aa addit*onal 79 bas*s po:nts**nc*ease *he“long—““~
’?"”-f'—’”.CIft::;:M: inoInoo
term debt cost. e i : e

Sy - R A ~

3 come:‘ciaz '“'aﬂf LoanmhmA e NONT LT WL OeN, AN D

-

TV The~PLGS Commercfal Baink Loaﬁ“is a2 adju aglex"ézééfoéﬁlz -
keyed to the Prime Rate. Both staff dnd APpriciats ised‘andssunée s’

Prime Rate of 11.5 percenc for 198& throug* 1986. SuSéEquenz_ements

indicave that thése as sumptions are aceurat e, a*d“w*’“"be adoptedu

e i oo
Pl T o

?re’erred s ock D vidend costsnuv [ :.«:r.l : :«.-‘A« ARSI S "’.".".’ZC"'?.:" .

W

“fP"AIthough”a very zifor ﬁSnetaEyﬁiteéx(T*BééféQpéﬁntycsz
differences betieen SoCal™2nd the“staff s'meéthodof calealass é

. . . ~
. B
N “ P
" ) E
'« . Lo
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preferred ¢ivi idecg cosy, for the $60;million, $10.Series Preferred

Y am e d w Al e e

Stock are clarified by SoCal.iﬂihe sca,ihreduces vhe value oiithe

L -4...,.-

preferred stock by the*underwrit ng feescand: comm.ssion3,~however it

e e P

does not consider the expenses associaoed‘with the*sale.“ScCa’ also

[N ) W el et ame b LA ey S e

persuasively a*gues.cnaf the redemption_featurestof“the* e’erred

-

stoek give it the charHCterisuics of debt?'astrescribed oy *he

. red ot uw

Securities and. Excbange Commission, and all expenses, associated with

N L __:--uwwv~u.‘u PR

the series shou d-be treazed-as such. ’””heﬂstattnhas:failedsto

- u.,-'-n»..n%-»..,,.m\,.. ,.,q.n by

azortize the cost associacedmwioh this: series, of preflrced'szock._.We
will adopt SoCal's posib“om which: ‘zas the ef i‘eclt-‘fcf? doereasd the

:“f - gy 1 - e b e

.cost of preferred stocx iromuEsQO tou6;§1$~;"”‘ : ”} ﬁ”"w'.
Return o nquuity (ROET“ : SUREIILVDOLIL
We have previ ously.sta ed inﬁDi83-123063'CPG&sy

R

D. 83-12 065 (SDG4E) 7 respectively, thatiour obJecsiv ,U.;scc'oc

] - - o-.‘.., -y s

uthorize 2 *eturn,uo commonfeqnity'owners that wiIl.be commensurdte

with market reéwurss: cnmtnvestmcn*'having ccrrespoﬁd;ngtﬁfs£§~during

o g I Nemied omg T ey .- - o .ﬂ"‘f" “'J-mr"‘ - »a o
che test . d ciimy rlow ylemliz ool ocur o, unAcY bagh galiviz
vaeé test perio -.ﬁ. e AR T T STRNT STP ,_‘.,,__\‘ ‘

-~ ~ -
-hvb-ﬁ'

B N Y] _\.'K....vd

In order~to uccessﬁdf yuaccomplis“'this objecdbve,‘we
further outlined the th*ee maior conside*atione wh ‘on guide us.;

- ..u./.. ™ - oy RN IR IS B T
These, dnclude:. . cT),recogni;ion oL -the valid‘ty of ni gdp-emiums-
(2) consideration of—che degreeﬁoi chacge‘io she sk p*ofile of the

oo W*A—l-,-d A._.,,

utility .overy time,,and CB) thepjudicious ;ppiication and R

LR R
o

v-...«. - B P At

intecp*etacion ofﬁfinancial models in qualiiying "isk asd ohe ma*ket;

JER [RPRV R e A o

cost of capit al (D. 83-12 068).

, <n this proceeding the quastitativelmodels otfezed w
1) Risk.Premium, -2) .Di scounved [Cash .Flow. (DCFTf 3 CEBK%&T“hsset
Pricing Mocel .and. companat Lve . results.uﬁ ‘ '

al e

zfiaisk LPremiva. - T -

W - " qa- ,,-.h,-..u - bt
s

R B
R LA

e - ~.~£u~.,~

B v,
o« W . A - P R ek - e w

- .2-Lhe risk p"emium appzoach recognizes that the"e are,

S L RO - 4-. i

differences in the risk and retura. fac.ors ’or,_nvessors holding

e o T P P

common s3tock.as.compared to.bones.. The risk. aif eresgial Detween

PR - o

common - stocks aad. bonds_‘sdexpressed as.a p*emiun and is. added to the,

-~ e .«.w\.}d.o ~--*u PRl e a e
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®

estimated; costr;ol+a company’'s.long-term-.dedbt-to.deternine the, .-,
required: return;on-common,;StocK.-~An average.risk.preaiun.over.an

[T

extended time.period-is.usually-applied to eliminate~the.variances.iz.. .
' the premium-observed over:time,-however,- there-mayp,be ...ns.ances wher e

more *ecenxly-obse*ved~prem_ums are~more~app:opria te-in-determinings .-~
current investor expectations. - AN 1

Lt r
-,

s =2 The: ROE~ stud fes: developed- by, this: znethod were. presented: by~ ..
SoCal;~Stafd,: - and CAUS. -.Thel risk premiu...s developed- by- each. were-.,, _~.._._-J.
remarkably: cons*'sten»z ands are: as<Foll .

og fnaim Ave.ra:ge., Risk:Premdumics ;-o0nlc
oo m~1-0- Years. = 4447 ~-

dnull wre Sryeansing s .35,

Py
Py

~a
hrt WU

v-u.-l-.’.- ~ .

R T

o PR

A~/~~:3"‘Y n_~m 65, .,0.‘.......,,..,..,. - .

. ears;~ 2~ 2.65 00 ntunagncs oo

nar SoCal:and: CAUS: then made a. judgment on. . soze, a,ve"ag‘ng
technique and added; their &ong‘-‘cerm-z Ant ' SK. preaium . .
'to produce aoange.. . The stafs: 'ckxose‘.c.tl-:e B-year 2% zu're‘ of: 2:~:5 e 20 add

to its interest estimate of 13.0% %o produc.ze;;xS;.ﬁ;", v rate. Q.gire;grn,;qn;';,;..,
equity. .olan Siwonn ownl ol

p,..;.’. e, Y e ,n - P LA » o, ™
. L S

aln Ny
A i Myt e g e o - et T O v e THia e

: w17 ‘The: raverage: pxre'*ium “or- the :most; recent. 3-yearn; perioc.is -

the most reasonadle indication o..‘;'cijn,v;estors'- eurrent expecvations and
appropriate for risk preaiunm analy;s-:f.,s;.-' <his -premiun appears o

reflect the change in lavestors' perceived "'-ris)c—of investments Iin

bonds as compared to eqdities. The do:.ble—d.‘.s.‘.‘; 'd flation rates of

the 1979:through 1981-period.in-conjunction with the-inecreased
volatility .*..n bond prices that has resulte d from finazcial e e

R

deregulation and“chaﬁges*in:tede:a’-r'-'(e:serve policy Jhave. ..nc*eased the-
risk of bond invest ment*“f“rhese c"'a..ge..,' '*"n"'he “resK ‘relationsnip of

B Y Ty LAV f.-.u- ..‘\J-.Jnduatb

bonds versus: equities navecresulted:in-a dec*ease -dnethe: equity r:!.s;c
premium over recent yeanss VETATL almutun Wil :ff:*“j.f" e
1C.'¢vuvl\‘ v e P we N..',T} -v ”’H" Lo L

lrinnoo
Discounted~Cash- Flow: =ninssnc~ posizoreeows ‘nmolno vl
A second’methoc used; bot*z “by-the st "f ‘and-SoCal was the

PR
& L R AT T X

DCF method. The:DCF: mode’ recogni.es §;5§5§1§e.cufren,nma:keu price

LS TN

.of a share of common stock” equalss the-..p&esent:-va..uevof%he- expected

|
i

- 13" -
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future stream of Rividends’andithe fiture-sale price of theisharelofil:-
stock, diséounted-at the investor's discountt rates’TThesdiscountorater o~
that-equates” the” ‘marketprice of the- stock—.o~the«pre3en*6vézﬁe ofznuiye
the“streanof cash receipts representsithe’ expected ratesofsreturans 5
The Dc:amodel~volves for=thesinvestors:discon itraiéﬁasifollowgcwﬁ
, =D/P « g LITSLTEIZOCRC mOIToval 2nomels
wheres the’ investor™ s~ di scounuuramef'*) 18] the: sum: of< Thel expected
dividend yield at thervime  of purchase {D/P): and ﬁhe~expec ed‘grow:h ot
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capabil'my to meeﬁ seasonar‘deman¢;”¢’y ‘ennhance tbe”possibil**y~o’~~-*5

acquiring and masntad ning addit onai “Spot~darkets ’and~*hoﬂt-te*n~1fv¢*

incremeavs df‘gas supply”which <5 the absence of-sudh’ “addfttonal "

»

sterage capacity ﬁighﬁActherwise Yo lo«t"to Cali'ornia,’an¢~-*51 R
(%) prov*de “seasonal” peaﬁing storage St - m*nimum“co§f. STn £rec1970s, -

P e AN R

as ‘previousTy dfscussed; - SoCal “Had “Yeen éxpertenct ng*a~decr“new rithe "

~ o T A

gas suppl*es avaiIabIe ’rom“’radit onal sou*ces, consequenv- 5 tbereg‘“

e o~ e e e v

was less primary supp;y ava‘lable to meet extreme peak-hour and < TE DLl

r-v,u,..

extreme-day requirements. “htthe time “tHe" Ten~5ec ion project was: ~°-

,..._..-w

1nfE fated ad‘tional gis éuppl*es avai*ab to’ Ca sforala s"éié”**‘*5

,\,rvm » f«‘ﬂ" 175,“....;,-, .

utilitfes were ’o“ecasf to” con nue *h sharp decl‘ne *w*th the

o

estidated” ex.remeﬁbeak-day celivaries by~winter of 1985 [ £5° 1986< bedag

10371 MMcfd'an&'an ex reﬁévpeaﬁ-hou*"supp ly Barginvwithout’Ten Secti oﬁC?

4 .
" o .. ._\»,_ N . e -

T oo - o, -,...,,. P
of m_nus "2185 uMerd”  ' RESES nTLowiomiinn ST Llnlpine enT

fy

PR A
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. . In additd

fv—OQ to escalating. costs .and: withdrawal by, PGLE rrom
the prcject the'level oe extreme*peak—day»gas suppfy ava*mdbre Lo

; F—f"
—‘u-\. u- -.v-nv-a--;

SoCal was increasing -8% gni’icanbly beyond wnatnhad:been.an&icipated
by SoCal and the 'Commfssion “at €he time Ebe~projec*-wasﬂcercified in

June 1980. ?urthermorevuav;the »ime_o .SoCaimandlzﬁﬁs S idectSEon o
discqntinue development “of‘Tén Section; there were fmdi Sadtions that
inereased” utiIIzation couId de” developed £8-exise ﬂgcstorage~f£elds'”"ﬁl
in the PLGS/SoCal system. Tbus*.he comBined ‘errects tor gas supp1y~~i-;f

[ N o

requ{remenus and'3uorage;*mp*ovemen.s, coupled*with*°f& S St adrawal |
and cost® factors led to " the‘dec_sion“by‘PLGS/SoCal -{n uheUSprfng of

- f""r‘
e ataininleiat LS

1983° o " 2bandon” the Ten“Seetfon® SproJecivatnerRe wo polyled L lewssidilv
SoCal's Position ‘ PRLVEERS
In orcer to undenstand-SoCal's position:-oncthispissue the
effects of D.82~12-054 musts be"eviewed. -That.decision, .which was

—rmh

SeCal's Teut Year 1983:rate- ca»e,Jprovided -that .Ten Section costs’
would be removed from rate base and placed i3 balancing“accounts for

inal-determination:at aclater:zdate:l A%~2 resulL,stwor balancing,
accounts were:establishedf~one: or: Q&M expensesqand~the .other Zor, .
acquis‘tion and ~mprcvement CO8LS e P

'\‘4'.‘-‘/,'"'" Teo™ o ol -
TLmndn o nesnminn J*v-.cdc e,

SoCal requests that it be allowed to recover:the:so! tals;
amounts. of both:inzerestmbearing'Ua;ancdnggaceeungggemp?zgzegfover
four yearstand:also be allowed.torcontinue to:earn;in;eres;;pp thew .- .«
. unamo*zized balance. as~shown.in-yxnib.z»5::: TaIlmLIn ane

A e PPN Yok i

JomSoCaland PLGS: Propose;the- continuation. of 'ohes—e
.. Dbalancing, accounts whieh haye_accumu.auec p’ant -
"¢ land” acquisition ‘costs @St well as-actuall operating-c TLLaL
.7 expenses associated ‘.;hrtheaﬂithd*aeal 0L 8BS »iy Mot oo
and the revenues authonized in Deeision No....
B2-12~054 “for-Test Year 1§83, ~ I addition- Lo
cos:swcurrenxly.being,accu~ulated-xn‘these»-;ag
balancing accounts, SoCal and PLGS propose | '
inclusion’ of'future“abandon"eet*costs*“Pt of -
salvage value from disposition ofi:ther field. .
- Ais further proposed that these nverest bear‘ng
‘palancing -agcounts be amortized: ove*"uhe“fburd'=4“

yearm:perdod 1985 Lhrough 988 The: above o

~or, e
- o

Y
L e
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E’efr*bpd;e.e”cr treatment is "cbn‘e}is‘t’én‘c" ’wﬁh‘ BT omeiTaiis

]
o e

CmEtntaided while p»ovid’ng a p*ec:se—meansﬂfo“’**itf
s . mecovery .of :all .appropriate Tea Section costs.T.. ..

- Revenue Reguirements Division (RRD) Position. ... :
: The RRD :looks-at the .Ten.Section.project. -as, hav:!.ng thpeeﬂ
separate .COSLS components which m.st be -kept dist*’ net . Qof _rat emaking

-

-~ e N

™ e~y ,’,,
R e b

S Y

r-l.\ﬁ

.J. v..cua—-ub—-a - e -

se are (1)~ abandonment of.plant iz lserv:!.ce SR

1, e
N A -.w\.ds. A e “l o

(2) direct »cost o.-ﬂconstrucgion work_in progress, including AFUDC and

Yo ey oo bmb

- e
-

PR PRRSSARA A A

(3) the.operating and maintenance oSt associated -with cushion,.ga.s

o PR g

withdrawal. Relying on extensive. Comm‘ ssion precedent RRD recommeads

LRI L

o, orn
e

[
. i il i et b ¥

that Sofal recover: R

~ W Mo

72ciCost ofCabandoned plant-inliservicess I tuin
“ 20-"Direct-costs’excluding” AFUDCTaRdILT ~i7

'""32 ”Balancing account-interestiearned:since’
LiaunacpdRRVRARY -1, 1983, -0 Lo L oL L Lol

- Pl LG o 1, il e

N
e

:"RRD-alse’recommends that SeCalramortize thiscrecovery:over::.”
four years without” interess:ondthe’unamortized. balanece, and ot ninisno s
recover prospective estimated adandonmentieoOSLSLIL LIS LS AnsZinl

>, -
e e LV LR T I I

LegaliDivision 2057 23 iowalll nd fl oS¢ szanuene abel

~ ; o
FE R A R W R o

Fe oo Ay

1S The" CPUCT Legal-Division: staff. w:.'.éws:*thirscm-og.ecm dn as 2o :
i“ferent 14ght: " While . SoCal and: RRD: view: the. first injectionm-of. ~.
cushion gas as the startiang points.of Lts:Mused and: useful™™ naturesc-. .
- the Legal Div...sion» views’ chd.s as‘”a preopera,ﬁonal“expense-,.Lega.a.

e - ‘Q"/‘*FP/‘P r oo

Division compareswhe. e: mated 1979 expen.,e. p::.the "ir,s,u“ stage of

R

$142 million w:!.tb :.he $2T' 9’ mi‘.LIﬂion 2morns actually::placed Zn rate
-J«\.’H"’? Yo R R

base in Jaauary 1983..aad uco'nclude.,- bbat ;hfs proiec”t neverT:_wa;s
sufficiently operationai‘ to: bp‘used eud uvet‘ul. ..Legal ,Di:v:.‘.sion

TonLmr T - la.«._; - 4-v1.-nr--" “ n_’ .
therefore recocmends that. Lhe. bala.nc.apaf 2ecount L nnere.,t:h ~from
January 1, 198‘-" be -disai owed ?:‘.‘:fi:::::) :’: e ~ R AT LS

" ry e ,.4.-. o

It 15’ ‘atknowledged. thats Stafers po,...z: Lo L% thAt the Ten

0 I e e

Section project was "used and x.se‘f‘ul‘” fromithe :ﬁrs::.in,,cction ‘oﬁ .
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cushior gas and thus SoCal i3 entitled to earn a return.’Legal
Division, on the’other handy <n-briefing, vigorously-opposes rate
base treatmehrt-of-this:projectidespite D. 92897 which placedSTen s
Section 1ntd-rate~base." Tegal Division arguescthatiinjectlonCof:viri

-

cushion® gas” was merely a preoperational’costiandidid notirenderither:

facility Mused and useful™, “therefore-SoCal- is notPentitIed?toearnta
Lty LoDans uow molsoe G T AR LD
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Ten Sect:on has never been-zused and usefu*-~asz§:;egglggng;;ﬁ,‘ﬁ-ﬂi
underground:storage:facility. ~Cushion gas.was, injected, in%o. ..-
therfield~solely to:protectsthe;viability.of the Zuture, sto:age
projectcagainst:the;intrusion,of . subsurface.water, .For,us, ao,-.‘
find that Ten Section was used and useful woulc.be akin,to. .. .
finding used and useful the walls and roof of 2 powerplant into
'which the generating eguipment had never been installed. The
withdrawal.and sale of cushion gas amounts o salvagidg\what.
remains of SoCal's never-completed facility; it does;nét amount

£0 regular gas storage operations at Ten Section. SoCal atteﬁpts
to distinguish this case £from our recent treatment of. other
abandoned‘p:ojecta by pointing to the tangible assets - land,
wells, pipelines =~ associated wzhh Ten Section. We reject this
argument for‘the plain :eason that these assets have never
provided SoCal's customers with their intended benefits.

In D.92497 in SoCal's TY 1981 rate case, we placed a portion
of the Ten Section costs into rate base, on a prospective basis,
an action that clearly anticipated that the pxoject}woﬁid become
operational as'planned by the p*oject Proponents. *t‘iS'ao
longer our polzcy to place major projects into rate, base on a
prospective basis, before they are operational. Bu. we cannot
impose such a poiicy on what is history; SeoCal earned its allowed
return on Ten Section in 1931 and 1982. To attempt to undo that
fact would be retroactive ratemaking. When the original plans
for Ten Section failed to materialize, we;:emovéd the facility
framrate base in the next SoCal general rate case (D.82~12-054)
and placed its costs into two balancing accounts.. The Zinal
ratemaking treatment £or the balances in those accounts remains
a live issue %o be settiled in this case.
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Because we have found Ten Section never o have been

.,..-u’qu

"used or useful”, we will not allowMSoCal +to earn interest or a

return’-on the balancmﬂg accoants estabmmshed in D.82-12-054, .o~

the period from" Uhnua:y’”"i??B, L0 the completion of cuahzon‘;*

gas withdrawal in September 1984. To allow SoCal %o, recover such

'\-\- vLJl—-A

2 returnwould amount!, intessence, 1oSalviolationsof:our prxnczple
of not allowing AFUDC on abandoned projects.-:iicunzsl waol s

-l A R W R -
,’v‘vh:‘\_ /uhl:)\ )"ﬁ.J', ‘-‘ﬁl‘r‘. .

v The recovery- of-the—other-costs-of Ten Section” will be

in compl;ance wztb the recent se:zes o:ageczsxons deal.)ngzth-
PG&Eh‘pr;marzly Dﬂ83-12-068 and D. 84-Q5—100. SoCal will be

f-l'qﬂ
o ST e o W, e TRl N L

allowed to recove:_;&at portion of costs and zmsrovemen:s in

pied
A

rate base ;n January l983, the January L, 1983 d;*ec* cosxs roi
yet in rate base, and the assoczated osM expenseﬁumzééa%ze:, SBCal
will not be allowed to recover the assoczated AFUDC,s0noeasn ~
interest on the ‘unamortized portiom’ over the&;ouffyeaz:zmbztizh-
tion period. Prospective abandonment costs will:nd‘”beexecovo:ed'

S ) Fow o Y (rmrae ™ A R

at this time. After such ‘costs actually oceur, SdCaliﬁay *eque

Ll

their recovery in a future rate case. wvrsmoins o U7

L o late e Tol Tl

7 We alselnote that in D.84~1l1-1l6 issued Vovembe: 21, 1984
we authorzzed ehe sale of the Ten Section zxogect.g Asuno¢ed in:
that decision, the proceeds of the Sale allocable’ *o” SoCal will

of‘set ‘the above abandonment costs to be -ecovered,, ﬁoCa' is >
znstzucted to p:ovzde our staff with the detazls'o£~:he5;ale as soon

r-r-:u el Y i

as the*tnansac*yonmxsucomnleted. SR Saut gl

-

' The table below shows the difference, betweenLSoCal'" S

H
reguested: and our aumhorxzedwrecovexy'amounts. ze :~F
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2 ,‘~~I'I'!L ITA(A) ANGTS , .and.- Rocky- -Mountain - -
~sITA'andTITACA) ~ solarmmpmonal

u..u_-,_- -

sxo oITA wasi arpartzernship-between- Nomhwes‘.: Pipeline-,.-m -

.
ot

Northwest -and PITCO'--.filed .an ~applica Lon-in -»F-ebru-ary 197&#:.1:1:. ~the o
then Federal Power Commission (FPC)~to comstruct.a pipeline fzom, the

-

U.S.=-Canandian -border.near.Kingsgate, .Brit ..sh ,Colunbia, :to: a,.po..n.. of
connectionsof :Northwest/s existing system,near, Rye Valley,.\Oregon.,,_M_”,,

e e e mah 2

ThexITA pipeline was:proposed.to.transport %05 W??égﬁ?faé%??e’?é Siive 53
supplies with:abouts50%: intended for-the.Southern:Califoraia,zarket. ..
Thispproject~terminated:in late 1974 .when,Pan Alberta Ltd., the; .oz
intended Canadian seller of Alberta Gas w;cancelled-_ﬂ s-agresmen&: g@;h:“
ITA due to an increase in Canadian gas requiremen s and azlack of .
regulatory.approvals. ., SoCalls witzess;Eobne. testified that.this
project: was, the- first: of- 2, series. ol proposed. .p‘ro.jeczﬁ.., -to‘ bring ...
Canadian: Ar-‘cbxcacas—!cor Soutkern.Califoraia, an,effort. which_,,_q

W o e

~
-
VI

. .
o~ (2R o
- N L

culminated: in-an assured:. Wes-bern- leg, for. Alaskan. North, Slope. Gas-.- -
This trapslated. iato- assurance: o2 ihe "edera.L level, tha......n, the event

[ESWIE, I

~

made .;to\-;pe:.:We,stm 'are_aa.g, ~T DU s e R

-
M w e -
¢ Ve JARVERS PR -./"‘ ...wd-n-..-u et

o lol ;:*In»'Maw-'r‘lQQ'l& TA(A)_, a;partnership. between, }’I:IIC& az‘:d_:va
Norhtwest ,~ L

pipelime extending: J.':rom - ;point- :of connect:‘.om w* thq-bhe .proposed Jpemen
Arctic Gas Pipeline.-on--the U.S.~Canadian border .to. the »N-evada- “it mmmiw

> vvma.;

. [

California dorder..-:This prqject; Was anotber. predecesaoxk To. the.-.

o

Western Leg:.and was .proposed.:to dring supplies from the. Alaskan, : ,a.né o

LR

Canadian . .Azctic -to Southern. uCalifornia ¢ov ;avert antioipat.ed “uz;ur-e .on

-1.1-#

curtailment -of Lirm :l‘qad:.:c‘u..c@ge:g. . PLC . felr. d.‘.; .wa&—neces ary. o,

have an :iavestment iz -Doth .projects. because A(Jg,),. .waa meaLly an,
attenpt to have a means to bring t‘ze P"udhoe ’-‘ay gas ..n,to soutl;grgnz .

California. PLGS had an ag.ree:nent at that time’ w:!..,_h Arco which gave
PLGS the right to negotiate for a sizeadble quantity c;:.'_r,-c‘o"'g, g3s in
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the North Slope. SoCal and. PLGS Fad o’ ‘way.lat itpat_time t£o. gef -the s
gas down from Prucdhoe Bay and were interested in the TITA(A) ‘project
because it gave‘ “them -2 way“to move “the-gas and to persuade Aréo and

all the producers JiRCené ‘North Slope-thatsSouthernrCaliforniarneeded 20
and was fnt\-r-es"ed in the —gas and was«w* IIing 1f0neces..ary tosbuildtancy

o ey - e T

-~
~ - -
P 4 ;""‘““’ S F

FRT -

| B -*In 1976; an “agreement -was - reached-between” Pacific~Gas nele ST
'rransm:!‘.ssiox;“Company (PGT) TEPG&ELYand P-I‘ICO*. £o ecombine” vhe_r-zgffort E Jofatoge
to build éféiﬁg’ie?WeEEé;ﬁ Leg 0f the Afrctic Gas Project to serve bothu’~
Northern and®Southern- Californial™s This agreement’ consequentlyw =2o:l5507
negated thé need” for-a” separate ‘pipeline to“Southernt Californi a,vandu-u
the“ITA(A) ProJectiwas abandoned. 250 il o mollas msibrazl nGn

A v *" - "

e gy ke A e e Gy e e e e e L m e m o s -

b.ﬂ, 'ANGTS“’ COa LSO nmuTIpaen UL DLLZLNLL DL LnEumon:
e —

i *3:‘6%%-:‘-;. &&f'sébar“ aha-’f-?'ﬁcs:ﬁ ‘r.S: séiﬁginia;kan% irc'mh“ smo'p'eo gaéz:*f“—

Pipeline P‘ro\je‘c‘:. ‘which- wasm“und'e-d"‘ ‘th*ough-"' ‘the’ GEbAv p-roc\edu' Y. “.‘”f Inc- _
Ju..y 197’6""3 .’h’éc‘ ﬁc'!aﬁ 4 pel:f.ne- pr'oposal~ to tran'sporb gas ~5up}>1“ s fromly *.

- ;‘ o' P

Slcpe 'Gas to the lower lt8 ..tates‘as LNG. 1In Oc«:ober ’1?77, fCong-ress g
enacted the Alaska Naturals GasiTransportaticn ACY, ‘recommending tha

the Alcan projecy be used to move “North' STope: Gas to ‘therlower A48: x‘r.”.:-f
states. "'hu's”,* “the Arctie Gas Pipeliné Project was ve“mina*edw T larin

e

Mareh 1978,°PITCO “oimed "the Alaskan Norshwest Natural:.Gasi -5 =57 siso7:
Transporta"‘ion Company and formed a ‘partnershiy -~respon's‘£b1e/ orinmitilal
designing, Yuitding, Fnd op-era‘a:f:ng Ehe Projects whfeh had Weem s  nnLIol
officLatly desigdated as ‘the ANGTS.: " Hohne ‘testified that PLC was Lmrril
total 5\5915’3::‘6: S PITCO" S Yrvolvement 45 £ELS ‘profect Betatse. :a't“) par it
time ..hey’ :'eﬂ:t' tha.t *t:hey ’despet‘a"' Cely “needed vadd:“.t«ional‘ "long' 'e 25 oven

suppl €50 Smatral gas i Fediung wir gning or cnoen
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ra :.;u

the planned start-up date had .beer delayed until, 1989~ dne "o changed ,;

-/-, - e o .-,.1'

In May 1982,ﬂpartners A= the AVGTS projecu announced tha*

.ad-u‘-dh/n'., ...-.n..-.-..o‘w-.--.

R P \-._*u J-,.n- R

market condit ons. aad, the lack of de: nitive 82as contrac,s .and

;
. ,.- ¢,,.,, P
.,...-.-.—\-.«... Wt .iA--In"- et -w-.... "

financing.d Eonne_testl led that_the, partzers, on “the. AQCTS projeot o

- e e e e d.--»‘J .

S

N e
-.-.-v LW [Vl o

zade the deciaionfln Mayfof41982 that, ‘the project was lagging but v

4 l,--,‘-v.-..,-
e wy e PRSavE --..-..._\»_-,\ PR

that it wann'z .until. December of. J982wthau they presented a vastly

-
At

N . s..--l\-a PIEVReS

curtailed. budget,, for operationsfl As a. resul* o’ that budget °IlCO

o \v_'_.‘..

et NG

M e e W w_-

was oonvanced thar thehproject was going to'be postponed longer .han o

------. S e lw il -..../ s a ..,..,“., A
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Thus, ﬁhe Rocky Mountain are had éhe potent al ol becoming an
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credits, nadey toTthe-gas-supply project - entities L8345 1 m.,g.lion),and
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L profects byt inereasings ‘rates assocs a.t‘ed.u e oA
s~ suceessful- projects (Tr. 12/1384)... Furthermore_,
___no one (including Staff)’ has alleged that any of -°
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disallowed. (Exh. 51,.p. 5=3)..
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. fod, we find that SeoCal acted rea._-xongbly ln its effort %o obtain
long-term supplies in view of the “whreat of continued supp_y
shortages and curtailment of its fL rm custcmers.~ Furzhermore,
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SoCal/PLGS's decision: to aban¢on~these project:*timely were prudent
zanagerial decisions based on the improved ocutlook for gas supply,
increased success-with;the Commission’s mandated conservation
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prograns, and SoCal/PLGS's Talilored Storage PLOBraR e~ ~in s T anan
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These projects co mect”au~'except£o Lo ther rasedtand
useful"” principle as enunci;ted“D383-OS-1oo. Under that exceptiozn,’
only the recovery..of.direct costs is_appropriate. None-oflthese
projects ever reached’ fruition, they ‘never provided directcand. -
sngoing benerits, nor were they "used and useful"-in providing: N
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of AFUDC would be totally contrary te Comzfssida ﬁ-ecedentt“‘f -
During the proceeding the concern,yas ‘rafsed=thatvSocCal s

%l oo ha P o a-ﬂ’

seeking recovery for ANGTS as an abandoned érojec:,ﬁwhile»at- the sane

pAT

-~ -
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is no longer advancing tany: additional '-"fxmd's, L0 thei AANGTS project
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«-ﬂw-, [

wzth Qur accountxng staff‘thht,’p:;or %o the author1~atzon ‘of any

VROl N - .‘_-”'.‘ -«r,ﬂ '\")“'

rate recove:x,ﬁor ANGIS, SoCal should éémonst:ate cénclusxvely
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that the need for ‘this pro:ect no lonaer exzstg and thatszt has
not merely been deferred, but has been permanengly abandoned
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. Pacific.Lighting.CGas .Supply Company

. * " Summary of Earnings T
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Gas Sales . ' =$112 898/
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VIII. Owmerating and_Mafntenance Expenses

The next step~in determining our? test“year ‘revenue.
requirement~as. shown.inzour: eﬁtline on page- -is tosderive a.. .-
reasonadle level of‘operating*expense3z~vWevwiii follow our prior

outline of issues ralsed in the following order: e

i
‘....‘.-,\-n -“‘

1. ?ECS“Cbst of Service

2. Stopage

3. 'Tiﬁnsﬁiasion

4. Distribution

5. Cus}omer Service

6.

7. Market Serviceei

8. Administrative and General.. --

W T

9. Clea:ing Accounts . W"‘“

A

r"“

o
o

“
e, =" ey -

Within.this set of top_cs'ﬁosi céht*dyersy was in the area

N"-'r,

of Disuributionbexpenses, Market. Serv‘cee-(CQnservaxion) and

Administrative and General (Pesearch anﬁ ngelo _ent

A. PLGS Cost of Servic ponmeniE naiiAaen 3
.-J(;...,.,l R R

The PLGS cost of service was "esolvea in ibe previous

section to be $T12*898 000. EEE “""wﬁ-J?J iF

-
= LU Y]

»
Eadety w =

-

"~
- -
-

”
Eomh
pend

B. Storage Expensesi: copf erok A

L

. Underground storage expenses compnise-expenses for
operating and maintaining both SoCal and PLGS uznderground sto*age
reservoirs at Alison Canyon, 1"Z.aya de’ Rey, Montebello, Goleta, East
Wnittier and EHonor Rancho. These expenses include wells, pipelines,
compressor stations, and applieable supervision and engineering.

'_Staff_and SoCal have reached agreement on az estimate of
$20,742,000 for underground.storage‘fof test yeab 1085. - At the
outset of the hearing the only differences between‘staff and the
company were in the areas of gas losses (Accoqnﬁ 822) and'wells
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R ﬁ-n [ "
- ..u.l"""«-r.

'.Account 832). SoCal's estimate of 2118 MMc.. £ losses is an actual
annual gas loss based on a thren—yea* average (1980 1681, and"
1982). Staff registered no objec*ion "the use ©of this three-year

t-/.a.»--J_- h—#ﬂ’ ‘:..u —-‘,

average. 7The init al difference between 3va" ané Company in the

~ ey

area of gas losses was due so1éIyCto the dse- “or-gifferent estimates
for. themcost of gas. - *SoCal has stipul ateditolstafl's cost of-gas-.. .
estimateﬂof 4, 5436/MMcf as developed by staff witnesswceor'reyuwvﬁ
Melocggzgngh brogg§_~§oCal~aad staff into agreement on an estimate

for gasimigration losses. (i
C. Transmission Expenses noLinmess

i

“vl _‘f-

Lz Ihe*e»havevbeenhno recezst significact. additiops:or éhanges
to Applicant's transmission plant. This is consistent withm*he fact
that total residential, comme*cial/indus rial and“*esa e* gas volune

was at,its highest in 1972.. The plant, fas well as’its O&M“ 278
(A SVL w\lu

personne’) has Histor*ca’ly handled larger volumes than are cu*ren‘ly

Grisae o._»..a P
- ! - ;‘p-u fd
expected. Zew : SR -./~_ CA9E

. 2 The staff estizates for transm.ssionx V&M expensesd showed~ an
nitiéiﬁﬁi”eréﬁi&*betweebﬂSkh" and company ofaﬁS%&gDOO&:ckaxerac&he
total ag*eedpuponJ e
expenses for this item are $18 621, OOO yhich

~ ~

D. Distribution Tupensés“‘r'" ' S

The Compary and staff are in wide~disa§£€&h€hﬁlb55th‘
expense item. The Company bdased £
plus *ecenu planned activities. The ata" on the othe.dband usedsa

oo .

fou*-year averag_ng technique baeed on a ratio of Tabor ‘hours +o

Lo .

sumber “6f customers. Two-ﬁmportanu £acts to note are thati'the - -°

,,_,,,.

distribution. systen is growing at rate of slight}y’less“than‘?? per
year agd that dfstribution’expenses increased by 21% from 1982 to

1683. SlThe tabdbleidelow shows the 1983 inecorded figu:g asuwelk =
RRD staff and SoCal estimates for Test Year 1985. Thais. tab&e/arso
showscmhe'$10,§§§lgpo digggggp¢e bet ween—the Companxﬁandw-ﬁefstaﬁf

at
'V
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b D str but on Bxpenses,n
(Exclusivg o

g T
TR

- e -

| rmemon - (Thousands of Dollars) |
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. | SoCal's response. to Jthe staff technique is reflected in the
following quotations ’rom“SbCaI*a“brfer"at”pages*S?*and*Sﬂ———:'“'“

,m/-f- :.n,-.,«‘-.
oA L . , i

,‘A"SoCalGas vehemently ¢ sagrees ‘Wwith Ms. "Eytonen's
“““methodology and believes-it was“chosen to confirm:
her conclusions...Staff's sole.reliance.on~the .-
labor hours to custonmer ratio 'ails to consider’
such highly relevant~factors as-survey-footage,.:
oo numbersof leak:repairs,-age.of the. system.and...
.“waewly author.zed safety-related activities.

e Tt e -
,.‘_a—'\dhev— r ‘-. -

"™s., dy onen shou’d not. rely on’ an’ arb rar--y R
chosen, simplestic’ mathWematical: formularto arrive - 1
at expense estimates. Ms. Hytonen should R
articulate, at least to a certain degree, the, . ' _
aspects of the Company.s_operaz_oasasheidisagzees_;_n;i;
withes Ms.- Eytonen- re:l.:!.ee:b:r.n:.vl.e:l.y-<>:::f~her~--aM o
,,mathematical formula and failed %o presen* an’
“ explicit’ assessment as®%o why ‘SoCalGasiti-urisz
~dlstridbution expense ecximatee, e_pop TIATRING LnLEE mhnioAne
) ﬂeasonable, w A e R N A ] e om e P T

Lo ﬁ .. - -
u,-.u Lt "» f‘, .

“witle we agree Wi 2 SoC 1 tha* any es tima%e of dist ribué on* "

expenses must include "newly authorized" or panda ed actiVi%ies: we <=-7

..,,(' 4--, '-1-‘1-»\'-'-'_‘

.also believe that stalf w""n‘esa dytcnen "s ave*aging—technique"iw*

'f (\H/ r..vAa-r-r J“N-x-‘

appropriate to S ngffhe g oWEE 4n distribu fon expenaes‘back toward

et o a ~eers Ao . -

the rate of growth ot: he dis _qibp Loz system. We will ‘therefore [0t

-~ Kl I Oy W B L

adopt ei*her the suaff's nor <he Compaqy‘s ea;imahea.in totaIZfWE?"““
will rather adopt thoae est mates *uppiied”by“the‘s*a'f‘eieep%"’er
certain accouatsmhhere new or mandated ‘prograzs ‘hd "'bfthat SoCa"s.
estimate is more appropriate. | | | she-BeLTTas

1. Distridbution Sub-accounts |

Account 870. Supervision and Engineering
The greatest difference between the stafl and Coapany,in

this area. The staffl averaging methodology which results in a
reduction from 1983 4is not appropriate for +this account but the
growth (13%) exbedded in the Company's estizate appears excessive.
We will adep?t asla comprozise a figure about 7% over 1683 expense
levels‘whicheproduces a numbder of $30,612,000. | o

. Kl
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.-,y"q‘),-.. . —m'-n‘pﬁ,w e

Accoants 87k, 875 878, 879, 880, “4ha 88157

M-"\'-‘ r»""r'-p

‘aection constitute “the remal ning

"""~ r-"-‘ '» .- 4 P«U/\h'w -

A g o - 3

operating accounts.r In this area, the staff '3 me.hodologyniaimos*
appropriate and_ sta"'a estimates -wEll’ bewadoptedv~¢313"” o

RPRdvEe »\-H;- Ly s o, ,..:: o~ (;r‘ l‘lf«f"::“.:'
Account 886.~»Structure ~and Improvements, Zew vlnglid :dww

Thre sta f'v~averag ng techniquesufaiieduto consdde. the

_...‘.-a,,_,,c ~

PO """\ e Ta bl SR VAT

additional maintenance associated‘w;th six new d-stribut on” bases and

Womme = T ey AW ,,»/‘"

four new divisioanheatharters;r,Ihe SoCal estiga-e|-s adopted
($1’usu 000). . T:hﬂﬂﬁ'f ”33Eﬁ .Eﬂ :

‘. .-

Accounts.- 887 (Ma-ns) and 892 (Serveces)*

e

These accounts arevthe-pr;mary~accounts*tba’ aouse~the
newly-mandated safety;felated-activities_ The. staf f"didlnot fully.

ul e mas e e " e e

consider these prograans separately.. T TSeCalt made! a-convincing»showing
regarding its, expanded safety program and the Company s estimates

U e e

will be adopted (815, 22&,000 and. $36, 997,000) :f’:j' i““’

'3 dnw!d.-’¢su
e g A e

ACCOLntS 88?; 893; and 89u -
hﬁw”: These three accounts are the’ rema-ning accouﬁté“&n the‘"

MR PRSI

-
..‘ o e

LEWILT o »LLa

maintenance area of distribution expenues. Tbe staff'° method ‘s

.a......n*-1 e ettt "‘;n

approbr-ate for these expenae categories and will be adopted.

- \,\/\. 'Y ,’,-.44 ,, e e
~ P

Authorized Distribution Expenses '“f_ j‘ "'ﬂ“”
,f;: The. table below contains the resu’ts of

s v ~ an -
»J.\.a WLy u. .\|...._.J -‘4. M v'::' X e el

discuss on. «? wuss el

e
PRI
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2. PCB Balancing Account = oldnT

The last subjecp6i9~be-add es?egmfp «him_gection concerns a
balancing account which was\author‘%edmpreviouszy to facilitate
recovery of expenses assocl ated with *eplecement of equipment
contaninatedzii4h envircnment2lly hazardous Polychlorinated inyTite
Biphenyls (PCBoJ.'mahe»current,ba%ance is overcollected by adbout
$2.1 milldiop. - The staff necommends thaf -the Jbalancing account -
treataoent be continued and tba“ the current overcollection be
refunded - Since the cu.ren* rates have resulted 131355“'
overcollection, staff recommends that any future! overcollects ons be
resolved,in the next general rate case. The Compani‘concurs. We
will adopt the staff recommendation. “The $2%L;§_llio% cmrrent,: ‘
overcolledtion will be revurned to thenraoepayeza‘oven-ohe next 12
month period. ' -oon

E. Customer Service Expenses o

-,

-,

' ‘
-

[

J

_p~Customer Servicerexpenses include tbe»cos* ozf field -service
calls tozestablish serv'ce; disconnect:.service, adjuso appliances,
investigate leakage and pill conplaints, and other *elaved availabdle

services norma’ly offereq to matural ga* cusvone*s::c:n addition,
/" LA N
field service employees change ne“e-s and *egulators *in acco-dance

-
-0 ~

with the-Company's and Commission s agreed-upon pIanZ:“ I
SoCal £s requesting $68,158,000 'oiwohio-i.emnwh sthe

w -v-u Ve v e

staff estimate of $66,629,000 is about_3, lowerivoThelstalf perforzed

Dot I

a thorougb analysis of these expenses based on lat ter oata than tha*

- .a-n-...4

available to SoCal. The authorized 'isure is 866, L29 OOO whicn

essentially adopts staflf's recommendations. ne,one”eicep i02"1is
staf"s recommendat on ’or .an additional $200, OOO»inpadve**‘ ing for
SeCal's pi or light program. This prog*am will be’ unded at the

<o
-t

T

X
L

i
¥
t: i3

n i Q-

»~

Ly i
M LS 3

fl!f Ry}

level of. SoCal's request, $1,.66 000.; | | AReaneE

- LR “ ot
et VoLl 2 LI/
F.

Customer Accounts Expenses | k.

“=This expense item—includes Teter re: n{ iiiing, néiling,

e

maintalining: customer *ecord*’ and umcoimectzo es.' ;g@ major itens
coatested involve postage aad uncollectibles.,ﬁihe table at the end
of this discussion will Ebow**he company~'sva~., andK%mthorized

~ amounts dy account. ' '
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Account 903 and Customer Records and Collection Expenses
The major item causing the large difference between the

Company and the staff I1s the estimate of postage expense. Both staf?
and SoCal agree that if a postage increase is implemented before this
decision is signed, then we should recognize the increase. The
Postal Commission decision has been issued. This cdecision recognizes
the postal expense increase effective February 1985.

Account 904, Uncollectible Rate

' The uncollectidle factor for the residential and commercial
sectors is the difference causing the 56% ¢ifference bdetween the
Company and the staff. The staff expense estimate £$?$3}579,000
while the SoCal estimate is $5,738,000. ' |

Staff estimated an uncollectidle factor uéing a Seyear

average for Residential and Commercial of .5021% while SoCal
estimated .85%. We believe that the best estizate isfaeither the
Company's nor the stafl's but rather the nost current experienced
factor. Thus far in 798&, Sngl 1s experiencing a reSidential an¢ .
comzercial uncollectibie rate of .80%. Witk SoCal'Svesmiﬁa;ed
izprovenent, this will be reduced to..65'.v Thisﬁresuitsvinfan,
expense level for this accouat 6fz$4,&0230003 | -
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Accounts 901, Supervision, 905 Miscellaneous Expenses
These accounts;coctained .relatively.oipor differences
between Company and staff. Theistafl:recommended disallowing such
programs as a minority hotline, consultant review of the bdill foruat,
and other nminor programs: because~a{39§jtive-cost-bene‘it relationsh P
was not shown. These types of programs‘do not easily lend
, thgq;g;yes *o cosﬁ;ggnefi analy,ii_and seen Lo de’ reasonable
progéamé within management respons*ﬁgﬁ*ty. We will not adopt the
staff adjustnents., - ;he following table -contains the results.... - ...
e EIEITINY Table 6 ;. i
'CuStomers Accounts ‘ snlmmenmeD o lnarnon
;... (Thousands ,of,Dellars) |

b= Jad PN

Aceopnt  R3D  Sogal puthorizeds ln:in-iiis’
. 901" : 3219_ ngznaug ‘ $ usng;,u A AN
902, . 5437 . 15437 ERELLE A
9Q3 1 50166" . 51811 so§%43JIVm;;:me
QON"II.I . L3679  ii.I5738
905 ; 0 0

oo~
L et

Cost Savingé (3260 g |
TR $13175 - TT877638 svsrlz*“““““
(Red Figure)

* To allow for the iancrease ir pos+ al rates whﬂch occurred after
exhibits were filed.

e

Na
Sr

G. Market Services Expense

Sy vwoen Py et C cen,
(SN PR b & Sl S A il S S VA [P b Ve f../,u

oM .».-4,,,.-.—

Market Services cortain the 'ollow*ng orogran - alezeqts,
with expense, : equesta and -staff, recomzendat ons:,w, .

Loy ':'m:
Lo MIVIREEZ I AR I

N SN
S

M SOO0r atTay Dabrorat TLLL
SoCal Staff - = Aut

New Customer Service . . : g
and Information $ %086.0 $ 2086.0 $ L086.0"
Cogeneration 2215.0 2214.0 2214.0
Conservation 17506.4 WT12.7  10196.5

- Master Meter Conversion 392.6  2689.0° '392ﬂ6\
Development and’AbaIysis 2735.54 1 3156.7 1813.9 .
Support and . _ ‘
Administration -2518.9 1600.3 1472.3

AGA Advertising 365.0 0 | 0

$20814.3  $28458.%  $20175.3

-l 3
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of these‘seven programs_ only tweo we*e zot ¢ontested to some

ey -,-... ~ Y. -
(o3 alm - e g T wh Y.

degree: Cogenera.ion and New Cus.omer Service and<Informatior.

-, -n. B
P ’ ur\ﬂ ™ “

o T AL Y, RN 1\-' *u
_.b\.‘-—‘ " N o s

- -tum\uu LI "

-wﬂ-ﬁn-mﬂ-nr,u-.h T h o W n o, m e e
~ .

wj.ﬁ New Customer Service and Tnformation -~ ~UTvoEsEL Lo Yoo
h ”‘thhis pros*am, Sy confbrmance witb applicable regu ations Y

- ‘g,. vw"—nv A o T

provides service "to néw customers With inforzation” on installat lon S ALV

mLs oy -vrr-'*'- - N i e ol ek ""“A,l" '

costs, raté scmedules, “and requirenents for' servitei* TnisSprograg- aity

LT L . - -
‘I")'I‘-H-d\—/ —»nv S MA™MTom "" "'" ~ Y

also obtal ns new eonstructionﬂdaﬁa “for use"in'planning~gas~~0“ meRnL ems

ok ~w—,

-
- —-—

by
hpikariad L

' - 3..',' =iy Soae PO " e Sl ‘ Sherg~ ~Y T o I
dis tribution 'acilfties TN e ¢ ~unfoLnag Sfoolel . Lvenng
n‘ g, . qu. "v,.nd ,,.(-

W L S M A R -

SoCal's estimate indIudes Iabof*cost*'eqﬁ*véiéh%'tébafivﬁi

‘rv-"" ~A = r--.'...,,\ PR Y ondng

workforce of 79.39" persons forveest year ?985’ This bompares~ls:1:m el
favorably to workforce equivalents of TOTT28 QT 06 and QUL TS fort tilnd

A, e Ay g w o Bt

19871, 1982’“‘.-;:3:1 “1983, z‘espectfvel SUasol lolitnsiniuz onl oma:f:

s 200l oy, r
M‘v’b IO S

CPUC sta
estimated “for N‘ew' Customer Serv.{ce and “Inforaa ion Programf:fbybﬁoca..,

aﬁ&mfoﬁgé "reasonable°-$4“086 000 wEIY thererorevbecautbo Lzeg.n o2

-.¢ .

2. Cogene*ation Lolonages wIioienieele 1no mouns :aeso*q

M‘ww

o -y
L R on L

-+ o o W

. B I‘he' SoCal ccgeneraciondprogram--is consﬂstemt:: With thellze

g

policy “and *ela~e¢Vd

"l"""

and “the OIR-Z proceedﬁhgé¥"1nr® 82%0%-013, '0IR-2"s purpose"mmm P HTl

e gen

stated“to be ":o e'tabrish~standards governing: thelpricesssterns -
‘eond*iisﬁs of eseczric utirity“pu*ehases of-electric power Lrom ::
cogenerat-on “and smal“~power p*odhc@~on~\-d ZLTEeny 2vlslol To
! SoCa*‘en.e*s the OIRhE“cogenewa viontpilcture forvatlleast
tgpljessons“7 (1) LSS the ssupplier Of atura, logass tol ﬁogenerationn-——
preﬁecus‘in the servide® teérritories ofvten: electri Cuﬂxw’iuieS,z:;brc‘T?
(including Southeran California Edison) and (2) SoCal isgwell-awane:of.»
poteantial cogenerators through its gas usage records. Ihevgas’
| company thez is a logical, reasonable source of inforzatiorn and

assistance to potential cogenerators.
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P ] .-dy ,A--‘ ar -y .- . v .
SSuget o nran e e A e Tommomn e ‘,__, ~n

SoCal'3 program of of'er*zg eo,prov*de .nforza on and

azsistance to potential cogenerator: Qs cost-e.reet_ve asd Y

Nn’ ~,4,-..A.-....

successful. . It bas. provided aS&fhtance Cfeasrb*tr*y"s“ud{es"udesign

ERTEEICNE B T u.,n __,.,_A‘ ,‘/-. "‘v.-,o-n

evaluation, - etc ) to, over. 350 projectz. or these, 31 projects

‘- ../..“._. -3 o ,y., it “ A "‘: e

totaling-.216.5, megawa tts, (MV) of capac‘ty,'are elt hcr"operat 35 or ;

o

are under conazrucz on.and anothea_BO_proJects are “in the” des-gn i

P - \.u..,..
v.-tu‘...y a l *_“A

phase. SoCal's personzel work with each project from. its, _hcep*igd”:':
(as invited), reviewing cesigns and advisizg oo the best way *o Deet’

[ S RV RGAC A .uuVu

the efriciencywsmandards required.by‘EERC"and Sect on 218 S or the

- -
s .-

California; Public.Utilities -Code. ... .. ... ... \ ToaaTa

. ] S ’1-. e — - r N .
- oW w e o T
¢~ R -t et A ’:u ﬂ IR

There is substantial. soc-etalnbene;it‘ "The dependence o,,:e

this state.azd, its ratepayers on.forelgn. oil and gaz are,lessened o

w.-Juv..« w w w

becauselthe gas -used 1o the~cogenera.ion proces: is.useg much more .
efficiently: {50-.t0 100 -percent more efficiently) than 1f it were used

'4&., . o)
-../

to produce process steam and electricity separa elyezhrougq T
conventional thermal :pover:plants.. . SoCal: estimates thaa 2sd“xw or

PRI S NN

at o m,. .

cogereration installed by: -1985~-will, over the: subsequentlnﬁ-year

ot -l

period, save.on:the order:of 1,125,000 OOO—.hengyﬁyyalped,af over'ab~;

bilrionzdollarsucsdv275-375,0000u» Eowever, in the . futire we expect aw
show*ng from ataff and: SoCalﬂthaz-asaunes,Ls'or no‘double count zg of

lA\dﬂ-—h :'—;J

bezefits of SoCal's program with-those. oL the-elect:_c\utilit eS.

‘ PR AT AN

In:view of.these;and otier. long-ranse beneflts. zoathe

P U

ratepayer;vwecwillzauthorize;SoCal“Quanﬂgaeéj estimated rate, c£;~
expenditureﬂ'or:these*cwgenenagiopga;;;g;nge;pgggrams of $2 21Rw3
ror 1985“anduﬂ986~ Sn022 8 :

. oy mi -
[t oy~ [ e AN
T Vs m [,
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3. Conservation
The Company in tbis‘proceéding is requestiag $17,506,000,
the staff recommends $14,712,000 while TURN' recommends $8 »559, 200
(in 1983 dollars). Staff has also developed an alternate "hare

Bt b bt e e g mam g

I RNy

bones™ ¢onservation proposal totaltng“$l3,378y000;

In concept, both staff and~“SeCar support our current stay-
the-coursqﬂpoliqy on consewva.ion funding, which was enunclated in
PG&E's andeDG&EJs~&ast—generalunaze;ca.es.mmIUBN_ﬁccommends a
policy of severe'cutbackS“in“conservation. TURN would reduce
spending substantially for programs designed to influence behavior
rather than 1nstall hardware; This translates into cuts in allisironiint
advertisin " TURN also recommen@s*cuts in programs thatﬁtaiziﬁhe '“*"13

Ve e e e e

non-partictpant ratepayer: cost-eflectiverness test, Pant....cu.qarry,,na ;j;ig
residenti alfp“ograms;‘”‘ | ;-h; BOLIRSULT o
LS T S a L

IOapn. these’tecommendations in perspective, it isbusérnldw

~ Lt

o note thatrwin 1983;dbllars, 1983:ammhor zations equalledi$Th.Sbivizml.

.a..-.-ﬁ.-.. Cowml i

. . reade 7D
‘m.ll on and 1984 authorizations equailed $16.1 million (incluas ng'“““
carryforward of unspexn £ 1683 funds). * LAIInOnimy e,

-

r.w"’

It“snould also*be noted tbav~othe* conservationiexpenses: TR

- ..,-x,,.:),.-v —f:f -
recovered: thﬁough SoCal 3'Conse*va¢¢on and Load Management oy el

Adjusument C ause (CLMAC) will ..ota1 approx mately $80 millionadmy: -20:i0

Ay T

1984 (13.7983 dollans)TrThe attaecHed table preseats an overview of

e UJCU'?

fund*ng‘%pvg S, ’or SoCal'° total coqse*va.ion prog*ams, including

by av.-.,\. ‘A -l.\‘.‘

those at *ssue in tris pébceed ng.

These figures do not include expenses funded in other
departments, such as the pilot light progranm, cevelopment and
analysis, support and administration and AGA advertising.
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g.\r-q"‘ P
ey L

‘Iable 73.

. Socthern Cal...om!.a Gas Ca:pzny
PEOW L Enerry Managenentiand: . o
Conservation qundinxes

1983  ~erm1983; 1/ 23984 2F"r'~ 11982 3/
Progra Au:‘:.or;’.zed Recorded : Plamed : Proposed.
[ olETs i TSoasancs) ”

o m T f-v--t-"“ N Ry ™
AG‘\WV ER et .?“"WJN DLa0

Residential Comservation e
Sexvices ‘ “ 512.716 $8 75 i $'“8029 RS 1,000

Weather{zation Finamecing CIASNA IneiolilNT vinen L
and Credits rax 50,564 57 A5, 96,866 . 54,000

Demonstration Solar A
Fingacing Progra 12.964 12,507 =18 OSGV soX

Weathcrization ‘R:aining P T T T e,

| D uvm.vm.-. L - ‘37-Q AR 657; I

med~m:;:ﬂ. EROPATEY » iy S -~.613'”""..“ = T8 =
Conservation Educaticon 67, . ...~ 601, 485, . .

Erergy ESficiency Andits 7,365 <" 6 006" 7,233

Food Industry 350 236 0o 29Tz ryme: 3370

Beat ReCOVery.. ... ~..- . . 1,096 . .. 335 1,055 T3

10. Cold Veather Comsemvasion”" ~ T.099°° ~"1257 ~'71713¢%7¢ 27178 .
11. Master:Merer:Conversion~co ~c™ 1830v. . ¢ :
12. ,Cogenezation . nvmpm: oo nLpR2b.,. . .

L

13. ot ILight Progza MRS W7 SRS B

e
-

“r

14. “ Accelerated Equipment s wl.nW Lzt

ot mmim(’ -~ -""-:"."'""r’."""fls.‘_ﬂ,-‘ PR

15. s gy m-d-sa! . .r . m' P _,-._-._,.‘ 3
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17,0
185
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20.°
21.
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™ e
- > ooy e
n-h.--»-‘v i.u.l.‘} ._.._r‘;:.,. *J.an,.l R M

“be Sc¢lal request isxtozcontinue-thes 'ollow ng 6ngoing

— r‘
‘:". - :.—.m,‘,- ‘C"-wa .,ﬁ‘-,

Drogramz- tmoonesd selssvrenn

w.--—

D .,.;gnergy ~""ra_nin3~~cen ver Lo
o -ﬁcﬂ:z:r:# - e -y - v.', [ A

M“Z““Macuu“’actured—ﬂouaﬁng' ——

o
~
-yt
’-—-o ol

.

3. Cold Weather Conserva\‘;ion ,
s er oEnergy.Bducation. , sRirmenencd lniimolblised

Lo eyt P Ronlresy

4"{“—5.\ Ene“sy Effiﬁient AUd . " e o ﬁ’:z:gn-mﬁ“
“‘6."‘a E‘ood‘Indcst*y" LR e sl e

. . i ---.:“"...;".’.’Z":.."'ﬁ
o -0 Heatc‘-’(ec.overy\czﬁz. IAPL- T ‘ - R

Am..a-r‘—'- - &-—uﬁn.&-——- -

In addition to theacurrent.-program,aSoCa... proposes ’our~new”-w~
":..,3""‘3
,prcgrams- (1) Eome Epergyiiudits, (2:) CACS Audist&,ﬁCB)g@%n:ed
Energy Needs, anda;('.'l&) Znergy. Options‘. - TSIInUNT "'-Tfi:‘:i"-’f—"w’»‘g
et U STIECA TR iniTAT v
w

COn\,ervat‘ on’.'.Policj 2le 28 skt bw~
g

a7 The Commission s recenv pold.cy has _been to. mai‘-n‘tain

ot Y Y it s "‘5". g

current-author" zedi! exp#ndi#;ure levelx for consex:va,c on~/_,x.~oad-u-~ M

ﬁ\ﬁn I(\[ﬁ -

o2
managemen" ~programs rathe* “han dramaxtically inc*ease c:--decr‘ease--‘

s ——r—_, .

v

*

3
EUB.FE0 ) Il NS T AV

»

.

*

-'vm. -w' ld.... «J-u-.

the ax.thor-izations from prior years. ”frhi.‘.e somesxa:ctoz:,a-:.ndica;;e
that a less agg*ess ve approach t0 conservation a;p'r:éj%‘f the

bl nm'--ﬂt-t o--

Commi ssfon*-had declined tMi.,man*l_::the existing progr a:n-w foow s

rapadely o

infrasx:ructurn in the recognition "ha" the ene'—'gy scene ::tay-«.'ﬂfnzmgev
quickly--and drapatically. - Beginning with PG&E's and,«SDG&E,'-s ; 19811
generagérate cases, the Commission had adopted 2 *evel af”fxmdfng-v‘ :

ccﬂbf — o sy, Y
Sancid L - ud

approximately._equdl. 4o prior.2uthorizationslevel .(‘ nvnom.'.na.ly-
dollars)s :This has . becom%nom aa,&u; stay vhe course" funding

LR V(\-w

policy, . . . . .-H...v.d.n. .—-L

A~ ""H -

0‘-@

P Sl I ' S et -
In 'partfoular, LWa" Comnission-tas articulated thef?M & .1
follow ng set of general guidel.‘.nes {n {¢s recest eSSt Yearrate

ﬂ,_-,-m P,

case decisions for SDG&T (D: 83-':2”-7065‘)"““”(‘;&3“*(13"83-1’2~068)“‘and =572
Pacific Power and Light™(D ‘8?&‘:-07-‘1‘-50')"‘*’“' T mhmim lawt U527 &7 lane? mvt
o Maintain programs zandated or “equired bjbl:%}l!’,::"m ezt
0 Review programs ”equ;’.red 2y past Co.‘m ssion decisions
to deternine’ w‘zetbe* they should be conuinued.
Inplement only those new prog*ams clear-...y cost-

“*‘Pct‘ ve ~%o

LS
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S ;Q;;eﬁggq;;ggﬁxp;p@pticipants and* becauae.ow\pozentialm,ﬁﬂ sz
neosiuofor reduced -billings,. woul¢ﬁp*obably beaundertaken,.

vhirou *Withoutn incentiVeS-“' ioinient o loex Mo s aRd e

e P T S VR e -M.’

[V Y el
T CEE

P L) - YRS

0 Maintain/initiate programs which, although they may,...,
I <Le X meetmsomenof the -above. obqect;vea,,are WorunWh pR
—~basedfon~¢onsxdenations ozﬁequ.zyuand.ex ennaL ies. ..

N -y,
.-m»d -~ e

-
e

.“«nSaneusiganicant.xunding.increaseswhate occuzred Ln,,_,-‘ﬁrh
ffset proceedings it is impor,ant to consider the sum total of

.-"F..‘lb‘ _m.v'tt—

all conservation and load management programqﬁ:gggg;q%g§§5@%5@%@
proceeding im.-which.they are unded. i

..~... .~A:..“.J

The Commission has also g‘ven greater weight to the issue__wg
of progranm’ cost:effectivenessfﬁg recent Commission decisions._ With
relatively stablesenengy-prices andaavgragq:rggegvg;g§éCgogg@f 20t

. above) marginal :coStSs,:WARY UTLLLLY PrOSrans are BOE.COST= ,mnon: ni-

o, e g .
[N

»ﬁv‘l_’

[

P - At

effective to-the.non=-participant...As.we, have. p:eviously d‘scu;sed.h;,

A -

in Decision.82-12-054-(SoCal-Gas’ . TY1983 . .geaeral *ate'case) and ... -

--..fvoc/.ﬂ.--.-‘—n.

more recent lynin Dec*slons~83-12 065, 83-12-068., and 84—07~150,,the

G mn‘.J * o -u,-h-nt-

nonparn-eipanz tesz:;s:ga§ggpi§l;y3§ test.of, equity,_ﬁcene:ally,,we

--uv-‘d-w\.. D e M

-

toﬂ’und new or nexpanded,_ . e

PREaget - a0 S ot

rates. to, a .greater.extent than

-
LR A —- n-wu..." !--,‘a-w..v - ~'

wouldmincremencal supply,, As indicated in Tab es_ v A and. V—B, _aoze

o - Y i e ‘_—a-wJ-. ....«..v/‘\._'vlv

of SoCal's. conservazion,prog*ams pass.the. nonparzicipant test, even

Lburetv e [T .

.
-

[ A." VRS PR R [

under a wice~razge- o."sen:;tiy‘zy analys All prog*amz,,excep

oA A e LR T ™

the Master: Mewer-Conxers*cnaP*ogram PSS the societal test..

Ua-nw \-..rv--

2w, aur evaluation.of-SoCalms..s$af 8. an; ¢URN P,unding

el ada

recommendations in this. ca e will follow the, gnfdel,aeﬁ reiﬁg:g:gd

adbove, taking into explicit conside*atioa zne;cosz-er’ectivene;s

of specific~@rograms, , R e aa
' Energy Training Cente* T an

crSetal | Staf? » TURN. N Au@bor zed,,.,z

- .‘.l:-vqg

oy,
_p.'u o

-~ >

-

'Request' , ; : : S
in 000's 849.7 9. 4897 ,
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The starff-and -S6Cal ‘agrees on' apending“Ibv~33“f7 s

significantl¥y ‘Welow ¢1983 andd 198% ‘authorizations, ‘but-comparadle
to recordnd'expendi Lures’ {h"those~years-~TURN~recommend& that all
ratepayer ‘Support -for theé ‘program-Se phased -out " “TURN' $9Position
is that the svated goal of training 300-400 ‘seople does not justifly
cs expense., A Sumioncan Jroudw pmemnong c:::r;a&\f:z:r;sv ol
- Wé*wifl*adopt‘the"*equested NS0, OOO””because we have
encouraged“alr ou*'utiiities*~conservation“e"or*s to~try~zo

penetrate “he‘loWhrncome groups. ‘We‘be*ieve*‘hf~?tra¢niﬁ -é@hter

helps peie thfs regar’“” TULILNGD O InaNagni ol I, pgnldescsons rontito
Manu'actured Housingmﬂﬁgaﬁq Shomsnonen Lonl ::L coi:svw&::qc_L:a
SoCal ' Staff FSUTTRR U4 Ve Tfutiortzéd Bhievione

Requé&gzi “nc 08 Idplow macnesy :~v)f_;€?z'¢zﬁ aeizeinzel ofT

$+n 000" s.a:fg6:7w* : 'u75n;7u IoesuT 537,___w virzolloglnos minzons o
288 rpe! objective ‘ofSthis” prog*am Is>%o< mot*vate“manuzacturers;97

and dealers of “mdbile homes ‘totbuild andsellsnemesiwhichrizniz (nvoos
‘ncorpoQEEé“éne*gy conservation~techniqies-and” efficfent ‘gas TvIiTuilc

appli ances. ' ~Ia’ 1983, SoCal was“author‘zed -$718,000°" eor-thesc. s izl ml

"~ e ~ e

Manufécvured dous*ng °rogram, and spent 3613 0005~ SConders- Awards G
were “gt ven "$o° 3“&86 ‘novile “Bomes® andk$194 000"n indentivesiweret iiTin
paid to dealersi™?Fop 1685~ "goCal 8- ‘request ﬁg“$797 0002 to”operate'ff

ﬁ’-P\“ -'mr‘w )-",‘f

the 'progr am, wi "vargec'goa1~of reaching ﬂ;,zoOWconce*nﬂmobiIe R
homég’énd 6 615’o.ne. mob le homé3“ditn* onse*va s4on feattfesl - The~t

e -u-,,-l \,,-,.‘.

staff’ *ecommends a2~ 582" 000 adjusvmen* Sor So1ar  DenonsLration and®?

Gl e

Displays and Exhibits.~We no.e ‘that this program-“aiis~thbfiw ST menu
nonparticipan&‘tes*”by’a“wide ma*g;n~‘*~nrther*o*ey”‘* pmovides”%ﬂ i

o
Fa o
f

_ncentivég'ia _aﬁalggadrers an&“aéalers SYatherthan” endusers. Ve
deny“’unding Tor- th B'brogram onlot Iliw szon olids n;-*:c:;:“~$r~~aff
CoLd  Weathe r  ConServat foas s ATorianss 2202loxs ornl sninsd ﬁ"*ﬂ;
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This progran eacourages customers through newspaper and*- -
televisgsion to Install specific conservation devices, institute
conservééi63”5%&35@6@3‘%&5‘“553fﬁtﬂﬁhém“ﬁn“keeﬁfng'the&rtgasﬂbﬁlls
low in Wigter’ " ThE bederits: Of “edergy efficient mappliancesifor

replacment and*new-construc@ion~are dlso»commercﬂalﬂzedmznrough:
this program.

Y, -
SRRl R

as ’ollows-”'¢~°*—~t PRI f'f”f 1T ono AmInl end oD onemasny?
Tolinsurely consumer” “awarenesschas: reached thc.pointwur I
where expenditures.on.this very. baaic,-nfo*matiqn Y
can be scaled dack. “Surely the very “Tapge=SviREe AT
advertising badgetsiassociated with moresspecific: -~
utility-and: nonutility ac.ivitins se*ve uhese
baaic nceds. ) T o eREn

~ a-.-wo,"‘,) -~ o .,..,..‘,'...r./_‘_ PP
-~ LOa NISW evInLleczeo anliinen

zo.ioWe agree~with TURN that such advertising can. be scaled

back significantly and.authorize. .$553, 000 }Biﬂéiédéréégéi.'it
Energy Educatiofsoe yum “n smse ..-~ “m:
%ol §_°‘c__a_1-p':-_v- T Stars. ":A:ﬁ:-m,v, o Autho;‘ized*
Request o' 5002 mo wolpooeses

- bt Ty o

. ’
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$4n 00078 2 789,2 wcupengT49.2 - 0 zi riiianzy 890 i,
-The obdeczwvemoﬁ.tne.Energyﬁgducation Program is tp

- M e w e amp e d B4 w‘h. V-.J-\u ’:
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variety of conaumer groups.by d_st:ibution of maueriala tp schools

-
- 4.4-'

PRORvReY.5 DOoAnIT

and .hrough group presentations to adult aud-ences about tne
efficient use of natural gas and conservation in general.

ﬂ---wru-"‘ o

SoCal, @;s,;uvhorized.3385 000 for thfs program“tn“19&3

DRI p-v-l--d

but spent only $BO1 000. AXlthough staff reconzends the“full L
requested funding based on its-cost-effectiveness, TURN ques*i5'

f\ -
v v . nran

these results.and regommends either .ne 'unding or a rreeze au 1983

H W - ,.,A_ f‘_‘. i} A.n"-r-.,,n,-n

expenditure :levels. . We agree “with’ TURN. We are uﬁcomfor ‘avle with

ceSennlT DTS Sy T, PR -

the cost-el ect‘veness results of programs that are des_gned td‘“J"

-~ =
..r-u.'n- 4o \.-v...ua..a pMAADSEL) ‘:'C“' nc' [» R [

inf luence behavior-.ﬁwe would Like to ‘see zore empi teal *esuIts R

. il el T Lml “‘54:.: DT DM O AR tohe ok

beforeﬁauthoriz ing such larse program increaaes as proposed here. 7"
ms mRTAUpeT 4 oum* BRR-AYe)-
We will, allowmsnoo OOO. e ae o B _?' L‘ ’ el
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4-J-¢mo~ - »
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production wfiadditional: -innovations, and product ,erricigggy" .
‘improvements.'

©1 nprA newiitem proposed :in-this.program. isqtoﬂasaistvﬂw,
manufactu.ers in the introduction of their energy efficient, g

N e

¢lainms that approximate.y*tTho 000 o. appliance~introduct£on%

"
Jis L nnn f" o Boe)

“appliances is
needed during test” yea* 1985 so”that?® he‘*es‘dent*aifgas appliance

[ORvE: At SA4

industry rgmaips competi ive with its electric counterparts.
‘The"staff pecomBends’ aisa1iowante 0f-$1%05000°or product

[l alladiod ., oF

introduction.” TURN reconmends” thatt thissrograntbe biiminated::& W
Starf s review of tne last four fea"s of new residentials viuenl

5---—-——..

construction—aet&vit&es indicate- that, irstead of erq&&pma the
percent of gas appliazce satura ion 43 inereasing on SéCal'
service .erri ory (bxh bit 69 pagé VI=15).%- Moreover,S we-do nots o7

e

believe that ratep&yers should“‘und conserva,;om‘programsirbv

Yoo
""'...:,.w sme e -\;-..,,wu..ﬂ,..! N o e g

the purpoéé of “paintaif{ng one incustrys’ compe w (Ve BosEeisn s
NS eds Ie] "‘q """’""’ ""\ """":‘L'd..."""@' ~ .
a-vis its electric counterparts. Je deny“rundtng«'or“the'
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-~ln This:expense,item.was.noL.contested. aggu?zalwbg 3@opted at
thenrequested level. . .. -npni e
Committed.Energy. Ne ds
SoCal .. .. Stafe.

Request yyr= .aie

P . e
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-
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increase.the, market sba*e o*,gas ve*aus e ic appiiénceu for

"(,, e ol

(1) space»hea ng,,iZ) wayer heé' ns, (3) cook-ng, and tn) clothes‘

":u 'ﬁhr

Sr e
PSR

e v e 4..-.&.’

drying. ... Ihe basLa s@ra,egy qz.SoCal ;s *ndusvry contaczs,

.
PR "'f""‘"' ) wrn, 1.~

promotions, 1ncent‘ves, and advertis: ng. ) oCal asserts thaﬁ' “ev

“l"f"‘h "rf\r")'-

needs th s program becaunse i?”segsﬂa ~rend of, customer preferﬂnce

g....\_

R

-~ ™
ot ot

'\--a‘-.- 2 .-uv.).a . e

away from all gas appliancés and “thusiia :newiy-e ident: trend.of

. - - - .
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market eros&on.f~v: C8 BED BRAlven! ZoAs oaiedn
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. discussed above. ‘The“"onm::quucteh amit“e':::éz‘
illustrates the. s.a”'s conce"nsi" St ':”ﬁ;fi o
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canA A= e
o Lrian - p

"It {siperfect ;y~c;ear~that these endruseswcan
served by gasJoriselectricit y~but*when they a*q->
served by electricityowersinply~burs. the gas. tohﬁq_
50 at-the.generating . plant and. witn»all~tneﬁ~n “em
boiler;:generation, transmission-and.di stribution. -
losses it”takes-more~natural. gas £o. maﬂemthe.Zﬁf;l'
electricity to serve these’uses_than»to distribu;e
the gas to do it directly. A’so, at some poimt, 7’
when-these uses are served by el ctrici*y we

ei ther have" to cydle or’ otherwise 1nterruptothesecy
app‘.ances~at'vne time;of systen- peak or we have ..
-;o-pumld aore. power p,ants.to aeet the capac‘* _"‘
*equ_reme ts:*"‘”v R ~°4
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-
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TORN recomménds-that tRiSTprogrinnot be’ financed at all.
TURN's criticism has two thrusts. The first is that“the program as:’I
structured by SoCal consists almos* totally ol intangiblel s innoy

(WS el ’-«’...-v’

advertising; bromotion, and eontacts. Thelsecond iswwha~_
ratepayers should not fund any Inter-energy competition. TORN “touzol

,.....‘,,

.,

believes that .he competition be;ween elect*icity and’ gas*snould—be-—

e~ .
SR e ‘F'H Lo~ - [ ey - ot

conducted in uhe market p’ace wi*hout *atepayer financ,ng;'“‘

,__._ .lvnm,

Nfﬁ,‘we share TURN': conce*ns. ;n Socalv's’ Tast Feneral rate "

PRIFOR R & et okl

case proceedinb, SoCal probosed 2 SImiYsr prograz ag parttor Y1ITT

LI

"Cons ervation Support Actlvit &sm . “ Ty Deeiston” 82a12h05ﬂ Jthe -EAL
Sol
Commission svated-

~ o, [T,
A - -~
-,-‘.-n.\m.uu RN -.ﬁ

m.:,...,--ﬁ-.. ‘tm . Hc:-

"I SoCal's last’ ‘general ‘rate case, tnis” g
“Conpiysion iquestioned ;the rvalue of -the New B
Construction program and stated that Socal =zuss bp
able to demoastrate that 'saviags can be directlyccnrs
autrﬂbutable'tofits* fforts oo Noned heless;»SoCalﬁ;

result of ,
this prog*am. uthbit“31 reveals tha,-SoCal-seeks~ Ll
to ‘use” these"prog*am*rund Ltozencounage cthe  avoss s
installation of gzas, rather, than .electirnic, home -
appliances. While the choice ol gas, “as - opposed wwdImIon Ll
to “electric “appIiances: may*be~afp"ude“.me1d1qu 4T
decision, ‘we-dornotlagreeiwithe SoCalwoha, A e

4w

ratepayers shouldiunderwritew2a:eff0tt 00 2 savmin

LA

influence” tnatwchoice niWenwillzdisal owwSoCal S o
fundiag©in-this> category because, ol s eaprogram's
uncertain-benefits tozits” own rasepayersim:.

(»: 82-12-05L-jpage~ka-35) Tend avaee K

- “ .
Il .o.*r .;-V,Oﬁ-t oy

v S

o """"’ & L ey

More- recentlyq in Adiice Levter No:. 1&23,

n--.d ’_l

funding for % ‘3 new‘brog"amdwi¢h~unspen :carnyoveﬂ;Ja&3-ﬂund

a-f-n _.r,'n

Commission deterzined that new programs were. to be fu ly analyzed
in“this ~%%%é:%%séfp%bbeé&ihg.*"*2:2 cric zaverln oo

[SOARE SIS et

pite a Lear:directive fnpnd o:-decbs_onsw SoCQo_cio.,

ot

not present‘ ‘any wst-e"f-oc‘:ﬁvenes:s: analysis ~of: 'chis _prosram.sinw, v
their apprica*ion. “Their (workpapers ¢id provide:s ﬂ,gggg§ﬁﬁ: .

which indicate that this’‘prograx onﬁtheﬁwhole;ﬂa&ls:ohngoqu;.3::
participant test for both SoCal Gas ratepayers, as well as electris
ratepayers. 0Only the replacezent prograz marginally passed the noa=-

participant test for SoCal gas ratepayers.

o
ot
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. em oan We are not persuaded by .,oCa.:L S.3..showd 08, ;.n th..... case that .

u-n..u-

our pxior policies should be *evcrsed. 'ﬁe will oot author‘ze fundin g__

SRONG & oA SIS o oAb ralsiey

for this new program- Ovcrheac costs associated with this program

e N el kel o by ool o o

> k g
~ ol e -..A.-..o‘\ “n ok wa on D

will also be'commensurate Y recuced, ©
Energy Efficiency Audits

_Sotzl, .  Staff,._ TORN ..

Request = —— s renant

Yy A -
..;-..‘,_U T ow - o N v Ly

_ﬁr,AIhe objective of. .his progran .1 den.i;y -areas,.where

\-'v-. o

.u. PYSr RO o

ke ~
o e

,.-n.-n..v.a-/ ;‘A-.

energy ef cicncy can be _mproved i comme*cial 5» indust: ial

,A-.J,..‘4‘ P e e Ll 'a.««-w-n

racili ics and asoi,t custoncrs in -mp,cmenting caergy managemen*'
~ —-H I H:::ﬂ: . .Aw:-‘-- R AL S RVINAG T AN I uvv‘t b ‘_...':f':‘!

prograns.

ep o
vt - A

IR eleldfetaTagutate
Under this prograz, SoCal personn°1 _survey customen;' ‘
‘./‘.-....,4.’ ,..,~ - ....,.wq-au,J..a

facilities to identily practices and cqu_pment or proccss changes
.\....,..4. » B U-P-Vh.-

which promote zmore efficient uses og naturél gas., Cusoomers,are

“ 1..u-v...»..‘.._. .....u-J-..-o--

encouraged co 1mplement 4nnovauive cechn,ques and invest 8- energy

T W L W ;._,,,_‘ lt--.h. Dar -

cicnt syotcm,.ﬂ Audit* also perfo*med whnn new, customer* [foze
‘,..I__' ” - . ., ..q‘_ o e J_-'v.v f ,r_.-. PR B N l - ‘uU-‘ .-..A... 4_,- ....-.:...,..1_ o
.on line or when a signi"icanc chaage in plan* operat on oceurs.

Ll

DAt L 'D—»w'qm“mm s

- In 1983 SoCal was au.hor zec|37 233 000, and spent

A ivo»un-w,-ln.

$6, 006 dOO compieting 15 277 audits .and 15, 105 post auditc iﬂ the

e

commercial sector and 1,138 ‘aucdifs and 5,444 P03t aud‘ts in tné"f“"”""

- sumn N -
[T P ey ~

iadustrial sector, for 2 total o* 30 332 aud t/post aud‘t

JNA,“.\HHAA ﬂﬁt\ﬁ vw,.' "‘-/;

-
L)

rf-ﬂu oo Te

as, 2 1540 cqu Pment “Eodernizati onAprojeccs.‘“““f“”“ e

v - "m["“,‘nﬂrﬂf‘ et .

“as we

-
LI o

"For 1985, SoCal is requesting $6,357; ,000 with}a~goalvof';f'

26,570 ,audiv/post audits for commercial and induotrial 'acil‘tics,"”'

e . [ R R R Soeir s 1A 1 R
A lm ot Nd e a-.... gl b Whe

2, 328 equ pmcnt modernizat on project S, . aanual _savings of.

i .n-,on-.,
AR PR PP R SRR L AP I PRSI VIR A RS o S ule] W

77, 147y .herm, and 1ife cycle saving, of 2LO SOS theras. The ECB

PR .:buw»c‘u o o

staff's review dndi cates that .nis -Progras *s cos*—cffective,and

‘uh-wkg,d

-~

* -t t-wa

there are still la:ge and cﬁcap opportunities or*comme*caa-vano.-”

e S A “ o~y ow et W v a Ay

.ndpstria’ customers to conse"ve naou*al .gas by maktng gas fu:naces

VR S B

and boile"s moéc effic‘ent.u Tne T-‘C:IB s.aff bcl eves. tba. this program

SL Lo N W T

should be expanded to allow $500, 000 ' n add iocél incent ives.

.p-.,.,,- .

TURN feels that the a*écﬁ customc o.:iﬁfa oéoézgﬁ all
nave access to, the relevan* inforzation and ¥ ancfng,to perfb*ﬁ the

41I~.-—l

Thus, IURV“becommend' 5Hasing out .

the progran part cularly as it applies tor tce ’arger 1ncus r:alc:: o
customers.’
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Wo'beiievé‘iha* f’ TURN*: argumento'ﬁere correo;, uhon the
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exists. We will conti ve tiis progréﬁ"és proposed by SoCal “and i

authorize $6,356,700. FPESHIIT MonIinLSnanIao e Te-r
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gas equipment in ’ood service establ‘shments. TRis 555g.am nas th»ee'
oomponen.s. . - , YA
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P N e R Sy gy Ty oy - e L g Tt I
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Y e
I S el sl i v oy - Nf\r"‘v' “d""‘ ~

The equfpmeno demonstratfon‘oomponont *e,; ‘food service

e = s mw P L

equipment for energy‘ef*fc ency,'and gives the ma*u’acture* of’a’

w-.p,- o ,-ﬁfﬁlp”u -y e e L

prototype piece of th~pm#nt independen* “fest datas . oTooF
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‘Ef iciency Equ-pment Sales or the Dealer Suppor compo no

w
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v et e - S

motivates de“lers to sell energy-e icient e "’pment by of’er ng ¢

R A
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incenti ves fo" such sales.
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.u..r... o - -~ et A g

aff recommends full funding of tbis program becaise 1t

R R R T R i Y v ey, b A e "-‘-vw"ﬂ'w ~ 6':
encourages conservat Zon of” nauuraI gas by promoting the use of hisb-
dtad s Eated A e oin n seran Al r"p’ -v-nq-!-‘ X

effiC£ency app;fance3,~**'"”*;'v smmlvin 2I0%g Tkl X AR

ome e e e o ek -~n“ -;u"yf-/-'-:ﬁ"' sory ‘n-.-a B
™

rﬁgv Spposs tniSIPPQS“am on"th “general” princ QIe tnat T

the utili y“ehould ROt qubsidize‘ohevdnve*opment orinew prodicsst VTS

- .
- e e Vo g - -~ et e «, -sn-"-, r—ndw—nwm .

where ““Here - -S "2 -‘gnifican. ‘mana? ac*u*ing fndiustry’ a;ready -n pIace.'”

....-,...,...,..,.. w- - oA - . o "-ﬂ...‘.,, ot 1.,..,’.%'-,‘ ,‘....,.“.. b [
h

ﬁé velfeve that TORN's “arg gu*eﬁus Justiry” curtai;ing""f” T

.....,..,,-,...4 -‘...,-.,‘-,.i.-..u o~ - "n‘"ﬂr'f-f., "
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LDV IENLIA REellewZll
. , The Heat Recovery program seeks Lo encourage comzercial asnd
iandustrialreustomers ~toimake the -necessary. -iznvestment :£o. reclain
consideradle portions -of the waste renergy generated by theinm - .:w:;a

operations’ :This reclaimed .ezengy:can-then de usedin -2 punber .of
applications, suchas the preheatingrof~combu;t;pnga Dol boilqru:jgg o
feedwater or-the raw-naterfal, iz producti L0Bez: ms s

b mommems t:~;*'* Sonod
[ ;O;Ihtsgisuthegmost(cos -efzectivenp~og~am ou.§OCa with 1983 o
| life cycle savings achieved at:azcost,of only $.007.per, thenm.zsgq%”,
J ' therefore recommends an increase of $250.,000. over~nhavrequesbed L
| amountar: o4 g contud o osooos s Iz0el nnilegoens 2l a2
* ~«TURN .opposes the progran: onrthe‘generabfp"*noiple discus sedxc
* in tbe FoodrIncustrycsectioninos rzurn = wion L hend medss 28I 5T STt

.-

-.:afaWe:adoptutheﬁreasoning:o~ﬁou ~staff  and ‘will autnorize*tbetcc
full amount requested by SoCal. Welare:ivery reluctant: tohaathocizquq;
more than the-utility:requests panticularly: wben thiu»amoun 4 |
substantially.greater thaa;;hegj98396xpend;;pgg;level. P P

;Commercial~and~&partment=Conservazion Service.. .. fg;;f:d NI

. cnn80CaL s 58taffening »‘I’UR\«- ssosAuthorized sagos 2os wnor

Request : ToNESeT ouniradme oris 42 L0602 o ::1:~":3._ ~

*a 000'3’ ﬂ~'733'§~ *c~:7?§58ﬁ::~:u??? g_,* o8 7335§‘ v "éb:a::::aﬁ

smew; FBE CACS aueir Progras, f?.,m“a.?‘,‘a?*?d Py IE}?V‘I?%?. TReciz e
Nationa. Energy Conmservation Policy Agct. The targeted g*oupvfo* thi

oo

audit progran is small commercial dul ldings dulilt prior to June 36,
1980 with natural gas consuaption of ﬁTnOOO‘.ee*msdpe*”~0ﬂ*h-or 1ess,

v a4 baNo SN D Yok nl) 15
nnnnnnnnnnnnn .»U-J

and apar,men ts aad condom‘n-ums of ’EVE“un*tS“bM“mOEE“wh*ch*we*e
~, "‘v"'m-‘ﬂnﬂt - oaraw o, - o .- ,,q-/-ﬂ""
uilt prior ‘o June 30 "1980 and are centrall ¥ neated aﬁd/O“ cooled.

'ﬂ"ﬁfﬁf‘ PR "“f o

This is 2 mandated pew program which was not ¢ontested. e’
- : wnlinnelf Dlifelanci
will authorize the requested amount.
Energy Options

e

L mranlesh anliizosenet

‘ ‘ SoCal Staff = TURN' Authorized R
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n.7nis i 3 ‘new . progran designed «to maintain ormincrease ms o

A ea

sales. It pays :a ratepayer-~-fundedincentivecdis ectIy tocthe [domeblune

appliance ‘salespersons tiThe program-budget shows that adbout 20% 0L ~::
the costs would be - in the “form’of tadvertising and incentives, T PGEZ . 57,

had a similar program in 1979 “azd ~1980, but~Tater—diuconﬂfnUed”“t Wo
vecause % -was dLrricult s Banageand ‘Laeffectivesn ‘We-w::IImnov

authdrfze -2y “fund{ng “for this new program’ 397914¢~\~‘1
L 4. “iMdsterMeterConversionii TS eziotini g

Anm waaln

In this proceeding, SoCal proposed a budget for this
of! $39276OO as: “compared "ton 11983 “expenditures or:s»oo,ooo.f”rhe
staff, on the otker hand, seeks 2 zuch moreramditious:iprogramool «r: -~:
converting allveligivle mastercnetersoby thezyear-2000s2:Thewstall-~
proposedGépendzngirevelirs $2“688~6002 LLmnoT ol moow

e
L -

*Withoutratmore: detailed sbow*n~ regardingV“he cost=: r;J? et

effectiveness of the*program Sgetarelreluctantito askrSeCalsfollsirnrin
embark on such an ambizibﬁﬁhprogzamlJZ_his__sWﬂhe"onc»pnpgham_xha*

*»r,'i mﬁ"‘"
-

Sy e e ™
B ) A -y

does not appearlcostiéffective’Lol society.iiWe are therefore
reluctant to ask SoCa’ o emba*k on the ambit ous p*ogram

-

Wynlé”ly
reconmended by staf We wil’ authorize the program 2% the levnl

o Pl g e s e neem o,

of SgCal s request due to the potential” prog*am benefits 'br lower-
pons et cuesd Dofepval onT Lol wellsd noitivascasl
_ncomg *enters. - ~ 7

Rl P o e m&ﬂ-h‘-‘,ﬂ' P
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 »9s; Development. and Analysis .
) Snppo“t and Adm‘ﬂistra vion
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' Marketing Research
Forecas ing and Analysis
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dunr ovwFor,fhese programs, Sofal.is requesting-$5,250, 300 cnThe~cnzne
Staff: has. recommended. a- reduction.of. $493,000,conne 93“@'@59@“43@:: :
other program.adjustments.:, The $talf's, argument i3 that these.s.o ..
"support or overkead" type items are directly related to the sizes...~-

LY

of the program which -they: support.:-We bave adopted:funding~levels:

iz soze:prograns. below: stafl's recoupendations., Heace, we delieve
that: adopting: staflls ndbare bones”. ,fund.in.g— alternate_for.these.

Ty T A e e N e
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SoCal argues that these costs are not directly related to .
the size of the other Marketing Service Programs and Should not be
proportionately: cut. - TURNS argue’s Just' the opposite. “Wa believe that
the adopted”staff-adiUstment”is” the” miniumunthat’ could” bed made and 2477
that SoCaIvsnould nave no’problems: stay_ng—within-chisaan‘horff ed TIniT

,-.-l- (-a -\,’u,n'~,.. v F o n~t

e P a, oy g W e ,.., - V"n,.,-,..,.. .y ~ - - ~ey
amount - a e Wil T Y e T wenL LTIl e DY -t DN T IN :

—~ "
Ny e e

6. “American”Gas Assocdiation (AGA) Advertistmg Ho 7w TrTpeng oir o
e socal isﬂreQuestEhg’%B%Sibbb?tdf”xGﬁvadve'cising.f¢soth*=3 ni
SoCal®and” partiehlariy the AGK withess made o ‘convinetng® sHowing that T
this”ﬁé”iaﬁa”’a&%éf%&%lﬁ@ %&’e'?ééﬁ!%él”“Wéfdé%éé””ﬁbw%b%&ﬁ*%&kﬁﬁ4ﬂrﬁ§w
type of generic acvertising is more appropriately fundedﬂbyhi SITBILTTL
shareholders. We will therefore continue our curreat policy and not
authorize any amount for AGA advertising.
7. Miscellaneous Marketing Service Issues .
a. Unexpended Conservation Funds
In accordance with Resolution EC-33 dated June 1984, SoCal
has provided us with an estimate of total unspeat and unencunbered .
conservation funds from 198171 through the ezd of 1984 1n¢1ﬁding
interest. The estimated total amount is $5.6 million.

' Qur staff has reviewed this f{ling and concurs with the
amounts stated. Staff also recommends that this amount be used to
reduce the revenue requiremént in this case. The staff also finds
that the underexpenditures were reasonadle. , |

We conecur with staff. We will treat this amount in the
same fashion as the PC3 overcollection which Is to return this money
to the ratepayer over %the next 12 aonth period.

b. Discretionary Reallocatlons

In the past, we have provided that unspent conserva.ion
' fuznds would de carried forward and ultimately refunded with
interest. We will contihue this sape practice. Also, we have in %the
past provided management with the 'lexibi’i ty to reallocate up o
$1 million anmong conservat on programs. The staff reéommends‘that'
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this be reduced to $250,000. We wﬁllﬁﬁéﬁntain the current amounts
and authorize SoCal to~reallocate up“uo $T million between programs
without.an_ adyice letter filing provided” thato*o funds are

I3
th-lh—-—i

reallocated~f*om Residential to Nonresidential: programq ahd yice 17"

-
-
o

[ P "
LILOT v )

E. Administrative and General

1‘\‘»'-'-4\1--.,,.,.. l
R T RN Gy APY

The adnmi nistrative and general expenseSM-nclude sala*ies,é

LB o Yo -t -

wages, supplies, and expenses of officers and” general office

DLl Il

employees of SoCal properly chargeadle to operations but not

chargeable“to a parti@%&a?noperatQﬁérexpense. Algo‘included are the

Vu-u-‘- a.-n.rfA an-.&"'

fees and expenses of consu’tants “gost o‘ insurancenand ‘reserve
p*ovisions enployee pensions and benef‘té**'ranchise requirements,

- e e

- o

reats; research, development and demonstration (RD&DJ"‘ d g;
maintenance of general, plant. \ ::s""gz

ol

SoCal tradiiionally uses L%

s
v z

-~
-

-
-

test year expenditures‘7 Test year~1985 estimateSMwere evelqped from

ﬁ—y h
-...g..

v.forecas&s: f expenses: by, functional '\accoun:.‘s“ prepared bx each

division and/or department, as appropriate. These»functionalaaccount

'\-na ,o-,--

totals were then combmnedﬂznto the: incdiv, dua_MPUC~aceounts as shown
on Table 8. This process, speci'ically includesﬁwhcreases resylting”

’,v-‘-“-w-- . okl

from changes in federal “egulation ' sa.eiyﬂsvandands, and’
operational requi*ements. monzlizmol

7 b B

RRD reviewed workpapers provided‘by.SoCau and analyzed
svorical data -and 1983 actual expense. Th;3~wasf%one on a

rvr‘,-'v e

funect onah as well asuPUC ‘account ‘bas*o. The *esulzs: £ RRD'sy review
and analyses are also contained in Tadle 8,.:,"H-ﬁ

v-”n- -~

-~ o ,_‘4-& -~ o~

‘;__
R A 'u‘w.d:l-l

-y
.,’my-wr/-—vav
~ta -.--—-'.a-...-.l“
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Ine : :;;::2§R£s;§w
3iAdmiﬁisﬁéééive'énd5GeneraI Exﬁensesv
(Thousands of"Dolla*s)

o~
N met s m--v - .u-‘-q*'

Line Acet. h" " et
No. “~-No.'# “Deseription=tCompany’ 2< Staffoizur ‘ferencec
(1) Ccls. (1-2)_

-
L

1 OPERATION s
2 920 ~ Administrative e -

NV Foliipol 9bz;:&‘genepazrm nEYNen Lol oaviose
ae:nn. -Salaries.. . 8-, 5.50,827
921 Office - T
son it osuppliesto ol olisozauonc
pdz amr mesnlon:&sexpenses,. .27, 5J9:5~f~ﬁ27

PO -t i v sem

922 Administrative”
‘ Teneon Iilexpensesti SO ITT
prrmemomionan otreasferred. g
‘ - ¢redit "
‘ oUtside molilon
services
employed 10,811
LU Property TUIaui Loa eony
.- 1:_.:\ ’ "(iphrurame‘ o ?.:-1’:’76;:1 @
Tnjuries and ) T
SR d’amages bid u. LT ;?;08?5‘:;: oW
mo o Euployeer COTLINCTnEL
pensions “
BNV D gndy ben-efd.bs' TG BN g8E T o
"F avnc’h ~~~ w."‘n-\:_":;v,::- -_-.f,,-...... -

15 69&

P
S Y

s
-

. -equirements 15,749
I Re.gu:latm i Son ..1,"»‘.‘., It Rede Bl TRy

Commission

. expenses 350

- 'MiscelTageous S~V 2

L oogeneral: v S

wn. . expenses 26 408

931-/‘ U REQ’tS“' <At -
Total Operatiné
Zxpenses

MAINTENANCE
932 ngeral Plant

TOTAL ADMINISTRATIVE. '
AND GENERAL EXPENSES $222,855 $215,674
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~

~20 The.table.above shows.a-dilference betweerc the 3taff and .. ...
SoCal:0f about $7,387,000.-This . .difference .is, mislead*agpfwine”.__.ﬁ“:

# o b - "

method of computing Acct. 926 has be€9;35r€Q¢ﬂ€9-; The .$2.6.3i1li03 - -
difference :flows from other -expense -items. . Ihe.same.ismtruegaonﬁ»mfnnﬁ

.- W gt

Acct. 927 (Franchise requirements) and Aect. 9371 (Rents).. Thenreaa
differeace is contained in Acct.-530 (Miscellaneous genezal)-,- .

.
-

~1-2 Account-920-and-921-- Adainistrative. &- General -Salaries
et e am . Qffice Supnl e & fxpenses

In 1982,vSoCal began a ‘Quaris y C_rcle prograu in wh*cht

: el s
R R S A ™

volunuary *on-managemgﬂt g*oups, or el rcles. “Zeet reguIarIy to”

:'\,r-*, % ’--v,,‘ mm- ,.,,('.

oo -
Tl

LI

Y IR

invesc gave ‘and resolve pus*ness-relaued problems.” Typical probIems

-~.,..,~/»- »—,..;-,-.,.-.,-.ng -_ e n-s»-.-..--;»_ ,-,A.n ‘-n»,—, hv\.,”!'mﬂp\

,nclude'mecnan cal or ada*n‘s.rat ve procedures and “£he deqign and”

PR T L e q - "R .-‘ LY " \ -b -~
‘_’h’_ﬁ__‘ MUATM Ll G\P -*'\ n» 4~v.~pp

use of new mhtnods and_ equ-pmen - Thgqe Quality Circ;es ‘Have” proven

e ot - i ,*m P*‘ﬂr. L ol r

so successrul tnat sen;orfmanagemenc bas’ appraved the expansion_g:“*"
the program.. RED believesmpnat the Quality Cifcle prbgram wi’l”J““"

e s ™~ . ;i I:"P‘f" --‘,
v Uv/\«'»\-- ey

impro#e pr oduct vity and éipioyee mdr41e and will benefi* both SoCal’

s,,w/» ;'r( ' .u.k-—,, A(* -.f
nv --i »./M—lb‘ﬂ~4 ot

’.-» .....

and its rac epayers.

4-‘c¢u ~
K GILLNGUNGS A

.».,.. ,,.,\.«. u.a,-.-...‘.

).ﬁ(The *ssue relauing to th s program was bQSv outlined _n the™ ”

N Sete] 20 R A GO

SoCal E b*ie' av page 106 in tne folaowi“g exce*p 37 SEIES A

W .
vwwm. 01\ -

T L A P

ey e e
v--ﬂ ..4.,.- "V““ o e N W

"Staff caleulated the cost savings Trom ‘the N
Company"'Quali vy Circle progras as a fuagtiepiofvni o Tiui:
costs to be: dincurred.in.:both. 1984- and. 1985—( -
53, p- .. z“ﬂ"m'e“Company‘agreed*m Stat "cna'z*““*
the saviogs Tlowing from~1985*expenc‘tures “sHouldr T
e used: to~reduce,¢esz»wear,revenue equinements, o
.. .. however, the Company objected to sizi - B
ViV Lileremtments for £hé M98 expenditn rﬂa»because they -
were not paid for by the ratepayer, (ITr.5/:1024~ .. .-
1025) The Company believes, as stated by

itness Ballew, that "the share older s“ouldﬁzgap
") whe benefits »of ;the costs, that, he dlacurred,.and .
.., the rawepaye* should do "kew‘se.

Cod i 4¢-4v : (q.- -br“, ﬂ“.’; r,(--.. .---,owpf ,-..,..-,,.. .:‘

The question beqoues wohether the costs of sne Qality sz

LTy LTnmena o r-r--/- ’,~rﬂ~‘~—w«n~ : o
-

Circle Progran should be bcrne By tne *avepa :r'd}‘shawéhol op = O=FES

2 s "~
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SoCal argues that heméoot of the gfogréd"ﬁéig ndl"%e flected in the

PO Ao oA 3 e
DISINTOTT naLlionnzy el LA

last general rate Qase: &ecma,onbﬁgne ore,} he co&vs.@e enbo*ne Y
the shareholde"s., S“mpIY*becau*e-a parcicdiarwprog"am orwrﬁéz is no.
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expenditures on 'sted ‘a "Prograu were -provided by sharenclderss Our

decisions ‘are Hot whe ‘operating Budgets "of "the (GTLILt16S. TiThe costslil
of tELS programwere a-ﬁ6rﬁ&1*ﬁﬁ*1£t§ expensé whick couldSnot be -2iito
affirmatively ‘Thown' to*be "2 shareBoldercontribution’’ WetwIilltadoptil

. »

the stares: adjustment. DLoizzghozmo uimemesmcupes spzneazeti Tob Lol
2. Acco&ﬁti925 ““’djdééeécéﬁd Damagessi T4 DURIIInST SI conunstil
SiTRe-19835F¢taal” exgense “0f"$673,0002w2s542875000>1ess than
SoCal's esuimaté“of"$9604000"““30caﬂ*ueveloped its esvi;ates for

-

HEN S R S “-.I.--.A »-d P

years 198341985 based on specifie case payzents it had\}orecasted.

- - - e
.L.-.u-_ _(_"..,/“ LI DN gy e m A N eielols

RRD staf does .not. bel evé thét est ting test yea*'1985 expenue° by

- R — -
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foreca*ting uﬁecific case paymenta is approp*iate. ¢he expenses for

“ - '.7"~mewvm ...-.\u..r-vk-... g oD EaleSatal i ’.

this accoﬁdt 15 ¢ e laét five years, based on a normalized 1983 Duaos
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dollar, year es timaté, rénge from 5491 OOOwto 3933,000 41979,? TR
1 ra.h—-n-w\-f ; - ,8

$943,0003.1980 2 $491,0007. 1981, $619,0005 1982 <. $776,000% 19¢
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- Q ;-

w a.» h
- DU ] a.'a....- .,....;. "‘n’P A r-\( okt

appropriate as an ést*mave of test year 1985" expenses *or tnis
ARl f‘“S::;.". DR
functiondl account.
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. (ﬁhﬂ& G.A. is a national trade association comprising
o - approxinately “300 natural ‘gas ‘distribution aad .ono
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. _MH,'__'A G.A serves SoCalGas. and i%ts customers iz two.
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‘general-ways: “the- first-1s~by helding thea --- ©
rrxohu crimproves thedrs localmprograms, practices, andz «x: of pnltlmos
procedures, _nlal; areas_of their operation. _In _
this  regard;” AGA” provides nundreds of” forums-apnd” T
w2 otherovebicles throughnwhich- SoCalGaswemployees Wt
¢an.exchange. information with their peers, in
other companies 17" order-to better-Serve Lts™
California cusuomers.zﬂrhese face~to-facerc-2s vz
exchanges include committee meetings, workshops, .
seminars, a&&w&bnen-ﬁorumswuuin—additionywA;G- Zer
siniorprovides! program. Clearizghouselr services ' ipras?
.. number_of,areas {acluding customer. relations,
“-7 educational services,-and traianing’and
- developnent.sh Inroughnsucnfclearinshouses'r_ge,f -
weom A.G.A. maintalins information on successiul,
T programs conduc ed'by“membe*'companies and~~akes~
E::zhms:in.ormax,on1ayaAZablc to O:hcr:OQBPanitz mneh
upon reqpest.
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the nationalilevel that:Therutdlity: could moti'do
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Mr. Kolodz :Lej ther went: -on, toxc'.esér‘ Ye meraL speciflic
exanples of activities that‘benefit SoCal and its *a.epayers.
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We find” tba* ScCal*s membe}ahipﬁ_n AGA pgcv*des cubstan.ial ’
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benefits to the ScCal racepayer scfznaz"membecsh pvducz”nctfincluding
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advertising canrbe considered a‘feescnable cpereting eipense.
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.‘Ihe» oroad mature ~o«‘.‘...i'/ma:,te: ,guidelinea ,Leaves room for _ip.terpretation
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1. Utility RD&Dﬂuhouldrnot subsﬂdizeu.h1r¢.parnyh
compliance with regul atory requirements. ~"
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6-7 TR e “$tar ‘dse a5 exdsltent o “gadlyding "S6CHL %5 WD
projects Fne” discuss*xg'several*p*oﬁ*éms~coafront‘hg~a- =T
agency in deciding Dow %o treat RD&D for ratemaking purposes. dhile

we tdké”a different vfé#“"sta*f*s and TURN'S er*b~t“ﬁé1péa‘hs

L RO ) f'«" M wy o
crystalize certa n Issues."”Some'df the mcre“impor.ant'*ssues“raiseﬁ“‘
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are research dupttcation, co-'und ng, anc‘attrft*on year'prog*ami'
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We nave previously “stated “our L %eat €05 avoia duplicative
research projects. In this proceeding, the scat fipuﬁuforthwebe””‘ g

-

following definttion of *esearch dupl cavion-”~j MIalll .
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T2 research project is dupl cavive when the . .
objectives- aﬂd/on ‘goals-are-the" same-regardless =
of the technology-used "and-the -time-frame~ -~~~
involved. T:This is because -ratepayers would.be:
paying .twice; oncectothe: resea*ch~orgaaiza ion
- and the.other to the. utility %o perform research
‘to achleve the 'same“goals-or objectives:" (RIT.®
o CoVOLs 1T ipp. 11824=18250) wnart sorr muidlc nmcogsst mooy nenod
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4. T=igh“’J.‘ez::apezc'ai tore” Contaminated ‘Haat” Rccover
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5 Excavatioﬁ Techn-ques IR L
6. "Field Tast’ of Héad-held‘?*oximity'“*‘“‘"’**
- I proximaty Device"or ‘Excavation’ Tquipment:i iz o5 ,
§. Operation Safety’ionly tme” szoo- 000% £6F  CoProsLanT deteetioh”
locator research |
9. Pa:sive1801ar |
10. EHigh Efficl ency Water Heate

SoCal, on the other hand, prefers a broader Ce’init‘on whien would
not find projects with sizmilar goals duplicative LI the projects used
different methods and techaiques.
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. We tind staff's argument persuasive and will noc approve
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funding forﬂtbese projecﬁsih_ﬂowevhrE‘wiﬁhgn tﬁe amount approv-d by
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this order, we wilk allow~$o¢ak'£b fil~~an:advice*lei en,fo* approval
of these projects*if‘they can resolve the duprication“prob%pm with
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the staff. We will aISOmbe»cons der*ng the duplicataon issue in

Lot e

coordinatsi on-wi“h the Cali'ornia Energy Commiss on” at our’aﬁnual RD&D
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meeting scheduledz’orhlateaJanuary~-1985. :o:xﬁutureﬁpgoceedingz, we
instruct SoCal to make 2 more detailed showing rega*diﬁé‘ﬁ&és*
duplication of’ rese&?éh projééts:"“hia subject natu"dlfy leads to
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Regulatory T*eatmewt of” RD&D'?\'
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e "Because .RD&D | Ls discret onary, the Commission ..
- ‘must YaKe“particular-care ‘tha¥ ‘the iYLy 3“RD&D
TERTCL budgetils spentiinsthe waysranticipated. by thew i
. .,ﬂCommission.‘ Iwo .general. Lypes oh,abusesqnust b*
avoided.” First, RD&D "money ‘must ‘not Decome “an’ T
ﬂopen pocket: thaz can be.raidegiLoscovers oW oW LTIl
-overspecding in.other, azeas. . Second,,RD&D zoney.,. . ...
_'must dot ‘become "4 “slush fund for SoCal's research "’
“hlslmanagersttelshifts among: projectstithou coutsidecris .
review.an,,,ﬁ -~ (et

it BN R ,«-_-H»*J

} I R Lok A T o B S S
el - i b -

™ The ,open, . pocket, issue .appears not £o have beenaé

T

probIem in”recent years for SoCal’ since~the " . e
utility claims to have overspentﬂits .authorizedr n. ~ o~
RD&D budget in 1981 and 1983 _(Id. at 18471).

However, the Comz ss-onwshouIdmsb¢1lmprovide~zna«w
anyufuvure underspentofundsowonldeithercdbersys 07

.rolled over.or.refunded to. ratepayers,_ as has . n

“been the” Commiss‘on 'S ‘practice for® energy S
conservationzfoadsss TURNZrecommendscthis siowt o
revision.

"There is an izmediate need for the Commission to
restrict SoCal's authority to %transfer funds
among projects, and add or drop projects.
Depending on the limit and use of such
discretion, existing flexibility could either
naintain effectiveness or become a sluskh fund to
finance pet projects or subsidize favored

custompers. The Comm‘ssion Bust be able to
p*event the latter
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. It has.been:our-goal; to;establish~guidell nes+andn Standards
geaerally agreed-upon" by" all pa"t es* tnat* would Lgovernithe research

P eSS wn g ey . rpm ey He oy

fforts of the. utilitiesw.m., nus we. sée therregula.orycro;éléé
overseeing the- compliance of tne» utili ties to’ the-standards-rather

vr-‘-'w ""ﬂ'ﬁ ;‘,«‘-‘v—’ . (-a “r ‘,".,,...,’ h,-f «"r*-t.' n"f'

S'ofm‘é- projecz byapro,ject review is
unavoi dable, especially du ng general-— rate.cases. .’ A‘However:;&our
zajor focus Yis-po” see tha’c “'he utﬂ“’t}h has:an® appropriate’ method of

PR ‘.-.,...,,.,,,-..,..,.-J G Ay e .

evaluating pr&jecve;;n(. Alscx we— wou.ld wa.n;t..,to see that the utility has

P o A he

2 process that it uses~~‘oo de‘.:ermi:ne- 1r 1ts "esearchpi&’dnpl icative of

the work of othe'rs' (no& just,.G-R I.- ),... W’e ::.ee.c:'..”«c:~ bea as ,zred that .he‘

- —————

utility's cost—benefit analysis™4s correctly: done~-~~u* ~edsis
Afe e-'- - Sre! unde*take ‘thel review di..cussed ‘aboverwe?can <hean

""F‘ﬁpﬁ":ﬁl‘-ﬁ ,,-.p-.
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make a finding of the,fundﬁ:nzé _level wfr« the fresearch, prosram, Once

-

we have approved. the runding level“and mi :H:y selectiom process we

W e PR ,

¢can then leave management;the d‘ scre‘c. on-~o fmanaging Lts :program. I
is this path that we -choo ein— t‘nﬂ:s proceeding. ~'3Ihe:~st‘a f-confirns

"'|" AR Tl -m"h,-\;-

that SoCal has comp'lied with our gu‘del‘nes and definitd.on.s.. Also,
SoCal is actively Anvolved with .G.R.I. an&has. attended, Pvcosta ew ide
workshops on RD&D_aadxshou_c -the,_e_for:e_._be_ aware: -oii,po‘cenml v

g ta Xl nr ormar f,ﬂ'

duplicative re...earch.m We wi.ll therefofeaot J.mpose t:l.ghlt' ”::

LA TRV PR

regulatory controls :cm -S_oCa:l ‘At this: t:?me." ‘Iher-e ‘i‘sw one-‘a*ea however

-
L LoInn --\J S

o e

on which we would ».‘Lince M.o,:see recomendations-: ‘I:hat As '-}:.a.v minfzun

_,;u-_,‘

ranking should a project have to -obtaln~in order to ‘ba.oons:’;dered
reasonasle s TUBypothetfcally, Jone “Could isay Lhat ffa ‘orolect did not
attain~z sCore of 20 -points ia the ‘staffts ratingischeme Cory 300048 ot

SoCal’*s scheme, ‘it “sHouldinot he conducted I we ¢ou3:d fmake swehita s
deterafna uion, <£%%081d" go“aSrong way toward addre.,afng TURN: -z ralid

o

critic SM“""‘ ST OWOL oL DmOITIOnTYL Imnw o nw SWImsluaioe s
)

o ey -

A"lase subiect in thevareatof bothiregulatory :‘&r‘eatmm‘amnd: <
duplication iﬁvéi#éé*thé‘*.‘.’éé?.*ec‘.:':ﬁon:o-fzp-réjécts-"bylﬁho“—th'eﬁ‘potedtﬂia.‘.l"';‘:‘"f
beneficiaries are. TURN's briéfionce”agafnttreateditie subjectifnsan:
cogent manner in the excerpt delow: | R
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“EIInnManyTof80Calr st proposeds RD&D: prodectsi haved very I1
~z=~ro-broad-potential applicauions,ﬂgo that, thedr ...~
success would benefit gas consuzer3~or industries”

far-peyond-the~utility 'siservice  territory i {seel Ui ZInUTn
SRTT 3/'1 57“""8“’ v 17/1872"75) Bl Theze" progects~ Should" mom R e e
be, evaluated carefully to see that the potential
Denelits-Lo” SoCal customers  Yustify-'the ¢ O ICTC JulllT

- ccexpesdigure. 02 50Cal  fURASL oy noimyh vIlniongey

P e e A an

- PTORN. certainly:. does«not oppose the idea that. RD&D .
e night produge broad, bener‘ts. doweve we -ote

"that GRT already” spends~over~ 150“million'onrRD&D P
sof broac: Laterest, including: $10.2- sdllion. -+ .-

.. ..iaveluntarily, exuracted from Solal's -avepayers: .

o Wet wrget the Commizsion to de- rery Teerylof LTENIC O
authorizing furtber extractionS..., -~~~ - =erny

.
et owa A e LT

"The.best, model, for. such. research is. the. use~o£~”-3L
research organizations or consortia of utilitie
where~eactharticipant*b-eontribution-*s”' = Eﬁ;ﬁ?“

.. consSistent. with.its potential. benefit.- GRL ... ...
c_aims to be an example. This rati ondle L{g also” "7

TN Ysed T ustA Y- iprograns isueh’ as 'SoCalts Fuelr vl

;t~Cell-Program, under. which SoCalwseekslto s e
eontribute $2OO 000 per ‘year to a zuch ;argef' B
e‘fort*""" ML RrriavniNn muT driw o sellcnon oo

W

"RD&D., Tne .es is a simp.e one: if tne
project is So progfsing, ‘SoCal -should be “able ito:
o 0oattrass other participants~- he-Comm.ss,on,w,NQ, gt
_MW,snould make use of the vast pool of Cechnical ) o
© ‘knowledge ‘im the fadustry Lo” supp*emenufitﬁ-own~ R
Lomoceffoptsclossereen proposals. N cuvns rostoms oo nlusin mriyone
Do ooz Weagrmee mithsthe genernalothrust of-»UBNt;‘:ecommendationp,ﬁ
Tfor 'utmne'pxoceed&ngsat*We dinect . uafhand»SoCal -to-pr qpose suceh a. .

R

are. b“oa&er ;n‘soqpe»uhan simply tbe ratepayera in, S°¢§’f?o§?§¥:€?
territory. Particularly, we want suggestions on how: ~.o coope:Q‘a_vgﬁ
orravohdzduplicative [nesearch. -We, -3ote.that;the, broade.,uhe

resean cn, ‘the-moreslikely it is-that.sone otker Juyg;gggvgg;,c:

institution-is exgaged:in:s imila.u-e§e€59¥:,a'AF:T

“f

-.\‘.,-,-l -y ~
n*C...uo.- - f.’.;
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0o sdmilar, veln, TURN recomuended. that, we“no; approve

. AL e

funding of projects-which subsidize. commercializazion.andhmanketin

L F PN

efforts, by -manufacturers, or, RD&D. -projects by, indu&tfial C°=3u¥££?:1
Similarly, staff recommended that wé deny. Luadi ng...~.ra.x°:L<:z:.:»;wr'<:>duc‘c‘.._:ww
development :projects: and targeted industry. projects which staff felt
should be funded by-6563£ﬁ&u§ﬁry”diréé*ly“bédéfftfﬁgﬂfrom the
research.

nr-

-
-

3 ,»ua,‘ ‘.-.».
-f.aat.-vu,-u- .._._.... PRYE

whose benefits accrue %o a *ingle gcustomer or c ass of cusuome*s. n

f -n‘ - -
"u’lv\- J___..,,__‘A_, .__d‘. o ‘A ey

such insuances,uwe expect L0 séﬂﬂco~ uads ng Qy tne,entity(s) directly
benefiting fromvthe~RD&D ‘researeh ¢HOwever,~we~de€r£nd¢to<take‘the'
strong’ action~recommended-by*sta'f«ddd'IBRNfin”ﬁhfé’ﬁrddéé6ﬁng. We
note that indusvria}“cus.omers-are ratepayers andwtherefbrefént*fled‘ o
to benerifs resulting"from dSfair “alldeation “of ‘RDED "Tusds” Our - no5as
responsfbil;ty 18 -Co see that! (RDED “Aunds ‘are spent ‘wisely and ithatis oI
potentia’ Yegefits aceruing -from”RD&D projects “are balanced tfainlysn.”
among *alT rat epayers.“*We TWiTTnel consfderfng”this fssue»as we“worx-:w
with theCCa’iforn.a Energy Commission, Califor1£a«ut£I£t£esfAand"i’SQO'
other “fne e*ested“par Tes® during "RD&D“meeti ngs schedure@'ﬂorJthe iy
coming year té inplenent DIE22185005 SL0II- 82-08-07 ~Sena.e:3*xx Str
2155, and Assezdly. Bill 3897.
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*" The Tast "issue we VITT ‘dfscuss ‘Lovolves ‘the related
problems o co-funding,“re'und o underspent’ Rb&b’fundb{*ﬁ“ e ozniiz
attrition year‘budget*_evels;“-”he'p"oblemsca iﬁ?ﬁffﬁm”tEESIQIlowfng'i
hypotheﬁca]:— serl-es-- o#"- evem -3. cog TESY hoeLmopnmoonn Yhesr wleclnk

L A Tl

ST UeLILLY Tequests ‘RDED funding (Tevel whLeh has Juorisll Vel

-,
P -
[P

sz 2-Certain -amount: 0f, Kuown -Co=Iunding. .o s.nnon

333932@;:Wewadqptma.eerwain~apending-leve’ based con
the utility requests.

~c qfn-n-.-'nu '-v-'»

“3 Z'Subgequently the ut*lity ‘el the- acqu_ rés maeh

e

R
.

TR R pore eo-fudding,; Wnderspends “ts RDED budget il il noun

sinr oorconcludes research onmqeg!@ﬁncgqgqugsﬁcgg

-
A tiae e v

cw L z:8eCalicwould ~spend any additional co-funding.and.cetain.azy.,

-b...-qa

unspent: funds, Lo -be used as it -sees {L.,. - ~LURN 'w,ould.' 1.do the . ...
opposite.; TURN.recommends.that.the .utility not«beﬁallowed to .spec

- - woa et

in excess of: thenauthor_zed~leme-.a5wa~result o:,additional~co-

- o e al-l

funding and :that any: resultingwundewexpenditures be retunned 0.
ratepayera.H,TURN also~recommen¢s~tha.d.he -utility . be. *equined..o
btainprion aapprovalfowwRD&D_projecys,_inc;ud. =4t3 att*itiog,_

- W

year(s)rRD&D prqgrams.ﬁ«rnis 1s. consisvent ~with TURN'S ewﬁravor_ng

o AR e

nore &trecu~ragulauo~y~managemen. of RD&checause TURN sees RD&D as
ing total dis:ret onary. “mfe ez

..""'0

(% . . »
[

L et

We will adopt TURN's recommendation iz pa:t,
continue to allow the utility to manage itz own Rn&b program during
the test year subject Lo constraints articulated ia this decision and
the guidelines adop.ed in D. 82-12-005. However we'will *equ"“
SoCal to file for approval of its attrition year(a) RD&D prograns.
This 1s necessary because, as TURN points out, relat vely feuw test
year prograzs are scheduled %o con.inue into 1986 (only $3.2 million
worth according to TURN). We are hesitant to give SoCal complete

freedoz to emdark oo such 2 large proporition of new RD&D projecus
without rev*ew azd iaput from stafl’ and other interested parties.
This differs from the treatment accorded Southern California: Edison
Company in its general rate case decision Issued today because only.
one of Bdison's :hirty-nine RD&D programs is scheduled %o terminate
prior to Edison's 1987 attrition year. | |

%6

-~ . LT e
Mpine

LA
:— oy
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Table 9

viivcgdmindstravive and General ‘Expenses il
: lugw ~uokeSt..lear. 1085ﬁ“r( -
CThousand- of Dollars7

"uf‘tf o~ P T N Y (e o
- wan _pn. IRSRVEVERIVIvE el v

" — :',ja‘ .;,ﬁf
Au‘hnr zed
g —’d - - ~
LI IRened MLl AT aviuDn™

. -
Yo

- ’,

e-\v oseratien s - omow ,‘p-- e e w P v'v-bpn'r
- A ———————— ) P -

- - L A T LR

::&é@é%c???a ive .and Geperal Salariles ... .. .35 50,92
'J3°§5$°Q;§?Eﬁlf€§ﬁ§nd.E&R?QS S

-~
s el

R

Soeminon ;4 27 02

Outside Services.employed .. .....~ . ~.% ,=; 70 831

O

<: Property.Insurance .-~ .. srmLaslonh hes pen 1 » 767

1
9.

-.u,
e
-~
- e

-

czenjuries and Damages. . ..-- .. : >

.Employee Pension.and.Bemefits .. ., ... ~n:~72 337

-4»._»\0\..

: zo-FrapchisesRequirements ... .- ..o-cor: ~uf 1%, 69“

Yo o wd e AN RS

Regulatory Commisst- .xpeuses.. ... . ,_~,350

-
_—-,«s-....-.-.sq PRI R . ...,-.uo-'

“iscellaneous Geﬁeral Expenses. ,~,~m25,108
e s Reﬁﬁs- Y L e e e T

- e, e ki,
- Kn o ome e wwowe et r u ,.-.uv ¥4

St W e e e Hu-.-...--../...,n.

Total, Operating EXPeBSes. oo . oses $215,183,
Maintenance ,
. General Plant 2.819

Total Administrative
and General Zxpenses _ $218,262.

R TR e ntd.}ﬂ-d
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- - -
- -
-

I. Clearing Accounts oelcn

Clearing :Accounts aecumtla,efcos 8, ~which -provide benefitg
to various departments; examples of'such~costs would nclude

h o -y
HA-.;._o.JnJ -

automoblles, comnun_cation, and storage expensés. These cozzor Costs
are subaequently cleared, or reallocated to those department3vvod'
receiviﬁE‘huch benefit, all iz con? oraance with the Unifornm Syfteu“o'
Accounts. To facilitate the el ficﬁent_process_ng of this case, all

badnd - :
2 ~ o

costs“nave been showr -Befdre “sEEN accounting ‘ZlTecations are nade, in

o Rtal

other words on a direct cost Basis. - Theése- accountingvallocations do -

~

not impact the final revenue reqa: LremeRty - E wiinrt tte

7"7 Staff and Applicants differ’by”$7;843;000% iz the adjustment
Lo CIeafing Accounts for d‘fferences~inw0&M~'abo*-expenses. Company

and sta £ have agreed upon- ‘the’ methodoIcgy ‘o calcuIate this
adjustment. Qur adopted figure of$58;196;000" flows rom the

~T .

adjustments discussed pré%fS&in. Trerammed

J. b&M Summafy BIENRIND lovenel
~il The above discussion completes the resolition of all 0&M

issues.’ziae table below illustrates Lhe” resultsic

RS el Tl et 4

ﬂ}‘ﬂ\r.nut" v

L L)
L et S
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.

Tabler 1)
r:;:;--m-Souznern"California“Ghs Company=is <ol
Operating and Maintepance Expenses. .. ... ..
“Test Year 1985 Gn e e .
citao rouwer(ThousandstofiDollars)in it wnt '

e e e
.. [SRSRREL R

- “
P e e e T L e -
Y ¢ o N e . ALY - e

tem ““Sta"f " Coz’zganx Authorized
SmnemAL RLY mhLsolunlns NoTLTmLnID mwenosi oo

o~ ~ -~
T ) Ky £y
SR R R /PR I o -,-vm'-; Low l'u.-wJ LAl Dl a..‘p-.,---

Vacaney. Adjustment.......$,. (630).. ., r‘,,’(630),,, 0nd..- {630

- .a s Ay’

oA e e,
- sand

- b e a e

PLGS Cosz;of: Service .. .. iﬂm21,957w,ﬁ, mmazadosn R 898~q,.,

.o - P - S N

Storage Expenses L520ﬂ7ﬂ2;f6_hc 20 YNZN,“” 0,A20”7%2

-
~4lu .~vv.,- ’-‘u«- ,-r"v

Transaission Expenses 18wo2§' 18,621 18,621

el

istridbution Expenses 77 022 87,517 82,949

Custoner Seé%*cé5§¥;3nses ‘*~ ‘~629 , 68,158 66,704

o T . Fonl ‘ «
Customer Accounts Expenses 73,50 555 75,788
Market Se.v‘ceu Expenses o T 28,1 29 872 20,175

-
-

-
P * ur,-\(‘

Administrative and Gemeral Lo | emELn. lemen ‘
Expenses 215 7)48 222,~9219..~.I~3 219,827

-~

Clearing Acconnts——w- ‘*1¥5v4?%1 R ; '"i" 58,196

LI o

v

Total Operatiﬂg “and TR SR

¢ Maintenance axpen.ses-':. ..:~$f>79 39F0s wI ST Whess
e e orlLoem an CFLgumes)ilcvyog oal

N I Y ,.. g M
Gt ot f f ke m N e it gt

.
s e Fu S
e b o g N

R el
[N NGS B
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IX. Taxesg -~

Witk the complezion of“our~d_3cu;s onsand-resolution of O&M

~

expenses the mext main’item” to*discusS‘is ”axes SR

Although the final: compa.-son exhibix*showz a differance
between the staff and Selal of $174980 000 for this itexm, there is no

D lm e i »Z.-mu\.. .A.\.uu il

di:’erence regarding'tbe prope* method of calculating tax expensé.

Lo R

The dif;erences resalt’ from dif erent assumptions regard ng LOEMY -

~ey «-.-.- it

ﬂxpense levels and 1ong—térm debt nte*est rates. The"ollowﬂng*
se ;evels.

—'*-"

Table

-A—)w,i 3

e

Ad Valorem.;ax

-..-Jnl'

Payroll. Tax

Federal Incone Tax 126 713

Cali,uJCo:p, faT,Er2
anqhise Tax 21,207

Total Taxes 5789*769
ivi.%The latest Prioperty tax assessment is. used:zOrcakcwla;e the
ad valorem taxes. The payroll taxifference is the result of our
resolution of Q&M issues discussed earlier. Tre d"’erenc»s is the

e

Federal Iacome Tax and Califorzia Corp. Tax are due primarily %o the

tax adjustmeat for operatiag interest expenses caused by different
long-tern dedt iaterest rate assusptions. _ !

X. Depreciation Expense

SoCal and ocur staff are also in agreezent on the
depreciation expense level of $101,617,000, which will be adopted.
We will also adopt the recommendation of RRD staff that SoCal conduct
a stucdy of the zortality curves and average service lives of its gas
plant for use iz SoCal's next gemeral rate case. |
XI. Rave Base

Rate base is comprised of estimated plant, works in
progress, gas in storage, materials and’ suppl es, working cash,

- 0= o
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.deferrecﬁEﬁkax'?résle-fveﬂan‘d":de';xrec tion *-eserve.a The -only-contested Lo
element ‘of rate base Isworking cash S uiTaivthe icomparison exhibit - the -~
differencebetween -SoCal ¢ and theistall £ 234 059,000 S I0n.0 wuew RETl L
A. Working Cash sz

SoCal originally testimated its WOrking easm: allowance. to e
$17,700,000%but "later reduced sthis 6 (48 2100, 000 because L conforaed
its zethodology to the method “we fadopted cfor SPG&ETand SDGEE which owas t
decided cafver dsubmi.‘ss:ﬁonco. “thisiapplicavion. tifurther, ' domzols onc
opening brief, “SoCal’acceptedcertainistalsadijustuents: rand reduced -< oo
its reqiest to 8295070005 ThHelstasf estimate ol WOrkirglcash Lssoizos
a negative~$18,6597000 forasdifference 0rt321,599,;000. J:‘Im'w o ol
disciussfon-below will inelude ‘itens of -major~dillference be*.:wecn the <=
company and the. staffi’ Table?1l whieh<, "‘o}:}.ows’"will show-tae -cadopted
azountsfor all’ working~cash major :’accoun‘cs«andudevelop:th_‘ total
working cash reqﬁiéemehtﬁof $2,56250005¢0 «lzicilsza 1:O:L,;z“ Thzro oo

Several of the’issuesirelasing.to worki.ng*ca.,nnwvﬂrewu silaTz.
.considered and resolved in our discussionsof) wo—king casn“‘or.»?LGS.

~ -
o o

o~
-

These~ 'Lssue's'i ares principallyiGasiPurchaseszlagiandrfederals Income Tax

L . ’
. m ~ - [ L-‘- ’s r - - i [ St o - o,
Lag Whw X NOLD S LI VPSRN0 Rugende & . RV e

B L TR VI

155 Deposiu?loa,t CRER AT nonomelT pwon THorn enl coevedw o

- -

-

nILT L Deposd.ta floatzcan: zake..i:nef forn’of:ed tné‘man*:éﬁdjdszmenzz tocss
thes lead=lag: c‘.ays Lorlasiant operationall cashirequirementid Thesstaff ~17
has made thd's »’ad»’,ju‘ﬁtménftﬁ irignetlead~lag-daysivrinsour: prior-SDGEELT o
case, we'preferred that® thist addusigent~be- made  2s anvoperationaly. ik
cash” requirement.’ - Wel will Tontinuel thisspractice: for-SoCalsand.
ther$13,°000:,:0002 ﬁloa-t ro: SoCalts: estimated minimum: cashrbalance
$7,100, 000 to p*oduce v mintmumd operational casmbalanceu o"'\., I3
$20, 100 000.

2. Prepaymen,..s'“ﬁ.cc.oun.tﬂ §Bucnnmen i vilTn Lo :

o moSplal:shows an ‘estimated . cashe "equﬁ.remem. ofs 51.,:525 ,000
unaccrued balanen ol prepayments.:c This: Ltem canalso- be-'c:onsd.dered ~ G
as elither ‘2 cash reguinrenent:or dneluded in: thel Lead-m study =z

al‘chough our *adopted‘ world.ng-'cash.' rules: *(-SZ-U- 16X ind{uca:tes:.vhmy ic;; -

-

ISR -
-t




A.84-02-25 ALJ/je/md

should:: be A woriing «cash.. . The stafl recomnended nodollars ,for o
prepayments. i the: cashmequirements: dut couldy;not show that these.. <
itens were includedcin :iits.lead=lag -study. -The SoCaJ. ~estinate, nis~_ e
adopted.

-.-.,."", ws oy powt

-
e i o~
e I A

2:3<: Miscellaneous Work -Orders 4in.Progress. QAocount-TB#La
;4~~—”“uSoCal,requestsV$1wL23”000-as a-cashwreqpiremenoh whereas~ LTl
the staff -recommends: :no dollans. o -The :stalf testifiled: tnatpamounts» me s
are cleared from .this-account Lo -expenses -or- to~CW*R<;:Estimabes~fy-
included:in rates:torcovern expenses aad plantcadditionszfully~z ...
compensate :Sofalk.;~To earn:arzrate of returz onjAccountz186.10 would .-
be to compensate.ﬁtuonce daiplant additions or expenses: and~again in~
the operax;onar cashﬁzequi*ement.ﬂndewwill +3dopt the s af‘nadjustmenv-m
4o scMiscellaneous Deferred-Debits, (Account 1869c:-: -2 =pmn
-uhMrhefstafz'sfestimate~is $293,000 versus~SoCal’s:$797, 000
The staff tesulmony applicable tosthesadbove: Accountiasu s alsa angﬂf:x
applicablecnere;uxrnezsyaft adjustment~is.adopred, ~- :;,\.
52:4Aecountsr?gzable;;(Accoun:»232)“ ~Un ML Levlinzom oo

at
B - e - om A m w g w w Py

-~

T
At e m N o

A -

PR DI g R
wooDifferingomethodologiesiaccounts for. ;ne:'lar.‘ger differencer . xv .
between the company aad the staff . The company used as a ¢ash flow ...
metnod whereas the stafl used 13-z0nth averages. Al&n'oughs‘wze«afindrk
thecl3-moathraveragesacceptable,swe:wl i1l utilize: the'. company’s method
for thisccase because~it-apparently-gives.a:more:accuraterrecognition::
to theiaverage~timeriglterval;during: wh,ﬁchgjg:h_e = cp;mpa,ny;,- gia,s use:olorr niox
lateresti:free~funds. :lhe: followi ng: sLall; sub- account, adjusiaents ...
willzbe rejecte@»&ccount&&os«-/232 03,:232.02,.232.07,~ 232,70, and. -
232.71. «ZThelremaining.stalf adivstments wildz ve: adopred; 'and* :prp_dn:cev.. ~
a to%tal accoun mpayable;of a: negative: $6 «01»7_,000. Nnome o ;:-:-.3',1:-:':_ ‘

'

6. Lead-lLag Studv pomn

.
e et

The lead-lag study differences: result:from 'diLeren*‘:F‘ R
po‘s:!.'zib’n’s taken: o manr dssuesy resolved in:the a.bove discussion of
various-acoountss = *:.ame.:y'f Deposiz:.Fleat,: Incone: u;ax:d.as,r and Gas';:: Lonu
Purchase Tag.: The recalculation ol Lhe ~lea.d-_ag; study *ecogn:!:z,..ﬁg‘
thesel effects produces @ .e-ad:-ia,._, adjusmezzt* of @ :tesa-‘.'.:!.,re ug
$18, &39 000.
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. ‘rable 11

Determination of Worxing'Cash Capital
(Thousands of Dollars)”
LN Acet. 5T 52 aoivanl s ofms
No. No. item nnonpgns AutBOTiZEd

-y
-

el Operationali CashiRegaoTanl
e Deposit Float. ,

V]

T 1_'

-

Snr uf Min. Cash Ba,ggggs
134,20- Special Deposits
135§Q01b‘33Work;ng Funds

142.00 Cust. Ac. Rec. Over/,,
Short )

143007 Other Ac. Receim@ble:,_g‘~,j“"'33569
14620022 Ac. Rec. Assoe.,.Co..: .
155.01 Energy Congerv,—ﬁdse-,,

ey

165:.00 Prepayments s ili2n nons

1725002 Rents: ‘Receivable 107 .~«

1TH20027 % Mise. Curr. & Acc.
'-: hadind '.“:1,— - /.4‘ Ausetv o :" ,,.-,:v _.-".'.‘ o

.~

”18M 02 Misc. Wk. Orders iﬁ

Lame s,
ot

T35 LATPRgNC nETlovel viin
13~ 186.00 Misc. Deferred Debits 293rozisne
14 . rammo5.00%3L 0P Qa_slgf}_eq. LI 30, ”‘8'

o~ L
-'u-

15 232.00 -Accounts Payadble .. : uoon.:y (6,0, TLNh
v Made :(;é"-" ‘232"00 oy -Ac e ay-.-&s&oc- CO'-o,..,._ oA : 5:2(-:!'1‘)

LR
- -

A7 ...283.00, . .. .Tax. Collections Qaygble 9:;~f~(2”3791r~*"'“

-t

'g.~,18 253-0gﬁ" - M.sc.ADe..,,c’xed%tsw s ~ﬁQ259§5?.-,7‘f
.:19...263.20. .. . Peasions & Benefit

~, -y k .-..s,,,.,.,
v - -t . ) ' ’ .- w "
Reserv. “av
“ ~ e ey - | -

ek e - n - - R u,-v.-,.,. o~ -~

20 s Round ng VRO

~ Tl am

.

"""“vl'F-"'N( |1~¢~¢~, “ o
-

St *";”_”“‘ “Lead=Lag”Study, "F- 7"

T Yol At iTet
eI L2JC

7

mrrmlin wuat “";‘“TabIe 16=8 =07 Ltmnzaoc *(369224)~.V.
moA22TeNT tnll Toza**Work_ng Cash AlLLowiams 1§02, 562.,

-

M -
-,
" - d.‘..-
-~

o »».«..f..--: ..a,.;,.,

o e b y P

(Red ibures)'u"’""":‘ 1-4’::..._;‘_
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4 4‘,(""‘

m:re“ﬁ?

o,
r.—-u' o ‘;- am u,-- 7- R
B Y sa e e el WS

-

....J.-,v

Gas Plant in_Service ‘ $2,527,837;
LiiWoPkiin Progress i S
(non interest: bearing)-~*;:;ﬁu:: 28,655
‘ Material and SupplieS": RS 18,917
j“Ga~ Stored Underground~~ Sldwen 83,168
" Working Cash R R 2562
Total , ERELE LALNNC 62 6538
Less Adjustmedﬁ?‘”g S ’l,’M?Jﬁ 00281
Customers Advances T S
‘Tor Comstruction - 29,718
Depreciat‘on Reserves >-A -TUR L0 932*630”

“Gain on sale ofET Mom£e h UiTutE C.ety
237, and Pasadena facilitles:.-.:- .~ 5620
* Accum. Defer. Fed. Tne.: Taxes :~.: 36,392 ;

 Total | LBk %..Tf:: 'n&%s 999,,36:;
“~'Weighted Average Rate Base' L4 81,657, 778

- . ~
nLoanmennG Lue L ual S, v‘\.l

c The Tab*e above develops our; :final adopted rate
estimates. h o Jiﬁwiiwa o

-

!

o,
S

Co v e ba Lt - LIV

s

Sevl XII. -"M{scellaneous “Adiustments

L e b

A. Feﬁafé'éid Minority aniﬁéigaénﬁéﬁﬁﬁféés SVl
SoCa’ sets for“H“‘ts*program ‘on its :emale“and Minors Ty

Rl

Business unuerp"ise (:/MBE) intees’ report in this p*éceeding.

'.-,....

-

SoCal's “affirmative action” procu*emént prog"am has goaIs of provid ag
max;mumoopportunities for F/MBEs tovparticipate in”*ts purchas*ng and
contracging activities on a compet t‘ve .Jasis and Iincrease 'ema e and

.........4.. w7

minority business eanterprise partic pat‘on in the supply or goods and

oo i [ \_c-o.lv« = e M A T e

servicesitolthe company. This program-consists of four distinet
actiVitié§,desigaedwto:ach+eve:tbesemgoalsT*ncludingrbuyersawareness
outreach activities, administrative. .assistance and technical

' h,ﬁe.. wntia

assistance. SoCal witmess Warren Mitchell testified very
eathusiastically about Solal's F/MEBE program, stating that Sofal is ‘
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.generally pleased witn-*nemeaults it-nas:achieved:; and-w*tm

,--‘rtxl- 4 il Y

=" .

progress it £s _making" '*tn::his ;rogramf?“MfEchelI ceS‘tfied “that the

~ Amae e AR (SRl L S A TR 4.¢

ey element of: SoCal'suprogram is itS'cutreacn;e: rwh,ch~allow

(m‘* 5

SeoCal to bdring newd-cma*e and m.nor y suppI ebq ;n.c the

AR i b o Sa ks 4,»-'_*&-—'-‘-'

organization fcr.considera onﬁas~suppliers anthnget tnemainto
SeCal's data base so. gna: SoCaI cas. caIl on. tnem for bids for goods

Pl o Mo T et bl ;,,,,n‘ 2y e L

and services. 7This: ouzreac is then. backed updwith~administzat*ve
assistance, wnig* includes uarxeting z*aining, tra.n ng oﬁ“now %0

- .a,..,-..,-.- (e g e - el A .\...~

’ill out b{d forms, arbreakdown of procuremenv proces, witnin the

a#mm e A T R W X

company, eic. Furtne*more, technicaz assistance 15 provided” to“gﬁ“‘“"

\'vlﬁ'.‘\’wﬁ -~ B D T g

assire” tna: F/MBB s understaéd SoCa"s specification“"?ﬁiu ecnnical*‘

-~

assistance ineludes plant vigiféland”_nclu&e socaz* assists ng‘?/MBE'” fa

W om -~ e A . S

wits recommendations for equipment’ that®will’ enadle”ihenm®to meesti 7S

.w-.,,- "'\AFD -~ y Mo T ool Rt Fa - EVIFCTIPIN A » ~-—

SOCalYS requirement LSILn L lnew Lo RS R e R - £ ""'C ._.:“..,",':;j‘:...-r.

rn;,—u—"« -...-,-»--\ [ o = -

“”Staf’ witnéus Martia’ Lyons reviewed  and- evaiuaved So0Ca1 s’

f\—\’ ~,-~,, - -
o, e e e o m e A e - —

cozpl ance our pr or orderu on ©y ”s subject and’conc Lde *that”SoCai*'*

(‘(\v

is in comp ance.

o R o N 2 'v'f’r-»-'ﬁzy
Vawever, e ohe” sta £ Briefr,” the” staf? Takes®thet e

. . -
- - on ,..,..;,,,,

position tha: the program outl ned‘ o our’ reéent*?ac Bell“de%l& on-T

" e

(D. 8U2q5 TT Y Ehbuld bb"ai*ly‘ani'brm tr ougnoutfthe - $3ater Tor 117ER0

ut ilities. Stat f‘;here.' e *ecommends Trat SbCal‘z*ou_d P required

o o ..,.,,.‘. '
o

to enhancg“tu goﬁl se ‘and recordseeping'to ‘mave- a* ?rogram-‘i*°~~~

-.‘n"‘

sizilar uo one’ prov*ded*in‘?ac Bel o5 yw ic’Advocatesy Toe.- taKest s Lo

oo t_,,, PO Y P S latal Ll

similar thousb BOv idenvical postufen, e TFTT TET OULLLETL tooamallni

2 p._—‘»-,..,‘,.. .4/?\’.,.,;,.“,,“

“Solay drgues “da““*mpos CTon oF ‘asew of detaitled Tt EnIIIn

complicated goals will incredse srogram CoSt s and couﬁd‘be'couate~533*

R L R N

procuctive to~*nc*eas’ng¢f7MB£ pare cipatﬂonw ﬁucompanyzoperat_ona.

A e

SoCal also argues,, tha.“f’ € Ls ordered to set ‘zoatethen more data

LJ

i5 required as follows.~¢w~

"For goals to be successful, they zmust bﬁﬁbaaed_on
reliable data s0 that those wao ‘*piemenevv
-programs.can agree .that the goals are rneal st*c .

ST 28/2823)‘“'“0 “deveTlop detaliled” goals“for RIEREE

R

wLIn L lnunerous pinerity classifications mequiresi i
information oz the capacity of boz majo*ity azd
majority vendors-and<the “abilicy of-F/MBErs“to "~

‘ zeet the Company's demands. The Company does’

- 75 =
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LraQtigurrently vpossessothis -n;ozmavion.uv:w sogneln
<M. Mitchell .testified that the stant-up _costs to
Tproduce “the"data base ‘would “pe- “$300,000 ‘and“that*

[ithelannuaXcupdatingreostawould exceedﬁ$80 000:iper
year (Tr..28/2811-813).. .To the extent that om
utili{ties Nave comzon “vendors~fa-thefr data” " &7

cirbases; somecpotential. sharing ofncostsmmayoexis. nol

(TR. 28/2851). .If it.is required_%so_esuablish -,

7YY detafled goals” ‘SoCalGas should-be” 5*antwd““ vesd
v ilradequatesrevenuestosdevelop: an~expanded«da zan’
. base. oo

w N

e

rvv ,--A ar oy ,-.'--Na ..~.,-r, l*v ‘.~ r,...'. f.pqv
. LA b st T AP bl L -‘A

.- ind tnat no. agditional repo*tiag gpncir ci*y 13 . e m
e - v.-."’ s.a-..‘.’CJ.,‘.’u - U A R A PR A [itente Se LY e
requi red Jat tgif Lize. The.Feceral reporving category sc“eme .in use

current y is surfic ently devai;ed to provide dat« to assess p*og}éss )

e el e ko Gmarm -.-........u.v-h‘-..«_vu o S e e dame _»--...J.u.z R R A \-Aa-nv L LI 4

in this, area.; We bel eve thav 30313 based on adequave dava is »
-ty o~ [ W Y .-\.'uav.--/ el PONEI LTS

desirable.. The_record. in_this proceeding, indicéées that there is

w o ot e et PR I L.

Y hmvh s ma s

Nm P

b ke ..A.,a ‘-. - ‘LJ..\—I-.-J;‘-;M--O-.’

substantial overlap in the groups of vendors supplying goods and
services-to both Sofal . and, Soutngpn Cal‘forn-a zdison..glnn\

.._.-.,n-.._.,v'v - . v.\-‘-'_w— et s e LW - e rd

proceeding,”SoCal cated an}approx mate cosﬁ of 300 000 to

....rm-...«. - - --uu -

establisn and maintain an.adequame data base re ed in any goél

o b - PR PR i oy /‘ﬁya Dl YamaanT L

setting. pro¢cess.. ~we will ﬁngre:o*e auuhoéize SoCal uO work witn

i dn Sl v-..u hh’-\lu.'\nw"-

Southe*n,Ca Lfornia Ed-sqn 2ad, our, 3taf’ to deve.op a data,base of .

AW e ~ s -(ﬂﬁu“ Y m e Y - M n T L LET ..,.4“""-4~s.,

vendors. coamon o, u;osg LWO Soutnenn Ca;i fornia, u:il**‘esh, Othe.

- b -
S - "-"-—A‘W - "I“ . -k Al \— l‘.‘-‘-b‘-mﬁﬁlﬂl

utilities. anould be. invited,to ioin‘ in this ort S0, that, it can, be

A
- . -
i e “.-.-\ = --.v-:,_ S ILLmON ~

as cosv-er'*cient,as poss‘blewd A‘dolla* authoriza;@gn,in 1985

o wn

dollars of $150,000 for 1985 and snomooo.per,year there.ore 15

- i) -.‘—.-.-u..‘-‘dq- MLV v gt A

reasonable..wﬂithﬂthis monevaﬁx_authorization, SoCal is directed to

LR RV I oL,

LIRS VT et

S et e b e i

insts tu:ewmhe,follow.“g,“eport_ng“prqg BB, L e -
- e o e ) —— C.’_,._.w,.',

Purchase Ca.egor ,w,jgff Sthnic Catquries

- »

-L: -u\/u’\d

L R e ] w lpan«\-. o

‘DO
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oy Commqgiuiea,w‘ P quera. standards ot
| SO A as ‘are “currestly. “¢ -
used nwolle e bcff

o

ot Services Coiz
Construct‘on*_

i3
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¥
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-'Hln

Tar}
-

iL
<X
B

2
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There" spiI’ ‘e no mIﬁ.num,puréhaué category

-:-ni-d w-.n.u-.l\- S

LLLELPIN'S W ¢

l-’) 1 > b
[ X%

1 b el

l.J
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pu*cna*es
shall bYe classifiedfnto: the hree.purchawe ca egér;es d reporued

-v.-.,o, ~a,~ﬁ.‘-~. - - "tn
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e

n-- R rr-- o e
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. . , SoCal snall engage in *.:he same» .ype gf goal setting process
as we. provided ‘{n° the P.gc ‘:}eII dec.‘. " '

"o

T ’N -

wv—. + & .u..a-.'v 4v|--b-)-ud.'u w

‘- negotiate witht representative minori y_ groupg._n/itwser:v ce...

At o

territory %o dtaft and subm..., in ‘...

R

~ N AP

“next ngene*al,,rate cdse £4 ling 2

Vet et T o b N LRV ) u--;-‘.f..u‘u

report covering F/MBg”act vity. z‘or the’previouvwo“yeam.w'-

e
W rﬁ--' P I SRR o~ -, ,u- o e, . oo n«r"ntfﬂ

B S f ’ IS e Wi W ‘»u..«v...,.,-.... I8 Tnvw e ¥ bau u.( T
'+ . ~ o - -

. afety L5 nme mmn mascalimee Lnmen Srememas BaL -
i w I T A o T A ke ' bk

Stafr"hasA-submiWed an’ ‘exnidis N which was? no en‘ce*ed inte

=, -ﬂ Pt i) .

L e . I

adi ng, recomﬁénd ﬁg tna.*"SoCa “pat penazizcd

e e (LA ] .,v-- w' AT

witp;aﬁg_eb 2~ reduction iz, earni:ogs _because of.y ubstaa‘cial noncompl ance

with Gegeral Order (G0).J112-D.during zne'pe;;.éd 1980Ato 7@83. The

b i o

staff position Is-thatoit~ sgeks"'comp‘.!.iance Wit f"‘ne’“gene*al,. orde-'

rather than jusi. aﬁ punit‘ ve-. ;Lne., Over severai-months.,.SoCaI and the

A e A

en o ome e X e o ad

stafl have a}pempted T septlw this 'spute.~ -Tngz negots a»ions have.

resulted in a "sti pulaaion a.nd ag. eement wnich wa.s suyqziCted and’
received as an exhibit on Oczo‘bet‘?i‘lf,- .1984. sen 000,558

7. The ‘essence 'OfiUhes agreement ‘Lstthat SoCalsw indtiate a
detailed ‘ten point’ safety- Program thats wills drigg:sSofal Yntetersires

-
Nt s s e e et

compliance’ with™ GO™ 1 v2=D n ‘exchange: -For the ‘stafts (1”)"@':%‘"’

- N e Tl - wb e
Y

recommending Lherpenalry: and-(:2) - recommencing’ -‘zher:a'ecove'-y-? ol .cranneons

expenses: Tor the- ‘orogram.. < The-- agreed wpon” expense: o ghist promm-ir
$417,000 ix 1985 dolTars. 2 ©2um3STi 10 critigon valipon .t.s s JCeft
Discussion

v s e et .r“'p-m"' :'""
BRI R s T e VI A WV - Fiwd

o Sie will ‘adopt The StipuTation Ln qwr:‘.:iéﬁfpre7~ihbuk¥e'z", the

v

tipulation does not inelude any showing XThat Lhe $M‘T.,~00.0 & LonIvess

expenses assoclated with Whe lexpected results of the prograw Lave. no%o

already been -fucluded or sHonld have been tucluded 4 SoCalls otherrzn:

expense-estindtess We Wwill I'ook -to:SoCal’s -showing rfor guidamces ol
Iy vy priefav” page' 6T 2 Solal 4rgues Tor Lt x.emi‘natew.off o

Dist rfbut“io'mexpenses ”fn Necounts 83T and "892 as .,o‘l,’ w I L vettwsE

el TR, s
LT mnLnelyo
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'[h"-“r' o, ., ("'4; - T ,-..» ,.,. - "",m{
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"Io sunmarize, Staff formed its *elauively lcwer
“estimates based “on“its’ 'ou*-year aver age’“‘
methodology - (TIr.:8/1746+,:1752). -SoCalGas-witness:

- Q'Rourke, on.the other hand, testified that the.

“rdifference ‘betweenSoCalGas-and Starff-is due-to”
the.cathodicrisafety: protection maintenancex\. T
program, the cost of complying with the April 1,
1983 federal damage regulation and the 8.58

- -percentoinerease ;in leak: survey footage. and. the-
increased leak repairs.caused by the. 1-2-& Leak L

'““Survey ogram (uXh- 805 pu YL e s TEIOT L Lan T fs
SR We also note our di3position of this issue’was as followsz -

e

“0T mabeounts 887 (Mai a3) and 892°(Serwices)e-. UInD lominelonrow
:~These:accountsS: are the. Pridary: accounts-that: © ~c s --c- -
house the mandated new. safety related . o
activit es,“““he sta’s” 'a*led to-’ully~consider~u noad

PO e s
S 2 C ) P

FRCNEE -3 therefore, bei,eve-bhatmbhewcompany.wzllmbe Lully
compensated: fior the:agreed: upon: program; -without: any: adeitional - .- - .

-.a.--..

expenses abdbovesour already authorized. Distridution and~re1a;edﬁ~~:*t¢c¢
expenses. %Ne-fuliywexpecuwSOCaLuuouimplemeau-une'agqged~upon--~z~w-,,~

oveﬁvsafetywa*og“am and to:achi eve.accqptab&e-compliance~w b,Gou,
112-D and will require reports of progress in. cprogram17: S e

wuu".‘"

C. LNG Izplementation . neinauoniC
ont , To DuBl=-09~089 dated: Septeader 6, 1634 :\i;n;-:A.;_S_Q-—,.-IZ,—,s,O2 we
provided tuOuopn.onsztowPLGS%SoCaiupn:r@wemakxnsumaﬁatmﬁni;QQQ@%@%:;
LNG Lacility wateh - s-no-longef~nee¢edu-~lnAtha*fdecﬂ»46n£¢wgﬁa150w~
provided:thaz&:zcomezxcatcaher&ugho ized: LhG-expeases vpu*dube .
inplemented Zn this genernal rate case. AL tne—time offzhe~”quateﬂ

hearings 4m this: matter,SoCal hadnot elected either optios.
However, at the.update -hearings .both SoCal»and~the sta:gnagreed,on«a

R

*ni mum level of ’irsu year expeases that would be author zed under
he* option.

Subsequenvly, SoCal has chosen the option o begin recovery
of non~site related expenses now and retain “he site as plant-neld-
for-future use. The stalfl and SoCal agreed that SoCaifshould‘be
al~owed to recover Lhese expenses and that any diffeéences‘betwée:

S8
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[l I e

the minimum level and final autherized Tevel could be made up in
the three remeining years..~-The, result.is that SoCal will have

e o et Vol e e ot

increased expenses ..::om,“PLGS of $17 479,000 less $8,947, 000 in

'-a.--. Lo SIS 4\-1 C'AAM-‘ h!}p

taxes. This adjustment will be madei;to that Preliminary Su.m:y
oﬂammqs-andrghm—onuthe-mna&-swy of .Earnings. ’

I ’

- Lt g !
B R S0 St ke - "’f‘\ - ~— -

""‘"’"‘“D:"“‘“T.I‘Qi“nwe*_;g r-Reading—— ' e
s In D. 84—12:068 (mimeo p. 93) alse issued/-odayj,wemm.
oRT.Ry re

aut‘-xor:. zed the esta.bhs‘mnent of a pilot joint meter%ea&fng*prog-ama
between SoCal and Edison. To implement that program-we w;i.ll-rallow :

~

go—m

accrue Jé&fpenses of up to $500,000 over nree yea.rs='i“

fotvgenc:
TR et “*-“"Ju- -: %

i-n:erest bearing*mmorandum account. This pilots ,program“wg 3. con-

~clude at year e*zdr f§87. We expect SoCal and tdiser ovork%-—f
»togethe:: and keeb: Staff informed. The utilities wiLlf-subm?:.'é:a joint
' lvzrzfoféress report ., anr:z;a,lly and the first report w-lol__‘_?gé%}’:gb—ﬁgsauly 13-
1966 SoCal mawseek to recover all reasonably.-iacunred. for -

’»‘\P
p -

~thi:s~proqram in ifs’next general rate case. EUDIVION 9L

A o —‘( ” i‘i"r‘"‘:"'-'*-)rnrm(m,_

. SR XIITZ Einal Summezy-of Barnings e
The ‘-'ollow:..g table shows the total *evenues,rea;uireﬂeat :
‘“‘i.ncrease (96, 395;;000)—--'esul ting. £zom our Summary o€ Earnings plus

PR

TMiscellaneous Adjustments and conpa.res estimates of present rates

\-vauum..

cwith authorized.results. This new margin ,;-equir:ement will ‘be

oy e Y -'m.",n

w:arned over to-xour- decision issued today iz A.84-O9-022, SoCal s
*'"fa:rl""cmw The -ent::--e—-new "evenue requ:.revnent (general rate~ ‘case

p---- ~er

i plﬁs CAM) w:.ll be *ecovered in *ate stablished in the CAM
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“‘ABLE@ _13 —

phii ”‘“SDU'IEER‘J CAL..."ORNIA G'F&S - COMPANY Y 74l nmn
oLnL ”

~ - . - -
- - Do e A»"\f ST n--, v, oy e

Resums OF OPERATIONS '~ TEST VAR 5985 °
VLALLM ILLTT dadr (000)'" an Llw

am o e =TT

pd:gted..mﬁmBs{z.\.-gwu -.4.‘4
Item of Present Rates : - Author:.zed

1 OPERATINGUREVENUESSCE: ol (If .g somiml §E0-CIep5.C &
' 2mp=no-Operating,Revernes. .. .o Loeon T 51’048’702

-Q-Hf'

3 "’C"OPERATM EXDENSESM O S odot. .. : . -'1...'.‘3'7 D....; .
4 ~n ~ROBEVOC Aaymms 8w porl Rep - £630)
Reassigrments - =4S, *804)‘-‘“"l
Zng 1.12/213- nivs ’\G”’
~:98,196
. ‘.,20,’7‘2:, pEadiaiy
g .'131623-’),

~u'.)

Q:stcmex“hocomt., wLESonoeT
Market Services oo
}\dzm..st:ative & Gemeral ™

inaiomer Sobgoadnii lnoUS 6265539
16 =T In.ﬂa.tz.on--vubor lnzar ufz sworn slzor -8 sw26,88L o

.4

17 ouile mmmimmad e e o 36,163 - 16"3‘63"‘

oaal
-

o § - Y ——————— ol
18 : : 1A e s e

End -
S 42 ’-7445-’- AT '.Js'..", ._-42:'7.
oy ommer 'fj”". WD E S ot ) o vy )

19 Deprec:at..cn_ | LTI TLemeT Zno ’*101:}517: LD 5-*101,-617

..”.""_’,' M 'l-t."\-'- 4."
ot - . ' . ‘ w il .355"‘355?,.:....,.1 bod
2 T emumTlmig L A nhos Dounnl noli oo 140320 mere B

22 c e it g cemerr e e 61, 390 103'4"9

.’F‘!

23 CEn e e m e e N "1"16"/“7:7 5. 162,523

\v,-, -y
-~

ey G T e - e

26 Tctal Operating Bxpesses (Lines 15,18,19,23) 881,677 ‘“ ~..J-f 9363
25 Net Operating Income (line 2 less 24) S 167,025 s 216, 337
26 Rate Base . T SL659,408
27 Rate of Retwrn - 4 o R <X
28  Amormization of overcollection in.

29 PCB and conservation balancing : _

30 Account - 1985 Adjustment | - | (7,650
31 Adjust:ed 1985 Net Operating Income (less 25, less 30} o S 208,737
32 Adjusted 1985 Rate of Return - , o B+ % S8%

I".
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ol 4 d e ’ ; "4.:) ':*1 :,‘.' quﬂt'\ﬁ ol
. : F‘ndings and -Conclt.sions .

apak ey .-,n.-....r,u,‘...
PR

nd-fngs Qf Facea. VR DS ooy oo lonam (PO & A A

1. SoCal's net operating revenue atpreséntCratesigc’
$7“033*703 000. YOET nT o EmLOOm U osrne DEDLTY el ange o7

2.*'Labor L escaTALIOB racLorS TOr i, T25%¢ for~198nuan 5. 8569

1685 is reasonable. SEOOAT TO0RLTNT SN LoLnSvVoT Mevo Soillliz
SO N aTabor Y eScal Rt on irdtes of T3T1%S an@“& ongprror %98h-and
1985 aré-pedsodables ©viiiviica lorobsam aic
355 Ten~SectLon was éétbéﬁrf£¢£édﬁryﬂusefurCﬁofbéGdfﬂdEded&rate
base treatzent for theperidd maary:w: 1983 to Jadiary T;i1985.3575ve
5. It is reasonable te afford Ten Section abandone& prantetmines
service treatdestCfor thosecostst and~£mprovemen.s”in rate base .gs of
January 7, 1683. ‘ Lolisnonnes Si ¥EE. ¢ eenmarose
[P RockyCNouata-n~nasvbeen “abandoned- for”ratemakingvpurposes
ANGTS has“not been 55&5doned~'or~ratemak ing” Pu*pOSQSw"""" MooV
7. Rocky Mou ain, ITA, and ITA(A) projects‘all-falliwithincl %
.our exception to  the” used ‘20¢"aseTal rulent PRTEOSennIeATE Lz
8. Recovery of direct cos.s-w‘thout«AVUDC overia-four period..-C
withoUt ™ a’ Fetura s “*easonable~forwqocky Mountain~CITA“~and :TA(AD
projectg"; ~IETENE RS mpined g
9"‘”PLGS“cost—o’~se*vice~'b*~1985~is”*412”398 000CH3 5254 Sansns
19. A long-term rate for new debt issuances n 1985 of Asﬁi:s:;xa
*easoﬁéble. 2Cenl o meliozimoniur vwnokh e wlzz - -
1'*‘5003**5'average Tmbedded cost of: debdtiand Ry e‘brred*s&o K¢
for TEREP s At Followss 57 U1 LUtelIag fonn IsomnlgTl of MoIicl wo)
Long-term Dedt 11.85% | '
‘Commercial Bank Loan 12 41H?”’"

“ilpreferrediTEoNT TR Ggrg
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' 12. A return on common equity of 15.75% will emable SoCal to
attract capital and Drovide reasonarl e isarvide to lits cu:stomer.... .
13. A 15.75% return on equity results iz an averagq_;g urn 08 .

rate dase for S0Cal-or.13.08%-; cinnyom mrizzmics

...... PERT VAN N L ’-.’(‘ w,Y ‘I'JQr’ ‘

[
1&. To earn the 13. OL% rate of return on rate base at hthewlevel'

[ '.c

of gxpeﬁses,adoptedu:equi:escan_ad@it;qg:ggvegggxggggizement.of @
$96.395 million over revenues at preseat rates. B S pan ok

. i

Sx1522%8 trending mechaniszcforn dispributionrexpense aceounts -not
related to newly authorized or mandated activities is. reasonable.Q

[ -

L2165 The PCB balancing jaccount .should .be continued with-the .

AL -

overcolliection of -$2.1 million being.used to, *educe*themreggg?g*f-‘
requirement £for 1985.s solirsal meT sastts o c:

f
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%2 1T.oczhn uzcollectidblerate-for-residential.aad, commercial. oy
customers of .65% is reasonabdle. EEST L0 umpiant

218 oc=SoCal rshould~derauthorized to.institute,. .neﬂtollowing éew |
conservation programs:i)~dome~Ecergy;Audits,. .z 2)-CACS Audits,ﬂand
3) Committed Znergy NeedS.o~- 7z :m> owm- | .m- ::::“:':f"‘f YNOOF | LT

19. A stay-the=~course policy for, Conse*va on andpRes§§gc?___ ~om
Design:and Developzent 43;TeasORADLL..:.co rooviy Ty vasvossf \.: .

20..7AGA-cduesTnot~devoted £o- lobdbying-is. 2. reasonable,expense,j:;;

21. It is-SoCal's responsidbility to design an overall RD&D:Cu;Oiﬁ
prograz acceptablesto:the: Commission under. previously,establisbed
guidelines. s 752° =i ocamsiiac sZan e .
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22a. It i3 reasomable to deay autho*i ation of those tegu§?§p
rojects: considered duplicative by stafify.but allow, Sofal to, file. an
advice ;etter to implemen,'such projects Lf the duplicaz.on problem S
can be resolved with starff. LT, TEnT mmo ~snel
22b. It is reasonadble %o *equire SoCal. to, file an advice letter
for approval of their attrition year(s) RD&D prograns .and budget.
23. - SoCal will be in compliance with GO 112D and the ten~point
prograzn of Ex.88, or face a penalty in the attrition phase‘éf-;&is
oroceeding. | | T
24. SoCal will recover authorized LNG expemses iz this
proceeding. | o L
25. A revenue requirement increase of 596,‘395,000” over .
revenues at pr#sent rates is reasonable. - |
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The capizal-strncture” pﬂopcsedmby*SoCaluisdfonnd Lo-be

® .
' reasonabdble and is as follows:<~+7* ,
Long=Terz Debt 45, 005”
Commercial Bank Loan 3.40%.
Preferred Stock 'Q"ﬁbaf
Common Equity 5;M“lsz\?.of s

27. It Ls:reazbnable~for~$oCaa £0
data base necessary to.;eﬁ‘goals ror i3

it W 4 e

L
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za 4e~onéfyear,wo develop the

~

*F/MBi?program- Ex

A T S ol aind

28. SoCal shouldxwork~uizn:representamiye ;/Aﬁﬁndeve opzent
organizations active“*n SoCar*° serv*ce*xer~;tory“

Y 4\..44—

for its F/MZE program.
29. SoCalrsﬁould.summim.a:repo >0n developmencrwr%dta F/MBE

”""‘V.\')\ .

pregran goals as p~4”}of the frrtngtfor ;ts 1988 .e*tmyeaﬂ general
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‘sett g goals
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.--..--...A -\.-«-.u». ‘rhi-“u

rate c¢ase. Alsor.SoCal:will,demonstra~e~the,prqgresswibmhas made iz
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1. 3By January 31 1986 SoCa*~shall,faf erﬂmeeving wi
authorized representativeslof recognized minori ty groups, draft and

submit to the Commission for its approval, 2 t*acx*ng procedu*e that
comprises-
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Statéd:éalendarwyearmdeeﬁqFJMBE;con@racx;;;:
goals for the following ethrie ... ...
classifications: ' Tt

Black

Asian .
American Inq;an
Hispanic Y7~

oo~

Data for each of the abOVo ethniec ‘vormom ey
~elassifications:is to belLfurther categorized: ::
as either. ” "malel. or."{emale".  Until such .
time as®SeCal™s next gemeral rate case - U h
"thproceeding,Jthese eontract: goals ares tade [:l2L
- developed, and.applied.in 2 Zanner, which &s. ..
‘consistent With SoCal's current’ procu~ement e
practices. LIsnELnG

e e ol

22N Oni MarehrAsL 1985 Solals shall subdbnit Xtotthe Jolo] '
LT Commission:a report. detalling izg.nseu /MB;
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activitles. Sizmce SoCal’s data dase will mot ~~TF F¥7rin
el readyiin: time’ forithisrepors,~ thery will s e
-,be.no preseribed Lformat. ... .o Laasamaen
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On October 1, 1985, SoCal shall submit to
the Commission a report describing the
©J Company' 88 F/MBE e tivities inithe:igeneraln:

.categories, of . Commoditie,,,Consuhuctzon,‘and
Services and Otker, for the period January™T,
1985 through June 30, 1985. The cata
¢ontained in the above gezneral categories~ -
shall be further detailed in co respondfng—-

" lisub-categories ifor purchase wof; Jor fcontracts ol
,Lor, sizmilar Soeds, .on servicesy_,ﬁ fmene s

[ =,
oy - oyl s

& . S50Cal shall submit an annual F/MBE acti v*ty

3
oY

report ‘to the Commissfon “on Mareh 1 of eacn "¢
yearbeginning jon March:1,/A1986 27 The :anaual; -
report shall desceribe the Compaay's F/MBE e
activities for the prior caleadar year in the *~~
detail set forth:in.sub-paragraph ¢, aad ‘

shall set forth the<Cozpany's F/MBE contract

goals Dy the general categories. Of reiwras -
Commoditi es, Construction, and Serv*ceg and”

S Other;”’or the current calendar year.miinou
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2. Southern California Gas Cempany, Inc./Pacific Lighting Gas
Supply Company, Inc. (SOCaI/PLGS) is authorized and directed to file
with‘this Commission on or after the effective date of this decision,
revised tariff schecdules for‘gas rates as set forth in the concurrent
decision on SoCal/PLGS's A.Sne09-022'consolidated adjustmentf

mechanisn (CAM) proceeding which ineludes the additional margirn
authorized in this proceeding.

3. Southern California Gas Company, Inc. shall lmplemen* the
systen safety improvement steps and timing outlined in Exnidit No. 88
in this progeeding and subzmit a report describing suck improvements
 to the Commission's Service and Safety Braach, by not later than
July 31, 1985. o
4., In its attrition year filing SoCal shall inélude its
requested level of RD&D expenses and prograzs ”or Commis:ion"
 consideration. |
| . This order is effective today. _
Dated December 28, 1984, at San Franeisco, California.

PONALD VIAL
- Presicent
VICTOR CALVO .
' : PRISCILLA C. GREW
Wwe will, £ile a2 written dissent - WILLIAM T. BAGLEY -
in pare. FREDERICK ‘R. DUDA
/s/ VICTOR CALVO j Commassioners
Commissioner ‘ ‘
/s/ PRISCILLA C. GREW.
: Comm;sszoner

I w:ll ‘zle a concurr-ng opinion.

/s/ “gg;ﬂsgi AGLEY  COMBSTLNTE

: ‘.
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VICTOR CALVO and PRISCILLA GREW, Commissioners, dissenting in part.

We dissent from the majority's conclusions a.s %0 the rate of
return on equity which should be authorized in this proceeding. .

Rate of return is in its essence a matter of judgment. We do
not dissent on the ground that we delieve our judgment to be any more
blessed by insight than that of our fellow commissioners. However, in
reviewing the recommendation of the administrative law Judge as:iigned‘
to this case and the arguments. of the parties, we concluded that the
economic climate which we presently confront is vastly different from
the environment which spawned the high rate of return previwsl;y-
awarded to this utility. Interest rates have fallen substantially and
stabilized; utilities in need of capital do not face the imminent
prospect of long=term or short-term borrowings at the volatile, bigh
rates experienced in the recent past. More impomantly, i.nﬂat:’.oz: has
been- sign:u‘ican..ly arrested, custooer demand ‘patterns are more
predic’cable and energy. .,upplies are in abundance in. relation Lo =
demand. Taken toged:er, these factors lead us to the firm belie!' that

thds utility's rate of return on equ:f.ty should be reduced by this.
Commi ssion.

The majority ignores the economic factors noted above and
abanderis risk dnalysis to keep this utility's rate of return at its-
last authorized level. The approach taken by the majority to reach
this result is particularly appalling to' us.  The majority takes the.
admnistrative law judge's sum total revenue requirement and reduces it
to eliminate expenses which it finds, with our support, unnecessary or
otherwise not reasonably related to the provision of safe,. ;reliablil’:" :
utility service. Rather than leaving it at that, though, the -qufd,ty ;
seems <o believe that the incremental "margia” it has created Between
our administrative law judge's recommendahon and cur own oonclusions
leaves "roon" to raise the utility's rate of return on equity-‘ ms.s is '
not an analytic or informed appmach, it is simple bootstrapping
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VICIOR CALVO:and PRISCILLA GREW, Commissioners, dissenting in part.

We dissent from the mujority's conclusions as to the rate of
return on equity which should be authorized in this proceeding.

Rate of return is in its essence a mtter of judgment. We do
not dissent on the ground that we believe our judgment to be any more
blessed by insight than that of our fellow ¢ommissioners. However, in
reviewing the recommendation of the administrative law judge assigned
to this case and the arguments of the parties, we concluded that the
economic climate which we presently confront is vastly differént-ffom
the environment which spawmed the high rate of return previou...ly
awarded to this utility. ‘Interest rates have fallen substantially and
stabilized; utilities in need of capital do not face tbe imminent.
prospect of long-term Or short-term borrowings at the volatile, higb
rates experienced in the recent past. More importantly, inﬂat:f.on has
been significantly arrested, customer demand ‘patterns are more
predictéble and energy. supplies are in abundance in relation to
demand. Taken together, these factors lead us to the firm belief that

this utility's r'ate of return on equity should be reduced by this
Commission.

The majority igriores the economic factors nor;éd‘ above and
abandons risk analysis to keep this utility’s rate of retwrn at its
last authorized level. The. approach taken by the majority to reach
this result is particularly appalling %o us. * The majorﬁ.ty takes the
administrative law Jjudge's sum total revenue requirement and reduces. :Lt
to eliminate expenses which it finds, with our Support, uanecessary or
otherwise not reasonably related to the provision of safe, reliable
utility service. Rather than leaving it at that, though, the majority
seems t0 believe that the incremental "marg!.n" 1t bas created between
our administrative law judge's recommendation and our own oonclusions ,

leaves "roon" to raise the utility's rate of return On equity. _ l'h:i.: is |
 not an analytic or informed approach; it is simple boot;trappiﬁgv-;;f




A test year revenue requirement is the sun total of many
discrete parts. Many are discussed in the decision we sign today.
But, and we cannot emphasize this enough, those parts are largely
distinet and separate. Reducing one expense does not Justify
~ increasing anotber. Such an approach pays respect and homage to tbe
administrative law judge's "bottom line" when it deserves neither. The
administrative law judge did not adopt 2 sum total revenue requirement;
the administrative law judge only made recommendations which bappened
to combine to produce a final pumber. To treat that rumber as -
sacr-osanct is to misunderstand and misapply ratemaking pr'inciple.,.

The majority's approach isa clear' departure from any
economic rigor or analysis and we cannot join . in it. Iherefore, we ,
must respectfully disseat on this issue. | ’

Lot

VICTIOR CALVO
Commissioner

ﬁM@C’ du«/

PRISCILLA C. GREW
, Comissionq.r

December -28, 1984. .
San Franc;sco, California
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WILLIAM T. BAGLEY, Commissioner, concurring:

I have read the dissent of Conmissioners Grew and Calvo
the rate of return on‘equity set in this matter. Though I am not
appalled, I am impelled to respond by this means.

What in fact occurred is as follows:

1. The majority did not raise the authorized rate of return

but instead maintained it at‘15 75,,

2. The majority did aot simply cut’ expenses (decrease

revenue requirements) to. "make room" Lor the authorized

rate of return. What we did-do\is to decrease projected

expenses by approximately $20 million.

The majority then "used"™ approximately $L million of this
$20 million amount to reduce lifeline rates wholesale capacity
charges and GN-34 (II and III) and G-COG rates. Another $12 million
will offset a reduction in projected GN-5 rates, painly for gas sold
to Southern California Edison. Finally, the remaining $4 million
equates with the earni ings differential of 25 dasis points the
difference. between a 15. 50% and the 15.75% rate authorized by this
decision. The majority made this judgment to apply 1/5th of these
reductions ($4 million out of $20 million) for rate of return
purposes in a most deliberative manner and in keeping with the
majority's view that such 2 rate of return on equity was and 13
justified in today's market place. Considering the new volatility of
gas supply prices, realizing that longer tera noney rates have not
deercased, and further being mindful of investment community ,
reactions, the majority's judgment is fair and equitable,and is fully
supported by the record before us.

Commissioner |

December 28, 1984
Sgn Francisco, California




